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RESEARCH ARTICLE
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in china’s industrial ownership reforms

Shuanping Daia,b and Markus Taubeb,c

aCentre for China Public Sector Economy Research, Jilin University, Changchun, China; bMercator
School of Management and the Institute of East Asian Studies (IN-EAST), University of Duisburg-
Essen, Duisburg, Germany; cSchool of Economics, Nankai University, Tianjin, China

ABSTRACT
Ambiguity in policy formulation is a strategy setup with multifari-
ous institutional flexibilities that maintain the credibility of func-
tioning institutions. In the framework of the ‘credibility thesis’ as
introduced by Peter Ho, this article posits that Chinese policy-
makers intentionally or unintentionally made a smart choice in
coining the highly ambiguous term ‘TVEs’ for promoting institu-
tional reforms on property rights, and providing a unique buffer-
ing effect for a (comparatively) smooth policy transition towards
increasingly liberal reform agendas. Furthermore, TVEs’ content
was evolving through time and consistently adapting to the inter-
actions among various stakeholders in the reform process. The
conceptual ‘3C’ model of strategic ambiguity in policy formulation
elaborated by the evidence of TVEs might be an approach for
China’s policy studies.
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1. Introduction

For about twenty years, the Chinese economy was home to a highly successful type
of industrial enterprise classified by Chinese policymakers as ‘township and village
enterprises’ (TVEs, xiangzhen qiye).1 These enterprises developed out of the people’s
communes, which constituted the major political entities in China’s rural areas.
Interestingly these TVEs developed in a bottom-up fashion by entrepreneurial individu-
als and existed in a grey area of China’s formal law and ordering system. As a side-
effect of this bottom-up development process, TVEs that evolved in different regions
and localities came to feature highly dissimilar characteristics. The governance struc-
tures, property rights systems, and decision-making structures, as well as the evolu-
tionary development over time of China’s TVEs spread over a broad range of
variations.2 As a result, the term ‘TVEs’ increasingly became a fuzzy concept for indus-
trial enterprises located in rural regions not under collectives or state agencies’ full
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control. As such the enterprise category of TVEs constituted a unique vehicle for the
transformation of China’s rural economy from a highly centralized system to one
dominated by enterprises led by private entrepreneurs. It provided a means to sub-
stantially reduce the uncertainty of private entrepreneurship, and the political cost of
decentralization and privatization. Due to this conspicuous fact, extensive research has
been conducted to explore its driving role in China’s reforms,3 its performance and
efficiency,4 as well as the reform strategies that materialized afterward.5 Very few
pieces of literature, however, look at the significance of the policy term ‘TVEs’ itself.
This article is concerned with the usage of the term TVEs in Chinese policymaking and
policy communication. The term TVE is conspicuous as far as it deviates from the trad-
itional standard phraseology that relates to ownership forms (state, collective, private).
Instead of following this template, this study introduces the concept of ‘strategic
ambiguity’ that does not clearly define the underlying industrial assets’ ownership for-
mation but intentionally leaves ample room for variation in the interpretation of what
types of enterprises fit into this category.

We present our argument in the framework of the ‘credibility thesis’ as introduced
by.6 The credibility thesis puts forward the idea that the performance of institutions
should not be evaluated by criteria of ‘form,’ i.e. constituting part of a society’s formal
rules system, and being sanctioned by policies propagated by opinion-leaders like the
World Bank or others. Instead an institution’s actual functionality, i.e. its capacity to
provide order and facilitate coordination in a specific group of social and economic
actors at a given point in space and time, should be taken as the key determinant for
any performance evaluation. The manifestation of such functionality can only be
achieved if an institution – be it formally defined or informally agreed upon – attains
credibility in the relevant social groups.

This article postulates that Chinese policymakers intentionally or unintentionally
made a smart choice in coining the highly ambiguous term ‘TVEs’ for the classification
of these enterprises. This term captured the considerable variation in the concrete
organization of these enterprises at a given point in time as well as during their fast
evolution towards ever-new forms of governance. At the same time the elusiveness of
the term TVEs established a corridor of political and ideological acceptability leading
towards a gradual privatization of industrial assets and disempowerment of the
broader public and conservative stakeholders. Thereby it facilitated a (comparatively)
smooth policy transition towards an increasingly liberal reform agenda for the
Chinese economy.

This article argues that industrial policy, as a manifestation of governmental top-
down regulation of the economy, may employ ‘ambiguity’ in the formulation of its
classifications and definitions (e.g. the term ‘TVEs’), administrative guidelines (e.g. the
development proposal in 1984) and regulatory directives (e.g. the consolidation of
TVEs in 1989; the Law of TVEs issued in 1996). By doing so, the Chinese government
can attain credibility as a legitimate ruling power and facilitator of macro-economic
coordination in the face of highly dynamic forces of bottom-up innovation and institu-
tional change. This notion is based on the notion that institutions must attain credibil-
ity with the social groups they are supposed to govern in order to bring to bear their
full functionality. This condition is guaranteed, if these institutions evolve
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endogenously. Such institutional innovations that are being developed in a bottom-up
fashion may become sanctioned later on by the government and become part of an
extensive set of formal institutional arrangements. In contrast, institutions that are
devised on the blackboard and become introduced in a top-down fashion, face con-
siderable difficulties in attaining credibility among society and run a high risk of failing
ultimately and becoming non-functional.

By applying the ‘credibility thesis’ to the study of TVEs, this research endeavour is
also addressing some prominent puzzles raised in the literature on TVEs. First of all,
the seminal discussion of Weitzman and Xu7 raise the question of how the observed
property rights arrangements among TVEs could be aligned with the propositions of
standard property rights theory. They detect a paradox in this relationship and argue
that TVEs are ‘vaguely defined cooperatives… not privately owned,’ and a TVE is ‘a
communal organization.’ In their understanding, it does not have ‘well-defined prop-
erty rights’ … , while ‘a legal system related to the TVE is also ill-defined.’ TVEs are
understood to represent ‘the exact opposite of …private organization’ (p.123).
Nonetheless, they observe TVEs to be ‘enormously successful’ and ‘as efficient as pri-
vate firms’ (p.123), which is in contradiction with the basic precepts of property rights
theory and challenges the conventional wisdom of a stable nexus between efficiency
and private ownership. Consequently, one may question whether vaguely defined
cooperatives can be really be hailed as a driver of market-oriented economic transi-
tions as their fundamental nature contradicts the neo-liberal property rights school’s
conventional theory.

