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ABSTRACT

To improvetransparency is an important factor in government investment
project supervision. By building index system of government investment
transparency evaluation, using manual scoring to evaluate provincial
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government investment transparency, we found that government
investment transparency could differ drastically in each province. To
identify the specific reasons for the differences, empirical analysis in
influencing factors are conductedywe found that real estate development
projectsinvested by government, population and consumer spending have
a significant impact on the transparency of government investment.
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INTRODUCTION

Projectsinvested by government always provoke
seriousconcern of different sectorsof the society, which
isafield where corruption and scandal frequently oc-
cur. Distorted incentive mechanism and defectiveregu-
latory structureturnthe government investment projects
into shortcutsthat only benefit ardatively small number
of people. Emerging shoddy congtructionshave brought
huge potential security problemsto people’s lives and
assetsand definitely hinder the hedl thy devel opment of
the economy. It has been an issue that needed to be
addressed asamatter of urgency toimproveand per-
fect the mechanism of the government investment su-
pervision and makecivil society organizationsact as
supervisorsof government investment projects.

Improving trangparency isanimportant factor ingov-
ernment investment project supervision, aswell asan

effectiveway of ensuring the security of government
investment. Theunopened governmentd informationand
opagque procedures are abreeding ground for corrup-
tion. Setting up the mechanism to make government-
invested projectsinformation knownto the publicisof
great Sgnificancetoreducetheasymmetricinformation
and compress the space of rent-seeking and corrup-
tion.

LITERATURE REVIEW

Research on government investment transparency
of China’s scholars can be roughly divided into two
groups.

Thefirgt group anayzesthe present statusand prob-
lemsaf governmentinvestment trangparency. Zhangwe,
Zhu Hongliang™ makeastudy of information commu-
nication relationship andinformationfailurethat existed
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within the phases of agent construction projects. They
explored solutions againgt the problem of information
fallureand proposed ten kinds of systemsof informa-
tion communication and information disclosure. Chen
Huihong(2008) thinksthat asbudget surplusescouldn’t
be distributed to executor, the performance of spiriting
and restricting systemwould belimited. Thus, sherec-
ommendsthat public sectors should build up abinding
externa mechanismto decreasethedegreeof financia

information dissymmetry. Xiao Jungit thinksthereis
need for launching aspecia campaignto promotethe
disd osureof government-invested projectsinformeation,

which ensuresthe sufficiency, timelinessand accuracy
of government-invested projects. Zhang Zhao, Ma
Zhiguo, Cui Jianjun(2012) make deep analysisonrel-
evant legal system of devel oped countries, and offer
proposalstoimprovethelega systemwhich ensures
the opennessof information, procedure and content of
decision-making.Shen Liang, Wang Yuyan® find that
the execution of government-invested projectsinfor-
mation opening isnot ideal; government investment
transparency could differ drastically ineach province;

and the open information can’t satisfy the general pub-
lic after studying the the condition of transparency of
China’s government-invested projects. The formation
of thispattern headsfrom theweak will that the current
government possessto accept public supervisonand
theinaction of thelegidatureand inadequate public par-
ticipation. Itisnecessary to improvetherelevant sys-
tem, improvethetransparency of government invest-
ment.

Theother group focuses on the eval uation of gov-
ernment-invested projects. Zhao Lifang(2007) putsfor-
ward government investment decisontreeviagrey tar-
get decisonmodd , which takes society, economy, tech-
nology, environment, politicsand nationd defenseinto
account. Chen Bin(2007) buildsan evaluation system
that cantell the government investment proj ects suc-
cessor not fromthe project itself, harmonious society,
stakehol der perspective, using anaytic hierarchy pro-
cess. Ca Wenting, Lu Bo, ChenYgian(2011) putsfor-
ward asound after-government -investment projects
eva uation system, evd uating investment returnson gov-
ernment investment projectsand decision-makinglevd.

