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Public Capital, Private Investment and Regional Poverty Trap
Fang Yingfeng, Tong Guangrong and Zou Wei
(Economics and Management School, Wuhan University )

Abstract: Based on the new —economic growth framework, the paper studies regional poverty
concentration in the interaction between public capital and private capability investment. Our
analysis shows that, public capital provides a threshold to private capability investment, and only
when the public capital grows over this threshold level, the privates can be willing to invest in his
capability. At the same time, the role of public investment is determined by which type public
capital is chosen in improving the regional economic growth. If public capital is capability —
complementary type, increasing the public investment will improve the private investment. When
the public capital grows over some threshold, interacting with private investment, public capital
investment can make the regions walk out of the poverty trap. If public capital belongs to
productive type, increasing public investment will crowd out the private capability investment, and
the equilibrium path of income will become uncertain.
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