Course: ECON—G-GE-T-2
Course Title: Introductory Macroeconomics
Generic Elective; Credit — 6; Full Marks — 75

COURSE CONTENT:

National Income Accounting, unemployment and open economy issues

Macroeconomic data — National Income Accounting and Cost of Living; Concept of Growth — Role
of Savings, Investment and Financial Intermediation; Open economy — Balance of Payments,
exchange rates, and capital flow; Concept of unemployment — Types and their chracteristics; Growth
accounting and Solow residual

Money and Inflation
Theory of aggregate demand — components and their interrelations — crowding out — Factors causing

shift in the function; Theory of aggregate supply — determinants of supply and shift factors;
Interaction of aggregate demand and supply.

1|Page



National Income Accounting, unemployment and open economy issues.

National income accounting and the cost of living are two concepts that are closely related but serve
different purposes in economics.

1. National Income Accounting: National income accounting is a system used to measure the
economic performance of a country. It tracks various aspects of economic activity within a
country over a specific period, typically a year. Key measures in national income accounting
include Gross Domestic Product (GDP), Gross National Product (GNP), Net National
Product (NNP), and National Income (NI). These measures help economists and
policymakers understand the overall health and growth of an economy, as well as how
income is distributed among different sectors and agents within the economy.

2. Cost of Living: The cost of living refers to the amount of money needed to sustain a certain
standard of living, including the cost of housing, food, transportation, healthcare, and other
essential expenses. It is influenced by factors such as inflation, wages, and changes in the
prices of goods and services. Economists often use various price indices, such as the
Consumer Price Index (CPI) or the Cost of Living Index (COLI), to track changes in the cost
of living over time. These indices help individuals, businesses, and policymakers understand
how changes in prices impact purchasing power and overall economic well-being.

While national income accounting focuses on measuring the owverall economic activity and
performance of a country, including the production and distribution of goods and services, the cost
of living specifically looks at how prices affect individuals' ability to maintain a certain standard of
living. However, changes in the cost of living can also have implications for national income
accounting, as they can influence consumption patterns, savings rates, and overall economic growth.
Similarly, changes in economic activity, as measured by national income accounting, can affect the
cost of living through their impact on employment, wages, and prices.
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Concept of Growth - Role of Savings, Investment and Financial
Intermediation

The concept of economic growth refers to the sustained increase in a country's real gross domestic
product (GDP) over time. Several factors contribute to economic growth, and savings, investment,
and financial intermediation play crucial roles in this process:

1. Savings: Savings refer to the portion of income that is not spent on consumption. When
individuals, households, or businesses save, they contribute to the pool of financial resources
available for investment. Higher levels of savings can lead to increased investment, which,
in turn, can stimulate economic growth. Savings provide the funds that can be channeled
into productive investments, such as infrastructure projects, research and development, and
capital goods, which enhance productivity and contribute to long-term economic growth.

2. Investment: Investment involves using savings to purchase physical or financial assets with
the expectation of generating future income or returns. Investment is essential for economic
growth because it leads to the accumulation of capital, which boosts productivity and output
in the economy. Types of investment include spending on machinery, equipment, factories,
technology, education, and research. Investment not only expands the productive capacity of
the economy but also creates jobs, fosters innovation, and improves living standards over
time.

3. Financial Intermediation: Financial intermediation refers to the process by which financial
institutions such as banks, credit unions, and investment firms facilitate the flow of funds
between savers and investors. Financial intermediaries play a critical role in the economy by
pooling savings from savers and allocating them to borrowers and investors who need funds
for various purposes, such as starting or expanding businesses, purchasing homes, or
funding government projects. By providing financial services such as lending, borrowing,
investing, and risk management, financial intermediaries help to mobilize savings efficiently
and allocate capital to its most productive uses, thereby promoting economic growth.