From the domestic research we can see that the
disclosureof government investment till needtobeim-
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proved, the government needsto further enhancethe
transparency of investment. Eva uation systlems, regard-
ing to government investment projects, mostly arefrom
the decision-making and implementation perspective,
the casefor transparency in government investment
evaluationrarely involved. In this paper, we buildsan
evauationindex system on transparency of government
investment. an empirical evaluation on Government
trangparency isconducted through thethedataacquired
from the Devel opment and Reform Commission and
Statigtica Yearbook. Fectorsthat influence Government
trangparency wereanayzed, combined with thedevel -
opment of provincesand cities, filling thegapsthat do-
mesticliterature spendslittletimediscussing.

GOVERNMENT INVESTMENT TRANSPAR-
ENCY EVALUATION

Thechoosing of evaluation indexes

Improving thetransparency of government invest-
ment hasbeen anissuetha theinternationa community
attaches great importanceto. Thereare some countries
gponsored the*“Construction Industry transparent items”
(CoST) jointly, which requiresgovernment investment
proj ectsto open fund information, contract information
and regulatory information to the publicand set up a
stakehol der committeeto ensurethat the government
discloseinformation oninvestment projects, meantime
evaluate the effect of information disclosure. CoST
hopes that through accountability and oversight, the
management level of government investment projects
can beeffectively improved, the corruption can bere-
duced.

Inthispaper, weemploy aninternationa reference
developed by CoST, and learn from val uation meth-
odology of Government Investment Transparency de-
veloped by Li Janjun. Evauationindex to estimatethe
trangparency of government investment arebuilt asfol-
lows: fiscal expenditurebudget and find accounts, total
investment, project construction necessity, project in-
vestment estimates, bidding details, implementation of
investment. Expenditure budget and final accountsand
thetotal investment are adopted to grasp the overal
gtuation of government invesment, messuringtheoverdl
government investment stuation fromthe macro. And
the evaluation of project construction necessity and
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project investment estimatesisto anayzethedecision-
making of government investment projects. Decision-
making stageisthe most important part to determine
theproject’s success. The link of bidding is a “disaster
area” where corruption in government investment can
bevery serious. The openfor biddinginformationis
conduciveto greater transparency and concretization
of government investment. Thesummary of the project
implementati on hel psthe government summarizethe
investment experience and analyze the construction
conditions, whichisof great significancefor “shabby”
prevention. Dueto the abovefactorsarerelated and
redtricted mutudly, itseva uationisamulti-target, multi-
attribute problem. Inthis paper, AnayticHierarchy Pro-
cess (AHP) isadopted to determinetheindex weight.
Thestratified structure model isestablished asshown
inFgurel:

| Transparency of Government Investment O |
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Figurel: System of gover nment investment transpar ency
evaluation

We ues 1-9 scale method to compare every two
elements, constructing ajudgment matrix A= (a; ) , 85
below,

17 1/2 3 2 2
1/7 1 1/6 1 1/3 1/3
2 6 1 5 2 3
A1/3 1 1/5 1 1/3 172
1/2 3 1/2 3 1 2
1/2 3 1/3 2 1/2 1

Usematlabtofind characteristic rootsof thejudg-

ment matrix, computethe maximum characteristic root
withtheformula AW = A4__ W .Finditscorresponding

eigenvector W, the weights obtained are shown in
TABLE 1. Check on theresults’s consistency, calcu-

late consi stency index CI:“;X%l” =(nistheorder of

judgment matrix), consistency ratio CR=§—:,

CR=0.032<0.1, passthe consistency check. There-
sulting wei ghts can be used asameasure of transpar-
ency ingovernment investment judgment basis.

TABLE 1: Index and weight

Index Weight
'(Al():clz jﬁi Expenditure Budget and Final 0.239438
(2) Total Investment 0.060129
(3) Project Construction Necessity 0.325451
(4) Project Investment Estimates 0.073811
(5)Bidding Details 0.174027
(6) Implementation of Investment 0.127144

