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4. Public policy choice of local governance under the Covid-19 
crisis in China: Is the e-voucher scheme prone to poor relief? 

Cheng Li 
1. Introduction 

The Covid-19 pandemic thrust policymakers across the globe to rush for prompt 
solutions. Contrary to common relief measures for the public, as adopted by many 
developed economies1 such as emergency universal basic income or temporary 
cash stipend, many local governances in China opted for a novel trajectory—
handing out of free digital consumption vouchers in their jurisdictions. The cen-
tral government appeared reluctant to roll out any substantive policies; instead, it 
only stipulated a guidance on increasing consumer spending (The State Council 
2020b). However, compared to the spending of 4.14 trillion RMB in the 2009 
crisis, the Covid-19 stimulus2 is rather very deliberate at the national level, apart 
from the existing social security and protection policies, which includes 1) post-
ponement of the payment of social insurance premiums for low-income earners; 
2) cancellation of all employment-related government charges; 3) provision of 
unemployment benefits and minimum living guarantees to migrant workers; 4) 
double temporary monthly allowance for low-income families between March 
and June, etc. (Tang 2020). Moreover, other fiscal packages3 only expected a 
trickle-down effect on people through their support towards micro-sized busi-
nesses, self-employed individuals, SMEs, firms, corporations, banks, and finan-
cial institutions.  
To revive the economy, or in particular, to stimulate domestic consumption, 
which has become increasingly significant to its economy, the issuance of digital 
vouchers (e-vouchers), unlike cash transfer, is designed exclusively to encourage 
people spending and prevent saving. The so-called multiplier effects of e-vouch-
ers have tempted more and more local governments. Ever since the initial call by 
the central government (28 February), only a few localities like Nanjing, Hang-
zhou, Guangxi, etc., initiated the e-voucher scheme in March. But till mid-May, 
28 provinces with more than 170 cities had already rolled out e-vouchers worth 
about RMB 19 billion, according to the Ministry of Commerce (2020). It is esti-
mated that the total amount of e-vouchers surpassed RMB 30 billion by the end 

 
1  Such as Italy, the US, the UK, Germany, Canada, France, Australia, South Korea, 

Hongkong, Macau, Taiwan, etc. 
2  According to the IMF’s fiscal tracker, China’s Covid-19 support packages (including 

spending, loans, and guarantees) amounted to only 2.5 per cent of its GDP by April, com-
pared to 20.5 per cent in Japan, and 11.1 per cent in the US (Zenglein J. and Kärnfelt 2020). 

3  Extended subsidies/allowances/aids, tax exemptions, additional lending, 
fund/fees/rent/bill cutting, reducing or postponing, etc. 
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of July (Xinhua News 2020b), and brought about additional consumption of RMB 
62.9 billion due to its multiplier effects (S. W. Liu 2020: 15). 
Compared to the commercial coupons often seen, the vouchers issued by the gov-
ernment function similarly, which can be used for catering, shopping, studying, 
travelling and so on. In a word, they can purchase almost everything from gro-
ceries to luxury goods or services. For a timely effect, e-vouchers need to be used 
within a short period, usually between one to three weeks. So far, most of the e-
voucher schemes reported to produce positive outcomes and promote local con-
sumption (Shen et al. 2020). Nonetheless, we still need comprehensive assess-
ments of its effects not only on the economy but also with regard to sociopolitical 
perspective. However, taking full advantage of China’s high internet and mobile 
penetration4, the e-voucher scheme as a novel digital relief plan, to a certain ex-
tent, provides a reference point in our understanding about how China has revi-
talised its economy after the Covid-19 crisis or is heading for digital governance 
in future.  
Apart from the stimulus policies, including the existing ones used to tackle earlier 
crisis, such as the 1998 and 2008 financial crisis, as well as the 2002 SARS pan-
demic crisis, it is important to understand why China, in particular the local gov-
ernance, tends to try this trajectory. Is the e-voucher scheme prone to bring relief 
to the poor? Does this measure match the objectives and to what extent can it spur 
the economy? As local public policies are presently often made without substan-
tial public participation, is public choice with regard to these policies considered 
in the government’s discourses articulated to the public? What kind of internal 
politics favoured choosing this type of policy? What are the power relations in-
volved? This chapter attempts to explore such question.  
In short, this study consists of three major parts. First, the theoretical rationale of 
the Keynesian multiplier effect and Thaler’s mental accounting are placed to elab-
orate the basic logic of the e-voucher scheme both in macroeconomic and micro 
behaviorist perspectives. Second, referring to the analytical paradigm of Ranney 
(1968) and Sharkansky (1970), the  chapter focuses more on policy process anal-
ysis and delves into factors that affect policy choice, design, implementation and 
performance. Third, intrinsic power relations centred on the policy choice are re-
vealed through rational discourses and internal politics. Thus, the study goes be-
yond policy analysis and looks downward at the local governance’s operational 
level and its interaction with private interest groups in the policymaking process. 
To conclude, the implementation of the e-voucher scheme in the short run stim-
ulates consumption but plays an insignificant role in providing public relief. The 
rational discourses made local governments’ policy choice more acceptable but 

 
4  For example, in 2019, more than 81.1per cent smartphone users (577.4 million population) 

used mobile payment apps (Cheung 2019). 
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cannot hide their biased policy preferences towards business, as determined by 
internal politics. 
2. Some theoretical rationales 

