
NAME:ABDULWAHABMONSURATEMITOPE

MATRICNO:18/SMS01/001

LEVEL:200

1publicexpenditurewillcontinuetogrow,discuss

publicexpenditureorgovernmentspendingistheobligationsofgovernmentinordertofulfillits

responsibilitiesinaneconomy.Foraneconomytogrow,therehastobegovernmentspending.public

expendituregrowthisasaresultofthegeneralpricelevel(inflation).Tocontrolthepricelevel(inflation),

publicexpenditurewillstilltakeplaceirrespectiveofpopulation,growthetc.

Therearevariousfactorsthatwillcausepublicexpendituretogrow;

1.Defenseexpenditureduetomodernizationofdefenseequipmentbythearmy,navyand

airforcetopreparethecountryforwarorforpreventioncauses-for-growth-of-public

expenditure.

2.Populationgrowth:itincreaseswiththeincreaseinpopulation,moreofinvestmentisexpected

tobedonebythegovernmentonlawandorder,education,infrastructure,etc.Investmentin

differentfieldsdependingonthedifferentagegroupsrequired.

3.Inflation:Thisisthegeneralriseinthepricelevelofgoodsandservices.itincreasesthecostof

allactivitiesofthepublicsectorandthusamajorfactoringrowthinmoneytermsofpublic

expenditure.

4.Creationofsupernationalorganizations:E.gtheUnitednations,NATO,Europeancommunity

andothermultinationalorganizationsthatareresponsiblefortheprovisionopublicgoodsand

servicesonaninternationalbasis,havetobefinancedoutoffundssubscribedbymember

states,therebyaddingtotheirpublicexpenditure.

a.explainthevariouscanonsofpublicexpenditurewithappropriatescenarios

1.canonsofsocialmaximumbenefit:Theprincipleofsocialmaximumbenefit,ascanonsofpublic

expenditureimpliesthatthegovernmentshouldplanitsexpenditureinamannerastopromote

thegreatestgoodofthegreatestnumber.Publicexpenditurereferstotheexpensesincurredby

publicauthoritiescentral,state,andlocalonitsvariousactivities.Theactivitiesofpublic

authoritiesincludetheprimaryactivitiesastheciviladministrationanddefenseofthecountry

etc.

2.canonsofEconomy:Thecanonsofeconomyascanonofpublicexpenditure,suggeststhatthe

stateiseconomicalinspending.Itimpliestwothings,Firstly;thegovernmentshouldnotspend

morethantheamountrequiredtobespentonparticularitemofexpenditure.secondly,the

stateshouldspendmoneyinsuchawaythatmightdevelopaproductivecapacityofthe

communityasmuchaspossible.Thefirstconsiderationhasreferencetothepresentwhilethe



secondconsiderationhasreferencetofuture.Themainaimofthecanonistoavoidwastage

andextravaganceofanykind.Inthisreference,itisnecessarytochecktheduplicationofthe

expenditure.Inthisconnection,theGovernmentshouldseethattheexpenditureshouldn't

produceanyadverseeffectonproductionandonthewillandthepowerofthepeopletosue.

3.Canonsofsanction:whatitimpliesisthatthegovernmentbeforeincurringanyexpenditureon

anyitemshouldobtainthepropersanctionandapprovalofofthecompetentauthority.

Withoutitsapproval,thegovernmentdepartmentcannotincuranyexpenditureorany

expenditurebeyondthespecifiedlimit.Inademocraticcountry,competentauthorityisthe

legislature.Thegovernmentpresentsitsbudgetbeforethelegislatureandgetsapprovaland

onlythenthegovernmentdepartmentcanincurexpenditure.

4.Canonsofequality:Accordingtothecanonsofpublicexpenditure,thestatemustavoidresort

todeficitfinancingasfaraspossible.Theclassicaleconomistsalwayspreferredsurplusbudget

justlikeanordinarycitizen.Butinthemoderntimes,balancedbudget(nodeficit,nosurplus)is

preffered.itimpliesthatthebalancedexpendituremustbeequaltothebalancedrevenue.The

policyofdeficitfinancingisnottenableforlong.surplusbudgetalsocannotfindfavorbecauseit

impliesthatgovernmentisspendingmuchlessthanitshould.Thetaxpayerswillrealizea

burdeninpayingtax.Sothegovernmentshouldprepareabalancedbudget.

b.Whydoesthegovernmentborrow?

