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ABSTRACT

This paper contrasts state-directed and market—mediated reform of enterprise
ownership rightsin transition economies, a distinction that corresponds to the alternative
theoretical approaches of A.C. Pigou and of Ronald Coase to devising remedies for the
externalities associated with commonly held resources. We evaluate China's emerging
market for enterprise ownership rights from the perspective of conditions underpinning
the Coase Theorem: the assignment of property rights, the degree of competition, and the
nature of transaction costs. China’s recent experience suggests that policies designed to
expand the scope of decentralized exchange of ownership rights may succeed in raising
productivity and efficiency even under conditions that deviate widely from the ideal
assumptions underlying the Coase Theorem. Chinafaces an important choice between
restructuring ownership rights on the basis of market forces or administrative decisions.
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INTRODUCTION

All former socialist economies carry out reform programs that include three broad
elements — macroeconomic stabilization, liberalization, and institutional reform [Fisher
and Gelb, 1991]. Because it reflects the particular institutional legacy of each country
and is a so the most time dependent element of the reform process, institutional reform
epitomizes the distinctive experience of the Eastern European economies, Russia, the
Newly Independent States, and China. Each country’ sinstitutional reformis
fundamentally an account of ownership reform, the distinctive process of unbundling the
property rights previously controlled by the state and reassigning them to individuals and
groups who assume responsibility for managing the nation’ s productive assets.

After twenty years of rapid growth under gradual reform policies that have
sustained the dominant role of public ownership, China entersits third reform decade
with a pledge — and critical need —to carry out deep ownership reform. China'sleaders
have followed this pledge with fresh reforms. China’s efforts to advance enterprise
restructuring must confront a dichotomy: is government the critical reform actor or will
the market serve as the central venue for restructuring?

Our analysis of these matters focuses on three concerns. We develop an analogy
between two broad strategies of ownership reform — the state-directed and market-
mediated approaches — and the debates between A.C. Pigou and Ronald Coase regarding
the appropriate remedy for externalities arising from a common property resource. We
use this analysis to illuminate fundamental choices that China s leadership facesin

continuing and completing its reform process. Finaly, we examine China s progressin



William Davidson Institute Working Paper Number 76

establishing a property rights market from the perspective of the ideal conditions
underlying the Coase Theorem.

Limited capacity for effective monitoring of enterprise assets as the fundamental
cause of enterpriseinefficiency and financial instability. Without effective monitoring,
government-owned enterprises take on the characteristics of common property resources
[Jefferson 1998, 2000]. China's major banks are themselves state enterprises that cannot
effectively monitor their assets. Without a continuing inflow of bank loans, most of
China’s state-owned enterprises would shrivel and disappear. Because the banking
system replenishes the dwindling resources of state enterprises, these firms and their
chronically weak monitoring persist.

Such enterprises resemble public goods. That is, they suffer from the problems of
substantial non-excludability and non-rivalry. Aswith public goods, excessive
consumption of the assets controlled by government-owned enterprises generates
negative externalities. Economists have devel oped two approaches for remedying the
inefficiencies associated with externalities. A.C. Pigou (1920) proposed that government
could eliminate gaps between private and socia costs and benefits by imposing
appropriately designed taxes and subsidies. Ronald Coase (1960) demonstrated how
official efforts to establish suitable market institutions open the door to decentralized
negotiation of efficiency-enhancing exchanges of rights linked to real or potential
common property resources.

In an earlier study, we emphasized the contribution of experimentation, bottom-up
initiative, and competitive pressures in China s reform experience [Jefferson and Rawski

1995]. This perspective invites further inquiry into the applicability of Coase’s
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perspective to the economics of transition. We begin with a theoretical summary that
establishes links between public enterprises and public goods and between the analysis of
Ronald Coase and China' s reform experience. We then turn to empirical matters,
studying China s emerging market for enterprise property rights from the perspective of
the conditions underlying the Coase Theorem: property rights, competition, and low
transaction costs.

This approach contributes new perspectives to the conceptual aswell asthe
empirical analysis of transition economies. Even though China's circumstances are far
removed from the ideal of well-specified property rights and zero transition costs, we find
that Coase's anal ytic perspective can support an integrated analysis of important reform
issues. On the empirical side, we see expanded markets for commercial property rights

as apotential source of new momentum for China's flagging economic growth.

THEORETICAL PERSPECTIVE

Economists have long recognized the need for monitoring to maintain efficiency
when production involves multiple individuals or organizations [Alchian and Demsetz
1972]. Effective monitoring isdifficult even under private ownership, which empowers
owners to create structures that protect their financial interests [Jensen and Meckling
1976]. Ambiguous ownership rights blur incentives and erode monitoring capabilities,
increasing the potentia for inefficiency, waste, and organizational slack.

Jefferson (1998) pursues this theme in the case of Chinese state-owned enterprises

(SOEs). Their Chinese name, quanmin suoyouzhi, means “owned by all the people.”
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The vague nature of property rights associated with SOESs is not merely semantic.
Multiple authority fragments external supervision and hobbles internal management.
Even after decades of experience, there is no consensus on "how the agencies of state
ownership can be established" [Wu Jinglian 1995, p. 89]. Similar difficultiesarisein
township and village enterprises (TVES), which are typically organized as collectives
under local government control.

Jefferson describes Chinese SOEs as “akind of impure public good.” Ambiguous
ownership and ineffective monitoring lead to opportunistic behavior by "workers,
managers, and public officials, who extract value from the firm in excess of what they put
in.” Thefirm’s "inability to. . . limit the overconsumption” by various stakeholders
“transforms the state enterprise into acommons’ (1998, p. 428).

If China s SOEs function like fisheries, then why do they not disappear? The
answer, Jefferson suggests is that the banking system, which supports China' s enterprise
system, is aso unable to monitor its resources effectively. Deposits that are loaned out
become non-performing loans and thereby serve to replenish the losses of the enterprise
system.

China’' s SOEs thus exhibit both non-excludability and non-rivalry, the key
characteristics of public goods. A further commonality arises, because the
overconsumption associated with state enterprises and with public goods generates
negative externalities. These may include financial repression as governments seek to
sustain the flow of deposits to the banking system, inflation, which results from the need
to monetize continuing fiscal and/or financial subsidies, and crowding out, which arises

from public borrowing to recapitalize the banking system
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These mechanisms for replenishing SOE assets soften budget constraints for
banks as well as non-financial state firms. Thisinvites further overconsumption,
diminishes investment returns and promotes the accumulation of unrepayable debts. The
accumulation of bad debt erodes the balance sheet of the banking system. It isthrough
this channel that we link inadequate monitoring in the enterprise system, which makes
SOEs resemble public goods, with financial instability, which emerges as an externality
associated with persistent excess consumption of SOE resources.

Economic theory offers two distinct approaches to efficient use of common
property resources. A.C. Pigou (1920) taught that governments can respond to
externalities by imposing taxes or subsidies that eliminate gaps between private and
socia cost or benefit. Much of development economics follows from this tradition of
emphasizing “problems of market failure and the need for informed official intervention”
[McKinnon 1993, p. 1]. The “big push” of Rosenstein-Rodan (1943), strategiesto
exploit “the advantages of backwardness,” mobilization efforts by the main combatantsin
World War |1, the practice of central planning under socialism, and many types of
regulation in today’ s market economies share similar features. In every case, government
must collect and process sufficient information to design detailed systems of taxation,
subsidy, or regulation.

The work of Ronald Coase directs attention from optimal intervention toward
government’ srole in establishing institutions that permit decentralized bargaining to
overcome difficulties in the efficient use of assets that embody the characteristics of
public goods. For Coase, the key is to encourage decentralized agreements that rearrange

and restructure ownership and control of productive assets. In the absence of transaction
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costs or, aternatively stated, under conditions of perfect competition in the exchange of
legal entitlements, the analysis now known as the Coase theorem shows how the
delineation and protection of property rights permit interested parties to negotiate
efficient solutions to market failures without the participation of the state [ Coase 1960;
Cooter 1987].

In the Chinese context, there is a practical motive for emphasizing Coase's
approach rather than Pigou's. China s eight million industrial enterprises provide an
endless vista of resourcesin need of restructuring. China s governments possess neither
the knowledge nor the power to organize these vast resources effectively. Expansion of
financial losses, excess capacity, and unemployment have persuaded growing numbers of
Chinese economists and policy-makers that a decentralized, market-based approach
offers the best prospect for unlocking the productivity potential of China'sindustries.

Is Coase's analysis applicable in the context of socialist transition? We begin with
abrief review of Chinese law and policy related to the exchange of property rights. Next,
we review China's conformance with specific conditions underlying the Coase theorem.
Finally, we investigate the growth of China's market for ownership of industrial

properties.

CHINA'SMARKET FOR OWNERSHIP RIGHTS: BACKGROUND

Demsetz (1967) identifies four basic property rights. Assets are assigned to
specific agent(s), who enjoy exclusive ownership rights. Ownersreceive all residua
income accruing from their assets. Owners control the use of their property. Owners can

sell or lease their property and can negotiate with others to restructure or reconfigure the
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distribution of ownership and control rights. During the 1980s and 1990s, China's
enterprise reform focused on the second and third aspects of ownership. This gradual
reform of management control rights is widely understood [ Jefferson and Rawski, 1994;
Naughton 1995]. Recent Chinese reforms focus on enterprise restructuring (giye gaizhi),
which isintended to sharpen the specification of ownership rights. We therefore
concentrate our attention on Demsetz's final criterion: who can exercise the right of
alienation in China s enterprise system?

At the outset of China s reform, there was no market for business property.
"State-owned assets were like stagnant water, permanently immobil€" [Gao and Chi
1997, p. 57]. Enterprise operations were so tightly controlled that even modest
expenditures required the consent of afirm’s government’ s supervisory agency (zhuguan
bumen). Well into the first reform decade, the scope for independent business strategies
remained so dlight that Komiya (1987) likened Chinese enterprise directors to plant
supervisors in Japanese multi-plant companies.

Chinese reform gradually moved toward devolving strategic decision-making to
the enterprise level. Thefirst major initiative appeared in a 1984 decision of the
Communist Party's Central Committee, which declared that "enterprises should truly be
turned into independent economic entities . . . who operate their businesses on their own,
assume sole responsibility for their profits and losses, have the ability to transform and
develop themselves and become legal persons with certain rights and duties’ [ Gao and
Chi 1997, pp. 22-23].

The 1992 "Operating Principles for State Industry” moved further, endowing

managers with control over a wide range of actions, including asset transfers. The
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language is clear and specific: "Enterprises have the right to dispose of their fixed assets.
... Enterprises have the right to operate jointly or to merge operations with other units"
[FBIS 1992, p. 30].

Reform outcomes, however, emerge from the actualities of everyday business
rather than statements of policy and principle. Reform implementation is gradual and
uneven. Resistance, backsliding, and delay weaken the impact of official
pronouncements on corporate governance. Jefferson, Lu, and Zhao (1999) find wide
variation in the devolution of specific decision rights both among state firms and within
the rural enterprise sector. Control over property rightsis one of several areasin which
the empowerment of managers has lagged behind the general decentralization of control
over enterprise affairs [Wu Bo, 1997]. Despite ongoing reform efforts, Chinese writers
report that "enterprises lack the power to adjust their property structure,” in part because
"even today, government and enterprises are not separated” [Gao and Chi 1997, p. 47;
Yang and An 1999, p. 34].

Thereality of Chinese enterprise operation isthe target of our study. We harness
the ideas of Ronald Coase to comprehend the evolution and prospect of Chinese
enterprise reform. The concept of a common property resource provides an exact paralel
between Coase’ s problem of socia cost and China’'s problem of enterprise reform. In
each case, markets for ownership rights offer opportunities for narrowing the gap
between actual and potential output. We therefore examine the impact of Chinese reform
experience on property rights, competition, and transaction costs, specific factors that the

Coase theorem pinpoints as crucia supports for vibrant markets in ownership rights.
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THE RIGHT OF ALIENATION

Clearly delineated and widely dispersed property rights create the possibility of
decentralized bargaining over the rearrangement, sale, and exchange of ownership and
control. Table 1 summarizes the legal and practical circumstances surrounding the sale of
assets for magjor enterprise types as of 1999. We ask three questions, each corresponding
to one column in the table: (i) does Chinese law or regulation explicitly assign the
authority to alienate assets? (ii) regardless of the legalities, do specific individuals or
organizations in practice possess the authority to dispose of enterprise assets? (iii) who
are the main participants in decisions surrounding asset disposal ?

For state enterprises, legal authority flows from Article 15 of the June 1992

“Regulations on Transforming State Firms,” which provides that:

Enterprises have the right to dispose of their assets. . . . [they] may make
their own decision to lease, raise a mortgage on, or to transfer with
compensation their general fixed assets. They may lease key facilities,
whole sets of equipment, or major construction works to other units. With
the approval of responsible government agencies. . . [assets] may also be
mortgaged or transferred to other units with compensation [FBIS 1992, p.
30].

These provisions contain two ambiguities: it is not clear whether firms “may
make their own decision” to transfer assets or whether transfers “require the approval of
responsible government agencies.” Article 18 of the 1988 State Enterprise Law stipul ates
that "mergers and break-ups. . . shall be approved by the government or by the

government's supervisory agency (zhuguan bumen)." If approval isrequired, asis
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typically the case, neither the 1988 law nor the 1992 regulations specify which agency
possesses the right of approval. Thereisno agreement about "who effectively exercises
the right to sell the state-owned assets in an enterprise” [Jiang Qingrui 1995, p. 91]. This
confusion is partly attributable to China's tradition of "dual guidance” (tiaokuai), under
which state firms, while subject to central directives and ultimately “owned” by the
central government, are primarily supervised by provincial and local governments
[Donnithorne 1967, pp. 151-154; Riskin 1987, chap. 7-8; Gao and Chi 1997, pp. 66-72].

