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  The growing rampant corruption has become a serious social and political issue in transitional China. Many surveys on government officials and citizens in recent years have shown that corruption has ranked top among various urgent social and political issues faced that contemporary China. The efforts of Chinese government efforts in combating corruption in the past two decades has attracted wide attentions from all over the world. I would like to point out that, in recent years especially after mid-1990s, China has made great achievements in anti-corruption institutional innovations toward good governance�, but there still exists some problems needed to be solved. In order to further promote economic growth and increase international competitiveness, China will continue to advance anti-corruption institutional innovations toward good governance, and these institutional innovations will play an active role in curbing corruption. 
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  Chinese government has gradually found a new path to fight corruption in the process of building socialist market economy, that is, to prevent and curb various forms of corruption from their institutional roots through institutional reform and innovations. After giving up the method of mass movement for combating corruption, the top leaders have gradually realized that it is not sufficient to effectively check the rampant corruption through political education and severe punishing those corrupted officials, and they began to search the new method that can curb various forms of corruption from their sources. In 1997, they finally found the new solution, that is, to prevent and curb corruption from its sources through institutional innovations ("Yikao Zhidu Chuangxin Cong Yuantou Shang Yufang He Zhili Fubai"). 


  Mass movement is the most familiar method for Chinese Communist Party (CPC) to reshape individuals’ behavior. During the revolutionary period, the CPC had won the revolution by using this method to fully mobilize the masses to participate in revolution. After the establishment of People's Republic of China, some party leaders had continued to apply this method for economic work, and even used it to fight corruption within the party and government. The "Three Fights" movement and "Five Fights" movement ("Sanfan" and "Wufan") in the early 1950, the 'Four Clearing' ("Siqing") movement in the early 1960s, and the Culture Revolution in mid-1960s, all of these are mass movements aimed at among other things, combating corruption. Though these mass political movements played an active role in mobilizing public to take part in the anti-corruption work, its negative effects are also obvious. Mass movements are by definition time bound. Once the movement is over, activity ceases so this approach is non-institutional and temporary in nature. Meanwhile, once the masses were mobilized, their activities are very hard to control by government and resulted encroachment on human rights frequently. The worst thing is that, once mass movement loses control it would lead to chaos and lasting turbulence. The Cultural Revolution, which lasted for ten years from the mid-1960s to the mid-1970s, indicts that the mass movement method has serious flaws. 


  After the Culture Revolution, Deng Xiaoping and the other old revolutionaries regained the leadership of party and government. They determined to avoid the reoccurrence of the tragedy of Cultural Revolution, and thus gave up mass movement approach. How to effectively combat corruption in the situation of giving up mass movement method? Deng’s answer is to strengthen socialist democracy and socialist system. Deng Xiaoping discussed this many times. For example, he pointed out in 1979 that: "We have not propagated and practiced democracy enough, and our systems and institutions leave much to be desired. The continuing promotion of democracy is therefore a firm, long term Party objectives."� In the same year he expounded on this topic again, and said, "We must strengthen both democracy and the legal system because they have been ineffective. In order to strengthen our democracy, we have to improve out legal system. Nothing can be accomplished without extensive democracy and a sound legal system." � One year later, in 1980 he stated it again, "Our country has a history of thousands of years of feudalism and is still lacking in socialist democracy and socialist legality. We are now working earnestly to cultivate socialist democracy and socialist legality. Only in this way can we solve the problem".�12 years later, in 1992, he reminded the entire party in his famous inspection southern China tours that, "Cadres and Party members should consider it of prime importance to build a clean government. But we still have to rely on the law, which provides a firm guarantee." �  It is owing to Deng Xiaoping’s firmly upholding and spreading his views that fighting corruption should rely on strengthening socialist democracy and legality rather than launching mass movement, that the entire party achieved consensus on this issue. 


  Deng Xiaoping emphasized the decisive role of institutions in shaping the individual's behaviors. He emphasized that the party should rely on two parallel ways to fight corruption and abuse of power, one way is political education, and the other way is institutional reform. In order to thoroughly solving various problems including corruption, Deng Xiaoping pushed forward hard and forcefully political reform. He repeatedly talked about the importance and necessity of political reform in 1980,1986 and 1987, and he put forward the task of actively carrying out political reform for the party. Owing to his unremitting efforts, the entire party has gradually reached the following consensus, that is, the fundamental way to solve various problems including corruption within party and state lies in actively advancing political reform. 