In summary, savings, investment, and financial intermediation are interconnected components of the
economic growth process. Higher levels of savings provide the financial resources necessary for
investment, while investment in productive assets contributes to capital accumulation, technological
advancement, and increased productivity. Financial intermediaries facilitate the efficient allocation
of savings to investment opportunities, fostering economic growth and development over time.
Therefore, policies that encourage savings, promote investment-friendly environments, and support a
well-functioning financial system are essential for fostering sustained economic growth and
prosperity.
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Open economy — Balance of Payments, exchange rates, and capital flow

In an open economy, the balance of payments, exchange rates, and capital flows are interrelated
components that play crucial roles in determining the overall health and stability of the economy.
Let's discuss each of these concepts:

1. Balance of Payments (BoP): The balance of payments is a record of all economic
transactions between residents of one country and the rest of the world over a specific
period, typically a year. It is divided into two main accounts: the current account and the
capital and financial account.

e Current Account: The current account records transactions involving the exchange
of goods, services, income, and unilateral transfers (gifts, aids, etc.) between a
country and the rest of the world. It includes trade balance (exports minus imports),
net income from abroad (such as interest, dividends, and wages), and net transfers.

e Capital and Financial Account: The capital and financial account measures capital
flows into and out of a country. It includes foreign direct investment (FDI), portfolio
investment (such as stocks and bonds), changes in reserve assets (such as central
bank holdings of foreign currency), and other investments.
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2. Exchange Rates: Exchange rates determine the value of one currency relative to another in
the foreign exchange market. They play a critical role in international trade and capital flows
by influencing the competitiveness of exports and imports, as well as the attractiveness of
foreign investments.

o Floating Exchange Rates: In a floating exchange rate system, exchange rates are
determined by market forces of supply and demand. They fluctuate freely based on
factors such as interest rates, inflation, trade balances, and capital flows.

o Fixed Exchange Rates: In a fixed exchange rate system, governments or central
banks set and maintain the value of their currency relative to a reference currency or
a basket of currencies. They achieve this by buying or selling their currency in the
foreign exchange market to stabilize its value.

3. Capital Flows: Capital flows refer to the movement of money or capital into and out of a
country for investment purposes. They can take various forms, including foreign direct
investment, portfolio investment, loans, and grants. Capital flows are influenced by factors
such as interest rate differentials, economic growth prospects, political stability, and investor
sentiment. They can have significant effects on exchange rates, asset prices, and overall
macroeconomic stability.

In summary, in an open economy, the balance of payments reflects the interactions between a
country and the rest of the world, including trade in goods and services, income flows, and capital
movements. Exchange rates play a crucial role in facilitating international transactions and
influencing trade competitiveness and capital flows. Capital flows, in turn, affect exchange rates and
can have important implications for a country's economic performance and financial stability.
Therefore, policymakers closely monitor these interrelated factors and implement appropriate
measures to promote economic stability, growth, and resilience in the face of external shocks.

A6 (AT ANASF FoTANS, (TG IS, AHGF (F6, A3 AT IR AN AT IF TN 1
TfAfeF Feera ST P55 9 F¥fow Aaad Fa7 5o 7 S T @1 I =feft
TR fVE SETHAT FAT I S| (TG IS (BOP): (6 IS 2 9306 (FFG (I 936
(TOTH TR 8 A S SROTH S ST SR g AANASS (TN ©lferp] FACR,
SIS 9% FEF 9| afb 7316 T4 BT foe: IO 51T 932 Feay 95 S 2| »
FON R A RAF (FFE FAT 27 7%, (1, AT, 932 A (77 aR {037 7y a3
FNA6F ((qmEg 336 72 932 aft T[T TEFre AfARNF TR O (FHof (AF THolfe),
AT (@ BY AT (T 7, fST™, 93 T9W), 932 @ FHHE HRAT IFTFF FHSIEA| .
TN A2 SRS BT AT a7 AT AT 9F6 (e A T TR T | a6
AR (TN T o AfeF [A@T (9%fearR), cnbwifrs {fa@s (T o a3k I9), [feq
15w oM (T TR F TABL IS HET I (AT A7 Sy @S 51T @7
FE| 3 ATWES (F6: TGS (F6 TG T 30 JuF T g F@ {5y Iomd| aft
RGO FMTET 93 FTHA] SMRT Ty SR O] e FE AFCMG 97 AR
sfsrnfarer, S A Rfqamss srs¥dzer Fe1fde FE@| « T3 7GR (F6: 9376 939 I3

