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Abstract. Since 1949, urban governance in mainland China has evolved through three distinct
stages, reflecting changes in the relationship between the state and society and institutional shifts.
The first stage (1949-1977) featured state-controlled, unit-based governance to consolidate the
newly established regime. The second stage (1978-1991) shifted toward economic management
with post-unit-based governance. The third stage (1992-2019) involved expanding and modern-
izing urban governance, focusing on state governance reform. This paper analyzes these changes
using a framework of governance environment, institutional arrangements, and governance or-
ganization. It finds that urban governance in China has transitioned from external to internal driv-
ers, emphasizing decentralizing power to promote effective governance. The evolving state-soci-
ety relationship has played a crucial role, with increasing communication and cooperation influ-
encing governance practices. This study highlights the continuous adaptation of urban governance
in China amidst modernization, reflecting a unique path with Chinese characteristics.
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1 Introduction

As the pinnacle of human civilization and ingenuity, cities are critical engines of eco-
nomic and social development and key indicators of modern civilization. The urban
environment encapsulates the complexities and advancements of societies, making it a
central focus for governance and administration.

Osborne and Gaebler (1993) argue that "without an effective government, a civilized
society cannot function effectively, yet today's effective government is a rarity. The
bureaucratic institutions of the industrial age, large and centralized, often provide only
standardized services and struggle to meet the demands of the rapidly changing infor-
mation society and knowledge economy."” This observation underscores the necessity
for transformation in urban governance, particularly in Mainland China, where the goal
has been to achieve effective governance capable of delivering personalized services
tailored to the diverse needs of its urban population [1].

While there has been an increasing focus on urban governance in Mainland China,
systematic research examining the evolution of governance since 1949 remains limited.
This study seeks to address this gap by exploring the following research questions:

1. Governance Path and Development Prospects: Since 1949, Mainland China has nav-
igated the intertwined challenges of industrialization, urbanization, informatization,



and marketization. What governance paths and development prospects have emerged
in response to these pressures and challenges?

2. Transformation of Urban Governance Systems: Mainland China has transitioned
from a unit-based and neighborhood-based governance system to a community-based
system, reflecting broader shifts in national governance and the modernization of social
governance. How have the roles and functions of the state and society evolved through-
out this process?

3. Theoretical Insights and Practical Applications: Over the decades, urban governance
in Mainland China has undergone continuous transformation. What insights can be
drawn from these changes, and how can they guide the construction and enhancement
of future urban governance?

4. Contemporary Challenges and Future Innovation: Under new historical conditions,
Mainland China's urban governance faces comprehensive challenges in construction
and innovation. How can an objective and thorough understanding of these changes'
historical context help overcome cognitive constraints and enable the rational develop-
ment of future urban governance?

2 Literature Review

This study employs a qualitative research approach to explore the complex and evolv-
ing landscape of urban governance in Mainland China. Given the abundance of data
and discourse on this topic, researchers have found it challenging to distill coherent and
consistent theoretical knowledge from the existing literature, making it difficult to for-
mulate specific hypotheses for empirical testing. Furthermore, there remains uncer-
tainty regarding the key elements that define urban governance in Mainland China. This
aligns with Cronholm and Hjalmarsson’s (2011) argument that qualitative research is
particularly suited to researchers with limited pre-existing knowledge, the phenomenon
under study is abstract, or the research question is uncertain. Conversely, quantitative
methods are more appropriate when researchers possess strong prior knowledge and
the phenomenon is more concrete [2].

The methodological framework for this study is grounded in the distinction between
deductive and inductive approaches to theory formation. Theoretical models can be de-
veloped through various means, including interviews, observations, literature reviews,
and even guided by experience and intuition. Maxwell (2012) further emphasizes that
constructing a research conceptual framework involves the phenomena being studied
and the researcher’s beliefs, identifying four main sources for concept development:
experiential knowledge, existing theories, pilot and exploratory research, and thought
experiments [3]. Both existing theories and theories built from empirical data are legit-
imate and valuable. Thus, this study draws on two primary sources: knowledge derived
from case studies and existing theories of urban governance, to analyze the evolution
of urban governance in Mainland China.

Qualitative research encompasses a range of methodologies, including phenomenol-
ogy, anthropology, historical research, case studies, and narrative research, with
grounded theory often included as well [4]. These approaches can be broadly catego-
rized into anthropological (focused on human biological and cultural existence) and
phenomenological (focused on human thought and consciousness) academic directions.



