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Bureaucratic Politics and Labour Policy
in China
Thomas E REMINGTON

Historical institutionalism has demonstrated the value of close analysis of
policymaking to illuminate the relationship between institutional change and policy
outcomes. This article emphasises the importance of the institutional setting in
which state agencies in an authoritarian regime shape the agenda for choice, resolve
disagreements and implement decisions. It outlines a model of policymaking and
policy implementation in the sphere of labour relations in China by examining
these three issue areas: enforcement of labour contract legislation, technical and
vocational education and training (TVET) and pension reform. In all three,
policymaking reflects the interaction of state entities, with minimal participation by
non-state actors. However, in China, more than in other post-communist countries,
political authority is dispersed across state bodies with overlapping responsibilities
and levels of the administrative hierarchy. As a result, new policy initiatives tend to
be “layered” on top of older ones rather than displacing them, and implementation
tends to be hampered by jurisdictional competition and diverging bureaucratic
policy preferences. This pattern helps account for the pattern of incremental change
and weak implementation.

REGIME INSTITUTIONS AND POLICY PROCESSES

Historical institutionalism has demonstrated the value of close analysis of policymaking
to illuminate the relationship between institutional change and policy outcomes. To
date, the bulk of this research has focused on advanced industrial democracies.! Studies
of authoritarian regimes often fall back on simplistic explanations of policy choices,
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such as “selectorate” theories.” Yet scholars have shown that, in common with their
democratic counterparts, authoritarian rulers engage in coalition-building and power-
sharing, make concessions to retain and build power, and employ formal institutions
such as parties and legislatures to co-opt rivals.’ It follows that, just as an overemphasis
on electoral contests in democracies can obscure the real play of power and interest
that shapes actual policy outcomes,” the reductionist models of power-maximising
behaviour in authoritarian regimes may also obscure the underlying distribution of
power and interest that affects institutional change.

This article emphasises the importance of the institutional setting in which state
agencies shape the agenda for choice, resolve disagreements, and implement decisions.
It illustrates this approach by focusing on three policy issues in the sphere of labour
relations. A notable feature of China’s institutional framework is the degree to which
policymaking authority is dispersed across state agencies and between central and
subcentral levels of government. In China, political authority is relatively decentralised.
This fact, I will argue, affects the path of institutional reform. In particular, it helps
account for the often-observed tendency for incrementalism in policymaking and weak
policy implementation.’

THE BUREAUCRATIC POLITICS MODEL OF POLICYMAKING

In this section I spell out my model of the policy process in bureaucratic-authoritarian
states. The model is drawn from the literature on policymaking in the Soviet Union,
China and contemporary Russia.® It also builds on the case literature about social
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policy reform in Russia and China.”

The following are the four assumptions I make about the institutional framework
for policymaking.

First, policy decisions depend on the alignments of top leaders with policy-
interested state power centres, which are above all bureaucratic units within the state.
In some cases, the government may recognise major business associations as legitimate
stakeholders. Actors take positions on policy issues based on the anticipated effects of
policy alternatives for their interests. Coalitions of bureaucratic actors may line up on
different sides of a given issue. On economic and social issues, one bloc, for example,
may align around the principle that the top policy priority is to maximise economic
growth by reducing labour costs. A rival bloc may form around the goal of increasing
income security for the population. Such alignments reduce the dimensionality of
particular issues to competition between “liberal” (pro-market) and “social” (pro-
redistribution) positions. Agencies possess resources—e.g. their bureaucratic rank,
specialised knowledge and jurisdictional rights—for influencing outcomes. They may
also have informal resources, such as personal access to the top leader. The top leader
can reshape the bureaucratic environment that structures the decision process, and
may, for example, create special working groups or “leadership small groups” to work
out a consensus on a contentious issue. The top leader might also dissolve an agency
or merge it into a new one, reassign responsibility for managing an issue, or create a
“super-agency” to ride herd on multiple competing agencies. The top leader chooses
how much political capital to expend in advocating for a particular position on a given
issue, and in weighing the costs and benefits of fighting to achieve his or her goals on
it, among multiple other issues on the agenda.

Second, the agenda is broad and multidimensional. Different issues involve
different sets of agencies. An authoritarian regime managing an emerging market
economy has a particularly wide agenda, because the state is heavily involved in
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economic and social processes without necessarily being able to control them fully.
Responsibility for managing issues is parcelled out among multiple state units, some
specialise around functional responsibilities and others in general policymaking
authority. However, no unit has exclusive control over the given domain. Each major
policy issue affects multiple agents.

Third, top-tier leaders have broad responsibility for the consequences of policy
decisions across the full agenda, but state agencies at the second tier have substantial
influence in framing the actual policy alternatives, lobbying for their preferred policy
formulas and carrying out the policies chosen. Critically, the top leader’s power positions
depend on his or her success in solving policy problems. As George Breslauer argued,®
the leader’s consolidation of power is inseparable from his or her effectiveness in solving
policy problems; a leader who fails to solve problems loses the confidence of the
political elite and may be removed. Therefore the leader wants to be seen as successful
in dealing with the country’s problems, which he or she may address by invoking a
sense of urgency, or even crisis, around an issue or by launching an initiative. Presumably
the leader’s discretion to select particular issues for priority attention is constrained by
fiscal and other realities (e.g. the strain on the state budget of subsidising social
insurance programmes). The leader will associate his or her leadership with progress
in tackling the issue, and hence stake his or her power on policy success. The top-tier
leader uses his or her address to the major national conclaves (Party Congresses, work
reports, messages to parliament) to lay out the full agenda of national policy tasks and
to determine the priority of particular policy goals among them. However, success in
achieving the goals requires the cooperation of bureaucratic agencies and subnational
governments.

Fourth, policymaking bodies, whether at the top or within the bureaucracy,
prefer to use a unanimity rule to determine the choice. The top leader’s role is often
that of arbiter but, as noted earlier, the top leader may choose to expend political
capital to impose a preferred outcome on the group. More commonly, to avoid splits
within a leadership body, deeply polarising issues—such as policies with highly
redistributive effects—are excluded from the agenda, while ad hoc working groups are
formed to resolve differences over less contentious issues. Such bodies take different
names. China commonly uses the form of the “leading small group” for this purpose,
as well as research groups, working groups and specialised commissions to achieve a
consensus. In other cases, the decision-making process is sequential, as each affected
agency reviews a proposal and decides whether to sign off on it (in Russian, this is
called soglasovanie), and then sends it back with its comments. The use of the unanimity
rule explains the often-noted tendency towards consensus-seeking and incrementalism
in policymaking in such states: major interests are accommodated rather than
overridden. Logrolling is common as interested actors are sometimes given rights in

8 Breslauer, Khrushchev and Brezhnev as Leaders.
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a related domain as the price of winning their consent to the proposal. The process
can be protracted.