In principle, transfers of state assets appear to require authorization from the State
Council or its designated agent. In reality, State Council involvement istypically limited
to actionsinvolving firms regarded as “key” (zhongdian) enterprises either because of
their scale or on account of their position in strategic industries. Thus the March 2000
merger of two petroleum enterprises was “approved by the State Council [ag]. . . part of a
3-year-old strategy to reformulate China's oil industry” [Zhao, S.Q., 2000, p.5]. Control
over “key” enterprisesistypically shared by multiple agencies [Steinfeld 1998, p. 90-93].
Multiple supervision plus the involvement of the State Council means that decisions
about property transactions involving key enterprises require protracted negotiations
among multiple agencies. There are no clear lines of authority.

Transactions involving assets of state enterprises outside the category of key firms
are quite different. Despite the legal ambiguities, local governments typically possess the
authority to expedite transfers involving the assets of state enterprises under their
jurisdiction. Thisis evident from the strong response to the policy of “retaining large
state enterprises and freeing small state firms" (zhuada fangxiao). The number of state-

owned industrial enterprises dropped by 13 percent from 1996-97 and then by 33 percent

10
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in the following year [ Y earbook 1997, 1998, 1999]. This reduction reflects local efforts
to dispose of loss-making enterprises vialease, sale, bankruptcy or other forms of asset
restructuring. Complaints from writers who regard local actions as precipitous and
wasteful leave little doubt that local governments have the effective authority to alienate
the assets of ordinary state enterprises [Sale, 1998].

China’ s rural collectives are governed by the Township Enterprise Law passed in
1996 [Compendium 1997, pp. 263-272]. The statute does not explicitly assign authority
over transactions involving enterprise property. It does, however, specify that enterprise
property belongs to the collective entity that established the firm (Article 10) and that
firms should report mergers and similar transactions "to the administrative management
department (xingzheng guanli bumen) for township enterprises” (Article 8).

Nonetheless, official oversight of township and village enterprise assets is not
complete. Among firms situated in the public sphere, ownership rights are often unclear:
there remains the perception of “ambiguous property rights....the property right belongs
to the whole community, but no individual in particular” [Xi Mi 1994, p. 4]. This
perception of ambiguity invites opportunistic behavior. “Spontaneous privatization” that
illegally diverts collective funds to private individuals and businesses is "rampant in the
country's more than 50,000 townships" [Wu Y unhe 1995].

In order to clarify ownership and stem the growing incidence of spontaneous
privatization, local governments increasingly sanctioned the conversion of TVEsto
shareholding enterprises. By 1998, 80 percent of rural collectives had undergone
restructuring [Liu Zhenyu 1999, p. 26]. Large and important local firmstypically

become sharehol ding cooperatives, with local government agencies holding controlling

11
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blocks of shares. The restructuring of smaller firms involves numerous options, some
resulting in private control.

Chinese law now permits public-sector enterprises to become “legal persons’
(faren) capable of independently assuming civil obligations. State and collective
enterprises can now restructure themselves (qiye gaizhi) into shareholding corporations
supervised by independent directors. The number of Chinese firms listed on Chinese or
overseas stock exchanges has passed one thousand, with further increases expected.
Other firms issue non-tradable shares to government bodies, enterprises, or workers.
Agencies charged with the management of state-owned shares and other state assets now
exist at every level of government.

Legal authority for asset disposition by shareholding firms appears to rest
primarily with the shareholders. Article 182 of China's Company Law states that
“Merger or break-up of companies should be discussed and decided by the shareholders
meeting.” However, the term “company” (gongsi) encompasses two separate institutions:
the “limited company” (youxian ziren gongsi), a closely held firm with two to fifty
shareholders (Article 20) and the more widely held * public shareholding company”
(gufen youxian gongsi). Any merger or break-up of a public shareholding company
“must be approved by the department authorized by the State Council or by the province-
level people's government” [Company Law, Article 183]. In addition, the prevalence of
government shareholding ensures the participation of official agenciesin decisions
surrounding major asset dispositions even when, asin the case of limited companies,

officia approval is not formally required.

12
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Asset disposition on the part of foreign-linked firmsisrare. Legal authority to
conduct such transactions rests with enterprise management and boards of directors.
However the 1986 statute governing foreign-linked firms stipulates that “when
enterprises with foreign investment undergo spin-offs, mergers, or other important
maodifications, they should report to their supervisory and approval agency for approval”
[Foreign-Invested Enterprise Law, Article 10]. In addition to thislegal provision, the
power of managers and directorsis constrained by internal checks and balances built into
joint ventures and by the regulatory capabilities of local governments and supervisory
agencies surrounding foreign-invested firms. These constraints may have weakened over
time. During the 1980s, Communist Party branches were expected to establish a
presence within joint ventures and sometimes challenge manageria prerogatives [Pearson
1991, p. 186-191]. By 1995, however, “the Party was essentially absent from joint
ventures’ [Pearson 1997, p. 71].

Operations of private companies are governed by a statute passed in August 1999.
Article 17 stipulates that “an individual investor who has legal ownership over the assets
of a solely-invested enterprise may, according to law, execute atransfer or inheritance
[Individual Wholly-Owned Enterprise Law, p. 7].

Although the right of alienation seems clear, Article 15 states that “if a solely-
invested enterprise experiences changing circumstances during its operating life, it
should, according to law, apply to the registration agency for achangein itsregistration
within 15 days.” Sinceinitia registration is a cumbersome procedure: special regulations
for Beijing's Haidian District issued in early 2000 aim at limiting the registration process

“to one month, instead of the usual three and a half” [ Xiao 2000]. Sinceitisillegal for

13
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private enterprises to operate without formal registration (Article 13), the re-registration
provision may provide an opportunity for informal regulation of mergers or asset
transfers by private firms. We have insufficient information to determine the extent to
which private businesses are free to exercise their legal right to conduct mergers and

other forms of asset transfer.

Summary

Under the impact of two decades of reform, the right of alienation within China's
property-regime, summarized in Table 1, has evolved into a complex structure. While
combining substantial legacies of the former socialist regime, the system increasingly
clarifies ownership rights over public as well as private property. A succession of new
laws and regulations reveals a distinct tendency to empower boards of directors and
managers with the authority to initiate, if not always to conclude, transactions involving
the acquisition, merger, and sale of enterprise assets. When asset transactions require
official authorization, decision-making authority tends to gravitate to lower levels of
government.

COMPETITION

Fierce competition for sales, for managers and skilled workers, for export
contracts, and for foreign connections has become an inescapabl e feature of everyday
business life for nearly every Chinese enterprise. The shift from widespread shortage to a
buyer’s market in which suppliers must struggle to capture and retain customers is among
the most widely remarked outcomes of China's economic reform. Competition in

markets for industrial goods is a plausible but by no means perfect proxy for potential

14
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competition in the market for enterprise property rights. To ascertain the character of the
market for ownership rights, we review circumstances affecting the supply and demand
of corporate assets.

Supply of Industrial Property Rights

Reform effectively dismantled most barriers to the entry of new industrial firms.
As aresult, the number of industrial enterprises rocketed from 3.5 million in 1978 to
nearly 8 million in 1997 [Y earbook 1985, p. 305; Y earbook 1998, p. 431]. With entry
concentrated among rural collectives, private entities, and foreign-linked firms, the output
share of theinitially dominant state sector plunged from more than three-fourths to barely
one quarter during the same two decades [ Y earbook 1998, p. 433].

We use two measures of ownership concentration to proxy the extent of potential
competition among sellersin the market for corporate assets. Table 2 summarizes the
distribution of firms by ownership type in 508 four-digit industries during 1996. The
figures confirm the numerical preponderance of enterprises outside the state sector: state
firms account for more than 30 percent of the total number of firmsin only 18 percent of
the 508 industry classifications. In nearly two-thirds of the industries, the total number of
SOEs accounts for no more than 20 percent of the total.

Table 2 shows that in most branches of industry, neither private firms, which
remained few in number as of 1996, nor state firms predominated. Instead, the largest
numbers of firms were to be found in categories that combine some mix of private and
public ownership: urban and rural collectives, domestic joint ventures, foreign-invested

firms, and shareholding enterprises.
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Since state firms dominate the ranks of larger enterprises, state industry weighs
much more heavily in the ownership profile when we use assets rather than numbers of
firms to index the distribution of assets. Table 3 shows that in one-third of the industries,
more than one-half of the assets are state owned. With few exceptions, private industry
accounts for less than 10 percent of total assets at the branch level.

Despite the state sector’ s substantial share of total assets, we see that, even in
1996, state-owned firms controlled less than half of total assets in two-thirds of China's
4-digit industries. While state industry accounted for 57.1 percent of China stotal
industrial assets, Table 3 shows that the pattern of asset ownership was highly uneven,
with much of state industry’ s share concentrated in arelatively small group of branches.
Table 4 identifies the four-digit industries in which state firms and private firms held the
smallest and largest shares of total assets. Thereisalarge contrast between sectors like
railway equipment and cigarette manufacture, which are essentially monopolized by the
state sector, and branches included in the upper panel of Table 4 where the share of assets
held by state enterprise is less than four percent. An interesting feature of Table 4 isthat
even in the locomoative industry, ranked ten out of 508 in its concentration of state assets,
the state owns just two-thirds of total industrial assets.

This picture of limited state sector dominanceis reinforced by Table 5, which
focuses on the ownership of the four largest firms, based on sales in each industrial
branch. The 1996 data show that state enterprises occupy all four of the top spotsin only
six percent of 508 branches. In one-third of these branches, no state firm isincluded

among the four largest enterprises.
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Our review reveals an expectedly broad distribution of potential participantsin
property rights transactions on the supply side. The dominance of state enterprisesis
limited to arather narrow segment of the industrial landscape. Outside the segments
essentially reserved for the state sector, we find a striking diversity of ownership types.
Demand for Industrial Property Rights

In principle, the demand side of China’s market for industrial property rights
includes all domestic residents and foreign entrepreneurs. Morerealistically, the class of
potential asset buyers consists mainly of existing owners of Chinese industrial property,
including foreign entities active in China's domestic economy.

One limitation to effective demand arises from the concentration of industrial
assetsin large enterprises. Partial datafor 1997 show that 7,198 large firms, mostly in
the state sector, control 56.1 percent of fixed assets. The combined fixed assets of the
entire private sector, by contrast, are no larger than the assets of 40 average firms within
the large-scale category [Industry Y earbook 1998, pp. 103-134].

Although such disparity makesit unlikely that small firms, including private
companies, can purchase large enterprises, there is no legal barrier to tie-ups among large
firms. Nor isthere any legal obstacle to partial divestiture of assets or the formation of
voluntary enterprise groups uniting domestic (and possibly offshore) businesses for the
purpose of acquiring assets. The creation of asset management companies linked to
China's four large commercial banks for the express purpose of working out bad debts
presages an increase in debt-equity swaps and other assets transactions involving large

and medium-sized state firms, who are the chief clients of these state-owned banks.
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The existing concentration of assets is most significant in relation to borrowing
capabilities. China's banks are not accustomed to advancing funds to support transactions
involving enterprise property rights. Buyers may therefore be obliged to provide asset
guarantees that match the value of newly acquired property without employing the target
firm’s assets as collateral against bank borrowing [Wel Feng 1999, p. 10]. Such
collateral requirements favor the existing owners of China's largest enterprises. They
also confer special opportunities to the small minority of firms that enjoy access to direct
financing through domestic or offshore equity markets. Shareholding corporations,
which accounted for only 5.5 percent of industrial assetsin 1995, participated in 44.2
percent of the reported asset transfersin that year [Asset Y earbook 1996, p. 76; Y earbook
1996, p. 414].

Foreign and overseas Chinese investors are likely to constitute the most liquid and
diverse source of demand for China sindustrial assets. At the end of 1997, foreign and
overseas Chinese wholly owned and joint-venture enterprises accounted for 17.5 percent
of China stotal industrial assets. With China's accession to the World Trade
Organization and reduction of barriersto the conduct of business within China, effective
demand from the offshore sector will surely grow. In particular, the opening of China's
financial sector to expanded foreign participation will broaden the supply of fundsto
individuals and firms that can gain from property rights transactions.

Summary

Measured across China s 508 four-digit industries, the concentration in the hands

of state industry of both firm ownership —number and size — and asset ownership is

substantially less than that suggested by the aggregate data. Although, as we shall see,
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the number and volume of transactions remain modest, the potential for rapid expansion
on both sides of the market is substantial. Rapid expansion of assets held by
shareholding companies, continuing development of China s stock and bond markets, and
the accelerated liberalization of trade and investment in accord with WTO standards are

creating the conditions for an increasingly active, competitive property rights market.

TRANSACTION COSTS

Transaction costs shape the locus of feasible arrangements. High transaction
costs, like high costs of transportation restrict the scope of exchange. The challenge of
reform is to develop decentralized mechanisms to replace official decision-making. The
ingredients include accounting and auditing standards, codification of fiscal regulations,
markets for managerial talent, commercialized bank lending, enforcement of debt
obligations, commercial law, economic courts, securities markets, credit ratings, and
arbitration mechanisms.

Creating such arrangementsis slow and expensive. No mature economy, let alone
China, approaches Coase’ sideal of costless transactions. The practical question concerns
the extent to which reform can reduce transaction costs and thus expand the range of
feasible resource combinations. We examine three areas:. the transparency of enterprise
structures and operations, the sufficiency of transaction resources, and bankruptcy
procedures.

