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Administrative Subcontract
ZHOU Li-An

Abstract; This paper attempts to demonstrate the significance, relevance and
implications of “administrative subcontract” as an analytical framework to
understand China’s intergovernmental relations, bureaucratic incentives, and
administrative governance. As an ideal type. administrative subcontract refers
to a subcontracting relation inside the government system, represent a hybrid
governance structure between bureaucracy in a Weberian sense and pure
subcontract which occurs among independent entities without any hierarchical
relations. Administrative subcontract exhibits a coherent and consistent set of
characteristics along the dimensions of authority relations, economic

incentives, and internal control. With respect to authority relations,
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administrative subcontract features an allocation of authority between the
principal and agent where the principal has the formal authority and residual
control rights (such as the authority to appoint/remove, supervise and monitor
subcontractors and the option to intervene when necessary) , and the agent, by
way of subcontracting. enjoys considerable discretion and de facto power to do
things in his own way. Under the administrative subcontract regime, the agent
is a residual claimant over the budget money or revenues either collected
through service-provision or allocated by the principal. In terms of internal
control, the administrative subcontract is outcome-oriented rather than
procedure/process-oriented. 1 argue that these three dimensions are
complementary and mutually supportive, and tend to commove if the system
encounters systematic shocks. This new framework helps us pin down the key
and durable features of China’s intergovernmental relations and administrative
governance. The notion of administrative subcontract enables us to reinterpret
many puzzling observations and patterns regarding the workings of China’s
government system and to bring some important and yet long understudied
issues to our attention. I will also combine the theory of administrative
subcontract with that of political tournaments to extend our analysis of China’s
political incentives and governance. From the viewpoint of vertical
subcontracting and horizontal (political) competition inside the government
system, I attempt to explain the strength and weakness of China’ s state
capacity in various areas of public services.

Keywords: administrative subcontract, government governance, bureaucracy,

political tournament

30

. M
(Qian and Xu,1993), s s
M , U 0



s (Qian and Weingast, 1997; Jin, Qian and

Weingast,2005) “ ? )
o (1998) .
B , (2004,2007)
o ) (2008) “ 7 )
“ ” 1
i o (Landry,2008)
(Xu,2011) ,
o (2011) * — ? s
o (2011)
I 9 02
( )
. , ( N
) . )
1. R (2012) “ ”
2. ¢ ” o (2007)



* 2014 -6

. (1998) “ 7

“ ”

( 92012;Li7€f al.,2012)o D)
(1998) ,

(Landry,2008) (Xu, 2011)
, 0 (2008)

“ ” . ,2000
, . 2008



(

,2008) ,

’
“ ”»
N N
’
’
“
’ o
9
’
’
’
)
“
’
(2013) o

N

b
b
20
b
21993,



+ 2014 + 6

” o« ”

M
( ,2004,2007) ,

(employment relations) ,

b

(2008) N (2012)

“ ”»

o

(subcontracting)

(Coase, 1937 ; Williamson, 1975, 1985 ; Grossman and Hart, 1986 ; Hart

and Moore,1990),

(Holmstrom and Milgrom,1994)

o

(incentive contract)

““ ” “

b

“ »

(asset ownership) .

(task assignment)



(Moe,1990) ; ,

H ’

)
(2008)

5. (Williamson, 1999)
(incentive intensity) . (administrative control) (contract law regime) .

’ N



+ 2014 + 6

(Holmstrom and Milgrom,1994)

b

7
b
b
b
( )
b
b

b

6. (2008)
7. ”(high-powered incentives)

’

’



o
, ( .
b
o
b b
. o
”» “ ”
b b
b
b
b
b
b b
.
o
b
“ ” “ ”»
“ ”»
b
(hybrid form) ,
b .
’
o ’
b
o b
b
o b
b
(
“
, _
N
g “ 5

,2008),



+ 2014 + 6

” 9

b b

BERAN R SRS HELREN, FF L,
MR IE T UL BEET . EERERAEFAT K
FRALHEE GRILRT, BEEFRLEFT-AHE b
FrEN—BEsh A “RE”, AR THERGHEH . 3T
TROFXBIRREGOBUNL P ERFZ, mEE W LR BE
Fe B ERART, EX ST, TAA R ER>HHHE A
Rk, BEHEREASTZE, ( ,2008:18)

b b

( )’ b

( ,1997; ,2011; ,2013), ,

e« 10 -



2012),

)

