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Different fiscal regimes were often adopted by nations owing to their desired needs to enhance their monetary system. Initially, nations utilized the gold standard in which the economic prospects were measured a particular fixed gold quantity (Born et al., 2013). Over time, nations adopted the floating exchange system in which the currency prices are determined through the market forces of the demand and supply of goods and services across the market in comparison with other countries (Born et al., 2013). The floating exchange system also known as the pegged exchange system endeavors to maintain a nation’s currency as it provides greater confidence in the government’s efforts of controlling inflation.

Venezuela is a nation that utilizes the floating or the pegged exchange rate (Jahjah et al., 2013). However, before the introduction of the exchange system, Venezuela had a varied range of fiscal-monetary policies with a dominant one being the fixed exchange rate. Through the various exchange rate systems, the government instituted capital control measures to maintain the value of its currency (Jahjah et al., 2013). Venezuela enhanced the new money as a way of countering the balance deficits across the international markets. Since exchange rates are determined by the market demand and supplies, the nation endeavored to institute rapid economic changes as a way of improving the financial situation for the country (Jahjah et al., 2013).

Additionally, Venezuela endeavored to control imported inflation by controlling the prices of goods and services across the oil-based economy. As such, the impetus for introducing the floating exchange rate was to repair the dwindling economic aspects of the nation in light of the dynamic global markets (Jahjah et al., 2013). The measures were also adopted to revitalize the country’s economy through promoting domestic production and curb the black market trade that has often derailed the government efforts of restoring economic development (Jahjah et al., 2013).
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