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Appendix
Appendix A. Expanded supplementary stuff.
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Source: Obtained using some mathematics about micro-conceptions in detail.
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Appendix B. Baseline calibration.

Parameter Description Value  Source
B Subjective discount factor 0.9828 annualized real interest rate is 7%
h Degree of private consumer’s habit formation 0.7 Medina and Soto (2016)
i)} Elasticity of substitution between private and 0.3 normal value
government consumption
M Steady-state utility of real money holdings 0.4 normal value
AL Steady-state disutility of labor supply 0.3 normal value
10) Inverse of the Frisch elasticity of labor supply 2 normal value
) Depreciation rate 0.025 normal value
o’ Capital income share in commaodity goods production 0.28 Kitano and Takaku (2021)
oK' Capital income share in final goods production 1/3 Kitano and Takaku (2021)
o Commodity inputs share in final goods production 0.05 Kitano and Takaku (2021)
g’ Output elasticity of productive government spending in  0.15 Melina et al. (2016)
commodity goods production
0g Output elasticity of productive government spending in  0.16 Melina et al. (2016)
final goods production
g? Marginal efficiency of public investment 0.5 Agenor (2016), Melina et al.
(2016)
gl Exceeding adjustment costs of public investment 0.1 Agenor (2016)
" Elasticity of substitution between differentiated labors 20 normal value
0] Elasticity of substitution between wholesale commodity 6 normal value
goods
o' Elasticity of substitution between wholesale final goods 6 normal value
& Price elasticity of foreign demand for commodity goods 8 normal value
¢ Price elasticity of foreign demand for final goods 8 normal value
ov Degree of nominal wage stickiness 0.75 normal value
07 Degree of price stickiness in commodity goods 0.75 normal value
production
of Degree of price stickiness in final goods production 0.75 normal value
n Share of rule-of-thumb consumers 0.6 Melina et al. (2016)
Policy parameters
7 Tax rate on exported raw materials 0.05 author’s decision
o Share of tax-financed public investment 0.1 Zeyneloglu (2018)
k Allocation of public spending in favor of investment 1.2 Zeyneloglu (2018)
pi Persistence of interest rate 0.6 normal value
Pr Response of interest rate to inflation 15 normal value
py Response of interest rate to total output 0.1 normal value
pB Response of interest rate to total public debt-to-output 0.02 author’s decision
ratio
pB* Elasticity of the international external premium on 0.01 Drechsel and Tenreyro (2018)
public debt in foreign currency
ppz* Elasticity of the international external premium to —0.02  Drechsel and Tenreyro (2018)
external commodity prices
Steady-state parameters
v Initial public investment share of public spending 0.08 average observed data for
developing economies
BYY Initial total public debt-to-output ratio 0.8 average observed data for
developing economies
Violation parameters
oz* Degree of autoregressive foreign commodity price shock 0.9 normal value
K9 Degree of autoregressive public spending shock 0.9 normal value

Source: Author’s decision unless otherwise stated.
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Appendix C. Log-linearization of the model structure.

Equation Definition
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Equation Definition
- f Marginal cost in the
MC: =<1—0LL )(W Pf)+ o T —o Kf ) final goods sector
1—-0" )1 o' _ Phillips equation in the
=BE T, + {( 0 )éf PO ) MCI— P final goods sector
T = p = P Gross inflation rate
T+ t+ t
T = P? —P? Inflation in the
toor T commodity goods
sector
T —pf _pf Inflation in the final
toor goods sector
Tt _ Pzt it Tax on exported raw
Tt = Pt +Yt materials

Eét—ém(l i)- (ul— )+ BB -BLL )G + TR+ MM, M, ) Government - budget
i

E ~ ~) Money supply

TT +I'E [':11+51+'11—PJ G|g|g+CgCg+|B(ltl+Btl pt) Government revenues
+|B(st+|t1+Bt1 R)

9 _ K9 1 T9 _ o179 Law motion of public
KI =K, (1-5+€5)+5(1¢ —&'T¢,) Law p
1°=G Public investment

t t
C'=G Public consumption

t t
CC —CYC9 L1919 Public spendin
GG, =CC? +1°1, blic spending
EF =0 Law motion of the

! SWFs
~_pz B = _pf pff Nominal exchange rate
s=P —-PF . s=P PR
R B D S5z* Foreign interest rate
I It St+l_§+pB*B Bt+ppz*Pt
in(I" —T) _= Nominal interest rate

t t

o~ ~ BB -Pl+Bls +B . -P Tailor rule
"L =pE, T 0 VY TR B..-P) Y(S” =P
7? :Epép +Tpr +GC-} L NX N~Xt Equilibrium condition

t t t t
S, g Bt Foreign demand for
Yo =Yg (Pt Tt ) commodity goods
St o, 5 B Foreign demand for
Yo =Y +g (Pt S ) final goods
V*Qt* -0 Foreign output
N% N}( _VZ*(?Z* . '|52* —-Is*)Jer* ?f* . 5f* —F’") Foreign trade balance

t t t t t t

NN+ B o B (B - BB (T B e T =P (R )R (T Ry B

~

YY, =Y’ (?tf +P' _'|5t)_|_72(?tz +P - pt)_z(zt +P? _'|5t) All goods production

Continued on next page

National Accounting Review Volume 6, Issue 1, 95- Page.



Equation Definition
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Source: Product of author’s derivation.
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