Confronting crisis, if solely depending on the market force, as advocated by many 
mainstream economists, eventually bursts into economic recession (just a matter 
of degrees) in all probabilities. Very often, wage or job cutting is seen as the 
remedy to tackle market uncertainties. At the aggregate level, when the nominal 
wage decreases, the price level also decrease and a deflationary recession is trig-
gered since workers are unable to consume. For example, during the Great De-
pression, in almost all industrial countries, a falling nominal wage level led to a 
cumulative deflation (Herr 2020). In turn, when revenues start to fall driven by 
the depressed effective demand, firms reduce production and investment to sur-
vive. Apart from a vicious circle being formed, aggregated liquidity problems 
might also trigger an upcoming financial crisis. Thus, during severe recessions, 
fiscal stimulation by the government is needed (Herr 2020). Therefore, whether 
the recession after the Covid-19 can be dampened or triggered depends much on 
the policies implemented. 
Creating or borrowing money does not increase a country’s wealth unless doing 
so results directly or indirectly in an increase in productive investment. If the 
government can spend (these additional funds) in ways that make GDP grow 
faster than debt, politicians don’t have to worry about runaway inflation or the 
piling up of debt (Pettis 2019; Roberts 2020). This has set a crucial foundation 
for the state to issue fiscal stimulus programmes during the crisis. Without a com-
prehensive intervention of the state and central banks, the financial crisis of 
2007/08 would have led to the same disaster in the 1930s (Herr 2020).Thus, to 
combat the Covid-19 crisis, G20 pledged a US$ 5 trillion rescue package (Lee 
and Mai 2020). However, the state is not necessarily the principal actor in the 
market. These additional funds pumped into the market cannot automatically 
function or spontaneously work towards the real economy. As an old English 
saying, “you can lead a horse to water, but you cannot make him drink”. Thus, 
there is vital room for the state to play during the recession.  
Nevertheless, this does not make the state an omniscient and omnipotent saviour 
of market failure even during the economic crisis. Rather, we should look down-
ward at the state at its operational level, i.e., local governments and their interac-
tions with private partnerships of the market to see if the stimulus funds are driven 
by public interests. In this regard, any temporary cash transfer would be ideal 
since it directly reaches the public. However, it would be too “untouchable” for 
most least developed countries (LDCs), given the fact that policies like minimum 
wage or social security are not been realised, as often claimed by the conservative 
politicians and economists. Besides, it also depends on the public articulation on 
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crisis diagnosis, as driven by different groups of interests and their power re-
sources, which, in turn, influences policymakers and the public. Hence, most 
LDCs often choose a moderate stimulus policy.  
Dispatching public vouchers during economic recessions is not a novel initiative. 
Tracing back to contemporary history, many economies have done so like the US, 
Germany, Australia, Singapore, Japan, Hongkong, Macau, Taiwan, etc. Some 
even have placed it as a regular policy supplementing their existing social protec-
tion system. For example, the US Supplemental Nutrition Assistance Program 
(SNAP), piloted after the Great Depression, was a relief measure in the 1930s and 
implemented as a federal policy (the Food Stamp Act [P.L. 88–525]) since 1964 
providing food-purchasing assistance for low- and no-income people. Nowadays, 
SNAP benefits supplied roughly 40 million Americans in 2018 (approximately 
9.2 per cent households) (Watson 2019); Germany in the 1930s, apart from issu-
ing food stamp to people on relief, the Ministry of Finance, in 1933, also had 
made many loans, bonuses in the form of purchase coupons that plainly directed 
consumption towards durable goods, e.g., furniture, ovens (Ladwig-Winters 
1933). 
Over the course of the Asian crisis, Japan, in 1999, initiated a means-testing meas-
ure and distributed 620 billion yen worth shopping coupons to 31 million people 
(roughly 25 per cent of its population). Each coupon worth of US$ 200 was sent 
to families with children under the age of 15 and to more than half of the elderly 
population (Jiang and Zheng 2016: 10); Again, in the wake of the 2008/9 crisis, 
Japan repeated a similar programme. This time, it provided coupons worthy of 
12,000 yen to all residents (Hsieh, Shimizutani and Hori 2010: 524); Likewise, 
the 2009 Taiwan shopping voucher programme was another example. A total 
US$ 2.57 billion fiscal stimulus in the form of shopping coupons worth about 
US$ 120 was distributed to every citizen in 2009 (Kan, Peng, and Wang 2017: 
152). Similarly, many inland cities of China also started a similar stimulus pro-
gramme in 2009. Chengdu was among the first attempts, dispatching vouchers to 
its low-income families, followed by Guangdong, Hangzhou, Nanjing, Huzhou, 
Changzhou, etc.  
It is said the voucher scheme, among many prevailing fiscal policies, can effec-
tively boost private consumption and drive economic growth through its multi-
plier effect (Parker et al. 2013; Shen et al. 2020; W. X. Chen et al. 2020). The so-
called multiplier effect is relates to the Keynesian government spending multi-
plier, which often sets the theoretical basis for programmes like the voucher 
scheme, unemployment relief expenditure, cash transfer, tax rebate, etc. To elab-
orate, the national account is given by Y = Consumption + Investment + (Export 
- Import) + Government (spending), the Keynesian consumption function implies 
that consumption increases with after-tax income: 0 <△C/ △(Y - T) < 1(Keynes 
1936). Then one debt-financed increase in government spending boosts total 
spending over one, because 1 <△Y / △G = 1/(1 - △C/ △(Y - T)). Though the 
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New Keynesian models (coupled with many other neoclassical syntheses) hold 
the critique that due to forward-looking behaviour and rational expectations of 
households and firms, deficit spending encourages savings and crows out demand 
for consumption or investment purpose (Cwik and Wieland 2011).  
However, over several studies of previous voucher programmes, most have 
claimed positive multiplier effects. The evaluation of Japan’s shopping coupon 
programme (2009) has suggested that consumption did not decrease in reverse 
(offsetting the previous increase) and had a positive effect on boosting consump-
tion, especially to low-income households after the coupon cycle. The marginal 
propensity to consume (MPC) on semi-durables was 0.1 to 0.2 (Guanghua School 
of Management 2020b: 12). The 2009 Taiwan shopping voucher programme also 
saw consumers respond with a sizable allocation to unplanned spending. In gen-
eral, its MPC reached 0.25, and if the effect of vendors’ discounts were excluded, 
then the MPC would be 0.16 (Kan, Peng, and Wang 2017); even the long-term 
programme, such as the SNAP of the US, showed that its MPC reached 0.5–0.6 
(Hastings and Shapiro 2018). Other programmes, like the SG Bonus programme 
in Singapore also brought about 0.8 MPC in 2011 (Agarwal and Qian 2014). 
In addition, we could also look at the consumer choice of the voucher recipient at 
individual and household levels, considering articulation of mental accounting5 
in behavioral economics. Mental accounting posits that people appear to treat dif-
ferent sources of income differently (R. H. Thaler 1999) and often allocate each 
budget to their proper mental accounting labeling and thereby follow a hierarchy 
of money locations (among expenditures, wealth, and income) that varies. Thus, 
if additional funds relate to less tempting mental accounts, like the mandatory 
pension scheme, they are more likely to be saved. On the contrary, if the addi-
tional funds are labelled as windfall gains like consumption coupons, they are 
more likely to be consumed. For instance, Kooreman (2000) found that spending 
on children’s clothing is much more sensitive to changes in the designated child 
allowance from the Dutch government than to other income sources. O’Curry 
(1997) had also investigated this phenomenon and claimed that people tend to 
match the seriousness of the source of some windfall with the use to which it is 
put. 
  

 
5  Mental accounting is the set of cognitive operations used by individuals and households to 

organize, evaluate, and keep track of financial activities (R. Thaler 1985). In short, it is the 
individual or household’s way of keep spending within the budget. 
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3. Policy process analysis 

3.1. Policy design 

a. Threshold payment (mandatory spending) 
Two striking points of mental accounting, i.e., separate gains6 and combine 
smaller losses with larger gains (R. H. Thaler 1999) were taken to craft the thresh-
old payment function. Most e-vouchers are required over a fixed amount of 
spending to be validated. For example, spend RMB 40, get 10 off (only a few 
cities did not set this minimum spending requirement). Thus, on the one hand, the 
e-voucher was distinctly labelled separately from recipient’s regular income or 
paychecks; on the other hand, to offset loss aversion, recipients are assumed not 
to mind to spend some and gain more. Both would suggest a more effective per-
formance of the e-voucher scheme.  

b. Digital form (timely effect) 
E-vouchers are designed to deliver mainly via third-party platforms such as pay-
ment apps, where people log in to redeem at offline stores. So far, apart from a 
few cities handing out vouchers in paper form, most are in digital form and dis-
tributed online. Further, to make it more cost-effective, apart from direct subsi-
dies from governments, many local governments call for a symbiotic public–pri-
vate partnership to further boost sales, taking in many private businesses, espe-
cially e-commerce giants such as Suning, Alibaba, Pinduoduo and JD, and to join 
and put additional promotions to the e-voucher scheme.  

c. Obtain via participation (target group) 
Although most e-vouchers are not designed via means test, neither are they uni-
versal for all in practice. People obtain e-vouchers mainly through self-applica-
tion and active participation. Thus, it excludes those self-deemed no-need (e.g., 
rich) and the extremely poor (given no condition accessing to the internet). Over-
all, most localities dispatch e-vouchers under the principle of “first come first 
serve”, “lottery or lucky draw” and advance registration. Only a few places7 have 
initiated additional vouchers that exclusively target the poor. In addition, to in-
crease the redemption rate, some local governments (Shen et al. 2020: 13) in their 
multiple rounds, did not exclude those who had gained e-vouchers in earlier dis-
patches, unless if they completely redeemed their previous e-vouchers. 

