Chap21hw
Short Answer

1.
What is the difference between monetary policy and fiscal policy?

2.
Suppose that the government spends more on a missile defense program. What does this do to aggregate demand? How is you answer affected by the presence of the multiplier, crowding-out and taxes?

3.
Suppose that there are no crowding-out effects and the MPC is .9. By how much must the government increase expenditures to shift the aggregate demand curve right by $10 billion?  By how much would government have to lower taxes to get the same $10 billion shift?

4.
Suppose that consumers become pessimistic about the future health of the economy. What will happen to aggregate demand and to output? What might the president and Congress have to do to keep output stable?

5.
Explain how unemployment insurance acts as an automatic stabilizer.
