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Abstract 

The mixed ownership reform has been highly valued by all parties in the society since it 
was proposed. Also, the effect of the mixed ownership reform of enterprises has 
naturally been concerned by people. Based on this, the article starts from the actual case 
of the mixed ownership reform of Yunnan Baiyao Company. Studying the impact of the 
mixed ownership reform on the company's performance, so as to provide a basis for 
future reforms of state-owned enterprises. First, this article gives a brief introduction to 
the case. Further, it discusses the impact of the mixed ownership reform on the 
governance structure and financial performance of Yunnan Baiyao Company. Moreover, 
the article also divides the indicators from multiple angles to discuss the financial 
performance in order to make the analysis more comprehensive. In the end, the relevant 
conclusions are drawn based on the analysis results and five suggestions are put forward 
accordingly. For the purpose of providing a reference for promoting the performance 
improvement of Yunnan Baiyao Company under the background of the mixed ownership 
reform. 
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1. Introduction 

The report of the 19th National Congress clearly points out that it is necessary to further deepen 
the reform of state-owned enterprises and develop a mixed-ownership economy. Some 
scholars also believe that the mixed ownership reform is a breakthrough point in the 
development of state-owned enterprises. Based on this, this article takes Yunnan Baiyao’s 
mixed ownership reform as an example to discuss the impact of mixed ownership reform on 
the performance of state-owned enterprises. 

2. Literature review 

Huang Sujian (2014) summarizes the key points of the reform of state-owned enterprises in the 
future and makes targeted improvement suggestions. Tong Jian and Song Xiaoning (2016) 
believe that the mixed ownership reform of state-owned enterprises can help solve governance 
problems, optimize resource allocation, strengthen internal supervision and develop 
production technology. Liao Hongwei and Zhang Nan (2016) use regression analysis to quantify 
the impact of diversified ownership structure on the operating performance of state-owned 
enterprises. The results show that reducing the proportion of state-owned holdings and 
diversifying the shareholding will indeed help improve the economic efficiency of state-owned 
enterprises. Qi Haodong and Guo Junchao (2017) focus on the analysis of the motivation and 
the resistance of the mixed ownership reform of state-owned enterprises. Proposing a multi-
dimensional approach to promote the mixed ownership reform. Sang Ling and Li Fei (2019) 
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take Yunnan Baiyao Group as the main research object to study the impact of mixed ownership 
reform on the corporate performance and the mechanism of action. Shen Hao and Yang Meiying 
(2019) use China Merchants Group as the analysis object to refine their experience in corporate 
governance. Hoping to provide a reference for the subsequent mixed ownership reform work. 

3. Case Introduction 

Yunnan Baiyao is a well-known pharmaceutical company in China. Its business types are 
diverse. For example, the research and development of medicine and manufacturing, the 
wholesale and retail of health care as well as some other products. According to the data, 
Yunnan SASAC was the actual controller of Yunnan Baiyao before the mixed ownership reform. 
It held 41.52% of the company's equity through Baiyao Holdings. 

With the mixed ownership reform of state-owned enterprises was put on the agenda by the 
state. Yunnan Baiyao started the process of mixed ownership reform. The company 
implemented two mixed ownership reforms in 2016 and 2017. The “Xinhua Capital” was 
introduced for the first time. This company indirectly increased its holdings of Yunnan Baiyao 
shares by increasing its capital to Baiyao Holdings. In the second mixed ownership reform, a 
new investor-“Jiangsu Yuyue” was introduced. At that time, the Yunnan SASAC, the “Xinhua 
Capital” and the “Jiangsu Yuyue” held 45%, 45%, and 10% of the shares respectively. Yunnan 
Baiyao had also transformed from a single state-owned share to a diversified shareholding. 
Achieving a mix of state-owned and private capital. In 2018, Yunnan Baiyao absorbed and 
merged with Baiyao Holdings to achieve the overall listing. This is also a further deepening of 
the mixed ownership reform. The combination of two platforms will enhance the scale and 
overall strength of the company. This will contribute to the smooth implementation of the 
company's strategic planning and improve the company's ability to resist risks. Laying a 
foundation for the future development of Yunnan Baiyao. 