  In the early 1990's, the third generation of collective leadership with Jiang Zemin at the core has gradually found a new solution to fight corruption relying on institutional innovations to eliminate the institutional roots of various forms of corruption. On the general direction of institutional innovation, the 14th and 15th Congress of CPC continued to uphold the direction of building socialist democracy, and the 15th Congress of CPC put forward clearly the official goal of building socialist state of rule of law which is the first in the party history. All of these pointed out clearly the direction of further political reform. After the 14th Congress of CPC, the focus of political system reform has shifted from the separating party from government to developing democratic politics at grassroots level, and at the same time, the step of reforming governmental institutions and establishing civil servants system has accelerated. After the 15th Congress of CPC, the focus of building the legal system has shifted from emphasizing the law-making work to emphasizing both law making and law enforcement. Judicial system reform has been put on the national government's agenda. 


  If the main purpose of political and economic reform is to provide a macro institutional platform for building a clean government, then the institutional innovation will transform the micro institutional arrangements that cause various types of corruption. Central government and the relevant anti-corruption agencies have paid more and more attention on the latter. The second plenary session of Central Discipline Inspection Committee (CDIC) held in 1993 put forward the important idea that fighting corruption should both seek temporary solution (such as severely punishment) and a permanent solution ("Biaoben Jianzhi"). Since then, the anti-corruption organs have strengthened their efforts in making laws and regulations against corruption. The 15th CPC Congress in 1997 summarized the lessons of anti-corruption efforts in previous years, and put forward explicitly the following important thought: fighting corruption "should seek both immediate and permanent solutions, education is the basis, legal system is the guarantee, and supervision is the key; by deepening the reform, we should keep eradicating hotbeds that breed and spread corruption".�The second plenary session of the new elected CDIC in the January 1998 further specified and concretized the above anti-corruption guiding thought. Wei Jianxing pointed it out clearly in his report at this session that the anti-corruption campaign must seek both temporary and permanent solution, tackling corruption in a comprehensive way. He asserted that the Party and Government should continue to take measures to seek temporary solution, that is, to investigate grand corrupt cases, and severely punish corrupted officials; what’s more, the Party and the Government should take forceful measures to seek permanent solution, that is, to prevent and curb corruption from its institutional origins. For this purpose, party and government should make efforts in the following aspects: (1) To strengthen political education especially the education of political integrity and honesty, enhance the capacity of cadres and party members in resisting the corrosion of corruption; (2) To improve the legal system, ensure the smooth progress of the struggle against corruption and build a clean government; (3) To enhance supervision, build and improve the mechanism of checks and balance of power; (4) To deepen the reform, reduce and eradicate hotbeds that breeding and spreading corruption. �Since then, the entire party has reached a consensus that the permanent solution to corruption is to prevent and curb it from its institutional roots through institutional innovations. This indicates that the CPC has finally found a new solution to fight corruption in the new historical period. 
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  After finding the new solution to fight corruption, the ruling party and government has strengthened its efforts on institutional innovations against corruption. They have carried out a series of institutional reform and innovations to prevent and curb corruption, which include the following ten aspects:


  1. Make governmental affairs public step by step, increase the transparency of government works. . Making decisions in "secret room" undoubtedly increases opportunities for policy-makers to seek private benefits. The rampant corruption at grassroots level, within personnel system and the judicial system can find their institutional causes from this kind of policy-making system. Considering this situation, the central government focused on making governmental affairs public at the grassroots level, the organizational and personnel system, and the judicial system, and meanwhile increasing the transparency of all government work. (1) In rural areas, the system of making village affairs public and of democratic management was widely implemented. On June 1, 1998, the Office of the Central Committee and the Office of the State Council issued the "Circular of Implementing widely the System of Making Village Affairs Public and Democratic Management in the Rural Areas". The Circular required local authorities to popularize the system of making village affairs especially the financial affairs public to the villagers, and regularly publish financial affairs; it also required the higher authorities to strengthen supervision and monitoring on the implementation of the above system. As a result of efforts in this aspect, more than 90% of China's villages has implemented the system of making village affairs public especially financial affairs. � (2) Practice the system of making public the township government affairs. In order to advance the implementation of making village affairs public, the Central Government has decided in 2000 to comprehensively carry out the regulation of making township government affairs public as well as functional agency's affairs in township. At present, about 86% of township government has carried out this regulation. � (3) Practice the regulation of making firm affairs public. On May 17,1995, Ministry of Supervision, National Economic and Trade Commission, and National Trade Union jointly promulgated the Regulation of Reporting Reception Fees for Public Relations to the Worker's Congress by State Firms, which put forward strict requirement on this issue. At present, about 80% of state firms and collective firms and joint stock firms owned by state or collectivities has practiced the system of making firm affairs public, which focuses on the regulation of reporting reception fees for public relations to the worker's congress. �Owing to the implementation of this regulation, the business reception fee of most factories has reduced to some extent; the scope of reduction is about 20%. �(4) Implement the system of open selection and appointment ("Gong Kai Xuan Ba") and the system of informing public the list of leading cadres before their appointment ("Ren Qian Gong Shi"). Since 1990's, some regions have carried out a series of reform experiments, such as open recruitment through democratic recommendation ("Min Zhu Tui Jian"), application for government position through competition ("Jing Zheng Shang Gang"), and public information before official appointment for leading cadres below the level of vice-director of departments. “The Outline of Deepening Reform on the Personnel System” published in 2000 required various authorities to spread gradually the above innovative measures, which will play an important role in increasing the transparency of selection and appointment of leading cadres. (5) Practice the system of making police affairs, procuratorial affairs and trials public. In 1998, both the Supreme People's Procuratorate and the Supreme People's Court announced that they would carry out the rules and regulations of open procuratorial work and open trial throughout their entire system, and then make detail rules to implement it. The Ministry of Public Security practiced the system of making police affairs public earlier, now they are continuing to perfect the relevant practice. (6) Advance government-on-line work and make experiments in handling official business on the Internet. Since the late 1990's, national ministries and many provincial governments have opened their own websites; some rich cities and counties have also opened their own websites; some departments even began to handle official business on the Internet. In recent years e-governance has become a popular concept in recent years in China.


  2. Increase the transparency of personal wealth of leading cadres through implementing a series of rules and regulations of reporting personal income and household property and registering all gifts received, etc. Lack of transparency of personal wealth among civil servants especially senior officials has intensified people’s doubts about the corruption of governmental officials. Since 1990's, China has began to learn the successful experiments from some other countries, that is, to let "Sunlight" shine on the status of personal income and property of senior officials. (1) Carried out the system of reporting personal income by leading cadres since 1995. This Regulation required implementing the regulation of reporting personal income by leading cadres. It includes 9 articles, stipulating the content, time, and the department that receive and check the report and it also lists punishments for those who refuse to report. (2) Tried out the regulation of reporting household property by leading cadres since 2001. This new regulation has been implemented first among the provincial (ministerial) officials. According to the relevant regulations, the above leading cadres must report their entire household property, which includes the following: large amount of cash, deposits, stocks, houses property, car, creditor's right or debt, and so on. (3) Implemented the regulation of gift registration. On April 30, 1995, the central government published the Regulation of implementing Gifts Registration System for Civil Servants in Domestic Contacts. This Regulation reaffirmed that civil servants are not allowed to accept those gifts that might influence them in handling official business in a just and fair manner. Regarding those gifts that can not refuse to receive for various reasons, the Regulation required to establish the system of gift registration and turn them over to a higher administrative body. (4) Carried out the regulation of reporting important personal affairs by leading cadres above county level since 1997. This Regulation requires all leading cadres above county level to report their important personal affairs including direct relatives such as marriage, death, house building, and going abroad for private affairs to the relevant departments, aimed at strengthening supervision on leading cadres. All these regulations have played some part in increasing the transparency of personal wealth of leading cadres. However, the role of these regulations is still very limited because they have not become laws yet, and there is no specific organization in charge of checking the report on personal income and household property, and thus it is difficult to implement these regulations.  


  3. Attempt to introduce a competitive mechanism into some monopoly administrative departments and trades, and opening markets to more firms.  There are some unsound practices in the railways, civil aviation, electric power, gas, telecom, water supply, banks and the other administrative departments and trades, and the masses feel very unhappy about that. The fundamental reason lies in the monopoly status enjoyed by these departments or trades in supplying public goods, they can enjoy monopolizing profits and thus lack any motivation to improve their service. Only by introducing the market competitive mechanism into these departments and trades, will it be possible to change this situation fundamentally. Since the mid-1990's, Chinese government has made greater efforts to restructure these departments and trades, enhancing internal competition through establishing several big company groups within these trades. In the meantime, government has also reduced restrictions to market entry and introduced outside competitors into these industries. Introducing the market competition mechanism into monopoly administrative departments and trades has brought good results in reducing price, improving services and thus checked unsound practices within them. For example, in telecom sector, with its market opening to domestic and international investors, currently the price of telecom services has been reduced more than 30 percent, the quality of services has also improved obviously. But in general, the price regulation and the other protection measures taken by governments at various levels made it difficult for these administrative monopoly industries to further reduce their price and improve their service. Therefore, it is necessary to further open the market, strengthen competition, smash protectionism from departments and regions, and meanwhile allow consumers to play a bigger role in the price setting process. China’s entering into WTO is helpful to check monopolistic practice within these departments and trades by opening up to the foreign companies and reducing protection to state firms to a larger extent. 


