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Two major perspectives permeate discussion on State sector reform in China. The first emphasises the “withdrawal of the State” where government departments with jurisdiction over economic sectors are either being abolished altogether, or divesting themselves of economic concerns (especially State-owned enterprises, SOEs) and where the delineation between administrative and economic functions are becoming increasingly distinct
. A similar process is also thought to be underway at local levels, through the contracting of collective assets, the rise of the private sector and increasing autonomy from the Centre. In the process of transition, government departments have less scope to intervene in the economy, and are instead charged with playing a more “macro management” role in the economy. Layered within is the development of non-government organisations or a “third sector” as a means of delivering public services (Yang and Zhang, 2002) raising speculation about the rise of a “civil society” in China (Gould, 1990; Nevitt, 1996). Analysts, even within China, have suggested that the country should continue to adopt governance structures similar to Western countries, including in the agricultural sector (Lu, 1996; Lu, 1998).  

A second rather different perspective is that the State is strategically redefining its structure but, rather than withdrawing, retains its interventionist role. Under this perspective, the reform of governance structures – either administrative or corporate – has been superficial and amounted only to a shuffling exercise. The State continues to pervade economic activities through structures inherited from the Central Planning era and, perhaps more importantly, has also developed new structures of intervention. The notion of State-led corporatism is a useful way of describing the evolving role of the State which is able to block or capture other elements of society including trade unions and associations (Unger and Chan, 1995)
, virtually all economic activities at local levels (Oi, 1999), including private and foreign business (Pearson, 1994). Other elements particularly important to agriculture that could be added to this list include farmers, local groups, co-operatives, the extension system and a range of stakeholders in agricultural development projects and policies. Under State-led corporatism, the State remains pro-active, interventionist, is able to “capture” non-State actors and lead economic activity.

This paper argues that assessments about which of the two perspectives best reflects the role of the State in the economy in China need to be made: on a sector-by-sector basis; by looking beyond a linear process of transition from a Central planning to market economy; and by recognising that the State is not a monolithic entity but a multi-dimensional nexus of actors. On this basis, the conclusion is drawn that multiple parts of the State apparatus co-ordinate to permeate virtually all agricultural activities at all levels. 
There are three major reasons for this. First, the agricultural sector continues to be viewed not just as another economic sector, but also as a sector vital to the strategic interests of the country (like the infrastructure and health sectors) and to its social fabric (like no other sector). To achieve this, China uses mechanisms traceable to the Central Planning era and agricultural protectionism similar to other countries, especially in grain and cotton policy. The significance of these measures has to be redefined, however, in an era when the remainder of the agricultural sector (“non-staples” such as some grains and feed, livestock and cash crops) is increasing in relative importance, and in an era of domestic economic reforms and WTO accession
. 

Second, new structures have been adopted to support and control an agricultural sector under transformation. It is argued that the State actively intervenes in agriculture in more ways than through protection, subsidies or ownership structures. Most important is the ability of the State to organise and coerce actors in the agricultural sector, including farmers, enterprises, co-operatives, associations, and extension and research organisations. WTO accession will not fundamentally change this organisational capacity. 
Third, there are deeply-embedded obstacles to the reform of agricultural sector that arise not only out of the nature of the sector in China (production, marketing and consumption structures), but of the institutional structures that govern it. Service units are an important but relatively neglected aspect in this regard.

These three reasons are illustrated in this paper by focusing issues of governance, or the institutional relationships that regulate how economic activity takes place (McNally, 2000). Particular attention is given to the role and reform of government departments (zhengfu bumen). A focus on government in State sector reform is particularly revealing because government departments pro-actively plan and administer the development of economic sectors and are inextricably intertwined with other aspects of the economic reform
. 

Discussion first turns to the superstructures that forge the role of government, including Party-State relations and the organisation of the State structure. The paper then examines the reform of government departments through; horizontal reorganisation; downsizing; cutting links with enterprises; clarifying the role of service units; and changing power relations in vertical government structures. 

In all cases, while reform measures appear very dramatic, closer examination reveals that they have been either superficial, incremental, or superseded by new interventionist structures. While many measures are made on a trial and error basis and through tradeoffs between competing vested interests at many levels (see (Lieberthal and Oksenberg, 1988), it can nevertheless be argued that the Party-State hierarchy has a strategic and consistent agenda to retain its strong capacity in the governance of the economy, especially in agriculture.      

The Chinese Communist Party 

Before discussing State sector reform, it is worth noting that political structures at the highest level that show no sign of reform. In theory, the Chinese Communist Party (CCP) is distinct from the State
. In practice, the CCP plays a pervasive role in making and approving (or otherwise) all major government decisions. 

The CCP has a special relationship with rural China, which formed the base for the Liberation movement. In its modern history, much of the legitimacy of the Party has been drawn from its ability to improve the life of peasants, a task outlined at least in rhetoric, but now increasingly urgently and genuinely, at every major occasion involving high level Party members
. The Party is acutely aware of the need to head off rural unrest, maintain food security, keep people fed and clothed, reduce poverty and deal with natural disasters. The development of the agricultural sector is of course central to achieving these objectives. On the other hand, the State has extracted agricultural surpluses to subsidise urban incomes, especially through grain procurement practices. The institutional environment for the development of bodies perceived as threats to the Party – especially “bottom-up” rural organisations such as co-operatives or credit groups – remains restrictive
.   

At the highest echelons, Central Party Committee delegates (that concurrently hold senior positions in the State Council) oversee sectoral portfolios, including agriculture
. Central Party officials also attend and guide a range of strategic meetings.
 At local levels, Party officials participate in economic – including agricultural – activities much more directly and are effectively of higher effective rank than State equivalents at local levels (a County Secretary for example outranks a County Governor). At all levels, Party members are embedded with all sectors of society, including government departments, service institutions and State and collective enterprises, where they perform training and supervision roles. Furthermore, unlike the State structure that formally terminates at township level, the vertical Party structure extends down to village level where farmers are organised. 

While these structures have been carried over from the Central Planning era, guiding ideologies have changed. The Party is committed to economic growth and does not depart from that line at Central or local levels. Thus, much of the work of Party and government (and business) officials is, therefore, often complimentary. 
The State Sector 

The State system is organised in parallel with the Party system in a hierarchy defined by rank equivalents
. At the top of the hierarchy, the State Council acts as the executive agency. Subordinate Central government ministries act as implementing agencies, charged with performing work for the State. Provincial governments are on the same rank level as ministries, and both have vertical hierarchies down to local levels. However, several complexities arise in the hierarchy including: the place of other organisations that are not administrative (such as SOEs and service organisations discussed below); half rank differences between government units and provinces
; the relationship between agencies
; and other less tangible factors such as the power of particular individuals and the history of the government department. However, the hierarchy provides a framework by which disciplinary mechanisms and incentives can be imposed by the CCP-State hierarchy to orchestrate and control the government structures and reforms described below, especially through personnel management (salary, welfare and status)
.

In discussing the changing dynamics of the State sector, it is important to distinguish between three basic parts of it that have carried over from the Central Planning era. Most fundamentally, there are “administrative units” (xingzheng danwei) of government that implement policy and regulations. These are arguably becoming more distinct from economic units of the State; the State-owned Enterprises (SOEs). Lying somewhere in between are “service units” (shiye danwei) that are charged with delivering public services on a non-, semi- or fully-commercial basis. As discussed below, service units are a commonly neglected but are an enormously important aspect of State sector reforms, especially in agriculture. 

