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Corruption, the abuse of public office for private gain, is a pervasive topic of study in
political science and the field of Chinese politics.' Despite decades of scholarship, the
definition of corruption is still disputed. What constitutes “abuse”?”* How do we separate
out normative considerations when studying “abuse”?’ What constitutes “private gain”?*
Finally, what is the analytical distinction between formal and informal modes of
corruption?’

We do know that corruption, especially high-level corruption, hurts state
legitimacy—a lesson the CCP learned the hard way in 1989 (Sun 1991).° According to
Nye (1967), “one of the first charges leveled at the previous regime by leaders of a
coup...is ‘corruption’ (417). Of course, corruption is not unique to the reform era in
China. In People or Monsters (1979), Liu Binyan writes that the socialist planned
economy was “in practice, nothing but a continuous flow of public resources into the
private pockets of power-holders.” The initial stages of the Cultural Revolution
nominally constituted an anti-corruption movement (Unger 1991). What has changed in
the reform era is the form and scope of corruption (Guo 2008; He 2000; Wedeman
2004a; White 1996) as well as its public salience (Manion 2004; Saich 2012). In this
memo, I briefly review three clusters of studies on reform-era corruption: (1) those that
treat corruption as an independent variable, (2) those that treat it as a dependent variable,
and (3) those that analyze the impact of corruption and anti-corruption efforts on state
legitimacy. I conclude by discussing three understudied questions in the scholarship on
corruption in China.

Corruption as an Independent Variable

! Since this memo focuses on corruption in China, I will primarily cite research in Chinese politics. I define
corruption broadly in order to include as many studies as possible.

? Manion (2004: 4-6) emphasizes the violation of formal-legal rules as quintessential to the definition of
corruption.

? What is perceived to be unethical and corrupt in one society may be accepted or even desired in another
(Nye 1967: 423). Cultural norms can be sticky: DeBacker et al. (2015) find that corporations owned by
individuals from countries with high levels of corruption are more likely to evade US taxes.

* Broadening “abuse” to “use” opens the floodgates of “legalized corruption.” For instance, recent research
shows the level of financial gain accrued by holding public office in China (Hou 2015; Truex 2014) and the
number of firms seeking connections with the central government (Wang 2016).

> Ang and Jia (2014) argue that corruption and formal institutions can be (perversely) complementary: e.g.,
politically connected firms are more likely to use formal institutions such as courts.

% However, it is unclear whether anti-corruption campaigns increase legitimacy (Wang and Dickson 2017).



One debate at the heart of this cluster of research is whether private vice can produce
public gain. Most of these scholars seek to understand whether corruption spurs or
inhibits economic growth. The pro-growth school of thought envisions multiple pathways
through which corruption can foster economic growth, such as capital formation, de facto
market mechanisms, and entrepreneurial incentives (Nye 1967; Wedeman 2004b). For
example, Wank (1996) argues that ties (guanxi) linking private businesses to state
bureaucracies “drive marketization by enhancing resource allocation, creating stable
expectations...forg[e] information channels...[and] support innovation” (821). Research
on local state entrepreneurialism during reform also examines institutional practices that
border on what some may consider corruption (e.g., Ang 2016; Blecher 1991; Oi 1995;
Walder 1995).” Duckett (2001) distinguishes between corruption, profiteering, and state
entrepreneurialism, and argues that only the third leads to economic development.®
However, these theoretically distinct behaviors are often observationally equivalent
(Birney 2014), or emerge out of similar institutional settings, such as fiscal
decentralization (Oi 1992; Jin et al. 2005; Lin and Liu 2000; Mattingly 2016; Zhang and
Zou 1998).

The anti-growth school of thought sees corruption as an impediment to economic
development (Dickson 2008; Huang 2008; Mauro 1995; Rose-Ackerman 1999; Wei
1999; Sun 2004).” Lu (2000a) sheds light on the predatory side of state-led development
that “distorts the market, hurts investment, and reduces competitiveness” (285). Ong
(2012) details the ubiquity of asset stripping in the process of TVE privatization. In
recent years, even the Party itself has acknowledged that: “costs of corruption far
outweigh benefits” (Yao 2015).

