As a tool in the hand of govern-
ments, the fiscal-monetary policy has
two functional features:

- It helps the government inter-
vene in the economy: adjusting the
distribution of resources, income and
wealth; and stabilizing macroe-
conomic situation.

- It is the instrument for eco-
nomic intervention of the govern-
ment based on the market mecha-
nism and its laws.

With these two features, the size
and order of importance of targets in
different periods are set forth differ-
ently by governments. Therefore,
each nation has its own fiscal-mone-
tary policy. But we can consider basic
functions of the fiscal-monetary pol-
icy as a basic model, and its variants
as specific models. Although all these
specific models are based on the mar-
ket economy and their implementa-
tion is legalized, but they always re-
flect economic and social conditions,
traditional culture and national cus-
toms of a nation, along with national
institutions, government’s strength,
social contradiction in an economy at
a given period. Thus, these models
show us different characteristics in
ways of implementing the fiscal-
monetary policy in modern market
economy. The following are some fea-
tures of the fiscal-monetary policy of
certain market economies.

1. The fiscal-monetary policy in Ameri-

. can “short-term economic adjustment”

model

The outstanding feature of the
American model is that the govern-
ment always uses economic instru-
ments to intervene in the economy.
The main instrument is the fiscal
volicy. The most common measures
taken are funding, giving financial
support and reducing taxes. In the
monetary policy, the US government
intervenes through the Federal Re-
serve System by setting reserve re-
quirements, discount rate and func-
tioning the Federal Open Market
Committee. The coordination of fiscal
policy and monetary policy in the
American model is considered as a
good example for the short-term eco-
nomic adjustment, and in fact, it has
helped with preventing economic cri-
ses and securing stable development
of American economy since the end of
the World War 11.

2. The fiscal-monetary policy in Japa-
nese military-civil economy model

Based on the tradition of close
cooperation between civil companies
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and the government, all economic
policies in general, and the fiscal-
monetary policy to be precise, re-
sulted from the agreement between
the government and business circle.

Unlike the American model, the
Japanese (and French) way of inter-
vention is based on short- and me-
dium-term orienting plans for devel-
opment. The fiscal-monetary policy is
used to support the development of
companies (tax policies, credit supply
from public finance organizations). In
addition, the Japanese government
has its own plans of investment (in
building roads, ports or sewerage,
ete.)

3. The fiscal-monetary policy in the Ger-
man “Social market economy” model

In this model, the government
intervenes to struggle against monop-
oly and increase effects of the market
mechanism. The fiscal-monetary pol-
icy aims at stabilizing the market
prices and value of the domestic cur-
rency. So the policy takes the firm
control over the money supply as the
most important condition for the nor-
mal operation of the economy. The
federal central bank has the task of
controlling the amount of money
available in circulation, keeping the
money supply in proportion to the
growth rate in order to prevent in-
crease in prices.

The fiscal policy is attached to
economic plans in which balance-of-
payment equilibrium is considered as
one of the four most important objec-
tives (the other three are: price sta-
bilization, reasonable economic
growth and full employment). In ad-
dition, the government through its
public finance and state enterprises,
can affect the economy by building
socio-economic infrastructure and
giving support to the development of
the private sector.

4. The fiscal-monetary policy in the
French planned economy model

Planning is the striking feature
of the French government’s interven-
tion in the economy. Since 1947, ten
medium-term plans have been exe-
cuted in France. Although these plans
aren’t orders given by the govern-
ment (they are only guidelines) but
each plan always sets forth different
objectives and priorities. The French
fiscal-monetary policy thus is based
on these plans and supports them. In
their turn, these plans are considered
as instruments to offset shortcomings
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as instruments to offset shortcomings
of the market mechanism.

In this model, the government
pays a lot of attention to the public
sector. In 1979, the government offi-
cials working in the public sector
represented 10.5% of total employees,
revenue of state enterprises repre-
sented 13% of GNP and investment
of state enterprises represented
30.5% of gross investment. France is
the first nation that applies the VAT
and at present, nearly 80 nations
follow in its footsteps.

5. The fiscal-monetary policy in British
“ownership” model

The striking feature in British
government regulation since the
World War II is that the nationaliza-
tion alternated with privatization as
the government alternated between
the Labor and the Conservative
Party. In this alternation of owner-
ship, many instruments and meas-

:
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ures are taken but the most important
one is the fiscal-monelary policy.
Privatization is the process of
transferring certain industry from
public to private ownership. On the
other hand, nationalization occurs
when the government replaces pri-
vate persons as investor in certain
industries of low prefitahility with a
view to securing the stable growth
rate. Thus we can consider it as a
specific method of regulating the
economy of the British government
which is different from other methods
applied in other market economies.

6. The fiscal-monetary policy in the Ital-
ian “participation” model

The Italian way of intervening in
the economy of the Italian govern-
ment is characterized by the partici-
pation of the government in big com-
panies, usually by means of buying a
large proportion of shares. Compa-
nies with state participation usually

sell shares, bonds or borrow short-
and medium-term loans from the gov-
ernment in order to increase their
capital.

As a holder of a large proportion
of shares, the government can ap-
point somebody as a director of the
company and orient the company to-
wards realization of planned targets
set forth by the government. In Italy,
companies with state participation
play an important role in the econ-
omy, they attract over 50% of total
capital investment of the nation in
the 1970s and 1980s. Thus the gov-
ernment, by buying a large proportion
of shares of leading companies, can
affect the economy.

7. The fiscal-monetary policy in the
Swedish “welfare state” model

The Swedish government gives
top priority to the welfare of the
people, especially in matters of social
security, education, health and hous-
ing. Thus, the fiscal-monetary policy
of the Swedish government aims at
increasing aggregate demand by in-
creasing governmen! expenditure for
social benefits. The annual public ex-
penditure of Sweden can reach over
50% of GNP, so the government
should take many measures to trans-
fer a large percentage of GNP to the
public treasury.

Because supply of social benefits
is considered as the main target of the
economic policy, the public sector in
Sweden is developed well. Moreover,
the government takes many meas-
ures (supply of funds for example) to
encourage the development of the pri-
vate sector. The government can pro-
vide with funds to businesses in some
cases of loss, factories producing
goods for export, enterprises of small
and medium scale or gives subsidies
to certain businesses and products.

In short , in the modern market
economy, the fiscal-monetary policy
is used by governments as an instru-
ment of economic regulation with a
view to orienting economic activity
towards planned targets. In each
stage of development, there are al-
ways different socio-economic tar-
gets, so the fiscal-monetary policy of
a nation will change over time in
order to become appropriate to spe-
cific conditions. This makes the mod-
ern economics more diversified and
supplies numerous practical knowl-
edge to policy-markers who want to

. make fiscal-monetary policy for their

countries, especially ones (such as
Vietnam) which are backward and in
the transition to the market
economy®