It should not be surprising that this model bears some resemblance to the
policymaking processes described in recent institutionalist treatments of social policy
in Western democracies. There, coalitional alignments comprising organised interests
influence the degree to which reforms can significantly alter policy over the status quo.
In Jacob Hacker’s treatment of social policy in the United States, for example, when
a strong external pressure for reform encounters powerful resistance to a policy overhaul
from important social and bureaucratic constituencies, “layering” of new programmes
alongside the existing ones may result.” Where there are fewer internal and external
barriers to discontinuous change, displacement of one arrangement by another may
occur. The difference between democratic and non-democratic polities is that in the
latter, no open contestation among parties and interest groups exists to mobilise public
constituencies around competing options.

In addition, certain features of China’s institutional environment distinguish
China’s regime from other bureaucratic-authoritarian regimes, such as Russia’s. Above
all, notwithstanding China’s communist party system, administrative power is relatively
more decentralised. For example, cross-regional variations in business—government
relations are greater relative to intraregional variations in China than in Russia."” Several
other indicators of the differences can be cited as well.

First, despite radical departures from the central tendency (the big increase in
the centre’s share of revenues in the early years of reform and a still bigger shift
following the 1994 tax reform in China; and in the 1990s in Russia), fiscal centralisation
trends have been diverging over the last decade, as Figure 1 indicates.

More generally, as Xu Chenggang has argued, Chinas authoritarianism is
“regionally decentralized”."" Central leaders depend on the support of regional leaders
far more than do their Russian counterparts. This is in part the consequence of the
path of reform taken by China, in which leaders such as Deng Xiaoping “played to
the provinces™: they delegated wide powers to regional leaders in order to win their
support for the overall course of the market-led reform."”” The policy of “eating in
separate kitchens” (fenzao chifan) meant reducing cross-regional redistribution, and
enabling lower-level governments to retain higher shares of revenues from profitable
ventures. This strategy created blocs of pro-reform regions allied with reformers at the
centre but made it harder for the centre to claw back power once it was decentralised.

K Wolfgang Streeck and Kathleen Thelen, “Introduction: Institutional Change in Advanced Political
Economies”, in Beyond Continuity, ed. Streeck and Thelen.
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Figure 1. Russia and China: Central Shares of Total State Revenues
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Sources: China Data Online; and Federal State Statistics Service (Rosstat).

Nearly every major policy reform over the last 30 years in China was tried out
locally first.”” The use of experiments and pilot projects to test, then diffuse, policy
ideas “from point to surface” (1 s F| [ youdian daomian) is built into the Chinese
policymaking process to a degree unthinkable in Russia."* Russian officials do adopt
policy experiments but to a limited degree, and frequently the central government
must work hard to motivate risk-averse regional officials to try out a policy innovation."
To be sure, many policy experiments in China are not true experiments, in that the
leaders carefully ensure their success beforehand, which they then use as proof of a
“model”." Still, the intense career competition among subnational officials often
motivates them to demonstrate the success of new policies. The practice allows central
leaders to build support for a new policy and local leaders to claim credit for its success.
Such policy experimentation is rare in contemporary Russia, just as career competition
among regional officials is almost non-existent."”

" Xu, “The Fundamental Institutions of China’s Reforms and Development”.
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' Interviews with Russian government officials and observers. One policy area in which the Russian
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no. 4 (2015): 1-25.



BureaucraTiCc PoriTics AND LABOUR Poricy IN CHINA 103

The pattern of national legislation also indicates the far greater degree of
decentralisation in China. Although some Russian laws are drafted as “framework
laws” (ramochnye zakony in Russian), i.e. allowing regional governments to draft their
own implementing laws, these are relatively few (and far fewer under the Putin
administration). In China, on the other hand, legislation usually stipulates that
subcentral governments will decide the details of implementation.

Conceptualising decision-making in bureaucratic-authoritarian regimes as a
process involving both top leaders and bureaucratic agencies can help account for the
paradox of China’s authoritarian rulers’ frustration in achieving major goals. When
attempting to command the economy, they often find that market forces evade their
control, resulting in financial crises and capital flight. Similarly, major social welfare
policy reforms that have substantial redistributive implications can be blocked, shaped
or hijacked by powerful bureaucratic coalitions. The patterns of incremental change
that result resemble analogous outcomes in democratic states. Leaders in both
democracies and autocracies baulk at imposing significant losses on powerful
constituencies. In bureaucratic-authoritarian states, however, ministries sometimes act
as if they were representing broader social constituencies that would be represented
by parties and interest groups in democracy. Although “outsider” interest group activism
is largely off limits, “insider” lobbying by within-state actors is routine.'®

Finally, it is noteworthy that different institutional settings and different issue
domains yield different bureaucratic alignments. For example, in the area of social
policy, higher or lower levels of centralisation of fiscal control govern how important
regional actors are to the bureaucratic alignments that form over the distribution of
control over resources. This point, too, of course, is familiar to the democratic world,
where the nature of representation of regional interests in central government policy
making affects redistributive coalitions."

This article illustrates the bureaucratic politics model through a comparative case
study of three policy issues, namely the enforcement of labour contract legislation,
reform of vocational-technical education (VTE) and pension reform.

LABOUR CONTRACT LEGISLATION

As is well known, China adopted important legislation affecting the rights of labour
in 2007. Foremost among these was the Labor Contract Law, which was adopted by
the Standing Committee of the National People’s Congress on 29 June 2007, and
came into force on 1 January 2008.” The law sought to shift the balance of power

" Thomas L. Gais, Mark A. Peterson and Jack L. Walker, “The Interest Groups, Iron Triangles, and
Representative Institutions in American National Government”, British Journal of Political Science 14,
no. 2 (April 1984): 161-85.

" Pablo Beramendi, The Political Geography of Inequality: Regions and Redistribution (Cambridge:
Cambridge University Press, 2012).

