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Local Governments in Many Countries

Responsible for investing in education, infrastructure, health services, welfare, etc

There is a real concern, however, that many use their position in order to collect bribes and build local empires

How corrupt are local governments? 

What pushes local governments to be corrupt or to accountable to their constituents?



Comparative Economics

Brazil compared to China

·  Ferraz and Finan (2012) measure local government corruption in Brazil using results from a randomized survey

·  They show that the local voting system drives corruption: mayors in their second term cannot run for re-election and they misappropriate $55,000 per year in resources more than mayors who can run for re-election

·  When there is an active radio station and/or newspaper reporting on a municipality then the greater corruption coming from mayors in their second term vanishes driven by re-election incentives vanish
China versus Brazil

· In China, voting and free press are much weaker than in Brazil

· What to do about absence of voting for local governments in China? => Substitute re-election incentives operating in Brazil with promotion incentives 

·  What to about absence of radio stations and newspapers that freely monitor local governments? => Substitute the free media in Brazil with social media 

To do this, we exploit a massive policy experiment enacted by the national government during the last years of the Hu Jintao and Wen Jiabao Leadership and that remained in force under Xi 
County Website Reform

In 2011 National Government orders its 32 provincial level governments to pick 3-4 counties for a policy in which they are required to post their data on their websites 

Treated counties are required to set up links on their websites enabling their constituents to send inquiries and grievances to their county govt which is expected to respond in a timely fashion.

In January 2012, program is enacted in 100 of China’s roughly 2800 counties

Treated counties post their data; some counties set up online forums for their citizen attach a Sina Weibo link

Figure 1. Spatial Distribution of Treated Counties
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Experimental Design and Data

Provincial governments are required to select counties that have the best existing websites, best public finances, etc => Treatment is not randomly assigned.

Use quasi-experimental design using methods from Gentzkow (2006) so that assignment is close to being as good as random

All treated counties comply – No issues of “intention to treat”






General Idea of the Study

1. In China local officials want to be promoted up to the prefectural, provincial or national level

2. Getting promoted is TOUGH and it depends upon how your overseeing government (provincial) values your performance which includes the economic output and social harmony in your county and also lack of corruption

3. Traditionally overseeing governments depended upon bureaucratic agencies to provide information about the performance of their local governments

4. In China and, in many autocracies around the world, overseeing governments now use comments from private citizens in order to evaluate local governments.

· Website reform gives citizens living in treated counties more information and more access to their county government

· they can post more informed grievances and inquiries on social media which the overseeing government can use for evaluating and making promotion decisions for the leaders of the county government under its jurisdiction

· County level governments have an incentive to be less corrupt and to make better investment (a bit subtle)
Webpage, Shunde district, Guangdong 
Province, Dec 21, 2012
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Transparency Link
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Online Service Link 
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 Interaction Links Between County Government and Citizens 
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Citizen Communications with Government

Shunde district:  citizens use online forum to complain about poor quality of classrooms and medical services. 
And, government responds using the online forum.
 
Shunde - Massive increase of clicks of online forum 460,000 in 2009 to 2.6 million in 2012 and 4.6 million in 2014

Not all counties have online forums; 

But, all have transparency links and Sina-Weibo links



More Information from Government and More Citizen Communication

In treated versus control counties, there is a 22% increase in links on county webpages post-treatment. This is more is than 1/4th of a sample standard deviation!

On Sina-Weibo, there is a massive tweet storm in treated versus control counties post-treatment of words suggesting that citizens are increasing their monitoring of their county governments

We pick 14 key words related to corruption and 14 key word government investment 



Corruption: key words all increase and 13/14 all increases are significant at the 5-percent level

Some notable examples

Govt service – 19.5% 

Corruption – 12% 

Govt openness – 28% 

Transparency – 14%

Monitoring – 22% 


Investment: all key words increase and, these increases are significant at the 5-percent level 

Highways – 26% 

Railways – 16%

Airports – 37%

Power grid – 12%





Sentiment Analysis: Positive discussion of a keyword as a share of total discussion (including neutral and negative) of keywords on Sina-Weibo.  

Some big effects!

Government service – up by more than 1/2 a sample std. dev.

Transparency - increases by more than a sample std. dev

Corruption, Anti-Corruption and Collusion – increases by almost a 1/3rd of a sample std. dev.

Fixed Investment – no substantial change

.
Is Social Media Credible???

