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Abstract

This thesis aims to make a theoretical, empirical and prescriptive contribution to the
contemporary study of policy transfer. In the first regard, it observes that despite bold
claims to the contrary (see Dolowitz and Marsh, 1996; and Evans, ed., 2010), most
studies of policy transfer are characterised by their mono-cultural understanding of the
process of policy-oriented learning reflected in an obsession with the destination of
transfer rather than its original policy setting or settings. This betrays an absence of
strong comparative investigation of the process of learning. Moreover, existing
approaches to the study of policy transfer networks (the process of policy learning) are
limited by their narrow epistemological perspectives as in the main they tend to lend
undue focus on actors, ideas/interests or structure. Following the work of Marsh and
Smith on policy networks (2000), this thesis contends that these elements cannot be
separately analyzed. It therefore advances an interactive model of policy transfer
networks that investigates the process of learning through three interactive dimensions:
between structure and agents, network and context, and network and outcome.
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This brings me to the thesis’s second main contribution – the presentation of original case
study explorations of the role of policy transfer in facilitating the rise of the QuasiCompetition State. The thesis contends that policy transfer has become a key policy
instrument in the process of transition from a command to a market socialist economy.
Indeed, in order to meet the perceived imperatives of state transformation, the ‘Reform
and Open Door’ policy has been featured by a broad range of processes of policy learning.
It is, however, beyond the scope of this thesis to present a comprehensive description and
explanation of this complex and multi-faceted reform process, rather the aim of this
account is to provide an examination of certain processes of policy transfer which are
broadly indicative of the dynamics of change underpinning the incremental process of
reform.
The third and final contribution of this thesis lies in its identification of the ingredients of
rational policy transfer which can hopefully help guide future Chinese policy-makers to
more progressive policy outcomes.
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1
Introduction –
Drawing the Parameters of Research

Confucius said, ‘To approach a task from the wrong end can lead to nothing but trouble.’
Confucius, The Analects, 2.16.

Chinese policy-makers are keen to learn about what works from overseas countries that we admire.
We would, of course, be reluctant to identify those countries for fear of losing face. We prefer to do
our learning in private through international programmes. Here we can ask the difficult questions
and formulate our response without fear of reprisals (Senior Central Government Official, author
interview, November 2012).

1.1. Preamble – Policy Transfer and the Rise of the New China
Since the implementation of ‘Reform and Open Door Policy’ at the early 1980s, China
has experienced a great and historical social change due to progressive incremental
reform that has delivered a result of shifting the country from a command to a market
socialist economy and latterly to what may be termed a New Authoritarian Development
State. Indeed, in order to meet the perceived imperatives of state transformation, Chinese
government has launched a series of profound reform in its government sector and public
institution, programmed to promote economic and social development, this has been
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termed the ‘reform and Open Door’ policy has largely been facilitated through processes
of policy transfer.

The growth of policy transfer has become an inevitable trend in Chinese administrative
and policy development due to the increase of global economic pressures, the rapid
internal growth communications technology and the increasing influence of international
organizations in setting international policy agendas (Larmer, 2005; Scholte 2005; Bell,
2008; and Dillon, 2009). Processes of economic globalization have galvanized the
Chinese government into becoming more and more active in incorporating the policy
experiences of developed countries into its domestic reform programme. This is in
keeping with two overlapping claims about the centrality of institution-building in
development which have gained apostles in Chinese government in the past decade and
which have had an important influence on institutional reform in particular. The first
claim is that institutions matter in development because they provide stable governing
parameters (Leftwich, 2006); the second claim is that the achievement of Good
Governance in ‘Chinese-style’ public administration ensures that institutional rules
remain both stable and effective. Hence the deepening and consolidation of the reform of
the administrative system is perceived by party elites to be of vital importance to ensure
the continuation of the success of the economic reform project in China (Evans, 2010).
Hence, there has been a sharp focus on New Public Management (NPM) type reforms i.e.
the application of private sector methods and public choice precepts in the management
and delivery of public goods. It is also observed that international cooperative
programmes have become the key instrument of policy learning in this area.
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The central aim of this thesis is to provide a study of the ‘Reform and Open Door’ policy
and the processes of reform that it initiated through the lens of policy transfer analysis. It
is, however, beyond the scope of this thesis to present a comprehensive description and
explanation of this complex and multi-faceted reform process, rather the aim of this
account is to provide an examination of a defensible sample of core institutional
innovations which have taken place over the past decade at different levels of
government that are broadly reflective of contemporary dynamics of change. In sum, the
purpose of this thesis is to reduce our present knowledge of the reform of the Chinese
system to manageable proportions which will help us to address more complex questions
about the changing architecture of the Chinese state.

The purpose of this introductory chapter is to sketch the contours of the research design
informing this thesis. It does this in nine parts. Part two provides an understanding of the
phenomenon under study asking the question ‘what is policy transfer and what role does
it play in the Chinese state?’ Part three identifies the core hypothesis to be investigated
through empirical investigation. Part four presents the research questions to be
interrogated to evaluate the core hypothesis. Part five identifies the theoretical problems
to be pursued. In part six, the methodological approach deployed in the thesis is presented
in short. Part seven provides an overview of the empirical investigation. Part eight then
presents the organisational structure of the discussion that follows. Part nine assesses the
core contribution of the thesis and part ten identifies the audiences to which the research
is directed.
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1.2. What is Policy Transfer and What Role does it play in the Chinese
State?
There is nothing new about the concept and application of policy transfer and lesson
drawing as it involves a common learning process whereby knowledge, policies, or
administrative arrangements shift from one nation or policy domain to another (McLean,
& McMillan, 2003, p. 413). The earliest formal identification by the Western world of
policy transfer is that of Aristotle in his Nicomachean Ethics in which he recommended
that the Polis should engage in drawing positive and negative lessons from the
development of great City states (see Evans, 2010). By the end of the 20th century,
scholars such as Common (2001 & 2004), Carroll and Common (2013), Rose (1991 &
2005), Evans (1999, 2004 and 2010), and Dolowitz and Marsh (1996) have used the
concept of policy transfer as an umbrella term for defining a range of processes of
learning which integrates different policy elements from different types of organization.
Indeed, policy transfer analysis has increasingly been used as a practical tool for affecting
‘quick fix’ and ‘short cut’ solutions to policy problems (see Wyatt, 2002).

Theoretically, previous analysis of policy transfer and lesson drawing, such as Rose
(1991, 2004), Bennett (1991a&b), Dolowitz and Marsh (1996) and others have tended to
concentrate on the approach of transferring policy, the method of the transfer and the
lessons derived from it (see: Evans, ed., 2010 & Evans and Marsh, eds., 2012). However,
there is also an increasing interest in exploring what elements influence the success of
policy transfer (see Marsh and Sharman, in Evans, ed., 2010). This puzzle has become
particularly salient with regard to the role of the Chinese state in steering a highly
4	
  
	
  

effective economic reform project in which policy transfer appears to have played a
fundamental role promoting the question – is China particularly adept at policy transfer
and policy oriented learning and if so why?

It is noteworthy that Chinese interest in policy transfer is said to have predated the West.
As early as 422BC, the first historian Qiu Zuo, conjured with the idea of lesson drawing
as an idiom as “yin yiweijian” in his book named Guo Yu1. The idiom of “Yin Yi Wei
Jian” translated as “The overturning of the cart in front is a warning to the carts behind”,
which means a person or organization should be rational enough to learn positive and
negative lessons from others. Fifty years later in 372 BC, the Chinese sage Mencius
advocated “yīnjiànbùyuǎn”(Hulsewé, 1979), which means you can learn lessons
regardless of the space and time period. And the most famous Chinese philosopher
Confucius also said: ‘line three, there must be someone better than me, learn the good
from the one to replace my weakness, and avoid the negative lessons’. These extracts
from Chinese literature demonstrate a long history of lesson-drawing as a theory of praxis
in Chinese policy-making.

In the course of the last three decades, processes of globalization (economic integration,
geopolitics, communications, political integration) have created a great trading-pit in
policy ideas with ‘ready-made’, ‘off the shelf’ solutions to policy problems. This
supermarket approach to policy learning has inhibited rational policy learning in which
policy-makers use credible instruments of policy analysis such as evidence based
evaluation methods to assess the costs and benefits of pursuing a policy drawn from a
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
1

Guoyu, (422BC) is the first work of Chinese history. See Needham, Joseph. (1954). Science and
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non-indigenous setting. The Chinese government has been particularly vulnerable to this
approach as the ‘Reform and Open Door Policy’ has provided a perfect environment for
the application of ‘foreign’ models to ease transition problems. Methods of adaptation,
emulation, hybridization, synthesis and inspiration have played an integral role in
economic and social reform. Although the results have often been impressive, there has
been a rising concern amongst academics and practitioners about why China has been so
quick to learn lessons from Western exemplars rather than steer its own course or learn
from states at a similar state of development.

1.3. The Core Hypothesis
The core hypothesis underpinning this research is to evaluate whether the ‘Reform and
Open Door Policy’ is a product of processes of policy transfer in which the Party in
collaboration with key external organisations have been the primary agents of policy
transfer. It is a current tendency that transition states turn to western countries or
international organisations as a source of policy learning. Indeed, international
organisations such as the IMF, the OECD and the UN increasingly play a fundamental
role in shaping national reform agendas (Stone and Wright, eds., 2007).

At the outset of the reform period, Chinese reformers looked for a neutral, ‘apolitical’
reform programme to reform state institutions, create markets and build private sector
organisations without challenging elite party interests. Reinventing government based on
private sector and leading international experiences represented a politically painless but
socially painful way to reform the state. This is the subject of my story.
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1.4.

Research Questions

This thesis addresses a broad range of research questions to allow for a comprehensive
understanding of processes of learning and their impact on Chinese society. We organize
these into two sets of research questions. The first set of research questions relate to
providing an understanding of the process of learning. These include:
•

To what extent is the reform and open door policy characterised by processes of
policy transfer?

•

What type of transfer has been carried out and why?

•

To what extent are processes of policy transfer featured by distinctively Chinese
characteristics and why?

The second set of research questions refer to how we determine the success or otherwise
of processes of policy learning. These include:
•

What analytical variables need to be taken into account to understand success and
failure in policy transfer?

•

To what extent does the process of transfer determine policy success?

•

What is the difference between evaluating an indigenous policy system and
evaluating a policy transferred from overseas?

•

Is rationality a cognitive condition of successful policy transfer?

•

To what extent does genuine comparison of policy systems influence the success of
policy transfer?

•

To what extent does the degree of compatibility and rationality determine the
success of policy transfer?
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1.5.

Theory Building

The central theoretical aim of this thesis is to assess the importance of the concept of
‘rationality’ (i.e. evidence based policy-making) and in particular the role of
‘compatibility’ in the process of policy transfer. By implication, it questions three of the
key assumptions in the existing literature of policy transfer (Dolowitz and Marsh, 2000)
and policy transfer network analysis (Evans, 2010). Firstly, existing approaches to the
study of policy transfer networks (the process of policy learning) are limited by their
narrow epistemological perspectives as in the main they tend to lend undue focus on
actors, ideas/interests or structure. Following the work of Marsh and Smith on policy
networks (2000), this thesis contends that these elements cannot be separately analyzed.
It therefore advances an interactive model of policy transfer networks that investigates
the process of learning through three interactive dimensions: between structure and
agents, network and context, and network and outcome.

Secondly, as noted by Evans (2009) insufficient emphasis has been placed on
understanding policy transfer as action oriented intentional learning – that which takes
place consciously and results in policy action; hence a focus should be on the study of
agency. This definition locates policy transfer as a potential causal phenomenon – a
factor leading to policy convergence around a successful exemplar through rational
policy learning.
Thirdly, previous studies of policy transfer have emphasized different types of knowledge
relationships, such as the export of policies from one county to another (Dolowitz, 2000),
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information exchange between different governmental organizations. (Wolman, 1992;
Bennett, 1991; and Robertson, 1991), and processes of policy oriented learning between
governmental and non-governmental organizations (Evans, ed., 2004). Conversely, not
enough critical attention has been paid to the interaction between indigenous policy
actors and policy borrowers, in particular the extant literature betrays a lack of detail and
understanding of policy and its delivery in its indigenous setting.

This thesis aims to bridge the gap through the evaluation of the following five hypotheses:
•

The success of policy transfer arises from the effective integration of different sources
of learning often drawn from different types of organization.

•

The success of policy transfer is determined by the degree of compatibility between
indigenous and borrower policy.

•

The success of policy transfer is determined by the degree of rationality (evidencebased policy making), which is applied in the process of policy oriented learning.

•

Successful policy transfer is a product of bounded rationality.

•

There are culturally derived and distinctively Chinese characteristics which underpin
the process of policy learning.

Our understanding of policy transfer in transition states, such as China, will by
implication be enhanced by advancing a framework of analysis that: 1) is sensitized to the
structure and agency problem; 2) recognizes that issues of institutional design are crucial
to the generation of successful policy outcomes, 3) provides the way forward; 4) develops
evaluative tools for understanding what can and cannot be transferred (policy
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compatibility); and 5) identifies the key obstacles to effective policy transfer in order to
enable more effective implementation.

1.6. Empirical Investigation
The five sub-hypotheses identified above will be evaluated through five case study
investigations:
i.

Administrative reform. This case study provides a telling illustration of the changing
character of the Chinese state in a period of rapid social and economic change.

ii. The reform of China’s social security for the elderly. The latest phase in China’s
social security sector reform has been featured by a process of learning from the
German long-term care system. This case study evaluates a hybrid process of
learning in which the benefits of the German model are assimilated within the
Chinese context through a process of ‘trial and error’.
iii. Banking Sector reform. China’s membership of the World Trade Organization (WTO)
provided a great opportunity for foreign banks to enter the Chinese market. It also
challenged the hegemonic position of state-owned banks in China. This case study
investigates the process of learning underpinning banking sector reform and in
particularly, the forms of policy learning adopted by Chinese banks in an attempt to
ensure their survival in an increasingly competitive environment.
iv. The Council of Property Management in China’s Real Estate Sector. China initially
transferred the concept of ‘property management’ from the UK and the USA in the
early 1980’s. Along with it, the first private property management company was
established in the Shenzhen special areas and in 1993, the Chinese government
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created the ‘Council of Property Management’ in the real estate sector in order to
standardize practices. This case study provides a compelling illustration of the role
of policy learning in affecting new market practices.
v.

The foundation of China’s Growth Enterprise Market in China’s Capital
Market. China had no Growth Enterprise Market (GEM) market before 2010. This
was clearly not commensurable with China's economic status. Moreover,
financing difficulties for Small and Medium-sized Enterprises (SMEs) and the
slow pace of high-tech development were also long-term structural problems in
China’s economic and social development. Through this measure, China’s capital
market integrated lessons from the US, the UK and Germany to foster capital
market and technological innovation.

There are six main reasons for selecting these five case studies which, when taken in
combination, provide a strong defence of the sample. Firstly, the author has appropriate
access to decision elites to allow him to investigate these five relatively insulated and
secretive processes of policy learning. Secondly, the case studies are broadly reflective of
different types of policy transfer (ideas, programmes, and institutions). Thirdly, the
sample includes a broad range of policy types (administrative, social, and economic).
Fourthly, the interventions have been introduced at different levels of governance (central,
provincial and local). Fifthly, they have been implemented using different delivery
systems (governmental, QUANGO and private sector). And sixthly, each case study has
been enacted for sufficient time to allow for implementation analysis. This is important
because it is unclear what the objects of transfer are unless you demonstrate their impact
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on society. What is and what isn’t transferred, is of course an empirical question that
needs to be demonstrated through implementation analysis.

1.7. Methodology

This thesis is based on a realist perspective due to the crucial importance of analysing
both agents and structures in social scientific enquiry. Structure and agency issues are
essential elements of any explanation of political events. This idea is central in
understanding success and failure in policy transfer since it is necessary to know to what
extent agents influence structure and vice versa. Moreover, realism uses a mixed method
approach to overcome methodological limitations that other epistemological approaches
experience. This research, therefore, adopts a mixed method of data collection but it is
predominantly qualitatively oriented. It uses a comparative qualitative approach to collect
and analyse data. Hence, techniques such as documentary analysis, in-depth interviews,
observation, key informants and surveys were used. While there are shortcomings in
deploying a mixed method approach such as misunderstandings of qualitative
information and a wrong interpretation of quantitative information; these are overcome
by undertaking a triangulation of the results found with the application of each technique.

1.8. The Structure of the Research
The thesis is divided into two main parts and a conclusion. Part One focuses on theory
and method and encompasses three chapters. Chapter Two argues through a historical
review of Chinese development from the 18th century to the present day that policy
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learning has always been a constituent element of the national culture. Chapter Three
reviews the state of the academy on policy transfer analysis, identifying the strengths and
weaknesses of policy transfer as a conceptual framework with the aim of selecting an
appropriate heuristic model of policy transfer for investigating policy transfer reform
processes in China. It concludes that an approach which: 1) is sensitized to the structure
and agency problem; 2) develops evaluative tools for understanding: a) what can and
cannot be transferred (policy compatibility) and b) the key obstacles to effective policy
transfer as a method of prospective policy evaluation and (3) recognizes that issues of
institutional design (i.e. how policy transfer networks are designed) are crucial to the
achievement of successful policy outcomes, provides the way forward.
Chapter Four examines the methodological issues confronted in the empirical
investigation and highlights the strategies deployed in the thesis for circumventing them.
It identifies two significant problems in the existing literature. The first is the issue of
how we investigate processes of policy learning. The second, is how we both validate that
processes of policy transfer have occurred and measure the success or otherwise of the
process of learning. In response to these problems the chapter presents an interactive
model of policy transfer networks that enables the development of a multi-dimensional
understanding of policy learning which identifies the most appropriate theoretical
understanding of the generated data. This model also enables all of the components of
policy learning to be considered as a whole.
The model provides researchers with a template for what should be analyzed to obtain an
understanding of the current complexity of policy-making processes and their impact on
policy outcomes by investigating the three iterative interactive relationships between the
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structure of the network and the agents operating within them, the network and the
context within which it operates, and the network and the policy outcome.
Part Two concentrates on the empirical aspects of the research and is organized around
five chapters. Chapter five to nine present case study investigations of the role of policy
transfer in the process of transition from a command to a market socialist economy, and
latterly to what may be termed a New Authoritarian Developmental State. In particular,
the empirical investigation focuses on cases of administrative, social and economic
reform including the reform of human resource management (Five); long-term care
system (Six); the banking sector (Seven); property management (Eight); and, China’s
capital market (Nine).
Chapter Ten then undertakes a case study comparison to establish the critical issues
underpinning the process of policy-oriented learning in each of the reform initiatives. The
concluding chapter (Eleven) reviews the main theoretical and empirical findings of the
research, assesses the broader contribution of the thesis to the study of Chinese public
policy and highlights some important avenues for further research.

1.9. Contribution
In summary then, this thesis seeks to make four main contributions to the study of public
policy. Firstly, it evaluates policy transfer analysis as an elite theory of policy
development. Here, the role of an inner circle of indigenous and non-indigenous actors in
processes of policy transfer and their influence over policy outcomes are highlighted.
Secondly, it establishes the analytical and methodological variables needed to understand
the impact of a process of policy development originating from overseas. This, in turn,
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will provide the basis for determining policy success and failure in policy transfer; a
focus of analysis largely ignored within the discipline. Thirdly, this research emphasises
the importance of policy compatibility, evidence-based research and implementation
research in affecting evidence based evaluation approach in policy transfer analysis, since
they provide the methodological tools for assessing policy transfer outcomes. Finally, this
research provides an understanding of a state in transition through the lens of the policy
transfer framework, an uncharted field in Chinese policy science.
In overview, this thesis presents the first comprehensive study of policy transfer in
transition China. Drawing on a collection of ‘in-process’, ‘completed’ and ‘failed’ case
studies of policy transfer, it provides both a multi-level explanatory model that accounts
for the emergence and development of processes of policy transfer between nation states
and a guide to rational policy transfer for practitioners engaged in policy transfer activity.
It argues that evidence-based policy transfer can be both a rational and a progressive
activity if it avoids the ‘learning paradox’ – learning that leads to inappropriate transfer
(Evans, 2010). By implication the study highlights the importance of using tools of policy
analysis to guide processes of policy transfer and ensure that the policy that is transferred
is compatible with the value system of the recipient organization, culturally assimilated
through comprehensive evaluation, and, builds on existing organizational strengths. In
sum, locally sensitive solutions must be found to local problems to achieve sustainable
development.

1.10. Audience
Because of the nature of the topic, this research should be of interest to Chinese
academics and policy-makers. The role of policy transfer in state transformation has not
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been rigorously studied in China. Hence, the presentation of a framework for
understanding the reform process and its outcomes is an important contribution to the
study of Chinese public policy. Policy-makers may also be interested in using the policy
transfer framework in conjunction with the implementation and evaluation approaches to
assess the outcomes of programmes already implemented. In addition, it will make a
general theoretical and case study contribution to the comparative public policy literature
on policy transfer.
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2
Debating Policy Transfer

First, if any individual points have been well made by previous writers, let us try to follow them up;
then from the collection of constitutions we must examine what sort of thing preserves and what sort
of thing destroys cities and particular constitutions, and for what reasons some are well
administered and others are not.
Aristotle (384 to 322 BCE), Nicomachean Ethics (X, 1181b).

2.1.

Introduction

The purpose of this chapter is to provide a critical review of the secondary literature on
the study of policy transfer in order to ascertain the best conceptual foundation for
studying processes of policy-oriented learning in the Chinese context. It begins with the
identification of the evolving opportunity structures for policy transfer and an
investigation of the rudiments of policy transfer analysis. The chapter then proceeds to an
evaluation of main approaches to the study of policy transfer. The shortcomings of this
work are then reviewed in relation to its utility for understanding processes of policy
learning in a transition context. It concludes that an approach which: 1) is sensitized to
the structure and agency problem; 2) develops evaluative tools for understanding: a) what
can and cannot be transferred (policy compatibility) and b) the key obstacles to effective
policy transfer as a method of prospective policy evaluation and (3) recognizes that issues
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of institutional design (i.e. how policy transfer networks are designed) are crucial to the
achievement of successful policy outcomes, provides the way forward.

2.2.

What is Policy Transfer?

There is nothing new about the concept and application of policy transfer and lesson
drawing as it involves a common learning process whereby knowledge, policies, or
administrative arrangements shift from one nation or policy domain to another (Mclean,
& McMillan, 2003, p. 413). As noted above, perhaps the earliest formal identification by
the Western world of policy transfer is that of Aristotle in his Nicomachean Ethics in
which he recommends that the Polis should engage in drawing positive and negative
lessons from the development of great city states (Evans, 2004). By the end of the 20th
century, scholars such as Rose (1991), Dolowitz and Marsh (1996), Evans (2009), and
Carroll and Common (2013) have used the concept of policy transfer (or derivatives such
as lesson-drawing) as umbrella terms for understanding a process in which knowledge
about institutions, policies or delivery systems at one sector or level of governance is
used in the development of institutions, policies or delivery systems at another sector or
level of governance (Evans and Davies, 1999; Evans 2004 and Evans, ed., 2010).
Different forms of policy transfer such as band-wagoning (Ikenberry, 1990), convergence
(Coleman, 1994), diffusion (Majone, 1991), emulation and harmonisation (Bennett,
1991), learning (P. Haas (ed.), 1992) and lesson-drawing (Rose, 1993) have been
identified in a wide ranging and evolving literature which has attracted significant
academic attention from domestic (Dolowitz and Marsh, 1996), comparative (Wolman,
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1992) and international political scientists (Stone, 1999), as well as public management
experts (Common, 2001 & 2004; Carroll and Common, 2013).
Policy transfer is used as a container concept for quite different claims about why public
organisations engage in this form of policy development.

Typically policy transfer

analysts refer to three different processes of transfer: voluntary transfer or lesson-drawing;
negotiated transfer; and, direct coercive transfer. The first is viewed as a rational, action
oriented approach to dealing with public policy problems that emerges from one or more
of the following:
•

the identification of public or professional dissatisfaction with existing policy as a
consequence of poor performance;

•

a new policy agenda that is introduced due to a change in government, minister or
the management of a public organization;

•

a political strategy aimed at legitimating conclusions that have already been
reached;

•

an attempt by a political manager to upgrade items of the policy agenda to
promote political allies and neutralize political enemies.

Negotiated policy transfer refers to a process in which governments are compelled by
other governments (e.g. countries such as the United States, Britain or Japan that give
large amounts of aid to developing countries) supra-national institutions (e.g. the
European Union), international organisations (e.g. the World Bank, the International
Monetary Fund or the OECD) or transnational corporations (e.g. Time Warner, Sony or
Philips), to introduce policy change in order to secure loans or forms of inward
investment. This is not a coercive activity because an exchange process does occur no
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matter how disastrous it may be for the long-term development of the recipient country.
The history of structural adjustment policy in return for investment from the World Bank
or the Asian Development Bank is testimony to the pervasiveness of indirect policy
transfer to developing countries (see Evans, 2004 or Carroll, 2013). Another form of
indirect policy transfer can be identified when governments introduce institutional or
policy changes due to a fear of falling behind neighbouring countries.
Direct coercive policy transfer occurs when a government is forced by another
government to introduce constitutional, institutional or political changes against its will
or the will of its peoples. This form of policy transfer was widespread in periods of
formal imperialism and its implications can still be seen today in contemporary Mexico,
Kenya, India, Pakistan, Sri Lanka, Zimbabwe and South Africa, to name but a few
(Evans, 2004).
Why has there been an upsurge of interest in policy transfer? There are at least six main
reasons for this. First, processes of globalisation, both external to the nation state (e.g.
through changes in the nature of geopolitics, political integration, the internationalisation
of financial markets and global communications) and the ‘hollowing-out’ of the nation
state itself, have created new opportunity structures for policy transfer (Rhodes, 1992)
There are four interrelated trends which illustrate the reach of this process: privatisation
and limiting the scope and forms of public intervention; the loss of functions by central
government departments to alternative service delivery systems (such as special agencies)
and through market testing; the loss of functions from the British government to
European Union (EU) institutions; and, the emergence of limits to the discretion of public
servants through the new public management, with its emphasis on managerial
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accountability, and clearer political control created by a sharp distinction between politics
and administration. One further dimension can be added to these four – the global trend
towards regionalisation and devolution.
Second, policy transfer is more likely to occur in an era of governance with the increasing
pervasiveness of ‘self-organizing, inter-organisational networks’, which compliment
markets and hierarchies as governing structures for authoritatively allocating resources
and exercising control and co-ordination. In times of uncertainty policy-makers at the
heart of networks will look to the ‘quick fix’ solution to public policy problems that
policy transfer can provide either through other governments or from other sectors (e.g.
the Community Sector and social inclusion policy). In a sense, we can understand policy
transfer as evidence based policy-making on the hoof.
Third, ideological symmetry between governments provides a strong foundation for
policy oriented learning. For example, processes of learning across time and space
characterized the flow of ideas between the Clinton, Blair, Rudd and Gillard governments
in the UK, the US and Australia particular in the area of social policy reform. Prominent
examples include: education (reduction of class sizes), crime (zero-tolerance, anti-truancy
drives), and welfare reform (welfare to work and creation of work incentives). As Tony
Blair (1999) observed when he was the Prime Minister of the United Kingdom:
Government expects more of policy-makers, more new ideas, more willingness to question inherited
ways of doing things, better use of evidence and research in policy-making and better focus on
policies that will deliver long-term goals.

Fourthly, for policy scientists it provides a rich source for investigating structures and
processes of collaborative governance as policy transfer is often the outcome of
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collaborative activities between governmental and non-governmental actors which have
become increasingly salient in an era of governance.
Fifthly, it is evident that structures of collaborative governance such as those that emerge
to steer processes of policy transfer can both extend and limit participation; empower and
disempower affected societal groups. We shall see a little later that policy transfer tends
to be reserved for elite groups and actors. Only the select few can join in!
However, as we shall see from this PhD thesis, policy transfer isn’t confined to Britain
and America. The sixth main reason why there has been an upsurge of interest in policy
transfer is that the securing of loans by developing countries from the International
Monetary Fund and elsewhere has become conditional on the introduction of adjustment
programmes including initiatives such as privatisation. Such programmes are predicated
on a western interpretation of ‘Good Governance’ and give rise to negotiated processes of
policy transfer.

2.3.

Conceptual Origins

The modern study of policy transfer originates from a sub set of the comparative politics
literature; policy diffusion studies. Research in this area focused on identifying trends in
timing, geography, and resource similarities in the diffusion of innovations between
countries, and, in the United States, between states (see Roger, 1962 & Walker, 1969).
However, the research revealed next to nothing about the content of new policies. In
contrast, the contemporary literature on policy transfer primarily focuses on voluntary
transfer between jurisdictions, identifying a process in which policies implemented
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elsewhere are examined by rational political actors for their potential utilisation within
another political system. More recently the literature has begun to address questions
concerning coercive transfer. As Rose (1991, p. 3) puts it, ‘Every country has problems,
and each thinks that its problems are unique...However, problems that are unique to one
country...are abnormal...confronted with a common problem, policy makers in cities,
regional governments and nations can learn from their counterparts elsewhere
responded’.
In sum then, policy transfer analysis is a theory of policy development that seeks to make
sense of a process or set of processes in which knowledge about institutions, policies or
delivery systems at one sector or level of governance is used in the development of
institutions, policies or delivery systems at another sector or level of governance. The
literature on policy transfer analysis may be organized into two discernible schools: one
which does not use the label ‘policy transfer’ directly but deals with different aspects of a
process of policy-oriented learning using different nomenclature; and, one which uses the
concept directly. The former includes the literatures on: band-wagoning (Ikenberry, 1990);
convergence (Bennett, 1991a&b; Seeliger, 1996); diffusion (Majone, 1991; Shipan and
Volden, 2008; Walker, 1969); evidence-based practice (Davies et al., 2000; Cartwright
and Hardie 2012); learning (Greener, 2001); and, lesson-drawing (Rose, 1993 & 2005).
The latter includes the work of domestic policy scientists (Dolowitz et al., 2000; Evans
and Davies, 1999; and, Page, 2000), comparativists’ (Common, 2001&2004; Peters 1997;
& Wolman, 1992); and, international policy scientists (Carroll, 2013; Evans and Cerny,
2004; Gilardi, 2012; P. Haas, ed., 1992; Stone, 2000).
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2.4.

Approaches

There are four main approaches utilised in policy transfer analysis: formal policy transfer
analysis, personal interaction approaches, policy diffusion studies and inclusive
approaches.

Formal Transfer Analysis
Formal transfer analysis is used by policy scientists who focus on the process of policy
transfer directly in order to explain the voluntary, or negotiated importation of ideas,
policies or institutions. It has tended to be a predominantly inter-state approach which
emphasizes the role of state actors as active agents seeking solutions to policy problems
rather than the passive agents depicted in pluralist or corporatist decision literatures. The
role of the agent of transfer (e.g. policy entrepreneurs such as think tanks, knowledge
institutions, or pressure groups) is also considered to be critical within this approach.
Two key applications of the concept can be identified within this approach. Bennett
(1991) utilises policy transfer as his key independent variable. In this sense the process of
transfer is used to explain why a particular policy was adopted. For example, Bennett’s
work on policy convergence focuses on the transfer of policy goals, content and
instruments (e.g. privatisation programs). He has conducted empirical research on,
amongst other areas, how and why evidence about the United States Freedom of
Information Act (FOIA) was utilised in Canada and Britain. He reveals that FOIA was
used as an exemplar in Canada and the reverse in Britain.
Policy convergence reveals a process in which international solutions are implemented to
solve domestic state problems. Bennett (1991) claims that the word ‘convergence’ refers
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to the phenomenon of Policy A existing in many countries. He identifies three main
phases of policy transfer: 1) the awareness of the programme; 2) the utilization of
knowledge; and 3) the adoption of the same programme (Bennett, 1991). In short,
Bennett’s policy convergence (1991) approach suggests that evidence of success in
policy, administrative arrangements, and institutions in Country A leads to the adoption
of policy, administrative arrangement, and institutions in Country B. By implication
studies of policy convergence focus on structural factors such as policy outocmes as the
products of institutions (Levi-Faur, Xavier and Jacint, 2009, p. 6).
For example, Shu, han (2009, Henan daily, October) concludes that policy convergence
occurred between the Bush and Blair governments in the field of Anti-terrorism policy,
especially after 9/11 in New York and 7/11 in Kings Cross London. Hence policy
convergence tends to be driven by processes of globalization – geopolitics, political
integration, global communications, and the global economy (Cao and Prakash, 2010). In
this case cooperation through international regimes of governance leads to policy change.
A second usage of the term can be found in the work of Richard Rose (1991; 1993; 2005).
Rose uses policy transfer as a dependent variable (a phenomenon that needs to be
explained). He attempts to explain why a policy transfer occurs and how lessons are
incorporated into a political system through various processes of copying, emulation,
hybridisation, or inspiration. Rose (1993, p.6) emphasises the role of the bureaucrat and
the programme itself:
A Programme is a creation of public law; a statute identifies its purposes and the conditions under
which it operates. Money to finance the programme is appropriated in the budget. A specific public
agency and employees are responsible for administering a programme. The outputs of a
programme can take many forms: money (a social security benefit); services of public employees
(health care or education); or normative rules (laws about environmental pollution). A programme
is an instrument of public policy, because it is a necessary means of achieving policy intentions.
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The programme approach provides us with key insights into the nature of the process of
transfer. His latter work Learning from Comparative Public Policy (2005) took this one
step further in confronting, two of the central problems with much of the present
academic literature on public policy in general and lesson-drawing or voluntary policy
transfer in particular. First, there is the relative absence of prescription tools to help
public organisations solve public policy problems and, secondly, a failure to engage with
practice, reflected in the reluctance to make social scientific enquiry relevant to practice.
This has made it all too easy for practitioners to dismiss social scientific enquiry as
‘abstract’ and ‘impractical’ at a time when academics should be helping to set the public
policy agenda. The integral relationship between evidence-based practice, rational lessondrawing and good policy-making has created a political space for comparative public
policy specialists to provide a unique contribution to public policy discourses.
Rose makes a compelling case for why lesson-drawing has become a rational choice for
policy-makers around the world and, most significantly, provides a rigorous set of
guidelines to inform successful lesson-drawing. This is a book about ‘political
engineering’ and the application of social science knowledge to ‘a world in which
policymakers must make choices’. Learning from Comparative Public Policy combines
social scientific reflection on the domain and utility of the concept of lesson-drawing
with a prescriptive enterprise aimed at providing a practical guide to learning. As Rose
(2005, p. xi) asserts, it is ‘…not a book about explanation, for theories that specialize in
explanation, such as rational choice, do not tell you how to do what is rational. This book
is addressed to readers who want to learn how to draw lessons’. He defines a lesson and
its domain of utility as a:
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distinctive type of programme, because it draws on foreign experience to propose a programme that
can deal with a problem confronting national policymakers in their home environment…It is a
practical, nuts and bolts outline of the means as well as the ends of policy (2005, p. 22).

Rose (2005, pp. 21-24) is careful to identify what lesson drawing is and what it is not:
A lesson omits information that is interesting but non-essential and includes what is essential to
make a programme work…lesson-drawing is about the introduction of parallel programmes in more
than one country…The focus of lesson-drawing is on the programmes that are adopted in the
process of diffusion…Lesson-drawing does not share the deterministic assumption of diffusion
studies that all countries will sooner or later adopt a more or less similar programme in response to
a common stimulus…Lesson-drawing expands the scope for choice in the national political agenda,
for it adds to proposals generated by domestic experience the stimulus of examples drawn from
foreign experience…Lesson-drawing accepts the contingency of public policy because it specifies
the conditions that must be met for a programme to be effective, it can also identify under what
circumstances a programme that works in one country will not work in another. It thus avoids the
one-size-fits-all prescriptions of international management consultants…A lesson can be a warning
about what not to do…A lesson is a bridge across time as well as space. It combines knowledge
about what is happening in another country today with a specific proposal about actions that a
government here might take to improve public policy in the future.

Significantly, political rhetoric citing foreign examples is not lesson-drawing. Rose’s
voluntaristic approach to lesson-drawing also suggests that unique policies and
programmes are rare although he does not discount major policy change – particularly
where lessons are drawn transnationally. Rose does not state whether this leads him to
conclude that lesson-drawing is all pervasive. Indeed, he argues that the first logical
response of a policymaker in attempting to deal with a problem will be to look for similar
examples elsewhere. This observation beckons the question: if lesson-drawing has
become such an every day part of policy-making is it a normal form of policy
development? Rose is clear that lesson-drawing is an intentional exercise involving
research – suggesting that personal past experience does not count. Thus, a policy-maker
who moves from organization A to organization B and then draws instinctively or
deliberately upon some fragment his/her past experience in organization A cannot be said
to have drawn a lesson. Rose’s caveat is important for otherwise there is no boundary to
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what counts as lesson-drawing. Even policy innovations will be bound to rely on prior
knowledge to some degree. It would, in any case, be impossible to identify lessons at this
level of detail. No group or individual can reasonably be asked to identify all the
influences that led to a particular complex decision.
The chapters that follow in his account are organised around a detailed sequential
discussion of ten steps that Rose recommends to practitioners in order to evaluate
whether or not a non-indigenous programme should be applied domestically:
1.

Learn the key concepts: what a programme is, and what a lesson is and is not.

2.

Catch the attention of policymakers.

3.

Scan alternatives and decide where to look for lessons.

4.

Learn by going abroad.

5.

Abstract from what you observe a generalised model of how a foreign programme
works.

6.

Turn the model into a lesson fitting your own national context.

7.

Decide whether the lesson should be adopted.

8.

Decide whether the lesson can be applied.

9.

Simplify the means and ends of a lesson to increase its chances of success.

10.

Evaluate a lesson’s outcome prospectively and, if it is adopted, as it evolves over
time (Rose 2005, p.9).

Each chapter draws on selective empirical, personal anecdotal evidence and assertions
from secondary literature culminating in the observation, ‘As time goes by, the ultimate
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achievement is that the foreign origins of a programme are forgotten. It then becomes
described as no more and no less than ‘the way we do things here’ (Ibid., p. 139).

Ideational Approaches
If formal approaches focus on the structural aspects of policy learning rooted in
institutional analysis, ideational approaches focus on agency. This approach argues that
policy learning is almost solely based on the personal interaction between agents of
transfer, bureaucrats and politicians within interorganisational settings. As Evans (2009,
p. 244) notes, ‘the study of policy transfer analysis should be restricted to action-oriented
intentional learning: that which takes place consciously and results in policy action’.
In these settings there exists a pattern of common kinship expressed through culture, rules
and values. Hence an emphasis is placed on analysing the structure of decision through
which policy transfer takes place and relationships between agents of transfer and their
dependencies. Here ideas matter. For example, Carroll and Common’s (2013, p. 4)
impressive Policy Transfer and Learning in Public Policy and Management focuses on
‘the need to consider the processes within which policy ideas, techniques and practice are
exchanged’. Stone’s work (1996 & 2000), identifies think tanks as key agents of policy
transfer within what are termed ‘epistemic communities’. Epistemic communities are
comprised of natural and social scientists or individuals from any discipline or profession
with authoritative claims to policy relevant knowledge that reside in both national,
transnational and international organisations. The function of these communities is to
facilitate the emergence of policy learning that may lead to policy convergence. The
epistemic communities literature has been used to explain how international policy has
29	
  
	
  

converged in areas such as GATT, food aid, financial regulation and environmental
issues through regime politics.
The social learning approach is also associated with the personal interaction approach. It
focuses on the factors which influence how politicians and policy-makers learn how to
learn and addresses problems such as when and how politicians, policy makers and
societies learn how to learn.

An emphasis is placed on seeking to understand the

psychology of individual and group behaviour as a trade-off between organisational and
societal influences (Dunlop, 2009).

Policy Diffusion Studies
A distinct categorisation for policy diffusion studies may be identified because such
studies, while not using the concept of policy transfer directly, seek to identify and
quantify patterns of diffusion that are germane to the process of policy transfer itself.
Such studies are common in the United States in relation to the diffusion of innovations
across state jurisdictions (e.g. Boushey 2010; Karch 2006 & 2007; Weyland, 2007) and
local governments (e.g. Shipan and Volden, 2008) in European Union studies (see
Füglister, 2012) and in international studies (see Brooks, 2005).
Peters (1997) for example, examines the diffusion of administrative reform policy
transfers through the member countries of the OECD. He argues that policy transfer, or
policy learning, is a common activity in governments around the world, but that there are
differences in the rates at which countries are able to learn and adapt. These differences
are explained by structural factors such as economic, ideological, cultural and
institutional commonalties. Those countries similar in these ways are more likely to
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transfer policy. He concludes that cultural variables play an extremely important role in
the transfer of policy innovations among countries particularly in relation to geographical
proximity and political similarity. However, another set of policy ideas, those associated
with political parties and ideologies, appear to have much less of a relationship with the
spread of managerialist reforms.

Inclusive Approaches
Dolowitz and Marsh (1996; 2000) lead efforts within British political science to develop
an inclusive model of policy transfer which draws on the work of Rose (1991, 1993),
Bennett (1991a, b), Robertson (1991), and Wolman (1992). In essence, they draw
together a general framework of heterogeneous concepts including policy diffusion,
policy convergence, policy learning and lesson drawing under the umbrella heading of
policy transfer. Hence policy transfer is used as a generic concept which encompasses
quite different claims about the nature of policy development. Dolowitz and Marsh (1996,
p. 357)provide an extremely useful framework which invites others to criticise and
develop it, ‘[w]e have suggested a series of questions which can be used both to organise
our current knowledge of the process and to guide future work’. The framework
developed by Dolowitz and Marsh is clearly designed to incorporate a vast domain of
policy-making activity by classifying all possible occurrences of transfer, voluntary and
coercive, temporal and spatial. Policy transfer is common in this scheme and processes
such as the ‘rapid growth in communications of all types since the Second World War’
have accelerated the process (1996, p. 343). This is not, however, a claim that policy
transfer is all-pervasive and Dolowitz and Marsh make no comment on the difference
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between policy transfer and normal forms of policy innovation, nor whether policy
transfer falls entirely within the parameters of policy succession.

2.5.

The Limits of Policy Transfer Analysis

Each of these applications has its merits. They are sound in their descriptive
understanding of policy development and can be used to explain certain aspects of the
process of transfer. The existing research tells us who has relationships with whom and it
can describe how these relations impinge on the making of policy (e.g. why some actors
are central and others are not). However, most accounts lack the methodological tools
necessary to provide a rigorous understanding of the movement of ideas from one setting
to another. Moreover, their understanding of the process of policy transfer are at best
patchy and are vulnerable to the criticism that it is questionable that transfer has actually
occurred at all. As Evans (2006, p. 486) notes ‘it may be argued that policy transfer and
by implication lesson-drawing does not advance an explanatory theory of policy
development’, or, as Ed Page (2000, p. 12) puts it, the researcher should not expect from
the literature ‘firm guidance about how to frame the research questions or how to pursue
them empirically’ (see also: Dolowitz and Marsh, 2000; Evans and Davies, 1999; and,
James and Lodge, 2003). For example, the lesson-drawing and ideational approaches
cannot provide a general theorization of policy change that accounts for all processes of
lesson-drawing. It can only provide a partial account of policy change emanating from
the relationship between the structure of the decision network and the agents operating
within them and the network and the policy outcome. If applied in isolation from macroanalysis, this overlooks the potential for the existence of a causal relationship between the
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network and the environment in which it operates. Moreover, at the same time, the
network is interpreted, reinterpreted and constrained by participating actors. Hence, the
complex, interactive relationship between network (structure) and agency needs to be
analysed in any study of lesson-drawing/policy transfer. Moreover, finding the evidence
that a lesson has been drawn demands excellent access to key informants in informal
decision-making processes. Such access is not often possible either in developed or
developing countries.
Two further shortcomings are evident. The first is that the study of policy transfer would
benefit from a reflection of how traditional organisations can become learning
organisations. Rose (2005, pp. 104-5) himself argues that the strategic direction of public
organisations are path dependent and characterized by ‘inheritance rather than choice’ in
the sense that ‘past commitments limit current choices’. Hence a set of recommendations
on how to break from the ‘wicked context’ problem would be extremely useful (see:
Common, 2004). Secondly, a more detailed identification of potential obstacles to
successful policy transfer would provide important insights for practitioners into how to
develop: a) the type of learning organization conducive to the facilitation of successful
lesson-drawing and b) how to develop a model of prospective evaluation to guide
effective lesson-drawing.

2.6.

The Way Forward

In summary then, what would be the properties of a rigorous approach to the study of
policy transfer? It is proposed here that an approach which: 1), is sensitized to the
structure and agency problem; 2), recognizes that issues of institutional design (i.e. how
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policy transfer networks are designed) are crucial to the achievement of effective policy
outcomes; and 3), develops evaluative tools for understanding: a) what can and cannot
be transferred (policy compatibility) and b) the key obstacles to effective policy transfer
as a method of prospective policy evaluation provides the way forward. Let me elaborate
on these issues more fully.

The Structure/Agency Problem
Simply put, formal transfer analysis and the ideational approach tend to privilege either
structure or agency factors in processes of policy transfer. Following Marsh and Smith’s
(2000) critique of policy network analysis, I seek to confront this problem by combining
the strengths of formal transfer analysis and the ideational approach and integrating them
into a coherent analytical approach. The new element which we can take from this
approach is that policy transfer processes are driven by policy transfer networks that
generate policy outcomes emerging from three interactive or dialectical relationships
between: the structure of the network and the agents operating within them; the network
and the context within which it operates; and the network and the policy outcome. It is
also argued that macro-level variables are interpreted by both actors and through network
relationships and should not be seen as distinct from the object of enquiry – the process
of policy learning.
As noted by Evans (2009) policy transfer should be understood as action oriented
intentional learning – that which takes place consciously and results in policy action;
hence the focus should be on the study of agency. This definition locates policy transfer
as a potential causal phenomenon – a factor leading to policy convergence. Nonetheless,
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policy transfer should be distinguished from policy convergence in that the latter may
occur unintentionally – for example due to harmonising macroeconomic forces or
common processes. The element of intentionality in this definition of policy transfer
makes both an agent and ideas essential to both voluntary and coercive processes.
Intentionality may be ascribed to the originating state/institution/actor, to the transferee
state/institution/actor, to both, or to a third party state/institution/actor. For example, if
the agent of a particular transfer is the state which first developed the policy, or a third
party state (Country C) seeking to make Country B adopt an approach by Country A, it is
likely that there are coercive processes at work. Alternatively, there may be a series of
agents at work either simultaneously, or at different points in the process. A necessary,
but insufficient criterion for identifying policy transfer is therefore to identify the agent(s)
of transfer, to specify the role played by agent(s) in the transfer and the nature of the
transfer that the agent(s) is/are seeking to make.

Designing Instruments of Policy oriented Learning
Recent studies of processes of policy transfer have emphasized the role of policy transfer
networks as key instruments of policy oriented learning (Evans 2009; Ladi, 2002;
Mokhtar, 2001). These are collaborative decision structures comprised of state and nonstate actors that are set up with the deliberate intention of engineering policy change. It is
argued that policy transfer networks matter because they shape the nature of policy
outcomes emerging from the process of transfer. Moreover, the creation of a policy
transfer network provides an opportunity structure for the creation of further policy
transfer networks.
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Evaluative Methods – determining the success or otherwise of processes of policy
learning
International organizations, Knowledge Institutions and think tanks play a key role in
facilitating policy-oriented learning through imparting technical advice, for the content of
policy transfers normally reflect areas where indigenous state actors lack expertise. This
observation has particular resonance in transition countries such as China as the content
of policy transfers often takes the form of conditions imposed by, for example, the WTO
in return for membership. Hence, transition countries can become dependent on the
technical expertise and other resources of non-state actors. Agents of policy transfer that
can bridge the indigenous knowledge gap can become important players in policy transfer
networks. However, the degree of autonomy that state actors can demonstrate from the
expertise of non-state actors tends to be broadly representative of their state of
development. For example, in most instances, voluntary forms of policy transfer
demonstrate the relative autonomy of state actors in decision processes, while coercive
forms of policy transfer demonstrate the incapacity of a state to maintain its national
sovereignty over decision-making. Although in the Chinese context, the government has
made concerted efforts to guard its autonomy. Nonetheless, the privileging of
unaccountable agents of policy transfer within policy transfer networks can lead to
cultural imperialism through the back door via the transplantation of international policy
agendas that are at odds with indigenous policy systems. A necessary criterion for the
development of effective policy transfer networks must therefore be to ensure that such
reforms are compatible with indigenous policy systems and settings.
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The issue of policy compatibility is, of course, not the only potential obstacle to
successful policy learning. This thesis stresses the importance of developing a rigorous
implementation perspective in policy transfer analysis to ensure that policy transfer has
taken place. This will allow for the identification of the type of learning organization
conducive to the facilitation of successful lesson-drawing and the development of a
model of prospective evaluation to guide effective lesson-drawing. Here this thesis will
drawn on the work of Evans (2006) who has identified three broad sets of variables or
obstacles to transfer which he derives from the case study literature: ‘cognitive’ obstacles
in the pre-decision phase, ‘environmental’ obstacles in the implementation phase and
domestic and, increasingly, international public opinion. These variables interact in
complex and often unexpected ways and inform the process of policy transfer.
‘Cognitive’ obstacles refer to the process by which public policy problems are recognized
and defined in the pre-decision phase, the rationality of the search conducted for ideas,
the receptivity of existing policy actors and systems to policy alternatives and the
complexity of choosing an alternative. The most significant cognitive barriers for agents
of policy change to overcome at this stage of policy development are the prevailing
organizational culture and the need for effective cultural assimilation of policy
alternatives.
‘Environmental’ obstacles refer to the absence of effective cognitive and elite
mobilization strategies deployed by agents of policy change, the need for the
development of cohesive policy transfer networks to ensure successful policy-oriented
learning, the broader structural constraints (institutional, political, economic and social)
that impact and shape the process of lesson-drawing and the normal technical
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implementation constraints that constrain or facilitate the process of lesson-drawing.
The latter would include: coherent and consistent objectives; the incorporation of an
adequate causal theory of policy development; the sensible allocation of financial
resources; hierarchical integration within and among implementing organizations; clear
decision rules underpinning the operation of implementing agencies; the recruitment of
programme officers with adequate skills/training; sufficient technical support; and, the
use of effective monitoring and evaluation systems including formal access by outsiders.

