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Foreword

Foreword

Liu Ji
Executive President of CEIBS

SOE reform is one the hardest parts of China’s socialist reform.
Although the socialist market economic system has been
established, it will not be a fully established one unless SOE reform
succeeds. Since SOE reform remains an important and urgent issue
of China’s reform, CEIBS sponsored this International Seminar on
Public Enterprises in May 2002. Spain used to have many SOEs and
Spain used to be a backward country in Europe. After the reform,
Spain has become a developed country with the highest growth rate
in Europe. Many Spanish enterprises have become global players of
international caliber. As the old Chinese saying goes: “There are
other hills whose stones may serve to polish the jade. ( Examples by
others may help one overcome one’s shortcomings. )" The Spanish
experience warranted attention of the Chinese. This seminar was a
very successful one because speakers from both countries were top-
notch experts and practitioners of SOE reform. Standing high and

seeing far ahead, they base their views on solid research. I believe
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SOE Reform

that to compile their speeches into these proceedings is something of
significant value, which will be welcomed by scholars, officials,
executives and entrepreneurs dedicated to SOE reform.

Of course, the national conditions of the two countries are so
different that the Spanish experience cannot be indiscriminately
copied. Even the understanding of the same term in the two
countries may differ considerably. For example, only after many
visits to Europe and America and many discussions with various
experts have I fully understood the meaning of the word
“ privatization” that is so widely used in Western countries. In the
Western context, “private ownership” is a term in its broad sense
and refers to non-state ownership, which may include individual/
family ownership, public corporation ownership, community
ownership, employee joint-stock ownership, fund ownership, etc.
Therefore, privatization is the transition from government
ownership, or state ownership, to private ownership. In China and
according to Marxism viewpoint, however, “private ownership” is a
term in its narrow sense and refers to sole proprietor ( individual/
family ownership ) and partnership ( ownership by a group of
individuals/families ) that employs wage labor while state
ownership, or all people ownership, refers to ownership by
governments at different levels. Between the two extremes exist
different forms of public ownership such as collective ownership

which encompasses public corporation ownership, community
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ownership, employee joint-stock ownership, etc. Hence, although
the private sector has grown to a size of occupying one third of the
economy since the beginning of reform and opening-up, the official
policy will continue to be “ devéloping the private sector” but
opposing “ privatization” because of its narrow denotation that
everything is owned by individuals/families. China will continue to
uphold and revitalize SOEs and to promote different forms of public
ownership, and the two combined is the policy of “maintaining
public ownership as the main component of the economy. ” This is
exactly the guiding principle of two “never wavering” set forth at
the 16" National Congress of the Communist Party of China.

Now the crucial problem is whether China’s SOEs can be
revitalized through reform. My personal view is that the existence of
SOEs has its huge value and SOEs can operate efficiently, which
has been proven by examples of many successful SOEs in China and
abroad. The crux of the matter is that real reform has to start with
separation of enterprises from governments. In 1997, I wrote a long
article titled “ The First Is Separation of Enterprises from
Governments, the Second Is Separation of Enterprises from
Governments, and the Third Is Separation of Enterprises from
Governments” on Economic Daily and that article had a widespread
impact on the society. The use of the phrase * separation of
enterprises from governments” three times in the title highlighted my

belief that the key issue in SOE reform was “ separation of
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enterprises from governments. ” “ Separation of enterprises from
governments” is a necessary precondition to revitalize SOEs. I was
then quite sure that although * separation of enterprises from
governments” alone would not solve all problems of SOEs, no
problem would be solved without *separation of enterprises from
governments. " The fact that more and more SOEs are facing more
and more and more severe difficulties has proven that my “radical
opinion” was unfortunately right. If I write another article about
SOE reform, the title must be “The Fourth Is Still Separation of

y

Enterprises from Governments. ” If SOEs are not effectively
separated from governments, then, admitted or not, they are
doomed to gradual demise. Who should be responsible for those
failed SOEs? Not the private sector, but those who obstinately cling
to the mentality of the planned economy and are unwilling to
separate enterprises from governments for fear of losing power and
benefit, and those who have been against this great socialist reform
since the very beginning and whose idea of “ maintaining state
ownership as the main component of the economy” is to return to the
old days of the planned economy. It is those people who have been
holding back the reform of SOEs and it seems that they will not give
up unti] all SOEs are failed.

