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This dissertation consists of four chapters, and studies various aspects of the interactions between public and
private sectors by the use of different econometric methods.

The first and second chapters analyze the interactions between public and private inveétment and GDP
growth. Utilizing the methods of GMM (Generalized Method of Moments), OLS (Ordinary Least squares) and
VECM (Vector Error Correction Model) for Japan, the US and China, it shows that both public and private
investment contributes to economic growth greatly in Japan, while in the US public investment plays less
important role than private investment, and in China public investment contributes greatly to economic growth
but private investment seems to do not. 4

The third and fourth chapters examine the relationship between private consumption and government
activities. Chapter three, based on pooled data of Japan and the US, esﬁmates an augmented consumption
function so as to investigate the effects of private investment, government consumption, and public debt on
private consumption by the methods of pooled OLS and Seemingly Unrelated Regression (SUR). It is shown
that public debt may have a little net wealth effect on private agents, and that government consumption
contributes greatly to private consumption.

Chapter four, based on the assumption of intertemporal optimization and “effective” consumption theory,
investigates the effects of Japanese government activities (government consumption expenditure and new public
debt issue) on private consumption by OLS and SUR. It shows that : (1)Government consumption exhibits
strong positive effect on private consumption, which is in line with Feldstein (1982) and Cambell and Mankiw
(1990), but differst from Kormendi (1983), Aschauer (1985) and Graham (1993). (2)Public debt has relatively

weak positive effect on private consumption, which accords with Feldstein (1982), while contradicts Kormendi
(1983).
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