» The laws text in Chinese and English is accessible at <http://www.lawinfochina.com/display.
aspx?lib=law&id=6133&CGid=#> [16 July 2018].
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in labour rights away from employers and towards employees.”' It went well beyond
its predecessor, the 1994 Law on Labor, in protecting workers rights and enhancing
their ability to seek adjudication of labour disputes.”* Together with two accompanying
laws also passed in 2007, a law on the mediation and arbitration of labour disputes
and a law on employment promotion,* it signalled the government’s effort to extend
and enforce legal protections to workers vis-a-vis state and private employers.**

The enactment of the Labor Contract Law was a response by the Hu—Wen
leadership team to a rapid rise in labour unrest in China in the 1990s and 2000s. A
2007 survey conducted by the All-China Federation of Trade Unions (ACFTU), the
official trade union organisation, found that around 12 per cent of surveyed workers
had been involved in a labour dispute.” From the Chinese government’s standpoint,
collective labour disputes pose a risk of turning into politically oriented protests. Many
scholars have agreed that the Labor Contract Law represented an effort by the regime
to reduce the incidence of collective labour actions by encouraging the orderly processing
of individual contract disputes.

Broadly speaking, China’s rapid shift from a command to a market economy
had triggered the growing incidence of labour disputes. As contractual relations replace
administrative terms of employment, the weakness of political rights for workers to
defend their collective interests, the lack of independent judicial institutions and the
government’s drive for economic growth hinder workers™ ability to negotiate and

2 Mary E. Gallagher, Authoritarian Legality in China: Law, Workers and the State (Cambridge: Cambridge
University Press, 2017); Thomas F. Remington and Cui Xiaowen, “The Impact of the 2008 Labor
Contract Law on Labor Disputes in China’, Journal of East Asian Studies 15, no. 2 (2015): 271-99; Sean
Cooney, Sarah Biddulph, Li Kungang and Ying Zhu, “China’s New Labour Contract Law: Responding
to the Growing Complexity of Labour Relations in the PRC”, University of New South Wales Law Journal
30, no. 3 (2007): 786-801; Jeftrey Becker and Manfred Elfstrom, “The Impact of China’s Labor Contract
Law on Workers”, International Labor Rights Forum, 12 May 2010; Li Jing, “China’s New Labor Contract
Law and Protection of Workers”, Fordham International Law Journal 32, no. 3 (2008): 1083—-131; Zhao
Yun, “China’s New Labor Dispute Resolution Law: A Catalyst for the Establishment of Harmonious
Labor Relationship?”, Comparative Labor Law and Policy Journal 30 (2008-09): 409-30.

> During the debate over the law, some argued that the law should provide equal protection to employers
and employees, others that the law must emphasise protection of workers. The “single protection” position
won out even though some concessions were made to employers’ interests in the final draft; Li, “China’s
New Labor Contract Law and Protection of Workers”, pp. 1107-8.

» See the dispute mediation and arbitration law in text, at <http://www.cietac.org/index/references/
Laws/47607b5418c9657f001.cms> [16 July 2018]. See the employment promotion law in text, at <http://
www.npc.gov.cn/englishnpc/Law/2009-02/20/content_1471590.htm> [16 July 2018].

24 Remington and Cui, “The Impact of the 2008 Labor Contract Law on Labor Disputes in China’;
Cooney, Biddulph, Li and Ying, “China’s New Labour Contract Law”; Becker and Elfstrom, “The Impact
of China’s Labor Contract Law on Workers”; Li Jing, “China’s New Labor Contract Law and Protection
of Workers”, Fordham International Law Journal 32, no. 3 (2008): 1083—131; Zhao, “China’s New Labor
Dispute Resolution Law”.

» Liu Mingwei, “Conflict Resolution in China”, in The Oxford Handbook of Conflict Management in
Organizations, ed. William K. Roche, Paul Teague and Alexander J.S. Colvin (Oxford: Oxford University
Press, 2014), p. 491.
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enforce labour contracts. Competing to achieve high economic growth rates, many
local governments prefer to back managers in disputes with workers.”® Trade unions
are also normally reluctant to support worker protests. As a result, workers often resort
to spontaneous confrontational forms of collective protests to air their grievances.
Lacking local residence registration, migrant workers are especially at a disadvantage
in defending themselves against exploitative employment practices and therefore
participate extensively in overt collective protests to voice their demands.”” As the
number of “mass incidents” rose to alarmingly high levels in the late 1990s and early
2000s, the Hu—Wen leadership gave high priority to alleviating tensions over employment
relations. In tandem with promoting the ideal of “harmonious development” as a
central Party goal, the government initiated a new body of legislation that would
strengthen employees’ legal rights.”® At the same time, the leadership also began to
favour policies designed to reduce China’s dependence on cheap mass-produced exports
in order to reduce the number of poorly paid jobs held by migrant labourers.”” Eli
Friedman characterises the regime’s position as an “insurgency trap”, in that the regime
regards spontaneous outbursts of labour protests as undesirable, and yet refuses to
grant labour unions the authority and autonomy to represent workers in collective
bargaining with employers.” Consistent with the model of bureaucratic politics outlined
earlier, it was the top leadership that called for the legislation, encouraging second-tier
bureaucratic agencies and quasi-state bodies such as the ACFTU and business chambers
to propose specific options. The Party centre then had the last word in reconciling its
policy aim of a “harmonious society” with the preservation of incentives for business-
led economic growth by determining the extent the legislation would work in favour
of the business or labour.

26 Sean Cooney, “China’s Labour Law, Compliance and Flaws in Implementing Institutions”, Journal of
Industrial Relations 49, no. 5 (2007): 673-86, esp. pp. 677-8.

27 Sarosh Kuruvilla, Lee Ching Kwan and Mary E. Gallagher, eds., From Iron Rice Bowl to Informalization:
Markers, Workers, and the State in a Changing China (London and Ithaca, NY: ILR Press/Cornell University
Press, 2011); Dorothy J. Solinger, Contesting Citizenship in Urban China: Peasant Migrants, the State, and
the Logic of the Market (Berkeley, CA: University of California Press, 1999); Wang Fei-Ling, Organizing
Through Division and Exclusion (Stanford, CA: Stanford University Press, 2005).

28 Mary E. Gallagher, “China’s Workers Movements & the End of the Rapid-Growth Era’, Daedalus
143, no. 2 (Spring 2014): 81-95; Malcom Warner and Zhu Ying, “Labour and Management in the
People’s Republic of China; Seeking the ‘Harmonious Society””, Asia Pacific Business Review 16, no. 3
(July 2010): 285-98; Wang Haiyan, Richard P. Appelbaum, Francesca Degiuli and Nelson Lichtenstein,
“China’s New Labour Contract Law: Is China Moving towards Increased Power for Workers?”, Third
World Quarterly 30, no. 3 (2009): 485-501; Zhao, “China’s New Labor Dispute Resolution Law”.

