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ABSTRACT
Many authoritarian regimes use participatory political reform to maintain control over
the societies under their rule and survive global waves of democratization. Recent
studies of transitional governance have underscored the importance and intricacy of
institutional reform; however, no consensus has been reached on an explanation of
the dynamism that shapes institutional reforms under non-democratic systems. Why
do authoritarian apparatchiks reform their institutions of governance? How can the
varied pathways of these reforms be explained? Post-Deng China provides an ideal
laboratory in which to study these issues. Since the 1990s, growing tensions
between the Leninist polity and a gradually opened society have compelled local
governments in China to test a vast set of participatory reforms. In an examination
of three major local participatory budgeting reforms in China, this article maps the
main pathways – representation, consultation, and transparency – of these recent
sub-national participatory reforms implemented by the incumbent regime, and
explores the driving forces that sculpt a reformist model over the alternatives. By
introducing an “incentive-contingent framework”, this article sketches out the
“repertoire” of participatory reforms in the authoritarian governance of China and
suggests an explanatory framework for the variation in the strategies and forms of
such institutional innovations.
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Institutional innovation under an authoritarian regime is a significantly underex-
plored area in comparative studies of governance. Absolutist regimes do not always
rely upon coercion to govern the societies under their rule. More often, authoritarian
rulers also attempt (more or less successfully) to use either incremental innovations or
“big-bang” reforms of their institutions to release social tension, neutralize potential
opposition, maintain power-sharing arrangements amongst the elites, or survive
increasingly globalized movements for democracy. Constant, strategic institutional
innovation under an authoritarian regime is not merely a tactical adaption of a
ruling clique or a pretentious façade of accountability under an essentially dictatorial
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system of command. Such innovative reforms are a crucial and defining aspect of
authoritarian governance that reflect the self-renewing and self-enhancing capacities
of such political systems.

Innovation in the structures of governance is no easy task. Francis Fukuyama
recently argued that “[i]nstitutional reform is an extremely difficult thing to bring
about, and there is no guarantee that it will be accomplished without a major disruption
of the political order”.1 Despite the assumed institutional rigidity of autocratic govern-
ments, purposeful institutional innovation that is designed and implemented by repres-
sive rulers has remained an especially fascinating phenomenon that challenges our
scholarly understanding of stable, stubborn authoritarian governments around the
globe. For students of politics in the People’s Republic of China (PRC) – one of the
largest functioning authoritarian regimes in the twenty-first century – the incentive,
dynamism, and repertoire of institutional innovations undertaken by the governing
Communist Party state should not be overlooked.

Since the 1990s, growing tensions between the Leninist polity and a gradually
opening society under Deng Xiaoping’s adventurous project of state-led marketization
have compelled local governments in China to test a vast number of institutional inno-
vations. These local governments have sought to channel political pressure, enhance
state-society interaction, respond to newly mobilized social forces, and ultimately safe-
guard the regime’s stability. Amongst these innovations, local political reforms that aim
to increase the political participation of ordinary citizens are particularly salient.
Deemed primarily as political experiments, participatory reforms below the national
level have usually followed officially designated “themes”. Each theme represents a
specific pathway of institutional reform that the Chinese authoritarian regime
intends to test. Some of these reforms involve the creation of formal representative insti-
tutions within the party-state apparatus. Other efforts are marked by the adoption of
disclosure mechanisms to improve the level of fiscal transparency in local governance.
Still others are themed by the erection of ad hoc citizen forums for community-wide
consultation. Despite the shared political goals of enhancing citizen participation and
involvement in the local policy process, these reformist pathways differ in their
means of engagement, their levels of institutionalization, their formats for govern-
ment-citizenry interaction, the composition of their participants, their levels of
citizen influence on policy outcomes, and their levels of legal authority in the present
legal framework. Behind each pathway is a specific set of strategic choices, institutional
constraints, and structural forces.

As local political leaders face growing pressure for institutional innovation and par-
ticipatory reform, what accounts for their choices of particular reformist pathways over
the possible alternatives? No empirical explanation for this wide variation in local gov-
ernment reforms under the PRC regime has yet appeared. By comparing three repre-
sentative local political reform projects, we seek to map the main pathways of
participatory reforms below the national level in China and to explore the driving
forces that shape the local leaders’ choices of particular reformist pathways over the
alternatives. Our aim is not only to sketch out the “repertoire” of institutional inno-
vations but also to identify the important factors that shape the local cadres’ political
choices for their respective reformist pathways. At the conclusion of the article, we
provide an “incentive-contingent framework” that can partially explain the variation
of local reformist pathways in the PRC.
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Dynamics for institutional innovation

Why do authoritarian states reform their institutions of governance? How do we
explain the varied pathways established by these reforms? Recent studies of transitional
governance and government reform have underscored the importance and the intricacy
of institutional reform. However, no consensus has been reached on an explanation of
the dynamism that shapes institutional reforms under various types of regimes.

