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A game theory analysis of superfluous construction
of local government in China

GUO Jing-yuanl, KONG Zhao-kunl, CAO Zheng-qing2
(1. Haerbin Institute of Technology, Heilongjiang Haerbin
2. Shenzhen Social Science College, Guangdong Shenzhen)

Abstract: In china, superfluous construction is a special product of the transition economic system.
Local governments directly involving in economic activities cause superfluous construction, for the local
interests, particularly, the interest of local governments themselves. When facing the rising demand for
products and the high products profits, local governments rush headlong and make investment decision
targeting at the maximizing the local interest. The result is there is excessive investment at one industry.
When the demand is no longer growing, the excessive surplus is appearing. Then local government take
protective measures avoiding local company withdraw from the market competition to maintain local
employment and prevent the GDP decline. So, the payoff matrix of the chicken game between
enterprises under market economy system is changed. Market cannot function well, and enterprises
cannot withdraw from market. Superfluous construction cannot be digested by market. Hence, in order to
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fundamentally resolve superfluous construction should start from regulating the local government

behavior, letting enterprises become the main players in the market and letting the market function well
its adjustment mechanism.

Key words: superfluous construction; superfluous construction; excessive investment; chicken game



