
 

 

       What are the government’s major economic responsibilities? When the government was formed, the founding 
fathers addressed the weaknesses of our market economic system. In our market economy, individuals and 

businesses experience a high degree of choice. Humans, especially Americans, tend to be very self-centered an. 

Consequently, many make sure they are taken care of first before helping the less fortunate. Further, there are 

some things that government can collectively take care of more efficiently than people or businesses can 

individually.  Below, are three of the major economic responsibilities of the government. 

    SETTING THE RULES OF THE GAME 

 Though its legislative authority, the government set 

rules establishing the legal  relationships between parties. 

The government sets monetary standards. insures bank 

deposit, and pursues a variety of other activities to protect 

public confidence. Perhaps the governments greatest 

economic responsibility is to maintain competition,. The 

government has established many anti-trust (anti-monopoly) 

laws that govern competition,. Where competition is 

impractical, government regulation is used to protect society 

from the abuses of monopoly power.  

 

STABILIZATION OF INCOME, PRICES AND EMPLOYMENT 

There are natural “business cycles”t hat cause fluctuation in employment, income and prices. Many times business cycles 

cause inflation, dislocate workers, and cause prices to rise. The government tries to stabilize these factors by setting 

interest rates, controlling monetary growth, setting tax rates and depreciation rates and through government spending.  

    INCOME DISTRIBUTION 

 Nobody wants to see others suffer, go 

without shelter or go without food. Some people 

freely give time and money to help the les 

fortunate, but in most cases, it is not enough to 

service all of those in need. The government, 

through programs such as Aid to Families with 

Dependent Children, welfare, social security and 

disaster relief, the taxed income of the population 

is redistributed to those in need.  

ACTIVITY 1 

What else does our government do with tax 

money? Though your own experience, by asking 

others, watching the news, looking at the internet 

or a newspaper, identify at least 7things our 

government spends tax money on (can be local, 

state or federal governments). 
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There is no art which one government sooner learns of another than 
that of draining money from the pockets of the people. Adam Smith 
                                                                                

What benefits do you and your family receive form government 

spending? Identify 7 government expenditures and explain in 

what way you/your family benefits. 
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