Underlying State sector reform are a series of government reforms that have been undertaken since 1980. These reforms stalled after the mass demonstrations of 1989, but resumed in the Sixth round between 1993 and 1996, were followed by Seventh between 1998 and 2001 and another at the 10th National People’s Congress in 2003. The aims of both the Sixth and Seventh rounds of reform were: to strengthen the macro-economic management functions of the State; to abolish government departments with economic production functions and transfer these functions to enterprises; and to downsize government ((Burns, , 1997)
. The measures in 2003 were also consistent with these aims, with some additional and important refinements
. Aspects of government reform since 1993 are discussed in turn below. 

Horizontal Structures
Horizontal structures refer to the government departments that fall under the State Council hierarchy and the dynamics of the inter-relationships that exist between them. Current horizontal structures have been inherited from the Central Panning era where government departments took jurisdiction over particular sectors of the economy and economic units
. At least three detrimental economic and sectoral effects ensued from these structures and still persist today.

First, government controlled economic activity and the distribution of resources in their sectors but did not have the capacity (or information) to do so efficiently. This is well-understood and will not be elaborated further. Second, there was replication and competition between government departments that had direct control over economic activities. The problem was perhaps most pronounced in agriculture. In 1991, at least six agencies under the State Council alone impacted directly on the agricultural sector
. As power (jurisdiction) and money (through direct involvement) can be generated from control over industry sectors, government bodies entered into intense “turf wars” with each other. For instance, bodies under the Ministry of Agriculture (MoA) were in fierce competition with agencies under the Ministry of Commerce
 in everything from fertiliser and pesticide inputs, to the feed industry and to non-staple agricultural commodity marketing
. Competition between government bodies brings with it replication of activities. The attempt by government agencies to build “market share” is one reason for over-production in many rural industries. Third, problems arise not just from overlapping jurisdictions, but also from artificial distinctions between them. In the planned economy era and well into the 1990s, sectoral activities (such as agricultural production, marketing and processing) were distributed along political or administrative lines. That is, government bodies did not have responsibility for administering the whole industry or sector. The effects on industry fragmentation are well recognised in China.

Although many of these problems persist, government reforms since 1993 have aimed to address them
. The major casualties in the reform measures of the 1990s were government departments with jurisdiction over economic sectors. In line with the aim of transferring power from these specialised economic departments to macro-control departments, most of the 11 departments abolished in the 1998 reforms were specialised economic departments (ministries). They were demoted to bureaus or associations under the State Economic and Trade Commission (SETC), with most then abolished completely or turned into associations in 2000
. The trend continued in 2003 when: the SETC itself was merged with the Ministry of Foreign Trade and Economic Cooperation (MOFTEC) into a new Ministry of Commerce
; and the State Development Planning Commission was reorganised into the State Development and Reform Commission. The State Assets Management Commission was also elevated to direct jurisdiction under the State Council. The abolishment of specialised economic departments has therefore occurred in parallel with the rise in power of macro-control departments
. 

In theory, government reform measures have facilitated a shift away from direct State intervention in particular industries or sectors of the economy to a more “passive” role in macro-management involving “management, monitoring and guidance”. At the same time, however, the Party/State did not undertake these reforms to release its grip on economic power. To the contrary, the State Council has strengthened it grip on macro control mechanisms. Rather than being embedded under “specialised economic department” structures, macro-control departments now report directly to the State Council. Note also that “macro control” mechanisms include finance policy that can include subsidies, and bank loans and a range of instruments to “stabilise the market”, facilitate the pace of modernisation and strategic development
.
Although the Ministry of Agriculture (MoA) survived the rounds of government reforms, it was also affected by them. At the Central level, staff numbers were cut by about 50% in 1998. In addition, as part of the broader ministerial re-shaping, the State Council wrested some powers from the MoA in areas such as quarantine and inspection
 and statistical collection and reporting
, which were transferred to “macro-control departments”. 

The MoA might not have come through these reforms unscathed, but it is enormously significant that it is one of the only “specialised economic departments” to have remained intact, without being demoted or abolished. Many of the other government departments to have survived are also related to agriculture; the State Forestry Administration, the State Grain Administration and the State Tobacco Monopoly Administration
. This suggests that rather than being regarded purely as an economic sector, the agricultural sector is strategically treated in way similar to sectors that combine infrastructure, public welfare and economic/commercial dimensions
. These include the Ministry of Information Industry, the Ministry of Railways, Ministry of Communications, Ministry of Water Resources, and Ministry of Health. Furthermore, despite the move to macro-control departments in other sectors, the non-sector specific areas of poverty alleviation, land reclamation and township and village enterprises (TVEs) are still embedded in the MoA hierarchy
. The agricultural sector even has its own bank – the Agricultural Development Bank – for non- or semi-commercial loans with a development or strategic dimension (see Cai, 1998; Guo, 1998). 

Government reform measures have, in effect, increased the relative power base of the MoA in the State hierarchy for at least three reasons. First, the MoA retains its power to report directly to the State Council, and therefore also its power to formulate policies and regulations. Second, as a “specialised economic department”, the MoA retains capacity to intervene in the sector that it oversees, and especially in agricultural production. Third, the reforms have eliminated the competition to the MoA and broken down some of the administratively imposed boundaries in agricultural industries. It has thereby been able to extend its scope of jurisdiction from its traditional base in agricultural inputs and production, into areas such as processing and marketing. This has cleared the way for the MoA to become increasingly pro-active and interventionist in policies such as “vertical integration” (nongye chanyehua) (see Chen, 1998; Wang and Yu, 2001; Cai, 1998 and Gu, 1999) and “the strategic adjustment of agricultural structures” (nongye jiegou zhanluexing tiaozheng) (see Dazhou Branch of the People's Bank of China, 2001). 

Thus, the Chinese agricultural sector is in the unique position of being an economic sector that is still overseen by a powerful and bureaucratic structure with both the institutional capacity and the mandate from above to intervene in the sector. As shown below, this capacity is strengthened by fuzzy boundaries within the State sector and between the State and non-State sectors.  

Government downsizing

Another major intent of government reform measures has been to downsize government. This has been an elusive objective over the post-reform era. Indeed, the overall State sector has not reduced in size of the post-reform era. Far from it, by the end of 1996, 36.73 million “lived off the State”, an increase of 82.2 per cent compared to 1978 (Zhang, 1997). As was the aim for the 1998 reforms, staff numbers in Central administrative units were indeed cut by about one-half over three years. However, many of the staff of reformed or abolished government departments were simply shuffled sideways (with reference to the State rank equivalent system mentioned above) into other parts of the State system, namely SOEs or service units. This explains how such dramatic reforms could be achieved in a relatively short period of time. While this could be seen a superficial exercise, it is politically feasible and, furthermore, can have a positive effect if newly located staff are in demand and employed more productively in the service provision and economic sectors.  

Staff cuts also occurred at local levels when local administrative units lost their parent (Central) level ministries. That is, where Central ministries have been abolished or downgraded, so too were their regional counterparts. However, in stark contrast to the dramatic staff cuts at Central levels, only about one-fifth of administrative staff where cut at local levels (Xinhua News Agency, 2002). Even though many officials have “jumped into the sea” of business at local levels, there were simply not enough positions in service units and SOEs to absorb government officials. While seemingly dramatic, China’s reform program is incremental in that it extends only as far as it is politically and socially feasible
. 
The boundaries between administrative units, service units and SOEs are therefore a major factor in the downsizing and reform of the State. The establishment of these boundaries and the appropriate allocation of roles between the State actors remains unfinished business, particularly in agriculture. 

