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 This book studies the dynamics of monetary and fiscal interactions in the 
Euro Area. The policy makers are the European Central Bank and national 
governments. The primary target of the ECB is low inflation. And the primary 
target of a national government is low unemployment. However, there is a short-
run trade-off between low inflation and low unemployment. Here the main focus 
is on sequential policy decisions. Another focus is on simultaneous and 
independent policy decisions. And a third focus is on policy cooperation. There 
are demand shocks, supply shocks, and mixed shocks. There are country-specific 
shocks and common shocks. The key question is: Given a shock, what are the 
dynamic characteristics of the resulting process? 
 
 The present book is part of a larger research project on European Monetary 
Union, see the references given at the back of the book. Some parts of this 
project were presented at the World Congress of the International Economic 
Association, at the International Conference on Macroeconomic Analysis, at the 
International Institute of Public Finance, and at the International Atlantic 
Economic Conference. Other parts were presented at the Macro Study Group of 
the German Economic Association, at the Annual Meeting of the Austrian 
Economic Association, at the Göttingen Workshop on International Economics, 
at the Halle Workshop on Monetary Economics, at the Research Seminar on 
Macroeconomics in Freiburg, at the Research Seminar on Economics in Kassel, 
and at the Passau Workshop on International Economics.  
 
 Over the years, in working on this project, I have benefited from comments 
by Iain Begg, Michael Bräuninger, Volker Clausen, Valeria de Bonis, Peter 
Flaschel, Helmut Frisch, Wilfried Fuhrmann, Franz X. Hof, Florence Huart, 
Oliver Landmann, Jay H. Levin, Alfred Maußner, Jochen Michaelis, Reinhard 
Neck, Manfred J. M. Neumann, Klaus Neusser, Franco Reither, Armin Rohde, 
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Sergio Rossi, Gerhard Rübel, Michael Schmid, Gerhard Schwödiauer, Dennis 
Snower, Egbert Sturm, Patrizio Tirelli, Harald Uhlig, Bas van Aarle, Uwe 
Vollmer, Jürgen von Hagen and Helmut Wagner. In addition, Arne Hansen and 
Christian Gäckle carefully discussed with me all parts of the manuscript. Last but 
not least, Christine Bergner did the secretarial work as excellently as ever. I 
would like to thank all of them. 
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