  4. Carry out gradually the government procurement system and competitive bidding system for public projects to prevent the loss of public investment and public expenditure. According to international experiences, rampant corruption usually causes a 10% loss of public investment and public expenditure. In terms of the estimate by some experts, in current China, due to the rampant corruption, the average loss of public investment and financial expenditures per year is between 257.5 billion to 341.0 billion RMB yuan, accounting for 3.4%-4.5% of GDP. � In order to strengthen management of public investment and public expenditures and control the loss, China began to implement the new system of government procurement and the competitive bidding system for public projects. (1) Carried out the government procurement system step by step. On the basis of successful experiments on this system in Shenzhen and Shanghai, the Ministry of Financial Affairs and CDIC have decided to carry it out nationwide beginning from 2000, and this system was then implemented in the Ministries of central government, provincial governments and municipal governments of provincial capital city. According to preliminary statistics, the total money for government procurement is in excess of 20 billion RMB yuan in 2000; the average rate of saving public funds is about 10%. �However, up to now the scope of government procurement is too small, the ratio of government procurement out of the total financial expenditure is too low. (2) Built and improved the formal construction markets, implemented the project contract system in an open, fair, and equal competitive manner, and strengthened the management of the project competitive bidding system. The 6th Anti-corruption Conference of State Council and the 2nd Plenary Session of CDIC in 1998 made arrangements on this issue, and the Ministry of Construction together with other relevant ministries has taken detailed measures to speed up establishment of the formal construction market. Up to now, 325 cities above prefecture level have established the formal construction markets. Public construction projects such as railway, highway, water conservancy, telecom, and other professional construction projects began to enter into the formal building markets to invite tenders; the rate of inviting tenders and putting in tenders has increased year by year. In Suzhou, which carried out this reform earlier, the occurrence rate of corrupt cases in the sector of public projects in 1998 has dropped 85.7% from that of 1996.�


  5. Perform the policy of separation of expenditure from revenue, rectified firmly the practice of engaging in business activities and setting enterprises by party and government organs, abolished the wrong policy of requiring various functional departments to make money by themselves. Since 1980's, in order to ease up the budget shortages, both central and local governments forced or encouraged governmental departments to make money by themselves to cover the financial gaps. Financial bureaus allowed various departments to keep the money they made for their off-budget income or share it with financial department according to some ratio. Practice of this policy forced functional departments to make money by taking advantage of their power. The negative effect of this policy is profound and lasting. It has led to the rapid inflation of department's interests, and also made it very difficult to check the unhealthy tendencies of functional departments such as engaging in business, running satellite enterprises, and irregular fees collections, fines and quota setting. As a result, the market has been distorted, and the burden of peasants and various firms has been significantly increased. In the early 1990's, the top leaders realized the negative effects of such policy, determined to solve the problem from its roots, and thus took a series of important measures. (1) Implemented the regulation of “separating income from expenditure ("Shou Zhi Liang Tiao Xian")” and at the same time guaranteed the necessary operational expenditures of various functional departments. In January 1998, the national government decided to carry out the regulation of separating income from expenditure first on public security, procuratorates, courts and the bureau for industry and commerce. The Ministry of Financial Affairs published the Circular of Guarantee Administrative Expenses of Public Security, Procuratorates and Courts, allocated more funds to these departments to satisfy their demands for official business expenditures. The financial departments of central government and provincial governments provided special grant-in-aid to the relevant departments in poor regions. Thereafter, other law enforcement organs have also carried out the policy of separating income from expenditure. By 2000, all law enforcement organs above county level had implemented the regulation of separating income from expenditure, the chaotic situation of funds management become well now. �(2) Military, armed police and law enforcement departments are forbidden to engage in business activities. In July 1998, the central government decided to restrain military, armed police and law enforcement departments from engaging in business activities. All these departments must completely separate themselves from their satellite enterprises before the specified deadline, their operational expenditures should totally come from government finance. Under the direct leadership of central government, the goal of separating military, armed police and law enforcement departments from their satellite enterprises has been achieved, 19,458 enterprises were dissolved, 6,494 enterprises were transferred to relevant departments, 5,615 enterprises were removed from their former department, the work of dealing with the aftermath of these enterprises has also been completed.� In the meantime, government has also allocated more funds to these departments to compensate for the lost revenue from their businesses. (3) Separated the ministries of central government from their satellite firms. In Nov. 1998, the central government made another important decision, that is, the ministries of central government must separate themselves with their satellite enterprises. This work involved 53 ministries, 530 non-financial companies, 707.4 billion RMB yuan in total assets, and 2.85 million workers. �It reached the goal ahead of time. Since 1999, local governments also began to separate themselves from their satellite enterprises. 


