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Privatization and Corporate Restructuring in China
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This paper sheds light on privatization and corporate restructuring in China. The
reform of state-owned companies in China did not exactly reform the country’s
socialism, but it rather harnessed a dynamic energy that forced state-owned companies
to privatize and corporations to restructure, eventually creating a market-based
economy in the country. Privatization in China has been a gradual process under the
“ preserve and change” approach, in which the government guaranteed the benefits of
those with vested interests in state-owned enterprises to minimize the resistance to
privatization.The businesses that once were controlled by the government and
bureaucracy have been thrown into the newly born market-based economy, and the
economic efficiency in various industries is improving rapidly as a result. The Chinese
economy is no longer led by state-owned companies, but private and semi-private
corporations are now playing the key role.For the 26 years from 1978 to 2004, China’s
GDP grew from 147.3 billion dollars to 1,649.4 billion dollars and its average annual
growth rate was 9.4%, which is over three times the growth rate of the global economy
in the same period. Privatization was indeed a major factor behind the “Chinese

Miracle.”
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