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Administrative Border, Technology Diffusion, and Common Prosperity

FU Mingwei' WANG He?
(1. Chinese Academy of Social Sciences, Beijing, China;

2. Hunan University of Science and Technology, Xiangtan, China)

Abstract: The less-developed status of economy in administrative border areas is a major problem that China has
to resolve to reach common prosperity. This paper sets up an extended spatial Durbin model and empirically studies the
inhibitory effect of provincial borders on economic growth through shielding technology diffusion. Based on the panel
data of prefecture-level cities from 2001 to 2013, we find that technology spreads among cities. For a prefecture-level
city, one percentage point increase in the technological progress rate of the adjacent cities in the same province leads to
an average increase of 0. 313 percentage points in the technological progress rate of the city, while one percentage point
increase in the technological progress rate of the adjacent cities in other province only results in an average increase of
0. 196 percentage points in the technological progress rate of the city. This implies that the provincial border shields
technology diffusion by 0. 117 percentage points (37. 38%). This shielding effect of provincial border reduces the an-
nual economic growth rate by 0. 325 percentage points. This loss of economic growth rate accounts for 2. 50% of the
average growth rate. Mechanism analysis shows that dialect and local protectionism drive the shielding effect. Accord-
ing to our findings, in order to promote the economic development of provincial border areas, it is necessary to break
down all kinds of policy barriers that hinder technology diffusion.

Keywords: Technology Diffusion; Border Effect; Local Protectionism; Spatial Durbin Model
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