In the realm of political development, corruption has been associated with both
positive and negative institutional changes (Whiting 2006).'® One such “positive”
institutional change was China’s legalization of private enterprises with more than eight
employees (Tsai 2006). While Tsai does not directly relate the concept of “adaptive
informal institutions” to corruption, she nevertheless notes that: “crackdowns on adaptive
informal institutions in the economic realm are most likely to occur during political
campaigns against corruption” (126). “Wearing a red hat”—the widespread practice of
registering private enterprises as public—was at the time a clear violation of formal-legal
rules for private gain before private business ownership became legal.'' In more sobering

701 (1995: 114) argues that local fiscal arrangements in the 1980s allowed cadres to benefit economically
(and, many would argue, politically) from promoting economic growth without resorting to corruption.
However, it may be argued that the same institutions also led to the rise of corruption.

¥ Duckett argues that state entrepreneurialism “generates income for the state administration, and ... the
spending is often accounted for under recognizable spending categories, rather than simply being siphoned
off for private use” (28). It should be noted, however, that a major tactic of graft is accounting for the
private use of public resources under officially sanctioned spending categories.

? Treisman (2007) finds a negative correlation between a country’s perceived level of corruption and its
level of economic development.

' Nye (1967) cites Britain’s establishment of the cabinet in the 18th century and America’s integration of
immigrants in the 19th century as examples of positive institutional change as a result of corruption.

"'Wank (1996) also uses “wearing a red hat” as an example of institutional innovation produced by
corruption.



accounts, both Huang (2008) and Pei (2016) argue that rampant corruption is not only
bad news for continued economic growth, but also threatens the Chinese Communist
Party’s (CCP’s) survival.

Corruption as the Dependent Variable

A parallel line of research focuses on reform-era corruption as explanandum. Since
corruption is generally an undesirable outcome, what causes it? Early inquiries explore
legacies of the Maoist system and organizational transformation (e.g., “involution™) in the
reform era (Lu 2000b; Walder 1986).'2 Other scholars have argued that corruption is not
an “externality,” but a feature (“by design”) of the political system (Manion 2004; Pei
2016; Shirk 1993)." To explore the impact of reform policies on corruption, scholars
have examined state capture of private business (Kellee Tsai 2007; Dickson 2008),
reduced state autonomy and capacity (Ong 2012; Wang 2013), elite capture of civil
society groups (Mattingly 2016), and foreign direct investment inflow (Gallagher 2002;
Zhu 2017). Accounts of anti-corruption campaigns note that anti-corruption measures
were quite selective (Manion 1997; Manion 2004; Shirk 1993), while recent research
highlights the importance of public participation in programs to combat corruption (Ang
2014; Stromseth et al. 2017).

Corruption and State Legitimacy

Finally, a third body of research examines the linkage between corruption, anti-
corruption, and state legitimacy. Most people agree that salient, high-level corruption
damages state legitimacy. However, the evidence is much more mixed on whether anti-
corruption measures help sooth public anxiety over corruption.'* Jiang and Yang (2016)
find that the purge of Chen Liangyu caused an increase in expressed political support but
a decrease in actual support. Wang and Dickson (2017) also find that China’s most recent
anti-corruption campaign has reduced public support for the Party by altering people’s
prior beliefs about officials. Zhu, Lu and Shi (2012) find that perceived corruption varies
based on the sources of information.

Regarding the “salience” of corruption, it is important to remember that China has
experienced numerous anti-corruption riots and protests throughout the reform era,
particularly in the 1990s and 2000s (e.g., the 1989 Tiananmen Movement, the 1993

2 Walder’s influential study on the transformation of the state enterprise finds that “neo-traditionalism” is
“a system of political incentives that appear on the surface to be based on political appeals and nonmaterial
incentives, but which, in fact, are based on a deep-seated particularism in the allocation of material rewards
and career opportunities” (1986: xiii).

13 Shirk (1993) argues that the CCP secures the loyalty of local cadres through a strategic and selective
tolerance of corruption.

