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The Institutional Predicament of the “Broadening the Power for Counties”
Reform: The Game Between the Administrative Levels
HU Bin, HU Jing

(Urban and Regional Science Institute of Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: We use the public choice theory in the new institutional economics to explain the cause of the
institutional predicament in the “broadening the power for counties” reform from the perspective of the interest
conflict among the administrative levels and establish the model to analyze the province’s incentives and its game
played with the prefecture —city. We get following conclusions. Under the decentralization, the province has the
profit incentive to take the reform motivated by the fiscal target and the regional competition, and the main
obstacle arises from the interest conflict between the province and the prefecture—level city. The province does not
have the incentive to further overcome the obstacle and tackle the following problems on the basis of the
maximization of its own interest. Because the reform changes the incentives and constraints of the prefecture—city,so
it drives the city to play the non—cooperative game. We find that the gain of the reform largely depends on the
structural pattern of the city and county in reality. Finally, we propose some policy advice based on conclusion.
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