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ABSTRACT

The 15th National Congress of the Communist Party of
China pointed out that the large and medium-sized state-owned
enterprises should be reformed into normative corporations so as
to set up the modern enterprise system. For this purpose, the
corporations existed and the evolution of the corporation thought
in China, as well as its present practice and theory at home and
abroad, should be studied, as the historical study will provide a
new perspective for the present researchers. However, due to
various reasons, no ‘historical study has ever been made
systematically on the evolution of the corporation thought,
except for some on the corporate history in China.

This book aims at making clear and commenting on the
evolution of the corporation thought in China from 1842 to 1996,
attempts to show the Chinese features during the evolution, and
thus gives some enlightenment to the present reform. The book
mainly studies the three related aspects which are the basic and
core issues of corporation as follows; (1) what the corporation
is, including the definition, the features, the norms, and the
types of corporation, (2) thought of corporate property rights,

_also concerning the public or private ownership of corporation,

and (3) thought of corporate governance, involving the design of
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its institutional arrangement and the analysis of governance
mechanism, also concerning the right-sharing structure. In
brief, thought of what the corporation is, corporate property
rights and corporate governance are the three basic elements
analyzed in this book.

Laws and regulations make the corporation an institutional
arrangement, and also convey the corporation thought like other
relative publications. This book divides the evolution of
corporation thought in China into stages from the perspective of
relative laws and regulations, in which the characteristics and
the advance than the last are summarized in special topics, so as
to integrate the history and the logic into a whole,

The structure and main contents are as follows.

Chapter 1, from 1842 to the Companies Act’s promulgation
in 1904 was the initial stage of the corporation thought in China.
Its characteristics included the introduction of foreign company,
the emphasis on the necessity of establishing companies, and the
emergence of thought of establishing government-controlled and
private-owned companies. The thought was still at the level of
understanding “what the company is” .

Chapter 2, from 1904, through the 1914’s Companies
Regulations, 1929’s and 1946’s Companies Acts, to the founding
of the People’s Republic of China in 1949 was the developing
stage of the corporation thought in China, during which not only
institutional issues concerning company were discussed, basic
types of company were classified, and some features of thought
of corporate governance were embodied, but also the change of

stockholder’s control rights in corporations were discussed at a
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deep level.

Chapter 3, during the stage mentioned in chapter 2, another
obvious characteristic was the thought concerning corporation
with government capital, which stressed on how to separate the
duties of government and corporations, and criticizing the
variation of government capital in corporations into bureaucrat
capital. Actually the thought was about the corporate governance.

Chapter 4, from the founding of the People’s Republic of
China to the Third Plenary Session of the 11th Central
Committee of the CPC in 1978 was the transforming stage of the
corporation thought in China. Its characteristics included the
emphasis on the corporate nature of public or private ownership,
the deviation from general corporation norms which was
determined by particular historic task, and the formation of the
thought of *the administrative company” conformed to the highly
centralized planned economy system.

Chapter 5,from 1978 to.the Corporation Regulations’ promul-
gation in 1992 was the reappearing stage of the corporation
thought in China. Its characteristics included the continuity of
the habit of viewing corporation at the angle of public or private
ownership, and the discussion of ” shareholding system” which
means the resumption of discussing ”what the corporation is” .

Chapter 6, from 1992, through the 1993’s Corporation Act,
to 1996 was the deepening stage of the corporation thought in
China. Its characteristics included the concrete and comprehen-
sive discussion of "what the modern corporation is” by discussing
the nature of the modern enterprise system and its features, the

inquiry into the concrete corporate models for the state-owned
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enterprise reform, and reanalysis of modern corporate property
rights on the basis of revising the previous opinions.

Chapter 7, during the stage mentioned in chapter 6, another
characteristic was the inquiry into how to establish effective
corporate governance in the state-owned enterprise reform,
which included designing the institutional arrangement,
analyzing the governance mechanism with modern firm theory,
and discussing the ”insider control” problem and how to solve
the problem so as to reduce agency costs on the premise of
separation between government and enterprises.