The first group of literature regards institutional changes as being triggered by exter-
nal shock. Krasner proposed a model of “punctuated equilibrium” in which institutions
are embedded in a context of stability that is only interrupted by periodic crises caused
by changes in their external environment.2 Aoki suggested further that institutional
change frequently involves short, turbulent periods of deliberate institutional change
and experimentation and that these periods are interspersed with longer periods
during which these experiments are weeded out by means of competition.3 This
school of thought perceives any institutional setting as eventually reaching an equili-
brium in which each player’s response is the best response and “no one has the incentive
to change his or her choice”.4 North took an economic perspective and stressed that the
institutional equilibrium is “a situation where given the bargaining strength of the
players and the set of contractual bargains that made up total economic exchange,
none of the players would find it advantageous to devote resources in restructuring
the agreements”.5

A second group of scholarly work centres on a historical institutionalist explanation.
It seeks to explain the institutional creation with reference to past contexts and explores
the interaction between the contextual structure and the institutions’ major actor.6

Because the present behaviour of political actors is constrained by the “lock-in” effect
of past choices, “path dependencies” develop.7 Pierson indicates that positive feedback
can make forgone alternatives less and less likely to recur.8 Along this line of analysis,
Greif and Laitin suggest two mechanisms of institutional dynamics for survival and
change: the processes of self-reinforcement and self-undermining.9 In different case
studies, scholars have also examined how historical legacies have shaped new insti-
tutions under specific transitional regimes. For example, Fernandes argues that the
institutional heritage of the Estado Novo in Portugal provided no opportunities for a
reformist democratizing coalition to assume power.10 Bogaards analyses how the
current party system in Nigeria has been “shaped decisively by the institutional engin-
eering of previous regimes, especially military”.11

A third group of scholars argues that institutionsmust adjust to the synchronized exter-
nal and internal environment. Cortell andPeterson contend that “[i]nternational anddom-
estic events trigger change by opening windows of opportunity that can reduce the
institutional and political constraints that normally confront policy makers”.12 Lewis
and Steinmo further argue that the variation, selection, and replication process of insti-
tutional change indicates the manner in which power holders select and direct policy
ideas. According to Lewis and Steinmo, “institutional replication and change arise primar-
ily from the proliferation and internalization of ideas and cognitive schemas”.13

A fourth group of scholars suggests that institutional change is a process specified by
collective political agents, such as elites, grassroots communities, organizations, or the
state, that engage in conflicts and bargaining for their various interests. Helms recently
argued that, for democratic innovations, innovation-focused leadership and insti-
tutional engineering are the keys.14 Ostrom argues that rational individuals choose
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institutions for self-governance by calculation of the costs and benefits.15 However, due
to the “bounded rationality” of political agents, efficient institutional change may not
emerge. Knight illustrates the manner in which distributional conflict and power asym-
metries can stimulate the spontaneous formation of social institutions.16 In a similar
vein, Mahoney and Thelen conceive of institutions as distributional instruments with
power implications.17 Echoing Knight’s view, these authors argue that institutions are
open to disparate interpretations and manipulations by different political agents
within and outside organizations, which is a critical component of institutional change.

To best sketch out the landscape of the existing studies on the dynamics for insti-
tutional change, we categorize the main theories into the above four groups.
However, we must note that each category stresses but one aspect of the dynamic
and complicated process of institutional reform; thus, they are not necessarily mutually
exclusive. For example, it is undeniable that structural forces exert influences on the
behaviour of political agents; however, the political agents ultimately make the choice
of institutional change. Kingston and Caballero argue that the design-based theory,
which focuses on the collective action of the political agents and perceives the existence
of punctuated equilibrium, tends to “regard exogenous parameter change as a basic
source of the impetus for institutional change”. They acknowledge that, in most
accounts of evolutionary institutional change, the “ultimate impetus for institutional
change comes from deliberate human actions”.18 Structure-based and agency-based
dynamics for institutional reform are in fact intertwined and intermingled.

Most research on the dynamics of government reform in China, however, has fol-
lowed the voluntarist explanation. China scholars attribute much of the dynamism in
government reform under the PRC regime to power struggles between factions of the
central leadership within the Chinese Communist Party or to interactions between
central and local leaders.19 Local politicians, whose priorities concern promotion
within the nomenclatura, also have an incentive to use participatory reforms to preserve
social stability or facilitate economic performance.20 By championing participatory
reforms, local leaders may hope to stand out amid the fierce inter-governmental and
cross-regional competitions over economic performance.21 Scholars have paid particu-
lar attention to experiments of deliberative democracy at the grassroots level of the
Chinese polity too, primarily deliberative polls and consultation.22

These studies provide keen insights into the macro-level dynamism for institutional
innovation and governance reform. However, they stop short of deciphering the vast
varieties of institutional reforms that are taking place under the same regime framework
and within the same structural and leadership context. Why have participatory insti-
tutional reforms taken such substantially different forms at different locales when
they all operate under the same authoritarian regime and the same political impera-
tives? How can we explain the varied dynamics behind the different forms of insti-
tutional innovation? Is there any connection between the motivations for
institutional reform and the pathways eventually taken by that reform? By studying
three primary pathways for local government reform in the PRC, this article seeks to
provide a new direction in answering these crucial questions.

