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B The Chinese Communist Party (CCP or the “Party”) is currently strengthening the presence and powers of internal
Party organizations located within Chinese companies to ensure greater oversight and influence over China’s

commercial sector.

M In addition, as part of what it calls the “modern enterprise system with Chinese characteristics,”* the CCP is requiring
that companies codify a role for these Party organizations in their corporate charters.

B These new developments challenge traditional understandings of corporate autonomy, and by extension, how
Chinese companies should be treated under existing international trade agreements and by the regulatory and
investment review bodies of foreign governments. Because the CCP might well attempt to extend this push
into foreign private companies operating in China, these new actions pose a very real threat to the operational

independence of foreign-invested enterprises (FIEs).

B To formulate an effective response, companies and governments in market economies should increase their
understanding of how the CCP operates at the grassroots level and work to ensure greater transparency and
understanding of the overall level of Party influence within specific firms. To further this transparency, U.S.
policymakers could consider requiring securities issuers in the United States to provide enhanced corporate
disclosures relating to CCP activities within their firms. The U.S. government should also consider reviving open-
source data collection initiatives to publish and translate key CCP regulations and Party documents in order to
increase understanding and spur further analysis of the Party system.

INTRODUCTION

The CCP is advancing a new model of corporate governance
that seeks to insert the Party directly into certain corporate
decisions and increase its overall supervision of the domestic
economy. This move marks a significant step-change from the
Party’s previous presence within domestic companies, which
was more ad hoc and uncoordinated. The new approach
provides the CCP with a more opaque mechanism for
communicating official directives to commercial enterprises,
strengthens its potential influence over company operations,
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and threatens the security of confidential business
information. Because Chinese firms operate globally—
including within the United States and other advanced
economies—the implications from this development are of
great importance to the international trading and investment
system, which is largely predicated on clear demarcations
between “public” and “private.”

This push to increase the authority of the Party within
companies is occurring on two tracks. First, the Party is
strengthening the role of internal Party organizations
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(% 4H4H) established within companies. Although required
since the 1993 PRC Company Law,? these internal Party cells
were relatively weak for many years and predominantly
concerned with Party organizational issues such as
education and recruitment.® Since 2012, however, the Party
has increased their presence in private companies and state-
owned enterprises (SOEs), with media reports suggesting
they are exercising a growing influence on management.*

Second, the CCP is promoting the “modern enterprise system
with Chinese characteristics” (FE4FEIL B FIE), a new
form of corporate governance that calls for inserting certain
“Party building” provisions directly into corporate charters,’
Although the specific amendments vary by company, in
many SOEs—and even some private companies—these “party
building” provisions include giving the company’s internal
Party organization a voice in management decisions® and
ensuring that key personnel of the Party organization also
serve in management or board positions.” Already required
for SOEs, the CCP has recently begun to extend this system to
private enterprises.®

As the United States and other market economies assess the
independence of Chinese companies from the Party-state,
they must confront the varying and ever-evolving means

by which Beijing influences key actors within companies

and across society at large. This influence often comes not
just from government laws requiring corporate or individual
compliance with national security requests, but also from

the formal and informal workings of firms’ internal Party
organizations—and, in certain companies, from the overlap of
key Party organization members with corporate management
and the board of directors.

For example, in April 2018 a website run by the CCP
Organization Department released an article about the
Chinese internet giant Tencent, heralding the significant
overlap between the company’s Party organization and its
management. According to the article, Tencent’s information
security management team, which also handles “public
opinion guidance,” is led by a deputy secretary of the firm’s
internal Party organization, and 80 percent of the team are
Party members.’ The article also states that eleven members
of the Tencent Party organization are company executives or
heads of major business departments.'® This overlap between
the Party organization and firm management suggests

a deeper and more surreptitious influence on company
operations than is commonly assumed,** particularly as Xi
Jinping has made clear that all Party members should “keep in
mind that their first identity is as a Party member, and their
first duty is to work for the Party."*?

As the United States and other market
economies assess the independence
of Chinese companies from the Party-
state, they must confront the varying
and ever-evolving means by which
Beijing influences key actors within
companies and across society at large.

THE ROLE OF PARTY ORGANIZATIONS
WITHIN COMMERCIAL ENTERPRISES
Under the 1993 PRC Company Law, all firms with three
or more Party members are required to establish a Party
organization.®® Yet for nearly two decades following

this law’s passage, this requirement was only lightly
enforced.™ In 2012, the CCP released a measure calling
Party organizations the CCP’s “fighting bastion” within
enterprises and setting out twenty specific provisions for
strengthening their presence and their coverage in the
private economy.® This push appears to have worked: in
2018, the Organization Department reported that 73.1
percent of private companies had established a Party
organization, up from 58.4 percent in 2013.%® That same
year, the CCP Central Committee issued a decision calling
on the Party to further “accelerate” the establishment of
Party organizations in private companies to ensure that
“Party organizations are in place anywhere the work of the
Party extends.”"