(A6 NCOE, 3®S (F6 SIERA M I8 e 7@y fasfae 231 aft sforfesr fsfee

5|Page



Jeel e Tow 27 @ s T, JaT -9, AN CTET T SETFerer, 92
AT AR« 57 A7ES (F6: 93 e a7E @6 Meow, Fa91F I1 (FAT ITRF ©Iwd JuF
T 9776 T AT A1 (6 34T IFE T Hefde FE 932 aft ey s T Tom
AN | o | AT SR AT ZJT Ul AT 34T 9F (7 (F TRE 93 SF STaeT bifere @ A
(A TCA@R SR (TR a6 ST F01 (@831 I, (@ e @, (nbifers @, aie,
AT TR | T HART TS AT I (T S WA 45, Tfos Jad AT =Sf,
AR Mforre], 432 RAfT@FET 7@37| a6 9HES (@6, W FT, 472 THHT MF AN
FIfete ST To1F (BT 9T NHRTS IHf6 (0T T Ahed FHFNeR 3 AT FHhote sFwf
ST (H© M| O, AMGAARAT 93 ST SAMS(T [FF6 T Fba @ 932 MRS

o

G YA e o 3, o 932 el RIE T5F 533 FE|

Concept of unemployment — Types and their characteristics

Unemployment refers to the situation where individuals who are willing and able to work are unable
to find employment opportunities. It's a significant economic and social issue that affects
individuals, families, and entire economies. There are several types of unemployment, each with its
own characteristics:

1. Frictional Unemployment: Frictional unemployment occurs when individuals are between
jobs or are transitioning from one job to another. It is often considered temporary and is
typically associated with the time it takes for workers to search for and find suitable
employment opportunities that match their skills and preferences. Characteristics of
frictional unemployment include:

e Voluntary nature: Individuals may voluntarily leave their jobs to search for better
opportunities or may be transitioning from school to the workforce.

e Short-term duration: Frictional unemployment tends to be temporary since
individuals are actively seeking employment and typically find jobs relatively
quickly.

2. Structural Unemployment: Structural unemployment arises when there is a mismatch
between the skills and qualifications of workers and the available job opportunities. This
type of unemployment is often caused by technological changes, shifts in consumer
preferences, or changes in the structure of industries. Characteristics of structural
unemployment include:

e Long-term nature: Structural unemployment tends to persist over an extended period
as workers may need to acquire new skills or retrain to meet the demands of
evolving industries.

e Geographic and occupational mismatch: Structural unemployment can be localized
in specific regions or industries where there is a surplus of labor relative to available
job openings.
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3. Cyclical Unemployment: Cyclical unemployment is associated with fluctuations in the
business cycle and occurs when there is a downturn in economic activity, leading to a
decrease in the demand for labor. This type of unemployment is often caused by recessions
or periods of economic contraction. Characteristics of cyclical unemployment include:

e Inverse relationship with economic growth: Cyclical unemployment tends to rise
during economic downturns when GDP growth is negative or sluggish.

e Linked to aggregate demand: Cyclical unemployment is driven by fluctuations in
aggregate demand for goods and services, which affects the demand for labor across
industries.

4. Seasonal Unemployment: Seasonal unemployment occurs when certain industries or
occupations experience fluctuations in demand due to seasonal factors. This type of
unemployment is prevalent in sectors such as agriculture, tourism, retail, and construction.
Characteristics of seasonal unemployment include:

o Predictable patterns: Seasonal unemployment follows a recurring pattern based on
seasonal variations in demand for specific goods or services.

e Temporary nature: Seasonal workers may be laid off during off-peak seasons but
rehired when demand picks up again, resulting in temporary unemployment spells.

