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An Analysis of Economic Effect of
Government Public Investment

YU Chang-ge

(Institute of Economics, Chinese Academy of Social Sciences,Beijing100836,China)

Abstract: Concerning the economic effect of government public invest-
ment, there are many disputes in academic circles. A series of research a-
chievements discover that public capital is positively relevant to economic
growth. But some scholars have contrary conclusions. This paper uses the
theory of economic growth to analyse the economic effect of public invest-
ment, Data in China are filled as samples to carry out an empirical test. The
following conclusion is drawn in the end: government public investment is
positively relevant to output. On this basis, the paper employs an economet-
ric model and presents an innovative estimate of optimum scale of govern-
ment public investment; the optimal ratio of public investment to GDP
should be 4. 5% whereas the optimal ratio of public investment to fiscal ag-
gragate expenditure should be 22% or so.

Key words: government public investment; economic effect ; optimum

scale
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