% Chen Yu-Fu and Michael Funke, “China’s New Labour Contract Law: No Harm to Employment?”,
Scottish Institute for Research in Economics (SIRE), SIRE-DP-2008-51 (August 2008); Virginia E.
Harper Ho, “From Contracts to Compliance? An Early Look at Implementation under Chinas New
Labor Legislation”, Columbia Journal of Asian Law 23 (2009): 36-107; Wang, Appelbaum, Degiuli and
Lichtenstein, “China’s New Labour Contract Law”.

30 Eli Friedman, Insurgency Trap: Labor Politics in Postsocialist China (Ithaca, NY: ILR Press, an imprint
of Cornell University Press, 2014).
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An important purpose of the Labor Contract Law was to resolve labour grievances
peacefully and on an individual basis before they spill out into open, collective,
confrontational forms, which could evolve into political opposition.”” This is
consistent with the observation that the Chinese government is strongly averse to
collective actions of any form,*? and thus would prefer that if labour grievances arise,
they are adjudicated by mediation, arbitration and litigation. Thus the law was probably
directed not at reducing the number of grievances per se, but at reducing the
volume of collective protests. Although the earlier labour legislation of the mid
1990s had also stipulated the requirement for individual employment contracts,
Chinese labour legislation has been poorly enforced by employers and local governments.”
As Mary Gallagher observes, Chinese labour law has tended to be “aspirational”: it
grants “expansive rights that are weakly enforced”.** The 1994 Labor Law, for example,
had previously stipulated that employees should be given signed written contracts
when hired. However, this provision was widely ignored, particularly in the case of
migrant workers. It is reasonable to ask, therefore, whether the 2008 Labor Contract
Law had more effects than its predecessor in ensuring that all workers are covered by
individual labour contracts and widening access to the institutions for adjudication of
labour disputes.

Assessments by expert observers are mixed. Mary Gallagher argues that the
awareness of the rights afforded employees under the law enforcement has helped to
stimulate a good deal of “individualized legal mobilization” as well as some collective
labour activism.”® On the other hand, it is clear that enforcement has been uneven at
best. As trade unions recognise that they can assert their organisational presence without
confronting and pressing the regime for increased adoption of collective contracts,
local trade union organisations and governments encourage the signing of toothless,

3 Gallagher, Authoritarian Legality in China; Lee Ching Kwan and Zhang Yonghang, “The Power of
Instability: The Microfoundations of Bargained Authoritarianism in China”, American Journal of Sociology
118, no. 6 (2013): 1475-508; Chen Feng, “Individual Rights and Collective Rights: Labor’s Predicament
in China”, Communist and Post-Communist Studies 40 (2007): 59-79.

> Gary King, Jennifer Pan and Margaret Roberts, “How Censorship in China Allows Government
Criticism but Silences Collective Expression”, American Political Science Review 107, no. 2 (2013):
326-43.

3 Ho, “From Contracts to Compliance?”; Cooney, “China’s Labour Law, Compliance and Flaws in
Implementing Institutions”; Hilary K. Josephs, “Measuring Progress under China’s Labor Law: Goals,
Processes, Outcomes”, Comparative Labor Law and Policy Journal 30 (2008-09): 373-94; Aaron Halegua,
“The Debate over Raising Chinese Labor Standards Goes International”, Harvard Law and Policy Review,
no. 1 (2007).

34 Gallagher, “China’s Workers Movements & the End of the Rapid-Growth Era”, p. 85; Gallagher,
Authoritarian Legality in China, p. 55.

% Gallagher, Authoritarian Legality in China; Boy Liithje, “Diverging Trajectories: Economic Rebalancing
and Labour Policies in China”, Journal of Current Chinese Affairs 4 (2013): 124; Boy Liithje, “Labour
Relations, Production Regimes and Labour Conflicts in the Chinese Automotive Industry”, International
Labour Review 153, no. 4 (2014): 535-60; Manfred Elfstrom and Sarosh Kuruvilla, “The Changing
Nature of Labor Unrest in China”, Industrial & Labor Relations Review 67, no. 2 (April 2014): 453-80.
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anodyne collective contracts (often stipulating only minimal standards or repeating
existing legal norms) that leave individual workers no better off than they were without
the contracts.”® Not only it is common for workers to be unaware of a collective
contract under which they are covered, even enterprise directors sometimes have no
knowledge of the supposedly binding collective contract signed at the industry level.””

One reason for the weak enforcement of the law is that under China’s decentralised
governance system, local governments face competing incentives. On the one hand,
they are obliged to produce economic growth; on the other, they must enforce social
stability. In their examination of the labour inspection system, Zhuang and Ngok
observe that labour inspection offices (unlike other offices such as customs, taxation,
trade and industry, and transportation) are funded and controlled by local government.
Consequently, the labour inspection agency will be hamstrung if the labour inspectorates
attempt to enforce provisions of the Labor Contract Law that run counter to the desire
of local governments to support local firms.”® In effect, local governments enforce the
law only when it works in favour of their interests.

Formally, there are elements of collective bargaining between organised labour
and businesses in China. A few localities have adopted a similar approach with collective
bargaining. The most widely studied cases are in Guangdong and Zhejiang provinces,
and Shenzhen. In Wenzhou, the municipal government assisted both labour and
businesses to form associations and to negotiate agreements over wages and working
conditions. A motivation for employers was to prevent competition for scarce labour
through wage competition. New regulations adopted in Guangdong in 2014 authorised
collective bargaining between trade unions and businesses. But these regulations
prohibited labour strikes during the bargaining and lacked any means to force employers
to sit down at the bargaining table. In the meantime, support for collective bargaining
by the central Party leadership has diminished.”

Competing policy objectives on the part of different elements of the state
bureaucracy and of local governments thus explain why the Labor Contract Law’s
impact has been modest. The effect is twofold: the limited character of the legislation
itself, and the tendency for its implementation to be undermined by tacit coalitions
among local governments and local branches of the trade union federation. With
respect to the first point, the legislation was an incremental modification of, rather
than a fundamentally new departure from, the previous labour legislation. The pro-
labour intentions of the legislation content were blunted by modifications made to
the draft in the course of debate in 2006 and 2007, which weakened workers’ ability
to limit employers’ rights to hire and fire. The provisions about collective contracts

% Wu Qingjun and Sun Zhaoyang, “Collective Consultation under Quota Management: China’s
Government-Led Model of Labour Relations Regulation”, International Labour Review 153, no. 4 (2014):
610-33.
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fell well short of instituting a right of labour to collective bargaining. With respect to
the implementation, enforcement has been thwarted by the unwillingness of local
labour departments to restrict employers’ rights, and in turn, the labour departments
and trade unions unite in seeking to increase the number of collective contracts that
are signed but they do not enhance the effectiveness of collective contracts or workers’
ability to demand enforcement.

