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The Political Economy of Social
Organization Registration in China*
Timothy Hildebrandt

Abstract

The Chinese government uses legal registration to manage and control the
rise of social organizations. To avoid negative government attention, organ-
izations might be expected to actively pursue such registration. However, in-
depth field research of Chinese NGOs in three issue areas (environmental
protection, HIV/AIDS prevention, and gay and lesbian rights) reveals that
this is not always the case. There are many conflicting political and econ-
omic incentives for both NGOs and government, complicating understand-
ings of social organization registration in China. By shedding light on the
process of registration, this article reveals the complexities of state—society
relations and demonstrates the difficulties for social organizations to avoid
significant government interference.

Keywords: non-governmental organizations; centre-local relations;
decentralization; environment; HIV/AIDS; LGBT

Alongside China’s economic and political reforms, the central government has
identified the previously overshadowed society as an important partner in
improving governance. Following the government’s rhetorical lead of “small
state, big society,” non-governmental organizations (NGOs) have increased in
number and broadened in scope to fill gaps left by the downsized state and
address problems that have emerged, in part, because of the country’s massive
development schemes. At the same time, the government is mindful that empow-
ered social actors, and independent NGOs in particular, could threaten its politi-
cal monopoly. Like other authoritarian states (and even some democratic ones),
the government has instituted a system of legal registration to manage — and
hopefully control — Chinese social organizations.!
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Louisville, and the US-China Institute at University of Southern California. Research was supported by
the National Science Foundation under Grant No. DGE-0549369 IGERT: Training Program on
Biodiversity Conservation and Sustainable Development in Southwest China at the University of
Wisconsin-Madison.
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1 E.g. a new registration law in Russia, also designed to clamp down on the development of an indepen-
dent social sphere, has created administrative hurdles for NGOs similar to those in China. Moscow
Times, 24 August 2007. India has instituted a strict regulation system, evidence of a government
wary of NGOs. Rita Jalali, “International funding of NGOs in India,” Voluntas, Vol. 19 (2008), p. 172.
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Although the regulation system was instituted to protect the state from the
threat of NGOs, it contains incitements to encourage organizations to register;
registered NGOs can operate legally and thus pursue a wider array of financial
opportunities.2 Conforming to government preferences is not necessarily a choice
for NGOs but sometimes the only way to exist in China’s closed political environ-
ment. Registration is, at best, a “win-win” for both state and society and, at
worst, the only option for NGOs.? We might thus expect it to be widespread.

In reality, registration rates are uneven. Many NGOs operate unregistered and
registration status varies significantly based upon the work organizations pursue.
This article shows that registration is a complicated and difficult process. Its
benefits do not always outweigh the costs and therefore it is not necessarily
true that groups want to register. But to understand why organizations can oper-
ate outside the system, we must look beyond the motivations of NGOs them-
selves. By identifying the incentive structure for government officials at all
levels, 1 explain why not all officials want social organizations registered.
Economic and political rationales have led governments to condone groups’
lack of registration and even encourage some to stay unregistered. In sum, con-
flicting incentives for NGOs and government complicate our understanding of
social organization registration in China.

This article begins with an explanation of the formal government regulations
on social organizations in China, then presents survey data that show a surpris-
ingly large percentage of social organizations operate without obtaining regis-
tration. The next section draws on interview and survey data to examine
reasons why NGOs stay unregistered; it also includes a systematic investigation
into the key characteristics of organizations that affect registration status. The
final section analyses the economics of registration, a previously unexplored
but important factor in explaining registration and government-NGO relations;
the way in which certain groups obtain funding dramatically alters the incentive
structure for both group leaders and local government officials, ultimately affect-
ing the registration calculus.

Case Selection and Research Methods
To explore social organization registration this article focuses on groups from
three different issue areas in China: environmental protection, HIV/AIDS

2 Some argue that registration is crucial in helping Chinese environmental NGOs secure financial support
and build transnational linkages. J. Ru and L. Ortolano, “Development of citizen-organized environ-
mental NGOs in China,” Voluntas, Vol. 20 (2009), pp. 141-68.

3 Previous studies suggest that other social actors, such as entrepreneurs, prefer to formalize their relation-
ship with the state to avoid negative government interference and increase economic opportunities.
Bruce Dickson, Red Capitalists in China: The Chinese Communist Party, Private Entrepreneurs, and
Political Change (New York: Cambridge University Press, 2003), and Wealth into Power: The
Communist Party’s Embrace of China’s Private Sector (New York: Cambridge University Press,
2008); Kellee Tsai, Capitalism without Democracy: The Private Sector in Contemporary China
(Tthaca, NY: Cornell University Press, 2007).
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prevention, and gay and lesbian rights. Issues were selected based on a “most-
similar” logic: groups often share similar funding sources; NGOs tend to employ
similar strategies to ensure emergence; and leaders from one issue area have been
known to move to another. However, they vary in that each issue area fits with
state interests differently.

Environmental groups are the oldest NGOs in the country and have come to
exemplify successful Chinese social organizations.* They tend to have more
autonomy because their work complements state goals of tackling environmental
degradation. HIV/AIDS is a growing problem throughout China. While the cen-
tral government has increased attention to the issue, some local government offi-
cials are more uncomfortable confronting the realities of this problem than
environmental issues, suggesting less correlation with state interests. Gay and les-
bian NGOs are often engaged in HIV/AIDS-related activities, but they also rep-
resent a minority group that may address human rights issues the state has long
avoided; these groups might have the least comfortable fit with state policy and
goals.? Variation between groups’ goals and state interests in the three issue areas
could affect the amount of political space NGOs enjoy and their registration sta-
tus. This expectation for variation stands in contrast to organizations that are
fully co-opted government-organized NGO (GONGOs), which are almost all
registered, and explicitly illegal organizations (such as falun gong E%Ih),
which are almost certainly not registered.®

