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“Politics has no relation to morals.”
Machiavelli (1513)

1. Introduction

The state exploits its monopolistic use of violence to maintain social order (Hobbs, 1651;
Weber, 1919), which safeguards local peace and prosperity (North et al., 2013). During the
process, virtuous politicians are deemed desirable public servants compared to their greedy and
corrupt colleagues (Montesquieu, 1748). Ironically, social order does not necessarily follow
after virtuous politicians replace tainted ones. For instance, when Javier Duarte de Ochoa, the
notorious governor of Veracruz in Mexico, was arrested for hiding drug trafficking crimes, his
successor Miguel Ángel Yunes vowed to restore security. However, Yunes only witnessed a
new wave of violence prompted by local cartel wars (InSight Crime, 2017). This pattern of a
violent reconfiguration following rectifying administrative changes recurs around the globe,
from post-Marcos Philippines (Richter, 1987), to post-Saddam Iraq (Fontan, 2008) and postGaddafi Libya (Moore, 2015). The prevalence thus questions the link between politicians’
qualities and social order: does replacing bad politicians with good ones necessarily promote
social order? If not, why? This paper studies these questions in the context of organized
violence dynamics before and after China’s anti-corruption campaign began in 2013 – one of
the country’s largest campaigns that systematically removed tainted politicians at all levels.
We argue that the key to answering these questions is that a bad politician – whom we refer
to as a godfather – may peacefully arbitrate otherwise violent disputes among organized
criminals, while a good politician cannot. We first build a theoretical framework to show that
an arbitration process can be incentive compatible for all participants: corrupt politicians
receive bribes and prevent pervasive local violence, while organized criminals get access to
peaceful arbitration and have fewer survival concerns under the patronage of local officials.
Local peace and order are maintained as long as the bribe-receiving, conflict-arbitrating
godfathers are in office. However, if the arbitrators are removed, organized criminals must
resolve their conflicts via their outside option: violence. Therefore, we predict surges in local
violent crimes after the arbitrating local godfathers are systematically removed.
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We utilize a unique natural experiment – China’s ongoing anti-corruption campaign – to
validate our theory. The campaign has operated at an unprecedented scale since its inception in
2013. According to the Communist Party’s Commission for Discipline Inspection of the
Central Committee, an average of 228,000 officials were investigated as part of the campaign
during 2012-2015, which marks a 70% increase from 2010 to 2011, while most of these
investigations took place at the local level.1
Against this background, we construct a database of all criminal cases from China
Judgments Online, a government website that publishes official judicial documents covering
more than 9 million criminal cases. The database contains a total of 456 organized crime cases
from 1990 to 2018, 215 of which involve organized violence.2 We collect explicit mentions of
collusion with local officials in the judicial documents to cross-compare them with the anticorruption records, which allows us to use a difference-in-differences (DID) approach to
identify the impacts of removing corrupt officials on local violence. Specifically, we expect
that large-scale eradication of corrupt local officials should lead to increased organized
violence after the campaign, and more so in regions where local officials collude with organized
criminals (treatment group) than in regions where they do not (control group).
Our baseline DID results demonstrate that more organized violence is triggered after
corrupt officials are removed: the incidents of organized violence increased by an additional
12% in treatment regions relative to control regions. The violence surge remains significant
when we replace the inception time of anti-corruption campaigns with the number of officials’
direct superiors that were investigated: a metric of the attention that central investigators paid
to specific regions.
Next, we address three alternative explanations of our baseline results. First, we show that
the observed surge in violence correctly reflects increases in actual violent incidents. In
particular, the surge is not due to the cover-up of corrupt officials before the campaign or to the
intensified monitoring that reveals more cases after the campaign. Second, we show that the
observed violence surge cannot be attributed to changes in governance efficacy: it is not the

1

The data is available from the annual reports of the Central Commission for Discipline Inspection. See:
http://www.ccdi.gov.cn/xxgk/hyzl/.
2 We provide a detailed description of our data collection process in the Appendix.
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result of government failures that lead to the widespread increase in all types of crimes,
including violent ones, or the muscle-flexing of newly arrived leaders. Third, we rule out the
possibility that the surge in violence results from conflicts among gangsters. In short, the
arbitration story remains robust.
This paper makes three contributions to the literature. First, we advance the social order
literature pioneered by North (1990). While this rich literature has discussed the distortions of
corruption (e.g., Vishny and Shleifer, 1993; Frye and Shleifer, 1997; Djankov et al., 2002),
which justifies anti-corruption initiatives,3 this paper highlights the other side of the story –
the ironic role of corruption in shaping local stability: corrupt officials may maintain peace and
order to preserve their personal interests.4 To the best of our knowledge, our paper is the first
to theoretically and empirically explore politicians’ roles in arbitrating disputes among local
outlaws. We provide an illustrative example of North et al.’s theory (2009, 2013) of how tainted
politicians can, somewhat counterintuitively, maintain social order in an environment with
incomplete institutions. In this regard, we also echo theoretically with Olson (2003) and
Acemoglu (2003) regarding the role of tainted rulers as stationary bandits to preserve social
stability, and empirically with evidence from resource-rich countries such as the Democratic
Republic of the Congo that armed groups protect local regions in exchange for rents (Sánchez
De La Sierra, 2020). Compared with previous studies, we highlight that removing the enforcers
of order can undermine the social order.
Second, we speak directly to studies of organized violence. A growing stream of literature
has recently begun to highlight the influence of organized violence on local politics, including
funding elections (Feo and De Luca, 2017; Daniele and Dipoppa, 2017), engaging in preelection violence (Daxecker and Prins, 2016; Carreri and Dube, 2017; Alesina et al., 2018), and
substituting for weak governments (Acemoglu et al., 2020). Few studies, however, have
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For instance, corrupt officials may redistribute resources for rent-seeking purposes, which can generate distortions in
efficiency (Djankov et al., 2002; Murphy et al., 1993) and hinder economic development (Della and Vannucci, 1999; Mazzitelli,
2007). In some cases, rampant corruption erodes law and order of the entire society (Frye and Shleifer, 1997). This justifies
the need for anti-corruption initiatives to rejuvenate the local community (Richter, 1987; Thomas and Galligan, 2011).
4 Real-life cases of stationary bandits abound. For instance, cocaine traders and human traffickers in Guinea Bissau bribed the
state and legislature to facilitate their business (Mazzitelli, 2007). Similarly, Sicilian mafias in the 1980s colluded with local
politicians in exchange for protection (Della and Vannucci, 1999). In China, such bribe-receiving officials are called “umbrellas”
for local mafias: in the province of Hainan alone, more than 746 officials have been charged with umbrella-related activities
since 2018. For more details, see: http://politics.people.com.cn/n1/2020/0821/c1001-31830916.html
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explored the other side of the coin – how political changes affect organized crime. Our paper
is the first to validate local politicians’ roles as third-party arbitrators,5 while previous studies
have analyzed non-state arbitrating powers, such as neighboring mafias or local tycoons
(Anderson, 1995; Atkeson, 2017; Marco and Mastrorocco, 2020). Within the discussion of
institutional influence, the paper closest to ours is Dell (2015), who discusses the increased
rival trafficker violence in Mexico after the government cracked down on incumbent criminals.
We complement this paper by pointing to the shared violent reconfiguration after policies that
eradicate incumbent corrupt politicians who served as arbitrators instead of incumbent
criminals.
Lastly, the paper advances our understanding of the unintended consequences of wellintentioned policies and the follow-up remedies that may be required to address these effects.
For instance, Chimeli and Soares (2017) discuss the impacts of a well-intended policy to
deprive illegal markets that leads to unexpected local violence; Che et al. (2019) discuss the
potential of rampant corruption after eradicating criminal immunity of high-ranked leaders.6
Within the scope of anti-corruption campaigns, while many papers have recorded the benefits
of such campaigns, including increased corporate R&D investments, fairer business and
production environments, and increased local income (Wu and Zhu, 2011; Xu and Yano, 2016;
Cao et al., 2018; Xu, 2018; Xu et al., 2021), this paper points to an overlooked outcome after
the eradication of corrupt officials – a surge in local violence. 7 As a remedy, the Chinese
central government announced the launch of an anti-organized-violence campaign in early
2018, the fourth year of its ongoing anti-corruption campaign.
The rest of the paper is organized as follows. Section 2 provides an overview of the
background of our study. Section 3 introduces our theoretical framework. Section 4 describes
5