What is this Party work? As set out in the CCP
Constitution, Party organizations in private enterprises
are instructed to implement the Party’s principles and
policies within the enterprise, promote the overall
development of the enterprise, and ensure that the
enterprise closely follows state laws and regulations.'® In
addition to these general requirements, in 2018 the CCP
Central Committee promulgated a regulation defining

the work of Party branches (%32 &l), which are the basic
unit of the Party organization (see Table 1). Although

this regulation covers Party branches in all non-Party
organizations—including SOEs and government agencies—
it also contains two provisions specifically targeting their
work in private enterprises.' The first of these (Art. 10)
largely restates the requirements of the CCP Constitution,
adding an additional line about “building an advanced
enterprise culture.”” The second (Art. 24) deals with
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personnel issues and calls for a private company’s Party
branch to “generally” select their Party secretary from

the management ranks of the business and to focus

on ensuring this person is from the “backbone” of the
business.?! This general push to ensure overlap with
company management is also evident in the case of SOEs,
as will be discussed below.

The Party’s general promotion of Party organizations

in the private sector has sparked its share of foreign
complaints. In late 2017, two European trade groups
began to push back against efforts by their SOE joint
venture partners to write the internal Party organization
into the company charter.?? In May 2018, the US-China
Business Council noted that certain SOE joint venture
companies had asked some of their foreign partners

to “alter their articles of association to support Party
groups within the joint venture, even going so far as to
request that they be amended to allow critical matters
to be approved by the party organization before they
are presented to the board.”?® A 2018 analysis of the
Party-state’s role in the domestic Chinese economy
prepared by the European Commission notes that Party
organizations in both SOEs and private companies “can
potentially wield significant influence, and allow for
the CCP to directly influence the business decisions of
individual companies.”*

Table 1: Types of Party Organizations (%.¢H23)%

Party-group Like Party Committee
RAMRINEE

Leading Party Members Group %28

Party General Bra
2/ RHEX

Party General Branch 7/ /2 3 25

Party Branch Committee XX #fER S

For SOEs, the role of the Party is better defined thanks to
two recent regulations targeting the work of internal Party
organizations in SOEs.

The first of these regulations defines the work of “leading
Party members groups” (%4H), a specific type of Party
organization that serves as a “leadership core” within
non-Party organizations.? In the commercial sector, these
groups are usually found within the central state-owned
enterprises (SOEs), but they may technically be established
in any non-Party organization.”’

While certain elements of the work of leading Party
members groups were touched upon in previous CCP
regulations, until 2015, the Party lacked a comprehensive
regulation addressing these groups and setting out their
main roles and responsibilities.?® In 2015, the CCP Central
Committee passed the “Regulations on the Work of CCP
Leading Party Members Groups” (later amended in 2019),%
which requires these groups to:

+ “Generally” ensure that their members have positions
on the corporate board and in senior management—a
system the Party calls “two-entry and cross-
appointment” (@ N, X X(EER).*

+ Discuss and decide on certain “major issues” of the
enterprise, including the implementation of higher-level
CCP orders, as well as “business development strategies”
and significant company investments.3!

Party organizations set up in certain state agencies (such as the Ministry of Foreign
Affairs or the Ministry of Public Security), supervisory organs (SASAC, PBOC) and in
all centrally owned financial enterprises. Though called “Party Committees,” they
function in practice as a leading Party members group.

A specific type of Party organization charged with acting as a “leadership core” for

a range of non-Party organizations including central and local state agencies, social
and cultural organizations, and enterprises. In enterprises, they are typically found in
the central SOEs.

A type of grassroots Party organization that exists where 100 or more Party mem-
bers are present in an organization or where a higher-level Party organization has
approved its establishment. A grassroots Party committee may establish and oversee
the work of smaller Party general branches or Party branches under it.

The committee that serves as the leadership core of a Party general branch.

A type of grassroots Party organization that exists where there are 50-100 Party
members in an organization or where a higher-level Party organization has approved
its establishment.

A committee formed to handle the leadership duties of the Party branch in any orga-
nization where there are 7 or more Party members.

. The basic unit of grassroots Party organizations, established when there are 3-50
Party Branch 55250 Party members in an organization.

CSIS BRIEFS | WWW.CSIS.ORG | 3



+ Supervise and promote “the timely and full implementation
of leading Party members group’s decisions by the
leadership team of the work unit [i.e., company] in
accordance with laws and the [company] charter”*?

Although these requirements are only binding on leading
Party member groups (5 4H), in January 2020 the CCP
Central Committee issued a second regulation targeting
the work of SOE Party organizations (%#045) and calling
for these organizations to exercise similar personnel and
decision-making powers within all SOEs.*?