2.7.

In Conclusion – Understanding Policy Transfer

In sum then, policy transfer analysis is a theory of policy development that seeks to make
sense of a process or set of processes in which knowledge about institutions, policies or
delivery systems at one sector or level of governance is used in development of
institutions, policies or delivery systems at another sector or level governance (Evans
2009, p. 244). Policy transfer analysis describes, almost uniformly, a lateral ring of
information ‘exchange’ (Wolman, 1992; Bennett, 1991; and Robertson, 1991; Parmar,
2002) that leads to policy change in a non-indigenous setting.The study of policy transfer
can only be distinctive from the analysis of normal forms of policy-making if its focuses
on the movement of ideas between systems of governance in different countries. Policy
transfer is therefore best concerned with the study of features of contemporary policy
change that are not otherwise explained.
However, most accounts lack the methodological tools necessary to provide a rigorous
understanding of the movement of ideas from one setting to another. Moreover, the
understanding advanced on the process of policy transfer are at best patchy and are
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vulnerable to the criticism that it is questionable that transfer has actually occurred at all.
It is therefore proposed in this thesis that these weaknesses can be overcome through the
application of an approach which: 1) is sensitized to the structure and agency problem; 2)
recognizes that issues of institutional design are crucial to the generation of successful
policy outcomes, provides the way forward; and 3) develops evaluative tools for
understanding: a) what can and cannot be transferred (policy compatibility) and b) the
key obstacles to effective policy transfer as a method of prospective policy evaluation.
The next chapter will present the research design underpinning this thesis and by
implication will seek to explain how this new framework will be operationalized in my
empirical research.
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3
Chinese Development – a History of Pragmatic
Policy Learning?

‘[N]o matter if it is a yellow cat or a black cat as long as it can catch mice, it is a good cat’ (Deng
2
Xiaoping taken from a Sichuan proverb).

3.1.

Introduction

China’s recent economic growth and associated institutional development have been so
spectacular that it is relatively easy to draw the conclusion that it possesses a significant
learning capability. As the quotation from Deng Xiaoping above illustrates, traditional
Chinese scholarship relates this capability primarily to a culture of pragmatism. The
purpose of this chapter is to evaluate whether there is historical evidence that
demonstrates the presence of a culture of learning within China’s developmental elite and
seeks to identify its’ key ingredients. This will provide a historical foundation to our
understanding of processes of policy learning in subsequent chapters.
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  Deng is often quoted as referring to a ‘white’ rather than a ‘yellow’ cat in this celebrated speech but this
quote is taken from the original text of the speech which can be found in Deng’s village museum in Paifang
in Sichuan province.	
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Our empirical focus here will be on developing a historical understanding of the role of
policy learning in the area of administrative reform. This is an important topic because it
provides us with a measure of the changing nature of the Chinese state, agents of change
and their adaptive capacities. Notably limited research has been forthcoming on this topic
and it therefore constitutes a significant gap in the study of China’s transition (Evans,
2010). The purpose of this chapter is to bridge this gap and offer an understanding of
processes of policy-oriented learning which have underpinned administrative reform
though with very specific ‘Chinese Characteristics’.
The chapter has been written by reviewing the history of Chinese opening up and the
governance reforms, which have underpinned the transition arising from processes of
policy-oriented learning. It encompasses the period from the Opium War3 to the transition
period post China’s accession to the World Trade Organization (WTO) on 10 November
2001. A core argument runs through this analysis – that processes of policy-oriented
learning from Western exemplars provide a site of struggle between competing
conceptions of social progress and reaction.
The discussion which follows is organized around the following structure: firstly, it
reviews the prelude to Chinese opening up – the period of relative isolation from the
outside world (17th Century to Mid-19th Century). Secondly, we turn to the Qing Dynasty
(1860 to 1912) which was characterized both by conflict between reformists and
conservatives and by processes of policy-oriented learning. The chapter then turns to the
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  The Opium Wars, also known as the Anglo-Chinese Wars, divided into the First Opium War from 1839 to
1842 and the Second Opium War from 1856 to 1860. These were the climax of disputes over trade and
diplomatic relations between China under the Qing Dynasty and the British Empire.	
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period of policy learning in the Republic of China, which it studies through the
ideological motifs of ‘Westernization’, ‘Russification’ and ‘Localization’ (1912 to 1949).
The fourth part of the chapter appraises the outcomes of processes of policy oriented
learning after the founding of the People’s Republic of China (1949 to the present). This
may be considered as the period of full ‘Russification’. The final section reflects on the
chapter’s findings to identify the key ingredients of the culture of learning that
characterizes China’s developmental elite. This will provide a historical foundation to our
understanding of processes of policy learning in subsequent chapters.

3.2.

The Age of Isolation (1600-1850)

Since the age of exploration between the 15th and 17th centuries led to increased
connectivity between Europe and rest of the world the rudiments of the world trading
system was established. The new system negatively impacted on the traditional tributarytrade system that characterized Chinese governance (1336 to 1912) and led to the
dominance of European mercantilist states over world trade at just the time when China
started to communicate with the outside world. China had experienced great benefits by
establishing and controlling the means and symbolic forms by which foreign countries
entered into conduct their relation during the period of late Ming and early Qing dynasties
(Wills, 2010). The Chinese found that this was an effective mechanism for exacting
compliance from neighboring states and people on important matters of political, military,
economic and diplomatic concern to China in the late Ming and early Qing dynasties. This
has been termed the ‘traditional tributary-trade system’.
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After the Qing Dynasty was established, in 1685 Kangxi, the most progressive emperor in
the Qing Dynasty ordered the opening-up of China’s coastal cities in an attempt to foster
international trading ports to facilitate China’s incursion into the international market
place (see: Fan & Cai, 1996 and John, 1953). But only 70 years later, his grandson,
Qianlong closed all the international trading ports except Guangzhou, and then enacted
what was termed the ‘True of Defenses’ policy to prevent foreign trade and limit the
absorption of foreign ideas and the activities of foreigners in areas such as healthcare and
education, which tended to be operated through various Christian missions. This policy of
isolationism was the source of significant tensions with emerging colonial powers such as
Great Britain in the wake of the industrial revolution whose volume of trade was the sum
total of all other countries in the 18 century. In order to expand British exports into the
Chinese market, George III of Britain sent his envoy, Lord Macartney to China on a
diplomatic mission in 1792 to conclude a free trade treaty (Dong, 2010). This was the first
formal record of contact between China and Great Britain in modern world history.
Legend has it that the Qianlong Emperor refused the proposal with the reply that ‘our
celestial is rich of products, we have everything we desire’. Qianlong was of the view that
international trade was only a positive sum game for foreign countries and not for the
Qing dynasty and free trade was incompatible with Qing’s political and economic system
(Feng, 2007). In addition, the Qing dynasty also turned its back on advances in science
and technology. In consequence, China’s development began to lag badly behind the rest
of the world and its relative decline was exacerbated by increased corruption and
cronyism.
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This approach ran counter to the gradual global acceptance of the core propositions
underscoring the British classical economist Adam Smith’s The Wealth of Nations and his
balance of trade arguments in support of international free trade.4 However, it is evident
that Qianlong’s isolationism was motivated more from fear of foreign invasion that
economic domination. The consequences of action were significant as it created a vicious
circle of laggard economic development, political impotence, and the fear of external
invasion. Although Macartney’s proposal provided an opportunity for China to negotiate a
trading agreement on its own terms to facilitate processes of learning from the West,
Qianlong decided to keep China in ‘splendid’ isolation. The historical consequences of
this decision for Chinese society and development would prove disastrous.

3.3.

The Westernisation Movement (1860 to 1912)

With the failure of the Opium War, the door to China, which had been sealed for 100
years was opened to the West. The Qing government realized that the policy of
isolationism had negatively impacted on China’s social and economic development and
thwarted its ability to access international markets.5 Hence a political debate ensued over
the value lesson-drawing from developed countries and in particular the need to adopt
innovations in science and technology from overseas. This debate was accelerated by
China’s defeat and poor performance in Opium War. However, the Prime Minister Li
Hongzang countered by arguing that China remained more advanced than the Western
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  See Adam Smith’s Wealth of Nations, Commercial Press, 1988. In the Wealth of Nations, Adam, Smith
advocated the following claims: 1) the self-adjustment of the Market; 2) the professionalization and
distribution; 3) the government function in economy; and 4) the profit of trade.	
  
5
	
  See The Whole Story of Foreign Affairs. Volume 25 (Tongzhi period). Zhong Hua Book Company Press,
1964.	
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overall and that its’ need for international lesson-drawing lay only in military science, and
Confucianism as the foundation of Chinese governance.6 A compromise followed guided
by the establishment of certain learning methods. Firstly, only certain departments were
able to draw lessons and this was confined to specific areas such as military science, the
defense industry and the mining industry. Secondly, it was also directed that any lessons
should be integrated with the Confucianism to preserve the social order, political and
economic system, and governing ethics. In this vein, the theory of ‘Western Exploitation
of the Chinese System’ was discussed and implemented into the Qing approach to
governance.
Though the appropriation of Western knowledge and experiences did not immediately
advance Chinese prosperity, the introduction of Western technology facilitated the
development of China’s capitalism and modernization. The ‘Westernization Movement’
can be attributed mainly to the great ‘Industrial Revolution’ and remarkable social change
taking place between the late 18th and early 20th century. Nations around the world were
experiencing dramatic shifts in their political, economic and social structures. These shifts
also radically changed how the Chinese viewed their indigenous settings and the external
world. The days when development could be achieved through isolation were long gone.
Thus they placed more emphasis on ensuring that Western knowledge, experiences and
approaches were understood and adapted to local circumstance, believing that this was
more likely to deliver positive results for Chinese society.
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  See: The Collective Works of Zheng Guanji. Western Science, Shanghai People Press, 1982.
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It should be noted that the first translation office (Tong Wen Guan) was set up at that time
and an increasing number of international schools were established. The government even
dispatched students abroad for Western studies. To sum up, these developments
demonstrated the government’s commitment to Westernization.
However, few of the lessons drawn in this period led to the improvement of governance.
By the end of 1860 an advocacy coalition formed between Prince Kung (Aisingiorow Yi
Xin) and Ministers Zeng Guofan, Li Hongzang and Zuo Zhongtang to propose that the
Qing government should not only learn about military science but also technological
science, business knowledge and even social science to advance China’s social and
economic development. The alliance was called the ‘the Group of Westernization’, and
their goal was named the ‘Westernization movement’ (Feuerwerker, 1958). Prince Kung
initiated a range of modern enterprises, such as Jiangnan Gernal Manufacturing Bureau
(Zeng Guofan & Li Hongzang,1865); Jinling Machine Manufacturing Bureau (Li
Hongzang, 1865); Foochow Dockyard and Shipbuilding Institution (Zuo Zongtang, 1866);
Hubei Ordnance Factory (Zhang Zhidong, 1890) and others.7 Furthermore, private capital
was encouraged to participate in the operation of State-own commercial enterprises
through the creation of joint stock companies and made a remarkable contribution to the
modernization of the Chinese economy. This was the first formal recognition that policy
learning had impacted on modern Chinese government in public affairs. And
consequently, Prince Kung may be viewed as the first agent of policy transfer in modern
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  See: The Whole Story of Foreign Affairs Volume 26 (The Guangxu period). Zhong Hua Book Company
Press, 1964.
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Chinese history. However, despite these windows of learning the gap between China and
West continued to grow during this period.
Along with the impacts of the ‘Westernization Movement’ and improvements in
communication with industrialized developed countries, China began to realize that the
foundation of the West’s economic power lay not only in advances in science and
technology, but also in its political system and structure. China’s defeat in the Jiawu SinoJapanese War in 1895, became a symbol of her decline. Japan had once viewed China as
the model of development but now looked to the West for its inspiration.
Several reformists emerged in this period advocating the need for constitutional reform to
transform China into a modern imperialist nation. The reformists led by Kang Youwei and
Liang Qichao, argued that lesson-drawing from the West was a crucial aspect of Chinese
development. Kang Youwei composed two papers advocating reform – ‘The New Study
by True-Pseudo Test’ and ‘Restructuring Confucius’.8 Indeed he went further to argue that
the Qing government should learn and copy the reform methods of the Japanese Meiji
Restoration to implement the concept of a constitutional monarchy. The constitutional
reform proposal was reviewed intermittently for 106 days and finally rejected by the Qing
government. This why the constitutional reform was also named ‘the one hundred day
political Reform’ (Pong, 1994). Notably, only 8 years after the rejecting the constitutional
reform and massacring the reformists, the Qing government shifted the governmental
system from feudalism to constitutional governance, and established what was termed the
‘learning and copying mechanism’ within the government in 1906 (John, 1978). It
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  See: The Westernization Movement and China’s Modernization. Shandong Press, 2001.
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encouraged international trade between China and foreign countries, allowed for joint
ventures between Chinese and foreign companies in order to facilitate the speed of
Chinese opening up. However, the initiative came too late for the Qing government as the
dynasty was destroyed by the Revolutionary Party and the Revolution of 1911.

3.4.

Civil War and the Conflict between ‘Westernization’,
‘Russification’ and ‘Localization’ (1912 to 1949)

After the collapse of the Qing dynasty, China entered a chaotic period of warlordism.
Hence, the ideologies of ‘Westernization’, ‘Russification’ and “localization’ became
synonymous with and the site of struggle between competing conceptions of the future.
The ‘Westernization Movement’ believed that the reason why China had failed to
modernize itself was due to its persistence with Confucian and other Chinese traditional
ideologies. Here the perception of the relationship between culture and adaptive capacity
was evident leading to the rise of ‘Radical Westernization’ and the formation of the New
Cultural Movement in 1915 (Hu 1990).
Chinese culture had been dominated by Confucian thought for 3,000 years; hence the
movement represented a radical break with the past. Even at the time of the proposed
constitutional reform, reformists such as Kang Youwei also embraced Confucian ideology.
But the New Cultural Movement led by Chen Duxiu and Li Dazhao who became the
founders of Chinese communism and the Chinese Communist Party believed that
Confucian ideology was harmful to humanity. For them, all traditional cultures, ethics and
theories should be renounced. Chen believed that through copying of Western bourgeois
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democracy and humanism national ideology would reinvent the national culture in order
to modernize Chinese society by impelling ‘people’s mental and ethical concerns’ (Hu
1990).
In the aftermath of the First World War, certain Chinese elites were doubtful that
‘Westernization’ was the panacea for modernizing China. They became known as the
‘Localization Movement’. For example, Professor Gu Hongming of Peking University
believed that Chinese traditional culture had existed and become socially embedded in
China for thousands of years. Thus the cultural differences between China and the West
were in essence different and could not be assimilated (Li, 1984). Due to its long history
and adaptive capacity over thousands of years’ Chinese culture was best placed in
facilitating the development of China; so the argument ran. Moreover, they advocated that
the renaissance of Chinese culture was the only way to rescue China and enlighten the
future of the World. In contrast, the reformist Liang Qichao argued that lessons drawn
from the West should be culturally assimilated with Chinese circumstance. He believed
that the adoption of Western culture could revitalize Chinese civilization. He termed this
‘Foreign Culture in Sinicization’.
At the same time, the founder of China’s democratic revolution, and the first president of
the Republic of China, Sun Yat-sen proposed the theory of Chinese capitalism.9 He
argued that China was different to European civilization and that while policy learning
should form part of the modernization of China’s governance, copying should not be
encouraged as the local circumstance of each country and its regions are unique. Hence,
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the ‘Three People’s Principles’ (nationalism, democracy and the people’s livelihood) and
the ‘Three Great Policies’ (alliance with Russia, co-operation with the Communist Party
and assistance to the peasants and workers) became the core epithets of his
administration.10 However, the reform agenda was hardly implemented because of the
early death of Sun Yat-sen, and the onset of civil war in China.
Since the period of China’s opening up, the Chinese have always wanted to explore the
question: from where should we draw lessons? Elite proponents of Westernization such
as Chen Duxiu and Li Dazhao, founded the Chinese Communist Party and advocated that
China should draw lessons from Russia through the theory of Marxist-Leninism (John
1978). Thereafter China entered a period of Russification. Under Mao Zedong came the
recognition that Marxism needed to integrated with Chinese circumstance and hence
sinicizing Marxism was the only acceptable way forward.
After the establishment of the People’s Republic of China, China was fully Russified.
During the period of the first two 5-year national plans, China learnt assiduously from the
Soviet Union’s technological and management experience. This helped China to embark
on a process of industrialization and build a highly centralized planned economy in a very
short period. At the same time implementation of the ‘lean to the Russian side’ policy
constrained the opening-up of China to socialist states. Moreover, with the deterioration
of the international relationship between China and Russia, the opening-up process
stalled until 1978 (John 1978). In the intervening period China became self-reliant and
was characterized by arduous struggle and appalling levels of poverty for the rural poor.
Indeed by the end of 1978, the international trade volume remained at the same level as
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1959; the last year of China’s opening-up before enacting the ‘Reform and Open Door’
Policy (John 1978).

3.5.

Policy Learning and the “Reform and Open Door” Policy

In the wake of the national disaster caused by the period of isolation and the Cultural
Revolution, Chinese government was threatened by a profound internal economic and
governance crisis. By the end of 1978, Deng Xiaoping’s administration decided to open
the door of China again and reform the administration in order to reinvent government
and liberate its market economy. In course of the following 34 years, China has become a
member of the World Trade Organization and hosted the 2008 Olympic Game in Beijing,
the 2010 World Expo in Shanghai and the 2011 Asian Games in Guangzhou. By
implication this has been a boom period in policy oriented learning from the West
particularly in relation to administrative reform.
China has experienced a great and historical social shift since 1978 due to a progressive
incremental reform that has delivered result of transforming the country from a command
to a market socialist economy and latterly to what may be termed a New Authoritarian
Development State. Indeed, in order to meet the perceived imperatives of state
transformation, Chinese government has launched a series of profound reform in its
government sector and public institution, programmed to promote economic and social
development, this has been termed the ‘reform and Open Door’ policy.
At the Third Plenum of the Eleventh Central Committee in December 1978, China
formally adopted a ‘Reform and Open Door’ policy. Henceforth, both of indigenous and
exogenous societies have witnessed a period of rapid social-economic change in China.
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The fundamental task of Deng’s administration was to recover the social situation and
economic status from the disastrous impacts of ‘Great Cultural Revolution’ and ‘Four
Gangs’. It is notable, however, that similar considerations were not applied to the CPC
itself despite the huge costs of maintaining an omni-present party cadres system. This of
course would threaten the CPC’s control of the state and would require a seismic shift in
political thinking. The structural and interdependent relationship between the Communist
Party and the government is at the core of all communist political systems and remains the
case in contemporary China. As Susan Shirk (1993: p55) observes, the Communist Party is
‘the organized expression of the will of society’.

Indeed, the structure of public

administration in China today is fundamentally identical to that of imperial dynasties (see
Box 2.1). Combined with the historical background, the management and control
organization can be set in different forms. As a result, there is no emperor at the top of
the hierarchy. Interestingly, some leading members of the Party stay together as a small
committee which holds the same level and status as emperor. In China, Zhong Nan Hai is
the political center and the symbol of top government, which is also a section of former
imperial palace located to the West of the Forbidden City. As Stephen Haw (2002, p. 205)
puts it, ‘[I]t is almost as remote from the ordinary people as was the emperor’.
It is possible to discern four strategic themes which characterize the government’s reform
process – the Mao Legacy (1949-1979), the marketization of the state in the shadow of
hierarchy (1982 to 2002), public service-oriented government (2003 to 2007) and towards
a harmonious society (2008 to the present).
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The Mao Legacy (1949-1979)
Deng Xiaoping saw from quite early on in the reform process that the administrative system itself
had become the main obstacle to economic development and was in urgent need of reform (Senior
Professor, Central Party School, Beijing, author interview, 14 April 2004).

Since the foundation of People’s Republic of China, China has four main tiers of
government (see Box 2.1): national, provincial, prefectural and county. Territorial
management is organised through: twenty-three provinces (sheng) including Taiwan; four
large municipalities (shi) located in Beijing, Tianjin, Shanghai and Chongqing; the five
autonomous regions (zizhiqu) of Tibet, Xinjiang, Inner Mongolia, Guangxi and Ningsia;
two special administrative regions of Hong Kong and Macau; and, six special economic
zones (Pudong in Shangai Municipality; Xiamen in Fujian Province; Shantou, Shenzhen
and Zhuhai in Guangdong Province; and, Hainan Province). The autonomous
governments in China allow for differences to be expressed in administrative terms to
those of the dominant Han ethnic group. However, it would be wrong to assume from this
organizational description that genuine regional self-determination has been achieved.
The key positions in the autonomous governments are controlled by the Party through the
power of patronage in a pyramidal structure of administration which is designed to
maximize central state power and by implication the Party’s control of the state apparatus
in a huge geographical area encompassing 9,596,960 sq km and 1,330,044,544 people
(10 July 2008).
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Box 3.1. A Profile of Chinese Government and Politics
Country
People’s Republic of China
(Zhinghua Renmin Gongheguo)
System
government

of

Administrative
divisions

Communist state
23 provinces (sheng)
5 autonomous regions (zizhiqu)
4 municipalities (shi)
2 special administrative regions (Hong Kong, Macau)
6 special economic zones: Pudong in Shanghai Municipality; Xiamen in Fujian
Province; Shantou, Shenzhen and Zhuhai in Guangdong Province; and, Hainan
Province

Independence

221 BC (unification achieved under the Qin dynasty; 1 January 1912 (Manchu
dynasty replaced with a Republic); 1 October 1949 (People’s Republic
established)

Constitution

The most recent promulgation of 4 December 1982 describes the current system
of government as ‘the people’s democratic dictatorship led by the working class
and based on the alliance of workers and peasants, which is in essence the
dictatorship of the proletariat’

Legal system

Based on civil law system derived from Soviet and continental civil code legal
principles; legislature retains power to interpret statutes, constitutional
ambiguity on judicial review of legislation

Suffrage

18 years of age; universal

Executive branch

Chief of State: President Hu Jintao (since 15 March 2003); Vice President: Xi
Jinping (since 15 March 2008); Head of Government: Premier Wen Jiabao
(since 15 March 2003); Vice Premiers: Li Keqiang (17 March 2008); Hui
Liangyu (since 17 March 2003); Zhang Deijiang (17 March 2008); Wang
Qishan (17 March 2008); Cabinet: State Council appointed by the National
People’s Congress; the president and vice-president are elected by the National
People’s Congress every five years (last held 15-17 March 2008)

Legislative branch

Unicameral National People’s Congress (Quanguo Renmin Daibiao Dahui):
2,987 seats elected by municipal, regional and provincial people’s congresses
and People’s Liberation Army (elections last held December 2007 to February
2008)

Judicial branch

Supreme People’s Court (judges appointed by the National People’s Congress),
Local People’s Courts, Special People’s Courts (primarily military, maritime,
railway transportation and forestry courts)

Political parties

Chinese Communist Party (CCP); eight registered small parties controlled by the
CCP

Number of public

105.3 million
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sector employees
Structure
and
Leadership of the
Chinese
Communist Party

In theory, the party’s highest body is the National Congress of the Communist
Party of China but in practice power is concentrated through the Central
Committee, which includes: the Politburo Standing Committee; the Politburo,
consisting of 24 full members (including the members of the Politburo Standing
Committee); the Secretariat, the principal administrative mechanism of the CPC;
the Central Military Commission; and the Central Discipline Inspection
Commission, responsible for combatting corruption and indiscipline among
party cadres.
Current members of the Politburo Standing Committee include: Xi Jinping,
President of the People’s Republic of China, General Secretary of the CPC,
Chairman of the Central Military Commission; Wang Qishan, Chairman of the
Standing Committee of the National People's Congress; Li Keqiang, Premier of
the State Council;
He Guoqiang, Chairman of the People’s Political
Consultative Conference; Li Yuanchao, ‘Propaganda Chief’; Zhang Dejiang,
Vice President of the People's Republic of China, top-ranked member of CPC
Secretariat; Wang Yang, Executive Vice Premier; Zhang Gaoli, Head of Central
Commission for Discipline Inspection.

Source: adapted from Central Intelligence Agency World Factbook and BBC News
Country Profiles
In short, the CPC controls government through organizational means. For example,
through the Working Committee of the State Organs, an agency directly under the CPC
Central Committee, the CPC ruling elites enjoy dual control of the state apparatus by
establishing a party committee or branch committee in each state organ and installing a
party group (Dangzu) in the same state organ (Wang 2003, p. 43). In addition to these
organizational means, the Party’s authority over the government is maintained through
the nomenklatura system. The Communist Party of China was founded in 1921. From
that moment on, 'the Party manages cadres' which is considered as the fundamental
principle of personnel administration, has continued to use as the work guidelines of CPC
since 1949. After the founding of PRC in 1949, the CPC has the power of controlling
over the selection of leaders in all strategic groups as well as the control of military.
Specifically, a new attempt that is borrowed from the Soviet Union is applied by CPC
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felicitously. The term nomenklatura is made up of three sections. It contains a list of
leading positions over which CPC execute the power of nomination and dismissal, a list
of alternative candidates who are suitable for those positions, and some rules governing
the processes of wielding power. It is worth mentioning that leading positions that CPC
controls not only in the party, but also in the government, judiciary, military, schools and
universities, enterprises, research establishments, religious organizations, museums,
libraries, hospitals and so forth. All positions of real importance in China fall under the
CPC’s nomenklatura – even many of those, such as the head of the National People’s
Congress (NPC), that are stipulated in the State Constitution as ‘elected’ offices. Through
this vehicle the party monopolizes the power to determine who will join and who will be
excluded from the political elite in all spheres of government (see Lieberthal 1995, p.
209).
As John P. Burns (1994) indicates, authority for nomenklatura is actually distributed
among a number of different party organs, each of which has a specific range of positions
under its control. The major staff organ in the nomenclature effort at every territorial
level of the political system is the organizational department under the party territorial
committee. The organizational departments keep extensive personnel files and have lists
of individuals that they regard as good potential appointee as posts become vacant. The
organizational departments make the key recommendations for appointments for all
positions on the nomenklatura of their parent party committee. The party committee has
the final power of approval, but the organization department’s dossier and
recommendations typically narrowly constrain the options of the parent committees
(Lieberthal 1995, p. 212).
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Beyond using appointment and dismissal power to assure control over leaders of the state
organs, the party has also enhanced its leverage via ‘interlocking directorates’—i.e.,
having key party officials themselves directly take charge of state bodies. Party groups
sometimes called party ‘factions’ or party ‘core groups’, are formally constituted in
various government ministries by the CPC. This form of organization is not used in
government bodies below the level of a ministry. In those lower-lever government units,
the party members are formed into party committees with branches and other subordinate
divisions, depending on the number of party members in the unit. The ministerial level
government bodies, however, have both a party group and a party committee but the
former is by far the most powerful body.
The party group is smaller than a party committee, consisting of only three to five people;
its membership overlaps with the top administrative personnel in the ministry (including
the minister, several vice ministers, and the party secretary). These members of the party
group caucus as party members to deliberate on the key issues confronting the ministry
and to review appropriate responses. They play the dual role of party members and
members of the government and even separate meetings to distinguish between ordinary
administrative meetings and meetings of the party group. Hence the interests of party and
government are institutionally fused.
Despite the self-evident need for party reform; transforming administrative institutions
became the number one priority of the new reform process under Deng Xiaoping.
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The Marketization of the State in the Shadow of Hierarchy (1982 to 2002)
New Public Management has been influential in three main respects: greater managerial
responsibility has been devolved to a new class of middle-managers; fiscal responsibility has been
created through programme budgeting; and, there is now a greater concern with performance. And,
a more meritocratic approach has been adopted to promotion issues. It would be wrong though to
think that this has led to an end of seniority. Most of the time significant promotions result from
retirements. Less change has occurred than the government would have us think because of the
persistence of nomenklatura. (Senior member of the Chinese government, author interview, 7 June
2007.)

The fundamental task in this period was to achieve social and economic modernization
while preserving the power and authority of the CPC and its control of the reform process.
Four programmes of reform (1982, 1988, 1993 and 1998) were launched in this period
aimed at: downsizing and reducing the powerbase of bureaucratic elites; reinventing
government through decentralizing functions to meet the needs of the market economy;
and introducing aspects of NPM to improve civil service competence and the
management and delivery of public policy. The first three of these aims were partly
realized through the ‘hollowing-out’ of traditional state functions.
Rolling Back the Frontiers of the State
In December 1981, the State Council was comprised of over 100 public organizations;
the highest number since the founding of the People’s Republic. Government agencies
were enormously overstaffed. For example, most ministries had as many as ten deputy
leaders. The government decided to initiate a top-down process of institutional reform to
arrest the growth of state institutions and exercise greater party control over the
bureaucracy. In March 1982, following the enactment of a new constitution and the
establishment of the ‘Organization Law of the State Council’, the National People’s
Congress (NPC) Standing Committee examined and adopted a report on ‘the Institutional
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Reform of the State Council’, thus initiating an administrative reform process. The
process would take three years to complete. Owing to intended meritocratic criterion for
senior posts and quota related to administrative functions and responsibilities, approved
by the party. As a consequence the numbers of senior posts at the ministerial and subdepartmental levels were dramatically reduced; although, of course, the cull was subject
to Party approval (see Chart 2.1).
When downsizing, with ministries or agencies leaded by State Council decreasing from
100 to 61 and employees in State Council lessened from 51,000 to 30,000, the total
percentage of minister and deputy minister in State Council ministries and commissions
declined to 33 per cent and governmental organisations at all levels relinquished their
economic management role (see Wang, 1998, p. 95). Similar processes of downsizing
occurred in 1993 and 1998. In March 1993, the first session of the Eighth National
People’s Congress approved the State Council’s reform plan. This phase of institutional
reform focused on establishing an administrative system which would underpin the
socialist-oriented market economy, and at the same time facilitate the advancement of the
government’s new economic policies. A series of laws were formulated, and policies
implemented, aimed at establishing new forms of city, county and township government.
The size of the population, the extent of the geographical area and the level of economic
development determined the size and functions of the level of local, regional or city
government. This process of decentralization allowed for a process of functional
‘hollowing-out’ of traditional functions to occur at the centre. Furthermore, in 1997, 27
public organizations was downsized and non-permanent organizations of the State
Council was also lessened from 85 to 30, with decreasing 21 percentage of administrative
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staff, which was included in 59 departments in central government and 41 ministries and
commissions in the State Council at that time.
In order to accelerate the pace of economic development, the need for further institutional
reform was proposed at the 15th CPC Congress in 1998 which once again focused on
reducing the size of the bureaucracy. In the ensuing five years: the State Council reduced
both its subordinate ministries from 40 to 29 and staff from 32,000 to 16,700 employees;
50 per cent of staff in provincial government departments were retrenched and the
number of staff working in government departments at county and township levels was
cut by 20 per cent. In total, the number of Chinese civil servants was reduced by 1.15
million although many of these assumed positions in new enterprises (see Chart 2.1).
Rolling Back the Institutions of the Planned Economy
Administrative reform was also introduced to accommodate the needs of an emerging
market economy which by implication meant ‘hollowing-out’ the institutions of the
planned economy and reducing the government’s role in the economy. The central goals
of the reform in this regard were to liberate the market, foster private enterprise and
improve productivity. In response to the findings of commissioned research conducted on
the reform process in the latter half of 1986, the Chinese Government set up a special unit
to plan a further raft of reforms. A plan was approved at the first session of the Seventh
National People’s Congress. However, a series of economic problems including
excessive inflation, delayed implementation by a year until 1989. This new initiative
focused on transforming administrative functions with a particular emphasis on the
redesign of departments of economic management. The long-term objective of the plan
was to establish an administrative system that integrated the qualities of modern
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management with traditional features of Chinese administration. Its short-term goal was
to transform functions, streamline staff, improve efficiency, overcome bureaucratisation,
and increase the vitality and flexibility of central state organisations.
Significant improvements were made during this period with regard to separating
administration from enterprise management, through the privatization of state-owned
enterprises, and improving public management and the style of service delivery.
Moreover, with China’s membership of the World Trade Organization in December
2001, a further raft of institutional reforms was required in order to meet convergence
requirements. In this phase of institutional restructuring, the number of ministerial-level
departments was once again reduced to 28 and some new departments were created to
coordinate and regulate economic activity such as the State Asset Management
Commission.

Chart 3.1. Institutional Engineering in China 1981-2008
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policy with the aim of stimulating regional economic activity and competition between
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local governments. In policy terms this was expressed in the increase of local government
autonomy in the areas of local government finance, taxation, personnel management,
devolved administrative responsibility and economic management. In addition, the
historic decision was taken to establish ‘Special Economic Development Zones’ on the
Hong Kong model in Guangdong Province, Fujian Province, the coastal open cities, vice
provincial cities, twelve western provinces (or autonomous regions), and the North-East
industrial heartlands (see Box 1). Local governments in these areas were afforded
exceptional powers in regard to economic planning, attracting inward investment and
administrative decentralization. The widespread decentralization of socio-economic
management began to boost economic growth leading to the development of urban
regimes marrying the interest of local party and business elites. China’s rural Household
Contract Responsibility System, township enterprises and private economic development,
were supported and protected by local government.
In addition, local governments have fiercely competed with each other for investment,
talent, and technology, and introduced various local economic policies and reform
measures. Moreover, enterprises were granted the capacity to move to where business
conditions were most favourable. Hence the Chinese government successfully created a
beauty contest in which local governments competed for inward investment. In short, the
landmark achievement of the administrative reform process in this period was that the
government and the market had successfully conjoined to promote economic
development. What was missing, however, was a common conception of social progress.
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The New Public Management
One of the main outputs of this period of reform was the adoption of certain aspects of
NPM. Indeed, this period of reform was characterised by a concerted focus on applying
private sector methods and public choice precepts in the management and delivery of
public goods. Chinese policy-makers actively sought to transfer NPM strategies through
international cooperation programmes.

The interesting question here of course is why has the Chinese Government been so
liberal on policy learning in the area of public management and not in other areas?
Intuitively it is because it thinks that public management is a technical issue rather than a
political one when in fact we know from comparative experience that NPM often evolves
into an instrument of democratisation because it leads inexorably towards greater citizen
responsiveness and in the long-term public engagement. At the same time it also
demonstrates the importance that the Chinese government attaches to improving the
competence of its civil service. This has been evident throughout this period of reform
and is reflected in two developments in particular.

The first development in the competence agenda was the creation of the CNSA itself in
1994 in accordance with a decision made by the 13th National Congress of the CPC in
1988. Its purpose was to provide an institutional base for the professionalisation of the
Chinese civil service at the senior and medium-level through the modernisation and
systematisation of training in accordance with national development priorities. From the
outset the CNSA has been the central agent of administrative reform and has viewed
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international lesson-drawing as the key instrument of civil service modernisation actively
promoting international exchange and cooperation programmes. The CNSA has a faculty
of 200 full-time and part-time staff including some of the leading scholars and
practitioners in China. Since its foundation, the CNSA has conducted more than 50
national-level research projects and is the main think tank for government in areas such
as administration by law, administrative system reform, public sector reform and serviceoriented government.
The second development in the competence agenda was the launch of the Chinese
government’s Master of Public Administration Programme in 2001 as a policy instrument
for upgrading the skills of civil servants to ensure that they can meet the challenges of
contemporary governance. The national MPA programme is coordinated by Renmin
University in Beijing and is delivered annually to 80,000 civil servants through
approximately 84 of China’s leading universities. The MPA which is commensurable in
content with comparable programmes in the US and the UK is now viewed as a
mandatory qualification for early year civil service professionals. Although there is a
significant degree of variability in the quality of these programmes this is a substantial
achievement and one that has not proved possible in any of the Anglo-American liberal
democracies.

Public Service-oriented Government (2003-2008)
Reviewing the course of struggle and the basic experience over the past 80 years and looking ahead
to the arduous tasks and bright future in the new century, our Party should continue to stand in the
forefront of the times and lead the people in marching toward victory. In a word, the Party must
always represent the requirements of the development of China's advanced productive forces, the
orientation of the development of China's advanced culture, and the fundamental interests of the
overwhelming majority of the people in China (Jiang Zemin, speech to the 16th CPC Congress,
November 2002).
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Jiang Zemin is credited with developing the guiding ideology of the contemporary CPC
in 2002 with his speech to the 16th CPC Congress in which he identified the ‘Three
represents’ (Sāngè Dàibiǎo) or roles of the Party as advancing social productive forces,
Chinese culture, and the interests of the overwhelming majority of the citizenry. In other
words he attempted to bring the people back in and establish a conception of public
policy. While, the first period of administrative reform largely focused on reducing the
size of the bureaucracy, establishing an appropriate institutional shell for the market
economy and introducing aspects of NPM to modernise civil service systems and
practices, 2003 signalled the emergence of a new populist governing rhetoric under Jiang
Zemin and Hu Jintao. Henceforth the language of ‘people-oriented’ or ‘public servicesoriented’ government to be achieved through what Hu Jintao termed ‘scientific
development’ assumed a position of political salience in the lexicon of administrative
reform. The new rhetoric emerged against a backcloth of mounting government concern
with rampant administrative corruption and maladministration, a widening gap between
rich and poor, huge regional disparities in wealth creation, public displays of feuding
between central government departments and increasing demands for better public
services by urban embourgeoised party cadres and business elites. Hence meeting
pressures within the Party to realize a Xiaokang Society became the ultimately goal of the
CPC.
In public, at least, formal proclamations of the thrust of reform no longer focused purely
on adapting China’s bewildering ensemble of institutions to the imperatives of the market
economy but on improving governance and satisfying the needs of the urban milieu. In
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March 2004, the State Council redefined the major functions of government at all levels
to those of economic regulation, market supervision, and most significantly social
management and public services (Wen, 2004). Public institutions at all levels were now
required to devote more attention and public resources to social management and public
services and commit themselves to promoting social development and building a
harmonious society. The State Council Work Reports for 2004, 2005, and 2006
emphasized the need to expedite the transformation of government functions, to further
privatise state-owned enterprises, to hand-over non-governmental affairs to the market,
enterprise, and social organizations, and to foster the creation of civil society through
nurturing the role of community groups, trade associations, chambers of commerce and
other social institutions. The Chinese Premier Wen Jiabao stated, ‘[O]ur goal is to build a
properly-behaved, fair, transparent, diligent, efficient, clean and honest government – a
government people are satisfied with and can believe in (cited in Wen, 2007: 23).
A series of measures have been introduced to meet these goals. The first of these was the
formulation by the NPC Standing Committee in 2003 of the ‘Law on Administrative
Licensing’ which regulates administrative approval procedures and defines the
boundaries to administrative power. Secondly, in 2004, the State Council introduced ‘The
Implementation Outline’ on ‘Comprehensively Promoting Administration According to
Law’, a ten year plan for establishing legitimate government through the rule of law. This
was shortly followed in 2005 by the NPC Standing Committee establishing a ‘Civil
Service Law’ providing legal guarantees for the human resource management of civil
servants. This measure included guidelines for the recruitment of civil servants for non-
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leadership positions through a meritocratic competitive system of public examinations
and selection.
Fourthly, and perhaps most significantly, in 2006, the National People’s Congress
adopted guidelines for the ‘National Economic and Social Development Programme for
the 11th Five-Year Period (2006-2010)’, which clarified the major task of administrative
reform during the 11th Five-Year Plan. According to principles of ‘simplification,
unification and effectiveness’ an administrative system will be created based on
‘scientific decision-making, effective implementation and supervision’ in order ‘to build
a responsible government, a service-oriented government and a government abiding by
the rule of law’ (the 11th Five-Year Plan, 2006, p. 56).
In many ways the most radical reform measure was passed in April 2007 when the State
Council published its ‘Regulations on Open Government Information’ which came into
effect in May 2008. The statute requires officials to release information involving ‘the
immediate interests of individuals and groups’. The new regulation provides legal redress
for citizens or legitimate groups or enterprises when a government department refuses to
fulfil its duty to provide information. According to the new regulation, if a citizen or
organization is denied its information inquiry by a government department, it can file a
complaint to a government department of higher authority which are mandated to make
an investigation and to deliver a judgment and reach a settlement with the litigant.
Furthermore, citizens and organizations, who feel that their interests have been harmed
by a governmental organisation publicizing information about them, can apply for
administrative reconsideration or file an administrative appeal. There is as yet only
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limited data available on the impact of the reform but the government believes that the
regulation has already been helpful in preventing corruption at its source.
In summary then, the second stage of administrative reform centred on promoting
cooperation between the government and market to solve problems of both ‘state-failure’
and ‘market failure’. In consequence, the government has no longer assumed an
omniscient role in certain public spheres rather it has started to conform to the Osborne
and Gaebler (1992) principle of ‘steering not rowing’. With the introduction of the
market mechanism and community-based operations, the government has selectively
empowered certain private enterprises to supply public goods and services through
outsourcing contracts and licenses. At the same time, however, the government has
started to build regulatory capacity to ensure its overall control of the determination and
distribution of public goods.

Towards a Harmonious Society (2008 to the present)
By the 15 March 2008 at the First Plenum of the 11th National People’s Congress the
basic values underpinning China’s administrative reform process had clearly been
elucidated:
According to the principles of simplification, unification, efficiency, and the requirements of
coordination of decision-making, implementation and supervision, we should accelerate
construction of service government, responsible government and government by law. The
government system should have the characteristics of scientific decision-making, matching powers
with responsibilities, dividing work in a rational way, and ensuring smooth enforcement and
effective oversight.

These principles were regularly extolled in populist governing rhetoric by Hu Jintao to be
a central policy instrument for achieving a harmonious society (héxié shèhuì). The
omnipresence of popular slogans and banners exulting the importance of achieving héxié
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shèhuì reflects an urgent social need to temper rampant economic growth with the
introduction of social policies to offset structural inequalities.
A raft of further institutional reforms was approved by the State Council aimed once
again at streamlining the institutional design of public administration. But this time the
focus was placed on integrating government departments with multiple overlapping
functions (e.g. environmental protection, social services, housing, construction,
transportation and industry), into super ministries. A particular emphasis here was placed
on improving the institutional capacity of social policy departments. The reform would
involve a further reduction in the size of the State Council to 27 ministries and
commissions.
Perhaps the most radical change to the landscape of Chinese public administration in
recent times has been associated with the increasing role of not-for-profit organisations
(NPOs) in delivering public services. Hence evidence that a shift is occurring from
government to governance referring to the developing practice of coordinating
governmental activities through networks and partnerships with market and third sector
actors (Rhodes, 1996). This process of fundamental change to the character of Chinese
public administration has its origins in the 2001 CCP Congress Report which declared
that ‘in accordance with the principle of separating government from public enterprises,
[we aim] to reform the management system of the public enterprise sector (Jiang, 2002:
35)’. Since then, the State Council has repeatedly restated the importance of separating
the government and public enterprise sectors, and enhancing the role of social
institutions, trade associations, chambers of commerce and other intermediaries in public
policy delivery. In March 2006, the 11th Five-Year Plan further required the government
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to redefine the scope of government functions in the light of the principle of separation
between government and public enterprise sectors (The 11th Five-Year Plan, 2006, p. 57).
In the first instance, these pronouncements gave rise to the ‘legitimate’ emergence of a
large number of quasi-governmental organizations in the fields of education, healthcare,
and even publishing. These organisations are normally attached to relevant administrative
departments, assume public service functions formerly performed by the parent
department and are provided with an operating budget devolved from the parent
department. Although the majority of staff are normally much lower paid than their
ministerial counterparts, Director-Generals from the parent department often draw an
additional salary through performing an executive role in the quasi-governmental
organization. The emergence of quasi-governmental organizations has created a dual
labour market in the civil service with evident pecuniary advantages for senior executives
but poor working conditions for the rank and file. Moreover, as a consequence of both the
Sichuan Earthquake and the Beijing Olympic Games, NPOs such as the Red Cross
Society of China, the Jet Li One Foundation, the American Red Cross and many others
have played an important role in managing and delivering RMB 710.5 million of aid to
victims of the earthquake and over 1.7 million volunteers participated in the running of
the Beijing Olympic Games.
In 2011, the State Council enacted special statutes which will endow certain NPO social
welfare organizations with independent legal status allowing them to take on social
service functions originally belonging to the government and market. The government
will continue to supervise them through law but will not interfere in their daily operation
unless they engage in maladministration or corrupt practices.
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3.6.

Processes of Learning

Even so rigid a faith as Communism, if for the sake of convenience it had temporarily to be accepted,
would find itself powerless to alter the national character: on the contrary, the national character
would very soon modify Communism to suit itself, or even assimilate it, as it has always assimilated
foreign conquerors (Osbert Sitwell, Escape with Me! p. 202).

As Sitwell’s observation so acutely observes, the genius of the Chinese national culture
lies in its ability to assimilate overseas ideas and adapt them to its own needs and desires.
Under the trends of globalization and the indigenous reform process that has spanned a
35-year period, a virtually new administrative system has been founded to underpin
profound and historical shifts in China’s political system, socialist-oriented market
economy and society. The main achievements of the new administrative system have
included:

the

strengthening

of

social

macro-management

and

planning;

the

transformation of state-owned enterprises into private enterprises; the redefining of the
relationship between central and local governments through a process of functional
decentralization; a dramatic reduction in the number of public organizations and
personnel; and the development of a meritocratic system of appointment and promotion
in the Chinese civil service (Chai, 2009). These successes have been the product of a
sustainable, incremental and long-term development strategy that has focused on three
main assumptions during the transitional period. To begin with, the national economic
plan focuses on the reconstruction of public infrastructure, economic management and
developing human resources in order to adjust the institutions of governance and forms of
public management to deliver development goals.
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Promoting an ‘Economy, Efficiency, and Effectiveness’ administrative system is the
prime objective in the economic transition. As Turner and Hulme (1997: 1) observe, ‘It
seems that all are agreed on the proposition that the nature and performance of public
sector organizations are critical elements in determining developmental success’. An
successful administrative reform requires to build a strong, efficient and effective central
administrative system which aims at improving efficiency, effectiveness and
responsiveness. Indeed, countries such as South Korea, Singapore, Thailand and
Malaysia, all have been witnessed by the most rapid and sustained development
regarding to the highly effective public sector organizations, strong centres,
entrepreneurial elites, relatively autonomous states, effective economic planning
ministries, certain aspects of Good Governance, and have engaged in civil service reform
(see Leftwich, 2001).

Furthermore, the successful economic transition and administrative reform require
engaging in progressive lesson drawing and policy oriented learning from international
experience but that ultimately indigenous solutions must be found to indigenous
problems. Public administrators must engage in international comparison and rational
policy transfer and draw on the most proper overseas expertise that fit their own
circumstances.

‘The past experience, if not forgotten, is a guide to the future’11. The coherence of these
three assumptions and market socialist economy, have enabled China to avoid crisis that
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
11
	
  See XinHua (New China News Agency) report, 23 July 1982.
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beset economy and society in Russia. While China has consistently made the
development of its economy in highest priority at succession, it has recognized the
importance of restructuring the institutional superstructure in order to deliver on its
broader economic development goals (Xia, 1998, p. 412). This has led to a dramatic
period of institutional reinvention to underpin the incremental process of market reform
(Chen, 1998, p. 229). The administrative system of a country is closely allied with its
economic and political system. Hence administrative reform is normally supervised by
the indigenous historical and cultural ideology. In the process of open-up and transition,
China has therefore had to combine lesson-drawing from positive and negative
international experiences with the best of its own administrative traditions in the
formulation and implementation of the reform process. This has been the key, thus far, to
its success.
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4
Research Design – Operationalizing
Transfer Network Analysis

Policy

An interactive approach seeks to identify causal relationships within policy networks and
between policy networks and policy outcomes and thus to interpret political phenomena and
processes… These relationships and processes are not independent of time and space, nor are
they based on general, static laws; they are, rather, the product of the social world within which
they take place. Further, the analysis of informal relationships within a network and between
that network and its environment necessitates qualitative methods, in order to identify such
relationships and to analyse their impact (Chondroleou, 2002, pp. 114-5).

4.1.

