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The Property Rights Approach (PRA) is a popular school of thought regarding reforming socialist economies in the 1990s.
 Advocates of the PRA take the view that state firms have performance problems because control and cash flow rights are distributed to political rather than economic actors. Since political actors care more about patronage than profitability, the reform of state firms is frequently flawed. To resolve this inherent contradiction supporters of the PRA contend that the key to reforming state firms is to transfer property rights from the hands of the state to the hands of private interests. 

The mass privatization process of the early 1990s in post-communist Russia and Eastern Europe seemed to bear out the logic of the PRA theory. Ten years later, however, evidence of the PRA theory’s success is less conclusive. In Russia, not only did state firms not change their behavior after privatization, as the PRA predicted, but “shock therapy” turned Russia into a trap of “deindustrialization” hampered by rampant corruption. What went wrong with privatizing state-owned firms in reforming communist systems? Steinfeld argues that the challenge of transitional reform is “not to transfer property rights but rather to create them from scratch, and create as well the whole institutional underpinning necessary to make them function effectively”(Steinfeld, 1998: 39). Frydman and Rapaczynski hold a similar view (Frydman and Rapaczynski, 1994). 

 Since the Fifteenth Party Congress in 1997, the Chinese government has pushed “corporatization” of its ailing State-Owned-Enterprises (SOEs). This initiative is recognized as a critical step toward privatization. Although Chinese official are cautious not to mention the word “privatization”, they speak instead the language of “Property Rights Reform,” scholars assert that the Chinese government has internalized the logic of “privatization” (Steinfeld, 1998) advocated by experts in the West. 

But China’s transition differs from that of Russia and East European countries because the Chinese do not have a comprehensive “privatization” plan. There are “no national guidelines exist(ing) for companies that want to privatize” (Lawrence, 2000). The unavailability of nationwide data on the dependent variable—the level of privatization, gives rises to the need of case study. Through detailed case studies, we may be able to identify the prospects and problems of property reform in China.  

I. The End of “Sunan Model” and The Hutang Experience
a.  Hutang— A Pilot City in Privatization
Hutang Town is located in central Jiangsu Province. It is a middle-sized city with an area of 87 square km and a population of over 200, 000. In the year 2003, Hutang has produced a GDP of 3.2 billion yuan. Hutang has been engaged in property reform since October 1997. A special agency, the Operation and Management of Collective Assets Co., Ltd. (OMCA), was established to implement the reform. By the end of the year 2000, 610 out of 718, namely 85% of the collective enterprises had carried out property reform through public bidding. Hutang’s success in property right reform had attracted national attention, and Hutang, to some extent, has become a pilot place in experimenting property right reform in China. 
b. The Termination of the “Sunan Model:” Theoretical Debates and Policy Shift
Before I get to the discussion of the property rights right reform in Hutang, it might be helpful to review the historical context of and theoretical debates behind the waves of property rights reform in Jiangsu Province. 
The South Jiangsu or Sunan had drawn the spotlight in the early stage of reform in China by the so-called Sunan model.  Fei Xiaotong, a renowned sociologist in China, first coined the term in 1983 by calling the development of rural economy in the Sunan region a “model.” 
  Ever since, the Sunan model has been a repeated theme in theoretical and policy debates concerning the rural development and modernization in China.  
The Sunan model, which centers heavily on the development of the township and village enterprises (TVEs), most of them being collective enterprises at the township and village levels, has been proclaimed as a new economic and social development model for China.
  The Sunan model is a stark contrast to the so-called Wenzhou model, referring to the bustling growth of private economy in the rural areas of Wenzhou City, Zhejiang Province and its neighboring regions. 
With the hidden presumption that the Sunan model speaks to the merits of socialism and public ownership vis-à-vis the Wenzhou model where the very foundation of socialism—the public ownership had been challenged and even toppled, the Chinese media, scholars, and officials poured praises to the Sunan model throughout the 1980s, with only a minority of voices in favor of the Wenzhou model.
  