6. Transform various fees into tax gradually, aimed at putting an end to the so-called 'three irregular practice’ ("San Luan")such as irregular collected fees, fines, and setting quotas. The irregular fee, fines and quota collected by functional departments have significantly increased the burdens of peasants and enterprises. Since the mid-1990, central government has begun to reform the existing non-tax fee collection system aimed at checking up the 'three irregular' practice by eliminating its institutional roots. (1) Made experiments in selected places of rural areas for transforming various fees into tax ("Fei Gai Shui"). In 1996, the reform of transforming various fees into tax in rural areas made experiments in 50 counties throughout 7 agricultural provinces. In Oct. 1999, State Council established the leading group of transforming various fees into taxes, and this leading group was also made responsible for making relevant work plans. In April 2000, central government decided to select the entire Anhui Province as a pilot for experiments After one year's experience in Anhui province, the reform has reduced peasants' burdens, normalized tax collection and management, and effectively curbed the ‘three irregular practice’ in rural areas. According to the estimate by Anhui province, the total tax burdens of peasants in the whole province has been cut back from 4.93 billion RMB yuan before the reform to 3.76 billion yuan after this reform, or with a 23% reduction. If the amount of reduced butcher tax and educational funds is added, the average burden per head has been reduced by 31%. �(2) Identified and abolished a large number of unreasonable fee collections, and meanwhile made preparations for reforming the fee collection system. By the end of June 1998, central and local governments had eliminated 20,713 items of unreasonable enterprise fees, which amounted to 49.3 billion RMB yuan.�According to a typical survey conducted in 15 provinces and cities, the total burden of various fees handed in by enterprises has decreased 30% in 1998, and decreased another 15% in 1999.� In addition, the blueprint for reforming the fee collection system has been drawn, and the draft document is in the process of discussion. (3) Reform of various car procurement fees and traffic fees. Beginning from Jan. 1, 2001, various car procurement fees have been cancelled and replaced with single car procurement tax. In order to completely solve the problem of irregular fees, fines and checkpoints, the State Council is considering to levy gas tax in replacement of various traffic fees. Now the draft of relevant laws is in further discussion and revision.


  7. Enhance the legal system for building a clean government. Essential to the fighting against corruption and building a socialist state of rule of law is to legalize and standardize anti-corruption work. The Chinese government has taken this work seriously. During the past 20 years, the legal system for building a clean government has been improved steadily. The Constitution of People's Republic of China in 1978 and its Revised Version in 1982 made stipulated the necessity for the political integrity, honesty and cleanness of civil servants. The Criminal Law of People's Republic of China in 1979 made detailed stipulations on the declaration of guilt and the measurement of penalty for such crimes as graft, bribe and embezzlement. In 1982, The Standing Committee of the National People's Congress (NPC) passed a “Resolution on severely Punishing Criminals who Sabotaged the Economy seriously”, which further revised and replenished the relevant articles of the Criminal law. In the later period of 1982, the Standing Committee of NPC passed the Additional Regulation (Draft) on the Punishment of Graft and Bribe Crimes, which further detailed the articles of the graft and bribe crimes, and added new regulations on the declaration of guilt and the measurement of penalty for bribes committed by work unit. On Jan. 21,1998, the Standing Committee of NPC passed the formal Additional Regulations on Punishment of the Crimes of Graft and Bribe. Compared with the draft Additional Regulations, it was made in much more detail and more perfect. On March 14,1997, the National People's Congress passed the Revised Criminal Law. This new Criminal Law has added a new chapter on the Crimes of Graft and Bribes. New Criminal Law defined the criminal subject in more detail, defined the activities of graft and bribes in more detail, and at the same time increased the penalty. But in general, the above anti-corruption laws are still very rough, lacking of a comprehensive anti-corruption code. In the meantime, some important anti-corruption regulations have not become laws. Therefore, government still needs to pay more attention to make anti-corruption law. 