The evolution process of the corporation thought in China in
the past one and a half centuries shows that modern corporation
system leads the changing direction of firms due to its promotion
of productivity and thus will have to be accepted by the Chinese
sooner or later. With the development of corporation practice in
China, the relative thought will advance to a new stage,from the
practical knowledge level and the preference for discussing the
corporate nature of public or private ownership to a new
theoretical stage, and finally smash the bonds of conserva-

tiveness.



= PO |

5% EREEATHEMN LS EE
[0} 2% (1842~ 1904)--- creeutsersatsentaiseee 8
H—¥ E%Fﬁ*“?ﬁm@%Fé e
HH NRATBEBHAIE worreermeosermemceesnes 12
%ﬂ.p gj—/\—”ﬁ[*&m&m T P T ST TR V4
B ﬁgﬁﬁfﬁmAjﬁﬂﬁﬁﬁﬁz SR
— B 1g]‘j] RIEHNEF TR tessescsansacenees 2]
SR BB AR E B I e 25

-k ’\_]IiiAlﬁﬂllﬁiiEﬁf’ﬁcl’.’&_]fﬁ']??@

B E 3E (1904 ~1949) - ceersains B 3 |

F—F \7$ﬂMWﬁ5“7ﬂE@ﬁm@ seeee 31
B L L S T T C——

T AN E ] E AR AR AT e e cee s sne e insiiiiienii e 33
e
— %FE@‘]?’FM&{&}(%FR)/A\‘] B T
S



2 o [ 2 7] ] B AR

B=" ﬁ?éﬁ*%ﬁéﬁ@
— JRACIR H &AL y

AN EA e
eseee .e 48
50
cectecescasciness 50

RLZN S VERN $3-LDTT FATRae
IRAT R AR A W5 R S 2 T 5 A B 1 oo

= R F A

BHY MBROHERAFAHEREE -

—. B ﬁ&iAkwﬁﬁﬂﬂfAHF

e

$=F AGFBBSHEIEER.ERERX

[B]RE(1904~1949) -
BT XTEAEERE -
-a%ﬁ%$%51ﬁ@%€ﬁ
ZORFLL LB E X -

|

ZVER R AR F AR A £ A M e
SERAARRRN G G EEEd -
B=

EME FPERIGATHBANET1949~1978)

BT AEFFEEARERERE QTS e
-n%RiiXﬁﬁEE¢ﬁ$mﬁﬁﬁwmwﬁ
;«ﬂ%ﬁ%ﬁﬁ$w»¢R%WQﬂﬂfﬁ

BT \ﬂAgﬂﬁ¢“7%E@mﬁx nreee

—‘ﬂﬁiﬂﬁﬂﬂﬁﬁﬁ

EXf%’/L\\ ‘] 1&ﬁ*x éljﬁﬂg, tesceseressssesatiorsrrrocs
.. 92

oW HeE X AMEERSTEEL RS

i ﬁ“?%*@%ﬁﬁﬁﬁﬁaﬁ%$%ﬁﬂ

v 40
vesee 40

43

51
54

- 61
- 61
- 61
cesastectevesssasresrancrrrenen 64
o @%§$mﬁﬂﬁ@¢5ﬁ.mm.mmmmm"
EREREE T A A G errenenirenneeeeneieens
.. 67
o 72

66
66

81
81

82
.. 84
e 87
cesee 88

90



B # 3

— HEEHE BN B A EA et cesie e 93
IR AR R T A B e e 06

ERE FHINEPEGHIBEERE (1978~1992) - - 103
-3 XPFTECHE A 8B e seee s eeenes 103
A R E B S HITRE e e 107

— R E BAL B A cer e rnes it sc e e eeeees 108
. EknEH EEN G R P N 14
H= &%ﬁ%mx%hﬁ%ﬁﬁm%m e 114
— R B BGIE  cee s ceeseesimiiriinens 114
Jal LAY R T T P I
B @ﬁﬁﬂ&w%ﬁﬁ%ﬁﬂﬁﬁ seereeeees 121