Enterprise reform
Another stated tenant of administrative reforms has been to shift economic functions from government to enterprises. The dynamics of separating (State) ownership from (enterprise) management is a well-documented aspect of the reform process in China. In addition to other regulatory measures
, government departments have been directed to divest themselves of SOEs formerly under their jurisdiction in several main ways. 

First, responsibility for enterprises deemed strategically important to the State
 were transferred from specialised economic departments to the umbrella of the State Asset Management Commission. There are now 195 such national level conglomerates that effectively act as holding companies for about 12,000 subsidiaries. As could be expected, numerous such companies are specialised or active in the agricultural sector
.

Second, a similar process has also taken place at local levels. The remainder of SOEs have been cut from their line bureaus and delegated to local government, where they come under a multi-layered network of State Asset Management Bureaus, State asset operating companies, and supervisory committees. 
Third, SOEs have undergone corporatisation through privatisation, shareholderisation (gufenhua) and the development of holding companies. From a situation where the vast majority of large enterprises were State-owned in the agricultural sector, about 50% are now shareholder enterprises (MoA, 2000). 

Fourth, and in parallel, TVEs (which are essentially SOEs at local levels) have also undergone privatisation and measures (especially contracting) have been put in place to separate enterprise management from local collective ownership. 

Fifth, and most importantly in agriculture, State agencies in many areas of agricultural marketing and processing (such as Supply and Marketing Co-operatives, General Food Companies and Native Products Companies) have been stripped of their monopoly positions for most aspects of both domestic and international trade. They now compete – with increasingly difficulty – on a roughly equal footing with enterprises of other ownership types and, in particular private dealers and processors
.  China’s enormous State Farm system (or, more accurately, combination of systems) is also undergoing liberalisation through the contracting of farm land, becoming less eligible for subsidies and increasing freedom to choose economic activities.  

Whether this series of reforms of jurisdiction over State enterprises has effectively divorced the State from enterprises management is debatable in the agricultural sector. While specialised economic departments have lost formal control over “their” old enterprises, government still remains active in enterprise management. This is especially the case as the State still has representation – and often majority share – in shareholder companies, reformed State marketing agencies and State farms that are so important in agriculture. Through Board representation or in decisions outside the enterprise itself, government influences personnel appointments, finance allocation and operational decisions. At both Central and local levels, enterprises with State ownership are still used to pursue State developmentalist and strategic objectives. 

Enterprise ownership structures are not, however, necessarily the defining factor in the role of the State in the enterprise sector. Indeed, the State remains a powerful force in the development and operation of enterprises, regardless of ownership structures. Oi (1999) argues that the local State has been able to influence the activities of local enterprises into the 1990s era of privatisation through corporatist structures, by providing support for credit, favourable tax other policy treatments, licensing and other approval processes and access to infrastructure etc. 
The reliance of enterprises on government – and vice-versa in a symbiotic relationship – is even more pronounced in agriculture. As argued below, agricultural enterprises are very often involved in development projects
 that can bring capital and favourable treatment. An equally important aspect is the organisation of agricultural production structures, especially farmers that notionally belong to the individual economy, to provide raw materials to enterprises. Local officials “broker” many of these resources but – as argued in the discussion of vertical structures below – poor agricultural areas are also reliant on higher levels of government for supply.   

As enterprises are the agents of State-led development, the State has an interest in not only is maintaining close and ongoing with existing enterprises, but also in building and forging new relationships with enterprises regarded as more suited to China’s ambitions of modernisation. In this regard, Central government takes a pro-active role in supporting and establishing enterprises. For example, in 1996 under the “grabbing hold of the key minority” slogan, the Jiang Zemin regime aimed to fast track the development of 1,000 conglomerates or Group structures (jituan gongsi) to resemble Japanese (zaibatsu), Korean (chaebol) and the U.S conglomerates. Every province, city and even more affluent towns were given directives to establish conglomerates, defined as enterprises with assets of over Rmb60 million. Officials were under great pressure to fill the quotas and keep them operational (Lam, 1999). Many of these conglomerates are active in the agricultural sector.  

In a movement particular to the agricultural sector, the MoA is also said to have a quota to increase – by 150 per year – the number of large “dragon head” (longtou) enterprises that would “lead along” the rest of the agricultural sector (the length of the dragon, yitiaolong). By 2000, more than 27,000 agricultural enterprises were recognised as “dragon head” enterprises. About 25% of China’s farmers were involved in vertically integrated or agro-industrialised structures (nongye chanyehua), mainly in contracts with dragon heads (Niu, 2002). In Shandong, the most agro-industrialised of all provinces, there were 50 dragon head enterprises with province-level status
 and many more at lower levels
. Dragon head enterprises are commonly eligible for preferential tax treatment, preferential access to loans,
 and invitations to join official meetings and delegations. 

The MoA (2000, p.42) estimates that China has about 700 “flagship” agricultural enterprises, 60 of which have an annual sales turnover of more than Rmb500 million. More than 50 per cent of these are joint-stock/shareholder enterprises in which government at some level is almost certainly a major shareholder. With regard to other support measures in agricultural enterprises, in 2000 the government issued an official list of 151 “preferred” agricultural and food companies that are eligible for special finance, tax and other support measures (China Food and Agricultural Services, 2002). This list was drawn up to encourage the development of large enterprises better able to compete in the post-WTO accession environment. In a survey of 28 provinces/autonomous regions/municipalities, the (The Ministry of Agriculture, 2000, p.42) estimated that in 1999 alone the Agricultural Bank of China, loaned more than Rmb40 billion and gave discounts on loans of Rmb500 million for the purpose agricultural industrialisation (read, enterprises). Whether they are called conglomerates, dragon heads, flagship enterprises, preferred companies, the leaders of pillar industries, or development projects, these agricultural companies are strongly influenced by government in one way or another.  

Service units

Another major aspect of government reform that receives relatively little attention outside China is the role of service units (shiye danwei) that deliver public services
. Most of China’s service units deliver health services (hospitals and local clinics), education services (schools and higher learning institutions) and agricultural services (see below for details), and include a plethora of associations, research and development institutions, and testing and monitoring organisations (Lam and Perry, 2001)
.
The roles and structures of service units in China are difficult to define. They differ to the civil service but also to non-government or non-profit organisations in Western countries. In China, they lie in an amorphous range somewhere between the administrative units of government and the economic (enterprise) sector. 

Service units are organised around three models. First is the model inherited from the Central Planning era where service units derive all of their funds from the government administrative unit to which they are attached
. These so-called quan’e (“total amount”) service units perform government work as directed usually in services that do not have a commercial application. Because of the pressure these service units apply on government budgets, and because the services offered are made by administrative decree rather than the needs of users, China has begun to reform service units through commercialisation. 
The second type of service unit involves the transition to becoming a fully-fledged company that operates under the Company Law (in the same sectors or activities that they previously undertook as a government body)
. (Ding, 2000) suggests that corporatisation will take the form of shareholder or public companies. It is also important to note that many service units in the agricultural sector control enterprises under them (Zhou and Chen, 2002). 
In practice, most service units operate under a third model called the cha’e (or partial amount) service unit, where they do both government and commercial work. That is, government will pay basic wages and office space and, in return, the employees perform government work (research or training for example) when required, according to funding levels provided by government. Beyond this basic wage, service units are able to utilise the human, technical and other resources to take on “outside work” or deliver services on a basis approaching a “user pays” or “fee for service” system – which they have a mandate to do without registering as a company
. Because of their unclear status, much attention has focused in recent years on improving accounting, auditing and inventory recording practices of service units (Shi, Wang et al., 2001; Zhou and Chen, 2002).        