King, Pan and Robert (APSR, 2017) – Regime has 50c users make private postings on regime’s behalf on social media. => Regime could orchestrate content of social media postings

King et al– 50c users follow a general strategy:

· Make comments that “cheerlead” the regime and distract from events that can increase social stability, for example, the “Urumqi Rail Explosion” or “Martyr’s Day;”

· Do not have 50c users to attack or to promote party or government leaders


Is Social Media Believable?

A priori, we do not think that the website reform presents a substantial threat to social stability

A concern is that county leaders would have their friends say great things about their performance so that they get promoted. However, King et al (2017) do not predict such behavior.

Suppose that local government officials have their friends say nice things about them on social media. Would this activity necessarily increase post-treatment in treated counties???

On-going work – Collecting government posts on Sina Weibo post for governments where it is easier to order users to cheerlead and say great things about the county regime.

Model for Empirical Work

Monitoring

mg = exogenous probability that government overseeing the county government detects G

mr = exogenous probability that government overseeing the county government detects R 

Reform causes in increase mg and in mr 

=> Model explores comparative statics of mg and mr



Promotion Incentives

Investments, G, raise promotion prospects

Rent seeking, R, lower promotion prospects

G = G(R,…), where

G’  0:  rent seeking is inefficient

G’ > 0:  rent seeking greases the wheels

P(G) = probability of promotion if G is observed:

’P > 0, ’P  0

D(R) = probability that of not being promoted if R is observed:

’d > 0, ’’d  0


· The probability of promotion, PP, depends on R:

PP(R) = mgP(G(R)) - mrd(R) 


County leader’s objective function

 = penalty per unit when a rent seeking county leader gets caught 

(1 - mr)R = expected personal benefit to a county leader from rent seeking, where 1 > mr > 0

UP = utility of a promotion

UL = 0 = utility of not being promoted

Demotions are rare and ignored for simplicity

County leader chooses R>0 in order to maximize

PP(G(R), R)* UP   + (1 - mr)R

Predictions (for R*>0)

Prediction 1. If G’ < 0:  rent seeking is inefficient, then more transparency (mg and/or mr increase) causes R to decline; and G to increase.
Prediction 2. If G’ > 0:  rent seeking greases the wheel, then the impact of more transparency is ambiguous. If the increase in mr is stronger than  mg, the both R and G increase; however, if the increase in mg is stronger than mr, both R and G decline. 

FINDINGS ARE CONSISTENT WITH A WORLD WHERE G’ < 0 and rent seeking does not grease the wheel

Prediction 3. If G’ < 0, then an increase in transparency generally causes promotions of county leaders to increase

Prediction 4. If If G’ < 0, then impact of reform on R and G is stronger the further is a county from its overseeing government


Estimated Impact of Reform on Corruption 

[image: ]

Notes: The points represent coefficients of treatment interacted with Year Dummies. The default year is 2011. The dependent variable is Corruption.


Corruption Measured with Business Expenses
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Corruption Measured with Land Sales
(Share of Open versus Closed Transactions)
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Impact of reform on public investment
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CONCERN – do investments promote social welfare and growth? Are they white elephants? Public image investments? Will can deal with this indirectly

Satellite data shows nighttime lights increase– suggests that investment enhances social well being

Public sentiment data – indicates constituents are more satisfied with public services 

Public image data – there is no much discussion of this pre-treatment and a negligible decline post-treatment in treated counties




Impact of reform on promotions
[image: ]

Conclusions

Online social media operates gives voice to constituents.
[bookmark: _GoBack]
However, social media does not allow for substantially more citizen participation in politics and, thus, is not a substitute for a free press and voting.

Website increase citizen monitoring, and, therefore lowers government corruption and increases investments 

Cut in corruption and increase investment and promotions of county party secretaries in treated versus control counties suggests that rent-seeking does not grease the wheels 

image5.png
s ihe| Mayer' s mailbox | Opinions collection | Forum | Sina Weibo | Guide for inquiry | Online survey | Online interview | Consumption rights protection

