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China’s Paired-Up Assistance Program and Its Effects: Evidence

from the “Enclave Economy” in the Pearl River Delta
TANG Yugang, ZHANG Hehe (Shandong University, 250100)
Summary: Paired-up assistance is a crucial approach for developed regions to assist the underdeveloped
ones and achieve common prosperity. While the paired-up assistance program primary driven by
administrative forces has its advantages, it lacks economic incentives for the aiding party, and so it often
fails to deliver the desired outcome. In recent years, the enclave economy model has been widely utilized in
the paired-up assistance program, especially in economically developed regions like the Pearl River Delta
and the Yangtze River Delta. Through collaborative industrial parks and other means, the enclave economy

enables the sharing of economic and fiscal revenue between the assisting party and the recipient. This
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approach not only transcends geographical boundaries but also optimizes the allocation of land, capital,

labor, and local government investment attraction across regions. These insights offer valuable policy
implications for China to explore novel pathways toward coordinated regional development.

Against the background of Guangdong Province’s paired-up assistance policy, this paper matches
municipalities in the Pearl River Delta with those in northwest Guangdong, forming multiple combinations.
Combinations with collaborative parks are identified as the treatment group, while combinations without
such parks are the control group. Using industrial and commercial registration databases, we used the
method of Staggered Difference-Differences to assess the impact of the paired-up assistance policy on
investment in factory establishment. The findings reveal a significant increase in investment between
municipalities involved in the paired-up assistance program. Moreover, there is a notable rise in the number
of branch offices established by enterprises from the helping party in the recipient region, indicating closer
cooperation and economic interaction between the two. Additionally, we examined the impact of benefit
sharing on the effectiveness of assistance by investigating changes in the benefit-sharing mechanism
between the two parties. The abolition of the benefit-sharing mechanism leads to a significant decrease in the
granted area of industrial land in the collaborative parks, suggesting a weakened willingness to provide
assistance. Conversely, the reinstatement of the benefit-sharing mechanism leads to a marked increase in the
granted land area, demonstrating the positive effect of the benefit-sharing mechanism on the effectiveness of
assistance. Furthermore, we conducted a heterogeneity analysis on the impact of the geographic distance
between the assisting region and the recipient on the assistance effectiveness, and found that long distance
significantly inhibits the effectiveness.

This study makes significant contributions in three main areas. Firstly, it enhances the understanding of
the paired-up assistance system, which is a distinct feature of interregional cooperation in China. This
research emphasizes the integration of an “active government” and an “efficient market” in facilitating
regional assistance. While previous studies primarily focused on the political drivers behind paired-up
assistance, this study emphasizes the economic drivers, particularly the fiscal benefits shared under the
“enclave economy” model. It also explores the potential Pareto-improving opportunities in regional
economic development. Secondly, this study addresses the emerging “enclave economy” -based assistance
model. Existing literature on the “enclave economy” is dominated by qualitative case studies. However, by
leveraging the paired-up assistance network established between cities in the Pearl River Delta and those in
northwest Guangdong, this study identifies the effects of the “enclave economy” on promoting coordinated
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regional development. Lastly, the “enclave economy” model, together with the corresponding mechanism
for sharing regional benefits, helps alleviate local protectionism and regional fragmentation during
economic development. Consequently, it facilitates the construction of a unified national or regional market.
These findings hold significant theoretical value for understanding the path of coordinated regional
development with Chinese characteristics in the new era.
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