 
6  To maximise the hedonic impact of gains by spreading them across separate temporal in-

stances instead of aggregating them into a single event, the assumption is that people ex-
perience diminishing sensitivity to incremental increases. 

7  Such as Nanjing, Wuhan, Hunan, Hangzhou, Shaoxing, Yinchuang, Qingdao, Zhengzhou, 
Neimenggu, Jilin, Jiangsu, Zhejiang, Anhui, Shandong, Ningxia, etc.  
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d. Multiple rounds (small face value) 
In order to reach a wider public, nearly all places roll out e-vouchers in multiple 
rounds, which could take in those did not obtain in earlier dispatch. For instance, 
Hangzhou has issued six rounds of e-voucher dispatch (Hangzhou GOV 2020). 
Also, to ensure most vouchers are redeemed fast, the period of validity of most 
e-vouchers lasts from one to three weeks. And the face value of most e-vouchers 
are set very low, e.g., RMB 20 to 50, because local governments intend to boost 
sales especially at the SMEs’ end. 

e. General and selective types 
In itself, the government-issued e-vouchers bear semi-currency characteristics 
and are derived from the fiscal budget. Dependent on its design, it can function 
like cash stipend (if no strings attached). To achieve a wide and convenient usage 
and incorporate more participation of local businesses, some e-vouchers are de-
signed in a general purchase type, whereas others are attached to selective goods 
and services like dining. Self-evidently, the general type is more prone to public 
relief, since people can save the money that is supposed to be used for necessities. 
Precisely because of this, it also bears a low multiplier effect and has the risk to 
cause inflation. The selective types bear higher multiplier effect but tend to induce 
market discrimination. Operationally, many localities mainly issued the general 
e-vouchers with supplemented selective ones.  
All in all, most e-voucher schemes were conducted locally and demonstrated dif-
ferently due to the varied local endowments, such as fiscal capability, digital pen-
etration, industrial structures, as well as other socio-cultural factors. It is rather 
challenging to offer a unified policy design. But the fundamental rationale is ra-
ther identical (see Fig. 1). In short, the e-voucher scheme is designed under a 
small proportion of government spending, taking up induced money flow from 
platform discount, recipient’s mandatory spending and commercial coupons, al-
together preserving the production chain that can reduce job cut and thereby, 
maintain the whole economic circulation during the crisis.  
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Figure 1: Policy design of the e-voucher scheme 

 
Source: Self-compiled, based on the study of W.X. Chen et al. 2020. 

3.2.  Policy implementation  
Based on the analysis of the existing e-voucher schemes, most e-vouchers were 
handed out via Alipay and WeChat, which altogether marked off more than 90 
per cent of the current online payment share in China (State Information Center 
2019). Only a limited number of cities had developed their own (governmental) 
apps or split up among third-party platforms in their multiple rounds of issuance. 
However, it has been heavily criticised by the public (C. R. Wang 2020; Yang 
2020), as they do not facilitate the public bidding process, thus bearing risk 
against the Government Procurement Law and Anti-Monopoly Law and breach 
of competitive fairness of the market. Further, to boost consumption in the short 
run, the validity of most e-vouchers lasts for a month. Only very few e-vouchers 
have a long period validity, e.g., the fitness e-vouchers in Qingdao can be re-
deemed in one year.  
There is also a dynamic issuance of e-vouchers combined between general- and 
selective-types. According to statistics, by April, the selective e-vouchers took up 
69 per cent, of which dining vouchers occupied 93 per cent, 64 per cent in culture 
and tourism, 61 per cent in grocery purchasing, and 55 per cent in supermarket 
spending (Shen et al. 2020: 15). But the general type is gaining importance as 
well. For example, the first round of Guangxi province mainly adopted the selec-
tive type, whereas, the second, third and fourth-round all took the general ones 
(Guanghua School of Management 2020a). Likewise, the combination issuance 
also goes with big proportion to those who actively participate, coupled with 
small share to the poor. For example, Wuhan, apart from the regular e-vouchers, 
allocated special vouchers earmarked at RMB 18 million (3.6 per cent of its total 
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e-vouchers) to those deemed to be lower-income earners; Nanjing issued RMB 
10 million (3.14 per cent) e-vouchers to the poor; Shaoxing did with RMB 27.5 
million (15.3 per cent) (Shen et al. 2020: 15); so did Hangzhou, Inner Mongolia, 
Jilin, Jiangsu, Zhejiang, Anhui, Shandong, Henan, Hubei, Ningxia, etc. 
In terms of mandatory expenses, leaving aside a fourth of the cities (Shen et al. 
2020: 17), by April, the remaining ones fixed a threshold spending to redeem the 
vouchers. Upon request, once the spending reaches the designed amount, the final 
payment would automatically deduct the face value of the voucher. Most rebate 
rate in practice reaches around 30 per cent. To Hangzhou is taken as an example 
(Table 1). Altogether, the six-round e-voucher dispatches cost Hangzhou govern-
ment RMB 614.9 million. 

Table 1:  The E-voucher scheme in Hangzhou 
Round Dispatch 

Date 
E-vouchers/per person Third-

party 
platform 

Validity 
period 
(days) 

Rebate 
rate 
(per 
cent) 

Rebate 
value per 
package 
(RMB) 

Number 
(mil-
lion) 

1st 27-Mar Package I: 5 pieces "spend 40 
get 10 off" regular purchase 

Alipay 7 25 50 2 

2nd 1-Apr Package I. Exclude those who 
gained at the first round 

Alipay 7 25 50 2.3 

3rd 3-Apr Package II: 1 piece "spend 100 
get 20 off" + 1 piece "spend 

200 get 35 off" + 1 piece 
"spend 300 get 45 off" 

Alipay 7 15-20 100 1.5 

4th 10-Apr Package I Alipay 7 25 50 1.5 

5th 20-Apr Package I Alipay 7 25 50 1.5 

6th 30-Apr Package I: 3 pieces "spend 40 
get 10 off" 

Alipay 7 25 30 3 

Package III: 1 piece "spend 50 
get 15 off" selective purchase 

Taobao, 
Beidian, 
NetEase 

7 30 15 0.66 

Note: Package III is only for the purchase of selected goods from Hubei and Gui-
zhou where the coronavirus attacked the most.  
Source: Hangzhou.gov.cn and Guanghua School of Management 2020b: 11. 

