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Abstract

The main objective of this scientific paper is to reveal the relationship between the mixed economy and achieving
economic efficiency. The topic is current, since the problem of mixed economy and ways to generate economic efficiency
issues are facing each national economy, which is characterized by similar economic system. The attention is focused on
key problem areas: the theory of market scarcity; natural monopolies and the need for government regulation; externalities
and how to neutralize them; overcoming information asymmetry causing restructuring of market relationships. The empha-
sis is placed on formation of special economic functions of the state in accordance with the global cyclical changes and

research of the triad “state-economy-society”.
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Introduction

Because of its economical nature, we define
that Many factors have determined the need for spe-
cific reforms, if capitalist economies aim to work effi-
ciently and to meet human economic needs in the
XX century, among which are: concern about global
warming, the recent financial crisis, the continued
rise in the cost of medical care, persistent poverty in
many countries with higher average incomes and
others. However, almost no one seriously considers
that capitalism as a kind of economic system will be
abandoned and at the same time something signifi-
cant and different is about to take its place. This kind
of argument has died with the end of the Cold War.
Today, widespread opinion is that there are no real
alternatives to capitalism.

The existing literature regarding capitalism
shows that economies of countries that are generally
considered as capitalist differ in important features.
Also, the individual capitalist countries have under-
gone significant changes over the years. However,
two main features are widely shared by all countries
that are determined to be capitalist. First of all, these
economies use the common organization of the mar-
ket in order to manage the production and distribu-
tion of goods and services. Second, this practice is
supported by broad ideological consensus that the
common organization of the market is the best way
to manage economic activity. This is at once source
and a result of the ongoing political debate about the
proper management of various economic activities
and sectors [3]. When the term “mixed economy” is
currently used to characterize modern capitalist sys-
tems, it is bear in mind the essential role of the gov-
ernment to maintain the conditions under which mar-
kets can operate effectively, including active fiscal
and monetary policies when it is needed for ensuring
macroeconomic stability.
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1. Organisation of market and economic effi-
ciency

Modern economics adds the argument of Adam
Smith in favour of markets with an officially theoreti-
cal argument that under certain assumptions about
the behaviour of economic agents and, in certain
conditions, the market organisation provides eco-
nomic results that are optimal in some sense. The
stance of most researchers in this field about the re-
liability of this theoretical argument is that it is not
very useful because of a nature of functioning of the
market organization. It is not useful, because on the
one hand, no one believes that the neoclassical
model really shows how the market works. On the
other hand, the real market economies are much in-
stitutionally richer than simple theoretical model.
Thus, the theoretical arguments (such as those con-
tained in the theory of market failure) may not be an
indictment against real market economies. It is im-
portant to recognize that the analysis of the ad-
vantages and disadvantages of used management
market structures should be based on a mixture of
raw empirical comparisons than just on academic
theorising.

Looking at the issue from this perspective,
while the common organization of the market almost
never achieves optimum results, most economists
argue that the common organization of the market
and competition often generate moderately effective
results. There are strong incentives for companies to
produce goods and services at minimal production
costs, that creditworthy customers want to consume.
Also, in many circumstances, the sectors in compet-
itive-organized markets react relatively quickly to
changes in customer requirements, delivery, and
technological capabilities. But there rises the ques-
tion if market regulated economic activity generate
or no economic behaviour and outcomes that are de-
sirable, that depends on the context. First of all, the
question is whether the most important values are
adequately represented in what individual clients
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want if they are willing to pay for it [4]. The case of
television broadcasting of news is very interesting in
this respect. Whether broadcasting of news can
make money depends on how potential advertisers
see the alternative media, which in turn is associated
only with the value that viewers receive the news,
considered to be reliable. On the supply side, the
conditions may or may not be suitable for progress
or stagnation of competition. How many highways
are necessary to meet effectively the needs of the
particular urban community? Also there is the ques-
tion whether the costs met by manufacturers ade-
quately reflect the social costs. In some cases, the
idea that the common market organization provides
relatively effective results is quite plausible, while in
others is very problematic.

2. Mixed economy and the theory of market scar-
city

Much of the argument at a high level about
where market organization work efficiently and
where it does not work well is held among econo-
mists using the “language of market failure”. The the-
ory of market failure takes as its benchmark this the-
ory, which argues that under a set of assumptions
about behaviour in neoclassical economic theory,
market management leads to Pareto optimal results.
The limitations of the common market organization
as a management structure, as activity or class of
goods or services may stem from the nature of de-
mand. The case of public goods is the canonical ex-
ample. They may derive from the characteristics of
the supply side, as in the case of natural monopolies.
The problem of managing the distribution of goods
and services, which include the creation of external-
ities, can be in terms of supply and demand. In this
sense, there are problems associated with limited or
asymmetric information or requiring specialized ex-
pertise.

