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The Resource Allocation Effect of Provincial Division Mergers
and Economic Growth in the Early Years
of the People’s Republic of China

Wei Xin & Wang Puqu
(Institute of Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era,

Peking University, Beijing; School of Government, Peking University, Beijing)

Abstract : Since the founding of the People’s Republic of China, the central government has carried out a series of administrative
division adjustments to improve the efficiency of local government administration and resource allocation. This paper tests the gov-
ernance effectiveness of the provincial division merger policy from 1949 to 1978. It is found that the merger of provincial divisions
reduces the capital misallocation rate and improves the industrial production efficiency by removing the barriers to the inter — re-
gional factor flow, coordinating the resources allocation, and improving the accumulation of human capital and effectiveness of the
allocation of infrastructure. Although the policy took place in the first 30 years of the People’s Republic of China, it still has im-
pacts on the resource allocation after the reform and opening up policy was introduced. This paper provides an empirical basis to
understand the impact and mechanism of the government’s spatial governance structure on economic growth, and helps to under-
stand the laws and characteristics of how administrative divisions affect productivity development, and provides reference for con-
structing the regional economic layout and land spatial support system of high — quality development in China.

Key words : Administrative Division Adjustment; Resources Allocation Efficiency; Regional Economic Growth; National Spatial
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