3.3.  Policy performance 
Compared to traditional voucher schemes which often have to wait for months to 
assess its performance when the validity period ends, the e-voucher scheme is 
ready to be evaluated after one or two weeks. In fact, many local governments 
already took this advantage and kept adjusting its issuance with reference to the 
previous rounds. Not only does this digital facilitation make the policy process 
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flexible and dynamic, but it also reduces many costs such as delivery, redemption 
and evaluation. In general, most localities showed positive economic rebounding 
in March and April. The research (Shen et al. 2020: 22) that was conducted by 
Peking University demonstrated that the total number of transaction of consump-
tion (in sectors including grocery, supermarket, restaurant and tourism) supported 
by the e-voucher scheme is 3.11 times higher than that without (in sectors of 
transport, communication and reside); so was the total amount of transaction 
which led to 5.15 times of the gaps. Thus, based on such positive findings, schol-
ars also advocate an immediate nation-wide issuance.  
Apparently, after gaining e-vouchers, more and more people are going out and 
redeeming them via consumption, as the coronavirus containment measures have 
started to loosen. The study of the Chinese Academy of Social Sciences analysed 
42 cities and found that 81 per cent of the distributed vouchers have been spent 
on eating outs (S. W. Chen and Guo 2020). Sectors, like the restaurant, retail, 
tourism, hotel, cultural, etc., that suffered the most during the Covid-19 outbreak 
appear to have been the major beneficiaries. Overall, the redemption rate varies 
dramatically (see Table 2), but mostly fluctuates between 60 and 80 per cent, of 
which the high rebate and the general type e-vouchers manifest a higher level of 
redemption; whereas that of high spending threshold and selective e-vouchers 
stays lower (Li 2020: 49).  

Table 2:  Redemption and leverage rate of selected cities 
City Analysis period Issued 

amount 
(million 
RMB) 

Redemption 
amount (mil-

lion RMB) 

Redemption 
rate ( per 

cent) 

Related con-
sumption (mil-

lion RMB) 

Leverage 
rate 

Start End 

Jincheng 22-Mar 19-Apr 15 14.42 96.1 173 11.9 

Hangzhou 27-Mar 16-Apr 375 321 85.6 3422 10.7 

Jiaxing 31-Mar 16-Apr 106 84.8 80 
  

Foshan 1-Apr 11-Apr 50 38.7 77.4 136 3.5 

Neijiang 10-Apr 24-Apr 
 

2.43 
 

8.21 3.4 

Shenyang 10-Apr 24-Apr 20 9.44 47.2 64.59 6.8 

Quzhou 3-Apr 13-Apr 33.9 18.46 54.5 101.47 5.5 

Zhengzhou 3-Apr 16-Apr 50 39.25 78.5 552 14.1 

Chifeng 5-Apr 20-Apr 5 3.64 72.9 36.92 10.1 

Huhehaote 5-Apr 14-Apr 10 0.86 8.5 7.19 8.4 

Shaoxing 5-Apr 12-Apr 75 23.33 31.1 109 4.7 

Ningbo 17-Apr 23-Apr 10.7 5.15 48.1 53.21 10.3 

Wulumuqi 18-Apr 24-Apr 47.86 3.3 6.9 54.98 16.7 

Wenzhou 18-Apr 25-Apr 197.2 130 66.2 982 7.6 

Source:(Shen et al. 2020: 19). 
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a. Boost consumption? 
As reported, nearly all localities have claimed positive results, stating that e-
vouchers significantly boost local consumption. They often employ the leverage 
rate to measure the multiplier effect, i.e., how much does each RMB 1 of the e-
voucher bring about related consumption8. Thus, as long as the rate stays more 
than one, the proposition of its function to boost consumption would hold water. 
By and large, the leverage rate of all e-voucher schemes has been claimed to range 
from 3 to 15 times (see Table 2). However, no one should exaggerate this effect, 
given the following two points: 1) The e-voucher scheme may trigger a retaliatory 
consumption in advance, namely, people may redeem the voucher to consume 
their future necessities; thus, the e-voucher scheme, to a certain extent, might lead 
to nothing but bringing future consumption nearer; 2) As the government had 
encouraged a symbiotic public–private partnership to rebate the crisis, in opera-
tion, both platforms and participated stores offered additional discounts.  
Besides, the overall scale is relatively insignificant. Based on the news, up to July 
2020, about 180 localities issued the e-voucher scheme, although it took up to 
two-thirds of the total prefectural municipalities in China; almost all county-level 
localities so far have no plan to issue the scheme (W. X. Chen et al. 2020). To be 
noted, the e-voucher redemption locations are more concentrated in urban areas; 
the current scale of e-vouchers worth of RMB 30 billion, which brought about 
RMB 63 billion additional consumption, is too small to produce any striking ef-
fect, if RMB 41 trillion of the total retail sales of consumer goods in 2019 is taken 
as the reference point (NBS 2020). Thus, this would make both the arguments 
about the multiplier effect and retaliatory consumption less convincible (see 
Fig.2). 
 
  

 
8  Related consumption refers to the total spending due to the redemption of the e-voucher. 
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Figure 2: Retail growth (per cent) year-over-year by selected categories in 
China 

 
Source: National Bureau of Statistics 2020; Zenglein J. and Kärnfelt 2020. 
As demonstrated in Fig. 2, the overall retail sales are still far from returning to 
positive growth after the first two quarters. However, stimulated by the e-voucher 
scheme since March, coupled with some positive expectations, retail spending 
continued to rebound over the second quarter, though the momentum remained 
weak. Nevertheless, the e-voucher scheme, to a certain extent, contributed some 
prompt effect on consumption, although how much or even whether it leads to 
economic growth still maintains unclear. As a novel initiative, it definitely pro-
vides some constructive attempts over the economic crisis and demonstrates some 
strategic potential in further digital governance. 

b. Relieve the poor? 
By itself if voucher recipients tend to consume in advance via redemption and 
save the money that is supposed to be spent for future necessities, the e-voucher 
scheme facilitates relief. In particular, if more vouchers are directly handed out 
to the poor, there is no significant difference from money stipends. Unfortunately, 
the overall scale of e-vouchers that are exclusively distributed to low-income 
earners is rather inappreciable. By the middle of May 2020, only around 13 cities 
have issued such vouchers, and the total value has been less than RMB 200 mil-
lion (S. W. Chen and Guo 2020), i.e., about 1.06 per cent of its total volume 
nationwide. Thus, it is highly questionable that the e-voucher scheme was de-
signed for poor relief.  
Instead, if we take an in-depth look at the composition of voucher recipients, the 
scheme seems to merely target the major groups of the population, i.e., the middle 
class, the young, middle-aged, etc. (Guiyang Daily News 2020; Shen et al. 2020: 
19). Reason for this is self-evident. First, given obtaining e-vouchers required 
certain costs (e.g., time costs) like active participation, it excludes those who have 
been self-deemed rich or irrelevant to such small stipend; Second, the majority of 
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vouchers are in digital form, thus requiring participants at least to have a 
smartphone and access to internet; this means the extreme poor group is also ex-
cluded. However, the former one is more about personal choice while the latter 
is related to policy discrimination. In consequence, the scheme has made the ex-
isting digital divide more visible. 
Although there is research(Q. Liu 2020) arguing that the digital divide is not 
prominent in most e-voucher schemes, with Hangzhou and Guangxi even deny-
ing such a proposition (Guanghua School of Management 2020b; 2020a), their 
methods are critically problematic. If age dimension is solely taken, it might be 
true that the leverage effects of the groups “41-50” and “50+”, in the case of 
Hangzhou, stayed higher than that of younger groups. However, the crucial point 
lies in what proportion and to what extent did older groups of the low-income 
earners participate. Thus, their conclusion would not hold water if both age and 
class perspectives are considered. Furthermore, among all localities, it is found 
that the more developed and higher the proportion of service there is more possi-
bility to adopt the e-voucher scheme (Shen et al. 2020: 30). Without central gov-
ernment’s payment transfer, people in less- and under-developed regions or re-
mote areas, where facilities to redeem the voucher are insufficient, are largely 
excluded; after all, China does not follow fiscal federalism.  
4. Policy choice of local governance 