As CCP regulations issued under the CCP Constitution, both
of these measures exist in a separate legal sphere outside
the state legal system set up under the PRC Constitution.3*
While CCP regulations are binding on Party members and
organizations, they are not binding on non-Party entities
such as a commercial enterprise—which could explain the
use of “generally” in the first bullet point and the “company
charter” reference in the third, providing some leeway in
interpretation. This poses an issue for the CCP, as more
independently inclined companies may decide to push
back against attempts to increase Party influence over their
operations—given that they are, technically speaking, not
legally required to accept such influence under the state
legal system. To avoid this result, the Party is now pushing
for legal codification of these CCP requirements within
corporate charters. Because corporate charters are legally
binding on the companies themselves, acceptance of such
a proposal by Chinese enterprises would essentially legalize
the Party requirements under state law.3

BUILDING THE MODERN ENTERPRISE SYS-
TEM WITH CHINESE CHARACTERISTICS

The campaign to formalize the role of Party organizations
in corporate governance was first focused on SOEs, with
the goal of building the “modern state-owned enterprise
system with Chinese characteristics” (PE4$@IMAEB T
AV E).3 In 2016, Xi Jinping stated that:

The “characteristic” feature [“43”] of the system

of modern state-owned enterprises with Chinese
characteristics [“FPE4FE”] is that it integrates

the leadership of the Party into all aspects of
corporate governance, embeds the enterprise’s Party
organization [ 2H%7] in the corporate governance
structure, and clarifies and implements the legal
status of the Party organization in the corporate
governance structure.’’

As the CCP promoted this system, numerous government
and CCP measures were issued requiring various types
of SOEs to codify an operational role for their internal
Party organizations in their corporate charters.*® In 2017,
the State-owned Assets and Supervision Commission
(SASAC)—China’s chief SOE regulator and ultimate
shareholder—announced that the country’s 100 largest
SOEs had all formally amended their charters to give the
Party group a role in corporate governance and that the
head of the company’s Party group also served as board
chairman in 74 SASAC-regulated companies.*® In January
2020, specific regulations for SOE Party organizations
were released, reiterating that all SOEs must write

the Party organization into their corporate charters in
order to “implement [$&5E] the legal status of the Party
organization in the company’s governance structure.”*

These requirements now appear to be extending to
private companies. Over the last year, references to the
“modern state-owned enterprise system with Chinese
characteristics” have diminished in official discourse,
with state officials and Party documents now preferring
the term “modern enterprise system with Chinese
characteristics.”#! This omission of the “state-owned”
modifier suggests an expansion of the term beyond its
original confines.

This reading is further confirmed by what appears to be
the first application of the term to private companies. In
September 2020, the CCP issued a regulation directing
its United Front Work Departments (UFWDs) to “guide”
private enterprises to “improve their corporate governance
structure and explore the establishment of a modern
enterprise system with Chinese characteristics.”** Shortly
after, the vice-chairman of the All-China Federation

of Industry and Commerce—an enterprise-focused
organization under the UFWD—gave a speech in which
he called for internal Party organizations to clarify their
role in the corporate governance structure of private
companies, in order to build the “modern enterprise
system with Chinese characteristics.”*

EXAMPLES OF PARTY ORGANIZATION IN-
FLUENCE IN COMMERCIAL ENTERPRISES
Because of the UFWD measure’s recent issuance,

there have so far been few media reports about its
implementation. However, the measure appears to
continue a trend of greater Party-corporate integration that
has been occurring for the last few years and which has
been widely reported on by Chinese media.
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For example, a 2018 People’s Daily article extolling the
benefits of “red [i.e., CCP] productivity” notes that in

a Samsung subsidiary the “seven Chinese executives

of the company are all Party members and 74 percent
of middle managers and above are Party members.”**
Another 2018 article on Nissan’s automotive joint
venture Dongfeng Motor Co. notes that their Party
organization has been written into the enterprise
charter, with members of the Party organization playing
arole in human resources decisions.*

A March 2018 article entitled “Our Country’s Internet
Industry is in the Midst of a ‘Party Building Wave””
provides further macro-level insight into Party-building
within the technology sector, highlighting then-recent
efforts to form Party organizations in major Chinese
internet companies. The article reports that in Sina
Weibo a nine-member “public opinion research and
judgment team” has been formed, consisting of five
Party members and three applicant Party members,
which holds weekly meetings to “timely detect and deal
with negative public opinion” emanating from Sina’s 361
million average monthly users.*

Other news reports highlight the influence of Party
organizations on management decisions. A commentary
piece on Guancha.cn, one of China’s largest news and
opinion websites, notes that Mercedes-Benz established
a Party organization in its local joint venture in 2013.
According to the author, “the secretary of the Party
organization participates in the company’s economic
management meetings through the entire process and
has full authority to participate in the company’s major
decision making.”¥’ Likewise, an August 2018 article in
Zhejiang Daily notes that 39 listed companies in Taizhou
had amended their articles of association to integrate the
Party organization, including to ensure that the “Party
organization participates in the decision-making of major
issues within the enterprise.”*

