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et = otk 3k ARV A oR o ghs 7MY L A
7F AL W 2= 50 e Bol= TS AAISHL 3

Blanchard and Perotti(2002)% v]=+2] ZX}/‘ﬂﬂltﬂﬂﬁﬂﬂ 4R
3} 2Ae] W3le] Ee A :éLTJr;— TZ% VAR event study W
sto] A8k vt 1 AEEAlE A9 ARAEe] AsA vk
skt Z2A9F o] HAIE xiLmﬂ w3 A=A JEE o]&aklaL, 1 3o

OECD F& 57030 tat A4xZ< GDP, <1Ze

14, o]zkgel WA= a3hs SVAREF S ol&ate] £4asi=d], 1 2
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ToT 1B #aL, 2) AVAE S7HEY 2ARF ¥ R S
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up g7jolAbgel et GFE FAfell ek v=wo] auEA] Ko A
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VAR(Vector Auto—regression) 5382 AFE-S Sims(1980)¢]2] AAZA
AEA] A5 ARgEolge). ey F2 F A Eat B ARgE o
Sk A AT A o= HE o] 8o HA| &k A Ak w3 VAREES 4
Xﬂo]iﬂ oES HiAlekaL Al AdS BARNE 5 e o] AxpAt

o] &sto @M, Cooley and Leroy(1985) ol <Jshd, 7141 Ao
%Oﬂ X Ech= B W 9l Bernanke(1986), Sims (1986) 5-&
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olgfgt FoF(reduced form) VAREHO] SIS =53l7] $I3 WHo=
T-ZA (structural) VAREHS Aerstar wbdAZTE SVARESHS =okg

VARE G o= G| AA|o]Eel| Y2t Alekxdstol| A ¢4 F24-S 2Hs}
i olE SAR F8 WAHTEY SeA FEL A Aol W
A= ks A 7 e Aol Atk ofof uhet i Aol o] FA R
KR = A g ke B E%(SVAR)% AR, A A o] AE S

Blanchard and Perotti(2002)2] ol Er}h 1 83 ofolt]o]
= AR $AE ARteR=E «] FAA A1 %H(decision lag)E 31#]3k=d
ATk A Aol gk oJAAZL 93], AN, ANIGAE E3tehE tha 1
ARNGE ARk 317] witell Fd 7] WA AAZHE o] wstel] Faks
= 7 lvhar 7pgetth 1elar 7)) oy A ofs] vehs ARt
A= e 724 AR A Tl B ofHg- B R A 9] g

2 Ry ARgshe W AAWe o] ARAE(g), A1), GDP(y),
i E7FHSGRE GDP deflator(p), ®Eolx-& ¥4 3y wH7] 3|A}
A FErader)e 2718 A5E o83ttt AW A5+ Blanchard
and Perotti (2002)0] wWaw, AHEAZLS AR AH|AEH(GO)Y AFF
A= (GD= &3 /ds AREsHH, Ale sXAE TRANA 24
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A, AlE 2 848 AFAEE ARSg) F3A% o
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WEAHE AAANA e BAFEHRe] JRA Y %
shsd dvta B u), AR AAH gyE BAshesd SEAAEA
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D: 5x1 A<=vector
Cs :s(=1,2,....m)°l th3sk 5x5 34

t - - -
U= (uf ,u, ,uf,ul,u; ) 5x1 FFF uehdt

U= s<td ® X(s)eoF Fatelw, (t—1)7]ol o]&7Fs3 A Hs}ol A
dESE7Fs3 Y1) 3¢l innovationolth UY #EA—E&EA PHE
EUU'= Zo|t}. o] A BE 22 22 $5WUFE 7 uR D} C.9
OLSFA2 a&74 (efficient) ol th. F-F5H79] A4 AlAF(numer of lags)
+= likelihood ratio test$} Akaike information criterion®l 23l 3} zlc}.

o]7]¢ Amisano and Giannini(1997)¢] AB=E&el we} FoFy o]
o] Ut o 7324 54 Vt 1t #AA S EE5HH

AU,= BV, (2)

o, A9} BE 5x5 @doln] Axb: WS ZAH |, FAbs FEA
73} by Akl ARBAS etk 24 24S =94 37
A (orthogonal)©]g} 7FA 3}, 1 -
A el v ol 9 Th

BN o of
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>,
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N,
do
:.OL_',
o
)

