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# # 5685167129 : MAJOR ECONOMICS

KEYWORDS: GOVERNMENT INVESTMENT / DSGE MODEL / RAMSEY TAXATION
WASIT NORAKARNTIANSIN:  Thailand Optimal Personal Tax in Dynamic
Economy. ADVISOR: ASST. PROF. NIPIT WONGPUNYA, Ph.D., 108 pp.

Due to the importance of Infrastructure system upgrading in Thailand, this
study aims to find out what is the optimal way to funding the cost, given no new type
of tax instrument is available and public debt is restricted. We use dynamic stochastic
general equilibrium model with Ramsey tax planner to maximize the Social Welfare
with three main linear tax instruments, in average, Labor income tax, rental tax on
capital and consumption tax. Following the Ramsey framework, we base the optimal
criterion solely on efficiency, we investigate the response of economic system and

policy rate to supply and demand shocks, plus demand on government investment.

The result reveals that when government spends and accumulate capitals
and when these capitals are ready to be used, supply side will be able to access and
benefit from them in the production process. This results in the advance of production
and consumption. Capitals invested by the government will decelerate private
investment but only for short run. In the long run private investment will recover and
progress. Ramsey Planer show that we better off relying on income tax since we want
to avoid distortion to our economy, the excess burden from using tax can be reduced
via loosing consumption tax. The result also indicates that, the longer the government
construction process is, the more cost we have to carry. Productivity of the
infrastructure project has a significant positive relationship to the development of

economics.

Field of Study: Economics Student's Signature

Academic Year: 2016 Advisor's Signature
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ij 400,000.0 16.8 300,000.0 12.5 (100,000.0) -25.0
TUYSU 2,380,000.0 100.0 2,400,000.0 100.0 20,000.0 0.8
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150,0001-300,000 150,000 5
300,001-500,000 200,000 10
500,001-750,000 250,000 15
750,001-1,000,000 250,000 20
1,000,001-2,000,000 1,000,000 25
2,000,001-5,000,000 2,000,000 30
5,000,001 Fuly - 35

fisn: nsuasswns(http/vww.rd.go.th/publish/fileadmin/user_upload/news/news15 2559.pdf)

Turasfiangainanguvedlng erauesdindumdninuandasinendetiuiin
(RushnnnuszanUanaglunnanaiiy) aenileanauaniiu 3naaineauning wagan
Tusinsssuna aaudunBfuiduiionsievas 15 uenanddunuain Buiunaiilaninns

¢ Ao 2/

D9ATBINANNSNY NOMI1508aY

10 n1¥lsasaukasnumiuannshidngnasiauag

Aundnsnfosay 12.5 egnlsinudnsnBninangnAuinmdinaanigounauds

=b

WeIsuiigudnnndivdsemeduglugiinia waznguusswelugiiniafisedau

1Y) v Y} a'
ﬂ']ﬁW@Ju’ﬂﬂaLﬂﬁNﬂum']ll@]'ﬁ']\ﬂ/l 1.6

A5 1.6 WisuilgudnsndRulatuyseinadulugiinie

Uszina nEsele Ruitniduseiudeay Ayasiy
Ayana YAARTITUAN® WL N (VAT)
u 25% 3-45% 30% 11% 17%
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dulnilide 25% 5 - 30% 3.7% 2% 10%
zﬂ{ju 25.50% 5-50% 15.448% 14.643% 8%
FavTud 30% 5-32% PHP 1,090 net PHP 500 net 12%
RGN 17% 3.5 - 20% 17% 20% 7%
ne 20% 5-37% 5% 5% 7%
Reaun 22% 5 - 35% 21% 9% 10%
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e &p WNUAIAUEANEUTDIRUAIARBIIAN(Compensated Price Elasticity of Demand)

dmSURUAIAY MUIINgAvesANNISTRLINAINNTIRgU "

(% ! ISP | Q’lj a a (% g ¥ é’ S PR a gj

aun1sfenaiideieialuil 1) Bunudnsnsliguauinvesniseaddiuiutu

rBafiuiernn 2 Whvesduinvesdnsndratax) duiuaislddnsnsntdesuaziiu
a v a a & Ny o = I a v A 1a A Y o

PNFUAmAINIAEYInEAnINAuABae SR gadiivandudiisdldivile 2) 613y
I = a v aa = T |9 v a N a ' < a v o
Wiundanduinlianudavgudesiaigs ssnelviinnsen1gdiuiugnii iuanausi
finudangusiesinios nuneddumlanauiguilnafinnugeulmisesiaivesduditiug
a1 nMsiiunBdudaiiadenanaznelimfnniszmddnniiufias ssluiieannisznddiu
iy Femsinunngfududeiiaiguilaaieiugeulmsiesaies 3) 61M9150IPA*QAO 31
< oAy a a a1 X a v < = o N VI VPN vo ¢
WusedeiguslaaduninededumAdislilinisiiun® wdgusiaalasuanuiianelaas
™ v v v & ! = =3 a a X a v ady o v & 1 v
Mgn Mnaun1steiulansliiiud WeainuaEmuauanguaigusiaaldduyauinud?

LPINDIMNANTENBAIUAUNNTY

a | a an v v ! 4' = ~ & d' & av oA
ﬂ']ill.ﬂWiSaQULﬂusﬂaﬂﬂqﬁlﬂlﬂmﬂJqEJ?’TJ']&I'J']Lﬂi@ﬂu@ﬂqﬂLUULﬂﬁaﬂN@‘ﬂlﬂJ@ L& N9

a A a o v & A el' a a a A
W‘ﬂ’]ﬁmqﬂqﬁgﬂq@ﬁ'ﬂuLﬂUI@EJa']WQuuleILW'ENWEJ‘V]"US‘Ui%LNUﬂﬁgﬁVIﬁﬂ"IWI@‘EJ?JlW]LUuma‘iﬂﬂ

nsafiuuleuieniegle ludnudniisuenanyuuesluauuseansn nveinsdnassine,

o o 1% 1

NIUAT YUNBINUANIENDNIATENTERUNTUNTEN 1 Bgauiinud1Atyine aeg1slsiniy

LT UIANYBINITENFAIULAUNDTIENINTUNINULBUIENTASINUNB b AAUT L 8lne

denulagsinunniiiganefuduyuiedinunialyl uanainidisdaldnisearddiuiud

¢ ep aglugtvosArduysel

1 Rosen and Gayer(2009), Public Finance, Chapter15, Appendix A



25

wWiguieuuleureadaneqieliladineuiiasldulevisniduuule Savuizauign
wwIRneInsznBasa sz BduiuduiugulunsfinwizosssdunSnmnzaunian

fagnandealy
2.1.3 Useansam anudusssy wagssuunSnmunzau™

nludiud 2.1.1-2 agumnuinmsiiunBdmadonsdnassninensanelduiun

AIRGUBITEUUATEEND MNN1sEAEsmTesdinuunnnnselanensguianuld deuaziin
a [

| a a o o i v Aaa a I a
mmlumﬂiza‘lflﬁmwiumiﬁmaiimwEﬂﬂi LLG]‘VT']ﬂi%ﬂqﬂwmﬂigﬁWﬁﬂWWﬂaqﬂﬂ31&]Lﬂﬂ?"l'ﬂ']ll

