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# # 5085184229 : MAJOR ECONOMICS
KEYWORDS : Monetary Policy / Political Budget Cycles

ANUCHA WILAIKAEW : MONETARY AND FISCAL POLICY MIX OVER
THAILAND'S POLITICAL BUDGET CYCLES. THESIS ADVISOR : ASSOC.
PROF.CHAYODOM SABHASRI, Ph.D.; 72 pp.

This study examines the impact of political-budget cycle of fiscal policy on the
decision making of menetarny authority, who conducts the monetary policy under the
inflation targeting framework. The economic model is constructed and calibrated to be

consistent with the Thai Economic Structure.

The findings show that such fiscal policy ends up with high rate of inflation. As a
result, monetary authority has to increase interest rate to control the inflation rate at the
targeted level. When comparing the government with high incentive towards political
budget cycle with the gevernment with high cempetency, the inflation rate of the former
case is higher than the latter cas;. Moreover, the political budget cycle of fiscal policy
will result in the higher social welfare only in the first period when the election takes
place but the cumulative welfare is less than without the budget cycle. Importantly, as
long as the voters are better informed, the budget cycle will be less likely to occur.

Central-Bank should concentrate on monetary policy objective especially in
election period. Both.Central Bank and government should be more transparent and
voters should seek for more infermation. Then, the welfare problem due to political
budget cycle will be avoidable.

AcademicYear: 2009 . ... Advisor's Signature
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o

FuiavTaginUszimatmieuiulsranauiallherianisuzinaviadusi

s v N, Ayoe o =& = a 9 = v = 9§ o
NTULACAUAIEITITIUL LLWN@QM%QMW?)’]H\‘IQ\‘]L‘WQJL“ll”liﬂﬂ@ﬁqqﬂm@\iﬂ’]?quﬂﬂﬂuﬂqu’m
A o I dl ] dyd ' v Y o o < y & 2‘/ = o
VIR AW Tudauiiizandn “Ego Rents ‘Emﬂmmmwm X 7 Aiugnun s uie g

73
Y o Al

assnuseleminesfiniguaa (Incumbent Leader) lisi

E/(T) =28 U (0, ) V(K )+ 72, ]+ > B Xz, (2.3)

fyunatinsaldaann &l lunasua ndudiaasasng Inelunasuandudiansnsnistiu

o o

uaeiuANAINIINRIUNATUTN99ANN7IBTTLALRS (€) %wgmaﬁﬁmmmmm

=20

.1 1
ala o T =

ALAINNTDLFUNIAANATAUAN AN a3 LA Tas ldANENAaNIaET LA I A A Ng 11D TR

49

Amunlil Public. Goods Production Function vizadieanriafuiutlszannaesigunane
gt K= 7F &, (2.4)

1ngl

o

7, Palania (Probability) #§§Laa (Incumbent) azes lusnumislung s

- o al e b Sated .
X AamNsednisiazldsUaensaiNIanAT (Prospective Ego Rents)

A o

£ A8 ANNATHIINTBNTTUNA Inenvus WdssanTuazaInisniuininuanisnges

'
o =2

Fan &eaf tal Aagadilsy Tunasiudil
TIUNRNLARNN & =a; + &, T3 a ADBANA TENAUNRAIAINNAINNTO LUNNTL IR

49

(Competency Component) NANITLAILAILUULYB 51@}5 (Independent Bernoulli

I o

Distribution) tnaill p = prob(a = ! )Mmeﬁa Tenandszaauiuidniguiaiuiguiah
= A o dl 3 = [} = a a

HAINAINNIVTRTT LN AINNen I NN B9 s ANFATN (Competent Incumbent) waz
1-p= prob(a :aL) wunene laniandszarauividnfguaiduiguaniud

A o PRIVEp Ry a a

AYINANTIMTR T TUa Il A NaTnsa Tunns lEn BeenedlsrAnEnn (Incompetent
Incumbent) Tna. @™ > " >0 Laziludase (Independent) M1952311974 agents LaLIa
Tnelunnuanaasi ¢ lanadludouilsiaan (Choice variable) DaLTlulNENARNIANI LD

%11 (Leader Individual Characteristic) 11 1Q



2.1.1.3 N9LADNAY

dszaauinssanisidesliiiaen 2 wesaldun wesaniduiguia (Incumbent

Party) Wazn3sAENATU (Opponent Party) Imm‘?gm@%Lﬂuﬁjﬁwumm@lﬁ@ﬂ[?T\‘] anunele
AUATINTYNTAENAYLLLEN (Random) B4azifiudnssaigunadileniaiiazldifsay
1| v dld b 1 v b 1 A 9n’/ = :J/
wesaleA1uaInnN1snNdeyanInndd tnelasaadsanedealudainisiaensinisiaans

LAANAIAITG 2.1

p19197 2.1 TAseadaedagaasstutiasugnaludaseainisiaens

§3U14 (Incumbent) 1lszaingy (Voters) AT ueN1sIAaNAIa s
Squnaiuf (Observe) v, /| /Uszmnauing (Observe) 7, | srssadlusiunuals 2

& e o o] : L
AMNUUNINTIANNURA T 0.1 8., Kooy, G 0 AT | daqunan Aawstadna t (Hnng
% & o ~ 2 = o =2 =
AL kt+l AMNVUNINITLADNEILAL LAANEN) AUNITIIAT t+H2(H

4 Pa 3
NITABNFANANAT)

711N"17.a8nRA4 (Election Year)

P97 t AR t+1

%

ANAN99 2.1 aziiuan g9l ma‘mﬂﬂmﬂa‘”f’nwu (Voters) mmmm%ﬁm (Observe)
al VR s 1 1 o 1 1
M (7,) waznisldaneaesiyuna (g,) Winemnss wsiliannsaiuiaAinisldanaunisamu
12955114 (K,,; ) WAZBIALIIZNAUAINAINITURNTFUA (o, ) IHinense uazaniziRen iy
FU1An “meﬂﬂi”ﬂaumwmma‘nmLm%‘wmmmmﬂmu O) Ineidszanguazian
U = 1 = A o ¥ s
wesa e ATUAINTRY A lua AR LLa:ﬂ@uum?La@ﬂmﬁszmmu@zumsﬂ@@mﬂ@:ﬂ@u
Leader-specific Factor 18491955114 (0, ) wazdagAu (g2) duFunisiaensaiy
dszgauazyinnisiseuinavessadsslaminaianisaidiazlafuvniaeniyuiavsedie

Y] ) Y] A o = [l ¥
A Tagnnun i v = 1VWﬂLﬂﬂﬂWﬁ‘ﬁ‘ﬁﬁ‘§U’1@ LAV =0 uniaannIsARIE AU

1 WENTY, Jeft (1¥, )

v, =
0, otherwise

2.1.14 nsaannensaiNdayaduysel (Full Information)

4 ST . y .
Hasandszrnauainnsaiazivianainisnvesiyualilaensaduna
95 mzﬂwme%mﬂmmﬂiquﬂ?zuﬂmmﬁQﬂﬂa‘Lu@q (Political Budget Cycles) e

P NZ\]ﬂW‘J‘LZ\]’ﬂﬂﬁN ﬂﬂuuﬂﬂﬁ‘ﬁuqﬂLL@Z'ﬂ‘J‘:ﬁ‘ﬁquﬂulﬂ@\‘1ﬂ’1'i“VlQZLLZQ’]\']‘I/T’]@??E]I]?Z?I&I?]%QQQMIMEI



max U(c,g,)+AV (k.,), Vvt=T

.G Ot Ky

S-t- (2.6)
Q:y—ﬁ

gt + kt+1

y ggt (2.7)

A o
ﬂﬂ?ﬂL@ﬂﬂ?ﬂUﬁ

o nl/ A
dufgunatune

E’

(2.10)

v

nﬂl o v Y J A XK o
Wagannnanun i NA19ARLUTLTITURIAINTDTUT

ANNNATNII0TDITFUIANDUAIN: SLARN bA) [AeI MY A91iulaws @m@mum?ﬁ (2.10)

' [W* £t —ai]—Qi U.

mi{H‘Jﬁ/ﬁN* 15
Tmﬂﬂ u E] ’J ﬂ ﬂ Vl
u,m'amﬂ,mrmuﬂ@vmwuvl,ummm%ﬁ*mmmmmmmﬂh WIE FatulunaiTiaedes

AN AATINIE T E

—-

(2.11)



EF (W (e2,) |2 0°
=p2\N*(2aH)+2p(l—p)W*(aH +aL) (2.12)

+(1-p) W' (22")
AnaNNei (2.11) wa (2.12)azlsdn O >Q% > 0t
Tagl
QF ﬁ@m‘:mﬂ@ziﬂmﬁﬁmm'wz”l,é’ﬁ*m"mmﬁ‘lﬁﬂﬂm?m"gma'ﬁ'ﬁmmmmm
Qb ﬁfa@ﬁmﬂizimﬁﬁmmdq%ié’?mqﬂmuﬁfaﬂm@m”gmaﬁiﬂﬁmwmmm