Introduction

As noted in the previous chapter, this thesis aims to evaluate whether the ‘Reform and
Open Door Policy’ is a product of processes of policy transfer in which the Party in
collaboration with key external organisations have been the primary agents of policy
transfer. Our understanding of policy transfer in transition states, such as China, will by
implication be enhanced by advancing a framework of analysis that is: 1) sensitized to the
structure and agency problem; 2) recognizes that issues of institutional design are crucial
to the generation of successful policy outcomes, provides the way forward; and 3)
develops evaluative tools for understanding what can and cannot be transferred (policy
compatibility) and what the key obstacles to effective policy transfer may be to ensure
more effective implementation. This will then allow us to evaluate the five sub
hypotheses presented in the introductory chapter:
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i．

The success of policy transfer arises from the effective integration of different
sources of learning often drawn from different types of organization.

ii．

The success of policy transfer is determined by the degree of compatibility
between indigenous and borrower policy.

iii．

The success of policy transfer is determined by the degree of rationality
(evidence-based policy making), which is applied in the process of policy oriented
learning.

iv．

Successful policy transfer is a product of bounded rationality.

v．

There are culturally derived and distinctively Chinese characteristics, which
underpin the process of policy learning.

This chapter seeks to provide more depth to these insights by mapping-out what such an
approach would look like in practice in readiness for the empirical research, which will
follow in subsequent chapters. It is organized into four parts. Firstly, the ontological and
epistemological issues underpinning the thesis are discussed. Secondly, the chapter
provides an overview of the key methodological puzzles confronted in this thesis and the
approach adopted. Thirdly, it reviews the research methods, which will be deployed in
empirical research and the problems associated with their deployment. And, fourthly, it
provides an overview of thesis’s treatment of ethical issues.
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4.2.

Ontological and Epistemological Questions

The ontological and epistemological underpinnings of research matter because they
determine the theoretical claims that are made in social scientific enquiry and by
implication inform the methodology that is used to investigate central hypotheses. In sum,
the theoretical position that a social scientist takes determines the method adopted for
collecting data. Serrano (2001) argues that the production of knowledge is linked to the
conception people have of society. In the same vein, Stoker and Marsh (2002, p. 15)
argue that ‘there is no one method of acquiring knowledge about politics but rather a
variety of methods.’ In other words, the epistemological and ontological premises that
underpin the study establish the appropriateness of the methodology.
Ontological issues are concerned with the existence of a phenomenon that is independent
of our knowledge of it. The epistemological position deals with the way in which we gain
knowledge about the world. There are at least three different epistemological positions
that may be used to explain a political phenomenon and each one has its own
methodology – the positivist, the interpretivist and the realist approaches. Positivism
contends that the world is real and therefore not socially constructed. It considers that
‘...the aim of social science is to make causal statements ...[and to] establish causal
relationships between social phenomena’ (Marsh and Furlong, 2002, p.22). Hence,
positivists advocate for a separation between empirical and normative questions to reach
objectivity since in their view social science should focus on empirical matters. This
normally implies the use of quantitative methods for collecting data. In contrast, the
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interpretist tradition maintains that the world is socially constructed. It states that it is the
interpretation or understanding of social phenomena, within discourses or traditions that
affects outcomes. In consequence, interpretivists state that ‘...we should focus on
identifying those discourses or traditions and establishing the interpretations and
meanings they attach to social phenomena’ (Marsh and Furlong, 2002, p. 26). This
implies that objective knowledge is not possible due to the fact that scientists work within
discourses or traditions. As a result, knowledge is theory laden and requires the use of
qualitative methods to know how people understand social phenomena.
Realism may be considered a hybrid of the two previous epistemological positions but
with different methodological implications. Like positivism, realism considers that the
world exists independently of our knowledge of it and that social phenomena have causal
powers. However, it argues that not all social phenomena are directly observable. Marsh
and Furlong (2002, p. 30) state that for realists ‘[t]here are deep structures that cannot be
observed and what can be observed may offer a false picture of those
phenomena/structures and their effects.’ It is important to point out that for realism there
is a dichotomy between reality and appearance. It implies that what we are able to
observe directly may be misleading or not necessarily the complete reality. In other
words, realism argues that our knowledge of the world is fallible and theory-laden;
therefore it is crucial to identify the external reality and the social construction of that
reality through the use of both qualitative and quantitative methods of collecting data.
This research is founded upon a realist ontological and epistemological position. It argues
that social phenomena such as policy transfer exist independently of our interpretation of
them, but such interpretation (evaluation) will affect the nature of their reality. In this
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sense, although the external world surrounding the policy design, implementation and
evaluation of policy transfer do not determine the outcomes of policy transfer but they
have an influence over them. This research contends that social phenomena have causal
powers. In other words, structural elements have the capacity to either constrain or
facilitate the action of the agents that in turn will affect the outcomes of their future
actions. In the study of social phenomena it is crucial to analyse the role of agents since
they may interpret and change the structures. The structural aspects here are those where
agents’ actions are constrained or facilitated by social structures. Hence, agency is
informed by their interpretation or understanding of those structures and this often
determines outcomes.
The rationale for adopting these ontological and epistemological underpinnings is
threefold. First, for realism the role of the agents and structures is crucial in
understanding social phenomena. As McAnulla (2002) argues, political scientists must
refer to structure and agency issues when offering an explanation of political events. This
idea is central in assessing success and failure since it is necessary to know to what extent
agents influence structures and vice versa. Positivism and interpretism do not offer this
approach.12 Second, realism overcomes the methodological limitations of the other two
positions by using a mixed method of data collection. Finally, realism, unlike positivism,
does not separate normative aspects from empirical questions to reach objectivity. This
suggests the need for a comparative method of analysis between the objectives
(normative issues) and the real achievements (empirical issues) in cases of policy transfer.
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It may be argued that positivism focuses greater attention on structural issues and interpretivism on
agency issues.
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4.3.

Methodological Puzzles

There are two main methodological puzzles that are addressed in this thesis. The first, is
the issue of how we investigate processes of policy learning. The second, is how we both
validate that processes of policy transfer have occurred and measure the success or
otherwise of the process of learning. Let me deal with each of these methodological
issues in turn.

Investigating Processes of Policy Learning
As observed in the previous chapter, existing approaches to the study of policy transfer
networks (the process of policy learning) are limited by their narrow epistemological
perspectives as in the main they tend to lend undue focus on actors, ideas/interests or
structure. Following the work of Marsh and Smith on policy networks, this thesis
contends that these elements cannot be separately analysed. To analyse policy transfer
networks, researchers need to focus on the interactions between actors, ideas and
structure and map the complex set of interrelationships therein. This makes for a more
comprehensive understanding of the process of policy learning. Marsh and Smith terms
this a “dialectical approach” (though it is best considered as an interactive one), which is
the synthesis of a set of key propositions and theoretical perspectives from the formal
policy network literature. The approach mainly aims to analyse the networks in three
interactive dimensions: between structure and agents, network and context, and network
and outcome. To be more precise, their purpose in developing the dialectical model is to:
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Develop a conception of networks in a sense which integrates the theoretical sophistication of
formal network analysis and the hermeneutic tradition of the anthropological approach. The
intention is to develop a concept of networks which is methodologically practical, while at the same
time being aware of the relationship between actors and structures in order to explain the way
networks affect policy outcomes (Marsh and Smith, 1996: 11).

As a result of developing the synthesis' key characteristics from the formal policy
network literature, Marsh and Smith’s approach is based on the thesis that networks
cannot be separated from their agents, contexts or impact resulting from their outcomes.
The relation between a structure and the agents within it is iterative and dynamic. On the
one hand, the agents are the participating actors who act through the structure to make all
decisions, choices and so on. On the other hand, the agents are constrained and/or
empowered by the structures. All their decisions, actions, ideas, interests and so on are
influenced by the network.

From this point of view, it can be claimed that the

relationships involved in policy networks are not simply structural nor simply
interpersonal, but are a mixture of the two. Furthermore, networks are not free from their
environment, but interdependent on their contexts. Network structure, network change
and policy outcome may be partly explained by reference to factors exogenous to the
network, but those contextual factors are dialectically related to the network structure and
network interaction (Marsh and Smith, 1998). In addition, Marsh and Smith apply the
Rhodes Model, with its power dependency theory. From this point of view, they believe
that the network is characterized and distinguished from other networks by its resource
and power dependencies. Moreover, Marsh and Rhodes’s policy network typology is
applied to treat policy networks as an independent variable and policy outcomes as a
dependent variable. From this point of view, the different patterns of resource and power
dependencies result in different type of policy networks, from policy communities to
issue networks. As a result, different types of policy networks can result in differing
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patterns of policy outcomes. Similarly, the feedback from policy outcomes is able to
change the patterns of power and resource dependencies of the networks. From this point
of view, the relationship between policy networks and policy outcomes is an example of
iterative interaction, and is not path determined.
Regarding levels of analysis, Marsh and Smith suggest that to make policy network
analysis comprehensive and explanatory, multiple levels of analysis must be applied.
Thus all macro, micro and meso-levels of analysis are to be integrated: while macro-level
theories provide ‘an explanation of the pattern of inclusion and exclusion in the network
and an hypothesis about whose interests are served by the outputs of a network’, (Marsh
and Smith, 1996, p. 13) and the micro level offers the analysis and explanation of an
individual’s behaviour and decision-making, the meso-level provides the link between
the macro and micro levels. Meso refers to a middle-range or bridging level of analysis
which focuses on the linkage between the definition of problems, the setting of agendas
and the decision-making and implementation process. Hence policy network analysis can
show the relationships between actors, structures and outcomes which inhere in the
network. The use of meso-level analysis is supported by Evans’s argument that ‘macrolevel theories are often abstract and frequently applied to concrete situations with little
attention to mediating processes, while micro-level theories tend to ignore the impact of
broader structural factors on micro-decision-making settings.

It is thus argued that

operating at the meso-level acts as a corrective device for ensuring that policy scientists
don’t lose sight of the macro- or micro-level questions’ (Evans, 2004).
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Investigating processes of policy transfer in China through the three interactive
relationships between the network and its agents/interests/ideas, the network and its
context, and the network and the policy outcome, I will be able to provide:
1.

an appreciation of the way the formation of the network is affected by a
combination of external factors and the decisions/interests/ideas of agents;

2.

an acknowledgement that policy outcomes are the product of the interaction
between agents/interests/ideas and structures, not merely the sum of the effect of
structures and agents;

3.

the recognition that change in the network is the product of an interaction between
context and networks; and,

4.

an appreciation that outcomes affect the network.

Studying Policy Transfer Networks
As noted above, recent studies of processes of policy transfer have emphasized the role
of policy transfer networks as key instruments of policy oriented learning (Evans ed.,
2010). As Table 4.1 and Figure 4.1 illustrate, these are collaborative decision structures
comprised of state and non-state actors that are set up with the deliberate intention of
engineering policy change.
Policy transfer networks can act as agents of globalization or counteragents to
globalization, for agents of policy transfer are often carriers of particular policy belief
systems (e.g. new public management, neo-liberalism etc.) and use their membership of
formal and informal international policy networks to disseminate international policy
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agendas. Indeed, the content of policy transfers is often informed by notions of ‘best
practice’ disseminated by international organizations, Knowledge Institutions and think
tanks in the international domain, suggesting that ideological considerations play a key
role in informing the content of policy transfers.
Figure 4.1 provides a heuristic model of policy learning, which will be used to guide the
case study investigation in this thesis. It illustrates how, purely for analytical purposes,
the voluntary policy transfer process can be broken down into three broad stages
involving various learning activities – pre-decision policy oriented learning, decision
processes and post-decision policy oriented learning.

Table 4.1. The characteristics of policy transfer networks
Dimension
A policy transfer network
Membership
Limited, a shared set of normative and policy core beliefs act as a filter
number of participants mechanism which precludes certain inputs, emphasis on bureaucratic and
and type of interest
technocratic elites or agents of policy transfer, affected politicians and
bureaucrats.
Integration
frequency
interaction

of Within set time scale, frequent, high quality interaction of insider
participants on all matters related to the policy transfer.

continuity

Ad hoc action-oriented networks set up with the specific intention of
engineering policy change.

consensus

All participants share basic values.

Resources
distribution
resources
(within network)

of All participants have resources in an exchange relationship.

distribution
of Policy makers are dependent on the intelligence gathering skills and
resources
knowledge resources of the agent of transfer and the donor organization.
(within participating
organizations)
Power

The success of a policy transfer network rests on the ability of the agent of
transfer to satisfy the objective policy problem of the client, there must be a
positive-sum game if the network is to be successful.

Source: From Evans (2006)
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Validating and Measuring Success in Processes of Policy Transfer
As noted above, this thesis is based on a realist perspective due to the crucial importance
of analysing both agents (ideas and interests) and structures in processes of policy
learning. Structure and agency issues are essential elements of any explanation of policy
development. This idea is central in understanding success and failure in policy transfer
since it is necessary to know to what extent agents influence structure and vice versa.
Figure 4.1. The emergence and development of a voluntary policy transfer network

The pre-decision process of policy-oriented learning
Problem recognition
economic crisis
globalization
modernization
policy failure
electoral change
conflict
legitimation

The search for ideas and
contact with potentialagents
of transfer
regime
international
transnational
national
regional
local
cross- sectoral

The emergence
information
network

Elite
and
cognitive
mobilization and evaluation of
options
(agenda-setting)

Decision enters
formal policy
stream

of an
feeder

Decision processes
Cognition
and
receptionand
the
emergence of a policy transfer
network

Post decision processes of policy-oriented learning
Implementation
(operational delivery)

Monitoring and evaluation

Process of policy evolution
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Ongoing
processes
policy learning

of

Source: Evans (1999)

Moreover, realism uses a mixed method approach to overcome methodological
limitations that other epistemological approaches experience. This research, therefore,
adopts a mixed method of data collection but it is predominantly qualitatively oriented. It
uses a comparative qualitative approach to collect and analyse data. Hence, techniques
such as documentary analysis, in-depth interviews, observation, key informants and
surveys were used. While there are shortcomings in deploying a mixed method approach
such as misunderstandings of qualitative information and a wrong interpretation of
quantitative information; these are overcome by undertaking a triangulation of the results
found with the application of each technique.
For example, as Figure 4.2 illustrates, Evans (2006) identifies three broad sets of
variables can be identified in the case study literature: ‘cognitive’ obstacles in the predecision phase, ‘environmental’ obstacles in the implementation phase and domestic and,
increasingly, international public opinion. These variables interact in complex and often
unexpected ways and inform the process of policy transfer. ‘Cognitive’ obstacles refer to
the process by which public policy problems are recognized and defined in the predecision phase, the rationality of the search conducted for ideas, the receptivity of
existing policy actors and systems to policy alternatives and the complexity of choosing
an alternative. The most significant cognitive barriers for agents of policy change to
overcome at this stage of policy development are the prevailing organizational culture
and the need for effective cultural assimilation of policy alternatives.
‘Environmental’ obstacles refer to the absence of effective cognitive and elite
mobilization strategies deployed by agents of policy change, the need for the
development of cohesive policy transfer networks to ensure successful policy-oriented
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learning, the broader structural constraints (institutional, political, economic and social)
that impact and shape the process of lesson-drawing and the normal technical
implementation constraints that constrain or facilitate the process of lesson-drawing.
The latter would include: coherent and consistent objectives; the incorporation of an
adequate causal theory of policy development; the sensible allocation of financial
resources; hierarchical integration within and among implementing organizations; clear
decision rules underpinning the operation of implementing agencies; the recruitment of
programme officers with adequate skills/training; sufficient technical support; and, the
use of effective monitoring and evaluation systems including formal access by outsiders.

•

Cognitive Obstacles in Pre-decision Phase
• Limited search activity
Cultural assimilation through commensurable problem recognition and definition
• The degree of complexity involved in the process of transfer

Environmental Obstacles During the
Process of Transfer

• Ineffective cognitive and elite
mobilization strategies by agents of
transfer
• The absence of a cohesive policy
transfer network
• Structural constraints – socioeconomic, political, institutional
• Normal technical implementation
constraints arising from limited
policy design, resources and
technical support

Public and International Opinion

╬

• International
opinion
–
Washington Consensus, UN,
key donors *
• Elite opinion – political,
bureaucratic,
economic,
religious
• The attitudes and resources of
constituency groups

The Process of
Policy Transfer
* This is an interactive model in the sense that these sets of variables do not exist in a vacuum; they interact
in complex and often unexpected ways.
Figure 4.2. Mapping potential obstacles to processes of policy transfer*
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The interaction between these ‘cognitive’ and ‘environmental’ obstacles and the forces of
international and domestic public opinion (depending on the nature of the state) inform
the completion or otherwise of the process of lesson-drawing.

4.4.

Research Methods

According to Marsh and Smith (2000), applying a dialectical approach to study policy
networks necessitates comparative, longitudinal and qualitative analysis.This is because
the study of policy networks tends to be based on a case-study method. However, case
studies are always specific and limited in their degree of generalisation. To mitigate the
limits of the case-study method, the comparative study of various cases ought to provide
the greatest range of understanding and generalisation of the research (Yin, 1994). In
terms of longitudinal analysis, it is claimed that understanding of policy network change
and continuity requires researchers to understand the historical, cultural and institutional
context and the origins and development of a network. The need for longitudinal analysis
is supported by Hay, who argues that:
The assumption seems to pervade the existing literature (be it broadly structural or intentionalist)
that networks are always already present, always already pre-constituted. The question of their
formation is thus persistently deferred. This is unfortunate. For if distinctive aspects of network
formation and structure are to be explained (as opposed to merely … described), an understanding
of the legacy and hence the very process of network formation is essential (Hay, 1998).

This criticism is obviated in this research because of the focus on the construction of new
policy transfer networks which have been set up for specific purposes.
The main difference between quantitative and qualitative strands is that while
quantitative researchers believe that social phenomena are best measured and explained
by numerical data and mathematical and statistical information, qualitative researchers
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deny the validity of this strand and argue that social life needs to be understood through
words and interpretation to describe its phenomena. This distinction in fundamental
opinions leads to different techniques of acquiring knowledge. A fuller account of the
distinctions between qualitative and quantitative analysis are presented in Table 4.2.
Table 4.2. Differences between qualitative and quantitative research
Quantitative

Qualitative

Role of research

Preparatory. Means to create hypotheses
to be tested in quantitative research

Autonomous. Means to explore
actors’ interpretations

Stance of researcher in
relation to subject

Outsider. The researcher tries to stay
independent

Insider. The researcher tries to
understand the world from the
subject’s perspective

Relationship
between
theory/concepts
and
research

Confirmation. Deductive process.
test a theory through empirical data

To

Emergent. Inductive process. To
discover the theory through
research

Research strategy

Structured. The researcher is external to
the data collection

Unstructured.
The researcher
becomes an instrument to collect
data

Scope of findings

Nomothetic. To establish general laws

Ideographic. Findings are related
to the specific case

Image of social reality

Static and external to actor

Processive
and
constructed by actor

Nature of data

Hard, reliable

Rich, deep

socially

Source: Adapted from Bryman cited in Chondeoleou, 2002, p. 115

In-depth understanding of relationships within policy-making processes is difficult or
even impossible to interpret through simply quantitative methods such as numerical data
analysis and mathematical formulae. The processes need qualitative methods if they are
to analyse the complex interplay of activities which leads to policy outcomes. Marsh and
Smith note that:
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Any attempt to establish the effect of networks on policy outcomes using a case study approach
needs to focus on three things: specific policy decisions; identifying those involved in taking
decisions; establishing the relationships between and the values of, those involved in the network
and the related decision-making process. Such a focus pushes the researcher towards the use of
qualitative, rather than quantitative, methods.

Thus this thesis employs qualitative techniques such as in-depth interviews, analysis of
primary sources, secondary case-study literature, and focused comparisons. The thesis
emphasizes the importance of comparative analysis, which enhances the utility of the
interactive model for a better understanding of the complex relationship of policy
networks, and for extending the generalizability of the case-study method.
The Case-Study Method
Mackenzie (cited in Evans and McComb, 1999) points out that:
…the case study method is to establish the facts and let them speak for themselves; put the
reader in the position of informed spectator and let him use the material as he pleases. He may
wish to judge or generalize; he may merely learn by experience the feeling of a variety of
situations.

This statement illustrates the usefulness of the case study method in public policy
research. To achieve the main purpose of the thesis, i.e. to provide an understanding of
policy transfer in transition states, such as China, the case study approach provides the
most suitable method for data collection and analysis. The case study is a qualitative
research method that allows the researcher to tell a detailed story and develop an
understanding of how things happen (Burns, 2000). In this thesis, case studies are used to
illuminate and explain processes of policy transfer in China by using an interactive policy
transfer network model.
The case study approach ‘focuses on the circumstances, dynamics and complexity of a
single case or a small number of cases’ (Bowling, 2002, p. 403). A case is a single unit
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in a study and can be, for example, a person, a profession or an organisation. The case
study approach is distinguished from other methods, such as experiments, in that it does
not attempt to control or exclude variables. Instead, it is a holistic approach that enables
the complex nature of an issue to be explored (Bowling, 2002). As Yin (2003a, p.13)
notes, it is particularly useful when the study aims to investigate ‘a contemporary
phenomenon within its real-life context, especially when the boundaries between
phenomenon and context are not clearly evident’: that is, in circumstances where, for
example, the relationship between organisational structure and policy outcomes are
unclear. This is often the case in processes of policy transfer.

Yin (2003, pp. 14-21) presents the case study method as a ‘comprehensive research
strategy’ that addresses all aspects of the research process from design to dissemination.
He identifies five parts of the research process that are particularly important for case
studies. These are: questions; propositions (if any); units of analysis; linking the data to
propositions; and the criteria for interpreting the findings. The case study is examined
through a combination of evidence drawn from primary qualitative interviews with key
protagonists (mostly bureaucrats in these cases), official documentary evidence,
information from the Internet and secondary documentary research drawn from indicative
literature on the study of policy transfer.

Direct interviews are clearly very helpful, in allowing researchers to gain first-hand
information. However, research that relies solely on information from interviews will
have shortcomings (Gall, Borg, and Gall, 1996). The information gained from the
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interview is subjective. It is largely determined by the individual interviewee’s memory,
ontology and belief systems. To try to mitigate this problem, therefore, the study does
not solely count on interview data but uses other sources of evidence such as primary and
secondary documentary analysis and reliable information from the Internet.
The comparative technique allows researchers to examine patterns of similarities and
differences across cases and thus identify the differences between them (Ragin, 1994).
Research based simply on the analysis of the case study might, however, be rightly
criticized as too specific and limited in its scope for generalization. To mitigate this
problem, the comparative study of case studies should provide a broad range of
perspectives on the research problem (Yin, 2004).

The present thesis adopts a

comparative view of different policy areas in a single country (China). The five case
studies are compared to extend our understanding of policy transfer theory in general and
policy transfer networks in China in particular in the final part of the thesis. Moreover,
the indicators of comparative case study are shown in Table 4.3.

Data Collection
Qualitative analysis involves the gathering of in-depth empirical data for analysing the
case studies of policy transfer. Eisenhardt (1989) suggests that multiple data collection
methods should usually be employed in the examination of case studies. In this type of
research, various research techniques are used to obtain and analyse information
pertaining to the thesis. These consist of literature reviews, primary source analysis,
secondary source analysis and interviews.

Firstly, the literature review provides

researchers with familiarity with the field of study. It offers background knowledge on
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theoretical and methodological issues which have been used in previous research. The
researchers therefore do not need to waste their time in exploring issues which have
already been examined in sufficient detail. It also allows researchers to identify gaps that
do exist in the literature under study. The information gathered in the literature review
(etymology) informs the second strand of the research: an in-depth study of the policy
transfer phenomenon as implemented through the reform and open door policy using a
comparative case study approach.
Secondly, primary source analysis is the core technique of qualitative research for
understanding social phenomena.

In this thesis, the primary source materials comprise

official and trustworthy documents such as government publications, reports and
bulletins, newspapers and magazines, websites and personal correspondence. Thirdly,
secondary material analysis was analyzed including academic books and journals which
invoke information relevant to the case studied and secondary data sets. And the final
form of data collection in this research was generated through interviews.
The role of the interview, in general, is to obtain accurate information from another
person (Neumann, 2003).

The interview is a tool for researchers to create a clear

understanding and prevent misconstruction of the data.

In policy transfer network

research, interviews provide an understanding of the perceptions, interests and beliefs
behind the actions and decisions of the agents within the networks. The information from
the interview might be first-hand data which has never been recorded elsewhere, and
which allows the researcher to explore both the formal and informal relationships within
the networks, helping to reveal resource and power dependencies more effectively than
other primary and secondary data.
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In this thesis semi-structured interviews were conducted using a semi-structured
interview format comprised of main and alternative lists of questions.

The semi-

structured interview format affords flexibility to the researcher (Richard, 1996, p. 202).
While the alternative questions allow the researcher a wide range to design suitable
questions for individual interviewees and situations, the main central questions help the
interviewer not to lose sight of the theme of the research enquiries.
Although this interview method may encounter problems in terms of inaccuracy and
unreliability stemming from the bias of both interviewer and interviewee, this thesis
validated the data from interviews through triangulation (comparison) with documents,
other interviews and/or repetitive interviews, which serve to mitigate these problems.
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Table 4.3. Indicators for Comparing Policy Networks
Comparative Indicators

Case Study 1 – 2 – 3 – 4 – 5

Policy Transfer Network
Network Type

Policy community to issue network

Network Structure

Formation, institutionalization, structures

Resource Interdependencies

Functions, resources, skills, interests, behaviour

Power Relations

Relative importance of resources, distribution of power, in whose
interest?

Belief Systems

Core beliefs, attitudes, strategic learning

Policy Environment
Political Factors

Political system, role of the state, party system, politicization

Economic Factors

Domestic and international economic dependencies and pressures

Ideological Factors

Domestic ideological views, international ideological principles
(liberalism, capitalism)

Knowledge

Professionals, epistemic communities, expertise

Institutional Factors

Domestic institutions, transnational and international bodies

Technological Factors

Technological advancement and change

Other Policy Networks

Interaction, intersection

Belief Systems

Broader societal values, cultural characteristics

Policy Outcomes

The impact of policy outcomes

Continuity and Change

Dynamism in the PTN, degree of adjustment change in resources
and power

Source: Adapted from Chondeoleou, 2002, p. 109

Methodological Problems
The qualitative methodology required to study policy transfer networks, especially one
using an interactive model, necessitates excellent access to network protagonists. Access
to the elites involved in these case studies was not always easy. Most of the key persons
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involved are either senior civil servants or international bureaucrats. Often due to their
status and responsibility, it was difficult to gain access. Even when the researcher did
gain access to the desired people, the time allocated for the interview was limited.
Moreover, the interviewees were are often reluctant to answer controversial questions or
did not accept that they have informal relationships with other key actors in the network.

4.5.

Research Ethics

In accordance with the ‘National Statement on Ethical Conduct in Human Research’ the
following guidelines were implemented to ensure ethical research outcomes:
a)

ethical approval was granted from appropriate authorities (The University of
Canberra Human Ethics Committee) establishing that the findings of the research
would be of benefit to research subjects and outweigh the risk of participation
(defined normally as physical harm).

b)

I ensured that participants were given full disclosure about the purpose and the
nature of the research.

c)

That informed consent was given by participating subjects.

e)

That normal rights to confidentiality, data protection and withdrawal of
participation were afforded to all participants; and,

f)

that an ethics log was compiled and a least harm approach utilized in the research
process.
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4.6.

In Conclusion

This chapter has set out the methodological position underpinning the thesis and the
methods that will be used to address the research questions posed in the opening chapter.
The key theme in the critique of network analysis of parsimony has led to the choice of
methodology (policy transfer network theory); approaches (the interactive model and the
case approach); and methods (qualitative and comparative).
An interactive model of policy transfer networks has been adopted because it is necessary
to move beyond uni-dimensional explanations of policy learning to craft a comprehensive
understanding of a multi-faceted phenomenon. An interactive model of policy transfer
networks enables the development of a multi-dimensional understanding of policy
learning which identifies the most appropriate theoretical understanding of the generated
data. It also enables all of the components of policy learning to be considered as a whole.
The model provides researchers with a template for what should be analyzed to obtain an
understanding of the current complexity of policy-making processes and their impact on
policy outcomes by investigating the three iterative interactive relationships between the
structure of the network and the agents operating within them, the network and the
context within which it operates, and the network and the policy outcome.
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5
Human Resources Development in China – the
Case of the China Europe Public Administration
Programme (CEPA)

CEPA is an achievement of historic proportions by both the CNSA and the European Union. The
CNSA was able to exert the necessary influence at the central level of Chinese government to
achieve the overall objective at a national level. In sum, the CNSA was able to capture the attention
of the highest inner circles of the administration because of the quality of its project outcomes and
their demonstrable value to Chinese administrative development (EU, Mid-term Evaluation Report
2006, p.11).

5.1. Introduction
Over the past five years both in order to accelerate the process of administrative reform
and provide more efficient public services the Chinese Government has engaged in an
active process of policy-oriented learning from exemplar developed countries. The
focuses of these processes of learning have mainly centered on establishing new systems
of personnel management and performance assessment through international cooperation
programmes. This chapter focuses on a case study of the China-Europe Public
Administration Programme (CEPA) in China that has provided a key source of ideas
about public sector reform for the Chinese Government. The case study investigates the
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emergence and development of a policy hub that has facilitated multiple forms of policy
transfer from the European Union to China in different aspects of public management. As
noted in the previous chapter it deploys the policy transfer network approach developed
by Evans and Davies (1999) and Evans (2004) as a heuristic method for understanding
the processes of policy-oriented learning and it argues that policy transfer is an essential
analytical approach for studying states in transition to a market economy. Furthermore, it
observes that policy hubs such as CEPA have become a key instrument for the
internationalization of neo-liberal public sector reforms.
As the largest cooperation programme between the EU and China on public
administration, the initiation and implementation of the CEPA programme is in
compliance with the needs of administration reform and the EU’s strategies on China.
According to EU Policy Paper issued by the Chinese Government in 2003, China and the
EU share experience in transforming government functions and deepening personnel
management reform, and this provides a space for the establishment of a China-EU
cooperation mechanism on personnel and administrative management and conduct
exchanges in civil service system building and human resources development.
The CEPA programme is co-funded by European Commission and China Government,
and implemented by the China National School of Administration (CNSA) and European
Institute of Public Administration (EIPA) with the participation of 47 provincial
administration Institutes, Ministry of Personnel and State Commission Office for Public
Sector Reform from Chinese side and Altair Asesores SL (Spain), British Council (UK),
National School of Government (UK), German School of Administration Sciences
Speyer (Germany), French National School of Administration (ENA) from European side.
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Those organizations, governmental or non-governmental, are regarded here as the agents
of policy transfer. Through the CEPA programme, new training methods, such as elearning, case study, training of trainer (TOT), training manager (TM) and new
performance assessment tools, such as common assessment framework (CAF), have been
introduced into the training and assessment policies of civil servants, which have made
great contributions to the human resources development. The successful policy transfer
stimulated by the CEPA project and the active role of the agents in the transfer process
are worth investigation and will demonstrate a valuable empirical evidence of the success
of policy transfer from EU to China.
The CEPA programme provides a rich source for multiple forms of policy learning from
the EU to China in various aspects of public management. Through the policy transfer
network approach developed by Evans and Davies, this chapter argues that a EU-isation
of certain aspects of Chinese public management is occurring. It also reveals that the
Chinese government has become more liberal on policy learning in the area of public
management, because New Public Management is considered to be a key instrument of
technical modernisation despite the fact that it leads inexorably towards greater citizen
responsiveness and public engagement (Hood 1995 and 2000; Stoker 1999 and 2004).
The case study of the CEPA programme tells us a great deal about how a transition state
acquires knowledge about public policy and uses it. There is a tendency for Chinese
policy-makers to engage in copying which defies all the rules of rational policy-making,
which stresses the importance of cultural assimilation. It demonstrates a good example
about how Chinese policy-making can be made to be more rational. The study provides
us with a rare case of where a policy hub for policy learning has been created through an
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international policy network, which leads to many forms of policy transfer. This also tells
us a lot about the role of the EU as an agent of international policy transfer.
The chapter is organised into three substantive sections and a conclusion. Part two
explores the role of the China National School of Administration (CNSA now the China
Academy of Governance) in state modernization. This section will introduce the CNSA
as an organisation to the reader. Three core functions of CNSA will be illustrated: policy
consultation to the State Council, senior civil servants training and scientific research.
Part three provides a basic introduction to the CEPA programme, explaining its origins,
main aims and objectives, its six components, the main activities, the beneficiaries and
partners from both the Chinese side and the European side. In part four a comprehensive
analysis of the case study is presented. Here, the heuristic twelve steps of the policy
transfer network approach and the validation sequence proposed by Evans and Davies
(1999) will be used to test the key content of the cases as well as examining the impact of
the CEPA programme on policy oriented learning in human resources development in
China. Part five concludes with an assessment of the chapter’s key findings.

5.2. The China National School of Administration and Public Sector
Reform
The China National School of Administration (CNSA) is the main beneficiary and player
in the CEPA programme. CNSA has played and is still playing a vital role in the process
of administration reform in China due to its three core functions assigned by the State
Council. It is also because of these reasons that the CNSA was chosen as the main partner
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and operator of the first and largest EU China cooperation programme on public
administration.
CNSA has made great contributions to the initiation, formulation, design, and
implementation of the CEPA programme. Whether the CEPA programme has
successfully executed policy transfer is closely and inseparably connected with the
performance of CNSA. In other words, CNSA directly determines the success or failure
of the CEPA programme. It will be of great value to explore the main functions and key
role of CNSA in China to better understand why EU chose CNSA as the main beneficiary
of the CEPA programme and how the policy transfer process is influenced by the
decisions of CNSA. This chapter will focus on describing the three key functions of
CNSA.
In order to meet the needs of China’s reform, opening up and modernization drive, China
National School of Administration (CNSA) prepared to construction in 1988 and was
officially founded in 1994 in accordance with the decisions made by the 1st Session of
the 7th National People's Congress and the 13th CPC National Congress. As a
ministerial-level department directly affiliating to the State Council, CNSA is a central
training centre for senior policy research fellows, senior and middle-level civil servants
coming from both central ministries and provincial governments and senior executives
from key state-owned enterprises. CNSA also provides policy consultancy service to the
central government as well as conducts series of theoretical academic research projects in
the areas of public management and public administration. The President of CNSA is also
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the State Councillor, Secretary General of the State Council. The Executive Vice
President is a minister and the Vice Presidents are Vice Ministers. (www.gov.cn13)
The Main Functions of the China National School of Administration
Before the establishment of the CNSA, Central CPC Party School is responsible for the
training of senior and middle level officials of Central Government in China. With the
introduction of the idea that separates the functions of the CPC party and the government
and the introduction of the concept of civil servants, CNSA has been given a new
dimension of functions by the China Central Government since it was founded. There are
three main functions of CNSA: training, research and consultancy. As the key beneficiary
and operator of the CEPA programme, CNSA’s functions directly influence the process
of policy transfer. Hence, it is of great importance to explore the functions of CNSA
before examining the CEPA programme (see: www.gov.cn, www.nsa.gov.cn).
Training
As the highest-level governmental training institution in China, CNSA undertakes a
series of training tasks given directly by the central government and trains 5000
participants annually (see: www.gov.cn, www.nsa.gov.cn). This includes (See Box 5.1):
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  www.gov.cn is the official website of the Chinese Central Government.	
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Box 5.1. Training programmes delivered by the CNSA
Minister and Provincial Governor Training programmes
Director General Training Programmes
Senior Executives of Key State-owned enterprises training programmes
Master of Public Administration Degree Programmes (MPA)
Young Cadre training programmes
Senior and middle-level civil servants of western region of China training programmes
Advanced training programmes for the directors of provincial institutes of public administration
Training programmes for trainers, training managers and teachers of the provincial institutes of public
administration
Training Programmes for senior civil servants of governments of Hong Kong and Macao Special
Administrative Region
Training Programmes for senior civil servants of Latin American Countries, African Countries and
South Asian Countries
Source: developed from www.nsa.gov.cn and www.gov.cn

Research and Consultancy
The other two main functions of CNSA, research and consultancy are inseparable and
complement each other. Since its foundation, CNSA has conducted more than 50
national-level research projects and has formed a research platform for all of the
administration schools and institutes in China. CNSA has been trusted by the Central
Government to undertake series of key policy research activities such as administration
by law, administrative system reform, public sector reform and service-oriented
government building. CNSA in turn writes policy research reports as well as policy
advice to the State Council. Up to now, CNSA has become the national research centre
for the policies mentioned above.
CNSA edits and reports the documents that encompass the key problems in the work of
government, which are called as ‘Policy Consultancy References’ to the State Council
and the Premier. Some of the consultations have drawn special attention of the leaders of
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the central government. Moreover, CNSA will write recommendation reports to central
ministries and local government about the potential trainees. Furthermore, CNSA
conducts research activities on the key issues of civil servants training and participates in
the decision-making of national policies on civil servants training. In addition, CNSA is
trusted by Ministries or local governments to conduct research activities on certain
policies. The outcomes of research and relevant advisory consultancies is provided by
CNSA to ???.
The Structure of the Chinese National School of Administration
CNSA is composed of twenty-two departments. Five of these are academic: the
Departments of: Public Administration, Politics, Law, Economics, and Comprehensive
Studies. The president of CNSA is concurrently a?? State Councillor and the SecretaryGeneral of the State Council. The current president is Ms Kai Ma.

The previous

president, who was in office during the implementation of the CEPA programme was Mr
Jianmin Hua. An executive vice president (the Minister) chairs the management of CNSA.
CNSA presently has 56 full-time academics, of which: 35 are professors, 16 are associate
professors and five are national policy advisors; and 200 part-time trainers, including
senior officials of the government (www.nsa.gov.cn).
International Cooperation
CNSA attaches great importance to international cooperation and communication. Till
now, CNSA has established cooperation partnerships with administration schools and
academic institutions from more than 44 countries. Meanwhile, CNSA has accepted
trainees from 84 countries and regions. CNSA has assigned 22 senior officials and
professors as foreign honorary professors. And the participants of CNSA’s director104	
  
	
  

general training programmes are sent to US, Canada, France and Japan for a three-week
study visit annually (www.gov.cn).
Summary
This section has reviewed the main functions, structure as well as international
cooperation of CNSA and provides a context for us to understand why the EU chose
CNSA as the main partner for an international cooperation programme on public
administration. As the highest level official training organizations, CNSA is not only
responsible for the training of senior and middle level civil servants of China Central and
Local Governments, but also provides policy research and policy consultancy service to
the State Council, the State Councillor and the Premier directly. CNSA’s vital role in
China draws the attention of EC and other administration organizations in Europe.
According to the Mid-term Evaluation Report (EU, 2006, p.11):

CEPA is an achievement of historic proportions by both the CNSA and the European Union. The
CNSA was able to exert the necessary influence at the central level of Chinese government to
achieve the overall objective at a national level. In sum, the CNSA was able to capture the attention
of the highest inner circles of the administration because of the quality of its project outcomes and
their demonstrable value to Chinese administrative development.

The CNSA’s three key functions and its essential role in the administration reform in
China is the first reason for CNSA to be chosen by EU as the main beneficiary of the
CEPA programme. Policy learned abroad can reach the highest level leaders of China
Central Government and produce effects; The second reason for CNSA to become the
main player of the CEPA programme is because CNSA’s trainees covers a large number
of senior civil servants, who are the key decision makers in both central and local level.
New public management knowledge, institutions and ideas can quickly reach them
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through the training programme; Third, CNSA is the leader and centre of the network
composed by CNSA and 47 provincial administration institutes. Provincial institutes
perform similar functions of CNSA in each provincial government. Policies can be
disseminated from CNSA to 47 provincial administration institutes quickly through this
network, which covers all the provincial level local governments of China, in fact, ‘the
absorption capacity of CNSA has proved to be high, and also has shown already
successful replication of learning to a wide array of local institutes’ (MTER 2006: 11);
Fourth, unlike the CPC Party School, CNSA is more administration oriented. CNSA
focuses on the training, policy research and consultancy in the field of public
management, which is less politically sensitive. This characteristic of CNSA makes it
easier to accept by the Central Government to give permission to the implementation of
international programme on policy learning.
In sum, understanding the CNSA’s main role, key functions and its relationship with the
PIPAs will heighten our better awareness of the CEPA programme and the role that the
CNSA plays as a key agent in the policy transfer process.

5.3. The Emergence and Development of the China-Europe Public
Administration Programme
In order to examine whether the policy transfer occurs through the CEPA programme, it
is necessary to give a detailed description about the CEPA programme. The birth of the
CEPA programme is a response to the requirement of administration reform in China and
the EU’s strategies. To promote the exchange and cooperation between China and Europe

106	
  
	
  

in the arena of public administration, the Chinese Government and the European
Commission signed the financial agreement on CEPA Programme in February 22, 2000.
This four-year programme was mainly funded by the European Commission and cofinanced by the Chinese Government. It was started at the end of 2003 and finished in
November 2007. On the Chinese part, CNSA is the key stakeholder followed by the MOP,
SCOPSR and PIPAs; On the European side, EIPA heads a consortium of seven agencies
including ENA (France), the British Council (UK), National School of Governance (UK),
Germany School of Administration Sciences Speyer (Germany), FORMEZ (Italy), Altair
Asesores SL (Spain) (see: www.gov.cn, www.nsa.gov.cn).

Origins
The original programme design has been relevant to the situation and progress of the
reform of the administrative system. In late 1998, the time of CEPA project primary
identification and formulation, China had already achieved substantial progress in the
reform of the economy, which was a major process launched with the Opening Up Policy
in the early 1980s. During that time, both the EU and China realized the importance of
carrying out cooperation in the field of public administration. A formulation mission
team (composed of a UK independent consultant, a Spanish Officer of the Ministry of
Finance in Spain and a Chinese officer of the Minister of Personnel) traveled for two
weeks to Beijing and Shanghai in November 1998 and prepared a report including a draft
financial proposal plus annexes including log frame and the technical and administrative
provisions (See MTER 2006). As result of the formulation mission, and subsequent
internal approvals, the Financial Agreement on the CEPA Programme was ready in 1999
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and modified and signed in 2000 by Mr. Christopher Patten and Mr. Shi Guangsheng,
who were at the time respectively Commissioner of the EC and Minister of MOFCOM.
The TAC was signed on 16 December 2002, two years later than the signing of the
Financial Agreement, setting the period of execution of the Agreement 48 months from
the Commencement date (www.cepa.nsa.gov.cn). The date of commencement was later
determined to be 20 January 2003 and consequently the date of execution was to be 20
January 2007. after lessthan two months, on 12 March 2003 the first amendment was
signed where the advance and interim payments and the Annex V Budget breakdown and
cash flow forecast were amended. On 20 December 2005 an Addendum 2 was signed to
set the period of execution as 59 months from the commencement date, that is 19
December 2007. Therefore the TAC was extended eleven months from its original term,
without any provision for changes in financial funding from the EC (According to
interview with Lixing Wei14).

Aims
The two overall aims of the CEPA Programme were to provide assistance in the process
of economic and social reform in China and to increase knowledge and understanding of
public administration between China and who else???. The specific objectives of the
CEPA Programme were to develop the capacity of CNSA in order to: contribute to
national strategic policy development; train senior central and provincial officials; train
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the staff of Chinese training institutes; assess the procedures for recruitment and
promotion; and develop links between the CNSA, MOP, SCOPSR and their counterparts
in European institutions and member states.
The CEPA programme has six components (see Box 5.2.), five of which were mainly led
by CNSA. MOP and SCOPSR share a joint lead role in the sixth component.
Box 5.2. The CEPA Programme
Component one: Executive development and strategic analysis seminars: carrying out studies on
strategic policy, including the organization of an annual high level China-Europe senior forum on
government management and public sector reform issues. The objectives of component one are to
develop CNSA’s capacity to contribute to national strategic policy making by improving the ability to
provide consultancy and policy research for Government and to increase the understanding of Public
Administration between China and Europe. Its’ main activity is to develop the strategic topic and to
organize and run the annual “China-Europe Senior Public Management Forum” (CEPA Focus 2007, p.
4). Preparations for the forum include both long and short-term study visits to European countries giving
an opportunity for research and assessment of “best-practice” in the chosen topic. The forum is a high
profile event attracting ministerial and senior public servants and high-level contributors from China and
Europe. Four forums had been successfully organized on ‘Public Service Innovation’, ‘Good
Governance’, ‘Public Management Innovation’ and ‘Public Sector Reform and Improvement of
Government Performance’.
Component Two: Developing training modules to support the MPA programme and developing
distance learning The objectives of component two are to enhance the MPA programme by providing
training modules on public administration and public management in Europe and to support the creation
of a distance learning system at CNSA.
Component Three: Contribution of training modules on EU experience in Public Management and
Public Administration This component aims to enhance the curricula of CNSA and the Provincial
Institutes by the provision of training modules on comparative aspects of European public management
and administration and to improve the capacity of teaching staff to design and use case study
methodology in their training programmes. Initially the objective for component 3 was to contribute to an
established 2-year programme run by CNSA, however, that programme was discontinued at the time the
project started, the objective was therefore redefined (CEPA Focus 2007, p.12).
Through training modules, participants who are involved in advising the Chinese Government gain a
better understanding of European models and practice and in addition are able to develop useful contacts
with European administrations (See CEPA Focus 2007). Furthermore, with regard to case study
development, a database of over 60 case studies has now been established and trainers can access and
apply the case studies in a number of programmes. Six modules have now been delivered in Beijing,
15
Zhejiang, Hangzhou, Guangzhou and Kunming (According to interview with Meilan Shi ).
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  Author Interview, Meilan Shi, Deputy Director General of the Department of Scientific Research, CNSA,
and the Key Expert of the Component Three, P.R.China, 22 September 2011. This actor was involved in
the process of policy transfer.	
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Component Four: Training Management and Training of Trainers Component four aimed to
enhance the skills of trainers and training managers and strengthen the institutional capacity and in
consequence had two main objectives (CEPA Focus 2007, p. 15): to enable training managers to improve
their ability to specify, plan, manage and evaluate training programmes that result in greater
effectiveness, to improve learning outcomes and to enable trainers to improve their skills in the design
and delivery of training and their use of modern training methods.
The design and delivery of training courses on modern training practice for trainers and training managers
is the main activity, including some joint events. However, also included in the courses are a number of
“ad-hoc” seminars and short and long-term study visits to Europe (CEPA Focus 2007, pp.13-14). For
instance, in October 2006 a seminar was held in Qingdao for all those who attended the training
management courses it provided a further opportunity to network, the event was covered by local press
giving the project increased visibility (FER 2008).
Component Five: The Development of CNSA’s Staff and Institutional Assessment Programme
This component’s main objectives are to develop a model for Institutional Assessment and to test that
model in at least 2 Pilot Organizations and to develop a model for staff assessment that will assist in the
selection process for senior civil servants.
Component Six: Developing Chinese-European Public Administration Networks
The main objective here is to establish sustainable networks between MOP, SCOPSR and European
Public Administration Institutions. MOP and SCOPSR work together as the key players of the
Component six. This component is implemented mainly through short-term study visits. Moreover, the
component also sponsors young officials from each organization to complete a Masters programme in
Europe (CEPA Focus, 2007, p. 22).

The CEPA programme has made significant contributions to the development of human
resources development and public administration reform. According to the Final
Evaluation Report (2008, p. 36), ‘CEPA has to a satisfactory degree met its specific
objectives – to develop the capacity of the CNSA and to develop contacts between the
Chinese beneficiaries and their counterparts in European institutions and Member States’.
Thus it has also provided assistance in the process of economic and social reform in
China and increased the understanding and knowledge of public administration between
China and the EU. The programme has contributed to PA reform in China and pushed
forward the introduction of a new service oriented public administration and “rule by
law”. It will be of significant value to study this successful programme using the policy
transfer network approach. If it is proved to be a successful consequence of policy
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transfer, it will represent a useful example for the practice of new public management in
China as well as a valuable empirical contribution to the literature on policy transfer itself.

