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[bookmark: _GoBack]Fiscal policy in economics is termed as the use of government revenue and expenditure to influence the behavior of the economy. The government may increase the taxes to reduce economic activities or the government may increase its spending to increase economic activities. The fiscal policy objective is to promote macroeconomic stability by ensuring sustainable aggregate demand and income in the private sector during an economic recession and moderating activities when the economy is doing well. Fiscal policy was introduced on theories John Maynard Keynes who was a British Economist. He used economic theories and illustrations to describe how government changes in taxation and government spending affected aggregate demand and economic activities. Canada has also adopted several fiscal policies to stabilize its economy.
Revenue, employment levels, and the economy's output are part of private and public spending. The purchase of goods and services by buyers and businesses is an example of private spending. Public spending comprises the provision of healthcare, education, and defense. The government/public acquire finances from taxes and other sources. The Covid-19 pandemic resulted to negative effects on the economy which affected the Canadian government revenues and expenditures at provincial and federal levels. Fiscal policy should achieve management of growth of demand in the economy (Chugunov et al., 2018). The economy should be growing and performing well but should not get to the point of uncontrollable inflation or relying on foreign borrowing.
Different taxes and expenditures usually have different impacts on the economy. A budget is usually an approximation of the government's expected incomes and its spending. When the government revenues surpass expenditure, the result increases surplus or lowers the deficit. Whereas in case government spending is higher than the revenues, the result increases budget deficit or reduces the surplus. The deficit in Canada for the period 2020-21 was approximated to be $438 billion which is not a good insight. The results show that the economy is not performing well.
Economists have different arguments on fiscal policy and its impacts on aggregate demand. One group believes that any decline in the budget balance should be financed through borrowing. This borrowing will therefore be reflected in future taxes which will be paid by customers. This equalizes any effect of an expansionary fiscal policy on collective demand. The other group of economists argues that the rise in government borrowing as a result of expansionary fiscal policy will compete with private-sector borrowers. The net debt in Canada has highly increased between 2019 and 2020 by more than $500 million and this would have long-term effects. This could also lead to high interest rates hence private investments and exports become costly.
Accumulated public debts, high interest payments on the debts, and prolonged deficits will result to high interest rates in the long term. This becomes overburdening for the government and stabilizing the economy may be a great challenge. The macroeconomic policies of the Canadian economy tend to go in line with those who argue for a part of crowding out expenditures in the private sector by government spending. Fiscal multipliers can be used to show the impacts of increased government spending. The multipliers are maybe greater than one but decline to zero as the years go by (Chugunov et al., 2018). This shows that government spending does not have a permanent expansionary effect on output.
The economy of Canada is highly developed with the ninth Gross Domestic Product nominal in the world. The stability of the economy has been managed using several policies, strategies e.g. monetary and fiscal policies. The economy has experienced ups and downs which may result in surplus or deficits.
The recommendations i would give to ensure a stable economy in Canada as far as fiscal policy is concerned are as listed below. During a financial year, when there is a fiscal surplus, it should be saved for future use (Béland et al., 2017). The economy might be stable but unexpected risks may occur which could result in huge depressions or deficits. The surpluses should be invested in financial instruments or local currency and can be traded in the future in case of deficits or resources are needed for other spending needs. This could minimize the rate of acquiring debts by the government.
Deficits should also be financed as soon as they occur to avoid repetitive accruals. The deficit can be funded through issuing of Treasury Bills, equity securities, and other bonds. Bonds provide a series of interests while equity provides investments. Strict guidelines on government spending and borrowing should also be established to ensure regulation of the budget deficit over time.
Taxation assists in the economic growth of a country. The taxation system in Canada should ensure a stabilizing effect in the economy. The government should know when to increase or decrease taxes on its citizens. All citizens should pay taxes based on their ability and income e.g. the more you earn the more tax you pay. The government should also ensure the tax collected should be used to provide services that benefit the citizens.
The government should also ensure inflation is controlled. The bank can always raise or lower its policy rates. When inflation is above the set target, the banks may raise the policy rates. When inflation is below target the banks should lower their rates. When the economy is depressed the banks may also circulate money in the economy through issuing loans. A country should also ensure they invest in its resources (Pasichnyi, 2017). This is by ensuring more exports than imports. The government should increase spending on internal companies and increase tax rates on imports. Companies should be provided with loans at lower rates to develop their products.
IMF's advice on expenditure concerning fiscal policy is that when there is excess demand and tax ratios are high, the government should reduce its purchase of goods and services. A government should minimize its expenditure on goods and services instead of increasing taxation (Béland et al., 2017). This becomes easier to manage and control because it is more directly involving the government. To ensure growth as well, to main fiscal policy advice should be to ensure efficient use of capital and labor in public and private sectors.
In conclusion, fiscal policy is important in regulating an economy. It also directs the government on how to spend its finances or where to their income. The government should always adopt recommendations and advice that help better the fiscal policy and improve the economy of a country.
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