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On China’ s Devdopment Modd :
The Cogsand Bendits of China’ s Decentralization Approach to Transtion

Wang Yonggin Zhang Yan Zhang Yuan Chen Zheo Lu Ming
(China Center for Economic Sudies and Economics Department , Fudan University)

Abdract : This pgper provides a coherert framework to fully acoount for Chind s development mode , both the successes and the
falures o the China’ s decentrdization gpproach to rform. The combination of politicad centrdization and ecoromic
decentrdization provides loca governments with erough incentives to develop locad ecoromies, in particuar the incentives to
pronote markets and privatization localy. In the meantime, the relative eva uation based incentive schemes lead to interregond
market segmentation, increasng interregona development gaps and unequa provison o certain public goods. The success of
early-gage rdorm can be dtributed to the bendfits of the decentrdization goproach. The next sage reform soud minimze the
oods asociated with the gpproach. Chind s gradudig reform can be taken as a problem of mechanism desgn by the centrd
overnment. P, dter identifying the cods and bendfits o the decentraization goproach, it is essentid to have a reasonable desgn
o the next-sage rdform package.
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