Several prior studies touch on the relationship between mafias and the state. For instance, Barnes (2017) argues that
collaborative relationships between local armed groups and the government are increasingly common. In addition to defining
“confrontation” and “alliance” relationships between mafias and governments, Barnes describes how local governments can
serve as arbitrators. Kugler (2005) found that more law enforcement leads to more corruption. Furthermore, Wedeman (2013)
shows that local mafias may buy off local officials to evade illegal income.
6 More broadly, social unrest often follows irregular power transitions, such as in post-Saddam Iraq after the Iraq War (Barakat,
2005; Fontan, 2008), in the post-Marcos Philippines after Marcos stepped down due to corruption scandals (Richter, 1987;
Thomas and Galligan, 2011), and in post-Gaddafi Libya (Moore, 2015).
7 This is in contrast to the conventional wisdom, which suggests a strategic substitution between the two tasks where resources
are limited (e.g., Holmstrom and Milgrom, 1991), i.e., the ruler may increase either the intensity of the anti-corruption
campaign or the career rewards/punishment in order to achieve a particular policy objective. However, when local power
dynamics are considered, launching an anti-corruption campaign necessarily replaces some corrupt officers (who also helped
maintain the local peace as arbitrators) with good ones. Thus violence becomes the only way for gangsters to resolve conflicts,
which may ultimately require another campaign to address this problem.
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the data and empirical strategies. Section 5 provides the results, and Section 6 rules out
alternative explanations. Section 7 concludes.

2. Background

In this section, we first outline the background of organized crime in China and explain why
local politicians have incentives to collude with local gangsters. We then briefly introduce
China's anti-corruption campaign, which systematically removes tainted politicians. Lastly, to
motivate our analysis, we provide suggestive evidence of the violence surge after the anticorruption campaign.

2.1 Local Politicians and Organized Crime in China

Criminal organizations, which we refer to as gangs or mafias interchangeably, consist of
individuals who organize to conduct various illegal activities, including violence, property
infringement, kidnapping, drug dealing, and gambling. Some of these activities can be very
violent and often involve group fights with knives, axes, or bare fists (see Appendix Figure A1
for illustrations of commonly used weapons). A frequent source of organized violence is the
disputes between different crime organizations. Since they are rarely resolved formally in the
courts, such disputes often lead to gang fights, triggering chaos and threatening social stability.
Meanwhile, social stability is a key performance indicator for local officials. 8 A
breakdown in such stability – usually in the form of social unrest or the presence of local
violence – can signal the end of a local official’s political career. Therefore, if local politicians
collude with gangsters, they can kill two birds with one stone: first, the collusion allows
politicians to arbitrate conflicts among gangsters peacefully, thus maintaining local stability;
second, the corrupt politicians receive sizable bribes for their service. The judicial documents
of indicted officials record and describe officials’ collusion behaviors as “serving as protective
umbrellas for local gangsters.” For instance, officials and police officers in Huizhou in
8

See: http://www.gov.cn/xinwen/2019-04/21/content_5384955.htm.
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Guangdong Province were found mediating local gangster disputes, for which they received
bribes of more than 500,000 RMB (76,870 USD) (People’s Daily Online, 2018).9 Moreover,
the standing committee member of Rucheng County in Hunan Province was found colluding
with and providing protection for local gangs, while the gangs paid monthly protection fees of
more than 30,000 RMB (4,600 USD) to the local police (Judgment Document Online, 2017).10
In general, the “umbrellas” protect gangsters’ casinos and brothels, arbitrate conflicts, and bail
them out if local police arrest them.

2.2 The Anti-corruption Campaign

China launched a nationwide anti-corruption campaign of unprecedented scale after the Party’s
18th National Congress in late 2012. The campaign sought to hold corrupt officials at all levels
accountable – what the government described as “crack[ing] down on tigers and flies.” The
highly efficient campaign led to an annual average of 228,000 officials investigated from 2012
to 2015, representing a 70% increase from the year before the campaign began. By the end of
2015, more than 100,000 individuals (mostly local officials) had been indicted for corruption
(Economist, 2015). In addition to the wide range of indictments, the campaign featured high
persistence. The Investigation Committee often adopts a circumvented approach, in which local
investigations consist of several iterations and random recurrence. For instance, the Central
Inspection Group conducted spot-check revisits to four provinces in 2016, leading to dozens
of officials' indictments. 11 The persistence of the campaign has generated strong deterrent
effects: even officials not under investigation have opted to self-report their wrongdoings to
the Investigation Committees. 12 In short, the anti-corruption campaign not only eradicated
several corrupt officials; it also changed the ruling pattern of uninvestigated officials.

9

See: http://fanfu.people.com.cn/n1/2018/1011/c64371-30333802.html
http://wenshu.court.gov.cn/website/wenshu/181107ANFZ0BXSK4/index.html?docId=aa862c3a15284a6697d8a82a00cc6f
91
11 https://news.china.com/domesticgd/10000159/20160525/22730592.html
12 For instance, local officials may consult the disciplinary committee on the required code of conduct or even offer kickbacks
to the committee to avoid potential indictment. See: http://fanfu.people.com.cn/n/2014/0108/c64371-24062710.html
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2.3 Post-campaign Violence

Conventional wisdom suggests cracking down on corrupt officials should constitute a public
good and rejuvenate local communities. However, after the anti-corruption campaigns, a surge
in organized violence was witnessed nationwide. Figure 1 illustrates a significant increase in
the number of criminal cases related to organized violence (and in the number of arrested
individuals) after the anti-corruption campaign. The surge in violence persisted for years and
eventually attracted top-level attention. On January 24, 2018, the Party’s Central Committee
and the State Council announced the launch of the nationwide Special Criminal Syndicate
Combat, a three-year campaign designed to eradicate local gangsters and violence, on top of
the continued anti-corruption campaign. The announcement highlighted that “the crackdown
upon organized crime shall be combined with corruption combat and basic-level fly-swatting”
(State Council, 2018), which implied the link between the anti-corruption campaigns targeting
local politicians and the uptick in local violence.13 However, several puzzles remain. Was the
surge in violence after the launch of the anti-corruption campaign a systematic phenomenon?
If it was, why did the campaign lead to such a surge? The following section introduces a
theoretical framework to analyze these puzzles.