Under the current circumstances, local policies are often made without substantial 
public participation, though more and more local authorities during the past two 
decades have started to consult9 third-party survey agencies (e.g., citizen satis-
faction survey) for collecting public voices (Bao et al. 2010; Xie 2008). Thus, to 
make their choice justified and gain cooperation from the public, local govern-
ments often opt for public discourse to rationalise their policymaking and mobi-
lise resources to propagate. Thus, the level of acceptance of governments’ rational 
discourses to a great extent determines the degree of public cooperation which, 
in turn, legitimatises their policy choice (though not in a substantial sense). In this 
section, two major points will be elaborated—the dominant rational discourses 
and internal politics to explain why local governments chose the e-voucher 
scheme in combating the Covid-19 crisis. 
  

 
9  Although little research has targeted this, some have revealed that all positioned officials 

use the survey information for policy agenda setting, designing and implementing to im-
prove service delivery. 
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4.1. Some rational discourses 

a. Importance of private consumption 
Robust virus containment measures have brought the economy to a standstill. The 
whole country was under lockdown in February. Although control measures were 
started to loosen from March, production and business were continuously im-
pacted by the worsening situation of the world market, which led to a severe cri-
sis, especially in private consumption. Officials for near a decade pinpointed con-
sumption as the most important and sustainable driving force which shifts away 
from an export- and investment-driven economy. In fact, ever since 2014, con-
sumption steadily contributed more than half of the GDP growth (57.8 per cent 
in 2019). Contribution measured by percentage points to GDP growth rate since 
2015 becomes bigger than the sum of investment and net export (see Fig. 3). Fur-
ther, China still has considerable room to grow its private consumption, given its 
current proportion to GDP (38.5 per cent) being lower than the world average 
(57.7 per cent) (Fig. 4). Also, if measured by the resident’s consumption rate,10 
its level was merely 38.7 per cent in 2019. However, the Covid-19 broke out right 
before the Chinese New Year—one of the peak consumption seasons, which had 
in turn resulted in a sharp drop in consumption. According to the NBS, in January 
to February, the retail sales dropped by 20.5 per cent,11 and made a slower than 
expected recovery in March. Thus, any fiscal stimulus towards consumption 
would make sense and rescuing private consumption has become the top priority 
in all public agendas.  
However, relaxing restrictions and calling for economic resumption cannot work 
as expected. The Covid-19 crisis also caused corresponding income loss, since 
the lockdown (till March) prevented full employment activities. Due to this, peo-
ple are not only cautious about the future but also face difficulties to consume. 
As reported by NBS (2020), people’s disposable income had dropped 3.9 per cent 
year-over-year (YoY) in the first quarter. In consequence, the average consump-
tion expenditure per capita (deducted from price factors) nosedived to 12.5 per 
cent YoY. Thus, any stimulus encouraging private consumption would gain a 
better response. The exaggerated multiplier effect of the e-voucher scheme then 
becomes a perfect match.  

Figure 3:  Contribution share (per cent) and percentage points to the growth of 
GDP 

 
10  It is equal to the product of residents’ average propensity to consume (the ratio of residents’ 

consumption expenditure to disposable income) and the proportion of residents’ disposa-
ble income in GDP. 

11  Revenue in the catering, automobile and home appliance industries decreased by 43.1 per 
cent, 37 per cent and 30 per cent，respectively. 
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Note: contribution percentage points refer to the growth rate of GDP multiplied 
by the contribution share of the three components; 
Source: China Statistical Yearbook, 2019. 
 

Figure 4: Households’ consumption (per cent to GDP) in selected countries, 
1979–2019 

 
Note: Households’ and NPISHs’ final consumption expenditure is the market 
value of all goods and services, including durable products (such as cars, washing 
machines and home computers), purchased by households. 
Source: World Bank national accounts data and OECD National Accounts data 
files. 
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b. High saving rate 
It has been widely claimed that the Chinese have the propensity to save the most12 
in the world (IMF 2018); this is not only measured by gross savings (per cent to 
GDP) [44.6 per cent in 2018], but also by household savings (per cent of house-
hold disposable income) [36.1 per cent in 2016] (OECD 2020). This point has 
been largely articulated as one of the main reasons to choose the e-voucher 
scheme rather than cash transfer since the scheme ensures money to be reallocated 
to the market circulation. Also, the high propensity to save had been again ampli-
fied by the pandemic. According to data from China’s central bank, households 
deposited 6.6 per cent more money into their accounts during the first quarter 
compared with the same period last year (21st Century Business Herald 2020). In 
other words, more than RMB 70 billion deposits daily poured into banks in the 
first quarter. Thus, people spent 19 per cent less on consumer goods, according 
to NBS. Likewise, people’s preference for saving barely budged once lockdowns 
were eased in the second quarter, dropping from 53 per cent to 52.9 per cent13. 
Also, a study of some 34,000 families across the country over the first quarter 
showed that more than half said they planned to save more and spend less after 
the pandemic (W. Zhang 2020). 

c. Urgent relief to SMMEs 
Another top priority have been to save the most hard-hitting small, medium and 
micro-sized enterprises (SMMEs) during the Covid-19 crisis. According to the 
4th National Economic Census Report (NBS 2019), by 2018, SMMEs constituted 
90 per cent of the total enterprises. They provided nearly 80 per cent employment. 
In terms of economic contribution, in 2019, SMMEs devoted more than 50 per 
cent to tax revenue, 60 per cent to GDP and 70 per cent to technological innova-
tions (Central Government 2020b). Additionally, Covid-19’s impact on SMMEs 
can be demonstrated by the declining call for jobs by firms of different sizes. It is 
found that the call for jobs by firms with less than 20 workers declined by 38.2 
per cent YoY (worse than bigger enterprises), whereas those with more than 
10,000 workers dropped at 14.5 per cent (see Fig. 5). Thus, it is essential to rescue 
SMMEs so that they provide employment, which in turn can guarantee workers’ 
purchasing power. 
 
  

 
12  It is unreliable to compare with other countries since each country has different calculation. 

Such a claim is only to highlight the government discourse. 
13  According to the People’s Bank of China’s urban depositor survey. 
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Figure 5:  Decline (per cent YoY) in the number of call for jobs by all-sized firms, 
Q1 2020 

 
Source: Lu, Song and Shen 2020: 13.  
 
