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Abstract

In recent years, China’s economy has gained a great progress, but corruption is still
more serious. Firstly, we discuss the strategy of the existing literature combined with
the definition of corruption. Secondly, we make the review and analysis of the litera-
ture with China’s problems. At last, I pay attention to two strategies of the gover-
nance of corruption, and I also have the same idea that, to be consistent with that,
China should strengthen system construction combining with its own culture tradi-
tion on the problem of governance of corruption.
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1. Introduction

In recent years, China’s economy has gained a great progress, but corruption is still
more serious. From the vertical perspective, the aggregate number of China’s Party and
Governors who have been reprimanded for the violations of CPC party disciplines was
amount to 4.2 million in three decades from 1982 to 2011, of whom 465 served as Gov-
ernors (Sheng Ji) or Ministers (Bu Ji). In the 11 years between 2003 and 2014, a total of
352 Deputy Departmental Cadres (Fu Ting Ji) or above were punished, of whom de-
partmental level cadres (Ting Ji) accounted for about 60%, and Provincial and Minis-
terial level cadres (Sheng/Bu Ji) accounted for about 40% [1]; since the convening of the
18th National Congress of CPC, 48 Provincial and Ministerial level cadres (Sheng/Bu
Ji) had been investigated, among which there were 34 from Local Party and Govern-
ment Organs, 6 from State Ministries and Commissions, 4 from State-owned compa-

nies, 2 from Chinese People’s Political Consultative Conference, 1 from Committee of
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Political and Legislative Affairs (Yongkang Zhou), 1 from National People’s Congress.
Among them, 2 people are above the deputy national level, including Su Rong (Deputy
National Level), then the Vice Chairman of CPPCC, Zhou Yong-Kang (National Level),
then the member of the Standing Committee of the Political Bureau of the CPC Central
Committee and secretary of the Committee of Political and Legislative Affairs. At the
same time, the head of Prefecture-level cities under graft investigation has also been in-
creased to 14 people.

From the horizontal perspective, the crime rate of China’s ordinary residents is
1/400; the crime rate of state staffs is 1/200; and the crime rate of Judicial staffs is
1.5/100; so the corruption is very serious. Specifically, the scale of corruption is on the
rise (the amount of corruption cases in 2000-2009); the median amount of corruption is
between ¥ 500,000 and ¥ 1,300,000. According to the number of sort, the types of cor-
ruption in order to sort are as follows: government procurement, contracting projects,
organizational personnel types of corruption, land corruption case (a sharp rise in re-
cent years) [2]. Before 2005, the highest proportion of economic crimes has always been
the misappropriation of public funds, but in 2006, bribery cases have become the first,
and the degree of enterprise participation has intensified [3].

In sharp contrast, China’s fiscal revenue is increasing. According to the public data of
People’s Bank of China, in 2012, the balance of China’s treasury deposits reached ¥ 3.23
trillion, and the balance of “special accounts” at all levels of government reached ¥ 1.42
trillion, and the total fiscal deposits reached ¥ 465 million. Meanwhile the revenue of
the Chinese government in 2012 reached ¥ 11.72 trillion; the national public revenue in
2013 reached ¥ 12.91 trillion. But according to a 2006 report, China’s economic losses
caused by corruption in 2003 were as high as $ 86 billion, accounting for 3% of that
year’s economic output, posed a “deadly threat” to China’s economic development [4].
At the same time, corruption would also bring other negative social impact, such as
higher crime rates [5].

Therefore, if the corruption problem still cannot get a better solution, it will bring
great challenges to the Chinese government and the ruling ability of the party. In par-
ticular, corruption may harm them in the following ways. First, corrupt officials will
reduce the effectiveness of government policies, and lose public trust; and second, cor-
ruption will weaken the ruling ability of the Communist Party; once again, corrupt offi-
cials will seriously distort the allocation of government resources, and will further dis-
tort the market by intervening in the market resource allocation; and finally, corrupt
officials will distort the selection criteria of government talent, and impact on the legi-

timacy of the ruling party.

2. The Definition of Corruption and Research Strategies

Corruption is often considered as a private abuse of public authority (from Transpa-
rency International)’, or a misuse of public assets for private gain(World Bank, 1997).

