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3. Resolving Debt-tax dilemma
Many worry about excessive lapanese debtlf there were
a large increase in interest rates, government might face a
problem
But raising VAT or Consumption Taxes to reduce deficit will be
counterproductive

Three steps forwardCarbon tax—ralses revenue,
Improves the envirenment, and stimulates economy ail
at the same timeHigher carbon price will induce firms to make
investments o retrofit the economy

Increasing support even in L%

Cancelling government debt cwned by government
[BOJ)cvernight reducticningross government debt—allaying
SOme ansietes

Restructuring debt towards perpetuities and long-dated
papershifis risk of interest rate increases away from
government

Government would pay little for this restructuring

Issuing perpetuities low cost way of raising additional revenues
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