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The Private Sector and China’ s Ingtitutional Transition :
Case Sudies in Zhejiang and Jiangsu
WAN G zhi-kai
(Institute of Economics, Zhejiang University, Hangzhou 310027, China)
Abgtract : Emerging and booming in the rural parts of South Jiangsu and Southeast Zhejiang,
private economy has been the main driving force for China' s market development. Private sector
pushes forward China’ sinstitutional transition and stimulates the growth of industrial clusterson
the regional level. It facilitates the process of industrialization and urbanization. The growth and
development of private economy has always been based on an innovation of integrating industrial
and corporation structures, product compostion, and market structuresin order to see them well
matched with each other. Thispaper explores the development of the private economy and how it
stimulates China’ sinstitutional transition with its mechani sm of privatization, from a perspective
of historical evolution over more than two decades. The author interprets the development of
private economy into four stagesin accordance with its historical evolution. Thefirst stageisthe
description of the initial development phase of private economy over 1978 —992: " Wenzhou
Model" and " South Jiangsu Model” , with pure private ownerships for private sector development
in theformof family firmsin the villages, aswell aswith (non-state owned) township and village
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enterprises (TVEsS). The second stage is the description of the rapid development stage over
1993 —997: specific markets and industrial divison/ collaborations. The third stage is the
promotional stage of private sector development over 1998 —2003: postive replacement of
enterprises. During this period, nornrpublic economic development has stepped into a new
charming season of development in the whole nation. Some private enterprises are growing into
larger sized ones. They are relatively strong in market competition. This finaly leads to the
improvement of the structure and industrial organization for the private sector. The fourth stage
is the comprehensive innovation phase from 2003 up to now: the universa extenson and
implementation of privatization mechanism. In general , facing the economic integration in the
globalization era, private enterprises themselves are continuoudy seeking to increase techniques
and management innovations, to build entrepreneurship and busness culture, to improve
management efficiency and elevate their core competitiveness in the domestic market as well as
the international market.
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