  8. Establish the responsibility system in building a clean government. After the mid-1990's, the Central Government has made great progress in making systematic responsibility rules. (1) Made and implemented the responsibility rules of leading cadres in building a clean government. On Nov. 21,1998, the central government promulgated the Regulations on Carrying out the Responsibility System of Building a clean Government. It clearly stipulated the duties of leading cadres in building a clean government, and established the system of duty examination and responsibility investigation for leading cadres. The implementation of this regulation has increased the accountability of leading cadres, and thus forcefully advanced the progress of anti-corruption work. National and Local governments have made greater efforts in inspections and investigations on the fulfillment of this system. As a result, in 1999, 6,300 leading cadres were blamed for failing to perform their relevant duties, 7,440 leading cadres were punished for the same reason in 2000. �(2) Established and implemented the regulation of responsibility investigation. Besides the regulation of responsibility for building a clean government, a series of special regulations of responsibility investigation have also been put into practice in recent years. For example, recently the State Council has published the Stipulation on Investigating Responsibility of Leading Cadres for especially Big Accidents. The national courts carried out the regulation of finding out the responsibility of judges who made a wrong decision; they also plan to practice the regulation of taking the blame and resigning among leading judges. The organizational department has carried out the policy of finding out who is to blame for recommendation and appointment bad cadres. (3) Looked into the legal responsibility of civil servants that committed crimes of malfeasance. The new Criminal Law revised in 1997 had set up the Malfeasance Crime specified in the ninth Chapter, which stipulated that civil servants who neglect their duty resulting in great loss should be investigated to take responsibility for malfeasance. There were 3,360 malfeasance cases among the 7930 crime cases investigated by the procuratorates in 2000; in the same year, 1,017 malfeasance cases were tried by courts. �Even so, the current achievements in establishing responsibility system for building a clean government is still preliminary, and more work need to be done with respect to coordinating and improving various parts of this system. 


  9. Reform the administrative system of examination and approval to raise the efficiency of government work. The administrative system of examination and approval is an important pattern of economic management in the planning economy, which runs in the opposite direction to the requirements of market economy. This system lowers the efficiency of government, and provides opportunities for government officials to bribes. Therefore, it has become an important part of national government reform to transform the pattern of economic management since 1978. Owing to several rounds of national government reform, many government departments that directly administered economy have been dissolved, and the items that need to be examined and approved by administrative departments have been reduced greatly. In the meantime, in order to improve the foreign investment, some local governments have taken special measures to reform the administrative system of examination and approval. For example, Shenzhen has drastically reformed the administrative system of examination and approval since 1998, and passed the Several Regulations on Reforming the Administrative System of Examination and Approval in Shenzhen in March 1999. During this reform period, Shenzhen government has eliminated 418 items from the total 723 items that need to be examined and approved or a 57.8% reduction, and the items that need to go through simple check and approval has been reduced from 368 to 328. In the meantime, Shenzhen government has also practiced ‘one stop shop’ service. This practice simplified the procedures of examination and approval, increased efficiency of handling official business. Shenzhen's experiments has been fully affirmed by CDIC, and many local governments include Beijing began to follow Shenzhen's example, reduced the items that need to be examined and approved by local governments. In Nov. 2001, central government has decided to reform administrative system of examination and approval in nationwide, which is very helpful to reduce the opportunities for committing corrupt behaviors.  


