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Abstract 1

Abstract

This paper, focusing on issues concerning the evolution of system
and practical development connected with the enterprise governance
under the condition of economic globalization, information and inter-
net era, constructs one analytic framework used in the enterprise gov-
ernance and puts forward the philosophy or logic of contractual gover-
nance as well by way of applying such research pattern as combining
the new institutional economics (NIE) with the classic one. The au-
thor is convinced that the governance system of enterprise has fol-
lowed the historical evolution track from the unilateral governance by
shareholders to the multilateral governance by the cooperation of all
relevant entities. This paper mainly analyzes the surplus distribution
of modern enterprise from the angle of human capital and the arrange-
ment of control power from the angle of cooperative control through
which the author assumes that the innovative concept of governance
reform about domestic enterprise lies in constructing a market — ori-
ented contractual governance.

Chapter I. “Contractuality”, arrangement of proprietary rights

(ownership) and enterprise governance: a simple analytic framework.
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According to the author, the nature of enterprise consists in the mar-
ket — oriented contract related to the creation and distribution of coop-
erative surplus. Consequently, the ownership of one enterprise is in
fact the actual occupation of cooperative surplus by the parties sharing
the contract of the enterprise abbreviated as surplus occupation. The
arrangement (arrangement) of proprietary rights depends on the ne-
gotiation power of proprietors of all factors participating in the con-
tract. The negotiation power mentioned above is a function of the risk
— bearing capacity of every factor and the relative scarcity degree.
The practical arrangement of proprietary rights takes on a dynamic
modulation state which is the “contractual” logic of the arrangement
of ownerships. “Capital” logic and “labor” logic are just two extremes
of “contractual” logic.

Therefore, so— called enterprise’ governance is a set of rules o-
riginated from the negotiating process of proprietors of all factors and
centering around the surplus occupation and the arrangement of corre-
sponding control power. The author looks at the enterprise’ gover-
nance based on the re — evaluation of “contractuality”. The enterprise
governance is nothing but the specific “contractuality” of enterprise
which is the backbone of enterprise’ governance discussed in this pa-
per i.e. the contractual governance logic of enterprise.

Chapter II. Historical evolution and practical development of
enterprise’ governance . This chapter testifies the “contractual” gov-
ernance logic from the perspective of organic combination of historical
evolution and logical perfection. The evolution of governance has fol-
lowed the historical track from unilateral governance by investors of
classical enterprise to bilateral governance by modern companies and
then to multilateral cooperative governance by innovative enterprise.

Based on this track, we are doing reflections upon the theory of “en-
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trustment of an agent” inherent in the neo — classical analytic tradition
and in the logic of “the shareholders, the supreme” derived from the
tradition in question.

Chapter III. Human capital and distribution of cooperative sur-
plus of modern enterprise. This chapter puts emphasis on the relation-
ship between capital and the distribution of cooperative surplus from
the angle of human capital. We think that the negotiation power of
modern enterprise’ surplus shared by human capital is based on the
“exclusiveness” of innovative labor. We explore cooperative surplus
distribution managing process from the angle of the development pro-
cess of a virtual typical modern enterprise and point out that this is a
multiple progressive contractual pattern of negotiation.

Chapter 1V. The arrangement of control power in modern enter-
prise: a perspective based on cooperative control. We offer the propo-
sition of cooperative control about the arrangement of control power.
Board of directors thereby is not just a trustee institution of sharehold-
ers’ interests but a carrier of the reasonable arrangement or allocation
of control power among the relevant entities participating in contract
of one enterprise and of exerting the enterprise’s control power. The
governance mechanism of the arrangement of control power is an or-
ganic combination of the negotiation system during the policy — mak-
ing process, the flexible governance of control power shift and the
market governance as well.

After describing the basic content of cooperative control of mod-
ern enterprise in detail, we analyze the relationships between the en-
terprise’ control power and various governance entities such as share-
holders, creditors, administrators and workers respectively. We also
make profound analyses on the capital structure, the international ten-

dency of shareholders control, financing structure, managerment con-
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trol and holding system of employees.

Chapter V and VI are mainly concerned with the practical appli-
cation of “contractual” governance logic and explore the situation of
our nation’s state — owned enterprise — managing reform and their in-
novation.

Chapter V. Current status and demerits of state — owned compa-
nies’ governance during the period of transformation. In our opinion,
the reform of state — owned enterprise has been adopting such manag-
ing way as “capital” logic in the past over 20 years whose main feature
is as follows: administrative enterprise governance under the condition
that the entities of capital ownership are omitted or absent. General-
ly, the governance of our nation’s public companies is characterized
by classical management. This chapter also points out the reason for
the financing paradox i. e. preference for stock rights financing in
public companies of our nation is the lack of restraint system to state
— owned large shareholders’deputy due to the classical governance. -

Chapter VI. The governance innovation of Chinese enterprise:
the construction of market — oriented contractual governance. Issues
about the state — owned enterprise managing innovation in the com-
petitive fields are explored in this chapter. We must carry out the re-
form of state— owned enterprise on two levels: macro — level and mi-
cro— level. On macro — level, we should cultivate and develop a con-
trol power — oriented market with the aim to adjust the state — owned
enterprise and re — structure the state economy strategically. On micro
—level, we should innovate the enterprise governance taking the con-
struction of a new market — oriented contractual enterprise governance
as its object. In the end of this chapter, the essential ideas of this kind

of governance in question and some relevant advices are provided.