The economists’ research on corruption mainly focuses on two aspects: the causes of

'See the definition of corruption from Transparency International.
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corruption and the consequences of corruption [6]. At the same time, well-known
scholar Chalmers Johnson believes that corruption is a mechanism for the delivery of
benefits. Through this mechanism, enterprises contribute part of the profits to the rele-
vant politicians, and then establish a “stable political interest alliance”, the final two
sides have access to additional higher revenue, and distort the allocation of resources.

Since corruption is difficult to measure and has privacy, there are some difficulties in
this research, at this stage there are several following research methods: 1) Investigation
Perception: this approach mainly uses the questionnaire to study corruption, such as
analysis with the Corruption Perception Index of Transparency International Index, the
World Governance Index of World Bank and other indicators as alternative variable for
corruption [7] [8]. 2) On-site Audit: Researchers use technologists to re-evaluate gov-
ernment-sponsored projects and compare the differences between actual project costs
(Assess Costs) and government published costs [9]. 3) Exogenous Shock: mainly based
on (quasi)natural experiments to study the changes in corruption under the exogenous
shock, such as the impact of environmental(legal and policy) change on official corrup-
tion [10], or the impact of changes in leaders’ physical health on political affiliation [11]
[12]. 4) The use of experimental economics to study the factors that affect corruption
and governance measures [13] [14] [15] [16].

As far as the research method is concerned, the above methods have advantages and
disadvantages. In the absence of sufficiently detailed data, the first approach may be a
better choice, but it may be difficult to know exactly how the internal mechanisms of
corruption operate; The second method, although it can accurately understand the
corruption and its inherent costs, but will bring a greater financial burden to the re-
search; The third method requires investigators to check strictly whether the shock is
exogenous. The last method provides a new perspective for the understanding of cor-
ruption, but it poses a serious challenge to the extensions of experimental design and

results.

3. The Strategy of Corruption Governance in China and Comment

Communiqué of the Fourth Plenary Session of the 18th Central Committee of the
Communist Party of China stressed “remained committed to fighting corruption®”. The
China’s central government has taken various measures to tackle the problem of cor-
ruption, but in general, it can be divided into two types: Blocking and Dredging.
Blocking aspects, mainly refers to the strengthening of legal punishment, such as in-
creasing the number and breadth of central inspections (in 2013, the central govern-

ment sent two rounds of Central Leading Groups for Inspection Work to carry out a

?October 23 (Reuters)-Communiqué of the Fourth Plenary Session of the 18th Central Committee of the
Communist Party of China: “To adjust to the new normal in China’s economic development, the Political
Bureau has created new ways of thinking and methods for regulating at the macro level, worked to solve
problems hindering economic and social development, and strived to provide safeguards for and improve the
people’s standard of living. It has also basically completed the campaign to heighten awareness of and imple-
ment the Party’s mass line, remained committed to fighting corruption, and responded effectively to all kinds
of risks and challenges. It has thus made fresh progress in all its work and ushered in a new stage of develop-
ment for the cause of the Party and country”.
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nationwide review); dredging aspects, mainly by improving the specific socio-eco-
nomic environment in which crime is perpetrated, such as strengthening personnel
construction, the optimized leadership election and improve the corresponding gov-
ernment system, emphasizing the party and government to “put power into the sys-

tem®”

. So for the current stage of corruption in China, governance should be most still
mainly to blocking, or to dredging? On the one hand, from an economic point of view,
corruption can be considered as the optimal behavior choice of the rationality agents
(officer) under a series of constraints [17] [18] [19]. The rational person’s choice of
whether or not to commit a crime depends on the probability of exposure to corruption
(the probability of being caught afterwards) and the intensity of punishment. So the
government can increase the intensity of judicial expenditure or punishment and thus
improve the effectiveness of the potential deterrent to corruption and eventually reduce
the corruption of officials. On the other hand, in a rapidly transitional and developing
country like China, the social and economic factors that lead to corruption have their
own era characteristics and their own institutional characteristics, which need to be
given guidance and perfection. For example, the inequality of government’s attitude to
business is caused by the inequality of domestic property rights, and corporate bribery
is just a means to protect their property rights [20] [21]. At the same time, some studies
have found that corruption has two meanings in China: in terms of promoting eco-
nomic growth, relevant research suggests that corruption acts as an “economic lubri-
cant”, helping businesses or individuals to bypass inefficient government work, and
bribery may also help government employees to improve working efficiency [22] [23];
in terms of hindering economic growth, relevant research has focused mainly on the
fact that corruption distorts resource allocation as a “grabbing hand”, thereby hamper-
ing economic growth [24] [25] [26]. In addition, some related studies that there are in-
verse U relations between corruption and economic growth [27].

