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This research estimates the impact of public employment on local labor
market by using the employment status survey. The estimation results cannot show clear effects of
public employment. We additionally estimate the impact of employment in constructing sector because
the sector heavily depended on public expenditure. The estimated impact of employment in the
constructing sector is negative, which means that the reduction of employment in the constructin?
sector increases the employment in other sector. The result can be interpreted as the labor supply
is constrained in rural Japan, and the inter-industrial labor adjustment may be worked.
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