3. Theoretical Framework

In this section, we analyze the interactions between local politicians and local gangsters and
investigate how a shock that removed corrupt politicians may lead to a violence surge. The
analysis proceeds in three parts. Section 3.1 details the conditions under which inter-gang
negotiations fail to resolve conflicts peacefully, and thus require external arbitration. Section
3.2 shows how a self-enforcing arrangement can be implemented in which a local politician
peacefully arbitrates gangster conflicts and secures local stability. In Section 3.3, we generate
testable predictions about a scenario in which a shock – such as the anti-corruption campaign
– systematically removes such arbitrating politicians.
13

Appendix Figure A2 includes examples of posted slogans in the streets supporting the anti-corruption campaign.
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3.1 Inter-gang Negotiations without Politicians

Consider two local gangs, A and B, with a (normalized) power structure (𝑥, 1 − 𝑥), where
0 < 𝑥 < 1 indicates the relative power distribution. We interpret the sizes of gangs broadly,
from individual criminals to large-sized crime syndicates. There is an indivisible resource of
value 𝑅 (e.g., gold mines, oil rigs, ports, poppy fields) that de jure belongs to either A or B by
default.14 For instance, a gold mine may be discovered closer to the base of one of the gangs.
Without loss of generality, we assume that the default ownership falls on A. However, without
credible enforcement of such ownership, gangs may fight over the asset; the winner gets de
facto ownership. Gang A wins the fight with probability 𝑥, and B, (1 − 𝑥). The fight incurs a
cost of 𝐾 ≥ 0 for both gangs. Moreover, the government will catch them fighting with a
probability of 0 < 𝑞 < 1 and confiscate all resource benefits. Consequently, the expected
payoffs of a fight are as follows:
A: (1 − 𝑞)𝑥𝑅 − 𝐾 = 𝑈𝐴
B: (1 − 𝑞)(1 − 𝑥)𝑅 − 𝐾 = 𝑈𝐵
When 𝑚𝑎𝑥{(1 − 𝑞)𝑥𝑅, (1 − 𝑞)(1 − 𝑥)𝑅} = 𝐾 ≤ 𝐾, the high cost of conflicts prohibits
any violence. In the following analysis, we assume that the costs are relatively small relative
to the potential gains, so the standalone cost of conflicts is insufficient to prevent violence.
ASSUMPTION 1. 𝐾 < 𝐾.
Under Assumption 1, the above conflict payoffs are always feasible, with violence as an
outside option. Alternatively, the two gangs may attempt to resolve the conflict peacefully.
However, the indivisibility of the asset introduces a liquidity problem to such a peaceful transfer.
Furthermore, the lack of external enforcement often makes it difficult for gangs to borrow.
Facing liquidity constraints, (monetary) transfers in negotiations are sometimes impossible. We,
therefore, assume that each gang has a liquidity constraint of 𝑀 ≥ 0: no transfer can exceed

14

The setup of fighting over the resource with default ownership is well-founded in the literature. For instance, mafias in Los
Angeles have their own turfs and strong control deep within these areas. Conflicts often occur along boundaries where default
ownership exists but can be fought over (Brantingham et al., 2012).
9

the upper bound of 𝑀, which leads to the following simple lemma:

LEMMA 1. When 𝑀 < 𝑅 = 𝑚𝑖𝑛{𝑈𝐴 , 𝑈𝐵 }, gangs always resolve conflicts with violence.
PROOF. See Appendix.

Lemma 1 emphasizes that when the rents from the resource are significantly higher than
the gangsters’ liquidity constraint, peaceful negotiations break down due to insufficient funds
to complete the transfer. When the negotiations fail, gangs resolve the conflict by force.
Furthermore, such violent conflicts continue despite possible administrative punishments when
the potential payoffs are significant. To summarize, the failure of inter-gang negotiations comes
from liquidity constraints that prevent Pareto-improving transfers. Echoing the literature,
violence is the only way to resolve conflicts without such transfers (e.g., Saunders, 2010; Allen,
2016).

3.2 Local Politicians as Arbitrators

Now consider that a higher-level government has appointed a local politician to oversee local
stability. As illustrated in Section 2, the politician has access to state apparatus and thus can
crack down on any violent fights among local gangs at a lower cost 𝛽𝐾, 0 < 𝛽 < 1, and
confiscate the asset. However, the local politician has neither the time nor the ability to oversee
the resource or put it to profitable use. We assume that a corrupt politician exploits the
confiscated asset for personal use, at value 𝛼𝑅, 0 < 𝛼 < 1 . Such misbehavior may be
discovered by the superior government with probability 0 < 𝑝 < 1.
Alternatively, the corrupt politician may utilize its might to ask for a protection fee, 𝑟, and
to arbitrate resource allocation – that is, to ensure that the challenge from the other gang is
never successful. The protection fee, as part of the corruption deal, is also subject to central
investigation, with the same probability 𝑝 . As highlighted in Section 2.2, the central
government monitors local governance performance – particularly local stability. A failure to
deliver local stability would be detrimental to the official’s career prospects. We denote the
10

official’s punishment for local violence, once observed by the superior government (with
probability 𝑞), as −𝑉 < 0.
In this environment, will gangs consult the local politician for arbitration? To answer this
question, we establish the existence of a self-enforcing arbitration arrangement between the
politician and gangs (Proposition 1), and show that such an arrangement can be preferred by
the gangs (Proposition 2) over direct conflicts. In the self-enforcing arbitration arrangement,
the politician commits to utilizing state power to repress B if B challenges A’s ownership of
the asset; A pays rent 𝑟 to the politician, and B chooses not to challenge A.

PROPOSITION 1. A self-enforcing arbitration arrangement exists when [1 − 𝑝 − (1 −
𝛽𝐾−𝑞𝑉

𝑞)𝑥]𝑅 + 𝐾 ≥ 𝑚𝑎𝑥{𝛼𝑅, (1−𝑝)𝑞 }, and the optimal rent 𝑟 ∗ = (1 − 𝑝)𝑅 − 𝑈𝐴 .
PROOF. See Appendix.

The intuition that the local politician arbitrates conflicts is based on two assumptions. First,
self-exploitation of the resource is not sufficiently profitable. Second, gang violence is
detrimental to the politician’s career. Moreover, the arbitration contract is more likely to be
self-enforcing when the punishment for corruption ( 𝑉 ) is severe and when the cost of
interference (𝛽 ) is low. These two conditions are due to the non-existence of a credible
commitment. In particular, greater state power (a smaller 𝛽) also facilitates collusion since
suppression becomes less costly: Even when state power is overwhelming (𝛽 = 0), it may still
be in the official’s interest to arbitrate, as long as self-exploitation is inefficient and the
punishment for observed violence would be severe.
Given that a self-enforcing arbitration contract exists, the remaining question is whether
the bribe in such a contract is easier to achieve under the same liquidity constraint and is thus
preferred by a financially constrained gang. The following proposition addresses this issue:

PROPOSITION 2. When 𝑅 < 𝑀, the arbitrator contract is preferred if 𝛼 ≤

𝑟∗
𝑅

and 𝑉 ≥

that is, if there are few incentives to prey and the punishment for instability is harsh.
PROOF. See Appendix.
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𝛽𝐾
𝑞

,

Proposition 2 shows that an arbitrator contract exists and is preferred by the gangs when the
arbitrator has a limited ability to appropriate the asset, and when the accrued violence is
detrimental to the arbitrator – both conditions are well-satisfied when local politicians serve
the roles of the arbitrator. Therefore, allowing politicians to arbitrate provides greater stability
on average; conversely, their systematic removal increases levels of local violence. In the
following section, we provide testable predictions of systematically removing arbitrating
politicians in the context of anti-corruption campaigns.

3.3 Testable Predictions

As shown in Proposition 1, when a higher level of government increases the investigation
intensity 𝑝 through political turnovers that remove corrupt officials via an anti-corruption
campaign, this has at least two impacts on local politicians. First, more corrupt arbitrating
officials are eradicated and replaced. Second, the arbitrator contract becomes infeasible in
certain regions – i.e., more local officials switch their governing mode from an arbitrating
godfather to a non-corrupt politician. Both impacts break down the peaceful resolution of local
gangster conflicts, which leaves violent solutions as the only outlet. Therefore, we predict that
more local violence will be observed after anti-corruption campaigns.15

4. Data

The data falls into three categories. First, we collect data on organized violence as our main
dependent variable. Second, we gather data on local politicians – whether they were indicted
for corruption and, if so, when they were fired – as our independent variables. Lastly, we collect
information on non-violent crimes and local socioeconomic conditions, among others, as
15

In addition to the post-campaign surge in violence, the model also speaks to the regional heterogeneity of the violence surge,
which anticipates more violence where rent-seeking opportunities abound (𝑅 is higher), which echoes prior studies that
connect resources to the rise of the mafia (e.g., Buonanno, 2015), the prevalence of violence in African mines (Berman et al.,
2017), and armed groups in South Asia (Staniland, 2012). Conversely, worsened outside options (e.g., in deteriorating areas)
lower the opportunity costs of fighting, which leads to more violence.
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controls, and for our robustness checks.

