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Economic influences of deteriorated public infrastructure on
Japanese economy: Application of dynamic regional computable
equilibrium model

Yoji Kunimitsu (National Institute for Rural Engineering of NARO)

Public infrastructure, such as road, irrigation and drainage facilities, is expected to
increase GDP via improvement of productivity in transportation and agricultural
industries. However, there is high possibility of deterioration of such infrastructure
because of future serious disaster and the delay of renewal projects. This study aims to
evaluate future influences of deteriorated public infrastructure based on the projection
of public capital stocks in each region. We used the dynamic computable general
equilibrium model to measure regional production and national income in Japan. The
model used here consists of 9 regions and includes endogenous growth mechanism of
total factor productivity in each industry. The simulation results demonstrate the
necessary amount of investment and its negative impact on economy for the future Gf
public investment can be increased) or the economic influences of stopping service of
public infrastructure (if public investment cannot be increased). The model also shows
the benefit-cost ratio of assets management measures for public infrastructure. Based
on above prediction on future situations, policy implications on public investment are

discussed.
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