The article at hand also concerns itself with the institutional driving forces of the
rise and the demise of China’s TVEs. The literature on TVEs focusses strongly on the
performance, and dynamic productivity builds up in these enterprises, yet rarely
explores the reasons for their extraordinary contribution to the institutional design
and trajectory of China’s idiosyncratic economic growth and reform process.8

Moreover, there is very little literature that explores the TVEs’ disappearance after the
year 2000. Suddenly TVEs cease to exist in the records of the Chinese economy.
Obviously, TVEs morphed into new types of enterprises. But what forces have been
driving this process and why did the ambiguity of being a TVE suddenly lose
its luster?

This issue is closely related to the (formal) privatization of TVE assets. The disregard
for this transformation of collective assets into private ownership, its dimensions and
mechanisms is astonishing, especially when taking into account what attention was
paid to the reform and (partial) privatization of the Chinese state-owned enterprise
sector. Actually, the popularity of TVEs in the 1990s may provide a vantage point from
which to analyze why the Chinese populace did not demonstrate a larger concern
about the national assets lost in the run of the TVEs’ privatization. Their ambiguous
status may have already turned them into ‘private’ firms in the eyes of the people
long before their official transformation.

Building on these foundations, this article explores a possible technical tool to be
incorporated into models of gradual systemic transition. Scholars have contributed
extensively to the varieties of transition models,9 but rarely touch the inner core of
how policymakers choose a specific approach, such as how to design a gradual policy
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scheme and how to behave while facing substantial uncertainties. Therefore, we argue
here that decision-makers might intently make ambiguous policies in order to alleviate
otherwise prohibitive costs of reforms and coordinate different interest groups. Such a
conceptualization may inspire a fundamental framework for gradual transition and the
policy formation process. A strategic discourse of implementing policy may enable
multiple perspectives and objectives to co-exist and facilitate the participation of dis-
course actors who have incommensurable ideologies.10 The critical point we would
argue is that policy formulation should establish proper connections with the existing
policies and proclaimed commitment. More importantly, the majority of people can
quickly realize the benefits of policy changes, and accordingly form common percep-
tions concerning the policy, through the connections based on their mental models.

This research, from a theoretical perspective of policymaking, may also potentially
contribute to the claims brought forward in.11 Within an environment full of vested
interests, it does not mean that people must defeat the vested interests first before
implementing reforms. Interests could generate useful ideas for policymaking.
Preferences (ideas of being self) drive economic interests, but they have ‘only a limited
and preconceived idea of where their interests lie’; moreover, if moving to a political
scenario, where ‘preferences are tightly linked to people’s sense of identity,’ this kind
of limitation of preferences becomes more visible, ‘new strategies can always be
invented’ (ibid., p. 206). The rising question is how to invent, which is very technical
and instrumental, and invites us to think about the process of policy formulation from
a perspective of how perceptions of agents involved evolve, in turn, of realizing and
expanding the availability of ideas. In this case, policy formulation may base on the
redefined, restructured, or ordered ideas of being self. Ambiguity may be one tool
that serves for this transformation.

The remainder of this article is organized as follows. In section 2, we propose a con-
ceptual model of policy formulation in order to elaborate on how strategic ambiguity
in policymaking and implementation can constitute conscious governmental agency
and does not affect the credibility of the functioning institutions in practice. After a
brief discussion of the nature of TVEs in section 3, we demonstrate the various forms
of usage of the term TVEs in Section 4. TVEs enable the Chinese government to act in
a non-interventionist way in order to promote an evolving private property rights
regime and support the grand transition to a market economic system. Lastly, we con-
clude this paper in Section 5.

2. A conceptual model of policy formulation

2.1. Policy formulation

A general policy formulation can be conceptualized as a set of processes: first, identi-
fying problems and setting goals; second, specifying alternative solutions and paths;
third, choosing among the alternatives by an authoritative figure, and legislating the
decision; and finally implementing the decision or laws.12 Furthermore, regarding the
real scenarios of policymaking, academic focuses vary ranging from different decision
stages, timing windows,13 to the roles of policymakers.14 This is a standard and con-
ventional policymaking paradigm. Experienced policymakers in practice might not
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agree with such simplicity and technical methodology since it only depicts an ideal
decision-making process. In contrast, they usually, following practical methods that do
not match with theoretical claims, search for specifications and negotiate solutions
repeatedly, and finally reach a compromise or an equilibrium among different interest
groups. From this perspective, policy formulation is not rationally planned decision-
making from political leaders or authorities, but is instead the collective outcome of
repeated strategic interactions among diversified interest groups with specific motiva-
tions and incentives. As it is ‘more clinical than theoretical and more inductive than
deductive’,15following specific rules of decision-making (or games). Hence, any policy
formulation must be relevant to specific features (e.g. ideology, cognition, knowledge,
social status, learning ability, etc.) of policymakers and the policy environment, which
can be defined as a set of pertinent institutions,16 through a continuous sequence of
social interactions.

Identifying the problems to be solved is the first task in policymaking. Here, we
describe it as an encoding process under the interactions among policymakers and
other stakeholders. Policymakers specialize in identifying problems and finding solu-
tions, which is the basis and the crucial point for formatting new policies. However,
sometimes it is common that the policymakers are unable to understand precisely the
problems they are facing and to capture the preferences and interests of relative
agents due to the substantial technical difficulties and cognitive limitations. A natural
question is, therefore, how to reduce the number of failures in policymaking. The
democratic vote certainly is an effective way of reducing and correcting mistakes.
Pertinent conflicts between the winning majority and losing minority, however, do
exist; and even such predictable conflicts may seriously detain the policymaking pro-
cess. Hence, a formulated policy must be an endogenous acceptable common
arrangement for the majority of the stakeholders. Nevertheless, how many conflicts
are reduced and how much common perception can be formed in the policy may
paint an accurate reflection of the policy’s credibility.

2.2. Strategic ambiguity and endogenous credibility

Policies may be understood as the collective expressions of faiths, values, interests,
expectations of policymakers (in political sections), and the policy receivers, including
citizens, organizations, and governors without policymaking power. Often, in the pol-
icymaking and implementation process, the various agents collectively indicate per-
ceived problems and express their desire for solutions, which are embedded in their
specific demands. An innovative policy agenda should be precise but flexible, espe-
cially when the stakeholders are heterogeneous17; this means that a new policy must
deal with such diversity and provide an action space that allows the stakeholders to
debate, negotiate, and compromise.

