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AN MBEERD BRERS T HABUTY) BEMERZY 24NN
MIBGET BREEMS BRNY B 24 Q¥ 2 Wee MEELR o
24 Astel Qs WRMWSZ 1Y

MEEfeda s ERel 98 EEN MERE SB2Ae seigniorages] 2
o, BigE EEEAY JEFAH GHES Rdsisie BRBEMK TN BE LS
ol 4z - MRAKEN AIEAE GF2 dow, of mdA vl Bk - BRBE
o BERMRE 23 Qo) Aa/MRANKE Hast BRKALENS Eo AHBH
sk, QA Ed ol ¥t MRANEM Eo) MERKE T34,

1970~80d 0} WEEH S EFEHECRERS 47 TRE A% BRRE A3E o
717be) BB BREHS Folst F3el A% AMA MEREHES 220 Mg
e Bl BR2e) WA SRS I BAF2 Uk

A oK WES ERSEHICRER R ool MBS REfedel 4
T 4 lon B BRBCRENE 7dRE £ 422 AAAL 4R AR
2 34 ReiFa Aok =¥ MEEMEL oEH A 94U H4e T
BT BRS RVBHEAY MRS £24% 1 FAH H4E RaF2 Sio

I. ¥

B EGK (macroeconomic policy) o] &

WE AR EMHER

* A BN EEO M2 “Essays on
macroeconomic policy”s #81% (A simple test
for optimal fiscal and monetary policy regimes)
o R BRE ol&3d BEREY M-
BEBCEY EERRE EENCE 338 g
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7He o] R & BAEEE (fiscal policy) & @
BUR (monetary policy) ZHe] BIE’ BORFM
(optimal policy-mix)el W& dF&= HEE
Foatrel A B3 ZAHA AFd Aol
Hol sivh, AAAAA FHAA 9 FHERGR
o g A7 A7HE 2 BVl A F
A3 ARA gt AAY, =& Aleld
AA g wE B YA A
BE M (normative) #AAHANA ] =271 2
ol stttz & £ gl 2 o)

al

=
©
==
#g g



g FdA =od EAAM, 2 =99 K=
A g BIRGEHES ERSEBCE 5 44
< FH3x AdE Ad9se BIEWN
(positive) ATE Ht} HIEH (institution-
al), 7Ry (behavioral) HEEH S 8739
2 olth. MEER (fiscal authority) 3 EE
# 5 (monetary authority) & HIER) - 1THERY
RifEE wEstz, o ¥ AAIZITE T H3=
& EXF (consolidated government) & #x3&@
ft (optimization) 3.2 B - BEEE
Z2] FolE AY¥H2E deotdee AFH
d7e AAIAAY 423 A4 #%8E 53
of upRAF BERE #Re] 712 ATE
& 2 BHo2 3},

ARG A £ HAEAFS Bl iEZ (opti-
mal government finance) 2] FH |4 EIFH
#i(government budget) ¥  SBELH (mone-
tary growth) Zte] #83RAY31 EREA (systematic
link) 8] &A oJ¥9 2 WE& sFFHaA
g}, F3TFo dEE 5 9 534
o] ARiatezhe HdIEE F Ut °|EF
AL AEEE HE Bing AAS BFS
& Al AF-9 EES EAL ey, =
# 3 %7 (inflationary shock)°] =&
8 AYo FA4Ad MR
A d U F ERA

g9 494 Adzge Az

]

pur

il

T

+ seigniorage

o, Al did #9F 2AdE HFA KB
2x%FE B4, I S, XFE ELA 24
oW, =3¢ HEfFES EREkEE =d4F F
BE - BNk FIRR, BAE WEBRAE #
BE 23

2@ pRGTYI AT SHAH A= A
A B HmE Adgse g2 oo dHAE
Woolley (1984) =,

1

~
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53 AdzgH JdEHAH FHS
3] Z2o]l BREHIK (budget
Edof st AFS BHK
F5 24de 2 £ Qe

4

B Z MEER BRERY 929
< A ¢ JdE BERMHEHE (policy regime) il
AL ERFEAEFEY Baol BREBCE K
Al o HET F AT Aolw, o

BOEERS 2433 J®x™ed 971 Sar-
gent & Wallace(1981) 9 BB (fiscal
dominance) Edo|t}, o] R AXx

