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· Equilibrium Output / Income:

Y = C + I + G + X – IM
· Money Market Equilibrium:
   
MS = MD
· Autonomous spending multiplier:  
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· Government Budget Balance:

BB = NT – G = tYe – G
· Structural Budget Balance:

SBB = NT – G = tYP – G
· Fiscal Multipliers:
· Government Spending Multiplier  = 
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· Transfer Payments Multiplier  = 
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· Tax Multiplier  = 
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· Balanced-Budget Multiplier  = 
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· The Budget Balance changes the outstanding Public Debt to the opposite direction
 ∆PD = – BB
· Changes of the Public Debt–to– GDP ratio over time
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· Marginal Cost of Funds = the % increase in the tax rate divided by the % increase in tax revenue

· For example, if a government raises a tax rate by 10 percent and the private sector responds by reducing the amount of the taxed activity by 2 percent, the government’s tax revenue will increase by 8 percent, not 10 percent. The efficiency loss from the reallocation of resources in the economy due to a tax is reflected in this shrinkage of the tax base.  Because the 10 percent tax rate increase generates only an 8 percent increase in tax revenue, the cost of raising that last, or marginal, dollar of tax revenue is 10/8, or 1.25. In other words, at the existing tax rate, raising an additional dollar of tax revenue costs society $1.25. 
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