To facilitate a quick recovery, not only did other fiscal stimulus directly target 
SMMEs (Q. Liu et al. 2020), the e-voucher scheme also showed a biased prefer-
ence. In particular, the threshold for minimum spending, as well as the overall 
face value, encouraged recipients to redeem at small businesses. And it is found 
that most e-voucher schemes have benefited SMMEs centered on restaurants, 
groceries and supermarkets (S. W. Chen and Guo 2020). For example, as of 7 
May, 2020, tens of millions of offline merchants nationwide have benefited from 
the e-voucher scheme, over 90 per cent of which are SMMEs (S. W. Liu 2020). 
Several surveys conducted by Alipay showed that over 10 million businesses 
have benefited from the nationwide e-voucher schemes, with 90 per cent of them 
being SMMEs (The State Council 2020a). Meituan’s data also demonstrated that 
88.5 per cent merchants who had benefited from the e-voucher programme have 
had small and medium-sized merchants (Li 2020: 49). 

d. Advantage of digital penetration and mobile payment  
Realisation of the voucher scheme in digital form, to a great extent, is based on 
digital penetration. Policymakers underlined that China’s digital penetration had 
reached such conditions. Together with mobile payment, internet platform, etc., 
lay the basic foundations for the development of new infrastructure. Thus, the 
implementation of the e-voucher scheme can push forward this new wave of in-
vestment, which amplifies the scope of traditional infrastructural investment. 
Moreover, to a great extent, the advocacy of the e-voucher scheme can pace up 
further development of the Chinese digital economy. Thus, right after the out-
break of the Covid-19 pandemic, the Payment & Clearing Association of China 
promptly issued a proposal to encourage people to use mobile-, online- and QR 
code payments to avoid the risk of infection. According to the Global and China 
Mobile Payment Industry Report (2020–2026), the pandemic will tremendously 
boost mobile payment transactions in China where the amount would reach RMB 
777.5 trillion in 2020, surging by 31.8 per cent on an annual basis (Research & 
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Markets 2020).In March 2020, Chinese mobile netizens numbered 897 million, a 
staggering 99.3 per cent of whom got connected to internet, and 85 per cent paid 
online via mobile phones, according to the China Internet Network Information 
Center (Xinhua News 2020a). Roughly compared to its population aged between 
15 and 64 (993.6 million by 2018), nearly every eight out of ten working age 
population in China conduct mobile payments. Also, according to the People’s 
Bank of China, Chinese banks processed a total of 223.388 billion electronics 
payments, of which 101.431billion have been made via mobile transactions in 
2019, corresponding to YoY growth of 67.6 per cent and 25.1 per cent respec-
tively (Central Government 2020a). Likewise, China’s e-commerce accounts for 
over 40 per cent of its global transactions and the penetration of e-commerce (per 
cent to total retail sales) stands at 15 per cent compared to 10 per cent in the US 
in 2019 (M. L. Zhang and Chen 2019). 
In short, it makes sense for local governments to attempt at the e-voucher scheme 
and thereby, boost digital economy. It is self-evident that those with higher level 
of digitalisation also issued e-vouchers (see Fig. 6). The outbreak of the Covid-
19 pandemic would inadvertently bolster the robust growth of their digital econ-
omy. All in all, although some of these rational discourses are based on the artic-
ulation of some realities, the picture is still not complete. The government’s bi-
ased position, combined with their dominant discourse power, would not like to 
voluntarily reveal the complexity of internal politics (power relations/game) in 
policy choice. Instead, they would try the best to make their choice more sensible, 
if agreed with the public choice theory. 
 

Figure 6: Digitalisation (per cent to GDP) across provinces (GDP per capital in 
RMB) 

 
Sources: NBS &(M. L. Zhang and Chen 2019, 8).  
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4.2. Internal politics 
There are scattered voices, especially from the academia, suggesting a generous 
and nationwide issuance of e-vouchers to all residents (Guanghua School of Man-
agement 2020a). They claimed that apart from fiscal and technical advantages, 
the scheme would also provide public relief. Although official unemployment 
rate reached as high as 6.2 per cent in February, actual unemployment would be 
much higher, given that the survey does not include migrant workers. Analysts at 
Zhongtai Securities, as estimated in April, revealed that up to 70 million people 
perhaps had lost jobs during the pandemic, which meant a real rate of more than 
20.5 per cent (Sina Finance 2020). Further, the statistics of new job added in the 
labour market also discredit the official rate since the total number of new jobs in 
urban areas at the first quarter dropped by 29.3 per cent YoY, and at -19.8 per 
cent, -55.7 per cent and -19.3 per cent from January to March, respectively (NBS 
2020). Besides, as analysed by Zhaopin’s Big Data, the number of call for jobs in 
Q1 fell by 27.8 per cent YoY, and the number of jobs per se decreased by 26.8 
per cent YoY (Hai Lu, Song and Shen 2020).  
Even worse, the current social security system, to no small extent, can only cover 
a small number of those in need of urgent help, leaving most of the vulnerable 
(including roughly 300 million migrant workers) without support. According to 
the Ministry of Human Resources and Social Security, unemployment insurance 
network provided service to only about 2.29 million people in the first two 
months of 2020. Without adequate social security coverage, even the high saving 
rate cannot afford such a sudden crisis, especially for the lower class. A survey 
showed that in 2013, while low-income urban families paid 72 per cent, middle- 
and high- income families paid 50 per cent of their medical expenses out of pocket 
(Q. Gao 2018: 2). Against this backdrop, what made local governments carry out 
such insignificant policy preferences towards poor relief will be elaborated in our 
internal politics analysis. 

a. Power relations between the central and local governments 
The growing consciousness of public participation saw groups of the middle and 
upper classes, apart from the existing and official channels, being more and more 
involved with the policymaking process, which used to be absolutely dominated 
by the government in China by the 1980s (Tian 2010). Any particular socioeco-
nomic event bears the opportunity for the game of interest being surrounded by 
different groups of interests (Sun 2006), albeit the fact that only a few privileged 
groups, such as merchants, entrepreneurs, elites, etc., so far could reach a certain 
level of influence, especially towards local governance. Gradually, some groups 
have not only turned to receiving public policy passively, but also to proactively 
responding and even publicising their attitude, if necessary (Tian 2010). In short, 
the sign for public participation in policymaking mechanism has shown some in-
cipient formation, though still varied by class and much dependent on many other 
political factors.  
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Furthermore, the current governance practice also bonds local officials with the 
interest groups that can be attributed to two major reform transitions centred on 
the central-local government relations—1) Economic decentralisation (entailing 
local businesses being more dependent on local governments); 2) Fiscal depend-
ency (local governments depending on local businesses). Under the “democratic 
centralism” principle, the status quo of the relationship between the central and 
local governments is not yet a fully institutionalised and legalised relationship 
(Jin 1999). The economic reforms ever since 1978 had generated more and more 
space for local governments to gain decisive autonomy on social and economic 
affairs within their jurisdictions. Relevant reforms in the recent decades have 
gradually institutionalised this relationship into three major aspects—fiscal and 
taxation system reform (tax-sharing reform) in the area of government income; 
division of financial powers and expenditure responsibilities in government 
spending; reform of the transfer payment system in the inter-government transfer.  
As for economic decentralisation, the system of government spending has clari-
fied the divisions. In other words, local governments know clearly which part of 
the revenue belongs to them and have a clear say on it. It is noteworthy that local 
governments are also undergoing a transformation—from merely implementing 
a policy to making it, thereby having more autonomy in local affairs. At the pre-
sent stage, local governments, apart from traditional responsibilities, bear owner-
ship responsibility for a considerable amount of state-owned assets in their region 
(Jin 1999). This prompts them to show identical interest as other private groups. 
In addition, given the increasing power decentralised to local governments, de-
spite the interdependent situation, local businesses become more dependent on 
local governments for their bureaucratic procedure, public resources, land leases, 
tax concessions, etc. Thus, very often, we see that local businesses proactively 
support policies advocated by the local government. Likewise, local governments 
take claims of local business into serious account in their policymaking process. 
The ongoing e-voucher schemes in many places demonstrate this relationship 
clearly. 
As to fiscal dependency, the current tax-sharing system has guaranteed the central 
government more than half of tax revenue possession and the power to levy and 
set tax and tax bases and rates, respectively. This makes local governments of the 
developed regions much dependent on local businesses14 for stipulated tax reve-
nues while in less developed regions, local governments depend more on the cen-
tral government’s support (Q. Gao 2018) for matters like financial allocation, tax 
refund and fiscal transfer payment. Self-evidently, the central government’s 
transfer payments to local governments increased 125 times, accounting for 15 