Transparency of the Enterprise
Transparent corporate structures permit outsiders to judge enterprise profits and

prospects on the basis of public information. The pre-reform plan system provided little
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connection between financial outcomes and enterprise viability. By expanding the
transparency of enterprise operations, reform has enhanced the feasibility of a market for
corporate control. There are a number of significant developments.

The shift from plan to market has moved prices into closer alignment with
domestic costs and international values. The reduction of price distortions means that
profits and costs become increasingly useful asindicators of economic value.

Prior to reform, enterprise leaders frequently declined to answer specific inquiries,
at timesincluding even requests for their names. Today, China's ministries, provinces,
cities, counties, issue statistical yearbooks crammed with information. Some firms
publish their own yearbooks [e.g. Wuhan Steel, 1995; many issue annual financial
summaries,! some certified by independent auditors. Beginning in 1993, The Ministry of
Finance required state enterprises to implement accounting procedures intended to bring
financial records into conformity with international standards.

Despite these important advances, difficulties abound. The shift from plan to
market is not complete. While production plans are no longer important, governments at
all levels continue to announce detailed prescriptions for investment spending, bank
credits, output mix, export growth, and the organization of industry. Government
intervention in market operations extends beyond what is customary even in highly
regulated market systems like South Korea and Japan. The resulting uncertainty imposes
substantial costs on incumbent managers and on outsiders seeking to gauge the financial
prospects of China sindustrial firms.

Access to information, while expanded, is remainsincomplete. Firmsremain

enmeshed in opague government-business ties, which create financial obligations that are
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not visible. Corporate groups often consist of former government offices and the
enterprises previously attached to them. There are secret laws and regulations, which
remain inaccessible to both foreign firms and non-Chinese attorneys.

Transaction Resour ces

Transaction resources facilitate exchange by lowering the cost of planning,
arranging and enforcing contracts. We divide transaction resources into two categories.
“Market transaction resources’ are arrangements and skills dispersed within the economy
that support low transaction costs. “Public transaction resources’ are official
arrangements that reduce the cost of exchange.

Market transaction resources. This category includes skilled individuals, such as
lawyers, appraisers, accountants, and the associations that establish and maintain
professional standards. It also includes the specialized economic organizations, such as
banks, insurance companies, trust companies, credit cooperatives, credit rating agencies,
clearing-houses, brokerages, securities markets, commodity exchanges, and transaction
centers, that generate financial information and facilitate property-rights transactions.
Many major international law firms, security houses, and investment banks have
established offices in China or Hong Kong, thereby making increasingly accessible the
professional services required to negotiate the full range of property rights transfers.

In reviewing the development of market transaction resources, we find a
combination of strenuous activity, significant progress, and major shortcomings. China
has exerted remarkable efforts to expand institutions and skills that can reduce transaction

costs. Week after week, month after month, we observe new markets, assets, and
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intermediaries, fresh attacks on anachronistic regulations, and novel programsto train
cohorts of legal, financial and accounting specialists.

Despite the massive impact of these efforts, glaring weaknesses persist. China's
banks have pushed strenuously to establish and defend commercia lending standards,
even as officials compel them to extend non-commercial loans, mainly to state
enterprises. Soft lending diverts funds from profitable opportunities. Financia
weakness arising from the accumulation of unrepayable debt obliges officialsto limit
competition from new financial institutions. These circumstances obstruct financial
innovation, including lending in support of property rights transactions.

Public Transaction Resources. Beginning with Wuhan in 1988, both local and
provincial governments and, more recently, private initiative have established several
hundred property rights transaction centers. The first set of regulations governing
mergers and acquisitions appeared in 1989. In 1994, 18 municipalities (later increased to
50 and then to over 100) were selected as proving grounds for "capital structure
optimization," a program designed to facilitate asset restructuring by means of
bankruptcy, mergers, and acquisitions [Bankruptcy 1997, M&A 1997, Industry
Development Report 1998, p. 106]. While these locally based transaction centers have
enlarged the scope and volume of property rights transfers, typically involving state-
owned enterprises, they tend to focus on local transactions. Although thereis no formal
restriction on interregional business tie-ups, "interregional acquisitions are few; deals
tend to unitefirmsin asingle region” [Wei Feng 1999, p. 10]

The broader system of Chinese law and regulation also limits the scope of

property rights transactions. While China has promulgated an extensive body of
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economic laws, this emergent system remains far from complete, and the gap between
principle and practice is sometimes striking. Courts are not fully independent. Few
judges and lawyers are familiar with the content and procedures of domestic and
international economic law. Judgments, even if equitable, are difficult to enforce. The
weak legal system tilts business dealings toward “relational contracting” based on
personal ties and go-betweens. While these methods often provide viabl e substitutes for
arms-length transactions, their use restricts business opportunities, weakens competition,
and limits the scope of feasible exchange of ownership rights.

In addition to the cost of negotiating and implementing agreements, some
localities impose fees and taxes amounting to 15-30 percent of the value of property
being exchanged [Asset Y earbook 1996, p. 78]. Further difficulties arise from the
pervasiveness of implicit taxation. Corruption reveals the limitations of any legal system.
If the rules of business are not clear or if written regulations are subordinate to the will of
individual |eaders, agents may feel obliged to purchase the support of powerful
individuals as aform of insurance against adverse administrative actions or legal rulings.
Evenif the rules are clear, ineffective enforcement may encourage business to purchase
the support of officials, especially if transparency increases the chance of exposing graft.

The extent of corruption offers arough comparative index of transaction costs. A
1996 "Global Competitiveness Report” ranked China ahead of Indiain each category, and
ahead of Indonesiain all categories except tax evasion [as reported in India Today, 11-
30-96, p. 55]. Morerecently, Transparency International’ s corruption ranking place

China 58th among 99 countries, behind Malaysia (32), South Korea (50), and the
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Philippines (54), but ahead of Thailand (68), India (72) and Indonesia (96) [Pharr, 2000,
p. 56].
Bankruptcy

Laws and procedures for bankruptcy help to establish ground rules for liquidating
assets and for restructuring weak firms to restore profitability. China passed an
experimental Bankruptcy Law in 1986. Several factors have limited the application of
this statue, which took effect in 1988. The 1986 law focuses on liquidation: only six of
43 articles touch on reorganization, and these offer no detailed provisions regarding debt-
equity swaps or refinancing [Li and Li 1995, p. 9]. Prior to the development of
unemployment insurance and the expansion of layoffsin the late 1990s, Chinas tradition
of employee tenure clearly hindered the implementation of the 1986 law. Another
difficulty arises from the subservience of enterprisesto administrative agencies, whichin
thisinstance is written into the law: China s bankruptcy statutes specify that only “the
bankrupt enterprise’ s supervisory agency (zhuguan bumen) can petition for
reorganization. The enterprise has no power to initiate such a petition on its own” [Yang
Bin 1998, p. 11].

Researchers associated with China’ s large state-owned banks, which are the
principal creditors of enterprises facing bankruptcy, indicate that the application of
“standard” procedures for liquidating bankrupt firms produce “reasonable” results, with
creditors typically recouping approximately 30 percent of the outstanding debt
[Bankruptcy 1997].

But reviews of bankruptcy experience cite numerous examples of non-standard

procedures that give short shrift to the financial interests of banks and other creditors.
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These include exclusion of creditors from judicially-appointed workout committees,
failure to enforce collateral agreements, diversion of assets to benefit workers, excessive
fees, and procedural manipulation by local government to allow debtors to evade
financial obligations [e.g. Hubei 1996, Qi and Y ang 1996, Zhang Hui 1996, Zhang Jing
1996, Bankruptcy 1997].

Despite these difficulties, which lead to complaints that bankruptcy procedures
"bankrupt the banks," the number of cases filed and settled and the volume of assets
involved in bankruptcy procedures has increased over time. Bankruptcies adjudicated by
the People’'s Courts (renmin fayuan) rose sharply from just 98 in 1989 to 710 in 1993 and
1625in 1994 [Yi Jianjun 1996, p. 2]. In 1996, the national total of bankruptcies jumped
t0 6,232 cases[Saich, 1997]. During 1995/96, the Bank of Industry and Commerce
(ICBC), one of Chinasfour large state banks, was involved in 5,128 bankruptcy cases
involving sums that accounted for 1.9 percent of the bank'’s total loan portfolio
[Bankruptcy 1997].

Summary

Two impressions dominate our view of transaction costs surrounding China's
market for industrial property rights. The reform process has brought gradual
improvements that cumulate into massive reductions in transaction costs. Despite a flood
of complaints about shifting and obscure rules, misunderstandings, and graft, overseas
investment funds continue to arrive, new factories commence production, commerce
grows. Long-term expansion of the scale and variety of business activity -- the clearest
possible sign of a declining ratio of transaction costs to the discounted value of

commercia opportunities -- is an undeniable reality of Chinese economic life. But
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despite these gains, high transaction costs represent a formidable obstacle to the

expansion of China's market for property rights.

CHINA’'SEMERGING MARKET FOR PROPERTY RIGHTS

After reviewing Chinas progress in building the institutional foundations for the
exchange of ownership rights, we review the development of the markets for transactions
involving ownership of industrial property.

Volume of asset transactions

Although there are no comprehensive statistics of transactions in property rights,
partial information confirms that the scale of activity has increased rapidly from atiny
base. Mergers, virtually unknown under the pre-reform system of socialist planning, first
appeared in 1984 [Wang Shouan 1998, p. 150]. Large-scale activity beganin 1988. One
source states that 6,900 firms were acquired during the 1980s, involving total assets of
RMB 8 hillion [Asset Y earbook 1996, p. 355]. During the early 1990s, asset transfer
agencies in Shanghai and four other cities assisted in transactions involving 2,900 firms
and RMB 6 billion in assets [ibid.], implying nation-wide transactions volume of roughly
RMB 8.3 billion per year in the urban sector.?

The central government’s 1994 decision (Document #59) authorizing 18 cities
(subsequently expanded to more than 100) to experiment with * optimization of capital
structures” stimulated a sharp acceleration of mergers and aso of bankruptcies, which in
China are typically associated with mergers.® The number of mergers reached 20,000 in

1996. The volume of assetsinvolved in merger and bankruptcy transactions jumped to
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RMB160 billion in 1994 (mergers only) and to RMB 415.5 billion in 1997 [Wang
Shouan 1998, pp. 150,152; Industrial Development Report 1998, pp. 4, 8].

These partial figures indicate that the annual volume of assets transactions rose
100-fold between the mid-1980s and 1997. Despite this rapid growth, the proportion of
assets drawn into the exchange of ownership rights remains modest. In 1997, the volume
of assetsinvolved in mergers and bankruptcies throughout the economy amounted to 6.9
percent of the asset total for state-owned industry and 3.8 percent of the asset stock for all
state enterprises [Asset Y earbook 1997, p. 402]. This amounts to approximately two
percent of China stotal reported industrial and commercial assets.

In mature economies like the U.S. or Europe, the total value of M& A activity ina
given year isroughly equal to 12-14 percent of stock market capitalization. In 1996,
when American stock markets had a market capitalization of about $15 trillion, some
$1.8to $2.1 trillion worth of M&A deals were transacted. In East and Southeast Asia,
outside Japan, theratio is less than half that of the U.S. [Granitsas, 2000, p. 67]. In
comparison with other economies in the region, excluding Japan, China s rate of M&A
activity was, therefore, not more than about one-third that reported elsewhere.

Key participantsin China’s property rights market

Experimentation with mergers and acquisitions focused on small firms. More
recently, large enterprises have entered the market for ownership rights. Capital Steel,
First Auto Works (FAW), and Konka, a Shenzhen-based television manufacturer, are
among the large firms that have employed multiple mergers to expand the breadth and

scale of their operations.
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Initially, government was the prime mover in most mergers. Non-commercial
objectives predominated, as officials sought to escape the burden of supporting loss-
making enterprises by merging them with stronger firms. These policies persist.
Enterprises that hope to be listed on the stock exchanges “ must merge with or purchase a
loss-making enterprise before they are listed” [authors interview, May 1999]. One
author says that buyouts in China "basically represent low-payoff government activity"
[Wel Feng 1999, p. 9].

But in recent years, enterprises initiate acquisitions purely for business reasons: to
acquire land-use rights, expand the scale of production, rationalize product lines,
penetrate new markets, or ensure access to key inputs. Commercially motivated mergers
include tie-ups among strong firms, such as the 1997 merger of four powerful
petrochemicals firms in the Shanghai-Jiangsu region [Wang Shouan 1998, p. 152]

China’ s banks have begun to promote mergers as a means of strengthening client firms
and reducing their own inventory of bad loans. The China Construction Bank has helped
to arrange 39 mergers among firmsin the cement sector, “ slashing the non-performing
loans ratio of cement makers from 80 percent in...1996 to 34 percent” in 2000 [Wang
Ying 2000].

During the 1980s, most mergers involved enterprises in the same trade, locality,
and ownership system. Although these limitations still exist [Wei Feng 1999, p. 10], they
have begun to erode. Mergersthat link firmsin different industries, regions, and
ownership systems are no longer uncommon. The television producer Konka is one of
many firms that now operates plantsin severa provinces. Conglomerates like Capital

Steel span diverseindustries. Asset transfersinvolving state and collective firms, or state
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and private enterprises predate the recent policy of “retaining large state firms and
releasing small ones,” which has vastly expanded the opportunities for transactions
formerly viewed as unorthodox.

Another novelty isthe entry of foreign firmsinto China s nascent property rights
market. By the end of 1996, 10 of China's 59 largest tire manufacturers, 12 of the 13
largest pharmaceutical firms, and 70 percent of the largest beer producers have come
under the control of foreign firms [Birth and Development, 1997].

