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Abstract

Chinese reform on State-Owned Enterprises ( SOEs) is an incremental and
constantly exploring process. With deepening of reform, it is up to agenda to
establish the modern enterprise institution tallying with the socialist market economic
system. Beginning stock system reform in SOEs is faced up with two problems at
least. One is how to define arrangements of property rights for SOEs. The other is
how to configure the pattern of structure of governance with Chinese characteristics.
It is based on existence of such problems that we set our logic for research that SOEs
reform should regard optimizing capital structure as its start point, configurations and
satisfactions as its core part and reconstructing stock system of SOEs as its final
point.

It is made some conceptions in this book to establish the economically oriented
model of governance for Chinese firms. The book is grouped into nine chapters beside
introduction.

Chapter 1 and Chapter 2 are concerned with evolution of enterprise institution
theoretically and associated corporate finance and corporate governance. Both of the
two chapters lay theoretical foundations for understanding relationship among poor
performance, governance model and capital structure of SOEs, for knowing about
direction of modern enterprise institution as SOEs reform and for designing reform
policies over capital structure and corporate governance.

Subsequent Chapters 3 through Chapter 5 are directed at analyses of shareholder-
led corporate governance in UK and USA, debt-led corporate governance in Germany
and Japan and f{amily-oriented corporate governance in East Asia.

Four chapters from Chapter 6 through Chapter 9 are analyses of capital structure
and governance model of SOEs, and set forth suggestions of policy over deepening

SOEs reform. It is worthwhile stated that we postulate an optimizing pathway for
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SOEs capital structure to achieve interim of SOEs governance model from “adminis-
tratively-oriented governance of enterprise” to * economically-oriented corporate
governance’

The book comes with the following conclusions. a) It is relatively more
successfully in SOEs reforms on motivational mechanism. Putting residual claims and
residual control down to enterprises little by little by the state produced incentive
effects in increasing operative efficiency of SOEs. b) SOEs reform did not made
breakthrough advances in mechanisms of agency selection and agency constrains. In a
word, characteristics of governance mechanism, which is determined by capital
structure of SOEs, cannot but be insider control, soft budget constrain and
administrative interventions.

It is proper direction of SOEs reform to establish modern enterprise institution
through reconstruction of stock system. As reconstruction of stock system is no longer
simply limited 10 redistribution of powers but makes define of property rights through
ownership reform and in turn transforms operational mechanism of SOEs. The key
for this stock action to succeed depends on beginning substantial reform on capital
structure of SOEs. New shareholders, starting with their own self-interest, would be
activated to select those gifted to become manager and monitor them. Consequently,

mechanism through which 1o fit residual claims and residual control will be generated
within SOEs.
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