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QUESTIONS CHAPTERS 4, 5
1. In what ways are the operations of a capitalist system in tension with the principles of a democratic system?  
Almost 38% of gross national product in the USA is majorly composed of government involvement. 
People who receive money from the government can purchase such goods and services. 
All these bring tension because the rights of other individuals are not considered.
Give two examples of how we attempt to reduce these tensions in the United States.
Reducing the role of government in the areas of production to give opportunities to every individual.
Nationalization of some factors of production to allow equity in ownership
2. What are the five reasons that David Cameron gives for the expansion of the state’s role in the economy?  
Increase in prosperity among citizens enables people to inquire a lot from the government because they are willing to pay for such expenses 
The government has managed to tax people heavily through hidden means hence state expands
Increase in electoral democracy enables the state to expand. 
Development of governmental bureaucracies enables the government to expand its role due to internal pressure.
The growth of world trade enables the state to expand its role to compensate internal losses due to disruptions. 

Which of these best explain the health care reform passed by the U.S. government in 2010?
Increase in prosperity among citizens enables people to inquire a lot from the government because they are willing to pay for such expenses hence making the state to expand economy best explains the healthcare reform because both entail the improvement in living standards of people.
 

3. What does the term “rent” mean in the book?  Give an example.
The term rent means the transfer of money that do not relate to productions. For example, the creation of unnecessary public jobs for patronage.


4. What is state “autonomy”? 
State autonomy involves the ability of the state to make common decisions for a group of people through the exercise of power.



Why is it important for an “interventionist state” to be autonomous?
 Enable the state to achieve economic performance by controlling inflation and unemployment.
            Offering a good possibility for reliable growth.
             Guides successful growth.

5. What are the tools available to the government to reduce unemployment?  
Creation of jobs through government projects combats unemployment.
Widespread education, the mobility of populations and trade unions.
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Which of these do you favour currently?  Explain.
Creation of jobs is the most critical one because many individuals are jobless hence can easily work in the projects erected by the government.
6. What is the purpose of central banks? 
The purpose of Central banks is to enable the government to handle its transactions so that it can make effective economic policy.


What are the arguments for and against central bank independence?
Arguments for central banks independence is that it prevents political interferences by political leaders.
Unpopular decisions such as interest rates in the market that can be used to conduct activities such as controlling inflation.
The argument against central banks independence was mainly established to solve the problem of inflation that does not exist in a higher percentage in many countries
7. Describe the ways that globalization constrains economic policy.
  Illustrate using the example of Germany.
One state feels that its policy are too different from the other hence the need to change its policy. 
For example, after the worldwide financial crisis, Germany was forced to support large-scale deficit spending that she had opposed initially on ideological grounds. 



8. Is Donald Trump a conservative?  (apply concepts from Chapter 2);
Yes he is a conservative.
 Donald Trump is a conservative because he neglected and opposed some reforms that were initially made in the USA. For instance, Obama care. 