Empirical analysis

Loca governmentsarethe subject of government
investment,they haveimportant Sgnificancefor regiond
economic devel opment, urban and rura distribution,
optimizetheindustrial structure. Ford,Poret (1991),
Eagterly Rebe o (1993) found that public capitd invest-
ment plays an important role for economic growth.
Government investment stimulates economic growth.
However, duetotheregion varies, thepoliciesaredif-
ferent, eachloca government’s investment regime is not
thesame, thetotal amount of investment and economic
growth aren’t at the same level. Local government in-
vestment also exists a series of problems. Xie
Ying(2005) thinksthat inloca government investment,
thereisablurring of investment autonomy, lack of stan-
dardized and scientificinvestment management andthe
supervision and management system of investment be-
havior isnot perfect. In recent years, despite thein-
vestment in order to regulate behavior, local govern-
ments haveissued their own government investment
management approach. However, government invest-
ment gtill thediffersfromregions. Tofurther andyzethe
trangparency of government investment situationin dif-
ferent regions, this paper employsprovincesand cities
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) Thetotal number Newly-commenced Numl_)er of Project Investme 2013 bidding
province Total Investment ; - . project .
of production project projects . usage ntvolume and tendering
investment
Jiangxi 1368.86 hillion yuan 55 99 500
) special investment
Hebei management column ) ) 40 40 40 )
Anhui ;LSQSS billionyuan (investment 165 165 165 152
in fixed assets)
Jiangsu overal situation 200 110 110 -
Zhejiang  departmental budgets - - - 411
Henan special financial information ) ) ) ) ) having notice
column
special investment having notice,
Hubei management 134 134 134 no specific
column, financial information information
Hunen ~ SPecid investment . . 532 532 532
management column
rough
. ) estimate procurement
Shanxi development planning 612 listin bidding
details
) updated
Sichuan - - t0 2009
no specific information, only
Shanxi Fiscal ) ) - - - -
Expenditure Budget and Final
Accounts
no specific information, only
" Fiscal local tender
Fujian Expenditure Budget and Final 21 221 221 notice
Accounts
7809.05 hillion yuan,
Guizhou  introduction about investment 32 32 32 79
structure
} . required
Heilongjia 82 ) applicatio )
ng n
200 major projects at provincial
level
(120 ongoing projects, 40
planning new projects, details of invested projects,
Gansu 40 preparing projects), with a disclosure 189 189 189 -
total investment of 2013 is better than 2012
10621.78 billion yuan, annual
plansto
invest 1550.90 billion yuan.
Analyze the investment of record
Shandong fixed assets of the whole construction
province project
set up specia
bidding
regulation
required website,disclosi
Liaoning 44 applicati uggitée_%;o ng government
on and enterprise
bidding
information,
rich in content
projects are
Yunnan classified and -
counted
project
pre-stage,proj . .
’ ) special investment ect mtrod_uctl
Qinghai 172 onis -
management column constructon,
. rough
project
auditing
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Number of

rovince Total I nvestment Thetotal number Newly-commenced roiect Project Investme 2013 bidding
P of production project projects _pro usage ntvolume and tendering
investment
- no specific
Jilin special investment projects,only
management column
asummary
Hainan Y Y Y Y
specia
investment
Tianjin departmental budgets 2 2 management
column,
administrative
measures
Xizang special investment introduction on key projects
management column
o including government
Xining B et siment
g bidding and project audit
fixed assets, aspecial
investment
Neimengg management column, project
u audit,
Summary Report on invested
projects
special investment
Guangxi  management column, project 106 106 106
approval
Chongging Y
Shanghai 54 54 54

nationwidefor the study sample, using theevaluation
system explained aboveto ratelocal government in-
vestment trangparency, accordingto theNDRC website
databy manual collation.

By manually checking provincesNDRC data, we
canfind public Stuationsof government investment ob-
viousdifferent among the provinces. Some provinces
Set upaspedd investment management column for gov-
ernment investment projects’ approval and public noti-
fication and thegovernment’s bidding situation How-
ever, someprovinces’ data updates slower, the data is
publicized upon application. Public disclosure of infor-
mation required to completethe gpplicationforminor-
der toobtainvdidinformation, obtaininginvesment in-
formationisnot convenient.