  10. Expand citizen's participation gradually and strengthen mass supervision. (1) Practice democratic election from grassroots level first. Beginning in the early 1980s, village committees as a kind of mass self'-governance organization had emerged in some villages in China's rural areas. The 1982 Constitution had formally recognized the legal status of village committees. By 1985, the work of establishing village committees had been finished, �948,638 village committees had been established. On the basis of summarizing experiences of village self-governance system, the Standing Committee of NPC passed the Organizational Law of Village committees (Temporary) in 24 Nov. 1987. From 1990, the Ministry of Civil Affairs has actively advanced the spread of model villages for villager self-governance. In 1998, the Standing Committee of NPC passed the Organizational Law of Village committees, village self-governance entered a new period of standardization and legalization. In recent years, some local governments have also promoted neighborhood self-governance in urban areas, and the election of neighborhood committees by urban residents has been practiced. A few local governments have also begun the democratic election of township leaders, which was praised as a "new growth point of democracy at grassroots level".�It has become an important part of controlling corruption at grassroots level to develop grassroots democracy. (2) Introduced the democratic recommendation and democratic assessment mechanism into the promotion and appointment system of leading cadres. The 4th Plenary Session of the 14th Party Congress in 1994 decided to speed up the reform of leading cadres’ promotion and appointment system, increase mass participation into this work through the forms of democratic recommendation, public survey or democratic examination and assessment. In 1995, the Central Committee of CPC published the Regulations on the Appointment of Leading Cadres within party and government, which made it more standardized to promote leading cadres and give more attention to increase mass participation. In general, the work of promoting and appointing leading cadres has become more open, democratic and standardized since 1990s. It has played an important role to curb corruption within the personnel system through reforming the system of leading cadres’ promotion and appointment and increasing mass participation. However, it should be pointed out that, the scope of democratic recommendation and public survey at present is still limited, and the relevant results have only been used as reference for the final decision of appointing leading cadres, as a result, the voice of masses is still very small. (3) Enhanced the supervising role of Peoples’ Congress at various levels. In recent years, the People's Congress at various levels and their standing committees have found a series of effective forms of supervision, which include: inspection on legal enforcement; examination and assessment of those officials elected by People's Congress; system of inquiry by deputies; system of inspection by deputies; proposal reply system, and so on. (4) Provided various facilities for mass supervision. In recent years, the ruling party and government have gradually explored a series of effective systems for mass supervision, which include: reporting system, complaint system, administrative reconsideration system and administrative litigation system.


  The above anti-corruption institutional innovations have played an important role in increasing the transparency of government work, improving competitiveness of the public sector, strengthening accountability of government officials, raising government efficiency, enhancing the legal system, and expanding citizen participation. Therefore, all of them are important step for China to move ahead toward good governance. The above efforts in anti-corruption institutional innovation have also played an important part in checking the growth of corruption. But in the meantime, it should point out that, the period of practicing institutional innovations to prevent and curb various forms of corruption from their institutional roots is very short. It will take a long time to make these innovative institutions form a complete set and play their role fully. Therefore, the achievements to date should not be evaluated too high, China needs to make greater efforts to engage in institutional innovations toward good governance. 
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  What are the driving forces of engaging in anti-corruption institutional innovations? This issue has great bearing on the sustainability of anti-corruption institutional innovations toward good governance. 


  To ensure the long-term stay in power for the party and the government is a strong political motivation driving the top leaders to engage in anti-corruption institutional innovations. Whether the increasingly rampant corruption can be checked will directly affect the life and death of the ruling party and government.  The wide spread and unchecked corruption has increased the burdens of peasants and various enterprises, destroyed social justice and judicial justice, aggravated the contradictions and tensions between cadres and masses, and thus threatened the political stability. Both the second-generation collective leadership and the third generation collective leadership have realized it clearly. As mentioned above, after giving up the mass movement method, neither political education nor severe punishment can effectively check the spread of corruption. Facing this situation, the top leaders have finally realized that, the permanent solution is to engage in institutional innovations to build institutional platform for fighting corruption, and to prevent and curb various forms of corruption from their institutional sources. Thereafter, the Chinese government has made greater efforts to practice a series of anti-corruption institutional innovations in recent years. 


  To promote economic growth and raise competitiveness is a strong economic impetus to drive governments at various levels to carry out institutional innovations toward good governance. "Development is the real truth" has become a common sense in the entire party. This is because, the top leaders after the Culture Revolution fully understood that, both public support and political legitimacy depend on the sustainable and stable economic development and the continuous increase of living standards of people.  The need for economic development is not only driving force of national leaders in engaging in institutional innovations, but also the driving force of local leaders in this aspect. The reason is that, economic development is the major measure to judge the performance of local leaders, and at the same time various local governments have also faced competitive pressure from other regions for improving the climate of investment, job opportunities and sustainable growth. The real favorable institutional climate for economic development should as a minimum includes the following factors: the transparency of government affairs, high efficiency of government work, ensured property rights according to law, government accountability, lower administrative cost and a clean government. Improving the climate of economic development gives impetus to both national and local governments to carry out institutional innovations toward good governance. 