Q° AaarrndsslaminanadnaglafuainnisaanngsAela s AN

21.1.5  mswanasnsaiiaanNliaNannsIataya  (Asymmetric

information)

nsoiiaro W ldannnsrasdaga (Asymmetric Information) HuAzLing
dszanaulidainisonaziuiriesdtlsenatnaana n13028933u1a (o) Wlnemnssly
47991981 t (Election Year) wﬂfiwzmm’aqLqmummsmaﬂm (1391 t+1) ﬁqﬁﬂumq
a1 t UsT1aTuReNianasAIANIsaiAN BN ALTSNALANINAINIIALE T TUNA (Beliefs )
1 dl o Ul :’/ dl % 74 F 7 o/ o
andeyanatnisniuglalusneduasliun daganasldanessuta (g,) waznisiinue
M#eesigLIa (7,) InEAIN1TTEUNNIANIANITIANINAINNINBS T TN AT B9 sz T U LA

\u p(g,7) 39 g Aa Probability Weight Ndsga1muazidnneausaiuiinfyu

211

E%’

1N
a ° \ T TIE. "
AAIMHANHITNATY (at =ay Iﬂﬂﬂqﬁuﬂﬂq o, ANN) ﬁﬂuu@\u"ﬂﬂu@ﬂgﬂ p(at,rt,at l)

' p(a, 7)arninaranndesuasiniaigunaasgniaanidannanmaiai
Q" +(1-p)Q-0° +9-q° >0 (2.13)

Tnelusnisnivunuleuignnsadeludaetiaans (Election-year Fiseal Policy) §§U1aag
Y dld 1 [ dl = o
151 q-0° (A uAnTesdszaTurTeAt e Nt srangun e igunailediauiy

HNeAN1) LARE qqiiﬂmqumﬂmeu@iumsmLuuuiﬂmﬂmmmmmwm@ (Choice

Variables) @ léiwn n1slddnaae3sguna (g) WATANE (7) A1un0Razinun 19a9Reni
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ANANTIAINANTNITLNATRILIIT T TY (p(9,7)) 16 wazdnNnTaAIuIUN lanaiian

q-q° %zng'aﬁ%gm@%muzmiﬁ@ﬂ;Tqiﬁ@ﬂﬂ
7 p(9.7)]=E' (v|g,7) =1-G[Q° - p" - (1- p)Q" | (2.14)

Tnel G Ae nMsuanuasAnauIaztili (Probability Distribution) 229 q—q°  wazniuuali
H H a KX o dld H
&' =a, +ta DAUNUINTFUIRNHANNAINNEA (Competent Incumbent, & =& )
L L =2 XK o dl 1= L
e =a,ta ﬂﬁmﬁmﬁgm@wiuummmmm (Incompetent Incumbent, &, = &)
Aeriuannsanuiiioyun Maximization Problem dm3usgUrausiaziszinn (Competent

Incumbent LAz Incompetent Incumbent) 1alagl

rr;ixZ[g,r,p(g,r),g']
Sl

g=0

-7 0

(2.15)

T+ 5020
iH, L

Tnel
Z[g,r,,ﬁ(g,r),eiJE;(izr[ﬁ(g,r)]+W(g,r,gi)
7 =B X(1+p)+Q -0°%]
7 Ao TannafiFuuInagaus dansa (Incumbent's Expected Chance of Winning)

#' A9 Surplus from Winning Tae/ watl X Z(1+ ) Fa Discounted Ego Rent 13un13
@enAele 2 daananidiuen ey nay ,B(Q‘—QO) wdnseLlsetnTuazll Expected

Utility Ngandnfindguaaguznasiaansividaniannaie lnuausg 5 >0
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2.1.2 Political Budget Cycles: Do they differ across country and why? (Min Shi

and Jacob Svensson, 2006)

311299 Shi and Svensson Luanuilessulunguaaduusfa Oppotunist taaludl

2002 l#nnn1sAN=FeY Conditional Political Budget Cycles lagl@vinnnswmunnis@nen

194 Rogoff (1990) ¥ag Ingtluniataedesnsdaifaasunansaniugaeanisiinans
P P, 0 \ o oV wo = a o o A

suszananiensilesiuanmAtenluurasdsumensanialininnsAnedalssdn e

ATUAYULLLAN8097 AT 9as-anntuiutl 2006 Alawmuiwuaaesliiauanysnl

NN TULLA97 Shiand Svensson Miaisauiuisiauny (Agents) luszuiiAsegia

v = LR A - . P |
1@LLﬂ 1P akipY} (Voters) LazNTesANITINANUZALUNNIATLINAY (Politicians) 2 WesANITLNR SIS

—

o

16un w33m A wagasn B latiufazsiunuissaziasnag

Zhe

2.1.2.1 Uszgngu (Voters)

i:uuLmﬁgﬁ@ﬂ?zﬂﬂuﬁfmﬂuﬁﬂuqumﬂ‘imﬁLwi@muﬁmmﬂizimﬂ

(Utility) Nilszneudag 2 da laud dauin 1 AediuniduiladuniaiAssgAans (Economic

Component) T lfuAn9udlnadudaanstse (g, ) N9uslnARuAaNDY (C,) hazdaun 2

= ] dl | o dl [l dl o o . dl 4 !

Aadauniiuiladanldineafunasias s gA18as (Non-economic Component) @4 liun
| o a1 o ~ = ~ i

ANNTALAIUAI NN ARINN19LHBINTaNTIIANILNDS (Sympathy Component, 8'z,) Tag

Warduarsndsz ol (Utility Function) @asnsaidiawlaimed

. T .
Ul=>p8lg+u(c)+6'n] (2.16)
t=0

LEUAATLNNSANEI8S Rogoff (1994) nnuua i (i qaENsutesusazdisanlsz g
Az NAUNITNE (Exogenous of Storable Good) tuanuaw y avgnasaraldldlunsusinag
LASNNFAATE (Lumpmsum tax) WiLFgLIa lneaiunsallguain1susndieanindnu

suilssannsaestszanau (Budget Constraint) 1l
G ="y—r, (2.47)
1agl

¢ Aa n19LEtnARuANYA L (Private Goods)
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g Aa N13u3lnARUANAN81304 (Public Consumption Goods)

7,8 Lump-sum Tax Tu 0 4941041 t

1
= ] 0% A

i A ] o = A A =
0 Z, ARANNNTAUAIUAINNADUNNITINANUTANTIANITLHBI(Sympathy Component) Tnel

nsnszangludae 0'z, =[-1/2,+1/2]

z, A8 Binary Variable tagmediAa z, = —1/2 twnnnsTA Aduziaensd visa z, =+1/2 1

a4 L
WT9A B TUSLABNF

¢' Ae Politician bias TINAYTNILAEWLIL Uniform Distribution TWaiae [-1,1]

o O

dgl ¥ 4 o VY . A 1 | A |
uﬂﬂ"mﬂuLLZWElﬁﬂ’]ﬂuﬂiﬂﬂ']ﬁﬂ?m@ll@?lﬂﬁﬂﬁ‘:ﬁ‘]]"lﬁjuill windulaetivaaniily 2 [IGENIZIRIAIAEN

a L1l

au1sniuitayatnagnslgvianun (Informed Voters) Eamiludndou o vaviszaiay

e azngui liau1sniuide yatinng 190198914 (Uninformed Voters) TamnLilu

a

% ]

An@anu 1— o 19U BUANNA
2.1.2.2 W95ANT5LNB9UTRRNNN5LNRY (Parties or Politicians)

o = A A A =

AuuAil 2 WeTANISLHEIAE NI3A A uaznssA B InanssAn1aidesinig
N9L3lnARUANANETTUY (g,) NNAUTINARUANANTW (C,) MutAtafULseany wanani
udanssAnsileaNdoniiduna s laminianisiiladnse Ego Rents ( X ) A9iudnuns

aeuileiduassntsslaniuecdiindguna (Incumbent Leader) 14

th:iﬁ‘[gt+u(ct)+xt] (2.18)
Toer’ d = {1,0}

% = 2 < = A . o Y o 1
?gmamqﬂm"mm@mum‘wmm WATANNNIIEN (Borrowing) Ineaztingelasanannld

14 lunsnandudiasnsue e lun1snandudiaisisnssiuauasiiumng 1NN snresly

1
%

MILEMTAANTILDETUNALEN (77) TISTUIATAAINNANNNIAATANIINLENIRANNTAUA

99

'
A o o

d1a1ruzlalaeldn1#naindnfsunanliddariuaunn Iaaniuuali Public Goods

q
a9

Production Function vizadadninfnuiutlszunnuesiguiane

0, :Tt+dt+R(dt—1)+771j (2.19)
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Tagl
= a v dlo/ a 1
g, ARAUANANENTULNTTLNANAR TWTRAN t
A v o [~1 = 1
7, Aesaldresigunalaenisiiunigaanuszananlugoagn t
d, Aeselfvesiguiaaannisfie (Borrowing) Tugavingn t

R(d,,) Aen1sanemumiieedigina (Repayment Function) Taeinuuaiiu Positive Slope
Convex Function (R(0)=0, -R’(d)>0. foralld>0) iHlasannsitiuzesiguad

4

B Tmﬂlﬁ"ﬂuimf':ﬁ@L‘fluﬁi'ﬂuiﬂum:rmuQmmiﬁﬁmﬂﬁgmaiﬂﬁﬁmmiﬁ’jﬁ'uﬁiﬂﬁﬁ
éuzgm (No Rising Trend in Borrowing)

n) ARAINATN1INTRITTLA dernvunlag, p) =)+ wl, We ) fe Skil Shock fidnng
wanuasagnaugdssAanyd (id.d. Random. Variable) ﬁmlfa?{mﬂu@uﬂ’ (Mean=0) A"
AvNulsLlaau (Finite variance) HilAdunIsuanuas (Distribution Function) 1flu F ()

uaziiaridunduvuaiiy (Density Function) tiu ' f () Teain f(0)> 0 Tnafiivualivn

AuluszuLAsHgRag NIgniuiAn !, 15
a9 al
2.1.2.3 msuntfymdmsuszina (aasnn) nsalludN1sIAaNAY

