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CHINA’S MAJOR STRUCTURAL REFORMS:
SPECIAL COVERAGE
Vertical Structure of State—Owned Enterprise Reform
Wang Yong 9

The global financial crisis in 2008 dampened external demand for products of China’ s
downstream industries dominated private enterprises. Consequently, demand for products and
services of the country’s upstream industries, dominated by monopolistic SOEs, also plunged,
leading to sharp declines in those State firms’ profitability. As a result, many firms had
become zombie enterprises and the proportion of zombie firms in upstream industries is higher
than that in downstream sectors. Given such a vertical structure, upstream SOEs must be
reformed as soon as possible; otherwise they would eventually choke off growth of downstream
private firms as costs of labor and land keep rising. Stagnation of downstream private sectors
would in turn hurt upstream SOEs and would slow overall growth. Policymakers should be fully
aware of the difference between the current SOE reform and that carried out in late 1990s. In
the current reform, the key is to put a competition—oriented mechanism in place, break the
administrative monopoly of SOEs, and lower the barriers for entry into upstream industries.

China’s Two-Stage Land Reform

Liu Shouying 29
Land tenure system constitutes China’s basic political and economic institution. Over the past
40 years, the evolution of China’ s unique institutional arrangement of land has propelled
China’s rapid economic growth and structural transformation. But the ensuing land—dependent
growth model has also become an important institutional impediment to the country” s further
economic transformation. As China’ s economic growth slows, its economic structural
transformation will increasingly hinge on interaction between the rural and urban areas. The
current land system must be reformed to eliminate the country’ s dependence on land for
economic growth. In Particular, China needs to catalyze economic structural transformation
through improving its land use structure. It also needs to push forward rural land reform
centered on collectively—owned land and homestead.



