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This paper provides an overview of both theoretical and empirical literature on the link
between public investment (capital) and economic growth (national income). We first survey
the channels through which public capital can conceivably affect growth. We then turn to
reviewing the existing empirical literature, and we conclude that although not all studies find
a growth-enhancing effect of public capital, there is now more consensus than in the past that
public capital furthers economic growth. However, the impact reported by recent studies is
not as big as some earlier studies suggested. We conclude by an overview of what is known

about the optimality of public capital stocks.