Chinese pathways of participatory government reform

Given the geographical heterogeneity and intense institutional complexity of China, it is
only natural that most institution-changing innovations of the Chinese party-state
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either started from or were intentionally limited to below the national level. The local
party-state, after all, has mainly played an active role in the reforms.23 As Lynn
T. White argues, “contextual (rather than ideal) and local (rather than collective)
factors are mainly responsible for China’s reforms”.24 In our research, we identify
three major reformist pathways from the various local reformist themes25:

The Representative Pathway focuses on the creation or reinvigoration of representative bodies
that wield de facto (if not de jure) legislative authority (e.g., village councils, community com-
mittees or representative assemblies). Local reforms under this category usually require institu-
tionalised change and involve some degree of reconfiguration of the basic structure of local
politics.

The Transparency Pathway features reform to bring about increased transparency of and/or
public access to governmental information, including policy processes and administrative pro-
cedures. Reforms that take this pathway usually create moderately institutionalised mechanisms
(e.g., e-government and periodic live televised broadcasts of crucial government meetings) that
aim to increase governmental transparency in some fashion.

The Consultative Pathway highlights the expansion of non-institutionalised and informal
forums (e.g., ad-hoc committees, casual town hall meetings, citizen brainstorming sessions or
political consultation meetings) to allow policy consultation with a wider range of citizen par-
ticipants, civic groups or collective actors.

A closer look at this disparate family of local political reform projects reveals significant
divergence in terms of their content, strategies, and goals. Concerning content, these
reforms range from introducing measures to increase government transparency to
the creation or reinvigoration of representative institutions equipped with local legisla-
tive authority. In terms of strategy, although some reforms boldly remove existing insti-
tutions and replace them with new institutional creations (“displacement”), other
reforms introduce new institutions on top of the existing institutions (“layering”). Still
other reforms only change the practices related to existing rules or institutions by attri-
buting new political functions to them (“conversion”).26 As for the goals of these
reforms, despite their congruence in the long-term aims of improving governance and
maintaining political stability, local reformist projects differ significantly in their immedi-
ate or intermediate-term objectives. We study three cases of local participatory reform to
demonstrate the different reformist pathways involved and their main features. The three
local political reforms we examine in this article were carried out under central auspices,
substantiated by the local party-state and with full local volition and discretion. The
central government provided the policy direction for local governance reform;
however, whether the policy is to be adopted and how it is adopted, that is, the forms
of substantiation, initiation, and implementation, are left to the local party-state.27

The documentation of cases in this study is facilitated through mining the data on
the China Core Newspaper Full-text Database, China Academic Journals Full-text
Database, and other online news archives on participatory policymaking in China in
the past two decades. Figure 1 demonstrates the geographical distribution of the
cases of participatory reform we have consulted on this first stage. We eventually cate-
gorized the identified cases of participatory reform into three primary types – partici-
pation through representation, consultation, and transparency – based on the main
institutional features of these reforms and in terms of how citizens participate in
public policymaking in a given locality. This categorization is hinged on the major par-
ticipatory mechanism adopted by the local party-state. It is not based on any pre-
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existing driving force which might have shaped the form of a particular case. The dis-
tinctive features of the pathways are further illustrated in Table 1 and through the deli-
neation of three typical cases in this section.

Qingxian Model: the representative pathway

The central component of the Qingxian Model was the establishment of a new
representative institution to replace the Communist Party’s local branch as the core
decision-making body in village governance. Under this reform, the new representative

Figure 1. The cases of participatory budgeting reform in China.

Table 1. Comparison of the three primary reformist pathways.

Representative
Pathway

Transparency
Pathway Consultative Pathway

Means of Engagement Formal Representation Transparency Regime Ad hoc Deliberative
Consultation

Level of Institutionalization Institutionalized (High) Government-led
(Low)

Semi-institutionalized
(Medium)

Interaction Between
Government and Citizenry

High; two-way Low; one-way High; two-way

Composition of Participants All eligible adult voters The general public Voluntary participants or
invited attendees

Citizen Influence in Policy
Making

Substantial Minimum Medium

Legality, if Measured Against
Current Laws

Strong Medium Weak
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institution, the Village Council, was established by an open and free election by the
villagers, with each elected councillor representing between 10 and 15 households.
The Village Council serves as a “mini-parliament” for the village community and has
the final authority on all budgetary and other public issues. The Village Council
meets on a fixed date each month and is chaired by a member who is elected to that
role at the first plenary session of the term. A special session of the council can be sum-
moned if more than one-third of the councillors so agree. Before each meeting, the
motions to be discussed are distributed to the councillors to allow them time to
prepare for deliberation and debate at the meeting. At the monthly sessions, resolutions
concerning a motion can be raised by any councillor, and a motion must receive two-
thirds of the total votes to pass. The approved resolution is later announced and
implemented. The Village Administrative Committee (that is, the village government)
must also report on its activities at the monthly meetings of the council and comply
with routine monitoring by the council.

