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Abstract

The Government Spending Multiplier
by Expenditure Type, Persistence,
and Anticipation Period

Donglk Kang

First, using a VAR and recursive identification scheme, 1 study the
effects of wvarious ancillary assumptions on the estimated effect of
government spending. I study the effect of using National Account versus
General Finance Statistics data as government spending measures,
multiplier definition, treatment of trend, analysis period and using
alternative variable definitions on the estimated effect of government
spending. I find that, these supposedly ancillary assumptions can make a
large difference in the government spending multipliers computed from
the estimation results, However, the general shape and pattern of impulse
response functions show a consistency across specifications,

In addition, T construct a DSGE model that successfully replicates the
impulse response function for total government spending from the main
specification of the VAR results, Using this model, I study the impact of
expenditure type, persistence, and anticipation period on the
macroeconomic effect of government spending. I find that the government
multiplier decreases once one accounts for the anticipatory effect between
government spending news and actual spending. Persistence and

expenditure type also have a pronounced effect on the multiplier,
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