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Peter M. Blau and W. Richard Scott, Formal Organizations: A Com parative Approach, San Francisco:
Chandler Publications, 1962, p.5.
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LA IA Sy R B 24 A S BN B TR S5 A LR A R B0 R AR 0 SR AR Y de SRS B SN L TR AR
BT b SECIREARAT . AR U A BOOR R TS5 (R B AR TSR R T LB AE A 32 2 o Sk R i
PUATY SR AR5 Al A7) 2% B 10 5 2k O 6 I 7 L, LTI 230,85 5 T,

(347 Modn, 20 2B 0 — TSR AIF 9 0 A Oy, G 2R 2P S Y R 0T T R e EE A M L T LN R A
B IS 2 o i 30 T AR i AR v e 3L i T LA B IR H 2 B U ARAS . See Sanford M. Dornbusch and W. Richard
Scott, Evaluation and Excise of Authority, San Francisco: Jossey— Bass, 1975, p.83.
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(523 See E.H. Schein, Organizational Culture and Leadership , San Francisco: Jossey — Bass, 1992,
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Abstract:In the process of contemporary China’s state governance, the status quo of ultra— large
state governance renders the devolution of powers under hierarchy fails, leading to the phenomenon of or-
ganization failure. In order to remedy the situation and reduce the governance cost. the division of powers
under contractual governance system as a feasible means has been introduced in actuality. Accordingly,
there are two faces of Constitution, that is, the Constitution as a constitution of organization and as a
long— standing contract. From the two different readings of the ‘Two Initiatives’ clause, we can find
that ‘local adaptation under a pressure system’ and ‘localized management under administrative subcon-
tract system’ are the key factors of this clause. At the same time. by the means of organizational culture
and ambiguous governance, the pressure system is imbedded in the system of administrative subcontract,
and Constitution will also transform from a constitution of organization to a long— standing contract. Ul-
timately, backed by the interconversion between formal institution and informal institution, the nominal
authority and the virtual authority derived from the ‘ Two Initiatives’ clause, the basic structure between
the central and local government in contemporary China is in a stable state while in a dynamic process,
realizing a unique contractual governance situation under hierarchy.

Key Words: “Two Initiatives” Constitutional Clause; Incomplete Contract; Administrative Subcon-

tract System; Organizational Culture; Ambiguous Governance
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