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Regional developments have become increasingly important issues during recent years. In
order to achieve growths of regional economies, it is of importance to strengthen the
intraregional cycles among investments, consumption and production. It has been widely argued
that public infrastructure is one of the important sources of economic growth and enhances the
productivity of the entire regional economies. However, little work on the economic impact of
public investment in connection with other macroeconomic variables has been done so far. We
are interested in a dynamic macroeconomic model for evaluating the effects of infrastructure
investments on the economic growth of a country as fiscal policies. This paper proposes a hew
model based on a standard dynamic stochastic general equilibrium model, where the increase of
infrastructure investment produces the increase of output. Furthermore, we estimate the
structural parameters of the model by using Particle filter and self-organizing state space model.
In most previous papers, structural parameters of models are assumed to be invariant. However,
in this paper, the structural parameters are time-varying and structural changes of parameters are
detected. By using these parameters, we can analyze the impulse response of public investment
shock through time.