4.1 Organized Violence

To study the interactions between politicians and gangsters, we built a unique database of
organized crime cases using data from China Judgments Online, a government website that
publishes all official judicial documents from courts at all levels.16 By early 2021, the website
contained approximately 115 million documents, 9 million of which were related to criminal
cases. We used this data to construct a database of organized crimes prosecuted during our
study period (2013-2017). Of the criminal cases, we identified 456 that involve crime
organizations: they explicitly mention “gang” (heishehui) or “organized crime” (youzuzhi
fanzui). For the 456 cases, we manually read the judicial documents to identify whether the
criminals colluded with local politicians. 17 We further narrowed our sample to those that
involved violent incidents: we assigned research assistants to manually read the cases and
identify the years in which organized violence was involved. 18 Our dependent variable,
Violence, is coded 1 if the phrase “gang fight” appears, and 0 otherwise. Our final sample
contains 215 cases that involve gang fights.19 We also collected additional information from
the judicial documents, such as the number of individuals involved in the crimes and the length
of the documents, for robustness checks.

4.2 Local Politicians and the Anti-corruption Campaign

16

The juridical documents may exhibit selection bias subject to censorship; thus, the publicly available documents may only
represent a subset of all documents. However, this concern is of limited significance in China, since gangster cases are usually
not subject to censorship (Chen and Li, 2020). Appendix B details how the database was constructed.
17 The descriptions of such collusions include keywords such as “protective umbrella (baohusan)”, “illegal protection (feifa
baohu)”, “rope (lalong)”, and “collude (goujie)”. Some may worry that the judicial documents may not reveal complete
information concerning politicians’ collusion. We address this issue in Section 5.
18 We assign two groups of research assistants to code the cases independently. Normally, the document will explicate a gang
fight when there is one. When the documents have ambiguous mentions, or the two groups of research assistants have
conflicting entries, we read the document to confirm the coding.
19 There are close to 3,000 counties in China, with only 456 gangs in the database. Some may worry that there exists
geographic patterns concerning the concentration of organized crimes. Appendix Table A1 reports the results of a balance test
to demonstrate that there are no systematic differences between counties with and without recorded gangster activities.
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To explore the possible interactions between politicians and gangs, we collect information on
county-, prefecture-, and province-level party secretaries. These data mainly come from three
sources: (1) CNRDS (Chinese Research Data Services Platform), (2) Baidu Baike, and (3)
People.com.cn, which are widely used data sources in the literature (Chen and Kung, 2016;
Landry et al., 2017; Jiang, 2018).20 Furthermore, we collect data on the impacts of the anticorruption campaign, measured by the year of the first inspection in each province by the
Central Commission for Discipline Inspection (CCDI).

4.3 Other Variables

Non-violent Crimes. The interactions between local politicians and gangsters may not be
restricted to violent conflicts. To explore the anti-corruption campaign’s impact on other types
of crimes, we collect information on non-violent organized crimes from China Judgments
Online, including property infringement, kidnapping, prostitution, drugs, and gambling. These
non-violent crimes tend to involve illegal transactions between individual criminals or between
individual criminals and citizens. Therefore, there is less need for organization-level arbitration.
Appendix A details how we identified these cases.
Socioeconomic Conditions. Local socioeconomic conditions can influence both the intensity
of anti-corruption campaigns and the interactions between local politicians and gangsters.
Therefore we collect key measures of local socioeconomic development such as GDP,
population, fixed asset investments, foreign direct investment (FDI), fiscal income, and
expenditure from statistical yearbooks.
Table 1 provides a descriptive summary of the variables.

5. Empirical Strategy and Results

CNRDS provides systematic records of politicians’ basic information and career paths. We supplement the CNRDS data
with information from Baidu Baike and People.com.cn where the information is incomplete. Using three sources allows us to
cross-validate the records. For instance, we randomly select 50 county party secretaries and compare the information across
the three sources, and find that the results are consistent in all three sources.
14
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5.1 Main Results

We use a DID approach to investigate the dynamics of organized violence. As suggested in the
theoretical framework, an anti-corruption campaign causes many corrupt officials who also
served as arbitrators of gangster conflicts to be removed. Without peaceful means of arbitration,
local gangsters are more likely to resort to violence. However, in regions without exposed
corrupt officials, an anti-corruption campaign should not affect either the officials or organized
violence. Thus, comparing the intensity of violence before and after the campaign in regions
where local officials colluded with gangsters (treatment group) with those in which they did
not (control group) allows us to identify the impact of the anti-corruption campaign on local
organized violence. Our baseline specification is as follows:
𝑉𝑖𝑜𝑙𝑒𝑛𝑐𝑒𝑖,𝑐,𝑡 = 𝛼 + 𝛽𝑃𝑜𝑠𝑡𝑡 × 𝐶𝑜𝑙𝑙𝑢𝑠𝑖𝑜𝑛𝑖 + 𝛾𝑋𝑐,𝑡 + 𝜀𝑖,𝑐,𝑡 (1)
Our dependent variable is 𝑉𝑖𝑜𝑙𝑒𝑛𝑐𝑒𝑖,𝑐,𝑡 , which equals 1 if gang i in county c in year t is
involved in organized violence, and 0 otherwise. Our explanatory variable is the interaction of
two dummies. The first dummy variable, 𝑃𝑜𝑠𝑡𝑡 , takes a value of 1 after 2013 when the
campaign began. The second dummy, 𝐶𝑜𝑙𝑙𝑢𝑠𝑖𝑜𝑛𝑖 , is an indicator of collusion between the
gang and local officials: it takes a value of 1 if such collusion was found before the anticorruption investigation.21 The interaction term captures variations in violence across regions
with prior patronage versus those without. We expect the coefficient of the interaction 𝛽 to be
positive. 𝑋𝑐,𝑡 represents a series of control variables.
To prepare for the DID analysis of our baseline result, we check whether the treatment
group is comparable to the control group along the following three dimensions at the time of
the anti-corruption campaign: (i) macro-economic conditions, including major economic and
fiscal indicators; (ii) individual characteristics, including the age, birthplace, and education
level of the county secretaries, and (iii) the size of gangs. Table 2 compares these pre-campaign
covariates in the two regions. The differences in all variables are small and insignificant,
suggesting the two regions are generally comparable.
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Some may worry that a crime organization can be active in multiple regions, or collude with officials across regions. We
read through the 456 judicial documents, and counted only 34 multi-regional cases, representing 7.46% of our sample. Multiregional gangs have positive entries in each of the active regions, which has a limited impact on our analysis. We replicated
the analysis excluding these 34 cases, and the results are highly consistent with our baseline.
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Table 3 reports the baseline results. Column 1 shows that after controlling for county and
year fixed effects, the incidents of organized violence increased by 8.7%. To further control for
time-varying confounders in each province, we add provincial time trends in Column 2, and
the results remain robust. To control for other prefectural-level socioeconomic activities that
may be correlated with the campaign, we add prefecture-by-year dummies in Column 3; the
estimates remain similar.
Our identification strategy assumes no significant differences in the intensity of violence
between colluding and non-colluding regions prior to the anti-corruption campaign. To test this
assumption, we conduct a year-on-year estimate of the difference in levels of violence between
the treatment and control groups using the following specification:
4