AY,=AC(L)Y,_,+ AU=AC(L)Y,_ .+ BV, (3)

i

Q)

s ¢

oz
o

= Z718kl A 3k (inverse transformation)dle]  ©]&H
T E)( moving average representation)® FAIWS wf 1 AUt =
AvkeS etk 22 RrR AW 1.0 % vE 2719 84 4
< Fol, 1 T4l digh A vhgS AV|gte] HAA #EETo =M
T g AWl gk Wit E o] BhE-S FEi R A% 4 ik 4 (3)
<
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B = xdshd 32 2 724 FANSETE =EHoh
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x4 T4 AdATS el A4 eulE Zt=S gt Blanchard and
Perotti (2002)9} Perotti(2004)dl] whebd uf o} ol = the A71+] o)

NPAY $A02 A2 5 Ak F, 1) FEAET 249 GDP, B, of

g W skl tigh AsA vk, 2) AR o] AA] Wl gk A AU A
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up = oy ul 4 oy ulb 4+ o up + B, el + e (2b)
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(structural orthogonal shock)©]t}.
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BIAHE Wgsto] APFAE A 7J9-o] st Foleh =kl
2 WH3l= 2y E Aot} ™A HE vle} o] 9
19]7] GA] FA3 Wal3ol9) a7 93197 o]F WEgo| 7 Z7}3)
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024 |\ 04
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HRAEAZ

E

2
T

HRAEAZ

PN
T

ARATAZF

GDP

—2.30

Gl

—-1.74

DEFL

—2.37

DLGDP

—5.45%kx

DLGI

—6.95%kx

DEFLG

—4.50%+

GT

—2.68

TAX

—7.92%#%

INTRATE

—4.86%#x

DLGT

—13.75%x

DLTAX

— 8,47k

GC

—3.50

DLGC

—10.56%#x

) critical valuex®= 1%: —4.15, 5%: —3.50, 10%: —3.18 <.
Zy W2 koA ek wieh S, WM eke] DL 2R W M W

S 9o] G 27 WS ek, =ondsh W] 79 %S A

Z 9 A W7 AAGDPRTY Ho o) 2 AL
oS o]l & Wg7ke] A S A EAl <E 3 S
3L ATk 1994 -2006d A 713F FoF MGZke] AHAFE HkS

GT<F GCZHe] AT 0.71, GT 9} GIZEe] 8A7F 0.52= GTS}

Vo
rlo
ox
i
é/ B
ol
OgL_:{
i)

<¥ 2> At=2| §4(1994: 1-2006: IV)

A b pied U} =gl HA
TAXN —0.0014 0.130 —0.431 0.325
GTN 0.0049 0.136 —0.334 0.533
GCN 0.0012 0.118 —0.269 0.323
GIN 0.0034 0.342 —1.071 0.821
GDPN 0.0007 0.017 —0.096 0.024
DEFLG 0.0009 0.021 —0.051 0.050
INTRATE 0.0916 0.040 —0.038 0.207

TAXZFe] ATAS 0.59F A w9 =11 S GDP9 TAXZTte] 0.37,
GCe} TAXZFo] 0.34% FERRE
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<3 3> AhzAlE (7]12F 1994:1-2006:1V)

TAX GT GC Gl GDP DEFL | INTRATE

TAX 1.00 0.50 0.34 0.25 0.37 —0.26 —.006
GT 1.00 0.71 0.52 0.13 —0.24 0.01
GC 1.00 0.22 0.11 —-0.27 —-0.03

Gl 1.00 0.12 0.01 0.01
GDP 1.00 —-0.23 —-0.30
DEFL 1.00 0.22
NTRATE 1.00

AHEA|Z A = , A A50=Z 2l
HAAE YeRN AL, 253 o|x& 1t &= ke QJIAAE oA &2 &
7t 9] IAAE HofF=ar QQrt, 18] il YR WS e = 1A 7t
< 4> Tt AY
ATV F—Statistic | Probability
TAXN does not Granger Cause GTN 0.15105 0.86025
GTN does not Granger Cause TAXN 4.71640 0.01394
GDPN does not Granger Cause GTN 0.03249 0.96805
GTN does not Granger Cause GDPN 7.57393 0.00149
DEFL does not Granger Cause GTN 0.39181 0.67817
GTN does not Granger Cause DEFL 1.67699 0.19866
INTRATE does not Granger Cause GTN 1.70043 0.19438
GTN does not Granger Cause INTRATE 0.54398 0.58428
GDPN does not Granger Cause TAXN 1.74322 0.18682
TAXN does not Granger Cause GDPN 3.14903 0.05270
DEFL does not Granger Cause TAXN 0.40346 0.67045
TAXN does not Granger Cause DEFL 1.50588 0.23303

