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Paper Timing | Strategic Policy mix | Cana Suggested Policy Daes the
interaction liquidity suggested
between trap institutional
Monetary occur in solution
and Fiscal equilibri achieve the
authorities um? Precommitm

ent solution?

Benhabtib etal. | Ex-ante | No Monetary No Inflation sensitive budget deficits, | No

(2002) and Fiscal switch from interest rate rule to

money growth rate peg in a
liqudity trap.

Auerbach and | Ex-post | No Monetary NA Open market operations in long No

Obstfeld (2005) term government bonds.

Buiter and Ex- No Monetary No Carry tax on currency. No

Pamigirtzoglon | Ante

(2003)

Clouse et al. Ex-post | No Monetary NA. Open market purchases of No

(2003) Treasury bills.

Nishiyama Ex-ante | No Monetary No Inflation target for the central No

(2003) bank.

Eggertsson and | Ex-ante | No Monetary Yes Commitment to adjust nominal No

Woodford interest rates to achieve a time

(2003) varying price level target.

Krugman Ex-ante | No Monetary Yes Inflation target No

(1998)

Bernanke Ex-ante | No Primarily Yes Buffer zone for the inflation rate, | No

(2002) and ex- monetary financial stabality, ceilings on

post but also yields of longer maturity Treasury
fiscal. debt, tax cuts.

Orphanides and | Ex-ante | No Monetary Yes Expansion of monetary base, No

Wieland and ex- and currency depreciation, moving

(2000); post exchange exchange rate target.

McCallum rate.

(2000)

Svensson Ex- No Monetary, Yes Price level target, currency No

(2003) ante ex- exchange depreciation and temporary peg,

post rate. exit strategy

Eggertsson Ex-ante | No Monetary Yes Discretion by a unitary monetary- | No

(2006a.b) and Fiscal fiscal authority

Dixat and Ex-ante | Yes Monetary NA Fiscal authority 1s Stackelberg Yes

Lambertini and Fiscal leader, among others.

(2000, 2003)

Lambertini and | Ex-ante | Yes Monetary NA Fiscal authority is Stackelberg NA.

Rovelli (2003) and Fiscal leader.

Dhami and Ex-ante | Yes Monetary Yes Inflation targets for the Central Yes

al-Nowaihi and Fiscal Bank and the Treasury and an

(2011) output target for the Treasury.
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Treasury Treasury Treasur Treasury
follows follows cares Y follows
Regime optimal optimal personal | Outcome
. . about
Output inflation . . output
inflation
target target agenda
Optlmfal Yes Yes Yes No Precomm'ltment
Delegation Solution
Suboptimal .
. No Yes Yes Yes Near optimal
Delegation
Output nutter | Yes No No No Precomm.ltmem
Solution
Reckless nutter | Yes No No No Prccommltmont
Solution
Much worse
Output nutter | No No Yes Yes than discretion
Much worse
Reckless nutter | No No No Yes . .
than discretion
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Treasury sets state Public forms Realization of
contingent policy .| inflationary | the demand
rules, i(€), f(€) expectations, T ¢ shock, €
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Public forms Realization of the Treasury sets
inflationary .| demand shock, € .| fiscal, monetary
expectations, T ° policy, i(e), f(€)
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Society Formation Realization Treasury Central
assigns of inflation of the sets fiscal Bank sets
inflation and expecta- demand policy, monetary
output targets tions, Tt ¢ shock, € f(n e 8) policy,
Mg,y V7 i(ne,e)
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Society Formation Realization Treasury Central
assigns of inflation of the sets fiscal Bank sets
targets, expecta- demand policy, monetary
T tions, 7°¢ shock, & f(ﬂ{ 5) policy,
7+,7, i(n'e , 5)
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