Evidence is drawn from semi-structured in-depth interviews and an original
survey. Interviews with 80 NGO leaders and observers were conducted in
Yunnan province (historically more open to social organizations), Beijing
(usually more closed to NGOs), and Sichuan and Henan provinces (even more
open and closed, respectively).” A nationwide internet survey of over 100 leaders
in all three issue areas produced a data-set for statistical testing.®

4 Indicative of this, significant scholarly attention has been paid to environmental NGOs. E.g. Peter Ho,
“Greening without conflict? Environmentalism, NGOs and civil society in China,” Development and
Change, Vol. 32 (2001); Y. Lu, “Environmental civil society and governance in China,” International
Journal of Environmental Studies, Vol. 64, No. 1 (2007) pp. 59-69; Peter Ho and Richard L.
Edmonds, China’s Embedded Activism: Opportunities and Constrains of a Social Movement
(New York: Routledge, 2008); Andrew Mertha, China’s Water Warriors: Civic Action and Policy
Change (Ithaca, NY: Cornell University Press, 2008). Previous studies usually focused on a few organ-
izations or offered in-depth case studies of individual groups. Attention to environmental NGOs has far
outstripped studies of Chinese groups in the other issue areas (where work has only recently begun).
There has been limited systematic comparison of groups across issue area.

5 Once research commenced, it became clear that most gay/lesbian NGOs addressed HIV/AIDS issues,
suggesting overlap between two issue areas. Although this could introduce some bias (e.g. indepen-
dence), it also demonstrates that issues acceptable to the state are limited; if an organization wants to
enjoy political opportunities — and funding — it must significantly adapt.

6 Tam careful to not generalize specific findings too far beyond these areas. However, insights drawn here
might allow us to speculate (as T do in the conclusion) about registration as an example of complex
state—society relations.

7 An appendix including a list of interviewees and the survey is available online at www.
timothyhildebrandt.net/data.

8 To explain both registration and non-registration, this research could not rely on government data to
establish a population (which would only include registered groups) and thus did not use a probability
sample for the survey. The three issue areas were represented equally among responses. Interviewees and
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State of Registration

Early into Chinese social organization development, the central government
established a system by which NGOs could become officially registered. The sys-
tem was designed to allow groups to operate openly, but keep the growth of civil
society in check. In essence, through the registration system the state constructed
the notion of what an NGO is, defined its legitimate scope of activity and limited
its autonomy.® The current legal status of NGOs is derived from the 1998
Regulations for the Administration and Registration of Social Organizations
(Shehui tuanti dengji guanli tiaoli 2 GILE B4 H),10 which include
numerous mechanisms to ensure that groups do not exert too much autonomy
and move beyond their narrow official political space: to limit capacity building,
the regulations forbid organizations from establishing branch offices; to keep a
watchful eye on the organization, groups must have a sponsoring institution
within the government; and to keep alliances and mission creep to a minimum,
the regulation declares that no more than one social organization devoted to
“similar issues” can be registered in the same administrative region.!!

These regulations have helped control the growth of registered NGOs. Three
years after they came into effect, the total number of social organizations (shehui
tuanti 4--23#11K) dropped from 165,500 to 129,000.12 Recent figures published by
the Ministry of Civil Affairs, the government agency in charge of registering
social organizations, showed an increase to 153,000 in 2004 and 220,000 in
2008.13 Considering the popularity and usefulness of NGOs in global govern-
ance, the size of the Chinese population and the severity of social problems,
this growth is modest. However, these figures are misleading and fail to capture
the reality of NGO growth in China: though the 1998 regulations succeeded in
controlling the number of organizations that have acquired legal registration,
they did little to stop the growth of unregistered groups.'4

Jfootnote continued

survey respondents were gathered through a snowball sampling method. I became aware of groups
sometimes through independent directories. But because they are frequently (and often severely) out-
dated, I relied on personal interactions with leaders and observers, as well as listservs.

9 Howell, “Prospects for NGOs,” p. 8; Ho, “Greening without conflict?” p. 915.

10 Available online: http:/huitong.mca.gov.cn/article/zcw;j/200812/20081200023777.shtml.

11 This goal is difficult to achieve given that many sponsoring agencies lack the resources to supervise
social organizations properly. J. Ru and L. Ortolano, “State control and environmental NGOs in
China,” Association of Research on Nonprofit Organizations and Voluntary Action, Los Angeles,
November 2004.

12 Ho, “Greening without conflict?” p. 902; Qiushi Ma, “The governance of NGOs in China since 1978:
how much autonomy?” Nonprofit and Voluntary Sector Quarterly, Vol. 31, No. 3 (2002), p. 306.

13 Available online: http:/cws.mca.gov.cn/accessory/200902/1233554233793.htm. Although the number of
registered groups appears to have increased, figures are not reflective of an increase in the number of
registered community-based organizations (minjian zuzhi); estimates include Party-affiliated mass organ-
izations, industrial professional organizations and GONGOs.

14 Unregistered organizations are excluded from government estimates. However, based upon survey
respondents, the number of social organizations in China, inclusive of unregistered groups, is likely
to be larger than official figures.
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For social organizations, the primary advantage of registration is that it, some-
what counter-intuitively, allows them to operate more independently. When
registered, groups can open bank accounts and pursue a wider variety of funding
opportunities. It also helps them stay more transparent, which is itself a common
tactic for avoiding repression. It allows groups to be more public, thereby draw-
ing in more participants, who can increase sustainability. With registration,
groups’ existence is less dependent upon the changing whims and interests of gov-
ernment partners. It can sometimes shelter them from government interference
(such as pressure to change tactics and activities or dismiss leaders).!>
Moreover, registration affords NGOs the opportunity to forge more formal
ties with government institutions. Unregistered groups, on the other hand, rely
on informal ties with individual officials, which are less sustainable and reliable.

