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Abstract

Competition among local governments grows harsh dur-
ing China’s transition to market economy. On one hand, the
competition pushes local governments to promote economic
development, which accelerate the process of marketization.
On the other hand, the effort of local governments caused in-
ternecine result due to lack of proper institutional structures.
Current theory on competition among local governments
based itself on the background of federalism, which took the
frame of constitutional order as granted. Competition among
local governments in countries where such an order does not
exist is always neglected.

The thesis studies competition among local governments
from the perspective of exit option. Exit option of the mass
is introduced into the competition among local governments
in transitional China. While the exit option of central gov-
ernment is still crucial for competition since it is the central
government who decides the winner of the game. The study
shows that effective cooperation among local governments
should be based on comparative predominance which is

formed by the local governments’ deliberately engagement in
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innovations which is difficult for the other competitors to imi-
tate. Therefore, only under the proper regulation of competi-
tion which can prevent local governments’ inclination to avoid
pressure of competition, can relations among local govern-
ments develop toward a benign circle. The thesis argues that
a proper institutional structure for competition among local
governments should include: a unified national market, cen-
tral policy based on equity, an ageney which settles conflicts
in the competition, and institutionalization of division of cen-
tral and local authorities. The central government plays an
indispensable role in constructing such an institutional struc-
ture. Although local governments should be regulated they
can still make efforts to jump out of the lock-in mire through
transforming the roles of local government, strengthen local
public finance and building its own special predominance
which is irreplaceable. The civil force can also help in regu-
lating competition among local governments. Therefore, we
should give full play to local residents, private enterprises
and also the non-government organizatons in their right to
choose among different jurisdictions.

The thesis can be divided into six parts, the first part
introduces the background and significance of the research,
raises out the the puzzles which the author wishes to ad-
dress, reviews relevant research and explains the perspective
of the research. The second chapter discusses the back-
ground of competition among local governments in transition-

al period. Through comparative study of competition among
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local governments under the exit rights by central government
and the mass, the chapter analyzes the specific background
of competition among local governments in transitional Chi-
na. The third chapter analyzes how local governments com-
pete with each other under this background through a game
model. The fourth chapter clarifies diffevent understanding
of harmful competitions, defines harmful competition among
local governments and argues that regulation of competition is
urgent otherwise the detrimental effects will expand and im-
pede the beneficial effects. The fifth chapter discusses expe-
riences and lessons of regulating competitions among local
governments in US. Through analyzing of China’s previous
attempts in regulating competitions among local govern-
ments, the sixth chapter discusses how to regulate the com-
petition among local governments. The last part gives a brief
account of the whole article and points out limitation of the

research.
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