Since the late 1980s, however, the reality seemed to having turned against the Sunan model gradually, but decisively. Instead of high growth in the early and mid 1980s, more and more TVEs in the Sunan region were trapped by huge losses and poor management in the late 1980s and early 1990s.  It was even often reported that many rural governments levied a variety of fees from the TVEs, such as funds for building schools or roads, driving many TVEs to the brink of bankruptcy. One other hand, some rural cadres used their posts as managers of TVEs to drain off the public assets, either squandering money in feasting or building themselves luxury houses.
 Critics began to point fingers to the so-called “ambiguous property rights,” arguing that it was the lack of a clearly defined property rights of the TVEs that caused all the ills.
  
After Deng Xiaoping’s “South Tour” and calling for bolder reform in 1992, the Chinese government began contemplating policies aimed at reforming the TVEs.  The Jiangsu Province started promoting “gufen hezuo zhi” (share holding cooperation system) to reform the troubled TVEs in Jiangsu in 1993. By the end of the year, 7604 TVEs, 8% of total TVEs in Jiangsu, had carried out the reform of share holding cooperation system. And the TVEs underwent reform in 1993 alone overtook the total number of TVEs that had been reformed in previous years.

One of the goals for the Jiangsu government was to “steadfastly insist on the public ownership as the main part” in its economy. Wang Xialin, a standing member of the Jiangsu Provincial Committee of the Chinese Communist Party (PCCCP) and director of the Department of Propaganda, argued in an article in 1994 that the reform had clarified the property rights relationship of the TVEs and rationalized the relationship between the TVEs and the local governments at the town and village levels.
 A researcher affiliated with the prominent Policy Research Institute for the CCP Central Committee (CCPCC) carried the political logic further in a 1994 article by declaring that “It is conducive to brining into play our political advantages and doing well in political development that [we] support having collective economy as main part and having TVEs play a leading role [in Sunan].”
 
There were, however, dissidents. An article published also in 1994 argued that the property rights system and the share holding system were two different things, and the conventional wisdom that the problem of ambiguous property rights could easily be solved once the share holding system was widely established was incorrect. The article contended that the property rights reform should be carried before any schemes of share holding system should be entertained.
 
The debate was put to an end when top leaders of Jiangsu, in the wakes of the 17th Party Congress of the CCP in 1997 in which the party called for bolder steps toward building a “socialist market economy” and reform of state-owned enterprises, admitted publicly that the deeper issues in the Sunan model, such as the ambiguous property rights, should be resolved in order for the reform to be deepened.
   
The Jiangsu government began calling for erci zhuanzhi (second reform of the TVEs).   The ill-fated share holding cooperation system experiment was quietly, but quickly dropped. Those share holding cooperation enterprise were transformed into share holding companies, limited-liabilities companies, or private firms in an effort to clarify the property rights relationship. By the year of 2002, the so-called second reform of the TVEs had been accomplished.
 It was against this back drop that Hutang embarked on its property rights reform.  
II. The Hutang Experience: How They Did it? 
i.   Identifying the Problems

Ranking among the “Top 100 Towns and Villages in China,” Hutang is one of the most industrialized towns that enjoy a strong economy buttressed by the TVEs, and was once regarded as a model of the Sunan model.
 
The leaders of the Hutang government, as many other leaders in the Sunan region, however, came to realize the problems facing the TVEs, the once driving engine for Hutang’s economic growth around 1993-94. A research report prepared by the Hutang government admitted that since 1994, the growth rate of industrial sale and profits of its TVEs had dropped significantly.
 It also pointed out the following problems. First, the fact that the TVEs were “guanying” (managed by the government) meant that many governmental agencies such as zheng caizheng suo (the fiscal station of the Hutang town), gongye ju (industrial bureaus), and jiti zechan jingying zhan (the management station of the collective assets) would all claim authority over the TVEs, leading to policy conflicts, unclear responsibilities, and ambiguous property rights relationship. Second, the revenues generated by the TVEs were often used to cover government spending and indeed the TVEs became “dier caizheng” (the second fiscal bureau) of the government; on the other hand, however, yuesu jizhi ruanhua (the softening of the constraint mechanism) had led to irresponsible behavior of the managers of many TVEs and the government, as the owner of the TVEs, had to bail out many loss-making or even bankrupt TVEs, thus significantly increasing the fiscal burden of the government. The report summarized the defects of the enterprises system of the TVEs in one word: chanquan xushe (the property rights existing in name only).
  
