Running head: FEDERAL BUDGET

1
FEDERAL BUDGET

5

Proposed Changes to the Federal Budget
[Name of the writer]
[Institution Affiliation]
The Federal Budget has been at a deficit level from the beginning. As a result, several programs will have to be cut while others expanded to clear the deficit balance which is a general term is a loss. Consistent deficits to this extent are likely to lower standards of living, make the country depended on other country’s resources, and pass on significant fiscal burdens to future groups. Balancing the budget must always be a priority since it is at times difficult due to the political state of the country.

To start with, the amount of money spent in matters of defense will have to be cut to balance the budget. The funds so realized from military expenditure could be spent in other activities and used to raise the revenue collected by the government, though to some extent this may have a negative impact in that some people in the military will have to lose their jobs (Levit & Levante, 2012). If you devote less on defense and in exchange, you spend more on education. The result could be that some knowledgeable person who then wouldn't have been, opens a fruitful venture and hires a group of people who will be the consumers to the various products and services that the investment has to offer and in the event result to an increase in the total aggregate revenue collected by the state.

The general government spending habits will also have to be intercepted to reduce its fiscal deficit. The government has to evaluate the different departments and cut the spending on every unit across the board by a certain significant level (Denes et al., 2013). It attests to be a successful policy in reducing the deficit that occurs. For instance, in Canada, during this period of expenditure cuts, the economy continued to grow which also helped reduce the existing budget deficit.

Funds that are allocated to various in social security funds will also have to be cut down. It is presumed that the social security benefits as a result of the security funds are not sustainable and that cuts in future assured benefits are critical to improving federal government finances ( Brawn, 2014). These monies could, however, be used by the government and channel them into more income-generating activities to help raise the government thus helping to correct the deficit balance in the budget. After the state has stabilized in its budgetary system, it could however then divest and channel funds back into social security funds as they are considered essential.

The government could also try correcting the deficit balance through an adjustment of income variations. Given the outside swapping scale and costs in a country, an expansion in the estimation of exports causes an increase in the livelihoods of all people related to the export enterprises. It makes an interest in different products and undertakings inside the country. It helps raise the incomes of people occupied by the last businesses and governments. This process will proceed and the national income increases by the estimation of the multiplier.

The interest rate policies set by the government in various financial institutions will have to be reviewed and considerately cut down the rates. By the government ensuring that the interest rates are lowered, this helps stimulate the economy, and people get encouraged to participate in various programs in the state thus contributing revenue to the state and therefore ultimately reducing the national debt (Summers, 2014). Low-interest rates make it easy for individuals and businesses to borrow money. In turn, the borrowers consume that cash on goods and services, which produces jobs and tax revenues. Low-interest rates have been employed by the United States, the European Union, the United Kingdom and other nations with some measure of success.

On the other hand, the government has to raise tax expenditures. Higher taxes increase revenue and help to reduce the budget deficit (Burman et al., 2012). Like spending cuts, they could cause lower spending and lead to a fall in economic growth. Again, it depends on the timing of tax increases. In a recession, tax increases could cause a significant drop in spending. During high growth, tax increases won’t harm spending as much. It also depends on the type of tax you increase.

In addition to that, the government could also increase its operations on the revenue realized from other sources. It could, however, be realized by the government focusing on the economic growth of the country (Denes et al., 2013). If the economy grows, then the state will increase tax revenue, without increasing taxes. With economic growth, people pay more VAT; companies pay more corporation tax (tax on profits), and workers’ pay more income tax. The high economic expansion is the least painful way to lower the budget deficit because you don’t need to raise tax rates or cut expenses. However, many countries with fiscal deficit mess are often stuck in recession. Nations in the Eurozone currently find it difficult to grow because of the nature of European monetary policy and the constraints of the Euro. Also, economic growth may not solve the underlying structural deficit (which occurs even during high growth) This may still require spending cuts or tax rises.

In conclusion, the government through the support of its various organs could implement expenditure decreasing approaches. A deficiency in the balance of payments suggests an excess of consumption over income. To control it, consumption and income ought to be brought into equality. For this expenditure, diminishing money policies and fiscal policies are used. A contractionary policy identifies with increment in loan payments to reduce cash supply, and an expansionary policy identifies with a decrease in government consumption as well as an increase in charges. Expenditure lowering strategies diminish total demand through higher taxes and loan costs, subsequently decreasing investment and yield. The decrease in consumption and return, thus, reduces the domestic price level. It offers growth to changing of use from foreign to local products. Therefore, the nation's imports are decreased, and the balance of payments deficiency is rectified.
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