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China’s Reform of State-Owned Enterprises and
the Change of Their Employment Adjustment:
A Bayesian Estimation of State Space Models

HASHIGUCHI Yoshihiro"

Abstract

After the start of China’s reform and opening up policy in 1978, Chinese economy
has experienced rapid growth. The growth, however, has depended mainly on non
state-owned enterprisesl] SOEs[] and China’s SOEs have been operating at a loss and
suffered from a redundant labor problem. Although the reform of SOEs should have
been put in the central to China’s reform and opening up policy, it could not produce a
desired result.

Despite the fact that the reform of SOEs has been carried out since 1978, why did
SOEs’ redundant labor increase? Did the reform actually have an effect on their over
manning problem? In this paper, we focused on the speed of SOEs’ employment
adjustment for the redundant labor, and attempted to statistically verify whether the
SOEs’ reform contributed toward the speed up of the employment adjustment. As
the statistical methods for our analysis, a state space model was constructed to allow
the employment adjustment parameter to be time-varying, and it was estimated with
the Bayesian method using long-term time series datal] 19530 20010 of China’s SOEs.
The Bayesian posterior distribution was approximated by Markov Chain Monte Carlo
methods. We also made the statistical test, which was proposed by de Jong and Penzer

0 1998[] for the changes of the parameters.
According to our empirical results, the speed of employment adjustment did not

change significantly except for the period of the 1st five-year plan] 195300 570 It

0 O Researcher, Graduate School of Economics, Kobe University.
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seems that the SOEs’ reform did not have the effect of accelerating the employment

adjustment, and thereby their redundant labor did not decreased.
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