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Questions
Identify the Effects of Fiscal Policy and Monetary Policy in Recession Period. Why does Macroeconomics Systematically Fail to Predict Crises?
	Fiscal policy is the use of tax policies and government spending to influence macroeconomic conditions such as inflation, employment, and demand for products among others. During a recession period, the government can use fiscal policy to increase aggregate demand, and this can increase the rate of economic growth (Dolamore, 2021). One way in which the government can do this is by increasing tax stimulus. Increasing tax stimulus will ensure that individuals have more money to spend, and as such, increasing aggregate demand. Monetary policy refers to changes in money supply and interest rates that is aimed at expanding the aggregate demand. During a recession, the government can use monetary policy to lower interest rates (Dolamore, 2021). This will in turn increase money supply in an economy. When more money is supplied, the aggregate demand will also increase.  
	Macroeconomics have systematically failed to predict crises due to factors in macroeconomic modeling and economic forecasting. Evidence has indicated that the developments in macroeconomic modeling that have been experienced over the past years have led to the failure. One such group of models is the dynamic stochastic general equilibrium (DSGE) (Dolamore, 2021). In the 2008 crisis, the models were indicated to have failed to provide guidance on dealing with the consequences. The models were indicated to have failed in different avenues including identifying the source of the recession, causes of the shock, and reasons for its persistence among others. The failure to consider other theoretical perspectives or empirical approaches has reduced the robustness of the predictions. 
What are some Examples of Macroeconomic Drivers? 
	There are different examples of macroeconomic drivers. The first one is interest rates. Interest rates is about the currency of a country. It reflects the returns that a country earns when it invests money in the financial system or the economy. When the interest rates are high, it implies that the value of a currency, and that an economy is doing well. The second macroeconomic driver is inflation. It refers to the increase in the cost of goods and services over a given period. Rapid inflation can imply that a country’s economy is unstable. It can also indicate an economic downturn.
	The third macroeconomic driver is fiscal and monetary policies. These are factors that are shaped by public and private sectors and also by financial institutions. The government and large banks have an important role to play in making decisions regarding how fiscal and monetary policies affect interest rates, federal budgets, and inflation. The fourth macroeconomic driver is gross domestic product or GDP. This is a reflection of the value of goods and services that are produced in an economy. It also measures the level of spending by citizens and the government, and how this impacts trade and investment in a country. 
What is Macroeconomic Disruption? What are the Causes of Macroeconomic Disruption? 
	Macroeconomic disruption refers to a situation in which markets fail to function as expected. Macroeconomic disruption is characterized by a rapid decline of large markets (Acemoglu & Tahbaz-Salehi, 2020). Market disruptions can cause panic and this can lead to disorderly market conditions. Macroeconomic disruption can also be referred to as market inefficiency or market failure. Macroeconomic disruptions have been experienced since 1987, when a large market crash was recorded (Acemoglu & Tahbaz-Salehi, 2020). Despite this, there have been efforts to implement measures that are aimed at minimizing risks from macroeconomic disruption. For example, the government of the United States has set price limits. 
	Macroeconomic disruption mainly results from unusual trading or physical threats that might affect the stock exchange. Such issues might create fear among investors as they believe that the flow of business would be hindered (Acemoglu & Tahbaz-Salehi, 2020). For example, the outbreak of the coronavirus pandemic and the measures that were put in place to curb it created widespread fear about the access of important resources such as oil. Natural disasters can also be a source of macroeconomic disruption (Acemoglu & Tahbaz-Salehi, 2020). For example, hurricanes can strike locations that are considered to highly contribute to a country’s production output. 
What is Economic Growth in Macroeconomics? 
	In macroeconomics, economic growth refers to the increase in production of goods and services over a given period in a country. Economic growth leads to an increase in profits for businesses. Apart from this, it also leads to an increase in the prices of shares. As an economy grows and prices of shares increase, businesses get the capital that they can use in hiring employees and invest in other endeavors. As more employees are hired by a business, the level of income also increases. This implies that consumers have more money to spend on products and services. This in turn leads back to increased economic growth rate. 
	In macroeconomics, economic growth can be measured by gross domestic product. Gross domestic product considers a country’s total economic output in determining the rate of economic growth. All goods and services that are produced and sold in a country are part of the gross domestic product. Apart from this, gross domestic product is also considered to be an important measure of economic growth as it removes the impact of inflation. However, the World Bank also recommends the use of gross national income for measuring economic growth of a country. Gross national income includes money that is remitted by members of the diaspora. 
