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On Trends of Contract Responsibility System

in Chinese State-owned Enterprises

Shinichi KAWALI

Since 1987, a large number of State-owned enterprises, particularly
industrial enterprises in China have performed a new management
system, called a contract responsibility system. The system is based on
and concretely prescribed by mutual contract signed between an enter-
prise and a government authority concerned. Under the system, the
enterprise should be responsible for turning over the contracted profit
to the government. Surplus of the contracted profit is divided in certain
way between the two parties, with preference to the enterprise. In case
of deficit, the enterprise is required to make up for the loss by itself.
The system has been considered the center of enterprise reforms now
developing in China.

This paper pays a concrete attention to the way the new manage-
ment system have performed.

First, actual forms of the system in the first round period (1987-90)
is considered.

Second, actual economic function of the system is analyzed in terms
of three important points below ; (1) division of profit between
government and enterprise, (2) division of retained profit in enterprise
to saving and consumption, (3) actual performance of self responsibil-
ity of profit and loss.

Third, the paper will touch upon the features of the second round
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period of contract system starting in 1990.
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