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Decentralization Handing over Profits and Loosening Up: The Beginning of
Chinas Economic Reforms
Xiao Donglian
Abstract: Chinas economic reforms began with decentralization handing over profits and loosening up. The so—
called “decentralization ” handing over profits and loosening up primarily involved four entities: first the peas—
ants second the state-owned enterprises third local governments and fourth town residents. The goal of the
reforms was to invigorate enterprises and the economy. However the effects of decentralization were somewhat
different:a profound change took place in the countryside and in the cities and towns the individual economy was
able to break out of its cocoon. However the reforms of state-owned enterprises were somewhat effective they

were still insufficient.
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