The argument of ambiguity stands in sharp contrast to most peoples’ understand-
ing and experience of policymaking in which the most vital elements are clarity, preci-
sion, and openness. The crucial point for unravelling this paradox is that ambiguity
does not imply that policymakers do not know policy solutions; rather, they do not
know what the next moves to the target are. A primary concern regards the cost of
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ambiguity. If a policy is ambiguous, the policy effects will become more unpredictable.
Take the central banks’ communication with the public as an example. In order to
achieve the goals of monetary policies, almost every central bank maintains communi-
cation about its overall objectives and strategy, motivations, economic outlook, and
future policy possibilities with the public. Here, the crucial issues are how to communi-
cate, who is the proper sender of the signal, and consequently, the appropriate texts,
timing, and channels would be determined and chosen. However, communication is
not always practical, and a fully transparent central bank cannot create any surprises,
or its monetary policy will matter less.18 Hence, strategic ambiguity in communication
could be a plausible option. As communication is taking place, ambiguity creation will
be highly contextual, and language, perception, and knowledge are relevant and inter-
dependent, and it may ‘foster agreement on abstractions without limiting specific
interpretations’.19

We propose to understand the rationality of being strategically ambiguous as being
based on three parameters, considering policy formulation must deal with various
reactions of agents to new policy, unpredictable conflicts as undesirable policy imple-
mentation problems emerge, and trade-offs between long-term aims and short-term
compromise. This counts especially when policies address institutional changes and
must uphold the credibility of the morphing institutional arrangement. First, ambiguity
helps to coordinate different agents’ perception of a new policy. As we have stressed,
policy change is an endogenous result of social interactions, and what policymakers
do is to formalize what the stakeholders in practice have perceived as ‘credible.’
However, policymakers have their own logic and assumptions of how the world works
and changes. Their ideologies and worldviews shape their perceptions of policy-
making, and consequently, the outcomes of their and others’ actions. They believe
they know and understand the context in the correct way, at least probabilistically,20

and believe what they formalized will become a commonly acceptable arrangement
for further actions. On that account, when the policymakers are called to make deci-
sions in similar situations, a crucial question will be how to convey the critical policy
message to the public and lead people to form common perceptions (or shared-tags,
in the terminology introduced later) about these new policies, in order to achieve the
underlying policy goals. Within the formulation process, policymakers must predict the
results of implementing new policies. However, in some cases, it would be difficult if a
new policy is a revolutionary or radical one, for instance, of introducing private eco-
nomic elements in a communist regime, which might result in unexpected, even cata-
strophic outcomes. Often, we can easily observe a scenario in which the aspirations of
central policymakers are frustrated by the unexpected reactions from the local policy
implementers. In addition, the public, does not know the exact self-interests, and can-
not act in the desirable way that the policymakers expect.

The concept of mental models by Denzau and North21 can help understand how
people with distinct cognition systems interpret the environment and institutions. If
individuals have similar mental models, this will facilitate better communication and
shared learning, which can lead to agreement on institutional designs. Eventually, indi-
viduals sort themselves in different clubs of shared mental models. This insight is
coherent with the idea of networks of institutions by Dai,22 in which institutions are
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connected by individuals’ shared mental models, i.e. the common tags, or shared tags,
of institutions. If we consider policies as formal institutions, all stakeholders will form
specific tags of policies, which reflect the attributes of policies. Policymakers and the
public have a distinctive cognition to understand the underlying problems and envir-
onment. They also act differently in social interaction processes. Hence, policymaking
actually touches upon how those groups exchange ideas, communicate, and form
coordinated expectations about each other.

Figure 1 illustrates the systemic linkages among policies are results of unique men-
tal processes. We divide a policy formulation into encoding and decoding processes,
although these two processes always overlap with each other. Policymakers must pre-
dict how the public decodes the forthcoming policy, and encode the new policy
according to the prediction. Individuals and organizational responses to the specific
policy changes highly depend on the information and incentives the policies convey.
Policymakers, therefore, must not only consider the design and implement policies
but also accurately predict the responses. The more common tags as decoding policies
the stakeholders generate, the easier the policy formulation is. However, such proce-
dures highly depend on the individual attributes in knowledge, value system, cultural
background, and so on. Meanwhile, common controversial tags also provide a way to
reduce potential conflicts as implementing the policy. Hence, if we strategically create
ambiguity to mediate controversial tags and maintain common tags, this will maintain
the credibility of the policy and make it functional.

A second reason for including strategic ambiguity in policy formulation is motivated
by conflicts of interests among related stakeholders. If we assume that any policy
change will improve social welfare in the aggregate, such an improvement will be
asymmetrical and benefit individuals differently. The most telling example might be
the dual-track reform strategy in China, which took advantage of making implicit
lump-sum transfers to compensate potential losers embedded in the existing system
to simultaneously liberalize the market.23 The best solution for policymaking, therefore,
is to enable policymakers and non-policymakers to be both better off through a dual-
track design.24 The unpredictable conflicts between policymaking and implementation
are frequent. Furthermore, sometimes the policymakers and the policy-implementers
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Figure 1. Processing tags in policy formulation.
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are different groups of people. Although both groups encounter identical underlying
problems, the former will see the problems as given and solve them via creating new
policies, whereas the latter will see the new policies as given, and solve the problem
via understanding and implementing policies. These two sides are therefore in an anti-
thetic process.

Moreover, because of bounded rationality,25 policymakers can optimize the payoff
value of available policy alternatives. When facing substantial uncertainty or only pos-
sessing partial knowledge of the decision making context, however, people are incap-
able of forming subjective probability distribution functions over the unknown
possible outcomes, and there is no right decision criterion or models by which to
choose a policy.26 The emerging equilibrium of actions, therefore, will highly depend
on their intuition, experience, ideology, and cultural background, not merely based on
their computational ability.

Hence, when an obvious solution is risky, ambiguity will be a strategic option for
creating a bridge between policies; or if the policy outcomes are unverifiable, ambigu-
ity will leave some verifiable aspects of the outcome unspecified.27 Avoiding the
uncertainties of radical changes is the primary concern of strategic ambiguity.
However, this does not mean that ambiguity is a necessity for any policy formulation.
If policymakers can distinctly identify problems, the clearer the new policy is, the bet-
ter the outcomes will turn out. The special significance of ambiguity arises in highly
dynamic environments with shifting interest constellations and payoff structures. In a
dynamic environment, policy formulation in principle needs high levels of ambiguity;
in other words, in the more established, stabilized, and interactive environments, less
ambiguity is needed.