3. The problem of defining public goods

Economists use the concept of public goods to
denote class of goods and services where the bene-
fits are collective and common, not individual and pri-
vate. Under this conceptualization, pure public good
has two main qualities:

1. First quality: Unlike private goods, such as
chocolate wafer with peanuts, whose utility is used
only by one user (although it can be divided and
shared), public good provides collective (universal)
benefits of which all can enjoy. In the language of
economists, public goods are not competitive in its
use unlike private goods and their consumption does
not reduce the ability of other economic actors to use
them.

2. Second quality: if the public good or service
is provided to all, there is no way to deny access to
any person or to request direct payment to access /
usage.
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There are several facts that need to pay atten-
tion to the attitude of this conceptualized card on real
goods and services:

1. First of all, in many cases, publicity is a mat-
ter of degree in two dimensions. The next set of ex-
amples and subsequent reflections completes the
above judgment. National defence can protect cer-
tain areas and not others and the existence of re-
sources limitation - the protection of a group of peo-
ple may therefore be at the expense of the protection
of another group. So defence is not fully accessible
to all and is not competitive in consumption [2]. On
the other hand, if a person lives in a protected area,
protection cannot be denied, although one could be
put in jail for non-payment of taxes. In contrast, sci-
entific knowledge seems really not competitive in
use as a group of people can use a single fact or
understanding at the same time. However, the crea-
tor of this knowledge may be able to patent it and
sue anyone who uses it without paying a license fee.

2. Secondly, many goods and services are
partly private and partly public, i.e. there is an identi-
fiable benefits to certain individuals, which may be
provided by paying for access and at the same time
there is broad public benefits of the availability or
provision of goods or services (examples: education,
public transport newspapers, television networks,
journalistic investigations). In this sense, the devel-
opment and promulgation of news provides im-
portant public good. But newspapers are private or-
ganizations that can always aim to maximize profits
and that should certainly be able to cover their costs
in order to survive. As noted earlier, the newspapers
make their income from aspects related to two pri-
vate goods that provide their publications. One of
them is the value of news as criteria for the purchase
instead receive news through other means. The
other is the cost to advertisers spreading their mes-
sage to readers. News programs on television are
almost entirely dependent on the latter, and thus
they bring in money to cover their costs.

3. Thirdly, in many cases, the public benefits
associated with beliefs about what is appropriate for
a society or polity. Economists tend to believe that
individuals in society benefit from public goods
roughly in the same way that they benefit from pri-
vate goods. However, it is clear that some people
care about the quality of air and water, as well as the
safety of wildlife in areas where they do not intend to
visit and prepared their taxes to be slightly higher if
it will help build better environment. National security
is an integral part of foreign policy, and many citizens
support a particular foreign policy, not because of
any direct benefits for them than for conventional
thinking, which they consider to be correct. Much of
democratic societies supporting free public educa-
tion not because they or their children will benefit
from state schools or because they believe it will re-
duce the incidence of crime, but because they be-
lieve that free education is a prerequisite for equality
opportunities in society. It is believed that society
and the individual will receive enough benefits [5].
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Whether a product or service has significant
public properties it depends on how you consider the
benefits generated by them. In the above cases the
benefits are perceived as “public” are not easily an-
alyzed in terms of standard benefits, which are the
focus of the standard economy. Therefore, for many
goods and services, the argument is not about
whether innate publicity requires public funding to
ensure a decent level of security, but rather whether
good or service should be available to all and
whether with public money to pay the bill. This
means that a significant part of the debate is about
what goods and services should be “public”.

There are significant costs associated with the
implementation of public choice or as a supplement
to “machine” to facilitate market demand. On first
place there is the question of how to decide to which
individuals and groups have to be granted the public
provision of goods or services. Then raises a ques-
tion of who should pay. Due to the large number of
individuals and groups who may try to have a say in
these matters, the process of decision-making is
time consuming and cumbersome. The results of the
collective processes that generate solutions, leads
to the fact that some decisions will inevitably be con-
sidered unfair and inefficient. But if a product or ser-
vice has a strong innate properties or public good is
considered by some as something that should be
public, this argument is inevitable [6].

Newspapers and public news broadcasting cur-
rently struggling to cover their costs create contro-
versy about whether or to what extent their provision
should be left to the market or to the proper role of
other forms of financing.

4. The problem of natural monopolies and the
need for public control

The publicity of the specific good or service
raises issues related to the management of the pro-
cess of “demand”. Natural monopolies create prob-
lems in the management of their supply. A number
of US economists share the view that they tend to
rationalize the use of antitrust laws to deal with the
problems generated by natural monopolies. In de-
fense of the aforesaid it is necessary to clarify that
monopolies comply with the unwritten market rule to
provide goods and services at too high a price ap-
propriating consumer surplus. In this context
emerges the need to regulate monopolies by gov-
ernment to reduce the losses of economic entities
arising when private organizations gain considerable
power over economic activity. Economists tend to
consider the fact that governments not only finance
but also directly controls the activities related to na-
tional security and criminal justice system by the fact
that these activities are “public goods”. But this is a
minor problem than these activities fall into private
hands. Implicit assumptions here are on the first
place, that the concentration of private power does
not arise in the management of the market, and on
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the other hand, when they do, they are less threat-
ening to individual freedom rather than government
[7].

