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Abstract

This paper develops an endogenous growth model with the
congestion of public goods and market imperfections to examine the
macroeconomic effect of the government expenditure. We show
that the productive government expenditure can stimulate economic
growth.  Moreover, the performance of government expenditure
policies is crucially related to the market structure and the degree of
market imperfections. It is also found that the key factor
determining the transitional effect of an anticipated productive
government spending on the investment is the degree of market
imperfections.
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