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highway development in the eastern region remained fast (6.7 percentage points higher than 
in 1994–1995), it was faster in the central, western, and northeastern regions. In 2000–2004, 
the highway development rates for these regions compared with that of the eastern region 
were 26.4 percentage points, 18.8 percentage points, and 20.9 percentage points higher, 
respectively. This is an indication that disparities in infrastructure between the different 
regions in the PRC have begun to narrow. This will have a long-term positive impact on 
improving the investment conditions and increasing the potential for economic growth in the 
less developed regions and will inevitably help narrow regional disparities. 

Table 4. Regional Highway Mileages & Five-Year Average Growth Rates (%) 

East Central West Northeast 
Time 

Mileage 
Growth 
rate Mileage 

Growth 
rate Mileage 

Growth 
rate Mileage 

Growth 
rate 

1994 31,253  42,164  35,968  40,233  

1999 38,286 22.5 51,120 21.2 44,388 23.4 43,155 7.3 

2004 49,465 29.2 75,454 47.6 63,105 42.2 55,344 28.2 

   Source: China Statistical Yearbook 1995, 2000, and 2005. 

5. The central government’s attention to and policy measures on agriculture-related issues in 
recent years also helped ease regional disparities. 

In the PRC’s less developed regions, a majority of the local population generally lives in rural 
areas. The 2000 census indicates that rural people accounted for more than 70 percent of 
the total population in the central and western regions, a figure far higher than that in the 
eastern region. For this reason, the support for peasants and agriculture was in fact more 
helpful to the central and western regions and indirectly helped narrow regional disparities. 
In recent years, the central government has introduced some policy measures to alleviate 
burdens on peasants. These measures include the experimental reform of rural taxes and 
fees that began in 2000. Ministry of Finance statistics indicate that the experimental reform 
covered 620 million rural people or three-fourths of the PRC’s total rural population. The 
lowering of the agricultural tax rate, the reduction of fees required of peasants, reform of the 
collection and management of educational funds, and issuing of direct farming subsidies to 
the peasants have gradually alleviated the burdens on the peasants. Agricultural taxes were 
waived in more provinces and autonomous regions in 2004, and completely abolished 
throughout the country in 2005. According to a study (Zhu et al., 2003) tracking the 
experimental reform of rural taxes and fees and the reform of township and village 
management issued by the Ministry of Agriculture, burdens on peasants were reduced by 
about 45.8 percent in 2002 in the 20 provinces that carried out the experimental reform of 
taxes and fees.  

D. An empirical analysis of determinants of provincial economic growth  

In order to further our understanding of changes in regional disparities, we will conduct a 
quantitative analysis of determinants of regional economic growth. Using provincial 
economic growth data, we will investigate the main factors that influence regional economic 
growth and regional disparities. 

The basic estimation method of regional economic growth is regression analysis based on a 
growth equation derived from the new classical growth model (Barro and Sala-I-Martin, 
1995). The basic equation employed here is: 
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