ii.    Clarifying the Property Rights Relationship or Building it from Scratches?              
In 1996, the leaders of Hutang government began contemplating schemes for reforming its TVEs. The October of 1997 was a hallmark in Hutang’s reform initiatives. It was the time when the CCP party congress called for liberating thoughts and building a “socialist economy,” and the Jiangsu leadership publicly recognized the drawbacks of the Sunan model and encouraged bolder steps in reforming the TVEs.  In October 1997, the Hutang government launched reform initiatives with a focus on reforming the property rights system of the TVEs. 
The experience of Hutang reform seems to support Steinfeld’s argument that the challenge for transitional reform is “not to transfer property rights but rather to create them from scratch, and create as well the whole institutional underpinning necessary to make them function effectively.”
 The Hutang government argued that to clarify property rights relationship was only the first step toward building a modern enterprises system. To achieve the goal of clarifying property rights relationship, the Hutang government could simply transfer the property rights of the TVEs to the hands of private parties. The property rights reform, however, cannot be limited to transferring property rights. Rather, it should also resolve the debts issue and build a social security system.
  The Hutang government set up the guideline of the reform as “to have the enterprises property rights reform as the key content of the reform, and to push forward various supplemental reforms of the organizational and personnel system (zuzhi renshi zhidu), income distribution system (fenpei zhidu), and labor and social security systems (laodong yu shehui baozhang zhidu),” and decided that the steps of the reform was to “first carry out the supplemental reforms, and then the property rights reform.”

iii. The Issue of Human: Building a Social Security System
The Hutang government argued that the first salient issue in the property rights reform was to resolve the issue of human, namely “to reform the organization and personnel system, the labor use system, and the distribution system (zuzhi renshi, laodong yonggong he fenpei zhidu) that were under the planning economy, and establish a labor and social security system (laodong he shehui baozhang zhidu) that is in accordance with the requirements of the competition mechanism.”
 
The Hutang government recognized that for long the TVEs had a labor use mechanism characterized as “managers can only go up but not go down” (jingying zhe zhineng shang buneng xia) and “workers can only come in but not leave” (zhigong zhineng jin buneng chu), and a distribution system characterized as “the salary can only be higher but not lower” (gongzi zhineng gao buneng di).  These systems, the Hutang government argued, were in conflict with the competition mechanism required by the market economy. Without resolving this issue of human, any property rights reform would not be completed.
  

a. The Reform of the Organizational and Personnel System (zuzhi renshi zhidu gaige) 

To reform the organizational and personnel system, the Hutang government decided that since the date on which the property rights reform of the TVEs was started, all managers who enjoyed the ranks of state cadres under the old organizational and personnel system would be relieved from their ranks without official notices (bu fawen mianzhi). During the “transition” period, party secretaries of the TVEs would still be responsible for the operation of the enterprises. Since in most cases, the party secretaries of the TVEs also held the positions of general managers or factory head (chang zhang), this method would “ensure the smooth transition of the TVEs under reform.” The Hutang government also provided economic motivations for those managers some of whom might otherwise have become a resisting force to the reform. It made the so-called “compensation for the length of service as cadres” (ganlin butie) to those managers who would be striped off official ranks once the TVEs were reformed.

