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Improving the Internal Governance Effectiveness of State-owned Enterprises under the Leadership
of the CPC: Theoretical Logic, Realistic Constraints and Breakthrough Paths

Gao Minghua Guo Chuanzi Xue Jiaan
(Business School, Beijing Normal University, Beijing 100875, P.R.China)

Abstract: The Three-Year Action Plan for State-Owned Enterprises Reform (2020-2022) has yielded
excellent achievements in terms of increasing the integration of Party leadership into company gov-
ernance and developing a modern enterprise system with Chinese characteristics. However, due to a
lot of difficulties which are previously unconsidered but needed to be addressed, the institutional ad-
vantages have not yet been fully transformed into governance effectiveness, as evidenced by the lack
of effective coordination among the three major governance bodies of state-owned enterprises: the
Party committee, the board of directors, and managers. Therefore, based on the agency theory and
the existing legal framework, this paper analyzes the theoretical logic of the integration of Party
leadership into corporate governance through a multi-dimensional perspective of the relationship be-
tween the three major governance bodies. Further, this paper examines and analyzes the practical
constraints on the coordinated operation of the three primary governing bodies, based on on-site sur-
vey of eight typical state-owned enterprises. Finally, this paper suggests a feasible path for impro-
ving the effectiveness of internal governance of state-owned enterprises from both the list of powers
and responsibilities and the logic of practice. The purpose of this paper is to provide practical ideas
for state-owned enterprises to better implement “the two consistent” principles and build a modern
enterprise system with Chinese characteristics.

Keywords: Leadership of the CPC; Power and responsibility interface; Residual loss; Reform of

state-owned enterprises
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