<FH 4> A%
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AW F—Statistic | Probability
INTRATE does not Granger Cause TAXN 1.55010 0.22359
TAXN does not Granger Cause INTRATE 0.87948 0.42217
DEFL does not Granger Cause GDPN 0.81561 0.44894
GDPN does not Granger Cause DEFL 0.34549 0.70978
INTRATE does not Granger Cause GDPN 5.58143 0.00691
GDPN does not Granger Cause INTRATE 8.27324 0.00089
INTRATE does not Granger Cause DEFL 2.67428 0.08015
DEFL does not Granger Cause INTRATE 0.03555 0.96511

GD?E:}]Q] t—3 t—2 t—1 t t+1 t+2 t+3
GT -.217 | —.104 | —.107 .406 —.351 044 —-.170
TAX —-.163 | —.006 | —.073 378 —.191 155 —.127
DEFL 227 .014 137 -.079 | -.061 | —-176 | —.161
INTRATE .032 -.064 | —-.211 | =323 | —191 | —.038 .030

I HEe ARAZ 24 9 oA GDPY HdEts HES HoF
], Q1 Z o] S GDPY| 37| s BH5S HolFal )

<

U5 VARWH O R AFEAS AAEHI= v 7“45741&01 <3} 5>3
2ol adjusted R?, D. W.(Durbin—Watson statistic), Ljung—Box
Q-—statistic & HluL A FAA o= Adg FA00] HAGeAZFS B
T} o] VARAA Hast HA AxE A9shy] st WA
Akaike(1974) ¢} Schwarz(1978) 2] 7]5% ALg-&te] AAT A3} 2244 2}
A FAagkol ygkom,  oF&7  Sims(1980)e] =EI19-LEH| AW

e

o
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(log—likelihood ratio test)S 283} = vl 3xA| 2SS Brbslo] e M2 1)
oA F= AIE yehdo] 23k AlxP7E A3 BRItk o 7)o 3414
o] A8 (goodness of fit) S =o]7] &) 1998 1 717+ EoF A4 7
Cln|HEE 1:01—3]_031—/]_

w3 VARE A 2z} W3t SA14 A2k (contemporaneous
correlanon)O%—rE' AES7] 98] AdASIES ARSI (<E 6> F
Z). VARE Y2 719 Assgdo] dejadidolet= A okstolA FA4S 5
oFg wyjol7] wiol IAERIe] F71e] AHAATE REEA] 0082 Aoty

A= etk olF S58H] flste] 4 Choleski #ulste] WS AR
st ol & o] 8ske AF ARE Ealidte Aol wet 2 aart Aol
SHAl o= =AIRS har Slvk ey o)eld £l A Aloks
e BN S5 5 A

Rbar® D.W. Q—stat (sig. level)
TAX .61 2.16 17.18 0.10
GT 43 1.94 10.38 0.58
GDP .54 1.92 12.23 0.43
DEFL .36 2.24 19.26 0.09
INTRATE .93 1.77 11.38 0.49
<E 6> oA+

* A0 AFEEE test statistic x2(m)=(T—c)[log detS; — log det>,]

2, % 7M7) restricted and unrestricted covariance matrices, T ¥
ZRmss o= 2EREA(small sample properties)= 7IAA7I7] 917 A
24 o] AAW 2 unrestricted equation®] ¥ 4, me AHE = A kR
2 g9k

AAAI}E= Chi—squared(50) = 57.68 with significance level .21 =&, 23}
AlZE VARA AR 3XAIAF VARAIAIZES] Afol7h itk #5-7Hd (null hypothesi
s)< 717 3HA Zskdtk
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TAX GT GDP DEFL INTRATE
TAX 1.00 .50 37 -.19 —.01
GT 1.00 13 -.15 .004
GDP 1.00 -.07 —.08
DEFL 1.00 14
INTRATE 1.00

Z2 MEz7|3]7] R A 727 Aok g Al FAR =

B ot

<E 7> A== FHX (BEHEHY)