I~ | va ¥ ¥ v
Jusssussninadiinglaunnuaselades

nguinsiun8nmunzau(Theory of Optimal Taxation) AenseuwwiAnildneu

%)
o [3 1% =

AUNINTEUIaAIsIAUABAUAILAEUINIIAIEERTIle TaunseuluiAaillrunn

[ [y = o w [y

AudAYAU Anudussansnmaiunlaesuisluding2.1.2 wazdslianudiAgiuainu
JusssuEquity) ludruilageSurginanuiiussansanuazanulusssutuiianuuae
nsliegrandeedia(Trade-off) fusy warnsaukuIRnUBINISNUNENMNIZaNzYI8TH

HOBNWUUNBUUMNNANAATENTIN Trade-off FaNa?

tanyAlisguIaiumBausmnelinsiednsivindunuana slinaadeuldns

o a & - & o | <
WUU Lump sum kagn1seniddiundenagliifntu deluanuduasusiliaunsaiu
AMEduANale daunszmaiuiutulaeniluudiadnasnaniaelils Wwaneves
I A = Y ~N & a v a o = o ¥ a =
MsiiuaBimganfemsnTMEnuuduinanansaiuaglalaginelviilinnsens

| a v A Poa & v a L A v °o v v ¥ = a a

druiudesnanuinasululs wuidauiifonisiianudidgyiuauanuiussdnsamn

=l 1 = Y a | < 4 = [ . [ =
Wiegeghuied dfarsalundainudusssuaielagdaniunan Ability-to-pay $ge1aLden
WAUATBILUY Lump-sum $1eau1allanizlanzasiu Ability-to-pay veduaagau §935n1590
fdgymegnsgliaunsaaiiiedneninlunisdnendnuiasevemngaulaasudiunasdn
wie uazfwrelvilinsesiioNiedn Ability-to-pay danaveswnauldegisgnioduds nnAY
figauanusadunnnadnuae Ability-to-pay Ye9nulekaTABUAUBIRENTgNAUNIELNY

nsdsuwlainisindulavesuililasuainuiisnelaasgadsdu nisdadeunalnids
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mRauludiuil agliinessausslevddinniunihegainavasdusvied i Ay

Uy, = Q* Q;, vVi=1,2,3,..

P aV IS A U a 1 a a &?’ o [ 1 a d'
lgfiAn a = INWI UAINURUYAB ;ﬂamsua@LqumummeummUAgenthazﬂu AIANUN

\isFu 1as(Marginal Value of Money) a1nideuludduiil aganusadnguiielvld
aun13gUatA(Marshallian Demand Function) x(Q,NMI) FeuanamuduUSIENINeE U
duindifuslaadonifiefdiezliiunnufimelagsgailormunsiaduffisiunisuas
seldlaildinanadiausany Weunumguasdiildaduilsfuossousslovd Aazldiledu
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8 Richard Musgrave(1959) gnens8alu Blinder(2004)
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nsufulassaendlugasnaifdilddnasudnsas mBuuuimuthundismedeiuidlsl
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Tusufnull agvinisfinwssduni8nmunsauniglduuudnaoigasniniluid

a [

padandanuliuwduou Tuunidiunsnazesunedalasas1nas ToauLRs 1LY LUUIIAD 9T

9 9

AN lag UTuUT9 Nk uUTIae0d Swarbrick (2012) TngdrunaniigAnwiusulsanens

Y 9
<@

iinnsamulagnasaitiluifiefiazannsanoudonidslsd uazdAnudaldifiunsiiv
2nn1suilae ilelfusunvesuuudiaesiiasiasan@flndidssosusamalneandsiu
drunssurunisasulaeniaiiu §Anwldusuusannanmunves Leeper, Walker,
and Yang (2010) Ineusuugdlfanunsomeniigasnwldietusand fuldfuuuudiaosds
fu ludiufiansazedurefeunInieniseiuionaresuuusiass Lagn13fnuaA1Le

PIFITLHDT LUV U1

Aa o

dmsuuvusaeslunufnuil Muuusassfifduusnaniuwuuiianin(Discrete
Time Model) Lilpsandefusznsnisveauuuitassfanineamnsausuliidrdutudoya
fsniufunelasunanionaieuld fuiudaunsafiezsyanaadudsyandanelu
wUUd18099InTayaasela > Arualiszuuiasegialussuuwuulna(Close Economy)
mnefsliifinigd mandeudretadnisndn uarnsiButuseninaseme svuuLATYgia
fanwauzldsiuaud(Decentralized Economy) nanefisdiuni(Agents) Tussuuiasugiam
nsrndulalaenueslifinunaradugindulouny dvualissuuiesvgiausznausie 3
dulaun n1ArTISou(Households Sector) nMAN1SHER(Production Sector) Lagn1AsFUIA
(Government sector) Laz3sUULATEENITIUTZNOUME 3 AAIALALARAINFUAT AAIALIIY
wazaanladenu lnedmualidusaiaudsiuanysel uiaznirpisounazaianisudnduy
{3usan(Price-taking) mnedisnsindulavessunuselanevislifnasosnninain s

AANATBIAUAT TIANAILTE UAETIAANYINNAINUAIALAYEUNUVBIRAIATILY

Avualsguiaaiiuuleuiemunuseniealiuasysemalininasisousasn1Anis

AR SU3(Optimal Policy Plan with Commitment) tiialviwnuluszuuiAsygivianaia

[y

AIToULAENIANINERAIANSAILTEUIBTBISTUIA[ERINMBANWIUNEBTSTUalaUsE N

0 geglsAnuaudnetllaldisnsuseunaumduyseans wiazas B lmdunis@nunluniends
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v v
Y v a