4. The impact of mixed ownership reform on Yunnan Baiyao Company's 
performance 

4.1. The impact of the mixed ownership reform on the governance structure of 
Yunnan Baiyao Company 

4.1.1. Ownership structure 

Before the mixed ownership reform. As the state-owned capital held nearly half of the shares. 
The decision-making power of all kinds of operation, investment, financing and other matters 
was mostly concentrated in a single subject. The board of directors of Yunnan Baiyao Group 
might become a mere formality. However, the introduction of new investors will create a three-
way balancing situation which can effectively solve these problems. In addition, there are some 
other benefits. On the one hand, it can help the company to make more reasonable decisions 
and carry out more effective operation, investment and financing activities. On the other hand, 
it is also helpful to establish a good internal control system and play the function of internal 
management and supervision effectively. What’s more important is that it is beneficial to the 
long-term development of Yunnan Baiyao Company. 

4.1.2. Organizational model 

With the addition of private enterprises, the high-level management of Yunnan Baiyao has the 
characteristics of marketization. Prior to this, company managers might have the problem of 
insufficient motivation. After the mixed ownership reform. The competitive nature of the post 
has mobilized everyone's enthusiasm. At the same time, the market-oriented management 
method has also given the senior management more freedom. Besides, in the process of mixed 
ownership reform, the structure of Yunnan Baiyao Company has become more flat as Baiyao 
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Holding was absorbed and merged by Yunnan Baiyao. Thus, the transmission of information 
becomes more rapid and clear, which is conducive to the improvement of operation efficiency. 

4.1.3. Return system 

As a state-owned enterprise, Yunnan Baiyao has stable income and low risk. However, there 
was a problem of limited dividends and insufficient returns for investors in the past. In 
comparison, the dividends of other pharmaceutical companies on the market were more 
substantial. Obviously, it's not good for the company to attract investment. After the mixed 
ownership reform, referring to the announcements issued by the company, it can be known 
that Yunnan Baiyao has begun to gradually increase the level of return. Also, it further improves 
the profit distribution and supervision mechanism. Making the company's returns to investors 
more reasonable, scientific and sustainable. Thereby, attracting more investors to participate 
in the company's investment. 

4.2. The impact of the mixed ownership reform on the financial performance of 
Yunnan Baiyao Company 

4.2.1. Short-term performance 

The short-term performance of a company can be judged with the help of the market's reaction. 
Referring to the article of Sang Ling (2019) and some market data, we can know something. 
During the first mixed ownership reform, the abnormal rate of return of the company on the 
day of the incident was 9.90%, which was about 13 times the industry average return rate of 
0.73%. This indicated that the market took a more positive attitude towards this mixed 
ownership reform. In the next five days, the cumulative abnormal rate of return had reached 
165 times that of the industry. It could be said that the market had shown strong affirmation of 
this reform. The same was true for the second mixed ownership reform. Both the abnormal rate 
of return and the cumulative abnormal rate did well. Although the response was a little weaker 
than the previous event, it was still relatively satisfactory from an overall perspective. In 
summary, it can be considered that the mixed ownership reform has had a positive impact on 
the short-term performance of Yunnan Baiyao. 

4.2.2. Long-term performance 

The first is profitability. Analyzing the index of net profit margin on sales. The net profit margin 
on sales from 2014 to 2019 were 13.27%, 13.29%, 13.08%, 12.88%, 12.32% and 14.07%. The 
fluctuations were not large. There was a significant improvement in the indicators in 2019, but 
there were also small declines in some years. According to the investigations, there are two 
reasons. One is the desire to consume inventory ,so the company reduces shipments. The 
second is that the growth of mature products of Yunnan Baiyao is small, but the new products 
are in the promotion period and the profit is not high. Then analyzing the index EVA. Referring 
to the paper data of Ma Xixi (2019). The EVA value of Yunnan Baiyao had decreased in some 
years before the mixed ownership reform, which reflected the lack of profitability of the 
company to some extent. However, the exponent was always greater than zero. Indicating that 
Yunnan Baiyao's profitability was higher than the average market level. At the same time, it 
could be seen from the data that EVA was on the rise after the mixed ownership reform in 2016. 
This shows that the mixed ownership reform has brought improvement to the profit of Yunnan 
Baiyao Company. At least from the perspective of EVA, the financial performance of the 
enterprise has been improving. In conclusion, it can be concluded that the profitability of 
Yunnan Baiyao Company has a increase after the mixed ownership reform. 