As evidence of this, leaders who pursue registration have done so to “formal-
ize” their relationship with government. They see registration as a way to ensure
that they are not too deeply embedded with the government. An environmental
leader explained that registration is the best way for organizations to build an
“authentic government-NGO relationship” whereas unregistered groups have
more “inauthentic relationships.”!® These groups must work harder to nurture
their relationship with government officials because of their precarious legal sta-
tus, which can ultimately make them more embedded within the state.

Although environmental NGOs boast a high rate of registration, nearly 60 per
cent of all survey respondents reported that their organization was not regis-
tered!’; registration status varies significantly across issue area (see Table 1).!8
Thus, focusing only on environmental groups (as is common in past studies of
Chinese NGOs) overlooks the infrequency of registration among organizations
in other issue areas; misses an important opportunity to explore the myriad
reasons why groups are, and in some cases prefer to stay, unregistered; and
obscures competing interests of local and central governments regarding social
organization registration.

Politics of Registration

Despite the incentives for organizations to become registered, unregistered groups
do not lack legal status simply because they have tried and failed to register. In
fact, some NGO leaders do not actively pursue or even prefer registration.
Several factors contribute to low registration rates: many leaders claim the

15 At the very least, registration should not make an NGO more susceptible to government interference.
But registration is not a panacea. It offers no guarantee that an organization will not encounter a strong
negative state response. Others have pointed to similar problems, e.g. Lu, “Environmental civil society.”

16 Interview (IN) 23. Others disagree, noting that once a group becomes registered it is no longer a “grass-
roots organization” but instead more institutionalized and “governmental” (IN74, 75).

17 Others have found similarly high registration rates among environmental groups. Shuiyan Tang and
Xueyong Zhan, “Civic environmental NGOs, civil society, and democratisation in China,” Journal of
Development Studies, Vol. 44, No. 3 (2008), pp. 425-48.

18 Significance refers to Pearson’s chi-squared tests at the 90% confidence interval or higher.
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Table 1: Registration Status of Organizations, as Percentage of Respondents

Issue area Registered Unregistered
All respondents 41 59
Environmental 70 30
HIV/AIDS 40 60
Gay and lesbian 18 82

process is too complicated, the benefits are too low or registration is simply
unnecessary.!? According to the survey, the most common reason for being unre-
gistered is that the process is “too complicated”; 44 per cent of respondents
ranked this first among six different explanations.?? Many leaders reported
that the difficulty of the registration process differed across provinces. Not sur-
prisingly, unregistered groups are far more likely to characterize the process in
their home province as “somewhat harder” or “harder” (53 per cent of respon-
dents) than organizations that have already obtained registration (13 per cent).?!

Many leaders see registration as offering little benefit to their organization and
do not believe it is fundamental for long-term viability. When ranking eight
different determinants for NGO success, just over a quarter of survey respondents
placed registration among the top three.?2 But responses varied significantly
across issue area: environmental group leaders were far more likely to rank regis-
tration as a top three determinant of success (half of respondents) than were gay
and lesbian leaders (less than 8 per cent).?? Even more telling, 90 per cent of gay

19 Registration can be frustrating. An environmental NGO in Yunnan was denied registration after over a
year of attempts because its name was deemed “too broad.” Tony Saich notes that regulations restrict
organizations from using overly-broad names, which is the Ministry of Civil Affairs’ (MoCA) attempt to
preserve the monopoly of state-run social organizations (“Negotiating the state: the development of
social organizations in China,” The China Quarterly, No. 161 (2000), pp. 123-41). Rather than change
the name, the leader decided to forego registration. He reasoned that since he previously operated unre-
gistered, he could continue to do so (IN31).

20 Other explanations included: “We already have good relations with the government”; “There is no
pressure for us to be registered”; “It would cause us more problems, not fewer”; “The benefits do not
outweigh the costs of the effort”; “Our work is more important than becoming registered.”

21 Although the survey did not find significant variation in difficulty of registration by geographic area,
responses from the primary research sites are illuminating: among Yunnan-based organizations, 30%
characterized registration as “about the same” as other areas and another 30% saw the process as
“somewhat harder or harder” than other provinces. These responses support interview data which
suggest Yunnan might not be as hospitable to NGOs as previously thought. Nearly 60% of
Beijing-based respondents characterized the difficulty of legal registration in Beijing as “about the
same” as in other provinces. Interviewees in Beijing usually assumed that central government dictates,
as they pertained to NGOs in particular, were followed in other areas of the country; few foresaw a situ-
ation where local governments might be more strict than the central government in Beijing. It is unclear
if leaders in one province are actually well-informed of the situation in others. This matters little, how-
ever, for showing that many leaders believe that government treatment of registration varies across the
country.

22 Other determinants included: “good relations with government,” “adequate financial resources,”
“co-operation with international NGOs,” “co-operation with domestic NGOs,” “a strong voice,” “con-
tacts with media,” and “adequate capacity.”

23 HIV/AIDS NGOs were in between, with nearly a third of respondents ranking registration in the top
three determinants of success, more than gay and lesbian groups, but less than environmental
organizations.

»
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and lesbian leaders ranked registration in the bottom three of determinants. These
findings are not altogether surprising: nearly 80 per cent of gay and lesbian lea-
ders described their group as “successful” or “somewhat successful” and yet less
than 18 per cent are registered. Perhaps because of its perceived limited contri-
bution to an organization’s success, leaders do not highly prioritize the pursuit
of legal registration. Among survey respondents whose groups are unregistered,
67 per cent listed “our work is more important than registration” as the first
or second most accurate explanation.2

Most organization leaders believe that registration increases independence, but
not all see this as a good thing. Because strong relations with the government,
however secured, are necessary for viability, anything that might sour them
must be avoided. In some contexts, this can include registration: for those groups
that interact with the centre more, registration should be more common; organ-
izations closely tied to local government are more likely to stay unregistered.
These leaders fear that more independence will create a rift between their organ-
ization and local governments; they believe independence breeds antagonism,
warranting more government scrutiny of registered groups, not less.?> True inde-
pendence, one leader argued, would make accomplishing his organization’s goals
nearly impossible.2® The reluctance to register sometimes comes from a belief that
registration does not always coincide with local government interests. This is
most common among groups that rely upon HIV/AIDS funding, but is also
increasingly the case for groups in more established issue areas: a veteran
environmental leader, for example, sees a similar pattern of infrequent regis-
tration among organizations in this issue area and offers the same explanation
for it.27