(2003)

(2012),

”( ,2002; ,2013),

’ b

,2002) (1995)

”»

o« 11 -



+ 2014 + 6

o A 9 b
o ’
¢
s (‘ ”»
b
9 o °
N
“ » (
’
1) o
20 80 s
o ~
N (
1998; . ,2009),
’
“
b b
“ ”» “ ”»
o b
“
b b
, “ ”( ,2012),
’ o
“ ”
2008 ,
“ ”» “ ”
o
o
b b
“ ”» “
~ :
” ““ ” ““ ”
’ o
o
’ ’
173
b
”» “ ”
’ o
11. “ ”» R .
1984 “ ”

64



9 o o
“ ”
o 20 80 1993
”» “
b
1994 “ ” .
9
“ ”»
’ o
°
b
b b
: (
) 12
“ ”»
b b
13
b
9 o
b b
o s
b A} o
b
12. s . * ” ,
* 7( +2005), .
2 000 s , 80 5 s
C Co
7.4 »,2014—05—19),
13. s “ 7,
s ( .2008)

- 13



* 2014 -6

“ 7o ” (decentralization) s
( )
, M
(Chandler, 1966 ; Williamson,1975,1985) , (Qian and
Xu,1993) M s
U o , M ,
M
. M
, \ (Williamson, 1985) ,
M ( )

e 14 o



o s (2010)

“ ”»
o b
b
b
b
(Qian and Weingast,1997)
b
“
b
’
b
b
14
o b
b
“
b ’
15
b
b
b b
b
»
14. ,
15. . 1993—2001

80 % (Greenwood , Pyper and Wilson,2002:106) ,

20

1980—1993

90

o &

15



* 2014 -6

“

”(inter-state trade)

16
30 20—30% .
( 50—60%) . R
2008) , ,
( ) ,
16 20 80

2014 2 26 ,

,2004



20 80 s

’

)

b ’

18
(2008 7 ) N (2012)

( “ ”y “ ”
“ ”» “ ”
’
17. , (
) o
( ,2010),
( ‘ » oo« "y
18. B
« ¢ )



+ 2014 + 6

) ( ) )
( )
) N
b ’
b b
b b b
b o
b
“ ”
. ) (
) s (
) )
( ) (multi-principals)
(multitasking agency) ,
b
o ( ) ;
b b
Y
b b o
b b
( .
. ) (
) (

19.

. 18 -

),



(Williamson, 1975,1985)

N (2012)

20.

(Hart, Shleifer and Vishny,1997)

e 19



+ 2014 + 6

21.

22.

21



2013); .

24

23. ,
24.

80

) (

21 -



+ 2014 + 6

(multitasking)

.25

(low-powered incentives)
b

(Tirole,1994),

’

(high-powered incentives)



,2008)

27

’

26.
27.

(2013)

26



+ 2014 + 6

28.

24 -



20 90

N . 20 90 R
29
13 L1
A Y
, “ ” ( ,2004,
2007;L1 and ZhOU72005; 92005), ’
“ » o« ” ( ,2008),
, 2X2 ( D,

29. , o ,

e 25



* 2014 -6

AR

BT RS

ik

FREI%. 4. v,
| ERE. KEER.
RIEFAT B

By, 8H. TR,
HLREE, BfhZEe,
KIRAVE, ZaWE

i

EHpy. 432, ERHIT.
FKAEI R, Bk
MIRIR

30.

,1998
31.