While it is unclear how representative these reports are,
they underscore that the policy aims described are more
than just aspirational goals held by the Party—they are
being implemented across society and popularized in
official sources, as both a distinctive feature and a strength
of the Chinese system.*

CONCLUSIONS AND ADVICE

FOR POLICYMAKERS

A commentary posted on the Party’s Qiushi (Seeking
Truth) website has labeled this new system a “major

innovation,” predicated on unique Chinese characteristics
and benefitting enterprise development.>® But for the rest
of the world, the prospect of a major national government
exercising informal and formal control over its domestic
companies (potentially including FIEs) raises legitimate
concerns. Such actions not only blur traditional
distinctions surrounding the independence of corporate
actors but also provide a surreptitious means for the
Party-state to make implicit and unofficial requests

of private companies, be it through the internal Party
organization or through the Party members employed

by the company. This design also raises questions over
whether a Party member’s “first duty” to work for the
Party would require their compliance should a higher-
level Party authority request that they carry out a given
task within their company.

Such actions not only blur traditional
distinctions surrounding the
independence of corporate actors but
also provide a surreptitious means

for the Party-state to make implicit
and unofficial requests of private
companies, be it through the internal
Party organization or through the Party
members employed by the company.

To better respond to these efforts, policymakers should:

+ Understand that the mere presence of an internal
Party organization does not necessarily represent
outright control by the CCP, but that it does represent
the potential encroachment of politics on corporate
decision-making. While one might think that the
CCP seeks to control or approve all decisions made
within China, in fact the Party’s conception of the
“socialist market economy” includes a significant
degree of market-oriented reforms and managerial
independence.>! This independence is cabined,
however, by the presence and power of the internal
Party organization, which reserves the right to pressure
decisions in line with CCP interests at any time. Thus,
any assessment of the level of a Party organization’s
influence on management must be determined on
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a case-by-case basis based on existing evidence and in FIEs must be met with a strong response from
logical inferences. foreign governments, industry trade groups, and the
companies themselves. In 2017, a consistent response
from individual companies and foreign trade groups
successfully pushed back against increasing efforts by
Chinese SOEs to require their foreign joint venture
partners to amend their articles of association to
insert the Party in corporate governance.>* In 2018,

a coordinated response to Chinese efforts to force
global airlines to include Taiwan as a PRC territory
fell apart when collective action on behalf of the
airlines collapsed.® These examples illustrate both
the importance of a united approach in responding to
Chinese state overreach and the practical limitations
of such cooperation where individual interests

differ. Greater awareness and illustration of the costs
(reputational or otherwise) of continuously ceding
operational autonomy to the CCP, particularly in
strategic sectors, might help generate the will to
coordinate efforts on industry pushback. m

« Increase tracking and analysis of CCP regulations and
other key policy documents. The strengthening of the
CCP’s role in society under Xi Jinping has resulted in a
rise in the number and importance of CCP regulations
(% A3E#). The Xi Jinping administration strengthening
the CCP’s role in society has resulted in a rise in the
number and importance of CCP regulations. Often
overlooked, better analysis of these regulations would
help contribute to a more sophisticated understanding
of how the CCP operates at every level of Chinese state
and society. In particular, the U.S. government should
consider resurrecting opensource.gov, or establishing a
similar website, to provide increased availability and
access to important and newly issued CCP and PRC
regulations in their original language and, ideally, in
English translation. Greater access to such documents
would increase understanding of the Chinese system at
the federal level and, if made available to the public, help
increase the quality and depth of third-party research
and analysis. Scott Livingston is a former fellow for the Freeman Chair in

China Studies at the Center for Strategic and International

« Increase transparency and understanding of Party
Studies in Washington, D.C.

organization work. Policymakers should consider
increasing public disclosures on Party organization This brief'is made possible by general support to CSIS. No direct
activity within major Chinese companies listed on U.S. sponsorship contributed to this brief.

equity markets or involved with inbound investment

funds. For such investments, greater understanding of

how these Party organizations function could contribute

to more directed information discovery in the course

of the CFIUS review process. For example, this could

include requiring detailed information on the Party

membership of key executives and board members, a

list of the members of the company’s internal Party

organization, and disclosure of any reference to the Party

organization or the CCP in the company’s articles of

association (or its parent company’s).>

« Increase public and private efforts to defend against
CCP influence in FIE operations. Efforts to increase
the formal or informal role of Party organizations

CSIS BRIEFS are produced by the Center for Strategic and International Studies (CSIS), a private, tax-exempt institution
focusing on international public policy issues. Its research is nonpartisan and nonproprietary. CSIS does not take specific
policy positions. Accordingly, all views, positions, and conclusions expressed in this publication should be understood to
be solely those of the author(s). © 2021 by the Center for Strategic and International Studies. All rights reserved.
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ARTI1535321642505383.shtml.