AT B, Bial Yo Syl ol S| S| Yral Yot ¥,y ¥,

A2 11 | 25 | =01] .03 | .06 |—-.04|—-.01]-02|—-04]| .06 | —.16

GTE7Hr ® TAXZ7HESl 78 Ag¥red 1 27240 548 7Hls
W AAGDPALE, B/HdEE, oAl nA= FEA Rkgol st 4
= (29 4] - [29 5]9F #o] BAIEUTE BE W7t AAvs T4
of WEshHA FH7HE A2E Holn diAlE 3d(128 7)) oluel &4
A7) AR E S #EE 5 Utk GTolA TAXZES] I7AE 7HY

AU L= TAXONAM GT=E JFaAE 7HsiAY L 549 &=
HIS2gE FElE Bola Qv adelA AL SARES o] 95% A F T

H7IE2 34 Wi (Monte Carlo

i
2L
rok
o
W
i
=
H oo

kel stk , =
simulation method) &2 3k Z o]t}

ZZAURSkr = AW 1.0 % W A7) A% FHS Fof, 1
A gk WAHSG2] vk-5-S 7|7k AA g oz 1 A
gt W7tEEe] vk FEjF o R BAE 4= e, o] Wl ZF 4 u
2 A =2d wj7hx| o] vh-gASE dele] TS (8] Wk
FTAEHAA)E T S U} o] <X 8>3} o] g ok

<X 8> £ S(EHM 12 lags)
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GDP INFLATION mg;ﬁ“
GT-TAXS! 744
717 GT -.0.06 —0.006 —0.004
GC —.005 —.002 .008
GI —.009 —.007 —.062
TAX 0.07 —0.002 19
°]gk)7101% GT -.012 —.002 —.004
TAX .01 -.003 022
TAX—-GTS! 744
A71ZF GT -0.07 —0.005 -0.000
GC -.007 —.002 .003
GI —.009 —.007 -.063
TAX 0.056 -0.003 0.20
<Jge7]ol% GT -.013 -.0014 -.007
TAX .0084 -.0035 022

[74Y], <3i 8>°lA] K= npe} o] FHAZ9 JAA FHo| ’é‘é’GDP
of x| A GToA TAXZS AFAAAE 714 A —.0.06, Q1=
glo]dell —.006, o]A&el —0.0042 ¥ &(—)] EFHE YehfaL §
o= TAXolA GTZE JAA#AE 7Fd ZH9ol= 72t —0.07, —0.005,
—0.0009] ¥k X5 WATh 3H 24| $A9 axkis GTolA TAXZ
o] AHAAZ 7Pge - AAGDP 0.07, Q1= o]l —0.002, oA
S 0.192, TAXolA GTZe AFHAAS 7143 A9 2AGDPY
0.056, S1Zeo] el —.003, o]A&ell 0.209] A& YERHo], 224 75
o] ZH el S(—)9 E3E Hol= A& A9t 25 H+)9 &
W= Bolal gty AAGDPe VA= &= GTolA TAXZES] <lztahA
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S 7H A ot 8 A vEida v B3 ARAES AHAE
(GO FAMIAZ(GDE Wls o 2L A& a3t
A& E5 AAGDPe &l S v e avE YEhY, 5o 4]
3 AlE2 HEOIAE(.003 7.008)& Fole WHH TR A& ol
£(-.062 T -63)% = B YERsth gk 93917] o] $9] 7]
off thafrnt F47 éﬂr Ay Rols I Adb= M7l HiR &
A G2A A e glo] £)gke)7]e] Aits A= Rhdskal
o & R ERE o] 5ol AAl U A2 AT A o] )
st SA43 vhgo] AR Yebd A9 A
o] & Aolth. o] Ail= AAHNFE ST Hgs} G o] oA
o] 84 Keynesian®] s&3ol] ¥Hel= non—Keynesian®] <l
A gaks BofFtaL gtk

ojeigt Aol HjFolE wf FAHAE S ) Bu} A HF2] F57t
27F QrAstel A AAGDP el 7]ofsto] A mEAdo] ol
=84 ®aIE yehus Ao grhd ¢ vk B3 ARAE] &
A5 olE FPo Y ARAE SRy H5S F 28y Ve
ek ¢ Ses «]U]ddr ol ﬁl)rb ﬂﬂﬁﬂ VJX}E’E 4% A