The concept of governance, as distinct from traditional notions of government, has
been explored in various contexts, particularly in light of globalization and the increas-
ing complexity of public administration. In 1995, the United Nations’ "Commission on
Global Governance™ published "Our Global Neighborhood," introducing a new defini-
tion of governance: the sum of all ways individuals and institutions, both public and
private, manage their everyday affairs. This ongoing process involves managing con-
flicts and divergent interests through cooperative action and includes formal institutions
with coercive power and informal arrangements agreed upon by individuals and insti-
tutions.

Governance suggests a new approach to managing society, indicating that the condi-
tions and methods for governance have evolved [5]. Rhodes (2000) categorizes gov-
ernance into two paths: state-centric and society-centric. The state-centric view empha-
sizes the government’s role in engaging other societal actors in managing public affairs
through partnerships, highlighting the government's regulatory and leadership role in
these partnerships [6].

As conceptualized here, governance is not merely a set of rules or activities but a
policy process that emphasizes coordination over domination and involves continuous
interaction between actors from both the public and private sectors. This broader un-
derstanding of governance as a "new governing model” or "management type" reflects
a shift away from traditional political, economic, and social interactions, particularly
emphasizing the cross-boundary nature of connections, exchanges, and cooperative re-
lationships [7].

Rosenau and Czempiel’s work explores multiple polities, democratization, and citi-
zenship, offering insights particularly relevant to the European Union's integration pro-
cess [8]. Holsti examines 19th-century European political interactions, advocating for
a governance perspective in understanding international cooperation and institutional
dynamics [9].

In the United States, the National Academy of Public Administration identified gov-
ernance as the most critical factor influencing the future of public administration and
management, dubbing it the "governance approach to public management.” This recog-
nition underscores the growing importance of governance concepts and practices in
shaping the future of public administration, making it a central focus for contemporary
research and policy development [10].

3 Urban Governance

3.1 Main Points of Historical Institutionalism

Urban governance emphasizes the limitations on political and institutional control and
the importance of social participation in achieving collective objectives. It can be said
that the mainland academic community's research achievements on urban governance
theory are relatively rich. However, overall, influenced by various factors, many West-
ern theories still lack a further process of localization when applied to China's urban
governance issues. Empirical research mainly includes two themes: case studies of ur-
ban governance and assessments of the effectiveness of urban governance. Due to the



involvement of different academic fields such as politics, economy, and society, ne-
oliberalism has not yet formed a unified school.

Historical institutionalism takes the institutional context as its perspective, valuing
the macro-historical background and the inequality of power relations in institutional
formation. It emphasizes the key turning points of institutional change and the path
dependence of institutional persistence. Early historical institutionalists believed that
institutions formed in the historical process have characteristics of stability and conti-
nuity. Under the circumstances where it is difficult to predict the positive effects of new
systems, the privileged tend to maintain the existing institutions. Therefore, institutions
cannot quickly and flexibly adapt to a changing environment. Institutional change is
not gradual and continuous but radical and discontinuous. Only severe economic crises
or military conflicts can fundamentally change the existing institutions. Historical in-
stitutionalism focuses on the historical turning points where external shocks reshape
social relations and institutions.

3.2  The Environment of 'Unitization' Governance

Taking state-owned enterprises as the object of observation, the "First Five-Year Plan"
period was a key period for developing the "unit system." During this period, the in-
dustry in Mainland China was rapidly restored and developed, and the planned eco-
nomic system was fully established. To promote industrialization's rapid development
and build production-oriented cities as soon as possible, various parts of Mainland
China began to carry out industrial construction vigorously and build large-scale "work-
ers' new villages." 1951 Shanghai completed the first "workers' new village"— Cao-
yang New Village. Unit enterprises across various industries throughout the mainland,
by providing services from cradle to grave for their members, have kept most enterprise
employees within the unit. In this way, the unit organization has become the govern-
ment's solution to the spatial conflict issues of urban residents' employment and resi-
dence.
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Fig. 1. Internal Structure of State-owned Enterprise Units Before the Reforms of the
1980s.



As depicted in Fig. 1, the unit enterprise differs from the enterprise in the modern
economic sense. It does not primarily aim to maximize its own economic benefits but
adheres to national directives and the completion of planned targets as its foremost
principle. The enterprise unit is not only engaged in production and management activ-
ities but also bears responsibilities for the entire unit's political, economic, and cultural
functions; it is accountable not only for all employees working in the enterprise but also
for their families. In summary, the unit encompasses and is responsible for all aspects
of life for its members, from birth to death, assuming the fundamental functions that
the state and society should inherently possess. Although the enterprise unit is not con-
sidered an administrative level of government, it occupies the end of the government's
administrative chain, undertaking the management functions of the grassroots govern-
ment, acting as a spokesperson and agent for the state at the grassroots level, and is
shaped by state power to construct the micro-units of society.