Specifically, what effect should these two kinds of anti-corruption type achieve?
Blocking aspects, although the increase in the amount of judicial punishment can in-
crease the probability of officials being caught afterwards, thereby reducing the corrup-
tion incentives of officials, but when officials start collusion, such as corporate corrup-
tion (this is very common in corruption)*, which often makes the effectiveness of judi-
cial investment reduced, and because government projects often have a variety of
forms, which led to the monitoring effect is often not the same [9]. Although the gov-
ernment in the short term to increase judicial investment, such as the national inspec-
tion can bring some deterrent effect, however, in view of the hidden nature of corrup-
tion, when it was discovered to expose, corruption has caused a greater harm and re-
source allocation distortion to the relevant people. Based on the analysis of 72 provin-
cial and ministerial corrupt officials from 2003 to 2011, it can be found that the average

time span for corruption and arrest is 8.5 years, which in fact has brought a great waste

3See the speech made by general secretary Xi Jinping at the Second Plenary Session of the Central Commis-
sion for Discipline Inspection.

“For example, Professor Xu Yan, Dean of the School of Psychology of Beijing Normal University, emphasized
that some officials were pulled into corrupt groups because of “psychological bundling”.
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of resources to the society’. Dredging aspects are mainly emphasizing the construction
of incentive mechanism, institutional and organizational environment. In the aspect of
incentive mechanism, the goal of the government is multiplicity, and the task of the
government is difficult to measure. Therefore, when the incentive mechanism is de-
signed (the mode of wage setting), the government cannot adopt the highly incentive
and only adopt the lowly incentive method [28]°. In the institutional environment, the
promotion mechanism, reputation mechanism and the term of office will affect the be-
havior of officials [21] [29]’, so it is necessary to rationally construct the corresponding
institutional environment. In the organizational environment, structural differences
within the organization will also affect the efficiency of people to complete the task [30]
[31] [32] [33], so it is also necessary to consider the organizational model within the
government.

To sum up, taking into account the seriousness and urgency of the current corrup-
tion, in the short term, the government should strengthen the judicial punishment; and
in the long run, the government should improve its own organizational building and

strengthen the supervision of society and the party.

4. The Suggestions of Corruption Governance in China

The “Decision” of the Third Plenary Session of the 18th Central Committee of the
Communist Party of China stressed “get rid of defects in various systems and mechan-
isms, and strive to open up broader prospects for socialism with Chinese characteris-
tics”. But also stressed that “the overall goal of deepening the reform comprehensively
is to improve and develop socialism with Chinese characteristics, and to promote the
modernization of the national governance system and capacity”; and the implementa-
tion of political reform requires us to examine the external rules and institutional envi-
ronment of strategic interaction with political players [34], as well as the corruption

governance.

*That is, corruption officials have been punished for almost nine years after corrupt practices, such as corrup-
tion or bribery for the first time, see Research Report on the Politics of Contemporary China.

°In fact, a lot of problems were caused by the strong motivation of the government to implement a single
goal. The central government has clearly recognized this point and wrote it in the Decision of the Centra
Comumittee of the Communist Party of China on Some Major Issues Concerning Comprehensively Deepen-
ing the Reform: We will improve the development progress evaluation system, correct the bias of evaluating
political achievements merely by the economic growth rate. We will increase the weight of other evaluation
indicators such as resources consumption, environmental damage, ecological benefits, excess production ca-
pacity, sci-tech innovation, production safety and new debts, while more emphasis will be put on employ-
ment, residents’ income, social security and public health.