China’s vast service system is the most recent part of the State sector to have undergone reform. Even then, reform has been only partial or in the terms of Ding (2000) has undergone “incremental change” and “strategic adjustment”. Indeed, instead of being cut back, the Chinese service sector has swollen in recent years. This is partly because service sectors have proven useful in absorbing staff and organisations from the government reform process – hence, the title of service units as “garbage cans” (Lam and Perry, 2001). As described below, these developments have often occurred in ways contrary to the needs of a market economy.
Difficulties in defining the roles and structures of service units are of special significance to the agricultural sector. After the health and education sectors, service units occur mainly in the agricultural sector, most of which were established in the 1950s (Ding, 2000). Of particular importance in agriculture is the prevalence of agricultural education and research institutions
, units that administer agricultural information and standards
, monitoring and inspection institutions (somewhat awkwardly)
, demonstration farms
, associations and, most importantly, the agricultural extension system
. The latter two are discussed in some detail below.  

The nationwide agricultural extension network is run mainly by the MoA comprises of 230,000 units at township level and above
. The 59,000 livestock extension units in the Animal Husbandry and Veterinary Bureau alone employed 1.1 million people in 1999 to conduct disease control, breeding and feeding programs. It is widely accepted – including by the MoA itself – that China’s extension system is run administratively rather than being guided by user needs, is highly subsidised, operates under a “top-down” mandatory approach and as an instrument of policy see (Delman, 1992 and Huo and Ling, 2000) These units are pressure now, both financially and to deliver better services.  

Another area in which service units are important – or potentially important – in the agricultural sector, is in the area of associations. Associations are widely regarded as retirement grounds for ex government officials and see their role as acting as a bridge between government and business, an interpretation that can easily be described as “top down” and can also been depicted as a mechanism of State-led corporatism. This is different to the role of associations in market economies where they serve their members (“bottom up” role) and play an important role in economic sectors. 

Like other sectors of the economy, the agricultural sector has many associations that are usually large and sprawling organisations that operate in a “top down” manner
. However, a number of other more localised and specialised groups or associations have risen in response to perceived needs of the industry and their participants
. In turn, these associations can easily become corporatised – in both senses of the words.  

Most of the service units in agriculture – especially extension organisations, but also associations, providers of information, standards and accreditation – are heavily reliant on funding from the administrative units to which they are attached (and as such are quan’e or cha’e shiye dawei). These types of units predominate in Chinese agriculture because most farmers and other service users do not have the incentive or capacity to pay for these services on a commercial basis. Until this changes – particularly when farmers need and are able to pay for more elaborate services to access higher value and more distant markets – it is difficult to envision a significant and viable commercialisation in the agricultural service unit sector. The form of service units adopt will vary according to the sector and the type of activities that they are involved in. In agriculture, they will likely remain as the “long shadow of the State”. In addition to the social issues of how service units can best serve Chinese farmers, there are major issues (similar to SOE reform) of unemployment within the service units themselves if subsidies are cut or diminished. Questions still remain about the appropriate structures and roles of service units in agriculture, especially given their role in delivering public goods that benefit society as a whole but where individuals and enterprises may not capture the benefits of undertaking and delivering these services (Shen and Gu, 2002). 

Vertical Structures

Vertical relations between administrative levels of the State – from Central down to township levels – are crucial in understanding the role of the State, especially in agriculture where much of the “action” occurs at local levels. At the heart of the vertical relations are tax and revenue sharing arrangements
. Fiscal reform has allowed localities to generate and retain more revenues and has also paved the way for higher levels of (Central) government to reduce funding to localities. This has led to greater economic autonomy and has vested economic decision-making powers at local levels, which only strategically comply with higher levels
. Policy-makers at the level of the “local corporate State” manage their fiefdoms in much the same way that a CEO would manage a diversified conglomerate (Oi, 1999).

Such a depiction is most applicable to localities that have become relatively wealthy through industrialisation. For rural areas, the development of enterprises and industrialisation is the major way to build the local revenue base
. It may also be relevant to rural areas involved in high value agriculture, processing and export (such as some areas of Shandong Province, for example). However, this leaves large tracts of rural China that are poor, that have not been able to get over the “industrial hump” and that still rely on primary production (diyi chanye), agricultural pursuits in particular. Fiscal reforms have been detrimental to these areas, as local revenue-generating activities have not increased to levels that offset the lower levels of funding that they now receive from higher levels. 
Fiscal reforms therefore effect the way that localities interact with higher levels of the State – especially bodies with jurisdiction over agriculture – in several ways. First, localities with an agricultural base are relatively reliant on higher levels of the State for funding, projects, investments or, indeed, any activities that introduce additional resources. These areas conform most closely to the observation of Kornai (1980) that transitional economies are “investment hungry”. Higher levels of the State are often the only source of such resources. 
Second, because many poor localities have economies based on agriculture, they interface closely with the MoA (and the forestry, tobacco, grains and cotton) hierarchies that, as outlined above, retains its powers of intervention as specialised economic departments. This may occur through the many agricultural programs (demonstration sites, poverty alleviation programs, the development of particular industries, land improvement etc,) or through the conventional extension hierarchy, which extends down to village levels and to farmers. Local State officials – Economic Committees, Governors etc. – very often take an activist role in implementing these “top-down” programs.  After all, they are interested in new opportunities for their localities, in increasing their chances of promotion by filling higher level plans, and can often create “savings” from these activities. 
Third, local officials have the capacity to organise farmers in primary production and to mobilise resources (e.g. collective land or enterprise participation etc.) and “fast-track” development in targeted programs. 

Compared to developed, industrialised areas then, there is a strong sense of mutual dependence between higher levels of the State and poorer localities with an agricultural base. This, in effect, strengthens vertical co-ordination and overall State capacity in agriculture and provides stronger levers to implement policies. This extends down to the grassroots levels including the activities of farmers, the markets and market systems farmers can access and the forms of organisations that they can enter into. While liberalisation has afforded more opportunity for farmers to act on economic signals, these remain highly distorted. Administrative signals from above still loom large in the decision-making rationales of both local level officials and farmers.      

Concluding Comments
Components of the State sector in China – administrative, service and enterprise units – have been reformed in different ways to achieve different objectives. Many reform measures are made on a trial and error basis and through tradeoffs between competing vested interests on both horizontal and vertical levels. Furthermore, the degree and nature of state sector reform varies between economic sectors.

Beneath these complexities, however, it is possible to identify macro trends in state sector reform. In the agricultural sector, the state has strategically redefined structures of governance but these remain interventionist in nature. Direct regulation and support measures of the Central Planning era form just one component of China’s interventionist stance toward agriculture. The state at various levels has adapted new corporatist structures to capture other actors. And it has adopted new measures, especially industry policy and targeting, to facilitate the process of nation-building. 

