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Figure 1. Log of real GDP in Japan
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Figure 2. GDP in Japan (Percent deviations from trend)
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Figure 3. Public debt to output ratio in Japan
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Figure 4. An alternative path for fiscal policy

Quarters

G
ov

er
nm

en
t s

pe
nd

in
g 

to
 o

ut
pu

t r
at

io

Actual Policy
Alternative

#��� ��

�2



1997.5 1998 1998.5 1999
-5

-4

-3

-2

-1

0

1

2

3

4

5
Figure 5. Effects on output growth of expansionary fiscal policy
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Figure 6. Effects on debt of expansionary fiscal policy
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Figure 7. Impulse responses to a 1% shock in goverment spending         

Years after shock
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Figure 8. Impulse responses to a 1% shock in government spending
 (High increasing returns, θ =0.6)                         

Years after shock
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Figure 9. Effects on output growth of expansionary fiscal policy
(High increasing returns , θ=0.6)                          
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