Shun

T B ke

De Weibo Onlitie,

" ¥ creat Civilized City*
2

| " Bappy Stuade ‘ Department Weibo

I Responses to Letters and Visits 5> I Forum More > >
Type  Number Toples Time ‘The environmental problem in Shangyong villages [2012-11-30]
Tnauiy 50532 The innovation of Desheng 201211~ Consutation n Housshold Registration Migrtion [2012-11-30]
22 ‘Suggestion on adding traffic lights at intersections [2012-11-29]
Inquiry ‘The division of proper 11-
20531 ween husband and wite. .22 211" Suggenstion and consutation on Ronggui road reconstruction  [2012-11-29]
N 2 File a complaint against 311 bus line [2012-11-29]
nquity 50058 The contribution of 2012-10-
pension in Shunde. - Suggestions on care for public bicycles [2012-11-29]
“Red lights should be installed at T-junctions in front of the  [2012-11-29]
Ingui ‘The application to the -10- ifioaton ok o
w0057 Thegplestmiote |, 201210 it Frk
firms. 2 -
Opinions 49732 The 24 hourshotlne.. 2012.70. | OPinions eollection More >>
08 “The top 10 excellent migrants in Lunjiao in 2012... [2012-11-21]
Tnqury 49731 Thesobsdies o fumiies 2012-10- “The notceof “srvingfo peapl” projecs n 201310 2012-10-23)
08 “Collection of new names Xingtan central lake [2012-10-15]
Opinions 49088  The experiences of 2012-09- Collection of opinions for Shunde People's Political
‘community medical service.. 0 Coneultative oo ey P [2012-10-11]
loquity 49057 Th omvimionfscisl 2012.05. “The evaluation for Shunde Government performance [2012-09-26]
e 03 “The evaluation for in political style in Shunde in 2012~ [2012-09-24]
s 4005 T dimesbemen 201.05- Survey for evaluation crterin or employees in Lecon  [2012-09-14]
Toans.. 03
Tnquiry 43143 Thecharges of swimming  2012-07-
pools
20
P Write a letter] P Make a call
MAYer’ s o ions P Basic knowledge.

‘mailbox

Happy Shunde V'

[Shunde released the
information of admission of
public schools] Four private
middle schools provided 2900
positions. The quotas are 900,
600, 800 and 600 in each

school.

Today 10

Forward | Comment

Happy Shunde Y
[Liu Chuncao’ s public welfare

story was put in a film]




image6.png
A
1

Coeffcient

-1

T T T T T T T T T
2005 2006 2007 2008 2009Y 2010 2011 2012 2013 2014
ear




image7.png
Coeffcient

-1

0

T
2007

T
2008

T
2009

T
2010

Year

2011

T
2012

T
2013

T
2014




image8.png
Coeffcient

~

T
2007

T
2008

T
2009

T
2010

Year

2011

T
2012

T
2013

T
2014




image9.png
Coeffcient

T T T T T T
2005 2006 2007 2008 2009 2010
Year

201

T T T
2012 2013 2014




image10.png
Coeffcient

T
2002

T
2004

T
2006

T
2008
Year

T
2010

T
2012

T
2014





image1.png
*  treatment county

0 250 500 1,000 Kilometers
[ |




image2.png
Shunde People’ s Government Of Foshan

221, ey <) Wenber: Clooy & iny Tempeaae: 12°C-15'C Wid power2.3Hsidy: 704-00%. Monerote " o ke

= T
— Sl s e Tbass Ol e

Shunde political style and behavior style hotline No. 194- Town gas  Notce and snnouncement _sere»
Company and Xiwei Gas Company [ ———

" ‘Leliu is efficient in fighting fake goods, aad .. (12.21] ~The motice of government cmployees... (11191

T Mg e et o ey i1 et e St 11

o [t R s ——

A om oo b b 120 e e of cvimametl g 2.1

Weiong Ling w0 Xisboog Huamg € i (1220 Thesoe of e canitecnof.. (1221
Beiinokcp igher e, atack pemid. (1279 “Th snouncement of ket sy, 61221

Elucaion Buca bl e cpeiace cxchangs (1275 The s for e s of “Design (1221

- S oy stcnton o peschol cucton, bl (12201 -Aocin vertiomentof olaid . (121)
7 mmmmE 5eiieobed iy i forshool s (1225 T ew o el e 1221

B bt e i ol o A
= E SHUNSHI] RECEERe s
e evaluation system I LECAL,
> . ¥ ol PRGPAGAN

s
o sttt mtrts o e [o—

Anformaion opeancas  governmcnd nformation openness - auibariy and coidence ""."m ad

i —rr B - 818

— — A" Comstany - g
MEEICIIIEEN e e ot s Copy s e i Ao o e e e
T — ey e—
A g e T o Edution § R

e P I L, Jac il
e e et et ity . St e S et W Ocoption it L eyt
e S S s frrrearifoeet et [y
e o | (G et sty rs ol B oo M Trporsion vy
ettt b i ettt ot B e s