The directive in Chinese is “HNIRFEFELR AL AL FET
RERARNM, HEIRNIEHRIIME, ROBLRMEZZIN
E2” CCP Central Committee, “Decision of the Central Committee of
the Chinese Communist Party on Deepening the Reform of Party and
State Institutions” Sec. 3.2 [(AHARX TR ZHERNADLEANR
7E], February 28, 2018.

In the CCP Constitution and CCP regulations, private enterprises are
usually referred to as “non-public economic organizations” [IEAH
H425554H47]. “Constitution of the Chinese Communist Party,” CCP
Central Commlttee, Art. 33 [FREH % EF2], issued September 6,
1982 and last amended October 24, 2017 [hereinafter “CCP Consti-
tution”]. Technically the CCP Constitution is the CCP “Charter” (£
#2), but it is regularly translated as “constitution” in both official and
unofficial sources. Chapter 5 deals with so-called “primary-level” or
“grassroots” level Party organizations (EE % 4H43), which include
those Party organizations formed within enterprises.

Although there is no central-level CCP regulation specifically target-
ing private enterprise Party groups, local-level Party committees (i.e.,
the Party government at the local level) have issued various guide-
lines promoting Party building work in the sector. For a discussion of
efforts in Anhui province see Xiaojun Yan and Jie Huang, “Navigating
Unknown Waters: The Chinese Communist Party’s New Presence in
the Private Sector,” China Review 17, No.2 (2017): 37-63.

“Regulations on the Work of the Party Branches of the Chinese Com-
munist Party (for Trial Implementation),” CCP Central Committee,
Art. 10(5) [PEIHE=RZEIMITIESEI (3€17) 1, October 28, 2018,
http://politics.people.corn.cn/nl/ZOl8/1126/c1001-30420219.htrnL
(Hereinafter “Party Branch Work Regulations.”)

Ibid., Art. 24.

The European Chamber of Commerce in China, “Chamber Stance on
the Governance of Joint Ventures and the Role of Party Organiza-
tions,” Press release, November 3, 2017, https://www.europeancham-
ber.com.cn/en/press-releases/2583/chamber_stance_on_the_gov-
ernance_of joint_ventures_and_the_role_of party_organisations;
Delegations of German Industry of Commerce, “Increasing Business
Challenges - Delegations of German Industry and Commerce in
China Concerned About Growing Influence of Chinese Communist
Party on Foreign Business Operations,” November 24, 2017. (Original
document no longer available but cited in other reports. See, for ex-
ample, “China’s Trade-Disruptive Economic Model: Communication
from the United States, World Trade Organization, https://docs.wto.
org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?1d=246786&Box-
Number=3&DocumentPartNumber=1&Language=E&HasEnglishRe-
cord=True&HasFrenchRecord=True&HasSpanishRecord=True&Win-
dow=L&PreviewContext=DP&FullTextHash=371857150; Daniel H.
Rosen, Wendy Leutert, and Shan Guo, Missing Link: Corporate Gover-
nance in China’s State Sector (San Francisco, CA: Asia Society, 2018),
https://rhg.com/research/missing-link-corporate-governance-in-chi-
nas-state-sector/).

US-China Business Council, "Fact Sheet: Communist Party Groups in
Foreign Companies in China,” China Business Review, May 31, 2018,
https://www.chinabusinessreview.com/fact-sheet-communist-party-
groups-in-foreign-companies-in-china/.

European Commission, On Significant Distortions in the Economy of the
People’s Republic of China for the Purposes of Trade Defence Investiga-
tions (Brussels: European Commission, 2018), https://trade.ec.euro-
pa.eu/doclib/docs/2017/december/tradoc_156474.pdf.

“Do You Know The Difference between Party Committee, Leading
Party Members Group, Party General Branch, Party Branch?” Huitong
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37

County Party Building Web [#&. ®H. BaX. HHEHIXT,
{RENEND?] via www.htxdjw.gov.cn, August 20, 2017, http://gyghxtjj.
com/dwzscontent_20386.html. See also “Regulations on the Work of
CCP Leading Party Members Groups,” CCP Central Committee, Art. 6
[FREHF 757 AE T E5451] issued June 11, 2015 and amended April 6,
2019], http://www.gov.cn/zhengce/2019-04/15/content_5383062.htm
[hereinafter “CCP Leading Party Members Groups Work Regulations].

CCP Constitution, Art. 48.

SOE Party Organization Work Regulations, Art. 4. See also CCP Lead-
ing Party Members Groups Work Regulations, Art.5.; CCP Leading
Party Members Groups Work Regulations, Art. 2 (“The leading Party
members group is a leading organization established by the Party
in...economic organizations, cultural organizations, and other
non-Party organizations.”)