The second is debt paying ability. The debt to asset ratio of Yunnan Baiyao from 2014 to 2019 
were 30.88%, 29.87%, 35.56%, 34.51%, 34.42% and 23.28%. The debt to asset ratio increased 
significantly after the mixed ownership reform, which was related to the company's increase in 
borrowing and bond issuance in 2016. Within 2 years after 2016, this value did not fluctuate 
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significantly. However, it dropped sharply in 2019. Combining the two indicators of current 
ratio and equity ratio for further analysis. These two indicators climbed from 2.68 and 65.58 in 
the previous year to 4.65 and 76.72 in 2019 respectively. According to the information, this was 
mainly related to the redemption of the company's investment and wealth management funds 
in the year, which caused the increase of assets and the decline of the index value. At the same 
time, the indicator of net cash flow performed poorly. Since the mixed ownership reformed in 
2016, this indicator had dropped sharply from 2.985 billion yuan to 1.156 billion yuan. The cash 
flow debt ratio had also fallen sharply from 34.14% to 12.09%. Therefore, the debt paying 
ability of Yunnan Baiyao Company after the reform of mixed ownership declines. 

The third is operating ability. According to the information, the inventory turnover ratio and 
the receivables turnover ratio of Yunnan Baiyao Company showed a downward trend from 
2014 to 2019. First, analyzing the inventory turnover ratio. Although the company had relied 
on the national brand plan to promote the reform of marketing channels and further enrich the 
marketing methods during the mixed ownership reform. However, it was of limited use. As a 
result, inventory turnover had shown no sign of picking up. Then, analyzing the receivables 
turnover ratio. After consulting relevant information, we can know that the decline of this 
indicator is not due to revenue. It’s due to the excessive growth of receivable itself. The probable 
reason is that the expansion of the company's size and business makes foreign cooperations 
and business contacts more frequently. The amount of money not recovered in time will 
inevitably increase. As is known to all, both the average collection day of accounts becomes 
longer and the capital flow slows down are not conducive to the development of the company. 
In summary, the effect of the mixed ownership reform on the operating ability of Yunnan Baiyao 
Company is not significant. To some extent, it even has a little negative effect. 

The fourth is development ability. First, analyzing the growth rate of the company’s main 
business income. After the implementation of the mixed ownership reform, this indicator 
increased from a decline to an increase to 8.5% in 2017, which was slightly higher than the 8.07% 
in 2016. However, there was still a gap of 1.7 percentage points compared to the increase of 
10.22% in 2015. In the following two years, the main business income growth rate continued 
to rise until achieved the 11.07% in 2019. Then, analyzing the net profit growth rate. It was 
10.34% in 2015, 6.36% in 2016 and rebounded slightly in 2017 to 6.88%. The change trend of 
this indicator is basically same as the trend of the growth rate of the company’s main business 
income. The difference is that this indicator fell again in 2018 until it became the lowest point 
in recent years. That was 5.02%. But it finally ushered in a huge growth in 2019. The company's 
net profit growth rate in 2019 was as high as 26.85%. In summary, although the company's 
development capability does not improve significantly in the early stage of the mixed 
ownership reform, which may be due to the fact that the new profit growth points have not yet 
been formed. However, as time goes on, Yunnan Baiyao has gradually realized model 
innovation as well as industrial transformation and upgrading. Its development capability has 
been significantly improved as well. Therefore, it can be considered that the mixed ownership 
reform has enhanced the development ability of Yunnan Baiyao. 

5. Suggestions for improving corporate performance in the context of 
mixed ownership reform 

Based on the foregoing analysis, this section will propose the following suggestions for 
improving the performance of Yunnan Baiyao Company under the background of mixed 
ownership reform. 
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5.1. Control the cost 

According to the foregoing analysis, part of the performance indicators of Yunnan Baiyao have 
been very good improvement. However, some key indicators can be optimized in order to 
enhance the overall strength of the company. Taking net profit margin on sales as an example. 
We can consider the cost control. With the help of the mixed ownership reform, Yunnan Baiyao 
Company's cost plan can make new adjustments. Reasonable controlling of necessary expenses 
and reducing unnecessary costs to achieve the optimal allocation of resources. 