5.4. Policy-oriented Learning through a Policy Hub – the Case of the
China-Europe Public Administration Programme
The CEPA programme was designed to establish a ‘cooperation mechanism on personnel
and administrative management’ and conduct ‘exchanges in civil service system building
and human resources development’ (MTER 2006, p. 9). The implementation of the
CEPA programme is in tune with the times. The Chinese recipients were eager to learn
about the five principles of Good Governance laid down in the EU’s White Paper on
Good Governance: openness, participation, accountability, effectiveness and coherence.
Some of these principles received significant attention throughout the programme at
higher political levels in China. CEPA has indirectly contributed to policy making
according to Good Governance principles (FER 2008, p. 35). Nonetheless, although the
impact of the CEPA programme has been commonly recognized, whether it can be
regarded as a successful case of policy transfer or not remains to be seen?
I will now investigate the CEPA programme using the policy transfer network approach
developed by Evans and Davies (1999) and Evans (2004). It will first deploy a detailed
study with sufficient empirical evidences by means of the twelve heuristic stages of
investigation mapped out in Chapter Four. It then examines whether policy transfer can
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be validated in this case study through the application of the validation sequence
proposed by Evans and Davies (1999). It further investigates who are the agents of
transfer? What is the evidence of transfer? What is the evidence of non-transfer? And,
what are the degrees of transfer?
Problem Recognition and the Search for Solutions
In the late 1990s, China had already achieved substantial progress in the reform of the
economy, which was a major process launched with the Reform and Opening-up policy
in the early 1980s. The reform of the administrative system had started, slowly, in 1993
and gradually expanded, and the main indicators of the advancements at the time were:
The number of ministries and the number of organizations under the State Council
had been significantly reduced;
Government policy of separating policy-making activities in ministries from
executive activities lead to the launching of the reform of the State-owned
enterprises;
Responsibilities were delegated from central government to provincial governments
and, in turn, to lower levels of government;
The replication of the reform at central government level was to be launched on a
great scale at provincial and local levels (According to interview with Linxiang
Lu16).
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  Author interview, Linxiang Lu, former Director General of the International Affairs Department of
CNSA and Co-director of the CEPA Programme. P. R. China. 21 September 2011. This actor was involved
in the process of policy transfer.	
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In 2000, the consolidation and deepening of the reform of the administrative system
became of vital importance to ensure the continuation of the success of the economic
reform. The main tasks were to rationalize administrative relationships, streamline
organizations, reduce the number of staff, raise administration efficiency and improve
personnel quality by the development of a modern form of personnel management. In
parallel with the delegation of greater power to government at lower levels, the power of
enterprises was to be expanded. Therefore, the Chinese Government realized that
institutions in personnel management and new methods of personnel recruitment and
assessment of performance needed to be established (According to interviews with
Linxiang Lu and Wei Jiang17). Nonetheless, there was an absence of solutions at that time
as China only had ten years’ experience of reform.
The Chinese Government looked both inside and outside to find the best solutions to
meet the needs of administrative reform. With its three significant key functions, CNSA
is becoming increasingly importance in the platform of public administration reform in
China. Since it was established in 1994, CNSA has sent many experts groups to visit
other countries to draw the relevant lessons on how to facilitate the administrative reform
as a national governmental school of administration (see: www.nsa.gov.cn). After this
process of international comparison, CNSA focused more on the experiences of European
countries in the domain of public administration. In 1996, only two years after being
founded, the State Council sent a delegation of senior officials, headed by Guixian Li, the
State Councilor, Secretary General of the State Council and the President of CNSA, to
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  Author interview, Wei Jiang, Deputy Secretary-General of the Political and Legal Affairs Committee of
China Central Government. P. R. China. 9 September 2011. This actor was involved in the process of
policy transfer.	
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carry out a study visit in France, Germany and the Netherlands (www.nsa.gov.cn).
During the visit, Guixian Li had several meeting with the ministers of public
administration, and visited ENA, EIPA and Germany Federal Administration School. In
this visit, Guixian Li and other officials showed great interest in the training model of
ENA as well as advanced experiences of administrative reform in the EU (According to
interview with Linxiang Lu). After the visit, Guixian Li18 reported directly to the Premier
Li Peng19 and suggested cooperation between the CNSA and developed countries to draw
lessons to meet the needs of reform in personnel management and public administration.
In the meantime, the CNSA had just been established and did not have sufficient
experiences in relation to training methodologies, training policies and training design.
On the other hand, the CNSA and the forty-seven PIPAs all over China had to face the
problem of how to equip civil servants with knowledge and skills in new public
management. As Linxiang Lu puts, ‘As a new type of institute in China, there were no
adequate experiences, knowledge or institutions that could be drawn from the inside of
government at this time’ (interview with Linxiang Lu). Lu also points out that CNSA also
sent a few study groups to the US, Austria and Japan to investigate the concept of new
public management, nonetheless, the EU perspectives had drawn the most attention of the
elites of China.
At the same time, the EC showed great interest in potential cooperation with China in the
field of public administration. Due to the progress made by China in economic
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Guixian, Li is previous Member of the 16th CPC Central Committee, Vice-Chairman of the 10th CPPCC
National Committee.
19
Li Peng served as the fourth Premier of the People's Republic of China, between 1987 and 1998, and the
Chairman of the Standing Committee of the National People's Congress.
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development, the EC realized that administrative reform in China should be given
support to help sustain economic growth. According to the communication ‘Building a
Comprehensive Partnership with China’ issued by the EC in March 25 1998: ‘European
co-operation needs to be linked more closely to overall policies. The project should
underpin the key political, human rights and economic objectives which we have set’
(http://ec.europa.eu/external_relations/china/com_98/index.htm

20

). During the study

visits sent by the CNSA to the EU, many institutions and organizations gave lots of
constructive suggestions about the possible cooperation and wished a deeper bilateral
communication.
The Chinese Government always pays essential attention to its strategic partnership with
EU. Based on the previous successful cooperation on economic development, the
Government is fairly interested in carrying out sustainable constructive cooperation with
EU in various fields, said former Premier Ruji Zhu in April 1998 (Zhu 1998). The State
Council has organized several expert groups to investigate the feasibility of implementing
an international programme on public administration on a high level. Experts coming
from CNSA, the National Research Office, MOP, SCORPRS, COD, have discussed the
relevant documents and reports written by the study visits at home and abroad, compared
the different experiences and model of public administration in different countries. As a
result of a broad range of research activities, CNSA, MOP, SCOPSR and PIPAs were set
up as the potential stakeholders for the international programme on public administration.
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Contact
During the search process, with its superior cognitive and elite mobilization powers, the
EU gradually became the first choice of the Chinese Government as the potential agent of
transfer. In April 1998, ECD Officials visited CNSA and officially discussed the possible
cooperation on public administration with the leaders of CNSA. In September the same
year, a delegation headed by Xiuxue Zhang, vice president of CNSA was sent by the
State Council to visit EU to further discuss the issues regarding to the possible
cooperation on public administration (see: www.nsa.gov.cn). Agreed by both sides, a
formulation mission team (composed of a UK independent consultant, a Spanish Officer
of the Ministry of Finance in Spain and a Chinese officer of the Minister of Personnel)
traveled for two weeks to Beijing and Shanghai in November 1998 and prepared a report
including a draft financial proposal plus annexes including log frame and the technical
and administrative provisions.
This formulation team carried out a dedicated investigation about the needs of Chinese
public administration reform, particularly the specific needs of CNSA, MOP and
SCOPSR. A wide range of stakeholders was consulted by the formulation mission team,
namely CNSA, representatives of EU member States, Ministry of Personnel, SCOPSR,
China Training Centre for Senior Civil Servants, CPC Party School, Shanghai Municipal
Personnel Bureau, Shanghai Administrative Institute, CEIBS, MOFCOM, UNDP, and the
World Bank. In October 29 1998, Jacques Santer, at that time the president of the EC,
visited CNSA and gave a speech on the role of the EU and relationship between the EU
and China to all the officials of CNSA as well as senior civil servants who were being
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trained at CNSA at that time. Santer had a meeting with Zhijian Zhang, then Executive
Vice President (Minister) of CNSA (www.nsa.gov.cn). This meeting strengthened their
determination to facilitate the birth of a China-EU Programme on Public Administration.
As a potential agent of policy transfer, the EU played a rather active role in the contact
stage. Through meetings between elites, and through study visits, the EU showed the
CNSA its superior capabilities in political and knowledge resources and in gaining access
to knowledge elites. In the meantime, the EU, after investigating the functions of CNSA,
regarded CNSA as the best potential client. Here, the EU itself provided a large amount
of funding to support the implementation of a possible cooperation programme, which
added to the possiblity of the EU becoming the number one potential agent. On the other
hand, as a potential client, CNSA was also supposed to play a vital role in introducing the
experiences of the EU to China in order to contribute to the administrative reform of
government. In this sense, CNSA and other potential beneficiaries from the Chinese side
also played roles as potential agents. According to Evans and Davies (1999, p. 378), ‘the
agent might be part of the search organization itself.’ Certainly, the potential agents of
transfer in the CEPA programme are located in a network comprising different
organizations rather than an individual institution.
The Emergence of an Information Feeder Network
The curiosity of China Government was aroused and the EU began to present its
advantages through the emergence of an information feeder network. In this stage, the
Project Leader also began to identify an elite group of agents who had the necessary
political and knowledge resources to satisfy the objectives of the review. At that time,
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there were many organizations showed their capabilities and interests to participate to the
CEPA programme from European side. In order to provide the best experiences, EU
finally chose a consortium of seven partners led by EIPA through an open bidding
process. The other partners are: Altair Asesores SL – Spain, British Council – UK,
National School of Government – UK, German School of Administration Sciences
Speyer – Germany, French National School of Administration (ENA) – France, Regional
School for Public Administration – Formez – Italy. In February 2000, China Government
trusted MOFCOM to sign the financial agreement on the CEPA programme with the
commissioner of EC. From then on, an international network composed by seven
European institutions, CNSA, MOP, SCOPSRR, PIPAs, MOFCOM, ECD were
established and began to play a significant role in the implementation of CEPA
programme (see: www.gov.cn, www.nsa.gov.cn).
This multiple international network is composed and intertwined by agents and clients
with various needs and knowledge. For instance, in order to provide the best practice,
two or more of the seven European partners will work together as an agent of one type of
policy transfer. In addition, they may accomplish the missions through cooperation with
other European organizations that are outside of the seven-partner consortium. The
multidimensional characteristics of the international network created favourable
conditions for the occurrence of many transfer processes.
Cognition, Reception and the Emergence of a Policy Transfer Network
In this stage of policy learning, the CNSA has sent many groups to visit the member
organizations of the information feeder network. For instance, in April 1999, a delegation
headed by the Director General of the Department of Educational Planning of CNSA
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visited France, UK and Germany to review the relevant information on MPA
programmes (www.nsa.gov.cn). In Oct 1999, Mr Zhongyu Wang, at that time the State
Councillor, Secretary General of the State Council and President of CNSA visited ENA,
EIPA and Greek Ministry of Interior Affairs with other 11 senior civil servants from
CNSA, MOP and General Office of the State Council. During the visit, they carefully
checked the experiences of ENA and EIPA, exchanged ideas with the European experts
and subsequently wrote a report to the Premier of China Government about their findings
and suggestions (www.nsa.gov.cn). Meantime, they expressed to the potential partners in
EU their real needs and expectations on the CEPA programme. Furthermore, CNSA and
ENA conducted an experimental activity by holding the seminar on TOT in Beijing in
2000 to test the response of Chinese experts and officials on TOT methodology, which
would be a main component of the CEPA programme (see: www.gov.cn,
www.nsa.gov.cn).
Through the negotiation process and bi-directional visits, EU and China Government
finally came out with a common aim on the CEPA programme, which is to lend
assistance in the process of economic and social reform in China and to increase
understanding and knowledge of public administration between China, the European
Union and its Member States (See MTER 2006 and FER 2008). According to EU’s
strategy on China and the needs of CNSA, the main beneficiary from Chinese side, the
CEPA programme was designed into six components. As for each component, there will
be two key experts from both European and Chinese side to take management
responsibility of annual activities (See CEPA Focus 2007). The Director General of
Department of International Affairs and a professor of EIPA were appointed as the co119	
  
	
  

directors. A project office of 3 permanent staffs was set up at CNSA. The steering
committee composed by the co-directors, the key experts of each component, project
officers of MOP and SCOPSRR, representatives of MOFCOM and ECD will hold a
steering meeting annually. Thus, a policy transfer network consists of the co-directors,
experts and officials of ECD, MOFCOM, CNSA, MOP, SCOPSRR, PIPAs, EIPA, ENA,
Altair Asesores SL, BC, NOG, Speyer, Formez and other European governmental and
non-governmental organizations emerged in the activities of the CEPA programme. This
policy transfer network covered six areas (six components) and is managed by the
steering committee, the co-directors and the CEPA office.

Elite and Cognitive Mobilization
At the end of 2003, the CEPA programme was started. As introduced in the previous
chapter, there are specific objectives for each of the six components. In this stage, the
partners of the European part provided a certain range of available resources. In order to
decide about the key focus of their activities, each component has sent one or two groups
headed by the Chinese key experts for a two-week study visit in European countries in
early 2004 (OR2004). During the study visits, seminars, meetings, and on-site visits are
organized. With particular regards to the components related with human resources
development, the policy transfer network determined that TOT, TM, Case study will be
the main activities to support civil servants training reform in China. Training packages
delivered by the senior experts of EU will be put into the curriculum of MPA programme
for civil servants. CAF and Staff Assessment methodology will be introduced into the
reform of performance assessment of Chinese civil servant system. As a ‘gatekeeper’
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(Evans and Davies 1999, p. 378), the policy transfer network makes decision of which of
the resources are adapted or filtered out. According to Lu and Guo, ‘it was really hard to
identify the best suitable resources at that time because we were not sure whether those
advanced knowledge of EU will lead to the same results in a totally different country
with different cultural and political context. ’ (According to interview will Linxiang Lu
and Xiaolai Guo21) Nonetheless, after the study visits, some experimental activities were
carried out by the key experts with the help of European experts and the CEPA office.
For instance, TOT and TM training programmes were started with the participation of
trainers and training managers from forty-seven PIPAs, Xiamen was chosen as the first
pilot city to implement CAF.

Interaction
Most of the activities of the CEPA programme occurred in this stage. According to Evans
and Davies (1999), knowledge exchange between clients and knowledge elites takes
place in this stage by means of forums, seminars, and conferences, fact-finding missions
organized by the agents. Under the framework the CEPA programme (See Financing
Agreement, 2002), every year during the implementation of the CEPA programme, each
component will send a group of 5 or 6 participants headed by the key experts to conduct
a study visit in two or three EU countries. They will visit the administration institutes,
governments, municipalities, professional associations, agencies, and universities to
explore the relevant knowledge to meet the needs of their objectives (according to
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interview with Lixing Wei). Then they will invite the EU experts to China to give
relevant introduction to a broader range of participants. Seminars were also organized for
each component in different cities in both EU and China for experts to exchange ideas.
For Component One, an annual senior forum will invite around fifty EU senior officials,
professors to exchange knowledge with 200 Chinese senior officials and professors on an
agreed topic in relation with new public management. Before the forum, at least two
study visits group compost of a Chinese research team will visit European governments
and agencies to explore the newest theory and practice on public management. After each
visit, they will write a policy report to the state council and the premier directly and then
invite experts they appreciated in the visit to the forum (CEPA Focus 2007, pp.4-6).
For Component Two, the EU provided training packages for the MPA programme at
CNSA and the senior civil servants training courses at PIPAs. As for each training
activities, there will be two or three European experts selected by EIPA, ENA and Altair
Asesores giving lectures on topics related with the new public management. ‘Interaction
occurred frequently between the EU experts and Chinese participants and many new
knowledge about public administration have been introduced to the senior civil servants
who participated the courses’ (According to interview with Jingmin Jiao22). There were
also many bi-directional study visits for e-learning development.
For Component Three, training packages on public administration were provided by EU
experts to the direct-general programmes at CNSA. Experts’ team were sent by CNSA to
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  Author interview, Jingmin Jiao, Division Chief of Department of MPA, CNSA, Training Manager of
MPA Programme. P. R. China. 17 September 2011. This actor was involved in the process of policy
transfer.	
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conduct study visit on exploring the new theory and practice on case study
methodologies in the administration schools and training institutes in EU. Case study
seminars were organized in China annually with the participation of trainers from PIPAs
and EU experts.
For Component Four, regular study visits of Chinese experts took place in EU to explore
the training methods and training designing process. Series of TOT and TM courses were
delivered by EU experts at CNSA and PIPAs.
For Component Five, the CNSA sent groups of experts to EU to conduct study visits on
exploring the assessment tools and methods that will be best suitable for China. After
demonstrating the assessment methods and tools, EU experts would be recommended by
the CNSA experts to the local pilot city government to help to implement the new tools.
Accordingly, following-up seminars were organized.
For Component Six, in order to build the China-EU public administration network many
activities were carried out through study visits. Chinese Officials who were responsible
for human resources policy making in MOP and SCOPSRR visited the departments or
agencies of European countries to explore the experiences on human resources
development and built up partnership.
In sum, through these forms of diffusion activities, agents acted as a channel for the
development of consensual knowledge (Evans and Davies, 1999: 379). As Linxiang Lu
observes, ‘Through different types of bi-directional visits and seminars, the CEPA
programme was becoming increasingly popular in China’ (According to interview with
Linxiang Lu).
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Evaluation, Decision and Implementation
Through many interactive activities, the beneficiaries of the CEPA programme were
satisfied with the degree of intelligence gathering that they had engaged in. Hence, it
came to the evaluation stage. The nature of policy transfer is determined in this stage.
After exchanging ideas through seminars, study visits and conferences, the object and
degree of transfer were decided. However, the decision stage was rather complicated.
Lecture has been the main and nearly the only training method for civil servants training
in China for decades. Meantime, each level of government has never made any attempt to
change the performance assessment system before. In short as Lixing Wei notes, ‘it was
really difficult to ask the trainers and training managers to accept the newly introduced
TOT and TM knowledge from the beginning’ (According to interview with Lixing Wei).
Guili Bo further observes, that ‘Self-evaluation as a tool for performance assessment was
refused by many civil servants in the pilots city from the very beginning because civil
servants were reluctant to evaluate their performance by themselves.’ (According to
interview with Guili Bo23).
It took a lot of persuasion to make people to agree to make an attempt. On the one hand,
people were used to traditional training and evaluation systems. Also, due to the culture
differences, Chinese people believe that humility is a good characteristic of human being
and feel it far from easy to give them an assessment as excellent or good by themselves
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  Author interview, Guili Bo, Director General of the Department of Public Administration, CNSA, and
the Key Expert of the Component Five, P. R. China. 11 September 2011. This actor was involved in the
process of policy transfer.	
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using European performance assessment tools. Many actions were adapted through the
common efforts made by both EU and Chinese experts to facilitate the decision-making.
With regard to the component that contributed to the human resources development,
various process of policy transfer took place. As for component four, the Chinese experts
team regarded TOT and TM methodologies as fairly useful training methods after
evaluation. Thus, they decided to introduce these two methods into the reform of training
system of civil servants all over the China. Series of special training courses delivered by
British and Spanish experts on TOT and TM were carried out at CNSA and PIPAs. The
training circle, including training needs analysis, planning, delivery and evaluation, was
put into all the newly training programme implementation processes at CNSA and all the
forty-seven institutes. Because the content was not modified, it can be identified as a
copying of TOT and TM from EU to China. As Zhijun Tian points out, ‘TOT and TM
training theory and practice have changed our perspectives on how to make policies on
civil servants training’ (author interview with Zhijun Tian24). As Huang (2005: 12) notes,
this ‘Competence training is of much more practical value for civil servants than
traditional knowledge based lectures’. The MTER supports this finding, ‘Training
managers in CNSA and other training institutions are better able to plan, specify, manage
and evaluate training programmes that result in greater civil service effectiveness.
(MTER 2006, p. 19).’
Furthermore, some human resources related activities were carried out under component
five. The introduction of CAF into the civil servants performance assessment system has
encountered obstacles in chosen the pilot cities in 2003 in that most of municipal
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  Zhijun Tian, President of Dalian Administration Institute	
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government were reluctant to accept a new performance assessment tool from outside of
China. Xiamen Municipality was the first pilot city in China to use CAF for evaluation.
In 2004, there was a positive feedback from Xiamen Municipal Government, which was
awarded as one of the ten high-efficiency municipal governments in China by the State
Council. A seminar was run after the successful implementation of CAF in the first pilot
city with the participation of British, German, Austria, Belgium and Finnish experts and
representatives from twenty municipal governments (OR2005, p. 131). Xiamen’s
experiences of implementing CAF was disseminated and the difficulties were discussed.
Common awareness was reached that CAF need to be adjusted to be more applicable to
Chinese political and cultural context in order to play a better role in reforming the
performance assessment system of human resources. Then the Chinese experts and
European experts worked together to adjust CAF into a Chinese CAF according to the
experiences of Xiamen. More pilot cities joined into the experimental activities and
seminars and conferences on experiences sharing were held annually with the
participation of mayors of municipalities, the senior civil servants from the State Council,
the representatives of ECD.
In 2006, a Chinese CAF was created mainly depending on the structure and terms of
original CAF with some modification and then was put into practice in another nine pilot
cities. More and more municipalities are becoming interested in CAF and reforming their
human resources system accordingly. CAF was transferred into China through the CEPA
programme, but was modified according to the different political and cultural context.
Therefore, it can be identified as emulation. According to the final evaluation report
conducted by the independent inspector assigned by EC (2008, p. 6), ‘the results are
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positive and the principles have not only been applied but are continuously being updated
and fine-tuned. Knowledge on assessment procedures in Europe were collected during
study visits financed by the CEPA program’.

5.5. Validating Policy Transfer
After analysing the process of transfer using the proposed twelve steps developed by
Evans and Davies (1999), it is important to further explore the nature and extent of these
multiple transfer processes by means of the validation steps suggested by Evans and
Davies.

Subject of Analysis
It is clearly demonstrated in this case that the subject is how CNSA, MOP, SCOPSRR
and PIPAs introduce the new concepts and practices on public administration, especially
human resources development from EU to China.

Agents of Transfer
The international network created through the CEPA programme, including the Chinese
beneficiaries, such as CNSA, MOP, SCOPSRR and PIPAs and the seven EU
organizations can be defined as the agents of those transfer processes. The seven EU
organizations cover the best practice of public administration in Europe and are rich in
both knowledge and elites resources. CNSA is identified as the main player of the CEPA
programme due to its three key functions. The European partners, including the EC,
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ECD, EIPA, ENA and British Council and others, have made great contributions to the
success of the CEPA programme. According to the final Evaluation report (2007, p. 17),
‘CEPA has benefited from the long experience of these Consortium partners in technical
assistance to China’

The Evidence of Transfer
It contributes to the investigation of the evidence of transfer that specific indices on
objectives have been agreed and written into the CEPA programme agreement. In order
to evaluate whether these indices were met, the EU hired independent inspectors to
conduct an annual evaluation mission. Moreover, a mid-term evaluation mission and a
final evaluation mission were carried out by independent inspection groups in 2006 and
2008 respectively.
According to the mid-term evaluation mission report (2006, p. 27), ‘The achievements of
the EU and China in the field of administrative sector reform through the CEPA project
are of historic proportions.’ Moreover, according to the final evaluation report (2008, p.
35), to a satisfactory degree CEPA has met its specific objectives – to develop the
capacity of the CNSA and to develop contacts between the Chinese beneficiaries and
their counterparts in European institutions and Member States. Thus it has also provided
assistance in the process of economic and social reform in China and increased the
understanding and knowledge of public administration between China and the EU.
Internships, study visits and expert interventions have enhanced the training capacity of
CNSA. Senior civil servants, managers, staff of public administrative training schools
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and key decision makers in the Chinese public administration have received first-hand
information about new public administrative approaches in a number of EU member
states. CEPA involved almost 8000 Chinese participants (more than 5000 of whom were
from the provincial level) directly and indirectly in its activities and succeeded in
providing good regional coverage for most its components. Involvement of the local level
was stronger than anticipated in the TOR (2002).
In general, the CEPA programme meets its aims and objectives. The introduction of TOT,
TM in civil servants’ training policy and the implementation of CAF in local
governments in China all prove that through the CEPA program, some policy transfer
processes occurred.

The Evidence of Non-transfer
With regard to E-learning development, transfer did not occur due to negotiation
difficulties. Until the closing of the CEPA programme, the e-learning system of CNSA
has not been well developed. According to the final Evaluation report (2008, p. 33), the
introduction of E-learning in the CEPA program had a rather difficult start. Two Chinese
experts were sent on study tour to Southern Europe to learn the best practices. After a
while it turned out that the experts could not really learn anything from their planned
destinations. The experts therefore had to change location and went to Northern Europe.
Technical challenges have also delayed the introduction of e-learning training courses in
China.
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The Degree of Transfer
As what have been discussed in the above chapters, the degree of transfer varies due to
the existing of multiple transfer processes through the CEPA programme. Introduction of
TOT and TM demonstrates the copying while CAF was modified as emulation. Some
training packages delivered by EU experts through component two and three were not
adapted but gave lots of inspiration to the further reform and redesign of the MAP agenda.
In sum then, the CEPA programme provides a rich source for multiple forms of policy
transfer from the EU to China in different aspects of public management, particularly in
the field of human resources development. Through the establishment of an international
policy network, a policy hub for policy learning has been created. The policy transfer
network approach developed by Evans and Davies (1999) has proved a useful heuristic
device for organising my case study analysis and studying the process of policy transfer.
It helps us to simplify the complex processes of policy transfer by verifying the
multiplicity of factors that have shaped these unusual multiple policy-making processes.
The study of the CEPA programme provides us with a rare case where a policy hub for
policy learning has been created through an international policy network, which leads to
many forms of policy transfer. As the Final Evaluation Report of the CEPA Programme
reports, ‘In general CEPA was well targeted in terms of complementing other donor
support to PA reform in China’ (FER 2008, p. 17).
The CEPA program has deepened China’s understanding of the concepts and practices in
European public administration, and helped it to draw valuable lessons which have
contributed to the process of human resources development in China.
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5.6. In Conclusion
This chapter has explored the role of the CEPA programme as an instrument of policy
learning in public administration reform, particularly in the area of human resources
development. Here, the policy transfer network approach proves to be a useful heuristic
device for organizing the case study as well as studying the policy transfer processes (see
Box 5.3). Two key findings loom large in this regard.
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Box 5.3: Explaining Policy Transfer in the Case of CEPA
International Causation
•
•
•

Process of Globalization and the rising of New Public Administration.
The development and spread of the advantages of New Public Administration.
The acknowledgement of the New Public Administration.

National Causation
•
•
•
•

The enactment of Reform and Open Door Policy (1979)
The Liberation of China’s Political Sector (1992)
China’s WTO Accession (2002)
The increasing use of policy transfer in public administration reform.

Organizational Causation
The desire for public administration reform and the defeciencies in human resources development
in China.
•
Change influenced by the Transitional Period of WTO accession.
The lack of expertise and experience in human resources development.
•

Source Based on Evans and Davies (1999)

Policy Transfer Networks and Policy Change
Firstly, policy transfer analysis contributes significant insights to our understanding of
the impact of international cooperative programmes in China. By following Evans and
Davies’ twelve stage model and heuristic validation steps, the process of the
implementation of the CEPA programme has been depicted explicitly. The CEPA
programme has acted as a policy hub for policy-oriented learning. The CEPA program
was firstly designed as a program to transfer know-how on public administration issues
through various methods to management and staff of CNSA, MOP and SCOPSR.
Secondly, CEPA aimed at upgrading training capacity, mainly through components
Three and Four. In Component Five, with a rather low budget, it aimed to contribute in a
more direct way to the reform of Public Administration through the introduction of new
institutional and staff assessment methods (See FER 2008, p. 12). Numerical objectives
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have been set in the programme agreement, and have been generally met through the four
years implementation (See MTER, 2006 and FER, 2008). The introduction and
implementation of TOT, TM and CAF have been defined as the symbol of successful
transfer of human resources policies from EU to China. The international policy network
was created and still function in the further cooperation in the filed of public
administration even after the ending of the CEPA programme (see VER, 2008).
The CEPA programme has provided a rich source for the occurrence of multiple forms of
policy transfer from the EU to China in different aspects of public administration. As the
‘largest programme between EU and China in terms of public administration (Yuan, cited
in Li 2007, p. 19)’, the CEPA programme has provided an active platform and built up a
bridge for cooperation through policy learning between the EU and China.
It has also been identified that through the CEPA programme, an international policy
network has been created to facilitate policy transfer. This network includes CNSA, MOP,
SCOPSRR, MOFCOM, PIPAs from Chinese side, and from the EU side, EC, ECD,
EIPA, ENA, and BC. EU agents play an essential role in providing the different forms of
policy, knowledge and institution in aspects of public management, particularly human
resources development. CNSA, MOP and other Chinese agencies play an important role
as both a recipient of EU policy and a spreader of exogenous policy, knowledge and
institutions. Through this international policy network, multiple forms of processes of
policy transfer occurred.
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Constraints Confronted in the Process of Policy Transfer
Ivanova and Evans (2004, p. 98) argue that there are at least six constraints to successful
policy transfer in transitional states, such as unstable socio-economic environments;
technical and resource constraints; the absence of cultural and ideological assimilation;
conventional implementation gaps; transfer asymmetry and nostalgic inertia. Here,
transfer asymmetry means that the policy transferred is not what the precipitant
anticipated. For instance, a doctor gives a headache medicine to a patient who has heart
problems. Nostalgic inertia arises ‘when the transferees agrees with the substance of the
policy transfer but cannot accept the alteration in form or process required to implement
it’ (ibid). However, constraints can become facilitators in certain conditions. Unstable
socio-economic environments in 1990s give rise to the administration reform and it is
because of technical and resource constrains that China Government seek support from
EU. CEPA programme is conditional on the benefits it can supply to both political and
administrative elites. Despite enduring pressures to reform, China still has overwhelming
discretion over whether or not CEPA programme affects. However, a range of initiatives
indentified in China have been attributed to the demands of economic globalisation, it is
extremely difficult to quantify the impact of globalization on public administration and
CEPA programme. Moreover, related to Western notion of individualism and liberalism,
there was a lack of managerialism in China. This may be partly ascribed to the
persistence of ‘rule-governed hierarchies’ which ‘may, in fact, fit’ much more readily
with the cultural norms of Asian countries such as China than do it in Western countries.
Also, some constrains emerged during the implementation of the CEPA programme. The
misunderstanding and absence of sufficient communication leads to the delay of e-
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learning development. Although the transfer of TOT and TM was successful, there are
still a certain number middle and old aged trainers are reluctant to the new interactive
training methodologies because they believe these methods are not formal compared with
the traditional lectures (See MTER, 2006 and FRM, 2008).

Implications for Practice
Two important lessons can be drawn from this chapter by the CNSA in order to improve
the achievements of the CEPA programme. Firstly, how can the CNSA ensure that it
draws the right lessons? Recognition of the real problem that needs to be solved and the
searching for the right country or countries from where constructive lessons can be drawn
is of great importance. The CNSA should attach great importance to the decision making
process to explore the real core problems that the programme is attempting to solve. In
the meantime, the CNSA should also pay close attention to the evaluation of the lessons
learned to investigate whether they meet genuine needs and whether they can be adapted
successfully into the Chinese context. The crucial message here is that progressive
lessons can only be drawn if they work with the grain of indigenous culture.
Secondly, how can CNSA sustain the ’learning’ networks, which emerged in the CEPA
programme? As an added value of the CEPA programme, the network composed of
European and Chinese institutions and experts emerged and developed through the
implementation of the programme, and are playing and will play an essential role in the
exchange of knowledge and institutions between China and EU in the field of public
administration in the future. CNSA should make great efforts to sustain this network by
means of working closely with the partners and organizing more interactive and action135	
  
	
  

oriented activities. Strengthening and sustaining this network will give rise to increasing
the number of policy oriented learning opportunities.
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6
Policy Transfer, Pensions and Long-term Care
Policy in China

The one child policy appeared prudent at the time but its legacies have been truly dramatic. It has
transformed the structure of the Chinese family, created a rapidly ageing labour force and has
imposed profound financial liabilities for long-term care to those left in the labor market.This has
created serious social unrest. There can be no harmonious society until the problems of the one
child policy are addressed (Author interview, Senior Civil Servant, Social and Economic Reform
Commission, Beijing, 12 November 2013).

6.1.

Introduction

Over the last half century, a demographic time bomb has been witnessed in mainland
China (Chai, 2009). The aging problem and associated issues, such as providing elderly
care, have emerged as an enormous challenge for the Chinese government. To give you a
sense of the scale of this problem; China has the largest population in the world with a
total population of more than 1.3 billion people (Yuan, & Song, 2000). As Barlett and
Phillips (1997, p. 149) state, one in eight Chinese people are likely to be aged over 70 by
2020. Consequently, it is crucial in order to maintain social progress that the Chinese
government improve their pension policy and it is not surprising that developed countries
have become a major source of learning (See Arber and Ginn 1990; Clark 1985; Hughes
1995; Blondeau and Dubois, 1997; Fine and Chalmers, 2000); although developments in
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South Korea may have been more apposite. The World Health Organization (WHO) has
also argued that China needs to establish a pension system (see: Flaherty et al., 2006).
The ‘Reform and Open Door Policy’ and China’s WTO accession have helped to
facilitate new opportunity structures for organisational learning. In addition, they have
influenced, internally and externally, various parts of the Chinese government such as the
Ministry of Human Resource and Social Security (MOHRSS) and the Ministry of Civil
Affairs, to draw on proven foreign systems and to apply them to China’ pension system.
The aim of this chapter is to evaluate to what extent reforms to China’s pension and longterm care policy can be viewed as a product of policy transfer. In China, the family has
traditionally been responsible for the welfare of their family members (Che, 1990). But
with the transition from the Market-Socialist economy to a New Authoritarian
Developmental State, China’s social security policy constitutes a new policy instrument
for dealing with elderly care and associated social security problems (Liu, Yang & Zhang
1999). This has become an increasingly salient problem as the negative impact of the
‘One-child Policy’ will influence the performance of the ‘Harmonious Society’ and
inform Chinese social stability and sustainability in future years (see Zhang, 2003).
Moreover, the cost of coverage for approximately 300 million elderly people by 2030
will present a huge economic challenge for the Chinese government. It is therefore highly
unlikely that China could introduce a universal and equitable welfare system and
maintains a high growth rate (Zhang, 2003).
The new social security policy, which has emerged from attempts to meet this challenge,
is currently administered by MOHRSS with the participation of 31 provincial
administrative institutes (Liu, Yang & Zhang 1999). These government agencies may be
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regarded as the main agents for implementing policy transfer in this case study. Through
the programme, new forms of social security have been introduced such as a new pension
system, a long-term care system and labour insurance. These reforms have the potential
to contribute significantly to the achievement of China’s “Harmonious Society” although
it will take some time to complete comprehensive coverage (Lou & Wang, 2008).
The elderly care programme is a good example of a complex ‘hybrid’ form of policy
transfer in which lessons were drawn from both the United Kingdom (UK), and Germany.
Unusually, this is a case where Germany initially drew lessons from the UK but China
adopted the German version. With regard to the policy transfer network approach; this
chapter demonstrates that the Chinese government has become more open in terms of its
appetite for learning from foreign indigenous settings in the area of social security policy.
Indeed, in order to analyse China’s social security policy as a case of policy transfer and
policy-oriented learning, it is necessary to understand both what has been done
successfully by foreign countries as well as understand the similarities between the
indigenous setting and policy borrowers. In keeping with this aim, the following parts are
organized into four sections and a conclusion. Part two identifies the role of the Ministry
of Human Resources and Social Security in Chinese government. This section will
introduce three core functions of MOHRSS to the reader: managing the social security
sector in China, organizing scientific research, and exchanging information and
cooperating with international organizations. Part three provides the origins of the present
crisis at Chinese social security sector, explaining the ‘One Child Policy’, new
demographic patterns and culture shifts. In part four, a comprehensive analysis of the
policy-oriented learning process is presented. Here, the sources of learning, policy aims
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and implementation perspectives are emphasised in the policy transfer process. Thus, part
five, the policy transfer network approach proposed by Evans and Davies (1999) will be
employed to exam the impact of long-term care policy on policy transfer in social
security development in China. Finally, the conclusion part clarifies an assessment of the
chapter’s key findings.

6.2.

The Ministry of Human Resources and Social Security

The MOHRSS is the main player in the development of pensions and elderly care policy
in China; although the Social and Economic Reform Commission has played a key role in
developing and incubating reform ideas. MOHRSS has played and is still playing a
significant role in the process of social security sector reform. In order to meet the needs
of China’s social modernization and reform, the fourth plenary meeting of the first
session of the 11th CPC National People's Congress announced that the Ministry of
Labour and Social Security would be replaced with the MOHRSS and would be
responsible for making, implementing and evaluating national labour policies and the
national social security system (Cai, 2002). This includes labour force management,
labour relationship readjustment, social insurance management and legal construction of
labour.25 The State Bureau of Civil Servants also reports to the new ministry.26
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  See: http://english.gov.cn/2005-10/02/content_74185.htm (last accessed at 17 Feb 2012).	
  
	
  See: http://www.ilo.org/public/english/employment/skills/hrdr/publ/010.htm (last accessed at 23 March
2012).	
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Main Functions
The MOHRSS is responsible for managing the employment market and governing social
security in mainland China (See Box 6.1). MOHRSS is also in charge of organizing
experts and think tanks to engage in scientific research in the area of social security
policy in order to investigate national labour issues and forecast associated trends (Cai,
2002). Lastly, it is responsible for exchanging information and cooperating with
international organizations such as the International Labour Organization (ILO) (see:
Brown, 2009, pp.13-20).
Box 6.1. Services Delivered by the MOHRSS
Hiring Law

Medical Insurance

Working Conditions Regulation

Work-related Injuries Insurance

Unemployment Insurance

Discipline and Termination

Maternity Insurance

Post-termination Restrictive Covenants

Source: Developed from www.moh.gov.cn27 www.mohrss.gov.cn. and www.gov.cn.

In addition, there are several government sectors and agencies, such as the Ministry of
Health28, which cooperate with MOHRSS to deliver these kinds of activities. In terms of
regulating and managing the employment market in Mainland China; due to the
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See: www.moh.gov.cn. The Official Website of Ministry of Health in China (last accessed at 23 March
2012).
28
The Ministry of Health (MOH) is in charge of drafting occupational health statutes and regulations;
setting up occupational health criteria; standardizing the prevention, health care, and oversight of the
medical treatment of occupational disease; and overseeing qualification certification for occupational health
service agencies, occupational health assessment, and poisonous chemical assessments. The State
Administration of Work Safety, as a non-ministry agency directly under the state council, is in charge of
the overall supervision and regulation of work safety, issuing occupational health and safety permits and
investigating
work
accidents
and
relevant
violations
of
work
safety
rules.
See
http://www.moh.gov.cn/publicfiles/Business/htmlfiles/zwgkzt/piggk/200804/621.htm(in Chinese). The
MOHRSS is in charge of policy research, work skill training, work safety insurance, and related dispute
resolution,
http://www.moh.gov.cn/publicfiles/Business/htmlfiles/zwgkzt/piggk/200804/621.htm(in
Chinese). Accessed at 10 April 2012.
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insolvency of State Owned Enterprises (SOEs) in 1998, the central government
endeavoured to ‘optimize the allocation of labour’, and precipitated the retrenchment of
13 million people in the urban areas (Li, 2004). Their welfare entitlements, which were
previously provided by workplace units, are now provided by MOHRSS. MOHRSS has
been authorized to undertake a series of key activities such as regulating the labour
administrative system, promoting the reform process and achieving service–oriented
government.
In terms of its role in managing the rate of employment,the MOHRSS has been
responsible for monitoring staff reduction rates in enterprises and companies sincethe
Global Financial Crisis of 2008（According to interview with Lina Wang) 29 . The
MOHRSS assists labour-intensive industries, SOEs and limited companies in creating job
opportunities for rural workers, retrenched workers, poor people and graduates from
universities and colleges.

Organisational Structure
MOHRSS is composed of twenty-six departments. Three of these are in charge of
research, innovation and international cooperation: the Office of Policy Studies, the
Office of Law and Regulation and the Office of International Cooperation. There are
eight departments dealing with labour relationships: the Office of Employment
Promotion, the Office of Human Resource Market, the Office of Civilian work, the
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  Author Interview, Lina Wang, senior civil servant in the Ministry of Human Resources and Social
Security of Liaoning Province, P.R.China, 23 July 2011. This actor was involved in the process of policy
transfer.	
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Office of Vocational training, the Office of Professional Human Resource Management,
the Office of Social Institution Management, the Office of Rural Labour Management,
and the Office of Labour Management. Eight are Offices to manage the social welfare
and social security: the Office of Social Welfare, the Office of Endowment Insurance, the
Office of Unemployment Insurance, the Office of Medical Care, the Office of
Occupational Injury, the Office of Rural Pensions, the Office of Monitoring Social
Security Foundation, and the Office of Retirement. The rest of the departments are
administrative offices (see: www.mohrss.gov.cn. www.gov.cn.)30

International Cooperation and Communication
MOHRSS attaches great importance to international cooperation. In May 2001, the ILO
was invited by the Ministry of Labour and Social Security (MLSS)31 to participate in the
development of labour market policy32. Latterly, the ILO was also invited by the MLSS,
the All-China Federation of Trade Union (ACFTU) and the China Enterprise Association
(CEA) to set up a tripartite conference system to develop standards and operational
guidelines for the coordination of labour relations (Zhang 2006). Moreover in 2010, the
MOHRSS brought across political elites from the USA, the UK and other European
countries to share their experiences on labour relations. The central government also
interacted with experts for advice on reform (see: www.gov.cn).
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See: www.mohrss.gov.cn. The website of the Ministry of Human Resource and Social Security.
The predecessor institution to MOHRSS.
32
See: Memorandum of Understanding between the MOLSS and the ILO, available
http://tinyurl.com/a482wo (last accessed at 16 April 2012).
31
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Summary
The reader should now have a sound understanding of the main functions, structure and
international work of MOHRSS in order to provide a context for understanding the role
of MOHRSS in facilitating processes of policy learning on social security issues. As the
highest level of decision-making in the social security governmental sector, MOHRSS is
not only responsible for drafting polices and laws in China’s social security, but also
delivers key governmental functions such as regulating and managing the employment
market in mainland China (CPC 2006; 2007).
Given the extent of the challenge that the MOHRSS has been set for modernizing China’s
social security sector it was unsurprising that it would choose policy-oriented learning for
its betterment not least because it can be a ‘short-cut’ to the effective reform of China’s
social security sector as long as a focus is placed on adopting a rational (evidence-based)
approach. However, China is experiencing some exceptional circumstances such as the
imbalance between urban and rural areas in terms of development, the high
unemployment rate, increased assertiveness of minorities and fiscal imbalances across
provinces (WOO, 2006). Hence, intuitively this would suggest the need to learn from a
range of countries at different stages of development. Nonetheless, MOHRSS, given its
exposure to new ideas, the fact that it has been set up with a service-oriented culture, and
the focus on high politics in achieving a harmonious society, is well placed to deliver an
innovative reform programme.
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6.3. The Origins of the Present Crisis
The present crisis is largely the manifestation of the introduction of the ‘One Child
Policy’ in 1979 and its legacies. However, the situation has been exacerbated by new
demographic patterns and the impact of these trends on embedded social norms and
values. Let me deal with each of these in turn.
The ‘One Child Policy’
In 1979, Deng Xiaoping’s administration established a ‘One Child Policy’ (Wang, 2005)
which emphasized that a couple could only have one child in each family limiting the
size of families to three people. However, while the Chinese government benefited from
this policy for a short time; the negative impacts have been noticed recently in Chinese
society. As Changwei Jiao states:
The Chinese government carried out the ‘one child policy’ and the policy of “later
marriage and later childbearing” to lighten the social burden for the future. But
everything has two sides. On one side, the one child policy offers a breathing spell
to the Chinese government in employment status, education, and public services to
youth; on the other side, it leaves the aged care problems, nursing home problems,
elderly health care and financial burdens on the government. In short, the effect of
the one child policy has been to change the ‘structure of the family’. Nowadays, the
first youth in ‘the family of three’ has provided the foundations of the Chinese
labour force, and some of the elderly have retired and are in a period of ill-health.
This phenomenon has brought an increasing burden to those aged 35 and below.
They have to provide care to a double number of family members, or even more
because sometimes they need to provide care for their other relatives who are not
physically independent elders.33
The main consequence of this policy has been late marriages and childbirth (Song, 2000).
The result has been that the population has been maintained at 1.3 billion, which has been
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Author interview, Changwei Jiao. Senior Civil Servant in Ministry of Human Resources and Social
Security of Liaoning Province, P.R.China. 11 June 2011. This actor was involved in the process of policy
transfer.
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estimated to be 300 million fewer by the end of 2010 than it would have been if the ‘One
Child Policy’ had not been implemented (Rosenberg, 2011). In China, despite the evident
erosion of individual human rights in the interest of the collective, it has generally been
viewed as the best strategy for controlling the population boom. However, it has led to an
irremediable risk for social security, as by the middle of this century, one in eight
Chinese people is likely to be aged 70 and over (Barlett and Phillips, 1997, p.150).
Chinese society, especially in rural China, has relied on families to take care of the
elderly; an approach which has been derived from China’s long history of Confucianism.
According to a national research programme in 2006, over 59% of elderly people live
with their adult children (Chinese National Committee on Aging, 2007). The stark
implication of this statistic is that one child needs to take care of at least two older people
in the future. Or as a report by Qinghua University released in August 2013 puts it
‘…every two or fewer Chinese workers will have to support one elderly dependent’(Sang,
2001). This brings not only physical stress but also mental stress to young people.
Moreover, the first children of the ‘One Child’ policy are at or near their children-bearing
years at the same time as their parents are entering their retirement period. This crisis of
provision has not only created a political burden for the Chinese government but has also
led to serious social dissatisfaction within China (interview with Lina Wang).
Moreover, as a consequence of the ‘One-Child Policy’, the divorce rate and health
problems affecting fertility have taken their toll (see Figure 6.1). According to recent
research of Chinese families, 35% consider that it is ideal to have one child in a family;
57% prefer to have two Children; only 8% would like to have more (National Population
and Family Planning Commission of China, 2007).
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Figure 6.1. The Decline in Fertility Rates in China

Source: see: www.gov.cn (last accessed at: 22, March, 2012 )

New Demographic Patterns
Over the last three decades, children have not been able to look after their parents and
parents-in-law as well as they have done before. There are many complex reasons as to
why: two of the most important issues are due to the “Rural to Urban” and “Small City to
Metropolis” migration phenomena (Lu, 2009). According to Zhang et al (2002) 44% of
the population lived in urban areas in 2005 and this will increase to 66% by the end of
2025(Zhang, Gao & Guo, 2002). In consequence, children are not able to provide care for
the elderly in rural areas and small cities.
As Professor Jianbing Shao also emphasizes:
…there are also a large proportion of elderly people who cannot be easily looked after by their
only child because of the decreasing marriage rates, the increasing divorce rates, a big increase in
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cohabiting couples, and because the child may be far away from them as a result of work,
34
immigration, or marriage .

Furthermore, with the development of the social economy, the majority of women in both
the urban areas and the rural areas, who used to be the dominant group? for taking care of
the elderly people at home in the past, are also working away from home. Consequently,
the likelihood of private care at home is vanishing. In 2005, rural elders filed more than
2000 suits in Beijing’s courts against migrant children who had defaulted on their filial
obligations (Jiang, 2006). Moreover, increased life expectancy has also exacerbated the
aging problem. As Professor Jianbing Shao states:
…life expectancy has increased substantially since the foundation of the People’s Republic of China.
During the period 1953 to 1964, the life expectancy at birth was 42.2 years for males and 45.6 years
for females. From 1964 to 1982, it rose to 61.6 years for males and 63.2 years for females.
Respiratory diseases, acute infectious diseases, and tuberculosis were the three leading causes of
death during that period. Moreover, at the beginning of the New-Millenniums the life expectancy at
birth was 71.38 years, and it went up to the 74.68 years, which ranks 94th in the world. The leading
causes of death have shifted from the three traditional diseases to the other modern three that are
35
heart disease, cerebrovascular diseases, and malignant neoplasms.

In short, the economic implications of life expectancy almost doubling in fifty years are
enormous.
Since the implementation of “One-Child Policy” in 1979, China has been a country
which contain the most one-child population in the world. After 33 years, the first
generation of “One-Child” has started married and been raising the second generation. In
other word, how to raise the ‘one-child’ has became a new part of Chinese culture and
social problems (Chen and Wang, 2006).
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  Author interview， Professor Jianbing Shao. Associate Dean of Sun Wah International Business School
in Liaoning University. P.R.China. 10 September 2011. This actor was involved in the process of policy
transfer.	
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Culture Shift
87% of urban residents now believe that society and government as whole should assume
the main responsibility for elderly care (Zhang, 2004). However, this would require a
significant culture shift in Chinese norms and values. China combines 56 nations with
5000 years of history. The notion of “filial piety” or “XIAO” has an important place in
that history. It is even entrenched in the Chinese Constitution and its criminal code (Wu
et al., 2005). Filial piety was composed as an ethical code sometime between the Qin and
Han Dynasties over 2000 years ago. It is understood as a natural law, a behavioural
standard for human beings, and the foundation of national politics. It is what a ruler bases
his or her state governing principles on and what the people follow in terms of the
management and behaviour of their families (According to interview with Associated
Professor Man An)36. Associated Professor Man An also observes, the governmental
promotion of the Qing Dynasty states that “governing the county is delivered through the
ethic of filial piety”. Filial piety is the root of Chinese ethics and "with it all
enlightenment studies come into existence". Within this coda children have provided care
for their parents in China, and China relies heavily on the care of the elderly at home
(Wang, WT and Xu, Y. 2009. Also see: People’s Republic of China, National Bureau of
Statistic, 2009).
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
36
	
  Author interview. Associated Professor. Man An. The Head of Management Department of Sun Wah
International Business School in Liaoning University. P.R.China. 10 September 2011. This actor was
involved in the process of policy transfer.	
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6.4. The Process of Policy-oriented Learning
During Jiang Zemin’s presidency (1992-2004), the ‘Reform and Open Door Policy’
undertook a further round of reforms, this time focusing on social security reform. This
was the first time that social security was recognised and supported by the Chinese
government. From this perspective, availability of social assistance, rather than relying
on the family members for the care of the elderly and ill people, becomes a key social
principle (Hao, 1997). As Xu Wu reveals:
…Prime Minister Zhu Rongji empowered the Ministry of Human Resource and Social Security to
begin the reform of the social security sector in 1998. This Ministry was granted the authority to
control, supervise, verify and recommend the use of public resources and to make recommendations
37
to improve social security sector management .

