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Local Government and Chinese Harmonious regional Economic Growth
under Discentralization: An explanation from Neo-institutional
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Abstract: The key of Chinese high-speed growth miracle is local governmental positivity in boosting
local economy after financial decentralization. However, it left the bugs of regional unharmonious and
environmental unsustainable structure and institution. Therefore, this thesis would define and deduce
the boundary of governmental responsibility during the bargain between local and central governments
from a Neo-institution Economic angle. Then it analyzes how interest distribution in the incomplete
contract affects economic performance and the new reason why repeated construction and regional
environmental issues exist in decentralization. Finally, it puts that to build up service-oriented

government is the key to solve such problems.

Key words: Decentralization; Local Government; Incomplete Contract; Responsibility; Harmonious
Growth
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