H%*X f@ﬂﬁftfé&&ﬂ' crseserscsiitsstisirsannne 121

JEHF R EAENEE - B K

A JRIFTT BT B G D e vereer et se e 126

VIR E] AR e e s s s s e see e 120

3

= b

BRE Qﬁ%ﬂﬁﬁFﬁﬁ“ﬁﬂ@ﬁ
B{]I*{t(1992~1996) ceneseeeees 37
£ “1%ﬂm%ﬁﬁﬁkwﬁﬁ5m#ﬁ 138
B xﬂﬁﬂ% R AT R e 140
’%ﬁﬁﬂﬂﬁwﬂiﬁﬁG%ﬁ@ﬂﬂmﬂ --------- 142
=W A AR A TR oo 144
— HEAT A i.ﬁ%‘ﬂﬁxi\‘] crresiiereisasereneieaes [45
ZBREALVERANT - P L
BINY B T AL BT e vreeeeere eeveresnrnnennenes 152




4 s 24 Al SRR

e BB E S AFFE A E ceeeereeerereeeerraiesnne
SR A G A PR G T ceeeeree e aneeieieniiaiiionane

FtE EHECIWRAKATHBERLSIEEHN
) IR T (1992~1996) -+

— EA LB G ﬁ%%ﬂ%%ﬁn~m-

—HZaTRE=ZLEA -
SAAEA Y RS AT -
L) @ﬁfﬁlki’ﬁtfﬁﬂ*{nf_ﬁé*mé’]fi AT

iLch/\jlkfﬁ!ilﬁéﬁé’l)\

A EA A H ﬁWiﬁ%%ﬁﬁ-mnu
B4 @ﬁmﬂuﬁ¢W%ArﬂmaMﬁ?~mmm
coe eenessscnsan 185

— A AEF EAEARY
T HEHAHAER R -

AU @ﬁﬁﬂ&%¢@ﬁ WM%&@ oo
— A& $%#Aﬁ%$%ﬁ%%ﬂé%$ﬁ

AN RAFREE RS
ZRARFAARK G HNAE EE

153
156
160

ceer 169
-+ 169
= 170

172
- 174
ceere 174

180
185

-+ 188

-+ 194

194

eveer 108
-+ 202

% R T T T
JE- -ia.................................................. sesesesstsesacsans

T TR - 1

212
216
235



Preface

.CONTENTS

1 Emergence of the Corporation Thought and ”"Government
-controlled” Issue in China(1842~1904)

1.

1 Emergence of the Corporation Thought in the

Modernization

-owned Company Model and Its Evolution

o

-4-].

1.4.2 On the Necessity of the Company Model

i

Various Views of the Corporation
Reflections on the Corporation Practice

Thought of Government-controlled and Private

Variation in the Company Model

.4.3 On the Transient of the Compa;ly Model

12
17

2 Evolution of the Corporation Thought after the Company
Act’s Promulgation in China (1904~1949)

2.1 Company Act’s Promulgation and the Thought of

Institutional Establishment for Companies

2. 1.1

From ”Government-controlled” to

“Protecion by Law” Intention

31

31

31



HE 2 A ) B

2.1.2

Reflection on the Institutional

Establishment for Companies

2.2 On Basic Types of Company Embodied

in the Acts

2.2.1

2.2.2

[\

.2.3

Unlimited Company and Joint-stock
Unlimited Company

Unlimited /Limited Company and Joint
-stock Unlimited/Limited Company
Limited Company and Public Corporation

2.3 Some Thought Features in the Corporate

Governance
2. 3.1 Thought of Share Right Restriction
2. 3.2 Thought of Corporation as Shareholder
and Holding Company
2. 3.3 Thought of Family-controlled Company

2.4 Deep Consideration of the Corporate Control

2.4.1
2.4.2

«

2.4.3

Differentiation of Shareholder’s Property
and Corporate Property

Analysis of Senior Shareholder’s Control
instead of Small Shareholders

Inquires into the Manager’s Enhancing

Control due to Share Decentralization

3 Corporation Thought Concerning the Issue of State
and Bureaucrat Capital in China (1904~1949)
3.1 On the Issue of State-owned and State-run

3.1.1 On Moderating Capital and Thought of State

33

37

38

38
39

40
40

43

48

50

50

51

54

61
61



CONTENTS

-owned and State-run
3.1.2 About the Definition of Public Enterprise
3.2 Corporation Thought concerning State Capital
3. 2.1 Various Ideas about State Capital
Operation
3.2.2 Different Models of Corporations
with State Capital
3.2.3 Reasons for Incorporation of State Capital
3.3 Criticism of the Variation of State Capital in

