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11.1: Why It Matters- Fiscal Policy

Why describe the uses and implications of fiscal policy?

FISCALYEAR 2016

2 BUDGET

OFTHE U.S. GOYERNMENT

Figure 1. The budget is the financial representation of the priorities of the government, reflecting

historical debates and competing economic philosophies.

This module has great practical knowledge for you. This is not primarily because it’s important for the course, though it is. Rather, this model presents
information that every citizen (or at least every voter) should know. The topic of the module is how government budgets affect the economy. The material is
divided into two categories: first, understanding government budgets at the federal, state and local levels, and second, learning how government spending
and taxes affect different parts of the economy as well as the economy as a whole. You’ll consider questions like:

o People often complain about taxes, but what proportion of tax revenue comes from individuals, what proportion comes from corporations, and what
proportion comes from foreigners? What proportion of tax revenue is based on income?

o What proportion is based on property?

o What proportion is based on our purchases?

¢ What does government spend our tax dollars on?

o How much of the federal budget is spent on “welfare” type expenditures?

e How much is spent on foreign aid?

e How much is spent making payments on the national debt?

o What do states and local areas spend their budgets on?

e What is the difference between the federal deficit and the public or national debt?

e Are tax cuts good or bad for the economy? In what ways are they good or bad?

o Is government spending good or bad for the economy? Is all government spending the same in this respect?

These are questions that are relevant every time we have an election, whether it is at the national, state or local levels. These are also questions that most
Americans can’t answer correctly. How can you vote intelligently if you can’t accurately evaluate the candidate’s positions on government budgets? This
module will help you become a more intelligent voter.
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Figure 3. Government Spending Collage. Tomb of the Unknown Soldier by Tony Fischer, CC-BY. Social Security Card by Donkeyhotey, CC-BY. Old Style
Food Stamps by chrstphre campbell, CC-BY. WIC by Capital Area Food Bank of Texas, CC-BY-ND.
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