We also see anotable increase in the financial complexity of asset transfers.
Initially, standard practice involved the acquiring firm gaining control of atarget
enterprise in exchange for full or partial absorption of the target’s workers, retirees, and
financial obligations. These transfers remain common, athough policy shifts have
repeatedly relaxed the financial requirementsimposed on firms acquiring weak merger
partners [Wel Xiangyun 1998, p. 40].

More recently, firms have begun to use capital markets as vehicles for mobilizing
funds to finance corporate acquisitions. The Shenzhen-based Baoan group mounted
China’ sfirst corporate raid in 1993, launching a surprise share-buying campaign that
enabled it to become the largest holder of sharesin Shanghai-based Y anzhong Ltd.
[Wang Shouan 1998, p. 150]. Konka, the television producer, has repeatedly used share
issues to finance corporate takeovers [Wang Shouan 1998, p. 160]. Although firms
require official approval to gain access to domestic or international markets for shares or
corporate bonds, some firms have succeeded in gaining indirect capital-market access

through the device of purchasing shell corporations.
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The creation of asset management companies associated with the four big banks
adds a new dimension of enterprise re-organization. The government has provided these
new entries with war chests amounting to hundreds of billions of yuan and instructed
them to undertake debt-equity swaps and other approaches to workouts for heavily
indebted firms. These amounts, while not large in relation to the total of bad bank debt,
are quite substantial relative total non-performing assets. For example, Huarong, the
AMC responsible for acquiring non-performing assets from the Industrial and
Commercial Bank of China has purchased over 400 billion yuan of the Bank’s non-
performing assets, including stakesin over 70,000 enterprises. During 2000, Huarong
began disposing of these assets, initialy through auctions, judged to be the easiest
method, and subsequently through direct restructuring, including mergers and
acquisitions. Huarong executives are also confident that China’'s WTO membership will
further the interest of major multinationals and investment banks in the purchase of large
numbers of enterprises [Wang Ying, 2000a].

We anticipate that specification of control rights over publicly-held assets will
continue to improve with the development of new systems of state asset management, the
accelerated divestiture of assets under the 1998 policy of “retaining large public
enterprises and releasing small firms,” and the ongoing reorganization of rural
enterprises.

Impedimentsto M& A Activity

Despite strenuous efforts to implement the policy of separating government from

business, firms and property remain enmeshed in a dense web of public ownership,

officia control, and bureaucratic regulation. Enterprise managers do hold substantial
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power and authority. In the areas of merger and acquisition or asset disposition,
however, their capacity for independent action remains limited, even when legal
provisions or national policies specifically ban officia interference.*

Managers and workers of weak firms often resist proposed mergers. In some
instances, labor unions or workers' associations wield effective veto power over
enterprise restructuring. Managers may seek to obstruct proposed mergersin order to
protect their own positions [Wang Kexia 1999, p. 7]. In such instances, the ambiguity of
property rights may prevent aweak firm's owners from overriding insider opposition to
change. Asaresult, restructuring may require direct official intervention.

Bureaucratic efforts to manage the restructuring process also create many
difficulties, as when governments seek to escape the burdens of debt and redundancy by
pushing strong firms into unprofitable alliances with weak partners. The recent merger
between Shanghai’ s Baosteel and several floundering regional steel-makers, which
saddled Baosteel with an enormously increased workforce, appears to represent this sort
of forced merger, which Chinese authors describe as “forced marriages’ (lalangpei).

Even when government plays no direct role in attempts to restructure specific
enterprises, official policy exerts strong influence over the environment within which
asset transfers occur. Ambiguous policy reflecting disagreements within official circles
as well as shifting responses to changing economic circumstances, creates additional
barriersto the expansion of China's market for enterprise assets. The policies of
“separating government from enterprises’ and “retaining large state enterprises and
releasing small ones’ encouraged governments at all levels to reorganize public-sector

enterprises under corporate, shareholding, cooperative, or private ownership, which
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facilitated the extraction of productive assets from the state sector (and by extension,
from collectivesaswell). Asloca administrations move to transfer large numbers of
enterprises and their assets out of the state sector, central officials attempt to slow down
the process of restructuring, calling on “local governments to stop haphazardly selling off

small State-owned enterprises’ [Sale 1998].

CONCLUSION

Economics offers two broad visions of the policy process. One perspective,
widely associated with the welfare economics of A.C. Pigou, shows how carefully
selected combinations of taxes and subsidies can ensure optimum resource allocation
within afixed ingtitutional setting. The second, which arises from the work of Ronald
Coase, sees government'srole as providing crucia support for decentralized bargaining
over the structure and distribution of property rights. For Coase, it isthis decentralized
bargaining, rather than direct government action, that leads to more efficient allocation.
Efficiency gains arise from unplanned institutional change, rather than from officially
mandated changes in incomes and rel ative prices.

China's twenty-year economic boom rests on institutional experimentation and on
policies that facilitate choice rather than mandating specific actions. China’s recent
experience invites interpretations that draw on Coase's vision of the links between state
and economy. This paper explores the feasibility of viewing economic transition,
specifically China's recent history of industrial reform, through the lens of Ronald
Coase's analysis of the interplay among government policy, decentralized bargaining over

ownership rights, and economic outcomes.
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Focusing on state enterprises, we argue that limited monitoring capabilities, a
problem that also afflicts China s collective-owned sector, |eads stakeholders toward
systematic over-consumption of enterprise resources. The resulting externalities exactly
parallel the examples popularized by Coase's 1960 study of social cost.

Coase's analysis depends on specific idealized assumptions about the delineation
of property rights, the competitiveness of markets in which these rights can be
exchanged, and the absence of transaction costs. China's recent experience suggests that
Coase's findings are durable even under conditions that deviate widely from the
theoretical ideal. We find that incremental clarification of ownership, increased
competitiveness of markets for property rights, and partial reduction in transaction costs
have stimulated decentralized enterprise restructuring that has encouraged higher
productivity, lower costs, and accelerated growth.

Evidence supporting this conclusion isimpressionistic rather than conclusive. We
know that Haier and Konka, firms whose success in selling brand-name appliances
(refrigerators and televisions) to American households places them at the forefront of
Chinese business, built their successin part on transactions in China's emergent market
for ownership rights. More generally, the leading positions in China's twenty-year boom
consistently rest with enterprise types (TVES, foreign-linked joint ventures and, most
recently, private firms) enjoying relatively clear specification of ownership and with
regions (particularly Guangdong province) that have done the most to dismantle
restrictions surrounding markets for property rights.

At present, Chinamaintains adual policy structure that emphasizes official

management of enterprise restructuring for large firms and strategic industries while
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relying on market forces to shape the evolution of firms and sectors outside what is seen
asthe strategic core of China sindustrial economy. Official initiativesfor the strategic
core rest on the view that industrial strength requires large corporate entities that can use
scale economies to reap cost advantages and develop globally recognized brand names.
This approach emerges from an appreciation of past industrial policy in Japan and Korea,
where by orchestrating alliances, incentives, bank lending, market access and other
initiatives designed to establish strong and viable enterprises in key sectors, activist
officias did more than merely “pick winners."

One of the implications of our analysis, which stresses the virtues of Coasian
market-mediated restructuring as compared with Pigouvian state-directed restructuring, is
the important role of size. Inaworld of no transaction costs, size does not matter. But
with underdeveloped |abor and capital markets, size does matter. It mattersin two ways.
First, since many of China's largest enterprises are the size of small cities, the liquidation
of these enterprises and layoff of tens of thousands of workers would entail large,
politically unacceptable, social disruptions. Second, due to unmanageable collateral
requirements and liquidity constraints that arise from financial market limitations, often
only governments can mobilize the funds required for restructuring the largest
enterprises.

China faces an important choice regarding the degree to which new constellations
of ownership rights will represent the outcome of market forces rather than administrative
decisions. The administrative path claims powerful support for the case of China’'s larger
enterprises. However, the market-based alternative seemsincreasingly feasible for even

larger firms. New provisions for pensions, unemployment insurance, and other social
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measures, while still incomplete even within the urban sector, have begun to shift the
foundations of China sindustrial economy. The number of enterprises viewed as “too
big tofail” hasfalen dramatically. In 1997 aone, firms put into bankruptcy, merger, or
the program “to cut staff and improve results’ shed 1.7 million workers [Economic

Y earbook 1998, p. 707]. The notion that the fate of workers linked with weak firms can
be entrusted to social programs and the market for labor undercuts the rationale for
administrative direction of enterprise activity.

The problem of rigidities in China s emerging property rights market for
restructuring large-size enterprises can be addressed by reducing transaction costs, such
as developing a social security system. In addition to “greasing the wheels’ for property
rights transactions, a market-based policy can expand the scope of feasible property
rights transactions by moving to dismantle some of China's corporate behemoths. It is
far more probably that Chinawill succeed in achieving efficient conglomerates that
acquire brand recognition through the Haier model of market-mediated mergers and
acquisitions than it will through administrative interventions involving forced marriages.
Recent breakups and spin-offs in petroleum, telecommunications, banking, and insurance
demonstrate that China's leaders are not irrevocably wedded to the pursuit of scale
economies, even in strategic industries.

Although we see a market-based approach as more promising than administrative
restructuring of enterprise ownership, it seems evident that each alternative commands
strong allegiance within China' s policy community. In the Chinese context, we see the
choice between these competing approaches as carrying substantial implications for

economic theory aswell as for China s economic evolution. From atheory perspective,
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events of the next few yearswill provide anatural test of the ideathat Coase's theories
apply in approximate form as well as under ideal circumstances. On the empirical side,
we see an expanding market for property rights as a possible source of fresh momentum
for China's sagging growth. Under these circumstances, continued study of the
ingtitutions surrounding China's nascent markets for corporate ownership rights seems
essential for understanding the prospects for rising efficiency and economic growth in

China’s enterprise sector.
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Tablel

Control Rights Over Alienation of Industrial Property, 1999

Typeof Firm Explicit Authority Clear Authority | Main Actors
State firms — key Management & No State Council
Supervisory Agencies Supervisory Agencies
M anagement
State firms—other | Management & Frequently Local Government
Supervisory Agencies Supervisory Agencies
Management
Collectives The “collective Frequently Local Government
entity” Management
Management
Foreign-linked Board of Directors Sometimes Management
Official Partners
Local Government
Supervisory Agencies
Shareholding Shareholders or Sometimes Management
Shareholders & Supervisory Agency
Supervisory Agency Official shareholders
(or Provincial Govt)
Private (wholly- The single owner Usual Private owners
owned)

Note: Supervisory Agency refersto the zhuguan bumen
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Table2

Concentration of firm ownership by state
ownership (SOE) and private ownership (PRI)

% of firmsthat % of 4-digit % of 4-digit

are SOEs or industriesin which industriesin which

PRIs. SOE firms account PRI firms account
for....% of total for....% of total

0--10 22.24 69.29

10--20 41.14 0

20--30 18.7 0.2

30--40 8.07 0

40--50 4.33 0

50--60 1.77 0

60--70 0.98 0

70--80 0.98 0.2

80--90 0.39 0

90--100 0.39 0

Missing or "0" 0.98 0.79

[Total 100 100

Source: China Markets Yearbook 1996.

Table3

Concentration of asset ownership by state
Ownership (SPE) and private ownership (PRI)

% of assets % of 4-digit % of 4-digit

owned by SOESs |industries in which|industries in which

or PRIs. SOE assets account| PRI assets account
for....% of total | for ....% of tota

0--10 10.83 67.13

10--20 13.39 0.2

20--30 16.34 0

30--40 12.79 0

40--50 12.2 0

50--60 10.83 0

60--70 9.25 0

70--80 5.71 0

80--90 4.33 0

90--100 3.35 0

Missing or "0" 9.84 32.68

Total 100 100

Source; China Markets Yearbook 1996.
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Table4
Industries with highest and lowest concentrations
of state and private ownership by assets

Industry name % of assets Industry name % of assets
held by held by
SOE firms PRI firms
Bottom10 Household Rubber Product 0.997  Wool Washing 0.062
Iron Farming Tools 2.062 Mechanized Farm Tools 0.063
Other Fishing Tackle Product 2.273  Household Glass Products 0.089
Plastic Furniture 2.439  Forest Chemical Products 0.096
Motorcycle Repairing 2.721  Household Ceramics 0.111
Fish Meat and Fish Meat Product ~ 2.857  Beer 0.135
Other Artistic Products 2961 Book, Newspaper and 0.144
Magazine Printing
Wool Printing and Dyeing 3.205  Pastry 0.158
Leather Bags 3.341  Other Electricity Trans,, 0.162

Distribution and
Control Equip.

Other Leather Products 3861 Silk Reeling 0.164
Topl0 Nitrogenous Fertilizer 91.348 Pumps 73.269
Beet Sugar 91.089 Hydraulic Turbines 27.907
Aircraft Repairing 83.333 Wool Spinning 8.430
Tobacco Stemming and Redrying  82.000  Slide Projectors 6.667
Cane Sugar 79.318 Wool Printing and Dyeing 5.769
Cigarettes 77.132  Construction Glass 5.373
Hydraulic Turbines 72.093 Farming, Forestry, Husbandry 5.263
and Fishery Inst. and Meters
Photography and Film Machinery ~ 71.429  Fishing Tackle Rope 4.348
Passenger Trains 71.429  Steel Smelting 3.338
Locomotives 66.667 Meat By-products 3.175

Source: China Markets Yearbook 1996.

Table5
Percent of 508 four-digit industries in which 0-4
of the largest enterprises are state owned
(based on 1996 sales)

33.46
27.17
21.65
11.61
6.1
Total 100
Source: China Markets Yearbook 1996.
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ENDNOTES:

! For example, Tsinghua Tongfang Co. Ltd., a publicly-listed shareholding company with Tsinghua
University asits major shareholder, posts annual company reports on its web site http://www.thtf.com.cn/.