Under this reform, an elected representative institution was formally installed and
functions as a legislative body for rural governance. This elected body replaces the dic-
tatorial village party branch, which was appointed from above. All village councillors
are elected via free elections to represent the interests of their respective constituent
households. This reform adopted the “displacement” strategy of institutional change.
The existing party-state institution was replaced by a democratic and representative
structure. By creating a new representative institution at the centre of village govern-
ance, this reform has altered the power configuration at the village level and has
enhanced accountability between the government and the community.

Jiaozuo Model: the transparency pathway

The signature feature of the governance reform in Jiaozuo was transparency. In Jiaozuo,
local participatory political reform has involved the creation of a transparency regime
that discloses all of the government’s key budgetary information to the general public.
This transparency regime has gradually been put into place by the local party-state since
the late 1990s. In 1998, facing rampant corruption at various levels of local government,
the local officials chose to initiate a governance reform with the creation of a so-called
“appointed accountant system” (kuaiji weipai zhi), which centralized the keeping of
accounts in various state agencies and enterprises. A “Financial Information Service
Hall” at the city centre was opened to provide all essential budgetary and other financial
information to the public. In 2005, the municipal government of Jiaozuo issued a docu-
ment that called for the disclosure of all local budgetary information to the general
public. Since then, the local government has made extensive efforts to expand and
enhance the transparency regime. A wide array of channels is used, such as the
online platform “Jiaozuo Finance Portal” and a series of LCD or touch-screen devices
installed in public spaces. The municipal government also broadcasts a local pro-
gramme called “Public Finance and Citizen Life” on giant LED screens set up in the
city centre, in buses and in train stations, to display real-time information about gov-
ernment fiscal budgets and expenditures.

As a local governance reform, this transparency pathway stands out in a number of
respects. The primary component of the reform is to publicize the government’s bud-
getary information to the general public for oversight. After the previous period, in
which budgetary information was normally regarded as confidential or even as a
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“state secret” by both the party-state and the people, this voluntary disclosure of such
information is truly original and salient in China. In a sense, this reformist pathway
adopts the “layering” approach to institutional innovation. A new transparency insti-
tution with novel goals and functions was constructed atop the existing rules and insti-
tutions. The new institution aims to increase the level of government transparency as a
means to enhance the legitimacy of the government, rebuild public trust, and strengthen
citizens’ approval of local state structures.

Wenling Model: the consultative pathway

The government reform in Wenling focused on the creation of informal and ad hoc
citizen forums to foster citizen engagement in the local budgetary process. Since
2003, the Wenling government has organized a series of “citizen consultation meet-
ings”. Consultation meetings are held at the township and village levels to discuss bud-
getary issues relevant to people’s livelihoods – particularly the fiscal plans for public
project investments in the upcoming year. These consultation meetings are co-orga-
nized by the local Communist Party Committee and the government. Anyone who
has special concerns about the budget or any policy issues can voluntarily attend the
meetings. Anyone can raise questions about any item in the budget, and the local
officials are required to give reasonable responses. The proceedings are classified
and submitted to the succeeding Local People’s Congress (LPC) session for further
deliberation, which the general public can attend as observers. Budgetary plans are con-
firmed when a compromise amongst the representatives has been reached. Finally, the
entire LPC votes on the budget, and the approved budget is implemented by the
government.

The consultative pathway features a salient populist approach to the participatory
reform advocated by the local party-state. Under this reform, consultative forums are
held to facilitate public engagement in the budgeting process. Despite the ad hoc
nature of the forums, the voices of the participants are at least affirmed and protected
by this customary political arrangement. During the consultation process, citizens are
given the power to question government officials, and government officials are required
to provide serious and reasonable responses. Through this interactive process, public
opinion is effectively incorporated into public policymaking. This approach to
reform makes use of both the “layering” and “conversion” strategies for institutional
change. The citizen forums are built upon the existing institutions, but unlike many
similar forums, these forums are endowed with institutionalized influence over the
local policy process.

With regard to the diffusion effect of these cases, although the central party-state’s
institutional supply for local participatory political reforms is far from sufficient,
local initiatives and their practices have flourished in China nevertheless. In other
words, although no policy diffusion has been widely and formally advocated by the
party-state’s central leadership, traces of horizontal diffusion (or cross-regional emula-
tion) can be identified. For example, the representative pathway can also be found in
Rizhao, of Shandong, and Xiangfan, of Hubei. In Rizhao, a novel “village representative
system” is created as the decision-making body in village politics; in Xiangfan, the pre-
vious village household representative assembly was formalized and institutionalized as
a mini-legislature for the village community. Similarly, the transparency pathway is
practiced in Guangdong Province, Pudong District of Shanghai, and so on, primarily
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as a mechanism of citizen monitoring of government finance. And the consultative
pathway is also diffused to many localities in China, such as Fu’an in Fujian, Wuxi
in Jiangsu and Yongfu in Guangxi, where ad hoc citizen forums play a central role in
the local public budgeting process.