b. The Reform of the Income Distribution System (fenpei zhidu gaige)
The reform of the income distribution system had two aspects: one was concerning the managers and the other the workers. Starting in 1996, the Hutang government implemented the annual salary system (nianxin zhi) for the managers and factory heads of the TVEs. And those managers’ annual salaries were tied to the increase in the value of the collective assets of the TVEs. 
The Hutang government proposed a package solution to reforming the income distribution of the TVEs workers. It revoked completely the previous “multi-level wage system” (fenji gongzi zhi) under which the government, instead of the enterprises decided the wage levels of the TVEs workers. Under the new scheme the TVEs now had the right to decide the wage levels for their workers. As a compensation for the revocation of the multi-level wage system, the TVEs workers received reimbursements accordingly from the endowment insurance. The government did, however, set up the minimum wage rates for the TVEs workers. “Under the presumption that the workers’ wages are not lower than the minimum wages rates,” the Hutang government stipulated that, “a ‘two lower-thans’(liang diyu) distribution system is implemented, that is, the growth of the total wages of the TVEs will be lower than the growth of profits, and the growth of the average workers’ wages will be lower than the growth of the productivity of the TVEs.”
   
c. The Reform of the Labor and Social Security Systems (laodong he shehui baozhang zhidu gaige)
In December 1997, the Hutang government took out of its own pocket thirty nine million six hundred and ten thousand yuan to buy endowment insurances for the 4267 employees of its town-owned enterprises.  And the government created insurance ID card for each of these 4267 workers. For over 2300 retired workers of its town-owned enterprises, the government decided to allocate 5 million yuan each year for retirement pensions.
  
At the same time, the Hutang government started building a unified medicare fund. Every of the two hundred thousand populations in Hutang was asked to contribute 15 yuan. And the government soon built a medical insurance fund of about 3 million. The fund was then used to cover the costs of minor illnesses for those workers who were under the coverage of the medicare system. The TVEs were required to purchase medical insurance for workers in order to cover the costs of serious illnesses and the government provided those enterprises with one million yuan of subsidies.
 
iv. The Consolidation of the Debts of the TVEs 
The second issue that must be solved before property rights reform could go on, the Hutang government argued, was to clear the mess of huge debts the TVEs owed to the banks. 
By the time of 1996-97, many TVEs had accrued huge debts and indeed were in the state of de facto bankruptcy. To make things worse, many of the mortgage loans were made in a non-standardized way. It was often the case that the guarantors of the loans simply could not be found.
 This was just a miniature of the terrible financial market in China, where state banks were often ordered, or under the pressure from the governments, to make loans to state firms which eventually became dead loans. 
How is it to salvage those TVEs out of the vicious cycle of “debt-accruing—loss—again debt-accruing?” The Hutang government came to realize that two alternatives were costly. If the government simply took the way of throw away the burdens by selling out the enterprises, then the workers might not be reallocated and protected appropriately, leading to possible social unrest. If the government chose to default the debts to the creditors including banks, then the relations between banks and TVEs would deteriorate, creating troubles for future development of the TVEs and the economic growth of Hutang as a whole.
 
The Hutang government took an active role in negotiating with those banks, including the Bank of China, Bank of Agriculture, Industrial and Commercial Bank, Bank of Construction, and Rural Credit Union. The arrangements were to mortgage the valuable assets, such as land and factory buildings of those TVEs to their creditors to cover most part of the debts, the rest of which were then waived by the banks. Through tedious negotiations, about 130 million yuan of debts of the town-owned enterprises including Maojin, Tianli, and Mafu were cleared up.  
v. The Property Rights Reform: Procedures and Steps
After having carrying out those supplemental reforms such as establishing social security system and resolving the debts issue, the Hutang government decided to take on the most difficult, and also most essential part of the reform—to transfer the TVEs assets from the hand of the government to the hands of the private. 

    The Hutang government declared that the goal of the property rights reform was to clarify property rights relationships, and the key to the success of fulfilling the goal was to ensure that the process of property transferring embody the principles of publicity, justice, and fairness (gongkai, gongping, gongzheng). In 1997 and 1998, the Hutang government issued an array of documents, such as The Notice Concerning Strengthening the Working Discipline of the Property Rights Reform of the Collective Industrial Enterprises at the Town and Village Levels at Hutang Town (Hutang zheng guanyu yanming zhengcun jiti gongye qiye chanquan zhidu gaige dongzuo jilv de tongzhi), The Implementation Opinions of Invitation for Bid and Submitting Bids for Auctions and Transfers of the Property of the TVEs at Hutang Town (Hutang zheng zheng cun jiti qiye chanquan paimai zhuanrang zhaobiao toubiao shishi yijian), and The Opinions of Resolving the Concerning Issues of the Property Rights Reform of the TVEs at the Hutang Town (Hutang zhen jiti qiye gaizhi gongzuo youguan wenti de chuli yijian), among other ones. Those documents set up guiding principles and provided the basis for policies of various reforms.
 
