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The Optimal Infrastructure Investment Scale and Order:
Some Empirical Evidence from Panel Data in China

Zhang Guangnan Zhou Huaxian and Chen Guanghan
( The Center for Studies of Hong Kong Macao and Pearl River Delta Sun Yat —sen University)

Abstract: By overcoming multicollinearity problems and using empirical evidence from Cross — Province panel data for 1996 —2008 in
China this paper utilizes an marginal output and optimal size framework on infrastructure and finds that: The marginal output of
Electricity gas and water production and supply Transport storage posts and telecommunications Irrigation works environment and
public facilities and Government investment is 5. 765 2.520 1.420 and 1.276 while optimal size is 4. 66% 3.29% 5.02% and
20.95% respectively. And the actual investment on infrastructure is less than the optimal size. Therefore in order to maximize the
return we should invest infrastructure according to the order of marginal output. However for infrastructure investment urgency the
investment order should be changed according to the gap between actual investment and optimal size.
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