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The Policy Coordination Thought of the Macro-policy
Trinity Theory and Its Enlightenment for China:
Comparison Based on Three Theories

Chen Xiaoliang Wu Tao

Abstract: Since the global financial crisis in 2008, the monetary and fiscal policy space

of major economies has significantly narrowed. In this context, people have conducted
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some beneficial explorations to strengthen policy coordination, which not only altered
the traditional understanding of policy coordination in macro policy theories, but also gave
rise to or developed two theories: modern monetary theory and the Macro-policy Trinity
theory. This paper systematically reviews and compares the main ideas and basic
viewpoints of the three theories regarding policy coordination. There are significant
differences among the three theories in terms of main objectives, primary tools, core
mechanisms, and feasibility. Overall, traditional Macro-policy theory and modern monetary
theory focus on enhancing the coordination between stability policies such as monetary
policy, fiscal policy, and macroprudential policy to achieve short-term stability goals
such as economic stability and financial stability. In contrast, the Macro-policy trinity
theory not only emphasizes enhancing coordination between stability policies, but also
emphasizes the coordination between stability policies, growth policies, and structural
policies, in order to achieve three categories of goals: short-term stability, long-term
economic growth, and economic structure optimization. Currently, the Chinese economy
faces not only the problem of insufficient effective demand but also deeper issues such as
insufficient growth momentum and economic structural imbalance. The applicability of
the Macro-policy Trinity theory to the real problems of the Chinese economy is stronger,
providing decision-making reference for enhancing the macro policies orientation consistency
in the future.
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