A Tentative Study of the Public Investment

——An Econometric Forecasting Model of Gifu Prefecture

Makoto Yamaguchi and Hiroyuki Shibusawa

This empirical study will present the structure of a macro-scopic
econometric forecasting model for Gifu Prefecture, which is located at the central
of Japan. After the crash of the Bubble Economy, the Japanese economy
continues to slow down. Recovery has been delayed by slack demand. In those
conditions, it is very important that the Local Government knows the effect of
public investments.

The model will be estimated with annual data for a 1971-1996 sample
period. The observed period is 1970-1997. The model contains sixty equations.
Fifty-five stochastic equations are estimated and five are definitions. Block A
[Employment]: ten employment functions of each industries are estimated. Total
employment is definition. Block B [Industrial Production]: eleven functions of
this block are estimated equations. Ten functions about the major group
industries. One is the function of imputed service charges. Block C [Income and
Expenditure]: This block contains five estimated equations and three definitions.
The estimated equations are prefectural income, private final consumption
expenditure, government final consumption expenditure, gross dwelling capital
formation (investment), and others (except capital formation of private sectors and
public sector). The definitions are gross fixed capital formations by private sector
and public sector, total capital formation, and gross prefectural expenditure (equal
to production). D [Private Investment or gross fixed capital formation by private
sector]: Here are ten estimated equations of industries. Block E [Private Capital
Stocks]: ten estimated functions of ten industries. Block F[Social Overhead
Capital]: Here are five estimated equations. Block G [deflators]: Two estimated
functions are the deflator of public capital formation and the one of total
expenditure.

After the final test and other shock tests we will use this model to procedure
three cases of conditional forecast up to 2010 assuming reasonable trends of
Japan.
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RIS OB E L THEE L2 ARER WA, SEIERTORZRBICTSZ&icLk, FI—4%K
DN E DD N, NTT, IT, IREOREITHESIBEAORDBANDHHDT, TH
5OEFIISY I —EHRTUB L,

(51) RMEAZ by 7itesRk

KP21 =K121 +K221 +K321 +K421 +K521 +K621 +K721 +K821 +K921 +K021

(52) RREMEBEAZ by Z7B% &kH21 )

F. #t¥4X70v o
(53) HMERMBHEAEAZ by 2B, (54) ERABBEEERELA Ny Y
(55) PaskokEMBHEASEAZ My VK , (56) EABREEREAZ My VB, (57
ZOMIREAR by I EEK
(58) #&EAA Ny JatERRA

KG21 =KL21 +KI21 +KA21 +KC21 +KZ21

(BE) F7L—% (i) Ty

B AR T e, BTN THWLREM R A—) Tk, AEE (B
A=) DPREERLHEENH S, EAREEZEL T, ANBET 7L —F ERHT T L —
B EFHUTAHEAREER L. —DOF 7 L—F bEFNTHAL TWBERED S E ANz
Lo TWADT, IS FHIRENFTHRETE 5,

(59) NIEET 7 L —5 —B

(YYDF21) = .12763321% const. + 83713916% (YYDF21)-1 +1, 550D~02% (YY21/NN21)
< 6.147> < 14.236> < 1.018>
RR=0.9914 RRB=0.9905 SD= 1.104D-02 DW=1.801 DF= 19 MAPE= 1.00




I B IR NS B R P IIGHRE )L

(60) AT 7 L —4& — Bk

(IGDF21) = ,14311998% const. +. 45541244% (YYDF21)  +. 39208171% (IGDF21)-1
< 2,933 < 1.839> < 1,599
RR=0. 9342 RRB=0.9273 ' SD= 2.672D-02 DW=1.607 DF= 19 MAPE= 1.93

1 N—T¥)FAYEE

RRB "\ t -3.0 -2,0 -1.8 -1.3 -1.0 1.0 - | Total
-0.99 9 4 2 4 3 0 22
-0.95 2 6 0 4 2 0 14
-0.90 2 0 0 2 4 0 8
-0.80 0 0 1 4 0 0 5
-0.70 0 2 1 0 1 0 4
-0. 60 0 0 0 1 0 0 1
Total 13 12 4 16 10 0 54

T7AFNTANORRR, FRICEEDELIIHBRMETSKETH S, FEIFLTITF- 72
HEMDIIab—2alFANTH, ZOEFINKBROY 7 OR—ZDIREOH & &+
FL—29BEERHT, >ay 7B MABHEER>TVWEZ ENGh o, REFIVE R
WS AT AR 10 EREDO TR EIT D DIk et E 24 2 H > TWna Sl L7,

®2 T7AFINTAMEE

R \\ MAPE -1.0 -3.0 -50 -10.0 -15.0 15.0 - | Total
-0.95 9 25 10 9 2 0 55
-0.90 0 3 4 0 1 10
-0. 80 0 0 2 1 0 0 3
-0.70 0 0 0 0 1

0.70 - 0 1 1 0 0 2
Total 9 28 16 16 2 1 71

4, BbYIZ

AR T, R 7 0BTV EMICHEM T 5 & FRHC 10 EEAHIC X 5 E KSR
MBI ZNAELL T E ORME B TE 2 ETINEMBE L, 21 #0202 THEKE
HHARBEOHIZBREICA > EEASNDRINICH D, USA TOFORENTHELS 7 7H
S, RWERTORALHE, HEREUE T ORI Z (LRMEL SR 2K 5 MBI T 2 3 S
WIS B, EPICBWTOHIRMOBAEIIEN D DDH D EF A, NH_BEOFELR R
EZ2EZATHHENRRELE T ICRET 2 0ENE L > TV5, EFII OBEBILOIEFD—
AT, BT DI LK THSRILYE MR B ICHRTEBL L HEETH D, FETFIEZ
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