

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
				

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	What Determines Government Spending Multipliers?

	
    
        
            
            







    
    










    
    
    
    











			
                    IMF Working Paper No. 12/150
 
        

    
	

	
	
		
		
			47 Pages
		
		

		Posted: 9 Aug 2012
		
		
		
	

	
		
			
			




	See all articles by Giancarlo CorsettiGiancarlo Corsetti
European University Institute; University of Cambridge; Centre for Economic Policy Research (CEPR)
Andre Meier
International Monetary Fund (IMF)
Gernot Muller
affiliation not provided to SSRN


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: June 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper studies how the effects of government spending vary with the economic environment. Using a panel of OECD countries, we identify fiscal shocks as residuals from an estimated spending rule and trace their macroeconomic impact under different conditions regarding the exchange rate regime, public indebtedness, and health of the financial system. The unconditional responses to a positive spending shock broadly confirm earlier findings. However, conditional responses differ systematically across exchange rate regimes, as real appreciation and external deficits occur mainly under currency pegs. We also find output and consumption multipliers to be unusually high during times of financial crisis. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Multiplier, Government Spending, Public Finances, Exchange Rate Regime, Budget Deficits, Currency Pegs, Government Expenditures, Public Debt

	
	

	
    

    
	

	
	
		JEL Classification: E62, E63, F41

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Corsetti,  Giancarlo and Meier,  Andre and Muller,  Gernot, What Determines Government Spending Multipliers? (June 2012). IMF Working Paper No. 12/150,  Available at SSRN: https://ssrn.com/abstract=2127041
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Giancarlo Corsetti

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European University Institute  ( email )

			

			
			
				
				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Cambridge  ( email )

			

			
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Andre Meier

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street, N.W.
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gernot Muller

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				affiliation not provided to SSRN 

			

			
			
				
				
				
					No Address Available

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      142

			

		
		
		
			Abstract Views

			    1,319

		

		
		 
		
			Rank

			  367,218

		

		
	


	

	
		
			
				      108 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Monetary Fund (IMF) Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Monetary Fund (IMF) Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            8,268

                                    

                                    
                                        PAPERS

                                            8,254

                                    

                                

                                
                            

                        

                    

                
	
                    Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,530

                                    

                                    
                                        PAPERS

                                           15,195

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Macroeconomics: Consumption, Saving, & Wealth eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Consumption, Saving, & Wealth eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,507

                                    

                                    
                                        PAPERS

                                            6,961

                                    

                                

                                
                            

                        

                    

                
	
                    Macroeconomics: Production & Investment eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Production & Investment eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,454

                                    

                                    
                                        PAPERS

                                            5,619

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy: Government Expenditures & Related Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: Government Expenditures & Related Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,142

                                    

                                    
                                        PAPERS

                                           18,999

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy: Budget, Deficit, & Debt eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: Budget, Deficit, & Debt eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,142

                                    

                                    
                                        PAPERS

                                            5,314

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Macroeconomics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Macroeconomics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              653

                                    

                                    
                                        PAPERS

                                           16,414

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: International Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              639

                                    

                                    
                                        PAPERS

                                            6,405

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        An Empirical Characterization of the Dynamic Effects of Changes in Government Spending and Taxes on Output

                        
                            By
                                
                                
                                    
                                    Olivier J. Blanchard
                                     and 
                                
                                    
                                    Roberto Perotti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Costly Capital Reallocation and the Effects of Government Spending

                        
                            By
                                
                                
                                    
                                    Valerie A. Ramey
                                     and 
                                
                                    
                                    Matthew D. Shapiro
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Estimating the Effects of Fiscal Policy in OECD Countries

                        
                            By
                                
                                
                                    
                                    Roberto Perotti
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Estimating the Effects of Fiscal Policy in OECD Countries

                            
                                By
                                    
                                    
                                        
                                        Roberto Perotti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating the Effects of Fiscal Policy in OECD Countries

                            
                                By
                                    
                                    
                                        
                                        Roberto Perotti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What are the Effects of Fiscal Policy Shocks?

                            
                                By
                                    
                                    
                                        
                                        Harald Uhlig
                                         and 
                                    
                                        
                                        Andrew Mountford
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What are the Effects of Fiscal Policy Shocks?

                            
                                By
                                    
                                    
                                        
                                        Andrew Mountford
                                         and 
                                    
                                        
                                        Harald Uhlig
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What are the Effects of Fiscal Policy Shocks?

                            
                                By
                                    
                                    
                                        
                                        Andrew Mountford
                                         and 
                                    
                                        
                                        Harald Uhlig
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Understanding the Effects of Government Spending on Consumption

                            
                                By
                                    
                                    
                                        
                                        Jordi GalÃ, 
                                        
                                    
                                        
                                        David Lopez-salido, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Understanding the Effects of Government Spending on Consumption

                            
                                By
                                    
                                    
                                        
                                        Jordi GalÃ, 
                                        
                                    
                                        
                                        David Lopez-salido, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.149 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

