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Abstract. At present, China has entered a new stage of development. It is clearly
pointed out in the 14th Five-Year plan that it is necessary to stimulate the vital-
ity of various market entities, accelerate the improvement of modern enterprise
system with Chinese characteristics, and deepen the reform of mixed ownership
of state-owned enterprises. The pharmaceutical industry is closely related to the
people’s livelihood, making a significant contribution to the development of social
economy. With the new epidemic sweeping the world in 2020, the pharmaceutical
industry has been widely concerned by the public. In this paper, domestic and for-
eign research status of pharmaceutical industry, research content and methods are
described, and on the basis of related concepts, case analysis is used for in-depth
exploration, and relevant theories are summarized; then, taking Yunnan Baiyao
company as an example, this paper analyzes the financial statements of Yunnan
Baiyao group and puts forward the relevant improvement suggestions.
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1 Introduction

Efficiency is the main factor that determines the competition of enterprises. The devel-
opment of state-owned enterprises must constantly improve the efficiency of enterprises.
With the deepening of the reform of China’s inherent enterprises, the efficiency of state-
owned enterprises has been significantly improved. But at present, as an important part
of China’s economy, state-owned enterprises still have the problem of low management
efficiency. The 14th Five-Year plan clearly pointed out that it is necessary to stimulate the
vitality of various market entities, deepen the reform of mixed ownership of state-owned
enterprises. With the implementation of a large number of mixed reform projects, the
mixed ownership reform of state-owned enterprises will become the focus in the future.

The pharmaceutical industry is an important part of the national economy. With the
prosperity and development of China’s market economy and the progress of globaliza-
tion, the pharmaceutical industry can open up a broader international market, but also
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faces the impact of advanced technology and industrial advantages of foreign enterprises.
Yunnan Baiyao is an important state-owned enterprise in Yunnan Province, At the same
time, it is also a leading enterprise in the pharmaceutical industry, and its development
has encountered great bottlenecks in recent years. In order to improve the problems of
low equity concentration and unfavorable operation as soon as possible, Yunnan Baiyao
began to explore and try the mixed ownership reform in 2016, until the whole listing
was achieved in 2019, the reform achieved great success.

The case study of Yunnan Baiyao mixed ownership reform can improve the existing
research on mixed ownership reform to a certain extent, thus enriching the theory of
mixed ownership reform with Chinese characteristics. At the same time, the case study
of Yunnan Baiyao mixed ownership reform has a strong demonstration effect on the
mixed ownership reformof state-owned enterprises inChina, it can also provide practical
guidance for other state-owned enterprises to carry out mixed ownership reform.

Liu Xiaoxuan (2000) selected the competitive enterprises in more than 20 industries
to analyze the influence of ownership structure on efficiency difference. It was found that
the efficiency of overseas capital was always the lowest, while the efficiency of non-state-
owned enterprises was higher than that of state-owned enterprises [1]. Zhang Wei and
Yu Liangchun (2017) discussed the impact of various mixed ownership reform scheme
designs on enterprise property right structure andmarket operation results, and found that
if non-state-ownedproperty rights enterprises appear in themarket as newenterprises, the
level of total social welfare will rise [2]. Oliver Tiemann and Jonas (2012) used the data
obtained from field survey on the impact of privatization on the operational efficiency of
German hospitals, and concluded that the change of enterprise ownership from public
ownership to private ownership can effectively improve the operation efficiency, and the
effect is effective for a long time [3]. Bennett and maw (2003) studied different types of
enterprises in four Eastern European countries, and concluded that mixed ownership is
an effective choice for the marketization of state-owned enterprises [4].

The existing literature on the motivation of mixed ownership reform of state-owned
enterprises shows that the mixed ownership reform can improve the efficiency of state-
owned capital operation and corporate governance, and alleviate the phenomenon of
insider control in state-owned enterprises. In the aspect of efficiency evaluation of mixed
ownership reform, most of the results show that mixed ownership reform is positively
correlated with corporate performance.

This paper combines theoretical research with practical cases. On the basis of exist-
ing research, Yunnan Baiyao is taken as a case to analyze the specific situation and
performance of mixed ownership reform of state-owned enterprises, so as to supplement
and improve the existing research on the reform of mixed ownership of state-owned
enterprises.

2 Analysis of the Case of Yunnan Baiyao Group’s Mixed
Ownership Reform

2.1 Introduction of Yunnan Baiyao Co., Ltd.

Yunnan Baiyao factory, established in June 1971, is the predecessor of Yunnan Baiyao
Co., Ltd. On May 3, 1993, Yunnan Baiyao factory began to carry out the reform of
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modern enterprise system. Yunnan Baiyao Industrial Co., Ltd. Was established and
listed on Shenzhen Stock Exchange in December of the same year. After decades of
development and accumulation. At present, the total assets of the company are less than
3 billion yuan. The company has a wide range of business and is the largest and strongest
pharmaceutical enterprise group in Yunnan Province.

