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Regional Effect of Provincial-level Public Investment
in China;: Mutual Benefit or Using Neighbor’s
Field as a Drain

HAN Ren-yue, CHANG Shi-wang

(School of Economics, Shandong University, Ji’nan 250100, China)

Abstract: The paper investigates the dynamic effects of public invest-
ment in the provincial level on output and employment by constructing VAR
model. Empirical results show that employment effect of regional public in-
vestment is mainly featured by using neighbor’s field as a drain and output
effect of regional public investment is featured by mutual benefit. Public in-
vestment inside generates crowding-in effect on employment in more than
half of regions (16/26) and public investment outside generates crowding-
out effect on employment in more than half of regions (18/26). From the to-
tal employment effect, public investment promotes the formation of three
major employment centers, namely Beijing, Shanghai and Guangdong. From
the output effect, public investment inside generates crowding-in effect in 17
of 26 regions and public investment outside generates crowding-out effect in
3 of 26 regions.

Key words: public investment; mutual benefit; using neighbor’s field

as a drain; crowing-in effect
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