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ABSTRACT

High technology enterprises play a vital role in
current and future economic activities. As a special nex-
us of contract between human capital and physical cap-
ital, high-tech enterprise differs greatly from traditional
firm. This difference lies not only on the technical
aspects but also more on the distinctive role of human
capital. It is generally believed that neo—classical eco-
nomics focuses on the analysis of traditional firm, gives
sufficiently highlights on physical capital while ignoring
the voice of human capital. This can be concluded with
the physical capital-primacy paradigm. When applying
this perspective to the high-tech enterprise, which
stands for the so-called new enterprises, we find things
are not always in line with the neo-classical perspec-
tive. In technology-based firms human capital turns to
be the most important source and driver of the growth
of the firm. From the historical point of view, we find

that the elements structure of the firm has changed a
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lot. The human capital has taken the place of physical capital,
becoming the dominant element in the firm. The escalating role of
human capital in business practice has induced the partial change of
the firm’s nature, which accordingly is reflected in the governance
arrangement and the incentive contracts. Therefore researches on
high—technology enterprise from the human resource perspective
have greatly flourished recently.

Based on the above consideration, we intend to focus our
research on high-technology firms from the human capital, especial-
ly entrepreneurial capital perspective. Besides expounding on the na-
ture, characteristics and arrangement of the contract normatively,
this paper will also empirically verify the above research issue with
the combination of Chinese high-tech firms’ business practices. Since
the importance of human capital and its unique features greatly influ-
ence the nature and construct of the high-tech firm’s contract, sub-
sequently the specific arrangements of the contract will give feedback
to the entrepreneurship potential, this paper is mainly centered by
the following two issues; (1) Compared to the traditional firm,
what is the unique nature of the high-tech firm’s contract? What
kind of role the human capital plays in this contract? (2) How this
contract is specifically arranged? By what means can entrepreneur-
ship in high-tech firms be sufficiently motivated? Accordingly this
paper can be classified into three parts as follow;

The first part ( Chapterl and chapter 2) mainly covers intro-
duction and literature review. The introduction states the research

background, the research logic and method, etc. Chapter two
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resolves around the contractual nature of high-technology enter-
prise. On the basis of critical retrospect of the theory of the firm,
we find that besides the entrepreneur perspective, theories inclu-
ding neo—classical economics, transaction cost econormics, property
right economics, agency theory, competence and knowledge-
based theory to some extent have all ignored the crucial role of hu-
man capital, especially entrepreneurial capital in the contract.
Through the work of literature review, we classify the nature of
entrepreneurship into three points as crafting innovation, taking risk
and uncertainty, distinguishing and seizing opportunities. These
features are what make the high-tech entrepreneurs distinctive from
traditional entrepreneurs as the former are required more active in
innovation, more willing to taking risk and uncertainty and more
capable in seizing the opportunities. We believe from this point of
view that high~tech firm is a high power human capital primacy
contract, taking full advantage to motivate the entrepreneurial inno-
vations.

The second part ( Chapter 3 and chapter 4) embodies the
frame of this paper’s theoretical analysis. In chapter 3 we turn to the
internal explanation for the contractual characteristics of the high-
tech firms. The changes of contractual analysis perspective, inclu-
ding principal-agent based view, shareholder primacy view, stake-
holder primacy perspective, co-governance view and the access
right theory, have all demonstrated that the increasing importance
of human capital is the key factor that gives in-depth elaboration to

those transformations of research focuses. This paper tries to analyze
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the determinants that help the repositioning of human capital in the
contract. The importance of human capital, the property feature of
human capital, the risk taking capability of human capital, the bar-
gaining powers of human capital are among four factors to give
proof to the above argument. Through the investigation in the rent
creating process primacy by the human capital in high-tech firms,
this paper further reveals the contractual nature of the firm.

Chapter 4 continues the analysis about contractual arrangement
for high-tech firms, pointing out that contracting design must en-
sure the human capital to share the residuals through appropriate
means. Among all types of contract, profit sharing is believed as the
one to live up to this demand. As any participants in high-tech firms
cannot solely bear such great uncertainty, it is profit sharing that
can realize the risks and uncertainties be undertaken by different par-
ties. This also gives incentive for innovating activities under great
uncertainty, At the same time, profit sharing is always helping for
screening of human capitals with desired entrepreneurship. Through
profit sharing, ex post bargaining on profit and a voting voice in
the governance, entrepreneurship in high-tech firms can be ulti-
mately inspired. We also make a tentative analysis about the institu-
tional factors that might exert influence on the change of contractual
arrangement for high-tech firms.

Part 3 (Chapter5, 6 and 7) is the positive research concemn-
ing the contractual arrangement for high-tech firms. (1) Com-
bined with western practice, Chapter 5 makes a descriptive analysis

about the profitsharing patterns in Chinese high-tech firms. Re-



search findings indicate that those different patterns all have some
positive effect in motivating human capital’s endeavors. (2) Chap-
ter 6 while discusses the above issue from the institutional dimen-
sion, finding that in private owned enterprises, no matter for the
owner and professional managers, the motivation for choosing stock
option is quite clear and certain. Thus we can reach a dominant
equilibrium for both parties. While in state-owned enterprises as the
incentive to choose stock option is rather complex and high oppor-
tunism for managers. All these make it difficult to reach a stable
equilibrium for both parties. In reality whether or not to accept
stock option to enforce motivation is a more individualistic bargain-
ing process. The result is determined by two parties’ bargaining
power and other considerations. The following section then focuses
on the evolutionary pattern of the contractual arrangement of the
high-tech firm in China. During this transition period from planned
economy to market economy, although those two kinds of firms
showed much difference in incentive contract and property rights
pattern in initial stage, they all abided by the same path in institu-
tional change, which evolved towards the profit-sharing arrange-
ment. (3) The empirical analysis is conducted in chapter 7 to test
the effect of the profit-sharing arrangement in Chinese high-tech
firms. The dissertation uses 143 listed high-tech companies as the
sample to verify the proposition rose in the above theoretical analy-
sis. Most of the proposition is proved by the test, such as there
exists significance in performance between the high-tech firms with

executive stocks and without executive stocks; there is a strong cor-
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relation between the executive share proportions and the business
performance; the correlation existing between the executive share
propottion and firm’s performance is much greater than that
between employee stock proportion and firm’s performance. More
in-depth analysis is conducted under the classification of ownership
structure, industry, scales, financial structure to test the relation-
ship between the executive share proportion and firm’s perform-
ance. Those exploratory researches on the whole bear some reasona-
ble conclusions as in the listed high-tech firms, which are state-
owned, moderate scale, high growth oriented, have better incen-
tives by the executive shareholding,

Part 4 (Chp8) is the conclusion and discussion of this disser-
tation, which includes the main views and conclusions, innova-

tion, and future direction of this research.



