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On Micro—Regulations of the

Township Enterprises
—An Analysis Focused on the Property Rights

and the Enterprise Forms

Bao Gongmin
(School of Economics and Trade, Zhejiang Agriculture Universi-

ty, Hangzhou, China)

Abstract

Micro—Regulations of Township Enterprises (MRTEs), to-
gether with other social, political, economic and natural factors,
determine the ups and downs of Township Enterprises (TEs).
MRTEs, which influence the development of TEs, are the major
factors we can control. It is therefore very important for us to do
researches on the efficiency of MRTEs with various economic
analytical methods, lessening their practical costs, diminishing
their items that hinder the development of TEs, abolishing the
useless or inefficient programs, and strengthening those that ac-
celerate the development of TEs. These will not only improve the
mechanical effect of MRTEs in accordance with the primary goal
of our socialist market economy, but also help TEs to develop

steadily in a manner in which efficiency and impartiality
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favourably interact each other. However, the mode of MRTEs is
of great significance in our practice, which affects the develop-
ment of TEs, and influences the function of the government as
well as the realization or earlier realization of our socialist mar-
ket economy.

As a rule, economic reform is carried out at macro — and
micro—cosmic levels, which (the author emphasizes here the lat-
ter formulation) is to transform the ossified MRTEs of highly
centralized economy into new MRTEs that step up productivity.
Drawing on rich experiences of other countries, we have cut a
new path in our economic reform. As it is, we have developed a
series of regulations closely connected to the development of TEs
in our practical activities, thus laying a solid foundation for a
perfect establishment of MRTEs and setting a good example for
that of micro—regulations of State —owned Enterprises as well.
By studying the main problems and aspects of MRTEs, we have
summed up the positive experiences in the development of TEs,
which are directly related to MRTEs, probing into the law of
their improvement, solving the vital problems of property rights
and the forms of TEs, and so filling the gaps of the theory con-
cei‘ned._

| Through analyses, we find in MRTEs the unity of two inter-
related aspects to one problem: the stipulation and protection of
property rights and the establishment and choice of enterprise
forms. The states of enterprise property rights are the main as-
pects determining the motive force structure of enterprises, while
the enterprise forms embody the former. On the other hand, any

illogical enterprise forms and ambiguous relations of enterprise
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property rights are fatal problems that affect the development of
enterprises, TEs in particular. Thus, our analyses are focused on
how to make better use of the aspects of the property rights and
that of TEs forms with effective MRTEs.

‘Unfortunately, there remain many vacancies as to the study
of property rights and to that of effective MRTEs. The author
however has originally ;'eached a series of conclusions, which lay
the theory on a firmer foundation. Under market economy sys-
tems, existence and development of the micro — regulations de-
pend on their availability to remedy the defects of market compe-
tition. And under given social, political, economic and natural
environmental conditions, it is the major force, initiation of new
technology and regulations that pushes the development of socio
—economy. Establishment of Micro—regulations is to stipulate
and protect the property rights, whose significance lies in making
a clear —cut distinction of the relations among responsibilities,
and rights and interests, controlling the number of ” free —
riders” , and reducing the waste of resources. In fact, an appro-
priate compromise in the treatment of the relationship of impar-
tiality and efficiency is a very important principle in eur carrying
out the policy of stipulating and protecting the property rights, to
conform to the requirement of market economy. Thus,in stipulat-
ing the property rights, we must ensure their impartiality and ef-
ficiency, appart from a relatively reasonable dispersion of pro-
prietors and the relative unity of property rights of concrete own-
ers along with a variety of property rights patterns.

Comparatively speaking. the MRTEs discussed refer to the

following 3 major parts. a) the market subject regulations, b)
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the enterprises’ behaviour regulations, and c¢) the regulations
which determine the advantages and disadvantages of enterpris-
es. According to the author, the method of analysing the internal-
ity and externality, differential interests motive power induced
by the former and transaction costs is practical in the determina-
tion of the effectiveness_ of the MRTEs concerned, by way of
which the advantages and disadvantages of enterprises can be de-
termined.

Based on serious analyses, the author arrives at the conclu-
sion that many factors influence the development of TEs, but the
crucial one lies in the softening of terms in planning and admin-
istrative MRTEs. What’s more, TEs will stagnate without
MRTEs appropriately ad justed to the demands of market econo-
my for the efficiency and impartiality.

Furthermeore, the author holds that the traditional collec-
tively — owned township enterprises are the public enterprises in
small regions, which present a distorted picture of property
rights characterised by the existence of their nominal property
rights, their deviation of property ownership and their ambiguous
relations of inner interests. This article, by casting a light on the
above phenomena, elucidates the malpractice of the distorted
property rights, and puts forward an approach to the solution of
the problem, directing the development of public enterprises in
small regions.

Quite different from the viewpoint of taking for granted the
principal —agent, or of dodging it, or even simply denying it,the
author tries to explain the hows and whys of the issue of the phe-

nomenon, viewing that its existence is built on a profound base.