The main features of the reform diffusion we have observed are in accordance with
the observation of Fewsmith and Zhu and Zhang.28 First, most of the cases are indeed
implemented in “smaller and more out-of-the-way places”.29 In localities where econ-
omic development could not impress their supervising leaders, participatory reform,
with its problem-solving nature, might stand out as a crucial political accomplishment
for the local party bureaucrats. Second, none of the reforms are carried out in places
with extremely high social tensions. The reason is that with the rise of high social
tension, the odds of reform experiments spinning out of political control also increase.
Third, the prototype reforms have a diffusion effect on places with more open-minded
and politically ambitious officials.30 More importantly, political backing is necessary –
the sustainability and diffusion of local participatory reforms depends on the discre-
tional support given by higher-level party-state authorities.31 The diffusion of the
reforms usually could not be accomplished without the consent (at least implicit tolera-
tion) from above.

Context and incentive: the choice of a reformist pathway

The local government reforms undertaken in Qingxian, Jiaozuo, and Wenling reflect
the three main reformist pathways. The representative pathway emphasizes the essen-
tial and substantial power of an elected representative institution that speaks for the
interests of the ordinary village households in public policymaking. The transparency
pathway stresses the creation and operation of a transparency regime through which
the local government publicizes extensive fiscal and budgetary information and
invites monitoring by citizens. The consultative pathway highlights the interactive
process of citizen deliberation through ad hoc policy forums concerning the local bud-
getary process. However, the question remains as to why various local party-states
choose different reformist models when they initiate government reform. Our research
indicates that particular underlying incentives for institutional reforms shape each local
government’s decisions in choosing a specific reformist pathway. In a sense, the
immediate context for local reform, the central problems that the local reform seeks
to solve, and the principal goals of the reform all have important effects on the
manner in which local government reforms are actually carried out.

Representation: resolving fiscal hardship

In Qingxian, the primary drive behind the creation of the representative Village Council
was the depletion of fiscal revenue from village governments since the 1990s. The abol-
ition of agricultural taxes, the termination of local levies and fees, and the privatization
of collectively owned enterprises have deprived village governments of considerable
amounts of revenue. These changes have debilitated the provision of essential public
services to village communities across the county. To raise funds for public services,
village governments have had to resort to voluntary contributions made by individual
households, which necessitates the consent of the taxed. Therefore, the village requires a
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more democratic and representative institution for collective governance based on
financial contributions from individual households.

The drastic change in the revenue base and the consequential financial hardship at
the village level has been caused by China’s political and economic transformation since
the 1990s. Before that transformation, three major sources of revenue supported the
provision of public services at the village level. A small portion of the national agricul-
tural tax was handed down by the central government; local levies and taxes were col-
lected and shared by the township and village governments, and the profits generated by
collectively owned enterprises were shared. Since the 1990s, the forces of marketization
and urbanization have led to an increasing central priority on investment in urban areas
and much less resource expenditure in rural areas. The proportion of funding allocated
to agriculture by the central government budget dropped from around 10% in 1990 to
around 7% in 2006. In addition, a sizable portion of the remaining central funds have
been deducted by various levels of government via a multi-layered distribution process,
leaving little to the village governments.

The elimination of the two other important revenue bases (local levies or fees and
agricultural taxes) has further deteriorated the fiscal condition of village governments.
Local levies, rents, and taxes used to be collected through coercive means, which led to
interminable popular resistance in the countryside. Deeming such extractions to be
harmful to the regime’s sociopolitical stability, the central leadership of the party-
state first decided to launch a campaign against excessive levies and fees. The
revenue from the agricultural tax had also been crucial for funding public services in
the villages (Figure 2); however, after this tax reform in Hebei province (where Qingxian
is located), the average tax burden per capita was reduced to 10.3 yuan in 2005, a 67.3%
decrease from the burden in 2004.32

The third significant revenue base – profits from collectively owned village enter-
prises – also shrank due to marketization and the privatization of those businesses.
Since the 1990s, with the market transition in full swing, enterprises previously

Figure 2. Agricultural tax revenue and public investment in villages of Qingxian.
Source: Qingxian difangzhi bianzuan wenyuan hui. 2012 Qingxian zhi (1978–2008) Qingxian Gazetteer
(1978–2008)). Beijing: Jiuzhou chubanshe: 592–595.
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owned by the village collectives were sold to private owners and “marketised”. Figures
from the Yearbook of China’s Township and Village Enterprises (1997–2005) demon-
strate a drastic decline in collectively owned township and village enterprises in
Hebei, both in numbers and in the percentage of local enterprises (Figure 3). The pro-
portion of collectively owned enterprises amongst all businesses plummeted from 14.4%
to 1% between 1996 and 2004. This transformation has left village governments unable
to continue extracting revenue from companies after they have been privatized.

The loss of all three major revenue sources resulted in a shortage of public funding
for the provision of public services, leading to a governance crisis at the lowest level of
the Chinese polity. Faced with this significant financial depletion, the local state had to
seek a more feasible and modern alternative – taxation by consent. This demand makes
it essential to have a standing legislative agency to speak for these taxpayers’ interests
and a series of rules to regulate the process of obtaining popular consent. The Village
Council installed in Qingxian institutionalizes the democratic decision-making
process, which to a great extent facilitates consensus formation and fund collection.

