  THE ROLE OF GOVERNMENT

· The government is responsible for the administration of the country.

· The government will also seek to maintain law, order and defence of the country.

· The government has a role to play in maintaining a strong economy.

· The government also sees the need to provide a number of social services to benefit its citizens.

· The government through a number of agencies, policies and programmes also provides for the enhancement of the cultural life and heritage of its citizens.

GOVERNMENT AND THE ENVIRONMENT
Environmental problems:

· Atmospheric contamination

· Deforestation

· Land degradation

· Species in danger of extinction

· Toxic waste

· Water scarcity

GOVERNMENT ACTIVITIES TO PROTECT THE ENVIRONMENT

THROUGH LEGAL AND INSTITUTIONAL FRAMEWORK. Laws such as Public Health Act, Forest Act, Natural Resource Conservation Act, Wildlife Protection Act. Institutions such as the Environmental Management Authority (EMA) and the Ministry of the Environment.

THE BUDGET

The government prepares a yearly budget outlining its income and expenditure. The budget is therefore a financial plan that sets out how the government will obtain an income and finance expenditure for the year. The government will therefore plan a surplus budget or a deficit budget.

Budget Surplus

A budget surplus occurs when a government takes more in taxation than it spends, resulting in a net withdrawal of funds out of the economy. This could be an action to curb inflation but could also affect employment, investment and economic growth.

Budget Deficit

A budget deficit occurs when government spends more than it takes in taxes, which results in a net addition to the flow of income. Government may take this route to stimulate growth by engaging in increased levels of investment. Another motive may be to reduce unemployment by financing a number of projects. The possible effects of a budget deficit may be improvement in infrastructure, improvement in health, reduction in tax levels increase in employment. The government receives income from a number of sources in order to finance its various activities. Tax is the most important source of revenue and most common method of financing government programmes. However there are other sources available to governments.

· Loans obtained from the international monetary fund (IMF), the International Bank for Reconstruction and Development (IADB) or World Bank.

· Income from investments made locally and abroad.

· Profits obtained from public corporations or municipal undertakings.

· Income obtained from selling assets such as land.

· Gifts or aid received from local or international aid agencies.

TAXATION

A tax is a compulsory payment made by individuals or corporations to government from which they get indirect benefits.

Principles of taxation

1. Equitable –The burden of the tax should be more or less the same for each taxpayer, in other words the sacrifice should be similar.

2. Economical – Taxes should not be expensive to collect and administer.

3. Convenient – taxes should be made at a time and a manner that is agreeable to the taxpayer.

4. Certain – All should know that taxes will be levied and the amount to be paid should be clear to the persons who have to pay them.

REASONS FOR TAXATION
· To finance government expenditure

· To manage the economy by controlling the supply of money in the economy.

· To remove competition from local goods in order to protect new businesses by taxing imported substitutes highly.

· To reduce the consumption of undesirable commodities.

· To lower unemployment by encouraging individuals to buy locally produced goods.

· To improve the balance of payments position by taxing imported items highly in an effort to reduce imports.

· To achieve greater equity in the distribution of wealth and income by taxing higher income earners so as to provide social services for the majority of citizens.

FORMS OF TAXATION

Proportional taxation –where each taxpayer pays the same proportion of his/her income in taxes. Therefore higher income earners pay more tax.

Progressive taxation – The higher income earner pays a larger percentage of his/her income in tax.

Regressive taxation – The proportion of income taxed decreases as income decreases.

TYPES OF TAXATION

Direct tax

A direct tax is one where the burden of the tax and the payment of it fall on the same individuals. This tax is usually applied to income and capital.

Examples: 


· Income Tax- tax paid on income.

· Corporation Tax- tax paid on profits earned by companies

· Capital transfer tax- this is a tax levied when property is transferred from one person to another.

· Capital gains tax- this is a tax levied on the increase in the value of assets.

Indirect tax

Indirect tax occurs when the burden and the payment falls on different individuals. This tax is levied on goods and services and is usually paid by the manufacture or importer who passes the cost on to the consumer in the form of higher prices.