5.2. Expand sales channels 

According to the analysis, the sales channels are very important for a company. Therefore, 
Yunnan Baiyao can consider using internal forces to expand sales channels. On the one hand, it 
can rely on the business scope of department stores and supermarkets of “New Huadu Group”. 
On the other hand it can depend on the large health ecosystem of “Jiangsu Fish Diving”, which 
consists of family medical treatment, clinical medical treatment and Internet medical treatment. 
Opening up new sales channels and giving more opportunities for the company to display 
products. In the other words, more circles of consumers can contact the company's new and old 
products. This will not only contain the declining situation of operating ability, but also improve 
the cash flow and the debt paying ability of the company. 

5.3. Accelerate the innovation 

The promotion of Yunnan Baiyao's traditional superior products to the overall economic 
benefit of the company has reached the peak. The company needs to accelerate the pace of 
innovation to make new products more widely accepted in the market. In fact, the mixed 
ownership reform can introduce all kinds of non-public capital, especially the scientific 
research and innovation ability of private capital. Breaking the original pattern of the old state-
owned enterprises. Also, it can increase the investment in research and accelerate the pace of 
innovation. In addition, in order to get rid of the “outshine others ” situation of “Baiyao series” 
products, Yunnan Baiyao can also strengthen the research and development investment in 
nursing and health care as well as other new products, so as to achieve a balanced development 
and promote the enhancement of core competitiveness. This will be of great benefit to the long-
term, stable and high-quality development of the company.  

5.4. Introduce new technologies 

Mixed ownership reform will undoubtedly bring many changes to the company's management 
model and business model. These are both pressures and opportunities. If the company can 
take this opportunity to introduce big data, block chain and other technical means, it will 
undoubtedly bring many benefits for the company's further development. For example, the 
company can build a social networks with the help of big data, visualization and other 
technologies to understand the hierarchical relationships and potential connections of 
employees at all levels. Laying a solid foundation for effective internal control. Another example 
is the use of smart contracts under blockchain technology to automatically execute relevant 
decisions to reduce the possibility of manipulation. Moreover, company can also increase the 
authenticity, reliability and integrity of their internal data because the information on the chain 
is not easy to tamper with. 

5.5. Improve the management 

The company should seize the opportunity of mixed ownership reform. Under the premise of 
complying with relevant regulations and company planning, further expanding the proportion 
of private entrepreneurs in the senior management as well as the discourse power of private 
shareholders in the management. In this way, it will be more helpful for the management to 
adopt market-oriented development strategy to manage the company. Also it will improve the 
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governance system. For example, Yunnan Baiyao can implement stock incentive plans to retain 
more talents. On the other hand, it can also play the effect of equity checks and balances. 
Another example is to make more strict accounts receivable management plans, so that most of 
the funds can be timely collected to ensure there is sufficient cash flow in the company. 

6. Conclusion 

In order to explore the impact of mixed ownership reform on enterprise performance and 
provide a reference for the future mixed ownership reform of state-owned enterprises. This 
article studies the mixed ownership reform case of Yunnan Baiyao Company. On the basis of a 
brief introduction to the case, the analysis is carried out from two aspects. First, the article 
discusses the impact of the mixed ownership reform on the governance structure of Yunnan 
Baiyao Company. Then the article discusses the impact of the mixed ownership reform on the 
company's financial performance. The results show that for the former, the mixed ownership 
reform will have a positive impact on the company’s ownership structure, organizational model 
and return system. For the latter, first of all, it can be concluded that the market reacts strongly 
to the mixed ownership reform according to the indicators such as the abnormal rate of return 
and the cumulative abnormal rate of return. Therefore, it can also be said that the mixed 
ownership reform has had a positive impact on the company's short-term performance. Then, 
the article explores the long-term performance of Yunnan Baiyao Company from four 
dimensions. They are profitability, debt paying ability, operating ability and development 
ability. The results show that the profitability of Yunnan Baiyao Company has increased. The 
company’s debt paying ability has decreased slightly. The operating capability is not 
significantly affected by the mixed ownership reform. The development capability has been 
greatly improved. Based on this, the article puts forward five suggestions for improving the 
performance of Yunnan Baiyao Company under the background of mixed ownership reform. 
The first is to control the cost. The second is to expand sales channels. The third is to accelerate 
the innovation. The fourth is to introduce new technologies. The fifth is to improve the 
management. 
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