For some, registration is thought unnecessary. As most groups have short time
horizons, any long-term benefits of registration do not outweigh the short-term
costs. This is a prevailing belief among leaders of newer organizations. Small
groups, gay and lesbian organizations in particular, do not believe registration
is even intended for them. A leader of a lesbian group in Yunnan laughed off ques-
tions about registration: “How could we be registered? We do not even have an
office!”?® An environmental leader in Sichuan believes that the primary benefit
of registration — opening a bank account and thus fundraising more freely — is
not worth the effort. Indicative of the creative adaptations employed by

24 Tt is likely that leaders’ cavalier attitude towards registration is due to a lack of government attention
(negative or otherwise). Were these groups experiencing more negative interactions with the state,
they might believe that registration is a crucial mechanism to help them do the work they deem
important.

25 Mary Gallagher has shown that autonomy from the state — which leaders associate with registration —
decreases the influence of social actors. “China: the limits of civil society in a late Leninist state,” in
M. Alagappa (ed.), Civil Society and Political Change in Asia (Stanford, CA: Stanford University
Press, 2004).

26 IN15. Considerably fewer leaders resist registration because they believe it will actually tie them closer to
the government (IN63).

27 IN29

28 IN26
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unregistered groups, she deposits group funds into her own personal bank
account instead.?®

Even more commonly, leaders believe that pre-existing good relations and fre-
quent co-operation with government agencies makes registration redundant (a
position shared by some local officials).3 For those who believe their work
already complements government interests, it is not seen as a necessary step.
Similarly, leaders commonly suggest that registration is intended as a check on
potentially threatening organizations. The idea that it is unnecessary also stems
from the fact that there are few legal injunctions stopping groups from operating
without registration and that some local governments do not insist that groups
become registered. While there are clear regulations on the registration process,
there is no regulation that deems unregistered groups explicitly illegal.3!

Confirming this professed weak link between registration and good govern-
ment relations, the survey finds no significant variation in leaders’ ratings of
their organizations’ relationship with central or local governments and regis-
tration status. Unregistered groups are no less likely to rate their relationship
with government positively than registered groups. In fact, many of the former
have cultivated closer relations with local government officials than have the lat-
ter. The survey found significant variation in the frequency of informal meetings
with local government officials between those groups that are registered and
those that are not: 37 per cent of unregistered groups met with local officials
once a week or once a month, compared to 17 per cent of registered groups,
none of which reported meetings at the frequency of once a week.3?

In addition to the explanations explored above, the interviews point to four key
characteristics of NGOs that might predict registration status: the older the
organization, the larger its budget and the closer to the political centre of
Beijing, the more likely it will be registered. Issue area matters as well: a higher
proportion of environmental organizations appear to be registered than groups in

29 She clarifies that the tactic is not for everyone: “If you have a good relationship with the government this
is not a problem. But if you have a bad relationship it will not work” (IN64).

30 IN14, 35, 39. Many leaders from HIV/AIDS organizations report that local governments, with whom
they often have pre-existing relationships, are unaware of registration requirements (IN24, 29).

31 IN35. While the 1998 regulations outline procedures for an organization to become registered, they does
not indicate that failure to do so would elicit any particular punishment. However, ambiguities in the
law do not mean it is open season for unregistered groups. Governments could use pre-existing laws
and regulations (e.g. regarding publishing or state secrets) to exact punishment if they wish.
Interestingly, there appears to be no qualitative difference in severity of punishment for groups that
are registered and those that are not. The most common punishment for unregistered groups is the
loss of political opportunity. When registered groups violate the regulation, however, their activities
can be deemed illegal and they can face various punishments (e.g. leaders placed under travel bans,
organizations stripped of registration status). Xinhua reported that the China Sexology Association
was ordered to cease operations for six months because of violations to their registration status as
non-profit-making. MoCA officials charged the organization with profiting from the sale of bronze
“sponsorship plates” to manufacturers of sex health products (11 February 2008).

32 However, unregistered groups are significantly less likely to have formal meetings with central govern-
ment officials: 67% reported meeting formally with these officials “rarely” or “never,” providing further
evidence that unregistered groups enjoy closer relations with local officials than central government
officials, who are more likely to prefer that all NGOs are registered.
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Table 2: Probit Model Results for Registration Status

Variable Model 1 Model 2
Coefficient Coefficient
(standard error) (standard error)
Environmental organization - 1.660%**
(0.429)
HIV/AIDS organization - 0.012
(0.457)
Distance from Beijing —0.12* —0.173**
(0.068) (0.075)
Organization age 0.295%* 0.141
(0.13) (0.149)
Organization size 0.125%* 0.1917%**
[budget proxy] (0.051) (0.071)
Constant —1.18%* —1.27%**
0.47) (0.507)
N 86 84
Chi* (3)17.3 (5) 27.03

Notes:
***represents p < .01; **represents p <.05; *represents p <.10; two-tailed test using Huber-White standard errors.

the other issue areas, perhaps because they are both older and boast larger
budgets.

To further explore these relationships, I estimated two statistical models. These
probit models examine the effect of several independent variables on a dichoto-
mous dependent variable (in this case, registration or non-registration). The first
model holds issue area constant and tests the relation of three variables on regis-
tration status (distance from the political centre, organization age, budget size);
the second model adds another variable, issue area. The models support the
observation drawn from interviews that the closer an organization is to Beijing,
the more likely it will be registered (indicated by the significant negative coeffi-
cient in the results), as is consistent with central government preferences. Based
upon these models, I estimated predicted probabilities for the three issue areas
to emphasize the point (see Figure 1).

