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Abstract

This paper investigates how the response of private consumption
to government spending can be changed by intratemporal substitu-
tion among private consumption, government spending, and leisure.
We show that the response of private consumption to government
spending can be positive even if private consumption and government
spending are not complements and private consumption and leisure
are not substitutes. In this case, substitution between leisure and
government spending plays an important role. Previous works have
overlooked this perspective.

JEL codes: D11, E62, H31.

Keywords: Fiscal policy, Government spending, Intratemporal sub-
stitution.

∗We would like to thank Masao Ogaki, Yasuo Hirose, Eisei Otaki, and the other par-
ticipants of the Public Economics Seminar at Keio University for their useful comments.

†Research Associate, Faculty of Economics, Keio University. Address: 2-15-45 Mita,
Minato-ku, Tokyo 108-8345, Japan. E-mail: masataka.eguchi@gmail.com

‡Ph.D. student, Graduate School of Economics, Keio University.