Ao A . By p > e
nasiiisinieLily Reference Point taeimantidinasiienscuanidniguiaas
uigunanaennisdinsaeil ienanin Marginal Utility of Public Consumption HAA<7
(8U/0G =1) uaznsijasfinsiunu (Cost) finlisguaalaianidusesinnisdain fatiu o

paanmarlidnrd, =0 for t=123.T uwazigunaazuioming

max E, [ g, #u(c,)+ X{]
(2.20)

st. g,=7,+¢

Taplszmauiinondinadi c, = y -7, (WwuA1aslil Objective Function) nnsurideaumn

(First Order Condition) Tunsaiilazls

=7 =y-u;(1) (2.21)



14

2.1.2.4 NM15R5193)ansIULsTaNUNI9NI5LAaY (Political Budget

Cycles)

asanualénnsidenfafing uuuy Period 15U Period wazinvun’ley
ﬂ?zsménui?”u;'fmmmma*m*gma (Competence) SULLLANRAE AR UT S UL
(Moving Average, MA(1)) ﬁqﬁummmmgﬂLmurﬁm@ﬂﬁlﬂmmuﬁmm 2 1394981
(Sequence of Simple Two Period Maximize Problem) lalaeunniansaundaanan t+1 %\‘]
g8 MALAaN AT kAZIUaNETITI9RA t+2 AT HNITIABNAIENATY A9t Dl
1991981 t+1 UsTTUARMINIIAIAATIUAYINAINIINTBIT TUNA 1UTI9081 t+3 wsann
m@ﬁﬁmumﬁlﬁmmmmmmm{gm@Lflul,l,uu MA() ﬁu%ummmmmmm%gum
F9919a1 t+1 A¢lU AR AUTUSHUAINL A N0 T099291087 t+3 TuAe

2

Epoi| s | | = Bt [m.5] =0 Uatifiesannnasdiiudaunu a8nsis Marginal Utility of

v v
v o o

Public Consumption HAAST(6U/0G =1) deduiguaaazlainisiureairaniilugos
t+1 (Off Election) Inelutaginanfananasguiaazaniiunlaunaiiugaiiiessiu (Primary
dl dl o a o dydl v 1 dl o A ZJ/ 1 o Z//
Surplus) LaNALTN RGN s U BNENNN TR AMNINTIABNAY (1291987 t) AgTiU
B
i

foR1inAwILlszanuaeeigL1a (Budget Constraint) Tudaduaniliinisiaansszelu

999a1 t+1 Aa
0. =7 —R(d)+7, (2.22)

warazldfinasfinlugodnan t—1uwsrznailis Post Election Year) fivtiudasninsiu

autlszanniesiuNa (Budget Constraint) Tugaananisiaanisiselutaaan t Ae
g =7 +d +7, (2.23)

Tasldnanalninisinanfaiu Ussanauazidaannssani sl as linatlss eminunuun
Q; dl 1 A gJ/ ] = al o‘dl 1 2
Pan d3lutaaraniaenselssatmuaciini e tnalsslarinaindaaz 14
(Expected Outcome, E,g,,,) ¥niaannssa A visanssa B tnanatlsslaminangiazls

yInaanNesa B (Mvunlshdlunss At nefnn) aaxsaiae et

=1 (2.24)

E 92 =7 —E[R(d)] (2.25)
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W E 7 |=E [ a4 |+ E [ 1 ]=0 dWesminiszmauasldanmnsniufanuaiunmly
a o a 1% 1 k%4 14 o o rdl 1
NMILEMTAANITAUAIA B TUTaasNsTA B (Hhadw) 16 wazduiunailsclaminaindiay

Ivnniaennssa A (F3u1a) anunsdenléiily

th=1 (2.26)
E o] =E[R(d) [+ ELu"] (2.27)

o E [0 |= B[]+ ELuf] =B [ u ] vila Efufy]=0 1adugntasiaan t
dszamuazanianiudan Skill Shock (4 ) aesiguaalausialaiaunsniuFen Skill Shock

() veeigunautdasnant+ 114 (As3lafremeRugadiauaai t +1)
2.1.2.5 ngrndulaiaanuasilseaai

1szgamuarnininlFaums uddannisvraassnilszlamiinaz a5y wn
A o = 1) v A A tﬂl v o a A s
waniguraviedatfinu inaazidanwesaniaiesfiazldd@dannnsviveassniszlugigegn

TngaziiudndszaauaziaanigunaLme
E[u ]-0'20 (2.28)

2 d} = all A Zj/ o o o A
azld Expected Share of Vote “ﬁ\iLWf.I\?W’ﬂVWEﬁﬁu?Jﬂ’ﬁ‘L@’ﬂﬂl?l\m’m?‘i_lﬁﬁll’]@ﬂ@

Pr(E [ 4 -0 zo):a[yt'}r% (2.29)

o £% = v Y o A ' o o d
mnmmuumiuﬂi:mwuumﬁugmmmmimmﬁgmawLermmqnu TAeN1uun o AB

% o

dndqurestlszrnauniufainainnsntesigunalagainisiuivisdn g, 7, d, Asuann

4

anman (2:23) aElddinunquianNIInIzL A NEN 10T TesTTLUAR TN
'=9,—7 —d -z (2.30)
My =0 —7 =0 =4y :

wasivun W 1= o hadadinaosiszansuilisuTasnuadnmnaesisuia liTnemss

o Y

eI NNgNRILNENAN gy, T AsisatinnIsAnAiuA AN TeesTLNe 4 Tne

u
Yo

nstlsennnian d, nelennsfuden g, 77 anaunief (2.23) arlddnaunguianuigm

u

TYANAININTBNTTLIA AN



16

:utl =gt_T
::utl +dl_d~t

& (2.31)

aannasusauaanidly 2 ngudesiu aaunsamilanianiguiaazdsaser luguials wee

Tanafizsunald Vote Share atieiiasdasias 50 14

i, ~ ] 1
Pt = Pr(0'|:/,ltl +E:|+(1_o-)l:lutl +dt _dt +E:|ZEJ

= Pr(,ut' >(1-0)(d, —dt)) (2.32)

=1-F((2=)(d,~d))

! @mémﬁummmqLfsmﬁﬁmuﬁﬂﬂgﬂ (9 t) FLNAaEiUUASRT
N (7,) WATIZAUNIIN DY (dt)?ﬁlm%mmﬁ@Lﬂuﬂ@faﬁ”ﬂ‘lummamzﬁum@qmim: (g,)
Lﬁ@luimmmﬂﬁzimuqmmmmumm 2 4191980919137 (Maximize Expected Utility
over Next 2 Periods) ‘EmﬂuﬂiaawmLﬁ@ﬂéﬁgmmmﬁmauﬁﬁmmam:mmdﬁsﬁwmmﬁl
13Jﬁﬂﬁiﬁﬂﬂf;Tquﬂ'j*gmm:ﬁﬁma‘ﬁwumf’ﬁu (Exploiting the Solution for the Optimal Tax

o o o

Rate) AatiuigunaazuAtloyualae

&9

max E, [r*+dt +77tA+u(y—r*)+X]

z +R(d,)+ 770

+E[1 F(( a)(d d))} ly—r)r (2.33)
+EtF(( )(d d))[r*+R(dt)+nt’il+u(y—r*)}

¥ o o o =< 4
witleymlaenismaniusauauniiela

1+(1—0')F’((1—0)(C]t—dt))x “R'(d;)<0 (2.34)

ANNT (2.34) L‘fluﬂ’mﬂ?ﬂuLﬁﬁmw@”lﬁmifngmﬁmﬁlumﬂﬁmmﬂ%wﬁ@mﬁ@ﬂé’i‘i
(Marginal Gain of Higher Pre-electoral Spending) %x‘lﬂ‘itﬂﬂuﬁfm W@ﬁLL?ﬂ%‘\ummﬁdmﬁ‘
LﬁuﬁquQQi@mﬂizTﬂmﬂﬁﬂQEQmﬁ'\m’mmﬂ,ﬁm%‘ﬁinﬂﬁluﬁuﬁ’\mmimz (Marginal
Utility Increased Public Consumption in the Election Period) L@ quﬁﬁmq%umm
nadsslaminlgannnsldFuidenseannass (Value of Re-elected) W/TattneuAU6Wy Y

wiaeigaineaenIaiis (Marginal Cost of Borrowing)
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fu AAENIN (Equilibrium) m?mmﬁmmmm‘aﬁgm@ (Optimal Choice)
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AU NI RANIB LTR35S (Real Marginal Cost) hazniuualiieiduntsnaniiu

f
1 - o [ 1 2 Y a |
Y, = L aasdugunulunisuanasgnnavuniae WL aglasuyuniaagaiabuiasaiy

3.1.3 N99ANISTLNAINFAUNNFEH A4 (Politicians)

] al = A A all [~ % 1
AMUAR 2 WeTANITLHBIAD NITANTTHBLETUTTUNA (Incumbent, | ) uazwasAne
AU (Opponent, O) TneinnnsileanzanssAn sl esilaiduessalsslamdsenausae 2

doulonn dquusniiudrunumileudulszangs (N33 NARLANENE19UTNNTLE LN ARLAN
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{ 1 a ! dl A ] dl | Ly A
LN Lmzfqﬂvnul,wwml,mumﬂm@m) wazdaunaaspediunitunatsslaninienisiies