13 ianan1saliduilinsrginualusgural fURnunnuesUseniald nilianndedinue

Aanan agvibinasnmilaainuuudtassiienaiilywiises Time-Inconsistency®
3.1 YoauyAvaUUIIGDY

3.1.1 MAATSaU (Households Sector)

AvualiaiaasiseuiidudiunuvesaulussuuLasegna (Representative
Household) fidrwrusiuiudunilaniae §83alddrdalinfinite life) tioliszuuiasugiail
pudululanianunsausuimililufmasnmlussezeni(Steady state) uazilosainuszinuy

= M v A v YY) ' ' ] = 19 vy a
nfnwldldinadestuiuainuaiessninsguvesdszyinsdldlddeanyfgiunuy

%
a1 |

Overlapping Generation(faugiagiaudnwngiinisleteanyfgiudenainnuizauiu
N5ANWIUlEUIENIIAGIRINUNTL) %’aﬁmﬁgmuw Infinitely lived Agents TUAN1TANDY
Lendunisuszuanisialussaunisvesvuiunisandulasesnuguntu (McCandless,

2008)* doauyRgiuseluiinuazidunsiail

AuualvsunuiisigldaemislaguiainaiisaWage) Fadunanauunuainnisi
fwnuldnsneinsiaanmdliiunisrinnu wazdsialaunainangivuRent) 119100159
Y Y 1% [ L% a 1 Y A o Y Y Y v A
munuglludvesladeyu veulviaianisudnitadenu Wellselauay fMunuaiisou
zdnasIminenItunaziaiwnd lngvinnisdnduladenszdunisuilaa(Consumption
Path) 1denseAun1sviu(Labour Path) wagidenseauniseendegluguvesdadenuiagly

a99(Saving or Capital Investment Path) iiefiaglvimaedlasuanuiisnelasiunaands

3 \onnnn detsnarhulundimnildulovsnuiivszmaliuds Swepauisdszmsimslihmuusunmstenardy
\Bumansgyhiuangau(Renstrom, 1999)f1¥gunaaansaiiolivhauuleuiefivszmaliud sumilussuuiasugiafas
Wasumsaanseivealngagmanisaiinguinsssuiuilonsinzauegdlsluustassasna dedusuigaenm
fildazlaifitlm Time-Inconsistency uimaznasamildiuduganisinassminensiusninuGiudu Second Best
Optimum 189311310 N34 Distortionary Taxes) nasa1ngend1a3asingni3enindu Third Best Optimum Fa¢]
uenwiorinaudnuaul

2 \fosnneugumjuazaanisaiongiaedliroudinnunasnisiadulauilnanierhanlusreznatlnagifugn Discount
atliinaanasiemsdndulavslnavievihailuszeznantiagiiu Tnslawne Utility vestisnamdsanniennininezidedin
astuBsgnDiscountasauliifing fdutasnafiauiinisindulaludeauyfigiuiuy Infinitely lived Agents Sup19avdu
nisgeznaniiaulddadulanudeaunfgiuuuy Overlapping Generation fiwtsautdu 2 %298 el umjtagguun(us
swermaieiidinvesaudiuzasna) fudutoauufguuuy Infinitely lived Agents Samnzauduuuudtaesiiaulaly

139929954A5wgN(Business Cycle)Tuddny Tidnasdemlifiszoznanliniu 10 Y
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Finganan lngnasisoulaninni1salliludagdu(Expectation of Discounted Lifetime

Utility)
Ee ) BUCH)
t=0

o [

Frwnuazyinnsannsalluauianlned C, AesyAunNsUsnAvansasaulutiessariad t

Y

fauls H, AoszAunssanuassasisauluay t nansyeziianiwnldineuainign

NanuaNwidl Wanvualinalsiuianuaiandul niiswal seeznainasseuldnnnau

PnMsvhuazgninlageglusy (1-H,)

anuianelavessunugnindeaessausslen U, lnsazgnananliduelagiu
(Present Value) Tagldein g 1Tusns1@nan(Discount Rate) uazArnualaguuuuiledy
a530Ustleni(Utility Function) fidnwazifunuu Additively Separable sewinavian wiold
nsuslnelugsnaefnduiissesafismediaglifinansenuiudnsmnimmaunusudiudiy
(Marginal Rate of Substitution)lugaaiiandlagdu feduaiessnusslonisuiadinves
ATITBUNIAINNISUINABTTAUTE e vUMARE I IaT kagivualiilsiduessauselewinng

1 = v dy
mmamgmwumu

WIEMDS x vedsnEndunsnlnusEaunIsinNeulaeisuAviuwen 1uleAlrnu
SEAUNTUSIAA AvualiAsISoulTedninIuUszanal(Household Budget Constraint) 1
Ansuslaauazniseeuvasadisautusasldinuluansglananunvesnsiseurineanaie
=] . [ Y < = .
A18(Disposable Income) A8 $FUIATALAUNIBIINNANDULNULTIIU(Labor income tax:
ty) INKanauwnudaTenu(Capital Income tax: tey) uaza1NN1TUILAA(Consumption tax:
tey) wazAawls T, wnuldulouainniniguialGovernment transfenulagnsakinig

o A 33 S Y o o | ' v A [ o &
ATILIDU ﬂﬂuu%@‘mﬂ@flUUi%N’]ﬂJi%W}’N“U’NL'Jﬁ’]“UENﬂi'JLi@umiﬂﬂ@’]uﬁﬂﬂﬂi@flu

(1+tee)Co+ Kepr = (1 =ty )WeH + (14 (1 — tx )R — 8)K, + Ty (3.2)

# Fayhvthuanararesenineeldlarsedngresniateullemulsdugnimunanaunisdug lussuy
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AMUALATEAUN1T0RUMNAUAUTEAUNITANU(S, = I;) Auds S, ArTeRuN1ToDY
lngfunuazeeniuluguladenu amenfiseussuiuielranansalendrensnensimund
aglugasiat lldlugasandalun t+imvualvseduladenuiimavasuilasssninam

Ingduiumsamuy) wazszaudadenuludiaiainauk,) nmeandeusiamniuaunis
Kt+1 = It + (1 - 6)Kt (33)