On the basis of those documents, the Hutang government stipulated four working procedures to carry out the property rights reform: 1) to count and verify the assets (qingchan hezi); 2) to evaluate the value of the assets (zichan pinggu); 3) to transfer the property rights (zhuanrang chanquan); and 4) to register with the agency of industry and commerce (gongshang dengji).  
a. To Count and Verify the Assets (qingchan hezi)

The Hutang government realized that to successfully count and verify the assets of the TVEs would eliminate “hidden assets” and close loopholes in possible assets striping behavior during reform process. In cooperation with the accountant offices in Changzhou city, where they Hutang town belongs to, the Hutang government created 26 balance sheets to be used in counting and verifying the assets of the TVEs. Those sheets include items such as the fixed assets, the receivable, the payable, the account book, the office supplies account, the dining hall account, the workers’ union account, and so on, covering virtually all aspects of an enterprise.
 

The government then decided that the principle of counting and verifying the assets was bottom-up (zi xia er shang).  The TVEs were asked to do the self-check job first. The financial section chief (caiwu kezhang) of each enterprise was appointed as the chief of the team to count and verify the assets. The manager or factory head of the enterprise, however, could not participate in the work of counting and verifying assets. All workers of the enterprise were also called to participating in counting the assets, rendering any scheme to hide some portion of the assets extremely difficult. 

After the enterprises finished the job of counting and verifying the assets by themselves, the government then created three working teams—the fixed-assets team (guding zichan xiaozu), the inventory team (cunhuo xiaozu), and the accounts and articles team (zhangwu xiaozu)—by pooling members from six economic administration agencies, including the tertiary industry office (disan chanye bangongshi), the fiscal station (caizheng suo), the municipal planning office (shi jihua bangongshi), the TVEs management office (qiye guanli bangongshi), the collective assets management office (jiti zichan banggongshi), and the statistical station (tongji suo), five of which were agencies at the Hutang town, with the municipal planning office being affiliated with the Changzhou municipal government.
  
The fixed-assets team counted on the spot the lands, buildings, equipments etc. that belonged to the TVEs. It checked the accounts against the articles, and then checked the articles against the sheets, ensuring that the accounts and the sheets were in accord. 
The inventory team counted the raw materials for production and office suppliers of the TVEs. It randomly checked 30 percent of the inventory of an enterprise and held that the error could not be larger than 1 percent. 

The accounts and articles team verified the receivable, the payable, and the accounts of the workers’ unions, among other items. 
b. To Evaluate the Value of the Assets (zichan pinggu)
To evaluate the value of the assets of the TVEs, the Hutang government took a method of “compound evaluation” (fuhe pinggu) which combined the evaluation of the intermediary agencies and that of the government. Specifically, the government commissioned the accountant offices to conduct the evaluation of all the assets in kind. All the nonmaterial assets were reported according to the adjusted numbers of the counting and verification of the assets. The receivable item and the payable item were listed according to the face values in the accounts. The government announced publicly the format, content, and cost of the invisible assets but did not verify the value of those invisible assets. Therefore, the receivable (payable) item and the invisible assets allowed for flexibility in competitive bidding for potential bidders.
 

c. The Transfer of Property Rights (chanquan zhuanrang): Transfer through Public Bidding (zhaobiao zhuanrang)
To transfer the property rights of the TVEs, the Hutang government did not take the method of transfer through agreement (xieyi zhuanrang) or transfer through competitive bidding (jingjia zhuanrang). Rather, it took the method of transfer through public bidding (zhaobiao zhuanrang). The Hutang government argued that by doing so, it could avoid “black box transactions” which might be possible under the transfer through agreement scheme. It could also effectively avoid the trading of property rights simply according to the prices offered by the bidders. The so-called zhaobiao zhuanrang (transfer through public bidding) differed from jingjia zhuanrang (transfer through competitive bidding) in that it combined public bidding with qualification assessment process of the bidders.
  