Transparency: restoring public trust

The main thrust of reform in Jiaozuo was the establishment of a transparency regime
that discloses all of the local government’s key fiscal and budgetary information to
the general public. The major driving force behind this reform was epidemic corruption
at various levels of the government and amongst state-owned enterprises. This problem
had severely tarnished the image of and undermined public trust in the local party-state.
During the seventh and the eighth five-year plans (of 1986–1990 and 1991–1995), Jiao-
zuo’s economy boomed due to the increasing state focus on industrial development.
This record-breaking economic growth, however, was accompanied by rampant and
endemic corruption within the public sector.

Figure 3. Percentage of collectively owned TVEs among all enterprises of Hebei.
Source: Zhongguo xiangzhen qiye nianjian bianji weiyuanhui, Zhongguo xiangzhen qiye nianjian (1997–2005)
(Yearbook of China’s Township and Village Enterprises, 1997–2005) Zhongguo xianzhen qiye nianjian bianji weiyuan-
hui. Beijing: China Agricultural Press, 2005.
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Two major sources of corruption were prominent. The first source was the proble-
matic “private coffers”, through which the local party-state agencies hide their extra-
budgetary funds from monitoring. The second source was the so-called “second allo-
cation” scheme. Since the public funds were divided into blocks corresponding to port-
folios and were subject to the local agencies’ further distribution, lower-ranking officials
had a strong incentive to bribe their superiors to obtain a favourable share of the
“second allocation”.33

Given this inefficient and loosely monitored financial arrangement, corruption and
mismanagement of public funds was pervasive in Jiaozuo in the 1990s. The annual
inspection and auditing organized by the municipal government shows that the
amount of mismanaged public funds rose from 17.72 million yuan in 1987 to 44.15
million yuan in 1997.34 Corruption penetrated even into the lowest level of the
party-state. In a well-known corruption case, a local village leader was charged with
appropriating 106,000 yuan of public funds for homestead planning and embezzling
350,000 yuan after selling a former state-owned enterprise at a low price.35

Rampant corruption in the public sector gave rise to public dissatisfaction with and dis-
approval of the local party-state. In the 1990s, itwas reported that approximately 70%of the
letters and visits (xinfang, or forms of citizen petitions and complaints) to the Jiaozuo
municipal government concerned the mismanagement of local finance accounts or collec-
tive funds. To enhance the government’s legitimacy and rebuild its credibility, the local
party-state in Jiaozuo chose the transparency pathway for its government reform.36

Using a wide range of means, the Jiaozuo municipal government has striven to make the
previously secret information on public finances open and public. This large-scale,
ongoing effort to publicize andbroadcast key fiscal information about the local government
plays an important role in fighting corruption. On the one hand, the new transparency
regime has given both access and opportunity to members of society to participate in
the entire budgeting process at the local level. On the other hand, the creation of such a
transparency regime also demonstrates the government’s determination to construct a
clean public financial system, to deter official corruption, and to enhance public trust.

Consultation: pacifying social tension

In Wenling, the core element of the reformed governance structure is the operation of
ad hoc civic forums to foster public deliberation and consultation on budgetary issues.
Unlike the other two pathways described above, the incentive for this reform was the
need to address rising social tension due to privatization and urbanization. As an afflu-
ent coastal city in southeast China, Wenling has been developing its market economy
since the 1980s. The growth of the private economy has led to the rapid diversification
of social interests and the consequent rise of conflicts between the government and citi-
zens and between private entrepreneurs and their employees. Business owners have fre-
quently failed to deliver on their promises of higher wages and better workplace
conditions. The workers have become increasingly active in fighting for their funda-
mental labour demands and have launched strikes over poor wages and delays in
payment. In addition, business owners and their employees have especially disagreed
on the priorities for allocation of public funding. Entrepreneurs have urged the local
government to invest more to assist the development of local industry, and labour
has demanded that more public funds be spent on the provision of social welfare
and the betterment of labour conditions.37
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Urbanization is another major source of social tension in Wenling, and two major
problems have arisen from the drive for urbanization. First, the government’s efforts
to construct development zones and industrial parks to boost the local economy have
inevitably involved the acquisition of farmland. Lower-level governments at the town-
ship level have often expropriated the land by force with insufficient compensation to
the farmers. In some cases, the farmers and the government have had conflicting views
concerning the location of development zones and industrial parks. Second, urbaniz-
ation has involved a number of public projects that require large sums of money
(millions or tens of millions of yuan) and that have long-lasting effects on the commu-
nity. These urban development projects draw a great deal of attention from the local
citizenry, who have grown more insistent concerning their participation in making
decisions regarding projects that will affect their daily lives.38

To deal with such challenges generated by privatization and urbanization, the city of
Wenling launched a citizen forum. This forum process serves to bridge the gap between
the government and citizens and to channel voices from both sides toward addressing
the city’s community-related grievances, conflicts, and problems. Rapid industrializ-
ation and urbanization have engendered a clash of public interests and have led to
unequal distribution and community disorder. By bringing together the government
and people in a setting of dialogue, the consultation meetings have become a felicitous
means of coordinating a diverse range of social interests. The forum process has helped
the city avoid serious mistakes in policymaking and has pacified social tensions.