The first model suggests that organization age plays an important role in pre-
dicting which groups are registered and which are not (indicated by the signifi-
cant positive coefficient). Among organizations less than four years old, 78 per
cent are unregistered. However, among groups in existence for more than four
years, unregistered status drops dramatically to 37 per cent. To illustrate this
point, I estimated predicted probabilities for groups in all three issue areas, hold-
ing distance from Beijing constant (see Figure 2).

These data offer a compelling case that the age of a group affects its regis-
tration status. Becoming registered might be part of the natural life cycle of
Chinese NGOs: as groups get older, they build up the institutional knowledge
and resources necessary to pursue registration. Alternatively, registration might
be a time-intensive process that is only completed once groups are older. But
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Figure 1: Predicted Probabilities of Registration by Distance from Beijing
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Figure 2: Predicted Probabilities of Registration by Organization Age
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these explanations are complicated by the fact that environmental groups are
older than NGOs in the other issue areas. Thus, the effect of age is driven by
the large number of older environmental groups in the survey sample.’?
Although older environmental groups are more likely to be registered, the

33 58% of environmental groups are four years old or older, while only 27% and 29% of HIV/AIDS and
gay and lesbian groups are in the same age category, respectively.
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Figure 3: Predicted Probabilities of Registration by Budget
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same does not hold true for organizations in the other issue areas: survey data
suggest that of groups four years of age or older, a greater proportion of environ-
mental organizations are registered than HIV/AIDS or gay and lesbian groups.

The models show that the size of an organization’s budget (using the number
of full-time paid staff members as a proxy) has a positive relationship with regis-
tration status. When controlling for issue area in model 2, the budget proxy had a
strong effect on registration status whereas organization age did not; the effect of
budget essentially washes out that of age. To illustrate this relationship, I esti-
mated predicted probabilities for registration by budget size (see Figure 3).34
This relationship is not entirely surprising since registration allows groups to fund-
raise more easily. Older, registered groups should be expected to have larger
budgets than younger, unregistered organizations. A less likely, though probable,
explanation is that the causal arrow points in the opposite direction: larger bud-
gets help groups become registered in the first place, allowing them to devote staff
members to the time-intensive task of obtaining legal registration.

All of these data may properly reflect the recent history of registration but may
not accurately predict the future. As groups get older, they will not necessarily
become registered. In fact, as the number of organizations increases in certain
issue areas, there is a decreasing likelihood that newer organizations will ever
be registered despite their longevity. This is best explained by revisiting the regu-
lations for social organization registration. A key article in the regulations forbids
more than one group working on the same issue in the same administrative
region.?> Therefore, among groups with a wider issue portfolio, registration is

34 Predicted probabilities for HIV/AIDS and gay groups are indistinguishable, appearing as one line in
Figure 3.

35 1In 2004, a new regulation on foundations (defined as not-for-profit NGOs that rely on foreign and dom-
estic donations for operation) relaxed this particular restriction. Leaders initially hoped to take
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easier: environmental groups work on a greater diversity of issues, allowing many
environmental groups to be registered in the same administrative region. Among
groups with a more narrow issue portfolio, registration is more difficult: HIV/
AIDS and gay and lesbian groups work on far fewer issues, making registration
of multiple organizations unlikely.

Given the high rate of unregistered NGOs and the explanations offered above,
it is clear that not all leaders are interested in becoming registered. But leaders’
willingness to stay unregistered does not alone explain why they are able to do
so. It is necessary to examine government interests in social organization
registration.

There is considerable variation of registration preferences between levels of
government. Central government attitudes are easiest to explain. The centre’s pri-
mary concern with NGOs is the threat they pose to the Party’s political mon-
opoly and it thus prefers that organizations register to keep them in check.3¢
Survey data showing higher registration rates closer to Beijing support this
characterization and the compliance of organizations with this preference.
Local governments’ interests are more complex and diverse. Moreover, political
decentralization, and the resulting co-ordination problems, has created an impor-
tant opportunity for local officials to implement the registration laws at their
leisure, only when they fit their overarching interests.3” Simply put, social organ-
ization registration is not always in the best interests of local government officials.

Registration preferences vary across issue area and locality. For instance, lea-
ders reported that governments in some provinces are more lax about registration
when groups are engaged in work that fits local interests. HIV/AIDS groups in
Yunnan report far less pressure to become registered than do environmental
groups.3® While many environmental groups are engaged in work that can inter-
fere with local governments’ economic development, HIV/AIDS groups help pro-
vide a much needed service in controlling the public health crisis without
negatively affecting economic outputs. Attention to such government preferences
should not obscure the reality that while local officials might wish to register cer-
tain organizations they do not also have the capability to do so.?® The same pre-
carious financial situation that has led many local governments to welcome

Jfootnote continued

advantage of this less restrictive regulation. However, NGOs have had a difficult time registering under
foundation regulations; most are still subject to the 1998 social organization regulations.

36 Saich, “Negotiating the state.”

37 The central government is reportedly devising a plan to create a new bureaucracy tasked with
co-ordinating, registering and controlling NGOs. An informant in Yunnan reported that local officials
have used this report to put all registrations in the province on hold until it receives “policy clarifica-
tions” from Beijing (IN28). Therefore, even when the centre attempts to create more order, the local
governments can use it to push their own interests, in this case, keeping groups unregistered.

38 IN14, 20

39 T am grateful to an anonymous reviewer for raising this point.
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NGOs might also interfere with efforts to control those they wish to register or
shut down.

In sum, when local governments are indifferent to or prefer an NGO be unre-
gistered, most groups will not register. There are three non-mutually exclusive
explanations for why local governments condone social organizations remaining
unregistered or, in some cases, even encourage them to remain unregistered. First,
the 1998 regulations make it virtually impossible for the legal registration of more
than one social organization working on the same issue. Local governments are
increasingly reliant upon NGOs to help tackle pressing social problems.*® For
local government officials interested in actually solving these problems, allowing
only registered groups to operate in their jurisdiction diminishes the number of
available “service providers” and decreases the likelihood that they will effec-
tively address problems. This proves particularly problematic for governments
dealing with HIV/AIDS, because groups all tend to work on the same issues:
HIV/AIDS education and prevention. There is a clear incentive for local govern-
ments to put aside concerns of registration status and work in co-ordination with
unregistered social organizations.