 
14  Nine eastern provinces tax revenues contributed nearly two-third (58.4 per cent) of the 

national tax revenue, of which the value-added tax, corporate income tax and personal 
income tax, respectively, reached more than 60 per cent in 2019 (K. Liu 2020). 
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per cent to 36.5 per cent local fiscal expenditures from 1994 to 2019 (K. Liu 
2020). This dependent situation is precisely where the interest groups could step 
in the local policymaking process. Thus, it makes much sense to understand why 
most less developed regions, in the absence of the central government’s fiscal/tax 
support, did not issue the e-voucher scheme, while those of the developed region 
are more prone to businesses. 

b. Power relations between local governments and local business 
The economic decentralisation and fiscal dependency narrative, however, still 
stay at the organisational level. Although understandably, less developed regions 
have little incentive to issue the e-voucher scheme, it cannot explain why the de-
veloped regions were willing to do so. In other words, the above explanation be-
comes inconvincible when it is down to an individual level (local officials). Such 
an interdependent relationship between local businesses and governments self-
evidently carries the risks of rent-seeking and corruption. This was countered by 
Zhou’s (2007; 2014; 2018; 2020) “bureaucratic market + business market [官场

+市场]” (B+B) model, arguing that Chinese local governance can minimise the 
possibility of any public policy becoming a corruption deal between local offi-
cials and businesses, as well as Wang’s (2018) model of “the combination of eco-
nomic decentralisation and political centralisation”, and Xu’s (2011) regionally 
decentralised authoritarian system. All argued that the seemingly centralised po-
litical system is embedded by many interest institutions/groups/individuals 
through complex interaction, consultation, negotiation, bargaining, etc., thereby 
attaining a consensus in decision-making. 
The B+B model interprets the mechanism of local governance under what Zhou 
(2018) called “mutual embeddedness” between bureaucratic markets for local of-
ficials and business markets for firms across jurisdictions: local officials compete 
in bureaucratic markets where their promotion is closely linked with the eco-
nomic performance of firms in their jurisdictions, meanwhile, businesses compete 
in economic markets and receive crucial support for their respective jurisdictional 
governments. Further, under external market constraints like the free mobility of 
physical and human capital, the macroeconomic condition, etc., place additional 
limits on the tendency of corruption and rent-seeking. Besides, the economic per-
formance of local firms in market competition provides feedbacks and could be 
the ultimate test of the effectiveness of government-business cooperation and lo-
cal industrial policies. In short, it is argued that this mechanism gives political 
incentives to ensure bureaucrats do things in the right way, competition of exter-
nal markets prevents bureaucrats from doing evil, and feedback guides bureau-
crats to do the right thing (Zhou 2018). 
To elaborate, in the bureaucratic markets, since the economic reform in the 1980s, 
the system of appraisal and supervision of officials centred on the economic per-
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formance. Specifically, the 1984 reform of the regulations on selecting and ap-
pointing official leaders as set to the “down one-level cadre management15 [下管

一级]”, can be considered as the institutional prerequisite for bureaucratic mar-
kets. For instance, the provincial officials are under the same national bureau-
cratic market; meanwhile, each province is an independent bureaucratic market 
for one-level down officials (i.e., prefecture-level), so on and so forth. Thus, the 
career of each level official is interdependent, namely, in the vertical hierarchy—
that of the upper level being dependent on the altogether performance of the direct 
subordinate officials in its jurisdiction; whereas, in the horizontal competition, 
that of the lower levels compete amongst each other and get promoted by the 
officials at one level above. In short, the practice of Chinese local governance is 
somewhat quasi-corporate in nature (C. Xu 2011: 1077). Their competitions are 
set on the performance targets16 centred around GDP growth, tax revenue, attract-
ing investments, managing budgets and finance, social stability, etc. For example, 
in a scheme for provincial leading officials, 60 per cent were assigned to targets 
related to economic affairs (Huang 1996; Tsai 2004).  
However, areas like public service, social security/protection, education, 
healthcare, environmental protection, etc., are not only less crucial to local offi-
cial’s performance evaluation, but they are also distinctly subcontracted17 to 
lower-level governments, which makes relatively less impact on the assessment 
of upper-level officials. As aforementioned, apart from disproportionate support 
of payment transfer from the central government, each level of local governments 
is financially self-responsible for their conduct of public services. These discour-
age local officials from making efforts on non-economic targets, as long as they 
do not worsen and induce a public event. In short, it endogenised contradiction, 
while on the one hand, subcontracted the task of public services to local govern-
ments, on the other hand, it required local governments to be financially respon-
sible; however, as local officials could retain only a smaller proportion of total 

 
15  For upper cadres, management (in terms of appraisal and dismiss) towards the lower layer 

cadres only reaches one level down. In other words, each level of subnational government 
oversees the appointment, evaluation, promotion and dismissal of its subordinate-level re-
gional officials. 

16  They are ranked in three categories—soft targets, hard targets and priority targets with 
veto power (C. Xu 2011: 1093).  

17  Level by level, each subnational government negotiates with their subordinates for perfor-
mance targets. Then, regional officials at different levels sign target responsibility con-
tracts with their superiors. Among the most, hard targets centred on economic performance 
and tax revenue turns to be crucial for the subnational officials (C. Xu 2011). 
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tax revenue they performed poorly in non-economic affairs. Also, due to the un-
predictability18 of the tenure cycle, local officials (especially the upper ones) are 
often eager to proactively issue policies to improve facilitation to local business 
than deliver services to the public, which in turn would highlight their perfor-
mance for promotion (Tian 2010: 14). For instance, between 1978 and 2005, 
about 80 per cent governors were promoted or transferred from other provinces, 
i.e., many of them were not promoted within the same province (X. X. Xu, Wang, 
and Shu 2007). Each crisis gives them half-risk and half-chance for their career 
life. 
Local officials involved with business markets under transformation towards a 
market economy are increasingly attracted towards a conducive business envi-
ronment rather than intervening in the operation of firms. In particular, for the 
upper-level officials, not only do they have to satisfy existing firms but also at-
tract more from other regions through their commitments and reputations. This 
results in friendly handshaking between political and private entrepreneurs, pro-
ductive cooperation between political and economic elites (Zhou 2018). On the 
other side, local entrepreneurs can freely negotiate with local officials and bargain 
for better conditions with the threat to move out. Since local officials have influ-
ence or even direct control rights over a substantial amount of resources such as 
bureaucracy, land, financial resources, industrial policies, energy, raw materials, 
etc., they often compete with other officials at the same level in the same bureau-
cratic market by offering more public resources to the business. By itself, such a 
structure has bonded the local officials with interest groups, deeply involved in 
the local business market. Therefore, when choosing corresponding public poli-
cies, local officials need to factor in their businesses, as long as they are accepta-
ble to the public, thus guaranteeing social stability. 
In short, we can conclude from the internal politics that unless local governments 
have surplus budget or are sponsored by the central government’s payment trans-
fer, they would either call for support from the local business interest groups to 
reach a win-win policy that guarantees minimum interests of the business; or re-
frain from initiating any relief policy for the poor, shifting thereby towards hard 
targets and competing with their peers on economic matters as long as the eco-
nomic crisis does not blast into a political one.  
5. Conclusion 