A = o Ly A A o A 14
1Ta Ego rent ( z,) Taaarunsnliauderiduasinss Taaiananssanisidasvisatinnsidacls

o

X
AN

© 1-o 1+9
V) =>p [Gt N G L 4 (3.4)

-+
=0 L1117

Tt 3 ={1,0}
3.1.4 §5uaa (Incumbent)

Wimﬂ’mﬁ@m?@ﬁﬂﬂmﬁmﬁLﬂu'?ﬂmm:ﬁﬁLﬁuu‘ﬂﬂmﬂmmﬁqimmmamauﬁh
A191904¢ (Public Output, G, ) L‘Wlwr?\iN@ﬂiz‘tmﬂmqmﬂﬁm (“ﬁuzﬂ’]?lﬁﬂﬂé}//\‘i) %ﬂumi
LEmAUANAN e aelHTIAE LnnsHER (Input) filsznanida 3 faseléun seldann
NNFAALALNNE (Tax, &) mﬁ?ijﬁmmﬂ@mwu (Borrowing, B,) WAZAINNATNTD LN
1T11949AN19 (Administrative Competence, 7, ) TAE@ NN UARINIINARAUAIAID1TIUE

o

(W52 Budget Constrain 12455114) #aus01en Lis il
RG, =7W.L +B _R(BH)‘H?tj (3.5)
Tael

G, POAUAAIEITUENITUIANARN IUT99A t

WL, Aeselsgesiguaalagnisiuaii#ainyszanaulugaciog, t
A % o/ P . 1
B, Aesglfrasiguaaainnsdin (Borrowing) lugaeiaan t

R(B.,) Aenisdndpunidaadsua (Repayment Function) taerinnumiili Positive Slope
Convex Function (R(0)=0, R"(d)>0 forall d>0)lesa1nnisfeinvesiguiad
F149)1 (M.Shi and J.Svensson, 2006) IaaReulatiieduldanlalunisraununiafinaes

1
aaa

F3una bl erdannldinguan (No Rising Trend in Borrowing)

n) PaAYINAINNI0LRITTUNA (Government Completency) Terinuualag ) = ) + w1,
Tael ) Aa Skill Shock NENTTwanuLasatineiiludasesianu (iid. Random Variable) #

Aedtlugue (Mean=0) HA1A9NL19199U (Finite variance) HWeidun1suaniLas
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(Distribution Function) 11114 F(y)LL@:ﬁWqﬁﬁummummiu (Density Function) 1114

f () Iog@ f(0)>0 Inaduualinanlussunimssgiagunsniuian ), 16
q 49 U4

3.1.5 84¥1IA19NA19 (Central Bank)

1A A NARRRTHUN N1 2R U BSAMLAD TN 1NN 1991A0 (FR1@uile
o p b A, 4 o ¥
ihunne) Inanisnanuadpmnaniiss e dusan Taylor Rule @ lunstllsyimnelnetiu qns

Jo§ Augilsziasy (2002) Inisgsanpadnisianundnsnanieiivanavesina lugiuoy

293 Taylor Rule 1ngda OLS Ihannisninusdansasnientlmunavasneat lug
I, =1.88+1.36( 7 ~1.75)+0.8¥, + 7, (3.6)
Tnel

fa o X
I AadnIInaniledauig

A o

7, ARERIINULHE

¥, AAHAFAINIZUINARIHANARNLBATIHANARTIIZALANLNIN

' A < X ° 9 o a A
ANANN 1.88 LL@@\?Q\?WW‘H?%N'\M@@ﬂL‘Uﬂﬁ!@ﬂﬂqw LL@zﬂqﬂuﬂiﬂﬂm?qL\iuLﬁ@ijqWNqﬂNﬁ’]

WINAu 1.75

3.2 MRUATAIAT LULL LIRS (Timing)

£ 4 |
n1uun 1NN s1aan A9 A AW Period 13W Period waZLilasaninunnlinisiuf

|
o o

AYINANI9DFTUNATesLsT T Tudulu LAY e At LARRUAEUA LI (Moving Average, MA
(1)) fatiulunsuf T arunaaNasan Ly 2 4991981 (2 Periods) AAAA13 4996987
2 Z’/ | y o F . = B | = =<
LAANAY (Period t) waZdan AN INT NITIR N FY (Period t +1) il WA9LN 1L R9T 21 114
sl,uﬁiqmmLﬁ@ﬂﬁﬁui{guquv‘i’m’mummwuLma:rgﬁ@‘ﬁmﬂmiﬁﬂLﬁuuiﬁmﬂmmﬁq
o d‘ % = o a dldd? dl U Yo A ?:/ [ % [~
wuvagngfqia il sunalanaziadannisnaauiialilasunisiaansenausniiy

%

FUIRBNATY
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3.3 msunilymaasuaszniiaiAsHgna

ﬁTfJLmummazuumeﬁﬁﬁqﬂ?zﬂ@uﬁfm szanai (Voters) MuagNas (Firms)

o

73114 (Incumbent) kaza1IA1TNANN (Central Bank) %ﬁfm’mlf’fﬁﬂywmﬁamLﬁﬂmiq

g resaulnelsznruazuaisnessalsslanigegninenisiiuunanisusiag (C,)

o

wazn1adnassgLniuusslivwintaenan (L) lwrnignmibanantiuazidugninunsan
AuAauassnini legegm wenaniudanisnanuenletnanisadazesiguiagalaun n1g

ANAUAERIINTE (7). naedls (B,) uaznisldaaaiuaa (G,) fedenansenuse

t U

assniseluaiaesdszantudaet felunlsdanunnlautenisadaresiguiatiunendiong
lun19an1sidasAans IF s UIAaN AN ALNIANATY A1UFUSUIANTNAN9AZAIUBALTaLN

a dll ' = a ¥ a [ dl A o a
ﬂ']‘iL\iuLWﬂﬁ‘ﬂ‘H”]L@ﬂﬁlﬁ‘ﬂﬂWV]’]\iLﬁﬁ‘Hﬂﬂ@ Tng i FauRuiluArasta lun1sativulaung

[

TneseazigenlunsuitavaresusiaziainulussiuiAsy s RaN AL
3.3.1 msuntauiine lilressalscTagdgeanuasissaau

{HeeRINAuUA LN SUiAINaINIn T I AT Llssa Tl uiL LA RA L IARE T

o o

uAuuile (Moving Average, MA(1)) setinasuiiiloyniaastsearaulunig 1sTnadudn

naw (C,) N1sean (B,) wagnisginiuusaauunviaengs (L) ialildassnissTamd

o

znggmﬁu arnrsan lidne ingnasangduuuaaes il unuuanan 2 4991980 (Sequence
of Simple Two Period Maximize Problem) A8 1391941 t (m'qmmﬁfaﬂ;h) ey t+1
(‘ﬁNLQ@’]ﬁiﬂﬁﬂ’]?La@ﬂ%\i) Tnelunsazdaanaatiulss s muiida s indwauszann
(Budget Constraint) Mo Tugasiaan tulszangu 1elfarnnsgLniuusseulinioe g

(W.L,) Inaseleftazgnldliluntsusinad@udenas (C,) wasnnsaaniaanisDaiusiing

1%

TUN4 (B,) Aariuaanasaideudednindiuauilsgaan (Budget Constraint) lutadiaan t 18

a

14
(1_Tt )WtL( +(1+ rt—l) Bt—l = PtCt + Bt (3.7)

lwinueauiuaunsadaudadniasueulszanns (Budget Constraint) 1adwian t +1181

16patl

(1_ Ti )Wt+lL[+l + (1+ rt) Bt = Pt+lC + Bt+1 (3.8)

t+1
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dl v a ! o 3.’/ ° b4 o :J/
WasanlunisuAtlyuiaziansanenie 2 10aaa1aaiun uuali B, =0 Aviuan
annatedninfueuLlsznn (Budget Constraint) 1941981 t+1 (3.8) annsndngludle
Wl

B — PaCia L (1_Tt )Wt+lL[+1 (3.9)

" (1+1) (1+r)

ANN1701 3 8uaNNN3iaRINAA1WaLLTvdn 04 (Budget Constraint) 11419491987 t way (3.7)
wazaNnIIdalandananiLlsrans (Budget Constrainty @adtean t+1 (3.9) Tugduuy

daaninfnuInlszNatiInaeaIN uiase (Real Intertemporal Budget Constraint) 16l

(].—Tt )th-[ g (l_Tt )Wt+1Ll+l L (1+ rtfl) Bt'l = Ct +£ (3.10)
P (14 1) P R (1+r)
virae Ay
(1_Tt)Wt 1k (1+ rt—l)bt—l —C
1- 1 e =C t+l 3.1
(I-7 )w, L+ (1+1r) / (1+m) t+(1+rt) o

e m =M, /R w, =W, /Rinz B =(1+) R,

anniina1aNnisfuanasmatuntsuityniaastscaauluglatinaiansliiduly

goanan t e

l-o 1+8
max | G, + Gl L +6'z,
Ci.Ca Bk 1—0 1+ 19

Cl—a 1+9 .
+B| G, + -1 4'7
ﬂ{ = d-om b 9 ”l} (3.12)

.

