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From “Enterprises Managing Social Affairs” to “Enterprises Supporting Society”
—An Exploration of State-Owned Enterprises and the Modern Enterprise System with

Chinese Characteristics

Yang Dian"* Ouyang Xuanyu®
(1. School of Sociology and Ethnology, University of Chinese Academy of Social Sciences,
Beijing 102488, P.R.China;
2. Institute of Sociology, Chinese Academy of Social Sciences, Beijing 100732, P.R.China;
3. Society and Finance Center, School of Social Sciences, Tsinghua University, Beijing 100084,
P.R.China)

Abstract: This study reviews the reform in China’s State-Owned Enterprises (SOEs) over the past
four decades and analyzes the transformation of their social functions amid China’s broader social
restructuring and the establishment of a modern enterprise system with Chinese characteristics. In
the planned economy era (1949—1978), SOEs functioned as administrative “units” providing both
production and comprehensive social services, resulting in welfare dependence, low autonomy, and
high social costs. During the early market-oriented reform period (1978—1997) , divestment of
social functions enhanced competitiveness but also externalized social costs due to underdeveloped
market institutions and social security systems.

Between 1997 and 2012, SOEs advanced property rights and governance reforms and adopted
Corporate Social Responsibility practices, though largely in a symbolic and non-strategic manner.
Since 2012, the consolidation of a modern enterprise system with Chinese characteristics has fostered a

».

shift toward “enterprises supporting society,” with SOEs—especially central SOEs—proactively aligning
with national strategies, supporting strategic industries, addressing market failures, and promoting
social equity. The study identifies the emergence of “new SOEs, ”

roles, diversified ownership, strategic industrial deployment, and improved governance, while noting

marked by differentiated investor

new challenges such as excessive executive pay and internal interest groups. Methodologically, it
moves beyond the Western firm - market dichotomy, arguing that SOE behavior is institutionally
embedded and shaped by interactions among state, managerial, and stakeholder actors.

The study concludes that “enterprises supporting society” is a defining feature of China’ s
modern enterprise system and reflects SOEs’ transition from administrative appendages to active
contributors to national governance and Chinese modernization. It highlights the need to reduce
income disparities, curb monopolistic structures, and further align SOE functions with national
development goals.

Keywords: State-owned enterprises reform; Social structure transformation; Modern enterprise
system with Chinese characteristics; Chinese modernization
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