Understanding the different types of unemployment and their characteristics is essential for
policymakers and economists to develop targeted interventions and policies to address specific
causes and mitigate the negative impacts of unemployment on individuals and the economy as a
whole.
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Growth accounting and Solow residual

Growth accounting and the Solow residual are analytical tools used in economics to understand the
sources of economic growth and productivity changes over time. They are particularly associated
with the neoclassical growth theory developed by Robert Solow.

1. Growth Accounting: Growth accounting is a method used to decompose the sources of
economic growth into various factors, typically labor, capital, and total factor productivity
(TFP). The basic idea is to account for the contributions of inputs such as labor and capital
accumulation, as well as the efficiency with which these inputs are used (TFP), to changes in
output or GDP over time.

e Labor input typically refers to the number of hours worked or the size of the labor
force.

e Capital input involves measures of physical capital stock, such as machinery,
equipment, and infrastructure.

e Total factor productivity (TFP) represents the residual output that cannot be
explained by changes in labor and capital inputs alone. It captures technological
progress, efficiency gains, and other factors that influence productivity but are not
directly attributable to labor or capital accumulation.

2. Solow Residual: The Solow residual, named after economist Robert Solow, is the portion of
economic growth that cannot be explained by changes in capital and labor inputs. It is
calculated as the difference between actual output growth and the growth that can be
accounted for by changes in labor and capital inputs, according to a specified production
function.
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o Mathematically, the Solow residual is expressed as: Solow Residual = Actual
Output Growth - (Growth explained by labor and capital inputs)

e The Solow residual captures the effects of technological progress, innovation,
improvements in managerial practices, and other factors that enhance productivity
and output beyond what can be attributed to increases in labor and capital.

Both growth accounting and the Solow residual are useful tools for economists and policymakers to
understand the drivers of economic growth and to evaluate the relative importance of factors such as
capital accumulation, labor force growth, and technological change. They provide insights into how
changes in inputs and productivity contribute to overall economic performance and can help guide
policies aimed at promoting sustained and inclusive economic growth.
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Money and Inflation

Theory of aggregate demand — components and their interrelations
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The theory of aggregate demand (AD) is a fundamental concept in macroeconomics that explains the
total demand for goods and services in an economy at various price levels. Aggregate demand is
typically represented as the sum of consumption expenditure (C), investment expenditure (1),
government expenditure (G), and net exports (NX). These components are interrelated and influence
each other in various ways:

1. Consumption Expenditure (C): Consumption expenditure represents the total spending by
households on goods and services. It is influenced by several factors, including disposable
income, consumer confidence, interest rates, wealth, and expectations about future income
and prices. The relationship between consumption and other components of aggregate
demand is as follows:

e Consumption is positively related to disposable income: As disposable income
increases, households have more purchasing power, leading to higher consumption.

e Consumption is inversely related to the marginal propensity to save: A higher
propensity to save means that a smaller portion of disposable income is spent on
consumption, and vice versa.

e Consumption can also be influenced indirectly by changes in wealth (e.g., through
changes in asset prices) and expectations about future income and prices.

2. Investment Expenditure (I): Investment expenditure refers to spending by businesses on
capital goods, such as machinery, equipment, buildings, and infrastructure. It also includes
expenditures on research and development (R&D) and inventories. Investment expenditure
is influenced by factors such as interest rates, business confidence, technological
advancements, expectations about future profitability, and government policies. The
relationship between investment and other components of aggregate demand is as follows:

o Investment is influenced by interest rates: Lower interest rates reduce the cost of
borrowing for investment purposes, making investment more attractive.

e Investment is influenced by expectations about future profitability: Positive
expectations about future demand and profitability encourage businesses to invest in
expanding capacity and upgrading technology.