The unit is the primary organized form for the Chinese Communist Party to carry
out social control, resource allocation, and social integration, bearing multiple functions
such as political control, professional division of labor, and life security. As a link con-
necting the state, society, and individuals, the unit receives national policies and direc-
tives, organizes unit members through internal party and mass organizations, and car-
ries out political mobilization and ideological construction. The entire society is thus
differentiated into two distinct parts: one part consists of a large number of dispersed,
closed unit organizations; the other part is a highly centralized state and government.
The three-tiered structure system of "state—unit—individual™ is thus established (see
Fig. 2).
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Fig. 2. The "State-Unit-Individual” Tripartite Structural System.



This top-down organizational design results from the state's power structure, char-
acterized by a strong administrative tint. The state monopolizes all political, economic,
and social resources, establishing absolute control over units. As grassroots urban
workspaces, units determine hierarchical relationships based on administrative levels,
with cadres and workers within the unit holding specific administrative ranks. Every
unit houses a comprehensive organization of the Chinese Communist Party and various
mass organizations, responsible for the unit's political construction. As social living
spaces, units provide their members with the necessary resources and services for pro-
duction and daily life, including education, healthcare, and elderly care. Social mem-
bers must rely on the unit to obtain basic living security; thus, the unit exerts absolute
control over all its members.

The state utilizes the units to exercise its power to allocate resources and uses them
to control and mobilize social members, thereby shaping the "danwei person." The
"danwei person" develops a strong dependency on the unit while showing indifference
to their community and appearing aloof and unfamiliar with social and community life.
In 1953, in some cities, the population under the jurisdiction of street offices still ac-
counted for 60% of the urban population. Still, after the 1960s, the urban employed
population outside the unit system had become negligible. This closed, omnipotent, and
static self-cycle system concentrates atomized unit members in fixed "grids," becoming
a powerful tool for the state to achieve social control.

4 Transition (1978-1991): Post-'Danwei’ Urban Governance"

In globalization, marketization, and decentralization, the evolution of construction
tasks in Mainland China has propelled the reconfiguration of cities and the transfor-
mation of urban governance. The urban governance paradigm now exhibits the entre-
preneurial inclinations of local governments, manifesting managerial characteristics;
urban production has taken on a commaodified trend, emphasizing the economic dimen-
sion of production. At the inception of the People's Republic of China, the state, con-
strained by limited resources, established a grassroots unit organizational system in a
top-down manner. Despite the state's reliance on the unit system to solidify its govern-
ance, restore social order, and foster economic growth, its closed nature restricted and
even severed the links between the state and society, inhibiting societal development.
(Reform, while achieving economic success, also introduced unprecedented freedoms
for citizens and society, leading to many negative issues and complicating the urban
society of the early 1980s. The Chinese Communist Party recognized the significance
of stability for development. It established the value of security and stability, which
became the intrinsic logic for formulating and operating the subsequent urban govern-
ance system. However, due to the swift changes in the external environment and the lag
in the evolution of urban governance, this phase of urban governance has exhibited
reactive, adaptive developmental characteristics, aligning with the rapid economic
growth under the reform and opening-up policy and the ensuing series of changes,
which have directed the trajectory of urban governance transformation.)

The transformation of institutions is related to the environment, and emphasizing the
impact of the external environment is an essential feature of the institutional change
theory. The impacts brought about by environmental changes will lead to changes in



the supply and demand of institutions, breaking the original balance or disturbing it,
thereby promoting institutions to undergo changes of varying degrees and forms, in-
cluding functional adjustments, overall evolution, and even ruptures. Mainland China
carried out systemic reforms to address the employment issue, relaxing control over
resources, especially abandoning the complete monopoly over social resources, allow-
ing the development of non-state-owned enterprises. As a result, individual businesses,
private enterprises, and other enterprises outside the system have seized the resources
flowing out of the system and gradually developed and strengthened. On the other hand,
Mainland China promoted the reform of the employment system, relaxing restrictions
on the identity of workers in units, gradually opening up space for the mobility of work-
ers between units and between units and society.

