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The Complementarity of Government Investment and
Private Investment:

Based on the Common Prosperity Age

Li Yuelin Chen Yunxian

Abstract: Common prosperity is an important target in a future stage of development. As an important
production factor driving economic development, capital plays an important role in the process of
achieving common prosperity. From the perspective of mezzoeconomics, this paper considers the impact
of public capital on private capital, and put forward suggestions for paying attention to a reasonable
proportion of private capital. First, introducing government investment into the two-layer nested CES
production function, to verify the complementarity of private investment and government investment.
Then, an extended Ramsey model is established to deduce the optimal ratio of private capital to public
capital in the steady state, and it is found that the proportion of private capital is lower than the optimal
level. Finally, through the decomposition of the technical change bias index, it is found that the technical
change bias to private capital is mainly derived from the accumulation of private capital, followed by the
complementary effect of public capital and private capital. Therefore, while encouraging the increase in
the proportion of private capital, it is necessary to realize that this will cause technology to favor private
capital, leading to a further expansion of the gap between the rich and the poor.

Key words: common prosperity, complementarity, CES production function, capital structure,

directed technical change
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