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Optimal Confrol Problem of Public Inveétment
with System Noise
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Y. YANAGISAWA and I. OKUTANI

In our earlier work it was presented that optimization of the dynamic regional
allocation problem of public investment can be solved by applying the concept of
stocastic control of a system if the regional economic structure is established by a
linear econometric model which includes various economic state variables as endo-
‘genous variables and public investments as exogenous variables. The optimal
investment series derived from this procedure is optimal in that it should maximize
“the expectation of the system objective”. However, as a matter of course, public -
investment process can never be repeated. In this paper we present some results of
simulations taking the diturbance term (or system noise} included in the econometric
model into account in order to reveal the implication of the optimal solution of our

specific problem.
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