MPRA

Munich Personal RePEc Archive

The Theoretical Framework for the
Coordination of Fiscal and Monetary
Polices

Kamal, Mona

November 2010

Online at https://mpra.ub.uni-muenchen.de/26856/
MPRA Paper No. 26856, posted 22 Nov 2010 06:21 UTC



T8 5 A ko) (i Baeiill o fa2l) ey

sdlae )

J—S e

doalai®) 40aly
dads aB) diala
Queen Mary, University of London

E-mail:

economist.researcher @ email.com

2010 sed sl

Al L) i A e ol e a3 Y B Sl o) HY) !
deaal) LY 2 V) Cnll (e s g (sl i pde s -



Aoa8t) 5 A o) Cp Baeill g T U

e i g I el Gl Apad Baeal (il jaind () Gl 13 Cangg

o) oa) QS5 i) o Jaliall il a6 S L Gl 13gd 5 ki) Y1 J ks (Pla

I Jsliy Gl Gauiil) Aualy (3l Lag Zalai@) il Lghagd ) <l haill ol e

laa 5oLl da DU danl Gl dvessad @lid il s coinld) o Gl Cladaae Gl
. Gl



The Theoretical Framework for the
Coordination of Fiscal and Monetary Polices

Abstract

This study aims to bring into view the importance of the
coordination of fiscal and monetary policies through reviewing the
theoretical framework for such coordination. This includes: the
interaction between the two policies, the evolution of this issue in
the economic literature, the determinants of the coordination, the
institutional coordinating arrangements and the operating
mechanisms for the effectiveness of this coordination.
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- Faika El-Refaie, “The Coordination of Monetary and Fiscal Policies in Egypt” in “Monetary Policy and

Exchange Rate Regimes: Options for the Middle East”, The Egyptian Center for Economic Studies
(ECES), Edited by: Eliana Cardoso and Ahmed Galal, The 5" book, April 2002, p. 299.
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* The Staffs of the World Bank and the International Monetary Fund, “Guidelines for Public Debt
Management: Accompanying Documents and Selected Case Studies”, 2003, p. 11, available at:
http://imf.org/external/np/mae/pdebt/2002/eng/102402.html.
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® Leopold von Thadden, “ Active Monetary Policy, Passive Fiscal Policy and the Value of Public Debt:
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World Economic Outlook, “The Decline of Inflation in Emerging Markets: Can It Be Maintained”,

op. cit., p. 131.
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15 The Staffs of the World Bank and the International Monetary Fund, “Guidelines for Public Debt
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' Tain Begg, “Running Economic and Monetary Union: The Challenges of Policy Co-ordination” in
“Europe: Government and Money”, The Federal Trust for Education and Research, 2002, pp. 21-22.

' Pawel Marszalek, “Coordination of Monetary and Fiscal Policy”, The Poznan University of
Economics, Volume 3, Number 2, 2003, p. 48.
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' Herman Bennett and Norman Loayza, “Policy Biases When the Monetary and Fiscal Authorities Have
Different Objectives”, Central Bank of Chile, Working Paper No. 66, March 2000, p. 24.

' Bernard Laurens and Enrique G. de la Piedra, op. cit., p. 4.

2 Jacob,A.Frankel, Morris,Goldstein and Paul,R.Masson, * International Dimensions of Monetary
Policy: Coordination Versus Autonomy”, in * Monetary Policy Issues in the 1990s” , Symposium
Series ,Federal Reserve Bank of Kansas City, 1989, p. 185.

*! Fabian Amtenbrink and Jakob Dehaan, “Economic Governance in the European Union: Fiscal Policy
Discipline versus Flexibility”, Common Market Law Review, Vol. 40, 2003, p. 1075.

- Begg, Hodson and Mabher, “Economic Policy Coordination in the European Union”, National Institute

Economic Review, No. 183, January 2003, p. 66.
29 acob,A.Frankel, Morris,Goldstein and Paul,R.Masson, op. cit., p. 185.
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** Kenneth Rogoff, “The Optimal Degree of Commitment to an Intermediate Monetary Target”, The
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