𝑉𝑖𝑜𝑙𝑒𝑛𝑐𝑒𝑖,𝑐,𝑡 = 𝛼 + 𝛽

∑

1(𝑒𝑣𝑒𝑛𝑡𝑦𝑒𝑎𝑟 = 𝜏) × 𝐶𝑜𝑙𝑙𝑢𝑠𝑖𝑜𝑛𝑖 + 𝛾𝑋𝑐,𝑡 + 𝜀𝑖,𝑐,𝑡 (2)

𝜏=−4,𝜏≠ −1

In the specification, 𝑒𝑣𝑒𝑛𝑡𝑦𝑒𝑎𝑟 counts the number of years before 2013 when the
campaign was initiated. Figure 2 presents the estimated results. We selected five years before
the anti-corruption campaign began as the reference group, and found almost no difference
between the control and treatment groups. However, the incidents of violence in the treatment
group increased significantly after the campaign. This exercise validates our DID specification.
In addition, the post-trend suggests that the post-campaign surge in violence was sharp in the
short run but faded after four years. This is also consistent with our theoretical framework that
under continuous and lasting efforts from the central government to crack down on corruption,
local politicians – new or old – no longer behaved as godfathers.22
The baseline regression uses 2013 as the time of the shock. However, firing a direct
superior is likely to impact local officials more directly and may cause them to re-evaluate their
involvement with criminals. In Table 4, we replicate the baseline regression and substitute the
campaign launch date (𝑃𝑜𝑠𝑡𝑡 ) with the log number of officials charged at the provincial level
(𝐶ℎ𝑎𝑟𝑔𝑒𝑑𝑝𝑟𝑜𝑣. 𝑜𝑓𝑓𝑖𝑐𝑖𝑎𝑙𝑠𝑐,𝑡 ), following Wang and Dickson (2022). The results confirm the
conjecture: in regions that feature collusion between officials and gangsters, the ouster of one
additional provincial official leads to an 18.0% increase in observed violence. The greater
The persistently strong monitoring intensity is reflected in the large number of individuals disciplined by the Party – 182,000
in 2013, 232,000 in 2014, 336,000 in 2015, and 310,000 in 2016.
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magnitude verifies that the fall of superior officials sends a stronger signal to subordinate
officials to stop arbitrating gangster conflicts due to the imminent risk of exposure.

5.3 Additional Robustness Checks

Prior research has suggested that local economic conditions may influence the level of
collusion between officials and gangs (Huntington, 1968; Shleifer and Vishny, 1993; Mauro,
1995). Recent empirical evidence from China also highlights changes in governmental and
economic activities, along with the anti-corruption campaign (Wang, 2019). We, therefore,
control local GDP and population (as proxies for economic output) and government
expenditure (to a proxy for government activities). 23 The results are reported in Table 5.
Columns 1-3 add the controls one at a time, while Column 4 includes all controls. Our main
coefficient of interest, Collusion×Anti-corruption, remains significant across all specifications,
with relatively stable magnitudes.
In addition, the small number of treated observations in our sample triggers concerns of
spurious correlations due to noise. To address this concern, we compare the treatment effects
we have estimated to the distribution of placebo treatment effects when collusion between the
gang and local officials is randomly assigned. Specifically, we randomly assign collusion to
mafias in our sample, i.e., the number of placebo treatment mafia is the same as the number of
actual treated mafia, but the selection is random. Then we estimate the placebo treatment effects
according to the specification of Column 3 in the baseline analysis. Figure 3 plots the
distribution of t-statistics from the placebo treatment effects for 5,000 iterations. The vertical
lines mark the location of the t-statistic of the actual treatment effect. Of the 5,000 trials, we
record only 17 instances when the corresponding t value exceeds the baseline. The share of the
placebo t-statistics that is larger than the actual statistic (𝑃(𝑡 ≤ 𝑇)) can be interpreted as
analogous to a p-value. It suggests the probability that a randomly assigned treated group will
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The role of GDP growth is twofold. First, it increases the opportunity cost of gangster activities, which corresponds to an
increased K in the model. We expect a decreased level of violence as a result. Second, GDP growth indicates a boom in the
local economy, which enlarges the pie for exploitation. This may increase the conflicts among gangs in fighting for additional
resources. The two counter-balancing mechanisms may lead to the insignificance of GDP growth in the regression.
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present an effect at the same or higher level of significance as the actual treated group. As such,
we can reject the null that our result is indifferent to the placebo treatment effects at about the
1% significance level.24

6. Alternative Explanations

Our baseline results may be threatened by alternative explanations on three avenues that comove with the anti-corruption campaign. First, the observed surge in violence may not reflect
an increase in actual violent incidents because of measurement issues. Instead, it may be the
consequence of cover-up and information manipulation before the campaign, or intensified
monitoring that reveals more cases after the campaign begins. Second, the surge may be the
consequence of changes in governance efficacy: either political turnovers lead to government
failures and a consequent rise in all crimes (including violent ones), or the new leaders crack
down on violent crimes more harshly to showcase their authority. Lastly, the observed surge in
violence may merely result from inter-gang skirmishes. In this section, we address the
alternative explanations on all three avenues and show that our main results remain robust after
considering these possibilities.

6.1 Measuring Violence

Manipulation of Organized Crime Reports. Our baseline results may have two alternative
explanations in terms of measuring violence. The first concerns misreporting gang fights: It is
possible that while the actual level of violence did not change significantly before and after the
anti-corruption campaign, more cases that local officials previously covered up were exposed
during the campaign, which leads to higher levels of observed violence. Moreover, current
officials, intimidated by the campaign, no longer have an incentive to conceal previous cases,
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Alternatively, we may adopt a broader definition of collusion. In particular, we may define the treatment group as a county
where members of the law enforcement units were indicted in the anti-corruption campaign, as the law enforcement units were
most likely to collude with local gangs. Indeed, if we employ the new definition, organized violence also surged by an extra
4.82% post-campaign, at about 10% significance level.
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which naturally leads to a surge in violent crime reports. Second, the surge in observed violence
may result from investigations uncovering corrupt officials and their misbehaviors instead of
changes in violence levels. To alleviate these two concerns, we replace the dependent variable
with the number of organized crimes and the number of generic criminal cases. If either
hypothesis holds, we should expect a surge in the number of reported crimes resulting from
increased efforts. Columns 1-2 in Table 6 present the results, where the coefficients are either
insignificant or of the opposite sign, thus ruling out both concerns.