1.Tofinancedeficitbudget:Whenagovernmentformsadeficitbudget,itresultsto

borrowinginordertofinanceit.

2.Fluctuationofnationalincome:Governmentmaydecidetoborrowwhenitstotalincome

earnedoveraperiodoftimefallsbelowexpectation.

3.Tofinanceahugecapitalbudget:Governmentofacountryborrowsinordertofinancea

hugecapitalprojectwhichtherecurrentexpenditurecannotfinance.

4.Toprocurewarmaterials:Theremaybeaneedforgovernmenttoborrowinawarperiodin

ordertoprocurematerialswithwhichtogotowar.

5.ServicingofLoan:Governmentsometimesborrowtoenableitpayiinterestloansitobtained

andtorepaiddebtsthatareduewhichiscalledfundingoperation.Thisisaprocesswhereby

ashorttermdebtisconvertedintoalongterm.

2.AccordingtoAdamSmithwhataretheindicatorsofliassezfaireeconomy?

 Advocatesfreemarketandfreetrade

 Governmentdoesn'tinterferewiththemarket



 Lawofsupplyanddemandincreasesprices

 privateindividualsmakeseconomicdecisions

a.Astheneweconomicadviserofyourstate,howbestwillyouwantyourtenuretoberemembered,

notingthatgovernmentcan'tdoitalone.

Asthechiefadviserofoyostate,allI'mwillingtoachieveistheeconomicgrowthanddevelopment.so

toachievethatthefollowing;

1.Iwilldecreaseinterestratessoastohelppeopletoborrowatlowinterestrates.

2.Increaseinnominalwagesthatisifnominalwagesincreaseaboveinflationthenconsumerswill

havemoredisposableincome.

3.Thestateshouldincreaseinagricultureandotherthingstoincreaserevenuesforthestate

pocket.Alsoagriculturewillbemadecompulsoryineveryschoolbothpracticalandtheories.

4.creationofjobsforyouthsbylayingofftheoldpeoplefromworktocreatejobsforthepeople

afterthem.Andtheoldpeopleshouldbepayedtheirpensionsregularly.

5.weshouldcreatefreehealthserviceswithgoodfacilities.

6.AlsoyouthwillbeenlightenedonAgricultureandentrepreneurshipinordertobuildagood

foundationfortheirfuturebecausetheyaretheleadersoftomorrow.Theyshouldhave

knowledgeonhowtofendforthemselveswithoutdependingonofficejobs.

7.Alsoanytechnologicaladvancesortalentsmadebyanyone,shallbesponsoredbythe

governmentandtherewouldberewardandfurthersupporttoencouragesuchperson.

8.strictrulesandregulationswouldbelayeddowntocurbcrimes.

9.Alsotaxshouldbepaidwhendue

b.Withpracticalexamples,identifythecanonsoftaxationasproposedbyAdamSmith.Howpractical

arethecanonstothenigeria?

 Canonofequity-AccordingtoAdamSmith'scanon,taxationimposed
onanindividualshouldbeinaccordancewithhisabilitytopay.

 Canonofcertainty-Ataxshouldnotcausehardshiptothetaxpayer.
Therefore,thiscanonrequiresthatthetaxpayershouldbecertain
abouttheamount,timeandrevenueofpaymentofthetax.



 Canonofconvenience-Thismaximseemstoensurethatthetimeand
methodofpaymentofthetaxbecomemostconvenienttothetax
payer.

 Canonofeconomy-Thisprincipleindicatesthatagoodtaxsystemwill
requiretheleastpossibleexpenditureoncollectionoftaxes.Ifalarge
partofthetaxrevenuesisspentincollectingit,itisundoubtedlyan
inefficienttaxsystem.

Inrecenttimes,thesecannonshaveonlybepracticableinsomepartsofNigeria

whichhavegoodtaxsystems.AnexampleofsomeofthosestatesareLagosstate

andFCTwhererevenueisremittedbacktothefederalGovernmentregularly.