A PR BHE Mt MBER 9
o] AARE, ZATY 5 AAZY Hy
ol S¥H2E WA AAHI F3}FTFol
seigniorage® E3slE o AbAl <A o BEH
(rgsfdual)&i/ﬂ ARHE RELKEREK
B

i

(policy environment) & REAFS} Ut}
dFlA = o] AAFHEDE &3 dF
ARAFEo] MEMLR A AT ZF-
o] oatA| G2 e F3FFol AAHE A
A 4 4 (policy regime) & E 433l FFEIK
HY ERBORY EERGRE =53k
3 BRKHE AAAH B3] A4A
BAE AFHo2 FH Tl o MRENLE
25 =4 F de AL F3d=d pas
17 (central bank) ¢] A A FFo] = Hx 9
249 Aol dtiye It FAGd
N&xsa gy, dubHdoz FheFge]l A4F
FFozry AGT SHPHE M A=
Aoz AR E v|Fdza E3d=2 H
E o] A& & ¥ (nominal interest rate target)
AR o T3 ARG g o
EAo] tFH R JehtA "oy,

=

= 3



(B 1] MBRFel &% £

747 -~ Vg 4%
'
A 5 3
[ amws | s oa | awmiz | 4 @ | suwm
5 3
[ wwex | s a4 [ wues |

2o kAT (budget deficit) & HEo] 2
15& 7tA L3 o] F H] $]5te] F3
3 =& A BT % {F (open market opera-
tions) & £33 E3=E A Hed, ole
AF MigkFe H%/L(monetization) & £
usld AFH oz B o F3o] o3 M
E3 FU9e 23E ZA FHe AeldH(E 1
Az), FALPol AAZT A} A=HL
2 ozAel ASoE seigniorages] R
Ze ARFH AZE 53 AdzPe] 3
o v FoF Agwgit 2 5 A& A
ol AAS-gRAo] FAFA sl HEHY
< A 2 Aeld,

ARGl A= Mankiw (1987) 8 2= A EH
ol Mz - MRAEE RERIS LAAA
Whang (1990) il A 7 #9 BEe] BEf =g

4o
>

*

o

2) Barro & Gordon(1983)2 R FHE B | Pre-
commitment”} FIEMNSZ BAHA @& BoK
BIBETAA AR 53¢ KFEEM (fiscal side
distortion)¢] £ AS AN AHENMTEY
f# (rational expectation equilibrium) skl A1 Ab
Aoz AAFP AdEH oA gRYG 2 AEH
ol dg FFeA & Holx Uth,

T FA S B SELERAME F4 dF
dol st MMBAWE Add A inter-
temporal ZAE3} 1719 intratemporal Z7°]

dejalc),

3)
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(strong form of fiscal dominance) & H1E 2
3B 22 (weak form of fiscal dominance)
2L o] RAEY oA A 27
sho] EEIFSHES) FI MK - BEEEC] Bk
RS BENSZ BETZA W
ol Ao EEBOREF R 824 o5
2 Wee FYstaz @, F 2de 7E
A FxE AYDTH 32T TN
QA Zd o] 4z FAEM (distortionary taxa-
tion) L2 X-¥lo] AAA w|&9 A& vebd
£ it & &M (social cost function) &
A23317] S8 el AbA) okslel A AR A g
A ZH o) %S At Kt FE=R ol %
o1z itk FIE 1HS Mk BE=
e F3E BN HAUERE,
seigniorage xR o A ERERS A
[tz o, 2 MEke] BEAMEZD A
£ 53 53 RMEN MERE SBaA
Barro & Gordon(1983) ©slel UAEAAH &
#2 (inflationary bias) & EIERURFAES @
FolA mdstsln o, o] F 2d Y
i {t:8F2 (period- by-period optimization) &
AARsa gloy dNA4 =& 482 Fd
A 9] EiiERYl BEALiAR (dynamic optimi-

zation) 9] intratemporal® A £33} o X 3}w?),

o

=

8

=



A &
AR

o] ol ZiXm Y& AHE] A4 B
o BHINL BE A olE HAEEC] oldH
olok & Zold), FElIEAA & A 1970~80
dei o] At izste] FlUEANH =&
g F7HA #HAMRS (oint hypotheses) & ##
Z3a vk H7A FE HAZUWEL AR
BEEGR e RMBHEAM Y BNBEY
AAA F2A oo} 1 Wgo] & Foju}
FIVES B 2 2992 FA= g,