Increased Monitoring Intensity. Another alternative explanation suggests that the surge in
levels of observed violence is due to an increase in monitoring intensity rather than a rise in
actual violent incidences. We conduct two additional tests to falsify the hypothesis. First,
increased monitoring intensity has a greater impact on marginal crimes because major crimes
usually receive significant investigative attention regardless of the level of monitoring intensity.
Since the number of criminals involved in a case is a key indicator of case severity, we define
major crimes as cases where the number of involved individuals is above the mean in the
sample and test the variation in violent cases in major crimes before and after the anticorruption campaign. As shown in Column 3 of Table 6, we find that the surge in the level of
violence associated with major crimes is also significant, which invalidates the monitoring
intensity explanation. Second, the details provided in the judicial documents partially reflect
the increased intensity: more elaborate documents indicate greater investigative efforts.
Therefore, we examine the changes in the length of judicial documents to proxy for changes in
the level of investigative effort in Column 4 of Table 6, and find no significant differences
before versus after the campaign, which again rules out the impacts of potential monitoring
changes.25
A related concern speaks to another dimension of monitoring initiatives: before the anticorruption campaign, local officials’ collusion with gangs might not have been on the radar of

This exercise also addresses the potential impacts of China’s 2014 judicial reform, which overlapped with the anticorruption campaign. A major concern is that the reform may have strengthened the intensity of fighting crimes, affecting our
results. We address this concern in two ways. First, the time fixed effects partially capture the impacts of the judicial reform.
Second, if the reform increased the intensity of fighting crimes, the length of judicial documents – a proxy for crime-fighting
efforts – should also increase. However, as shown in Columns 4-5 in Table 7, there is no significant change in document length,
thus ruling out the impacts of the judicial reform.
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the local jurisdiction, and thus was not recorded in the files. After the campaign, all the
collusion cases might be elaborated and exaggerated to showcase the local jurisdiction’s
increased efforts to combat corruption. To address this possibility, we track the length of the
descriptions of cases involving officials’ collusion with gangs. As shown in Column 5 of Table
6, the lengths remained largely the same before versus after the campaign, thus ruling out the
possibility that local jurisdictions wrote longer descriptions to signal their compliance with the
anti-corruption campaign.

6.2 Government Activities

Government Failures. An alternative explanation concerning government activities is that
non-regular political turnovers may lead to chaos in governance, echoing prior studies
(Coviello and Mariniello, 2014; Crescenzi et al., 2016; Decarolis, 2019). According to this
account, when government fails, local violence surges. To rule out this alternative explanation,
we collect records on non-violent cases related to gangs: if government failures are driving the
surge in violence, all gang-related crimes, violent or not, would increase. Based on this
rationale, we conduct tests on the frequency of non-violent activities before and after the
campaign. In Table 7, we replicate our baseline result of violent crimes and compare it with
other non-violent (often less-liquidity constrained) crimes such as property infringement,
kidnapping, prostitution, drugs, and gambling. The table demonstrates that the frequency of
these non-violent crimes did not change significantly before and after the campaign, suggesting
that government failure is not the major contributor to the surge in violence.26
These results on non-violent crimes also echo our theory that the lack of liquidity in
conflict resolution is a major reason for organized violence. As shown in Table 7, petty crimes
and those with high financial liquidity (drugs, prostitution, gambling) should not exhibit sizable
changes before and after the beginning of the anti-corruption campaign. Similarly, godfatherofficials do not get involved in business between gangs and local citizens where no arbitration
is needed, such as individual property infringement.
26

In Appendix A3, we present the parallel trends of each dependent variable in Table 8 and find that the anti-corruption
campaign has no significant impact on non-violent activities.
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Showcase of Authority. Another alternative explanation of government activities suggests that
the surge in violence may simply be a muscle-flexing maneuver for incoming officials to
showcase their authority. To rule out this explanation, we evaluate the impacts of regular
political turnovers on local violence. According to this alternative explanation, regular
turnovers should trigger similar increases in levels of violence. However, according to our
model, regular political turnovers should not affect local violence levels without external
changes in anti-corruption intensity since the arbitrating godfather is an incentive-compatible
choice for all incoming officials. To conduct this test, we collect the names and positions of
party secretaries at the county, prefectural and provincial levels from Baidu Baike, and
reconstruct their history of political turnovers based on the records. Table 8 tests how county,
prefectural, and provincial-level turnovers affect local violence. The dependent variable is
again Violence. The explanatory variable is a dummy indicating whether a regular political
turnover occurs in that year. We find no significant impact of regular political turnovers on
local violence, which supports our theory.

6.3 Inter-gang Skirmishes

From an inter-gang perspective, an alternative explanation suggests that the increased violence
may be due to turf wars for new dominant positions. To alleviate this concern, we examine the
sizes of gangs: if the campaign indeed induced a new wave of inter-gang warfare, we should
expect the gangs convicted after the campaign to be smaller. Consequently, we track the
changes in gang size measured as the average number of individuals involved in the case before
and after the campaign. The results, presented in Table 9, show no significant changes in the
sizes of gangs involved in the conflicts, which rules out this concern.
In the same vein of skirmishes, some may worry that exposing the collusion of officials
who were fired due to the campaign may conceal power struggles behind the scenes. While
previous studies acknowledge that politicians may misuse anti-corruption campaigns to crack
down on their political opponents (Lu, 2018), this concern does not alter our argument for two
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reasons. First, regardless of the true purpose of the campaign, it sharply increases the intensity
of monitoring for corruption, which intrinsically prohibits the godfathering of local politicians.
Second, the cases uncovered as a result of this monitoring will be biased towards certain
factions, should power struggles be considered, but it only suggests that we have
underestimated the violence surge: if gang fights occurred everywhere, we would observe an
even higher post-campaign uptick in local violence.

7. Conclusion

This paper studies how corrupt politicians may peacefully resolve violent conflicts among local
gangs, and why an anti-corruption campaign to eradicate such corrupt politicians may have the
unintended consequence of increasing local violence. The lack of a formal commitment is one
of the fundamental reasons for violent conflicts among local gangs. However, a corrupt
godfather official with the power from the state may serve as a peaceful arbitrator in exchange
for rents. The power vacuum generated by the central government’s removal of local godfathers
triggers a surge in local violence because the peaceful alternative is also removed. Utilizing the
unique setting of China’s anti-corruption campaign starting from 2013, and a new database
containing all gang-related criminal cases, we show that the incidents of organized violence
surge in regions where local officials were found to have colluded with local gangs compared
to prior to the anti-corruption campaign. More broadly, we illustrate how power can maintain
social order in an institution-free environment. Echoing the literature (Thomas and Worall,
1994; Acemoglu et al., 2008; Svolik, 2012; North et al., 2013; Wang, 2017; Yao, 2018; Fan,
2019), we find that it is the threat of force – rather than its direct use – that contributes to longlasting peace.
The surge in violence uncovered in this study highlights the unintended policy
consequences of policy-makers’ failure to fully understand the interactions of the agents lower
down the hierarchy, or among agents in and outside the hierarchy. For instance, replacing
corrupt local officials with new ones contributes to the anti-corruption campaign and increases
the probability of local violence. Therefore, a ruler who seeks to maintain stability may
22

misjudge their policy objectives without taking the local power dynamics into account. In the
context of this paper, for a central ruler who becomes aware of the surge in local violence due
to the power vacuum created by the anti-corruption campaign, a collateral campaign to crack
down on local violence will follow as a remedy, which indeed the Party launched in 2018.
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Figure 1. The Dynamics of Observed Organized Violence

Notes: The left panel shows the distribution of gangster-related cases; the right panel shows the
distribution of criminals involved in organized crime. The vertical red line indicates the launch of the
anti-corruption campaign.
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Figure 2. Parallel Trend

Notes: The points connected by a solid line indicate the estimated coefficients. The shaded area is the
95% confidence interval. The red vertical line indicates the year 2013. We set the five years before as
the treatment group.
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Figure 3. Distribution of t-statistics from Randomly Assigned Placebo Tests
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Table 1. Statistical Summary
Variable
Dependent Variable
Gang fights
Property infringement
Kidnapping
Gun-related crimes
Prostitution
Drugs
Gambling

Source

Obs

Mean

S.D.