.« 26 o

(2008) ,

”

1998



’
032
( ) s
’
”
32.
, (
2004) ,

’
’
9
°
~ ~ ~
~ ~
’
“ T
’
” “ ”
7 ’
’
’
,2008),
’ ’
s

”

) (

27



+ 2014 + 6

( .GDP

33. « s

(Besley and Persson,2011),

’
o
b
o
b
”»
33
b
o
~
9

),



20 ,

”»

”

29



* 2014 -6

) ) GDP “

. 2000

o s 2000

“ R ”o . 2011
48 o

34.
o GDP , s (

e« 30 -



b
b o
b
o 9
o
b
, ( )
o
b b
(G , ) ,
b b b
““ »
b o
b b
b A
’ o

b o
, R (b‘
”) “
o b
35. s s : (2012)
(2012),



7 ( )
) (
)
° : ’
“ ”( ) “ 2] (
) , “ 9 “ 9 ,
5 ’ ’ ’
“ 9
’
’ ’ ’ ’
( ) ( ) )
’
° N

(state capacity)

(Migdal, 1988 ; Evans, 1995 ; Kohli, 2004) , s
(Besley and Persson,2011),

7o« ”(Frye and Shleifer,1997; Zhang, 2006 ; ,2002)
. GDP “ ”
( b ) 9
( ) GDP

e 32 .



b
« ”
’
«“ ” 36
« ”» “ ”
’ ’ o
“ ” 37
’ ’ °
. ’
“ ”
“ ” “
’
”
’
GDP “ ”
’
’ N °
, (leadership)
b Y
«“ ”» “ ”
.
38
“ ”
b
( “
» o« ”y
o ’ .
, (
) “« ”
s . .
’
36. , ’
7( 2 ¢ »,2013 12 13 ),
37. ;“ 7. »,2006 10 ;%6000 ¢ 7,
7o »,2011 4 29 ¢
57 . ,2013 8 5

38.

(Lu,Xia and Xia0,2014) .



* 2014 -6

(2012)
( ,2009),
o (political selection)
(Besley,2005) ,
(
. (
, 1956
. 1958
( ,2009) “
,1958
M 20 50

o« 34 .

M

,2007)

b

”»

,2012)



N

’

o . (201D

(Eberhardt,Wang and Yu,2014) ;

90 % , ,



* 2014 -6

(References)
.2011. [7]. (1) :1—40.
.2013.
[D].
\Hillman, . 2002.
[J]. ( )(4):111—130.
. 1995. .1900—1942 (M. :
.2012. [G1//
. ~ ’ .33770.
. 2008. [M]. .
.2001. (M.
.2011. : [M]. :
. 2002 [M].
. 2010, ¢ oo ” M.
. 2003, [M].
. . .1998.
(M. :
.2012. 7 [J1.
164—193.
. .1997. [J].
( ):45—68.
. 2009. (1.
61—92.
.1993. [M].
.2013. — (11
(1):137—150.
. 2003, .18 [M].
.2007. ( M.
. 2009. [7]. (3):54—177.
. 2004.
(1. (6):33—140.
. 2007. [1]. (7):36—50.
. 2008. M.
. . 2005,
(. (1):83—96.
. . . .2012. [D].
. 2011.

36 ¢

32(2):

(2):

0l



(3):15—26.

. L2012, : [G1//
. N s : :97—178.

. 2005, [yl (2):
132—143.

. 2008, “ " LI
(6)1721

. 2011. : Ul 10)
67—85.

. 2012, : L. (9):
105—125.

.2013. ¢ 7 : [D]. .

. . 2012. : “ ” L. (5):
69—93.

Besley, Timothy. 2005. “Political Selection. ” Journal of Economic Perspectives 19(3) :

43—60.

Besley, Timothy and Torsten Persson. 2011. Pillars of Prosperity: The Political
Economics of Development Clusters. Princeton:Princeton University Press.

Chandler,Alfred D. .Jr. 1962. Strategy and Structure: Chapters in the History of the
American Industrial Enterprise. Massachusetts: The MIT Press.

Coase,Ronald. 1937. “The Nature of the Firm.” Economica 4(16) :386—405.

Eberhardt,Markus,Zheng Wang.and Zhihong Yu. 2014. “From One to Many Central Plans:
Drug Advertising Inspections and Intra-National Protectionism in China.” SSRN
Working Paper.

Evans, Peter. 1995. Embedded Autonomy: State and Industrial Transformation.
Princeton: Princeton University Press.

Frye, Timothy and Andrei Shleifer. 1997. “The Invisible Hand and the Grabbing Hand.”
American Economic Review 87(2) :354—358.

