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Unemployment,
fiscal policy and
trade-deficit
At this critical juncture of the
country we cannot think
about the determination of
economic principle of
decreasing the budget
deficit or as contractionary
economic policy
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t-r-lhe economists have no doubt Olat national

I ard per-capita income, production and eco-
I nomic growt} will increase ifexpsnsionary

fi scal potlry is talen witi a view to developing the
economy and thus decreasing unemployment.
The people's ability ofbuying both the local and
foreign Soods increases along with the increase of
nationa.l income. Both the impon andu-ade-de6cit
of the country will increase if the demand of the
foreign goods increases. Again, the prices of the
cornmodities 80 upwards when the Bovemment
increases the budget deficit by adopting expan-
sionary 6scal poliry and accelerales the public
activities *uou8h incrcased public investment. As
arcsult, t}le foreigrers express their disinterest in
buying our local goods with relatiwly high price.
So in the intemationa.l market our competilive
position goes downwads.lt means thatthe trade-
defrcit a.lso occurs due to the result ofexpansion'
ary 6scal policy and inllation.

From tie above discussion it is seen that for
expansionary liscal policy the unemployment
problem decreases, bul the trade-deficit incEas-
es. Now a question arises whether we cen at all
aciopt erpansionary fiscal poliry at the trouble-
some environment of two-faced difficulties like
the inflation and unemployment. Unemployment
is an inlemal problem. The people of the coun-
tr,v, ihe govemnrenr and the country as a'rhole
have to face the unemployment problenr. The
tmde deficit isan intemational business problem
for any coun rry, which may be accepled by a coun -

try temporarily and the concemed country t-ries
to minimiz€ it gradually along nit}t its economic
development. At present inflation and unem-
ployment are rlro nrajor problems in our econo'
my. At *ris critical situation of unemplo'pent and
inflation, the governmenl's inlerference in the
open market, though temporarily, panially, lim-
iled lo some extenl, is necessary wc. lhough Iem

tion cost whlch is related wilh increases in prize
and inBation.

At present there exists uffest in the 6eld ofEade
and in business Now rhe unemployment and in0a.
tion are the maior problems in the country. At this
moment what type ofeconomic policy has to b€
rhoughr abour?whar arc the economic objecr.ives
of the govemment and the sociery? A very brief
picture of it is described in this article so as to
determine the ob.iective and the economic po[-
cy without taklng any wrong decision so that we
can progress towards the right path. So th€ dis-
cussiol of this article will remain limited on]y to
unemploymenr, fiscal policy and tr8de.deicit.

lf we adopt contracrionary economic policy to
prevent inflation and to reduce the budget deficit
of the government, rhe unemployment wlll be
more serious. As a rcsult the inditenous goods,
oversll production for service oriented activld$,
percapita income, economic gov',th and employ-
menr facilities along wtrh rliaemand of foieifrr
goods will decrease. Botlr the irnpon and trade
deficit of the country will decrease. Along with the
decrease of income and dwelopment ofthe coun-
try the upwards movemenl of the rnsrket price of
the indigenous toods wiu be prevented, which 16

very much helpful to check inllarion. In inrems.
tional m8rlfl comperition ou pcition will 0tough
lirde, So up and the rsde-deficir witl decreasc. So
it appears that if rhe budget deficit is reduced, our
trade-detcit decr€as€s and it is 8s 8 *tlole help.
fr.rl to prevent inflation. Bur it will leqd to the unem-
ployment more seriously increase, the economic
and poutical uruest, and the different goverDnent
activities of the goyemment will fall in more cril-
ical situation. No country, society and goverrunent
wart to face this critical situation.

At t}lis critical juncturc of the counEywe can.
not $ink ahout the Corernin:rion oI ecor:oni,:
princrple of de,.reastng rhe budAet deicit or a..r

contractionary economic polcy. So, knowint the
defi nire possibillry of rrade-deficit, increallng
income, development, economic growrh and
employ.rnent facilities oi the counu)* for decreal-
ing unemploy"rnent, it is better to progress fol-
lov.ing expansionary fiscat policy if necessary by
incr€asing mor€ budgel de6citoffie governmem.

pbiarlt wll iicttir rhe
problern of trade and
continue our hard
effort to decrease
unemployment
through the accept-
ance of expansionary
fisca.l policy. We shall
follow a good number
of altemstive steps to
prevent inflation. For
this purpose we shall
follow the controlled
wage income policy
and the controlled
price of the goods.
Before that, we have to
try to increase produc-
tivity, reduce produc-
tion cmt and ketp con-
trolling the upwards
movement of produc-
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