"In my analysis of 2015 survey data, I find that citizens in cities that have fired more officials for
corruption expressed significantly higher levels of satisfaction with local environmental governance, all
else being equal (Ding 2016). Without reading too much into this finding, one explanation may be that the
anti-corruption campaign has increased public confidence in governance (“diffused support™), which seeps
into “specific support” such as environmental satisfaction.



Renshou riots). Although the current anti-corruption campaign may seem different—and
by various measures it is—it nevertheless helps to look for historical antecedents. When
exploring the relationship between corruption and legitimacy, it may also be helpful to
examine the sensitivity of regime support to various events.'

Future Research on Corruption

I find three important yet underexplored questions in the robust literature on corruption.
First, cross-national comparative research finds different patterns and outcomes of
corruption in different countries (Sun 1999; Sun and Johnston 2009). What about
subnational variations in the form and severity of corruption? While previous studies
have indirectly addressed this question through comparative analyses of local political
economies (e.g., Hurst 2004; Lee 2007; Lily Tsai 2007; Rithmire 2013, 2015),16 it would
be interesting to see whether the severity, perception, and modes of corruption also vary
regionally.

Second, those who are interested in the current anti-corruption campaign or its
effect on general state behavior may explore the local “externalities” of the campaign.
Anecdotal evidence suggests that although the current campaign has reduced corruption,
it has also immobilized local bureaucracies to a certain degree (which may be an
intuitive, albeit negative, prediction of the entrepreneurial state arguments). Future
studies could examine whether areas that have been more heavily impacted by the current
campaign experienced delayed policy implementation.

Finally, future research should explore the psychological mechanisms linking
perceived corruption and state legitimacy. If corruption is thought to be the result of a
moral failing of the state, do certain kinds of corruption damage regime support more
than others? Certainly, an official who embezzled a million Yuan and used the money to
support his mother’s cancer treatment would be perceived very differently than one who
spent the money in Macau. How, exactly, can the state effectively use anti-corruption
campaigns to generate support, and how do people respond (e.g., on a moral/intuitive
level) to state portrayal of corruption and anti-corruption in the media?

' For example, Alkon and Wang (2018) find that regime support varies from day to day based on air
pollution levels.

' See Rithmire (2014) for a review essay on China’s regional political economies.



References

Alkon, Meir, and Erik Wang. 2018. “Pollution Lowers Support for China’s Regime:
Quasi-Experimental Evidence from Beijing.” Journal of Politics. 80 (1): 327-331.

Ang, Yuen Yuen. 2014. “Authoritarian Restraints on Online Activism Revisited: Why ‘I-
Paid-A-Bribe’ Worked in India but Failed in China.” Comparative Politics 47 (1):
21-40.

Ang, Yuen Yuen. 2016. How China Escaped the Poverty Trap. Ithaca, NY: Cornell
University Press.

Ang, Yuen Yuen, and Nan Jia. 2014. “Perverse Complementarity: Political Connections
and the Use of Courts Among Private Firms in China.” The Journal of Politics 76
(2): 318-332.

Binyan, Liu. 1979. People or Monsters.

Birney, Mayling. 2014. “Decentralization and Veiled Corruption under China’s ‘Rule of
Mandates.’” World Development 53: 55-67.

Blecher, Marc. 1991. “Developmental State, Entreprencurial State: The Political
Economy of Socialist Reform in Xinji Municipality and Guanghan County”, in
Gordon White (ed.), The Chinese State in the Era of Economic Reform: 265-291.

DeBacker, Jason, Bradley T. Heim, and Anh Tran. 2015. “Importing Corruption Culture
from Overseas: Evidence from Corporate Tax Evasion in the United States.”
Journal of Financial Economics 117 (1): 122-138.

Dickson, Bruce. 2008. Wealth into Power: The Communist Party’s Embrace of China’s
Private Sector. New York: Cambridge University Press.

Ding, Iza. 2016. Invisible Sky, Visible State: Environmental Governance and Political
Support in China. Harvard University Dissertation.

Duckett, Jane. 2001. “Bureaucrats in Business, Chinese-Style: The Lessons of Market
Reform and State Entrepreneurialism in the People’s Republic of China.” World
Development 29 (1): 23-37.

