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Fiscal Policy:  Deficits
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Fiscal Policy:  Summary

Before and after Gulf WarBefore and after Gulf War
1990 1990 –– raised taxes, cut spendingraised taxes, cut spending
1993 1993 –– raised taxes, cut spendingraised taxes, cut spending

Before (and after?) Iraq WarBefore (and after?) Iraq War
2001 2001 –– cut taxes, increase spendingcut taxes, increase spending
20032003** –– cut taxes, increase spendingcut taxes, increase spending

DiscretionaryDiscretionary fiscal policy is more fiscal policy is more 
stimulative at the onset of current Iraq War stimulative at the onset of current Iraq War 
than it was before and after the Gulf War.than it was before and after the Gulf War.



Monetary Policy:
Interest Rates and Inflation
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Monetary Policy:  Summary

Monetary policy is more stimulative at the Monetary policy is more stimulative at the 
onset of current Iraq War than it was at the onset of current Iraq War than it was at the 
beginning of the Gulf War.beginning of the Gulf War.

General price inflation has been less of a General price inflation has been less of a 
recent concern than it was in the period recent concern than it was in the period 
proceeding the earlier Gulf War.proceeding the earlier Gulf War.
Gulf War started soon after the beginning Gulf War started soon after the beginning 
of the 1990of the 1990--91 recession.  The current 91 recession.  The current 
Iraq War is about two years after the Iraq War is about two years after the 
beginning of the 2001 recession.beginning of the 2001 recession.
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