2 Since the five cities held 14.6 percent of industrial assetsin 1995, we can roughly estimate the annual
volume of urban asset transfers at [6/0.146] * 0.2 or RMB 8.3 billion, assuming that the transactions
volume covers five years, 1990-1994. Asset data (for independent accounting units) are from Urban

Y earbook 1996, pp. 243-257.

3 Local governments generally select a firm or entity to take over an insolvent enterprise prior to declaring
bankruptcy. Courts often view such action as prerequisite to hearing bankruptcy cases.

* A 1996 survey of 18 state enterprises in Harbin, all designated as experiment points for China’s “modern
enterprise system,” found that the 1992 provisions ensuring managerial autonomy in these areas were “fully
implemented” in 22% of the firms, “basically implemented” in 33.3% (for asset disposition) or 38.9% (for
M&A) and “partly” or “never” implemented for 44.5% and 38.9% respectively [Wu Bo 1997].

45



William Davidson Institute Working Paper Number 76

DAVIDSON INSTITUTE WORKING PAPER SERIES

CURRENT AS OF 4/27/00

Publication Authors Date of Paper
No. 323 Priorities and Sequencing in Nandini Gupta, Joh C. Ham and Jan May 2000
Privatization: Theory and Evidence fromthe Svejnar

Czech Republic

No. 322 Liquidity, Volatility, and Equity lan Domowitz, Jack Glen and Ananth March 2000
Trading Costs Across Countries and Over Madhavan

Time

No. 321 Equilibrium Wage Arrears: John S Earle and Klara Z. Sabirianova June 2000
Institutional Lock-In of Contractual Failurein

Russia

No. 320 Rethinking Marketing Programs for Niraj Dawar and Amitava Chattopadhyay | June 2000
Emerging Markets

No. 319 Public Finance and Low Equilibriain | Daniel Daianu and Radu Vranceanu June 2000
Transition Economies; the Role of Institutions

No. 318 Some Econometric Evidence on the Martin Eichler and Michael Lechner June 2000
Effectiveness of Active Labour Market

Programmes in East Germany

No. 317 A Model of Russia’s“ Virtual R.E Ericson and B.W Ickes May 2000
Economy”

No. 316 Financial Institutions, Financial Haizhou Huang and Chenggang Xu March 2000
Contagion, and Financial Crises

No. 315 Privatization versus Regulation in Jean Paul Azam, Bruno Biais, and February 2000
Developing Economies: The Case of West Magueye Dia

African Banks

No. 314 Is Life More Risky in the Open? John Giles April 2000
Household Risk-Coping and the Opening of

China’s Labor Markets

No. 313 Networks, Migration and Investment: | Abhijit Banerjee and Kaivan Munshi March 2000
Insiders and Outsidersin Tirupur’'s

Production Cluster

No. 312 Computational Analysis of the Impact | Rajesh Chadha, Drusilla K. Brown, Alan March 2000
on India of the Uruguay Round and the V. Deardorff and Robert M. Sern

Forthcoming WTO Trade Negotiations

No. 311 Subsidized Jobs for Unemployed Jan. C. van Ours May 2000
Workersin Sovakia

No. 310 Determinants of Managerial Pay in Tor Eriksson, Jaromir Gottvald and Pavel | May 2000
the Czech Republic Mrazek

No. 309 The Great Human Capital Klara Z. Sabirianova May 2000
Reallocation: An Empirical Analysis of

Occupational Mobility in Transitional Russia

No. 308 Economic Development, Legality, and | Daniel Berkowitz, Katharina Pistor, and February 2000

the Transplant Effect

Jean-Francois Richard

No. 307 Community Participation, Teacher
Effort, and Educational Outcome: The Case of
El Salvador’s EDUCO Program

Yasuyuki Sawada

November 1999

No. 306 Gender Wage Gap and Segregation in
Late Transition

Sepan Jurajda

May 2000

46




William Davidson Institute Working Paper Number 76

No. 305 The Gender Pay Gap in the
Transition from Communism: Some Empirical
Evidence

Andrew Newell and Barry Reilly

May 2000

No. 304 Post-Unification Wage Growth in
East Germany

Jennifer Hunt

November 1998

No. 303 How Does Privatization Affect Elizabeth Brainerd May 2000
Workers? The Case of the Russian Mass

Privatization Program

No. 302 Liability for Past Environmental Dietrich Earnhart March 2000
Contamination and Privatization

No. 301 Varieties, Jobs and EU Enlargement | Tito Boeri and Joaquim Oliveira Martins May 2000
No. 300 Employer Sze Effectsin Russia Todd ldson April 2000
No. 299 Information Complements, Geoffrey G. Parker and Marshall W. Van March 2000
Substitutes, and Strategic Product Design Alstyne

No. 298 Markets, Human Capital, and Dwayne Benjamin, Loren Brandt, Paul May 2000

Inequality: Evidence from Rural China

Glewwe, and Li Guo

No. 297 Corporate Governance in the Asian
Financial Crisis

Simon Johnson, Peter Boone, Alasdair
Breach, and Eric Friedman

November 1999

No. 296 Competition and Firm Performance: J. David Brown and John S Earle March 2000
Lessons from Russia

No. 295 Wage Determination in Russia: An Peter J. Luke and Mark E. Schaffer March 2000
Econometric Investigation

No. 294: Can Banks Promote Enterprise John P. Bonin and Bozena Leven March 2000
Restructuring?: Evidence Froma Polish

Bank’ s Experience

No. 293: Why do Governments Sell Privatised | Bernardo Bortolotti, Marcella Fantini and | March 2000
Companies Abroad? Carlo Scarpa

No. 292: Going Public in Poland: Case-by- Wolfgang Aussenegg December 1999
Case Privatizations, Mass Privatization and

Private Sector Initial Public Offerings

No. 291: Ingtitutional Technology and the Bruce Kogut and Andrew Spicer March 1999
Chains of Trust: Capital Markets and

Privatization in Russia and the Czech

Republic

No. 290: Banking Crises and Bank Rescues: Jenny Corbett and Janet Mitchell January 2000
The Effect of Reputation

No. 289: Do Active Labor Market Policies Jan C. van Ours February 2000
Help Unemployed Workers to Find and Keep

Regular Jobs?

No. 288: Consumption Patterns of the New Russell Belk February 2000
Elite in Zimbabwe

No. 287: Barter in Transition Economies: Dalia Marin, Daniel Kaufmann and January 2000
Competing Explanations Confront Ukranian Bogdan Gorochowskij

Data

No. 286: The Quest for Pension Reform: Marek Gora and Michael Rutkowski January 2000

Poland’ s Security through Diversity

No. 285: Disorganization and Financial
Collapse

Dalia Marin and Monika Schnitzer

October 1999

No. 284: Coordinating Changesin M-form
and U-form Organizations

Yingyi Qian, Gérard Roland and
Chenggang Xu

May 1999

No. 283: Why Russian Workers Do Not Move:
Attachment of Workers Through In-Kind
Payments

Guido Friebel and Sergei Guriev

October 1999

47




William Davidson Institute Working Paper Number 76

No. 282: Lessons From Fiascosin Russian
Corporate Governance

Merritt B. Fox and Michael A. Heller

October 1999

No. 281: Income Distribution and Price Michael Alexeev and James Leitzel March 1999
Controls: Targeting a Social Safety Net

During Economic Transition

No. 280: Starting Positions, Reform Speed, William Hallagan and Zhang Jun January 2000
and Economic Outcomes in Transitioning

Economies

No. 279 : The Value of Prominent Directors Yoshiro Miwa & J. Mark Ramseyer October 1999
No. 278: The System Paradigm Janos Kornai April 1998

No. 277: The Developmental Consequences of | Lawrence Peter King September 1999

Foreign Direct Investment in the Transition
from Socialism to Capitalism: The
Performance of Foreign Owned Firmsin
Hungary

No. 276: Stability and Disorder: An
Evolutionary Analysis of Russia’s Virtual
Economy

Clifford Gaddy and Barry W. Ickes

November 1999

No. 275: Limiting Government Predation Chong-En Bai, David D. Li, Yingyi Qian July 1999
Through Anonymous Banking: A Theory with | and Yijiang Wang

Evidence from China.

*No. 274: Transition with Labour Supply Tito Boeri December 1999

No. 273: Sectoral Restructuring and Labor
Mobility: A Comparative Look at the Czech
Republic

Vit Sorm and Katherine Terrell

November 1999

*No. 272: Published in: Journal of
Comparative Economics “ Returnsto Human
Capital Under the Communist Wage Grid and
During the Transition to a Market Economy”
Voal. 27, pp. 33-60 1999.

Daniel Munich, Jan Svejnar and Katherine
Terrell

October 1999

No. 271: Barter in Russia: Liquidity Shortage | Sophie Brana and Mathilde Maurel June 1999
Versus Lack of Restructuring

No. 270: Testsfor Efficient Financial Albert Park and Kaja Sehrt March 1999
Intermediation with Application to China

No. 269a: Russian Privatization and Bernard Black, Reinier Kraakman and May 2000
Corporate Governance: What Went Wrong? Anna Tarassova

No. 269: Russian Privatization and Corporate | Bernard Black, Reinier Kraakman and September 1999
Governance: What Went Wrong? Anna Tarassova

No. 268: Are Russians Really Ready for Susan Linz September 1999
Capitalism?

No. 267: Do Stock Markets Promote Randall K. Filer, Jan Hanousek and Nauro | September 1999
Economic Growth? Campos

No. 266: Objectivity, Proximity and Arnoud W.A Boot and Jonathan R. Macey | September 1999
Adaptability in Corporate Governance

No. 265: When the Futureisnot What it Used | Nauro F. Campos, Gerard Hughes, Stepan | September 1999
to Be: Lessons from the Western European Jurajda, and Daniel Munich

Experience to Forecasting Education and

Training in Transitional Economies

No. 264: The Institutional Foundation of Yasheng Huang September 1999

Foreign-Invested Enterprises (FIEs) in China

48




William Davidson Institute Working Paper Number 76

No. 263: The Changing Corporate Erik Berglof and Ernst-Ludwig von June 1999
Governance Paradigm: Implications for Thadden

Transition and Developing Countries

No. 262: Law Enforcement and Transition Gerard Roland and Thierry Verdier May 1999
No. 261: Soft Budget Constraints, Pecuniary Jiahua Che June 2000
Externality, and the Dual Track System

No. 260: Missing Market in Labor Quality: Gary H. Jefferson July 1999
The Role of Quality Marketsin Transiton

No. 259: Do Corporate Global Environmental | Glen Dowell, Suart Hart and Bernard June 1999
Standards in Emerging Markets Create or Yeung

Destroy Market Value

No. 258: Public Training and Outflows from Patrick A. Puhani June 1999
Unemployment

No. 257: Ownership Versus Environment: Ann P. Bartel and Ann E. Harrison June 1999

Why are Public Sector Firms I neffecient?

No. 256: Taxation and Evasion in the
Presence of Exortion by Organized Crime

Michael Alexeev, Eckhard Janeba and
Stefan Osborne

November 1999

No. 255: Revisiting Hungary's Bankruptcy John P. Bonin and Mark E. Schaffer September 1999
Episode

No. 254: FDI in Emerging Markets: A Home- | Marina v.N Whitman June 1999
Country View

No. 253: The Asian Financial Crisis: What Jeffrey D. Sachs and Wing Thye Woo January 1999
Happened, and What is to be Done

No. 252: Organizational Law as Asset Henry Hansmann and Reinier Kraakman September 1999
Partitioning

No. 251: Consumer Behavior Research in Jan-Benedict E. M. Seenkamp and Steven | September 1999
Emerging Consumer Markets: the Case of the | M. Burgess

Optimum Simulation Level in South Africa

No. 250: Property Rights Formation and the Matthew A. Turner, Loren Brandt, and July 1998
Organization of Exchange and Productionin | Scott Rozelle

Rural China

No. 249: Impacts of the Indonesian Economic | James Levinsohn, Steven Berry, and Jed June 1999
Crisis. Price Changes and the Poor Friedman

No. 248: Internal Barriersin the Transition of | Charalambos Vlachoutsicos July 1999
Enterprises from Central Plan to Market

No. 247: Spillovers from Multinationalsin Richard E. Caves June 1999
Developing Countries: the Mechanisms at

Work

No. 246: Dynamism and Inertia on the Irena Grosfeld, Claudia Senik-Leygonie, May 1999
Russian Labour Market: A Model of Thierry Verdier, Stanislav Kolenikov and

Segmentation Elena Paltseva

No. 245: Lessons from Bank Privatization in John Bonin and Paul Wachtel May 1999
Central Europe

No. 244: Nominal-Real Tradeoffs and the Christian Popa December 1998
Effects of Monetary Policy: the Romanian

Experience

No. 243: Privatization, Palitical Risk and Enrico C. Perotti and Pieter van Oijen March 1999
Sock Market Development in Emerging

Economies

No. 242: Investment Financing in Russian Enrico C. Perotti and Stanislav Gelfer October 1998

