
sized enterprises in the PRC,11 accounting for 99% of all registered enterprises, 64% of total
output value, and 55% of sales revenues. In terms of employment expansion, SMEs accounted
for above 77% in the industrial sectors. Table 2 shows the evolution of the SME sector in the
PRC. There has been a steady increase in the absolute number over the period 1999–2005, with
little change in the shares held by SMEs.

The ownership structure of the PRC’s industrial enterprises, summarized in Table 3, sug-
gests a significant increase in private enterprises relative to state-owned enterprises. In 1999,
private enterprises numbered 14,601, or slightly more than 9% of the national total. In the
same year, the 50,651 state-owned enterprises accounted for 31% of the national total (note
that these proportions do not control for firm size). By 2005, the proportions of the two stood
at approximately 45% and 6%, respectively. This pattern is reflective of the rapid privatization
process that has occurred in the past decade in the PRC. A similar pattern can be seen for
collective-owned and cooperative enterprises vis-à-vis limited liability and share-holding corpo-
rations.

The early development of privately owned SMEs played an active role in absorbing workers
that were laid off or dispersed from both SOEs and urban collective enterprises. According to
the Information Office of the State Council, between 1998 and 2003, nearly 19 million workers
were laid off from SOEs, to be re-employed by private SMEs.

The provincial distribution of SMEs in the PRC is highly unequal, as is economic activ-
ity more generally (Table 4). Several regions, notably the three eastern coastal provinces of
Guangdong, Jiangsu, and Zhejiang, have such a concentration of SMEs that they account for
approximately 38% of all enterprises and 35% of all employment. The next largest concentra-
tions, in Shandong and Shanghai, are also on the eastern coast. The dominance of the coastal
regions in SME activity can also be seen in Table 5, which is based on data from 2005, and
replicated graphically in Figure 5.

Figure 5. Share of SMEs by Region, 2005

The PRC’s government has, recently, taken some active steps to promote the SME sector. It
has adjusted related legislation and policies and launched a series of policies and initiatives. In
June 2002, the PRC introduced the “SME Promotion Law, 2006–2010,” which includes measures
that would dismantle institutional barriers that would hinder the development of privately

11Note that if self-employed businesses—such as leasehold farm households and individual partnerships—are
also classified as SMEs, this number is far larger, with estimates of as high as 40 million.
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