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After more than 30 years of reform of state-owned enterprises (SOEs) , the Chinese
government launched mixed ownership reform in 2013. On the one hand, SOEs accept private
capital, which can be regarded as a kind of privatization of SOEs. At the same time, state
capital is encouraged to invest in private-owned enterprises (POEs) , which can be regarded
as a kind of nationalization of POEs. Since the Chinese government treats mixed ownership as
the basic enterprise system of China, this reform will undoubtedly have a significant impact on
the future development of China's economy. Here, a question worth paying attention to is what
kind of impact did the mixed ownership reform implemented have on the performance of SOEs
and POEs?

Unfortunately, however, there is still limited research on this reform, and there is not
any research related to the impact of it on profitability. Therefore, this paper attempts to
answer the following questions: First, can the privatization of SOEs under mixed ownership
reform improve the profitability of SOEs? Second, what impact does the nationalization of
POEs under mixed ownership reform have on the profitability of POEs? Third, is mixed
ownership a more effective ownership structure compared with POEs and SOEs? The above
three questions are analyzed in Chapter 3, Chapter 4 and Chapter 5 respectively.

Chapter 3 analyzes the impact of the privatization of SOEs (POEs invest in SOEs) under
mixed ownership reform on the profitability of SOEs. Using Difference-in-differences (DiD)
method and data of China's A-share listed SOEs from 2011 to 2020, this study treats SOEs that
have implemented mixed ownership reform (MixedSOEs) as the treatment group and SOEs that
have not implemented reform as the control group. ROA and ROE represent the profitability of
enterprises. The analysis results show that mixed ownership reform significantly improves the
profitability of SOEs. Mechanism analysis shows that mixed ownership reform has improved
the profitability of SOEs by reducing redundant staff, administrative costs, and related
transactions. The results also found that the impact of mixed ownership reform is
heterogenecous. The effect of mixed ownership reform is more significant in SOEs in non-
regulated industries, local SOEs and SOEs in regions with low marketization.

Chapter 4 examines the impact of nationalization of POEs under mixed ownership

reform on the profitability of POEs. Like Chapter 3, this study also uses the DiD method and




data from POEs listed on China's A-shares from 2011 to 2020. The difference is that this study
treats POEs that have received state capital (i.e., partial nationalization) as the treatment group
(MixedPOEs) and POEs that have not received state capital as the control group. ROA and ROE
represent the profitability of enterprises. The results show that the profitability of nationalized
POEs has declined significantly. The mechanism of the decline includes four channels: the
establishment of party branches in POEs, the decline in the proportion of production personnel,
the increase in tax burden and the relaxation of financial constraints. The impact of the
nationalization of POEs also shows heterogeneity. The profitability of enterprises in regions
with a low degree of marketization and non-eastern regions has declined more significantly.

Chapter 5 examines the relative profitability of two types of reformed enterprises
(MixedSOEs and MixedPOEs) and their reform objects (SOEs and POEs) under the mixed
ownership reform. Using data from China's A-share listed companies from 2011 to 2020, this
paper divided the samples into POEs, MixedPOEs, SOEs, and MixedSOEs. The study found
that, on average, POEs have the highest profitability, followed by MixedPOEs, and then
MixedSOEs, while SOEs have the lowest profitability. Among enterprises that have
implemented mixed ownership reform, the higher the proportion of state-owned shares, the
lower the profitability, and the higher the proportion of private shares, the higher the
profitability. To further confirm this research result, this study also uses data from the China
Industrial Enterprise Database for analysis, and found that SOEs, have the lowest profitability,
MixedSOEs and MixedSOEs are in the middle, and POEs have the highest profitability.

The above results show that even when the government controls more resources and the
policy environment is more unfavorable to POEs, the institutional advantages of POEs still
exist. The privatization of SOEs is still an important driving force for the development of

Chinese enterprises and the Chinese economy.
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