The Covid-19 pandemic has brought about economic recession and caused diffi-
culties to almost every individual. This has led all countries to explore stimulus 

 
18  The tenure cycle for most government officials is five years. But the turnover is very fre-

quent due to many reasons. Thus, it is usually three years at the municipal and county 
levels and four years for the provincial-level officials (Zhou 2018: 39). 
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policies that are appropriate and practical in the context of their national circum-
stances. Among common relief measures towards the public, developed econo-
mies tend to adopt temporary cash transfer programmes. Most LDCs deliberately 
(ILO 2020) focus on their existing welfare/social safety net systems. In the case 
of China, apart from a few developed regions, policy choices of the rest mostly 
rely on a middle path, i.e., the issuance of digital consumption voucher scheme 
by boosting private consumption to conserve cash flow, preserve the production 
chain and prevent massive job cuts during the crisis. Although the scheme 
adopted during the recession is still new, we see it with the potential of becoming 
one of the regular and emergency policy instruments in further crisis. 
The e-voucher scheme from its policy design already manifested many biased 
preferences. In terms of targeting group, although there is no means test, the se-
lection spontaneously excludes those extremely poor. In terms of the relief direc-
tion, the design is prone to rescue the business more than the poor. The face value 
of most e-vouchers sets very low, which bears the special intention to boost sales 
at SMMEs’ end. Besides, the threshold spending for redemption is set to impose 
a multiplier effect. Operationally, most e-voucher schemes were conducted under 
a symbiotic public-private partnership and delivered through third-party plat-
forms. Being in digital form, the issuance of e-vouchers is flexible and dynamic. 
Most localities claimed sound outcomes: given the redemption rates fluctuated 
between 60 and 80 per cent, whereas the leverage rates all remained above three. 
However, our policy analysis has revealed different profiles. As to boost con-
sumption, the effect of e-vouchers to leverage economic growth during the crisis 
is discounted with their overall insignificant scales. So they failed to form the so-
called virtuous circle: consumption–investment–production–income growth–
consumption. Regarding its effect on poor relief, the scheme per se bears poten-
tials but was not really used for it. Apart from people in the major groups of the 
population symbolically benefiting, the scheme at the same time has caused some 
degrees of social and regional inequalities and enlarged the current digital divide. 
In the second part, the research through both rational discourses and internal pol-
itics has revealed the intrinsic power relations centred on policy choice. Appar-
ently, local governments, often through rational discourses articulate physical 
conditions to increase the degree of public acceptance and gain cooperation. This, 
in turn, justifies their policymaking/choice. First, over the course of the Covid-19 
crisis, the rescue of domestic consumption, which contributes the most and bears 
growth room for the economy, lies as the most urgent task; Second, cash stipends 
are not handed out due to the “fact” that Chinese saving rate ranks very high. In 
this context, e-vouchers are much better and direct in preventing saving and spur-
ring private consumption; Third, as often quoted by local officials, “to teach one 
how to fish is better than just give him/her a fish”, thus guaranteeing the survival 
of employment source is much important. Due to their significant contribution to 
employment, the priority should be placed on SMMEs. Finally, the level of 
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China’s digital penetration has been claimed to reach physical conditions to run 
the scheme in digital form, despite the current digital divide. The e-voucher 
scheme is expected to push forward the wave of new infrastructure investment. 
The fact that almost all working classes have been suffering since the Covid-19 
crisis and the existing social safety net system only covers a very limited propor-
tion of the population, the so-called “rational discourses” seem to be rather less 
reliable for the poor. Essentially, the analysis of internal politics reveals the deep 
roots of policy preference. The reforms and transformations of power relations 
between the central and local governments in areas of government income, spend-
ing and inter-transfer have been framed under economic decentralisation and fis-
cal dependency, and have generated more rooms for the participation of privi-
leged groups especially in the local policymaking process. The groups, like the 
merchant, entrepreneur, elite, etc., take all socioeconomic events as the oppor-
tunity to leverage their influence. Such a situation induced a growing bond be-
tween local officials and business groups. Thus, local business groups proactively 
support policies advocated by local governments, while the latter take the interest 
claims of local business into serious account in their policy choice. This explains 
well why the less developed regions in the absence of the central government’s 
fiscal support did not issue the scheme; and why most e-voucher schemes of the 
developed region are more prone to businesses. 
Last but not the least, the power relations between local governments and local 
business, elaborated by the B+B model, deepened our understanding on how the 
local governance system could minimise the degree of corruption or rent-seeking 
when interest groups participated in the policymaking process. The mutual em-
beddedness of bureaucratic markets and business markets, together with external 
market constraints, has framed local officials to offer a facilitating hand to local 
business. Regulated by the quasi-corporate system of the appraisal and supervi-
sion of officials, local officials’ political career is much dependent on the eco-
nomic performance of the local business in their jurisdictions, where the eco-
nomic performance is primarily centred on the hard targets subcontracted from 
the upper-level governments. Also, local officials under the unpredictability of 
the tenure cycle are eager to proactively issue policies to help local businesses 
and improve their economic performance to get promoted. However, such a sys-
tem not only made soft targets (like public services) less crucial to local officials’ 
performance evaluation, but also required self-responsible finance to deliver 
these public services for local officials who possessed the smaller proportion of 
their tax revenue. Thus, as long as the quality of public services does not worsen 
and lead to a public/political event, the choice of local governments on policy-
making will not be prone to the public.  
To conclude, the implementation of the e-voucher scheme in the short run does 
make some contributions to stimulate private consumption during the crisis, but 
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it cannot solve the intrinsic and structural issues of the economy, such as the in-
sufficient effective demand. The e-voucher scheme plays an insignificant effect 
on bringing relief for the poor, rather their support towards the business is rela-
tively visible. However, due to its overall small scale, even the positive effects on 
SMMEs are rather unsubstantial. Based on the analysis of the rational discourses 
that made the policy choice more acceptable by the public, it cannot hide the deep 
power relations among the central government, local official, and local business 
that actually determined the policy choice in the current mechanism of policy-
making. Nevertheless, as a novel initiative, the e-voucher scheme definitely pro-
vides some constructive attempts over the economic crisis and demonstrates its 
strategic potentials for further digital governance. 
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