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FIGURE 1: Persistence Plots of Inflation Rates and Labor Tax Rates Versus
 Shocks to Government Consumption and Technology

FIGURE 1A: Government Consumption Shock
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FIGURE 1B: Technology Shock
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FIGURE 2: Responses to Government Consumption Shock

FIGURE 2C: Inflation Rate
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FIGURE 2B: Labor Tax Rate

19

20

21

0 5 10 15 20

period

L
ab

o
r 

ta
x 

ra
te

s 
in

 p
er

ce
n

t

FIGURE 2A: The Shock to Government 
Consumption
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