Data has shown that the law probably stimulated a greater number of individual
labour disputes—some of which were collective disputes broken up into numerous
individual cases. Moreover, some experts hold that the publicity surrounding the law
probably increased worker awareness of their rights. As local labour departments have
only limited power vis-a-vis local governments, and also because trade unions
remain clients of the Party-state, the 2008 law’s implementation has been only
marginally more effective than that of its 1994 predecessor. Nothing that the current
leadership under Xi Jinping has done or said suggests that there will be any changes
in this situation.*

The case of the Labor Contract Law illustrates three aspects of the bureaucratic
politics model. First, on a major social policy issue that significantly redistributes costs
and benefits across social groups, policymaking tends to be slow and often inconclusive.
Second, because local governments are responsible for enforcement of the law and are
themselves cross-pressured between social and economic incentives, implementation
is weak. Third, the preference for decision-making by consensus meant that the law
itself was silent on some of the more contentious issues at stake, particularly the rights
of workers to bargain collectively.

VOCATIONAL-TECHNICAL EDUCATION REFORM

In the bureaucratic politics model, different alliances among state power centres form
over different policy issues. In the case of efforts to upgrade the quality of technical
and vocational education and training (TVET), a different set of actors has been
involved in framing policy options. However, it should be noted that the central
leadership has the first and last word at each stage of the decision-making process. In
recent years, the national government has been attempting to improve the quality of
vocational-technical education (VTE). The goal is to raise the overall skill level in the
workforce in order to promote China’s technological modernisation and encourage
innovation. China’s leaders are aware that the current system of vocational-technical
education lags behind the standards required if China is to move up the international
production value chain and escape the middle-income trap.”' The existing vocational

“ Compare with Boy Liithje, “Diverging Trajectories: Economic Rebalancing and Labour Policies in
China”, Journal of Current Chinese Affairs 4 (2013): 105-37, esp. p. 131; Gallagher, Authoritarian Legality
in China.
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education system—consisting of upper vocational secondary education and the system
of vocational-technical colleges—is poorly equipped to meet the needs of industry.”
Chinas “Made in China 2025” strategy pushes China to become a leader in
manufacturing innovation but for the most part, vocational high schools and colleges
are working from an outmoded curricular model and have only weak links to industry.
Government policy documents in 2010 and 2014 laid out ambitious targets for
reform, but, as both Chinese policy experts and foreign observers concur, the programme
is being implemented slowly and with difficulty. The State Council’s 2014 “Decision
on Accelerating the Development of Modern Vocational Education” calls for creating
a “modern world-class system of vocational education with Chinese characteristics”.
The document emphasises the particular importance of close integration of instruction
in schools and firms: “Cooperation between schools and enterprises should be pursued...
Pilot work will be conducted on modern apprenticeship through joint admission by
schools and enterprises and joint cultivation”. As is the usual case with such central-
level policy documents, provincial governments followed up with their own more
detailed policy statements and pilot projects were adopted in several provinces to test
new methods of integrating VTE with practical instruction at enterprises. The Ministry
of Education launched the “contemporary apprenticeship pilot project” in August
2015. It is a large-scale effort with participation of 100 vocational colleges and 27
secondary vocational schools and three industry associations in 17 provinces.
However, despite the strong support at the central government level to adopt
German-type dual education widely, the model is not spreading. Experts agree that
most firms are reluctant to invest time, effort and material resources in training, as
they believe that VTE is a government responsibility. Many firms continue to reserve
training for engineers and managers, maintaining a production force that is largely
low-skilled and low-wage. When technical schools send students to firms for on-the-
ground practical training, the firms tend to treat students as cheap labour and assign
them to menial tasks from which they learn little. Firms are liable to pay a training
levy from their payroll, which is refunded if they provide training. However, in most
cases, the organisational difficulty of harmonising the school curriculum with on-the-
job instruction deters firms from taking any active steps to create new training facilities.”

4 Elena Klorer and Matthias Stepan, “Ausbildung am Bedarf vorbei: Fachkriftemangel bedroht Chinas
Aufstieg zur Industrie-Supermacht” (The End of Training-on-Demand: A Shortage of Skilled Labor
Threatens China’s Rise to Industrial Superpower), MERICS: China Monitor, no. 2412, September 2015.
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in China as well as published literature on the subject. See Shi Weiping, “Development of TVET in
China: Issues and Challenges”, in The Future of Vocational Education and Training in a Changing World,
ed. Matthias Pilz (Wiesbaden: Springer, 2012), pp. 85-95; Frank Biinning, Kai Gleifiner, Jing Mi and
Yang Sun, “Initiatives to Foster Chinese TVET and TVET Teacher Training”, Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (GIZ, German Corporation for International Cooperation GmbH)
(Magdeburg: UNEVOC Centre, 2011); Fang Cooke, “Vocational and Enterprise Training in China:
Policy, Practice and Prospect”, Journal of the Asia Pacific Economy 10, no. 1 (2005): 26-55; Antje Barabasch,
Huang Sui and Robert Lawson, “Planned Policy Transfer: The Impact of the German Model on Chinese
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Schools are also unwilling to change the content and methods of instruction so long
as they are rewarded for maximising the number of diplomas issued.

A narrow conception of organisational self-interest on the part of both firms and
schools thus tends to inhibit expansion of dual education. Schools prefer to maintain
their monopoly on instruction because issuing diplomas and certificates is a crucial
source of revenue. Firms resist devoting extra time and effort to developing their own
instructional capabilities. The resulting coordination problem is only partly resolved
when foreign firms (usually German companies) establish their own individual
cooperative programmes with local Chinese technical firms. A rare exception is the
“SGAVE” programme in which several foreign car-makers in China are cooperating
with the Ministry of Education to implement a highly detailed 12-step programme
for training service departments of foreign car dealers in automotive mechatronics.
Car-makers are hoping that this programme will be replicated widely for other
professions and funded by the Chinese government.*

SGAVE (Sino—German Automobile Vocational Education) was developed to
serve as a blueprint for developing effective dual education programmes with the
explicit support of the Chinese education ministry. It illustrates a training model that
raises the skill level of the Chinese workforce in correspondence with Chinese
industry’s needs for workers capable of using advanced manufacturing technologies.
High-skilled workers that can operate and maintain robots and other programmable
devices command much higher wages. Nevertheless, similar to the Ministry of
Education’s larger effort to promote dual education, the SGAVE model faces difficulty
in wider adoption.

