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Eq53} Eq6ol 723ty

(E 2) MeelolEE(5)2t elZ2old el

Random Effects Fixed Effects
Eql Eq2 Eq3 Eq4 Eq5 Eq6 Eq7 Eq8
OPN 0.043 0. 047 0.236*** 0.269***
(0.038)  (0.038) (0.096)  (0.096)
OPNL 0.063**  0.065"* 0.329*** 0.368***
0.031)  (0.031) 0.074)  (0.074)
-0.007**  -0.007* -0.008** -0.007**: -0.006 -0.006 -0.016  -0.016
PCY
(0.004)  (0.004)  (0.004)  (0.004) = (0.020)  (0.020)  (0.019)  (0.019)
-0.080  -0.076  -0.089* -0.084* \ -0.066  -0.059  -0.087  -0.082
GOV

(0.053)  (0.053)  (0.053)  (0.052) = (0.066)  (0.065)  (0.065  (0.064)
0.020%** 0,018 0.021*** 0.019*** 1 0.016*** 0.011*  0.012**  0.007

LXH (0.005)  (0.005  (0.005  (0.005) = (0.006)  (0.006)  (0.006)  (0.006)
TRA -0.005*** -0.004*** -0.005*** -0.004***:-0. 008" ** -0. 008*** -0.008"** -0.008***
(0.001)  (0.001)  (0.001)  (0.001) = (0.002)  (0.002)  (0.002)  (0.002)
5 0. 048*** 0. 049*** 0. 072%** 0.072"**
(0. 020) (0.019) (0.022) (0.022)

TR T AR 10%, 5% 2R3 1% StelM el vEhd. 23 k2 B
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HW, Al 712dse] 2ydvs 34 g2A] gewA, Al so AL
e 7Kt R () 2 1% sl Fol & Helx givth olgd Ad= oPN
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T8 fros Btk teow ny ARyl 23 (Eq5~Eqd) & BH, 1 F



ool
o]

°

1%

gle] 7Hdd

T

A~
T

o
| mEhow ¥

- o

b 1Zdold &3 23

N o

Z_l
o wet 7 AAA A

1 6] Al

3

9713}
o,

[e]

J

1o
A
o

=
-

=]

A
hs

tel7} SA71
.]

S
olut A&

A}
2}
Fed

1

AT} i

=
T

=X TSR

1=
R

1 w2 Yotk 2ela o

39

2
&

i

<]
A

18] o] A)3
= Uehsith

&
LA

o

]

X

A=)
=

A el
Aedo AMGele] AZEa7 2] ojate]

o)Al glolA AR}

=
o
ol
iy
i
™
E

)
s

3t

2

% o
| 29

o]

=3
zﬂo

12
L

=

1] 1wk Abe) A

o]# A4 Kim and

=51

Fvls) 2,
d

hi4

H} Stk

£<]
1

R4

kil
Ll

°]n|

e EGZAE 97} old Aolgte

[e]
e

L

L

R

12k A

A A © 2 (at the margin) A}

o Sispr GAA% 71ee] & Eoln 7]l

o~

1.

o] wIAA Bl 2AFTo A FANAIGEAT AT

sAagel
—13;‘::‘!‘
6—___

2
kg g]o] AfelelEErt o A

A

Ll
=

1°
B

S

oy

nMO

4
o

4=

AR, FAHeR 27 Q

o

]

=

1

e

EUYE,

=
=

Kim and Kim (2007) & Az}

sl

sl

Q1 Z o] 4

o

—_—

J_AO
3

St &

=7

o|EEs}

gl

4 A



A

S Y

Eigi e K]

3}, 9]

T

A

a7 4

sfet. tso] A7l

el 3o

sl

o

7N

shok sk

?l,

Rzl

oA B% aejeld. 22 s

= 3z
— ™

| Rlo]e}
#uzdolng, 24 yrel v}

F8

R

247

hi4

@ AP B 2REY BYUE v}

AMILA (accountahility)

o AAG

=l

sl
)
ol
i

o)
)

—_
o

(incentive compatibility) ©|

Willet and Keen (1990, p.13)

ohe 2] 2 28Il o

o
T

BAge] A4l dzo &

4

=T

oltt. ™l

—_—

7} B2 Ao Apeld. Yol Az ¢

%1 ©
Zh8-

]
AX G A7 AE AN AA |

=l

BAES Bet

1
.

&

oA A

=

[e]
7te

|

h4

3k A

o]

o me

1
R

o ARz AAAA £8S Teld)

BN

ok

X

—

oy

o

ol
KR

m:%



10.

11.

12.

13.

14.

s 2500 BEAAT AZdold &7 25

m AT

Ho
rok

A - LT - A, Aol Ty AYF:
52(2), 2004, pp.67-90.

(Translated in English) Kim, Inbae, Iljoong Kim and Yunseob Kwon, “Inflation and the
Central Bank’s Retained Profits: A Bureaucratic Approach,” Kyong Je Hak Yon Gu, Vol.
52, No. 2, 2004, pp.67-90.

