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		Abstract

		NOTE: A Chinese translation of this paper is available at http://ssrn.com/abstract=1429722.  

Corporate governance (gongsi zhili) is a concept whose time seems definitely to have come in China. Chinese definitions of corporate governance in the abstract tend to cover the system regulating relationships among all parties with interests in a business organization, usually spelling out shareholders as a particularly important group. But Chinese corporate governance discourse in practice focuses almost exclusively on agency problems, and within only two types of firms: state-owned enterprises (SOEs), particularly after their transformation into one of the corporate forms provided for under the Company Law, and listed companies, which must be companies limited by shares (CLS) under the Company Law. This article discusses Chinese corporate governance in this narrow sense, and attempts to explain some perplexing features of its discourse, laws, and institutions (abbreviated hereinafter as "corporate governance laws and institutions" or CGLI).  

A fundamental dilemma of Chinese CGLI stems from the state policy of maintaining a full or controlling ownership interest in enterprises in several sectors. The state wants the enterprises it owns to be run efficiently, but not solely for the purpose of wealth maximization. A necessary element of state control of an enterprise is the use of that control for purposes such as the maintenance of urban employment levels, direct control over sensitive industries, or politically-motivated job placement.  

This in turn creates several problems. First, many of these goals are not easily measured and there is no obvious way of balancing them one against the other. This creates monitoring difficulties. Second, the policy of continued state involvement sets up a conflict of interest between the state as controlling shareholder and other shareholders. In using its control for purposes other than value maximization, the state exploits minority shareholders who have no other way to benefit from their investment.  

The major theme of this article is that the state wants to make SOEs operate more efficiently by subjecting them to a new and different set of rules - the rules of organization under the "modern enterprise system". Policymakers then find, however, that they must change and adjust the rules to take account of continuing state ownership. Moreover, the need to provide for the special circumstances of state-sector enterprises ends up hijacking the entire Company Law, so that instead of state-sector enterprises being made more efficient by being forced to follow the rules for private-sector enterprises (the original ambition), potential private-sector enterprises are hamstrung by having to follow rules that make sense only in a heavily state-invested economy. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: China, People's Republic of China, Chinese law, corporate governance, company law

	
	

	
    

    
	

	
	
		JEL Classification: K22, P12, P30, P31

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Clarke,  Donald C., Corporate Governance in China: An Overview (September 19, 2003). Donald C. Clarke, "Corporate Governance in China: An Overview", China Economic Review, vol. 14, 2003, pp. 494-507,  Available at SSRN: https://ssrn.com/abstract=424885 or http://dx.doi.org/10.2139/ssrn.424885 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Donald C. Clarke (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: George Washington University - Law School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				George Washington University - Law School  ( email )

			

			
			
				
				
				
					2000 H Street, N.W.
Washington, DC  20052
United States

				

				
			

			
				
				
					HOME PAGE: http://donaldclarke.net
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				   11,292

			

		
		
		
			Abstract Views

			   46,239

		

		
		 
		
			Rank

			      837

		

		
	


	
		
            
            	       24 Citations
		

	

	
		
			
				       37 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    George Washington University Law School Legal Studies Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                George Washington University Law School Legal Studies Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,078

                                    

                                    
                                        PAPERS

                                            1,575

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Thomas Colby at George Washington University Law School, Scott B. Pagel at George Washington University - Law School

                                    

                                
                            

                        

                    

                
	
                    George Washington University Law School, Public Law & Legal Theory Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                George Washington University Law School, Public Law & Legal Theory Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,638

                                    

                                    
                                        PAPERS

                                            1,623

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Thomas Colby at George Washington University Law School, Scott B. Pagel at George Washington University - Law School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,098

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Emerging Markets: Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Emerging Markets: Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,946

                                    

                                    
                                        PAPERS

                                           19,385

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                
	
                    Comparative Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Comparative Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,670

                                    

                                    
                                        PAPERS

                                           14,913

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Francesco Parisi at University of Minnesota - Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Law: Corporate Governance Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Law: Corporate Governance Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,551

                                    

                                    
                                        PAPERS

                                            9,012

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Bernard S. Black at Northwestern University - Pritzker School of Law

                                    

                                
                            

                        

                    

                
	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,803

                                    

                                

                                
                            

                        

                    

                
	
                    Asian Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Asian Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              843

                                    

                                    
                                        PAPERS

                                           11,580

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Donald C. Clarke at George Washington University - Law School, Veronica L. Taylor at School of Regulation & Global Governance (RegNet)

                                    

                                
                            

                        

                    

                
	
                    Institutions & Transition Economics: Firm Governance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Institutions & Transition Economics: Firm Governance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              567

                                    

                                    
                                        PAPERS

                                            1,132

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                
	
                    Emerging Markets Economics: Firm Behavior & Microeconomic Issues eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Emerging Markets Economics: Firm Behavior & Microeconomic Issues eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              405

                                    

                                    
                                        PAPERS

                                            7,197

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                
	
                    Chinese Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Chinese Law eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              286

                                    

                                    
                                        PAPERS

                                            5,514

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Angela Huyue Zhang at The University of Hong Kong - Faculty of Law

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Economic Consequences of the Sarbanes-Oxley Act of 2002

                        
                            By
                                
                                
                                    
                                    Ivy Zhang
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Sarbanes-Oxley Act and the Making of Quack Corporate Governance

                        
                            By
                                
                                
                                    
                                    Roberta Romano
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Quack Corporate Governance

                        
                            By
                                
                                
                                    
                                    Roberta Romano
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Corporate Governance and Firm Value: the Impact of the 2002 Governance Rules

                            
                                By
                                    
                                    
                                        
                                        Vidhi Chhaochharia
                                         and 
                                    
                                        
                                        Yaniv Grinstein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Reaction to Events Surrounding the Sarbanes-Oxley Act of 2002 and Earnings Management

                            
                                By
                                    
                                    
                                        
                                        Haidan Li, 
                                        
                                    
                                        
                                        Morton Pincus, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why Do Firms Go Dark? Causes and Economic Consequences of Voluntary SEC Deregistrations

                            
                                By
                                    
                                    
                                        
                                        Christian Leuz, 
                                        
                                    
                                        
                                        Alexander J. Triantis, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Sarbanes-Oxley Act and Firms' Going-Private Decisions

                            
                                By
                                    
                                    
                                        
                                        Ellen Engel, 
                                        
                                    
                                        
                                        Rachel M. Hayes, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Sarbanes-Oxley Act of 2002 and Security Market Behavior: Early Evidence

                            
                                By
                                    
                                    
                                        
                                        Zabihollah Rezaee
                                         and 
                                    
                                        
                                        Pankaj K. Jain
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