II. BAERMEALE D (models of

fiscal dominance)

AEANAE BNFBREA BEBERMY EIE
BfRE Mdste 7 MEREE D] #4
el ek, Mk EEMEd HEfed
< MEkER BREREY AZ O PR
&% (policy environment) & E A 3tsla gle
o, MK - BEBCEHY AAH JdAHE 7}
AeA e A2 o8 HER - TN ER
ZFE3sta e,

714 EAFHA e B2AAAE o
BERAN % (monetarist view) & 44 5}
3ol of RdAA HolMEe 53w
7 A2 1A FAE AT Qe B
of AEH|HZE A HAF FA A
HeE dAde] qloh, =3 Bkl mEms
e M= BHRECGES @714 AA53}E g
3t A ¢ew o ®d BE Barro &
Gordon(1983) 2] 714 (expectation) ¥l # 1] = 3}
£ BEAYH 7439 i (rational expectation equili-
brium) A d-& =¢lstz oo, old NAE
9 =42 BdAAE HUF wtedstd 2

L.

=)

=

5
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=44E 79 &
za7) A% SRS, G2 BHez
T FOREE Boh EMie)

W syl A% 5382 Az 9l

< (policy regime) &

o1~

1. MBS BEAL2 d(strong form
of fiscal dominance )

o] RdL A 4% seigniorage M .9
FAAA BEERT QS B HHsin
Attt seigniorageel] 9|3 BHEMER7}
Edol S AYsts 9 290l BEEY
o] BURS EIEMEFZES BHANA A=
3 ARz gk, gy ERERS
gniorageo| FXE Eslo R
ol BUNMIEMES Z1%& Pt olxg
Sl 2] MRS BEME DI Rolr), o
2L 5A A= KERES) 24 (policy maker)
€ MBER @EERS 223t HARKY
olsd Fvich o9 MEHHENS BML
szl gho,

e

=

sel-

2

2

(F ) +h(m) }y, woeeeeermmrmienninnenns 1
ANA 1, . ZAFLEFRA/GNP)
. AEH )R E{(P-Py)/
(Pt—l)}
¥, : AAGNP
F1>0, 730, K>0, K'>0
A (DA e MBREM distortionary

taxation) o] &% KFEW B (deadweight
loss) & vehdl™], rE dEHoldozn
Bl WEEAI G SihE 59 #M



HEHERS 2234,

BABAZE (1) iteBAEiRes fMbst
a2 & o o] FolZ BEHIKTAA o F
oA, FEFel intertemporal o AbA] eFAl.

3 2ol BAHT,

(1+7)Dy+G-Ty=D,+

MM,
_ﬁ:u...(z)

A7NA 7 AR E
Dt:
Gg:

AZARRA B30
AdA Y
T, AR ZEA 54
M, % 3% (LK)

P ErE

=X

A&

AAtA (2 Rl W TAE HEELH

I EHS KEARFE CEHS $A9 Fo
(D) == seigniorage(:Mf})A:‘,“l)o]] BE

ZEolol & BHoF 3 gt}
of AbA ek Ake] A A seigniorage §-H Y&
A ()% e E%EER (quantity theory
of money) 819 AT FFE 7HH 8,
Mo=kiPoy,, b=k (G, 3,) -eoveeeeseeens
k<0, <0
i . BEOIRE
Fisher}# A 4] [ ,=r+zf, (zé= A Z4 o]
2E€)E ol &8t & go] TARY,

IMt'Mt—l

P, =k (1+7z) ep1dey

Sk(r+ai, y)3 7)) ey Y
olAl A MEMREL S HAHS F
A2 vhebd 4 e

5 AARFFA DE #A A 1dws HA

g Mz A
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Min. {f () +2(z)}y

T\f) Ty
st. A1+#) Dy +G-Di= 1,
+E(r+xt, vy (1-7) ke1yey

HABUTS GEIEMEFES RHAA, A
3 FA (6)9] #E T 8 el AHA
S5 A, AA, B MBCH(G)
EMERD)E MBERS BEEHS
o o8 MERSR AT waiAd K
e XHE(Q+7)Do,+Glol (D)
< 233 d5+E FHBRIKAT seigniorage
ol oS A FFEA HW o] HFANA AL H|
43E HAxFstax o9, 4, A4