Indeed, Jiang Zemin’s presidency considered social security as a core principle of
governance; because health care is influenced by the process of economic development
(Nayeri 1996), the lack of a social security system was considered a serious problem
which could have led to revolutionary struggle if left to fester. As Changwei Jiao
emphasizes, Prime Minister, Zhu Rongji (2001), argued that the nation should explore a
solution “through a process of learning lessons from successful foreign experiences and
practices” (interview with Changwei Jiao). In light of this, Jiang Zemin’s administration
designed a pilot project that drew on international lessons to develop national programs
to solve the social security problem. Its aims were to: a) relieve the aged problem within
the social security sector; b) to improve programme efficiency, effectiveness and
economy; c) to enhance accountability; and, d) engage the participation of non	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
37
	
  Author interview, Xu Wu. Civil Servant in Ministry of Human Resources and Social Security of
Liaoning Province, P.R.China. 10 July 2011. This actor was involved in the process of policy transfer.	
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government organisations. The main component of this strategy was to launch a foreigninspired social security policy and system as a tool to relieve mounting demographic
pressures.
The period of openness in China’s governance and the phenomenon of globalisation
offered an opportunity for the Chinese government to search for solutions to its problems
in the global trading-pit of technical information. This section evaluates the new
opportunity structures for policy learning from Germany and the UK that emerged in this
period. The UK and German long-term care systems of the UK and Germany were
identified by the Ministry as constituting successful programmes that had anticipated
demographic trends and a policy transfer network was created to effect progressive policy
learning.
To plan for reform, Jiang Zemin empowered the MOHRSS to establish a pilot program
that aimed at modernising the mechanisms of social security. Naiyi Cheng identifies that:
…such modernising was not a simple process of reform, it was typically promoting and updating the
previous version by using the policy-oriented learning from Germany. However, as a product of
policy transfer, the Chinese government adopted the German style ‘Long Term Care’ system to
38
focus on reforming the inequity and the scope of coverage in social security services.

As a consequence, the Ministry analysed the data worldwide and finally decided to
employ the German approach as the key source of learning. As with the other
industrialised countries (including the United States, the United Kingdom, and France)
Germany has the same problem as China and faces tremendous growth rates in its elderly
population. As Changwei Jiao states:
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  Author interview，Naiyi Cheng. Deputy Director, Ministry of Human Resources and Social Security,
Liaoning Province, P.R.China. 13 July 2011. This actor was involved in the process of policy transfer.	
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China has the largest population of people aged 65 and over of any country in the world. Up to July
2003, the proportion of the overall population aged 65 and older was 7.4%. And it is estimated that
by 2030, there will be 22% of China’s population who are 60 years old and over. Similarly, in
Germany, it also faced the harsh situation of rapid increase of its elderly population. In 1995,
Germans 60 years of age and older accounted for 21% of the population. This percentage is
expected to increase to 36% in 2030. Evidently, China and Germany share strong demographic
39
similarities. That is why China’s social security sector mainly draws lessons from Germany .

This was of course far from a rational understanding of the situation. China and Germany
are evidently at different stages of development. Not least, Germany is a far smaller
country founded on a mature bureaucratic system. However, as Changwei Jiao states: “to
be the best, you must learn from the best” (According to interview with Changwei Jiao).
This reveals that the Chinese government is less interested in issues of compatibility and
more interested in attempting to leapfrog stages of development.
Furthermore, the German long term care system was designed and implemented as a
social insurance model because the long care system was compatible with German
cultural values of social responsibility to cover for the health, accident, pension, and
unemployment insurance. Accordingly, it was hoped that the launch of this model would
strengthen the building of China’s social security sector.

Sources of Learning
The German long-term care system aims to relieve the financial burden of the elderly and
those with long-term disability and illness. As Geraedts (2004) states, around 80% of
elderly people live in nursing homes and the fees used to be funded by the German
government and the local community. As the funding deficit escalated, however, the
communities increasingly complained about making these payments to nursing homes
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(Geraedts, Heller, and Harrington, 2004). In consequence, a new long-term care policy
was introduced in Germany to remedy these problems. The new long-term care system
involved a holistic approach involving the service system as whole and was funded
through the national insurance system. Thus, as Xu Wu states, the Endowment and Long
Term Care Insurance Act of 1994 became the Milestone of the German social insurance
system (According to interview with Xu Wu). As Geraedts et al (2004) argue, before the
implementation of the new long-term care policy, 80% of the families of elderly people
living in the nursing homes could not afford the full fees and service charges and had to
apply for public assistance and receive payments from the social welfare system which
was funded by the national government and local communities.
Indeed, as Geraedts, et al. (2004) conclude, the German government decided to adopt the
social insurance model to implement a long-term care policy which was compatible with
Germany cultural values of social responsibility. Thus, the model was consistent with the
social insurance coverage for health, accident, pensions, and unemployment insurance
and the experiences of the existing health insurance system. The significance of this
program was to shift the financial burden from the local community-based public
assistance system to the state- and federally-based social long-term care system of
‘assisted living’ services instead of nursing homes. The German Long-term care system
was therefore established to provide financial incentives to develop home health care
agencies; part-time and short-term institutional care facilities, and assisted-living
facilities (Zhang, 2003).
The establishment, growth, and development of the German long-term care system was
inspired by British experience. As Changwei Jiao observes, there are two dominant
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players in the British long-term care system; the National Health Service and local
authorities (According to interview with Changwei Jiao). The NHS provides primary
health care and the local authorities usually offer the long-term care on a means-tested
basis. It is worth pointing out that the local authorities are the main source for the
provision of the formal domiciliary care as they can offer home help, meals, and day care
services.
The Emergence of a Policy Transfer Network
In examining whether a process of policy-oriented learning has taken place in the Longterm Care programme (ELCP), it is important to identify the background to and the
characteristics of the ELCP within the context of China’s social security sector. The
agreement signed by the Chinese government and the ILO in May 2001 promoted
exchange and cooperation between China and international agencies (CEPA, 2004). This
led to the creation of a policy transfer network including, on the Chinese side, the ELCP,
the MLSS, MOHRSS, ACFTU and CEA; and representatives from the National Health
System (NHS) in the UK and the German Long Term Care System (LTCS).

Policy Aims
The programme was designed with regard to the national situation in terms of the birthrate, prevailing health conditions and elderly care issues, and social and economic
development. Demographic problems, particularly those relating to population trends,
had been present since the foundation of the People’s Republic of China. As Glendinning
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(1998) argues, social security and welfare systems have been the central policy
instruments for developing solutions to emerging demographic problems.
The overall rhetorical aims of ELCP were to enhance the accountability of China’s social
security sector, to relieve the aged care problem and to provide assistance in the process
of economic and social reform in China (Lou, and Wang, 2008). The specific objectives
of the ELCP were to develop the capacity of MOHRSS in order to: improve the
efficiency, effectiveness and economy of China’s social security sector and promote the
participation of non-governmental organizations in the social welfare industry (Lou, and
Wang, 2008). The ELCP consists of Endowment Insurance, Medical Insurance and
Unemployment and Disability Insurance. These programme components are described in
detail in Box 6.2 below. In addition, MOHRSS has set up offices in the local bureaus in
each local government area. As Changwei Jiao reveals, the offices are responsible for
monitoring the impact of reforms on local circumstances and to collect the information
sourced from feedback including household survey data, administrative records (statistics)
data, actuarial data, and accounting data (According to interview with Changwei Jiao).

Box 6.2. The Main Components of the ELCP
Endowment Insurance: is a life insurance contract designed to pay a lump sum after a specified term,
which is one its ‘maturity’ or on death. In China, the basic endowment insurance system is made up of
payments from employers, individuals and government subsidies that involve both social coordination
and personal accounts. This not only inherits the advantages of the traditional system with structured
pension methods, but also absorbs the merits of individual account as the system combines social
assistance programming with social insurance to promote incentives to save.
Medical Insurance: the medical insurance system in China has been implemented for 60 years. When
China first introduced a system in 1950, it was regarded as the most important part of the national
social security system. At that time, Chinese medical insurance system was implemented through
national legislation. The medical insurance system in China has played an active and effective role
during the past six decades, especially in guaranteeing people’s primary health needs. In December
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1998, the State Council launched the ‘Strategy of the State Council on the establishment of the basic
medical insurance system for urban employees”, which required that the basic staff medical insurance
system be set up to facilitate the reform process in pension system.
Unemployment and Disability Insurance: the unemployment and disability insurance system in
China has undergone a significant transformation since it was first introduced in 1986.It differed
considerably from those in most other countries. The features of Chinese unemployment and disability
insurance system is to provide a basic level of income protection to the unemployed and the disabled as
well as to help them gain employment through active labor market programmes. It should be noted that
the benefits were calculated through using the individual worker’s average monthly wage and were
paid out according to length of service and other criteria.
Source: Developed from www. mohrss.gov.cn

The significance of their establishment is that it they have the capacity to measure the
quality of the care and the performance of the reform. The data is also helpful for other
information systems that require local knowledge. In brief, the local offices: a) provide a
method of identifying continually rising care costs, b) provide indicators for measuring
quality of care and cost-benefit ratios, c) guide, through information provision, the
continuing rapid change in the organisational structure of the care delivery system, and, d)
should provide a means to forecast the quality and the cost of care under various
scenarios. (According to interview with Keyong Dong) 40 .The data provided by the
accounting centres is based on long-term changes in the characteristics of the elderly
population. Their establishment is a signal that China’s social security sector has entered
an era of systematic operation.
In sum then, the ELCP has made a significant contribution to the initial stage in the
modernisation of China’s social security sector and public administration reform although
serious problems remain.
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  Author interview, Professor Keyong Dong, Dean School of Public Administration, Renmin University,
Beijing, 14 July 2013. This actor was involved in the process of policy transfer. 	
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Implementation Perspective
Scrutiny of the lessons learned from Germany’s long-term care policy reveals a perfect
case study of policy-oriented learning; albeit with the caveat that the selection of the
source of learning could be challenged for its suitability. This unsurprising observation
has been manifest in the implementation problems that the new programme has
experienced.
The application in China of the Germany model has been a tough battle as it has
challenged vested interests in the status quo (Buck et al., 2000; OECD, 2002). The
existing system was based on privilege with a traditional hierarchy of civil servants,
workers and peasants (interview with Keyong Dong). However, the new system did not
challenge existing power inequalities. It is still a system that works for the party elite.
Zhang (2003) notes that the distribution and scope of social security to the Chinese
population is traditionally divided into three major categories: a) traditional citizens’
status, b) geographical status, (urban versus rural), and, c) types of ownership of
enterprises. Professor Man An also comments that civil servants, the employees of
governmental organisations, state-owned enterprises, and cultural, educational and
scientific institutions, are normally covered by a social security system which provides
full or partial medical and health care in China (interview with Man An). But, there is
still a lack of adequate social security protection and medical care for the rest of the
population. In the light of this, China needs to improve the coverage of its social security
system. In addition, it is estimated that the pension systems’ assets have already fallen by
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$3 trillion behind projected payouts.41 As Dong Keyong notes, ‘the system will simply
not be able to cope if it continues as it is; it will therefore have to change’ (interview with
Keyong Dong).
Possible reforms have been mooted, such as merging separate state and private sector
employee pension schemes, increasing the coverage and broadening the range of assets in
which pension funds are investing. It is noteworthy that retirement age in China is still 60
for men and 55 for female white-collar workers and 50 for female blue-collar workers
(interview with Keyong Dong).The reform of China’s social security sector should
encourage the building of more facilities such as nursing homes and, especially, private
nursing homes. This could relieve the burden on governmental organisations and o
contribute to helping with the unemployment problem.

6.5. Understanding China’s ELCP as an Imperfect Process of PolicyOriented Learning
The formation of the LTC provides a paradigmatic case of policy transfer. It is evident
that knowledge, experiences and practices from overseas were the prerequisites for
reconstructing a new social security sector in China. It can also be described as a new
welfare system, which was underpinned by exogenous research that with the exception of
some critical elements was based on the indigenous setting. However, given these
exceptions it can hardly be viewed as either rational (evidence-based) or compatible (in
keeping with dominant norms and values). Given the diversity of China’s society and
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Natalie Thomas, ‘China set to announce reforms of creaking pension system’, Reuters, 17 October 2013,
available at: uk.reuters.com (last accessed 15 December 2013).
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economy drawing lessons from a country at a very different state of development without
addressing fundamental power inequalities has been problematic to say the least. This
may, however, be viewed as another example of learning through doing by which the
Chinese government muddles its way towards a desired goal through trial and error
through a long period of incremental change.
Box 6.3 identifies the key sources of international, national and organizational learning
impacting on the process of change. It demonstrates clearly the interaction between
structure and agency. The forces of globalization are only strong enough to precipitate a
process of learning, which is reflected in a struggle between agents of progressive change
and conservatism.
Box 6.3. Explaining Policy Transfer in the Case of ELCP

International Sources of Learning
•
•
•

The recognition of the public policy problem of an aging society worldwide.
The selection of Germany’s long term care system as a putative solution.
The acknowledgement of the need for a welfare state supported through co-payments.

NationalSources of Learning
•
•
•
•
•

The enactment of the “Reform and Open Door” Policy (1979).
The recognition of the perverse legacies of the “One Child Policy”.
The introduction of the Social Security Act.
China’s WTO Accession (2002)
The rhetorical ideological orientation of the concept of the ‘Harmonious Society’.

Organizational Sources of Learning
•
•
•
•

The defective existing social security system.
The implication of demographic trends from the ‘One Child Family’.
The impact of migration.
The lack of finance to implement the new policy.
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The ultimate barrier to progressive change through social security reform is the party
itself. Party reform and the dismantling of the vestiges of privilege is a prerequisite for
achieving comprehensive and equitable coverage. Box 6.4 presents an overview of the
process of policy learning underpinning the transfer of the ELCP illustrating the above
claims.
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Box 6.4. The Process of Policy Learning Underpinning the Transfer of the ELCP
STAGE

EVENTS

PROBLEM
RECOGNITION

The present crisis is largely the manifestation of the introduction of the ‘One Child
Policy’ in 1979 and its legacies. However, the situation has been exacerbated by
new demographic patterns and the impact of these trends on embedded social
norms and values. Since the presidency of Deng Xiaoping, the Chinese government
has explored international responses for the care of the elderly, and President Jiang
Zemin empowered the MOHRSS to design a ELCP system and policy to engage
with the problem of elderly care.

SEARCH
SOLUTION

FOR

Because of a lack of indigenous experiences and practices, the MOHRSS undertook
an analysis of successful and unsuccessful programmes delivered by different
nations. Policy-makers finally adopted the model of Germany’s long-term care
system as the key source of learning.

ELITE
&
COGNITIVE
MOBILISATION

MOHRSS organized national discussion forums with academic experts, think tanks
and bureaucrats. At the same time, MOHRSS contacted British and Germany
experts on the matter to learn from their experiences. Furthermore, the issues of
elderly care were debated at the Fifteenth National Congress of the Communist
Party of China.

INTERACTION

The government representatives interacted with policy elites from the US, the UK,
and Germany to analyse their experiences on the matter. The government also
interacted with experts to ask for advice and feedback on various proposals.

EVALUATION

The MOHRSS developed an ELCP system based on the information gathered from
the interaction with international experts, organisations and governments and
informed by studies of Germany’s programme.

DECISION ENTERS
POLICY STREAM

Once the program was designed. It received the political and financial backing of
the government.

IMPLEMENTATION

After gaining permission from the National Congress, the process of
implementation began. It was necessary to establish a mechanism for ensuring that
the different levels of government developed agencies responsible for ELCP
delivery. A process of trial and error ensued. Implementation gaps have emerged as
a consequence of the failure to address issues of structural inequality created by the
party system.
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6.6. In Conclusion – Muddling on, not yet through
With nearly a quarter of the world’s population and the largest population of people aged
65 and above in the world, China is confronting dramatic demographic problems. These
problems have been exacerbated by the legacies of the One Child Policy and their impact
on embedded social norms and values. The absence of technical experience in China
made the need for ‘policy-oriented learning’ from overseas exemplars inevitable and this
was heightened by the aim of establishing a ‘Harmonious Society’ at the 16th National
Congress of the Communist Party of China in 2004. As a consequence, all the elements
of social transformation, such as workers protection, the regulation of worker’s rights and
obligations, and the new legal and labour’s framework were reformed. These were all
fertile conditions for policy learning.
However, Chinese policy-makers have subsequently fallen foul to what Evans (2010) has
termed the “learning paradox”; that the quest for learning will result in the identification
of inappropriate sources of learning. It is far from self-evident that Germany provides a
compatible source of learning for China; a country which is characterized by huge
differentials in terms of patterns of wealth and public services. China possesses some of
the richest and poorest areas in the world; hence issues such as the capacity to pay for
social insurance are fundamental. In addition, China has a large governing elite with
privileged conditions; Germany does not. If a process of rational policy learning was at
the forefront of the minds of policy-makers, these issues would have been dealt with in
the reform process. The interaction between the agents had a determinant impact in the
orientation of the administrative reform. However the first contacts between Germany
and China were only considering the aging structure and long-term care initiatives but on
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the cultural and economic issues. The Chinese government came to conclude that
modernizing the pensions and long-term care system was a sideway of strengthening the
economic reform. And the modernization had to be more socially than politically oriented.
In this sense, this case may therefore be described as an inappropriate ‘copy’.

It maybe, however, that this analysis is coloured by western interpretation. The principles
of rationality that underpin the policy process in liberal democracies may not pertain here.
This may be viewed as another example of learning through doing by which the Chinese
government muddles its way towards a desired goal through trial and error through a long
period of incremental change. Certainly there is evidence of muddling through in this
case (see Box 6.5).
Box 6.5. Reform Chronology
1950: The traditional medical insurance system established
1979: The ‘One Child Policy’ was promulgated
1980: Deng Xiaoping puts reform of the administrative system and legal system on the CCP's agenda
1986: The unemployment and disability insurance system introduced
1987: Reform of the civil service system announced along with new political reforms
1992: CCP announces its commitment to a market economy
1993: New Civil Service Regulations promulgated, this involved: strengthening macro-economic
management functions and agencies (such as banks, taxation, audit, statistics collection agencies etc.);
transferring economic production functions to enterprises and abolishing government departments with
economic production functions. Parts of many government departments were corporatized and,
downsizing.

1998: the central government endeavoured to ‘optimize the allocation of labour’, and then retrenched
13 million workers in urban areas.
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2001: the ILO was invited by the MLSS in labour market reform.
2001: the ILO was also invited by the MLSS, the All-China Federation of Trade Union (ACFTU) and
the China Enterprise Association (CEA) to set up a tripartite conference system to develop standards
and operational guidelines for the coordination of labour relations.
2008: MLSS was abolished and replaced by MOHRSS and the process of learning underpinning the
ELCP was initiated.

Source: developed for www.gov.cn.

Indeed, Hu Jintao’s administration has carried on experimenting with the policy in the
implementation process and stated that the system and policies must be implemented
nation-wide and be extended to cover both urban and rural areas by 202042. According to
a CPC Report in 2012: ‘ELCP satisfied governmental and citizen’s requirements
regarding the provision of services for the elderly, the disabled and the unemployed’43.
Moreover, it has also provided assistance in the process of economic, social and
administrative reform in China and increased public understanding and knowledge of
social welfare society in developed countries. However, this claim does not square with
other officially recognized reports released in the same year arguing that the system
would not withstand future demographic trends without serious additional reforms. For
example, a report led by Ma Jun, the Deutsche Bank’s chief economist for greater China,
released in June 2012 estimated that by 2033 projected liabilities would exceed assets by
18.3 trillion Yuan44. In short, incrementalism and muddling through in this context will
not work – China will become old before it becomes rich.
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Hu Jintao’s Report at the 17th National Congress of the Communist Party of China [in Chinese], October
15, 2007.
43
Hu Jintao’s Report at the 18th National Congress of the Communist Party of China [in Chinese],
November 12, 2012.
44
Natalie Thomas, ‘China set to announce reforms of creaking pension system’, Reuters, 17 October 2013,
available at: uk.reuters.com (last accessed 15 December 2013).
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7
Policy Transfer and Banking Sector Reform – the
Case of Strategic Management

This is all about control; don’t let the rhetoric dissuade you otherwise. It is simply a process of elite
45
renewal.

7.1. Introduction
Over the past decade, China’s banking sector has become the key administrative and
economic reform in China due to its prescience in meeting the challenges of economic
development. The ‘Reform and Open Door Policy’ and ‘WTO accession’ created new
opportunity structures for China to engage in processes of policy oriented learning and
reform its administration and public sector. As a result, China’s banking sector is
immersed in the discourse of ‘strategic management’ based on the premise that a
management model will stimulate reform both in order to meet international standards
and provide a better service to the public.
In the past twenty years, processes of globalization, both external to the nation state and
the ‘hollowing-out’ of the nation state itself, have created new opportunity structures for
policy-oriented learning. As a product of China’s WTO accession, market competition
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  Author interview, Senior Manager, Banking Sector, 14 November 2012, Beijing (Anonymous).	
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has affected all kinds of industries, especially China’s banking sector, which was
manifestly out of step with the rest of the world (Bajai et al, 1997; Broadman, 1999). In
China, the former oligopoly of domestic banks has been broken. Therefore, in order to
survive and succeed, banks had to develop a comprehensive analysis of the new
competitive situation and adopt or transfer relevant strategies and policies to secure their
market position. In consequence, learning ‘Strategic Management’ has been the most
significant initiative reflecting the administrative and ideological shift in China’s banking
sector. Through launching ‘Strategic Management’, new business management methods
such as mergers and acquisitions, joint ventures, and strategic alliances, have been
introduced into the financial industry, which have made significant contributions in
mobilizing the banking sector. These objects of learning provide a rich source for
multiple forms of policy transfer from developed countries.
The purpose of this chapter is to evaluate the process of learning underpinning the
introduction of strategic management in the banking sector. It is observed that the
Chinese government and the banking sector have become more confident after WTO
accession. In consequence, new channels of communication emerged between China and
potential policy borrowers allowing for the exchange of information, ideas and
management arrangements. This case study provides a telling illustration of the role of
the WTO as an agent of international policy transfer.
The chapter is organized into five parts and a conclusion. Part Two explores the role of
China’s banking sector in the process of administrative reform and policy learning. It
focuses on providing an evaluation of the “‘Reform and Open Door’ policy and China”
WTO Accession that impact China’s banking sector reform. Part Three presents a
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detailed examination of Strategic Management launched in the banking sector as the first
exponent of a foreign management model for dealing with economic reform in China. In
Part Four, the implementation process underpinning China’s banking sector reform is
reviewed with a special emphasis on identifying implementation gaps and problems in
the operation of the reform programme. Part Five assesses the extent to which China’s
banking sector reform can be explained as a product of policy transfer through the use of
the policy transfer network model. In conclusion, the chapter assesses the implications of
the findings for both the study of policy transfer and China’s transition to a market
economy.

7.2. Banking Sector Reform and Policy Learning
During the last three decades, the emergence of the ‘Reform and Open Door Policy’
(Deng, 1986) and processes of globalisation, both internal and external to the nation state,
and the ‘hollowing-out’ of the nation state itself, have created new opportunity structures
for policy transfer to occur. Possibly the most significant of these has been China’s
accession to the WTO in 2001 (Chai, 2009). It was historically important for five reasons.
Firstly, it improved the international recognition of China’s growing economic power.
Secondly, it promoted the role of China in international trade. Thirdly, it would offer an
opportunity that China could access to the dispute resolution process within the WTO,
and reduce the threat of unilateral trade sanctions against China or other unilateral
restrictions on Chinese exports. Fourthly, it would push Chinese government to carry out
more liberalized policies as they were necessary to meet China’s international obligations.
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Finally, China hoped that this would lead to a permanent normal trade relation treaty with
WTO members.
It was also argued that access to the WTO club would provide information on better
practices that would allow China to achieve comparative advantage over its competitors.
The ‘Reform and Open Door Policy’ and China’s WTO accession provided a great
opportunity for foreign banks to enter the Chinese market (Wei & Wang, 1997; Cull &
Xu, 2000; Cull & Xu, 2003; Park & Sehrt, 2001). As Professor Chunhui Huo states:
“…by the end of 2000, 25 foreign banks had been granted permission to operate some
form of financial business in China, while 155 firms had set up representative offices
across mainland China”46. Partly because of myriad limitations, as well as the slow rate
of approval of foreign business licenses, the foreign banking sector was one of the major
issues in WTO membership negotiations. Once China was admitted to the WTO,
however, this figure jumped dramatically. On accession, the previous oligopoly of the
domestic banking sector was broken. Therefore, in order to survive and succeed, the
banking sector had to make a comprehensive analysis of the new competitive situation
and adopt or transfer relevant strategies and policies to secure its market position.

7.3.

The ‘Reform and Open Door Policy’ and Banking Sector Reform

Over the last three decades, during the process of ‘reform and opening-up’ the OECD
has strongly advised China to consider using advanced administrative arrangements to
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  Author interview, China, 2011. Huo Chunhui, Associated Professor, Associated Dean of Business
School at Liaoning University; member of International Association for Chinese Management Research. P.
R. China. 27 March 2011. This actor was involved in the process of policy transfer.	
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increase the efficiency and effectiveness of the economy and, in particular, the Chinese
financial industry. China’s banking sector has in many ways been the main beneficiary of
the ‘reform and opening-up’ program. Banking sector reform has played a significant role
in the process of modernising Chinese financial industry due to its successful
transformation from a politicized to a commercial sector. It has been a pioneer in learning
foreign lesson in order to secure positive outcomes for the industry.

7.4.

WTO Membership and Banking Sector Reform

After China’s WTO accession, overseas financial organisations have been dealt with on a
level playing field with local financial organisations. As Jiachun Sun reveals, this has
meant that the competition between foreign banks and the Chinese banking industry has
been greater than ever47. In the context of market competition, foreign banks have many
advantages over their Chinese counterparts. For example, foreign banks offer more
financial services to customers, which Chinese banks cannot provide (According to
interview with Chunhui Huo). Furthermore, after foreign banks entered China, they took
the international settlement business, such as credit cards, which is a low risk and low
cost but highly profitable business. As Hui Dong states, foreign banks secured 40% of the
total international settlement business by the end of 2003. Under this market pressure, the
Chinese banking industry has been forced to focus on the traditional loans market, which
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  Author interview. Jiachun Sun The Deputy Secretary (Business, Finance and Banking) of the Department
of Political and Law in Benxi City. Liaoning Province. P.R.China.13 June 2011. This actor was involved in
the process of policy transfer.	
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is a high risk but low profit business48. Moreover, the reform has also led to a loss of
indigenous capability for Chinese banks. Many Chinese specialists left their jobs in
Chinese banks because the Foreign Banks can offer them higher salaries and other
incentives. In short, the reform was good for the customer but was not good for Chinese
banks.

The Main Functions of the Banking Sector
The Chinese banking sector has three main functions: providing high quality loans,
liberating economic and social restraints and capability development. As the key
component of the national economic reform programme, banking sector reform became a
crucial focus for policy-oriented learning.

Providing High Quality Loans
This has attached significant attention both domestically and internationally as it had a
significant influence on the systematic reform of State-owned Enterprises (SOEs) in
China. The reform of SOEs was a dramatic reform because it inferred the emergence of
the concept of private property and by implication a different role for the state in the
sense that it meant that it had abrogated certain social functions and responsibilities to
society. In order to facilitate the rise of private organisations loans were required.
Previously the quality of loans and the administrative processes underpinning them were
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  Author interview, Hui Dong, The solicitor at Benxi City Branch of Bank of China. 15 June 2011. This
actor was involved in the process of policy transfer.	
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extremely poor and led to losses of between RMB 500 billion and one trillion annually
(Peng, 1995).

Liberating the Administrative Burden on Banks
Since the foundation of P. R. China, the state-owned banks had been regarded as
government agencies. Within the reform processes, the banks became independent from
the state sector. For instance, the personnel system transitioned from a governmental
sector to a private institutional system. The total number of employees and the enrolment
of new staff each year were now based on its own planning rather than state planning. In
terms of business activity, banks now have freedom in setting their own policies, such as
deposit and loan interest rates, which were previous fixed by the Peoples Bank of China
(PBOC) instead of the market. Moreover, loan quotas that were formerly fixed by the
central bank are now at the discretion of banks as long as their quota is expended49.

The Structure of the Banking Sector
By the end of 2001, China’s Banking Sector was composed of four state-owned banks;
three policy-based banks (e.g. agriculture); 11 shareholder commercial banks; 112 CityCommercial banks; 731 City-Society banks; 35,544 Rural-Society banks; 3 ruralcommercial Banks; 182 foreign banks business organisations; 209 foreign bank-overseas
offices and some other non-banking financial organisations. Moreover, the “Big Four”
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  Author interview, Zhengqing, Zhou the previous Deputy Governor of PBOC. P. R. China. 20, September
2011. This actor was involved in the process of policy transfer.	
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(Stated-Owned Banks: Bank of China, China Construction Bank, Industrial and
Commercial Bank of China, Agricultural Bank of China) play a very important role in
Chinese economic development being responsible for managing 60% of China’s total
capital, 80% of its commercial loans and 70% of its construction loan in the period just
before China’s WTO accession50.

China’s banking sector reform was initiated in 1994 and the official Commercial Banking
Law was proclaimed in July 1995(Qin & Ouyang, 2001). These actions enhanced the role
of the People’s Bank of China. From this time foreign banks were permitted to open
branches and by 2007 were able to issue debit cards. This has made banking with a
foreign bank more convenient, as money in accounts could be accessed at ATMs (see:
www.zgjrw.com)51.

7.5.

The Rise of Strategic Management in China’s Banking Sector

In order to understand the process of policy transfer underpinning China’s banking sector
reform, it is important to know the background to the technical developments, which
have been introduced. China’s banking sector reform has introduced a comprehensive
market-oriented banking structure and consequently new technology and management
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Author Interview. Xianglong, Dai, previous Governor of the central bank. P. R. China .13 April 2011.
This actor was involved in the process of policy transfer.
51

www.zgjrw.com. The official Website of China’s Financial Sector.	
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arrangements. To promote and embed the reform, the Chinese government and banking
sector co-designed training programmes with overseas financial and educational sectors
in 2002 that are now delivered annually. These programmes are mainly funded by the
central government of China and the State Administration of Foreign Expert Affairs.

Context
It took 23 years from the introduction of an open door policy for China to be granted
membership of the WTO in 2001. The Chinese economy has grown rapidly becoming
another ‘Asian Tiger’. The main achievements of this reform have been: a) the
strengthening of social macro-management and planning; b) the transformation of SOEs
into privately-owned enterprises; c) the redefinition of the relationship between central
and local governments through a process of functional decentralization; d) the dramatic
reduction of the number of public organizations; and, e) the development of a
meritocratic system of appointment and promotion in the Chinese civil service
(According to the interview with Lixing Wei)52. Most of these reforms may be considered
copies, hybrids, or inspired forms of voluntary policy transfer from overseas exemplars.
This is especially the case in the banking sector. The reformation of the banking sector
has been successful in such a short period of time because it has adopted the methods of
copying, emulating, hybridization and inspiration in policy transfer to gain knowledge
from the successful experiences of foreign banks and financial organizations.
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  Author Interview, Lixing Wei, the previous Vice Chancellor of China Academy of Governance,
P.R.China, 23 September 2011. This actor was involved in the process of policy transfer.	
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In China, the banking sector has been changing continuously alongside the transition
from a planned economy to a market economy. During this process, China’s banking
sector has undergone a series of reforms, which have moved it from state directed
management to market based strategic management. Indeed, the WTO accession
symbolized that China's overall reform programme had entered a new historic phase.
Accordingly the requirements of WTO accession for China’s banking sector were
profound.
These requirements not only provided overseas banks with tremendous opportunities, but
also forced China’s banking sector urgently to learn progressive lessons from the
international banking community. Recent international banking problems from the Asian
financial crisis to the Enron scandal, demonstrated the importance of regulation and risk
control as the basic rules for any enterprises to maintain long-term healthy and stable
operations. As a consequence some of the state-owned banks embarked on various
reform experiments. These included: establishing a whole new set of banking
management principles, standards and processes; and successfully undergoing corporate
and business restructuring by learning positive lessons from the foreign banking sector
and adopting international market regulations. In a new round of reform and development,
the Chinese banking sector actively studied new theories and trends in international
banking development and viewed the introduction of strategic management as an
important container concept for introducing a raft of reforms.
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Policy Aims
The two overall aims of launching strategic management into China’s banking sector
were to provide assistance to China’s social and economic reform programme and to
improve the comparative advantage of China’s banking sector. In sum, Chinese domestic
banks would adopt appropriate business policies to improve themselves by:
•

Attracting new capital and eradicating bad debt and capital to improve the
efficiency and profitability of the bank.

•

Establishing a modern enterprise system, to separate ownership and management,
responsibilities and rights, and executive and business functions through the
adoption of a scientific management system.

•

Improve management capabilities in terms of business planning, human resources
management, financial management, technological innovation, marketing and
communication to maximize profit.

•

Increase profitability through adopting a new brand strategy, such as exploring
specific products with strong track record of profitability. Confronted with
competition threats as a consequence of WTO membership, banks should: be better
prepared; study harder on domestic and international competitors; adjust their
product development; and strive for not only developing nationally famous brands
but also internationally-famous ones.

•

Develop good enterprise cultures and spirit through a combination of social and
individual benefits and high quality staff development.

•

Ensure economies of scale.
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•

Develop and build enterprise-wide risk management systems to cover all major
risks: credit risk, market risk and operational risk (Wang, X, Z. et al 2003).

The application of a ‘strategic management’ approach has made a significant contribution
to promoting the development of banking sector in particular and financial sector reform
in general. According to the Business Report of People’s Bank of China (2012): “China’s
banking sector has satisfactorily met the international criteria – to secure capacity of
saving and depositing and to establish a strategic alliance with foreign banks and
financial organizations” 53 . Thus, the introduction of ‘strategic management’ has
contributed to administrative reform and promoted the introduction of ‘governance
without government’. But how did this process of learning occur?

Banking Sector Reform as a Product of Transfer
China is one of the fastest growing economies in the world and became the second largest
economy in 2012. Given the pace of economic development it has had to underpin
marketization with a reform programme featuring the adoption of the best overseas
practices regardless of the state of development of the donor country. In a sense the
transfer process has been characterized by ‘bounded rationality’ (Dolowitz and Marsh,
2000, p. 9) insofar as political factors – learning from the best – have trumped evidencebased factors in terms of what will work.
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  Author interview, Jing Jiang, Director in Charge of financial issues in Benxi city, Liaoning Province.
P.R.China.30 June 2011. This actor was involved in the process of policy transfer.	
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As Zhijun Guo observes: “the growth of financial organizations and the banking sector
are poised to continue with the market opportunities arising from commitments in the
US-China Bilateral WTO Accession Agreement and the EU-China Bilateral WTO
Accession Agreement”.54 Market access barriers such as restrictive licensing have been
addressed in these agreements. Additionally, after the transition period following China’s
WTO accession, foreign financial organisations have been treated in the same way as
local financial organisations, breaking the state monopoly (Feltenstein & Nsouli, 1998).
The Chinese banking sector has changed from the monopoly of the Big Four state-owned
banks to the present day oligopoly. The new landscape (see: Bettis and Hitt 1995, pp. 719) has given rise to relentless competition, emphasizing flexibility, speed, and
innovation in response to a fast-changing environment. The Chinese government decided
to draw on strategic management frameworks (see Porter 1990 and 1998) to help it adapt
to the new economic realities.

Establishing Western Banking Practices in China
In 1993, the then Premier, Minister Zhu Rongji, made a commitment to transfer Western
business policies into China’s banking sector. As Duenwald and Aziz (2003) state, the
development of China’s banking sector has significantly benefited from comparative
studies. At the end of 1993, the State Council made a decision to reform the banking
sector. The decision aimed at strengthening the supervision of the financial system by the
People’s Bank Of China (PBOC) and separating the banking business from investment,
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  Author Interview, Zhijun Guo, The Manager in Benxi City Branch of Bank of China. P. R. China. 11
June 2011. This actor was involved in the process of policy transfer.	
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insurance and trust businesses, as well as establishing the commercial banks (Schueller,
2001). Subsequently, the idea of strategic management was adopted by the PBOC in
1993. Moreover, three state banks were established to specialise in business policy while
the existing government-owned banks began to be transformed into real commercial
banks.
Since 1996, the Chinese government has allowed foreign banks to open branches in
China. And then, the foreign banks firstly started to operate the local currency business in
Pudong district of Shanghai. By the end of October 2000, there were 234 foreign bank
representative offices, 157 foreign bank branches and thirteen of them jointed ventures in
China to do Renminbi (RMB) business (Huang, 1996). The branches and representative
offices played a crucial role in attracting foreign capital, introducing advanced
management arrangements, experiences and expertise into the Chinese financial market
and in promoting the improvement of efficiency and corporate governance of Chinese
banks. As China was accepted into the WTO by the end of 2002, all the business and
political limitations that previously restricted the activities of foreign banks in China were
significantly removed (Huang, 1996).
WTO membership brought with it a broad range of conditions in terms of meeting
international standards in terms of principles, regulations, programming, and
administrative arrangements After China’s WTO accession, China adopted these
principles and implemented them according to the WTO’s requirements, priorities and
availability of resources. This process of learning provided a unique opportunity structure
for China to transfer the most advanced management principles. The WTO provided
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China with outstanding access to technical expertise and may be understood as a
remarkable policy hub for policy transfer activity.

Problem Definition
Economic reform revitalized China’s banking sectors and promoted its development in
many ways (see: Barnett, 2004; Karacadag, 2003). A comprehensive market-oriented
banking structure has been introduced in order to engage a variety of market participants
and diversified products. Meanwhile, modern technology and new administrative
arrangements played a very important role in the banking system in national economic
affairs. However, the four state-owned banks remained weighed down by historical
legacies and political interference and required radical reform to make them
internationally competitive (Brant & Li, 2003; Chang, 2003; Cull & Xu, 2000; Moreno,
2000; Park and Sehrt, 2001; Wei & Wang, 1997; and, Zhou, 2004). Indeed, the problems
that the four state-owned banks were experiencing became the focus for reform.
Firstly, there were significant operating restrictions on state-owned banks which inhibited
their competitiveness. State-owned banks were regarded as government agencies and by
implication had to provide standard salaries and welfare benefits for their staff that were
basically established by the Chinese government. In addition, deposit and loan interest
rates were fixed by the PBOC instead of the market, and loan quotas were fixed by the
central bank (La Porta, et al, 2002; Sapienza, 2004).
Secondly, China’s banking sector lacked high quality staff and did not possess strong
institutional capacity. The rapid growth of China’s banking sector created serious
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challenges both for bank managers and general employees in the early stage of banking
reform. As noted earlier, demand for qualified staff greatly surpassed supply (Steinherr &
Huveneers, 1990). As the reform and opening-up process progressed, especially after
WTO accession, the business scope of China’s banking sector expanded rapidly and
bankers soon found that their skills and experience were obsolete.
Thirdly, as Jiachun Sun emphasizes: “since its foundation in 1949, People’s Republic of
China has strict foreign currency controls – termed “Strict Foreign Exchange Systems”
(SFEs)” (interview with Jiachun Sun). Due to China’s WTO accession in 2001, the
Chinese government and the banking system had to abolish the old foreign exchange
control system. Moreover, China’s banking sector, with the largest number of customers
in the world, lacked technology, investment capital, skills and experience. All of these
elements motivated China’s banking sector to adopt advanced management arrangements
from developing countries and International Organizations (IOs). In sum, China was in
urgent need of technical support.

Searching for Solutions
Both Jiang Zemin’s and Hu Jintao’s governments saw strategic management as an
essential ingredient of reform and opening-up. China’s banking sector reform was
considered the pioneer reform programme for the economic and financial sectors. Hui
Dong notes “the previous Prime Minister, Zhu Rongji commented that the healthy
development of China’s banking sector would secure positive results in terms of both
social and economic reform” and “China’s banking sector reform required a
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hybridization of international lessons” (interview with Hui Dong). Similarly, Jiachun Sun
observes that “the previous Vice Primier Bo Xilai also argued that the reform of China’s
banking sector was a hybridization of imported goods”. Strategic management combined
with ‘mergers and acquisitions’ (M&A), ‘joint ventures’ (JVs), and ‘strategic alliances’
(SA). Although notably, China has not yet undertaken any transnational M&A of large
and medium-sized enterprises. As to the current situation in China, the JVs and SAs have
mostly been adopted by China’s banking sector (interview with Jiachun Sun).

The Origins of Reform
The reform of China’s banking sector is strongly linked with economic restructuring. In
fact, the problem of China’s banking sector reform and its processes are quite different
from most other countries as it has involved the transition from a command and control to
a market economy. Zhu Rongji notes that because of the political will of the government
and China’s banking sector at that time, and mounting public dissatisfaction, China
needed to draw external lessons (interview with Jing Jiang). Indeed, within the Chinese
government, there was a feeling that adopting the proper management arrangements was
a ‘short cut’ solution to solving existing problems. As a management arrangement,
strategic management was originally developed by M. E. Porter who was a professor in
the Harvard Business School in the 1980s. Strategic management refers to the
development that “[n]owadays, more and more companies, large and small, are entering
into alliances that span national borders. The rise of strategic alliances and joint ventures
– as an example of the kind of resource that is not readily tradable – illustrates that
companies need to cooperate in order to compete” (Prahalad and Hamel, 1994, p. 45).
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Some companies are instituting joint ventures, others are forming partnerships, and
marketing deals of one sort or another, and others are merging or making outright
acquisitions.
Due to WTO accession requirements, the Chinese government had to restructure the
domestic banking sector to build internal market competition. The Chinese government
therefore encouraged financial institutions to make strategic alliances to expand
intermediary business. It was hoped that the mixed alliances might be able to stimulate
higher service quality and source new customers. China’s banking sectors have gained
some benefits by forming strategic alliances with other financial institutions. It is not only
helping them generate new business, but also helps them reduce costs. As Zhijun Guo
states, China’s banking sectors have made some strategic alliances with China Ping, an
insurance company in 2000 (interview with Zhijun Guo). The mixed operations help the
sector to meet the demand for economies of scale. To some extent, the competition
confronted by China’s banking sector is related to human resources, technological
resources, financial resources, and market resources. Strategic alliances with domestic
banks can relieve the competitive burdens under the market economy, but cannot solve
inherent problems such as the proficiency of the labour force. The professionalism of
China’s banking sector is comparatively low and most staff previously worked in stateowned financial institutions. Professor Chunhui Huo argues that less than 30% of the
workforce has received formal education about banking. In contrast, foreign banks such
as HSBC have strong teams of actuaries and computer experts who have a good
understanding of the international banking market (interview with Chunhui Huo).
Meanwhile, most of the foreign banks have advanced IT systems so that their businesses
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can operate on a global scale. In general, the advantages of adopting strategic
management are: to maintain economies of scale and share risk; to learn about the
overseas partner’s knowledge management systems and managerial practices; to diversify
products; and to enhance the competitive advantage of domestic banks. Foreign banks
can also benefit by establishing good relationships with the government, gaining cultural
understanding and increased market share. In sum, strategic management acts a tool for
organisational learning in China’s banking sector. It also promotes internationalization.

7.6.

Implementation Perspective

As noted above, the motivation for engaging in policy transfer from overseas arose from
both internal dissatisfaction and external pressures for integration. As Professor Chunhui
Huo explains:
[t]he Third Plenary Session of the Eleventh Central Committee of the Communist Party of
China under the re-emerging leadership of Mr. Deng Xiaoping was held on December 1978,
marking the beginning of a new era in China’s contemporary economic history. This new era
was characterized by unprecedented reforms in the whole economy under two inter-related
policies: to carry out flexible policies in internal economic management and to open the door
to the outside world. (interview with Chunhui Huo)

Significantly, China’s banking sector was one of the earliest industries targeted for
reform. The banking sector has followed incremental principles in its reform process.
However, whether China’s entry to the WTO can make its banking sectors more open is
still a contentious issue. Membership of the WTO means that China’s banking sector has
to abide by international rules more strictly. In this sense, China’s banking sector will
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face tougher threats and challenges as it opens up more because in essence regulation of
the banking sector means regulation of the Party.
Moreover, it will take some time before Chinese banks can seriously compete with their
Western counterparts. As Jiachun Sun argues:
…the banking sectors in Western countries have a long history and they have accumulated
abundant economic strength and rich capital sources. They have already got the advanced
modern management and operational experiences, product innovation technologies, risk
management technologies, financial management technologies, investment skills, promotion
skills, and with multi-functional and efficient services overall. They integrate high
technological computing into their management from product development to promotion
networks and human resources management in order to enhance the efficiency and quality of
their work. (According to interview with Jiachun Sun)

Due to the recognition of threats from the international competitors, policy makers
decided to reform China’s banking sector. However, China’s own experiences in this area
were limited. China had to search for policy ideas from abroad in order to draw lessons
from others.

Agents of Policy Transfer
Three key agents of transfer participated in launching strategic management into China’s
banking sector. As Jing Jiang explains, the role of the Economic Reform Commission
(the internal agent), international organizations (external agents) and the Expert Group
(the policy middle man) is crucially important in understanding the process of China’s
banking sector reform (interview with Xianglong Dai). China’s banking sector reform
was primarily about transferring a new management ideology and associated policy
instruments to China. China adopted the best business practices, such as strategic
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management, most suited to the Chinese context, to justify its political goals, and to
direct policy development. Jing Jiang claims “the previous Premier, Zhu Rongji, took
over the presidency of the central bank and started to implement a series of policies in
order to update the banking sector’s salvation with the crooked line” (interview with Jing
Jiang). During this process, international organizations such as foreign banks and
financial representatives, have played an important role in attracting foreign policies,
introducing advanced management experiences and expertise, intensifying competition in
the Chinese financial market and promoting improvements in efficiency and the
application of corporate governance in the banks.
As noted above, an Experts Group was established to advise and provide technical
assistance to China’s banking sector on the key components of reform such as strategic
management, project management and technical training. In order to bridge the capability
deficit, overseas business schools such as Harvard University in the USA were selected to
provide specialist training. The training marked the conscious absorption of western
public and business management ideas into the Chinese government and financial
organizations and increased contact at the senior level with foreign experts, thereby
accelerating the process of policy transfer.

The Evidence of Transfer – “this is all about control”
After extensive study, China’s banking sector directly copied various strategic
management initiatives such as joint ventures and strategic alliances. In order to achieve
the aims of economy, efficiency and effectiveness, Chinese policy transfer has proved to
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be a successful model which can accumulate a wealth of experience for future reform.
But in the process of transferring mergers and acquisitions, policy makers adopted the
method of ‘hybridization’. Until now, China has not undertaken any transnational
mergers and acquisitions in its large and medium-sized enterprises, such as the banking
sector. China lacks the necessary market mechanisms and legal framework for
transnational mergers and acquisition. The government is also extremely careful in
ensuring that it remains in control; despite the rhetoric of independence. This will
continue to frighten off potential investors. A major driving force behind mergers and
acquisitions is the emergence of powerful transnational companies seeking to
complement each other in technologies and products. China’s banking sector has not yet
been attractive enough to join ranks with foreign elite banks, which partly explains why
so few mergers have taken place. As one informant put it, “this is all about control; don’t
let the rhetoric dissuade you otherwise. It is simply a process of elite renewal”.55
In sum then, the objects of policy transfer were threefold – policy goals, policy
instruments and capability development. In terms of policy goals post China's
membership of the WTO, the banking sector had to face the problem of reforming its
management structure in order to meet the WTO's standard but was short of capital and
property. Speeding up the development of the stock exchange system helped the sector
deal with the problem. By the end of 2007, China’s banking sector had completed the
reform of its management arrangements. In terms of policy instruments, as Professor
Chunhui Huo comments,
during this period some very important administrative banking rules and regulations were also
adopted, (such as Regulations for the Administration of Foreign Financial Institutions in China
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Author interview, Senior Manager, Banking Sector, 14 November 2012, Beijing (Anonymous).
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(Foreign Bank Regulations 1994) which was enacted by the State Council on February 25, 1994
and became effective on April 1, 1994). At the same time, Regulations for Foreign Banks in SEZ,
were enacted in 1985, and the Shanghai Foreign Bank Measures, enacted in 1990, were annulled.
On March 29, 1994, the PBOC promulgated trial implementing rules for the Foreign Bank
Regulations 1994. Annexed to these trial implementing rules were the Measures for the Placement
of Deposit Reserves by Foreign Financial Institutions and the Measures on Entrustment of
Registered Accounts to Audit Foreign Financial Institutions. The Implementing Rules of 1994 and
its two annexes were amended and formally enacted by the PBOC on May 8, 1996.( interview

with Chunhui Huo)

The other object of transfer was foreign management experience. Previously, the Chinese
banking system was largely government managed. From this case, we can observe that
the present system has been influenced by business administration approaches such as
project management, performance evaluation and cost-benefit analysis. In China, the
business administration had never previously been considered for inclusion in the area of
Public Administration.