For example, see “Work Regulations of the CCP Local Committees
(for trial implementation),” CCP Central Committee, Art. 5(5) [Ff

EH= A RRSTESGI(R1T)], Apr. 5, 1996 (calling on local
Party committees to support the work of leading Party member
groups in non-Party organizations in their jurisdiction); Holly Snape
and Weinan Wang, “Finding a place for the party: debunking the
‘party-state’ and rethinking the state-society relationship in China’s
one-party system,” Journal of Chinese Governance (2020),http://
eprints.gla.ac.uk/221214/.

CCP Leading Party Members Groups Work Regulations.

CCP Leading Party Members Groups Work Regulations, Art. 14. See
also SOE Party Organization Work Regulations, Art. 13; SOE Party
Organization Work Regulations, Art. 14. See also “Guiding Opinions
on Further Improving the Corporate Governance Structure of State-
owned Enterprises,” State Council, Sec. 5(3) [ESBRMAT R FH—
TREEFRWENGEBEMINIESE], April 24, 2017.

CCP Leading Party Members Groups Work Regulations, Arts. 16-17.

CCP Leading Party Members Groups Work Regulations, Art. 35. Each
individual Party group member is also required to implement these
decisions “within the scope of their duties.”

See, for example, SOE Party Organization Work Regulations, Art. 14
(calling on all SOE Party organizations to “uphold the leadership sys-
tem of “two-way entry and cross-appointment); Ibid., Art. 12, Art. 15.

For an overview of how CCP regulations fit into the state legal
structure, see Ling Li, “Rule of Law’ in a Party-State - A Conceptual
Interpretive Framework of the Constitutional Reality of China,” Asian
Journal of Law and Society 2, no.1 (January, 2015), https://ssrn.com/
abstract=2546463.

PRC Company Law, Art. 11. (“Articles of association shall be formu-
lated according to law when a company is incorporated. The articles
of association of a company shall have binding force on the compa-
ny, its shareholders, directors, supervisors and senior managers.”)

“Opinions on the Party Groups of Central Enterprises Towards
Giving Full Play to their Political Core Role in the Modern Enter-
prise System,” CCP Organization Department and SASAC Party
Committee [KFFREBAWRBEMAEWHEIE T 7D LIFK
AtzMEBBIEIL], 2013, http://webcache.googleusercontent.
com/search?q=cache:WqNaP0JdPwQJ:xtkg.hnfun.com/upload/
files/2016/6/2916352500.docx+&cd=1&hl=en&ct=clnk&gl=us&cli-
ent=firefox-b-1-d.

“Xi Jinping: Insisting on the Party’s Leadership of State-owned
Enterprises Must be Consistent,” Sohu [SJi#TF: RIFEINEEF
WSS, BA—IEZ], April 13, 2019, https://www.sohu.
com/a/307762296_364628. See also Zhou Wan Fu, “Perfect the
Modern Enterprise System with Chinese characteristics,” Seeking

CSIS BRIEFS | WWW.CSIS.ORG | 8


http://www.12371.cn/2018/08/27/ARTI1535321642505383.shtml
http://politics.people.com.cn/n1/2018/1126/c1001-30420219.html
https://www.europeanchamber.com.cn/en/press-releases/2583/chamber_stance_on_the_governance_of_joint_ventures_and_the_role_of_party_organisations
https://www.europeanchamber.com.cn/en/press-releases/2583/chamber_stance_on_the_governance_of_joint_ventures_and_the_role_of_party_organisations
https://www.europeanchamber.com.cn/en/press-releases/2583/chamber_stance_on_the_governance_of_joint_ventures_and_the_role_of_party_organisations
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?Id=246786&BoxNumber=3&DocumentPartNumber=1&Language=E&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True&Window=L&PreviewContext=DP&FullTextHash=371857150
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?Id=246786&BoxNumber=3&DocumentPartNumber=1&Language=E&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True&Window=L&PreviewContext=DP&FullTextHash=371857150
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?Id=246786&BoxNumber=3&DocumentPartNumber=1&Language=E&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True&Window=L&PreviewContext=DP&FullTextHash=371857150
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?Id=246786&BoxNumber=3&DocumentPartNumber=1&Language=E&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True&Window=L&PreviewContext=DP&FullTextHash=371857150
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-Html.aspx?Id=246786&BoxNumber=3&DocumentPartNumber=1&Language=E&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True&Window=L&PreviewContext=DP&FullTextHash=371857150
https://rhg.com/research/missing-link-corporate-governance-in-chinas-state-sector/
https://rhg.com/research/missing-link-corporate-governance-in-chinas-state-sector/
https://trade.ec.europa.eu/doclib/docs/2017/december/tradoc_156474.pdf
https://trade.ec.europa.eu/doclib/docs/2017/december/tradoc_156474.pdf
http://gyghxtjj.com/dwzscontent_20386.html
http://gyghxtjj.com/dwzscontent_20386.html
https://ssrn.com/abstract=2546463
https://ssrn.com/abstract=2546463
http://webcache.googleusercontent.com/search?q=cache:WqNaP0JdPwQJ:xtkg.hnfun.com/upload/files/2016/6/2916352500.docx+&cd=1&hl=en&ct=clnk&gl=us&client=firefox-b-1-d
http://webcache.googleusercontent.com/search?q=cache:WqNaP0JdPwQJ:xtkg.hnfun.com/upload/files/2016/6/2916352500.docx+&cd=1&hl=en&ct=clnk&gl=us&client=firefox-b-1-d
http://webcache.googleusercontent.com/search?q=cache:WqNaP0JdPwQJ:xtkg.hnfun.com/upload/files/2016/6/2916352500.docx+&cd=1&hl=en&ct=clnk&gl=us&client=firefox-b-1-d
http://webcache.googleusercontent.com/search?q=cache:WqNaP0JdPwQJ:xtkg.hnfun.com/upload/files/2016/6/2916352500.docx+&cd=1&hl=en&ct=clnk&gl=us&client=firefox-b-1-d
https://www.sohu.com/a/307762296_364628
https://www.sohu.com/a/307762296_364628