== et sty fiseosict s o




image3.png
}fmdelPeople’ Government Of Foshan

‘The catalog of information openness: Guide | Regulations | Catalog of Shunde govermment | Catalog of

£

‘government department | Catalog of government in town and ireets | Public company and public instiution
information openness | Construction projects information sharing | Anmual reportof information openess |
‘Application for information | Supervision and compleiats

‘Regulations: Shunde government affeirs | Law and regulations | Nomative files | Other files | Policy explanations
‘Working status: Government affurs tatus | Notice and announcement | Columns | Conference | Statstis | Funds
Important areas: Education | Employment | Medicals and health | Social sccurity | Urban and rural construstion
and mansgement | Welfare | Land scquisiton and demolition | Poverty allviation

‘Trade of agricultural collective astets: Notice and nnouscement | Trade results

e &8

Audit information: Auitng results | Supervision

e S8 ® B

dwonecer,

Lhe power.oj ANC y UL TG

Function: Government leaders | Function department | Leaders of towns and streets

Planning: Development plenning | Working planning and summary.

‘Supervision: Environmental protection | Public healh | Safe production] food safety | Quality supervision

‘Business information: List of administrative approval | Administrative law enforcement authority and evidence|
Administratve fees

Procurement: Governmeat bidding procurement | Construction project trade | Procurement of each town and
strets | Agency procurement | Fixed point procurement | Procurement law and rules | Guide for government.
procurement.

Emérgency manigement: Emergency plan | Emergence calll Refuge place | Emergency knowledge |
Emergency statu

Personnel information: Personnel sppointment and dismissal personnel ecruitment.

Video news





image4.png
Shunde People’ s Government Of Foshan

Administrative spproval
Individusl service: Guide forindividual service | Resalts of individual application | Community service | Oher service

Investment service: Investment staus | Investment Policy | Invstment projects | Investment guide | Service guide |
‘Service agencies | Introduction of Shuade | Industry development  Corapany catalog] Investment costs | Industrial

‘Tourlsm service: Tourism news | Tourism places| Castoras | Food | Leisure and entertaioment | Shopping | Hotels|
Tourism agencies | Tourist guide | Tourism common knowledge | Tourism map

Social insurance | socil benefts | Special care placement | Social assistance

ystem: Sce s patient | Health services | Medical sccurity | Drug inguiry

‘Transportation: Public transportation service | Road ituation and transporation equipment | Motor vehicle
driving service | Non-motor vehicle driving service
Qualification confirmation: Service to educationsl insitution | ervice to employment instituton | Service to food

Security nstitution | Service o transportation institution | Service to Construction industry | Service to other industy

® S8 & &

‘Business registration: Commercial corporation regitration | Firm name registration] Business egistration | Stamp
approval | Fire certification | Organization code | Tax registation | Trade mark registration | Advertisement
Contract exampls | Exhibition filing | Annual inspection | Envoice | Declaration and payment

&

Public afairs: Urban public cquipment | Leisure | Landscaping

N ST .

dwoneer,
Ihe power.oj ANC y U N TS

© Pirm sorvcss Service uide | nquiy of Fim spprovl | Recritment | Logistics and cstoma

< Agriculture service: News | Law and regulations | Notice snd announcemen | Service guidel Supply and.
demand of agriculture goods | Agricultural knowledge | Agricultura information inguiry | Catalog of
sgriculturs] fims | Service platform
Education and training: Preschool | Primary school | Middle school | High school | Education fo migrated
education |

population | Education for foreign population | Training and continuing education] Speci
Foreign exchange and study abroad | Education aids | Public education institution

> Employment: Occupation skills | Employment | Enteprencurship | Labor benefits
< Housing service: Indemnificatory apartmen | Commercial spartment | housing provident fund

§ Cortiate sevice: Hukou | migrtion  Mariage regsrtion| Pl plazsig | Adoption regisation |
‘Social security | Education| Medical and health | Judicial certificate | Tourism related certificate | Trade
it | Bonomis and Finacil it | Contuction it | Drvin e | Occapsion skl
it Ot et

© Tnquiey: Guids | Oatne servics

% Scenesservice