(1_ Ty ) Wi L[+1 n (1+ rt—l) bt—l =C + C”l

@+r1) 1+z).  (1+r)

(1-7)wL +

udtloum Imeidaaanan9ed (Lagrange) Az lét
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l-o 1+9
L = Gt+Ct s b +0'z,
Ci.Cra B Lk 1—0' 1+19

Cl—o‘ 1+9 )
+,B{Gt+l+ﬁ—ﬁ+6"zm} (3.13)
(1=z)wL + (1 7)) Wsliy N (1+r)b,
~, (1+1,) (1+7)
C
_C _ t+1
C (1%

HAANNIMNaLN LS AATIV (First Order Condition, F.0.C)

izct—ﬂ_zzo (3.14)
ac,

By S (3.15)
aCt+1 (1+r:()

oL

ANANNITN (3.14) La¥ (3.15) azlaann17u@AdIN13L5 tArd LA (Euler Equation) 3
ANNTLAAN DA NA NN UT I EINN1TUT INALALERI Aan LT e Liase ludqa9an t Aunng

13lnalugo99an t+1 A9l
fi(l+r)C.0 =C;° (3.17)

Usznaufu Fisher Equation Muanelng (1+i) = (1+1)(1+ 7)) 8181904031uanans
a k4 4 1 o o & a o dﬁl o a
Uilnaduian (3.17) Wiagluglenuduiudaasnistsing dnsnenidy uazdnsniSuie

Tudaaaan t AunnLFinalugogingn t+1 18l
IB(1+it)Ctjr(lr :(1+7Z-t)ct70 (3.18)

RINANNTIN, (3:14) LAZANNST (3.16) A1enapgL AN uARINaRlInIan #esg1ng W
1991 (Labor Supply) FeuanaiapnuAnfugseudnanisgilniutsseulugaaan t iy

AN9LAIAA ANAN LATERTINTE e t el
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L (1—2’t )Wt

= 3.19
c° P 3.19

3.3.2 msuniloymradszuna

Tunnsuriifoyunzesiguaatiuasyinigu 2 nadtliun pscli ldiinisiaensa uaznsiin

~ ~ T A aalaio = = Py = o X
Nﬂq?l’@ﬂﬂmquﬁﬁﬂﬂ?mmN')g@ﬂ?\L]Uﬂﬁ‘glnmmq\‘iﬂ’]ﬂll@ﬂ Imﬂﬂ?qﬂﬂzlfﬂﬂﬁ@\ju

¥ 1
aa o |

3.3.2. 0 nagmwnsallidinisiaanag nediyinwedunsdinFouiey

(Reference Point) tnasile LifindsiqenAskansdrigtnaasifluiguianasnnisinzi ol
o Bz dl s 1 £ a a 2

@mﬂmwa‘gmmziuqﬂummmnmmﬂnimwmmmmm’mma‘m‘lﬂmmummmam:

(Marginal Utility of Publie Consumonn) ’lﬂwl 6U/6G 1) LL@mﬁiﬂm\mmu%u (Cost)
[ aal 1 = o 1 2’/ dgl 1
QuusLLlﬂﬁ‘m‘VﬂNNﬂ’]ﬁ‘Lﬂ@EI‘LLLL‘L‘@Q?ELIWZ\lﬁﬁ"ﬂi&luﬂ’]ﬁ‘m’ﬂﬂB’Nu gmmqimmﬂummmm?

v
o o

B Aedu o gaunawazlhdn Bj=0 for t=12 30 fadunisuitloyuiiguia

e

aunsnlaulugilaninils (Static) ol

Cl—o‘
maxEt[Gt+ ! +Zt:l
o l-o

(3.20)

st. PG, =t WL +n,

LL@J‘]’]ﬂﬂﬂ@Wﬂﬂﬂ’]uQUﬂ?vN’]m (Budget Constramt) m@qﬂa‘vm’mu sLu”IVNLQ@’] t 3 2 viﬁ
, 1-7
a1 Ct ( t) tL[

t

FATIIAINIDABILANNNTN (3.20) Teiln

max E, +n, + 1 + X (3.21)

[ o as dl Y @
HANNINALAUSAUALIMTR AT

w,L, +C 7 (-wL)=0 (3.22)
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ANN137 (3.22) waMINY Marginal Utility of Spending = Marginal Disutility of Tax @4a1n
annigaanannazlidn C 7 =1 Usznaufuannnsy (3.19) Astiuatnnsoudlymiineuan

o N v o
AR TINITN LMN’WS@NI@MM

9
7, =1- LR (3.23)
Wt

v v v
T,mﬂm'ﬁmmmmmi{gmaﬁm:ﬁmzmL@Wﬁxmﬂ%mmﬁgm@whﬁu satiuazlfaunng

n1eldaneve9igua(Realized Spending) Tunsiiliaa
Fo, = T;\NtLt + 17, (3.24)

3.3.2.2 AagNINNSUANISIRANAINEANISAS19TYAnsIULTE I UNIS

n191da9 (Political Budget Cycles)

¥

dll o % A i’/ a d%’ Y 2 . o v o
meuumiumim@ﬂmmmmuLL‘uu Period 194 Period Laznviua lWinn95us

al

ANAINITNTTUA (Competence) 38vUszanTne lugliuuA @A AR UNEUALNIL

b2
v o

(Moving Average, MA (1)) Aqiiugannsnanguuuaraesiiduiuu[anaed 2 49919480
(Sequence of Simple Two Period Maximize Problem) TR NNNANTUNTAn t+1 T

Wudqamanuaaasnsa (Off Election) waslutlaigdnanan t+2 axilinnsaanssanasa

[

AU 0 199380 t+1 U TUARIINITAIAAZIUAINA1N13AT BT T LA lUT9AN
t+3 udainniefinanua a1 TN e TLaluLL MA(Y) AeiiANaINnnTed

Fgunalutasiand t+1 AelifAonduiusiuaAsINaINnsnee s gunaludaanan t+3 1

ﬁ'ﬂ Et+1 |:77t+3 |77t+1:| = Et+l [77t+3] = 0

pry Py ) . ) N e o
Lu@\‘]@’!ﬂﬂqﬁ‘q%m (BOFFOWII’]Q) uu&]munuﬂﬂmﬂ@??ﬂﬂ?xiﬂsﬂuﬂu')ﬂ@@V]f]ﬁl

i
=

Aa1AN1susTInARUA141819042 (Marginal Utility of Public Consumption) HA1A<#

v v
o o o

(0U /86 =1) aeriufguiaazlininisiinvseairmillutasaainldinisiaensavse
7991981 t+1 (Off Election #38 Post Election) Tmﬂm’wLfamﬁqmﬂﬁgma%ﬁﬂﬁu

a d’l % n dl nll ) a o zall P I} all o
uTﬁmﬂmu@@mmmu (Primary Surplus) LW@VI@ZU'\LQ%NW‘TI’W?&VM‘VIQEINNWELH?T"J\?L’JZ\I’WWI’]

o o %4

NNTLAANAY (1291980 t) ﬁqﬁu%’@mﬂmmmuﬂi:mmﬁLLﬁ@?‘wm%‘gm@ (Real Budget

Constraint) Tudqaainaniilifinnsaendevizaludanan t+1 As
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1+i)B, -
t+1=T I;+1Ll+1—R(( Pt) t)“‘ﬂtjﬂ (3.25)

t+1 t+1

G

{ o v i v oa B U { a W
Wanuuald nedtininuiiase b, :Ft Ausenufiase w,, =—2uazr P, =P (1+7,,)
t t+1

2
= o o

anviarinuuali R(B,)ilu Positive Slope Convex Function a1x15aideuannisi (3.25) 14
W

1+y

- 1 1+i )b :
Gt+l g Wt+1L[+l —( j ( t) - + 77tj+1 (3.26)

1+w )\ (1+ 7rt+1)

= [ % ]

TuiiueReaiugaenaa't -1 (Off Election %3, Post Election) Fyunaazlainianisdes

(Borrowing) AYtiudasninf1iepdsznanifiuiag11e95guia (Real Budget Constraint)

v

Tutdqanariiniamenseiraludaanan t A
G.= r, WL, +b +7, (3.27)

e ludagianninalRanfsiulssanauaziaanngsAnIsl a9 1inase tamd (lunis@ne
ﬁ'/ d’/d a % o dl d’ | = ?/ ]

AFILARAUANIA91904E, G ) AURANNINNAATI LU 29198 11A0 N AN sz a1 TUaLINNIg

wWisuiaunasslaminaindaazls (Expected Outcome, EG,,,) Miniaaniguiany

uatlselamiiiandnalsanantaandiadiu neauadssiamiiaindnazlsrnidandiefnu

anunsnaulanglu
D=7 (3.28)
1\ (1+i)h )"
+
E G2 |=r'w -E St 3.29
tI: t+1] T t+lLt+l t (1_'_!//) (1+7Z't+1) ( )

e By oy | = E [ 15 |+ E[ 40 ] =0 \ilesainidszmauazldanunsaiuianiuainngm

un199an138uANgNa 0z age e A le
wardniunalssliaminaadnaglivani@enigunaansnsnide sl i

=7 (3.30)
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l+y

+E [ 4 ] (3.31)

1 j (1+i,)b,

E, [th+1] =7 WL, —E (14—1// (1+7.)

ot E[n)y |=E | |[+E[ 1 |=E 4 | e E [ 4, |=0 suReiflofugatosann
t dszanauazainisniuieq skill Shock (g )aesigunaliusdeliainnsaiudan kil