2.2 Motivation Analysis of Yunnan Baiyao’s Mixed Ownership Reform

The reasons for the mixed reform of Yunnan Baiyao are mainly driven by the national
macro policies, the development bottleneck of the pharmaceutical industry and the
decline of the company’s operating conditions in recent years. First, the mixed own-
ership reform of state-owned enterprises has always been the key content of China’s
economic system reform. Second, although the overall profits of Chinese pharmaceuti-
cal enterprises still show an upward trend, the growth rate has slowed down in recent
years, especially in the past two years impacted by the COVID-19, the profitability of the
pharmaceutical industry has decreased significantly. Finally, since 2014, Yunnan Baiyao
has been affected by the overall decline of the pharmaceutical industry. The return on
net assets of Yunnan Baiyao has decreased from 28.75% in 2013 to 19.95% in 2016.
Its profitability has continued to decline, Baiyao had to take the initiative to reverse the
situation in the case of continuous low performance.

2.3 Process of Yunnan Baiyao Mixed Transformation

(1) Introduce strategic investors. In 2016, the Administration Commission of Yunnan
Province first introduced the strategic investor Xinhua capital through bidding, which
increased the capital of Baiyao holdings by about 25.4 billion yuan. After the completion
of the transaction, the SASAC of Yunnan Province and Xinhua Du each held 50% of the
equity, it indirectly changed the exclusive control of Yunnan Baiyao by SASAC. Then
in 2017, as a new strategic investor, Jiangsu Yuyue also obtained the controlling right
by way of capital contribution. After the completion of the transaction, Baiyao holdings
formed a shareholding structure of 45% of SASAC, 45% of Xinhua capital and 10% of
Jiangsu Yuyue.

(2) Merger of parent company to achieve overall listing.
Since the beginning of the mixed reform, Baiyao Holdings has brought about more

than 30 billion yuan of strategic investors. In order to improve the decision-making
efficiency. In 2018, Baiyao holdings appraised the shares held by the three shareholders
in proportion and injected all its assets into the listed company, and finally completed
the overall listing in July 2019. At the same time, Yunnan Baiyao began to implement
the ESOP. So far, the mixed ownership reform of Yunnan Baiyao was over.

3 The Impact of Yunnan Baiyao Mixed Ownership Reform
on Company Performance

3.1 Market Performance Analysis

It can be seen from the data in Fig. 1 that before themixed reform, the overall closing price
of Yunnan Baiyao rose first and then decreased. However, after the mixed ownership
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Fig. 1. Change of closing price of Yunnan Baiyao before and after the mixed reform

Fig. 2. Architecture of DuPont analysis

reform was carried out in July 2016, the share price of Yunnan Baiyao began to rise all
the way, reaching 96.28 yuan at the highest. Although the mixed reform ended in 2019,
the positive impact of the mixed reform still continues.

During this period, the stock price of Yunnan Baiyao has increased by 47.92%. It can
be seen that investors are very optimistic about the mixed ownership reform of Yunnan
Baiyao. At the same time, it also shows that the mixed reform mode adopted by Yunnan
Baiyao has been recognized by the marke.

3.2 Financial Performance Analysis

This paper uses DuPont analysis to analyze whether the mixed ownership reform has an
impact on the financial performance of Yunnan Baiyao, and which aspect of the impact
is more significant. Figure 2 shows the structure of DuPont analysis system.

3.2.1 Return on Equity Analysis

According to the above analysis, Yunnan Baiyaomixed ownership reform can be divided
into three stages: the introduction of Xinhua Du and Jiangsu Yuyue private enterprises
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Table 1. Return on net assets of Yunnan Baiyao from 2014 to 2020

ROE 2014 2015 2016 2017 2018 2019 2020

Yunnan Baiyao 24.86% 22.51% 20.03% 18.63% 17.48% 14.50% 14.52%

Industry median 15.18% 14.01% 12.55% 11.39% 10.07% 9.25% 7.75%

Table 2. Operating income and year on year of Yunnan Baiyao in 2014–2020

Yunnan Baiyao 2014 2015 2016 2017 2018 2019 2020

Operating revenue (100 million
yuan)

188.14 207.38 224.11 243.15 267.08 296.65 327.43

Year on year 18.97% 10.23% 8.07% 8.50% 9.84% 9.80% 10.38%

Table 3. Net operating interest rate of Yunnan Baiyao from 2014 to 2020

Net operating rate 2014 2015 2016 2017 2018 2019 2020

Yunnan Baiyao 13.27% 13.29% 13.08% 12.88% 12.32% 14.07% 16.83%

Industry median 12.98% 13.86% 14.34% 13.02% 11.97% 10.68% 9.04%

in equity level at the end of 2016, and the absorption and merger of Baiyao holding of
the parent company by issuing shares in 2019.

According to Table 1, both Yunnan Baiyao and the median value of the industry
are declining year by year. However, in 2020 after the completion of the third stage
mixed ownership reform of Yunnan Baiyao, the return on net assets of Yunnan Baiyao
increased from 14.50% in 2019 to 14.52% in 2020, and the industry average decreased
from 9.25% to 7.75% in the same period, indicating that the level of return on net assets
of Yunnan Baiyao is always far higher than the median level of the industry, and the
mixed reform has a great role in promoting its ROE.