A0 - LS - v, o Bl #AERQ 2! o] 9 AZEM," TFFAA,,
6(2), 2001, pp.237-277.

(Translated in English) Kim, Inbae, Iljoong Kim and Sungkyu Park, “A Bureaucratic

Model of Korean Monetary Policy,” Korean Journal of Public Economics, Vol. 6, No. 2,
2001, pp. 237-277.

Acheson, K. and J.F. Chant, “Bureaucratic Theory and the Choice of Central Bank
Goals: The Case of the Bank of Canada,” Journal of Money, Credit, and Banking, Vol.
5, 1973, pp. 637-655.

B4 A2 TARAT,

ofl

. Antinolfi, G., E. Juybens and T. Keister, ‘Monetary Stability and Liquidity Crisis: The

Role of the Lender of the Last Resort,” Journal of Economic Theory, Vol. 99, 2001,
pp. 187-219.

Barro, R.J. and D.B. Gordon, ‘Rules, Discretion and Reputation in a Model of Monetary
Policy,” Journal of Monetary Economics, Vol. 12, 1983, pp. 101-121.

Barzel, Y., Economic Analysis of Property Rights, Cambridge: Cambridge University
Press, 1989.

Beckerman, P., “Central-Bank Decapitalization in Developing Economies,” World
Development, Vol. 25, 1995, pp. 167-178.

Boyes, W., W. Mounts Jr. and C. Sowell, “Monetary and Fiscal Constitutions and the
Bureaucratic Behavior of the Federal Reserve,” Public Finance Review, Vol. 26, 1998,
pp. 548-564.

Caporale, T. and K. Grier, “A Political Model of Monetary Policy with Application to the
Real Fed Funds Rate,” Journal of Law and Economics, Vol. 41, 1998, pp.409-428.

Chant, J. and K. Acheson, ‘The Choice of Monetary Instruments and the Theory of
Bureaucracy,” Public Choice, Vol. 12, 1972, pp.13-33.
Dincer, N.N. and B. Eichengreen, “Central Bank Transparency: Where, Why, and With
What Effects?” NBER Working Paper, No. 13003, 2007.

Dobrynskaya, V.V., “Asymmetric Price Rigidity and the Optimal Interest Rate Defense of
the Exchange Rate: Some Evidence for the US,” Journal of Policy Modeling, Vol. 30,
2008, pp. 713-724.

Eijffinger, S. and P.M. Geraats, ‘How Transparent Are Central Banks?,” European
Journal of Political Economy, Vol. 22, 2009, pp.1-22.

Fischer, S., “On the Need for an International Lender of Last Resort,” Journal of
Economic Perspectives, Vol. 13, 1999, pp. 85-104.



26

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

<

FERETTE A 57 A3 &

Friedman M., A Program for Monetary Stability, New York: Fordham University Press,
1960.

Friedman, M., “Monetary Policy: Theory and Practice,” Journal of Money, Credit, and
Banking, Vol. 14, 1982, pp.98-118.

Friedman, Milton, ‘Lessons from the 1979-82 Monetary Policy Experiment,” American
Economic Review, Vol. 74, 1984, pp. 397-400.

Geraats, P.M., “Central Bank Transparency,” Economic Journal, Vol. 112, 2002,
pp. 532-565.

Goodfriend, M. and R. King, ‘Financial Deregulation, Monetary Policy and Central
Banking,” in William, H.S. and R. M. Kushmeider (eds), Restructuring Banking and
Financial Services in America, Washington D. C.: American Enterprise Institute, 1988.

Goodhart, Charles, “The Conduct of Monetary Policy,” The Economic Journal, Vol. 99,
1989, pp. 293-346.

Granato, J., M. Lo and M.C.S. Wong, ‘Testing Monetary Policy Intentions in Open
Economies, " Southern Economic Journal, Vol. 72, 2006, pp.730-746.

Hakkio, C.S. and G.H. Sellon Jr., “The Discount Window: Time for Reform?,” Federal
Reserve Bank of Kansas City, Economic Review, Vol. 6, 2002, pp.65-20.

Havrilesky, T. and J. Granato, ‘Determinants of Inflationary Performance: Corporatist
Structures vs. Central Bank Autonomy,” Public Choice, Vol. 76, 1993, pp.249-261.

Holzer, H.]. and E.B. Montgomery, ‘Asymmetries and Rigidities in Wage Adjustments
by Firms,” The Review of Economics Studies, Vol. 75, 1993, pp. 397-408.

Kane, E., “Bureaucratic Self-Interest as an Obstacle to Monetary Reform,” in  Mayer, T.
(ed.), The Political Economy of American Monetary Policy, Cambridge: Cambridge
University Press, 1990.

Kaufman, G.G., ‘Lender of Last Resort: A Contemporary Perspective,” Journal of
Financial Series Research, Vol. 5, 1991, pp. 95-110.