Economists have only recently started to pay
attention to the problems of economic organization
and its management arising from the possession of
information, knowledge and experience. Obviously
this type of asymmetry is very widespread in the en-
tire spectrum of economic activities and is subject to
potential abuse. Here appears the following situa-
tion: the manufacturer or seller of a product often
know much more about its features, including its
quality than the potential buyer and may have an in-
centive not to reveal this information. The market of
used cars is often cited example by economists. The
result can be frustrating for buyers or lead to unwill-
ingness on the part of potential buyers who prefer to
be extremely careful with purchases.

This topic has not been subjected to serious
discussion in the economic literature, but the prob-
lem is there. It can be defined as follows: problem
regarding the possibility of abuse in the relationship
when one party has the professional experience and
expertise, and the other side act after consulting the
first. The nature of the relationship “doctor-patient”
and a relationship “client-financial advisor” are spe-
cific examples in this regard. In the fight against this
problem and the possibility that the market will deal
with it, economists put considerable emphasis on the
importance of good long-term customer relation-
ships and building an impeccable reputation, and
achieving lasting profitability of the firms as a result
of effective discipline the behavior of supplier. When
customers tend to have long term relationships with
its suppliers, the reputation of reliable or “lazy” (of
poor quality) worker or goods is one that will destine
whether it will seek new customers or are changing
suppliers. Here, customer support can be by non-
governmental organizations that have business rela-
tionships with companies that confirm reliable repu-
tation for the firm, or at least to give potential cus-
tomers more confidence. In capitalist economies
there is a clear ideological tendency, similar mecha-
nisms as those to deal with problems and avoid an-
other type of regulation. However, when customers
are affected by products manufactured in ways in
which the seller saves money, also need to have reg-
ulation.

Professions related to medicine, law and ac-
counting, usually have codes of conduct and code of
practice and employees are expected to adhere to
them. However, when the expert work is related to
knowledge that can be tested or are dependent on
vocational training often has state requirements to
penalize license. These measures are designed to
support people’s trust that customers will be served
competently and honestly.

5. Triad: State, Society and Economy

The use of terms such as “political economy”
and “social economy” is a signal that economic sys-
tems are closely intertwined with the institutions and
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activities of the government and society. It is im-
portant to note that capitalist economies are mixed
economies because economic institutions do not
stand alone, but rather interact. A main economic ob-
jective of the state covers the following areas:

- economic freedom;

- economic effectiveness;

- economic justice;

- economic security;

- full employment;

- stable level of money;

- economic growth [8].

Economic freedom implies each country to en-
sure sufficient freedom of its economic agents -
sellers and buyers, and they perform smoothly and
efficiently their business. Economic efficiency re-
quire any advanced society to strive for maximum
economic efficiency, perceives it as a basis for their
welfare. Economic justice presupposes a democratic
country to seek economic justice because it recog-
nizes that it is the basis for peace in society. Eco-
nomic security, in turn, requires each country to seek
to protect its citizens from economic risks (crises,
bankruptcies, unemployment, accidents, etc.). By
aid subsidies, state, etc. Full employment as an eco-
nomic aim of the country requires every state to seek
to provide economic resources in production. Full
employment of labour resources occurs when every-
one who can and wants to work finds a suitable job.
The stable level of money associated with it, the
state seeks lack of inflationary and deflationary ef-
fects on the economy. Finally — economic growth,
which requires the state to pursue economic growth
because it is the basis of prosperity, economic secu-
rity, full employment, price stability, etc. [1].

6. State functions

Economists tend to examine the role of the
state, mainly to juridical and physical structures that
are designed to lay the foundation for efficient eco-
nomic system and to deal with different types of
“‘market failure”. The theory that the state is a means
by which a nation defines and implements collective
values clearly captures the flavour of contemporary
debates on issues such as the right to life and the
right to choose, community engagement to the ide-
als of equality and justice, views on universal health
insurance regardless of ability to pay. The state pro-
tects the rights of ownership and competition as fun-
damental principles of the market system. It corrects
the defects of the market or compensate for the lack
of private initiative in activities of public importance.
For the implementation of these actions the state
passes laws that govern her and each citizen eco-
nomic and social responsibilities. These functions
form the so called public sector. The main economic
functions of the state are the allocation of scarce
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economic resources; in the distribution of income
and wealth; the stabilization of the level of economic
activity and regulation of private economic activity.

Conclusions and Recommendations

Public expenditure policy should be strength-
ened in the following areas:

- striving to reduce government spending as
a share of GDP, but their absolute size in-
creases proportionally to growth.

- focus on the restructuring of government
spending in order to enhance the stimulat-
ing functions and directing them towards
the realization of strategic objectives.

- budget-spending policy to comply with the
economic principle.

- targeted pooling of a multi budgetary sys-
tem and create a budget-expenditure in-
struments and mechanisms of influence
and control at national, sectoral and re-
gional level.

- introduction and implementation of new
budgetary technologies to improve the
budget process [9].
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