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County—to—City Upgrading Policy, Administrative Decentralization and Economic
Growth: Based on the Regression—Discontinuity Design
Liu Chenhui' and Chen Changshi’

(1 Institute of Economic & Social Development, Dongbei University of Finance & Economics;
2 . Center for Industrial and Business Organization, Dongbei University of Finance & Economics)
Abstract: This paper regards the County—to—City upgrading policy around 1980 — 1990s as a
quasi—natural experiment, uses a regression—discontinuity design to evaluate effects of the policy
on economic growth of county — level regions. Furthermore, this paper analyzes theoretical
mechanism of the effect from the perspective of fiscal income, fixed investment, population etc.
The results show that: (1) Decentralization from the County —to—City upgrading policy has a
significant positive influence on nominal economic growth of related areas but has insignificant
effect on efficiency and endogenous growth; (2) The policy can only have its effect on growth rate
through fixed investment expansion and capital increase, but it can’t work through population
influx and technical progress. This shows that last round of the policy to promote growth is
relatively extensive. Considering the external economic environment of the new round County—to—
City initiative since 2017, we should draw lessons from the last round and put more emphasis on
improving both quality and efficiency of development.

Keywords;: County — to — City Upgrading Policy, Fiscal Decentralization, Administrative

Decentralization, Regression—Discontinuity Design, Economic Growth
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