A
A
A
A
A
A
A

3,813
3,813
3,813
3,813
3,813
3,813
3,813

0.105
0.121
0.044
0.055
0.084
0.051
0.100

0.306
0.315
0.263
0.280
0.175
0.147
0.296

Key Independent Variables
Collusion
Anti-corruption
Collusion × Anti-corruption

A
B
C

3,813
3,813
3,813

0.067
0.175
0.012

0.250
0.380
0.110

Control Variables
GDP (million)

D

2,375

2.101

3.534

Other Independent Variables
Turnover of provincial PS
Turnover of prefectural PS
Turnover of county PS

E
E
E

1,997
1,995
1,723

0.229
0.314
0.245

0.421
0.464
0.430

Sources: A: juridical documents; B: CCDI; C: author’s calculation; D: statistical yearbooks; E: CNRDS,
Baidu Baike, people.com.cn
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Table 2. Balance Test
Growth rate (%)

Collusion

Non-collusion

Difference

p-value

0.144
(0.077)
0.004
(0.036)
0.234

0.149
(0.028)
0.007
(0.026)
0.317

-0.005
(0.007)
-0.003
(0.006)
-0.083

0.499

(0.246)
0.311
(0.898)
0.240
(0.581)

(0.299)
0.321
(0.468)
0.217
(0.100)

(0.059)
-0.010
(0.093)
0.022
(0.037)

1961.685
(5.580)
18.429
(2.256)
0.544
(0.498)

1961.656
(6.521)
18.831
(2.379)
0.458
(0.502)

0.029
(0.854)
-0.402
(0.319)
0.086
(0.067)

0.973

15.918
(9.659)

16.677
(11.113)

-0.759
(1.000)

0.449

Macro-economic
conditions
GDP
Population
Fixed asset
investment
FDI
Fiscal expenditure
Individual
characteristics
Birthyear
Years of education
Native
Gangster
characteristics
Size of gang

0.645
0.171

0.918
0.544

0.212
0.206

Notes: The first two columns specify the socioeconomic measures of colluding and non-colluding
regions. The third column calculates the difference, and the standard error from the t-test (in
parentheses). The fourth column specifies the p values from the t-test.
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Collusion × Anti-corruption
Constant

Observations
R-squared
Mafia fixed effects
Year fixed effects
Province time trend
Province × year dummy

Table 3. Baseline Results
Gang fights
(1)
(2)
0.133***
0.157***
(0.050)
(0.051)
0.102***
0.102***
(0.001)
(0.001)
3,779
0.351
YES
YES
NO
NO

3,779
0.405
YES
YES
YES
NO
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(3)
0.192***
(0.057)
0.099***
(0.001)
2,875
0.579
YES
YES
NO
YES

Collusion ×
Charged prov.
officials
Charged prov.
officials
Constant

Observations
R-squared
Mafia fixed
effects
Year fixed
effects
Province time
trend
Province ×
year dummy

Table 4. The Effect of Disciplined Superior Officials
Gang fights
(1)
(2)
(3)
0.129*
0.128*
0.163**

(0.067)
0.002

(0.070)
-0.009

(0.020)
0.103***
(0.002)

(0.021)
0.104***
(0.002)

0.100***
(0.001)

3,779
0.351
YES

3,779
0.404
YES

2,875
0.578
YES

YES

YES

YES

NO

YES

NO

NO

NO

YES

33

(0.080)

Table 5. Additional Controls

Collusion ×
Anti-corruption
Log(GDP)

(1)
0.072***
(0.027)
-0.058
(0.106)

Log(Population)

(2)
0.072***
(0.027)

Observations
R-squared
County fixed
effects
Year fixed
effects

(0.028)

0.420
(0.571)

-0.016
(0.618)

(4)
0.065**

0.052

(0.027)
-0.101
(0.130)
0.009
(0.159)
0.077

(0.077)
-0.549
(0.962)

(0.100)
-0.358
(0.883)

0.029
(0.142)

Log(fiscal
expenditure)
Constant

(3)
0.066**

1,144
0.514
YES

1,157
0.510
YES

1,156
0.513
YES

1,135
0.516
YES

YES

YES

YES

YES

34

Table 6. Reported vs. Actual Violence

Collusion × Anticorruption
Constant

Observations
R-squared
County FE
Year FE
Province × year
dummy

(1)
No. of
organized
crimes
-0.234***

(2)
(3)
(4)
(5)
No. of
Major crime Doc. length Collusion doc.
crime cases
violence
(log)
length (log)
-0.082

0.379***

-0.540

-1.862

(0.087)
0.022***
(0.000)

(0.070)
0.617***
(0.000)

(0.094)
0.059***
(0.002)

(0.375)
9.037***
(0.005)

(1.674)
0.128***
(0.030)

22,824
0.254
YES
YES
YES

22,828
0.791
YES
YES
YES

2,096
0.299
YES
YES
YES

206
0.521
YES
YES
YES

278
0.549
YES
YES
YES

Note: The first three columns exhibit county-level observations, while the observations in the last two
columns correspond to the number of documents.
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(1)
Violence
Collusion ×
Anti-corruption
GDP growth
GDP growth ×
Anti-corruption
Constant

Observations
R-squared
County FE
Year FE
Province × year
dummy

0.234**

Table 7. Government Failures
(2)
(3)
(4)
Property
Kidnapping Prostitution
Infringement
-0.135
0.105
0.000

(0.106)
-0.049
(0.118)
0.102

(0.108)
-0.198
(0.249)
0.534*

(0.066)
-0.326
(0.249)
0.522*

(0.000)
-0.011
(0.019)
0.002

(0.191)
0.099***
(0.009)

(0.291)
0.139***
(0.017)

(0.287)
0.053***
(0.014)

(0.017)
0.006***
(0.001)

1,055
0.296
YES
YES
YES

1,055
0.346
YES
YES
YES

1,055
0.367
YES
YES
YES

1,055
0.310
YES
YES
YES
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(5)
Drugs

(6)
Gambling

0.010

-0.174

(0.032)
-0.082
(0.142)
0.198

(0.116)
-0.172
(0.305)
0.162

(0.132)
(0.365)
0.026*** 0.133***
(0.010)
(0.020)
1,055
0.260
YES
YES
YES

1,055
0.369
YES
YES
YES

Table 8. Showcase of Authority

Turnover of
County PS

Violence
(2)

(1)
-0.009

(3)

(0.018)
Turnover of
Prefectural
PS

-0.009

(0.014)
Turnover of
Provincial
PS
Constant

Observations
R-squared
Mafia FE
Year FE
Prefecture ×
year dummy

0.008

0.101***
(0.004)

0.115***
(0.004)

(0.017)
0.109***
(0.004)

1,648
0.502
YES
YES
YES

1,957
0.463
YES
YES
NO

1,960
0.465
YES
YES
NO
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Table 9. Inter-gang Fights
Gang sizes
Collusion × Anti-corruption
Constant

Observations
R-squared
County FE
Year FE
Province × year dummy
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(1)
0.559
(2.396)
16.051***
(0.031)

(2)
2.309
(4.154)
16.286***
(0.057)

3,615
0.722
YES
YES
NO

2,707
0.691
YES
YES
YES

Appendix A: Table and Figures
Figure A1. Commonly Used Weapons in Gang Fights

(A) Knives
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(B) Axes

(C) Knives, Axes, and Hammers
Source: Panel (A) http://share.dz169.com/wap/thread/view-thread?tid=1800170, Panel (B) and
(C) from https://www.sohu.com/a/396801365_687326
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Figure A2. Anti-Gangster Slogans

“Eliminate Gangsters in Infancy!”, picture taken outside of a kindergarten

“Get Involved in Reporting Gangster Crimes!”
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“Gangs and Violence Are Public Bads!”
(Typo in the slogan: “The Anti-gangster Campaigns Are Public Bads”)

“Get Everyone Involved in the Anti-gangster, Anti-violence Campaign!”
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Figure A3. Parallel Trends for Non-violent Activities

43

Appendix B: Coding Method

This section describes how we code various gangster characteristics. We first describe the data
source, China Judgements Online. Then we describe the detailed steps we used to identify
gangster cases and code the relevant variables. We conclude with an illustrative example.

