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Productivity effect of social capital stock
— Comparison between Japan, the UK and U.S. using the RBC model-

Abstract

Concerning social capital in Japan, assets constructed in the 1960s have been reaching their service
lives, and the increasing cost for rebuilding and maintenance has become an issue.
In this article, we would like to verify the productivity effects of social capital stock by comparing Japan
with countries (the UK and U.S.), where advanced efforts were taken to construct social capital, thereby
achieving high economic growth, but then where the social capital has aged and reinvestment is needed
again.
To begin with, based on the national economic accounts of Japan, the UK and U.S., we will check the
present situation of social capital stock (fixed assets of general governments), estimate the productivity
effects of two respective industrial categories, then conduct a simulation using the RBC (real business
cycle) model by using a production function that reflects the productivity effect of social capital stock.
Then we will find the percentage change of respective parameters when the government expenditures
(public investment) as a percentage of GDP increase by one percent, to compare the effect of the social
capital stock of respective countries.
In the UK, social capital was effectively constructed, maintained and controlled by aggressively utilizing
PPP/PFI in combination with the efforts by industries; thereby the productivity effect of social capital is
extremely high. Therefore, looking at the results of the simulation, we find that the consumption
increase ratio is larger on the plus side compared with the U.S. and Japan, and that the wage rate stays
at high levels. This fact suggests, we believe, a future certain direction for constructing, maintaining and
controlling social capital in Japan where the percentage of maintenance and repair costs will increase.
Mayumi Edagawa
Key Words :Social capital stock, RBC model, PFI/PPP



