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Abstract

Multiplier effect of transfer: Focusing on
household heterogeneity

Jinhee Woo - Donglk Kang

This paper quantitatively analyzes the multiplier effects of government
transfer. We construct a general equilibrium model that incorporating both
household heterogeneity in terms of income, asset, and labor market
status and nominal rigidity. In order to investigate how much does
multiplier effect of transfer varies depending on targeting household’s
marginal propensity of consumption and labor market status, we compare
multipliers between when transfer is targeted to the long-term unemployed
and when transfer is targeted to the unemployment benefits recipients,
According to our quantitative exercise, multiplier effect of transfer is
significantly larger when transfer is targeted to the long-term unemployed.
This result implies that to enhance multiplier effect of transfer, it should

be targeted to the household with lower level of permanent income.
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