Incentive-contingent: variations of institutional innovation

As they face various financial, political, and social pressures, autocratic regimes require
constant institutional innovation to increase the level of citizen engagement, improve
the quality of governance, enhance the strength of regime legitimacy and, ultimately,
maintain the regime’s grip on power. The case studies presented in this article demon-
strate that experiments with government reform at the grassroots level in the PRC
present a diverse and colourful landscape. But what specific factors shape these local
governments’ choices for specific reformist pathways when the need for institutional
innovation becomes urgent?

Figure 4 presents an incentive-contingent framework with which we seek to explain
the choice of pathways for political reforms below the national level under the PRC
regime. This framework suggests that a local government’s adoption of a specific
pathway in its reformist project is contingent upon the primary driving incentive at
that locality. In other words, in facing different sociopolitical crises, the local party-
state’s choice of a reform pathway corresponds to the particular issues at hand in its
area of governance. Rather than trying to illustrate how a particular driving force
sparks off a certain type of participatory reform at a given locality, we seek to suggest
a new perspective to make sense of the variance of local participatory reforms under
authoritarianism. Hence, in this article, instead of attempting to establish specific
pairs of causal relationship or identifying particular incentives that have given birth
to certain local institutional reforms, we mainly point out a novel direction to
explain the variation of local reformist pathways, utilizing what we have termed the
“incentive-contingent” framework. This is the main contribution of this article to the
scholarly understanding of the variation in local experimentation of limited participa-
tory democracy under authoritarian political systems like that of China.
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At the outset of their respective government reforms, the three governments con-
sidered in this article were confronted by substantially different crises. Fiscal depletion
was the top concern in Qingxian, and the adoption of a formal representative institution
served to facilitate voluntary taxation as the new financial resource for local governance.
In Jiaozuo, grave public distrust as a result of corruption was the most salient issue, and
the creation of a regime with budgetary transparency enabled the reconstitution of gov-
ernmental credibility by means of real-time, complete, and comprehensive disclosure of
fiscal and budgetary information to the general public. In Wenling, the conflict and
unrest generated by the newly mobilized social forces of marketization and privatization
were the most threatening challenge to the local government. The introduction of
citizen forums provided an effective platform for all concerned participants to deliber-
ate and bargain on crucial policy issues. Therefore, the variation in local reformist path-
ways is both incentive-contingent and context-dependent. The type of reformist
pathway adopted by a local government is, by and large, shaped by the sociopolitical
context and by the primary incentive that necessitates reform in the first place.

In Figure 4, Qingxian’s participatory reform follows the representative pathway (Pr),
which highlights the creation of a representative institution that aimed to solve the
urgent financial drain at the village level. The new representative body – the Village
Council – is the institutional innovation designed by the local party-state to increase
citizen engagement and facilitate consent for community-level taxation. The local
financial crisis, which was triggered by political and economic transformation in the
post-Deng era, deprived the village governments in Qingxian of their financial base
and their ability to provide public services. To find alternate sources of revenue, the
party cadres had no alternative but to adopt voluntary taxation, which required a repre-
sentative institution for collective decision-making and formation of consent. There is
little doubt that this approach to reform facilitates the streamlining of policy processes
and improves the quality of governance.

In Jiaozuo, the main drive behind the creation of a transparency regime (Pt) has been
the pressing call from both the citizenry and the local party-state to fight rampant cor-
ruption and enhance accountability. A transparency programme can be highly useful in
reducing corruption on three fronts. First, the transparency of fiscal information makes
it easier to detect cases of corruption because detailed data on government transactions
and spending are exposed.39 The more transparent the budget, the more galling it is for

Figure 4. The incentive-contingent reform framework.
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the cadres to distort information and the easier it is for corrupt officials to be caught.
Second, the disclosure of budget information renders decision-making traceable. The
various channels through which fiscal information is displayed make it possible to
keep track of the government’s decision-making process. Because it is more likely
that “wrongdoers” will be exposed, officials tend to behave properly out of fear of
any potential embarrassment if they are detected engaging in corruption. Third, the
transparency initiatives can also help department superiors to supervise the activities
of subordinate officials and strengthen the effectiveness of internal control over poten-
tial corruption.40

The consultative pathway (Pc) for government reform in Wenling has been driven
by the local government’s desire to pacify social tensions and safeguard sociopolitical
stability. Informal and ad hoc consultation forums have become the most feasible
and least confrontational method of conducting citizen deliberation under the
context of China’s regime. Rapid industrialization and urbanization have produced
conflicting interests, unequal distribution of resources, and community disorder. The
consultation meetings on budgets have brought the government staff and local
people together in a deliberative setting, which has become a useful approach for
addressing grievances, coordinating interests, and forging compromises. Citizen con-
sultation may help to pacify social tensions in at least two ways. First, it strengthens
the legitimacy of policymaking and facilitates the formation of public opinion and con-
sensus.41 Second, consultative deliberation provides a venue for the reconciliation of
plural interests to obtain consensus on public policy implementation.42

