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Abstract: We investigate the monetary policy under the assumption that the capital market was open while the ex change rate was
fixed. Our purpose is to find whether it is gill possible for the economy in this case to keep the effective monetary policy for
stabilizing the domestic economy. For this, we suggest two instiutional restrictions. Given the restrictions, we demonstrate that the
monetary policy can still be effective. The implication of such an nsitutional design in exchange rate regime is also discussed with
special reference to a small and less developed economy.
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Abstract: The effectiveness of emission reduction policy lies on the endogenous demands for change n growth pattem and
requirement for better envionment. Only when economic development moves to the stage at which economic growth becomes
productivity- driven, can the policy package aimed to significantly reduce greenhouse gas emission be incentive- compatible with the
development motivation of local governments and behavior of enterprises. By estimating the Environment Kuznets Curve, which
predicts the turning point of emission from increase to decline, this paper examines the induced need for the Chinese economy to
mplement emission reduction strategy. The results show that it is not enough to wait for the tuming point to come, unless the policy
mplementation can be further sirengthened in order to make incentive compatible among the central and local governments,
enterprises, and people.
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