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Abstract

How do development projects influence the geographic distribution of economic activity within low-income and middle-income countries? Existing research focuses on the
effects of Western development projects on inter-personal inequality and inequality across different subnational regions. However, China has recently become a major financier
of economic infrastructure in Africa, Asia, Latin America, the Middle East, and Central and Eastern Europe, and it is unclear if these investments diffuse or concentrate economic
activity. We introduce an original dataset of geo-located Chinese Government-financed projects in 138 countries between 2000 and 2014, and analyze the effects of these
projects on the spatial distribution of economic activity within host countries. We find that Chinese development projects in general, and Chinese transportation projects in
particular, reduce economic inequality within and between subnational localities. Our results suggest that Chinese investments in “connective infrastructure” produce positive
economic spillovers that lead to a more equal distribution of economic activity in the localities where they are implemented.
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