The third and last parameter relates to institutional evolution. In nature, policy
changes must be evolutionary due to gaps or path-dependencies driving a wedge
between old and new policies. Knowledge (of the policy) creation and adaptation
occurs cumulatively and gradually, and people cannot establish something entirely
new; moreover, policies of change are designed to redistribute resources and interests
of many and to change behavioral boundaries and incentive structure of them as well.
Therefore, from both sides - policymakers and the others – points of view, a gradual
policy change will be more natural to make and to be accepted in comparison to an
alternative radical one. In other words, the lower the relative speed of institutional
change, the higher the credibility.28

Economic change is dynamic, and such a dynamic character of an economic system
is because the changes depend on not only social, political, and environmental con-
texts but also the changing market structure. Hence, any investigation into the sys-
tematic economic changes cannot stray from the evolutionary approach. Of course,
compared to a radical change model, the gradual policy change will consume much
more time to complete an expected new policy framework. In fact, this is just an illu-
sion, since a series of gradual and transitional changes will take less time, for a theor-
etical model, see, e.g. Ellison.29 A well-known example is that a giraffe has a very long
neck, but surprisingly, which only contains seven neck bones, less than other mam-
mals. Although it is inflexible and awkward to control, biological evolution failed to
increase some bones in giraffe’s neck, because this structural change needs many
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other mutual mutations of muscles, nerves, and bones simultaneously.30 This might
happen in the next million years. However, if it can evolve year by year, generation by
generation, it might happen very soon. Changing policy is similar. If policymakers
want to change a policy in a short period, it will bring much controversy and oppos-
ition and finally cannot reach its goal. Instead, in order to alleviate conflicts with the
opposition, by changing policies gradually and carefully, this may create chances for
people to demonstrate their demands and claims, which can be integrated into next
step of changes.

3. The nature of TVEs

At the end of the 1970s, the Chinese economy had become highly dysfunctional. The
Maoist primacy of ideological education over economic efficiency and the deep rift
between various social groups had brought the economy to the brink of collapse,
where even the most basic needs of the population could no longer be met in the
state-centered system. As such new forms of (semi)-private economic activity devel-
oped outside the formal economy in order to alleviate the worst deficits. These
innovative activities were located outside the ruling elite’s norms system, but quickly
gained traction amongst the broad masses of people as well as local government and
party cadres. Eventually, a new group of reform-minded politicians came to power
and set-off a process of economic reform and liberalization that paved the way for pri-
vate entrepreneurship.31 Nevertheless, while in terms of governance efficacy and social
stability, it appears as rational to liberate or tolerate the new emerging economic play-
ers; new conflicts had to be dealt with arising from varying economic interests as well
as persistent ideological dissent and conflict among the population and the ruling
party state. Output-oriented reform initiatives in the rural areas proved to provide a
solution to this problem in so far as new economic forces could be unleashed that
quickly improved the livelihood of large parts of society. As such, in the first years of
the Deng Xiaoping government, a substantial number of people tried to establish their
own private enterprise, irrespective of the fact that within China’s socialist system
such attempts were running against the official party doctrine and were officially
strictly prohibited.

In 1984, the Chinese central government published a landmark document, A Report
on Exploring a New Stage of the Commune and Brigade Enterprises (CBEs), in which
CBEs were renamed as TVEs. CBEs had emerged in 1958 in order to stimulate eco-
nomic development in China’s rural areas. During the Cultural Revolution, however,
they were brand marked as the ‘tails of capitalism’ and prohibited. In 1978, the CBEs
re-emerged and became once again positively evaluated in national policy documents.
As a matter of fact, they developed dynamically and became the primary force of the
agricultural products processing industries. Although relying on private entrepreneurs
for their business activities, CBE remained deeply embedded in the traditional owner-
ship system that had little space for private ownership of the means of production.
Accordingly, a government document promoting the CBEs published in 1979 defined
them as collective enterprises. Against this background, their successor organization,
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TVEs, must be understood to constitute publicly owned enterprises as well, although
the central government did not clearly state this expressly in its 1984 report.

In the official narrative, TVEs were understood to provide an essential complement to
the SOE-sector and constitute an important source of fiscal revenue for rural communities.
The central government also clearly asked local governments and ministries to support
TVEs in all possible ways and even requested them to treat family-based and individual
enterprises equally. Hence, in principle, TVEs could be any kind of enterprise operated in
rural towns and villages. These would be legal as long as their operations were based on
local production materials and the local labor force. As the central government also
released its control rights over these enterprises to the local levels, eventually, local gov-
ernments and cadres (at the county, town, and village levels) were invested with substan-
tial power over the operations and developments of TVEs in their constituencies. This new
organizational set up had the potential to greatly strengthen incentives for local cadres to
support dynamic economic development and growth and thereby increase local fiscal rev-
enues. At the same time, however, this set-up provided an ideologically unobjectionable
governance structure until private enterprise were to become legally recognized. While
providing a solution for the ideological treatment of these enterprises, this new arrange-
ment created a new arena of conflict for local actors. With local government representing
the pro forma national ownership claims over these enterprises, but hardly accepting any
de facto ownership responsibilities as they hardly contributed to the management and
business operations of TVE, the question of ownership remained unclear and a new state
of ambiguity in state-enterprise relations arose. The fact that the 1984 document did not
make any clear statement on the ownership status of TVE further intensified this smoulder-
ing conflict.

In Chinese official statistics, TVEs are referred to as township-owned and village-
owned enterprises before 1984. Afterward, the statistics of TVEs add individual-owned
firms, for example, by one person or family, and the joint-owned firm by several per-
sons or families. In fact, most of the later must be classified as being part of the pri-
vate economy. Two distinctive explanations existed in academia. The majority of
scholars has understood TVEs as formally collectively owned but featuring vaguely
defined and assigned property rights. For example, Weitzman and Xu32 define TVEs as
a form of non-state enterprises that are operated at the county level and usually
established in rural areas, whereas the conventional state-enterprises operate under
the control of central, provincial, municipal, or county governments.33 In addition,
Weitzman and Xu34 argue that regarding TVEs performance, it was unnecessary to
define TVEs property rights clearly as all actors found themselves in a politico-ideo-
logical lock-in that harmonized their agency. This vagueness continued until eventually
private property rights became dominant.35 In practice, TVEs were owned ‘by the local
government or collectively by members of a village… operate entirely outside of the
state plan, … and are not private enterprises, since they lack clear private owners’.36

