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- Preface

Gu shutang

In 1990, Professor ChangXiuze undertook two research pro-
jects; “China’s Modern Enterprise System Study” sponsored by
National ‘Philosophycal and social Science Foundation ,and“Enter-
prise Innovation Mechanism Study”sponsored by National Educa-
tion Committee for the Ph. D Program in social science. Experi-
encing four years of hard work,he finishes the book “On Modern
Enterprise Innovation—— A Study of Innovation on China’s En-
terprise System”now published by Tianjin People Prés_s,which is
a significant achievement in the field of China’s enterprise innova-
tion study. ° |

China is undergoing a critical transition period from planning
economy to market econ.omy,and the waves of reform are wash-
ing against the remained broken planning economy system. Mean-
while , socialism market economy initiates its irreversible process of
budding and growing. Under this background China’s enterpris-
es,especially state—owned enterprises,start their own innovation
process. Enterprise’s property right system, structure system and
management system etc. are undergoing dramatic changes. This is
the first time that whole scale enterprise innovation process is
based on market requirements and centered on system Innova-
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tion. The author sharply grasps the issue and makes an in-depth
analysis into it. Professor Chang puts forward China’s enterprise
innovation’s basic principles,ovéral‘l framework , operational strat-
egy and innovation coordination etc,and thus forms a relatively
comprehensive modern enterprise innovation theory system. Ac-
cording to my assessment,this book is pioneering on the system-
atical study of enterprise overall innovation based on socialism
market economy theory and centered on system innovation, which.
have a significant theoretical andapplicable, impact in restructur-
ing China’s micro-economic basis.

After reading the book,we can find the following creative
views are worth sharing. :

I. The Study Approach of “New Combination between
Modern Market and Bureaucracy”

Non-market *Social Giant Bureaucracy ” and “Pure Market.
System "are the two extremes of resource allocation. Their effec-
tiveness only exists in the logic world of “Zero transaction cost. ”
Western economists bring in the bureaucracy structure from the.
“Market” pole to reallocate the resource. But the author of this
book tries to seek an alternate way. Considering China’s actual
properfy right system ,he starts his analysis from pre-reform’ bu-
reaucracy structure and highlights the thternal contradication be-
tween state-owned enterprise system and market economy, such
as the contradication betwen the independence of market economy
participant and the blurring of state-owned enterprise property,

the contradication between the high efficiency required by market
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economy and the low efficiency of state-owned enterprise proper-
ty right operation etc. He further puts forward a new approach of
combining modern market with bureaucats to minimize the trans-
action cost and makes his along this way. Although the analysis
was not complete,it is still a breakthrough compared with other
traditional theories. |

1. The theory underlying the China’s Enterprise System In-
novation. )

‘What Itheor.y should the China’s enterprise sy$tem innovation
be built on? There are nobody deeply considering this issue ever
before. The author first explicitly points out the three basc princi-
ples underlying China’s enterprise system innovation ,namely, the
transformation of resource allocation, the restructuring of enter-
prise property right and the efficiency of capital operation, and
this 1s the most marvelous part of the book.

H . The Split of Property Relation and Legal Person Proper-
ty Right System., .

The author analyzes the three theories of property right(i. e.
“System Theory”“Value Theory”and “Seperating "heory”) ,and
then elaborates his property relation split theory (. the basis of
legal person property right system,he provides a new insight into
the clarifying the property relation and the seeking modern enter-
prise organization form. In this way the author builds the overall
framework of China’s enterprise system innovation and draws a
relative complete outline for future property system.

N . The Operation Strategy for state-owned enterprise; Re-
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forming in different category and advancing in three fronts.

Several years ago,the author proposed a strategy of “reform-
ing in different category and advancing in three fronts™(property
right transfering, joint-stock restructuring and state assets trust-
ing operation). Facing the new reform practice , this book makes a
further analysis and raises a new approach :in the aspect of prop-
erty right transfering, he suggests setting up solar-system typed
property right exchange market system and divides enterprise
property right into several“property right unit”which can be ex-
changed on the market;in the aspect of joint-stock restruéturing,
he advocates to set up social security fund by selling parts of the
state shares(“exchanging assets with security”) ;in the aspect of
asset operation, he emphasizes restructuring state asset operation
system according to capital rule,etc. These unique views are sig-
| nificantly helpful for carrying out the state-owned enterprise sys-
tem innovation.

V . the Dual Implication of Enterprise Market Innovation.

Generally, enterprise market innovation: refers to exploring
new market and meeting new demand. The authcr defines this as
the first implication of the enterprise market innovation. Under
the socialism market system,he puts forward the second implica-
tion of enterprise market innovation i. e. creating “new combina-
tion”of market. The second implication includes promoting the es-
tablishment of market system,the adjustment of market structure
and the establishing and perfecting of the market order. These

. . . . e A
new ideas give us a broader and deeper view of enterprise markef
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innovation.
VI. The Main Participant of Socialism Enterprise Innova-
tion.

Western economists usually emphasize the significance of en-
trepreneur in view of the main participant of enterprise innova-
tion. This book brings forward a “three-in-one”main participant
theory, i. e. enterprise plays a leading role; entrepreneur is the
backbone and ordinary workers are the foundation. This theory is
apparently characteristic compared with western theory.

Nevertheless,as a book of systematically discussing socialism
enterprise innovation,there are pitfalls and shortcomings. For ex-
ample,enterprise technology innovation is a Vefy important aspect
of enterprise innovation. But in this book ,it’s only analyzed briefly
in the introduction without further deep discussion. Although the
author has paid attention to absorbing and digesting western eco-
nomic theory, in some parts they are still not coordinated very
well. Besides,lacking of quantitative analysis is another pitfall.

Similar with enterprise innovation , theory innovation is with-
out limit. I hope the author could continue his study and con-

tribute more to, China’s enterprise innovation.

March 29,1994. NanKai
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