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Delegation Pattern of “Province Administrating County”:

Overall Reform or County Economic Power Expansion?
Abstract: this paper examines the choice of delegation pattern in the “Province Administrating
County” reform through the framework of delegation model with one principle and two agents.
From the perspective of exploiting the economic opportunities, we examine the main patterns of
“Province Administrating County” reform, and obtain the optimal efforts of agents (county
governments) and the expected utility of principle (province governments) by solving a two-stage
dynamic game. While comparing the expected utility among the different delegation structures,
we summarize the economic logic of “Province Administrating County”. Moreover, we generalize
the basic model through considering heterogeneity and potential externality of county
governments in order to analyze the boundary conditions of selecting the proper delegation pattern.
The main conclusions show that the choice of the delegation pattern in the “Province
Administrating County” reform are diversified for the different periods and different areas, when
implementing the practice, the provincial governments ought to consider overall the expected
return of the economic opportunity, the heterogeneity and the potential externality among the
county governments. We hope our theatrical results have policy implications for today’s and
further continuing the corresponding reforms.

Key words: Province Administrating County; Overall Reform; County Economic Power
Expansion; Economic Development Opportunity
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