3. Government Expenditure (G): Government expenditure represents spending by the
government on goods and services, as well as transfer payments such as social welfare
programs and subsidies. Government expenditure is determined by fiscal policy decisions,
including budget allocations, taxation, and public debt management. The relationship
between government expenditure and other components of aggregate demand is as follows:

e Government expenditure can directly stimulate aggregate demand by increasing
overall spending in the economy.

o Government expenditure can also indirectly influence consumption and investment
through its effects on income distribution, public confidence, and business
expectations.

4. Net Exports (NX): Net exports represent the difference between exports (goods and services
sold to foreign countries) and imports (goods and services purchased from foreign
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countries). Net exports can be influenced by factors such as exchange rates, trade policies,
domestic and foreign income levels, and relative price levels. The relationship between net
exports and other components of aggregate demand is as follows:

o Net exports are influenced by exchange rates: A depreciation of the domestic
currency makes exports cheaper for foreign buyers and imports more expensive for
domestic consumers, leading to an increase in net exports.

o Net exports are influenced by domestic and foreign income levels: Higher domestic
income levels tend to increase imports, while higher foreign income levels tend to
increase exports.

In summary, the components of aggregate demand-—consumption, investment, government
expenditure, and net exports—are interrelated and collectively determine the total demand for goods
and services in an economy. Changes in one component can have multiplier effects on other
components and on overall economic activity, influencing factors such as output, employment,
inflation, and economic growth. Therefore, understanding the dynamics and interrelations among
these components is essential for policymakers and economists in designing effective
macroeconomic policies to stabilize and stimulate the economy.
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Crowding out — Factors causing shift in the function

Crowding out is an economic phenomenon that occurs when increased government spending
displaces or "crowds out" private sector investment, leading to a decrease in overall investment
levels. It is typically associated with expansionary fiscal policy, where the government increases its
spending or reduces taxes to stimulate economic activity. Crowding out can occur through various
mechanisms, and several factors can cause shifts in the crowding-out effect:

1. Interest Rates:

e When the government increases its spending or reduces taxes, it typically needs to
finance the resulting budget deficit by borrowing from financial markets.

e Increased government borrowing raises demand for loanable funds, putting upward
pressure on interest rates.

e Higher interest rates make borrowing more expensive for businesses and
households, reducing their investment and consumption spending.

e Therefore, higher interest rates resulting from increased government borrowing can
exacerbate the crowding-out effect by reducing private sector investment.

2. Investor Confidence:

o If investors perceive increased government spending as unsustainable or leading to
higher future taxes or inflation, they may become less willing to invest in the private
sector.

e Reduced investor confidence can lead to a decline in private sector investment,
exacerbating the crowding-out effect.

3. Resource Constraints:

o When the government increases its spending, it may compete with the private sector
for scarce resources such as labor, capital, and raw materials.
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If resources are fully utilized or if there are supply constraints in the economy,
increased government spending may lead to inflationary pressures rather than
stimulating real economic activity.

In such cases, the crowding-out effect may occur as private sector firms find it more
challenging to access the resources they need for investment and production.

4. Exchange Rates:

Expansionary fiscal policy, particularly when accompanied by loose monetary
policy, can lead to currency depreciation.

A depreciation in the domestic currency makes imports more expensive and exports
cheaper, leading to an increase in net exports (a shift in the aggregate demand
curve).

The resulting increase in net exports can partially offset the crowding-out effect by
boosting overall economic activity, although this depends on the responsiveness of
exports and imports to changes in exchange rates.

5. Global Capital Flows:

In an open economy, increased government borrowing may attract foreign capital
inflows seeking higher returns on government bonds.

While foreign capital inflows can help finance the government deficit and mitigate
the crowding-out effect, they may also appreciate the domestic currency and reduce
the competitiveness of exports, potentially offsetting the positive effects.