Because the Party-state hierarchy permeates so many economic activities in a “top-down” fashion, the phenomenon of “fuzzy boundaries” remains highly pronounced in China. A Western-designed demarcation between actors and allocation of roles would see: administrative units limit responsibility to regulatory, inspection and enforcement duties; enterprises and households act as autonomous economic agents; and independent “third party” institutions such as associations, cop-operatives and statutory bodies play a key role in delivering services in economic sectors, industries and specific industry segments. The design of institutional settings to deliver public and social services is a vexing issue in any country, but especially in China and in Chinese agriculture. For this reason, and because of embedded obstacles and strategic agendas in the state sector, Western-style boundaries and roles in Chinese agriculture are conceivable only in the long-term future, if at all.
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� An example of this view in terms China following the Western model of New Public Management is presented in Lee and Lo (2001). 


� For a rebuttal of the relevance of the term corporatism to the Chinese case, see � ADDIN EN.CITE <EndNote><Cite><Author>Chen</Author><Year>1999</Year><RecNum>940</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Chen, Weixing</AUTHOR></AUTHORS><YEAR>1999</YEAR><TITLE>The Political Economy of Rural Development in China, 1978-1999</TITLE><PLACE_PUBLISHED>Westport CN</PLACE_PUBLISHED><PUBLISHER>Praeger</PUBLISHER><PAGES>173</PAGES><ISBN>0275966879</ISBN><CALL_NUMBER>CHIFLEY HN740.Z9 C6184 1999 AVAILABLE NLA</CALL_NUMBER><KEYWORDS><KEYWORD>Rural development China.</KEYWORD><KEYWORD>Rural development Political aspects China.</KEYWORD><KEYWORD>China Rural conditions.</KEYWORD><KEYWORD>China Politics and government 1976-</KEYWORD><KEYWORD>China Economic policy 1976-2000.</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Chen, 1999)�. Other analysts also argue that the Chinese economy is not likely to follow the East Asian model of development (to which the term corporatism is commonly linked), partly because the current environment is less conducive to the execution of industry policy � ADDIN EN.CITE <EndNote><Cite><Author>Lee</Author><Year>2002</Year><RecNum>857</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Lee, Keun</AUTHOR><AUTHOR>Hahn, Donghoon</AUTHOR><AUTHOR>Lin, Justin Yifu</AUTHOR></AUTHORS><YEAR>2002</YEAR><TITLE>Is China Following the East Asian Model? A &quot;Comparative Institutional Analysis&quot; Perspective</TITLE><SECONDARY_TITLE>The China Review</SECONDARY_TITLE><VOLUME>2</VOLUME><NUMBER>1</NUMBER><DATE>Spring</DATE></MDL></Cite></EndNote>�(Lee, Hahn et al., 2002)� 


� China differs to countries that treat agriculture differently only through the application of tariffs and delivery of production subsidies, mainly as a result of agricultural lobbying power. China still supports agriculture through production subsidies at levels that are on par with those of other developing countries (about 10% of government expenditures) � ADDIN EN.CITE <EndNote><Cite><Author>Guo</Author><Year>2000</Year><RecNum>993</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Guo, Yong Fang</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Problems and Policies in Public Finance / Expenditure and Investment in Agriculture</TITLE><SECONDARY_TITLE>Finance and Trade</SECONDARY_TITLE><NUMBER><styles><style font='0'></style></styles>4</NUMBER><PAGES><styles><style font='0'></style></styles>24-27</PAGES></MDL></Cite></EndNote>�(Guo, 2000)�, which can be retained under “Green” and “Yellow” box clauses (� ADDIN EN.CITE <EndNote><Cite><Author>Chen</Author><Year>2002</Year><RecNum>994</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Chen, ?</AUTHOR></AUTHORS><YEAR>2002</YEAR><TITLE>The Situation with China&apos;s Agricultural Subsidies</TITLE><SECONDARY_TITLE>Yunnan Agriculture</SECONDARY_TITLE><NUMBER><styles><style font='0'></style></styles>5</NUMBER><PAGES>36</PAGES></MDL></Cite></EndNote>�Chen, 2002)� China also has procurement policies for a quota (approximately 30%) of domestic grain production that is bought at prices set by the State. In 2000, China had approximately 500 million tons of grain in storage. Production subsidies, procurement policies and strategic storage are also used for commodities such as cotton. Significant – though still inadequate – proportions of government support funds for agriculture are channelled into agricultural service units (research, education, extension etc.) discussed below. While such forms of support and protection continue in the agricultural sector, this article argues that other more subtle measures constitute a more important form of State intervention. These are discussed throughout the paper in terms of governance structures in agriculture, the capacity of the State to capture and lead other sectors of society, and the prevalence of “top-down” development structures and programs in the agricultural structure. In this regard, many interventionist measures occur through informal (rather than explicit) means and at local levels.    


� Other reforms include: the Household Production Responsibility System (HPRS) that ushered in the reform era in December 1978, market reforms, fiscal reforms, State-owned enterprises (SOE) reforms, banking reforms and, most recently, and internationalisation, including WTO accession. These are associated in one way or another with State sector reform. 


� The Army also operates in a system theoretically distinct from the Party. Like the State, the Army has also been asked to divest itself of its economic assets (as early as 1997). 


� For example, at the National People’s Congress in March 2002, Zhu Rongji – the then Chinese Premier and most respected and powerful economic leader in China over the last decade – stated that his “biggest headache” was how to improve the livelihood of China’s farmers.  


� Despite signals that top leadership (including Jiang Zemin) was not opposed to the introduction of a Co-operative Law, it has not yet been introduced to the People’s Congress for consideration.


� For example, for many years Wen Jiabao was Secretary of the CCP and also a Vice Premier (of the State Council) in charge of agriculture.


� These include the “Central Rural Work Meeting” and the “National Agricultural Work Meeting”.


� For varying diagrams of administrative ranks see � ADDIN EN.CITE <EndNote><Cite><Author>Lieberthal</Author><Year>1988</Year><RecNum>879</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Lieberthal, Kenneth</AUTHOR><AUTHOR>Oksenberg, Michel</AUTHOR></AUTHORS><YEAR>1988</YEAR><TITLE>Policy Making in China : Leaders, Structures, and Processes</TITLE><PLACE_PUBLISHED>Princeton, N.J.</PLACE_PUBLISHED><PUBLISHER>Princeton University Press</PUBLISHER><PAGES>445</PAGES><ISBN>0691056684</ISBN><CALL_NUMBER>JQ1512 - UQ</CALL_NUMBER><KEYWORDS><KEYWORD>China Politics and government 1976-</KEYWORD></KEYWORDS></MDL></Cite><Cite><Author>McNally</Author><Year>2000</Year><RecNum>1124</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><AUTHORS><AUTHOR>McNally,</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>The Political Dynamics of Chinese State Sector Reforms</TITLE><PLACE_PUBLISHED>Asia Research Centre or Murdoch University.Working Paper No. 95, May 2000</PLACE_PUBLISHED></MDL></Cite></EndNote>�(Lieberthal and Oksenberg, 1988; McNally, 2000�; and � ADDIN EN.CITE <EndNote><Cite><Author>Waldron</Author><Year>2003</Year><RecNum>457</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Waldron, Scott A.</AUTHOR><AUTHOR>Brown, Colin Gilbert</AUTHOR><AUTHOR>Longworth, John William</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Rural Development in China: Insights from the Beef Industry</TITLE><PLACE_PUBLISHED>Aldershot, UK</PLACE_PUBLISHED><PUBLISHER>Ashgate Publishing Ltd.</PUBLISHER><ISBN>0-7546-1804-8</ISBN></MDL></Cite></EndNote>�Waldron et al., 2003)�.  