Examples:

· Custom duties - tax charged on goods that are imported. This tax is used to raise revenue and protect local industries from foreign competition.

· Excise duties - tax on goods manufactured in a country.

· Purchase tax – tax charged mainly on manufactured goods and services bought within a country such as appliances, furniture and equipment.

· Value Added Tax – tax charged on goods and services at each stage of production.

· Property Tax – tax levied on land.

· Stamp duty – this is paid when cheques or receipts are drawn.

GOVERNMENT AND BUSINESS

The government assists commerce and industry through a number of agencies and institutions. The intention is to improve economic development and protect citizens.

THE OFFICE OF THE OMBUDSMAN
This office deals with complaints made by individuals who claim they have been victimized or unfairly treated by government departments or agencies.The ombudsman is an independent public official who through his office will set up a enquiry to investigate the truth. If the department or agency is at fault then the individual will be compensated.

THE BUREAU OF STANDARDS

 This is a special agency set up by the government to monitor the quality and the quantity of goods produced and traded in a country. They check to see if all goods are in a saleable condition, that it is properly packaged, labeled and their weights and measures are accurate.

In conjunction with the Ministry of Health this department inspects food production and selling establishments to ensure that worker have food handlers permits and that these places are clean and sanitary.

It also gives information to the public on imported items that meet or fail to meet international standards and quality.

INDUSTRIAL DEVELOPMENT

Governments also set aside large areas for industrial development such as the Point Lisas and Omera Industrial Estates. They also provide factories and infrastructure for businessmen.

FINANCE

The government will also provide subsidies or cash grants to entrepreneurs to fund projects that will benefit the economy. The government helps some industries by giving them incentives such as tax rebates and tax holidays for a limited time or until they  are financially stable.

MARKET INTELLIGENCE

· The government provides information and help to various industries through different related ministries. The government provides:

· Export and Market research

· Trade fairs, Trade missions and expositions

· Technical advice on foreign standards.

· Advice on how to prepare trade documents

· Business consultancy

HUMAN RESOURCE DEVELOPMENT

The government provides training for workers through various agencies and institutions of learning such as YTEPP,MIC, HYPE.

SOCIAL WELFARE

Social insurance

Social insurance is provided by government through the National Insurance scheme.The benefits are:

Maternity benefit, Pension, Payment for loss of income due to illness, Disability benefit etc.

Social assistance

Social assistance are awarded t individuals who do not qualify for social insurance. Payments are made after applicants are assessed by the social welfare department. Among the benefits are:

· Old age pension

· Food allowance

· Bed and Board

· Building allowance

· Emergency aid in case of fire flood or natural disaster.

NATIONALIZATION

Nationalization is the taking over of private industries or companies by government and putting them under the control of the state. They are then run by Boards and Acts of Parliament.

Reasons for nationalization.

· The may own and control the country’s natural resources and the profit can stay within the region for further development.

· Can make certain social benefit cheaper and more efficient to consumers.

· Sole ownership of firms makes it easier to transfer the benefits of large scale production.

· More employment could be created for more citizens.

· The state can control certain vital industries that are vital for development.

· They try to prevent the formation of private monopolies.

Arguments against nationalization.
· Consumers are likely to lose their freedom of choice as fewer market options are available to them.

· Governments may not run large firms efficiently.

· Since profit is not the motive they are likely to fail or go out of business.

· Government may run industries selfishly to achieve political ends.

PRIVATIZATION

Privatization means the transferring of government owned business to private ownership. This may include:

1. The sale of government owned assets.

2. Shifting of services that were previously carried out by the public sector.

3. Deregulation of certain sectors such as transport, broadcasting and telecommunications.

Arguments for privatization.

· As a source of short term revenue.

· To reduce the level of government spending.

· Firm are operated inefficiently.

Arguments against privatization.

· Privatization increases the opportunity for monopolies to develop.

· Shareholder may oppose to the selling of company assets to fund current expenditure.

· State owned assets are sold to cheaply.