  To increase income and reduce expenditure is also an important impetus for national and local governments to engage in anti-corruption institutional innovations. In the process of economic transition, the weakness of the current finance management system has been exposed gradually, a large amount of public income and expenditure was lost. The runaway increase of various non-tax fees has eroded the state tax base and affected tax sources. The loopholes of tax collection system have lead to great loss of tax revenue. The huge off-budget revenue and 'small treasury' ("Xiao Jin Ku") out of control by budget management has weakened the authority of budget management. Lack of transparency and competitiveness in the government procurement process and public project construction has led to great loss of public funds. The funnel effect of the existing public finance system has brought heavy pressure on national and local treasury. In some regions this situation has even affected the smooth operation of government. But on the other hand, some corrupt officials have appropriated a large amount of state wealth by exploiting the loopholes of the existing public finance system; as a result, it accelerated the siphoning off of public income and expenditures. All of these are forcing governments at various levels to undertake institutional innovations to eliminate the hotbed of corruption from public finance system, and thus reducing finance pressure and guaranteeing the smooth operation of government.  


  The demonstration effect of the gains made from anti-corruption institutional innovation is also an important driving force to push forward the further institutional innovations. Some anti-corruption institutional innovations practiced nationwide or within some regions have produced very good economic and social benefits. For example, according to the preliminary statistics, the total amount of government procurement by open bidding is beyond 20 billion RMB yuan, which saved 2 billion RMB, the average rate of saving money is about 10%. � This kind of fund saving effect will be very beneficial to expand the scope of the new government procurement system. Another example is the reform of administrative examination and approval. Shenzhen has practiced a series of institutional innovations, which include reducing dramatically the items of administrative examination and approval, handling applications by one window, and providing one-stop shop service. These measures have greatly reduced those corrupt activities which are parasitic in the power of administrative examination and approval, raised government efficiency, saved non-productive cost of enterprises, and thus played an active role in improving the investment climate. The demonstration effect of Shenzhen's reform gives impetus to more regions includes Beijing to follow its example.  The third example is the transparency of government affairs. Making village affairs public especially the financial affairs practiced in rural areas has produced very positive effects on checking corruption and improving the relationship between cadres and peasants. The successful experiment of making village affairs public has promoted the extension of making government affairs public into higher levels and into a bigger scope. In one word, the demonstration effect of receiving increasing progressively benefits of anti-corruption institutional innovations has reinforced current innovative institutions, and at the same time gives impetus to governments at various levels carrying out more institutional innovations. 


  Of course, anti-corruption institutional innovations can also meet various obstructions. But these obstructions can be overcome. We can calculate corruption degree or scale by a formula, that is, C = M + D - A- T.  In this formula, C (Corruption) expresses the degree of corruption, M (Monopoly) means government monopoly and its degree, D (Discretion) expresses the degree of administrative discretion), A (Accountability) means government accountability and its degree, T (Transparency) means the transparency of government work and its degree. This formula means that, the degree of corruption is equal to the degree of government monopoly plus the degree of discretion and minus the transparency of government and then minus the accountability. The biggest resistance toward anti-corruption institutional innovations comes from corrupted officials and businessmen that make profits by bribes. The monopoly power of government departments and the discretion power of government officials are the institutional bases of vested interests to gain their benefits. It is possible to undermine and even erode the above institutional foundations for vested interests by introducing the competitive mechanism into the public sector, reducing the sphere of government intervention, increasing the transparency of government works, and increasing individual accountability  of senior officials. Corruption has fostered vested interests, but at the same time, it has also impacted a victim group much larger and potentially more powerful than the vested interests. The victim group includes: the urban and rural poor who have no money to bribe officials, businessmen who abide by law and do business in honest, those civil servants and intellectuals who have talent but no opportunity to use it, and so on. Government leaders at various levels can fully mobilize the above victim group to join in their effort when they carry out institutional innovations, provided these leaders have strong political commitment to fight corruption. They can establish a strong coalition to overcome the resistance from vested interests. In the meantime, it is also possible to minimize the obstruction on anti-corruption institutional innovations by practising incremental reform. 


  In sum, over the long term, the driving forces of anti-corruption institutional innovations will persist, and the resistance can be overcome. This indicates that the anti-corruption institutional innovations have strong sustainability. From the point of view of path-dependence, the new solution to rooting out corruption through institutional innovations has pointed out the direction of fighting corruption, government has stepped forward along this new path in recent years, and these innovative institutions have produced increasing progressively benefits. All of these will further advance the anti-corruption institutional innovations toward good governance. 
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