Obstacles to Implementation
After twenty-three years operation of the reform and open door policy and nine years
after the WTO accession transitional period, there are many factors that have constrained
the importation of the new market ideology. Embedding Western ideas has not been easy.
It has taken a long period of incremental change. First, the ideology was transferred to the
national level and, then it was applied and implemented to each branch of the Chinese
banking sector (Llewellyn, 1996; Santos, 1998). Different political and operational issues
have emerged in different areas of China. Hence faithful implementation of the new
policy has been a major challenge. In keeping with the implementation model outlined in
Chapter Four, the implementation process has suffered from conceptual/cognitive
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obstacles (the ability to understand the new culture and practice it), environmental
obstacles (particularly resistance from Party elites), and institutional resistance and
limited resources in certain areas (the recalcitrance of street level actors and lack of
capability on the front-line in terms of both management and staff). Over time, however,
these implementation gaps have gradually withered away largely as a consequence of a
successful process of elite renewal occurring in which the Party has maintained control
through the power of nomenclatura (patronage) over appointments to key positions in the
banking sector (Ma, 1997). In addition, until 2012 foreign banks were only allowed to set
up one branch within five cities (Shanghai, Guangzhou, Dalian, Tianjin, and Beijing),
which clearly restricted their operational effectiveness. Indeed foreign banks entered
China with a long-term view; there was little in it for them in the short-term.
It is also noteworthy that the timing and sequencing of reforms had to be carefully
managed to minimize the potential for costly distortions (unintended consequences of
action) or economic disruption. On the other hand, reforms needed to achieve enough
momentum and be sufficiently complete to provide the intended benefits. Once again an
incremental strategy was chosen as the best strategic tool to achieve the desired outcome.

7.7.

Applying the Policy Transfer Network Model

The two overall aims of launching ‘strategic management’ into China’s banking sector
were to provide assistance to China’s social and economic reform programme and to
improve the comparative advantage of China’s banking sector. This has been partly
achieved through a long period of incremental reform catalysed by first the “Reform and
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Open Door” policy and then by WTO accession in 2002 and the adoption of strategic
management. Box 7.1 maps out the key sources of international, national and
organizational learning that featured in the case study.

Box 7.1. Explaining Policy Transfer in the Case of Banking Sector Reform

International Sources of Learning

•
•
•

Process of Globalization and the adoption of an international financial management system.
The diffusion of innovations using the international financial management system.
The increasing use of the new public administration with associated business approaches to reform
the financial sector.

National Sources of Learning

•
•
•
•

The enactment of the “Reform and Opening Door” Policy (1979).
Bilateral Trade agreements.
China’s WTO Accession (2002).
The entrance of foreign banks to the domestic market.

Organizational Sources of Learning

•
•
•
•

The dissatisfaction of citizens with the provision of financial and banking services.
Change to a market ideology.
Specialist purpose built overseas training programmes.
Learning through international partnership and doing.

It reveals a process of learning that was largely inspired by “learning through
international partnership and doing”. The doing focused on building the capacity of the
sector to take charge of its future development. It demonstrates that China’s banking
sector reform: 1) was catalysed by the “Reform and Open Door Policy” and policy
transfer post WTO accession; 2) began as a copy but was ‘hybridised’ in the process of
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implementation due to the need to assimilate with the needs of fifty six nations; and, 3)
was featured by trial and error in the process of implementation. Notably transferring
strategic management into China’s banking sector highlighted the lack of capacity in the
sector and the need for an incremental approach to reform. This implies that the success
of policy transfer is determined by the rationality of policy elites in adopting the right
sequencing of reform to achieve the necessary outcomes.

7.8.

In Conclusion

The process of learning presented in this case study was in many ways more complex
than most of the other case studies presented in this thesis (see Box 7.2). This is because
of the politicized nature of the process of transfer. Banking sector reform may be
understood as a site of struggle between different conceptions of the future of China.
Degrees of liberalization do occur as a consequence but it is a process that is tightly
controlled by the Party. Hence the learning paradox – the reforms necessary to facilitate
greater investment, competition and higher quality services to the citizen continue to be
thwarted by a Party elite that remains reluctant to share power even if it leads to even
greater prosperity. As Deng Xiaoping (1986) argued in his metaphor “touching the stones
for crossing river”, China is eager to transfer policies that suit the Chinese (Party)
character: “[in] a country as vast and complex as ours, reform is no easy task. So we must
be very cautious about setting policies and make no decision until we are quite sure it is
the right one” (Deng 1986).
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Box 7.2. The Process of Policy Transfer in China’s Banking Sector Reform
Learning process

EVENTS

PROBLEM
RECOGNITION

The emergence of the “Reform and the Open Door Policy” (1979) and WTO
Accession (2001) provided opportunity structures for change. There was an evident
need to marketize the banking sector in line with economic transition imperatives,
break the state banking monopoly and modernize its operations.

SEARCH
SOLUTION

Developed countries were already implementing the strategic management
approaches to improve business service delivery and enhance transparency and
accountability.

FOR

CONTACT

The head and officials of China’s banking sector and financial institutions attended
meetings such as the FMS10 (Financial Media Summit), G20 (Group of 20) to
exchange ideas and information on financial and administrative reform. It was in
these meeting that they learnt about the strategic management initiatives in countries
such as the USA, the UK and Australia, amongst others. An Experts Group was
identified including WTO representatives.

EMERGENCE OF
TRANSFER
NETWORK

The Expert Group included representatives from key international organisations such
as the WTO and the OECD, as well as financial institutions such as HSBC. It was
supported through the Economic Reform Commission.

ELITE
&
COGNITIVE
MOBILIZATION

Most of the reforms were a requirement of WTO membership and were readily
accepted by the policy elite. Internal political and institutional resistance to change
did start to emerge at this stage.

EVALUATION

After rational comparison, strategic management was selected as a container concept
for introducing a range of modernising reforms.

DECISION
ENTERS POLICY
STREAM

Once the programme was designed it received the initial political and financial
backing of the political elite.

PROCESS

The implementation of reform of China’s banking sector was divided into four main
stages: 1) the establishment of foreign banks in China; 2) the development of
competition mechanisms and processes of learning; 3) the design of a strategic
management approach and constituent elements, and 4) its implementation at the
different levels of China’s banking sector. An incremental approach was adopted due
to arising implementation gaps.

OUTCOME

The implementation process suffered from conceptual/cognitive obstacles (the
ability to understand the new culture and practice it), environmental obstacles
(particularly resistance from Party elites), and institutional resistance and limited
resources in certain areas (the recalcitrance of street level actors and lack of
capability on the front-line in terms of both management and staff).

191	
  
	
  

8
Policy Transfer and Property Management in
China

At the 2009 National Congress, Prime Minister Wen Jiabao stated that establishing the residential
community culture will positively influence the establishment of a harmonious residential
community. The harmonious residential community is the foundation of the ‘harmonious society’
56
and the property management of residential communities is the means to achieve all of those aims.

8.1. Introduction
The burgeoning pressure on the Chinese government to build more accommodation that
befits a prosperous life-style has prompted the adoption of property management policies
and systems from overseas. Once again the “Reform and Open Door Policy” and WTO
accession provided opportunity structures for lesson drawing to take place. However, it
was also facilitated by the Chinese government’s rhetorical commitment to a harmonious
society in which home ownership was promoted as a key Chinese value with cadences of
Thatcherism in the UK. The process of transfer in this case took place in two stages –
international policy learning from overseas; followed by the national diffusion of
innovations.
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Author interview， Professor Jianbing Shao. Associate Dean of Sun Wah International Business School
in Liaoning University. P.R.China. 10 September 2011. This actor was involved in the process of policy
transfer.	
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Property management has proved to be one of the largest policy learning activities
between mainland China and Hong Kong, Macao and Taiwan. The concept of property
management is significant as prior to the “Reform and Open Door Policy” there was no
concept of private property as the state provided all housing services from cradle to grave.
While the state has maintained a fundamental role in housing provision it is becoming
more of a regulator than a provider. The property management unit now has
responsibility for maintenance, municipal utilities, landscaping, health, transportation,
security and environmental management projects; and tenants or owners are required to
pay a fee for service (Wang 2003, p19).
The Property Management Programme is funded by China’s central government, initiated
and implemented by the Ministry of Housing and Urban-Rural Development of the
People’s Republic of China (MOHURD), with the participation of provincial
administrative institutes, city administrative institutes, real estate companies and most
importantly, the China Property Management Institute (CPMI). The CPMI is the main
agent of policy transfer in this case study. In compliance with the “Harmonious Society”,
new laws in property management regulation and property law have been introduced
which have had a dramatic impact on the development of China’s real estate industry.
The Property Management Programme is a further example of multiple forms of policy
learning that emerged from a pilot programme.
The fundamental aim of this chapter is to determine to what extent policy transfer can
explain the formation of the property management system and policies enacted by the
Chinese government. It is argued that the concept of ‘property management’ is largely a
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product of policy transfer and policy-oriented learning from the UK. The enactment of
the property management policy has been a watershed in China’s real estate sector as it
brought housing into an era of regulation and stewardship. This has also proved a huge
stimulant to China’s real estate market which has had positive and negative consequences.
The purpose of this chapter is not only to analyse how evidence-based or rational the
process of learning has been, but also to compare learning processes and their market
impact.
The chapter is organised into six substantive sections and a conclusion. Part Two
explores the role of The Ministry of Housing and Urban-Rural Development (MOHURD)
in state modernization. Three core functions of MOHURD will be illustrated: Legislating
and Regulating the Market; policy consulting to the State Council; and organizing
international cooperation and scientific research. Part Three provides an introduction to
the China’s Property Management Programme. In Part Four a comprehensive analysis of
the case is presented. Here, the Product of Policy Oriented Learning will be used to test
the key content of the cases as well as examining the impact of the China’s Property
Management Programme in housing and real estate development in China. Part Five will
illustrate the implementation stages in launching China’s Property Management
Programme. The sixth part will examine the policy outcomes of the programme. In the
conclusion, the heuristic twelve steps of the policy transfer network approach and the
validation sequence proposed by Evans and Davies (1999) will be employed to assess the
chapter’s key findings.
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8.2.

The Ministry of Housing and Urban-Rural Development

MOHURD is the main player in the Property Management Programme due to its core
functions authorized by the State Council. These are reflected in the organisational
structure of the ministry (see Box 8.1). MOHURD has made great efforts to initiate,
formulate, implement, monitor, and regulate the Property Management Programme.
Obviously, MOHURD directly influences the success or failure of the Property
Management Programme. In other words, whether policy transfer influenced the process
of learning facilitating the rise of the Property Management Programme depends on the
actions of MOHURD.
Box 8.1. The Structure of the Ministry
Administrative
Office

The Office is responsible for day to day administrative work. Furthermore, the
administrative office guides the urban construction archives work regarding to the
requirements of the National Archives Administrative Department.

Office of Law
and Regulation

The Office is in charge of drafting laws, regulations, and administrative rules.

Office
of
Housing
System Reform
and
Development

The Office is responsible for formulating national housing policies. It also provides
services such as monitoring housing system reform.

Office
Housing
Security

The Office is responsible for formulating housing security policies and guiding their
implementation. It undertakes low-rent housing projects and funds.

of

Office
of
Urban-Rural
Planning

The Office is in charge of initiating urban-rural planning policies, developing and
supervising the implementation of urban-rural strategic planning.

Office
of
Rating
Standardization

This Office is responsible for organizing expert groups to consult with and formulate
standards of engineering quality. It also advises on the implementation of
standardization.

Office of Real
Estate Market
Regulation

The Office supervises and manages the real estate market. Furthermore, the office also
provides services to initiate proposals in terms of real estate industry development, the
promotion of property management services and the establishment of National Housing
Information System.

Office
of
Construction

This Office supervises China’s Construction Market. It formulates the standards of the
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Marketing
Regulation

biding and tendering processes for housing and engineering projects.

Office
of
Urban
Development

The Office formulates the medium term and long term strategy for urban construction
and municipal development. It supervises and manages the use of water, gas, heating,
and other municipal facilities.

Office of Rural
Development

This Office formulates and implements rural development projects.

Office
of
Project Quality

This Office is responsible for formulating the policies, laws and regulations in the field
of construction quality and safety.

Office
of
Construction
Energy
Conservation
and
Technology

This Office is responsible for initiating policies for building energy conservation and
organizing experts in order to provide technical support to the industry.

Office
of
Mortgage
Management

This Office is responsible for formulating the policies in mortgage management and
monitoring its implementation.

Office
of
Finance
and
International
Affairs

Office
Human
Resource

of

The Office is in charge of initiating tax rate policy within the industry, and is also
responsible for organizing international cooperation and foreign affaires.

This Office is responsible for human resource management work and also the former
cadres’ management work in the ministry.

Source: Developed from www.muhrud.gov.cn

Main Functions
MOHURD was established at the 1st Session of the 11th National People Congress in 15th,
March, 2008. In its position as a ministry directly responding to State Council,
MOHURD is the highest authorized government department in the construction and real
estate policy arenas. MOHURD also provides policy research and consultancy services to
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central government as well as conducting academic projects in the area of public
management and administrative reform57.
Before the foundation of MOHURD, the Ministry of Construction supervised the
Housing sectors and regulated the real estate industry in China. MOHURD has been
authorized with a new range of functions since it was established. There are three main
functions of MOHURD: formulating and legislating law, monitoring and supervising the
real estate market, and providing research and consultancy. As the operator of the
Property Management Programme, MOHURD’s functions directly and closely connect it
with the process of policy transfer58.

Legislating and Regulating the Market
The two main functions of MOHURD; legislating and regulating the market are
inextricably linked. MOHURD initiates and formulates policy documents that encompass
the key problems in the field of real estate and construction management to the central
government and the State Council. It also provides recommendations for the reform of
real estate market to the central ministries and governments. In addition, MOHURD
conducts research on key issues in real estate and construction management. MOHURD
supervises the implementation of new policy and undertakes monitoring, supervision and
regulatory tasks (see Box 8.2).
Box 8.2. The Ministry’s Core Tasks

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
See: www.gov.cn. The Official Website of Chinese Government.
See: www.gov.cn, www.mohurd.gov.cn. The Official Website of Ministry of Housing and Urban-Rural
development of People’s Republic of China.
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The Notice for Rectification and Standardization the
land Market (2001)

Promote the norms that includes the land using right
system of public trading in order to establish and
perfect the basic system of the land market

The Regulation for Auction the Public Land (The
No. 11 Act) (2002)

The Tradition Land Selling method has been
terminated. The Land Auction has officially been
Implemented.

The Legal supervisory notification about the
Landing using Right through Auction （2004）

The Commercial Land must be used trough the
Auction after 31st August 2004. Thus, the
commercial land will be took back by government if
the project does not initiated within two years.

The Notice about Controlling the Housing Price
(2005)

The rapid increase of the housing price had drawn
attention of Chinese government. Chinese Central
Government has implemented two policies in a year
to regulate the market.

The Notice about adjust the housing market
Structure and Regulate the Housing Price (2005)

The Notice about Charging the income tax through
selling and transferring the ownership of the
property (2006)

The policy certainly avoided the speculative trade in
real estate industry

The State Council Notice on Promoting the
Economical and Intensive Use of Land （2009）

All the Governmental Organization integrate the tax
to promote the system of housing accumulation
fund, increase the effective supply of housing, curb
unreasonable demand, to prevent prices rising too
fast

Source: developed from www.gov.cnwww.mohurd.gov.cn

Research and Consultancy
The other main function of MOHURD is to organise research and consultancy for
China’s real estate industry and related governmental sectors. Since its establishment,
MOHURD has been responsible for all national research projects in its areas of
responsibility and has been entrusted by the central government and State Council to
organize a policy transfer network consisting of policy-making elites and experts to
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undertake a series of policy research activities on topics such as: the founding of the
China Property Management Institute; establishing the Research Centre of China’s Real
Estate Industry; and, creating the Investigating Group of Public Sector Reform in China’s
Real Estate Industry. Moreover, the group organized by MOHURD in turn presents
reform ideas to policy advisors in the State Council think on real estate and construction
management.

International Cooperation
Since the foundation of MOHURD, it has attached great importance to international
policy learning. MOHURD holds an international conference and several forum each
year to exchange the ideas on real estate and housing management issues. Meanwhile,
staff in MOHURD also participate in international activities such as signing the
‘Canberra Agreement’ in order to promote the development of China’s real estate and
construction industry. Moreover, trainees from the MOHURD are sent to US, UK,
Germany

every

year

for

professional

training

courses.

(www.gov.cn.

www.mohurd.gov.cn).

Summary
This section has reviewed the MOHURD’s main functions, structure as well as its role in
international cooperation which suggests why it plays a pivotal role in the development
of China’s real estate and construction development. As the highest level official
governmental sector, MOHURD is not only responsible for initiating and legislating the
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law and policies in China’s real estate industry, but also monitors, controls and regulates
the real estate market. It is therefore exceptionally well placed to engage in policyoriented learning.

8.3. The

Emergence

and

Development

of

China’s

Property

Management Programme
In order to evaluate whether a policy transfer process occurred through the development
of the Property Management Programme in China, it is important to describe first the
rudiments of property management in China. The creation of housing management was a
product of the construction of high-rise buildings in China in the mid-20th century. In
consequence, professional companies took charge of leasing, maintenance and security
services and acted as the rudiments of China’s property management sector. However,
China’s property management was underdeveloped in the mainland as the problems of
population explosion, the backwardness of infrastructure and the lack of suitable housing
led to the deterioration of the living environment. The first formal application of property
management occurred in Hong Kong in the 1960s. The Hong Kong government began to
build public housing villages to accommodate certain groups of low-income citizens. In
order to manage the properties in these villages, the Hong Kong government, and some
NGOs such as the Hong Kong Housing Society (Li et al, 2007, p 29)59, learnt and
transferred ideas and applications of property management from the UK and even
employed experts from the UK to manage property. Presently, property management in
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Also see: www.hkhs.com in Chinese (last accessed at 12 September 2011).
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Hong Kong can be divided into two forms: independent property management companies
that take charge of the estate after the property has been constructed, and property
management companies that are subsidiaries of real estate companies. The latter is the
most common form of property management in China.
The Property Management Programme has been designed to meet the needs of
modernizing China’s real estate industry. In the early 1980s, property management was
introduced from Hong Kong into mainland China. During that period, both the Ministry
of Construction and the central government realized that real estate development would
be a key driver of economic development, necessitating the establishment of a Property
Management Programme for China’s real estate industry. A pilot programme was set up
in the Shenzhen special economic zone and the first foreign commercial housing
management scheme was established on 15th March, 1981. As a result the CPMI was
founded on 30th June, 1993 to assist the MOHURD and the central government in
implementing laws and policies and providing research and consultancy services in the
field of property management (Li et al, 2007, p 33). In April 1994, the No. 33 Act was
initiated by the Ministry of Construction which explicitly directed that “…residential
areas will be gradually processed using a socialization and professionalization managerial
approach; and will be formally managed by professional property management
companies” (Wang, 2003, p20). Moreover, on September 1st, 2003, the first formal
Regulation of Property Management in China was implemented, providing legal criteria
to standardize property management services, and legitimate the rights and obligations of
owners and property enterprises (Li et al, 2007, p 31). “The Twelfth Five-Year Plan in
the Real Estate Industry” further clarified the government’s commitment to increasing
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housing supply as secondary cities (commuter cities) were created to meet the demands
of urbanization and associated need for a housing rental market. At the same time,
monitoring functions in the real estate market were introduced in an attempt to curb
speculative investment demands (Wen 2007). Crucially, this must also be understood as a
process of elite renewal with elite party cadres seeking to exploit new opportunities for
wealth creation.
The overall objective of the Property Management Programme was to literally build the
“Harmonious Society” in China and to increase knowledge and understanding of the
scientific management of China’s real estate and construction industry. The specific aims
of the Property Management Programme were: to develop the capacity of China’s real
estate industry to contribute to national economic development; establish good standards
of living; promote employment; professionalize staff; and modernize China’s real estate
and construction industry. The Property Management Programme has made a vital
contribution to China’s real estate development as it pushed forward the introduction of a
new service-oriented public administration. However, it also symbolized the attempt to
effect a top-down culture shift in Chinese society. Before reform and opening-up, China’s
real estate sector was administered by the government from a social welfare perspective
rather than a commodity perspective. Although political administration helped to solve
the housing problem in terms of long-term low rental housing as a form of welfare policy,
it adversely impacted the development of China’s real estate sector. This phenomenon
was reflected in the difficulties of meeting the costs of daily management and
maintenance. As Xinghao Zhang states:
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In the early 1980s, 50% of properties needed repair nation wide. According to government statistics,
60
the fees provided to repair each square metre were about 0.6RMB after administrative charges ;
1/6th of the cost required. This became a huge impasse in the development of China’s traditional
61
housing system. There was no money to invest in development.

Since the Reform and Opening-up Policy, the real estate sector has rapidly developed.
Meanwhile, the problems of the old housing system became more visible. Real estate
development companies and property management companies providing services to
customers extended credit to the real estate industry to allow consumers to purchase
property (Nove, 1992; DeCarlo, 1997). At the same time, the processes of globalization
promoted advanced overseas technologies, administrative arrangements and managerial
experiences in China. Hence more advanced approaches to property management were
transferred into China’s real estate industry and related governmental sectors. It is worth
noting that Xinghao Zhang argued that along with China’s Reform and Open Door Policy,
the market economy has also become increasingly active (Author interview, op cit). This
significantly influenced the development of urban construction, the rise of real estate
development and the promotion of real estate sector reform. As Stapleton (1994)
observes, advanced property management approaches were very much needed in China.
Consequently, a national Property Management Programme was transferred from Hong
Kong to Shenzhen and has spread nation-wide since the 1980s (see: Li et al., 1997; Han,
1998). As Bi Zhang reveals:
International lessons provided crucial evidence of the need to regulate the approach to property
management and preserve the legal rights and obligations of property management enterprises in
order to offer certain standards of service to clients. Along with the implementation of the ‘Reform

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
The Administrative Charge includes the administrative fee (0.68 RMB) and 18% tax.
Author interview, Xinghao Zhang. Senior Civil Servant in the Administration of House and Property
Management. Benxi City. Liaoning Province. P.R. China. 29 May 2011. This actor was involved in the
process of policy transfer.	
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and Open Door Policy’ especially with China’s WTO Accession, the need for advanced property
62
management services has been endorsed by residents nation-wide.

8.4. China’s Property Management as a Product of Policy Oriented
Learning
Over the last three decades, the indigenous processes of “Reform and Opening up” and
the external processes of globalisation have offered new opportunities for the endogenous
sector to draw property management lessons from advanced overseas settings. Learning
and transfer has resulted in the modernization of property management in China. Citizens
are eager to work hard but live well in a comfortable environment especially after
China’s WTO accession. Expectations for a high quality of life are high particularly
among party cadres. Expectations have driven reform. In keeping with the aim of
simultaneous development with China’s economic growth, China’s real estate sector has
established an industry of professional property management and built a stable service
relationship between residents and property management service providers (Wong & Han,
1998). This has drawn on foreign lessons. In a sense, the establishment of China’s
property management industry has been recognised as central to the establishment of a
‘harmonious society’. The British property management approach was selected as the
main source of learning. As Bi Zhang states:
In the case of openness, whenever we learnt foreign advanced technology and managerial
experiences, the international comparison was not sufficient for deciding to adopt the foreign
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Author interview. Bi Zhang. The Head of in the Administration of House and Property Management.
Benxi City. Liaoning Province. P.R. China. 1 June 2011. This actor was involved in the process of policy
transfer.	
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lessons. More importantly, it was essential to examine the policy in its original context.
Because, the policy has been implemented and evaluated for years, it would provide the best
model for policy borrowers to adopt (According to interview with Bi Zhang).

Problem Definition
The growth of China’s real estate industry has been one of the fastest in the world
(Kunren, 2000). The development of China’s real estate industry and the price of real
estate are important factors in the global economy (see: Quigley, 1999; Ralph, 2000; Liu
& Hongyu, 2003). The presidency of Deng Xiaoping (1978-1992), saw the collective
land tenure system reformed (Dowall, 1993; World Bank, 1993; Qu et al., 1995) firstly as
a pilot program in selected cities and then nation-wide. The old housing system in urban
areas was converted from one based on merit goods to one based on market commodities
(see: World Bank, 1992; Chen, 1996; and, Wang and Murie, 1996). As a consequence,
the real estate market, and the development of property management have evolved
(Walker and Li, 1994; Han, 1998) coterminously with the development of market forces.
Property management of residential properties was important not only in maintaining
property value but also in the formation of corporate identities (CI) (see: Li et al., 1997;
Y.P. LI, 1997, 1997). Since then approximately 7,000 property management firms with
more than one million staff have been established in 27 provinces in China before
China’s WTO accession (Gong Bao, 6 June, 1998). The WTO accession period is
recognized as a major era of endogenous development. As Yingshuai notes:
…before China’s WTO accession, we mainly learnt lessons from Hong Kong (the Hong Kong
Special Administration Region) which was a limited case-study given the nature of its spatiality. As
Deng Xiaoping clarified; we were crossing the river by feeling the stones. After China’s WTO
accession, our government has been more open than ever, and we have principally drawn lessons
from the UK as the system has been tested for long time. It signals that the WTO has brought us into
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an era of exogenous-learning because the performance of China’s property management was far
behind international standards.63

It is notable that several unintended consequences of action also appeared during the
process of learning that proved the impetus for further reform. Firstly, political
intervention led to incomplete marketization. Property management agencies are business
institutions rather than administrative organisations. All the property management
agencies should be limited liability companies. In fact, China’s property management
industry is far from a free market as government still determines senior appointments to
property management agencies and closely monitors its operation. Secondly, unfair
market competition affects the market. As Bi Zhang states:
…in a sense, the problems maintaining in China’s property management industry is that the real
estate developing companies prefer to manage their property by themselves rather than release to
other companies. (Author interview op cit).

These systematic problems interfere with the development of China’s property
management. In addition, Xinghao Zhang argues that China’s property management
industry lacks professionalism and capability compared with overseas companies (Author
interview op cit). According to China Statistical Yearbook (1995), about 50% of staff
employed in the sector is middle management staff and above. Hence, as Bi Zhang
emphasizes it is important to employ professional labour to engage in work such as
security, cleaning, gardening, and maintenance services (Author interview op cit).
Moreover, the Institute of Real Estate Management (1995) also argued that more new
staff that understood the general rules of the industry as well as the marketing policies
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Author Interview, Yingshuai He. The Civil Servant in the Administration of House and Property
Management. Liaoning Province. P.R. China. 10, May, 2011. This actor was involved in the process of
policy transfer.	
  	
  

206	
  
	
  

affecting internal and external relationships needed to be recruited into the management
level.
In addition, property management companies are very closely monitored by the relevant
department of government despite the absence of government standards for implementing
property management. This has led to excessive reporting bureaucracy and low levels of
property management performance.

The Search for Solutions
When President Hu Jiantao took over the leadership in 2004, the idea of a ‘harmonious
society’ has been at the core of China’s new administration. As Professor Jianbing Shao
explains:
In the National Congress 2009, Prime Minister Wen Jiabao stated that establishing the residential
community culture will positively influence the establishment of a harmonious residential
community. The harmonious residential community is the foundation of the ‘harmonious society’
and the property management of residential communities is the means to achieve all of those aims.
(According to interview with Jianbing Shao).

The British style of property management was viewed as the key source of learning in
this regard by Chinese policy makers and authorities. The reasons why China’s real
estate sector looked to the UK for lessons were fourfold. Firstly, compared with other
forms of property management, the British style of property management has had a
longer history of implementation. Secondly, compared with other styles of property
management, the British style of property management was imported to the Hong Kong
area in the 1950s and the Chinese government transferred some aspects of property
management in Hong Kong at the beginning of the reform period so there was a strong
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culture of learning in place already. Thirdly, compared with the rest of the world, Britain
was the first country to launch property management courses into their education
program. In a sense, professionalization in property management has been dominated by
British experts and it was hoped that the adoption of a British style of management would
provide a source of learning to enhance wealth creation and the sustainable development
of China’s property management system.
Property Management in Britain
Britain, as the cradle of project management, has established a managerial approach in
order to preserve the rights of residents in the period of British industrial development. In
the 1860s at the time when the British industrial development occurred, a large number of
the rural population migrated to the industrial cities. This caused a serious shortage of
living accommodation. Hence some real estate developers built large numbers of simply
constructed tenement housing to rent to working families. Because of the bad living
environment, both the rights and obligations of the owners and tenants could not be
guaranteed. The US proved to be the first source of innovation in this area. George Holt,
the owner of the Chicago Building, established the Chicago Building Managers
Organization (CBMO) and convened the first national conference to declare that the first
property management industry of the world was born in the USA in 1908 (Mark, et.al,
2003).
Property management may be defined in its most broad term as an operation that controls
and supervises residential and vacation properties, commercial retail space, or industrial
warehouse space in accordance with principles that clearly articulate the rights and
obligations of tenant and landlord. Property management includes managing the life cycle
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of all acquired property as defined above including acquisition, accountability,
responsibility, maintenance, utilization, and disposition. Notably, Weiss and Baldwin
(2003) also identified that the original understanding of property management
encompassed the following: 1) property management is a form of social service; 2) the
scale of services is diverse covering the period before and after the property has been
constructed; 3) the approach to property management is flexible – minor services could
be completed by internal maintenance personnel, and the property management
companies can contact other professional companies to complete particular tasks; 4)
service charges should be negotiated by the client and property management companies
and the companies could also be funded through rental incomes, service fees and even
governmental subsidies; and 5) depending on the size of the property portfolio the
company may employ temporary staff in order to be more efficient and economic (Mark
et al, 2003)
Since then, the concept of property management has developed in accordance with social
concern with the quality of living conditions. With the boom in China’s real estate
development, it was necessary to move forward by strengthening the approach to
managing the environment of living accommodation. Bi Zhang identifies five key
features of this developing approach to property management in China. Firstly, we have
seen the emergence of property management companies which operate independently and
assume the sole responsibility for its profits and losses. Both private and publicly owned
housing developments increasingly entrust these specialized companies to manage their
properties. Secondly, the ownership and administration of property has been separated.
The relationship between them is as purchaser and provider. Hence, the property
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management companies must pay attention to constantly improving their operation and
the quality of service or run the risk of losing the contract. Thirdly, the market determines
standards and charges. Generally, the government should not interfere with the standard
of charging; it is determined by the negotiations that are based on market supply and
demand, the regional environment, building quantity, and the quality of the service.
Fourthly, the respective characteristics of property management should reflect local
conditions. For a specific instance, the Hong Kong region is heavily populated in a small
geographical location with limited land resources. It therefore established a ‘dual-track
approach’ which is regulated by the Council of Housing and Property Management
Companies. Fifthly, the government should make a crucial contribution to property
management on so far as it should ensure strict legality of operations and effective
regulation of performance in terms of ensuring rights and responsibilities.

8.5.

Programme Implementation

The implementation of property management has been a relatively smooth process
particularly given that property management was underdeveloped in China’s socialist
market economy. This section evaluates the quality of implementation focusing firstly, on
the preliminary work underpinning the regulatory system and secondly, the policy
instruments used to operate the regulatory system.
There were four particular elements in the process of transferring property management
skills? expertise? into China. The first was the ‘Reform and Open Door Policy’ (the
political aspect) in which every organization of Chinese government was permitted to
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learn positive and negative lessons from overseas and transfer them. The second element
is associated with the real estate sector (the economic aspect) whose task is to operate
property management and maintain the equilibrium between the interests of the
government and the responsibilities of the sector. The third element is the citizens (the
social aspect) who are the main participants and users of the services of property
management. And the fourth factor is the foreign indigenous settings and experts of
property management (the technical aspect), which are employed by China’s real estate
sector.

Bi Zhang proposed, with the backing of the Ministry of Construction, the

employment of several foreign experts who had a strong track record of work with
Chinese property management companies and governmental institutions (Author
interview op cit). The foreign experts were responsible for: a) providing information and
sources of learning to the policy borrowers; b) advising the policy borrowers on how to
transfer the right solutions; c) offering a defence of negative lessons. Professor Jianbing
Shao adds that foreign experts are also important for supervising implementation of the
appropriate lessons. Moreover, he notes: “One of the most important functions of the
foreign experts is to provide ready-made solutions for China’s real estate sector. In other
words, the content and implementability of the ready-made solution are crucial issues
leading to transfer” (interview with Jianbing Shao). Professor Jianbing Shao (2011)
argues that the content of the transfer must also be compatible with the needs of the
borrower.
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Programme Barriers
The new characteristics of China’s property management imply a new political
orientation by the Chinese government. However, transferring new property management
ideas from the UK into China has been highly problematic due to the different nature of
the legal environments between the foreign indigenous setting and policy borrowers. In
other words, legal factors impact on the outcomes of policy transfer. Yingshuai He (2011)
argues that the faulty operation of the legal system has become one of the most profound
obstacles to the successful implementation of China’s new property management
programme (interview with Yingshuai He). Most significantly, the Programme
represented a change in the governance of China’s real estate sector. Xinghao Zhang
observes that:
Because of the imperfect legal system, the privileges, rights and obligations of each party are not
well identified. Then, inside the government, the supervision of government disciplinary policy and
judicial authority lacks a legal basis. The Chinese government should have promoted a new legal
system to correspond with Chinese conditions.

Moreover, the reforms have encountered significant conceptual barriers as most of the
property management companies emerged under the traditional system (Xu & Fang,
1996). Bi Zhang affirms that “… currently, about one third of the property management
companies were derived from the real estate development companies”. (Author interview
op cit). Consequently, the concepts of service, rights and obligations were not well
understood. This led to complaints from clients about the absence of professionalism in
property management companies. Bi Zhang also argues that instruments to promote
competition in the housing sector, such as the bidding mechanism, also needed to be
transferred into China’s property management industry (Author interview op cit).
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It is also noteworthy that the Chinese government itself has been resistant to change
because it has challenged its hegemonic position and has meant that it has had to devolve
pricing power to local governments (see: Zhu, 1994; Li and Walker, 1996; Wu and Yeh,
1997). Governmental interference would negatively affect the marketing mechanism of
China’s real estate sector, and it also prevents China’s real estate sector and its property
management industry from accessing key external data which they can use in their own
interest (see: Tang, 1989; Tolley, 1991; Lim, 1995; Wang & Murie, 1996). On the whole,
China’s property management system sought a new method of transferring rational tools
of administrative reform in China’s real estate sector. However, the transfer process of
property management, as it was illustrated above, has been undermined by the lack of
legal constraints, cultural barriers to change and limited capability.

8.6. Policy Outcomes
The transfer of the property management system is relatively recent and it impacts are
still to be fully realized. However, as Bi Zhang emphasizes “the Prime Minister Wen
Jiabao has stated that the political debate has been positively influenced by the public’s
will to enhance its material conditions to live the Chinese economic miracle. The
acquisition of quality housing is the focus of China’s enterprise society and is the
foundation of New China’s governance” (Author interview op cit). Transferring property
management into China is generally considered the milestone of China’s real estate sector
reform. Its implementation is recognised as a success and one of the most important
achievements of post ‘Reform and Open Door Policy’ reform. In particular the
announcement of ‘Property Management Regulation’ has provided standards for China’s
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property management industry to abide by. The Chinese National Congress (2005) has
acknowledged the ‘harmonious society’ as the mobilizing theme for further development
of Chinese governance, which focuses on building a new set of values and ethics through
soft governance. Bi Zhang states that the enactment of ‘Property Management
Regulation’ and its’ formal implementation, which began on 1st September 2003, have
signalled that China has entered into an era of legal society (Author interview, op cit). A
survey was conducted among the agencies of the property management industry and
clients from ten Chinese provinces to evaluate the impact of the reform programme. Five
property management companies from each province were selected randomly. From
forty-eight questionnaires that were received there were clear patterns in the responses. In
general, the Property Management Programme is perceived to be a significant stimulant
to China’s real estate sector. However, respondents felt that further reforms were
necessary to maintain the momentum of reform for a “harmonious society” many of
which were not strictly about the real estate sector. These include: the improvement of
people’s living conditions and the quality of people’s social life; the inclusion of political
parties in central and local government; the development of a judicial apparatus to
broaden the scope of the ‘harmonious society’; a focus on expanding employment and reemployment projects; the stimulation of the growth of service consumption in urban areas;
the enhancing of the legal system; the establishment of the marketing mechanism for
determining real estate prices; the boosting of property management in Chinese
government,

institutions

and

the

state-owned

enterprises

and,

finally,

the

professionalization of the industry. Indeed most of these reforms are associated more
with processes of democratization than marketization.
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In general, transferring the Property Management Programme into China has been a
milestone in the development of the real estate sector and has spilled over into other
political and administrative reforms. Indeed it has been an innovative means for
transforming the public service into a responsible, legal and accountable body.
Transferring property management reform does appear to have improved the performance
of the Chinese government and the real estate sector.

8.7.

Applying the Policy Transfer Network Approach

The formation of the concept of property management demonstrates a paradigmatic case
of policy transfer and policy-oriented learning. It is evident that the knowledge,
experiences, and practices from foreign settings were of the utmost importance in
framing the property management system in China. This section focuses on analysing
what was learnt from foreign indigenous settings though the use of the policy transfer
network model.
This case study is an example of a policy-oriented learning process that emerged as a
consequence of increased dissatisfaction with the status quo, rising citizen expectations
for higher quality housing opportunities and the Chinese government’s rhetorical
commitment to home ownership as part of meeting the goal of a “harmonious society”
(see Box 8.3). As Professor Jianbing Shao comments:
In the case of upgrading the property management industry, advanced international models and
practices became sources of learning that fitted the peculiarities of our government’s needs. We
adopted something that became a source of good governance practices for public administration
in general. (Author interview, op cit).
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As Bi Zhang contends, property management ideas from the British and American
governments inspired the creation of the Council of Property Management (According
the interview with Bi Zhang). He argues that much of the evidence that informed the
government’s data base was taken from the internet. As for evaluating the voracity of the
internet data itself: The internet data on the matter supplied the Chinese government with
unfettered access to information about overseas models. It provided our core team in the
administrative apparatus with specific documents on strategy, structures, functions,
processes, evaluation data, and resources.

Box 8.3. Explaining Policy Transfer in the Case of China’s Property Management System

International Sources of Learning
•
•
•

Process of Globalization and the establishment of the idea of Property Management.
The development and spread the advantages of property management.
The increasing use of the Property management to facilitate the development of real estate market.

National Sources of Learning
• The enactment of Reform and Opening Door Policy (1979)
• The Marketization of China’s real estate sector (1994).
• The China’s WTO Accession (2002)
• The rising up of China’s property management.
•
Organizational Sources of Learning
•
•
•

The desire of Citizen with the provision of good living standards and property management.
Change the Housing from public-owned to private-owned.
The Lack of expertise and experiences in housing fields.

This raises questions about the scientific nature of this process of learning. It was more a
cut and paste policy transfer than the stuff of evidence-based policy-making. What is
evident, however, is that the Property Management Programme still needed to be
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implemented and regulations still needed to be abided by. No easy task in China. (Author
interview, op cit).
As the case study illustrates (see Box 8.4), the process of policy-oriented learning did not
finish with the implementation of the Property Management Programme. The lack of
expertise and knowledge about managing property in the real estate sector demanded
continuity in the learning process. Xinghao Zhang notes that the officials of the Ministry
of Construction travelled to the UK and to the US to examine and learn from their
experiences and also contacted Hong Kong experts on the matter to consider those
countries and regions to be innovators in the property management area.64 It constitutes a
case of policy-oriented learning that reveals a process in which the transfer of lessons
(ideas, institutions and processes), occurred, although in relation to more practical matters.
Box 8.4 depicts the process of transferring foreign indigenous settings in terms of
property management. It shows how members of the policy transfer network drew
lessons from international experiences and practices to manage and regulate property for
citizens. This process exemplifies how the knowledge and practices of exogenous
systems can constitute a technical and epistemic support system for enacting the Chinese
Property Management Programme.
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Author interview, Xinghao Zhang. Senior Civil Servant in the Administration of House and Property
Management. Benxi City. Liaoning Province. P.R. China. 29 May 2011. This actor was involved in the
process of policy transfer.	
  	
  

217	
  
	
  

Box 8.4. The Process of Policy Transfer Underpinning the Reform of the Property Management
System
The Process
Learning

of

EVENTS

PROBLEM
RECOGNITION

Increased dissatisfaction with the status quo, rising citizen expectations for higher
quality housing opportunities and the Chinese government’s rhetorical commitment
to home ownership as part of meeting the goal of a “harmonious society” facilitated
this process of policy learning.

SEARCH
SOLUTION

FOR

The USA, the UK and Hong Kong were identified as sources for policy learning but
ultimately the maturity of the UK system led to its selection as the main source of
learning.

CONTACT WITH
POTENTIAL
AGENTS
OF
TRANSFER

An Experts Group was established. Assumptions as to the effectiveness of the
overseas models were reputational rather than evidence based.

EMERGENCE OF
TRANSFER
NETWORK

MOHURD, CPMI (as the main agent of policy transfer) and the Experts Group
formed a policy transfer network with responsibility for crafting the regulatory
system, governance and professional training programmes for the Property
Management Programme.

ELITE
&
COGNITIVE
MOBILIZATION

The UK model was never questioned as the key source for learning.

INTERACTION

The Ministry of Construction, the CPMI and several universities held several annual
forums and conferences. The Chinese experts and specialists would exchange ideas
and knowledge and learn about the latest real estate management experiences.

EVALUATION

Much of the data that formed the evidence base was extracted from the internet and
was not the object of significant analysis. Assumptions as to the effectiveness of the
overseas models were reputational rather than evidence based.

DECISION
ENTERS POLICY
STREAM

The Property Management Programme received political and legal backing.

OUTCOME

The process of transfer in this case took place in two stages – international policy
learning from overseas; followed by the national diffusion of innovations.
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8.8.

In Conclusion

The process of learning underpinning the Property Management Programme was
facilitated by the Chinese government’s rhetorical commitment to a “harmonious society”
in which home ownership was promoted as a key Chinese value. The process of transfer
in this case took place in two stages – international policy learning from overseas;
followed by the national diffusion of innovations. Crucially, this case study must also be
understood as a process of elite renewal with elite party cadres seeking to exploit new
opportunities for wealth creation. Chinese citizens are eager to work hard but expect to
live well in a comfortable environment especially after China’s WTO accession.
Expectations for a high quality of life are high particularly among party cadres.
The case study also reveals familiar barriers in the implementation process; conceptual
barriers to understanding market norms and values; institutional resistance from those
intent on maintaining power and lack of capability to run the new system effectively.
Indeed the benefits of using an interactive model of policy transfer networks can be found
once again in this case study. It shows that policy change (the Property Management
Programme) is not a mere epiphenomenon of structural change (globalization processes
and the reform and open door policy); it is shaped by agents, ideas and interests in a
complex interactive process of conflict and learning. It also shows that both positive
experiences and negative lessons are valuable to the importing country especially where
the content of transfer involves strong legalistic elements.
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9
Economic Harmonisation and the World Trade
Organisation – the Case of China’s Growth
Enterprises Market

The creation of China’s Growth Enterprises Market is a classic example of copying with all the
faults associated with plagiarism. Once the system had been copied the Chinese didn’t have the
capability to make it work. The capability had to be built (Author interview, Senior Policy Analyst,
Economic Reform Commission, 18 July 2012, Beijing).

9.1. Introduction
China’s accession to the WTO is a symbol of the success of the ‘Reform and Open Door
Policy’ and may be considered the crowning glory of Deng Xiaoping’s vision of China’s
transition from a socialist market economy to a New Authoritarian Developmental State.
The ‘Reform and Open Door Policy’ created an opportunity structure for constructing a
domestic capital market and China’s accession to the WTO in 2002 provided an
opportunity to harmonise China’s security market with the WTO’s exogenous policy
settings. In many ways the initiative is testimony to the prudence of incremental reform.
The creation of China’s security market is termed the ‘first board’. The Growth
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Enterprises Market (GEM) Board (or the ‘second board’) was launched by China’s
capital market as a strategic response to the need to grow high tech and innovative
enterprises to ensure that the Chinese economy continued to grow (Article 1, 2009).
The establishment of China’s GEM formed part of a broader administrative reform. It is a
‘separate listing venue from the existing first or main board of an exchange, and is used
for smaller, faster-growing and more “entrepreneurial”, companies that have difficulty
meeting the full listing requirements of the Main Board’ (Cheng, 1997, p.241). It was
initiated by the Chinese government during China’s transitional period because of the
need to stimulate small and medium sized businesses as an essential component of a
market-oriented economy (Griffin & Karolyi, 1998). This is a financial policy instrument,
which emerged and developed with the rise of the knowledge economy and as China’s
economic status progressed. In the development of this new financial policy instrument
the Chinese government decided to combine lessons from the US NASDAQ and the UK
AIM (London Stock Exchange) to establish a GEM in China.
The establishment of the GEM offers a good example of institutional transfer from
foreign financial settings to China’s security market. The chapter reviews the certain
aspects of WTO accession that have influenced the reform of China’s financial
management systems. It demonstrates that the Chinese government are more open and
committed to policy learning and lesson drawing in the area of financial management and
security market reform. This is because the security market has been recognised as the
critical policy instrument of China’ financial sector.
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The purpose of this chapter is to provide a policy analysis of the process of learning
underpinning the development of China’s GEM. In order to analyse the GEM as a case of
policy-oriented learning, it is necessary to understand both foreign indigenous settings
(such as corporate governance and information disclosure, listing requirements, delisting
standards and other aspects) as well as characteristic features of China’s security market.
In keeping with this aim, the rest chapter is organized into seven substantive sections and
a conclusion. Part two provides a contextual understanding of the origins of China’s
security market. This section will review the political, economic, and historical
dimensions of China’s Security Market. The third section identifies the role of China
Securities Regulatory Commission (CSRC) in state modernization. The CSRC will be
introduced as a policy transfer agency to the reader. Four core functions of CSRC will be
illustrated: supervision and regulating; scientific research and policy consultation to the
State Council. Fourthly, the section identifies what the GEM is and provides the
condition of its emergence. Here, it will focus on comparing the foreign indigenous
settings. The part five analyses implementation perspective on the achievements or
otherwise of China’s GEM. The part six provides an understanding of establishing the
China’s GEM as a process of Policy-oriented learning. In the concluding section, a
summary is provided of the chapter’s major findings together with an assessment of their
implications for our understanding of the changing nature of the Chinese state.

9.2. The Origins of China’s Capital Market
As Professor Huo Chunhui observes, ‘…the origins of China’s security market are rooted
in the Westernisation movement initiated by the Qing Government in the 1870’s. The
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Westernisation movement brought foreign banks such as the Hong Kong and Shanghai
Banking Corporation Limited (HSBC) into China. The agents set up offices in Hong
Kong and Shanghai and sold share certificates (interview with Chunhui Huo).65 Simply
put, China’s securities market was originally a product of policy transfer in times of
regional dominance through formal imperialism. However, the growth of the securities
market was successively thwarted by the collapse of the Qing dynasty, the first civil war,
the Second World War, the second civil war and the Great Proletarian Cultural
Revolution after the foundation of the People’s Republic of China.
China’s securities market emerged with the implementation of the ‘Reform and Open
Door Policy’ in the late 1970s. The Shanghai Stock Exchange (SHSE) and the Shenzhen
Stock Exchange (SZSE) were both established in December 1990, after some joint-stock
companies were founded in China, for instance, the Beijing Tianqiao Department Store
Co. Ltd (CSRC, 2007).
The Chinese securities market is made up of the A shares plate and B shares plate, and
the two kinds of shares all go public and are traded on the SHSE as well as the SZSE.
With respective names, A and B refer to different kinds of companies. Companies issue
common shares in A plate are that incorporated and registered in mainland China and
traded by domestic entities or retail investors in Chinese currency, while companies
registered in mainland China and listed on a Chinese stock exchange but subscribed to
and traded in foreign currencies, are the subjects of common shares issued in B plate.
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  Author interview, China, 2011. Huo Chunhui, Associated Professor, Associated Dean of Business
School at Liaoning University; member of International Association for Chinese Management Research. P.
R. China. 27 March 2011. This actor was involved in the process of policy transfer.	
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Specifically, for example, the Shenzhen Shekou Anda Industry Co. Ltd. was listed on
December 1, 1990, which marked the inception of the A shares and the embarking on a
rapid path to develop China’s securities markets (interview with Jiachun Sun).66
The difference between A and B share plate is not only about the attributes of companies,
but also about the target of setting. Domestic citizens are allowed to trade B shares in
foreign currencies, which can attract the participation of international investors and so
enable Chinese companies to raise foreign capital. Consequently, the emergence of B
shares marked the primary step in the internationalization of China’s capital market.
(CSRC, 2007, p8-11).

