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DOF ECONOMIC BULLETIN ON PUBLIC AND PRIVATE INVESTMENT 

 

Public infrastructure investment has a high economic rate of return---29.9% on 
current quarter NG investment, almost five times borrowing cost using the current 
rate for 25-year Treasury Bonds. (DOF Economic Bulletin on NG Investment, 3 April 
2019).    

Public investment and private investment are likewise highly correlated. Public 
investment provides a strong boost to private investment. When government 
constructs an expressway or a railway, for example, in 3 quarters or so, private 
investment mushrooms around the expressway to provide goods and services to 
users, boosting economic performance and reducing poverty. This, in turn, expands 
the tax base in the area where infrastructure is located. */    

Data for two decades show that for every percentage point of GDP that public 
construction rises, private investment rises by 1.25 percentage points of GDP with a 
three-year lag and 2.03 percentage points of GDP with 4 to 6 years’ lag.  The 
regression results are highly significant. (Table 1).  

Table 1. REGRESSION RESULTS: IMPACT OF PUBLIC CONSTRUCTION 
ON PRIVATE CONSTRUCTION 
 

  

Dependent variable: Private 
investment     

Level of 
significance 

  

  Coefficient t-statistic   
  

NG investment (-3) 1.34 3.95 0.0006% 
  

NG investment (-4 to -6)) 2.03 3.32 0.0027% 
  

Real lending rate (0 to -1)  -0.13  -1.55 0.125% 
  

Adj R2 = 0.24   n=69             
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In 2018, public construction rose by 20% in real terms from 12.7% in 2017. Thus, in 
the next three to 6 quarters, private investment is expected tp expand by a 
cumulative 24.6 percentage points of GDP.  

    

DOF View 

The best way to revive economic growth in the country after the budget impasse in 
Congress resulted in a disappointing 5.6% growth in the first quarter is to streamline 
budget implementation, particularly for infrastructure projects. To ensure sustained 
economic growth in the years ahead, raising the NG investment rate to 5.4% of GDP 
in 2019 and further to 7% of GDP in 2022 is the best strategy to take. 

------ 

*This was confirmed in previous scholarly studies, including: 

a. ADB Institute (Yoshino and Pontines), The “Highway Effect” on Public Finance: 
The Case of STAR Highway in the Philippines, 2015. 

b. Partnership for Economic Policy (Angelo Taningco, Erwin Corong, Lawrence 
Dacuycoy and Rachel Reyes), “The growth and distributive impact of public 
infrastructure in the Philippines”, 2013. 
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