� There are several equivalents of ministries: administrations; commissions (half a rank above ministries and most likely to be “macro control” departments); and bureaus under the State Council (half a rank below). Furthermore, the rank of government departments can change at provincial level. For example, the Animal Husbandry Bureau is embedded within the Ministry of Agriculture at Central level and most provinces, but are on equal levels in some province where the livestock economy is important.  Provinces, autonomous regions and special administrative regions are ranked at the equivalent of ministerial levels. However, some are effectively higher ranking than others because of economic power and structures. There are also are a group of cities and special economic zones that report directly to the Centre (rather than the province in which they are located) but still lie at a half rank below these provinces and Central ministries.     


� Units in the Chinese hierarchy are linked by either “leadership relations” (lingdao guanxi) or “professional relations” (yewu guanxi). Higher-level units are more able to discipline subordinate units if the relations are “leadership” rather than just “professional”. For a structural diagram of leadership and professional relations in the agricultural extension sector see � ADDIN EN.CITE <EndNote><Cite><Author>Huo</Author><Year>2000</Year><RecNum>1116</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Huo, Xue Ling</AUTHOR><AUTHOR>Ling, Xiu Rong</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Woguo Dangqian Nonye Tuiguang Tizhi Cunzai Biduan ji Gaige Silu (Thoughts About the Reform and Abuses of China&apos;s Current Agricultural Extension System)</TITLE><SECONDARY_TITLE>Nongye Keji Guanli (Agricultural Science and Technology Extension)</SECONDARY_TITLE><NUMBER><styles><style font='0'></style></styles>6</NUMBER><PAGES>17-20</PAGES></MDL></Cite></EndNote>�(Huo and Ling, 2000)�.


� There have been calls, however, to change the hierarchical system itself to facilitate the movement of personnel into non- or semi-government sectors that should be playing a greater role in China’s reform efforts. The lower status of enterprises and some other institutions, such as associations, in the hierarchy reduces their attractiveness for high-level personnel. In addition, officials are usually more attracted to jobs that hold administrative and regulatory power than in other sectors – especially service units such as research – where benefits such as power and money are more limited.    


� In the 1998 State Council reforms, new departments were classed into four groups: macro-control; specialised economic management; education, science, culture, social security and resource management; and State administration.


� In the 2003 reforms, the “Five Major Points Concerning State Council Restructuring”, consisted of: deepening the reform of the State-owned assets management system; bettering the macro-control system; strengthening the financial supervision and management system; continuing to push forward the reform of the circulation management system; and strengthening the construction of food security and safety production supervision and management system (People’s Daily, 2003).


� In the Central Planning era, government departments at Central level took jurisdiction over particular economic sectors of the economy, and maintained economic control through a distinct chain of command to individual ministries at the local level � ADDIN EN.CITE <EndNote><Cite><Author>Barnett</Author><Year>1967</Year><RecNum>876</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Barnett, A.</AUTHOR><AUTHOR>Vogel, E.</AUTHOR></AUTHORS><YEAR>1967</YEAR><TITLE>Cadres, Bureaucracy, and Political Power in Communist China</TITLE><PLACE_PUBLISHED>New York, N.Y.</PLACE_PUBLISHED><PUBLISHER>Columbia University Press</PUBLISHER></MDL></Cite></EndNote>�(Barnett and Vogel, 1967)�


� These were: the Ministry of Agriculture (under which there were many agencies); the Ministry of Forestry; the State Administration of Land Management; the Ministry of Water Conservation; the Ministry of Commerce (and various agencies under its jurisdiction such as the Supply and Marketing Co-operatives and General Food Companies); and the Ministry of Light Industry � ADDIN EN.CITE <EndNote><Cite><Author>Burns</Author><Year>1997</Year><RecNum>901</RecNum><MDL><REFERENCE_TYPE>23</REFERENCE_TYPE><AUTHORS><AUTHOR>Burns, John P.</AUTHOR></AUTHORS><YEAR>1997</YEAR><TITLE>The Civil Service System of the People&apos;s Republic of China</TITLE><SECONDARY_TITLE>Civil Service Systems in Comparative Perspective</SECONDARY_TITLE><PLACE_PUBLISHED>Bloomington</PLACE_PUBLISHED><DATE>5-8 April</DATE><TYPE_OF_WORK>paper</TYPE_OF_WORK></MDL></Cite></EndNote>�(Burns, 1997)� The Grains Bureau, Poverty Alleviation Office and other ministries such as the State Planning Commission and various Party organs with responsibilities to agriculture or the rural economy could be added to this list. 


� The Ministry of Commerce became the Ministry of Internal Trade before being demoted to the Bureau of Internal Trade (under the SETC) and finally abolished in 2000. 


� The MoA still competes with the State Forestry Administration, for example, over control of fruit orchards and competition can also occur on a provincial level in particular industries – between the Animal Husbandry Bureau and the Production and Construction Corps in fine wool for example. Such problems are not confined to agriculture. For example, the deregulation of the telecommunications industry in 1996 led to intense competition to assert control over the market between the Ministry of Telecommunications, the Ministry of Electronic Industry, and a range of others including the Ministry of Railways. 


� � ADDIN EN.CITE <EndNote><Cite><Author>Niu</Author><Year>1997</Year><RecNum>725</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Niu, Ruofeng</AUTHOR></AUTHORS><YEAR>1997</YEAR><TITLE>Nongye Chanye Yitihua Jingying de Lilun Kuangjia (A Theoretical Framework for Agricultural Vertical Integration Management)</TITLE><SECONDARY_TITLE>Zhongguo Nongcun Jingji (Chinese Rural Economy)</SECONDARY_TITLE><DATE>May</DATE></MDL></Cite></EndNote>�(Niu, 1997)� writes “Under the Chinese traditional planned economy, the agricultural systems became fragmented … the agricultural department (meaning Ministry of Agriculture) was responsible for production, while value-adding and sales and marketing activities were granted to the commercial and industry departments (meaning the former Ministry of Commerce, which controlled the General Food Companies and Supply and Marketing Co-operative systems, and the former Ministry, now Bureau of Light Industry). This implemented a system where many departments engaged in fragmented parallel (tiao tiao) management ... which means that there were many market segments and transaction costs were high. In order to pursue their own interests, relevant departments often used their monopoly positions to damage the interests of farmers … it became very difficult to manage these hindrances to shape a unified domestic market.


� Other measures to integrate and co-ordinate industry sectors and government departments, Development Projects and Leading Groups are discussed in � ADDIN EN.CITE <EndNote><Cite><Author>Waldron</Author><Year>2003</Year><RecNum>457</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Waldron, Scott A.</AUTHOR><AUTHOR>Brown, Colin Gilbert</AUTHOR><AUTHOR>Longworth, John William</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Rural Development in China: Insights from the Beef Industry</TITLE><PLACE_PUBLISHED>Aldershot, UK</PLACE_PUBLISHED><PUBLISHER>Ashgate Publishing Ltd.</PUBLISHER><ISBN>0-7546-1804-8</ISBN></MDL></Cite></EndNote>�(Waldron, Brown et al., 2003)�


� The abolished bureaus were the Bureau of Internal Trade, Machinery Industry Bureau, Metallurgical Industry Bureau, Petroleum and Chemical Industry Bureau, Light Industry Bureau, Textile Industry Bureau, Building Material Industry Bureau, and the Nonferrous Metal Industry Bureau. The Bureau of Coal underwent major restructuring to become the Bureau of Work Safety. The only survivor of the 1998 demotions was the State Tobacco Monopoly Bureau. The associations that emerged from the restructured government bureaus – such as the Textile Industry Association – are charged with service provision for their respective industries, including in information, research, the administration of industry standards and the facilitation of communication between government and industry. These functions are central to a functioning market economy but the capacity of the associations to perform the work effectively or viably is limited by their histories as government departments, especially as they evolved in the Central Planning era. Unless otherwise stated, information on the organization and reorganization of government departments comes from internal reports, press releases and official government websites such as http://www.gov.cn 


� This merger was prompted by the stated objective to eliminate the distinction between the governance of domestic and international trade in the wake of WTO accession.