The Shanghai Stock Exchange (SHSE)
As the Chinese Securities Regulatory Commission (2007) states, “Since the Shanghai
Stock Exchange’s establishment on 26th November, 1990, it has grown rapidly and
developed as the major board in China’s securities market. There are some progress of it.
To begin with, by the end of 2006, SHSE had a total of 842 listed companies with 886
equities, with total market capitalization of 7,161 billion RMB. Furthermore, the 151
members of SHSE included 138 domestic securities firms, twelve trust and investment
companies and three overseas special members, and SHSE’s B-share trading had also
been granted to 46 overseas securities companies. Finally, the SHSE has sixteen
departments in charge of, respectively: office administration, trading management, listed
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Author Interview. Jiachun Sun The Deputy Secretary (Business, Finance and Banking) of the Department
of Political and Law in Benxi City. Liaoning Province. P.R.China.13 June 2011. This actor was involved in
the process of policy transfer.
See also: China Securities Regulatory Commission at:
http://www.csrc.gov.cn (accessed 8 November 2013).	
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companies, market surveillance, member supervision, bonds and funds, legal affairs, IT,
research, and two subsidiaries. These departments support the trading system to enable it
to handle many transactions per second”. (CSRC, 2007.p38)

The Shenzhen Stock Exchange (SZSE)
The Shenzhen Stock Exchange is set up to trade securities in the Shenzhen Special
Economic Zone. On the 1st December 1990 is unique place allowing Small- and
Medium-sized Enterprises (SME) to list, which allows direct financing for Hi-tech and
rapidly-growing SMEs. The SZSE lists 579 companies with 621 equities, with 102 firms
listed in the SME segment. Furthermore, at the end of 2006, the total market
capitalization of the SZSE was 1,779.2 billion RMB (CSRC, 2007.p39).
In term of securities trade, SZSE currently has 176 members, of which 141 are domestic
securities companies, 32 are domestic corporations and three are overseas firms.

. In

addition, SZSE has 20 million routine trades per day. 19 overseas securities firms have
particular B-share trading places. The SZSE has sixteen departments responsible for
market scrutiny, member management, funds, and bonds (CSRC, 2007. .p39).
As one of two mainland stock exchanges, in comparison with the SHSE, SZSE has two
advantages. Firstly, with the intention of timely identification, cessation and punishment
of wrongdoing, SZSE has put a wide-ranging and well-computerized forefront scrutiny
system in place. Secondly, having establishing a comprehensive information network,
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SZSE favours the collection of market data and news of public corporations, and
guarantees to diffuse market information promptly (interview with Jiachun Sun).67
By the end of 2006, China’s capital market had grown exponentially. As the CSRC states:
With the development of the SHSE and the SZSE, China’s capital market has increased
exponentially in recent years. Following is some evidence of the increase. To begin with,
companies issuing B shares account for 109 of the 1,434 public companies in China. In
the capital markets, the total market capitalization is 8,940.4 billion RMB, the tradable
capitalization is RMB 2,500.4 billion, 1,265.5 billion shares were launched, and 78.49
million securities investment accounts are operated mainly by retail investors. Among
institutional investors, there are 104 securities firms, 58 securities investment funds
management corporations, 52 Qualified Foreign Institutional Investors (QFIIs), a wealth
of insurance firms, company annuities and the Chinese National Social Security Fund.
The development of these institutional investors is promoted and nurtured by the Chinese
government. Last but not least, centralized trading and settlement systems dematerialize
and implement all terminal securities investment fund units and stocks’ trade. (CSRC,
2006)

H-Shares
Local companies are also encouraged to list themselves on international capital markets
such as H-Share. As Zhihua Wang notes, H-share stands for the shares issued in Hong
Kong by the domestically listed Chinese companies (According to interview with Zhihua
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Also see CSRC (2006).
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Wang). 68 It supports growth and provides new financing methods to the domestic
enterprises. As theCSRC (2007) states, over 143 domestic companies had issued Hshares and listed on the international capital markets, and raised a total capital of $ 94.89
billion. Meanwhile, China’s security market opened more widely than ever before. As a
requirement of bilateral agreement, international investing has been allowed directly into
China’s A shares market via the Qualified Foreign Institutional Investor (QFII) scheme in
2002. Seven licensed joint venture securities companies and twenty-four joint venture
fund management companies had been licensed by the end of 2006 (CSRC, 2006, 2007).
This not only promotes a more effective Chinese capital market system, but also offers an
opportunity that motivates China’s security market actors to learn from advanced
investment philosophies and better practices and implement them into the endogenous
settings.
As Global Financial Crisis has caused serious influence in Chinese economic growth,
capital market was the first to be destroyed. As a result, appropriate reformation is really
critical for China’s capital market. Under this circumstance, China’s Securities
Regulatory Commission (CSRC) and policy makers have no choice but to initiate
reformation system in order to improve the efficiency and effectiveness, optimize the
functions and reinforce infrastructures of securities market. CSRC took serious capital
market reformation in 2007. It made rigid market supervision on the disclosure of
information and regulates market transactions as well as woke up shareholder
responsiveness. Besides, it also put forward higher-level risk management system to
lower the risk of investment, which also acts on increasing the confidence of investors.
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Author interview, Zhihua Wang, expert on securities reform, P. R. China, 6 June 2011. This actor was
involved in the process of policy transfer.
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Last but not the least, CSRC also facilitated and stimulated the multiple structure of
capital market, to ensure the equity and efficiency of capital market.

9.3. The China Securities Regulatory Commission (CSRC)
In order to meet the challenge of developing China’s financial sector and securities
market, the State Securities Commission (SSC) and China Securities Regulatory
Commission (CSRC) were set up at October 1992 in accordance with the development of
a unified regulatory regime. The SSC is an authority to manage the securities market at
nation’s macro-level. And the CSRC is the executive body of SSC in accordance with
laws and other legal issues to regulate the securities market. According to the State
Council reform plan and the requirement of centralizing the authorities, the SSC merged
with the CSRC to compose a new institution, which is still called the CSRC and is
directly answerable to the State Council. As a ministerial-level department, CSRC is a
central authority for monitoring all listed companies, auditing their finance and
performance, examining and approving the listing requires and conditions, and governing
China’s securities market. CSRC also provides a policy consultancy service to the central
government and State Council as well as organizing series of academic research projects
in the area of financial management and managing the securities market (see:
www.gov.cn).69
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www.gov.cn is the official website of Chinese Central Government (accessed 10 December 2013).
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The Main Functions of the China Securities Regulatory Commission
Before the establishment of the CSRC, the Ministry of Finance was partly responsible for
managing the securities market in China. With the establishment of CSRC, China’s
securities market was fully launched. CSRC now has four main functions: supervision,
consultancy, research, and monitoring. As the role operator of the GEM programme,
CSRC’s functions directly influence the process of policy-oriented learning (see:
www.mof.gov.cn, www.csrc.gov.cn)70.

Box: 9. 1. Supervising and Regulating Function of CSRC
Regulating all of the activities of the listing companies in domestic security market.
Supervising all of the business activities of domestic companies who engaged in the overseas futures
business.
Regulating and supervising the duties and obligation of the listed companies.
Regulating and supervising all of the activities of the futures market, the securities and futures companies,
securities investment fund management companies, securities registration and settlement companies,
futures clearing institutes, securities and futures investment consulting institutions, securities credit rating
agencies. Thus guiding China securities sector, Futures Industry Association to carry out the criteria of
managing the securities and futures qualified practitioners.
Direct or indirect supervising the domestic enterprises to offer and list at overseas.
Regulating and supervising the local securities agency to set up securities institutions at overseas security
market.
Regulating overseas institutions to set up domestic securities institutions to engaged in securities business.
Regulating and supervising the information dissemination at Securities and futures market.
Source: developed from www.mof.gov.cn and www.csrc.gov.cn
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www.mof.gov.cn is the official website of China’s Ministry of Finance. www. csrc.gov.cn is the official
website of China Security and Regulatory Commission (accessed 10 December 2013).
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Supervising and Regulating
As the highest-level authorized governmental institution in Chinese security sector,
CSRC undertakes a series of supervising and regulating tasks given directly by the State
Council. This includes (See Box: 9.1)

Research and Consultancy
The research and consultancy functions of the CSRC are closely connected with each
other. Since it was founded, CSRC has run the entire national level research project and
has launched a research platform, which collaborates with universities on securities issues.
Most importantly, CSRC has been trusted and authorized by the Central Government and
State Council to host a series of key research activities such as editing the regulation of
securities market, updating the performance of China’s securities market, reforming
functions and building a unified marketing regime.

CSRC is also an organization that formulates policy documents and conducts
consultation exercises on the key principles, policies and regulations of the securities
market. Some of the consultations have been attended by the President and the Premier of
the State Council. Moreover, CSRC will write its guidance on the annual development
plan to the securities market and report its coordination plan to the Central Government
and State Council. Furthermore, the CSRC also conducts inspections of various
departments that are concerned with the securities market.
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The Structure of the China Securities Regulatory Commission
As a ministerial level institute, CSRC is composed of eighteen departments. They are all
in charge of monitoring, controlling and research and consultancy with the exception of
the administrative office and human resource office. CRSC also has one Inspection Corp
and three subsidiary centres. Moreover, CSRC has set up 36 Securities Authorities in
each province and municipality as well as securities regulatory offices in Shanghai and
Shenzhen. Furthermore, it also has an Office of International Cooperation responsible for
international affairs (see: www.csrc.gov.cn).

9.4.

The Emergence of the Growth Enterprise Market Board

A GEM refers a term to provide a new method for raising capital and ensuring the
healthy growth of small-medium sized, high potential and technically innovative
companies which cannot enter the main capital market directly (Jingu & Kamiyama,
2008) as the listing conditions are less demanding than those for the main board (See Box
9.2). It is also an effective supplement to the Main Board. In summary, it is a unique
financial instrument, which supplies high-tech enterprises and growing SMEs with forms
of financing that they cannot access elsewhere.
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Box 9.2. Comparison of Listing Rules
Main Board

Second Board

(Measures for the Administration of Initial Public
Offering and Listing of Stocks)

(Interim Measures on the Administration of Initial Public
Offerings and Listings of Shares on the ChiNext)

Qualifications for issuers:

Qualifications for issuers:

The issuer must be a duly incorporated company limited by
shares and must have been in operation for more than three
consecutive years. For any company limited by shares which
has been transformed as a whole from a limited liability
company by converting its original book value of net assets
into shares. The required operation period may be counted
from the date of establishment of the limited liability
company (Article 9)

The issuer must be a duly incorporated company limited by
shares and must have been in operation for more than three
consecutive years. For any company limited by shares, which
has been transformed as a whole from a limited liability
company by converting its original book value of net assets
into shares, the required operation period may be counted from
the date of establishment of the limited liability company
(Article 10 (1)).

In the last two years, there must have been no significant
changes in the principal business, directors and senior
management of the issuer, nor any change of its de facto
controller (Article 13).

In the last two years, there must have been no significant
changes in the principal business, directors and senior
management of the issuer, nor any change of its de facto
controller (Article 13).

Financial and accounting requirements:

Financial and accounting requirements:

The issuer must have been profitable in the most recent three
consecutive years, with accumulated profits more than
RMB30mn and in steady growth. Net profits shall be
calculated based on the amount before or after deducting
non-recurring profits and losses, whichever is smaller
(Article 33).

The issuer must have been profitable in the most recent two
consecutive years, with accumulated profits of no less than
RMB10mn and in steady growth.

The issuer must have a net cash flow of more than
RMB50mn accumulatively, or have a business income of
more than RMB300mn accumulatively for the latest three
accounting years (Article 33).

The issuer must have a total amount of stock capital of no
less than RMB30mn before the IPO (Article 33).

The proportion of its intangible assets (upon deduction of its
land use right, right to aquatic breeding and right to mining)
in its net assets not being higher than 20% at the end of the

Or the issuer must have been profitable in the most recent year
with net profits of no less than RMB5mn and revenues of no
less than RMB50mn, and its revenue growth rate for either of
the most recent two years must have been no less than 30%.
Net profits shall be calculated based on the amount before or
after deducting non-recurring profits and losses, whichever is
smaller (Article 10(2)) .

The issuer must have net assets of no less than RMB20mn at
the end of the most recent accounting period with no uncovered
losses (Article 10 (3)).

The issuer must have a total share capital of no less than
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most recent accounting period (Article 33).

RMB30mn after the IPO (Article 10 (4)).

The issuer must have no uncovered losses in the latest period
(Article33).

Source: NICMR, from Measures for the Administration of Initial Public Offering and Listing of Stocks (2006) and
Interim Measures on the Administration of Initial Public Offerings and Listings of Shares on the ChiNext (2009).

As noted above, the GEM board is generally called the Second Board in China. The
GEM Board is responsible for modernizing China’s financial sector. As Zhou Xiaochuan
observes: ‘To promote the development of China’s financial sector and industry, Chinese
government, the CSRC and China’s securities market announced the agreement of
establishing the GEM board in April, 2000’ (According to interview with Chunhui Huo).
The initiative was started in April 2000 and the GEM was finally successfully set up on
23rd October, 2009. The reform was facilitated through a policy transfer network, which
includes representatives from the CSRC (as the key stakeholder in the learning process),
AIM from the UK and the USA’s NASDAQ. Let me now evaluate the case study using
the policy transfer network approach.

Problem Recognition
The establishment of China’s GEM was a natural corollary of WTO accession and the
need to harmonise endogenous and exogenous market policy settings. As Guoqing Zhao
states, “by the end of 2006, there were forty one GEMs in the World. Despite being a
BRIC (Brazil, Russia, India and China) country, China still had no GEM Board at that
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time” (According to interview with Guoqing Zhao).71 This was not commensurable with
China’s economic status. Meanwhile, the difficulties of financing SEMs and neo-natal
enterprises, and the slow pace of high-tech innovation and development, posed
significant problems in China’s economic and social development (Jingu, 2009a. Jingu,
2009b). The establishment of a GEM was viewed to be the answer to these economic
development problems. In addition, the creation of a GEM would also allow China to
meet other international standards as determined by WTO membership.
Hence China’s Security Market embarked on a process of international policy learning
that was closely supervised by the Chinese government to create a GEM that combined
the best of Chinese and international practices. This also represented an important
moment in China’s economic development as it was associated with a shift from
traditional manufacturing industry towards innovative and high-tech-value industries
(Roll, 1992. Heston & Rouwenhorst, 1994). This would motivate the security market to
expand its scope of business, build a more effective infrastructure and establish a rigorous
set of standards to inform China’s security market development.
The overall aims of establishing the GEM Board are to provide assistance in the process
of economic and social development in China and to increase the mobility of China’s
securities market in order to avoid the financial risk and crisis. The specific objectives of
establishing the GEM Board were to develop China’s securities market to: contribute the
national strategic reform and development in China’s financial sector; meet the
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  Author’s interview, Guoqing Zhao, Floor Manager in Tong Daxin Stock and Securities Exchange at
Benxi City Branch, P. R. China. 4 July 2011. This actor was involved in the process of policy transfer.	
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international standard of securities market; professionalize the China’s securities market
in order to unify the regime; and, develop links between the indigenous securities market
and exogenous markets such as AIM and NASDAQ.

The GEM programme has five components (see Box 9.3). It has made an extremely
effective contribution to the development of China’s securities market and financial
sector reform since its inception in the sense that it has provided assistance in the process
of economic and social reform and development in China and increased the
understanding and knowledge of the financial management between China and the other
member of WTO. Launching the GEM in China’s securities market has modernized
financial management processes in China and helped to foster the ideology of the
“Unified Market-Oriented Economy”.
As a consequence of the ‘Reform and Open Door Policy’, SMEs have become a crucial
component of China’s economic and social development in the last three decades. But
limited financing methods have restricted the development of SMEs in China. The
capital market is not only a crucial support for the development of the entities, but also
contributes to the current predicament of SMEs. Although China's capital market has
applied a series of reforms and innovations in recent years in order to provide support for
high-tech industry development and the industrialization of scientific and technological
achievements, it is far behind where it needs to be proportionate with national economic
growth and cannot satisfy the financing needs of the enterprises. The current financing
system is not conducive for SMEs to access capital markets because of the delay in Initial
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Public Offerings (IPOs), high costs and complex processes. In this sense, the
establishment of GEM is vitally important to promote China’s economic development.
Box 9.3. The Five Components of the GEM Programme
Component One: A new method of financing: Launching the GEM Board into China not only provides
a new financing method for high-technology and innovative enterprises, but also for Small- and Mediumsized Enterprises (SMEs). The aims of Component One are to promote the China’s securities market and to
facilitate systematic financial channels to improve the function of China’s financial sector and strengthen
its learning capacity. In order to integrate the foreign lessons, China’s securities market implemented four
new financing methods for high-technology and innovative enterprises and SMEs: a) Internal financing (a
type of financing which is determined by internal accumulation). There are three ways to gain internal
financing through capital reserves, depreciation and retained earnings; b) Direct financing, it is a means of
financing through surplus capital purchases bonds. This mainly refers to financing from the stock market or
through venture investment; c) indirect financing, is a type of capital flow that happens between cash
demanders and cash suppliers through bank credits; and d) political financing, which is based on
government guarantees. In addition, banks provide financial support to IT companies according to certain
government policies. A, B and C are initiatives drawn from the AIM and NASDAQ. D is a peculiarly
Chinese practice.
Component Two: Build an entrepreneurial asset evaluating system through the market mechanism
to promote the knowledge economy: The objective of Component Two is to foster the prestige of the
market by ensuring that entrepreneurship and creativity is respected, protected and rewarded. This
component was a lesson drawn from the AIM.
Component Three: Risk management: This component aims to enhance the capability of China’s
securities market by opening it up to managed venture investment and inviting more participation to share
risk and ensure flexibility. In China, venture investment is strictly administered by government. The funds
mainly come from government grants. This component was a lesson drawn from the NASDAQ.
Component Four: Establishing the Stock Option Incentives Mechanism: This component is used to
enhance the flexibility of high-technology and innovative enterprises and SME’s by using stock options as
an incentive to improve employee morale. In China, listing requirements of the Main Board are too difficult
for high-technology and innovative enterprises and SME’s. Hence stock options can be used to incentivize
employees rather than using performance-related pay.
Component Five: Building a Modern Enterprise Institute: This is an evaluative, audit component
focusing on Anti-corruption programming.

Source: develop from www.mof.gov.cn and www.csrc.gov.cn

Although China has consistently had the fastest economic growth rate in the world, it has
taken ten years for the GEM to be launched since its first announcement in 1998. As
Professor Chunhui Huo observes ‘In January 1998, the State Science and Technology
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Commission and relevant departments decided to establish the pilot program and the
mechanism of risk investment in high-tech enterprises. Twelve months later, the
Shenzhen Stock Market presented ‘The Long Term Market Proposal’ to the Commission.
In March of 1999, the CSRC clearly officially stated ‘to consider establishing the High
technological and innovated companies plate in China’s securities market’ for the first
time. In the Second Session of the sixteenth CPC Central Committee meeting, the
resolution to promote and build the venture capital and the Growth Enterprise Market
was passed (in 2000). On 31st January 2004, the State Council issued ‘the number of
views on promoting the securities market reformation and stable development’. The State
Council gave permission to develop a construction program in the GEM multi-level
capital market. At the beginning of 2008, Shang Fuling, the Chairman of Securities and
Futures Commission, declared that the SFC would accelerate to introduce the GEM in
2008. Only after one week, the draft of GEM initial Public Offerings (IPO) Regulations
was released. On 31st of March 2009, the CSRC officially released the regulations and
management approaches to the first public issuing shares and listing on the GEM. On the
8th of May, the Shenzhen Stock Market issued the draft of the GEM Listing Rules for
public opinion, and the final edition was completed by the 5th of June. On the 20th of
July the CSRC announced that the 26th of July 2009 would be the opening day for GEM
listing applications. On 14th August 2009 the first GEM Audit Committee was
established in Beijing. On the 17th of October 2009, Fulin Shang announced that the
GEM board would be opening on 23rd October 2009 (Author interview op cit).
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The Chinese government and authorities were prudent in the process of establishing the
GEM. As its function is different to the motherboard, its role will be critical to the further
development of China’s capital market. As Cavaglia et al (2000) and L’Her et al (2002)
note the capital market is unique in supervising and setting standards, while the GEM is
important in building-up the multi-level capital market and promoting the development of
venture capital. Although the development of global economies still remains uncertain
under the negative impact of the global financial crisis, the introduction of China’s GEM
is timely and an inevitable choice to meet the demand of SMEs to go public, and it also
satisfies the development of China’s economy. However, in view of the current complex
economic environment, the Chinese government and security commission inevitably
draw on lessons from other countries that have successful experiences and practices and
even negative lessons so as to secure the development of China’s capital sector.

The Search for Ideas
The administration of President Jiang Zemin’s and Hu Jintao’s governments proved to be successful in the
economic area and China’s securities market developed quickly under their administrations. However,
insufficient supply in the securities market became a serious problem and attracted the attention of policy
makers in China’s capital markets. As China’s securities market has a very short history and extremely
limited administrative experience, it was necessary to learn from the development and operational
processes of the second board market worldwide. Although the USA’s NASDAQ, the British AIM and the
Hong Kong GEM boards have some distinguishing features, all of them share strong similarities. Although
there are many GEM markets in the world, successful cases are few. As Jing Jiang notes: “GEM is not a
new arrangement in the world. The ready-made model lessons would be drawn from the international
community. As the borrower, we should learn from the successful experiences and settings, but most
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importantly, to rationally analyse the negative impacts. The launching of the GEM is a strategic initiative
that can be adapted by China in order to accommodate the economic situation and market development. In
this vein, China must eliminate the possibility of failure to secure the sustainable development of China’s
GEM market.” (Author interview op cit).72

Lessons from NASDAQ and AIM
At the outset, the USA’s NASDAQ and the UK’s AIM were viewed to be the main sources of learning for
China as they are the most successful exemplars in the capital market. The Vice-president of Shenzhen
Stock Exchange, Zhou Ming, concluded that the main lessons that China’s security market should learn
from NASDAQ and AIMs are:
a)

The Stringent Listing Standard. In comparison with the main board market, the listing requirements
are relatively low. But it does not hold up that the prospective listing companies with poor quality
are allowed to go public in the GEM board;

b)

The Multi-Level Structure of GEM. Compared with other GEM or second boards in the rest of
world, the NASDAQ and AIM have a multi-level structure. This avoids some potential risks such as
the bursting of the internet bubble which caused the collapse of other GEMs; and

c)

The Regulation and Supervision of Listed Companies. Compared with other GEM or second boards,
the regulation and supervision systems of the NASDAQ and AIM are morenormalized. As the major
members of listed companies in the GEM are the burgeoning SMEs, the normalised regulation and
supervision system would restrict and lessen the risks for listed companies (According to interview
with Guoqing Zhao).

Accordingly, it was claimed that by drawing on successful international lessons, particular from the UK
and the USA, the potential for sustainable growth and development of China’s GEM would be achieved. It
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Author interview, Jing Jiang, Director in Charge of financial issues in Benxi city, Liaoning Province.
P.R.China.30 June 2011. This actor was involved in the process of policy transfer.
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was thus agreed that China’s securities market should mirror the UK and the USA plates to avoid operating,
technical, appraising, and stock price volatility risks (Chan& Fong, 2000; Schwert, 2001). As a
consequence, the GEM was established by the need to modernise the financing methods through the
adoption of foreign Second Board working schemes and incentives, the simplification of procedures and
the modernization of management arrangements. It drew direct lessons from the US NASDAQ and the UK
AIM.

The NASDAQ was founded in February 1971 and by the end of 2010, it had become the
leader of second board markets and ranked as the second among the world’s security
markets in the term of dollar trading volume and market capitalisation (According to
interview with Zhihua Wang). The success of NASDAQ prompted replication throughout
the global security market. As Professor Chunhui Huo observes:
In North America, NASDAQ-CANADA was founded in 2000. In Europe, EASDAQ has been in
motion since 1996. In Asia, the countries and regions, such as Singapore, Japan, South Korea,
Malaysia, and Taiwan established their own second board before the new millennium . (Author

interview op cit).

The majority of share certificates that are traded on second board markets are circulated
through NASDAQ (Chan et al, 1995. Kandel and Marx, 1997). It has therefore become a
crucial instrument of market learning around the world.
Since the 1980s, the British government has directed significant attention towards the
direct financing of SMEs, especially IT companies. The government established the
AIMs USMs, and TECH markets. Because of the shrinking trading volume, USM has
now closed, and the TECH market is now contracting. Currently, the AIMs has become
the dominant GEM in the British capital market. AlMs refers to the Alternative
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Investment Market. It is also known as a high-growth market in the UK. As Professor
Chunhui Huo clarifies:
At its inception in June 1995, there were only ten listed companies with a total market capitalization
of 88.2 million Euros. By the end of 1995, the number of listed companies had reached 121, with a
total market capitalization of nearly 24 million British Pounds. In 2007, there were more than 2000
companies listed on the AIM and its capital amounted to 29 billion US dollars. By the end of 2008, it
was joined by 212 overseas companies raising the funds to 190 million GBPs.( Author interview

op cit).

Professor Chunhui Huo also suggests that the AIM of the London Stock Exchange has
become one of the major global financial markets for SMEs. In comparison with the
NASDAQ, the AIM is comprised of thirty-nine industry-sections, 104 sub-sections such
as mining, energy, traditional industries, financial services, and IT and other emerging
industries.(Author interview op cit).

The AIM is an independent market separate from the motherboard of the London Stock
Exchange. It is a self-governed institution whose main feature are the lower listing
standards. The companies that apply for listing on the AIM only have to satisfy the
requirement that they have sufficient operational funds to support the current demand for
at least the past twelve months. Even if the net profits of the principal business were in
deficit in last two years, the company can be listed (Author interview op cit). The other
feature of AIM is the Sponsor System. The professional consultant (sponsor) is the key
component of the AIM and will assist the company to make full disclosure of listing
documents and to provide ongoing collaboration to meet regulatory requirements.
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Both the NASDAQ and AIM systems present important lessons for China’s security
market. AIM has a more pluralistic system. This is very similar to the industrydevelopmental structure of the UK. It not only expands the scope of the security market,
but also effectively avoids the systemic risk of markets.

Furthermore, the listing

threshold of AIM is relative lower than that of the NASDAQ. Professor Chunhui Huo
notes that:
…the prospective listing companies only spend an average of 7,000 US dollars to list on AIM, while
100,000 US dollars to go public on the NASDAQ and ten times more in China. AIM also had a
special simplified-listing process. If the companies have been listed on the overseas market for more
than eighteen months, they can list on AIM directly. (Author interview op cit).

On the contrary, the NASDAQ has higher requirements on financial issues and corporate
governance for prospective listing companies. Indeed a company cannot be able to be
listed on NASDAQ until all these requirements have been met. From another perspective,
NASDAQ has become an international benchmark for the financing of SMEs globally.
Although the high-tech bubble burst in 2000 led to NASDAQ experiencing significant
losses, the market was restored to health in a relatively short period of time due to its risk
control capacity. Its’ key success mechanisms are threefold. Firstly, the existence of a
multi-level structure. Guoqing Zhao states that in February 2006, the NASDAQ divided
the market into three levels: the ‘NASDAQ Global Selected Market’, the ‘NASDAQ
Global Market’ and the ‘NASDAQ Capital Market’ (Author interview op cit). It further
optimized the structure of the market and attracted different levels of enterprises to go
public. It then met the different needs of enterprises and investors, and the multi-level
market structure has effectively controlled the capital venture, and protected the interests
of investors in order to attract more investors.
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Secondly, the flexible conversion of all levels of the market. NASDAQ is an independent
market. This means that the operation of NASDAQ is not necessarily related to the main
board market. As the supplement to the main board, small companies are encouraged to
list on the NASDAQ, and subsequently go public on the main board through a simple
procedure when the conditions are ripe in NASDAQ. To avoid adverse selection
problems, not all companies are recommended to go public onto the main board. This
ensures the healthy operation of the NASDAQ market.
Thirdly, NASDAQ high-tech companies have to continually strengthen their corporate
governance. Most of the enterprises listed on the GEM are small- and medium-sized
enterprises. To compare with the companies on the main board, the venture capital of the
companies listed on the GEM is very large because of the low listing threshold of GEM.
Hence as Jing Jiang emphasizes, the NASDAQ proposed 25 amendments to corporate
governance on 10th October 2002 after the US Sarbanes-Oxley Act was announced
(interview with Jing Jiang). This reinforced the power of independent directors to
enhance financial transparency and protection of the interests of investors. It not only
increased the market transparency, but also attracted more companies to enter the GEM.

9.5. Establishing the GEM – an Implementation Perspective
The establishment of the Chinese GEM required some changes internally to China’s
securities market. It was a gradual process implemented over a ten-year time frame.
Moreover, there were some implementation gaps to overcome to secure the success of the
initiative. This section will explore the implementation gaps that emerged during the
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period of change. It is noteworthy that in this case a process of cultural assimilation of the
GEM into the Chinese context took place in the implementation process rather than
through piloting or other simulation exercises.

The Preparatory Phase
The preparatory phase for establishing GEM in China required the participation of
internal and overseas experts. With a ten-year induction period, China’s security market
gradually increased its adoption of the features of the USA and UK GEMs. In order to
craft the best institutional design, the Chinese government energetically searched for
solutions and contact with foreign experts to integrate the GEM model into local
circumstances. In consequence, foreign experts were integrated into the core design team
and stayed in regular contact as the programme rolled out. The launch of the GEM was
both a financial and a political phenomenon, which emerged and developed with the rise
of the knowledge economy as the national economy proceeded to a mature stage. Jiachun
Sun points out that it was crucial to learn the lessons and experiences from the more
advanced security market:
The GEM provides the method of rising capital and the space for growing the high potential and
tech-innovative companies, which could not enter the main capital market directly. It is a new
mission for China to develop its economy and promote the building of a sound capital market system.
The ready-made external solutions could be transferred and the mission should be completed within
the period of the 12th-5 national economic planning. (Author interview op cit).

China’s SRC officials understood that the launch of GEM was a phenomenon of policyoriented learning. However, this programme was a time consuming shortcut as it took ten
years to establish since its first announcement. As Professor Chunhui Huo states:‘In
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January 1998, the State Science and Technology Commission and relevant departments
decided to establish the pilot program and the mechanism of the risk investment in hightech enterprises. Twelve months later the Shenzhen Stock Market presented the ‘Proposal
of Long Term Market’ to the Commission. In March of 1999, the CSRC clearly officially
stated ‘to consider establishing the High Technological innovated companies plate in
Shanghai and Shenzhen Stock Market’ for the first time. And not long after, the official,
Zhou Xiaochuan, announced that China Securities Regulatory Commission would set up
the second board market in April of 2000. In the Second Session of the Sixteen CPC
Central Committee meeting, the resolution for promoting and building the venture capital
and the Growth Enterprise Market was passed. Zhou Xiaochuan also put it in this way:
“We started working out GEM without actually having any experiences”’ (Author
interview op cit).
And then, the project had to be structured into gradual introduction stages. By the end of
2004, the State Council issued ‘the number of views on promoting the capital market
reform and stable development’, and gave permission to establish the GEM construction
program in China’s security market. It was aimed at enhancing the project as they were
considered compromises of the Socialist Market Economy to the New Authoritarian
Developmental State. Afterwards, in 2005, Shang Fulin comments that it was necessary
to draw the positive and negative lessons and to get the experiences based on
international standards to improve the program, to make it more appropriate and smooth
to the status of China’s economy. In the meantime, as stated previously, the staff had to
be trained permanently. And finally, the operation of establishing China’s GEM

245	
  
	
  

demanded organisational changes at the interior of China’s security sector. To sum up,
China’s GEM was finally launched on 23rd October 2009 (Author interview op cit).

Market Impact
The Chinese government, the Ministry of Finance, and particularly the SRC, believe that
the GEM was a successful stimulant to China’s security market. As Professor Chunhui
Huo observes: ‘GEM has been claimed as a great success and certainly the official
statistics up until recently support this view’ (Author interview op cit). The backing of the
government was possible because the launch of the GEM fitted with the focus of the
financial reforms and development of China’s capital market and directly contributed to a
comprehensive financing system for the Small and Medium Enterprises. The
establishment of China’s GEM would relieve market pressures, both internally and
externally. In addition, it also indirectly contributed to the Chinese government achieving
its economic and political aims in 12th five-year plan of National development.

Implementation Gaps
After ten years of gestation and two years of operation of the second board market, the
GEM still faces operational challenges, most of them derived from the political vision of
the Chinese government. In a sense, as Jing Jiang argues, the lack of managerial
experience has prevented China’s GEM from receiving enough supervision and the
acquisition of new ideas from the WTO accession has made the programme of reform
more “urgent and necessary”. Therefore, the lack of infrastructure of expert support
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constitutes the main problem in embedding China’s GEM. In order to operate the
programme well, further international lessons and continuous capability development are
required. At the Beijing International Finance Forum, the Deputy Chairman Li Xinhua of
SRC (2010) suggested that ‘the origin of the problem is that the previous indigenous
settings have no idea about what the GEM is. However, our government will complete
the mission of building up a proper trading system of GEM to promote the healthy
development of China’s capital market’ (Author interview op cit).
Even though the founding of the GEM can alleviate the financing difficulties to some
extent, major problems still exist in this newly open market. For example, overpriced
issue of stocks means that the issuing system is not mature enough. Secondly, the
implausibly high rate of return will stimulate more investors, and the strong opportunism
will be harmful to the stability of China’s capital market. Thirdly, as Guoqing Zhao states,
the total market value in the growth enterprise market decreased by 16.08 billion RMB
from 30th October to 6th November, which means that the value of each individual stock
in this market has decreased 96 million RMB each day. This means that nearly 97% of
the investors have suffered a loss of 30 billion RMB (interview with Guoqing Zhao).
Hence, building a more rigorous regulatory system is a prerequisite for the healthy
development of China’s GEM. However, compared with overseas growth enterprise
markets, China’s GEM is in its infancy and there are still many positive international
lessons that should be drawn from overseas in order to make the GEM in China more
robust.
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9.6. Understanding China’s Growth Enterprises Market as a Process of
Policy-Oriented Learning
The establishment of the GEM was derived from the reform of China’s financial sector,
and inspired by WTO guidelines that stressed the necessity of using new methods to
simplify financing procedures and improve the quality of financial services. During the
establishment process, it relied on overseas experts from the NASDAQ and AIM to
provide specialist expertise. However, Chinese policy-makers had already decided to
implement a hybrid Second Board that combined lessons from the two exemplars with
some authentic Chinese characteristics in regulatory terms. Hence no process of cognitive
mobilisation or winning the war of ideas was required. This was an exercise in
retrofitting the new system to meet decisions already taken. Problems of cultural
assimilation would be dealt with in the implementation process by another transfer
network, which we will term an implementation transfer network consisting of:
The companies and corporations successfully listed in the overseas GEM;
Experts on financial regulations who received MBAs in nations that had already
created GEMs such as the US and the UK; and,
Members of the CSRC, and the Chinese Ministry of Finance.
Indeed, it is noteworthy that an on the job training programme run by the American
Security Committee was run during the implementation phase of the Board. As Shang
Fulin, 2006) observed:
It was necessary to understand the programme in a technical way because the officials involved in
the project had a different academic background. The computer was not our instrument of work; we
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had to learn. That is why we design rigorous training programmes during the rollout of the Board
73
led by foreign experts.

Moreover, it was in the implementation phase that cultural assimilation or the
development of Chinese characteristics emerged. Once members of the CSRC understood
the foreign lessons they built new mechanisms around specific needs. For example, the
GEM had to attract foreign investors and while most other GEMs use an independent
trading system and management mechanisms rather than relying on the mother-board
(Christie and Schultz, 1994. Porter and Weaver, 1998), the GEM itself took on this role.
In addition, overseas GEMs have a more severe supervising mechanism to monitor the
listing companies because of the high risks involved. Some GEMs require the investors to
make a self-guarantee by emphasising the information disclosure system, which
guarantees high transparency in the security market. Others have a sponsor system to
modernize the company’s operation mechanisms to reduce the likelihood of illegality.
The Chinese system is lighter touch in these respects. Indeed the great irony here is that
the Chinese government would see the reduction of red tape and regulation as a way of
achieving comparative advantage.
In sum then, this is a classic story of pragmatic Chinese learning in which positive and
negative lessons are drawn from overseas exemplars (AIM and NASDAQ) but
opportunities for comparative advantage are identified in the process of implementation.
What is particularly interesting here is the way in which agents work structure to gain
advantage. A priori this looks like a case in which exogenous structural change brought
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Sources from China Securities Regulatory Commission see: http://www.csrc.gov.cn. Also see:
http://xmpg.org.cn/document/20100803104834843657.pdf (accessed 18 September, 2011).
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about by WTO membership leads to endogenous change. What we see in practice is two
key phases of learning – the establishment phase which involves the creation of a typical
action-oriented policy transfer network geared towards copying two overseas
programmes and an assimilation phase which involves an implementation transfer
network focused on developing Chinese characteristics to gain comparative advantage
(see Box 9.4). In this vein, Box 9.5 shows the process of policy learning by which
China’s GEM was created.

Box 9.4. Explaining Policy Transfer in the GEM Case
International Sources of Learning
•
•
•

Process of financial globalization and the development of the Global Security Market.
The significance of the security market in the financial sector.
The increasing use of the security market to facilitate the development of SMEs.

National Sources of Learning
•
•
•
•

The enactment of Reform and Opening Door Policy (1979).
The establishment of China’s Security Market (1991).
China’s WTO Accession (2002).
The phenomenon of Chinese companies listed overseas.

Organizational Sources of Learning
•
•
•

The establishment and development of China’s security market and dissatisfaction with its
performance.
Changes in the administrative ideology from planned economy to market economy pragmatism.
Capability development, which allowed for the identification of Chinese characteristics through
learning by doing.
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9.7.

In Conclusion

GEM constitutes a case of transferring the international arrangement and experiences into
the local setting. As mentioned in the Literature Review part, policy transfer has so far
stated that transfer occurs at the moment if adopting a new initiative, which is coped,
emulated or inspired from other settings. This is clearly the case with GEM in China,
which is a local product coped from foreign arrangement. The ideas, experiences,
initiatives and arrangements worked at US, UK and Hong Kong directly influnced the
conception of China Security Market and the establishment of China’s GEM.
Indeed, the establishment of China’s GEM with ideas from other settings has been
considered as a case of transfer. It was through the voluntary transfer of rhetoric from the
WTO that China’s security widened its scope of action 11 years after its accession. The
evidence to support this assertion may be found in the adoption of an economic
development-oriented approach, the use of a similar arrangement and the co-ordination of
agencies and ministries to a economic betterment objective.
This is a classic story of Chinese policy learning which demonstrates the importance of
adopting an interactive model of policy transfer; one that recognizes learning through
three interactive dimensions: between structure and agents, network and context, and
network and outcome. It demonstrates that the Chinese government is not a mere pawn in
global processes of change. Its’ agency matters! This study encourages the following
propositions: a) the reform and open door policy and China’s WTO accession are the
political catalytic agents in China’s policy transfer and policy-oriented learning; b) the
founding of China’s Growth Enterprises Market is in time to satisfy the demands of high-
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tech and innovative companies to go public and secure the wealth development for
China’s economy under the negative impacts of the global financial crisis; c) the critical

Box 9.5. The Process of Policy Learning Underpinning the Transfer of GEM
LEARNING PROCESS

EVENTS

Problem recognition

The rapid development of the economy encourages Chinese SmallMedium Enterprises, especially the High Tech-Innovative companies
to go public. But, the listing requirements of China’s security market
pose strong entry barriers to prospective listing companies. This forces
good quality enterprises to go public on overseas security markets. In
this sense, the CSRC has posed more pressure. The motherboard in
China is not sufficient to satisfy all kinds of companies. In addition, a
process of globalisation has created new opportunity structures for
China to witness the development of the overseas security market. In
order to keep pace, the Chinese stock market needs to establish the
GEM.

The search for ideas

The decision to draw lessons from the AIM and the NASDAQ had
already been taken. This was a case of retrofitting the evidence to
develop the system design.

Contact with potential agents
of transfer

An establishment policy transfer network was set up including
representatives from the AIM and the NASDAQ working closely with
CRSC and Ministry of Finance officials.

The emergence of an
information feeder network

China’s Security Regulatory Committee evaluates the information
gathered from foreign GEMs. The success of the US NASDAQ and
the UK AIM stimulated ideas to update and upgrade the service of
China’s security market.

Elite
and
mobilization

This was not required as the decision had already been reached.

cognitive

Interaction

The Ministry of Finance and CRSC hold several forums each year.
They invite the experts and specialists to attend and exchange
information about global capital markets. Their experiences are
crucially important for the future development of China’s GEM

Evaluation of options

After gathering information externally, CRSC undertakes an analysis
of the information to decide the best way to establish the Growth
Enterprises Market in the security market of China’s capital sector.

Implementation

China’s GEM continued its operation with the spirit of “Touching the
stones for crossing river” (Deng Xiaoping, 1986). Although with legal,
managerial and experience limitations, China’s GEM has been
instrumental in improving the security market. A new implementation
transfer network is created to identify Chinese characteristics of GEM
through learning by doing. Strong technical support is provided
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through AIM and NASDAQ.

comparisons between the US NASDAQ and the UK AIM should secure the success of
the launch of China’s Growth Enterprises Market; d) the experiences of pervious failure
and the negative results of foreign practices are the cognitive conditions for the launch of
China’s Growth Enterprises Market in rational terms; g) the terms of ‘compatibility’ and
‘rationality’ are the prerequisites to concern the local circumstances, such as political and
administrative cultures which would determine the success of policy transfer.
Indeed China uses the opportunity of creating GEM to copy what it perceives to be the
best ideas from its competitors and to seek comparative advantage through the creation of
mechanisms to relieve the red tape and encourage investment. Whether this succeeds in
practice remains to be seen. It also demonstrates that policy transfer networks matter as a
source of ideas and cultural assimilation. Here we identify two very different types of
networks at play. One is devoted to absorbing as much foreign knowledge as possible
from two overseas exemplars and the other is devoted to learning through doing and
identifying a GEM with Chinese characteristics.
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10
Comparing Policy Transfers

We don’t have to pick the best examples on the basis of where we are right now. We have to pick the
best examples on the basis of where we want to be. To be the best you have to learn from the best
(Author interview, Senior Administrator, China Academy for Governance, 15 November 2013).

10.1.

Introduction

The reform programmes studied in the previous five chapters are all the product of ‘hard’
and ‘soft’ processes of transfer whereby different international agents of transfer (e.g.
CEPA, ILO, and the WTO) and bureaucrats from exemplar countries (e.g. UK AIM, US
NASDAQ, UK NHS and German LTCS) acted as the chief sources of information and
knowledge and as legitimating international agents of change. It can therefore be argued
that the reform initiatives studied above are largely products of processes of transfer. The
cumulative effect of the interaction of pressures and ideas emanating from dynamic
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international and national structures and their interpretation by different agents create the
necessary conditions for policy transfer to take place. In China, processes of opening-up,
elite renewal and international pressures to conform are some of the myriad explanatory
variables that prompted policy-makers to search overseas for solutions to the problems
they are facing. The purpose of this final substantive chapter is to present a comparison of
the five processes of policy-oriented learning underpinning each of the reform initiatives.
This will allow us to draw a set of conclusions about the role of policy transfer in
facilitating the ‘Reform and Open Door’ policy and in particular the two categories of
research questions set out at the beginning of the thesis. The first category of research
questions related to developing an understanding of the process of learning. These
included:
•

To what extent is the reform and open door policy characterised by processes of
policy transfer?

•

What type of transfer has been carried out and why?

•

To what extent are processes of policy transfer featured by distinctively Chinese
characteristics and why?

The second set of research questions referred to how we determine the success or
otherwise of processes of policy learning. These included:
•

What analytical variables need to be taken into account to understand success and
failure in policy transfer?

•

To what extent does the process of transfer determine policy success?
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•

What is the difference between evaluating an indigenous policy system and
evaluating a policy transferred from overseas?

•

Is rationality a cognitive condition of successful policy transfer?

•

To what extent does genuine comparison of policy systems influence the success of
policy transfer?

•

To what extent does the degree of policy compatibility and rationality determine
the success of policy transfer?

The discussion that follows is organised into four parts. Part One will provide an
overview of core insights derived from evaluating and comparing five processes of
learning and the barriers they encountered. Part Two will assesses the degree of success
arising from the implementation of the five processes of learning. Part Three will
evaluate the extent to which these processes of learning exemplify a national learning
culture. The chapter will conclude with an assessment of the implications of these
findings for our understanding of the ingredients of successful policy learning that avoids
the “learning paradox” (Evans, 2004).

10.2.

Comparing Processes of Learning

This section focuses on identifying the particular variables that facilitated the processes
of transfer under study. Firstly, it will identify the explanatory variables that brought
about transfer. Here, the global/international, national and organisational sources of
learning will be highlighted. Secondly, it will identify the different agents of transfer
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involved in the policy transfer networks that faciliated the reform initiatives. Thirdly, it
will examine the objects and degrees of transfer in each process. And, fourthly, it will
evaluate the barriers that constrained the processes of transfer and shaped policy
outcomes.

Explaining Policy Transfer
Box 10.1 provides an overview of the key sources of learning underpinning the different
processes of transfer studied in this thesis. It compares international, national and
organizational sources of learning. Five main findings can be derived from the data.
Firstly, in all of the cases processes of globalization (e.g. WTO membership, global
communications, adoption of international financial, property, strategic or public
management system) provided opportunity structures for learning to take place. There is
no doubt that international organizations have had a growing influence in shaping
domestic reform agendas. It is therefore no coincidence that the same discourses in terms
of social, economic and administrative reform can be found in completely dissimilar
societies. This is due to a large extent to what Evans (2004, p. 29) identifies as “… a
political process of global institution building…” that underpins the economic dynamic
of globalisation. But not only financial international organisations have a say in the
definition of the reform agenda; international knowledge organizations such as the WTO
also have a determinant role in the agenda setting process. However, it would be wrong
to conclude that the increased internationalization of reform practices has limited the
development of indigenous content in reform policies. As we have seen the reform
processes in this study have not slavishly followed the international benchmark. In most
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of the cases initially copying took place but then in the implementation process the
objects of transfer were combined with indigenous lessons. In short, learning through
doing occurred in the process of implementation. This demonstrates the pragmatic nature
of Chinese policy learning in keeping with the Chinese political tradition. It also
highlights the interactive nature of structure and agency.
Secondly, it is equally clear that the political orientation of a country does not determine
the adoption of certain reform ideas. Governments emanating from either left or right of
the political spectrum are equally likely to be involved in introducing neo-liberal market
reforms.
Thirdly, in all of the cases processes of social (demographic and cultural) change arising
from economic reform (marketization – financial services, securities, real estate, social
security) also provided opportunity structures for learning to take place. However, they
also exposed fundamental sources of social antagonism between Party elites seeking to
protect their privileges and reforming liberal elites striving for better policy. This
observation was particular acute in the areas of banking, property management and
growth enterprises reform.
Fourthly, in all of the cases modernization processes also occurred due to citizen
dissatisfaction with the existing quality of provision and increased expectation for better
services. However, in all sectors of reform the Chinese government lacked expertise to
embed new working norms and values and were therefore reliant on technical support
from international organizations or overseas governments.
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Box 10.1. Explaining policy transfers
Reform Process

Human
Resource
Management Reform

International Sources

National Sources

of Learning

of Learning

Recognition of the existence of
successful
EU
exemplars
(France, Germany, Spain and
the UK)

China-Europe
Public
Administration Programme.

Citizen dissatisfaction
services.

Need
for
administrative
modernization.

Financial constraints.

Globalization
of
public
management reform through
supra-national or international
organizations.

Organizational Sources
of Learning
with

Capability problems.
Millenium
reviews
of
administrative performance.

Learning through partnership
and doing.

Millenium
reviews
of
administrative performance.
Long Term Care Reform

Global recognition of ageing
problem.

Demographic impact of the
“one child policy”.

Citizen dissatisfaction
services.

Recognition of the existence of
successful
exemplars
(Germany and the UK)

Rhetorical commitment to a
“Harmonious Society”.

Financial constraints.
Capability problems.

Passing of the Social Security
Act.

Banking Sector Reform

Processes of globalization –
WTO membership, adoption
of an international financial
management system,
application of New Public
Management.

with

“Reform and Open Door”
policy.
Bilateral
trade
agreements. Impact of WTO
Accession

Learning through partnership
and doing.
Citizen dissatisfaction
financial services.

with

Rising citizen expectations.
Neo-liberal culture shift.
Capability problems.
Learning through partnership
and doing.

Property Management Reform

Globalization of property
management systems

“Reform and Open Door”
policy. Impact of WTO
Accession. Marketization of
real estate sector.

Citizen dissatisfaction with the
status quo.
Rising citizen expectation for
quality of life.
Limited expertise
housing sector.

Growth Enterprises Market

Processes of globalization –
i.e.
impact
of
WTO
membership, development of
Global Securities Market

“Reform and Open Door”
policy. Impact of WTO
Accession. Establishment of
China Securities Market.

in

Citizen dissatisfaction with the
status quo.
Changes in administrative
ideology
from
planned
economy
to
market
pragmatism.
Need
for
development.

capability

Learning through doing.
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the

Fifthly, all of the cases represented a significant ideological challenge to the status quo
and by implication provide a site of struggle between different conceptions of the public
good – party accountability versus public accountability, communal property versus
private property, state responsibility versus individual responsibility, and state monopoly
capitalism versus neo-liberalism. Hence, in most cases we see the re-emergence old elites
in new class positions – former party bosses become property magnates.