38

39

40
41

42

43

Truth [SEEFPESFEIA R FIE], December 12, 2019. (“The key to
perfecting a modern enterprise system with Chinese characteristics
is to grasp the key of combining the party’s leadership with corporate
governance, and through strengthening system construction, make
the party’s leadership and corporate governance highly unified and
organically integrated.”)

These regulations first targeted central SOEs and then expanded from
there. Regulations summarized in Guo Kejun, “Path and Mechanism
Analysis - State-owned Enterprises Party Building Work enters
the [Corporate] Charter,” Zhonglun Law Firm [E{tRZETE#HE
B— IR RNEIDHT], August 1, 2017, http://www.zhonglun.com/
Content/2017/08-01/1843041618.html.

O3

The Party organization is identified here as “%Z& (5#4H) ,” the same
term used in Art. 33 of the CCP Constitution to refer to the “lead-

ing Party members groups or Party committees” of SOEs; See Tom
Mitchell, “China’s Communist Party Seeks Company Control Before
Reform,” Financial Times, August 14, 2017, https://www.ft.com/con-
tent/31407684-8101-11e7-a4ce-15b2513cb3fT. See also Dai Guo-
cheng, “74 SOEs have already Realized that the Chairman of the Board
and the Party Secretary are the Same Shoulder and they will have full
time Party Secretaries by the End of the Year,” The Paper [ 745 R 1E
EXMESKREEZBIC—BH, FAEFFEIREIFIC], December 18,
2016, https://www.thepaper.cn/newsDetail_forward_1582539; Lin and
Milhaupt, “Party Building or Noisy Signaling?”(finding that 90 percent
of listed SOEs had amended their charters to include Party building
provisions as of December31, 2018).

SOE Party Organization Work Regulations, Art. 13.

See for instance Xinhua News Agency, “Decision of the Central
Committee of the Communist Party of China on Several Major
Issues Regarding Upholding and Perfecting the Socialist System
with Chinese Characteristics and Promoting the Modernization of
the National Governance System and Governance Capability,” CCP
Central Committee, Sec. VI.1 [(FH AR X F RiFHTEFREFELT
SENGIE HHERGEARTAEENIAAEFEKREEN
JRE]. See also “Hao Peng Accepted an Interview with the Central
Mainstream Media to Talk about the Current Development Trend of
Central Enterprises,” SASAC Website [RS8 ot I iK% 1h 1%
LRI REWRRSE].

UFWDs carry out the Party’s “united front work” at home and abroad
to “co-opt and neutralize sources of potential opposition to the pol-
icies and authority” of the CCP. Domestically, UFWDs are present at
each rung of the CCP organizational hierarchy to oversee non-Party
organizations in their jurisdiction. For an explainer focused on UF-
WDs both generally and particularly with respect to overseas work,
see Alexander Bowe, China’s Overseas United Front Work: Background
and Implications for the US (Washington, DC: U.S.-China Security
and Economic Review Commission, 2018), https://www.uscc.gov/
sites/default/files/Research/China’s%200verseas%20United%20
Front%20Work%20-%20Background%20and%20Implications%20
for%20US_final_0.pdf; “Opinions Concerning Strengthening United
Front Work in the Private Economy in the New Era,” CCP Central
Committee (K FIEEFMINKRELZL TS TIEAIE), Sepember.
15, 2020, http://www.gov.cn/zhengce/2020-09/15/content_5543685.
htm. For a translation, see Scott Livingston, The Chinese Communist
Party Targets the Private Sector (Washington, DC: CSIS, October 8,
2020), https://www.csis.org/analysis/chinese-communist-party-tar-
gets-private-sector.

