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The Wdfare Cogs o Public Invesment Padlicy

WANG Xiong-jian, ZOU Heng-fu
( Guanghua Schod o Management , Peking University , Bdjing 100871, China)

Abgract : Public invegment policy plays an inmportant role in determining ecoromic gromth and socia welfare.
Qvernment levies taxation and uses the revenue to finance the public invegment in irfragructure capitd. This
paper defines the welfare cog of public invegment policy in an endogerous growth framenork. We develop a method
to conpute the socia welfare when the econonmy ison its trangtiond path , and conpare the welfare cogsof different
policies. Although taxation often causes di gortion to the ecoromy , government may utilize certain short-run policy to
correct such digortion and inmprove socid welfare.

Key words: Public Invegment Policy; Infragructure Cgpita ; Welfare Gog; Pareto Optimum; Trangtiona
Dynamics



