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The Theoretical Exploration of the Establishment of a Modern Enterprise System
—The Economic Thought of the Reform of the SOEs in China in the 1990s
Zhang Qi
Abstract: From the point of corporate governance, in the reform of the state-owned enterprises ( SOEs)
aiming at ‘ the establishment of a modern enterprise system’ in 1990s in China, the focus was on the power
of management between “the separation of the ownership and the management power”. The central issue in
the SOEs reform was to handle the “principal-agent relationship” between the shareholders and the board of
directors, and between the board of directors and the chief executive officers( CEOs). During those years,
China began to pull out of “shortage economy” and the market power of supply and that of demand swapped
positions each other. Consequently, the inherent deficiencies of the management mechanisms of the SOEs
were highlighted, and more and more enterprises had experienced increasingly heavy losses. These
situations of the SOEs offered the chance to expedite the establishment of a modern enterprise system. Both
the theoretical exploration and the practice of the reform proved that in order to establish a modern
enterprise system, not only “clearly defined property rights” but a fair competition market order are also
required. Along with other international conferences on firm theory and the reform of SOEs, the Jinglun
Conference had a great influence on the practice of the reform of the SOEs, meanwhile introduced the
newest theories in microeconomics such as firm theory, property rights theory and corporate governance to

Chinese economists and promoted China’s economic research.

Keywords: Modern Enterprise System, Principal-Agent, SOEs, Jinglun Conference
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