Financial-Industrial Groups

49




William Davidson Institute Working Paper Number 76

No. 241: Can governments maintain hard Octavian Carare, Constantijn Claessens, January 1999
budget constraints? Bank lending and Enrico C. Perotti
financial isolation in Romania
No. 240: Democratic Institutions and John E. Jackson, Jacek Klich, and April 1998
Economic Reform: the Polish Case Krystyna Poznanska
No. 239: A Longitudinal Sudy of 13V Keith D. Brouthers and Gary Bamossy June 1999
Performance in Eastern Europe
No. 238: Published in: Journal of Business John E. Jackson, Jacek Klich, Krystyna July 1998
Venturing, “ Firm Creation and Economic Poznanska
Transitions’ Vol. 14, Iss. 5,6 Sep/Nov 1999,
pp. 427-450.
No. 237: Analysis of Entrepreneurial Attitudes | John E. Jackson and Aleksander S March 1997
in Poland Mar cinkowski
No. 236: Investment and Financein De Novo | Andrzej Bratkowski, Irena Grosfeld, Jacek | April 1999
Private Firms: Empirical Results from the Rostowski
Czech Republic, Hungary, and Poland
No. 235: Does a Soft Macroeconomic Lubomir Lizal June 1999
Environment Induce Restructuring on the
Microeconomic Level during the Transition
Period? Evidence from Investment Behavior
of Czech Enterprises
No. 234: Banking Reformin China: Gradually | John Bonin June 1999
Srengthening Pillar or Fragile Reed?
No. 233: Theories of Soft Budget Constraints | Janet Mitchell March 1999
and the Analysis of Banking Crises
No. 232: Unemployment Risk, Precautionary | Alessandra Guariglia and Byung-Yeon June 1999
Savings, and Moonlighting in Russia

Kim
No. 231: Investing in Turbulent Times: The Josef C. Brada, Arthur E. King, and Chia- | April 1999
Investment Behavior of Polish Firmsin the
Transition Ying Ma
No. 230: The End of Moderate Inflation in Josef C. Brada and Ali M. Kutan April 1999
Three Transition Economies?
No. 229: Back to the Future: The Growth Nauro F. Campos April 1999
Prospects of Transition Economies
Reconsidered
No. 228: The Enterprise Isolation Programin | Simeon Djankov April 1999
Russia
No. 227: Published in: Journal of Sijn Claessens and Smeon Djankov April 1999
Comparative Economics, “ Ownership
Concentration and Corporate Performance in
the Czech Republic” 27(3), September 1999,
pp. 498-513.
No. 226: Unemployment Benefit Entitlement Patrick A. Puhani March 1999
and Training Effectsin Poland during
Transition
No. 225: Transition at Whirlpool-Tatramat: Hans Brechbuhl and Sonia Ferencikova March 1999

Case Sudies

50




William Davidson Institute Working Paper Number 76

No. 224: Measuring Progressin Transition
and Towards EU Accession: A Comparison of
Manufacturing Firmsin Poland, Romania,
and Sain

Wendy Carlin, Saul Estrin, and Mark

Schaffer

March 1999

No. 223: Product Market Competition in
Transition Economies: Increasing Varieties
and Consumer Loyalty

Mitsutoshi M. Adachi

March 1999

No. 222: Opaque Markets and Rapid Growth:
the Superiority of Bank-Centered Financial
Systems for Devel oping Nations

Rodney Wallace

July 1999

No. 221: Technology Spillovers through
Foreign Direct Investment

Yuko Kinoshita

January 1999

No. 220: Managerial, Expertise and Team
Centered Forms of Organizing: A Cross-
Cultural Exploration of Independencein
Engineering Work

Ledie Perlow

January 1999

No. 219: Household Structure and Labor
Demand in Agriculture: Testing for
Separability in Rural China

Audra J. Bowlusand Terry Sicular

January 1999

No. 218: Competing Strategies of FDI and
Technology Transfer to China: American and
Japanese Firms

W. Mark Fruin and Penelope Prime

January 1999

No. 217 Published in: Journal of
Comparative Economics, “ Returns to
Mohbility in the Transition to a Market
Economy” Vol. 27, No. 1, March 1999, pp. 4-

Tito Boeri and Christopher J. Flinn

January 1999

No. 216 Published in: Journal of
Comparative Economics, “ Labor Market
Policies and Unemployment in the Czech
Republic.” Val. 27, No. 1, March 1999, pp.
33-60.

Katherine Terrell and Vit Sorm

November 1998

No. 215 Published in: Journal of
Comparative Economics, “ Active Labor
Market Policies in Poland: Human Capital
Enhancement, Stigmatization or Benefit
Churning?” Vol. 27, No. 1, March 1999, pp.
61-

Jochen Kluve, Hartmut Lehmann, and

Christoph M. Schmidt

December 1998

No. 214 Published in: Journal of
Comparative Economics, “ Does the Sovenian
Public Work Program Increase Participants
Chancesto Find a Job?” Val. 27, No.1,

March 1999, pp. 113-

Milan Vodopivec

December 1998

No. 213 Published in: Journal of
Comparative Economics, “ Effects of Active
Labor Market Programs on the Transition
Rate from Unemployment into Regular Jobsin
the Sovak Republic.” Vol. 27, No. 1, March
1999, pp. 90-

Martina Lubyova and Jan C. van Ours

December 1998

No. 212: The Marketing Systemin Bulgarian
Livestock Production — The Present State and
Evolutionary Processes During the Period of
Economic Transition

Yordan Staykov, Team Leader

October 1998

No. 211: Bankruptcy Experience in Hungary
and the Czech Republic

Janet Mitchell

October 1998

51




William Davidson Institute Working Paper Number 76

No 210: Values, Optimum Stimulation Levels
and Brand Loyalty: New Scalesin New
Populations

Seven M. Burgess and Mari Harris

September 1998

No. 209: Inherited Wealth, Corporate Control
and Economic Growth

Randall K. Morck, David A. Sangeland,
and Bernard Yeung

September 1998

No. 208: A Cultural Analysis of Homosocial
Reproduction and Contesting Claims to
Competence in Transitional Firms

Michael D. Kennedy

July 1998

No. 207: From Survival to Success: The
Journey of Corporate Transformation at
Haier. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.
No. 206: Why Do People Work If They Are
Not Paid? An Example from Eastern Europe.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Arthur Yeung and Kenneth DeWoskin

Irina L. Zinovieva

July 1998

May 1998

No. 205: Firm Ownership and Work
Motivation in Bulgaria and Hungary: An
Empirical Sudy of the Transition in the Mid-
1990s. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.

Robert A. Roe, Irina L. Zinovieva,
Elizabeth Dienes, and Laurens A. ten Horn

May 1998

No. 204: Human Resource Management in the
Restructuring of Chinese Joint Ventures.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Nandani Lynton

April 1998

No. 203: Emergent Compensation Strategies
in Post-Socialist Poland: Understanding the
Cognitive Under pinnings of Management
Practicesin a Transition Economy.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Marc Weinstein

March 1998

No. 202: Corporate Transformation and
Organizational Learning: The People's
Republic of China. Forthcoming in Teaching
the Dinosaursto Dance: Organizational
Changein Transition Economies ed. Daniel
Denison.

Meinolf Dierkes and Zhang Xinhua

March 1998

No. 201: Foreign Direct Investment as a
Factor of Change: The Case of Jovakia.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Sonia Ferencikova

February 1998

No. 200: Radical versus Incremental Change:
The Role of Capabilities, Competition, and
Leaders. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.

Karen L. Newman

February 1998

52




William Davidson Institute Working Paper Number 76

No. 199: The Emergence of Market Practices
in China’s Economic Transition: Price Setting
Practicesin Shanghai’s Industrial Firms.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Douglas Guthrie

February 1998

No. 198: The Application of Change
Management Methods at Business
Organizations Operating in Hungary:
Challengesin the Business and Cultural
Environment and First Practical Experiences.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Dr. Janos Fehér

January 1998

No. 197: Organizational Changesin Russian
Industrial Enterprises: Mutation of Decision-
Making Structures and Transformations of
Ownership. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.

Igor B. Gurkov

January 1998

No. 196: Understanding and Managing
Challenges to the Romanian Companies
during Transition. Forthcoming in Teaching
the Dinosaursto Dance: Organizational
Changein Transition Economies ed. Daniel
Denison.

Dan Candea and Rodica M. Candea

January 1998

No. 195: Insider Lending and Economic
Transition: The Structure, Function, and
Performance Impact of Finance Companiesin
Chinese Business Groups. Forthcoming in
Teaching the Dinosaursto Dance:
Organizational Changein Transition
Economies ed. Daniel Denison.

Lisa A. Keister

December 1997

No. 194: Japanese Investment in Transitional
Economies: Characteristics and Performance.
Forthcoming in Teaching the Dinosaursto
Dance: Organizational Changein Transition
Economies ed. Daniel Denison.

Paul W. Beamish and Andrew Delios

November 1997

No. 193: Building Successful Companiesin
Transition Economies. Forthcoming in
Teaching the Dinosaursto Dance:
Organizational Changein Transition
Economies ed. Daniel Denison.

Dr. Ivan Perlaki

January 1998

No. 192: Russian Communitariansim: An
Invisible Fist in the Transformation Process of
Russia. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.

Charalambos Vlachoutsicos

July 1998

No. 191: Teaching the Dinosaursto Dance

Michal Cakrt

September 1997

No. 190: Strategic Restructuring: Making
Capitalismin Post-Communist Eastern
Europe. Forthcoming in Teaching the
Dinosaursto Dance: Organizational Change
in Transition Economies ed. Daniel Denison.

Lawrence P. King

September 1997

53




William Davidson Institute Working Paper Number 76

No. 189: Published in: Regional Science and
Urban Economics, “ Russia’s Internal
Border”, 29 (5), September 1999.

Daniel Berkowitz and David N. DeJong

July 1998

No. 187: Corporate Structure and
Performance in Hungary

Lasz16 Halpern and Gabor Korsdi

July 1998

No. 186: Performance of Czech Companies by
Ownership Sructure

Andrew Weiss and Georgiy Nikitin

June 1998

No. 185: Firm Performance in Bulgaria and
Estonia: The effects of competitive pressure,
financial pressure and disorganisation

Jozef Konings

July 1998

No. 184: Investment and Wages during the
Transition: Evidence from Sovene Firms

Janez Prasnikar and Jan Svejnar

July 1998

No. 183: Investment Portfolio under Soft
Budget: Implications for Growth, Volatility
and Savings

Chongen Bai and Yijiang Wang

No. 181: Delegation and Delay in Bank
Privatization

Lorand Ambrus-Lakatos and Ulrich Hege

July 1998

No. 180: Financing Mechanisms and R&D
I nvestment

Haizhou Huang and Chenggang Xu

July 1998

No. 179: Organizational Culture and
Effectiveness: The Case of Foreign Firmsin
Russia

Carl F. Fey and Daniel R. Denison

January 1999

No. 178: Output and Unempl oyment
Dynamicsin Transition

Vivek H. Dehegjia and Douglas W. Dwyer

January 1998

No. 177: Published in: Economics of
Transition,, “ Bureaucraciesin the Russian
Voucher Privatization” Vol. 8, No. 1, 2000,
pp. 37-57.

Guido Friebel

June 1998

No. 176: Chronic Moderate Inflation in
Transition: The Tale of Hungary

Janos Vincze

June 1998

No. 175: Privatisation and Market Sructure
in a Transition Economy

John Bennett and James Maw

June 1998

No. 174: Ownership and Managerial
Competition: Employee, Customer, or Outside
Ownership

Patrick Bolton and Chenggang Xu

June 1998

No. 173: Intragovernment Procurement of
Local Public Good: A Theory of
Decentralization in Nondemocratic
Government

Chong-en Bai, Yu Pan and Yijiang Wang

June 1998

No. 172: Palitical Instability and Growth in
Proprietary Economies

Jody Overland and Michael Spagat

August 1998

No. 171: Published in Post-Communist
Economies, “ Framework Issuesin the
Privatization Strategies of the Czech Republic,
Hungary, and Poland” Vol. 11, no. 1 March
1999.

Morris Bornstein

June 1998

No. 170: Published in: European Journal of
Political Economy “ Privatization, Ownership
Sructure and Transparency: How to Measure
a Real Involvement of the State” 15(4),
November 1999, pp. 605-18.

Frantisek Turnovec

May 1998




William Davidson Institute Working Paper Number 76

No. 169 Published in: American Economic John C. Ham, Jan Svejnar, and Katherine | December 1998
Review, “ Unemployment and the Social Safety | Terrell

Net during Transitions to a Market Economy:

Evidence from Czech and Sovak Men.” Vol.

88, No. 5, Dec. 1998, pp. 1117-1142.

No. 167: Voucher Privatization with David Ellerman March 1998
Investment Funds: An Ingtitutional Analysis

No. 166: Published in: Marketing I ssuesin Seven M. Burgess and Jan-Benedict E.M. | August 1998
Transitional Economies, “ Value Priorities Seenkamp

and Consumer Behavior in a Transitional

Economy: The Case of South Africa” ed.

Rajeev Batra.

No. 164: Finance and Investment in Ronald Anderson and Chantal Kegels September 1997
Transition: Czech Enterprises, 1993-1994

No. 163: European Union Trade and Alexander Repkine and Patrick P. Walsh April 1998

Investment Flows U-Shaping Industrial
Output in Central and Eastern Europe:
Theory and Evidence

No. 162: Skill Acquisition and Private Firm
Creation in Transition Economies

Zuzana Brixiova and Wenli Li

October 1999

No. 161: Corruption in Transition

Susanto Basu and David D. Li

May 1998

No. 160a: Tenures that Shook the World:
Worker Turnover in Russia, Poland and
Britain

Hartmut Lehmann and Jonathan
Wadsworth

November 1999

No. 160: Tenures that Shook the World:
Worker Turnover in the Russian Federation
and Poland

Hartmut Lehmann and Jonathan
Wadsworth

June 1998

No. 159: Does Market Sructure Matter? New
Evidence from Russia

Annette N. Brown and J. David Brown

June 1998

No. 158: Structural Adjustment and Regional
Long Term Unemployment in Poland

Hartmut Lehmann and Patrick P. Walsh

June 1997

No. 157: Baby Boom or Bust? Changing
Fertility in Post-Communist Czech Republic
and Sovakia

Robert S. Chase

April 1998

No. 156 Published in: Leadership and
Organization Development Journal,

“ Leading Radical Change in Transition
Economies.” Vol. 19, No. 6, 1998, pp. 309-
324,

Karen L. Newman

June 1998

No. 155 Published in: Oxford Review of
Economic Palicy, “ From Theory into
Practice? Restructuring and Dynamismin
Transition Economies.” Vol. 13, No. 2,
Summer 1997, pp. 77-105.