A committee for bid (toubiao hui) was organized by the Hutang government to oversee the process of zhaobiao zhuanrang. When a TVE was to be transferred through public bidding, the government would announce publicly an invitation for bidding for the enterprise. Within three days after the announcement, all interested parties were required to submit applications for participating the bid, along with earnest money. The bidders would have another three days to fill up the tender documents, seal them, and then turn them in to the committee.
 
On the tender opening date, the committee would not open sealed tenders in the first place. The first procedure was that each bidder would give a speech, spelling out his plan for building the enterprise after taking it. The plan should include long term investment plans, goals for sales and profits, as well as promises to take care of the welfares of the workers. An evaluation team encompassing leaders of the Hutang town government who were in charge of economic affairs, head of the industry and commerce station (gongshang suo), heads of the state and local tax stations (guoshui, dishui suo), chief of the labor bureau (laodong ju), head of the fiscal station (caizheng suo), head of the TVEs administration bureau (qiguan ju), as well as a worker representing all the workers in the enterprise would give each bidder a score on a 10-point scale. This score accounted for 40 percent of the total score the bidder would receive. Another 60 percent came from the price the bidder offered in his tender document. The evaluation team then recommended the Hutang government take the offer by the bidder who ranked highest in the overall scores. The bidder who successfully took the enterprise was then required to sign an agreement with the Hutang government that he must not lay off any worker with any excuse within one year after taking-over the enterprise.
 
 The Hutang government argued that such procedures would ensure that it pick up the most qualified candidate who could also offer the best possible bidding price.   It held that zhaobiao zhuanrang, as an institutional design, could avoid the “black box transaction” which might occur the TVEs were transferred through agreement.  Thus zhaobiao zhuanrang ensured the principles of publicity, justice, and fairness, while it also stroke a balance between the interests of all concerning parties, that of the government, of the bidders, and of the workers.
     
d. Registration with the Administration for Industry and Commerce  (gongshang dengji)

The last phase of the property rights reform was to register the enterprises that had undergone reform with the administration for industry and commerce. The Hutang charged a special team to coordinate the registration process, with the principle of “to register one after it is ripe for registration” (chengshu yige, dengji yige)
  
vi. The Management of Collective Assets: the Collective Assets Management Corporation   
In order to manage the collective assets left in its hand, the Hutang government established the Wujin Hutang Collective Assets Management Corporation (CAMC) with a registering capital of 100 million yuan in the year of 1998. The CAMC was overseen by the collective assets management commission under the Hutang government. The commission was responsible for regulating the collective assets and ensuring the increase in the value of collective assets.  But it did not involve in the operation of collective assets. The CAMC was responsible for supervising the management of the collective enterprises. It represented the government in those enterprises the government held shares. The CAMC, the government argued, would become the organizational foundation and the supporting force for the macro management of the collective economy, push forward the adjustment of Hutang’s economic structure, and foster the economic growth at Hutang as a whole.
        
     Since its foundation, the CAMC have invested 3 million yuan to Changzhou Tianpu Biaomedical Co., Ltd., 4 million yuan to Changzhou Southeast Liquid Crystal Display Co., Ltd. It also invested 1 million yuan to the restructuring and redecoration of the small commodity market, and 800 thousand yuan to establish the Agriculture Comprehensive Development Corporation. The Hutang government argued that the CAMC would help the collective assets exit from the low-level, scattered, and small enterprises and flow to the enterprises and projects with high value-added and high economic benefits. It would enlarge the scale of collective economy and forge a sound cycle of fund-raising—investment—investment benefits and distribution—again fund-raising—investment—investment benefits and distribution.
 
