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5) Keynesians agreed that fiscal and monetary policies

were the most important tools for reducing unemployment and

managing the economy . In order to improve the economy during a crisis

the government must employ fiscal and monetary policies

b) One advantage of monetary policy is that
-

it can

manipulate interest rates by changing the money supply Interest

rates may be adjusted to promote both borrowing and lending

7) Another advantage of monetary policy is that it encourages

consumption and investment spending by lowering interest rates .
to boost

the economy , the government will interfere in the economy by lowering interest

rates

8) The disadvantage of monetary policy is that it must avoid

the zero - bound dilemma Lowering interest rates is ineffective untill

the rate approaches zero
,
so other methods must be used instead

.

9) Fiscal policy has the advantage of improving the economy by growing economic activity

and expenditure when the government injects government expenditure
,
production and

income rise . People will have more money to spend
,

and GDP will rise as a result

101 The fiscal policy 's disadvantage is that it distorted the relationship between

investment
, savings and economic development . Some economists asserted

that the fiscal policy is ineffective compared to other multiplier models

11) Keynesian economics holds that active government policy can be used

to control aggregate demand in order to avoid or mitigate economic

downturns the government
,
according to Keynesian economics

,
requires

policies to cope with aggregate demand during economic downturns



12) The neo - classical theory is an alternate theory on savings and economic

development Economic growth . according to neoclassical theory ,
is dependent on

aggregate supply ,
which includes factors such as workforce size

, inputs and

labor productivity


