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Abstract

From the history of the firm’s development, we can find that the
boundaries of the firm evolved with technological progress and institution-
al change. Academic model which established to analyze how technology
progress influenced the firm’s scale-boundary can explain the trend of
firm boundary which transform from vertical integration to outsourcing.
The data from empirical study reveals that the scale-boundary could influ-
ence the input and performances of firm’s technological innovations.

The change of firm boundaries reflects the evolution of economic or-
ganization system. Firm boundaries show some new features as many new
forms of economic organization emerging in the New Economy. The
boundary between “firm” and “market” shows some limitations. The
mainstream analysis pattern of firm boundaries faces some new challen-
ges. Recently, many kinds of research theories on firm boundaries turns
to be synthesized, and can provide good explanations for some new eco-
nomic phenomena. The new combination of the two primary firm bounda-
ry frameworks based on the TCE theory and Competence-based theory
shows the co-evolution relationships between transaction costs and compe-
tence, firm boundary and industry boundary.

Firm’s multiple natures determines the multiple boundaries of the
firm, and from the evolution of firm’s multiple boundaries, we can un-
derstand firm’s natures well enough. Except “scale-boundary” in main-
stream firm theory, firms also have “organization-boundary”,  “law-

boundary”, “capability-boundary” and “knowledge-boundary” , which



restrict and affect each other. Multiple boundaries analysis framework
proposed in this paper can explain the characteristics and emerging of
new economic organization forms, such as virtual enterprise and strategic
alliance etc. Economic organization is medium through which technology
influence competitive advantages. The development of IT provides oppor-
tunities for the separation and synergy evolution of firm’s multiple bound-
aries. New economic organizations are more effective organizations whose
multiple boundaries can evolve harmoniously. In order to satisfy the de-
mand of technology progress, as well as to promote the status in the glob-
al industrial chain and divisional networks, Chinese firms should up-
grade themselves to new economic organizations as soon as possible, the
government’s tole in this progress is a provider of good environment inclu-
ding make industrial and technological policy etc. New economic organi-
zations can expand its capability-boundary and knowledge-boundary while
its organization-boundary and law-boundary are unchanged or even
shrinking.
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