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! The evolution of the model is treated in detail in Darity & Young (2004). Representative of
the full version of the model are Fleming (1962) and Mundell.()31Y)
2 The dominant policy paradigm for studying open-economy monetary and fiscal policy issues’
(Obsteld & Rogoff, 1996, p. 609).
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Early versions of what became the Mundell-Fleming model are found in Fleming (1962) and Mundel (1963). A
thorough history of the development of the model is found in Darity and Young (2004). Taylor has persuasively argued
that the fixed/flexible dichotomy is invalid in theory and practice (Taylor 2008). This paper accepts the distinction for
purposes of inspecting the validity of Mundell-Fleming within the rules of the model.
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Effectiveness of Monetary Policy: An Adjusted Mundell-
Fleming Model - A Case Study of Kuwait

Abstract:

This research aimed to study the effectiveness of monetary policy in
Kuwait using the adjusted Mundell-Fleming model, focusing on the
impact of a flexible exchange rate and free movement of capital, and
analyzing its effect on the local economy. Data was collected using
quarterly data for Kuwait from the first quarter of 1982 to the first
quarter of 2017. The research found that the effectiveness of monetary
policy in Kuwait depends on the parameters of import elasticity and
trade flexibility, where effectiveness can be low under a floating
exchange rate and free movement of capital. The study results showed
that the effectiveness of monetary policy is significantly affected by the
parameters of marginal propensity to import and trade elasticity. The
research recommended that the effectiveness of monetary policy in
Kuwait relies heavily on the value of the marginal propensity to import
and trade elasticity. The study emphasizes that the local monetary
system should consider the impact of the exchange rate on local prices
to achieve effective economic stability, suggesting the importance of
adjusting economic policies according to local and international data.

Keywords: Effectiveness of Monetary Policy; Mundell-Fleming Model;
Kuwait
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