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Deflation and the Stabilisation of the Japanese Economy
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Abstract

This study defines and discusses the statement: “Deflation is a purely monetary
phenomenon.” Even if this statement can be demonstrated to be correct for past
experiences of deflation, it is not theoretically correct in general. Some deny that
“structural factors” are behind Japan’s deflation. But “structural factors” exist not just
on the supply-side but also on the demand-side, and we cannot support the statement

that only monetary policy can lead to stability of the Japanese economy.
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