Shock (44.,) 1233gunatudedionn t+1 15 (@sflafnamedugndasaant+1)
3.3.2.3 nMspndulaiaanuasilesini

TunggamunastilsyamuazianistBay Mauadannisvseassniss Tuain

Yo A o A = U v A A dl b4 [ A
agldfumniaeniguaavizeiaendieAulagaziaannssanisilasnasliadannisvve
assnilszlamigeqn Ingaziaenigunsidediudnisualiadann1mresssolselagininnadd

teAnuEed N ouansan s aisla ey
E(F..)2 E(r?,) (3.32)

wWevnsiseumeunadsgleniaiadaazlivnniaenizung (aunisi 3.30 uar 3.31) fiu
uatlsrlaminanndnazleamnnidanedia At (@Nn1sn 3.28 kaz 3.29) Nalfkenluseannig

71 (3.32) aziudnlszaruaziaeniguiaile
E[u]-620 (3.33)

1 1 v 1
TnefgU1aagARINIIATLUULIANTINENNENAZTUELRaNFN (Expected Share of Vote) 7

S a2 =
UINNINIULIUBIAL LU RSN ATILAAS LA S

Pr(E [ ]-0 zo):a[;ﬂ% (3.34)

Adl 1 2 ¥ ¥ o % = o @ Yy dl I o .
mmnﬂ@mm‘*ﬂ’]\imu“l,mﬂ’mumsluﬂ?:‘mmumﬁzmumamgmmﬂ@mmemfmﬂu (M.Shi and

J.Svensson, 2006) Inein1viua 191

o

A % ! dl Yy 9./:// 4’ o 9./:// Yo
@ V’Vﬂ@ﬂ@’)u%lﬂﬁﬂi‘::‘ﬁ’]‘ﬁu%?Ugﬂ]ﬂﬂuﬂim%\iﬁﬂWN@’]N’]?‘Q?‘L@VN N7 liane

FunalunisaFe@udtansnsue (G,) nsnne (o) warszAunisentesiguna (B,) g

o o ¥

“’Q’]ﬂ@Nﬂ’]ﬁ‘LL@@\‘]‘ﬁ‘ﬂ@’]ﬂﬂ‘l’l’]ﬂﬁﬁuﬁuﬂﬁ‘%ﬂﬁm‘ﬂﬂﬂ%ﬂﬂ’]@ U 12919480 t ﬁLL@G’W\‘iI@E
v 1

G, =7, WL, +b, +7, Auluazlddrnunguilannanszyannuainnsnaesiguialian
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=G, — T*WtL[ _bt _:utl—l (3.35)

Y o %

waz 1-w Aedndauresdszanguillaifuideyalfiommelanaunguiliul
Fesdayafinuamnsnduialflaanssdyliun naldansigualunisa¥sdudiasisg
(G,) upzanINne () ﬁqﬁumuluﬂ@juﬁﬁmﬁqmimmmmwmmmmﬁgma (i)
mﬂnﬁ?ﬂizmmmi:ﬁum@ﬁjﬁmm{gm@ (B Fatiuanngaun1suansdasaianiednu

\mﬂa?:zmmm@ﬁgmmﬂé’fhﬂuﬂ@uﬁ@ﬁuﬁiaizqmmmmmmﬁgmaiﬁqm

i =G =z WLy _Bt g (3.36)
el

i =i b, <b (3.37)

o

annIsuLiaAueanyil 2ngudnesiy arunsnralanaa (Probability) Nigunaaszdiansalu

49

° ~ = & Y ol < A [y = L
@quq@‘M?ﬂi'ﬂﬂq@‘ﬂqgsﬂuzﬂq?L@ﬂﬂﬁ]\?’ﬂﬂﬁ?\? sﬁ\?ﬂﬂ'ﬂt’ﬂﬂ’]m'ﬂ@z1ﬂﬂzLLHUL@ﬂ\iﬁJqﬂﬂ"Jq?@ﬂﬂg

50 lalae

P, :Pr(a)[yt' +ﬂ+(1—a)){yt' +bt—5t+ﬂ2%] (3.38)
Tnedngu v Tl

B, =Pr(yt' +(1—a))(bt—5t)+%2%) (3.39)
azlan

p; = Pr(4 2(1-@)(b -b)) (3.40)
izl

b =1-F((1-o)(8 1)) (341)

Ingl F (e) A2 Distribution Function 484 Skill Shock ( )
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3.3.2.4 msunilyinrassunainalilasunisidanai@nass

U AABHAUTAITIIAINNNITRANGS (1991981 t) FTUNRREAUUATAT
i (7,) wazszaunnaftiy ( B,) (aasdailuiladelunisuanduiiansise, G, ) e Tile
minﬂiximﬁ@jmmmmum@m 2 129191 19UHN (Maximize Expected Utility over Next 2

Periods) Iaaludqviaana@nadigUIaasNA nAUATa19 Mz HINNE1 9998 A AN g

o v

~ o VoA oA [V SRy X i 2 o o
RRIAEN ﬂ@’nﬂ@LWﬂlmﬂ@uﬂ’]@’]ﬁqﬁ‘mgﬁﬂqﬂmunlum'N‘V]Nﬂqﬁ‘L@@ﬂmﬂtﬁﬂ?ﬂu’]@"ﬂzmqﬂ’]?ﬂuﬂﬂ

ludqataansanana (Expleiting the Solution for the-Optimal Tax Rate) A4tUFgLU1aE

uriiToyunlme

1-o
max E, [T*WtL[ b+ + G +;(t}
by l1-o

+ [1— F((1-@)(B,~b, ))} E(T) (3.42)

prob.incumbent win

+EfF ((1_6‘))(& _bt)) E (Ft0+1)

prab.incumbent loses

v
o

Tnel E (Tl,) Aoessndsclaniiginaacldfuminanznisdendsduandldlng

1+y

i % 1+i )b Cle
Et(rtl+1): TWI+1L[+1_(1+!/IJ ((1+7t2't)+1t) +77tl+l+1i+la+lt (3.43)

v
o

E (T ) Ao essolsslaminigunaasldfumnuinisidendstauanslilng

. l+y
. 1 [ (1+i,)b Cke
E, (Fto»rl) = 7 Weabis _[1+ WJ (1+ 7;t+1t) + 7700+ 1ilo_ (3.44)

'
o =<

WNAYNUSAUALNTN (F.O.C) 1898139 (3.42) 16
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1 ) 1+i, 1+i )b, '
—(l—F((l—w)(bt_bt)))(1(+7z ))Gl"‘”) )J

t+1

(3.45)

TnadngtluanisvArayiuseuantmii ns AL

1+~ 0)F'((1- @)(b=b, )z & [(Mt)bt ]W=0 (3.46)

(1+7z-t+1) (1+7z-t+l)

AzWUINaNN1990/(3.46) il unsuFaumtunalAulioagaiaalunisisnisdanaaes
fgu1anaunisiaansly (Marginal Gain of Higher Pre-electoral Spending) 4tlsznaysiae
WadusnTINANYIN AL 1 wapsianaamnansase sanils: Temivtiaugainaainnisiianig

UslnaluduA161899 Uy (Marginal Utility Increased Public Consumption in the Election

Period) LATWAIINA2 9898 ALy (1—co)F’((1—a))(I5t—bt));(t wananatlszTominla

Yo N ?:/ = zlx = [ 1 1%
@Wﬂﬂ%‘iﬂﬁ‘ﬂm@ﬂﬁlﬂﬂﬂﬂ?\‘l (Value of Re-elected) L‘Lﬁ?illlL‘VI‘F;I‘LIﬂ‘]_IWHVJMMHQHQQV}WE?@\‘IW}?

¢a . g (i )b )
neld (Marginal Cost of Borrowing) SN{ANINL
N (1+7z ) (1+7rt+1)

t+1

o AagNIN (Equilibrium) ﬂ’lﬁ‘ﬁﬂﬁ’]ﬁLﬁNﬁtmﬂJﬂdﬁ‘/gU’]@ (Optimal Choice)
lunnsftiusasaanndas (Consistent) iunisaranisniaastlsesaruiuae d =d, =d,

A 2
D 0 AN Azl

1+(1-@)F'(0) . — (1(1;:2)[((112?‘)] =0 (3.47)

Tngvnarimunlef F (o) dn7snazanduy Uniform Distribution 4zl

(1_0))(61 _bt)
A

|:(5t _bt): (3.48)

uaz s Density Function Wl
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(5 h)-1(5b)- 1) @49

k%4

AINANNIN (3.47) WAZANNT (3.49) azls

1+(1_w)7a— (Lrh) (i) _ (3.50)
A (1+”t+1) (1+”t+1)
visadngil leilu
- L4y
+7[t+1

Tnaainaunish (3.51) azfiud) manigunafl Ego Rent ( 7,) avdeualiiguianinisgas
dg( dl al v A ¥ <K b v d’g 3 [~3 -]
geanluanuzivanyssanuiinauiniaaiansoidn deya liasau (o) Fgunafiazionig

P2 £
ENUDEAN

3.4 Raulugaanwaasuuus1aas (Equilibrium Condition)

annisufitoyuizesdawnilusruusEgiianina1annd1esiu aunsndeussuy

= = ° o5
aunsnLanaiearlanaEn NILLLA a8 AR

-0 ﬂ 1+| -0 P a ¥
C ZMCM (Saulan13u3lnadiuman)
(1+7.1)
- y 1-p)(1- 2
. = [l + ( p)f) pr) S (New Keynesian Phillips Curve)
Y, =C, +G, (Market Clearing)
Gy =Y, +b.— R(b,_y) +#/ (Msldsaeiguna)

