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Research the Effect of Fiscal Policy and Monetary Policy on the Employment
and Economic Growth in Developed Countries

Based on the Estimation from Random — Coefficient Vector Autoregression Model

MOU Junlin'  WANG Yang’

(1. Institute of Labor and Economics Capital University of Economics and Business Beijing 100070 China;
2. Institute for Social Development National Development and Reform Commission Beijing 100077 China)

Abstract: From the Financial Crisis in 2008 till nowadays can the economic stimulus dominated by super ea—
sing monetary policy with the supplement of proactive fiscal policy which has been applied by developed countries
realize employment growth and economic recovery? Based on the quarterly macro data of 24 advanced countries and
the estimation from random — coefficient vector autoregression model it is found that: Firstly the expansive fiscal
policy of the increasing of government consumption will promote employment and economic growth of developed
countries. Secondly the expansive monetary policy of the increasing of money supply will promote economic growth
but impede employment growth of developed countries. Thirdly different from the expectation of Keynesianism and
Monetarism theory the near zero interest rates harbored by many developed countries will impede employment
growth and economic growth of developed countries. The policy enlightenment of this study is that fiscal policy mo—
netary policy have their own advantages in promoting employment and economic growth therefore government should
match expansionary fiscal policy and expansionary monetary policy reasonably according to the controlling target of
promoting employment and economic growth and use the near zero interest rates of monetary policy carefully.

Key words: fiscal policy; monetary policy; employment; economic growth; random — coefficient vector autore—

gression model



