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ABSTRACLT

Why has China’s gradual approach to economic
reform succeeded? What were the roles that local experi-
ments, ideological shifts, and the state have played in
China’s success? Has China created new models for eco-
nomic development and state governance? The author of
this book tries to answer those questions-in a coherent
theoretical framework that takes an evolutionary perspec-
tive to explaining China’s economic reform.

The premise of this approach is that institutional
change always implies and is defined by ideological discon-
tinuity that changes people’s perceptions of how the world
works and how it should work. Based on this premise,
the theory developed in this book puts the evolution of the
central government’s ideology in the center of its analysis.
In particular, it studies how the interplay of local experi-
ments and the shifts of central ideology has shaped
China’s reform trajectory. In building his theory, the au-
thor has relied on three building blocks, decentralization,
the encompassing state, and volitional pragmatism that

have characterized the Chinese political regimes and politi-



cal philosophy in the last 30 years. Decentralization provides the incentive and
space for local governments to conduct institutional experiments; the encompas-
sing state assures that successful experiments be preserved and spread to the
whole country; and volitional pragmatism keeps the future open to active experi-
ments and ideological changes.

The book is comprised of 12 chapters. Chapter 1 introduces the book;
Chapters 2 to 6 develop the theory; Chapters 7 to 11 provide narratives for five
major reforms, namely, the rural reform, enterprise reform, dual-track price
system, the open-door policy, and financial sector reform; Chapter 12 concludes
the book bydiscussing where China stands now and what are left for further re-
form.

The flow of the book is both theoretical and narrative, Its style is accessible
to both serious researchers and casual readers who have an interest in China or

institutional economics in general.
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