) ! v
1+i ) (1+1)b 1+ (1-o) 2 (MafEniguna)
1+7Z—t+1 (1+7[t+l) A

| =1.88+1.36(%,~1.75)+0.8§,+7,  (Taylor Rule)
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anRaulagasnInaesLLL[Naas (Equilibrium Condition) 419suinnistlseann

N3 (Log Linearization) 4w
n n 1= .
C = Et t4l __(It 1 Etﬂt+l)
o

(1-p)(1-Bp)
Yo,

SN
Il

: ﬁEty%t+1+( J(39t+aét+ft)

G, =l M AT R LA T S
" 1_}/ t 1_7/ yt 1_7 I} 1_7 t-1
104 e X
_(Ej b, +(Ej 7T + 10y

Q J1-9) 4 _(1+l//)i~ (1+v) 4

t Zt it + ﬂ.t+l

y ¥

| =1.88+1.36( 7, ~1.75)+ 0.8, + 7,

ﬂ@:ﬂ@uﬁumm@mmV’i’mﬁﬂﬂaﬂuuﬂmmmmmmm@ﬁgm@ﬁﬁmumimﬂ

7, = i, +nn,_, warAnailasuuilas Ego Rent inavunlag 7, =& + X7, ,

v
o

FatHazRReITzuudNNIsTI9ARYsEneunetmanllsn1a e (Endogenous
Variables) 8 Al s18WA €, 7Z,, b, Vi Gpr B B0 2, WATF UL TN21UAN (Exogenous
Variables) 2 siaudslaun 2, € &1m3LnnsuAma LN aNIesss U LaNN19 TR uilAy
14359949 Blanchard and-Kahn (1980) §435n13% Heer and Maussner (2006) Taisinunld 1

NNIIANLNNLENA1M5U OLG Mode! Tnsid1iMa11a995989 Blanchard and Kahn (1980)

twazissutanns Srafunnaeulnglmvindlugleed’

AX, = BXedt CZ, (362)

. .
uns@neildTlsunss Matiab Was Dynare
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Tne X, AaAwmasrasdanlsnialuaedssuuannis uay Z, Aarapasaassiaulsniauan

I
oAy v ¥

PONTTULANNNT TIANLAann suitlyuisenanailaz 198 miun19a9n Simulation LiNe
AA312 Impulse Response Function Tudunaunisdneisald (1eazidanianisees

Blanchard and Kahn waasl3lun1anuan)
3.5 nM15USULULINADY

Tudupeuilaznaratiad Parameters f1e i tdE 98 luLLLA 809 9lfiannan

=2 1 ¥ da, i’/ == 1 = a o j
NITANHINAUNUIU ‘1/]\‘1@'1f‘lﬂqﬁ‘ﬁﬂ‘lﬁf’ﬁl'ﬂ\‘]ﬁlflx‘lﬂﬁ‘zmﬁLLﬂﬁj‘ﬂ@\ﬂWﬂ TheNaaziRanAgl

3.5.1 A1A19ANLUUANAaIRINALS ST L

A" Parameters ﬁiN"]‘ﬁlLﬁlmﬁmﬁuﬂimwuﬁumm AN Discount Factor ( A) A7 4
Fs@efn 0.99 duiurrfildlaevinlil dwsien dutlss@nannmaniAssnnudaaniilng
(o) Iuﬂﬁiﬁﬂwﬁﬂm’iﬂ@tzmﬂvlmm%uﬁﬂwuLﬁuﬁhé’m‘i@qmg 2 Al&uA 0.10 alddnadaliany
2049 NAND AN (2548) WA Karaivanov (2005) Laz@ne1As 0.16 (‘Emﬂmﬁié’ﬁuﬂ@am
a7NA1 0.10) %ﬂ‘sﬁéj’]ﬁﬂum?ﬁﬂwwm Ashvin Ahuja, Chanchai Puengchanchaikul, and
Natta Piyakarnchana (2004) #elunisAnmansadasz 1961 010 1HuA141989 uazAn
Fl92ANE N AR AN (9) HAilszanns 1.34 Tnag1989annI9ANIE

PAY NANA DHUNIW (2548)

3.5.2 AMAI9RILLANADIURINIANITHAR

AN Parameters 38401ANFNANUTAN Ut NARTIUAE NUA LA A NN A LT 1

nsiiusA lFaesdnan (p) HANWINTL 0.634 AINNITANHITEY NANS AN (2548)

3.5.3 ﬁhﬂ’"]ﬁqLLuufé"mmmmmﬂ%'gma

1
o o

] ¥ a a dl ¥ ?:/ 4 1 Yo
ATUTUAIDINDININEATRINUTFUNA U UL IENaUA8A Informed Voters (w) R0

49

= ' &

§198931NN19ANH189 M.Shi and J. Svensson (2006) TsAnANsidnDsdagatiaa1snig



41

v d a ¢

aasiian1eingvimd Any wikdenunw TnafiAdsznns 0.1 Tudanaesaduisz@ngnng

9

1 v v 1

¥
= =

= = | o oY = = | o o Y o =
wanaeNANAeENNIInant (y ) duitldineinnsfnmunneudsiuagldamingy 0.6 @
AYAINAIENBINNIAINATE g AaTed IneTenud lunisdanigunatuazdanaliidnsnanide
QI é’ a 4 ! o ° ¥ 1’4
WngeInaniiNdszindesas 11 (aemnunuAl w = 0.6 nduasluuuusaiaeaudoazls

! %

mm@ﬂixwmmmigﬁsﬁgmm:mN@slﬁé“mmﬂnLﬂmﬁu@ﬁmmLauﬂizmm%’ﬂm: 18)
ArdndaunisLiinaenauAeNanAMTTNIaIN () HAY 0,75 AnshEntesigua nese
a o s 7 - 1 k2 o 1 a o s A o
NABNUNNIATIN (B WA1 0.326 LL@xmi’meﬂﬁgmmimmm@mmmmmqwm@mq
= d‘ a dl :j/ i 2 a =2 . .
AaElaeedelng (7) A 0.22 T9i4409AI8 198921 NN1TAN®IT89 Ashvin Ahuja,
Chanchai Puengechanchaikul, and Natta Piyakarnchana (2004) IAeg AN Parameters 11

LUUANABIANN90489L LAATIanglm1999 3.1

A19199 3.1 ANB19B9ULLLIAN ABS

o/ 1 v = d‘
AaLlg ANBINEN NuN
Discount Factor (,5) 0.99 Ahuja et al. (2004), NANA AN (2548)
IS(Preferences)
ANdNsZ AN N IMANIALIAILIAEY 0.1 NANG 2781911 (2548)
nnsUstnA (o)
ANANLZ ANENITNANLAENANNIAENNIT 134 JIANA BSEN (2548)
11914 (9)
PC

Price Rigidity ( p) 0.634 NANA BAENIU (2548)

Market Clearing

Anddun13usinAsia GDP () oF°
Government Condition
Information Voters (@) 0.1 M.Shiiand J.Svensson (2006) ANdn&au
va3pnTi AN s0 R s aandesis A
ﬁunumwﬁmulum@ﬁwﬁ (v) 0.6 AANstlsziIniA TILA 89
nnaiusie GDP (B) 0326 | Ahuja etal. (2004)

A (1) 0.22 Ahuja et al. (2004)
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3.6 ANN1TAIAANTAIAN (Welfare Function)
Tunnga519aun1s 4326n1949AN (Welfare Function) TR&N17045199 nAariT1
arrndsslumiaesiunulussuuiaswgna lngannaunash (3.1) Warsauadaridu
asraisrlamirevdszanruluglaednasin essadsclaainnsusinadudianansy

a3s0tlsrleminsuslnAdudnentu wazessatlseluminisyineu taluguuussil

W =F(G)+U(C,)-V (L )+P(Z) (3.53)

1ng

F (G,)=G, Pesgsniszigrinisiisina@uiiaissns

=2t peeassnilsismidnstislnARLANan Tl

U(C,) T
1+

V(L)= 1"‘}9 Aanssatlselamininaeu
+

P(Zt): 0z, A Sympathy Component
AIUUAINNINAF19 Welfare Function anWefduassndselaaisinatainanisvn Log-
linearization 1A taALANN19EN] TuULLA1889 T9azla Welfare Function luda9i9a1

i 1w (eeA1ma3 Sympathy Component BuAugueingnaie)

W =g, +(1-0)6 -1+ 9)], (3.54)
visalanlugy Present Discount 6iilu
ED A0 (3.55)
t=0
YT

IR aNN199.(3.55) Hagiin bl lunnsaiasnsinNNanIEnLaINNsa A UL igUaEN3A

uatl s leminnanng etz g nafag I annt s muasiagls
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4.1 HANTENUNNIATHFNALNAAT Ego Rent 1a95gunatlaauuilasinugeaiu (Ego
Rent Shock)

Ao

natuNiguall Ego Rent ifinaw (Ego Rent Shock) Huuametienisaniiuulauig
N9N9AAsTeTTUIAendalsslammsnIsiasNanay  InefgunaasianisgE
QI -jﬂl dl P dal ) o o A a  a v v QI
WnnnTuEnsgeniastildlilunslddieaesiguaavisenisuanatAnanonsnss Wiy
di( LA dl o/ a a % nﬂl [ £% ] A
wnay  (nMaffenpenillutladanisnandudnangnsue)  tesednslissaauidndnd