This can be attributed to the misalignment of incentives on the part of the
organisational entities whose cooperation is required. The case of SGAVE is instructive.
The state-owned enterprises (SOEs), with which foreign automakers are required to
form joint ventures (JVs), operate the dealerships of both the JV partners’ cars and
the foreign models. In these dealerships, workers trained in high-skill professions are
relatively expensive. Low-skilled workers, however, can do many of the tasks required
in the service departments, such as changing oil. Generally, the SOE partners in the

Vocational Education”, Compare: A Journal of Comparative and International Education 39, no. 1 (2009):
5-20; Lei Wang and Jiang Dayuan, “Chinese Vocational Education: Borrowing and Reforming (An
Interview with Professor Dayuan Jiang)”, Chinese Education and Society 46, no. 4 (2013): 92-9; Florian
Butollo, “Moving Beyond Cheap Labor? Industrial and Social Upgrading in the Garment and LED
Industries of the Pearl River Delta”, Journal of Current Chinese Affairs 42, no. 4 (2013): 139-70; Peter
R. Fallon and Gordon Hunting, “China”, in Vocational Education and Training Reform: Matching Skills
to Markets and Budgets, ed. Indermit S. Gill, Fred Fluitman and Amit Dar (Washington, DC: World
Bank, 2000).

4“4 SGAVE, a Sino—German Automobile Vocational Education Project, began in 2011 as a partnership
between the Chinese Ministry of Education, the German foreign development assistance agency GIZ,
and several automobile manufacturers in Germany (Volkswagen, Porsche, Audi, BMW and Daimler-Benz).
The purpose was to train workers and instructors through practical problem-solving exercises based on
customer orders.



BureaucraTiCc PoriTics AND LABOUR Poricy IN CHINA 111

joint ventures have little interest in dual education, because they are not competing
on the strength of high-quality production. There is also bureaucratic competition
within the state and across levels of the administrative hierarchy. The Ministry of
Education is charged with the responsibility of overseeing the education system, but
the Ministry of Human Resources and Social Security (MOHRSS) is responsible for
“occupational capacity building”. There are also special purpose development agencies—
particularly the Development and Reform Commission—that promote economic
development and Chinese overseas investment. For example, the “One Belt, One
Road” initiative has had the subsidiary effect of requiring Chinese enterprises working
abroad to take responsibility for developing training facilities to train local workers.

Similarly, division of responsibility between central-level and regional- and local-
level units of government results in jurisdictional overlaps and conflicts. The central
government is responsible for determining the standards and overall organisation of
education, including VTE. But administration and financing are left to the
provincial and prefectural levels. In many cases, local officials’ priority is to secure
their political careers and hence the short-term “face projects” they initiated often
result in overbuilding. Central government officials acknowledge that there are far too
many new technical colleges.

It is often said that China’s effort to upgrade TVET suffers from the problem
that manual labour and vocational education carry a significant social stigma. Parents,
everyone agrees, want their children to hold general academic degrees, rather than
vocational degrees. Partly in response to this, the government is converting 600 colleges
into institutions granting “applied BA” degrees. But how this reform will relate to the
existing system of higher vocational education remains unknown. This policy decision
is another example of the layering of a new policy on top of an existing one without
resolving the problems, thereby undermining implementation of the old policy. A
different institutional environment may yield more consistent policies and effective
policy implementation. For example, stronger labour organisations could press for
higher investment in skill formation in order to improve wages and working conditions.
Similarly, strong business associations may be able to forge collectivist solutions to the
skill problem, thus investing in skill as a way of avoiding competition on wages.
However, trade unions do not consider training to be a high priority: a survey of local
trade union organisation chairpersons in the mid 2000s found that assisting in training
and innovation ranked 10th among their priorities, just behind ideological education
and cooperation with the local Party committee.”” In the absence of strong social
partners that link skill formation to their broader objectives, the Chinese government,

® Qiao Jian, “Between the Party-State, Employers and Workers: Multiple Roles of the Chinese Trade
Union during Market Transition—A Survey of 1,811 Enterprise Union Chairpersons”, in China’s Trade
Unions—How Autonomous Are They? A Survey of 1,811 Enterprise Union Chairpersons, ed. Masaharu
Hishida, Kazuko Kojima, Tomoaki Ishii and Qiao Jian (London & New York: Routledge, 2010), pp.
52-75, esp. p. 67.
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divided as it is among competing elements, has been unable to press forward to achieve
the ambitious goals laid out in the State Council policy document of 2014.

The TVET reform illustrates two particular aspects of the bureaucratic politics
model. First, the adoption of a consistent and coherent policy is hampered when it
requires cooperation on the part of ministries with overlapping but competing policy
mandates (in this case, the Ministry of Education and the MOHRSS are the principal
agencies responsible, but the National Reform and Development Commission and
some branch ministries also have jurisdiction over skill development). Second, in
contrast to European-style “coordinated market economies”™ —where the state works
closely with umbrella labour and employers’ associations to devise collective solutions
to the problems of paying the costs of and realising the benefits of TVET—there is
no meaningful participation in China on the part of organised labour or organised
business in policymaking with respect to training. As meaningful reform of TVET
requires collective action on the part of employers in sharing the cost of providing
training, the absence of autonomous employer associations encourages firms to meet
their own training needs either in-house or through individual contracts with schools
rather than through collaboration at the sector or regional level.*

PENSION REFORM

A third case for the bureaucratic politics model of policymaking in the area of labour
relations concerns pension protection. Pension systems pose inherently redistributive
challenges because they distribute risk and security within and across generations.
Effective pension reform requires enforcement of rules governing contributions. Yet,
for all the coercive power of the regime, China experiences considerable difficulties
both in setting a coherent policy and in enforcing full compliance on the part of
employers and employees with pension contribution rules. Pension policy reform has
been continual but has so far failed to put the pension system on a financially
sustainable footing.

