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that the rise in government expenditure by 10 % (7.224 bln. Euro, which admittedly constitutes
a large sum) leads to an increase of Austrian GDP by 11.848 bln. Euro. Please not again
that no refinancing measures are taken in this case. Seemingly, the model is almost linear in
the dimension of the amount of the tax increase: We tested the effects of a 1 % increase in
government expenditure, and the multiplier remains the same until the third place behind the
comma (to be discussed).

Interestingly enough, the instantaneous increase in government spending from the G+10
scenario raises operating surplus OS fast in the first year of the policy change, see 37 and figure
38 belwo, and then exhibits an almost flat line. Contrary to this, especially the tau_w-10, but
also the T_firm scenario to a smaller extent, exhibit a slower, but longer increase in OS (to be
discussed). This development for firm OS is mirrored by the OS of all sectors taken together
(including mixed income in the household sector, see figure 38), where OS even falls after the
initial steep rise induced by government consumption (to be discussed).

We tested the effects of an increase of government spending for the year 2017 by 10 % only to
see how this mechanism works in the model, see figure 31 below, scenario G2017. It is interesting
to see how the effects of government expenditure seem to die out in the model - after the initial
rise in GDP in 2017, the growth path converges back to the BAU scenario (to be discussed).

Figure 31: The Effects a One-time Increase in Gov’t Spending in 2017 (in mln. Euro)
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“T_firm+1Mrd_Gup” Third in line as regarding GDP effects is the “T_firm+1Mrd_Gup”
scenario. Here, in difference to the scenarios above, the additional tax revenue from the tax has
been used to increase government spending. Even though smaller in its effects on GDP with
about 0.7 % or 2.455 bln. Euro, it still exhibits a high multiplier of about 2.454. This means
that the increase in firm taxes has additional positive external effects in the model. This might
have to do with the fact that the operating surplus of the firm sector is not decreased by this
tax, see figure 37 below.


