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A Literature Survey of Time-inconsistency Problem in Economic Policy

Yusuke Kinai

In this paper, we survey the literature on the time-inconsistency problem, which means that,

policies that were determined to be optimal at the initial point are no longer optimal later in

time. Over the lact two or three decades, the issue of time-inconsistency problem in economic

policy has been extensively analyzed in the context of (1) differential game, (2) commitment

problem, and (3) political economy. This paper provides a survey on the time-inconsistency

problem from the above three approaches and points out the problems to be analyzed in the

future. Moreover, we investigate the problem’s application.
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