AolA A¥e A4 AdEHNEE DS F

B

BN

7
B
L.

=
o173 =4 (given condition) 22 ZFF3}0] o
AR 7F AA HA A} d¥EHANA dAHE=
Barro & Gordon(1983) ¢ 71 di#|
AUES Aok, AA, BEBCRES] 97134
Adast A o, w=bd HAA
GNP, yi= AW E HFAo
o] A9 A7kA] FAABANA HAA 5 A (5)
b8 1Al &7 (first-order condition) 2

Zt=th,

(mé==})

=
©

h/(”t) — _@;1
) 1+g

........................... (6)

A7A g=E 4R E
-1

HM=7 (6)9 84 A¥e e 2o
MRARE(R) & 999 F7he BHRAS
B2 FAAAD AEAN L E () B B

AEe4ls k13-

Ve

9,]
slojzz qEdLe 712
t—1

o (13 =22
ARES Bl d S 2A A £

‘%‘7]“\_‘:‘ o T T




2=

L

QA ZF )42 ZA (inflation tax) % TS
). @A A (6) $He RFUMALLE
(marginal revenue ratio) & RA|3}A =},
oE ddez zANGE I 499 FUte
A3 S-S (1) 3 F VM 715 A Ed o)
Ag 3 E9 Frte AIHEE H(z)y
whF FRAAA A (6) FHHL AR 49
PR A (marginal rate of substitution) &
EAIEA dd, 2822 1427 (6)L A
3 At A w89 RFMAFE] REAKA
eadsst dxsA " Bela 9t
SRS BB DSl A BB - SEERBCRY
BIERMERE EAMSE A ()L, (NDF 2L 2
2134 (quadratic function) el w43
E o4% 9 4 QI 2L Hr FAHQ
FAE et
(Gri+Grly, G, G>0

.........

.=

1+g °

m_
Tt

.........

2 Q)EYH mEsE Z2EL FEH I A
A seigniorage FH.9 #AF A ZARLLEF
F QEHoA &S AT A HA A9
R E/ZANZE W Fo] T|AFYU &
(bet/(A+g))F ES ARJAE ZEede
Aol 7|4 FAFUN &L AR #

e R EOLIE LR INECEEIERE

23
T

=

=

5) Bt} 93] @3 A §)L F Hed A
T A RAE Avjgd, 2y 2edd 24
ZAE ZEA Y Q)L Y A AFd 9
olAe F HF ] FAAAZ A=,
M SREA - HEre] 2de g Fa3
24E WEG, o] F 2d2 A2 o A
#74e AT Jov FEFTFS Adzdw
HeozAe 2. A A ALdRE o]E Bl
AAE TEAE FL 227 Ha 9,

6)
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w2} JZHol4! =4 (inflation tax) et A
9 zZZE AsHA Hed, A5 Fo Fig
BRERET a2 A (kS F7H A
HHLZ2 AEH ) 2AE REY ZART
wol Al&3te Aol A W s neF
Ak, AEAHoz A BEMELAA
A ©)F Q)R 2dHE AdEHod &
FFE 2 2dve 29 F8 HFEET
HAAB[AE doiAH FEFEANA o]
EAl A AFAH FFo] o] Fef

al

e

B

L

)

£ L

2, e &AM 9 (weak form

of fiscal dominance)

Mk HBEMEDAAE dFH oAk
MRAEEMS = shte AHAAE s
v 29 AAZ AAEY, o] e Fmih
B AEH ]2 0] HMABHFS AAA L 5§
IEMEES] fAAA Agicts SddA
o343 M2 do)m, seigniorage®] &
el 2 AR APz Fo] AEy
o] AweqezA wAdActE A A
Ao BEMEASE FEHIAYS, o3 B
Dol A& S EFEHRE (fiscal
side distortions) 3} o] 4 Barro & Gordon
(1983) etsle] <lE#HA R (inflationary
bias) ¢} HAAMAZDE FAE Aisid =4
FEFG A EH A&7 = OB EIERME
E W3 ook MBS BB HEA
BEdE AR o9& BER#ES (policy regime) &
Now FHEY AZH A5 3
ol g ME & AAIIE Ay

e ® o148 4+ & Aolth,

A

e

3

e
o o,
S
R

e}

=
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AR HBEMEDANA HABKE A&
o] &3 AJE Alele B7A AEX B
1% (short-run trade-off) & o143t a} 3},
et dEH ol E 2AFY FH = 3
o] o Zhpste] Absu] & st
71 A% A9E 3x o § Barro &
Gordon E}Ql9] Q1EZH4 REE @ EHER
E A AL d5d &KEfk TA=Z 2
o,

