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ABSTRACT

ABSTRACT

The issues of economic effects of public investment, an important theoretical and
empirical research, have been the academic and practice sectors of great concern. In
the current context of the efforts to increase public investment in response to
economic crisis in China, clarifying the economic effects of public investment is more
practical significance and urgency. Paper has evaluated practical results of public
investment policies in China to achieve by a more comprehensive empirical study and
made relevant policy recommendations according to the empirical conclusions, on the
basis of definition and theories of public investment.

In the basic theory, the author defines the meaning of public investment from
public capital, that is the investment used to provide and the format public capital. In
the empirical analysis, the author studies two aspects: status and economic effects of
public investment, which have some important conclusions.

In the analysis to status quo of China's public investment, the conclusions are: (1)
the total scale of public investment increases largely grows faster, but the growth rates
of public investment are significantly different among the regions and industries. (2)
The aggregation level of public investment is higher in the eastern region, low in the
central and western regions. With economic development, such investment differential
between regions is not significantly improved. (3) In total economic public investment
is a larger proportion, social public investment lagging behind is relatively small.

In an empirical analysis to effect of public investment in technological progress,
employment effect, crowding out or in private investment and economic growth, by
constructing a theoretical model and using China’s provincial panel data, Paper
obtains the basic conclusions: (1) economic public investment has the greater effect of
technological progress than social public investment in the long-term. (2) Road
density crowds in employment weakly in the current, but its lag effect becomes
weaker and not significant; whether in the current period or lag, changes of the level
of health facilities both have no significant effect on employment; the increase in
educational facilities has a significant negative effect to employment in current period,
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but a remarkable crowding effect in the lag. (3) In general, Public investment
significantly squeezes into the local private investment. Economic public investment
squeezes into a private investment, but social public investment is not significant
extrusion. (4) The theoretical analysis shows the relationship between regional growth
rate of balance path and their public policy is not clear; Empirical analysis shows,
both in the national level or regional level, the current behavior of public investment
has contributed significantly to the economic growth, but significantly inhibited the
economic growth in lag period; In the long run, economic growth effects of public
investment are different among regions.

In this paper, the innovations are: In the research point of view, (1) studying
economic effects of public investment using data on China's provincial-level enhances
the reliability and policy operability of the research results; (2) the study on economic
effects of China's public investment is a systematic and comprehensive one from the
perspective of supply-side. In research methods, (1) in the study on technological
progress effect of public investment, using some more cutting-edge analysis methods
of panel data, such as Panel Unit Root Tests, Panel Cointegration Test, Fully Modified
OLS(FMOLS) and so on, has mad positive results more accurate. In addition, adding
cross-district spillovers of public capital items in the empirical model, to distinguish
the local effects of public investment and cross-regional spillover effects, has mad
empirical findings more complete. (2) the studies on the employment effects,
crowding in or out private investment, the economic growth effects of public
investment are based on certain dynamic empirical model, and also focus on the
frontier regression method, such as the differenced GMM(DIF-GMM), the system

GMM (SYS-GMM), etc., the reliability of conclusions improved to some extent.

Key Words: Public Investment; Economic Effect; Empirical Analysis
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