Nevertheless, enterprises cannot distribute the profits to the enterprise owners as the
formal private ones can do, and the members of the collective communities (i.e. vil-
lages, towns) just earn a salary as they are working for the enterprises. Accordingly, if
some members leave the communities, they automatically lose their enter-
prise ownership.
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Some scholars, such as Huang37 and Nee,38 instead firmly identified TVEs as private
enterprises. If looking at the government documents and behaviour towards TVEs,
they were surprisingly inconsistent among ministries. According to the Ministry of
Agriculture (MoA) data, TVEs were clearly defined as publicly owned enterprises,
whereas according to Huang,39 the household businesses constituted the majority.
Moreover, it was widespread that the MoA and local governments respectively defined
one firm as TVE or private firm. For example, the Hengdian Group of today highlights
a typical transitional pattern of the TVEs. As a representation of the Zhejiang TVEs
Model, Hengdian Group (original name: Hengdian Silk Factory) initiated and operated
inside the confines of the local people’s communes and its administrative bodies from
1975. In 1989, it became the first private enterprise group in Zhejiang province.
Nevertheless, in I993, the National Economic and Trade Commission approved it as a
TVE, although it had become independent from the local fiscal system. This approval
offered Hengdian Group an anchor from which to avoid any governmental actions
suppressing private ownership. From 1996, the MoA also listed this group as a TVE.
However, at the local government level, it was defined as a private firm from the
1980s. A much more interesting phenomenon was the TVEs data the MoA published,
which included privately run and household businesses from 1985 (for more govern-
mental document evidence).40 Therefore, how to understand those contradictions and
paradoxes in both economic wisdom and the practice of the Chinese government
deserves a large amount of effort. Meanwhile, an additional puzzle concerned why the
Chinese government did not term such enterprise types according to ownership form
as it usually did, but rather to geographic location. We would argue that there are no
paradoxes indeed, because the Chinese central government intentionally established a
strategic ambiguity with regard to TVEs ownership in order to transform the market
system smoothly.

In sum, from our point of view, the TVEs ownership issues were strategically
neglected or laid aside at an early stage. Policymakers and local cadres knew TVEs
were contingent. As administrations realized that individual economic freedom and
motivation were crucial for development, ownership in the political sense should be
weakened. Hence, an equilibrium between private ownership must be compatible
with the socialist Party Constitution, which needs to be appropriately reached. The
term TVEs led people to pay more attention to its geographic and industrial features
and keep away from the concerns of ownership and property rights concerns.
However, this problematic ownership structure cannot act as a sustainable driving
force for further development, which, not surprisingly, as the Chinese economy
became more market-oriented and private sectors were easily acceptable, most TVEs
were privatized.41

4. Understanding the term of TVEs

It is not easy to be ambiguous in practical policy formulation. Ambiguity in policy for-
mulation is a policy setting with multifarious institutional flexibilities, which can be
expressed in a set of ways: (1) Context (C) matters for policymaking, and (2)
Connection among policies (C), and (3) Credibility (C) for implementation, adoption,
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and modification, which is termed as a ‘3C’ principle. In this section, we will elaborate
on this principle in order to understand the policy term ‘TVE.’

4.1. Context matters: the endogenously evolved privatization

Ambiguity means an openness for adaptation to the institutional environment framing
interactions among stakeholders. Any new policy formulated constitutes, in general, a
reflective result of changes in the focal transaction underlying context or environment.
This includes macro-economic conditions, political atmosphere, social beliefs, even
external shocks, and so forth. Policymakers, therefore, must make decisions consider-
ing overlapping contextual platforms and the situation. This naturally reaches an argu-
ment where ‘variation in context should create variation in policies selected’.42

Therefore, we must ask, what situation the Chinese government was facing before
crafting the term TVEs? Agriculture in China simply meant crop farming before the
reform agenda started in the late 1970s. All industrial processing or ancillary industrial
services were exclusively located in urban communities. The various (lower level) gov-
ernment agencies and people were facing many substantial uncertainties. There did
not exist a clear consensus of whether China needed reforms, and if, what reform pro-
gram to implement. Only with the introduction of the innovative Household
Responsible System, did China’s agriculture regained a dynamic development impetus
and made impressive achievements. At the same time, it changed the labor and cap-
ital accumulation structure in the rural areas as well. The crucial task then was to dis-
tribute the labor and capital surplus. However, labor mobility and private investment
were highly controlled within the socialist planned economic and institutional system.
The newly gained dynamic development seemed to have come to a grinding hold at
an ideological no go zone.

However, private economic elements, of which the majority was small scale and
subsistence (Getihu, in Chinese), have been extensively emerging in China since the
1980s, following successful rural land institutional reform, as Figure 2 illustrates.
However, those existing de facto private elements were incompatible with socialist
principles and hence were highly regulated; for example, it was illegal to employ
more than eight workers in a firm. Within such an intense communist political

Prohibiting Institutional 
Intervention 

Condoning & Co-opting 
Institutional Intervention 

1980s 1990s Time 

Legalized Private Economic 
Sectors 

The Emerging Private 
Economic Elements [in 

Practice] 

Vanishing Private Economic 
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Figure 2. Endogenous emergence of privatization in China.
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atmosphere, the Chinese communist government dared not to officially promote pri-
vate economic sectors during the 1980s, but it understood that a spontaneous bot-
tom-up reestablishment of private firms was inevitable, from which we can observe
some hints in official documents. For example, just before the term TVEs was invented,
the 1983 No.1 Central Document stated, ‘The (conventional) cooperative economy, in
fact, has been broken by the practices of people. Hence, as long as the labors agree
voluntarily … a dividend is allowed, besides the distribution system according to
labor. This is a socialism cooperative economy in nature.’ As such, practices observed
in the countryside were officially recognized and tolerated.

After the HRS reforms, rural household businesses became a formal part of the
existing cooperative agricultural organizations and the respective formal institutional
regime. Thus, both household businesses and collective sectors became essential ele-
ments of the rural economy at that stage. In essence, this dual system had indeed
already separated the issues of ownership and operation. Yet, household business still
formed a part of the collective economy, i.e. a part of TVEs. This institutional arrange-
ment proved its capacity to greatly stimulate households to increase their production
output as large parts of the residual was to be theirs to pocket. However, farmers still
could not become the formal owners of their firms and must work under the adminis-
tration and regulation of governments. The terminological ambiguity and flexibility of
TVEs reveals the fact that this type of economic organization took advantage of the
ambiguity of this new fuzzy term and of the feasibility of promoting rural develop-
ment. In this sense, the term TVE was an exact ‘nurturing’ approach that was ‘guided
by the endogenously evolved context, not by the morality and orthodoxy of pre-
defined institutional form’.43

Nevertheless, the Chinese government kept the power to stop and prohibit the
emerging private economic manifestations. The private economic sector remained
illegal and therefore made it very risky for any politician to support privatization pub-
licly. Any policymakers or reformers must be aware of the fact that their policy initia-
tives will generate opposition and prepare for this. The formulation of the term TVEs
reflected that the Chinese government accepted ‘daily praxis’ and tolerated the
emerging private elements. At the same time, the strategic ignorance of ownership
disputes left space for people’s interpretation and maintained the credibility of such
mixed property rights arrangements.

