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1
Inpgdp GDP 249 10. 383 0. 585 8 697 12. 119
culture 249 0. 289 0. 454 0 1
protection 249 0. 035 0. 017 0. 012 0. 088
history length 249 772221 302 391 61 1049
seaport 249 0. 092 0. 290 0 1
riverport 249 0. 060 0. 238 0 1
Indisbigport 249 5. 834 1. 151 2. 303 7. 393
Indiscapital 249 5. 074 0. 673 2. 485 7. 025
rail 249 2. 554 1. 231 0 6
nationroad 249 2. 506 1. 283 0 7
highway 249 2992 1. 437 0 9
Indisbigcity 249 4,939 0. 599 2. 944 6. 458
Inpdneinvest 249 9. 729 0. 581 8 034 11 461
Inpdnhinvest 249 9. 789 0. 580 8 133 11. 707
Inpfdi 249 3. 587 2. 494 —4. 754 7. 054
{revenueratio GDP 249 0. 072 0. 032 0. 013 0. 230
fexpenditureratio GDP 249 0. 158 0. 082 0. 033 0. 645
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seaport 0. 205* 0. 262 0. 302** 0. 314 %= 0. 3267
0. 11) 0. 12) 0. 12) 0. 12) 0. 1D
riverport 0. 488** 0. 512%%* 0. 533 % 0. 5207%* 0. 489 %%
0. 13) 0. 13) 0. 13) 0. 13) 0. 13)
Indisbigport 0. 0536 0. 0493 0. 0612 0. 0599 0. 0653
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tempemean 0. 00304 0. 00218 0. 00983 0. 00978 0. 0101
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precimean 0. 0387 0. 0669 0. 268 0. 273 0. 236
0. 23) 0. 23) 0. 22) (0. 23) (0. 22)
precistd —0. 515 —0. 483 —0. 466 —0. 301 —0. 272
(1. 43) (1. 42) (1. 34) (1. 36) (1. 38)
Inarea —0. 0729™ —0. 07507 —0. 0709™ —0. 0716 —0. 0709™
(0. 034) (0. 034) (0. 034) (0. 034) (0. 034)
Indiscapital —0. 0621 —0. 0446 —0. 0223 —0. 0375 0. 228*
(0. 060) (0. 062) (0. 060) (0. 061) (0. 096)
rail 0. 0505 0. 0533 0. 0518 0. 0559*
(0. 032) (0. 033) (0. 033) (0. 033)
nationroad —0. 00422 —0. 00456 —0. 00994 —0. 0245
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(D (2) (3 4 5 (6) 7

19951996 19971998 19992000 20012002 2003-—2004 20052006 20072008

Observations 224 191 225 241 249 249 249
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b
o b
b
o 7 8
, 7 3
7
[@8) (2 (3
culture —0. 154%* —0. 151%* —0. 180
(0. 086) (0. 087) 0. 1D
Indiscapital 0. 228** 0. 167 0. 188**
(0. 096) (0. 102) (0. 091)
Indisbigcity —0, 357+ —0, 220* —0, 300
0. 1D 0. 119 0. 11)
tickcapital 0. 001
(0. 001)
tickbigcity —0. 003**
(0. 001)
249 249 194
R-squared 0. 43 0. 44 0. 44
NN 10%. 5%. 1% ;
3 o
8
(@) (2) (3) (€] (5) (6) @P)
GDP GDP . )
GDP GDP
culture —0. 154* —0. 137 —0. 122 —0. 119 0. 576** 0. 00227 0. 0158
(0. 086) (0. 084) (0. 092) (0. 092) 0. 24) (0. 0045) (0. 012)
comratio —0. 219
(0. 215)
249 249 249 249 249 249 249
R-squared 0. 43 0. 44 0. 35 0. 35 0. 71 0. 39 0. 37
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Does Cultural Segmentation Caused by Administrative
Division Harm Regional Economic
Development in China
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Abstract Current province-level administrative division in China breaks the distribution
of local culture, and many cities are separated from their local culture region to locate in other
provinces. These cities encounter potential cultural conflicts with the mainstream culture of
the provinces they belong to, and also face various local protectionism barriers with neighbor-
ing cities in the province that share the same border and local culture with them. As a result,
transaction costs could be higher for them whichever side they trade with, leading to potential
harm to their economic development. Using dialect as a proxy for local culture, we find that
intra-provincial cultural differences caused by this kind of cultural segmentation can signifi-
cantly lower economic growth of the separated cities. This negative effect is aggravated by
greater local protectionism in neighbor provinces but alleviated by a longer history of the cur-
rent administrative division. These findings support the hypothesis that cultural segmentation
caused by administrative division and local protectionism work together to bring about sub-
stantial economic loss
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