rr
0%,
9
o
oL
A
0%

o,

-~

jukes
tlo ¥
rm U\I rlr ﬁ

4 -
il
ol
2
ol
(g ok

Z=

o
ﬁm{oﬁir&x&lﬂ o2

ol

=3

Adkshe RS HelFu, ol Aa97] o A4EAS &
A SISO The TS el Ao A g, Hel 4%

A% A5} 2AGES TR AN BEAQ TIPS Gk o]
sl alThe AS AR e old 498 33N
1

o
o} AFAREE Assteve 719 AR EOLE}. o]
(2006)°] Ao} th=A YERtaL Q) = 1970:1-2000:111 717+
St 8o] ZAMSAIE RS Y, HNES }%o}i Lo, ZFolet A5 E A}
B3t QAL EAUETIE gt 1 Aot 2 3R9)7] ol 71t
g = 7] Wil A= Wl
o5 9 ol et Ay Yehs A Bk dds] sty 98] 2akEel
(Variance Decomposition) #2418 &3] Hoyt} 1 A3 HFA|Z9]
ZAel ABATE & AS- AEAE TH0] S W= <3k 9>0A Bi=
upe} ol Q1Eold 4% o)A 2.5%= S T XAl H GDPO
o FF 7] 0.79%, 0.66%°] EIsirt whH A SAANE <k
10>0]4 B npel o] AR Zd] 30%, GDPoll 0.4%, <Q1Z# o)A

o 1r
=
Lﬁ

O

Jlm

—
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3.2%%= FAo] BAtES Bl ZAZF ARAF AHBATE d& B
<X 11>°4 B upe} o] BRA 36| 19.9%, GDPel
5.4%, 1Zdloldel 3.2%% AA FAo] FAHES Holal dal, HFA|
= F79] A9ol= <F 12>04 HojFE= nle} o] ZA e 3.46%, U=
glol Mol 4.21%, olAF&ol 2.46%= Bk @iyt Ad oz moksic),
o] Aol H|Fo)E W, ARAZF F Z
Aol FHAZ| B} F JFS T 2o
T3 o] Ay SAAE BAS B3 AT BE o
! A o

A Wk S A% wet

£ 24 F44

N

31
.
<3 9> GT shockoll cHEF 24HESH (GT—TAX)
&+l %
Period GIN TAXN GDPN DEFL INTRATE
1 100.00 0.00 0.00 0.00 0.00
2 94.63 0.52 0.09 2.20 2.57
3 94.03 0.49 0.20 2.87 241
4 92.66 0.77 0.58 3.62 2.37
5 92.00 0.76 0.57 4.21 2.45
6 91.98 0.77 0.58 4.21 2.45
7 91.91 0.78 0.65 4.21 2.45
8 91.89 0.79 0.66 4.21 2.46
9 91.89 0.79 0.66 4.21 2.46
10 91.88 0.79 0.66 4.21 2.46
11 91.88 0.79 0.66 4.21 2.46
12 91.88 0.79 0.66 4.21 2.46
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<3 10> TAX shockoll o &+ 24231 (GT—>TAX)

@42l %
Period GIN TAXN GDPN DEFL INTRATE
1 4.55 95.45 0.00 0.00 0.00
2 25.02 67.66 3.57 3.20 0.55
3 30.83 61.35 4.20 3.13 0.50
4 31.17 60.30 4.90 3.13 0.50
5 30.65 60.08 5.35 3.20 0.72
6 30.54 60.19 5.35 3.19 0.72
7 30.54 60.17 5.37 3.19 0.72
8 30.53 60.17 5.38 3.20 0.72
9 30.53 60.16 5.39 3.20 0.72
10 30.53 60.16 5.39 3.20 0.72
11 30.53 60.15 5.39 3.20 0.73
12 30.53 60.15 5.39 3.20 0.73
<F 11> TAX shockoll CH&t & &HESH (TAX—GT)
el %
Period TAXN GIN GDPN DEFL INTRATE
1 100.00 0.00 0.00 0.00 0.00
2 78.75 13.93 3.97 3.20 0.55
3 73.01 19.17 4.20 3.13 0.50
4 71.57 19.90 4.90 3.13 0.50
5 70.83 19.90 5.35 3.20 0.72
6 70.88 19.85 5.35 3.19 0.72
7 70.85 19.86 5.37 3.19 0.72
8 70.85 19.85 5.38 3.20 0.72
9 70.85 19.84 5.39 3.20 0.72
10 70.85 19.85 5.39 3.20 0.72
11 70.84 19.85 5.39 3.20 0.73
12 70.84 19.85 5.39 3.20 0.73
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<X 12> GT shockoll chsr A28 (TAX—GT)