Ho44 proposes an operational ‘Credibility Scales and Intervention’ (CSI) checklist to
‘assist policymakers in becoming aware of, and better reviewing, their opportunities
and constraints’ and to choose ‘interventional and non-interventional’ (p: 1139) devel-
opmental measures. However, it might be a challenge to measure the credibility scales
as the government decides to take action or wants to judge whether the running
institutions function. We have argued before that all stakeholders perceive reality and
act according to their own specific mental model. Their understanding of a new policy
highly depends on how they are living and thinking, which is endogenously
embedded in context as well. If policymakers consider (actually they do) such interac-
tions, the context may determine policy selection directly. However, this does not
imply that policymakers always act in order to appease the interests of the general
public. They may follow long-term strategic goals that have not or could not yet be
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communicated. Then, policymakers must be skillful in interpreting context, for
example, using specific language,45 which may meet multiple expectations from the
pubic (policy receivers), who then may form common perceptions of the policy.
Hence, ambiguities function well in the unclear context between the de jure and de
facto property rights system.46

Let us turn back to the term TVEs again, the interpretation of which was evolving
over time and with local idiosyncrasies; however, as a policy in practice, it ‘was per-
ceived as credible at one given time and location’.47 For instance, the TVEs models in
Jiangsu and Zhejiang, were considered later on to be ‘red hats’ for private firms. Of
course, it ‘could be entirely non-credible, thus empty, at another time and location’
(ibid.) as the private property rights became a common credible institutional arrange-
ment. Therefore, how those government interventions worked depended on the local
governments’ understanding of the TVE policies. In some provinces, local governments
acted as TVEs owners, while in others, such a role proved insignificant. In the southern
part of Jiangsu Province (so-called Sunan in Chinese), such as Wuxi, Suzhou, and
Changzhou, the local governments became highly involved in enterprise operations;
for example regarding investment decisions, wages, and employment and strictly con-
trolled the amount of private firms as an avenue to protect TVEs. The Sunan Model
was a type of TVEs theorized in Chang and Wang,48 in which the local governments
possessed the real control rights and received real benefits from the TVEs’ operations,
and avoided risks of being a capitalist. The second type of TVE is known as the
Zhejiang Model, in which the local governments were the shareholders of TVEs and
also asked the TVEs to distribute profits to the villagers, but did not control the spe-
cific operations. Hence, the local governments acted as the TVEs nominal holders, and
the managers, who had independent operation rights. Nevertheless, the local govern-
ments could intervene in the TVEs’ personnel appointments and removal altogether.
The third type was Quasi-TVEs, which were de facto private enterprises. Due to the
restrictions on the private economy, the entrepreneurs registered their enterprises as
TVEs, and took advantage of TVEs in taxation, administrative regulation, and business
operations, most importantly, in political safety. This is known as wearing the ‘Red Hat’
strategy for privately owned enterprises. Even after private enterprises were legalized
in 1988, most of these kinds of enterprises were still willing to be identified as local
collective enterprises or partnership enterprises, in order to wield an additional polit-
ical asset in the volatile Chinese political atmosphere.49 In sum, the term TVEs indeed
protected such de facto rights, and private property rights institutions became credible
in this context. Hence, we can observe a co-evolution between the credibility of prop-
erty rights distribution, local government intervention, and TVEs’ independent man-
agement by comparing the first two types of TVEs and quasi-TVEs. In other words,
since the 1980s, the decreasing local government intervention and increasing enter-
prises’ independence demonstrated how this ambiguous term gradually maintained
the credibility of property rights.50 Such a strategic ambiguity also reflects the govern-
ance stability concern in Zhou,51 in which he argues that centralized governance in
China must carefully address the institutional conflicts as balancing centralized govern-
ance and decentralized economic freedom. Moreover, local governments in China usu-
ally are the crucial parameters in policy innovation, which requires constructive
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interactions with the central government.52 The various TVE practices demonstrated
the governance structure and underlying rules among the political groups.

4.2. Connections: TVEs and private property

Due to an evolutionary concern, a policy formulation should avoid being isolated from
networks of policies, and especially must be tightly connected with previous policies.
The primary starting point is that once the old Chinese system was becoming unstuck,
the pertinent subsystems accordingly started to search for a new equilibrium. The sig-
nificance of networks of institutions lies in individual mental models, and in the course
of achieving shared mental models, may lead individuals to form different understand-
ings of institutions, i.e. tags of institutions, and then result in distinctive institutional
systems that become based on individual mental models. The formulation is an encod-
ing and decoding process, which includes policymaking, implementing, and policy
reactions. Nevertheless, the whole process, in particular, the decoding process, is a
black box. This includes, for instance, how people understand new policies, how poli-
cymakers predict responses before making and implementing policies. We propose
that policy formulation is relevant to individual mental models.

The crucial point is to generalize a specific connection to moderate the potential
conflicts, considering the specific processing procedures. The critical issue is to have
common formal perceptions (i.e. shared tags) of new policies among agents. Shared
mental models among groups do not mean that they have homogenous understand-
ings or tags on policies. However, they definitely can reach a stable state in which
their respective needs are satisfied during given policy periods. The term CBEs was
renamed as TVEs in 1984, following the advice of the vice-premier Wan Li. The new
term, TVEs, created an action space for continued reforms since it primarily led people
to think more about the geographic features of these firms (i.e. the most apparent
common tags), rather than to focus on its ownership structures. After around ten
years, TVEs were specified as the enterprises that the rural agricultural collective eco-
nomic organizations or farmers invested in, and were obligatory for supporting agri-
culture, in towns and villages alike (definition from the TVEs law in 1996). The focus of
term TVEs here has moved even further away from the notion of ownership structures
but focusses on function. Any enterprises could now be classified as TVEs as long as
they were located in rural areas, utilized agricultural resources, and employed
rural labor.

