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Abstract

This paper extends King, Plosser and Rebelo(1988) to include a
government sector and discusses the effects of permanent and transitory
government spending which are either anticipated or unanticipated. Re-
sults from dynamic simulations point out that government spending has
significant crowding-out effects on investment during the execution pe-
riod, but its magnitude decreases if technology improvement in produc-
tion is concerned. The paper also concludes that the altitude toward
risk has significant impacts on the dynamic transition of endogenous

variables in the system.