PP . { = . = % = ) o A o
@Q@@ﬂ’]ﬁ‘LL@‘ZQMﬂ'\W“ﬁQ PN Mﬂu‘mwﬁwumﬁmﬂﬂm NN Nﬂiﬂﬂﬁ\zmqﬁUL@@ﬂ?ﬂUq@

ndudulugismslssmadna (Tuznisiaansi)

o

=S o o dl 12 dl =3 1 dl

HANASANEIAINKLILAN 89T LAkaRS lFTuuRuAI T 4.1 azuindn lunsiiniguna

= = X N o - o A o -
# Ego Rent tWn1NAW 1 indauzainisaiiuulauianisadainanisnal sz lagiinig
NAFLHEANNINT W FTUAaZiN3gEH (Borrowing) YNANASNTa4982UNARY 1.04
winsia Tngnisngaiiasin |l lun sl aiguiavsenandurnansnsae dealinogidane
193955114 (Govn. spending) WiNgaauNd1UnFAUszNns 1.58 i1 usinsElnAzedienty

_ y o Y T
(Consumption) azanadtszunnufasas 35 iasandnaRuieniingaauLazinisusing

a ¥

1 v 1 %
AuA1g1a77enANRNTLI N ALenTRIUdaunila dNuFunanan (Output) TULANT
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(Inflation) WuiinTIulszumdesas 2.4 Taudnadnninivnaulu Ego Rent 219955U1A1Y
ANANTENUFAANITANDLUIE UL NI TR UYBIFUIAITNA NN B I NHILADLTAINNINIIAN
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4.2 HANTENUNLATHFNALNAAIAMNAINITOLRITFUNA LR UL RN gAY

(Competency Shock)
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ANUANNTANENNINTEN Ego Rent WANTU (Ego Rent Shock) 4aznNItiAMNEINITD
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4.3 n15U5U Taylor Rules N5t Ego Rent L'ﬁ'&lﬁu (Ego Rent Shock)

TudnutlaziinagdneinanisUfullagusduilszans

ANNAIATYN LSRR ILAG) 289ANNNT Taylor Rules NANANTDNHANTZNLUTL

[ %

¥
a X

AU e (A119IUIN

ARULILTZLL

wsegia dulfusaainmsaniinulatienisadevdanalseluminaaininileilesunnng

i v 1
nansdsuasuarsminaondrAgluntaninusdnsaanideulauna lugluuw Taylor

Rules 47 luidassuriulinmualinsivuednsmaanitaulauietessin asna ety

g1lua3 Taylor Rules #auandlsine

| =1.88+1.36(7%, —1.75)+ 0.8, + 7,
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AFalusZAUTIAT (Price Stickiness) Iagg 1A AMUAEKAR | NUUA tW 1981 tazAsisald
Tuaunam Weeann1sdiAs s ez L AT g ATyec AU (Short Run) Tane luszazduiae
1 1 a dl 1 o Z’/ a o 1 ?:/ ‘dl o

druneuaggstan liainasntlfusanlilussepandu @auiu 1- o wintunliusmen
16 InaRaulanisasaaluseiusaaniiuae E P, =E P, =..= E b, ftiugiuisnidie

aNn137 (n.20) el

0

dt + ﬁt =(1—a)ﬁ) Et é’t + Et ﬁt +(1_ a)ﬂ)(a)ﬂ)zwlﬂ' (Et é’t+1+i + Et ﬁt+1+i)

i=0

00

dt 1 ﬁt i (1—a)ﬂ)(@t i ﬁt)+(1—a)ﬁ)(a)ﬂ)za)lﬂl (Et éHZHi + Et f)t+1+i)

i=0

a ] o ' 4 A 1_Xn y o/ o
TaganaunsusINAMANAN LA LAY ZX'A:M wazRaulunisAeFalusEiusIAn

i=0 1-X

1uAe E,p, = E, P, = ...= E,py, azlaan

SR ~ ~ ~ N 1-(wp)”

; @ ﬂ (Et Priasi Et pt+1+i ) = (¢t+i Wi pt+i )[]-(_—wﬂ)J
waz(wp)” =0 sAeiuazaeulAiy

U S - 1-(ap)”

qt + pt =(1—a),8)((pt + pt)+(1_a)ﬂ)(a)ﬂ)((pt+i + pm){l(——wﬂ)J
sariuag Lo

dt + FAJI = (l_wﬁ)((ﬁt B ﬁl)+a)ﬁ(Et dni + Et f’t+i)
amn3adngulogls

qt:(l_a)ﬁ)é}t"'a)ﬂ(Et G +E, ”m) (n.21)
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AARNUIN U

98n152a4 Blanchard and Kahn

35n19904 Blanchard and Kahn (1980) tduniie lugiuuunisudiloyuiszuuannng
Differential Equation TaeilFNannnisuilasssutiannisliad lugil Matrix wsanizandn

Generalized State-space Form

Et[)(t+1]:A2Xt+Bgt (2.1)

Tner X, PanAwmasaessoutlspnalumesssiuanngs
&, PaLIAAAIIRIFINLIINEUAN

WINAINIINU Inverse Matrix 189 Matrix A 1AATiua Naunen (1.1) awnsnidieuladn

= [Xt+1] 7 AlleQXt Ty Ai_lBgt

E,[X..]= Ax+Bg, (2.3)

[

AuFuan x, viealanasiasaklsne luresssuuannsuaunsous sl 2 dauna
dauiilu Backward-looking (Predetermined) @idieiuunulag xb, uazdauiiiilu Forward-
looking (Non=predetermined %@ Control Variable) Taiaieiuuniiag xf, vinliarunsnidiey

wawad X, 16l

{8

a1n Jordan Decomposition kazn1vual A= PAP™ lag P Ag Eigenvector 289 Auay

A Ag Diagonal 284 Eigenvector 284" A fatianunsniaauliian

xb
i) “pap | @ +Be, (1.5)
Et[Xle] Xf

t

12

=
5
v
iR
|
1
v SO
=
2 @

:| Mﬁ\‘iﬁ'ﬂ\‘lﬂqﬁ"ﬂ@\‘lﬁﬂﬂ’]?ﬂ (2.5) JLG]
21 22
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E, [wb,, A, Oflw
LwBa]) A oL R &, (2.6)
E [wf,.]| [0 A, Jwf | |R,

Tne wh, = Bxb, + Bxf, uay wf, = Bxb + Pxf, safuluusiazasnisansnsnd@enuen

dnulsiu

E, [wb,]=Awb + Rz (2.7)
LAy

Effwf,.]= AW+ R,& (2.8)
Tnedewlanes Blanchard - Kahn fivin sfev ugunasaismas Arele

i |diag (Ay)| <<1 uag |diag (A,)| << 1 sxutaNnisiilesAaaLiden

ia ‘diag (Al)‘ <<1 upi ‘diag(A2)| >> 1 F5ULANNNINVANYARAL

i |diag (A, ) >>1 usl |diag (A, )| <<1 szuusunslifiAmay
vieanansanaaldindevlates Blanchard - Kahn 710 1= uuaunnsiimaesie

1. {mIna1uanaes Eigenvalues NNA1 Magnitude 11nnan 1 HA1winfiu
QA1UIBALLS Forward-looking 35 UUANNITAETANRALIN IR AL

LAEI (Unique solution)

¥ o . aa . | g
2. 0IUNINR[IUIUURY Eigenvalues NUAN Magnitude 4NnnNa1 1 WAN

s

NN HIWA LS Forward-loeking: s¥ Lug N pasiasli i A Aa L

(Unstable)

3. drmnanuauaed Eigenvalues NHAY-Magnitude N1nN31 1 Wesies
na1& 11 uALs Forward-looking 721 IANN 199 A A 8A AR L

(Indeterminate)

winivualiReulausniduass anannisi (2.8) dszneuduld Ee,, =0 &miunn
.

AN N> 0agledn



70

Ewf,,, = AlWf, + ARz,

= A (A WF +R,g,)

t+n

uazfn AL o0 vEe |diag | >>1viFesvunannisay - Converge  fisiaidle

= lexbt/% ANNNTD e léi

A,Wf, +R,6, =0 winilu

mnz\mmi‘m (1.6) Ve an

-1 (2.10)
[ n-1 i @ lI'L ) ,'.-. " o ?/ I
i Al 504 AN Paufatiuaylianungn
wien xf, 16
A
NN BN
(1.10)

(2.11)
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Dynare Code

/I Monetary and Fiscal Policy Mix over Thailand Political Budget Cycles
varbcgipiynx;
varexo t z u ii;

parameters sigma nu rho ,ﬁka pa pripiiy;
sigma=.1; & /

nu=1.34;
rho=.634;
beta=.99;
gamma=.75;
omega=.1;
psi=.6;
tau=.22;
kappa=.326;
pr=1;
ipi=1.36;
iy=.8;

model;
c= C(+1) -(1/sig
pl beta* p|(+1

y=gamma*c+(1-gamm
g=(tau/(1-gamma))*t+
(1/(1-gamma))*i(-1
b=((1-omega)/(pr*p
i=1.88+ipi*(pi-1.75)+iy
n=u+0.01*n(-1);
x=z+0.01*x(-1);

end;
initval; Q
b = 0.6; _ ,L

steady

WQﬁﬂﬂ’iﬂJNW]’JVlEHﬂEJ

stoch_simul(periods=2100) b c g i piy n x;
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