Kim, I. and I. Kim, “Endogenous Selection of Monetary Institutions: With the Case of
Discount Windows and Bureaucratic Discretion,” International Review of Law and
Economics, Vol. 27, 2007, pp. 330-350.

Kurz, M., H. Jin and M. Motolese, “The Role of Expectations in Economic Fluctuations
and the Efficacy of Monetary Policy,” Journal of Economic Dynamics and Control, Vol.
29, 2005, pp. 2017-2065.

Kydland, F.E. and E.C. Prescott, ‘Rules Rather Than Discretion: The Inconsistency of
Optimal Plans,” Journal of Political Economy, Vol. 85, 1977, pp. 473-491.

Meulendyke, A., ‘Reserve Requirement and the Discount Window in Recent Decades,”
Federal Reserve Bank of New York Quarterly Review, 1992, pp. 25-43.

Niskanen, W., “Bureaucrats and Politicians,” Journal of Law and Economics, Vol. 18,
1975, pp. 617-644.

Peltzman, S., ‘Prices Rise Faster Than They Fall,” Journal of Political Economy, Vol.
108, 2000, pp. 466-502.

Peristiani, S., “The Growing Reluctance to Borrow at the Discount Window: An Empirical



34.

35.

36.

37.

38.

39.

40.

ot 2AgTe] dRfel ASHold &R 27

Investigation,” The Review of Economics and Statistics, Vol. 80, 1998, pp.61-620.
Romer, D., “Openness and Inflation: Theory and Evidence,” Quarterly Journal of
Economics, Vol. 108, 1993, pp. 869-903.

Schwartz, A., ‘The Misuse of the Fed's Discount Window, Review - Federal Reserve
Bank of St. Louis, Vol. 74, 1992, pp. 58-69.

Shughart, W. and R. Tollison, “Preliminary Evidence on the Use of Inputs by the Federal
Reserve System,” American Economic Review, Vol. 73, 1983, pp. 291-304.

Toma, M., “Inflationary Bias of the Federal Reserve System: A Bureaucratic Perspective, "
Journal of Monetary Economics, Vol. 10, 1982, pp. 163-190.

Tullock, G., “The Welfare Costs of Tariffs, Monopolies and Theft,” Western Economic
Journal, Vol. 5, 1967, pp. 224-232.

Verbrugge, R., A Cross-Country Investigation of Macroeconomic Asymmetries, VPI&SU
Working Paper, 1998.

Willett, T. and E. Keen, “Studying the Fed: Toward a Broader Public Choice
Perspective,” in Mayer, T. (ed.), The Political Economy of American Monetary Policy,
Cambridge: Cambridge University Press, 1990.



LEEEY

(B AD A2

X A ALY

45, ﬁﬁl Awrt 19~ 12907, 237 48 F7H (9
2, oaﬂ}tﬂ 1, oRE, FHlE, Wz, TF HEER)
o: =9 2001d FAAEE 2002d 28 Lol B4

- 2SS IFS line 14a+14c9 &

GDP
(IFS line 99.h)

- o,

oAl EZxtolt, Lufufol, diwh, Higinl, HMHlEA wlAEUol &
Zgof, FH, IR, UAE, HvFdete 2 $428 AAEDA Z2
World Bank®] World Development Indicators A% ©]-&-

CPI (2000=100)
(IFS line 64)

- opal,

opd|Znlolt, Fg UAE, tiihe Y3 dAxlEure ARS

°]$-

- 20009 278 US$ = =4,
-4 AwmsEE ®AE GDPE

QT4 (IFS line 992) 2 Uro] 219
GDP (=GDPC) & T3 F, GDPC*(100/CPD) *eqnp0 2 Al (1714 ey &
FlelM e A=ge /US§ &),

e
(IFS line rf)
FE
IEFS line 70
UES ine 701 ooy opelols, 19, UAES F9hed dxpand Wl
TH
(IFS line71)
HAGGFA | - 71BH SR IFS cCSDE o83t e, 287t e 49 aNLBE ©] 4.
(IFS cCSD | - o}Ful opxlZulolzt, WaElgAl, ¥x|, Y, spEYel, Frpol, 4
o o A Bole %’“*"&fﬁg AR M AR,
aNLB) - ol dulyol A (Institute of Statistics) AH&.




ot 2AgTe] dRRlH ASHold &R 29

Bureaucratic Choice of Monetary Instruments and Its

Consequences

Inbaec Kim™ - Iljoong Kim**

Abstract

This paper estimated the inflation bias of the discount windows as a
monetary instrument. Kim and Kim (2007) showed that there is a significant
difference between the open market operations and discount windows, which
are often treated as ‘indifferent in the economics textbooks, from the
bureaucratic perspective of the central bank, and proved that central bank’s
dependence on the discount windows is related to its discretionary power over
the monetary policy. This paper extends Kim and Kim (2007) and shows that
higher dependence causes larger monetary fluctuation, which under the
downward rigidity of the price level results in inflation bias. This finding will
provide a beneficial implication for establishing the meaningful independence of
the central bank.
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