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Abstract: Chinese modern enterprise system underlines the separation of ownership and
management which is supposed to be a “problem” that must be solved by law according to
the classical statement now becomes a “purpose” that we strive to achieve in China. The
enigma of problem and purpose resulted from ignoring the strict differentiation between control
and management in Chinese context: in form the separation of ownership and management is
necessary to shape independent market entities; while in essence the combination of
ownership and control is vital for the growth of enterprises since it is necessary and possible for
Chinese enterprises either state-owned or privately owned ones to keep control while
separating management from ownership. Chinese Company Law however does not have a
proper response to such an enigma. Concerning the separation in form it is necessary to pay
attention to the special governance structure of limited liability companies which in most cases
would not separate the management from ownership. With regard to the combination in
essence it is important to take into account the possibility of different corporate control

arrangements arising from diversified business models.
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