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Because SOEs face strong incentives to make a profit (see below), there is significant 
competition among individual SOEs, as well as between them and the private sector. 
Of the 22 regions with a large steel producer, 12 have more than one – Hebei province 
has highest level of production with 13 major producers (see Figures 2 & 3 below).  
 
Each of these regions is essentially competing with the other regions, and this gives 
each of these SOEs a strong profit motive. The profit motive means that it is not in the 
interests of SOEs to price below cost. Competition from a range of other suppliers 
means that it is in their interests to keep costs as low as possible. 
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STATE INTERVENTION IN CHINA’S STEEL INDUSTRY 

 

China’s State-owned Asset Supervision and Administration Commission (SASAC) 
supervises enterprises that are wholly owned by the state. At the central level they control 
just 123 SOEs. These SOEs are designated as ‘national champions’, and receive tax 
advantages and preferred access to credit from State Owned Banks (including ‘policy’ 
banks). In terms of sector, SOEs controlled by SASAC are usually concentrated in so-called 
pillar industries (equipment manufacturing, auto, information technology, construction, iron 

and steel, non‐ferrous metals, chemicals, and surveying and design). 

 
SASAC is at the same level in the bureaucracy as the SOEs themselves, and it is subordinate 
to the NDRC, the State Council and the Economics and Finance Leading Small Group (see 
Figure 4).  In general, it is more in the interests of these higher-level actors to have SOEs turn 
a profit rather having them tightly controlled by state decree.  
 
SASAC takes a supervisory and guidance role. Its main role is to try and ensure that fully 
owned central SOEs follow state and Party decrees while still turning a profit. SASAC 
contains 14 bureaux performing state functions and 7 bureaux performing Party functions.  
 
SOE senior management must report to SASAC regularly. The frequency and type of report 
for the steel industry is currently unknown. SASAC has some influence over SOE budgets, 
and can investigate SOEs at the behest of the State Council. But the day-to-day running of the 
company is usually handled by the SOE itself.  
 
SASAC currently controls two steel producers at the central level: Baosteel and WISCO 
(Wuhan Iron and Steel Corporation). It also controls SinoSteel, which is China’s largest iron 
ore importer.  
 

Importance of regional competition 

 

While SASAC is controlled at the central level by the central government through the State 
Council, at the provincial and prefectural level its focus is more on the interests of the 
provincial and prefectural level government rather than the priorities of the central 
government or the central SASAC office. These lower levels of government are more 
interested in competing with each other, particularly through having successful local SOEs, 
or strong economic growth.  
 
This competition means that local governments generally ignore central decrees should they 
interfere with their own interests. So while the two steelmakers centrally controlled by 
SASAC (see above) have regularly tried to force provincial-level steelmakers into mergers, 
they have been unsuccessful (Baosteel’s attempts at mergers in Henan are the most obvious 
example). Local officials approve the majority of investments, and local SASAC offices 
follow the mandates of local officials rather than directions from the central SASAC offices. 
 
This pattern continues throughout all the levels of Chinese government below the central 
level. This means that there is considerable competition between Chinese SOEs, including 
SOEs at different levels of government, and this competition is a more powerful driver of 
behaviour than any governmental edict. The heads of provinces, prefectures, or counties need 
successful SOEs to demonstrate success and achieve advancement, and they have a greater 
say in the activities of local SASACs than central SASAC offices.  
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SASAC’s influence on the steel industry 

 

SASAC influences the steel market firstly through control of the China Iron and Steel 
Association (CISA), which from 2009 has undertaken all price negotiations with foreign raw 
material suppliers. The day-to-day workings of CISA and its negotiating strategies and 
relationships with individual SOEs are not able to be dealt with here. However, CISA has no 
power to influence the price of the raw materials. The raw materials purchased by CISA are 
usually bought on the international spot market at market price.  
 
SASAC is also a player in the market through its varying levels of control over fully state-
owned steel SOEs at central, provincial and prefectural level.  SASAC has exerted influence 
in the form of forcing steel-making SOEs to negotiate through the group body (CISA) rather 
than individually. But this influence is only direct at the central level – as noted above, it is 
not easy for SASAC to compel coordination and compliance at the local level. An example is 
the wish for larger steelmakers to merge with provincial level makers but without success. 

 

FIGURE 4: Lines of authority in the steel industry 
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CONCLUSION 

 
The analysis of the Chinese steel industry establishes that: 
 

1. The Chinese steel industry, by all standard measures, is less concentrated and more 
competitive than most other major steel markets. 

2. Chinese steel domestic and export product prices behave in a normal pro-competitive 
way. 

3. There is no evidence of unusual divergence between the national and export prices of 
steel products in recent years; rather steel prices have been generally subject to 
downward pressure in all markets because of weak demand in relation to capacity. 

4. It would be very difficult to infer that there has been ‘dumping’ of product into the 
Australian market from China on the basis of this evidence during. 
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