Fanls W, ADORTIANNNUIONTINANDULNULTINUY R, ABANEIINI89NIIHaRDULNUTITE
U el t neasuseudulsunaunnneainidadenisunds uaznisilwes § Aednsinis
\douanmyar1Uadeyu(Capital Depreciation Rate) MyualiaT K, o4 1@ NIUAUN t=0 gn

AMMUAAIINNYUBNLUUINAD

Atuausadsutgmveiaiisoulunisidenszaunisuilag n19Y19U N1T00Y

(lugUvesladeyuluszeziiandaly) uagnisdnassninenstunarimunsauieilasu

£%
fv A

assaUstlevuTIunaiIngeigalugUaunisadinamanseadl

Max E Z ty(c,, H
.5 0t=oB (C, Hp)

melavadninsuUszunung
(1 + tC,t)Ct + Kt+1 = (1 T+ tH,t)W(,’HL' + (1 + (1 - tK,t)Rt - S)Kt + TC

annsaundgmninanlagldisainssidailnaless(Lagrange Multipliers) FUSUINLEAS

Lagrangian(L) 3n#leiduinguszasd wazdedninauyseanaiing

L=E, Z BHU(C, H) + Ae(1 =ty )WeHy + (1 + (1 — tx )Ry — 8)K, + Ty
t=0
— (1 +tc)Ce — Kein)}

wiieulud1sudi 1 (First Order Conditions) vassiaus Choice Variable(C,, Hy, Key) ba®

Lagrange Multiplier(1,) agld

oL

Py EO(.BtUC,t(Ct: Ht) - At) =0
dC;
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JaL
3 Eo(B'Un(Ce,Hp) + 2 (1 =ty )W) = 0
t
oL
K Eo(/lt+1(1 + (1 - tK,t+1)Rt+1 - 5) - At) =0
t+1
oL
oz, = Fo ((1 —tye)WeHe + (1+ (1=t )R — 8)Kp + Tp — (1 + ¢ )Ce — Km) =0

Rouludaunl uansdisaives C, H, wae Ky, Minliaiaseuldmessauselosinyiwianas
N YY o o Al 9 a ) ! % s
ngnneladeinineulssanavesen Weniauniseuludinariagldaunisessiass Euler

Equation) kagaun15aunuLsasu(Labour Supply) msaney

1 _ B(1+(1—txt41)Re+1—6p)
0 (1+tee)Ce NG (1+tc,e41)Cer1 (3.5)
XC (1+tc, )
(1 -ty )W, = tl_—Htt (3.6)

TneNaun15908LaasTuULAAILALIIUNTT Trade-off fusEninan1susinalusening 29797an
a o = X ' o a ) A =
wiszlanssauusinaunTulutianant asqseuazwmassglaieauialtlunisuslan
lusuiAnanad fatuaTITeuIuGensEAUNISUSINATWIEauNanlutIsIa e e
SEAUNITUSLAA B UIAR(AINUNANBLANAINNS ATl UBUIAR AL N8 IHRAR B ULNLINNNITDDL
NIUNTTaINU(RY) ignivuarianaatndadeyu dnsinigainnisnanaunisiduidnves

Tadenu(t,) Ngnimuainannanaszua wavdniandensiavesladenus)

[

0133U18anN1¥N15UTINALUYINIAT t A9 9INAUNITVBLERTILUAAIIT N15UILNALY

v

PN v A o ) « c{' v a A a
IR t+1 92anaNN1Y LQJ@ﬂ'TVi‘UG\ISLVTY”]'JLL‘UTEJUﬂQVI Iuﬁumswm G]ﬁ']ﬂ']iLG]UIGWJ@\Tﬂ']UUiIﬂﬂ

(tcﬂ) dAnas9u n1suslaalunatdnliazanad WULREINUAUNITRANTUINIEAINAISHE

tet v

pounsudvestadenu ssnuidanuduiusiunmssihudunisuiion

AUN1TRUNIUL TN ULAAIANUFUNUTTENININANBURNULITNU(W,) AUTEAUNIT
¥191u(H) Mmunzauigafiaianinieuszdnduladeonieldfusiaididieunain
PATALTIL UL EENIINANDULNLLTILEITY FunueInITRnHauRazgeduiedy
p¥3ouanidonszdumevhauiivngaufigalaenisuiussdunmsinnuligedu el

LY a = ! a LY Y v ad &
i%(ﬂ‘Uﬂ’]i‘UiIﬂﬂ‘VlL%J’]ZGMIUGU’NL’Ja’WL(ﬂEJ'Jﬂ'L!(Ct) AMElATRIINIENAUINNEADULNULT I
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(t,) wazn1sWimdnseninanisiniewUIeuiisuiun1suilaa(y) Mgnimunansguia

LAZAIYUDNLUUINADY

93U N IRTINIETMAUIINHANDUUNULTNY dzdsmalimunulunuudiass

ARAULANUTLINITYNULINV UL D ANNAUA T UTDUAIT UREINUAUNSIALDRSINE

AAUNNITUSINA 2znUIMTANUFuRUSTuREMIaReTY

3.1.2 A1ANTSNER (Production Sector)

Y a =

Avua kA Mdusunu(Representative Firm)veasgnannnaulussuuiasygiall
anwzLUURgIIUMIA(Homogeneous) 1131ussnuLazitladeuainaainladenisnie
TngdnenanauunusieadLazAY ienandufviafetu wazauydlyisuuuuileitu
nsuanduluuCobb-Douglas wayszaumaluladdemaisadestuiusuanisldusany
(Labour Augmented technology progressimunefiaiasediu mﬂuia@ﬂ%’uﬁaqq%u%dma
TnemseeUsyavsnmusinulagldmdussnmuiiuaansoadamandalusuaunnntuls

AIFUN5

YP =F(H,K) = (e®H)*K;~*(K{)* (3.7)

a ¥ A A

lnef a Aodndunisldussnulunisndsdudniofanuldindunmanudanguranisly

a1 1 |

wnufusegnitsassdadenisndauazlviaiegsenitsqudfants k¢ Anladuyuves
AASTUIRNIINAITAIULAL N TALEUNULAE AMVUALTINAADN1TNENYBINIANITHER ag
AarFANEAvE U INaNAnfaUaeUYRISTUIRT A ioundn N nvesladeuvessrients
a a A 9 N34 ' - aa a D
HARYRINIANITNER a, ApALanssEAUmMAlUlaE* NIl a ¥aa3an7l t auyFvisanlidy
Zero Profit Firm fatiy Firmazdnganausnulssulagduiunaiilsiiudusie 1niieves
n15lguseu wwRerduiunulaedeanginduimlsdninainnisiiunisldtadenul
g Medu1natanisuaaundayninaniilsasiian (Profit Maximization Problem: mr, =