History will deliver a fair judgment.
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On 10 May 2002, more than 200 scholars and practitioners
with expertise and experience in the reform of state-owned enterpri-
ses (SOEs) gathered together at the China Europe International Bus-
iness School (CEIBS) in Shanghai under the patronage of the Span-
ish Agency for International Cooperation (AECI). These profession-
als came from China and from Spain to exchange information and
discuss theoretical research and practical experience at the
CEIBS-sponsored International Seminar on Public Enterprises.

Reform of SOEs is a process of historical and current signifi-
cance: it has been and is being experienced in many countries.
Within China, the necessity of reform—at least for competitive in-
dustries—has been commonly agreed. However, it is known that the
outcome of reform has varied significantly among countries that have
completed their reform although their basic starting points were es-
sentially the same. Discrepancies lie not only in the economic and
social costs of the reform process, but also in the resulting efficien-
cies of new systems. This suggests that the design and implementa-
tion of the reform process may greatly affect the short- and long-term
achievements of SOE reform. Therefore, in-depth theoretical explo-

ration and experimentation with the design and implementation of
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the reform process would likely be of considerable value.

Among members of the European Union, Spain has a surprising
similarity to China in a number of aspects. Spain also has experi-
enced a successful outcome in the reform of its SOEs, beginning in
1985. With this thought in mind, CEIBS brought together veterans
from Spain’s SOE reform process and current thinkers about the path
ahead for SOE reform in China. On the one hand, the Spanish ex-
perience could provide guidelines and advice on the design and im-
plementation of the reform process in China — in essence, the op-
portunity to learn from the successes and failures of this earlier en-
deavor. On the other hand, Spanish colleagues could take the op-
portunity to learn more about an aspect of China with which they
have experience. The entire group could reflect on both similarities
and differences between the two situations in order to help inform
the development of unique strategies that could contribute to suc-
cessful SOE reform in China.

CEIBS is a unique joint venture between the Chinese Govern-
ment and the European Union, with a mission to contribute to the
continuing development of China while providing a window on China
for our European partner. This International Seminar on Public En-
terprises exactly contributes to the School's mission, as does this re-
cord of the Seminar. Within China, reform of the SOEs is but a part
of a larger economic system reform which continues. Learning from

others’ experiences while continuing profound theoretical develop-
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ment can only enhance the quality of the resulting process and its
outcome.

This International Seminar was opened with Professor Liu Ji,
Executive President of CEIBS, welcoming all speakers, participants
and guests to this unique gathering. Dr. Albert Bennett, President
of CEIBS, provided closing remarks. Professor Zhang Weijiong,
Associate Dean of CEIBS, and Dr. Juan Antonio Fernandez, Assis-
tant Professor, chaired the sessions.

These Proceedings contain all nine speeches delivered at the
Seminar. These remarks have been modestly edited, keeping each
speaker’s point of view intact—including what might not be beyond
dispute—in the spirit of “letting a hundred schools of thought con-
tend” in academic exchanges. The speakers bring a wide experience
to the subject, and offer a broad range of approaches-from the theo-
retical to the deeply préctical. As a whole, their remarks provide a
glimpse into the nature and extent of the issues, as well as clues to

help lead towards another successful reform.

Dr. Linda G. Sprague, FDSI, FIOM

CEIBS Professor of Manufacturing and

Operations Management

Dr. Wang Jianmao

CEIBS Professor of Economics and Director of the CEIBS

Case Development Center
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