For instance, a 2013 piece states that the UFWD “leads the inter-
nal leading Party member’s group of the All-China Federation of
Industry and Commerce [ACFIC] and guides the work of the ACFIC.”
In Chinese, the applicable text is “ISEE LTEBKRAE, ST
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EEAT{E” “The Main Responsibilities of the United Front Work
Department,” China United Front News Network [F 94 %2 = ZER
1, December 10, 2013; “Ye Qing: Promote the Organic Integration
of the Party’s Leadership System and Private Enterprise Governance
System,” China Business Times [H&: #HMRHNMSHEFRSRE
SRR R BEELS], September 17, 2020, http://www.acfic.org.cn/
1dzc_311/jzhld/yq/yqgzhd/202009/£20200917_245057.html.

e

Ye Xiaonan and Guo Chaokai, “Party building’ + ‘Foreign Enterprises’
releases ‘red productivity,” People’s Daily Overseas Edition, [“5Zi& +
SME FRBY 4I@4 1], January 18, 2018, http://dangjian.people.
com.cn/n1/2018/0118/c117092-29772309.html.

Wang Vi, “Leading the Party Building to Create a New Realm of
Development; Looking Back on the Party Building Work of Dongfeng
Co., Ltd.,” Dongfeng Auto News [RiZSA FRIRXEFIER: ZXE
PR %2 T {E[Ef4], September 7, 2018, http://epaper.dongfeng.net/
html/2018-09/07/content_71334.htm.

“Our Country’s Internet Industry is in the Midst of a ‘Party Building
Wave,” China Organization and Personnel News, [“E¢E BB 1l
JBE) “REEER”], March 26, 2018, http://www.xinhuanet.com/ren-
shi/2018-03/26/c_129837894.htm.

Lu Ning, “Multinational giants begin to identify with China’s
‘governing party culture,” Guancha.cn, [“BEE Bk FFAIARF
‘TH L], April 24, 2015. https://www.guancha.cn/LuN-
ing/2015_04_24_317099.shtml?web.

Ding Shan and Xu Ziyuan, “39 listed companies in Taizhou, Zhejiang
‘insert Party building into the charter,” Zhejiang Daily, [“#f5 T &M 39
K LEHAE “REANE"], Xinhuanet, August 10, 2018, http://dangji-
an.people.com.cn/n1/2018/0810/c117092-30221892.html.

For example, see “Why the Party Flag Is Waving High over Sino-for-
eign Joint Ventures: Investigative Report on the Party Building work
of the Chang’an Automotive Joint Ventures,” People’s Daily [“% 5Efa] LA
EPIIEREVEESI—RKLTAESRTWREETFEMRE],
March 16, 2015; “The establishment of a party group in the leading
organs of non-party organizations is an important organizational and
institutional arrangement made by our party based on national con-
ditions, and it fully embodies our party’s unique political, organiza-
tional, and institutional advantages.” Feng Zhou, “The essential char-
acteristics and practical requirements of the Party group system,”
Study Times [ HEHIA FHFEFSEHKE K] via www.cpcnews.cn,
May 31, 2019, http://theory.people.com.cn/n1/2019/0531/c¢40531-
31112663.html.

Zhou Wanfu, “Perfecting the Modern Enterprise System with Chi-
nese Characteristics,” Economic Daily [SeZEREFEIA A HIE]
via www.qstheory.cn December 12, 2019, http://www.gstheory.cn/
economy/2019-12/12/c_1125337145.htm.

See for instance “Opinions of the Central Committee of the Com-
munist Party of China and the State Council on Accelerating the
Improvement of the Socialist Market Economic System in the New
Era,” Central Committee of the Communist Party of China, State
Council, [“HARE SR FHHAIMNRTEL S EXTHEFE
HIBIEIL"], May 11, 2020, http://www.gov.cn/zhengce/2020-05/18/
content_5512696.htm.

The Freeman Chair in China Studies at CSIS is currently working
on a project to provide a new taxonomy of Chinese corporate types
based on their relative level of CCP influence.

A good example of this is contained in Sec(b) of the proposed
Holding Foreign Companies Accountable Act, 5.945, 116th Congress
(2019-2020), https://www.congress.gov/bill/116th-congress/sen-
ate-bill/945/text. However, Sec. 3(b)(5) of that bill could be better
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phrased to include any “reference” to the CCP rather than any “char-
ter” of the CCP, which unnecessarily constrains the requirement to
language that matches what’s found in the CCP Constitution (aka
CCP Charter).

Author interview with former industry trade group representative,
November 2020. For background see Michael Martina, “Exclusive:
In China, the Party’s Push for Influence Inside Foreign Firms Stirs
Fears,” Reuters, August 24, 2017, https://www.reuters.com/article/
us-china-congress-companies/exclusive-in-china-the-partys-push-
for-influence-inside-foreign-firms-stirs-fears-idUSKCN1B40JU.
Author interview with current industry trade group representative,
November 2020. For background see Sui-Lee Wee, “Giving into
China, U.S. Airlines Drop Taiwan (in Name at Least),” New York Times,
July 25, 2018, https://www.nytimes.com/2018/07/25/business/tai-
wan-american-airlines-china.html.
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