Min., {f(z,) Fh(m)yy? ooreeeeeeeeess 9

Ty,

st. 1+7)D,_;+G—D,= 7,

AN p=vy (20 +y!, >0
yi=®#AGNP

A3 ZA (9ol A g5e AstA
A5 dg dge] B, AA, FAF
oA BIEGNP7E AHE=El 3 9l HdH o]
< AY¥IL AEH| A& HE Aol
NA ZEAEREIRE ol83At e HA
Ao AR AA] AAFEE ey
W2 A BAEGNPE AHEst sle Aol
W  Whang(1990)el & =H 46 HE
GNPE 248 At = ZAE H3prt S
<+ BoAF3 gl

EA, A (99 diAgA = seignior-
age’t wiAlH gledl ol AA S FHEM
2do] HAE e AAGINME HA
seigniorage2] &R 7} 1 EH o] EsFF
< Adsle F8 890] obd g 9wy o]

2dol A= Barro & Gordon e}l <lZ3

-

LIRS

rir

D WAHoR AmkEds WEE At 19
27 e, 1%EAES] AkEEe Wste
@S 2718 A °F 1% WEAIA Aok,

A {R{% (inflationary bias) 7} BEEEKS 5
ARNE F9 8o Jx dth

AR, FAA y=y (=) +ylS ot
(10) 3} #e EArA 4 expectation augment-
ed F8 2 A (Phillips curve) | A =& "},

>

=

u,zu:‘-a(m-nf), @ >0 cerereerenees (10)
A7 u i ARE, w) ADAAE

A Fwae (IDF e AYALFSE

77 sl

expectation augmented IFHF=FA  (10)>
HAA y =y (m-z)) +y7 Fe2 HIHA
H old y=a - yl(y/=RE xF5FH| 2
4H45S do AEgho) YA,

o] Al Barro & Gordon® 71diwl AYE
(expectation mechanism) 8}l A} % 23 &
A (D AxRAE T3 ohg3 2o,

%:% .............................. (12)

AZA (12)F 7T dodA 7idd &3
o] o] AHIHAFFL M (rational expecta-
tion equilibrium) ol A & & <l E4 0] A2 &5}
ol & o] 43, old A (12)9 4 y./y7
& H¥(constant) el 7H7hEE &I 2o
B 4 Qldn,

« 1yt
—y—:’z:a—%"‘: a n;a’ .................. (13)
Vi e 1-u;



upeba] o Bl S HiAlstE AIE
(12) = (13)9 =734 AR
el &7ke kS HHEBMRE <vlsiA =
o, HBERNLR o] A ohEI o] A
F Aok F BRvE dEde e A4
B EME CHAEXEIRES EEMEGAE
o fEeNA o) &3taxt & Ay AdEH|A
£ HBREAS EmATE = 3hte] TR
o] 9, o FrA s 5 &K HHE
THrg A,

2e WFo R o
g3

EE (convex) 3 Heo] it&H
g H23d 5 de Ao, AEAL=
BBl HEMEDAAE ERER KK
Z3a $Fol EIR - ZEM (discretionary)
L2 d$d o Buve BEHRKNTAA @EIE
R AYERS AFdelddo] E2 AAVA
g /RS HHNeE BT glen FII
gl A oo Wt WHEM HEe] olFo1d A

ol

e A

=
=

=
=2

g ol
o

ol

I, P53y 0

(empirical test)

1. BR/HZE

FlEFAAN =28 F7HA BMBdEfre] BoR

8) MiEkel MMEredd T AMARL 2AFF
Fel o) HHIKEES olgstx 9lod o#d B
i #AMRE (oint hypothesis) & AF-=
A 7A=Z2%¥ch, Whang(1990) ol A& Bt} duHbA
ol Ao FEeBHAMHE o4 sbeAdd W
E97t o} F A glrh,
AAZ Fe Agd sloly aFH o]t
MR AEES random walkel 7H7HE SHE B
ol gltl,

9)

