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Transferring State Capital to Social Security Funds and
the Investment Efficiency of State-Owned Enterprises

XIAO Zhichao', MA Xinxiao®, ZHANG Xiao'

(1. School of Accountancy, Shandong University of Finance and Economics, Jinan 250014, China;

2. College of Management, Ocean University of China, Qingdao 266000, China)

Summary: The transfer of state capital to social security funds converts the fruits of state-owned economic development
into a sustainable funding source for social security. As an institutional innovation bridging the two systems of social
security and state capital regulation, the central proposition post-transfer lies in whether this process can simultaneously
improve the efficiency of state capital, achieving the organic unity of sustainable pension development and the preservation
and appreciation of state assets. While prior research has focused on the macro-level effects of this transfer policy, scant
attention has been paid to its micro-level governance mechanisms and subsequent economic consequences at the firm level.

This study investigates the impact of transferring state capital to social security funds on the investment decisions of
local state-owned enterprises (SOEs). Leveraging a staggered pilot implementation across Chinese provincial-level regions
from 2011 to 2023 as a quasi-natural experiment, this study finds that the policy significantly enhances SOE investment
efficiency. Mechanism tests reveal that this effect operates through clarifying government-enterprise relations, optimizing
internal governance, and increasing dividend payouts. Examining policy implementation heterogeneity, this study finds that
the post-transfer equity management entity exhibits three types (provincial social security funds, finance bureaus, and
state-owned assets supervision and administration commissions) with governance effects diminishing in that order.
Moreover, the governance effect is substantially stronger when the undertaking entity directly appoints directors and
executives rather than merely exercising voting rights at shareholder meetings. Cross-sectional analyses show that the
policy’s benefits are more pronounced in SOEs with stronger performance and growth prospects, as well as in regions facing
greater pension funding pressure.

This study makes two primary contributions. On one hand, by examining the micro-level governance effects of the
transfer policy and highlighting the critical role of post-transfer governance heterogeneity, this study extends the research
perspective on the economic consequences of transferring state capital to social security funds. On the other hand, from the
vantage point of state equity reallocation, our findings demonstrate that this policy enhances state capital efficiency by
introducing heterogeneous state shareholders while maintaining ultimate state control, offering a novel pathway for
improving state asset efficiency.

These findings underscore that activating the governance function of the undertaking entity and reconciling its
objectives with those of state asset regulators are crucial for realizing the dual goals of sustainable pension funds and state
capital appreciation.

Key words: state-owned enterprise reform; transferring state capital to social security funds; investment efficiency
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