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New Thinking on the Existence Basis of State Owned Enterprises
LIU Jie-jiao
(Institute of Industrial Economics, CASS, 100836, Beijing, China)

Abstract ; State owned enterprises ( SOEs) are an footstone of China’ s basic economic system and some SOEs
are facing new straits and challenge. It is an important topic that how to answer query about SOEs and elaborate fur-
ther the existence basis of the SOEs. The western academic circles in reflection privatization and response to the fi-
nancial crisis, published some research findings revealing the private system malpractice and querying the founda-
tion of privatization, prompted us to further thinking on the existing basis of SOEs under the condition of market e-
conomy. The theoretical circle is mainly from the contradiction between the capitalist private ownership of the pro-
duction means and the socialization of production, the requirement of the socialist system and the avoidance of po-
larization, there are some documents from the state-owned enterprises and the market economic compatibility angle
analysis of the existence of the basis of state-owned enterprises. Overall, the existing literature focus on the demon-
stration of the necessity and significance of SOEs, lack of the feasibility analysis of SOEs in market economic sys-
tem. This paper shows that under the condition of market economy, SOEs have the inherent basis that is unable to
overcome the drawbacks of the private enterprises and can become the subject of market competition, which is com-
patible with the market economy.

From the domestic and international practice, the SOEs can become the subject of market competition, the
core is to see whether it has independent assets and interests, whether in the market competition, independent deci-
sion-making, the establishment of a fair and competitive relationship with all kinds of economic entities, equal ac-
cess to all kinds of production factors and scarce resources, equivalent acceptance to supply and demand, competi-
tion and price regulation. Although SOEs because of the characteristic of ownership relationship is regarded as the
functions of the government, take some public service function objectively, play public interests promote and main-
tain a role, but on the nature of SOEs enjoy autonomy and have long-term economic purpose of economic organiza-
tion, are to provide products or services to the market.

As far as China is concerned, when the new China was founded in 1949, productivity level was quite low,
capital was extremely scarcity, the degree of production socialization was very low, private enterprises generally
used hand tools. It was difficult to meet the national industrialization and the establishment of an independent in-
dustrial system. Since the reform and opening up in 1978, the private economy has great development, the non-
state-owned economy has continued to increase, but the basis of private economy is still weak and lack of socializa-
tion, overall in the initial stage of the transition to the modern enterprise system. Private enterprises is in the overall
development stage on family capital accumulation, combined with individual capital has not been developed to adapt
to the requirement of capital intensive industry. The transition of individual private capital from the family private
capital to capital diversification and socialization has just begun. Small scale, weak ability to absorb social capital
and improving the organic composition of capital between the contradictions are still outstanding. Under this back-
ground, SOEs should play more important role in the fields of the industries concerning national security and nation-
al economic lifeline, monopolized industries and the industries of private capital unable to enter. China must ac-
cording to the national development and production socialization, steadily improve SOES’ s allocation efficiency,
uphold and improve the role of SOEs. SOEs should occupy enough proportion in the national economy lifeline and
solve effectively the problems of the last round of the reform of SOEs. It is also necessary to reform SOEs and cor-
relative institutions according to the requirements of independent market subjects in order to achieve common devel-
opment of SOEs and Non SOEs.

Key Words:state owned economy; state-owned enterprises; privatization; system of ownership
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