What is Gross National Income? Is it related to Purchasing Power Parity? 
	Gross national income is the combination of gross domestic product and receipts from working employees abroad. Gross national income also includes net taxes and property income (Organization for Economic Co-Operation and Development, 2021). However, it does not include subsidies that are directed towards production. Receipts that are received from employees working abroad are collected from individuals who live in an economic territory and work in foreign countries. It also includes receipts from seasonal workers, who may go to foreign countries to work for only a short period (Organization for Economic Co-Operation and Development, 2021). Property income includes retained earnings, dividends, and interests among others. 
	Gross national income is related to purchasing power parity. Purchasing power parity rates are used in expressing gross national income in international dollars (Organization for Economic Co-Operation and Development, 2021). An international dollar is a currency unit with an equal purchasing power as the United States dollar. Once the gross national income is expressed in local currency, purchasing power parity is applied in converting it using the International Comparison Program (Organization for Economic Co-Operation and Development, 2021). The United Nations is responsible for collecting data that is used in doing the comparison. It also relies on estimates provided by the World Bank. 
What Factors can affect the full Employment, in Classical Macroeconomic Models? 
	According to the classical macroeconomic models, an economy is considered to be self-regulating. This implies that an economy can naturally achieve real output or gross domestic product. What is considered to be the natural level of real output or gross domestic product is when an economy’s resources are fully employed. The classical macroeconomic models indicate that while the economy can be unstable from time to time, self-adjustment mechanisms can bring back to the natural level. These mechanisms naturally exist in a country’s market system. The explanation provided under the classical macroeconomic models is based on the assumption that wages, prices, and interests are flexible. 
	Based on this, the classical macroeconomic models indicate that unemployment can occur when real wages are more than market-clearing wage rate. When this happens, a surplus of labor supply is experienced. When unemployment occurs in the classical macroeconomic models, it would imply that real wages are high. Classical unemployment can result from different factors including influence of trade unions, minimum wages, and deflation. In the case of trade unions, they can cause unemployment when they engage in bargains that are beyond the equilibrium wage rate. In the case of deflation, the need to maintain full employment can lead to the cutting of wages. 
What is an Example of a Successful Macroeconomic Policy implemented by a Government? 
	The United States is a country that has implemented a successful macroeconomic policy. The United States government implemented a monetary policy to aid economic recovery in the aftermath of the coronavirus pandemic. Through this policy, the government implemented the American Families Plan and the American Jobs Plan (Hodge & Lin, 2021). Through these programs, the federal government increased tax expenditures and spending. The tax expenditures and spending are expected to increase by $4.3 trillion in the next decade. This will account for 18.7% of the current gross domestic product (Hodge & Lin, 2021). The policy is still in effect in the face of the pandemic. 
	According to the International Monetary Fund, the monetary policy implemented by the United States is expected to increase the gross domestic product by 5% between 2022 and 2024 (Hodge & Lin, 2021). The International Monetary Fund indicates that spending in the United States will increase over the next years as the pandemic is brought under control. Programs such as child tax credits, and cash transfers to households are expected to increase spending over the next few years (Hodge & Lin, 2021). Apart from this, the provision of childcare support is expected to lead to more parents participating the labor force. 
What are the Three Goals of Macroeconomics and how are they Measured? 
	The three main macroeconomic goals are full employment, economic growth, and stability. Full employment is about having jobs for everyone that has the capability of working. However, it does not imply 100% employment. This is mainly because certain individuals may not want to work or are at home waiting to start a new job. Therefore, full employment can range from 94%-96% level of employment in an economy. In recent times, it has been difficult for countries, even the United States, to maintain low levels of employment. Economic growth is a macroeconomic goal that is aimed at determining a country’s health in terms of the goods and services that it produces. If a country produces more, the standards of living also increase, and this translates to a higher economic growth. Gross domestic product is the main tool that is used in assessing the level of economic growth of a country. The level of economic growth can change from time to time due to different factors. 
	Another important macroeconomic goal is price stability. This is about ensuring that the prices of goods and services are steady. When the prices of goods and services rise, it would be considered to be inflation. When there is inflation in a country, the purchasing power of individuals can reduce. Inflation does not affect individuals, but also businesses. Therefore, the goal for all countries is to keep inflation as low as possible. 
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