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The Boundary and Optimization of Streamlining Administration and
Delegating Power
HUA Sheng'?, CAI Qian*, JI Zheng’
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Abstract: Streamlining administration and delegating power has been mostly carried out in history since the
18th National Congress of the Communist Party of China. However the iterations that have occurred in history keep
us from taking it lightly. Only by setting the boundaries of streamlining administration and delegating power properly
and demarcating redundant procedures and necessary administrative rules, we can consolidate our reform and avoid
the vicious circle in history which is that power concentration bringing sluggishness, then delegating causing chaos,
then the power has to be took back again. To this end, this paper reorganizes the administrative functions of the
government, tries to build a two-level model of government—applicants by means of principal-agent theory, explores
the boundary and optimization of the streamlining administration and delegating power and expands it into a central
government—local government-applicant model analyzing the power decentralization from central government to local
ones. The paper sets the amount of rules as an independent variable and analyzes the cost and benefit of the
government and the applicants, then we show that on condition of information asymmetry, how would the
government determine the optimal amounts of various kinds of rules when providing services and allocating resources
to maximize the social welfare. This requires the government to follow the pace of the information and big data era
in the field of government service functions, making information move consistently instead of the applicant, greatly
reducing and simplifying outdated rules and procedures, and reducing institutional transaction costs. Also, in the
field of government supervision, targeted and flexible regulatory measures should be adopted according to the scope
and strength of externalities to promote Pareto improvement of total social welfare; in the field of government
allocating limited access resources, procedural process reconstruction and deep deconstruction should be implemented
according to the identifiability for rules of information, and rules for providing invalid or excessive cost information
in the configuration screening process should be discarded. For the central government to decentralize the power,
efficiency should be prior achieved as long as the market competition fairness not compromised, and thus power of
making local-adapted rules should be delegated to local authorities. Finally we point out that the modernization of
the national governance system and governance capacity can be promoted through appropriate and accurate
streamlining administration and delegating power.

Key Words: streamlining administration and delegating power; principal —agent theory; national governance
system; modernization of goverance capacity
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