Gallagher, Mary. 2002. “’Reform and Openness’: Why China’s Economic Reforms Have
Delayed Democracy.” World Politics 54 (3): 338-372.

Guo, Yong. 2008. “Corruption in Transitional China: An Empirical Analysis.” The China
Quarterly 194: 349-364.



He, Zengke. 2000. “Corruption and Anti-Corruption in Reform China.” Communist and
Post-Communist Studies 33 (2000): 243-270.

Hou, Yue. 2015. Participatory Autocracy: Private Entrepreneurs, Legislatures, and
Property Protection in China. MIT Dissertation.

Huang, Yasheng. 2008. Capitalism with Chinese Characteristics: Entrepreneurship and
the State. New York: Cambridge University Press.

Hurst, William. 2004. “Understanding Contentious Collective Action by Chinese Laid-
Off Workers: The Importance of Regional Political Economy.” Studies in
Comparative International Development 39 (2): 94-120.

Jiang, Junyan and Dali L. Yang. 2016. “Lying or Believing? Measuring Preference
Falsification From a Political Purge in China.” Comparative Political Studies 49
(5): 600-634.

Jin, Hehui, Yingyi Qian, and Barry R. Weingast. 2005. “Regional Decentralization and
Fiscal Incentives: Federalism, Chinese Style.” Journal of Public Economics 89 (9-
10): 1719-1742.

Lee, Ching Kwan. 2007. Against the Law: Labor Protests in China’s Rustbelt and
Sunbelt. Berkeley: University of California Press.

Lin, Yifu, and Zhiqiang Liu. 2000. “Fiscal Decentralization and Economic Growth in
China.” Economic Development and Cultural Change 49 (1): 1-19.

Lu, Xiaobo. 2000a. “Booty Socialism, Bureau-Preneurs, and the State in Transition:
Organizational Corruption in China.” Comparative Politics 32 (3): 273-294.

Lu, Xiaobo. 2000b. Cadres and Corruption: The Organizational Involution of the
Chinese Communist Party. Palo Alto, CA: Stanford University Press.

Manion, Melanie. 1997. “Corruption and Corruption Control: More of the Same in
1996.” China Review: 33-56.

Manion, Melanie. 2004. Corruption by Design: Building Clean Government in Mainland
China and Hong Kong. Cambridge, MA: Harvard University Press.

Mattingly, Daniel. 2016. “Elite Capture: How Decentralization and Informal Institutions
Weaken Property Rights in China.” World Politics 68 (3): 383-412.

Mauro, Paolo. 1995. “Corruption and Growth.” Quarterly Journal of Economics 110 (3):
681-712.



Nye, J. S. 1967. Corruption and Political Development: A Cost-Benefit Analysis. The
American Political Science Review 61 (2): 417-27.

Oi, Jean. 1992. “Fiscal Reform and the Economic Foundations of Local State
Corporatism.” World Politics 45: 99-126.

Oi, Jean. 1995. “The Role of the Local State in China’s Transitional Economy.” The
China Quarterly 144 (1): 132-149.

Ong, Lynette. 2012. “Between Developmental and Clientalist States: Local State-
Business Relationships in China.” Comparative Politics 44 (2): 191-2009.

Pei, Minxin. 2016. China’s Crony Capitalism. Cambridge, MA: Harvard University
Press.

Rithmire, Meg. 2013. “Land Politics and Local State Capacities: The Political Economy
of Urban Change in China.” The China Quarterly 216: 872-895.

Rithmire, Meg. 2014. “China’s ‘New Regionalism’: Subnational Analysis in Chinese
Political Economy.” World Politics 66 (1): 165-194.

Rithmire, Meg. 2015. Land Bargaining and Chinese Capitalism: The Politics of Property
Rights under Reform. New York: Cambridge University Press.

Rose-Ackerman, Susan. 1999. Corruption and Government: Causes, Consequences, and
Reforms. New York: Cambridge University Press.

Saich, Anthony. 2012. “The Quality of Governance in China: The Citizen’s View.”
Harvard Kennedy School Faculty Research Working Paper.

Shirk, Susan. 1993. The Political Logic of Economic Reform in China. Berkeley:
University of California Press.