The pension issue is politically salient. Experts are divided over how severe the
pension crisis is at present, but all agree that population ageing poses a serious long-
term threat to the viability of the system.” In March 2015, the minister of Human
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Resources and Social Security highlighted that while there are three employed persons
for every pensioner today, the ratio will be only 1.3 to 1 by 2050, and declared that
the retirement age needs to be raised.”® By 2010, central government subsidies to cover
local pension fund deficits had reached about RMBI trillion, or just over a half of
one per cent of gross domestic product. The drain is lower than in Russia bu, as in
Russia, the pension system deficit is growing. Although fewer provinces incur deficits
in their pension systems, the aggregate deficit size is rising. There is also an increasing
incidence of evasion and underpayment of payments.”” China’s level of informal
employment is also high. About 40 per cent of Chinese earnings in the urban sector
are not paying pension contributions.”® This pattern reflects a tacit collusion on the
part of employers and workers, particularly migrant labour. Many workers lacking a
hukou (household registration) for the city in which they are working prefer to receive
the full sum of their pay in cash, rather than contributing to a pension insurance
account. The high mobility of migrant labour thus inhibits the formation of
adequate pension insurance funds, just as it inhibits employers’ willingness to invest
in worker training.

Experts offer two other arguments for pension reform in China. First is that low
and uncertain pensions contribute to the high household savings rate and low
consumption.”’ The other is that the low mobility of pension benefits has the effect
of reducing labour mobility.”

The organisation of Chinas social security administration (under the MOHRSS)
reflects the relatively decentralised nature of China’s state. Each local government
controls and funds its own social security department. If a local government refuses
to pool funds at a higher level, the local social security office is unlikely to oppose it.
Local governments running surpluses tend to be unwilling to share their pension funds
with higher levels, and higher-level governments are unwilling to assume liabilities for
pension funding across localities. Only the four province-level metropolitan centres

and one province fully pool funds at the provincial level.”
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Over time, China has made numerous incremental changes to the pension system.
The process involves layering of new programmes on top of existing ones. China seeks
not only to build a sustainable contributions-based pension insurance system for urban
employees, but also to devise new insurance plans for the rural population and for
urban residents not covered through employment. China’s reforms have all been enacted
through pilot projects that were later made the basis for national guidelines to be
implemented by provincial governments. Even in the case of the core urban contributions-
based pension insurance system, reform has taken the form of adding new programmes
onto existing ones.

The first steps towards reform were aimed at relieving enterprises of the obligation
to maintain their own pension funds for retired workers. Early efforts to pool pension
contributions at the local level began with experiments in the 1980s. Some local
governments took over enterprise pension funds, while others tested schemes for
individual pension savings accounts. In 1984 the government set the goal of building
a three-tier system for urban state sector workers.” In addition to a minimum defined-
benefit system for all, there would be a mandatory notional-defined contribution
(NDC) system of individual accounts, and an option for a voluntary pension savings
system. Progress towards meeting this goal has been slow, however. A number of
industrial ministries created their own pension funds and resisted local pooling by
their enterprises. The central government tolerated considerable diversities in pension
systems as local governments worked out their own arrangements with state-owned
enterprises over the level of contributions and management of funds. The method for
combining social pooling and individual NDC accounts varied widely across regions.

In the early 1990s, divisions between the liberal and social wings blocked
agreement on a unified policy. The Labor Ministry (reorganised in 1998 as the Ministry
of Labor and Social Security, and in 2008 as the Ministry of Human Resources and
Social Security) has been the anchor of the social bloc and exercises primary responsibility
for the pension system. On the other side are the Ministry of Finance and the series
of specialised government commissions charged with overseeing market reform (the
National Economic System Reform Commission, which later merged into the National
Development Reform Commission), as well as the People’s Bank of China and the
Insurance Regulatory Commission.” This bloc has the tendency to favour individual
accounts over social pooling. The State Council repeatedly created working groups,
research groups and leading small groups to resolve differences between these wings
over the relative weight that an individual NDC-based component should have vis-a
-vis the publicly pooled social insurance fund (and for individual accounts, the weightage
of fully funded accounts as opposed to notional-defined accounts). Each time the
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government formed a special working group to reach a consensus, representatives of
each bloc either joined it or formed a separate one.

For example, in early 1992 the government assigned the Ministry of Labor
primary responsibility for pension policy, but simultaneously instructed the Economic
and Social Research Council to form two parallel research groups to examine the issue.
In 1994 a small group created yet another research group, composed of representatives
of the labour and finance ministries as well as other agencies. Unable to agree on a
single model, however, in 1995 the State Council decided to require provinces to
choose between one of the two basic models: the “Guangdong plan” with small
individual accounts and a large insurance pool; and the “Shanghai plan” with funded
individual accounts supplemented by a small social pool. In 1996 the government
again tried to force the contending sides to agree on a unified plan and created yet
another research group to come up with an agreed model.” The relative policy influence
of the two blocs was strongly influenced by the political fortunes of their champions
at the top. As the star of Zhu Rongji—the market reform-oriented figure from Shanghai
who was appointed deputy prime minister in 1991 and prime minister in 1998—
ascended, so did the support for the Shanghai model. Finally in 1997, the State Council
adopted a World Bank-style three-tier system, combining NDC accounts (funded by
an eight per cent individual payroll contribution plus a three per cent employer
contribution) with a 20 per cent employer contribution to a social pool. Voluntary
enterprise annuity plans or other private insurance could be added.”’

Each bloc enlisted international backing for its position. Particularly in the 1980s,
the social bloc called on the International Labour Organization for support of its social
insurance-based proposals. By the early 1990s, however, Singapore’s funded model
appealed to many policymakers as preferable. From the mid 1990s, the World Bank’s
proposed three-tier system became popular.”® The World Bank issued a report in 1997
that the central government followed closely in developing its own plan for comprehensive
coverage of the urban working population.” The degree to which World Bank influence
explains Chinas policy is questionable, however. Observers who emphasise the
importance of external pressure on social policy in transitional and developing countries
tend to underestimate the strategic interest of domestic bureaucratic agents in using
outside organisations’ resources to reinforce their own positions. The World Bank did
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not impose its model on China. Domestic policymakers used World Bank expertise
as a platform to build elite support within the bureaucratic arena, similar to how
Vladimir Putin’s advisors turned to external experts such as Jose Pifiera to buttress
their own liberal views.*

Notwithstanding the government’s choice of a model combining basic guaranteed
minimum pension benefits with an NDC-PAYG (pay-as-you-go) plan supplemented
by voluntary pension savings plans for the urban employed population, serious problems
arose at the implementation stage. Local governments plundered the individual accounts
to meet current pension obligations. Starting in 2001, the central government
experimented with a plan to fill the empty individual accounts by transfers from the
central budget; adept lobbying by Bo Xilai as Party secretary of Liaoning province
succeeded in winning especially large transfers.®’ The central government has not been
able to sustain the policy, however, given that provinces with ageing populations, such
as those in the north-eastern rustbelt region, consistently run deficits. The experiment
was effectively abandoned in 2008. The country continues to have around 2,500
different local pension funds, and movement towards national, or even province-level,
pooling has stalled.

