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Abstract

Whether from the basic process of recently Chinese enterprises’ reform and
development, or from the needs of sustained development of our economy, the studies
of entrepreneur have always been a focus and hot point among economists and
management scholars. Though many researches have made a great deal of
contribution to the field, there exist some weaknesses and problems that need to be
studied. Such researches are mainly one-side analysis (i.e. , the view of property, or
market) and policy suggestions, ignoring how to choose entrepreneurs and how to
increase the managerial human capital. According to the background of today’s
Chinese institutions, this book discusses the relationship between Chinese SOEs’
reform and the reconstruction of entrepreneurial mechanism, especially the inner
structure of incentive contracts and monitor system, the governance types of
entrepreneurial contracts, and development of managers’ human capital. We try to
develop a consistent conceptual framework on the basis of many current views. The
main content is as follows:

1. According to the long-term viewpoint, we initially develop an analytical
framework of entrepreneurship, which is composed of the mechanism of monitor and
incentives of entrepreneur, identification and development of managerial human
capital. We then propose some policy thoughts about the construction of management
market, the system of incentive and monitor and inner-organization entrepreneurial
mechanism. The framework may be helpful for more deeply analysis of the
relationship between entrepreneur/management and economic development.

2. We divide firm’s performance into financial performance and non-financial
performance. According to the incomplete combinations of residual claims and control
rights in China, we identify some types of property rights of enterprises, show the
features of Chinese special surrounding and entrepreneurial mechanism, induce some

propositions about the relationship between entrepreneurial mechanism and firm
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performance. We find some indirect evidences partly supporting them at least.

3. In order to analysis the influence of basic institutional environment to
entrepreneurial activities, we study the main nature of exchange relationship between
managers and owners. These types of exchange are also governed by various
contracts—we consider them as three types of contracts—primitive transaction
contract, modern transaction contract and authoritative transaction contract. So the
entrepreneurial contracts can be divided into implementing question of the contracts,
designing question of the contracts, and so on. We then explore the feature of
management labor market and show the basic routine of governance of management
labor, especially the possibility of coordination of these types of contracts.

4. We systematically discuss the question of how to monitor and incentive
managers or managerial team. Based on the status quo of current research and the
feature of incomplete information of managerial behavior, and the attitude of risk of
different agents, we study the relationship of objective incentives and subjective
incentives, short-term incentives and long-term incentives, economical and non-
economical incentives, especially the combinations of these kinds of instruments. For
example, on the basis of many informal papers about non-economical incentives to
managers, we develop a equilibrium model of manager’s ability expenditure, and
demonstrate the policy effects of relative preferences and “purchase prices ” that
managers use their ability exchange for different goods. The most important
conclusion is that we must construct systematic entrepreneurial mechanism rather
than one-side reform such as privatization. We discuss the selection of vertical
governance body of entrepreneurial behavior — a special type of monitor question in
the basis of a principal-agent model. We point out that it is necessary to introduce
special independent monitor to firm governance. We then give models of factor
analysis of entrepreneur’s moral hazard and “monitor” trade, and point out that one
of the reasons of entrepreneur’s moral hazard is the purchasing of monitor. That is to
say, supervisors of SOEs have no residual claimant. Therefore partly exit of state
owned assets is a feasible method to solve “monitor ” trade problem. We investigate
the relationship between ownership structure and entrepreneurial mechanism and
point out that because there is no clear benefit body in SOEs, it is impossible for a

country as a main body to implement incentive and monitor to entrepreneur.



Abstract

5. The authors discuss mechanism of selection of managers. First we analyse
the efficiency of the allocation of managerial human capital in the basis of assignment
model. Second, according to the nature and structure of managerial human capital,
we divided managerial human capital into three components ( searching goods,
experience goods and belief goods), accordingly pointed out proper ways of the
selection of manager, especially the necessity of the combination of market selection
and inner-organization promotion. Third, we introduce the concept of degree of
informational asymmetry and obtain the conclusion that the effect of non-human
capital in the choice of entrepreneur, to some extent pull down the hypothesis that
possession of non-human capital is the necessary condition of being an entrepreneur.
Finally, we put forward the viewpoint of dynamic identification of entrepreneur and

corresponding searching theory with the method of optimum analysis.
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