Wendy Carlin and Michael Landesmann

June 1997

No. 154: The Model and the Reality:
Assessment of Vietnamese SOE Reform—
Implementation at the Firm Level

Edmund Malesky, Vu Thanh Hung, Vu Thi
Dieu Anh, and Nancy K. Napier

July 1998

No. 153 Published in: Journal of
Comparative Economics, “ Causes of the Soft
Budget Constraint: Evidence on Three
Explanations.” Vol. 26, No. 1, March 1998,
pp. 104-116.

David D. Li and Minsong Liang

March 1998

55




William Davidson Institute Working Paper Number 76

No. 152 Published in: Comparative Economic
Studies, “ Enterprise Restructuring in Russia’s
Transition Economy: Formal and Informal
Mechanisms.” Vol. 40, No. 2, Summer 1998,
pp. 5-52.

Susan J. Linz and Gary Krueger

April 1998

No. 151: Labor Productivity in Transition: A
Regional Analysis of Russian Industry

Susan J. Linz

May 1998

No. 150: Tax Avoidance and the Allocation of
Credit. Forthcoming in Financial Systemsin
Transition: The Design of Financial Systems
in Central Europe eds. Anna Meyendorff and
Anjan Thakor.

Anna Meyendor ff

June 1998

No. 149: Commitment, Versatility and
Balance: Determinants of Work Time
Sandards and Normsin a Multi-Country
Sudy of Software Engineers

Ledlie Perlow and Ron Fortgang

April 1998

No. 148: Changesin Poland’s Transfer
Paymentsin the 1990s. the Fate of
Pensioners

Bozena Leven

June 1998

No. 147: Environmental Protection and
Economic Development: The Case of the
Huaihe River Basin Cleanup Plan

Robert Letovsky, Reze Ramazani, and
Debra Murphy

June 1998

No. 146: Chief Executive Compensation
During Early Transition: Further Evidence
from Bulgaria

Derek C. Jones, Takao Kato, and Jeffrey
Miller

June 1998

No. 145 Published in: Economics of
Transition, “ Women’s Unemployment During
the Transition: Evidence from Czech and
Sovak Micro Data,” Vol. 7, No. 1, May 1999,
pp. 47-78.

John Ham, Jan Svgjnar, and Katherine
Terrell

May 1998

No. 144: Investment and Wagesin Sovenia

Janez Prasnikar

May 1998

No. 143 Published in: Review of Financial
Studies, “ Optimal Bankruptcy Laws Across
Different Economic Systems,” 12(2), Summer
1999, pgs. 347-77.

Elazar Berkovitch and Ronen |srael

March 1998

No. 142: Industrial Policy and Poverty in
Transition Economies. Two Seps Forward or
One Sep Back?

Susan J. Linz

March 1998

No. 141: Collective Ownership and
Privatization of China’s Village Enterprises

Suwen Pan and Albert Park

April 1998

No. 140: A Comparative Look at Labor
Mohbility in the Czech Republic: Where have
all the Workers Gone?

Vit Sorm and Katherine Terrell

April 1999

No. 139: The Failure of the Government-Led
Program of Corporate Reorganization in
Romania

Smeon Djankov and Kosali Ilayperuma

September 1997

No. 138: Ownership and Employment in
Russian Industry: 1992-1995

Susan J. Linz

March 1998

No. 137 Published in: Journal of Palitical
Economy, “ Reform Without Losers: An
Interpretation of China’'s Dual-Track
Approach to Transition,” Feb. 2000; Vol. 108,
Iss.1; pg. 120

Lawrence J. Lau, Yingyi Qian, and Gerard
Roland

November 1997

56




William Davidson Institute Working Paper Number 76

No. 136 Published in: European Economic
Review, “ The Palitical Economy of Mass
Privatization and the Risk of Expropriation,”
44(2), February 2000, pgs. 393-421

Klaus M. Schmidt

March 1998

No. 135: Radical Organizational Change: The
Role of Sarting Conditions, Competition, and
Leaders

Karen L. Newman

January 1998

No. 134: To Restructure or Not to
Restructure: Informal Activities and
Enterprise Behavior in Transition

No. 133: Management 101: Behavior of Firms
in Transition Economies

Clifford Gaddy and Barry W. Ickes

Josef C. Brada

May 1998

March 1998

No. 132 Published in: Quarterly Journal of
Economics, “ Interfirm Relationships and
Informal Credit in Vietnam,” 114(4), Nov.
1999, pgs. 1285-1320

John McMillan and Christopher Woodr uff

February 1998

No. 131 Published in: Comparative Economic
Studies, “ Will Restructuring Hungarian
Companies Innovate? An Investigation Based
on Joseph Berliner’s Analysis of Innovation in
Soviet Industry.” Vol. 40, No. 2, Summer
1998, pp. 53-74.

John B. Bonin and Istvan Abel

March 1998

No. 130: Published in The American
Economic Review, “ Changing Incentives of
the Chinese Bureaucracy.” May, 1998.

David D. Li

January 1998

No. 129: Restructuring Investment in
Transition: A Model of the Enterprise
Decision

Richard E. Ericson

January 1998

No. 128 Published in: Comparative Economic
Studies, “ Job Rightsin Russian Firms:
Endangered or Extinct Institutions?” Vol. 40,
No. 4, Winter 1998, pp. 1-32.

Susan J. Linz

January 1998

No. 127: Accounting for Growth in Post-
Soviet Russia

Daniel Berkowitz and David N. DeJong

January 1998

No. 126 Published in: Economics of
Transition, “ From Federalism, Chinese Style,
to Privatization Chinese Syle,” 7(1), 1999,
pgs. 103-31

Yuanzheng Cao, Yingyi Qian, and Barry R.

Weingast

December 1997

No. 125: Market Discipline in Conglomerate
Banks: Isan Internal Allocation of Cost of
Capital Necessary as Incentive Device?
Forthcoming in Financial Systemsin
Transition: The Design of Financial Systems
in Central Europe eds. Anna Meyendorff and
Anjan Thakor.

Arnoud W. A. Boot and Anjolein Schmeits

November 1997

No. 124: Financial Discipline in the Shumel Gao and Mark E. Schaffer February 1998
Enterprise Sector in Transition Countries:

How Does China Compare?

No. 123: Considerations of an Emerging Brent Chrite and David Hudson February 1998

Marketplace: Managers Perceptionsin the
Southern African Economic Community

No. 122: A Model of the Informal Economy in
Transition Economies

Simon Commander and Andrei
Tolstopiatenko

November 1997

57




William Davidson Institute Working Paper Number 76

No. 121: Local Labour Market Dynamicsin
the Czech and Sovak Republics

Peter Huber and Andreas Worgotter

November 1997

No. 121: Local Labour Market Dynamicsin
the Czech and Sovak Republics

Peter Huber and Andreas Worgotter

November 1997

No. 119: Ingtitutional Upheaval and Company
Transformation in Emerging Market
Economies

Karen L. Newman

March 1998

No. 118: Industrial Decline and Labor
Reallocation in Romania

John S Earle

October 1997

No. 117: Notes for an Essay on the Soft
Budget Constraint

Lorand Ambrus-Lakatos

January 1997

No. 116: Labor Demand During Transition in
Hungary

Gabor Korosi

October 1997

No. 115: Enterprise Performance and Smeon Djankov and Stijn Claessens December 1997
Managers Profiles
No. 114b Employment and Wages in Swati Basu, Saul Estrin, and Jan Svejnar April 2000

Enterprises under Communismand in
Transition: Evidence From Central Europe
and Russia

No. 114: Employment and Wage Behavior of
Enterprisesin Transitional Economies

Swati Basu, Saul Estrin, and Jan Svejnar

October 1997

No. 113: Preliminary Evidence on Active
Labor Programs Impact in Hungary and
Poland

Christopher J. O'Leary

October 1997

No. 111: Unemployment Benefits and
Incentivesin Hungary: New Evidence

Joachim Wolff

October 1997

No. 110: Published in: Empirical Economics,
“ Long-Term Unemployment, Unempl oyment
Benefits and Social Assistance: The Polish
Experience” Empirical-Economics; 23(1-2),
1998, pages 55-85.

Marek Gora and Christoph M. Schmidt

April 1997

No. 109 Published in: Industrial and Labor
Relations Review, “ Markets for Communist
Human Capital: Returnsto Education and
Experience in Post-Communist Czech
Republic and Sovakia.” Vol. 51, No. 3, April
1998, pp. 401-423.

Robert S. Chase

October 1997

No. 107: The Worker-Firm Matching in the
Transition: (Why) Are the Czechs More
Successful Than Others?

Daniel Minich, Jan Svejnar, and
Katherine Terrell

October 1997

No. 106 Published in: Journal of
Comparative Economics, “ Job Creation, Job
Destruction and Growth of Newly Established,
Privatized and State-Owned Enterprisesin
Transition Economies. Survey Evidence from
Bulgaria, Hungary, and Romania,” Vol. 26,
No.3, September 1998, pp. 429-445.

Valentijn Bilsen and Jozef Konings

September 1998

No. 105: Getting Behind the East-West
[ German] Wage Differential: Theory and
Evidence

Michael Burda and Christoph Schmidt

May 1997

No. 104: The Birth of the “ Wage Curve” in
Hungary, 1989-95

Gabor Kertes and Janos Kollo

October 1997

58




William Davidson Institute Working Paper Number 76

No. 103: Published in: Journal of
Comparative Economics, “ Grime and
Punishment: Job Insecurity and Wage Arrears
in the Russian Federation” 27, 595-617
(1999).

Hartmut Lehmann, Jonathan Wadsworth,
and Alessandro Acquisti

October 1997

No. 102: Social Networksin Transition

Lorena Barberia, Smon Johnson, and
Daniel Kaufmann

October 1997

No. 101: Depreciation and Russian Corporate
Finance: A Pragmatic Approach to Surviving
the Transition

Susan J. Linz

November 1997

No. 100: Romanian Financial System Reform

Anna Meyendor ff and Anjan V. Thakor

November 1997

No. 99: Proceedings of the Conference on
Strategic Alliancesin Transitional Economies,
held May 20, 1997 at the Davidson Institute

Edited by Cynthia Koch

May 1997

No. 98: Institutions, Srain and the
Underground Economy

Daniel Daianu and Lucian Albu

November 1997

No. 97: Sructure and Strain in Explaining
Inter-Enterprise Arrears

No. 96: Resource Misallocation and Strain:
Explaining Shocks in Post-Command
Economies

Daniel Daianu

Daniel Daianu

November 1997

November 1997

No. 95: Published in: Finance-a-Uver,

“ Czech Money Market: Emerging Links
Among Interest Rates.” 48(2) 1998 pp. 99-
109.

Jan Hanousek and Evzen Kocenda

November 1997

No. 94: Pre-Reform Industry and the
Sate Monopsony in China

Xiao-Yuan Dong and Louis Putterman

October 1997

No. 93: China’s State-Owned Enterprises
In the First Reform Decade:
An Analysis of a Declining Monopsony

Xiao-Yuan Dong and Louis Putterman

October 1997

No. 92: Expatriate Management in the Czech
Republic

Richard B. Peterson

September 1997

No. 91: China and the |dea of Economic
Reform

Thomas G. Rawski

April 1997

No. 90 Published in: China Economic
Review, “ China’s State Enterprise Reform: An
Overseas Perspective.” Vol. 8, Soring 1997,
pp. 89-98.

Thomas G. Rawski

July 1997

No. 89: The Economic Deter minants of
Internal Migration Flowsin Russia During
Transition

Annette N. Brown

July 1997

No. 88: Gender Wage Gapsin China’s Labor
Market: Sze, Sructure, Trends

Margaret Maurer-Fazio, Thomas G.
Rawski, and Wel Zhang

July 1997

No. 87: Privatisation in Central and Eastern
Europe

Saul Estrin

June 1997

No. 86: Published in : Economics of
Transition, “ The Effect of Privatization on
Wealth Distribution in Russia.” v. 7, no. 2,
1999, pp. 449-65

Michael Alexeev

February 1998

No. 85: Was Privatization in Eastern Germany
a Jpecial Case? Some Lessons from the
Treuhand

Uwe Segmund

September 1997

No. 84: Sart-ups and Transition

Daniel M. Berkowitz and David J. Cooper

September 1997

59




William Davidson Institute Working Paper Number 76

No. 83: Which Enterprises (Believe They)
Have Soft Budgets after Mass Privatization?
Evidence from Mongolia

James Anderson, Georges Korsun, and
Peter Murrell

October 1997

No. 82: Published in: European Economic Martina Lubyova and Jan C. van Ours June 1997
Review, “ Unemployment Dynamics and the

Restructuring of the Sovak Unemployment

Benefit System.” April, 1997.

No. 81: Determinants of Unemployment Mark C. Foley August 1997

Duration in Russia

No. 80: The Many Faces of Information
Disclosure

Arnoud W.A. Boot and Anjan V. Thakor

October 1997

No. 79: Published in: Journal of Finance,
“ Foreign Speculators and Emerging Equity
Markets.” v.22, iss. 2, 2000, pp. 565-613

Geert Bekaert and Campbell R. Harvey

August 1997

No. 78: The Relationship Between Economic
Factors and Equity Markets in Central Europe

Jan Hanousek and Randall K. Filer

June 1997

No. 77 Published in: Economics of
Transition, “ A Gini Decomposition Analysis
of Inequality in the Czech and Sovak
Republics During the Transition,” Vol. 6,
No.1, May 1998, pp. 23-46.