’Ni Xing, Executive Director of Center for Anti-Corruption Studies of Sun Yat-sen University, studied
sub-provincial city data from 2000 to 2010, found that the longer the term of secretary of the municipal party
committee, the higher the level of regional corruption. See http://www.infzm.com/content/96826. And when

officials are nearing the date of promotion (within a year), companies will use political connections to accele-
rate the IPO, see Joseph D. Piotroski, Tianyu Zhang. Politicians and the IPO decision: The impact of im-
pending political promotions on IPO activity in China, Journal of Financial Economics, 2014.01; 111(1): 111-
136. At the same time, the study found that: the provinces with large anti-corruption efforts, usually with the
central “airborne” leaders, the public more trust in their legal system, see Zhu, B., 2014, MNCs, Rents and

Corruption: Evidence from China. Princeton IR Faculty Colloquium.
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From the experience of various countries, although there is no strict specific answer
to anti-corruption, the institutional arrangement of anti-corruption must be combined
with the country’s own cultural traditions and social systems in order to produce more
effective results [35] [36], and cannot ignore the role of traditional cultural and customs
[37], therefore, the problem of corruption governance in China needs to find the cor-
responding solution from China itself. The study found that the incidence of corrup-
tion in China is highly correlated with the government’s own institutional arrange-
ments and social institutional arrangements [38]%. In the short run, the government can
increase the anti-corruption investigation and the corresponding patrol system to re-
duce corruption. But in the long run, the government must complete its own corres-
ponding institutional construction and corresponding social institutional construction.
Only in this way can the corruption be reduced from the root. In fact, the Communiqué
of the Fourth Plenary Session of the 18th Central Committee also highlighted this
point, namely, comprehensively advancing the law-based governance of the country:
“Under the CPC’s leadership, we need to uphold socialism with Chinese characteristics;
put into practice the theory of socialist rule of law with Chinese characteristics; form a
complete system of laws and regulations, a highly effective system to ensure the rule of
law is put into effect, a stringent system to oversee the implementation of the rule of
law, and a robust system to guarantee the rule of law; put in place a well-defined system
of Party rules and regulations; make coordinated efforts to promote law-based gover-
nance, law-based exercise of state power, and law-based administration of government;
adopt a holistic approach to the development of a rule of law country, government, and
society; ensure that a scientific approach is taken to legislation, that law is enforced
strictly, that justice is administered impartially, and that the law is observed by every-
one; and modernize our country’s governance system and capacity for governance”.
And stressed that “to improve the socialist system of laws with Chinese characteristics,
at the heart of which is the Constitution, and strengthen the implementation of the
Constitution; to thoroughly advance the administration of government on the basis of
the law and accelerate our efforts to build a rule of law government; to ensure judicial
impartiality and improve judicial credibility; to strengthen the notion of the rule of law
among all Chinese people and drive forward the development of a rule of law society; to
raise the level of competence of rule of law professionals; and to strengthen and im-
prove the Party’s leadership over efforts to comprehensively advance the law-based go-
vernance of the country”.

Corruption is the use of public power in the hands of government officials to seek
private interests, and then in the context of rule by law, based on the environment,
subject and object of corruption, this article briefly proposes the corresponding sugges-
tions or measures, specifically including the following aspects.

1) Social Environment: this refers to the establishment of fair and equitable legal en-

8Birney stressed that China’s own administrative system increased the concealment of corruption, that is, the
“administrative order” -led regulatory structures increased the difficulty of “discovery and identification” of
corruption.
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vironment’, the implementation of a broader reporting system with accountability, and
a wider and more liberal media communication system (in particular, the disclosure
mechanism of corruption).These measures will, to a certain extent, increase the deter-
rence of corruption, and the study found that with the increase in the number of gra-
duates of higher education (education), people will increase the demand for speech, and
government regulation will only deepen people’s mistrust for government, resulting in
negative effects [39]. Finally, a leniency mechanism can be established for whistleblow-
ers, since such measures can reduce the commitment of “conspiracy to corrupt” [40].

2) Market Environment: this refers to the establishment of an equal enterprise mar-
ket environment, the free exit mechanism for enterprises [41], while adjusting the rela-
tionship between government officials and state-owned enterprises [42].