F(Hy, K.) — W,H, — R.K,) Wnedsuduaunisadnransianl

Max{F(H, K;) — WeH; — Re K¢}
He K

5
)

34 at{.jad ésL a ‘/LI ' Iyy ° T, i I o o v o . ° v &
et L UWIsNITNUILUNTINUANMULULUUBULANULUUIEDY LRENTUADULUNIEVAN 319183 Log linearize LUUA1ADY MUY

In(e*) =a;
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Weundgmasnanlegyiteulvaiiui 1 azld

am,
B_Ht = FH(HtIKt) -W,=0
am,
O_Kt = FI((Ht; Kt) —R =0

Wednguuuvaglaaunisimuniuse(Wage Determination)hazaun1sitnuad1i(Rent

Determination)mail

W, = MPL, = a(e“H,)* 1K}~ %(KF)% (3.8)

R, = MPK, = (1 — a)(e™H,)*K;*(Kf)% (3.9)
aunsivuaALsviegUatdseUadenseunansnuduiusszning dnsmanauwny
wssnudndudunuesmsndndudiusefuresmsirsnuivzaufigaiiolilailsgs
fign Wwudodnsmanouunuussnugelu FunureInIANIHARRINAITILTILEINT
NANARFIUTININNTI TN UMiIEaRTe AAnsnERfzRiansunU fuannisiiausaany
a1 Tnpdrilsfeszdumaluladuassedunislitadenuilnzanfigaluiisianiediuse
dwivaunsimunnaiaitmieguasddedafeyutiuesuislfitwiendu lnouands
AuduiussEnInsdnsmanouwnunnduiivesiedoyuuazsedunislddadonud

winzauign 91naun15913.8-9 Jaduussnuuazdadeudaduduimaunuiu

fualrszsuwmelulad a Wuluanuwuiuniseslnsinsadnsusui 1(AR(1) Process)

W liaunsailaszsinansynuan Supply Shock 16t

at = paat_l + Sa,t (310)

Tag?l p, AeAIATUABLEDIINASIUABULUAITEAULNALULaE (Technology-Shock

Persistence)
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3.1.3 71A3FUa (Government Sector)

AvuslinislddievesninizuialGovernment Spending) fu Basiaazusdufl t=0
gNAMUARINAIBUBNLUUIIEEY tnesguiadnm duainnsiiumiiesaiusuy lnedaiu
Mnelduaiaussmunaganantiiadenuringy uasdmualissuialdaedumn
wihftamsafundulduifu sedisvesdsuiadensiifusglivesiguia (Balance
Budget) ﬁﬂﬁ?u%’aaﬁ’ﬁﬁ’muﬂizmz:usum%’;n;ma(Govemment Budget ConstrainthJuluniu

aunng

egcth + th + Tt - tH,IIWL'HII + tK,L’Rth + tC,CCC (311)

Imﬂﬁ GtCLLamﬂ?iU%Iﬂﬂ%gUﬁa(Govemment Consumption)uae G} LNUNITAINUTDY
mﬂ%’gmaﬁﬂhim%qmmwsmawaﬂ,mam3amu(|mplemented Government
Investment) gc; wanen1sUaBuRUAIINATEUBNTEUU(Exogenous Shock)® lneauy Al
Juldmuviuniseslndingadundududl 1 (AR(L) Process) iwudenfufuszdumnalulad
Tnedl pguansdinusieileaninnsidsundassefunsldsneniaiguiaGovernment

Spending Shock Persistence)

gCt = PggCe—1 + &g (3.12)

AVUAINITANUVBINIATIUIAAAIENTTAMUTBINANYUABRY lugUvesladeyu (Public

Capital: K¢) wazinsasauyuvassguIanIuauniseadl

K& = (1—-085)KE | + (AG)e%9t-N (3.13)

Auald (AG)e9e-n ununisaavunasgiiiuStock nunedisannisaauiiniou

Tgarunalasanis(Authorized Government Investments) Tagfl N wnU29.73815UR L6

Y
Y]

sausaudssanansuaulunislddneamu launsensduanlasinisasyu enfieg1augu

ninsgunaaseauudy lnenauuduaznieuldiulaesazdesldinat 4 U wansin N=4

35 g (S 22 24 = PR . Touiis 1 Y o . o b
€9t WWuWIsN1syrieluM SN AU LU UINNULUUINEDY IneNTURaulun1eviad 31989 Log-linearize LLUUY18BY ANUY

In(edt) = g,
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SL Ud‘ l & (Y] -:l' <@ a dy vL | I
wunued G} Aen1saun1AsTniluFlow nTus1elnsunanaenYlLIaIvedlAsInITamu
TAYAIUIUIN

N-1

Gi = $n(AG)e0en

=0

S

(3.14)

D gn=1

N-1
n=0

1087 {po, B1, Pa, o) Py_1} WNUBATINITIFIBEY ASUATUNRUNUVRIATINITIASUNS
auliAlianunsaldaslea(0) TautisrsaineusulasinisiN-1) uagimuali agJulusu

YUIUNITORINTNTATNSUAUT 1 (AR(L) Process) 1agil p,, WAAIAIAIINABLLDIRINNNT

wWaguwlasseaiunsandulaaamuninisuiaGovernment Investment Shock Persistence)

age = Pag9t-1t Eag,t (3.15)

Wesaniwualiszuuiasygiaduluy Close Economy fstuazldaunistediin

‘m%wEnﬂ':?suaaizwmwgﬁmazﬁauimaamwsuammmﬁuﬁw AU LLﬁ%mﬁ’]ﬂLLiN’]uLﬁu

et
YP =C, + I + e9%GE + G} (3.16)
Y=Y =Y, (3.17)
KP =K? (3.18)
HP = H} (3.19)

3.1.4 ulsuwn1spad(Fiscal Policy)