Corporations into Bureaucrat Capital

4 Transformation of the Corporation Thought after
the Founding of the People’s Republic of
China (1949~1978)
4.1 A Property-ownership View of the
Corporation
4.1.1 Thought of Classifying Different Economic
Sectors in the New Democratism
4.1.2 Corporation Thought Embodied in The
' T'emporary Regulation for Private-owned
Enterprises
4.2 Transformation of the Corporation Thought
during the Public and Private Cooperation
stage
4.2.1 Approaches to Obtaining the Corporate
Right of Control
4.2.2 Approaches to Obtaining the Corporate

o e e e

61
64
66

66

67
72

75

81

81

82

84

87

88



4 FEL A H BB

Right for Profit
4.3 Formation of Socialist Public Ownership and the
Thought of the Administrative Company
4. 3.1 Thought of Establishing the Specialized
Companies
4. 3.2 Thought of Trying the Trusts

5 Discussion on Shareholding System in the System
Reform in China (1978~1992)

5.1 Reflection on the Administrative Company
5.2 Emergence of the Thought of Shareholding
System and Its Tortuous Development
5.2.1 Emergence of Thought of Shareholding

System
5. 2.2 Tortuous Development of Thought of
Shareholding System
5.3 Meaning of Shareholding System and Debate
about the Nature of Shareholding System

wn

. 3.1 Meaning of Shareholding System
. 3.2 Debate about the Nature of Shareholding

wn

System
5.4 Share-right Design for the Incorporation of
State-owned Enterprise
5.4.1 Qualitative Design for the Share Right
Structure
5.4.2 Design for the State-owned Share

Operation

T TUTITTETTTITTY TUTUUTRIAT TS 1

90

92

93

96

103

103

107

108

110

114
114

117

121

121

123



CONTENTS 5
5.4.3 Dispute on Enterprise-owned Share 126
5.4.4 Thought of Pan-shareholding System 129

6 Deepening of the Modern Corporation Thought

after the Corporation Regulation and Act’s Promulgation

6.1

6.2

o O

6.3

6.

(o))

6

6.

in China (1992~1996) 137
The Promulgation of Corporation Regulation and Act
and Reflection on the Shareholding Experiments 138
Modern Enterprise System and the Modern
Corporation Thought 140

. 2.1 Meaning of Modern Enterprise System 140
. 2.2 DBasic Features of Modern Enterprise System
and the Modern Corporation Thought 142
Discussion on the Modern Corporation Models
in the State-owned Enterprise Reform 144
. 3.1 On Establishing State-owned Holding
Companies.in Industries 145
3.2 On Authorizing State-owned Group
Companies 148
.3.3 On the wholly State-owned Company 150
Discussion on the Modern Corporate Property
Rights _ 152
.4.1 Separation of Ultimate Ownership and
Corporate Ownership 153
4.2 Separation of Original Property Right and
Corporate Property Right 156
. 4.3 Separation of Ownership and Control 160




6 HE 2w B AR5

7 Inquiries into the Governance in the Incorporation of
State-owned Enterprise in China (1992~1996) 169
7.1 Arrangement of and Reflection on the

Governance in the Incorporation of State

-owned Enterprise 169
7.1.1 The So-called "Three New Organizations”
and "Three Old Organizations” Issue 170

7.1.2 Reflection on the Governance Arrargement
in the Incorporation of State-owned
Enterprise ‘ 172
7.2 Theoretical Analysis on the Governance
Mechanism in the Incorporation of State-owned
Enterprise 174
7.2.1 Introduction of the Modern Firm Theory 174
. 2.2 Analysis on the Endogenous Defect of the

-~

Governance Mechanism in the Incorporation
of State-owned Enterprise 180

7.3 Inquiries into the Insider Control Problem in

the Incorporation of State-owned Enterprise 185
7.3.1 The Problem of Insider Control 185
7. 3.2 Approaches to Controlling the Insider

Control 188

7.4 A New Design for the Governance in the
Incorporation of State-owned Enterprise 194
7.4.1 Residue-sharing between Human Capital
and Non-human Capital Owners 194
7.4.2 On the Property Rights of Human Capital