China Judgements Online (https://wenshu.court.gov.cn/) is a government website that
publishes all official judicial documents in China from the courts at all levels. As of early 2021,
it contained 115 million documents, 9 million of which were related to criminal cases.

Step 1: Download all judicial documents. Our paper focuses on 2013-2017, so we first scrape
all judicial documents during this period from this website.

Step 2: Identify gangster cases. We first drop all civil cases and continue with the remaining
3,807,801 criminal cases from 2013 to 2017. Then we identify gang-related cases using a
computer program to look for the keywords “organized crime” (youzuzhi fanzui) or “gangster”
(heishehui), the two most common terms used to describe such cases. We end up with 3,813
cases. After manually checking whether these cases are really gangster related,27 we obtain
our final sample of 456 gangster cases.

Step 3: Extract information from gangster cases. We extract various characteristics of
gangsters by manually examining the 456 judicial documents. These characteristics include:
(1) date and location of the case, (2) nature of the case, (3) gangster activities, i.e., gang fights,
property infringement, kidnapping, prostitution, drugs, or gambling. Appendix Figure B1
shows an example of how we extract this information.

Some cases that mention “gangs” may not be gangster related. For instance, in some personal assault cases, the criminal
intimated the victim by falsely claiming, “I am with the gang.” We manually exclude these cases.
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Appendix Figure B1. Example Judiciary Document
Case Number

Nature of the Case:
Whether it involves
gangsters
Organize, lead, or participate
in mafia activities
Dependent Variable:
Violence
Gang fights

Independent Variable:
Collusion
The gang uses illegal means
to corrupt and collude Mr.
Zhu (Indicted), former
Standing Committee
member and Secretary of
Political and Legislative
Affairs of Rucheng County,
Hunan. Mr. Tan (Indicted),
former Party Secretary of
Sanjiangkou Development
Zone, provided illegal
patronage for the gang.

Gang Activities
During the gang fight, Mr.
Cao shot the sky with his
rifle.
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Table A1 Balance Test: Counties with vs. without Organized Crime Activities
Growth rate (%)
GDP
Population
Fixed asset investment
FDI
Fiscal income
Fiscal expenditure

Non-mafia

Mafia

Difference

p-value

0.113
(0.096)
0.006
(0.137)
0.218
(0.303)
1.297
(31.847)
0.205
(0.630)
0.170
(0.288)

0.111
(0.078)
0.005
(0.034)
0.235
(0.247)
0.922
(27.882)
0.190
(0.308)
1,301.248
(40,458.933)

0.003
(0.003)
0.001
(0.002)
-0.016
(0.012)
0.375
(0.801)
0.015
(0.012)
-1,301.079
(1,301.072)

0.306
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0.614
0.180
0.640
0.192
0.318

Appendix C: Proofs
Proof of Lemma 1.

PROOF. With no liquidity constraints, the two gangs may attempt to resolve the conflict
through negotiations for a payoff pair, (𝑦𝑅, (1 − 𝑦)𝑅), where any payoff pair that Pareto
dominates the outside option is preferred by both gangs. Since the negotiation has no conflict
losses or risk of discovery, 𝑅 > (1 − 𝑞)(𝑅 − 2𝐾) , a peaceful deal under the shadow of
violence is always possible.
Suppose the peaceful negotiation payoff is (𝑦 ∗ 𝑅, (1 − 𝑦 ∗ )𝑅), and Gang A keeps the asset by
paying Gang B 𝑦 ∗ 𝑅 ≥ 𝑈𝐵 . Such transfer is impossible if the liquidity constraint of Gang A
satisfies: 𝑀 < 𝑦 ∗ 𝑅 . Similarly, if Gang A hands over the asset by receiving payment
(1 − 𝑦 ∗ )𝑅 ≥ 𝑈𝐴 from Gang B in the peaceful negotiation, such a transfer cannot take place if
𝑀 < (1 − 𝑦 ∗ )𝑅 . Combining the two cases, when 𝑀 < 𝑅 = 𝑚𝑖𝑛{𝑈𝐴 , 𝑈𝐵 } , gangs cannot
complete the transfer in peaceful negotiations and must thus resolve the conflict violently.
Q.E.D.
Proof of Proposition 1.

PROOF. In a self-enforcing arbitration, every participant is incentive compatible to honor the
contract. We start with Gang B, which does not possess the asset and may challenge Gang A
for ownership. In the contract, the arbitrator fairly acknowledges and protects the ownership of
Gang A. Facing the power of the state, Gang B has an easy decision: any challenge leads to
repression from the arbitrator, which generates a payoff of – 𝐾 for the costs of conflicts.
Consequently, Gang B chooses to honor the arbitration and stay put, receiving a payoff of 0.
Next, we check the participating incentives for Gang A. In the contract, Gang A pays a
bribe 𝑟 for the godfather’s protection, thus receiving a payoff of (1 − 𝑝)𝑅 − 𝑟. Here, the
detection probability 𝑝 highlights the illegal nature of handling the asset. To honor the
contract, Gang A gains more from the godfather’s arbitration than gang fights. That is:
(1 − 𝑝)𝑅 − 𝑟 ≥ 𝑈𝐴 (1)
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Lastly, we check the incentives of the local godfather politician. To honor the arbitration
contract, the politician must gain more from arbitration than from preying on the asset itself.
That is,
(1 − 𝑝)𝑟 − 𝛽𝐾 ≥ (1 − 𝑝)𝛼𝑅 − 𝛽𝐾(2)
Moreover, for the politician, shirking is too costly for his or her political career when the
resulting organized violence (which occurs due to a lack of arbitrators) is discovered by the
superior government. That is,
(1 − 𝑝)𝑟 − 𝛽𝐾 ≥ (1 − 𝑝)(1 − 𝑞)𝑟 − 𝑞𝑉(3)
The no-preying condition gives:
𝛼≤

𝑟
,(4)
𝑅

which holds when the efficiency of exploitation is low. Moreover, the no-violence condition
gives:
𝛽𝐾−𝑞𝑉

𝑟 ≥ (1−𝑝)𝑞 (5).
In the contract, the local official maximizes the rent received, 𝑟, subject to all the above
conditions. Consequently, when all other constraints are met, the optimal rent ensures that Gang
A’s incentive compatibility constraint is binding. That is, the optimal rent 𝑟 ∗ = (1 − 𝑝)𝑅 −
𝑈𝐴 .
Lastly, to construct the self-enforcing contract, plug back the optimal rent and combine (4) and
𝛽𝐾−𝑞𝑉

(5) to get: [1 − 𝑝 − (1 − 𝑞)𝑥]𝑅 + 𝐾 ≥ 𝑚𝑎𝑥{𝛼𝑅, (1−𝑝)𝑞 }. Q.E.D.
Proof of Proposition 2.

PROOF. We compare the feasibility of the arbitrator contract to the standard organized violence
resolutions, where the local official is not corrupt and strives to crack down on any illegal
activities. In particular, the arbitrator contract is more lenient on liquidity when the asset for
exploitation is more valuable, making a higher rent possible. When𝑀 < 𝑟 ∗ , even the arbitrator
contract is not feasible, and the region experiences violence. When 𝑟 ∗ ≤ 𝑀 < 𝑅, only the
arbitrator contract is feasible, and peace is achieved. When 𝑅 < 𝑀, both contracts are feasible,
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and A should compare and decide.
When both contracts are feasible, the arbitrator contract can satisfy A’s incentive compatibility
constraint as long as its two “promise-keeping” constraints are satisfied: 𝛼 ≤
𝛽𝐾−𝑞𝑉
. And
(1−𝑝)𝑞

the second constraint is slack when 𝑉 ≥
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𝛽𝐾
𝑞

. Q.E.D.

𝑟∗
𝑅

and 𝑟 ≥

