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Can network infrastructure construction realize the transformation
and upgrading of enterprises:
a quasi-natural experiment from the “Broadband China”

JIN Huan, WEI Jiali, YU Lihong
(School of Business, East China University of Science and Technology, Shanghai 200237, China)

Abstract; This paper considers the implementation of the “Broadband China” strategy as an exogenous policy shock,
and examines the impact of network infrastructure construction on enterprises’ transformation and upgrading and the underlying
mechanisms by using the progressive difference-in-differences method, based on the panel-matched data of Shanghai and
Shenzhen A-share listed companies and prefecture-level cities from 2008—2018. The study finds that the pilot policy of
“Broadband China” can significantly promote the transformation and upgrading of enterprises characterized by R&D
innovation and total factor productivity. After excluding other policy interference, eliminating sample selection bias and
selecting urban slope as an exogenous instrumental variable, the conclusion remains robust. The mechanism test shows that
upgrading high-end human capital and reducing internal transaction costs are two important paths for network infrastructure
construction to help enterprises transform and upgrade. Heterogeneity analysis finds that the pilot policy of “Broadband
China” strategy has more comparative advantages in private enterprises, traditional industries and central and western
regions. Furthermore, the results based on the industry classification criteria of listed companies which is embedded by life
cycle theory also show that the implementation of the “ Broadband China” strategy has the greatest impact on the
transformation and upgrading of growing enterprises in the manufacturing industry, while the impact on mature and declining
enterprises is not obvious. The conclusions of this paper not only broaden the microscopic research perspective of enterprise
transformation and upgrading theory, but also provide reliable empirical evidence and policy implications for the structural
transformation of China’s macroeconomy.

Key words: network infrastructure construction; transformation and upgrading; Broadband Chinaj; enterprise life cycle;

difference-in-differences



