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This paper provides an empirical analysis of productivity and efficiency of public capital

stock using a panel data of Japanese prefectures. In order to avoid the biased estimation

that may arise from labour movement and spillover effects of public capital stock across the

prefectures, we classify 46 prefectures into 11 clusters of Hokkaido-Tohoku, North-Kanto,
South-Kanto, Hokuriku, Koshinetsu, Tokai, Kinki, Chugoku, Shikoku, North-Kyusyu and
South-Kyusyu. Firstly, we estimate production function to observe the productivity of

public capital stock. Secondly, marginal productivity of public capital is compared with

that of private capital to check whether public capital stock is optimally allocated in the
sense of the Arrow and Kurz's (1970) first best criterion. Our findings indicate that the
public capital stock was insufficient in North-Kanto, South-Kanto, Hokuriku, Tokai and

Chugoku areas. In contrast, there was excess public capital stock in Hokkaido-Tohokuy,
Koshinetsu, Kinki, Shikoku, North-Kyusyu, and South-Kyusyu areas.
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