
The Brief View of Fiscal Policy and its Importance

Suren Basov*

Department of Economics, University of Paris, Bordeaux, France

A government adjusts its planned expenditure and tax rates
through the fiscal policy mechanism in order to track and
subsequently affect how well the economy of a nation is
performing. It is put into practice in tandem with the monetary
policy, which is how the nation's central bank controls the
money supply. These policies work in tandem to guide a nation's
economic objectives.

The term "fiscal policy" refers to the government's spending and
taxation plans, which it uses to manage the overall state of the
economy. These two instruments are used by the government to
affect the economy. It is monetary policy's sister tactic. Both
monetary and fiscal policies aim to balance out instances of
excessive or insufficient demand in the economy, but they
approach this task in quite different ways. Both are influenced
by government revenues and expenditures. Fiscal policy is the
process through which a government modifies its tax and
expenditure rates in order to track and impact the economy of a
country. It is a central bank's secondary tool for influencing a
country's money supply after monetary policy. The economic
objectives of a nation are guided by varied combinations of these
two strategies. Here's a look at the operation of fiscal policy, how
it must be observed, and how its application may impact various
stakeholders in an economy. Changes in the amount and nature
of government expenditure, the amount and types of taxes
collected, and the amount and nature of government borrowing
are all examples of how fiscal policy is implemented. Recurrent
and capital spending, as well as the consequences of spending,
taxes, and transfers on private consumption, investment, and net
exports, are two ways that governments can directly affect
economic activity.

In order to balance the impact of altered tax rates and public
spending, such a policy must be defined. For instance, by
increasing spending, the government can attempt to mimic a
slowly expanding economy. The government's reduction in taxes
is the cause of this rise in spending.

However, this tax rate reduction may result in higher inflation.
However, this tax rate reduction may result in higher inflation.
This is as a result of both a high rate of new money entering the

economy and rising consumer demand. When these facts are
considered collectively, the value of money declines.

Importance of fiscal policy

The state of the economy is not always stable. The level of
economic activity frequently fluctuates. At periods when levels of
national income, output, and employment are significantly
below their maximum levels, the economy finds itself in a state
of recession. There is a lot of idle or underutilized productive
capacity during a break, meaning that available machinery and
factories are not operating to their fullest potential. As a result,
there is an excess of capital stock and an increase in labour
unemployment. Fiscal policy is crucial in raising the rate of
capital formation in both the public and private sectors in a
nation like India .The fiscal policy uses taxation to mobilise a
sizable quantity of funding for its multiple objectives. The state
of the economy is not always stable. The level of economic
activity frequently fluctuates. At periods when levels of national
income, output, and employment are significantly below their
maximum levels, the economy finds itself in a state of recession.
There is a lot of idle or underutilized productive capacity during
a break, meaning that available machinery and factories are not
operating to their fullest potential. As a result, there is an excess
of capital stock and an increase in labour unemployment. Fiscal
policy is crucial in raising the rate of capital formation in both
the public and private sectors in a nation like India.

The fiscal policy uses taxation to mobilise a sizable quantity of
funding for its multiple objectives. The goal of fiscal policy is to
reduce income and wealth disparities. All salaried individuals are
subject to income tax in a direct proportion to their earnings.
Indirect taxes are likely to be higher for luxury and semi-luxury
goods than for basic consumables. In this way, the government
makes a sizable amount of money, which also contributes to a
decrease in wealth disparities.

CONCLUSION
Only when the means of policy, such as public expenditure,
taxation, borrowing, and deficit financing, are employed
effectively can fiscal policy goals, such as economic development,
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price stability, social fairness, etc., be attained. Despite the fact
that India's fiscal policy has flaws, it urgently needs to be
streamlined and growth-oriented. The timely adoption of
measures and their efficient administration during execution are
essential to the effectiveness of fiscal policy. In order to

influence the amount of aggregate demand in the economy and
achieve particular economic objectives like price stability,
economic growth, and full employment, governments use fiscal
policy.
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