Thesia l. Garner and Katherine Terrell

May 1998

No. 76: Chinese Enterprise Reformas a
Market Process

Gary H. Jefferson and Thomas G. Rawski

June 1997

No. 75b: Test of Permanent Income
Hypothesis on Czech Voucher Privatization

Jan Hanousek and Zdenek Tima

October 1997

No. 74: Determinants of Performance of Sijn Claessens, Smeon Djankov, and February 1997
Manufacturing Firmsin Seven European Gerhard Pohl

Transition Economies

No. 73 Published in: Economics of Smeon Djankov and Gerhard Pohl May 1998

Transition, “ The Restructuring of Large
Firmsin Sovak Republic.” Vol. 6, No. 1, May
1998, pp. 67-85

No. 72: Law, Relationships, and Private
Enforcement: Transactional Strategies of
Russian Enterprises

Kathryn Hendley, Peter Murrell, and
Randi Ryterman

November 1998

No. 71: Giving Credit Where Credit Is Due: Albert Park, Loren Brandt, and John Giles | March 1997
The Changing Role of Rural Financial

Institutions in China

No. 70: Privatization Versus Competition: John S Earle and Saul Estrin Soring 1997

Changing Enterprise Behavior in Russia

No. 69: Russian Managers under Storm:
Explicit Reality and Implicit Leadership
Theories (A Pilot Exploration)

Igor Gurkov

October 1998

No. 68: The Political Economy of Central-
Local Relationsin China: Inflation and
Investment Controls During the Reform Era

Yasheng Huang

Spring 1997

No. 67: Between Two Coordination Failures:
Automotive Industrial Policy in China with a
Comparison to Korea

Yasheng Huang

Spring 1997

No. 66 Published in: Post-Soviet Geography
and Economics, “ Red Executivesin Russia’'s
Transition Economy.” Vol. 27, No. 10,
November 1996, pp. 633-651.

Susan J. Linz

January 1997

60




William Davidson Institute Working Paper Number 76

No. 65 Published in: Industrial and
Corporate Change, “ On the Sequencing of
Privatization in Transition Economies.” Vol.
7, No. 1, 1998.

Gautam Ahuja and Sumit K. Majumdar

April 1997

No. 64: Published in: Journal of Law and
Economics, “ Foreign Ownership and
Profitability: Property Rights, Control and the
Performance of Firmsin Indian Industry”
42(1), April 1999, pp. 209-38.

Pradeep K. Chhibber and Sumit K.
Majumdar

April 1997

No. 63: How Taxing Is Corruption on
International Investors?

Shang-Jin Wei

February 1997

No. 62: What Can We Learn fromthe
Experience of Transitional Economies with
Labour Market Policies?

No. 61: Published in: Accounting
Organizations and Society, “ Economic
Transition, Strategy and the Evolution of
Management Accounting Practices: The Case
of India” 24(5,6), Jul/Aug 1999, pp. 379-412.

Tito Boeri

Shannon W. Anderson and William N.
Lanen

1997

April 1997

No. 60a: Enterprise Investment During the
Transition: Evidence from Czech Panel Data

Lubomir Lizal and Jan Svejnar

December 1997

No. 59: Published in: Journal of Law,
Economics, and Organization, “ Institutional
Environment, Community Government, and
Corporate Governance: Understanding
China’'s Township-Village Enterprises.”
14(1), April 1998, pages 1-23

Jiahua Che and Yingyi Qian

April 1997

No. 58: From the Grabbing Hand to the
Helping Hand

Jiahua Che

June 2000

No. 57: Published in: Brookings Papers on
Economic Activity, “ The Unofficial Economy
in Transition.” 1: 1998.

Simon Johnson, Daniel Kaufmann, and
Andrel Schleifer

June 1997

No. 56: Taxes and Government I ncentives:
Eastern Europe vs. China

Roger H. Gordon and David D. Li

April 1997

No. 55: Corruption and Reform

Susanto Basu and David Li

June 1996

No. 54: Decentralization and the
Macroeconomic Conseguences of
Commitment to State-Owned Firms

Loren Brandt and Xiaodong Zhu

June 1997

No. 53: Published in: The International
Journal of Industrial Organization,

“ Competitive Shocks and Industrial Structure:
The Case of Polish Manufacturing.” August,
1999. .

Pankaj Ghemawat and Robert E. Kennedy

May 1997

No. 52: Published in: The Quarterly Journal
of Economics, “ Insecure Property Rights and
Government Ownership of Firms.” May,
1998.

Jiahua Che and Yingyi Qian

May 1997

No. 51: Incentives, Scale Economies, and
Organizational Form

Eric Maskin, Yingyi Qian, and Chenggang
Xu

May 1997

No. 50: Published in: Post-Soviet-Affairs,

“ End of the Tunnel? The Effects of Financial
Sabilization in Russia” April-June 1997,
pages 105-33

Barry W. Ickes, Peter Murrell, and Randi
Ryterman

March 1997

61




William Davidson Institute Working Paper Number 76

No. 49: The Evolution of Bank Credit Quality
in Transition: Theory and Evidence from
Romania

Enrico C. Perotti and Octavian Carare

October 1996

No. 48: Where Do the Leaders Trade?
Information Revelation and Interactions
Between the Segments of Czech Capital
Markets

Jan Hanousek and Libor Nemecek

May 1997

No. 47: Firms Heterogeneity in Transition:
Evidence from a Polish Panel Data Set

Irena Grosfeld and Jean-Francois Nivet

May 1997

No. 46: Strategic Creditor Passivity,
Regulation, and Bank Bailouts

Janet Mitchell

May 1997

No. 45a: Decentralization in Transition
Economies: A Tragedy of the Commons?

Daniel M. Berkowitz and Wei Li

September 1997

No. 44a: The Information Content of Sock
Markets: Why do Emerging Markets have
Synchronous Stock Price Movements?
(forthcoming in the Journal of Financial
Economics).

No. 43: Agency in Project Screening and
Termination Decisions: Why |s Good Money
Thrown After Bad?

Randall Morck, Bernard Yeung, and
Wayne Yu

Chong-en Bai and Yijiang Wang

February 1999

May 1997

No. 42: Published in: Economics of
Transition, “ Channels of Redistribution:
Inequality and Poverty in the Russian
Transition.” Vol. 7 (2) 1999.

Smon Commander, Andrei Tolstopiatenko,
and Ruslan Yemtsov

May 1997

No. 41: Published in: Economics of
Transition, “ Labour Market Characteristics
and Profitability: Econometric Analysis of
Hungarian Exporting Firms, 1986-1995"
6(1), May 1998, pages 145-62

Lasz16 Halpern and Gabor Koros

May 1997

No. 40: Published in: the Harvard Law
Review, “ The Tragedy of the Anticommons:
Property in the Transition from Marx to
Markets.” January 1998.

Michael Heller

February 1997

No. 39: Privatization and Managerial
Efficiency

Olivier Debande and Guido Friebel

May 1997

No. 38 Published in: The Quarterly Journal
of Economics, “ Disorganization.” Vol. 112,
No. 4, November 1997, pp. 1091-1126.

Olivier Blanchard and Michael Kremer

January 1997

No. 37: Published in: Economics of
Transition, “ Transition and the Output Fall.”
7(1), 1999, pages 1-28.

Gérard Roland and Thierry Verdier

March 1997

No. 36: Restructuring an Industry During
Transition: A Two-Period Model

Richard Ericson

September 1996

No. 34: The East-West Joint Venture: BC
Torsion Case Sudy

Sonia Ferencikova and Vern Terpstra

December 1998

No. 33 Published in: Journal of Comparative
Economics, “ Quantifying Price Liberalization
in Russia.” Vol. 26, No. 4, December 1998,
pp. 735-737.

Daniel Berkowitz, David DeJong, and
Seven Husted

December 1998

No. 32: What Can North Korea Learn from
China’ s Market Reforms?

John McMillan

September 1996

62




William Davidson Institute Working Paper Number 76

No. 31: Published in: China-Economic-
Review, “ Towards a Model of China asa
Partially Reformed Devel oping Economy
Under a Semifederalist Government.” , 9(1),
Soring 1998, pages 1-23.

Yijiang Wang and Chun Chang

March 1997

No. 30: Convergencein Output in Transition
Economies: Central and Eastern Europe,
1970-1995

Saul Estrin and Giovanni Urga

February 1997

No. 29: Published in: Economics of
Transition, “ Altered Band and Exchange
Volatility.” Volume 6, no. 1, 1998, 173-181.

Evzen Kocenda

March 1997

No. 28: Published in: Quarterly Journal of
Economics, “ Public Versus Private
Ownership of Firms: Evidence from Rural
China.” Volume 113, no. 3, August 1998, 773-
808.

Hehui Jin and Yingyi Qian

January 1997

No. 27: East-West Joint Venturesin a
Transitional Economy: The Case of Sovakia

Sonia Ferencikova

March 1997

No. 26: Published in Economic Analysis
“ Behavior of a Sovenian Firmin Transition”
Vol. 1, no. 1, 1998, 57-73.

Janez Prasnikar

February 1997

No. 25: Cultural Encounters and Claimsto
Expertise in Postcommunist Capitalism

Michael D. Kennedy

February 1997

No. 24: ZVU a.s.: Investment Funds on the
Board of Directors of an Engineering Giant

Tory Wolff

August 1995

No. 23: The Role of Investment Fundsin the
Czech Republic (joint publication with Czech
Management Center)

Dusan Triska

June 1996

No. 22: Czech Investment Fund Industry:
Development and Behaviour (joint publication
with Czech Management Center)

Richard Podpiera

May 1996

No. 21: Restructuring of Czech Firms. An
Example of Gama, a.s. (joint publication with
Czech Management Center)

Antonin Bulin

June 1996

No. 20: YSE Funds: A Story of Czech
Investment Funds (joint publication with
Czech Management Center)

Michal Otradovec

November 1995

No. 19: Prvni Investicni a.s., The First
Investment Corporation (joint publication
with Czech Management Center)

Jarodlav Jirasek

August 1995

No. 18: PPF a.s., The First Private Investment
Fund (joint publication with Czech
Management Center)

Michal Otradovec

November 1995

No. 17 Published in: Post-Soviet Geography
and Economics, “ Russia’'s Managersin
Transition: Pilferersor Paladins?” Vol. 37,
0.7 (September 1996), pp. 397-426.

Susan J. Linz and Gary Krueger

November 1996

No. 16: Banks in Transition—Investment
Opportunitiesin Central Europe and Russia
Edited Transcript from 31 May 1996
Conference in New York City

With commentary and edited by Anna
Meyendor ff

January 1997

63




William Davidson Institute Working Paper Number 76

No. 15: Marketing in Transitional Economies:
Edited Transcript & Papersfrom 1 April 1996
Conference in Ann Arbor, Michigan

Compiled by The Davidson Institute

December 1996

No. 14: Pensionsin the Former Soviet Bloc:
Problems and Solutions. Published by
Council on Foreign Relations. “ The Coming
Global Pension Crisis’ New York, 1997

Jan Svejnar

November 1996

No. 13: Enterprise Restructuring and
Performance in the Transition. Forthcoming
in Financial Systemsin Transition: The
Design of Financial Systemsin Central
Europe eds. Anna Meyendorff and Anjan
Thakor.

Lubomir Lizal, Miroslav Snger, and Jan
Svejnar

December 1996

No. 12 Published in: Journal of I nternational
Marketing, “ Executive Insights: Marketing
Issues and Challengesin Transitional
Economies.” Vol. 5, No. 4, 1997, pp. 95-114.
Also published in: Marketing Issuesin
Transitional Economies ed. Rajeev Batra.

Rajeev Batra

April 1997

No. 11: Worker Trust and System
Vulnerability in the Transition from Socialism
to Capitalism

Andrew Schotter

August 1996

No. 10 Published in: Comparative Economic
Studies, “ Russian Firmsin Transition:
Champions, Challengers, and Chaff.” Vol.
39, No.2, Summer 1997, pp. 1-36.

Susan J. Linz

July 1996

No. 9: Corporate Debt Crisis and Bankruptcy
Law During the Transition: The Case of China

David D. Li and Shan Li

December 1995

No. 8 Published in: Journal of Comparative
Economics, “ A Theory of Ambiguous
Property Rightsin Transition Economies. The
Case of the Chinese Non-State Sector.” Vol.
23, No. 1, August 1996, pp. 1-19.

David D. Li

June 1996

No. 7: The Foreign Economic Contract Law of
China: Cases and Analysis

Dong-lai Li

June 1993

No. 3: Bank Privatization in Hungary and the
Magyar Kulkereskedelmi Bank Transaction

Roger Kormendi and Karen Schnatterly

May 1996

Replacing Nos. 1-2 & 4-6: Journal of
Comparative Economics Symposium on

“ Bank Privatization in Central Europe and
Russia.” Vol. 25, No. 1, August 1997.

No. 1 “ Bank Privatization in Transitional
Economies’ by Roger Kormendi and
Edward Snyder. No. 2 “ Transactional
Sructures of Bank Privatizationsin
Central Europe and Russia” by Anna
Meyendorff and Edward A. Shyder. No. 4
“ Bank Privatization in Poland: The Case
of Bank Saski” by Jeffery Abarbaness and
John Bonin. No. 5 “ Bank Privatization in
Post-Communist Russia: The Case of
Zhilsotshank” by Jeffery Abarbanell and
Anna Meyendorff and No. 6 “ " The Czech
Republic’s Commercial Bank: Komercni
Banka” by Edward A. Shyder and Roger
C. Kormendi.

August 1997