Second, unregistered groups are actually easier to control and will abide by the
wishes of the government largely because they occupy a legal grey area. As such,
they are even more dependent upon good relations than registered groups.
Moreover, some local governments fear registration because it gives social organ-
izations the opportunity to raise more funds independently and grow in size,
potentially undermining their authority.*!

The first explanation assumes that local officials are interested in solving social
problems. But in some cases, they are just interested in filling government coffers
and lining their own pockets. HIV/AIDS and gay groups are primarily funded
through schemes that filter money through the central government. When organ-
izations are not registered, funds must go through a local government agent
before reaching the social organization; when groups are registered, the economic
opportunity for local officials is eliminated. Therefore, a third explanation
suggests that there is a monetary incentive for local government officials to
work with unregistered groups or encourage them not to register in the first
place. For their part, NGOs appreciate the “easy money” available through
these funding schemes and also recognize that as the primary recipient of monies,
it is government officials who decide where funds go. If these organizations
believe local officials prefer unregistered groups, they will also have diminishing
incentives to become registered.

40 Jonathan Schwartz and Shawn Shieh, State and Society Responses to Social Welfare Needs: Serving the
People (New York: Routledge, 2009); S. Wang and B. Sun, “Zhongguo minjian zuzhi fazhan gaikuang”
(“Introduction to the development of civil organizations™), in K. Yu (eds.), Zhongguo gongmin shehui
de xingqi yu zhili de biangian (The Emergence of Civil Society and its Significance to Governance in
Reform China) (Beijing: Social Science Documents Press, 2002), pp. 234-70.

41 1IN27, 28
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Economics of Registration

To understand why some local governments do not require some organizations to
register, or encourage them to stay unregistered, it is important to understand
first how NGOs in some issue areas gain their funding. This section focuses on
HIV/AIDS and gay groups, organizations in issue areas that boast the lowest
rate of registration. In order to ensure freer movement and full co-operation
with governments, HIV/AIDS funding schemes usually employ a “filter
model” whereby international funds are directed first to the Chinese government.
Government agents, usually the Centres for Disease Control (CDC), then pass
funds to “community-based” organizations.

This distribution mechanism can be traced back to 2001 and the UK'’s
Department for International Development’s first HIV/AIDS project in
China. It has been adopted by private donors such as the Clinton Foundation
and Gates Foundation, as well as the largest single source of international fund-
ing to HIV/AIDS groups, the Global Fund. As in the original iteration of the
model, Global Fund monies are given to a “primary recipient,” the CDC.
This government agent distributes funds to local government agents, which dis-
tribute them to social organizations (“sub-recipients”). If groups are unregis-
tered, funds are held by another “sub-recipient,” a local agency or GONGO,
and then distributed to NGOs (“sub-sub-recipients” in Global Fund parlance).
Many of these groups contend that government participation has been motiv-
ated less by concerns for disease prevention and control and more by the econ-
omic opportunities presented by these funding schemes. Moreover, this
distribution model allows the government to decide who receives financial sup-
port, thereby controlling the emergence and determining the future of many
NGOs in China.

Observers believe that the government works with certain groups based upon
the perceived economic benefit they can provide. Governments prefer to
co-ordinate with one high-risk group (gay men) over others (intravenous drug
users, commercial sex workers) simply because this is where most of the inter-
national funding is going; it presents the best economic opportunity for offi-
cials.#2 In fact, some gay groups have been created at the request of
government officials for the primary purpose of “eating” HIV/AIDS funds.*3
Government agencies are so eager to collect a share of HIV/AIDS funding
that some religious affairs bureaus have begun work on AIDS projects.**

42 TN24, 25, 28, 63. No interviewee believed the government was reluctant to work with other groups
because they represent individuals who engage in illegal behaviour. They insist it is simply an issue of
economic opportunity.

43 One story widely circulated within the NGO community claims that a local CDC official in
Heilongjiang, understanding that he needed a “civil society partner” to secure HIV/AIDS funds, enlisted
his niece to start a gay men’s group (IN38).

44 This offers another example of competition for limited resources common within the Chinese govern-
ment. See Jean Oi, “Fiscal Reform and the Economic Foundations of Local State Corporatism in
China,” World Politics Vol. 45 (1992) pp. 99-124.
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A leader candidly noted that local governments are keen on HIV/AIDS projects
in Yunnan because, “[they] like getting new facilities.”*

HIV/AIDS funding schemes have also resulted in corruption.#¢ With little
oversight by the funder and government agencies serving as intermediaries,
money is often “lost along the way.”#” A former leader of a gay group in
Yunnan recalled the time his organization received new computers from its
foreign donor. Just days after unpacking them, officials from the group’s govern-
ment sponsor took the computers. When asked why, he immediately responded:
“Because the sponsor wanted nice new computers.”#8 Even more troubling was
the report by an NGO leader who claims that local government health officials
were charging 10 yuan for methadone treatments that were supposed to be free
thanks to Global Fund support.*?

By virtue of their role as financial go-between, government officials sometimes
intervene in the day-to-day operations of recipient organizations. In some cases,
this appears to have a financial motive. Concerned that there was not enough
money to go around — or enough for the government sponsor to share in the
spoils and have the group do its assigned work — a gay group leader was
instructed that his community space, which operated as a down-market tea
house, should begin to stock beer, which the government sponsor thought
would sell better and increase previously small receipts. This was in direct contra-
diction to the agreement with his international funder. But because the group’s
economic and political opportunities were dependent upon maintaining good
relations with the government first and the funder second, it acquiesced and
began to sell beer.>°

Instances of impropriety and intervention aside, the prominent government
role in dispensing funds has had some positive impacts on NGOs, HIV/AIDS
prevention, and even the gay and lesbian community in China. HIV/AIDS and
gay and lesbian groups in Sichuan report that the early entry of a UK-AIDS pro-
ject —and over £30 million that came with it — has had a lasting impact in leading
the government to be more open to NGOs in general. HIV/AIDS funds can, in
some areas, create a political as well as an economic opportunity: recipients con-
tend that without the funding, organizations would not be as plentiful nor would
they enjoy such close, positive relations with local governments.