Based onthe aboveanalysis, we conduct manual
scoring accordingtothesix evaluaionindex. Eachitem
out of 1 minute,0-0.2 pointssaid we could not obtain
validinformation; 0.2to 0.4 points, said accesstoin-
formation iscumbersome; 0.4-0.6 points, said access
toinformationismore convenient; 0.6 to 0.8 points,
saidinformation voluntarily disclosed and transparent,
0.8-1 pointsrepresent ahigh transparency of informa:
tion. Right then multiply eval uation system scoresby
determined weight, thefina scoreof each provincecan
be obtained. The higher the score, the higher transpar-

ency the provincia government investment possess.
Whichindicatesthat government invesmentisrelatively
more open and transparent, the public can easily ac-
cessto government information for investment, the su-
pervision of government investment situation iseffec-
tively. Municipalitiesscoresasfollows:

Ascan beseen from TABLE 3, Guizhou, Gansu
Province score as high as 0.8 or more, the transpar-
ency of government invesmentisreatively high. Beijing
ranked third, government investment informationisa o
moreopen and trangparent. In contrast, Ningxia, Sichuan
Province, publicinformationisless. Transparency in
government investment should befurther enhanced and
improved.

From TABLE 3, theprovincia governments’s dis-
closureof fisca expenditure budget and fina accounts
informationisrelatively good, for the case of project
approval aso haveamore open system. However, for
thetota investment, the specific categoriesof invest-
ment, some provincesoffered less specificity, accord-
ing to the application needsto open or choose not to
open. For thefollow-up to theimplementation of gov-
ernment investment projects, only Guangxi ZhuangAu-
tonomous Region scoreshigher. Its Devel opment and
Reform Commission website al so makes photographs
of key projectsaudit situations public to the society,
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TABLE 3: Provincial and municipal gover nment investment transparency score

Fiscal Expenditure Project

Province Budget and Final Inv-l;jtr?:ent Pr ojeclsjeccryuction Investment ?Dlg?alrl‘sg Impllgcztnrt:éinc;n of score
Accounts Estimates

Guizhou 1 1 095 09 0.9 0.35 08%7
Gansu 0.96 0.98 0.96 0.9 0.9 035 08687
Beijing 1 1 0.9 0.6 0.5 0.45 0.28809
Anhui 0.96 0.95 0.95 1 0.2 0.33 0787
Fujian 0.9 02 0.9 1 0.65 0.29 02
Shanxi 0.67 0.23 0.9 0.9 05 0.8 01223
Guangxi 0.3 0.2 0.8 0.8 0.9 0.9 0-2143
Hubei 0.65 0.15 0.95 0.9 06 02 0701
Jiangxi 058 08 06 02 0.96 03 05548
Shanghai 06 02 0.8 06 0.8 02 06249
Hainan 0.2 0.35 0.9 1 0.8 0.2 0.6003
Hunan 0.65 01 0.95 09 02 02 05y
Jiangsu 06 02 0.65 07 0.3 09 05855
Neimenggu 0.9 02 06 06 03 05 0528
Chongaing 04 0.32 0.6 0.7 08 05 0-54%47
Xizang 0.3 0.4 0.7 0.7 0.6 0.6 0.565960
Liaoning 0.2 0.2 0.7 0.9 1 0.2 0-?%36
Xinjiang 0.3 03 0.6 0.6 0.7 0.7 0.54£;02
Hebei 03 0.8 0.9 0.8 0.23 0.21 0.513686
Zhejiang 0.75 0.2 02 02 0.96 0.25 04708
3ilin 03 055 0.36 03 05 06 osors
Shandong 0.9 0.5 0.23 0.3 0.2 0.2 0.4827
Guangdong 0.2 0.3 0.6 0.2 0.25 0.6 0-?;%57
Qinghai 065 05 0.36 04 02 021 03938
Shanxi 0.9 02 0.22 0.2 0.2 03 03908
I;eilongjian 02 02 05 04 03 04 0352
Henan 0.5 0.21 0.2 0.2 0.6 0.2 0.?:3320
Yunnan 02 021 055 05 02 02 03308
Tianjin 0.2 0.2 0.4 03 05 02 03246
Ningxia 0.2 0.2 0.2 0.3 0.2 05 0-2221155
Sichuan 0.2 0.25 0.15 0.1 02 03 0%"320

whilethe open of other provinceshaveyet to befurther  ment has made remarkabl e progress, the supervision
enhanced and strengthened. mechanism of government information publicity ismore
Overdl, thetransparency of our government invest-  sophidticated, appropriate policiesarefurther reformed
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andintroduced. However, aseriesof problemsstill ex-
istinthe Chinese government investment, such asthe
total publicinvestment isnot open enough, theimple-
mentation of the projectsaredifficult to trace, access
to information ismore cumbersomethanin Western
countries, thereistill alongway togoininformation
openness and trangparency of government investment
inpublic.