� These include the new Ministry of Commerce, State Development and Reform Commission, Food and Drug Administration, and the State Asset Management Commission.  They joined the macro-control departments that existed in 1998, including the State Industry and Commerce and Administration Commission, National Bureau of Statistics, General Customs Administration, State Audit Administration and State Environmental Protection Administration.


� Based on government documents and reports of speeches (including one by Zhu Rongji), � ADDIN EN.CITE <EndNote><Cite><Author>Unger</Author><Year>1995</Year><RecNum>858</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Unger, Jonathan</AUTHOR><AUTHOR>Chan, Anita</AUTHOR></AUTHORS><YEAR>1995</YEAR><TITLE>China, Corporatism, and the East Asian Model</TITLE><SECONDARY_TITLE>The Australian Journal of Chinese Affairs</SECONDARY_TITLE><VOLUME>33</VOLUME><PAGES>29-53</PAGES><DATE>January</DATE></MDL></Cite></EndNote>�Unger and Chan (1995)� suggest that China’s government reform process has been influenced by the Japanese model, where powerful commissions – especially the Ministry of International Trade and Industry (MITI) – have been able to strategically mould the economy through close business-government relations and within corporatist structures. 


� China Animal and Plant Quarantine, formerly under the MoA, has been broken up and parts of it placed in State Administration for Entry-Exit Inspection Commodity Inspection under the State Council. 


� The MoA (especially through the Department of Market and Economic Information) previously had a major role in agricultural statistical collection which became public information (in Statistical Yearbooks etc.). However, as a specialised economic department, the MoA had an incentive and capacity to inflate the figures in the areas that it was in charge with. While the MoA is still very active in statistical collection and reporting, the National Bureau of Statistics (formerly State Statistical Bureau) has now asserted more control over these activities. 


� The State Forestry Administration comes directly under the State Council. The latter two come under the (new) State Development and Reform Commission. These bureaus are all half a rank below the MoA. 


� It is also noteworthy that a number of other departments related to agriculture also remain, though at half rank below ministry level. The State Bureau of Forestry reports directly to the State Council while the Bureau of Grains (under the old SDPC then the new State Development and Reform Commission), and the State Tobacco Monopoly Industry Bureau are embedded under other ministries and commissions but still report directly to the State Council.  


� Even though the poverty alleviation office reports directly to the State Council, it is contained within the MoA hierarchy, most obviously because poverty alleviation activities often have strong agricultural components. 


� � ADDIN EN.CITE <EndNote><Cite><Author>Zhao</Author><Year>2001</Year><RecNum>1112</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Zhao, Qianqian</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Tuijin Difang Zhengfu Gaige de Ruogan Sikao (Some Ideas on Promoting the Reform of Local Government)</TITLE><SECONDARY_TITLE>Shaoguan Xueyuan Xuebao (Shehui Kexueban) (Journal of Shaoguan University (Social Science))</SECONDARY_TITLE><VOLUME>22</VOLUME><NUMBER>8</NUMBER><PAGES>67-70</PAGES></MDL></Cite></EndNote>�(Zhao, 2001)�discusses the personnel management issues and criteria that could guide the process of local government reform, especially that the number of government departments should be progressively minimised down the vertical hierarchy, and that the number of departments should be lowest in undeveloped areas.  


� In addition, China has undertaken a series of measures to improve SOE governance such as tax reform, bankruptcy regulations, and mergers and acquisitions embedded in the 1994 Company Law.


� These are described as “the lifeline of the national economy or national security, infrastructure and important natural resources are involved”. These were transferred from the State Economic and Trade Commission at Central level before being transferred to the State Assets Management Commission.


� These include the China National Cereals, Oils and Foodstuffs Import / Export Corporation, the General Food Company system, the China Animal Husbandry Group, [the Supply and Marketing Co-operative System???] and the China Native Produce and Animal By-products Company.


� For a discussion of State marketing agencies in their early reform phase, see � ADDIN EN.CITE <EndNote><Cite><Author>Sicular</Author><Year>1996</Year><RecNum>790</RecNum><MDL><REFERENCE_TYPE>7</REFERENCE_TYPE><AUTHORS><AUTHOR>Sicular,</AUTHOR></AUTHORS><YEAR>1996</YEAR><TITLE>Redefining State, Plan and Market: China&apos;s Reforms in Agricultural Commerce</TITLE><SECONDARY_AUTHORS><SECONDARY_AUTHOR>Walder, Andrew G.</SECONDARY_AUTHOR></SECONDARY_AUTHORS><SECONDARY_TITLE>China&apos;s Transitional Economy</SECONDARY_TITLE><PLACE_PUBLISHED>Oxford</PLACE_PUBLISHED><PUBLISHER>Oxford University Press</PUBLISHER><PAGES>58-84</PAGES><ISBN>0-19-829097-7</ISBN></MDL></Cite></EndNote>�(Sicular, 1996)�  


� These can be funded through programs that are industry or sector specific, or more general programs such as agricultural comprehensive development, poverty alleviation, demonstration areas, and the Torch and Spark programs.


� Enterprises are registered and attached to administrative levels based on figures including turnover, profits, market share, taxes paid and growth rates. Dragon head enterprises are specific to agriculture, as they must have contact with or lead along a large number of farmers and contribute to the agro-industrialisation / agricultural vertical integration process. 


� In Henan Province, one rural county had 48 dragon head enterprises. Central government recently issued an edict to prohibit the arbitrary issue of status to companies and products.  


� Typically, these loans were one to three years for working capital and three to five years for fixed investment. One small dragon head enterprise encountered in fieldwork in Shandong successfully applied for a Rmb2 million project loan from the Agricultural Bank of China after the application was supported by the County Planning Commission and Animal Husbandry Bureau. 