45 IN66. The government sometimes matches international funders with agencies. In Yunnan, the US
Agency for International Development, through two separate contractors, funded two different
NGOs. In order to secure government sponsorship, one group linked up with a provincial level agency
and the other with one at the city level. This not only led to competition and overlap between the groups,
but also competition between the government agencies themselves (IN9).

46 The filter scheme requires a high number of government agencies at various be involved in dispersion.
When recipients are unregistered, another set of hands through which funds must pass is added along-
side even more opportunities for corruption.

47 IN43

48 IN13

49 INS0

50 INI3
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Survey results show that leaders who receive funds through the government
report better relations with it than those who do not. The most positive assess-
ment appears when respondents are asked to rate their relationship with the pro-
vincial government, the primary distributor of HIV/AIDS funding. Two-thirds of
NGOs receiving funds through the government characterized their relationship
with the provincial government as good or very good; less than half of organiz-
ations not receiving funds by this method responded the same way. Similar results
at local and central levels suggest an overall positive relationship between recipi-
ents and governments. There are two plausible interpretations of the data. As
most interviews suggest, groups with a priori good relationships will receive
money from the government. This explanation is more convincing when we con-
sider that some groups may have come into existence at the behest of local or
provincial governments to attract money to the area. Alternatively, when organ-
izations receive funds through the government, the relationship improves.
Regardless of which explanation is more accurate, one point cannot be overem-
phasized: the nature of this funding forces organizations to maintain good
relations with the government. They have no choice. If the relationship soured,
NGOs could lose not just a political opportunity but also their lone economic
opportunity.

In distributing international HIV/AIDS funds, the government controls the des-
tiny of the fastest growing issue area of NGOs in China, making this economic
opportunity nearly indistinguishable from a political one. Although the Global
Fund attempted to funnel 50 per cent of their round-six funds in 2006 to “civil
society,” the government’s representative agency ultimately decides which groups
receive the money. The CDC provides a list of “recommended” groups to the
Fund. In theory, the Fund has the final say over recipients, but its China represen-
tative admits that there are few changes between the government’s recommended
list and eventual recipients. Moreover, although the Fund provided its own defi-
nition of civil society organizations, it was unacceptable to the CDC and was rede-
fined to reflect the government’s interests.’! The new definition was broader,
leading to distribution at odds with the Fund’s professed goals of growing civil
society. Of the 50 per cent of funds directed to civil society groups, 15 per cent
is earmarked for NGOs, 20 per cent for GONGOs, and the remainder for research
institutions that are usually government-affiliated. This has led some to question
the independence of groups receiving HIV/AIDS monies.

The interstate nature of the Global Fund also limits the degree to which it
can try to influence the Chinese government. At a November 2007 meeting of
the Fund in Kunming, an NGO leader argued that despite receiving some
resources, groups he calls “true grassroots organizations” are unable to play
their intended role.32 In an attempt at transnational advocacy networking, he
implored the Fund to pressure the government to include more fruly independent

51 INS53
52 IN52
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NGOs.?3 The Global Fund’s chairman replied that while he was sympathetic,
because the Fund is “country-led” and relies on strong partnerships with the gov-
ernments of those countries in which it operates, it “will not impose or pressure
governments to do one thing or another.”>* He was emphatic that the Fund
“must work within the framework of existing national laws and will not do any-
thing to oppose it.”>>

According to one donor representative, this filtering scheme is intended to
increase the capacity of local communities.>® But among leaders who are finan-
cial beneficiaries of the scheme, there is wide recognition that the model is not
well suited to achieve that goal. They are also keenly aware that the provincial
and local governments prefer the model: government control of groups is helped
by infrequent registration and the funding structure that gives groups a disincen-
tive to register in the first place.

According to the survey, the vast majority of HIV/AIDS and gay men’s organ-
izations, both of which rely heavily on Global Fund and other HIV/AIDS-related
monies, are unregistered. One of the perceived advantages of Global Fund money
is that recipients do not have to be registered; this provides welcome economic
opportunities for unregistered groups.’’” Although the central government
encourages the registration of social organizations in order to keep closer tabs
on them, provincial and local governments have different preferences.

As evidence of these preferences, few unregistered organizations report
pressure by local and provincial governments to be registered. In Yunnan and
Guangxi provinces, for example, government agencies rarely encourage regis-
tration.>® Some governments rationalize this by claiming that if they have a tie
to the group through a funding mechanism, registration is extraneous; others
simply claim ignorance about the process.>® NGO leaders have a different expla-
nation. They contend that local governments have little incentive to ensure that
groups are registered.°© Because the government chooses recipients for the
main HIV/AIDS funding scheme, it maintains more control over them.

53 Margaret Keck and Kathryn Sikkink, Activists beyond Borders (Ithaca, NY: Cornell University Press,
1998).

54 Concerns about the lack of independence among recipients and corruption among lower-level govern-
ment officials reached a head in 2010 when the Global Fund suspended the monies bound for China in
May 2011. The suspension was lifted four months later when the Chinese government agreed to make
changes. However, no details of changes have been released to the public. “Global Fund lifts China
grant freeze,” Associated Press, 23 August 2011.

55 There is a meme among domestic NGOs that INGOs — particularly those where the government plays
an important role — are too concerned about the government relations at their expense. An HIV/AIDS
leader from Henan complained that on a recent visit by UNAIDS chief Peter Piet no NGOs were invited
to participate (IN54). Although she partly blames the provincial government for the oversight, she
believes the international organizations could go further in insisting that NGOs play a more prominent
role in the province’s battle against HIV/AIDS.