148

BAZ EAEHE, (1) KK EAREE T
A #AA Q) EAMAYE AL A8E
ol &dA S F 5 A& AT MKk
fiiEel diBEM AN EERER AEHH
R4 (inflationary bias) 7} 5@ 1F M5 E 2
"ol A o] Fo A= Bk HEN FAGG
TAAL BHEKES A4 flo] MREHEES
AEH ol &7 EQ] HERER 958 A5
 Bo24 gotd § qdd, old o] Frix
MAZA ] BF J1A4E AS =9 e
A, M- BRBERS EERER/T HA3
2o oA dHE 5 e A%, F BGR
Bl A=A XA, EA EERER
o] MBRERLZNE o Ax =7

o A

xo

(=]
o= T

Astel AYFAS) ARdS AHo] AA
AAREEe] Fole AN + AL 5

SRS e Ae) B 5 ale Al
BHRES 98 AALEAG AAA AR
Fostolol @ Ael shish Bk @k

(spurious regression, Granger & Newbold,

1974)9) LEBE Wilx @E Aol IHAE
A dArel 4 A A E°] random walk

=2

=
a2
= 73

w2 AV 2o 7H7kE
o AR ABRAT EAHA FE do=
sAEA e A7 FEES 7 Aoz 4
Bd F de RAeldh, AFAQA RER [
(spurious regression)®] AIH &= EL R3
t-values} oo w9 & Durbin-Watson

EAAZ JepiA He ojd dvHew @

39 2 WFED



o] 20l Corchrane-Orcutt AR(1) ZAHY
< 71Ede2 93139 stationarityE A
33 e WHelmE D W EAAS A
A S AT AHEY ovs) ¢ ") wa)
A BREWwES AT mFEH AT A
el 1z 22 DW.EAAZL b 24
ol2x U=AE FUusof 3y D W.EAA
7b Wl s ASd = Z45(differencing) i
& 59 Abge] zEHoje} dr
time-trend®] &A= = o2 Jel o FIEN

[n}§ (spurious regression) AI}E 71x & &

Uk, F A¥EAHR 2 o ARAAT A
2 ¥e F W] 727 4AF time
trendE W& A o] F HFE o] 43 34
T4 A fo AHABAE 1d 5 e
Aolch, olg FAE N4 5 A= I W
H2 2 time-trendE 3 FAEHY] HEusgz
EFAIAA time-trend7} AAY FE ke A
BRAE AHEE Zlo] f4F F QlEdH0

2

W =3k time-trende] £ o ¥} 2
Hefoll disiA BEMS AU BA9 KR
Eel dd fdAel EAAL 1A 5 9l
o}, ATl E EHHEEA A EH )%
3 R AERS 44E& 38z Mankiw
(1987), Whang(1990)°] #HAAxE w2}
time-trend¥ EZ#$A7 A EH AAE M4
Aol o] 835 time-trend A7 E§ Q)

Aol gt A%l o) AN 2

2

g

o
=

10) Joines(1985) & EBIEHS MBAFHES &
HEEEY 9949 A% BRENSZ BEL
8 ol @ W& A4t A

11) dulggr DE 1974~761712k% 1979~8137]
Zroll whalAl 18, JeiAl Z1Ake] A 02 7%
£,
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< AL AAE o4 E A},

F 2l i RBURES A2 14
o si7tet Btk (OLS) 288 &
st D W.SAA7} Savin-White Ho]E 9]
1% HE/K42] LR (upper) 71 7AE 23
g Ay 2 ARY 2Hd d4T F4H
d t-Hl2EE AA|F ol 1A Z2AA] A
a(coefficient) 7} IES] ¥3 & /1A EAY o
Fol gt Bl ES 5%k %) 2k 10% (%)
o] FEAk¥c2 AXNII(H :B8=0 uvs.
H :pg>0)., 7HE7A ] AL 1972~89

P

El

e

B

(=]

o] felvbet AAleln AEA|H gL 2|
AN 4 (CPD S GNPHE#olE 7z

2, MBAEES BR, mHR 9 HEKA
2] GNPel| dig uj$2 EAs93, RHEK
AL (ke /(14 g)) ARt ag B4
LRE FEERYS HEEEOM) MdE A4
s, 22z A4 IAAEHdE F459
TE ALY dEHLE/ZANEE vE

(Ao BEMEL) I dEHN2 & (N2

F 4w

BEMED) ] 9EE F TIFEY 344
g B AAs] S ERBIES

el deds (D) S AHE s e,

2. MExe| @ dol cist
BRREE

2RBFOE G e EARIE A M

el el AR EAGRl AT B
£ 9% aeaA e An%e ded 2,

PR SR T A A

a2



(m/7)=-0.395 +0.649 D:
(-1.40)  (3.66)

+10.99 (IR A HLER) ,
(2.83)*"

R*=0.82 D.W.=2.46

o, ()2 8AF.

