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Table 1: Imperfect Commitment and the Degree of Inertia in Interest Rates

Highest o implying
K/O . . .
super-inertial behavior

.05 21
1 27
.15 32
.20 .36
25 .39
.30 42

Table 2: Comparison of Estimated Rules with Theoretical Rules under Imperfect

Commitment.
it-1 it2 Tt Xt X t-1
ESTIMATED 1.16 -0.43 0.42 0.30 -0.03
a=0 2.16 -1.01 0.64 0.33 -0.33
T a=.1 1.94 -0.82 0.64 0.33 -0.30
H a=.2 1.73 -0.65 0.64 0.33 -0.26
(F; 0=.3 1.51 -0.49 0.64 0.33 -0.23
R o=.4 1.30 -0.36 0.64 0.33 -0.20
E 0=.5 1.08 -0.25 0.64 0.33 -0.17
T 0=.6 0.86 -0.16 0.64 0.33 -0.13
I a=.7 0.65 -0.09 0.64 0.33 -0.10
g 0=.8 0.43 -0.04 0.64 0.33 -0.07
L 0=.9 0.22 -0.01 0.64 0.33 -0.03
a=1 0.00 0.00 0.64 0.33 0.00




Table 3: Structural Estimate of the Instrument Rule

a A Ai

0.51 0.087 0.98

Greenspan (0.04) (0.042) (0.47)

0.53 0.11 0.9

Volcker (0.09) (0.12) (1.1)

0.71 0.11 0.53
Burns (0.06) (0.05) (0.23)

Structural Change p-values

Greenspan-Volcker 0.43 0.88 0.86
Greenspan-Burns <0.01 0.87 0.32
Volcker-Burns 0.023 0.99 0.069

Note : Samples are Greenspan 1987:3-2003:4, Volcker: 1982:3-1987:2, Burns: 1970:3-1978:2



