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In the literature, there is no clear evidence of a positive relationship between 

infrastructure investments and economic development. In Brazil, the strategy of development 

of the interior areas, far from the sea, are based on construction of the road infrastructure. 

Policy makers, especially majors and governors, usually present high demands for roads, 

airports, railways as a way to escape from underdevelopment. The development of road 

infrastructure changes the regional economy of the municipalities; however the directions of 

the effects of these investments are not clear. Labor and capital move to one place to another 

in response to the new opportunities. The migration effects on labor market outcomes can be 

positive or negative depend largely on the size of complementary and substitution effects on 

labor force (own price and cross price elasticities). Capital also moves to different places, and 

the new investment can sometimes, cancel the positive effects of previous acquisition of 

physical capital. Although they are still very preliminary, our main results shed some light on 

the limited or negative role that investments in the transport infrastructure can have as a 

strategy of regional development or of improving well-being. Differents kinds and signs of the 

effects depending on the characteristics of the area surrounding the road and its main 

objective (that is, if there is a link to a important port or a connection to a strategic road, etc). 

For example, in the poor neighborhhods close to highways, we observe a negative impact on 

the GDP per capita and on the education levels. In addition, the agricultural employment rate 

increases while the service employment rate decreases. In the rich region where the 

improvement of the highway connected the coffee production with the port, the highway 

investment has a positive effect on years of education and high school attendance. 

 
 

 


