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Literature review on Chinese style decentralization and economic growth
YU Yongze CHEN Lei YANG Xiaozhang

( Institute of Industrial Development Research Nanjing University of Finance and Economics Nanjing 210023 China)

Abstract: The economy of China has maintained a high-speed growth for more than 30 years. It has been also faced with a
series of problems. Many scholars try to explain the cause of the rapid economic growth and problems in terms of institution. E—-
conomic decentralization and political centralization constitutes the core connotation of Chinese style decentralization. Under the
specific institutional arrangements the local government behavior has an important influence on economic growth. By sorting out
the related literature on Chinese style decentralization and economic growth this paper finds out two views: Chinese style decen—
tralization provides economic incentives and promotion incentives for local governments. By the competition for investment at—
traction strengthening infrastructure construction and expanding the opening to the outside world the local governments promote
the regional economic growth effectively; Chinese decentralization brings negative effects on the sustainability of economic
growth such as market segmentation widening income gap between regions redundant construction and the lack of public goods
supply. Under the background of carrying out financial system reform the paper investigates the relationship between the Chi—
nese style decentralization and economic growth. It has the certain enlightenment significance for the structural reforms on the
supply side and the strengthening of sustained economic growth.

Key words: Chinese style decentralization; local government behavior; competitive incentive; economic growth