56 IN25

57 IN9

58 IN20

59 1IN9, 24, 33
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If organizations register, they gain financial independence to pursue funding
options outside Global Fund and other government-administered funding, elim-
inating the need for a government intermediary. More funding opportunities for
organizations can translate into fewer opportunities for government control and
intervention in the lives of these groups; it might also limit the opportunities for
government agencies to share in the spoils of funding.

While registration is the best long-term solution for ensuring the sustainability
of these groups, the relative ease of collecting Global Fund support presents a
perverse incentive for organizations to stay unregistered: by registering, they
increase their long-term ability to secure new funds, but run the risk of upsetting
their relationship with local government officials (who prefer they stay unregis-
tered) and losing their short-term economic windfall.®! A group in rural
Yunnan, upon the suggestion of its INGO partner, successfully registered and
received legal NGO status in 2003, one of the earliest of HIV/AIDS groups to
do so. This independence led to a deterioration of its previously close relationship
with the government; it lost out on Global Fund monies, which most other HIV/
AIDS and gay groups in the province enjoy.®> Thus, for some NGOs, operating
unregistered but in co-operation with the government may be the most efficient
way to collect funds in China.

For unregistered social organizations, this short-term incentive has long-term
consequences: by accepting some international funds, like those provided by
the Global Fund, many have entered into a Faustian bargain. In the short
term, they secure funds with little effort. But the long-term costs could be debil-
itating: groups are not only reliant on one funding source and vulnerable to col-
lapse when they lose it, but they are also too reliant upon the goodwill of the
government. Of course, this double-edged deal might be a group’s only option.
Even if they chose to forego these government-tied funds and attempt to become
registered, they are unlikely to succeed because of the regulation registration lim-
iting each administrative region to one registered group working in a given area.
A greater irony is that even if local government officials opted to ignore the econ-
omic and political incentives addressed above and encourage these NGOs to be
registered, this same restriction would stymie their plans as well.

Conclusion

A large proportion of Chinese NGOs operate unregistered. But these organiz-
ations have not necessarily failed in their efforts to become legally registered.
Staying unregistered is sometimes necessary to take advantage of limited political
and economic opportunities. This article has shown that NGO registration is clo-
sely tied to the interests of local governments, which vary across issue area and

61 IN24
62 IN28
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geographic region and can be in frequent flux. In this respect, a// social organiz-
ations, irrespective of registration status, are ultimately circumscribed by the gov-
ernment. While registered groups enjoy some autonomy and more fundraising
opportunities, they must still abide by strict criteria. Unregistered groups save
the effort of registration but are also more tightly tied to the state and therefore
restricted in a different, informal way.

The issue of social organization registration provides a good example of how
the nature of political and economic opportunities in China puts social actors
in an untenable position. The current incentive structure has given local govern-
ments a reason to allow unregistered groups to exist in the short term, but over
the long term the position of these groups might not be secure. Without regis-
tration, fundraising is difficult. But becoming registered is not always a choice;
even if groups can fit the strict criteria, if it is against the wishes of the local gov-
ernment they will not become registered, for that would sacrifice their immediate
and very important political opportunity.

More generally, this article shows how centre—local relations have complicated
state—society relations in China. On the one hand, it demonstrates that the most
direct mechanism for controlling the growth of NGOs is not as effective as the
central government might have hoped. The number of unregistered groups
remains high and continues to grow. Thus, requiring groups to register does
not mean they cannot exist without doing so. To this extent, the central govern-
ment’s efforts have been undermined by strong and sometimes contrary political
and economic interests at the local level. Because of decentralization, and the
increased autonomy and responsibility of local government, unregistered organ-
izations can exist provided they serve local interests. What is more, the economics
of registration — manifested in the way that HIV/AIDS and gay groups are
funded — create an incentive for local government officials to keep these groups
unregistered.

On the other hand, all NGOs, registered or not, maintain a precarious exist-
ence. Unregistered groups are not controlled institutionally or formally, but
work at the pleasure of the government. Here the economics and politics of regis-
tration are deeply intertwined. Because of how of they are funded, most HIV/
AIDS and gay organizations are tied to local governments, even without the for-
mal management mechanism that the central government has put into place. In
other words, unregistered groups are not working in the shadows. They are not
engaged in provocative, subversive activities. They are just as circumscribed, if
not more so, than registered organizations.

However, registered groups do not enjoy total autonomy either. If they fall out
of favour with the state, they too might suffer. Despite some advantages, regis-
tration cannot inoculate NGOs from government interference or repression.
Registered organizations report instances of strong negative state response
when their activities work against government interests, particularly at the
local level. For example, a registered environmental NGO in Yunnan province
has been under close scrutiny for its anti-dam activities; its leaders have been
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placed under a travel ban and the organization repeatedly threatened with having
its registration status rescinded.®?

Assumptions about registration preferences are turned on their head. Not only
do groups not always desire it but governments would sometimes prefer groups
not to be registered, so whether an organization is registered might not matter
much at all. This article makes clear that the “choice” to become registered is
rarely such. It is highly constrained both by the structure of the registration regu-
lation and, even more importantly, the preferences of local government. Both
registered and unregistered groups are in an untenable position and, irrespective
of registration status, the result is the same: organizations are controlled, making
a more independent future unlikely. While the central government’s attempt to
manage social organizations has not been effective, its overall goals of constrain-
ing these groups by closely tying them to the state has been largely achieved, and
just not in the manner originally intended. Even if Beijing strengthens the regis-
tration law, it is unlikely to have much of an effect so long as local government
has control over its implementation. Likewise, the life of social organizations is
unlikely to change substantially while the situation at the local level remains
the same.

63 Given that registration is administered by MoCA at the central level, it is unlikely that the local govern-
ment alone has the power to strip an NGO of its registration.
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