STUDY OF INFLUENCING FACTORSON
GOVERNMENT INVESTMENT
TRANSPARENCY

Through theaboveanaysis, we can found that the
provincia and city governmentsinvestment transpar-
ency score difference is large, the highest scorein
Guizhou provinceisas much asfour timesof that in
Sichuanprovince Provindd and municpd governments
investment transparency condition behavior quitedif-
ferently from each other. So, what kind factorsbring
thesedifferences?

Resear ch hypothesis

Redl estate devel opment and government invest-
ment transparency. He Yuanbin(2006) found
thatyBecause of asymmetricinformation, market play-
ersarenot standardized and other reasons, thereistill
thepower of China’s real estate market “rent-seeking”
phenomenon, thegovernment andthered estateagency
areclosdy linked. Many real estate companiesareac-
tively seeking to associate the government, in order to
meet its considerable devel opment. And real estate
investment,asanimportant part of fixed asset invest-
ment, hasagreat influence upon the government in-

vestment. Based on this, the hypothesis 1: themorethe
provincesinvestinrea estate, thelower thetranspar-
ency of governmentinvestment is.

Importsand exportsand government investment
trangparency. Accordingto theNational Bureau of Sta-
tisticsdata, in 2011 China’s foreign trade exports ranked
second intheworld, and foreign trade give astrong
boost to development of China’s economy. More and
moreforeign Investment comesto China, stimulating
our economy growth. In order to promoteforeignin-
vestment, governmentsal so introduced aseriesof poli-
ciesand measures accordingly, to create afavorable
investment environment for foreign merchant. There-
fore, assuming that thetotal import and export hasindi-
rect contact with theloca investment environment, and
higher transparency in government investment, means
that thegovernment encouragestheformation of amore
open and trangparent investment environment. Hypoth-
esis2: Total import and export isproportional tothe
government investment environment.

Popul ation and government investment transpar-
ency. By analyzing the scoreswe canfound many popu-
lous provinces have ahigher transparency of govern-
ment investment. The greater the number of the popu-
lation, may mean that the provinces havearelatively
abundant |abor, aswell asmore devel oped economic
environment, the public monitoring mechanismwill be
moreeffective. Accordingly, hypothesis3: Thenumber
of populationisproportiona to thegovernment invest-
ment environment.

Empirical analysis

In order to test the above hypothesis, the paper
carried amultipleregressonandysis. Dataisfromthe

TABLE 4: Coefficient

Unstandar dized coefficients Standardized coefficients

model — t Sig.
B standard error Book Edition

(constant) 492 .030 16.393 .000
Zscore (import and export) 129 .089 718 1442 .163
Zscore (real estate development) 139 .078 775 1.785 .088
1 Zscore (population) 244 115 1.358 2121 .045
Zscore (proportion of the tertiary industry) .058 .045 325 1.289 .210
Zscore (total unemployment) -.082 .061 -.456 -1.348 .191
Zscore (unemployment rate) -.058 .038 -.324 -1.529 .140
Zscore (Consumer Spending) -.418 181 -2.329 -2.312 .030

a. Dependent Variable: transparency
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ChinaStatistical Yearbook and corresponding provin-
cid and municipa Devel opment and Reform Commis-
sion. In order to remove dimens onimpact of thedata,
the datawerefirst sandardized by building multivariate
model. Use SPSSregression analysis, theregression
resultsareshown below:

Accordingtotheregressionresults, rea estate de-
velopment Coefficientis0.139, andin 10% of thelev-
elssgnificantly, verifying thehypothesis 1; regression
coefficient of theimport and export is0.129, but not
sgnificantly, hypothesis2isfa se; population number of
theregression coefficient is0.244, and in asignificant
level of 5%, verifying thehypothesis 3.

CONCLUSION

Through the above analysis, we can see that our
provincia and municipd investment transparency dif-
ferssgnificantly. Red estate devel opment, population,
consumer spending haveamoresignificantimpact on
thetransparency of government investment, transpar-
ency ingovernment investment hasyet to beimproved.
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