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LU IS NOT alwaysS pOossible 1O establisn an emptricat 1ac
everyone can agree on.

To observe the consensus view among Japanese economists
directly, ESRI conducted a questionnatre survey on the
current situation of the Japanese economy and people’s

perceptions of the effects of macroeconomic policies last
year.



I

regardless of such efforts, agreement on the size of the fiscal
multiplier has yet to be reached.

While it is not easy to reach an estimate of the multiplier that
everyone can agree on, it is very meaningful (for policy planning
and implementation) to know what size economists (as well as
the general public) actually think the multiplier likely ts.



v What kind of factors do economists think are the
the multiplier?

..



general public's view about the US economy.

The Initiative on Global Markets (IGM) at the University of
Chicago Booth School of Business publishes the responses of
the members of the Economic Experts Panel, L.e., leading
economists at the top untversities in the US, to its poll questions
on a weekly basis.






Effects

Target group: Economists focusing on the Japanese economy

- Mail survey based on a list of (about 5,000) economists in Japan,
constructed based on the Grants-in-Aid for Scientific Research Database, the
Analyst-Economist Directory compiled by Nikket Research, and directories of
the members of several major economic associations in Japan.

Number of respondents: 547.

Survey period: from November 29, 2016 to February 27, 2017.



A. Questions about you (sex, age, residence, education, job, media, etc.)

B. Your views on Japan’s economy (current states, outlook, etc.)

C. Your views on the public burden and the tax system (including the
consumption tax)

D. Your views about infrastructure and public investment (fiscal policy)

E. Your views on monetary policy

F. Your views on free competition and deregulation
G. Other




to the survey of economists to provide some background

information helpful for understanding the key findings presented
in this presentation.

(We report the findings related to the multiplier effect of public
investment in Japan in the following section.)




Figure: Compositon (%) based on the Population Census (2010)
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Figure: Composition (%) of respondents to the survey of the general public
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Note. The figure on the left shows the Population Census (2010) based estimate of the composition of the population aged 18 to 80 in 2016.

Figure: Composition (%) of respondents to the survey of economists
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While the number of men and women among respondents to the survey of the
general public is almost identical to the Population Census, the composition of
respondents to the survey of economists is biased towards men, probably

reflecting the true composition of Japanese economists.

While there are minor differences when looking in detall, the survey of the
general public appears to cover almost every generation appropriately.



Figure: Men Figure: Women
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Note. The bar for the Population Census shows the composition of the educational attainment of the population (aged 18 to 80) as of 2016. Each bar shows
the share of persons with a particular level of educational attainment in the total sample.

Probably due to the complicated (difficult to understand) content of our
survey, there was a bias toward those with higher educational
attainment among both male and female respondents.

Other than that, composition of respondents to the survey of the
general public closely resembles that in the Population Census. 10



Figure: Affiliation Table: Cross-tabulation (Affiliation vs. Education)

0% 20% 40% 60% 80% 100% .
Education Undergraduate Master's ~ Doctor Unknown  Total
. Affiliation degree ?imle;?d Ph.D.
Economists (547 obs.) without diss.
Government ager 12 16 1 18 1 48
® Government agency [J Special corporation [ Private enterprise Sp'ecial corpora.ti( 3 5 2 11 1 22
Public university & Private university Prlvz?te er?terprhlse 32 37 7 2 3 101
Public university 7 6 22 134 2 171
Private university 4 17 41 139 4 205
Figure: Educational background
Total 78 81 73 304 11 547
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EIDr. program without dissertation E2Ph.D. degree

About 70% of the 547 economists that responded to the survey belong to a

universtty; less than 20% belong to a private enterprise, while the rest belong to

government agencies and special corporations.

Three quarters of the economists affiliated with a university hold a Ph.D,

whereas the majority of economists in the private sector only hold an

undergraduate degree.

11



Figure; All economists in the survey
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Figure: By type of affiliation

0

Notes: The vertical axes show the share (%) of respondents. Respondents were allowed to list up to five types of publication.