Agents of Policy Transfer
As Box 10.2 illustrates, in all of the case studies the Chinese government attempts to leap
frog states of development through following international benchmarks of excellence.
This inexorably leads them to engage international agents of policy transfer with
technical expertise that government does not possess. There are five observations about
the work of these agents of transfer that need to be highlighted here. Firstly, the
utilisation of the expertise of leading international knowledge and financial organisations
has helped to legitimate the reform processes themselves. Policy-makers do not only turn
to advanced countries experiences but to the guidelines and recommendations formulated
by international bodies such as the WTO, IMF, the WB, OECD, the UN among others
(see also Ladi, 2004 and Stone, 2000). These organisations are increasingly important in
shaping the character of transition states as they establish what is considered to be ‘best
practice’ in reforming the economy and the public sector. Certain international
organisations have the necessary coercive means to force developing countries to adopt
certain polices (e.g. the IMF and the WB) and others use moral coercion to pressurize
countries to embrace certain reforms (e.g. OECD). In the case of China, the government
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clearly has greater autonomy in determining its own path to development although it
needs to make certain concessions to international benchmarks along the way. Moreover,
as international organisations are considered to be authorities in their particular area of
expertise, policies and programmes based on their guidelines and principles have implicit
international recognition of being in line with best practice.
Secondly, the main internal agents of transfer present in our case study sample are
members of the Chinese bureaucratic elite who share a commitment towards the same
policy objectives and have common norms and values. It is evident that this elite is
committed to modernization and is relatively cohesive.
Box 10.2. Understanding the process of learning
Case Study

Critical Variables
Type of Transfer

Agents of Transfer

Objects and Degrees
of Transfer

Resource

Voluntary
transfer
in
response to the need for
administrative
modernization in the area of
capability development.

The establishment of CEPA
led to the creation of a
policy learning hub which
facilitated several processes
of policy learning on
different aspects of Human
Resources
Management
reform.
The
Transfer
Network included CNSA,
MOP,
SCOPSRR,
MOFCOM, PIPAs from the
Chinese side, and from the
EU side, EC, ECD, EIPA,
ENA, GSAS, UoY and BC.

Multiple
forms
of
policy transfer occurred
including copies and
hybrids:
MPA
programme
(hybrid
from ENA, NSG and
UoY),
Training
programme for training
managers (copy from
EIPA),
case
study
programme and the
Common Assessment
Framework (copy from
NSG).

Long-term Care for the
Elderly

Voluntary
transfer
in
response to demographic
and financial challenges
precipitated by the “one
child policy” and the
rhetorical commitment to a
‘Harmonious Society’.

Senior officials from the
MLSS, MOHRSS, ACFTU
and
CEA;
and
representatives from the
NHS in the UK and the
German LTCS.

Endowment Care and
Long-term Care System
Programme.
Hybrid
transfer drawing on
lessons from the UK
and Germany.

Human
Management
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Banking Sector Reform

Voluntary
transfer
of
strategic management in
response to the conditions of
WTO membership.

Highly politicized process
in which the Party has
sought to control the process
of learning through the
nomenklatura system. The
key agents of transfer have
included the Economic
Reform Commission which
formed an Experts Group
consisting of domestic and
international experts drawn
from the WTO, the OECD
and HSBC.

Policy
goals,
instruments
and
capability development.
The reform began as a
copy
but
was
hybridized
in
the
process
of
implementation due to
the
diffusion
of
innovations
across
China. Hybrid transfer
drawing on lessons
from
AIM
and
NASDAQ.

Property
Reform

Management

Voluntary
transfer
of
Property
Management
Programme in response to
demands for higher quality
housing
and
housing
services from elite party
cadres and the rhetorical
commitment
to
a
‘Harmonious
Society’
which encompassed home
ownership.

The key agents of transfer
have included the CPMI
which formed an Experts
Group
consisting
of
domestic and international
experts drawn from the
USA, the UK and Hong
Kong.

Began at the national
level as a direct copy of
the UK system in terms
of discourse, ideas,
experience, principles,
and
knowledge
(technical
and
theoretical). This was
then followed by the
diffusion of innovations
across China. Hybrid
transfer drawing on
lessons from the USA,
UK and Hong Kong.

Creation
Growth
Market

of

Voluntary
transfer
in
response to the conditions of
WTO membership and the
need to provide financial
support for SMEs.

A policy transfer network
was
created
including
representatives from AIM
and
NASDAQ working
closely with CRSC and
Ministry
of
Finance
officials.

Hybrid transfer drawing
on lessons from the US,
the UK and Germany.

China’s
Enterprise

Thirdly, it is notable that in all our cases formal and informal institutional structures for
policy learning including internal and external agents of transfer were created to facilitate
policy change whether it be a sophisticated policy hub as in the case of CEPA and human
resource management reform or a formal institution as in the case of CPMI in property
management reform or a looser knit transfer network as in the case of long-term care for
the elderly, banking sector reform or the creation of China’s Growth Enterprise Market.
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Fourthly, in all of these cases the original policy transfer led to other forms of learning
characterized by the develoment of long-term relationships with external agents of
transfer. Fifthly, in all of our cases cohesive transfer networks were created leading to
fast track processes of learning. However, social conflict emerged in the implementation
processes exposing a war of ideas between conservative party elites and neo-liberal
reformers.

The Objects and Degrees of Transfer
The case studies analysed in this research reveal the occurrence of both ‘hard’ and ‘soft’
voluntary processes of transfer (see Box 10.2). For example, banking sector reform and
property management reform were initially copied from the UK and were both examples
of ‘hard’ programme transfers. However, in both cases during implementation
hybridization processes occurred providing evidence of cultural assimilation. In contrast,
the CEPA case study illustrates the creation of a policy hub that leads to multiform
occurences of ‘soft’ transfers in which principles, policy goals, policy instruments,
ideology, ideas, rhetoric and even negative lessons were drawn but programmes were not
directly copied. As Evans (2004) stresses, ‘soft’ transfers are less remarkable than hard
transfers, but they are also more difficult to prove as policy-makers tend to deny the fact
that they drew lessons from abroad. This was not the case in this thesis. Informants were
quite happy to admit that they copied or drew lessons from overseas or international
exemplars. What is remarkable about many of the cases in this thesis is that the
implementation process was used to experiment. In a sense ‘hard’ transfers were softened
in the process of implementation. Indeed, often ‘soft’ processes of transfer lead to
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inspirational cases of reform. In other words, when a country transfers ideas, principles,
policy goals, policy style and/or ideology, it has the right to implement them in the most
convenient way that fits local needs and priorities. A ‘hard’ process of transfer does not
allow for that degree of innovation. Moreover, inspiration is, as Evans (2004, p. 222)
argues, “… a policy instrument for responding to the discourses of globalization...”.

Barriers to Transfer
As we noted in Chapter Four, three broad sets of variables can be identified in the case
study literature on policy transfer: ‘cognitive’ barriers, ‘institutional’ barriers and
‘environmental’ barriers (Evans, 2009). These variables interact in complex and often
unexpected ways and inform the process of policy transfer.
‘Cognitive’ barriers refer to the process by which public policy problems are recognized
and defined in the pre-decision phase, the rationality of the search conducted for ideas,
the receptivity of existing policy actors and systems to policy alternatives and the
complexity of choosing an alternative.
‘Institutional’ barriers refer to the normal technical implementation constraints that
constrain or facilitate the process of lesson-drawing. This includes: coherent and
consistent objectives; the incorporation of an adequate causal theory of policy
development; the sensible allocation of financial resources; hierarchical integration
within and among implementing organizations; clear decision rules underpinning the
operation of implementing agencies; the recruitment of programme officers with
adequate skills/training; sufficient technical support; and, the use of effective monitoring
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and evaluation systems including formal access by outsiders.

‘Environmental’ obstacles refer to the absence of effective cognitive and elite
mobilization strategies deployed by agents of policy change, the need for the
development of cohesive policy transfer networks to ensure successful policy-oriented
learning, the broader structural constraints (institutional, political, economic and social)
that impact and shape the process of lesson-drawing.
Figure 10.1 identifies the key barriers that emerged in the five case studies. The
interaction between these ‘cognitive’ and ‘environmental’ obstacles and the forces of
international and domestic public opinion (depending on the nature of the state) inform
the completion or otherwise of the process of lesson-drawing (Evans, 2004).
In our case studies, cognitive obstacles in the policy formulation phase of the process of
policy transfer constrained policy development due to the absence of a genuinely
evidence based approach to evaluating the compatibility of the objects of transfer.
Cognitive obstacles in the implementation phase of the process of policy transfer led to
resistance from party elites until a strategy of elite renewal was crafted. Moreover, the
absence of technical capacity to deliver the programmes meant that an incremental
approach to implementation took place underpinned by capability development
programmes.
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Cognitive Obstacles
•

• Limited search activity
• Limited evidence-based policy making
Degree of complexity involved in the process of transfer
• Capability to deliver the objects of transfer

Institutional Obstacles
• Inability of the policy transfer
network to win the war of ideas
(cognitive and elite mobilization
strategies

Environmental Obstacles

╬

•

•

• Normal technical implementation
constraints arising from limited
policy design, resources and
technical support
• Failure
to
integrate
policyimplementation in learning process

•

Internationalopinion
–
Washington Consensus, UN,
WTO, ILO, key donors
Party opinion – political,
bureaucratic, economic
Structural constraints – socioeconomic, institutional

Process
of
Policy Transfer
* This is an interactive model in the sense that these sets of variables do not exist in a
vacuum; they interact in complex and often unexpected ways.
Figure10.1. Mapping obstacles to the processes of policy transfer

As noted in Chapter Four, recent studies of the processes of policy transfer have
emphasized the role of policy transfer networks as key instruments of policy-oriented
learning (Evans, 2009; Ladi, 2004). These networks are collaborative decision structures
comprising state and non-state actors that are set up with the deliberate intention of
engineering policy change. It is argued that policy transfer networks matter because they
shape the nature of policy outcomes emerging from the transfer process . Moreover, the

266	
  
	
  

creation of a policy transfer network provides an opportunity structure for the creation of
further policy transfer networks. In this sense policy transfer activity can have a
momentum of its own through a process of functional. Policy transfer networks can act as
agents of globalization or counteragents to globalization, for agents of policy transfer are
often carriers of particular policy belief systems (e.g. new public management, neoliberalism etc.) and use their membership of formal and informal international policy
networks to disseminate international policy agendas. Indeed, as noted above, the content
of policy transfers is often informed by notions of ‘best practice’ disseminated by
international organizations. Ideological considerations therefore tend to play a key role in
informing the content of policy transfers.

Policy transfer networks and the ideas

emanating from them proved crucial in processes of policy formulation in our case
studies. Agents of policy transfer that can bridge the indigenous knowledge gap can
become important players in policy transfer networks. However, the degree of autonomy
that state actors can demonstrate from the expertise of non-state actors tends to be
broadly representative of their state of development. For example, in most instances,
voluntary forms of policy transfer demonstrate the relative autonomy of state actors in
decision processes, while coercive forms of policy transfer demonstrate the incapacity of
a state to maintain its national sovereignty over decision-making. In this thesis the
empirical evidence demonstrates that while policy transfer networks were influential in
forming policy, they were less influential in implementing policy. Hence we can clearly
distinguish the relative influence of policy transfer networks and implementation
networks. The latter will always play a greater role in shaping policy outcomes.
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Environmental obstacles during the process of policy transfer constrained policy
development particularly resistance from the Party until a strategy of elite renewal was
crafted which led to the use of the Nomenklatura system to affect control over the process
of policy development.This suggests that it is crucial to build a societal consensus across
elites on programme imperatives in order to ensure the effective implementation of new
programmes.

10.3.

Measuring Success

How can we judge the success of these interventions? David Marsh and Allan McConnell
(2010) provide us with the basis of a framework for evaluation. They develop a heuristic
device for assessing success, focusing on three dimensions: process success;
programmatic success; and political success (see Table 10.1). Process success is defined
as “the stages of policy-making in which issues emerge and are framed, options are
explored, interests are consulted and decisions made” (Marsh and McConnell, 2010, p.
572). Central to Marsh and McConnell’s conception of process success is the notion of
legitimacy; understood here in terms of due process and democratic values. Innovation
and influence can also be measures of process success, irrespective of the particular
policy outputs and outcomes. Innovation can also be based on policy transfer from
another political jurisdiction (see: Dolowitz et al. 1999; Dolowitz and Marsh 2000).
Programmatic success refers to the assumption that ‘programmatic’ success is more
likely if the policy process involves, and reflects the interests of, a sufficiently powerful
coalition of interests (Marsh and McConnell, 2010, p. 573). ‘Programmatic’ success is
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often seen as synonymous with policy success and the contemporary focus among most
Western democracies on evidence-based policymaking. And, finally Marsh and
McConnell understand political success from two perspectives – from the perspective of
government and civil society. For government, a policy may be successful if it assists
their electoral prospects, reputation or overall governance project. However, perceptions
of the success of a policy will differ depending on your social location. This requires
some reflection on the question; success for whom? As Bovens et al (2006, p. 322) argue:
(Even in relatively) uncontroversial instances, policy evaluations are entwined with processes of
accountability and lesson drawing that may have winners and losers. However, technocratic and
seemingly innocuous, every policy programme has multiple stakeholders who have an interest in the
outcome of an evaluation: decision makers, executive agencies, clients, pressure groups.

As Table 10.1 illustrates, the heuristic requires slight modification to each of the three
dimensions to operationalize it effectively in the Chinese context. Firstly, in terms of
process success, the concept of legitimacy as applied to liberal democracies is
underpinned with reference to due processes of constitutional and quasi-constitutional
procedures and values of democracy, deliberation and accountability. This would not be
the case in China where the notion of legitimacy in the formation of choices would be
reproduced through due processes or procedures underpinned by Party norms and values.
Moreover, reference to the passage of law rather than legislation would be more
culturally apposite. In addition, given that the heuristic is being applied to a process of
cross cultural learning; it makes sense to evaluate success in terms of how cohesive the
policy transfer network was in facilitating the learning process (see: Marsh and Evans,
2012). Moreover, it also makes sense to evaluate the effectiveness of the formal and/or
informal institutions which were created to facilitate change.
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Table 10.1. Dimensions of policy success
Dimensions

Marsh
and
Indicators

O’Connell’s

Process

Legitimacy in the formation of
choices: that is, produced through
due processes of constitutional
and
quasi-constitutional
procedures
and
values
of
democracy, deliberation and
accountability.

Passage of legislation: was the
legislation passed with no, or few,
amendments?

Political sustainability: did the
policy have the support of a
sufficient coalition?

Innovation and influence: was the
policy based on new ideas or
policy instruments, or did it
involve the adoption of policy
from
elsewhere
(policy
transfer/diffusion)?

Zhang’s Indicators
Legitimacy in the formation of
choices: that is, produced through
due processes of Party norms and
values.

Passage of law: was the law
passed with no, or few,
amendments?

Political sustainability: did the
policy have the support of the
State Council?

Innovation and influence: was the
policy based on new ideas or
policy instruments, or did it
involve the adoption of policy
from
elsewhere
(policy
transfer/diffusion)?

How cohesive was the policy
transfer network that facilitated
the learning process?

How effective were the formal
and/or informal institutions which
were created to facilitate change?

Programmatic

Operational: was it implemented
as per objectives?

Was the policy proposal informed
by the best evidence available?
And, was it relevant to China’s
state of development?

Outcome: did it achieve the
intended outcomes?
Operational: was it implemented
as per objectives?
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Resource: was it an efficient use
of resources?

Outcome: did it achieve the
intended outcomes?

Actor/interest: did the policy/
implementation
benefit
a
particular class, interest group,
alliance, political party, gender,
race,
religion,
territorial
community, institution, ideology,
etc?

Resource: was it an efficient use
of resources?

Actor/interest: did the policy/
implementation
benefit
a
particular party elite/faction,
interest group, alliance, political
party, gender, race, religion,
territorial community, institution,
ideology, etc?

Political

Government popularity: is the
policy politically popular? Did it
help
government’s
reelection/election chances?
Did it help secure or boost its
credibility?

Government popularity: is the
policy politically popular?
Did it help secure or boost its
credibility?
International opinion: is the
policy aligned with international
benchmarks of best practice?

Secondly, with reference to programmatic success, the importance of issues of rationality
and policy compatibility suggest the need to also evaluate programmatic success in terms
of whether the policy proposal was informed by the best evidence, whether it was
relevant to China’s state of development and, for whom the policy was successful or not.
Finally, in terms of policy success, the issue of government popularity remains an
important proxy measure of success in terms of solidifying support for the ‘One China
project’ and in maintaining support for dominant party factions rather than in formal
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liberal democratic elections. In addition, the issue of international opinion is also
important. If the policy is aligned with international benchmarks of best practice it is
more likely to be perceived a success regardless of its social impact.
Table 10.2 applies the refined framework to our case study sample. It demonstrates that
only the human resource management reforms can be considered an unmitigated success
and this was largely because the reforms were not considered threatening to elite Party
cadres. The same observation applies to the reform of long-term care; a process,
programmatic and political success for the urban milieu but less so for countryside
residents. All the other reform programmes in some way threatened party elites and
consequently, while they may be considered process successes, exhibited programmatic
and political problems that required incremental reform.

10.4.

Identifying the Components of a National Learning Culture

Notably certain common barriers to implementation did not apply in this case study
sample revealing some significant features of policy transfer processes in China. Firstly,
international opinion during the process of policy transfer had limited to no impact on the
processes of policy learning in China. Nor did domestic opinion during the process of
implementation
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Table 10.2. Measuring the success of the case study sample
Overall Measure

Process Success

Programmatic Success

Political Success

Human
Resource
Management Reform –
a
process,
programmatic
and
political success

Legitimate
in
the
formation of choices
and the passage of law
in terms of Party norms
and values.

The soft transfers were
based on the best possible
evidence; in keeping with
state
of
development/compatibility
issues; and, achieved
intended outcomes.

The soft transfers have
improved services and
boosted
government
popularity.

Facilitated
through
cohesive institutional
arrangements.
The
initiative
was
innovative based on
hybrid, soft policy
transfer.
Long
Term
Care
Reform – a process,
and political success for
the urban milieu

Legitimate
in
the
formation of choices
and the passage of law
in terms of Party norms
and values.
Facilitated
through
cohesive institutional
arrangements.
The
initiative
was
innovative based on
hybrid, soft policy
transfer.

Banking Sector Reform
– a process success for
the urban milieu but a
programmatic
and
partically a political
failure that required
incremental reform

Legitimate
in
the
formation of choices
and the passage of law
in terms of Party norms
and values.
Facilitated
through
cohesive institutional
arrangements.
The
initiative
was
innovative based on
hybrid, soft policy
transfer.

Property Management
Reform – a process and
partially a political
success
but
a
programmatic failure
that
required
incremental reform

Legitimate
in
the
formation of choices
and the passage of law
in terms of Party norms
and values.
Facilitated
through
cohesive institutional

The policy advantaged the
bureaucratic elite but has
led to better public service
provision.

The soft transfers were
based on the best possible
evidence
but
it
is
questionable whether they
are in keeping with state
of development issues. It
is too early to tell whether
the
innovations
have
achieved
intended
outcomes.

The soft transfers have
been
aligned
withinternational
benchmarks of best
practice.

The soft transfers have
improved services and
boosted
government
popularity.
The soft transfers have
been
aligned
withinternational
benchmarks of best
practice.

The policy has advantaged
the urban milieu.
The hard policy transfers
were based on the best
possible evidence; in
keeping with state of
development/compatibility
issues;
and,
largely
achieved
intended
outcomes.
The reform programme
was remade in the process
of implementation to meet
the interests of elite party
cadres.
The hard policy transfers
were based on the best
possible evidence; in
keeping with state of
development/compatibility
issues;
and,
largely
achieved
intended
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The initial hard policy
transfer was politically
unpopular with party
elites. Adjustments were
made accordingly.
The hard transfers have
been
aligned
withinternational
benchmarks of best
practice.

The initial hard policy
transfer was politically
unpopular with certain
party elites but popular
with the urban citizenry.
Adjustments were made
accordingly.

Growth
Enterprises
Market – a process and
partially a political
success
but
a
programmatic failure
that
requires
incremental reform

arrangements.

outcomes.

The
initiative
was
innovative based on
hybrid, soft policy
transfer.

The reform programme
was remade in the process
of implementation to meet
the interests of elite party
cadres.

Legitimate
in
the
formation of choices
and the passage of law
in terms of Party norms
and values.

The hard policy transfers
were based on the best
possible evidence but it is
questionable whether they
are in keeping with state
of development issues.

Facilitated
through
cohesive institutional
arrangements.

The reform programme
was remade in the process
of implementation to meet
the interests of elite party
cadres this has led to
problems in attracting
international investment.

The
initiative
was
innovative based on
hybrid, soft policy
transfer.

The hard transfers have
been
aligned
withinternational
benchmarks of best
practice.

The initial hard policy
transfer was politically
unpopular with certain
party
elites.
Adjustments were made
accordingly to affect
greater party control.
The hard transfers have
not
been
aligned
withinternational
benchmarks of best
practice in terms of
open
market
competition.

constrain policy development except in the area of property management reform. Indeed
the implementation process was used as a method of cultural assimilation. Here the
essential components of the national culture are preserved within the policy transfer
design and inappropriate foreign content is filtered out. In all of our cases long
implementation processes were necessary to achieve effective outcomes. It is also
noteworthy that public organizations are normally unlikely to engage in policy transfer if
the policy is too complex and difficult to implement (Evans, 2004 and 2009). However,
in these cases, which all involved complex transfers, the Chinese government moved
quickly to copy from overseas exemplars in the policy formulation process and then to
hybridization in the implementation process.
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This observation allows us to distinguish between policy transfer networks and
implementation transfer networks. This is wholly in keeping with Chinese learning
traditions and its emphasis on pragmatism. Note the wonderful illustration of the GEM
case study and the observation by the policy transfer network that the reduction of red
tape and regulation was a way of achieving comparative market advantage. This was also
reflected in the dominant view that state-of-development issues were not central to
evidence based thinking in policy transfer. Selecting the most appropriate exemplar at a
similar state of development is considered fatalism. As one protagonist put it to me, “We
don’t have to pick the best examples on the basis of where we are right now. We have to
pick the best examples on the basis of where we want to be. To be the best you have to
learn from the best”.74

10.5.

In Conclusion – Avoiding the ‘Learning Paradox’

The empirical findings identified above provide practitioners with the constituent
elements of a better practice framework for guiding processes of policy learning and by
implication helping them to avoid what Mark Evans (2004) has termed ‘the learning
paradox’. In other words lesson-drawing can be a rational and progressive learning
activity but only if the programme that is transferred is compatible with the value system
of the recipient organization, based on the best possible evidence, culturally assimilated
through comprehensive evaluation, and, builds on existing organizational strengths. It
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suggests, following Marsh and McConnell (2010), three dimensions of success – process,
programmatic and political – but with additional indicators that provide a more
comprehesive understanding of the learning process. In particular, our understanding of
process success is enriched through recognition of the importance of agents (policy
transfer networks) in creating ideational structures and diffusing inovative practices and
that issues of institutional design are crucial to the generation of successful policy
outcomes. Moreover, our understanding of programmatic success is advanced through
developing evaluative tools for understanding what can and cannot be transferred (policy
compatibility), what the key obstacles to effective policy transfer may be to ensure
implementation and in whose interest the programme been developed. And, finally our
understanding of political success is progressed through recognition of the importance of
elite and cognitive mobilisation strategies in winning the war of ideas. In short, evidence
is not a sufficient criterion for affecting policy change; politics matters and
communicative strategies are central to the achievement of policy success.
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11
In Conclusion – Why Ideas and Bounded
Rationality Matter in Policy Transfer

11.1.

Introduction

It remains for me to present a review of the main theoretical and empirical findings of the
research, assess the broader contribution of the thesis to the study of Chinese public
policy and highlight some important avenues for further research. The central aim of this
thesis has been to provide a study of the ‘Reform and Open Door’ policy and the
processes of reform that it initiated through the lens of policy transfer analysis. It has,
however, been beyond the scope of this thesis to present a comprehensive description and
explanation of these complex and multi-faceted reform processes, rather the aim of this
account has been to provide an examination of a defensible sample of core institutional
innovations which have taken place over the past decade at different levels of
government that are broadly reflective of contemporary dynamics of change. In sum, the
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purpose of this thesis has been to reduce our present knowledge of the reform of the
Chinese system to manageable proportions to help us to address more complex questions
about the changing architecture of the Chinese state.
The discussion that follows is organized into five parts. Part one evaluates the research
questions identified at the outset on the basis of the evidence presented. Part two assesses
the theoretical implications of the findings. Part three identifies the strengths and
weaknesses of the research design. In part four, certain lessons for practice are identified.
And, part five sketches some avenues for future research.

11.2.

Research Findings

This section is organized into two sub sections reflecting the two sets of research
questions that were investigated to evaluate the thesis’s core hypothesis –whether the
‘Reform and Open Door Policy’ is a product of processes of policy transfer in which the
Party in collaboration with key external organisations have been the primary agents of
policy transfer. The first set of research questions relate to providing an understanding of
the process of learning and the second to how we determine the success or otherwise of
processes of policy learning.

Understanding the Process of Learning
Here we evaluated the following research questions: to what extent is the ‘Reform and
Open Door Policy’ characterized by processes of policy transfer? What type of transfer
has been carried out and why? To what extent are the processes of policy transfer
featured by distinctively Chinese characteristics and why? And, what have been the main
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barriers to learning?As reported in the previous chapter, the five reform programmes
studied in this thesis are all the products of ‘hard’ (copying) and ‘soft’ (hybridization)
processes of transfer whereby different international agents of transfer (e.g. CEPA, ILO,
and the WTO) and bureaucrats from exemplar countries (e.g. UK AIM, US NASDAQ,
UK NHS and German LTCS) acted as the chief sources of information and knowledge
and as legitimating international agents of change. It can therefore be argued that the
reform initiatives studied in this thesis are largely products of processes of transfer.
The cumulative effect of the interaction of pressures and ideas emanating from dynamic
international and national structures and their interpretation by different agents create the
necessary conditions for policy transfer to take place. In China, processes of opening-up,
elite renewal and international pressures to conform are some of the myriad explanatory
variables that prompted policy-makers to search overseas for solutions to the problems
they are facing. However, it would be wrong to conclude that the increased
internationalization of reform practices has limited the development of indigenous
content in reform policies. As we have seen the reform processes in this study have not
slavishly followed the international benchmark. In most of the cases initially copying
took place but then in the implementation process the objects of transfer were combined
with indigenous lessons. In short, learning through doing occurred in the process of
implementation. This demonstrates the pragmatic nature of Chinese policy learning in
keeping with the Chinese political tradition. It also highlights the interactive nature of
structure and agency. Here the essential components of the national culture are preserved
within the policy transfer design and inappropriate foreign content is filtered out.
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In all of our cases long implementation processes were necessary to achieve effective
outcomes. It is also noteworthy that public organizations are normally unlikely to engage
in policy transfer if the policy is too complex and difficult to implement (Evans, 2004 and
2009). However, in these cases, which all involved complex transfers, the Chinese
government moved quickly to copy from overseas exemplars in the policy formulation
process and then to hybridization in the implementation process. This is wholly in
keeping with Chinese learning traditions and its emphasis on pragmatism and was also
reflected in the dominant view that ‘state of development’ issues were not central to
evidence based thinking in policy transfer. Selecting the most appropriate exemplar at a
similar state of development is considered fatalism. Hence “to be the best you have to
learn from the best”.75
What have been the main barriers to learning? In our case studies, cognitive obstacles in
the policy formulation phase of the process of policy transfer constrained policy
development due to the absence of a genuinely evidence based approach to evaluating the
compatibility of the objects of transfer. Moreover, cognitive obstacles in the
implementation phase of the process of policy transfer led to resistance from party elites
until a strategy of elite renewal was crafted. In terms of institutional barriers, the absence
of technical capacity to deliver the programmes meant that an incremental approach to
implementation took place underpinned by capability development programmes.
Moreover, certain reforms were characterized by organizational resistance to change at
the middle management level due to the need for new skills, norms and values to affect
organizational change.
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Environmental obstacles during the process of policy transfer constrained policy
development particularly resistance from the Party until a strategy of elite renewal was
crafted which led to the use of the Nomenklatura system to affect control over the process
of policy development. This suggests that it is crucial to build a societal consensus across
elites on programme imperatives in order to ensure the effective implementation of new
programmes.

Measuring Success in Policy Transfer
Here we sought to determine the success or otherwise of processes of policy learning
through evaluating: what analytical variables need to be taken into account to understand
success and failure in policy transfer? This required an assessment of whether the process
of transfer itself determines policy success. In particularly we evaluated whether
evidence-based policy-making (including comparative analysis) is critical in terms of
understanding policy outcomes.
It is argued that the success or otherwise of policy transfer can be measured across three
dimensions – process success, programmatic success and political success (Marsh and
McConnell, 2010) – and this is reflected in the interactive relationship between structure
and agency. It is thus observed that opportunity structures for policy change in China
emerged as a consequence of processes of globalization (particularly the global economy,
governance and communications) external to the nation-state and processes of reform and
opening-up internal to the nation-state. It is then noted that the cohesiveness of policy
transfer networks (and by implication the agents of transfer) and other forms of learning
institutions are critical to the development of policy proposals in China. Ideas matter in
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policy learning. However, it is also observed that rationality (evidence-based policymaking) and compatibility are not sufficient conditions for effecting high quality policy
outcomes in China because of the role of politics and particularly the role of the Party. In
all our case studies, with the exception of human resource management reform, the
implementation of policy learning proved a site of struggle between competing
conceptions of the public good. Hence policy settings were adapted in prolonged
processes of implementation to ensure that Party privileges were embedded in practice.
Political factors therefore ultimately shape the nature of policy outcomes in China.
In summary then, we can now evaluate the five sub-hypotheses presented in the
introductory chapter.
vi． The success of policy transfer arises from the effective integration of different
sources of learning often drawn from different types of organization. We can only
partially confirm this hypothesis. In the Chinese context there is a tendency to copy
and then hybridize depending on local knowledge and experience and attempts by
elites to maintain control.
vii． The success of policy transfer is determined by the degree of compatibility between
indigenous and borrower policy. The evidence presented here would refute this
hypothesis – compatibility is not determining.
viii．The success of policy transfer is determined by the degree of rationality (evidencebased policy making), which is applied in the process of policy-oriented learning.
The evidence presented here would refute this hypothesis – evidence is not
determining.
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ix． Successful policy transfer is a product of bounded rationality. Hence we can
confirm this hypothesis.
x． There are culturally derived and distinctively Chinese characteristics which
underpin the process of policy learning. We can confirm that there are culturally
derived and distinctively Chinese characteristics which underpin the process of
policy learning. These would include pragmatic policy learning and the use of
incremental implementation processes to assimilate overseas ideas and adapt them
to their own needs and desires. Policy transfer is China is also different in the
following two respects. In most other countries public organizations are unlikely to
engage in policy transfer if the policy is too complex and difficult to implement, for
example, programmes with single goals are more easily transferable than those with
multiple goals. Secondly, there should also be a reasonable degree of compatibility
with the existing policy system particularly in cultural and ideological terms.
Neither of these two assumptions can be applied to China.

11.3.

Theoretical Implications

This thesis has contributed to our conceptual understanding of policy transfer through the
development of a framework of analysis that: 1) is sensitized to the structure and agency
problem; 2) recognizes that issues of institutional design are crucial to the generation of
successful policy outcomes; and 3) develops evaluative tools for understanding what can
and cannot be transferred (policy compatibility), 4) identifies

283	
  
	
  

the key obstacles to

effective policy transfer to ensure more effective implementation, and 5) how we can
measure success.
The key theme in the critique of network analysis of parsimony has led to the choice of
methodology (policy transfer network theory); approaches (the interactive model and the
case approach); and methods (qualitative and comparative). An interactive model of
policy transfer networks was adopted because it is necessary to move beyond unidimensional explanations of policy learning to craft a comprehensive understanding of
what is evidently a multi-faceted phenomenon. We now have an interactive model of
policy transfer networks that provides us with a multi-dimensional understanding of
policy learning which identifies the most appropriate theoretical understanding of the
generated data. It has also enabled me to evaluate all of the components of policy
learning as an analytical whole.
The model provides researchers with a template for what should be analyzed to obtain an
understanding of the complexity of policy-making processes and their impact on policy
outcomes by investigating the three iterative, interactive relationships between the
structure of the network and the agents operating within them, the network and the
context within which it operates, and the network and the policy outcome.

11.4.

Strengths and Weaknesses of the Research Design

Policy transfer analysis undoubtedly contributes a great deal to the study of policy
development in China, particularly if an interactive model of policy transfer network is
used that investigates the process of learning through three interactive dimensions:
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between structure and agents, network and context, and network and outcome. The model
provides a context for integrating common research concerns of scholars of domestic,
comparative and international politics in the sense that it provides a lens for observing
both the changing nature of the nation state and the role of state actors and institutions in
promoting new forms of complex globalization. It also provides evidence to sustain the
claim that processes of globalization appear to have increased the opportunities for policy
transfer to take place. It demonstrates both the weakness and the strength of the state in
the process of policy formulation depending on the form and object of transfer, i.e. it
reflects where the state has technical capacity and where it doesn’t. Moreover, it also
proves useful in helping us to understand how decision-makers acquire knowledge and
how they can act as agents of transfer themselves. And, it exposes the development of
inner circles of policy-making participants who promote new forms of complex
globalization in the attempt to adapt state action to cope more effectively with what they
see as global ‘realities’. Ultimately, however, it also reveals how domestic politics and
inherent power relations can trump international ideational forces.
Policy transfer analysis is also an area of research that remains extremely difficult to
study empirically because it demands outstanding insider access to the process of
learning. Some exponents of policy transfer analysis may justly be criticized for not
providing adequate techniques for demonstrating policy transfer (see Wolman, 1992).
Indeed, proof of policy transfer may be more difficult to find than is commonly assumed
by those arguing that it is on the increase (Evans and Marsh, 2012). Policy scientists
therefore need to be much more cautious when claiming the occurrence of policy transfer.
This is doubly difficult in a closed political system such as China. The best that a
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researcher can do is to review as many sources as possible to build a preponderance of
evidence in support of a particular narrative of reform. Although, I was able to secure a
large number of semi-structured and informal interviews which provided important
information that supplemented inadequacies in documentary records, triangulated other
data source. The some interviewees hope to be anonymous. In order to keep the
frequency of this research, this has been the approach adopted in this thesis. It is
nonetheless fallible to criticisms of empirical shortcomings suggesting the need for more
detailed comparative empirical research if and when the system opens up in a way that
allows for systematic monitoring and evaluation data to be publicly compiled and
published.

11.5.

Lessons for Practice

As noted in Chapter 10, the empirical findings generated in this thesis provide
practitioners with the constituent elements of a better practice framework for guiding
processes of policy learning and by implication helping them to avoid what Evans (2004)
has termed ‘the learning paradox’. In other words, lesson-drawing can be a rational and
progressive learning activity, but only if the programme that is transferred is compatible
with the value system of the recipient organization, based on the best possible evidence,
culturally assimilated through comprehensive evaluation, and builds on existing
organizational strengths.
It suggests, following Marsh and McConnell (2010), three dimensions of success –
process, programmatic and political – but with additional indicators that provide a more
comprehensive understanding of the learning process. In particular, our understanding of
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process success is enriched through recognition of the importance of agents (policy
transfer networks) in creating ideational structures and diffusing innovative practices and
that issues of institutional design are crucial to the generation of successful policy
outcomes. Moreover, our understanding of programmatic success is advanced through
developing evaluative tools for understanding what can and cannot be transferred (policy
compatibility), what the key obstacles to effective policy transfer may be to ensure
implementation and in whose interest the programme been developed. And, finally our
understanding of political success is progressed through recognition of the importance of
elite and cognitive mobilization strategies in winning the war of ideas. In short, evidence
is not a sufficient criterion for affecting policy change; politics matters and
communicative strategies are central to the achievement of policy success.
This allows us to slightly modify Richard Rose’s (2005) ten steps to drawing a lesson
outlined in Chapter 3:
•

Create an action-based research network with the capacity to act.

•

Scan alternatives and decide where to look for lessons.

•

Where possible learn by going abroad.

•

Abstract from what you observe a generalised model of how a foreign
programme works.

•

Identify the barriers to learning.

•

Turn the model into a lesson fitting your own national context using rigorous
comparative analysis.

•

Decide whether the lesson should be adopted in consultation with a broad
range of stakeholders and beneficiaries.
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•

Decide whether the lesson can be applied with a broad range of stakeholders.

•

Simplify the means and ends of a lesson to increase its chances of success.

•

Evaluate a lesson’s outcome prospectively and, if it is adopted, as it evolves
over time.

•

Subject to the availability of resources pilot or use other forms of policy
simulation to evaluate potential impact on communities.

•

Develop a communication strategy to clearly articulate the public value of the
intervention.

•

Develop a communication strategy that aligns the intervention with the
objectives of key decision-makers.

11.6.

Avenues for Future Research

Most future avenues for research identified in this section arise from problems of access
to policy systems in China. While China’s administrative system is experiencing
significant and in certain respects radical institutional change; the study of public
administration and public policy has been slow to respond. This is largely because there
is only a limited tradition of public policy research or even applied social science in
China. Moreover, the ability to engage in serious evidence-based research is
circumscribed by access to governmental organizations – the preserve of the privileged
few. The research which is produced tends to draw heavily on American political science
(particularly public choice theory) and the policy sciences but tends to be data poor.
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By implication, there is a need to find out more about China’s entrepreneurial
bureaucratic elite to provide a better understanding of their role in facilitating processes
of learning. We also need better implementation data in order to assess the impact of
policy transfer. There is also limited knowledge about whether there is a grand design in
high politics informing the process of learning. Certainly both the political rhetoric and
China’s historical preoccupation with planning would suggest that there may well be
some strategic coherence to these processes. Hence understanding the role of policy
transfer in Chinese statecraft itself is of paramount importance. Although the case studies
analyzed in this thesis allow for the generalization of certain knowledge claims more
empirical studies such as these would allow for the development of more sophisticated
understanding of China in transition.

11. 7.

End Games

This thesis has made a theoretical, empirical and prescriptive contribution to the
contemporary study of policy transfer. In the first regard, it observes that despite bold
claims to the contrary (see Evans and Marsh, ed., 2012), most studies of policy transfer
are characterised by their mono-cultural understanding of the process of policy-oriented
learning reflected in an obsession with the destination of transfer rather than its original
policy setting or settings. This betrays an absence of strong comparative investigation of
the process of learning. Moreover, existing approaches to the study of policy transfer
networks (the process of policy learning) are limited by their narrow epistemological
perspectives as in the main they tend to lend undue focus on actors, ideas/interests or
structure. Following the work of Marsh and Smith on policy networks (2000), this thesis
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has contended that these elements cannot be separately analyzed. It therefore advances an
interactive model of policy transfer networks that investigates the process of learning
through three interactive dimensions: between structure and agents, network and context,
and network and outcome.
This brings me to the thesis’s second main contribution – the presentation of original case
study explorations of the role of policy transfer in facilitating the rise of the “New
Authoritarian Developmental State” (Chai, 2009) or what I term the ‘Quasi-Competition
State”.The thesis contends that policy transfer has become a key policy instrument in the
process of transition from a command to a market socialist economy, and latterly to a
Competition State. Indeed, in order to meet the perceived imperatives of globalization
and state transformation, the ‘Reform and Open Door’ policy has been featured by a
broad range of processes of policy learning characterized by bounded rationality, the
complex interplay between structural forces of reform, ideas and interests but where
politics (the Party) remains ultimately decisive in understanding policy outcomes.
The third and final contribution of this thesis lies in its identification of the ingredients of
rational policy transfer which can hopefully help guide future Chinese policy-makers to
more progressive policy outcomes.
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Human Resources Development in China – the Case of the China Europe Public
Administration Programme (CEPA)	
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Lixing Wei
Meilan Shi

Linxiang Lu

Position
Date
the previous Vice Chancellor of China 23 September 2011.
Academy of Governance, P. R. China。
Deputy Director General of the 22 September 2011。
Department of Scientific Research, CNSA,
and the Key Expert of the Component
Three, P. R. China。
former
Director
General
of
the 21 September 2011.
International Affairs Department of CNSA
and Co-director of the CEPA Programme.
P. R. China.

Wei Jiang

Deputy Secretary-General of the Political and
Legal Affairs Committee of China Central
Government. P. R. China.

9 September 2011.

Xiaolai Guo

Director General of Department of MPA,
CNSA and Key Expert of the Component
Two, P. R. China.

10 July 2011.

Jingmin Jiao

Division Chief of Department of MPA, CNSA,
Training Manager of MPA Programme. P. R.
China.

17 September 2011.

Guili Bo

Director General of the Department of Public
Administration, CNSA, and the Key Expert of
the Component Five, P. R. China.

11 September 2011.
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Policy Transfer, Pensions and Long-term Care Policy in China
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Date
Lina Wang
Senior civil servant in the Ministry 23 July 2011.
of Human Resources and Social
Security of Liaoning Province,
P.R.China.
Changwei Jiao
Senior Civil Servant in Ministry of 11 June 2011.
Human Resources and Social
Security of Liaoning Province,
P.R.China.
Professor Jianbing Shao

Associate Dean of Sun Wah
International Business School in
Liaoning University. P.R.China.

10 September 2011.

Associated Professor.
Man An

The Head of Management Department
of Sun Wah International Business
School in Liaoning University.
P.R.China.

10 September 2011.

Xu Wu

Civil Servant in Ministry of Human
Resources and Social Security of
Liaoning Province, P.R.China.

10 July 2011.

Naiyi Cheng

Deputy Director in Ministry of 13 July 2011.
Human Resources and Social
Security of Liaoning Province,
P.R.China.
Dean
School
of
Public 14 July 2013.
Administration, Renmin University,
Beijing.

Professor Keyong Dong
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Policy Transfer and Banking Sector Reform – the Case of Strategic Management
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Huo Chunhui
Associated Professor, Associated Dean of 27 March 2011.
Business School at Liaoning University;
member of International Association for
Chinese Management Research. P. R.
China.
Jiachun Sun
The Deputy Secretary (Business, Finance 13 June 2011.
and Banking) of the Department of
Political and Law in Benxi City. Liaoning
Province. P.R.China.
Hui Dong,

The solicitor at Benxi City Branch of Bank of
China.

Zhengqing, Zhou

The previous Deputy Governor of PBOC. 20, September 2011.
P. R. China.

Xianglong, Dai

Previous Governor of the central bank. P. R.
China .

13 April 2011.

Lixing Wei

The previous Vice Chancellor of China
Academy of Governance, P.R.China.

23 September 2011.

Jing Jiang

Director in Charge of financial issues in 30 June 2011.
Benxi city, Liaoning Province. P.R.China.

Zhijun Guo

The Manager in Benxi City Branch of 11 June 2011.
Bank of China. P. R. China.

Anonymous

Senior Manager, Banking Sector, P. R. 14 November 2012.
China.
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15 June 2011.

Policy Transfer and Property Management in China
Name
Position

Date
10 September 2011.

Professor Jianbing
Shao

Associate Dean of Sun Wah International
Business School in Liaoning University.
P.R.China.

Xinghao Zhang

Senior Civil Servant in the Administration
of House and Property Management. Benxi
City. Liaoning Province. P.R. China.

29 May 2011.

Bi Zhang

The Head of in the Administration of House
and Property Management. Benxi City.
Liaoning Province. P.R. China.

1 June 2011.

Yingshuai He

The Civil Servant in the Administration 10, May, 2011.
of House and Property Management.
Liaoning Province. P.R. China.

Economic Harmonisation and the World Trade Organisation – the Case of
China’s Growth Enterprises Market
Name
Position
Date
Associated Professor.
Associated Dean of Business School at
27 March 2011.
Huo Chunhui

Liaoning University; member of
International Association for Chinese
Management Research. P. R. China.

Jiachun Sun

The Deputy Secretary (Business, 13 June 2011.
Finance and Banking) of the
Department of Political and Law in
Benxi City. Liaoning Province.
P.R.China.

Zhihua Wang

Expert on securities reform, P. R. China.

Guoqing Zhao

Floor Manager in Tong Daxin Stock 4 July 2011.
and Securities Exchange at Benxi City
Branch, P. R. China.

Jing Jiang

Director in Charge of financial issues in
Benxi city, Liaoning Province. P.R.China.

Anoymous

Senior Administrator, China Academy 15 November 2013.
for Governance.
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6 June 2011.

30 June 2011.

Questions For All Interviews
1. Are you familiar with the idea of policy transfer?
2. Do you consider that the ‘Reform and Open Door Policy’ and China’s WTO accession
would be an agent of transfer? If so, what do you think their role in learning knowledge,
information and experiences?
3. What are the relationships between the ‘Reform and Open Door Policy’ and China’s
WTO accession?
4. Why did China to join the WTO?
5. Did China have to undertake any reform to join the WTO? If so, what reforms did it
undertake?
6. What were the WTO’s requirements for accepting China as a member nation?
7. What did accession to the WTO mean for China?
8. What did China’s WTO accession mean for the WTO?
9. Has WTO membership helped China to obtain credits at international community?
10. What have been the main benefits and problems that WTO membership has brought to
China
11. After ten years of membership, what would your assessment of China as a WTO member
country be?
12. How does the peer review mechanism work?
13. How has the relationship between the WTO and China been during the first ten years of
membership?
14. What recommendations WTO has made to China in terms of administrative reform?
What is expectations implementation?
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Questions For Long-term Care Reform in China Case-study:
Q1: What is the long-term care policy about in China?
Q2: What problems did Chinese Government want to solve by long-term care policy?
Q3: How did the actor engage in comparing the international solutions?
Q4: What were the conditions (social, economic, political, and organizational context) that led to
the adoption of exogenous lesson?
Q5: Is there any particular foreign advanced model that China’s social security’s sector should
draw from?
Q6: Did China’s social security’s sector have any cognitive support from policy borrower?
Q7: Have the objectives of the program been attained? Why?
Q8: What would be your general assessment of the program?
Q9: What has the foreign model recommended China in terms of long-term care policy? How
suitable are they for Chinese context?
Q10: In your opinion, what have been the main benefits and problems through transferring the
foreign model?
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Questions For China’s Banking Sector Reform Case-study
Q1: How could you characterise China’s Banking Sector since China’s WTO entry? Is it
competitive or an oligopoly?
Q2: Do you have international competitors? If yes, who are they? If not, why not?
Q3: What are the major positive lessons? What China’s Banking Sector can draw from its
international competitors?
Q4: What are the core competences of China’s Banking Sector in drawing lessons?
Q5: What is the key strategic issue at this moment for China’s banking sectors?
Q6: How can China’s Banking Sector improve its competitive advantages in the new
environment?
Q7: Which of the following reforms are most possible in China since WTO entry? What are your
reasons?

a.
b.
c.
d.

Mergers & Acquisitions
Strategic alliances with domestic insurers
Joint ventures with foreign insurers
None of them

Q8: What should China’s Banking Sector do to be strategically competitive?
Q9: Has China’s Banking Sector had any co-operation programs with foreign banks? Please
provide details.
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Questions For China’s property Management in Real-state
Sector Case-study:
Q1: Was the Reform Open Door Policy provides a great opportunity for policy transfer? If so,
what do you think its role has been in developing New Chinese Developmental State?
Q2: How does the Council of Property Management of China glean knowledge or information to
establish its proposals or recommendations? How does the Council of Property Management of
China select the information? Could you describe the process for which informs this?
Q3: From where does the Council of Property Management acquire information about managerial
practices? What are the current trends in this area?
Q4: How does the Council of Property Management of China transfer knowledge, information
and experiences from developed countries? Is there any legal obligation for the Council of
Property Management of China to adopt these recommendations?
Q5: In general terms, what are the most common difficulties that the Council of Property
Management of China adopts from developing countries? Does the ready-made solution give
further advice to overcome implementation problems?

Q6: Have you heard about Housing Estate reform? If so, what would be your assessment of its
progress?
Q7: Which overseas examples have been recommended to China in terms of disclosure policies?
How suitable are they for the Chinese context?
Q8: Has these been an evaluation of the Council of Property Management of China reform that is
taking place now?
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Questions For Foundation of China’s Growth Enterprise
Market Case-study:
Q1: What is GEM Board about?
Q2: What problem did you want to solve through the creation of the GEM Board?
Q3: How did you come up with the idea of designing and implementing a program like the GEM
Board?
Q4: What were the conditions (social, economic, political, and organizational context) that led to
the adoption of GEM Board?
Q5: Which agents took part in the design process of the program?
Q6: Did you have any cognitive support from local or external experts or organizations?
Q7: Is there any particular indigenous setting or settings that China’s GEM should draw lessons
from? If not, why?
Q8: What were the main implementation problems experienced in the creation of GEM Board?
Q9: Have you obtained external advice to overcome these implementation problems?
Q10: Was it necessary to undertake structural changes at the interior of the organization to
implement the program?
Q11: Have the objectives of the program been attained? Why?
Q12: What would be your general assessment of the program?
Q13: What resources are necessary to guarantee its success?
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