It should be noted that the policy and political space is constantly sufficiently
available for institutional innovation across various local governments in China.
However, due to the authoritarian accountability system in China, where one offi-
cial’s power is purely granted from above and he or she is only accountable to
their immediate superior, the space for innovation is constrained to the extent that
the power base of that official’s immediate supervisor may not be harmed.43 There-
fore, the space is contextually contingent in the sense that the actual size of the space
for innovation depends on the scale, severity, and urgency of the crisis faced by the
local party-state. All of these factors shape the local leaders’ eventual choice of a par-
ticular mechanism for reform. The more prominent, severe, and urgent the crisis, the
greater the space for institutional innovation. During the process of reform, once the
supreme leader feels that further institutional change might threaten the Communist
Party’s ruling power, local reforms are immediately suspended or circumvented.
Therefore, the space for innovation functions as a bridge to connecting the exogen-
ous crisis on the one end and the form and extent of institutional change on the
other.

Conclusion

Many authoritarian regimes and hegemonic political parties attempt to use adaptive insti-
tutional innovations to maintain their grip on power. By cautiously opening up the
political space within the ancien régime, autocratic rulers – more or less successfully –
seek to extend the time horizon of their rule. However, in terms of institutional
reforms under authoritarian regimes, two questions remain understudied. First, what
major pathways or models of institutional reform do autocratic rulers use when the
need for political reform arises? Second, as they face pressure for institutional change,
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what accounts for the authoritarian leaders’ eventual choices of particular reformist path-
ways rather than the alternatives?

Post-Deng China provides an ideal natural laboratory in which to explore these
issues. Reform in China since 1978 has involved a growing imbalance between an
authoritarian polity and a variety of gradually liberalized socio-economic spaces. The
problems triggered by the mismatch between political and economic regimes have
caused serious crises of governance that have undermined both the legitimacy and
the capacity of the party-state, especially at the local level. In response to these profound
challenges, a vast set of institutional reforms has been implemented at the local level. By
studying three major local approaches to reform of the public budgeting process, we
provide a systematic empirical study of the forces for change and the repertoire of sol-
utions that have shaped authoritarian political reform in the PRC. This survey sheds
light on the dynamism, process, and effects of institutional evolution under the
Chinese communist regime.

The existing literature on the dynamics for institutional change, as we reviewed at
the outset of this article, has mainly discussed four facets of the process: external
shock, internal incentives, the synchronized internal and external environment, and
the agency of collective political actors. However, not a single explanatory theoretical
framework best addresses the complexity of the dynamic process of institutional inno-
vation under the Chinese authoritarian regime. The “incentive-contingent” framework
that we suggest in this article demonstrates the importance of the agency of powerful
political elites in managing crises as the shaping force behind institutional reforms.
The most urgent problem that must be addressed in their dealings with potential
crises and the primary objective they must achieve shape the ruling elites’ decision as
to what institution to choose and how to use the institution to weather the crisis.

Our finding of the incentives for institutional innovation and policymaking is also in
line with that of Heilmann and Perry and demonstrates “guerrilla-style policymaking” –
a process of continual experimentation, transformation, and ad hoc arrangement that
prioritizes fluidity and flexibility – as the mechanism that connects the structure-
based and agency-based incentives and factors in the reform of political institutions
in the PRC.44 The heavy influence of China’s revolutionary legacies on its institutional
reform is also reflected in the continuation between the reformist pathways and the
party’s long-term tradition – the “mass line”. As argued by Blecher, the mass line is
“a way of resolving conflict by attempting to define or create collective agreement”,
and it is intended “to reveal to the masses their common interests and underlying
unity”.45 Thornton suggests, “[w]hereas the mass mobilization of the Mao era aimed
to impose a new socialist order and to rectify the cadre ranks”, mobilized citizen par-
ticipation during the post-Mao era serves as “a mechanism for achieving…more effi-
cient and more effective technocratic policy outcomes”.46

Government reform and institutional innovation are important aspects of authori-
tarian politics. The local participatory reforms and their themes (of electoral represen-
tation, governmental transparency, and deliberative consultation), in a sense,
demonstrate the three main aspects and potential directions of local government
reforms under the incumbent Chinese authoritarian regime.47 Together, the cases
investigated in this article illustrate a strong utilitarian rationale. The creation of
formal representative institutions, the opening up of consultative space and the adop-
tion of transparency regimes are all implemented as instruments for an authoritarian
regime to solve its most urgent and most threatening problems in governance. This
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problem-solving nature of the institutional innovations under authoritarianism strips
away any idealistic or value-based meaning of these reforms – they are not inklings
of democracy, but medications to remedy and save authoritarian governance.
However, this problem-solving nature of participatory reform also shows how the par-
ticular governance problems to be solved shape the choices of one reformist pathway
over the alternatives. The incentive-contingent feature of participatory government
reforms in the PRC should not be overlooked.
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