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Question 1
An increase in customer's income means people have a higher purchasing power, leading to increased demand for goods. Despite this general outcome, there are several possible implications on demand for goods. Demand for high-quality goods goes up with the increase in income, while that for low-quality goods goes down as people move to upgrade the quality of their lives due to their newly acquired economic status. (Leibenstein. 1950)
The income-expenditure model's logic is that; a country produces as many goods as it sees sufficient for sale while the variability of the total productivity and production expenditure is intricately linked to stabilizing the economy. A country's overall GDP demand is influenced by the levels of consumer consumption and the expenses that go into production.
An economy's potential output is essentially an analysis of the resource at the country's disposal and how effectively it can utilize those resources to produce goods and services. The potential economic output is influenced by the affordability and availability of resources and how the country can effectively utilize these resources. (DeMasi. 1997)







Question 2
The modern global economy is dynamic, and such countries have to be innovative to develop new or improve existing sources of revenue. Essentially, research and development (R&D) aims to create new goods and technologies that give a country a competitive advantage over other world economy players. A specific country's R&D has the objective of generating new concepts and information, applying these newly acquired concepts to the production process to increase revenue ultimately. (Griliches. 2007) America leads the global R&D development with at least 2.84% of its GDP going into R&D
An industrial policy is a strategic plan or strategy to boost the expansion and development of all its economic aspects, focusing on its manufacturing economic sector. (Rodrik. 2008) Essentially, industrial policies aim to create an enabling and competitive environment for the private and public manufacturing sectors to realize their maximum potential. Some financial analysts have praised the industrial policy as a practical tool for growing a country's economy. In contrast, others have criticized the policy as a ploy to enrich a country's political elite and the rich. (Pack and Saggi. 2006)
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