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Another ‘ Three-Gap’
—L. Taylor’s Model—

Noriyuki Miyagawa

Summary

So far two kinds of ‘three-gap’ model appeared in the field of development eco-
nomics. One is E. L. Bacha’s model, and the other is L. Taylo:’s. In this paper we discuss
the latter, because we already did the former in the preceding one: ‘On a “three-gap”
analysis.” |, The Annals of Gifu Univ. for Education and Languages, no.25, Feb. 1993,
pp.73-96.

Both the two studies treat three constraints of economic growth of the typical
developing countries. It is apparent the first contraint is savings gap, the second is
foreign exchange gap. These two gaps were already studied by H. B. Chenery, M. Bruno,
A. M. Strout, P. Eckstein, and R. E. McKinnon etc. in 1960-70s. However, it took a long
time to perceive the third constraint: fiscal or investment gap. Recently the two scholars
focussed on that aspect, and attempted to analize the phenornina from the view point of
structuralist economics.

Taylor’s model is characterized by the comprehensiveness, since it contains forced
saving or inflation tax, seigniorage, crowding-in or crowding-out effect, and capital
flight in the system. He uses geometry in research of the best economic policy in a plight
with which a country is confronted in the development process. The key analytical tool

is a family of iso-inflation rate loci. Thus the first or second best policy is pursued.

Key words : Three-Gap, Two-Gap, Taylor's Model, Forced Saving, Capital Flight,
Seigniorage, Crowding-in, Crowding-out, Investment Gap.
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