Greenwood, John Robert Pyper and David Wilson. 2002. New Public Administration in
Britain (3rd Edition). London:Routledge.

Grossman.Sanford J. and Oliver D. Hart. 1986. “The Costs and Benefits of Ownership: A
Theory of Vertical Lateral Integration.” Journal of Political Economy 94 (4).
691—719.

Hart,Oliver and John Moore. 1990. “Property Rights and the Nature of the Firm.”
Journal of Political Economy 98(6):1119—1158.

Hart,Oliver,Andrei Shleifer,and Robert Vishny. 1997. “The Proper Scope of Government:
Theory and an Application to Prisons. ” Quarterly Journal of Economics 112(4) .
1127—1161.

Holmstrom, Bengt and Paul Milgrom. 1994. “The Firm as an Incentive System. ” American
Economic Review 84(4):972—991.

Jin,Hehui. , Yingyi Qian, and Barry R. Weingast. 2005. “Regional Decentralization and
Fiscal Incentives: Federalism, Chinese Style. ” Journal of Public Economics 89(9—
10):1719—1742.

Kohli, Atul. 2004. State-Directed Development . Political Power and Industrialization
in the Global Periphery. Cambridge:Cambridge University Press.

Landry, Pierre F. 2008. Decentralized Authoritarianism in China: The Communist
Party’ s Control of Local Elites in the Post-Mao Era. New York: Cambridge
University Press.



* 2014 -6

Li,Hongbin and Li-An Zhou. 2005. “Political Turnover and Economic Performance: The
Incentive Role of Personnel Control in China. ” Journal of Public Economics 89(9—
10).1743—1762.

Lu, Ming, Lijun Xia, and Jinchuan Xiao. 2013. “Where Is Pro-social Leadership from
Provincial Leaders’ Liberal Arts Education and Fiscal Expenditure Structure in
China. "Working paper.

Li,Xing,Chong Liu,Xi Weng,and Li-An Zhou. 2012. “Political Competition at a Multilayer
Hierarchy:Evidence from China. ”In The Chinese Economy : A New Transition ,JEA
Conference Volume No. 150-1V, edtied by Masahiko Aoki and Jinglian Wu. Basing
Stroke ; Palgrave Macmillan.

Migdal, Joel. 1988. Strong Societies and Weak States : State Society Relations and State
Capabilities in the Third World. Princeton,N. J. : Princeton University Press.
Moe., Terry. 1990. “ The Politics of Structural Choice: Toward a Theory of Public
Bureaucracy. ”In Organizational Theory from Chester Bernard to the Present,

edited by Oliver Williamson. Oxford: Oxford University Press:116—153.

Montinola, Garbriella, Yingyi. Qian,and Barry R. Weingast. 1995. “Federalism, Chinese
Style: The Political Basis for Economic Success in China. ” World Politics 48 (1) .
50—81.

Qian, Yingyi and Barry R. Weingast. 1997. “Federalism as a Commitment to Market
Incentives. ” Journal of Economic Perspectives 11(4):83—92.

Qian,Yingyi and Chenggang Xu. 1993. “Why China’ s Economic Reforms Differ: The M-
Form Hierarchy and Entry/Expansion of the Non-State Sector.” The Economics of
Transition 1(2):135—170.

Tirole,Jean. 1994. “The Internal Organization of Government. ” Oxford Economic Papers
46(1) . 1—29.

Williamson, Oliver E. 1975. Markets and Hierarchies: Analysis and Antitrust
Implications. New York:The Free Press.

Williamson, Oliver E. 1985. The Economic Institutions of Capitalism: Firms,
Markets,and Relational Contracting. New York:The Free Press.

Williamson, Oliver E. 1999. “ Public and Private Bureaucracies: A Transaction Cost
Economics Perspectives. ” Journal of Law, Economics & Organization 15 (1)
306 —342.

Xu, Chenggang. 2011. “ The Fundamental Institutions of China’ s Reforms and
Development. ” Journal of Economic Literature 49(4):1076—1151.

Zhang, Xiaobo. 2006. “ Fiscal Decentralization and Political Centralization in China:
Implications for Growth and Inequality. ” Journal of Com parative Economics 34
(4):713—726.