3.2.2 Profitability Analysis

According to Table 2, the growth rate of Yunnan Baiyao’s business income in 2014 was
18.97%, but in 2015 and 2016, the growth rate of the company’s operating income rapidly
dropped to 10.23% and 8.07%, reflecting that before the reform of mixed ownership
of Yunnan Baiyao, the growth of its main business slowed down and met with some
resistance. Since the company began to carry out the mixed ownership reform in 2016,
the company’s business growth rate started to increase again. The growth rate increased
from 8.07% in 2016 to 10.38% in 2020, and the growth rate was increasing year by year
except for 2019, indicating that the weak growth trend of Yunnan Baiyao’s business
income has changed.
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Table 4. Total assets turnover rate of Yunnan Baiyao from 2014 to 2020

Turnover rate of total assets 2014 2015 2016 2017 2018 2019 2020

Yunnan Baiyao 1.29 1.16 1.02 0.93 0.92 0.74 0.62

Industry median 0.75 0.69 0.60 0.60 0.59 0.59 0.60

FromTable 3, from2014 to 2017, the net operating interest rate ofYunnanBaiyaowas
only slightly higher than the industry median in 2014, and was lower than the industry
median in the rest of the time. However, after the completion of the first stage of Yunnan
Baiyao mixed ownership reform, the operating net interest rate began to realize reverse
overrun, and the industry median began to decline since 2015, only 9.04% in 2020. On
the contrary, Yunnan Baiyao has risen to 16.83% since it reached a phased low of 12.32%
in 2018, and the difference between Yunnan Baiyao and the industry’s median value has
expanded to 7.79%, indicating that Yunnan Baiyao’s profitability has improved rapidly.

3.2.3 Operation Capacity Analysis

From Table 4, the total asset turnover rate of Yunnan Baiyao has always been higher
than that of the industry.

However, from a vertical perspective, the industry level has been basically stable
since the decline from 0.75 times in 2014 to 0.60 times in 2016, while the asset turnover
rate of Yunnan Baiyao shows a continuous downward trend, from 1.29 times in 2014
to 0.62 times in 2020, indicating that the operating capacity of Yunnan Baiyao has
declined. This is mainly caused by two reasons, first, in 2019, Yunnan Baiyao issued
shares to Yunnan SASAC, Jiangsu Yuyue and Xinhua Du, the three shareholders of
Baiyao holding. This process expanded the balance sheet of Yunnan Baiyao, and the
total assets increased rapidly in the short term, resulting in the decrease of total asset
turnover rate; second, Yunnan Baiyao has increased its foreign investment, this part
forms the company’s assets, but does not contribute to the company’s operating income.

3.2.4 Solvency Analysis

It can be seen fromTable 5 that the equitymultiplier of YunnanBaiyao in 2014–2017was
basically increased, from 1.45 in 2014 to 1.55 in 2017, indicating that the company’s
operating leverage is increasing and its solvency is weakening. However, after 2017,
Yunnan Baiyao’s equity multiplier continued to decline, from 1.55 in 2017 to 1.38 in
2020. Especially in 2019, due to the introduction of equity assets by issuing shares, the
equity multiplier of that year decreased from 1.55 in 2018 to 1.38 in 202054 to 1.39,
indicating that Yunnan Baiyao’s solvency is enhanced and its operational risk is smaller.
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Table 5. Equity multiplier of Yunnan Baiyao from 2014 to 2020

Equity multiplier 2014 2015 2016 2017 2018 2019 2020

Yunnan Baiyao 1.45 1.43 1.5 1.55 1.54 1.39 1.38

Industry median 1.55 1.47 1.47 1.45 1.43 1.46 1.43

4 Conclusion

Based on the theories at home and abroad, taking Yunnan Baiyao mixed ownership
reform as a case, this paper analyzes and compares the financial data of the company
before and after the mixed ownership reform, studying the impact of mixed ownership
reform on corporate performance and drawing the following conclusions:

(1) Themixed ownership reform improves the company performance. From the stock
market performance, we can see that the stock price of Yunnan Baiyao has continued to
rise. From the perspective of financial performance, the introduction of strategic investors
has improved the profitability of Yunnan Baiyao. Although the company will be greatly
impacted by the new epidemic in 2020, Yunnan Baiyao with its own strong strength and
excellent operating experience, profitability is still above the industry median.

(2) The mixed ownership reform improves the efficiency of corporate governance.
In the aspect of equity structure, Yunnan Baiyao introduced strategic investors through
mixed ownership reform, which changed the ownership structure of the company, made
non-state-owned shareholders have the willingness and ability to supervise the state-
owned large shareholders, which is conducive to change the absolute holding of indi-
vidual capital. At the same time, after the mixed reform, Yunnan Baiyao also issued the
incentive policy of employee stock ownership, which is very helpful to stimulate the
enthusiasm and creativity of employees, and then promote the improvement of financial
performance.
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