Assuming that the central government had already formed a clear reform agenda
directed at the establishment of a market-oriented economic system during the 1980s,
however, it required many institutions to sustain the marketization process, for
example, constitutional norms, applicable laws, financial market, and most importantly,
the ideological changes. Without a doubt, these institutional changes would take a
long time and involve many top-bottom policy designs. Changes in the ideology of
China’s ruling elite paved the way for a reorganization of industry and the correspond-
ing search for new institutions and property rights structures.53 The process of the
ideological changes was gradual and full of conflicts between the market economy
reformers and the conventional socialists. Before the clear proclamation of the socialist
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market economy in 1992, most Chinese citizens were cautious about the future reform
trajectory. It was impossible to redistribute state assets or to allow people to own
massive volumes of individual assets; even it would be perilous to have such privatiza-
tion proposals that could be treated as hostilities to socialism. For example, percep-
tions of labor exploitation that associates with privatization contradicted with the
Marxist ideology.54 Hence, it is not difficult to understand the capricious interactions
between the policymakers, entrepreneurs, and local governors.

Under these circumstances, the involved interest groups might decode a given pol-
icy in differing ways and attach distinctive tags. Hence, it is not surprising to see that
the local governments and cadres strategically led the TVEs according to their under-
standings and cognitions within their mental model (or, the ideas of how Chinese
economy works). As such TVEs formed part of the collective economy and have been
used to solve local development problems. Without any political risks, they had strong
incentives to support TVEs, and obtained benefits in local fiscal and political promo-
tions. From the perspectives of farmers, TVEs were factories where they could work
and earn salaries, and some with specific profiles could start their businesses, even
though local governments might intervene in small ways. Nobody in this system had
incentives to officially interpret TVEs as part of the private economic sector and open
Pandora’s Box of ideological struggle.

Problems with the TVEs’ abnormal ownership structure, in fact, emerged very soon,
and the central government began to solve the issue by adding ambiguity to ambigu-
ity. In January of 1985, the Chinese central government promoted the concept of a
shareholding system in the document ‘Ten policies for continuously activating the
rural economy.’ It stated that this kind of shareholding system was collectively
cooperative, which neither referred to simply merging factors, nor signalled a return
back to equalitarianism. However, this government document did not stop individuals
from starting businesses, and both reformists and conservatives noticed this phenom-
enon. The debate ended when the central government officially and formally permit-
ted that farmers could establish share-based cooperative enterprises, which from then
on, became part of the diverse body of TVEs. However, TVEs were clearly defined as
collectively owned enterprises, whose dominating shareholders included rural collect-
ive economic organizations or farmers, and which were established for supporting
agriculture in towns and villages. This identification and contradictions were main-
tained until 1996. In particular, in terms of its ambiguity in property rights,55 TVEs
could not be as easily defined as the government documents asserted.

The property rights boundary between governments and TVEs was evolving along
with the legalization of private property rights, i.e. there was a process of increasing
de facto private property rights and declining governmental interventions, as the pri-
vate economic elements were becoming legalized. Of course, this evolutionary process
varied in different provinces. But the process followed the fundamental premise that
one institution will exist and persist only if it is credible and functioning; otherwise, it
‘would have fallen into disuse or shifted into other types’.56 After the legalization of
the shareholding system in 1992, TVEs became increasingly unpopular. Most of them
were contracted to individuals and not considered as TVEs any longer. Formal privat-
ization had gone one step further.
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4.3. Credibility in implementation, adoption, and modification

Credibility is endogenously formed via repeated interactions of intentional agents in
functional policy changes and is ‘the perception of endogenously, autonomously shap-
ing institutions as common arrangement’.57 Furthermore, as polices and policy con-
texts are changing, the credibility will be evolving through time as well. In the context
of policymaking, policymakers must find an appropriate way to legalize and sustain a
credible common perception of agents for solving conflicts; otherwise, this will create
further instabilities and conflicts if they create non-credible or empty policies. In real-
ity, moreover, it is difficult to find ‘an ideal-type conflict-free, harmonious and friction-
less equilibrium at which institutions are fully credible’ (ibid.). Finally, policymaking will
allow ‘various grades of credibility and levels of conflicts’ (ibid.). Therefore, we claim
that the credibility of policies is distributed in a range around the targeted policy, as
Figure 3 illustrates. As long as the policy functions in the credible range, except the
points A and B, for example, governments should not undertake any institutional
interventions. Within the credible range, the easiest way to meet the credibility criteria
is intervention-free. However, non-intervention also is risky because some unpredict-
able uncertainties may emerge and can ruin credibility, as interactive contexts change
in implementing, adapting, and modifying policies over time.

From a transitional perspective, TVEs recognized the individuals’ interests in eco-
nomic production processes, whereas people and the government treated this type of
pursuit of individual interests as illegal behavior and sometimes punished it before the
reforms. TVEs provided clear and strong economic incentives to farmers who other-
wise were not remunerated according to their true efforts. TVEs policies proved suc-
cessful and efficient in the long run, although it was not formal, secure, and efficient
from a new classical property rights perspective. In Jiangsu province, prior to the TVEs’
establishment, CBEs had been substantially developed, of which gross industrial prod-
ucts accounted for 19.9 Billion RMB in 1980 with an annual 45.2% growth rate. Such
an achievement immediately triggered worries from the state-owned sector. The cen-
tral government investigated this case, but recognized its positive effects in absorbing
rural surplus labor and in increasing industrial output. The central government, there-
fore, recognized the credibility of the CBEs institutions against the interests of some
SOEs stakeholders. In 1984, CBEs became TVEs, and they obtained even more action
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Policy’s Track(A)
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Targeted Policy

Figure 3. Credibility and policy changes.
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spaces. See Table 1 for the growth rate of TVEs’ total output and employment. In par-
ticular, such credible developments, in terms of the growth rate, before 1988 demon-
strate that the institutional form of TVEs functioned well.

However, as we previously claimed, such an ambiguous setup also left some spe-
cific grey areas for the firms that were seriously polluting the environment, wasting
energy, and operating inefficiently. Furthermore, due to its extraordinary growth, the
pursuit of the private economy and liberal politics also was starting to prevail. The
TVEs Policy ran out of the credible range approaching the market economy, and the
central government undertook intensive interventions, for instance, through reducing
bank loans on TVEs during 1989 and 1991. From Table 1, we can discern the reduced
employment volume during these three years.