el %
Period TAXN GIN GDPN DEFL INTRATE
1 4.55 95.45 0.00 0.00 0.00
2 2.93 92.22 0.09 2.20 2.57
3 3.06 91.46 0.20 2.87 2.41
4 3.47 89.96 0.58 3.62 2.37
5 3.46 89.30 0.57 4.21 2.45
6 3.45 89.31 0.58 4.21 2.45
7 3.45 89.24 0.65 4.21 2.45
8 3.45 89.22 0.66 4.21 2.46
9 3.45 89.22 0.66 4.21 2.46
10 3.45 89.22 0.66 4.21 2.46
11 3.46 89.22 0.66 4.21 2.46
12 3.46 89.21 0.66 4.21 2.46
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Response to Cholesky One S.D. Innovations + 2 S.E.

Response of GDPN to TAXN Response of GDPN to GTN

012 012
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Response of DEFL to GTN
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Response of INTRATE to TAXN Response of INTRATE to GTN
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otT—H

[323 5] TAXOIA GTZ 2lntetA 7He mf GT 3 TAX 42| 51t

Response to Cholesky One S.D. Innovations + 2 S.E.

Response of GDPN to GTN Response of GDPN to TAXN
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Ao gaprf 98ke)7] AFE FustE g AP E vkeE oA
B Brbse AekE WaR B SVARE o] 1 a¥E AR volsx|
X¥e 7Fedel stk ofvlolth. #Ake] sl W non—Keynesian
effectE AAbele Ao m s e = lar w3k o] Haj7} vk A5 2t
=707 Helt)

Chok 2 =72 93h8)7] o] ik ofye} 9)3h$)7] o] (Hol= 1994
d o)A E X 5} o] &5 W= el &

A 2 AR aE A=

ASEA Aa(H ol 218k9]7] o]ddll= SA ol &)l Hlal ta 94
Aolgtalle & ¢ 7] Witel] 28-S 2=l doA] 2AlzeE & el
itk A4 Aol gk o]# 3 Apol= AA<=(2005) 004 HoF= mf
S} o] £]8k9]7] o] 997 o]y} HE dloly 54| Aol 1E|a
WHE 59 ApolellA] 711 Aoletal B 4 S Blo|tt

gk o] Ak 9J3H9)7] ol FAT AUIRAS 1 o] %o F xS}
o3t adw MHER, F o VIAAIEe] FAE olF ¢ Ve AR
sto] EAS A7) qlok vt o] A3E W AFAES Folal A A
Ae ol 22 AFE AFshs AHAQ) F2NE a83E A% AE
el Bashd, MEA AdstE S 4714 Y g AE
8] siM = <k 2 Aolgs HAS AAKETE ol 3 FEFAE Fo A
ARARE A3ttt oo € Aoz vl

A A Fe] AAAS, IEH A, ojAbgel MAE &XE,
TE2A BAE S A" FAA S aYE vHEA AEE 5 9l
U H s & 5 vk ey AR A AXGA a3E Az vt
ofal7] ffalM= o) dAEH Al tigh o|AAF T A7 =xA %}
BHAEE o&st= Alo] vpgAshyt g-ejuete] 49 Age AR Qs
of olgfgk ZAE A= A Xekal vk B3 2 A AAA AS
ATrelmw o] Aol thgh WA A A1@A olvt T HA HET H
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[Abstract]

The Economic Effects of Government
Spending and Taxes in Korea :
A Structural VAR Approach

Seong Suhn Kim

This paper investigates the short—term effects of fiscal policy shocks
on the Korean Economy using the quarterly data during 1994—2006
following the SVAR approach based on Blanchard and Perotti(2002),
which is used to find out dynamic effects.

The results show that government expenditure shocks decrease
output, inflation rate, interest rate, while tax reduction shocks increase
output and interest rate, but decrease inflation rate. Tax reduction
policy seems to be more desirable than government spending expansion

policy in stimulating the economy.

Keywords: Fiscal Policy, Government Spending, Tax Reduction,
Structural Vector Autoregression.
JEL Code: E6, H6



