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Do state firms have too much power? A case in Hebei stirs debate
	

	


THERE are so many examples of Chinese farmers enraged by industrial polluters that Hou Youliang, a 61-year-old cancer sufferer, might have struggled to get anyone to listen to his complaints about nearby iron mines. But Mr Hou’s grievance relates to a big state-owned enterprise. In recent months, worriers about China’s increasingly muscular state sector have grown more vocal. Mr Hou’s travails have given them fresh ammunition.

Oddly it was a newspaper run by China’s official news agency, Xinhua, that broke Mr Hou’s story on October 15th. The state enterprise in question, China Minmetals Corp, is, like Xinhua, controlled by the central government. Normally Xinhua would avoid openly confronting the centre’s other bastions of power. Minmetals, clearly shocked by the breach of etiquette, summoned journalists the following day to issue a furious rebuttal of the allegation—made by the newspaper, Economic Information Daily—that two mines controlled by a Minmetals subsidiary had polluted Mr Hou’s village. 

Xinhua sent out a team to reinvestigate the story. Its findings, published on November 5th, give little credence to Minmetals. This face-off between giants, however, has been of secondary interest to the Chinese press. Far greater attention has been paid to the words quoted in the original report of an unnamed senior government official in Wuan, the city in the northern province of Hebei that oversees the affected village, Gaocun. The official reportedly said Wuan knew about Gaocun’s problems but could do nothing because the alleged offenders belonged to a central-government enterprise. 

The Wuan authorities’ claim of impotence may well be disingenuous. Local officials (whether they include Wuan city-level ones is not clear) had been trying to silence Mr Hou even before his story broke. Still, as a well-known central-government enterprise, Minmetals has become a target because it is part of what is widely seen as an over-mighty, resurgent state sector. Media reports about abuses by state-controlled and mostly state-owned enterprises are common and often larded with a newly popular, negative-sounding term guojin mintui, meaning the state advances and the private (sector) retreats. The disproportionate largesse received by state firms as a result of China’s 4 trillion yuan ($586 billion) stimulus package and a torrent of lending this year by state-owned banks has fuelled the resentment of liberal economists, whose views are widely and sympathetically quoted in the press.

Stung by the criticism, the head of the government ministry which supervises China’s centrally-owned state firms, Li Rongrong, publicly denied in August that there was a guojin mintui phenomenon. Mr Li said the state sector may have been growing, but so too had the private one. Sceptics reply that evidence of encroachment abounds. One Chinese economist was recently quoted by China Business News, a Shanghai daily, as saying China was undergoing a third wave of nationalisation: the first having occurred in the 1930s and 1940s, and the second in the 1950s under the Communists. The latter all but destroyed private business. It has recovered rapidly in the past 30 years, while the once-dominant state sector has shrivelled. Last year, on official figures, state-controlled firms accounted for 28.4% of output by larger industrial enterprises.

Examples often cited of “a new heyday” for the state include an upsurge of activity by state firms in the property market. The media complain that these enterprises (“land kings”, as they derisorily dub them) are pushing up property prices in expensive cities like Beijing and Shanghai. In the northern province of Shanxi, private-sector managers have been complaining (again through the media) about a wave of nationalisation of small coal mines. The Shanxi government says this is for safety reasons. Private mine-owners call it a U-turn in policy, allowing state firms to grow at below-market cost. 

There are other examples. In Shandong province, one of the country’s largest private steel companies, Rizhao Iron and Steel, reluctantly sold a majority stake in September to a state-owned rival, Shandong Iron and Steel. This followed the acquisition in July of a 20% share in one of the country’s leading dairy firms, Mengniu Dairy, by a consortium led by a central-government food giant, COFCO. Now the biggest shareholder, COFCO installed one of its executives as chairman of Mengniu’s main subsidiary. 

In Gaocun village, too, farmers complain of the state’s enjoyment of an unlevel playing field. A couple of years ago, they say, the local government closed down some of the area’s private iron-ore mines on environmental grounds. But state-owned operators, they allege, are hardly better. Mr Hou says thugs attacked some Chinese journalists who attempted to film the pollution. He knows what he is up against. Indicating what might befall him, he draws his hand across his neck. 