III. Explaining the Hutang Case: A Preliminary Assessment
i. What are the motivations for the Government to engage in “privatization”? 
Shirley and Walsh suggest one of the most important goals of governments carrying privatization programs is to achieve “budgetary relief.”
  The Hutang case supports Shirley and Walsh’s hypothesis. Concern about the deteriorating financial situation of many of the crumbling TVEs was evident in the policy-making process of the Hutang government.  The government bore a heavy fiscal burden of bailing out a great number of loss-making, and even bankrupt TVEs. The issue of the TVEs debts and bankrupt TVEs was among the top priority of the Hutang government’s agenda when it first launched the property rights reform in October 1997. 
 The Hutang government, after tedious and difficult negotiations, reached settlements with the creditors of the TVEs, including the Bank of China, the Bank of Agriculture, the Industrial and Commercial bank, the Bank of Construction, and the Rural Credit Union, paving the road for a successful property rights reform.
  
It seems that the Hutang government was also aiming at improving the efficiency of the TVEs. The government noted that many TVEs had used the opportunity of property rights reform to push forward reform of internal management and operation mechanisms. In one case, the Hutang No. 2 Wireless Factory, by virtue of strengthening management and innovation mechanism, achieved a good performance of 18 percent of increase in economic benefits against 30 percent drop in production caused by the 1997 Southeast Asia financial crisis.
 
It is not clear that the Hutang government was in any way enthusiastic about promoting the development of private sector, which again was a start contrast of what happened in Wenzhou. The fact that a collective assets management company was established suggested that the Hutang government was by and large in the “collective economy” mentality. One of the governmental document stated that the goal of the CAMC was to “ensure the security, as well as value maintenance and value increase of the collective assets (baozhang jiti zichan de an quan yu baozhi zengzhi).”
 Indeed the Hutang government regarded the CAMC as an important tool of actively promoting the economic growth of Hutang. It also argued that the CAMC contributed to the improvement of social welfare. In one case, the CAMC raised the capital to build an apartment for elders in the town. And in another one, the CAMC built a kindergarten.
  
     ii. What are the Institutional Conditions Conducive to the “Privatization” Process? 
In terms of institutional factors, first of all, the CCP’s call for a stride toward establishing a “socialist market” and bolder reform of the state-owned-enterprises in 1997 had created a good policy environment for Hutang’s experiment. In the ensuing provincial party congress, Jiangsu provincial leaders reflected on the drawback of the Sunan model and called for bolder reforms on the TVEs. Chen Huanyou, then party secretary of the CCP Jiangsu provincial committee, pointed out in his speech at an enlarged meeting of the CCP provincial committee in October 1997 that the unitary system of the ownership structure, the confusing rights and responsibilities between the government and enterprises (zhengqi quanze bufen), and the ambiguous property rights of enterprises were the top three problems of the Sunan model.
 Taken together, the policy shift at both the national and provincial levels paved way to a benevolent policy environment for the Hutang leaders to pursue bold and innovative property rights reform schemes.  
    iii. Agenda for follow-up Research 

We also have to assess the effectiveness of property rights reform in Hutang. In the follow-up research, we need to collect more data on the enterprise level. 

To evaluate the effects of the property rights reform, several dimensions of the indexes should be examined: 

     1) Indexes of the management performance of the enterprises, including a) the balance sheets of the firms in the sample (which will be randomly selected from the firms that have undergone privatization program) before, during, and after each step of “privatization” program; b) the assets (current, long-term, fixed and intangible, etc), liabilities and owner equity analyses; and c) the profit statements (sales revenues, gross profits, net profits, etc.) and tax statements. 2) the effectiveness of the internal institutional arrangements; 3) the effectiveness of the corporate governance structure; 4) the effectiveness of the resources allocation mechanism; 5) the effectiveness of marketing strategies; and 6) the solidarity and identity with the enterprises among the members of the enterprises.  
To gain a deeper understanding of these questions, we should take into consideration the control variables. We shall ask the question whether the indexes of the successful performance observed are brought by the property right reform rather than other factors. For instance, the rise of sales revenues should be caused by property right reform, not the change of market conditions per se. By choosing a “comparison group” that consists of the enterprises without reform, we are able to extract the causal link and make the claim that it is property right reform that causes the observed improved performance.  
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