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Abstract

During the transition from a planned economy to a market economy, successful
firms emerged continually in China and most of them disappeared in the world. In
the past 30 years, Chinese firms have already gone through a few cycles from the
myth to the nightmare, and numerous large firms crashed collapse suddenly, and
“Titanic” phenomenon often happened. “Success Breeds Failure” has been widely
recognized by Chinese entrepreneurs, and the “Inverted U-shaped Curve” has be-
come the evolved paths for many Chinese firms. Also, with the fact that China’s
economic and social system restructuring is further deepened, technological innova-
tions are accelerated and the pace of globalization continues to improve, China’s
firms will face a survival environment with huge uncertainty, ambiguity and growing
strategic discontinuity, which makes it can be expected that more and more Chinese
firms will come from today’s success into tomorrow’s recession. Therefore, it has
become an unavoidable reality that how Chinese firms avoid the “Inverted U-shaped
Curve” and reduce the phenomenon “Success Breeds Failure” during the transition
period. That is to say, it has been turned into a major urgent issue to be studied for
theory workers and business people that why Chinese firms declined, how they be-
come in decline, what effects of the decline and how to cure the decline.

Faced with the widespread objective phenomenon of firms decline, the scholars
at home and abroad have studied and explored it from different perspectives and lev-
els. Otherwise, the systematical and in—depth research has been rare. In particu-
lar, a lot of research in China is scattered, fragmented and very simple, and most of
which were only a simple phenomenon description. So it is very meaningful that this
book will explore the cause, mechanism, effects and curing strategies of Chinese
firms decline with non-stated owned firms as examples.

Specifically, this book will put the emphasis on and the author’s main contri-

bution is as follows:
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Firstly, this book conducted a systematic study and analysis of the existing re-
search results concerned with firms (or organizational) decline, and the classifica-
tion and merging was done. The results included the fields such as the connotation,
cause and source, mechanism and process, effects and curing strategies, and so on.

Secondly, this book has summarized the explanation regarding to firms decline
from the life—cycle theory, population ecology, resource dependency theory, sys-
tems theory, evolutionary theory and the organizational learning theory. Then these
explanations were critiqued, and the “co—evolution” ideas were introduced. The
book came up with that firms decline is the joint results of micro—evolution and mac-
ro—evolution, and on the basis of which the integrative model for studying the firms
decline was raised.

Thirdly, this book analyzed the external cause of firms decline from the indus-
trial level and macro—environmental aspects. The industrial environment changes to
cause firms decline will include changes in micro—factors such as demand, supply,
division of labor, and technology, and the changes in macro—factors such as evolu-
tion of industrial life—cycle. Furthermore, the macro—environment changes to trigger
firms decline can be categorized into system changes and non-system changes.

Fourthly, this book attributed the internal sources of firms decline to the micro—
evolutionary results of the following internal factors: leaders, strategies, resources/
competencies, mechanism and organizational culture. How these factors caused the
firms decline was also analyzed, and the book further attributed them to organiza-
tional inertia, and it came up with that hidden defects in these elements behind
firms are essentially the organizational inertia which is the co—evolutionary processes
by firms and environment. The hasic mechanism that forms the “Paradox of Suc-
cess” of non-stated owned firms during the transitions is as follows: High organiza-
tional inertia (including thinking inertia and behavior inertia) were formed in the
process of firms’s becoming successful, and these inertia make the firms accus-
tomed to not “searching” but “replication” behavior. As a result, the firms cannot
be aware of the changes or do not react appropriately to the changes when changes
take place in external environment or their growth periods.

Finally, the book conducted a detailed analysis of the impact of firms decline.
Specially, it discussed the effects of firms decline on the industrial and macro envi-
ronment and not limited to the influences on the organization. Based on above

29



Abstract

analysis, both of proactive and reactive governance modes for firms decline have
been put forward according to the difference of governance time point. The book also
argued that the government should take triple kinds of roles including “server” ,

“helper” and “supervisor” in curing the decline of the non—stated owned firms.
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