Auualisguranityniwsu@(Ramsey Policy Problem)lagvinnissindulasiiiiy
wlgvrensiielilaailedduadafinisvesdenu(Social Welfare Function)gaian lag

AAUA LA AT FAANITVDIRIAUNUIYDIANUNINDLITINVDINIAAS I DUNINUA AITUNINTU

U a 4 =y a = a LYY U L3 v A
Z‘nﬁ@ﬂ’]iﬁﬁﬁm%igUWﬁW‘ﬂqimq‘ﬂ\‘lﬂJgﬂLL‘U‘UL(ﬂEJ?ﬂ‘Lm‘U‘W\‘]ﬂ‘UU@iiﬂUi%lU“lﬁu‘U@ﬂﬂﬂﬂﬂi’JLi’e]u
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Tngfinsananglidediianineins tedrinsulszanavesizuia uavaunisauduiusi
LanIngAnsTIYeINIARTIE B ULAZNANISHARTUN1SIEEN Choice Variables vz aiign
(Equilibrium Path) fvualidgunasiiunleueauiivssnal fuagUsenalininasausou
LazMANSHARTUY waThaesmadeinnafzunasssuiuulouiemuiiusenialiOptimal
Policy Plan with Commitment) Insagusgunadnduladmuauleusndesnamunzauiian
Tneflfnquszasanolildnufismelasuvesnaniibeunieaiainisdenugafignniels

y :
Waulusail

1) mansIseuuarmessalsyleviatanlngasietaennaediuaun1si 3.5-6
AUNITAINAIIBEAIANUFUNUSVDINISUSINATENINITINIANVDINIAAS T OU WAL WAR
ANMUAUNUSUBITLAUNITVINIUNAUNEAUAUTATINANDULNULTIU LAUATITOULADNTLAU

a A v ¢ A
Mmeauninuevzliossoussloviginan

2) A1ANISHAALAIININLIgIgalagdaennfo i uaNns 3.8 Uar3.9 Nuans
ANUALNUSTENIN9T1ANTITUNITNANLTINULALIY AUTEAUTDIL TR UTLZAaNTR

| = Yo o =
Enandoniellasuilsgeiian

3) SguiasesnniuuleuigaonadosfutedinsuUssuiumINaunisy 3.11uay
TaMANSNYINTVDITLUULATHFAAUNTN 3.16 wazeulunasninmuaun1sn 3.17-19

IAELERN Cp Hy Kioy tr ter WaE b, MMzauNgn

padusrausaldsulyninsudvessguiaanaunisinguszasdnazdodndnaeg Il

[
v

AUNTAIRANENSLA P11

Ct, Ht, Kty 1, tun tre tot

Max EO{Z Bt{In(C,) +xIn(1 — H,)}
t=0

meldtosiamuannisi (3.5-9) (3.11) way (3.16-19)

[
U Y v A

a . o (% d' Y v
1015018 Lagrangian d1nsulgninsuduesisuialaned laslddauds

e

v
v A

Ae Ye O @p wp pe WA U Lagrange Multiplier lomsil
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Ue
+Ae(F(Hy, K) — Cp — e9tGE — G — Kpyq + (1= 8)K,)
Y (g, WeH, + tg  Re K + to: Cr — e9tGE — Gf)
10Uyt — UC,t(1 - tH,t)Wt)

= . +n:(Ucr — .BUC,t+1((1 - tK,t+1)Rt+1 +1-9)
L= ) 8 (1= 8)KE 1 + (AG)e e — KF)
t=0 N-1

+0,( ) by (AG)e9en = G
n=0

+pe(a(e™H) KA (KE) 6 — W)
+1:((1 — a)(e“H)“K“(KF)* — Ry)

TnenlisIuaun1s703 PaUUTEUNUVINIARS AT UENNITNZ.)NIILDDIN ArATIuNEaL
983 Choice Variables 1Julumudadndanineinsuaz 4a1iniuUszunavessguiandy fin

fanNaIzaanAaInuUNaU T I NAIUUS LU UUBIATS DUALE

Wouluaaun 1 Nlaguansseuuaun1snLanInIsinassnineInsinesguiad
wingaulpedpunsanianiaiseulaesiunmlasuessnUseleviasan(Ramsey Allocation

or Ramsey Plan)

oL
ac, Eo(Uc = A = 0:(1 = tu )We (Uccr)
+ 0t (Uee,) 14182 (Ucc,t+1 ((1 —tge)Re+1— 5)) + et} =0
oL 1 1
oH, - Eol—x1 0, AtFe +Ye(Fye — (1= tye)Fue + 6; (Xm> +u(ala

— 1) (e®H)*K; ~* (K)o +m(a(l — a)(e®H)* 'K * (K} = 0

oL
Kors = Eo{At + At11B (FK,t+1 +(1- 5)) + l/)t+1:8(FK,t+1 - (1 - tK,t)FK,t+1) + pe(a(l
+

— a)(e®H)* Ky “(KF)*o+m (1 — ) (—a) (e H) K “H (KF)¥6} = 0

oL
Ay, Eo{$e(FucHe) + 0c(Uc,tFre)} = 0
Ht
oL
F - Eo{lpt(FK,th) + gtﬁ(UC,t'i'lRt)} = 0
K.t
oL
9t = Eo{:Ct —1:Ce} =0
Ct
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sUNMA 3.1 fsagudumeunainisvic Optimization YBHUUTIGDS

First Round Household Objective Function: U(CH) Firm Objective Function: TI(H,K)
Optimization And Household Budget Constraint And Production Function
! l
Households optimize Firms optimize
by choosing by choosing
consumption(C) saving(K) and labor(H) labor(H) and capital(K)
v !
Euler Equation Capital Demand
Labor Supply Labor Demand
|
Second Round Government Objective Function: U(C,H) Constraints: 1) Euler Equation
Optimization By Using Household Obj. Function to represent 2) Labor Supply
Social Welfare Function. 3) Labor Demand
4) Capital Demand
5) Government Budget Constraint
Government Optimize by choosing 6) Resource Constraint
consumption(C) saving(K_t+1) labor(H) 7) Capital Stock Mation
labor income tax(t_H) capital tax{t_K) and 8) Public Capital Stock Motion
consumption tax(t C) 9) Implemented Public Investment

l

Set up Lagrangian,

get F.O.C from this step

Figure 3.1: Methodology Flow Chart and use them to find the solution.