Nonetheless, the pension system has developed incrementally since the 1990s
through layering on new pension programmes. For urban employees, in addition to
voluntary enterprise-annuity schemes, the government is in the process of creating a
non-employment based voluntary tax-favoured pension savings plan analogous to that
of the United States’ individual retirement accounts. However, the tax benefits for
participating in the enterprise annuity plans are meagre and enrolments have dropped.
The government has created new pension insurance programmes for urban residents
and the rural population. The government has also made parametric changes by
increasing the benefits level: in 2005, the government mandated that pension benefits
rise by 10 per cent annually for all pensioners and supported the decision with subsidies
to provincial governments in the western and central regions to offset the additional
cost.”” The government also announced plans to raise the pension age starting in
2017.% In 2015 the government moved to establish a new contributory pension
insurance scheme for public employees.

China’s path of reform is thus one of layering new programmes onto existing
ones, but without resolving the flaws of the existing contributory plan for urban
employees. These include the high inequality in benefits levels across regions, the
disparities in fiscal sustainability of local funding pools, and the long-term problem
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of empty accounts in the NDC system. The reason is political. Although the MOHRSS
has overall responsibility for pension policy, the finance ministry continues to exert
influence through its responsibility for public finance. Despite repeated efforts by the
State Council to devise a unified scheme for the entire country, the pension system
remains fragmented in thousands of separate pools and distinct pension systems for
urban employees, urban residents, rural residents and public servants. The refusal on
the part of well-off local governments to pool their pension funds at the provincial
level is reinforced by the Ministry of Finance’s consistent opposition to any reform
that would weaken the link between contributions and benefits. Concerned about the
strain on the budget if subsidies to pension funds became an open-ended obligation,
the Ministry of Finance argues that pooling at higher levels would encourage moral
hazard by weaker localities. The finance ministry is pushing for a fully funded savings-
based system, similar to Singapore’s system. The government has not agreed so far.
The only parametric changes that have been made widen and deepen benefits, although
widening has outpaced deepening. No Party general secretary has expended much
political capital on overhauling the system. Bureaucratic and regional power centres
at the second tier can shape policy both in policymaking and policy implementation.
The overall result is reform by adding new programmes on top of existing ones without
fully integrating them.

The case of pension reform highlights another important point about the
bureaucratic politics model. Not only does it reveal the ongoing competition for
influence on the part of different blocs within the state bureaucracy, it also emphasises
the importance of local autonomy and local variations in conducting policy experiments.
One of the most interesting features of the pension reform is the evidence that policy
networks at the centre have formed bureaucratic alliances not only with think tanks
and foreign experts, but also vertical alliances with provincial-level policymakers who
are pursuing their own interests. Provinces with ageing populations tend to prefer
more social pooling, whereas those with younger populations, higher number of migrant
workers and a larger share of private investment prefer policies that build up private
pension savings accounts to serve as investment capital. Reluctant to impose an
unsustainable fiscal burden on the state, the finance ministry tends to tacitly support
the more privately oriented policy solutions, whereas the MOHRSS has tended to
prefer a greater share of social pooling.

CONCLUSIONS

These cases share certain common characteristics. In each, competition among
bureaucratic entities results in policies that are internally inconsistent and slow to be
implemented. When the policy orientations of the leaders at the top diverge (for
example, between those advocating more social protection and those for whom
economic growth is the clear top priority, or as a result of overlapping jurisdictions),
entrepreneurial officials at the central and lower levels can take advantage of the opening
to pursue their initiatives locally according to their own interests. The slow consensus-
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building policy process offers room for manoeuvre. Bureaucratic actors build support
for their positions by forming alliances and engaging policy expertise from think tanks
and foreign specialists but are careful not to appeal to the general public or stir up
popular protest.

The tendency in China to layer new institutions onto existing ones can be felt
in many other policy domains besides labour contracts, VTE and pensions. China’s
use of local experiments and the greater autonomy of subnational governments result
in institutional change that is often inconclusive and even incoherent, but unlikely to
be reversed.

This article also emphasises that non-state organisational actors play a very limited
role in the policy process. The ACFTU played certain role in the adoption of the
Labor Contract Law, but only after the initial draft was released; and its role in the
implementation of the law is slight. With respect to the issue of TVET reform, the
trade unions are entirely absent and hardly have any observable impact on debates
over pension reform. Employer associations are somewhat more visible in these issues,
particularly with respect to the Labor Contract Law. The historical development of
the coordinated market economies of Europe suggests that there is a “dialectic” between
the rise of powerful, centralised umbrella organisations representing labour and
employers: their continuous conflicts induced both sides to adopt cohesive positions
to exact maximum gains from collective bargaining.** In turn, the centralisation of
power within these civil associations enabled them to reach and enforce agreements
about the cost and benefits distribution of social insurance and TVET institutions.
By linking social insurance with skill formation, these systems tended to induce long-
term investment in productivity-enhancing human and physical capital. A system that
lacks the means for resolving these collective dilemmas through representative institutions
such as labour and employer associations must rely either on self-enforcement or
administrative controls for enforcing rules. Neither will the system be effective in
implementing laws and regulations if the incentives of those charged with implementing
them are misaligned with the policy objectives.

This article places the weight of explanation for policy outcomes on the distribution
of power and interests on the part of the bureaucratic agencies that develop and
implement policies. This is a function of inherited institutional arrangements, such as
the degree of autonomy regional governments have to control policy. Success in
achieving large-scale reform requires overcoming the dispersion of authority across a
complex bureaucracy and aligning state actors around a coherent set of objectives.
Crude tools such as coercion and rent distribution can only go so far in accomplishing
these tasks. Like their counterparts in the advanced democratic world, decision-makers
in China must rely on the political arts of coalition-building and policy coordination
to achieve their aims. They do so in an institutional context that they can alter only
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at the margins. So long as major policy choices are made within the state bureaucracy,
with minimal accountability to the social constituencies who are affected by policy
change, the patterns of incremental policymaking through institutional layering and
of weak implementation are likely to continue.



