MACRO REVIEW, Vol.35, No.2, 13-24, 2023

<ReR >
MBORY - BINES OLENE : BERA 2 3 0ERBFORRET VE AW T

HHE A
IRl 7S R 2R I
E-mail: yatanaka@mail. doshisha. ac. jp; ochibocho@gmail. com
<EEF>
ANx (JHEE) DU OEE LREMER OB TRAET 2EE O ES, EREIMAXLET

IV W CRERFICEB T D BORT: « BRHMER O LB Z et L EICLA TORRZEL, 1) &E
REFIZBWTEE LI D S L IZ5EREA 2 EBLT 512 OIZIIMERTRMLETH Y, ZOMEIXE
BHRAOHEIZE LV, MBURT2IYM—ED S & TRERMHZFEBTHKEL Y H REWEAITIX
AT L= aryBnEL, NEWGEIIANIZR D, 2) BRESR, HEMER, B5RICETH 55
AR SETE, ik —ED b & TrRABEHZMR L TIT< 72 OICE T 2 BUMER L CDPD I ([EH5-
GDPLL) (IW§fH] & & HIZ—EDOFRMEICIK T D, FAUTHFRREERKICBIT2ETH D, 3) L
ML, 2) DRMENTETZES T, [EH-GDPLLAFRBT 258 THA v 7 L & BREMPAIE L 72> T
W5 DO TRIEIRZR VY,

<F—U—F>
WMBORT, R, EEAA, HERBIM

Need for Fiscal Deficits and Government Debt: Using an Infinite Duration

Growth Model with Government Debt Holdings
Yasuhito Tanaka
Faculty of Economics, Doshisha University

<Abstract>
Using a model in which people (consumers) derive utility from their consumption of goods and their holdings of
government debt for liquidity and other purposes and live for an infinite period of time, we examine the
necessity of budget deficits and government debt in a growing economy and will prove the following results: 1)
A budget deficit is necessary to achieve full employment with stable prices in a growing economy, and its value
is equal to the increase in government debt holdings of consumers. 2) If a certain condition regarding the growth
rate, the propensity to consume, and the discount rate holds, then the ratio of debt to GDP required to maintain
full employment at constant prices (debt-GDP ratio) will converge to a finite value over time. 3) However, even
if the condition in 2) is not satisfied and the debt-GDP ratio diverges, there is no problem because full
employment without inflation is assumed.
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