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The study on the classification reform of state-owned
enterprises in china

XIA DONGXIAO

Department of Economics, The Graduate School,
Pukyong National University

Abstract

The reform and-openness. policy started since the thirdplenary session of
the 11th Communist Party Central Committee held in Dec. 1978. In this study,
the reforms /in these 35 .years after the enactment of this, policy were
explained. According to the policies proposed in the third plenany session of
the 18th central committee of the communist party, the reform of state-owned
enterprises in the ' future should maintain its direction of scientification,
democratization and institutionalization. Great efforts should be’ made in the
establishment of. operation system for the scientific - classification, reasonable
distribution,  high. efficient. - service = and - _separate - management and
implementation.

In order to achieve these goals, Chinese economists proposed their own
perspectives. There are two purposes in this study. First of all, with the
economists’ explanation of the state-owned enterprises classification method, the
conditions of Shanghai and Guangdong where the method of classification was
implemented were estimated. Secondly, the choice of classification method of
the state-owned enterprises in other local governments was discussed.

The research results can be summarized as follows. The parent companies of
state-owned enterprises should realize the diversification of stockholder’s rights
and mixed ownership. With the acceptance of private capitals in state-owned

enterprises, the advantages of both can be combined together. There is a

_Vi_



typical case in which the southern cement developed its advantages and
improved its shortcomings. Private enterprises have their advantage in the
flexibility of system, while they have disadvantage in the management. If these
enterprises are to be reorganized, they can foster their advantages and
complement their disadvantages. The private enterprises can take over the
state-owned enterprises which are in poor financial status, merged and
reorganized them so as to provide a bigger market. According to the statistics
of the Supreme Court, among the enterprises in bankrupt crisis, only 5% of
them go through the procedure of bankruptcy or mergers and acquisitions,
while 95% of them are not going through any of them. The state-owned
enterprises which are afflicted with serious damage-should escape from that

situation or become-privatized completely through reorganization.

Key-words : Reform of state-owned enterprises; Classification reform, Shanghai
the method of classification, Guangdong the method of classification
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