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Abstract

One of the most challenging issues related to the monetary policy is
the causes and origins of inflationary shocks and biases. There are two
approaches to the monetary policy in general: first, monetary policy
based on discretion, and second, monetary policy based on a specific
rule. Economists of New Classical School believe that monetary
policy should be based on a monetary rule. Accordingly, the cause of
inflationary shocks and biases can be considered as a violation of the
monetary rule. They believe that economic agents make their
expectations rationally. Therefore, an announced monetary policy will
not have a real impact and will only cause inflation. As a result, an
economists' effort could be to explain the government's motives for
violating the monetary rule and to make policy recommendations
based on it. This article tries to provide a new solution to the problem
of violation of the monetary rule by using a special type of mechanism
so called "Clark mechanism™ (pivotal or person-centered mechanism)
as well as designing micro-bases for the government behavior and
rational agents and relying on the issue of government reputation.
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