Compared with units, enterprises outside the system do not undertake huge social
and administrative functions, only pursuing the economic benefits of the enterprise,
thus being more dynamic. Members in the enterprise have more development opportu-
nities and better treatment, so enterprises outside the system have a stronger attraction
to social members. These enterprises have not only attracted people outside the units
but also gradually separated members within the units, who have turned to the embrace
of enterprises outside the system. Moreover, most of the people lost by the units are
young talents, belonging to industry elites, and those who remain are mostly old and
weak members who need to rely on the unit to ensure their lives and have lost their
motivation to fight. Market-oriented reform has penetrated all aspects of society, and
its series of institutional changes has had a profound and comprehensive impact.
Among them, the reform of the employment system has caused a significant impact on
the development of the unit system, extensively promoting the mobility of the employ-
ment group and opening up space for the disintegration of the unit system and the sys-
tem transformation.

During the planned economy era, the government allocated the labor force in a uni-
fied manner, lacking channels and space for mobility. Market-oriented reform has
greatly increased the demand for labor, and the employment pressure has doubled. The
employment system reform aims to promote the transition from the past unified alloca-
tion to market selection, releasing the energy of the free flow of labor, and the enterprise
unit has suffered a considerable impact. After several stages of policy improvement, a
general approach has been formed, which is market demand-oriented, actively culti-
vates the labor market, and promotes re-employment. With the large outflow of mem-
bers of state-owned enterprise units, the coverage of the unit's social control is getting
smaller and weaker.

The state has relaxed control over units, the dependency of units on the state has
weakened, and their independence has been enhanced; due to the development of en-
terprises outside the system, the advantages of units have been weakened, and individ-
uals have gradually left the units to find new places of refuge. During this period, both
the external environment and internal operations of the units have undergone significant
changes.

The units not only need to return the administrative functions to the state but also
return the social functions to society. To pursue the economic benefits of the enterprise,
the units naturally can no longer bear the heavy social burden. In addition to the pro-
fessional functions of the units, other social functions must be completely separated and



returned to society to be light and ready to go, and more resources and energy must be
devoted to economic construction. Moreover, with the steady progress of the national
economy, welfare undertakings in Mainland China have developed in all aspects. The
units are no longer the only organization social members rely on, and the individual's
dependency on the units has gradually weakened.

The facilities and networks of community services have taken shape. Community
service centers have been established in various urban areas and streets, and the resi-
dents' committees have established community service stations, forming a three-tier
community service network of district-street-resident committee. In addition, in re-
sponse to the issue of community elderly care, from 2000 to 2003, various levels of
civil affairs departments also implemented the "Starlight Plan". Mainland China has
established 320,000 homes for the elderly activities as shown in Fig. 3. According to
the statistics of the Ministry of Civil Affairs, by the end of 2005, more than 90% of the
communities in Mainland China had labor security offices, nearly 90% of the commu-
nities had community service centers and health service stations, etc. A preliminary
community service network has been formed with the community service center as the
link, widely connecting various community service enterprises and service personnel.
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Fig. 3. Statistical Overview of Community Facility Construction in Mainland China as
of the End of 2005.

In enhancing convenience, the software construction of various systems and plat-
forms in city management has played a significant role. The application of database
technology in urban governance, particularly the construction of urban resource data-
bases, has provided convenient conditions for information analysis, precise preven-
tion, and service delivery in governance.

5 Conclusions

Since the reform and opening up, with the advancement of market-oriented reforms,
under the complex, changing, and diverse external environment, urban governments in
Mainland China have changed their past comprehensive governance model to enhance



responsiveness and public service capabilities. They no longer monopolize public ser-
vices but instead introduce market mechanisms and social forces, emphasizing public
participation, resource sharing, and integrated governance, resulting in many new prac-
tices. In summarizing the practices of urban management reform, governance theory
has been given importance. Governance theory does not negate the leading role of the
government and the role of representative democracy. Still, it brings the private sector
and social forces into the management of public affairs, striving to improve the effi-
ciency of public service supply and enhance the participatory and democratic nature of
government operations.

This study, from the perspective of institutional change, integrates the relationship
between the state and society and public administration theory to combine and analyze
urban governance in Mainland China within the framework of governance background,
institutional arrangements, and organizational network. It further analyzes the trends of
urban governance evolution in Mainland China, examining the background, basic char-
acteristics, operational mechanisms, operational effectiveness, and potential risks of ur-
ban governance at different periods. It also clarifies the reasons for its evolution to
deepen the understanding of urban governance in Mainland China. In this process, the
proactivity, flexibility, and responsiveness within the urban society gradually increase,
and the society's self-governance capabilities are also continuously enhanced.
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