� These are sometimes translated as “institutional units” or public institutions”. For the purposes of identification, their titles contain terms such as station (zhan or zongzhang), institute (suo), centre (zhongxin) or laboratory/school (shi/yuan). One of the few studies to have examined the role of service units in China’s public service system in detail is � ADDIN EN.CITE <EndNote><Cite><Author>Lee</Author><Year>2001</Year><RecNum>919</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Lee, Peter N. S.</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Remaking China&apos;s public management</TITLE><PLACE_PUBLISHED>Westport, CT</PLACE_PUBLISHED><PUBLISHER>Quorum Books</PUBLISHER><PAGES>255</PAGES><ISBN>156720337X</ISBN><CALL_NUMBER>JQ1510 .R46 2001</CALL_NUMBER><KEYWORDS><KEYWORD>Public administration China.</KEYWORD><KEYWORD>Administrative agencies China Management.</KEYWORD><KEYWORD>Government business enterprises China Management.</KEYWORD><KEYWORD>Conflict management China.</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Lee, 2001)�


� � ADDIN EN.CITE <EndNote><Cite><Author>Lo</Author><Year>2001</Year><RecNum>949</RecNum><MDL><REFERENCE_TYPE>7</REFERENCE_TYPE><AUTHORS><AUTHOR>Lo, Carlos Wing-Hung</AUTHOR><AUTHOR>Lo, J. M. K.</AUTHOR><AUTHOR>Cheung, K.C</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Service Organizations in the Environmental Governance System of the People&apos;s Republic of China</TITLE><SECONDARY_AUTHORS><SECONDARY_AUTHOR>Lee, Peter Nan-Shong</SECONDARY_AUTHOR><SECONDARY_AUTHOR>Lo, Carlos Wing-Hung</SECONDARY_AUTHOR></SECONDARY_AUTHORS><SECONDARY_TITLE>Remaking China&apos;s Public Management</SECONDARY_TITLE><PLACE_PUBLISHED>Westport CT</PLACE_PUBLISHED><PUBLISHER>Quorum Books</PUBLISHER><ISBN>156720337X</ISBN></MDL></Cite></EndNote>�(Lo, Lo et al., 2001)�discuss service units in the context of environmental monitoring and research. 


� As illustrated by Waldron et al 2003, administrative bodies of the MoA (in this case, the Animal Husbandry and Veterinary Bureau) have an administrative system that is mirrored by service units.  


� The Sichuan General Animal Husbandry Company is one such example. The Sichuan Animal Husbandry and Food Bureau established the company to commercialise some of its extension (including veterinary) services. The company is now administered by the Provincial Economic and Trade Commission but the AHB continues to hold shares and provide personnel (especially retired officials) to the company.  


� Senior officials have discussed using the Western non-profit organisation model as one way of organising and governing service units. Money earned by profitable activities (such as monitoring where fees can be extracted) is often used to subsidise unprofitable activities (such as research). The State is also showing a willingness to allow non-State actors – especially agro-industrialised companies – into areas that such as extension that were formerly monopolised by State agencies. 


� China Agricultural University and provincial equivalents now come under the jurisdiction of the Ministry of Education but most other education and training units (including the Chinese Academy of Agricultural Sciences system) come under the MoA. In total, China has 58 agricultural universities and colleges; 365 agricultural secondary schools; 2,600-plus agricultural TV and broadcasting schools at country level. Annually, more than 30 million farmers attend technical training courses and the number of agricultural research units has increased to 1,200. With regard to research, China invests only 2% of the value of agricultural production into research and development, considerably less than other developing countries (Guo, 2000, p.25).


� Examples include the Green Foods Office, a service unit under the MoA the Animal Husbandry Information Office and other bodies that administer that “non-polluting foods” (wugonghai shipin) and “trustworthy meat” systems.   


� For example, the National Institute of Chemical and Biological Products Inspection and the Ministry of Agriculture Feed Inspection Centre are powerful bodies that test for compliance with National Standards. Regulatory and monitoring agencies in agriculture – in areas such as food safety, epidemic prevention and the environment – are also service units. There are been calls to “return” these units back to government as administrative units (Ding, 2000).   


� In the 1990s, Chinese agriculture was inundated with agricultural demonstration farms and centres. Virtually every township in developed areas now contains at least one demonstration farm or centre. Some demonstration units are specialised in a particular technique or breed, while others have become integrated across a range of industries. First conceived as a means of extending technologies or practices through personal experience and related activities, demonstration farms have now become known for the preferential tax treatment and subsidy arrangements they enjoy, but with obligations to host visiting officials. Many demonstration farms are now operating as fully commercialised operations with only limited relevance to public service provision


� For categorisations of agricultural service units, see � ADDIN EN.CITE <EndNote><Cite><Author>Liu</Author><Year>2000</Year><RecNum>1087</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Liu, Xing Hai</AUTHOR><AUTHOR>Liu, Ping</AUTHOR><AUTHOR>Chen, Jin Fa</AUTHOR></AUTHORS><YEAR><styles><style font='0'></style></styles>2000</YEAR><TITLE>Nongye Shiye Danwei Fenlei Gaige yu Duice Chutan (Reform of Agricultural Institutions Based on their Functions and the Countermeasures)</TITLE><SECONDARY_TITLE>Zhongguo Nongye Keji Daoban (Review of China Agricutrual Science and Technology)</SECONDARY_TITLE><VOLUME>2</VOLUME><NUMBER>1</NUMBER><PAGES>73-75</PAGES></MDL></Cite></EndNote>�(Liu, Liu et al., 2000)� 


� Other bodies involved include other State bodies (especially the Science and Technology Commission), collective and non-governmental service organisations.


� This includes; the China Meat Association (to service the State abattoirs of the General Food Company system formerly under the Ministry of Commerce / Internal Trade; the China Leather Industry Association (from the former Ministry of Leather Industry Association); and the China Food Industry Association.


� A fascinating example of a service unit-come-company is the Xinjiang Fine Wool Producers Association, to be registered as the Sapale Co. Ltd. It was originally established in the late 1990s by scientists-come-entrepreneurs of the Xinjiang Academy of Animal Science with cross-institutional support from the Xinjiang Animal Husbandry Department and the Science and Technology Commission and another service unit (the Nanjing Wool Market attached to the China Textile Resources Group). It has also been able to garner production support from the Production and Construction Corps system (formerly under the PLA in Xinjinag) and various township governments who are members of the association. The association is registered under the Ministry of Civil Affairs but is in the process of corporatising and expanding its activities as a becoming a fully fledged shareholder company


� This are based on the distinction between “within budget” (yusuannei, passed to higher levels) and “extra-budgetary” (yusuanwai, retained locally) taxes and those subject to revenue sharing. 


� Higher levels of government still control macro levers such as personnel, finance, auditing and monitoring powers (� ADDIN EN.CITE <EndNote><Cite><Author>Huang</Author><Year>1996</Year><RecNum>654</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>Huang, Yasheng</AUTHOR></AUTHORS><YEAR>1996</YEAR><TITLE>Inflation and Investment Controls in China: The Political Economy of Central-local Relations During the Reform Era</TITLE><PLACE_PUBLISHED>Cambridge</PLACE_PUBLISHED><PUBLISHER>Cambridge University Press</PUBLISHER><PAGES>371</PAGES><ISBN>0-521-55483-7</ISBN><CALL_NUMBER>HG1285 .H83 1996</CALL_NUMBER><KEYWORDS><KEYWORD>Anti-inflationary policies China.</KEYWORD><KEYWORD>Fiscal policy China.</KEYWORD><KEYWORD>Intergovernmental fiscal relations China.</KEYWORD><KEYWORD>Investments Government policy China.</KEYWORD><KEYWORD>China Economic conditions 1976-2000 Regional disparities.</KEYWORD></KEYWORDS><AUTHOR_ADDRESS>University of Michigan</AUTHOR_ADDRESS></MDL></Cite></EndNote>�(Huang, 1996)� 


� The status of regions varies according to GDP, proportion of production value generated from primary production, industrial, and the service sectors. This can mean a different administrative status – for example, city vs prefecture or town vs township. It also effects tax treatment (the types an amounts of revenue that can be retained locally) and also issues like whether residents of the area have permission to change their registered residential address (hukou), usually to go to other cities.
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