61

W BOR T D EE AT REE & ErS 2L

HAORBI#HET 2 70
T it
Abstract

In this paper we test the Japanese government deficits sustainability and examine the fiscal dis-

cipline by estimating a Markov-switching model. From the results of our analysis, we can say that

the government deficits are not sustainable at the first-order, but sustainable at the second-order.

The fiscal discipline was hardly kept in sample period, though some exceptions are there. We
need to keep the fiscal surpluses by several years to recover the discipline. ‘
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