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We analyzed the optimality and stability of equilibria under the production
of public goods and money supply, based on the core theory. This study follows the Lindahl
equilibrium approach, but at the same time focuses on the equilibrium with non-negative income
transfers by the government through money supply, and provides a framework to examine the
significance of deficit financing and the role of the government in the production of public goods.
By (1) introducing production into an economy with satiation and (2) extending its production
setting to include public goods, we connect the problem of optimal supply of public goods with the
problem of state finances. Moreover, (3) we attempted to extend the results to dynamic analysis
using an overlapping generations model and a multi-sectoral growth model.
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