Asked for the main type of publication in which they have published in the
past flve years, the most frequent answer is peer-reviewed journals in English.

However, the type of publication in which respondents publish strongly
depends on the type of institution to which they belong. It is for university-
affiliated economists that peer-reviewed journals are the main form of

publication.
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Figure; By type of affiliation

Figure: All economists in the survey
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Notes: The vertical axes show the share (%) of respondents. Respondents were allowed to list up two schools of thought.

The most frequently cited school of thought (among the economists surveyed)
ts ‘New Keynesianism, followed by ‘As a practitioner, | do not follow a specific
school of thought.

However, there appears to be a sizable difference depending on the institution
to which economists belong. While many university-affiliated economists cite
the classical and new classical schools, private enterprise economists are majgly
practice-oriented and do not follow a specific school of thought.



slowing down or stagnating.

Focus on the impact about one year after the increase in public investment.

The composition of the increase in public investment is essentially the same as
current public investment.

The investment is financed through the issuance of government bonds

Monetary policy is conducted based on the assumption that public investment
will not push up short-term interest rates. 14




Fig. Kernel density of answers to the question about the fiscal multiplier magnitude
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People's view about the fiscal multiplier e General Public (2671 obs.)
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=== Economists (467 obs.)
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All observations (GP + PE) 3,138 08 100 100 0.89 -0

General public (GP) 2,671 0.81 1.00 1.20 0.93 *

Professional economists (PE) 467 1.12 1.10 1.00 0.48 R S O R O S

The peak (mode) of answers to the question about the magnitude of the fiscal
multiplier is about 1.2.

People’s view about the multiplier is concentrated around 1.0, and this
tendency is more pronounced in the survey of economists.

While the standard deviation of answers in the survey of the general public is
close to 1, that in the survey of economists is less than 0.5. (Economists’
guess/estimate of the size of the multiplier seems to fall within a compact
range. Views of less than 0.5 or more than 1.6 are the exception.) 15



. . o 7 . Fig. Kernel density of the economists' view by level of interest in multiplier
Table Economists' view about the fiscal multiplier by level of interest ¢ v by b
25 4

Number of ) ’ @ Never been interested in the multiplier
Mean  Median Std. Dev.

obs.

== == [nterested but never looked atany
research

Never been interested in the multiplier 33 0.94 1.00 . 0.69

== == Interested in and have seen estimates by
Interested but never looked at any L15 0.45 other rescarchers
research @ | nterested in and have conducted some
. . research

Interested in and have seen estimates by 1.09 0.40

other researchers

Interested in and have conducted some 121 . . 0.56
research

On the other hand, the answer of economists who ~

the fiscal multiplier themselves were larger and had a sllghtly larger standard
deviation (than those of economists who had not conducted research on the
topic).
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Fig. Kernel density of the fiscal multiplier of average economists
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Change in the magnitude of fiscal multiplier Figure Japanese fiscal multiplier in the past (up until late 1980s)
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n the medium to long term).

Regarding the multiplier before the collapse of the bubble economy, the most

widespread view among economists is that the multiplier was in the range of 19
1.5 to 2.



Figure  Reason why the multiplier has decreased Figure  Public investment as a means of economic adjustment
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As to the reason why the multiplier is getting smaller, the most cited answer is
that the effect of public investment on productivity growth is decreasing.

Economists appear to be more skeptical toward the use of public investment
(or fiscal policy) to stimulate the economy than the general public. 20



(Guesses/Estimates of less than 0.5 or
exception.)




Close to 80% of Japanese economists answered that the public
investment multiplier in Japan is getting smaller (in the medium
to long term).

Regarding the multiplier before the collapse of the bubble
economy, the most widespread view among economists s that
the multiplier was in the range of 1.5 to 2.

22



the general public.

Even though attempts to empirically estimate the fiscal
multiplier in Japan have not reached an undisputed
conclusion, it seems that there s a considerable consensus
about the magnitude of the fiscal multiplier among Japanese
economists.
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