(2) = :CPl 7%, MER BMEoz B
FIRA LA A AL

(/%) =-0.263 +0.822 D;-0.049 Time
(-0.27) (5.74) (-2.89)

+5.50 (BRFMALLZR),
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Summary

A Test for Nonlinear Causality and Its Application to Money,
Production and Prices

Baek Ehung-gi

The purpose of this paper is primarily to introduce a nonparametric statistical tool
developed by Baek and Brock to detect a unidirectional causal ordering between two
economic variables and apply it to interesting macroeconomic relationships among money,
production and prices. It can be applied to any other causal structure, for instance, defense
spending and economic performance, stock market index and market interest rates etc.
A key building block of the test for nonlinear Granger causality used in this paper is
the correlation. The main emphasis is put on nonlinear causal structure rather than a
linear one because the conventional F-test provides high power against the linear causal
relationship. Based on asymptotic normality of our test statistic, the nonlinear causality
test is finally derived. Size of the test is reported for some parameters. When it is ap-
plied to a money, production and prices model, some evidences of nonlinear causality
are found by the corrected size of the test. For instance, nonlinear causal relationships
between production and prices are demonstrated in both directions, however, these results
were ignored by the conventional F-test. A similar results between money and prices
are obtained at high lag variables.

A Simple Test for Optimal Fiscal and Monetary Policy Regimes:
The Case of Korea

Whang Seong-hyeon

The optimal choice of the tax rate and the inflation rate framework is extended
to yield relevant interpretations for the optimal fiscal and monetary policy regime in
Korea. To study the relationship between the government budget and monetary growth
in different environments of policy coordination, two models assuming different degrees
of fiscal dominance are developed. By modelling differing institutional arrangements of
the fiscal and the monetary authority from an optimal government finance viewpoint,
we find the optimal relationship among some important fiscal and monetary variables.
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Summary

By testing the existence of the relationship empirically, we find the characteristics of
the optimal policy-mix regime in Korea.

The first model—the strong from of fiscal dominance—studies the optimal collec-
tion of seigniorage in a period-by-period optimization with standard assumptions on the
income velocity of money, deriving a general testable result: the optimal inflation/tax
rate ratio co-vary with the marginal revenue ratio. The second model—the weak form
of fiscal dominance—studies an implication of the inflationary bias of discretionary
monetary policy in the presence of fiscal side distortions. This model shows that the
tax rate and the inflation rate can have a positive correlation.

Empirical tests of the theoretical results are done for the Korean economy for
1972-1989 period. The test results show that the macroeconomic policy regime in Korea
can be characterized by the strong form of fiscal dominance, implying the importance
of the government budget in explaining money growth and inflation.

Prospects for North Korea’s External Opening Policy and
North-South Korean Economic Relations

Yeon Ha-cheong
Kim Hyong-won

The promotion of economic exchange and cooperation between North and South
Korea is significant in two ways. First, the pursuit of economic interest can lead gradual-
ly to the unification of the national economies. Second, economic relations can serve
as the first stride toward political reunification.

There are, however, many difficulties in conceiving a strategy for economic coopera-
tion between North and South Korea because of their differences in ideology and socio-
economic system. Under these circumstances, a bid by either the North or the South
to consider its specific ideology or socio-economic system absolute and to impose them
on the other side would inevitably lead to confrontation and collision and deepen the
division of the country. Therefore, steps to expand and develop economic and
technological cooperation and comprehensive exchanges between the North and the
South, with due regard to the development of bilateral relations, are in full accord with
the interests of the both sides.

It is clear that North Korea's changing attitude toward its environmental conditions
is neither a policy of opening nor an ideological shift toward pragmatism, as has occur-
red in the Eastern European countries. Instead, it is a temporary tactic for breaking out
of the economic stagnation caused by its rigid economic structure. In this light, we must
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