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Super-Ministry System vs. Mini-Ministry System: From the

Perspective of Incomplete Contracts

Dang Li Nie Huihua Yin Zhendong
Abstract: Nowadays the Super-Ministry System (SMS) is an important way to the transformation
of government institution and function in China. When should the Super-Ministry System or the
Mini-Ministry System (MMS) be adopted? If SMS is adopted, who will be the leader of the new
ministry? This paper attempts to solve the problems from the view of incomplete contract theory
in a unified framework. We argue that when the coordination benefit from ministry combination is
larger than the loss of the sector benefit, SMS should be chosen, otherwise MMS should be chosen;
and that the control should be given to the part that has more specific investment if SMS is chosen.
The third party as a new leader of the combining ministry is optimal if the coordination benefit is
large enough. The cases of The Ministry of Transportation and The National Energy Bureau

support our ideas. Our work will give some insights for SMS Reform in China.

EXRFTF (HHREFHFCCY, 2014 F5 5 #

16



