Research Project 2

Instructions

1.

Do research on 4 economic policies:

- Fiscal Policy

- Monetary Policy

- Interventionist Supply-Side Policy

- Market-Based Supply-Side Policy

Answer the questions WITHIN the space provided.

(Frandowiunsinnszansimnua 1)

. You can do your work on the IPAD or the printed worksheet (scan and submit), but DO

NOT TYPE.

(san3a Print usidsuuss Scan dala wiadouuw IPAD udadei e udvnunaw)

The submission is via Moodle, and the deadline is on Wedensday, 19" May.
Any student committing plagiarism or suspected plagiarism will receive a mark of O.

Grading Criteria

- Afull mark will be awarded to those who can CORRECTLY answer the questions in
the MOST CONCISE and EASY-TO-UNDERSTAND manner.

- Grammatical mistakes will have NO effect your mark, but please try to make your
answer as readable as you can.

- You are not required to use all the space provided. Some questions require shorter
explanations. As previously mentioned, the more concise, the better.

Hints / Tips

- Try searching through “Google Image” where you will see a lot of tables.
- There are many on Youtube as well.
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Fiscal Policy

Briefly explain 2 pros:

s.Intwployraent.  Reduction - When vnemployment. is. high, the. gevernment. can....
empley...an_expansionary.. Fiscol policy. This. invelvas...ncreasing. spending...or. purchases
L T T 5SS
.. Budget. Deficit. Reduction. . h.covntry. has o budyet. deticit. when..its. espenditures.
axeeeds. revenve.. Since. the. economic. efeeety. of. this. depicit. include. increased...public
Aeht,. the. country. can_ purse. . contraction. in..is. fisedl pelityh. e

Extra:

Economis.. Growth  Increase .= The..vaviovs. fiscal. mens ms...n.mn’rny...emplo.y.s....f.uci.li.n.tg

AXPANSIoN. of.. The. vational. econemy. Far examplt,.. when. the govenment. redvees. tnx...rates,.

hv.s.inas.m....m.l...iniiu'.d.uals....m’\.t\...h.o\uﬂ..o....gkeuter..im.en.ti.v.e...to..invext..u.\nl...ste.ox..the...ec.v.r;o.mz; y
orwa

Briefly explain 2 cons:

= Lonflict. of Objectives. .. when. the. gavernmen). uses..o. Mix..of. expansioanry. and. conTractionary
giscal. policyy. . cmElict .ot abjeetives...can octur.. It the. internaTional. government. wrats. fo....
raise.more. money. fo.imevedse  its. spending. and stimulere. econtyic. grewth, it.can. issues....
Bonds 30 AhR RUIIC, e
:...1u{lexi.hi.\ity....—...Ihm...m...um.u.ll,...t\eluvs..i.n.th.e...impmme.n’mtim...of..ei.ss:ul..;nli.c. L ecavse......

Somp... proposed. measures. may. have. o go. theough. legielative processet . ...



Monetary Policy
Briefly explain 2 pros:

. Anterest. bate TargeXing.. Confrots. Inglarien. A srallamevat..of. inklation. 1s.......
healthy. £or. growing. tconemy. s it enceurapes . nvestment..in the. futurt. and..allews.
WOEKErS. JO. QXPRRE  NIGROE  MMGRT ..o oo
- Wagkening. the. Cuprenty... Con. Boost. Exports. . Ineceating. the. meney. supply.sr...
Jewering. interesk retes. tends. to.devalue. the. loeal curropey. Ak wesker. currohcy. am
.mrl.d...mnr.kais....e.a.n..s.o.r.\r&..to...bmr.:{...&kp.ut.’cs...A.S.‘..\-.hes.e...p.md.u.cis\.m..e{-m.timl.,....lcss...ex.‘e.v\sive
tor toreigners fo purchese .

Extra:

s.Lontral Banks. are. dependont and folitically. Neubrd. 2. Even i monetary. . policey .
action..is. ynpopul @k, ¥ can be. yndertdken befere. or during. elections.. Withowt. ..
B L L L 1L T T T LT X OO

Briefly explain 2 cons:

=The.Risk..of Hyperintlation - when. jntecest rates. ave. sel. too low, over. borrawing
ok Ak ficialy. chesp. rotes can_eccur-This. cen then cavse s speculative bubble., ...
Whereby... prices..increase. Yoo quickly. ond.te . adsurdly. Wigh. levelt......ooooiiiinn
2. 119008 not. grarantee.economy. recovery. . Ecomamists. who. criti2p.. the...Federal. Reserne.....
On..impo.Sny. rentory. policy. aryue. that. during. recessions,. not.all comsumers... wavll.have......

the..contidence. to. spend. and. take. Advontage..of low interest. xates, making. it.a. disalvantage.

Extra:
-1t is.nod thar. useesl during. global. recessions. . fropanents. 2. expansionary . monetawy paliey
smo...\-hu’.r..nvm.it.hunkx..\nw.w...'mtere.s.’f...mm...f.o.t..consrum.or.s..:to..sp.cv.\l.more...momy....dwina..u...

glohnl..m.tn.ssinn, the. 0% port Seetor WM. SUBROr.....c.oooooi



Supply-Side Policy
Definition:

..(t.mng!...oP..\bnli.ci.es...igsi Jned. ..’m.mdueo..tns{s.,.im.py. nue..gmc:mm‘f,.ms\nc&iyih; +-and.. inttenationsl

CoMpekifLveness.. So. hak. the. conOMY.. con. qrow. withayh S ApRriNEIOD INEVHON. . ..o

Give 3 examples of “INTERVENTIONIST” supply-side policies (no explanation needed):

PO S Y RS M
e BB 00 o
..:....\Incn'mml...tm'minﬂ ...........................................................................................................................

Briefly explain how “INTERVENTIONIST” supply-side policies work

- Tnvevventiomst supply.- side. policies....invelwe  gavernmews. interventien. to. overcome
market. failure.. For. example,. higher. government. spending..on. transports. edveation.

Pro ... Lavesiment.in. huwan. cagital . investment. in.. education. and. trouning.. . raise . the.
\evels. of uman . capifal. and. have. a.short-term..impactk.on.aggregate. demgnd, but more
IO WL DOEMRASE L LRBS .t

oo . Bwdget. consiraints. o Xhe mayerity of fhese. polices. require large. amounts...of goverament.
spending. .ond_ implementation. of these. palicies. may. be limiel by government's budget and. ..
herc a0 £ 0 DOREONLMAMRY. ..o



Give 3 examples of “MARKET-BASED” supply-side policies (no explanation needed):

o I S 0 oo,

G L LI T 1 R 11 oo
Briefly explain how “MARKET-BASED” supply-side policies work

MorkeX - based. policles. Vimit_the infervemtion. of tne._governwment and _allow the
grRe...market. ko, eliminate.. inbalances.. The. foxees. of supply...ond. dewmand. aee. used....

Briefly explain ONE PRO and ONE CON of “MARKET-BASED” supply-side policies

Pro : Trade. ibevalisation. = this. iove)ees. reducing oarriers. o internationol Srade sush. as.
Temoring. taritss..ond . quatss. This. e ncournges. specilisution..and... trade.. and..mcreases
Ahe. number o€ goods and. secrices. Mvailable. to. COMSUMRES. ..
Con . Increase.inequalify. = fhese.. reforms. may. cause. the Jow incorae. Qarners...ond. the.....
wnemployed. to find their incomes. faliy. relative. to that of asher. members of society....
The...incentive based. palicy...of. cukting. the...Ancewoe tax.. whith. 5. progressivi. in nature.....

wil alsp result 0 wore inequality.



