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Research on the Content System of Relational Governance and Its
Running Logic
WU Jiong HU Yu-heng
( Glorious Sun School of Business and Management Donghua University Shanghai 200051 China)

Abstract: Relational governance and contractual governance as two corporate governance models with distinctive
characteristics complement and transform one another. In the analysis of corporate governance scholars usually adopt the
relevant academic ideas of corporate contractual governance as the research paradigm. However the key interpersonal ties of
Chinese enterprises ( especially Chinese family enterprises) are often connected by relations because relations are usually
exploited to coordinate the cooperation between the participants within the enterprise. Compared with contractual governance
with a well-defined theoretical framework rational governance still requires further work to figure out its content system and
the system running logic. In practice radical governance model transformation frequently occurs in the inter-generational
inheritance of family enterprises and the transformation of governance models in the same organizational system helps to
further underline governance characteristics thus providing a favorable investigation environment for analyzing the difference
in the two governance models.

This research collectsqualitative materials of 61 listed family enterprises compares governance models before and after
the inter-generational inheritance and gets the findings as follows. First of all relational governance and contractual
governance have the same system framework but different strategic contents. According to the Contractual Governance
theory the contractual governance system is divided into the contract ties ( contract governance structure) and contract rules
( contract governance mechanism) in this research. Contract ties refer to the selection of employees and the division of rights
and responsibilities while contract rules include checks-and-balance rules incentive rules and supervision rules. Similarly
the content system of relational governance is extracted. To be specific the relational ties ( relational governance structure)
consist of two factors including the crony placement and the layout arrangement and relational rules ( the relational
governance mechanism) includes the mental structure rules authority rules and trust rules. Furthermore the analytical
framework of Social Embeddedness is based to derive the transmission mechanism “individual behavioral motivation— the
interaction order — organizational structural attributes” of the two governance models. On this basis a comparative analysis
is made to find out the running logic of relational governance. Different from the rational economic participants of contractual
governance the participants of relational governance are motivated by value rationality altruism and non-economic goals.
Meanwhile the interaction of the community in relational governance is discussed based on a comparison with the principal—
agent relationship. Lastly compared with contractual governance with a “rule”-dominating rational organizational structure
relational governance places much more emphasis on “courtesy” as the core. And the rational governance system shows
natural attributes.

For the internal and external system environment development goals and other factors of enterprises contractual
governance has become a mainstream choice in corporate governance system construction. However we should not ignore
the charm and value of relational governance. For Chinese family enterprises with deep roots in the local institutional
environment and strong family awareness relational governance is a natural choice and also the optimal choice to maintain
its superior position in China. This research theoretically fills the blank in the analytical framework of relational
governance and forges a theoretical basis for enterprises to identify and apply the relational governance model. Besides this
research also has some significance for guiding the practice of inter-generational inheritance of family enterprises in hope of
helping family enterprises to well manage family issues vigorously develop their enterprises and steadily inherit the
enterprises.

Key Words: relationship governance; contractual governance; family enterprise
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