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(D North, Douglass C., Wallis, John Joseph, Webb, Steven B., Weingast, Barry R., In the Shadow of Violence Politics, Economics, and the Problems of
Development, New York, Cambridge University Press, 2009.

@ Acemoglu, Daron, Camilo Garcia-Jimeno, and James A. Robinson, “State Capacity and Economic Development: A Network Approach,” American
Economic Review, 2015, 105(8): 2364-2409.

3 Rodrick, Dani, “Normalizing Industrial Policy, Commission on Growth and Development,” Working Paper No. 3, Washington, DC, 2008.

@ BA, whES RRAEZKT LR E KRR ZS R IREREUIN, BT ARSI A0, BURTEZ TR R VBRI Reas & 1R
WeAEf . 2 Ul Hausmann, Ricardo, and Dani Rodrik, “EconomicDevelopment as Self-discovery,” Journal of Development Economics, 2003, 72(2): 603-
633.
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@ KT A AN 4, 2 W Aoki, Masahiko, Towards a Comparative Institutional Analysis, Cambridge, MA..: MIT Press, 2001.

(@ Grief, Avner, “Contract Enforceability and Economic Institutions in Early Trade: The Maghribi Traders’ Coalition,” American Economic Review, 1993,
83(3): 525-548; Grief, Avner, Paul Milgrom and Barry Weingast, “Coordination, Commitment and Enforcement: The Case of the Merchant Guild,”
Journal of Political Economy, 1994, 102(4): 745-776; Greif, Avner, Institutions and the Path to the Modern Economy: Lessons from Medieval Trade,
Cambridge: Cambridge University Press, 2006.
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(O Holmstrom, Bengt, and Paul Milgrom, “The Firm as an Incentive System,” American Economic Review, 1994, 84: 972-991; Qian, Yingyi and Barry R.
Weingast, “Federalism as a Commitment to Preserving Market Incentives,” Journal of Economic Perspectives, 1997, 11(4): 83-92; Aoki, Masahiko,
Towards a Comparative Institutional Analysis, Cambridge, MA.: MIT Press, 2001.

@ Qian, Yingyi and Gerard Roland, “Federalism and the Soft Budget Constraint,” American Economic Review, 1998, 88(5): 1143-1162; Qian, Yingyi and
Barry R. Weingast, “Federalism as a Commitment to Preserving Market Incentives,” Journal of Economic Perspectives, 1997, 11(4): 83-92.
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@ Frye, Timothy, and Andrei Shleifer, “The Invisible Hand and the Grabbing Hand,” American Economic Review, 1997, 87: 354-358.
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Cao, Yuanzheng, Yingyi Qian, and Barry R. Weingast, “From Federalism, Chinese Style to Privatization, Chinese Style,” Economics of Transition , 1999,
7(1): 103-131.
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@ Frye, Timothy, and Andrei Shleifer, “The Invisible Hand and the Grabbing Hand,” American Economic Review, 1997, 87: 354-358.
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MRS B, SORfR. B RRRTHRIZHRT, HESh T SRR AT R 5,
FEGIR B, WA R R, SR TR INE B — SO TR 55 1 A
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(@ Qian, Yingyi and Chenggang Xu, “Why China’s Economic Reform Differ: The M-Form Hierarchy and Entry/Expansion of the Non-State Sector,”
Economics of Transition, 1993, 1: 135-170.

@ R, HRE: (MESSHIAIERL: 19551978 4y S AL S o6 ), (ZUF4R) 2018 445 2 .
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@ Li, Xing, Chong Liu, Xi Weng, and Li-An Zhou, “Target Setting in Tournaments: Theory and Evidence from China,” Economic Journal, 2019, 129(623):
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@ Oi, Jean., “Fiscal Reform and the Economic Foundations of Local State Corporatism in China,” World Politics, 1992, 45: 99-126; Qian, Yingyi and Barry
R. Weingast, “Federalism as a Commitment to Preserving Market Incentives,” Journal of Economic Perspectives, 1997, 11(4): 83-92.

@ LEI. Srf, B CRERT5SA5 R BINRABIT), bul: Wi, 2019 48,

@ Barry Naughton, The Chinese Economy: Transitions and Growth, The MIT Press, 2007.
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From Double Creation to Mutual Configuration
—— The Chinese Experience of Constructing Government-Market Relations
ZHOU Li’an
Abstract: The Neoclassical economic approach to government-market relations has a set of implicit
assumptions about supporting institutions (e.g., relatively complete markets and a limited and effective
government) which are virtually non-existent in most developing and transition economies. In the past
decades China has succeeded in getting around the potential traps of neoclassical government-market
doctrine (e.g., the Washington Consensus) by taking a programmatic and gradualist reform strategy. More
specifically, China started with administrative and fiscal decentralization and reforms inpromotion
evaluations for local officials to encourage regional competition for economic growth and create an
incentivized local government which in turn was motivated to support non-state sectors and nurture local
markets. We call this as the process of “double creation” of both markets and market-friendly local
governments which was critical for China to get out of the planned economy in the early stage of economic
reforms. When China’s marketization speeded up after the early 2000s, a dual competition model took the
full shape: local officials competed for regional economic development in political market and local firms
competed in economic markets, which triggered an interesting process of “mutual configuration” of
government and market to overcome both market failures and government failures. Chinese central
government has played a vital role in correcting the distortions arising from the reform process and shaping

a well-functioning relationship between government and market.

Key words: government-market relations, economic transition, Chinese experience, regional competition
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