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Fiscal Policy and Aggregate Demand
—— A Dynamic Analysis—

Toru Sagar

If government spending is financed by bonds the stock of
privately owned assets must be increased, which pushes up in-
terest rate when the economy begins expand. Whether fiscal
policy is effective or not will depend on the degree that private
spending is crowed out by this monetary effect. A number of
more recent papers investigate the effectiveness of fiscal policy
[e. g. Friedman and Blinder = Solow] in a dynamic view of point.
In this papers, an conclusion is made to bring some support to
Keynesian proposition that the multiplier is positive if the sys-
tem is stable.
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