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Does “Province Directly Governing County” Reform Promote Provincial Economic Growth?

Ye Bing Huang Shaoqing He Zhenyu

Shanghai Jiaotong University Shanghai 200052

Abstract: Under the background of urbanization how does “province directly governing county” reform ( PDMC Reform)

in China promote economic growth? Using provincial panel data from 1997 to 2010 this paper estimates the reform’s economic

growth effect. The conclusion is that the influence of Fiscal PDMC Reform on provincial economic growth is not significant

while Decentralization PDMC Reform significantly promotes provincial economic growth. That means PDMC Reform promotes e—

conomic growth by promoting administrative efficiency and putting county government’s information advantage to good use. The

reform is good for economic growth of counties but harmful to economic growth of urban area; the two opposite forces cancel

each other. We suggest that cities be endowed with the right to issue bonds to mitigate fiscal pressure induced by PDMC Re-

form.

Key words “province directly governing county” reform; economic growth; provincial panel data
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