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Why Does China Enjoy So Much Better Physical Infrastructure ?

Zhang Jun, Gao Yuan, Fu Yong and Zhang Hong
(China Center for Economic Studies Fudan University)

Abstract This paper builds up an analytical framewoik within which the quicker improvement of infrastructure in China since
1990s is explained. Based on provincial panel data, the authors not only present an evolution of infrastructure spending and a
measurement of the aggregate level of infrastucture, but also empirically identify the determinants on infrastructure spending using
GMM. The paper finds that, after contwlling for level of development financial depth, and other varables, FDFdriven
competition among local governments and govemance are both significant in explaining the growth of spending on infrastucture.
This implies that decentralization, Tiebouttype-competition, and governance are all vital to enhancing government’ s incentive to
improve infrastructure.
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