Stromseth Jonathan, Edmund Malesky, and Dimitar Gueorguiev. 2017. China’s
Governance Puzzle: Enabling Transparency and Participation in a Single-Party
Regime. New York: Cambridge University Press.

Sun, Yan. 1991. “The Chinese Protests of 1989: The Issue of Corruption.” Asian Survey
31 (8): 762-782.

Sun, Yan. 1999. “Reform, State, and Corruption: Is Corruption Less Destructive in China
than in Russia?” Comparative Politics 32 (1): 1-20.

Sun, Yan. 2004. Corruption and Market in Contemporary China. Ithaca, NY: Cornell
University Press.



Sun, Yan and Michael Johnston. 2009. “Does Democracy Check Corruption? Insights
from China and India.” Comparative Politics 42 (1): 1-19.

Treisman, Daniel. 2007. “What Have We Learnt About the Causes of Corruption from

Ten Years of Cross-National Empirical Research?” Annual Review of Political
Science 10: 211-244.

Truex, Rory. 2014. “The Return to Office in a ‘Rubber Stamp’ Parliament.” American
Political Science Review 108 (2): 235-251.

Tsai, Kellee. 2006. “Adaptive Informal Institutions and Endogenous Institutional Change
in China.” World Politics 59 (1): 116-141.

Tsai, Kellee. 2007. Capitalism without Democracy: The Private Sector in Contemporary
China. Ithaca: Cornell University Press.

Tsai, Lily. 2007. Accountability without Democracy: Solidary Groups and Public Goods
Provision in Rural China. New York: Cambridge University Press.

Unger, Jonathan. 1991. “Wither China? Yang Xiguang, Red Capitalists, and the Social
Turmoil of the Cultural Revolution.” Modern China 17 (1): 3-37.

Walder, Andrew. 1986. Communist Neo-Traditionalism: Work and Authority in Chinese
Industry. Berkeley: University of California Press.

Walder, Andrew. 1995. “Local Governments as Industrial Corporations: An
Organizational Analysis of China’s Transitional Economy.” American Journal of
Sociology 101 (2): 263.

Wang, Yuhua. 2013. “Court Funding and Judicial Corruption in China.” The China
Journal 69: 1-21.

Wang, Yuhua. 2016. “Beyond Local Protectionism: China’s State-Business Relations in
the Last Two Decades.” The China Quarterly 226: 319-341.

Wang, Yuhua, and Bruce Dickson. 2017. “How Corruption Investigation Undermine
Regime Support: Evidence from China.” Working Paper.

Wank, David L. 1996. “The Institutional Process of Market Clientalism: Guanxi and
Private Business in a South China City.” The China Quarterly 147: 820-838.

Wedeman, Andrew. 2004a. “The Intensification of Corruption in China.” The China
Quarterly 180: 895-921.

Wedeman, Andrew. 2004b. “Great Disorder under Heaven: Endemic Corruption and
Rapid Growth in Contemporary China.” China Review 4 (2); 1-32.



Wei, Shang-Jin. 1999. “Corruption in Economic Development: Beneficial Grease, Minor
Annoyance, or Major Obstacle?” Working Paper.

White, Gordon. 1996. “Corruption and Market Reform in China.” IDS Bulletin 27 (2):
40-47.

Whiting, Susan. 2006. Power and Wealth in Rural China: The Political Economy of
Institutional Change. New York: Cambridge University Press.

Yao, Yang. 2015. “Costs of Corruption Far Outweigh Benefits.” China Daily, May 14.
http://www.chinadaily.com.cn/opinion/2015-05/14/content 20711383.htm.

Zhang, Tao and Hengfu Zou. 1998. “Fiscal Decentralization, Public Spending, and
Economic Growth in China.” Journal of Public Economics 67 (2): 221-240.

Zhu, Boliang. 2017. “MNCs, Rents, and Corruption: Evidence from China.” American
Journal of Political Science 61 (1): 84-99.

Zhu, Jiangnan, Jie Lu, and Tianjian Shi. 2012. “When Grapevine News Meets Mass
Media: Different Information Sources and Popular Perceptions of Government
Corruption in Mainland China.” Comparative Political Studies 46 (8): 920-946.