3) Government: the government should reasonably control the size [43] and decen-
tralization [44], improve the internal consultation system [45], at the same time, streng-
then the system of power balance, establish the accountability system, transparentize
government administrative system [46] and reduce opportunities of intervention in the
markets by the government (such as various approval), thereby reducing the chance of
government corruption at the source.

4) Officials: this refers to the reasonable selection of suitable personnel [47]", the es-
tablishment of effective promotion mechanism [48] [49], reputation mechanism, rota-
tion system [50], cadres exchange in a new spot [51], term of office [52]; Finally, the
government can refer to the national wage level, to consider raising official wages,
which will increase the corruption costs of officials, but the program is implemented on
the premise that the efficiency of the government office to improve and scale down.

5) Public Projects Decision-Making: the government can take collective deci-
sion-making, thereby increasing the cost of corruption coordination and reduce the
probability of corruption [53] [54] [55] [56]"}; at the same time in the implementation

»12

of government projects, which can implement the “four-eyes principle””, and conduct

targeted supervision of public affairs".

5. Summary and Conclusion

Hu Jintao in the report of 18th National Congress said: “If the corruption problem

“With regard to the establishment of an equitable legal environment, the Communiqué of the Fourth Plenary
Session of the 18th Central Committee has emphasized that: “Justice is the lifeblood of the rule of law. Judi-
cial justice greatly encourages social justice, while judicial injustice cripples it. We must improve the system
for managing the judiciary and the mechanisms for the exercise of judicial powers, standardize judicial beha-
vior, tighten oversight of judicial activities, and make every effort to ensure that the people feel justice is
served in every case that comes before the court”.

'“The great charm of power is that it can bring benefits, but behavioral economics study found that when the
power does not bring income, people still have a strong will to grasp the power, mainly because the lack of
power and regret will exacerbate people’s struggle for power, so the need for institutional environment and
the durability of the appropriate public servants.

'Some experimental economics studies have found that decision making is more rational than individual de-
cision making.

2For major projects bidding, financial-related expenditures and police law enforcement, these matters must
adhere to two or more checks, in order to prevent black-box operation, don’t allow individuals to act alone.
3Because of the difference in project and supervision (project participants and top-down officials), the effect
will be different.
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cannot be solved well, it will cause fatal injuries to the party, and even the death of the
party and the nation”. In the first collective learning conference of the Eighth Politburo
of the CPC Central Committee, Xi Jinping talked about the status of the current stage
and has repeatedly stressed: “Things Must Corrupted before Got Grubby”. At this stage,
China is facing a relatively severe corruption situation, which will have a greater nega-
tive impact on national economic and social development [5] [10] [57] [58] [59]".
Therefore, if we cannot deal with this problem well, it will bring long-term harm to the
country and society: for example, serious corruption will reduce people’s trust in the
government, and trust is an important indicator of social capital, and once social capital
is reduced, social corruption will exacerbate and then form a feedback mechanism and
worsen economic development. As a result, the implementation of any policy in the
future will be less effective.

Considering the importance of corruption, this article first outlines the current cor-
ruption and anti-corruption situation based on official statistics. Then, with the defini-
tion of corruption, the author introduces the main research methods. At the same time,
based on the review of the above literature, this article emphasizes the connotation, ad-
vantages, disadvantages and the concrete practice suggestions of the two kinds of anti-
corruption strategies. For the current anti-corruption, the social environment, market
environment, government and the ruling party need reasonable disposal from short
and long term, and strengthen supervision.

Although how to solve the problem of corruption is very important, “what kind of
governance system a country chooses is determined by its historical heritage, cultural
tradition and the level of social economic development, and by the people of this coun-
try. China’s national governance system today is the result of long-term development,
gradual improvement and endogenous evolution on the basis of China’s historical her-
itage, cultural tradition and the level of social economic development™’. Corruption
governance is also true, which needs based on China’s actual conditions and historical
conditions, to find a more suitable governance pattern for China.

Finally, although this paper analyzes the corruption, the current situation of China’s
corruption and the countermeasures in detail from the point of view of literature, it
does not propose a relatively strict theoretical framework. Therefore, this paper hopes
that the future research can further expand in this area and deepen the understanding

of corruption and China’s economic and political development.
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