91nguUnmdnedu TUsunsy DYNARE aztaglunisvin Optimization s0ufl 2 Tnely
Anwidesimun 1) Reulunasniwitldannnisyin Optimization seUusA 2) FwuAaLNTg
TgUszasAvas Ramsey Planner lneiuualmiu Social Welfare Function auiildesune
19 uag 3) fviuaan Planner Discount Liialsf DYNARE 1015 Optimization seufl 2 wazti

= aAv v ° .. . 2 ° YA °
LﬂauvLsUﬂﬁﬁJﬂ']W‘mlﬂﬂ']ﬂﬂ'ﬁVn Opt|m|zatlon u‘lﬂf’ﬂu’lm‘ifﬂﬂ\laaWﬁsﬂﬁNLL‘U‘UQ']@'E]\T

DYNARE 9¢438Au3A1003sUsH Steady State wavnaaeuauauURUamuvag

Y 1 A

WUUF18097181119091089A108 IR TG IR T Steady State n3elai(Blanchard-Khan

Y

Conditions) #AnwestmuAAINTHMesTIIzaT UL iaALludwsaly
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3.2 WUINNNNITOSUIPHAANSVBILUUTIABY LAZNITATAUAAINISIILADIVDILUUINADY

3.2. 1L UININNTOB UNURARNEVRILUUT 1A

nsfnwildAnwinisamuuaznislidievesniaizuia msiaviaiesiiondle
Tumsatfuayuelddnesananiamnzauiignneldidmneaiafinsdinudigaian uasiie
masgualinBiunzaundmansznusessuuasygiaasdueensls wuudiassiliunu
sruuLATYgRvRIUTEmAlneUsEnauf e ssuUaLN oS uEANLduR IS ST L sng
\sugRaselutisngiamili(State Variables) wagfusiagiiounisiuasuuiasShock
Variables) §3314lUsunuDynare lunstismeneuvosszuvannisfana Tasfidmeud

lUsuny Dynare uansraansoanutuazaglugy Policy and Transition Function® wagilgy

mlusall
Y=Y+ g,(Yeoq — V)i + gunie
Taeh Y, WU ALMBSUEARIAIUDY State Variables ibian t
Y WU LIALMDILENIATYBY State Variables 91 Steady State
Ut WU LIAWBSVBY Exogenous Shock Variables 7itaan t

9o Gy WU LUAINGUDIAMITITNRSTIQNALIRIAY Dynare

annseldilsiduineurasuuusiassinedudl lunseuamadndainmsiasuudas
Exogenous Shock Variables ﬁ?i?iﬂNaﬂiww\i’lmw‘uLﬂiﬁs@ﬁmmzazﬁauaaﬂm iugﬂmaqmi
\WasuuUadrves State Variables seninetnananls ngldwdnnisuuuieatuiu Impulse
Respond Function InertwualiAnnisdsuuauuuituiivildaiatui nantiagiu =0)
whilu wagliiiansidsuudauuiuiivuladnaendeanty (t0) anduruinauay
LARINASNSUDY State Variables Tuynagasiardsusinandagiududuly (t=0) Tngay
fi9rsun15LAsULUaIves State Variables #19qfiaula Tieglusuvesiovazuaanis
Wasuuladluannendi Steady State lnga1u1save1aaUlan dloianisdsuulauuy

v a o

wiiulauda Arvesiudsfiaulandsazivdsunlanduivsazvile anAvesinUsiugi

% Juiledduniunain nisuszanuileddunuusians #1838 Taylor Approximation &16Ufl 1 (81999310: Griffoli, T. M.,

(2013). Dynare v4 - User Guide Public beta version. Web site: http.//www.dynare.org/documentation-and-

support/user-guide/Dynare-UserGuide-WebBeta.pdf)
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Steady State wulllaiinn1sidsuulasiuiiviulanessaumalulagual nandnagiiulnau

foaziinlaanAusiud Steady State(Uansgunmuazaasuigly uni 4)
3.2.2 MIMVUAAINITIABTVBIUUTIADS

sAnunilifoyarsuginmniavessamalvedundnlunisduudmnives
LLazﬁmmm%’agaﬁu’mmmmﬂé’ﬁﬁmmﬂmxﬂﬁmmiﬁwmLﬁwgﬁa]LLazé’qﬂmLmﬁma 1ng
uimsdmimsfiweditu 3 ndusaABiunlisd
1) wisrfimesiitmualneld deyaiasugiounnn liun andousauestladonu fwes
AAENTULAZNIATT AdndIun1sIdusuldlun1suEn @1 Persistent wagA Standard

Deviation YN9UAUA

'
a o

915199 3.1 Andulseansnannalaglddeyasunsunavesdiuwlsiasugiaunninveing

No. Parameters Descriptions Value
1 &g Depreciation Rate of Public Capital 0.0680
2 Sp Depreciation Rate of Private Capital 0.0997
3 a Labour Share on Output 0.4967
4 K/Y Long Run Private Capital-Output Ratio 1.9874
5 K/KG Long Run Private Capital per Public Capital Ratio 2.1509
6 Pa Technology Shock Persistence 0.8724
7 Pg Government Consumption Shock Persistence 0.7576
8 Pag Government Investment Shock Persistence 0.6389
9 Eat Technology Shock Standard Deviation 0.0578
10 gt Government Consumption Shock Standard Deviation 0.0741
11 E€agt Government Investment Shock Standard Deviation 0.0320

lnsimualy Andeusianadslussezeivesladenuniaenyuiavindudndiu
vaansasunaensudeladenuaaenty WwhetuiuAndeusInedelusseseIves
adeyuniasgiiwuelivindudadiuvesnisamuniadgretdadenunialy Inelddeyasne

Y1 1993 — 2015 el dudunuveriasa

Public Investment, )

5, ~ A (
g verage of Public Capital Stock;

Private Investment,

5, ~A
p ~ Average of (57 ite Capital Stack,
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Output,
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a =~ 1— Average of (

A1 Persistence §nUs¥aIUAINNITAIMUALTAIYBIAILUTTENTINIAIUNUA Y
U5 AR(1) Tnefildan logarithm vesdeyanandndiilusunuvesieya Total Factor
Productivity) logarithm ¥8390ya3518418n115U5LnAY8901A5T way logarithm veedeya
seinensasmuvesnaizlasyiulieglusuvessianad neld GDP Deflator fifuaaan
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A1519% 3.2 mduussansnawialngld@eulan Steady State vaaluUTI@DY

