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Does inflation targeting improve fiscal discipline?
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4. Conclusion

In the beginning of the 90’s, a new framework for the conduct of
monetary policy emerged, namely Inflation Targeting (IT). Ever
since, there has been a spectacular increase in the number of
countries having decided to use IT as their monetary system, to the
point where Rose (2007) stated that inflation targeting was the
cornerstone of the new international monetary system. These ideas
find substantial support in a very recent strand of influential papers,
emphasizing remarkable performances of IT regimes, regarding both
monetary policy variables (inflation, interest rate), and the real
economy (growth volatility).
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