Deng Xiaoping, on his 1992 ‘Southern Tour’ proclaimed market reform and
criticized those conservatives who were against reform and opening up. Since then,
the Chinese government has set a market-based economic system as a policy target.
This formal statement provided a comfortable environment for TVEs; furthermore
started to encourage different ownership structures to enter the market. Now different
types of firms, such as private firms, partnerships, joint-stock companies, started to
operate their businesses on an equal level. Thereof, the flexibility and ambiguity in
interpretation that the term TVEs can offer was not an advantage. The credibility range
of TVEs policies became smaller and smaller when more and more people considered
private economic institutions to become credible. TVEs gradually lost the ability to
improve and adapt to the market, especially after 1996, see the output and employ-
ment data in Table 2. For example, during 1997 and 2000, around 97% of TVEs in
Jiangsu province were sold to private owners. After the privatization stage, since 2000,
the Statistic Bureau of TVEs included all private and foreign-invested firms that locate
in a rural area as TVEs, which marked a significant change of TVEs.58 Hence, conven-
tional TVEs have been disappearing since then; the current TVEs now are differ-
ent species.

In this sense, TVEs development also promoted changes of related institutions, for
example, concerning SOEs reforms, the financial institutions, and private economic sec-
tors. This transitional policy was maintaining the same pace of introducing the market
system in China, and institutional changes were in a positive feedback process and
interlocked. Of course, it is hard to deny that TVEs have been operating with low effi-
cient levels. However, this policy avoided the short-term shock of privatization in
China’s reform, and, as we argued before, this gradual change took a shorter time
than that of radical change, given the targeted policy aiming to legalize private prop-
erty rights.

In sum, the content of TVEs was evolving, but its function of being a collective
expression of gaining economic and political interests among various agents was con-
sistent. TVEs policies neither were a part of the dual-track reform strategy, nor became

Table 1. Growth rate (percentage) of TVEs’ Total Output and Employment (1984–1991).
1984 1985 1986 1987 1988 1989 1990 1991

Total output 68 59 30 35 36 14.3 29 22.4
Employment 61 34 14 11 8 �1.9 �1.1 3.71

Data source: Yearbook of China’s TVEs.
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the third way to a market economy, but rather the bridge between the dual tracks.
The most crucial point for the TVEs’ survival at that stage was that it delinked the pri-
vate incentive from the market economy, and acted as the transitional hybrid between
the initially planned economy and the market economy that was one of the potential
aims in the reform agenda.59 Moreover, the collective attribute provided an effective
way to raise capital for rural enterprises.60

TVEs’ capital accumulation and acceptable profit rate endogenously led local gov-
ernments and their cadres to believe that privatization could be a credible institutional
setup. As entrepreneurship became socially acceptable, the groups of entrepreneurs
became dominant in the Chinese economy. Moreover, finally, the norms, values, and
beliefs of this group of people became the basis of continuing institutional changes
and economic transition. China’s policy choices thereof are, in fact leading institutions
towards harmonization with conventional market economies rather than to distinctive
innovations.61 In addition, due to the exact ambiguity, as the TVEs were privatized, the
public did not have too many difficulties in understanding this was a natural owner-
ship change because they did not indeed change.

5. Conclusion

Starting with the puzzles existing in TVEs’ insecure property rights setup, in the abnor-
mal ignorance regarding the TVEs’ de facto private ownership, in the barely location-
related terminology, and in TVEs’ extraordinary economic successes, this article, attach-
ing to the ‘credibility thesis’ introduced by Ho,62 argued that the term TVEs applied to
the industrial ownership reform agendas, which left ample room for policy formulation
and interpretation. The policymakers strategically applied the specific ambiguous term
to establish a bridge from the planned economy to privatization and a market eco-
nomic system in China, created enough ambiguity for interest groups and kept away
from political concerns about ownership and property rights.

The reason for being strategically ambiguous is to maintain the credibility of the
running institutions attributed to three concerns, that way ambiguous policy terms
can provide flexibilities to optimize the agents’ common perceptions on new policies,
help reduce conflicts, and most importantly can speed up policy changes. Based on
this premise, we proposed a ‘3C’ principle – context, connection, and credibility – in
understanding the role of strategic ambiguity in policy formulation. The policy of TVEs
was a reflection of the emerging private economic elements in practice from the
beginning of the 1980s, and was a credible property rights arrangement. Furthermore,
the content of TVEs was evolving and consistently adapting to the interactions among
various stakeholders in the reform process until the private economic sector was for-
mally legalized. The term TVEs provided a unique buffering effect for the

Table 2. Growth rate (percentage) of TVEs’ Total Output and Employment (1992–2000).
1992 1993 1994 1995 1996 1997 1998 1999 2000

Total Output 52.3 65.1 35 33.6 21 18 7 12.1 9.1
Employment 10.52 16.19 �2.66 7.02 5.01 �3.4 �4 0.1 0.91

Data source: Yearbook of China’s TVEs.
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transformation from a highly state-owned economy to a private economy, and accord-
ingly, reduced the uncertainty and political costs of privatization.

Without any doubt, given its success, strategic ambiguity deserves a position in pol-
icy formulation theory. This approach has fundamental implications for understanding
policymaking processes and economic transitions. Ambiguity in policy formulation
strategically creates certain flexibilities in people’s action spaces and provides a time-
space continuum for the convergence of ideology and policy changes. For example,
Br€auninger and Giger63 suggest that, within a political competition scenario, ambigu-
ous positions may attract votes from different political groups, whereas clear-cut policy
statements can intentionally exclude voters who hold a wide policy range and spaces.
The strategic ambiguity also has been widely applied in organizational studies.64 By
applying strategic ambiguity, decision makers can achieve their goals by coordinating
the divergent interests and conceptions of the incoming changes.65

Using the term ambiguity to explore the decision process in the transition stage
refers to an often-used propaganda ‘contingent measure’ (Quanyi zhiji, in Chinese) in
China’s government’s decision-making. Moreover, ambiguous terminology reflects the
non-transparency in China’s top-down policymaking.66 Of course, we are not propos-
ing a retreat from clarity and openness in policy formulation, but rather strongly agree
that clarity in most situations is desirable. Nevertheless, as policymakers are facing
many alternatives and risks, ambiguity might be the best solution. Hence, an add-
itional theoretical contribution of the current article may lie in the studies of evasive
behavior in policymaking by Leitzel.67 Evasive behavior informs people about the
existence of alternative ways and conveys that the existing policies are in failure; thus,
people may naturally realize and become habitual to the emergence of reforms.
Ambiguity also acts as a tool similar to evasion because it may help people’s expecta-
tions to converge to the one policymakers wish to adopt. This idea could develop into
future research.
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