No. Parameters Descriptions Value
1 X Relative Weight on Leisure Preference 1.3253
2 Discount Rate for Utility 0.9024
3 og Elasticity of output on public capital 0.5917
4 G¢ Exogenous Government Consumption Spending 2.1393
5 AG Exogenous Government Investment Spending 0.8424

MRAINAMUAAINITIENBSIN dIUT 1 UAEMIAIEREIUAII)IINTBYALATYTAINYA AL
391938151 8eianlng wlasaunisiieulud Steady State Tiluaunisunuaudusius
521N AdRdIULATANITTIMETHIFALEIIU AN EMesNRBINIT AT AeTBNNS
& a §aly wee = ° ] a s ] = = =

1 Armsdwesnladaaiisugnimuaindinisimesiudiui 1 uazdeulyd Steady

State

Suppl -
Yssupp Y = F(Hy, Kgs) = (e%5Hy)*KL % (KS)%6

_In(¥ss) —aln(Hys) — (1 — a) In(Ks)
- ln(Ksi) '

ag setagsas 0

Wemmualyl A19iSteady State vasdadenua1AlONIUAIUTOYATTI AINUUAIUINATT

Steady State lngldardndiufinrwinlinaiaindiui 1 aglar1ussunnuves Yy, wag KS

a

nvullensauyfgiulin Hy 10w 1/3 (aniaudszana 8 9. 910 24%4.) @13150
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USLUUAT @ MANNENNNTTINAY AENANAITIREINUE @10150UTEUANT Steady State

wazAMISSiesoug ety sl

Wes = a(e®sHss) ' Kos * (K6

Rss = (1 - a)(eassHss)aKs_a(KsGs)aG

' I
=) U a

WesauyfgIulip1f Steady State vesiakUsn18v 3 wiaduaiilndiAesiudnsinig
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T Fenldisnisillaedl 2 wgnad1Ay 1) wmszuvuitaedumsfnullilafinnnive sunfiganeiagaunsawnuaii
Awnndeyassdlansuiiundd Wedsswihnmalssliuaumnzauvewuuinasdlagldndnnisnii wwuiiaesiuny
sruuATugivesUssndalnglafvieldiy asfinnsanainuavesmdini ldanuuudiaes 1azaunsadiaesdeyad
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ManurewsgnimualagnsisauyAgiuielikuudtaesdunudnuildinadanuaiunsaiiag 1009 dudsvani
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1 _ ﬁ(l + (1 - tk,ss)Rt,ss - 6p)
(1 +tess)Cos (1 + tess)Cess

xCos(1+ ¢
(1 - tH,ss)VVss = Ssl(_—HS:SS)

#msuen G© way AG Hu aunsauszunaelalasldaunisaeselui

K& = (1 —6,)KS + (AG)e™ss,  set ags as 0
Gl = AG
e9%ssGC + Gsis = tH,ssVVssHss + tK,ssRssKss + tssCss, set gcss as 0

3) Wsdiwesdiuanineazlinisasteanyfigiuieuseuiunisasguasiaveslvinis

q
a 4 o

N v A o ° 1% a = = &
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= o a £ao o v a
MI1F19N 3.3 mﬁmﬂizﬁwﬁmm‘wumi@EJﬂ’]im“U@ﬁiJigmg’lu

No. Parameters Descriptions Value
1 H Labour Hour of Work 1/3
2 Bplanner Discount Rate of Social Utility 0.9024
3 bn Weight on Each Delayed Period 0, 1/3, 2/3
4 N Number of delay periods 2 Years Base Case

drAnyvestszmalngld Tnensivueayfgiul agldndnnisdn dmualilndifesiudeyassmeyssanuuazaenngoiy
funuandRAdaiuvesmveiuuUsiug 2) fAf Steady State vesn1Biaiies 3 vin aggnanluidnasilaglusunsy
DYNARE &ef{@nwndndudeaimuadiauyfigiuvesnidiadeis 3 vila el A7 Steady State filUsunsu DYNARE

Al Sanuaenadesiuivdeyairsugiaumnavesneniniian
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7 Rental Rate 0.194096 0.250055 0.202328 | 0.188028
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Policy in a Small Open
Economy with Home

Bias”

maxE, Z BtUtil,
t=0

interest rate

Authors & Research Policy
Planner Objective Function Key Features
Topic instruments
Kumhof and Yakadina Welfare Function with smaller discount Government | Negative Bond,
2007 rate than household Spending incomplete asset
“Politically Optimal and time-varying parameter. Tax market and political
Fiscal Policy” = ) Bond planner value near
maxE, Z BT, Util,
= future when making
decisions.
Home bias in
Faia and Monacelli consumption create
2007 significant swing in
) Standard Welfare function )
“Optimal Monetary Policy exchange rate under

open economy with
monopolistic
competition and

nominal rigidities.

Grohe and Uribe 2002

“Optimal fiscal and

Standard Welfare function

Policy

Use expectation
augmented Phillips
curve to represent

price stickiness.

2011

Standard Welfare function with j

interest rate

= interest rate
monetary policy maxE, ZﬁfUtilt The analysis is about
= Tax rate
under sticky prices” ] varying from fully
flexible price toward
sticky price.
Auray, Blas andEyquem Policy Small-open economy

with trade in

Policy in a Model
with Recursive

Preferences”

7 = max {(1 - B)(Ct(l - n::)]?)i_;g

+ﬁ<Et[‘7r+1 1_19)}

interest rate

“Ramsey Policies in domestic proportion of agents Labour consumption goods
Small Open Economy i r ] . income and | under perfect

o maxEy ). p [ U(ei). ()i | o
with Sticky Prices and = capital tax international risk
Capital” rate sharing.

Linkage between the
An 2009 Standard Welfare function but use aggregate macro
“Optimal Monetary recursive form utility of Epstein-Zin type variable and the
Policy

financial market
variable.
Compare with

Monetary policy rule.
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Faia 2012
“Oligopolistic
Competition and
Optimal Monetary
Policy”

Standard Welfare function

maxE, Z BtUtil,
t=0

Policy

interest rate

Oligopolistic

competition introduces

both, long run and

short run distortions to

economy.

Requires the use of
state contingent
inflation taxes to
smooth and reduce

firms’ rents.
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