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Print on Demand *****.How much discretion should the
monetary authority have in setting its policy? This question is
analyzed in an economy with an agreed-upon social welfare
function that depends on the randomly fluctuating state of the
economy. The monetary authority has private information
about that state. In the model, well-designed rules trade off
society s desire to give the monetary authority discretion to
react to its private information against society s need to guard
against the time inconsistency problem arising from the
temptation to stimulate the economy with unexpected
inflation. Although this dynamic mechanism design problem
seems complex, society can implement the optimal policy
simply by legislating an inflation cap that specifies the highest
allowable inflation rate. The more severe the time
inconsistency problem, the more tightly the cap constrains
policy and the smaller is the degree of discretion. As this
problem becomes sufficiently severe, the optimal degree of
discretion is none.
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This ebook is so gripping and exciting. it was writtern very flawlessly and valuable. I found out this publication from
my i and dad suggested this ebook to understand.
-- Leif  B er nha r d MD       

Definitely one of the better ebook I have possibly read through. It usually will not charge excessive. You wont feel
monotony at anytime of your own time (that's what catalogues are for regarding if you check with me).
-- Pr of . Jea n Da r e       
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