Overall, the magnitude of the crowding-out effect depends on the responsiveness of interest rates,
investor confidence, resource availability, exchange rates, and global capital flows to changes in
government spending and borrowing. Policymakers need to carefully consider these factors when
formulating fiscal and monetary policies to minimize the adverse effects of crowding out and
maximize the effectiveness of stimulus measures in promoting economic growth and stability.
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Theory of aggregate supply — determinants of supply and shift factors

The theory of aggregate supply (AS) in economics describes the relationship between the quantity of
goods and services supplied by producers and the overall price level in an economy. The aggregate
supply curve shows the total output that producers are willing to supply at different price levels,
holding other factors constant. There are two main views of aggregate supply: the short run and the
long run.

1. Short-Run Aggregate Supply (SRAS): In the short run, aggregate supply is influenced by
factors such as input prices, nominal wages, and productivity levels. The determinants of
short-run aggregate supply and factors that can cause shifts in the SRAS curve include:
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e Input Prices: Changes in input prices, such as the cost of labor, raw materials,
energy, and other production inputs, can affect producers' costs and influence their
willingness to supply goods and services at different price levels. Higher input
prices typically lead to a decrease in short-run aggregate supply, shifting the SRAS
curve to the left, while lower input prices lead to an increase in aggregate supply,
shifting the curve to the right.

o Nominal Wages: Nominal wages, or the wages paid to workers in the economy, also
influence production costs and the level of aggregate supply. Changes in nominal
wages can affect the overall cost of production for firms. Higher nominal wages
tend to decrease short-run aggregate supply, shifting the SRAS curve to the left,
while lower nominal wages increase aggregate supply, shifting the curve to the
right.

e Productivity: Productivity measures the efficiency of production and is influenced
by factors such as technological advancements, capital investment, and
improvements in labor skills. Higher productivity enables firms to produce more
output with the same level of inputs, leading to an increase in short-run aggregate
supply and a rightward shift of the SRAS curve. Conversely, decreases in
productivity reduce aggregate supply, shifting the curve to the left.

2. Long-Run Aggregate Supply (LRAS): In the long run, aggregate supply is determined by
factors such as the economy's productive capacity, potential output, and natural rate of
unemployment. The determinants of long-run aggregate supply and factors that can cause
shifts in the LRAS curve include:

e Potential Output: Potential output represents the maximum level of output that an
economy can produce when all resources are fully employed at their natural levels.
Changes in potential output, such as increases in the labor force, capital stock, or
technological progress, can lead to shifts in the long-run aggregate supply curve. An
increase in potential output results in an outward shift of the LRAS curve, while a
decrease leads to a shift inward.

o Natural Rate of Unemployment: The natural rate of unemployment is the rate of
unemployment that exists when the economy is at full employment, with all
available resources being utilized efficiently. Changes in the natural rate of
unemployment, which can result from demographic shifts, changes in labor market
institutions, or government policies, can affect the economy's productive capacity
and potential output, leading to shifts in the LRAS curve.

e Supply-Side Policies: Government policies aimed at improving the economy's
productive capacity and efficiency, such as investments in education and training,
infrastructure development, deregulation, and tax reforms, can influence long-run
aggregate supply. Supply-side policies that enhance productivity and increase the
economy's potential output can lead to rightward shifts in the LRAS curve, while
policies that hinder productivity growth may shift the curve to the left.

In summary, the theory of aggregate supply identifies various determinants and factors that influence
the level of output that producers are willing to supply at different price levels in the short run and
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the long run. Understanding these determinants and their effects on aggregate supply is essential for
analyzing the dynamics of output, inflation, and economic growth in an economy.
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Interaction of aggregate demand and supply.

The interaction of aggregate demand (AD) and aggregate supply (AS) is a fundamental concept in
macroeconomics that explains the determination of the equilibrium level of output and price level in
an economy. The intersection of the AD and AS curves represents the equilibrium point where the
quantity of goods and services demanded equals the quantity supplied at a particular price level. This
equilibrium point provides insights into the overall macroeconomic performance of an economy and
helps to understand the dynamics of output, employment, and inflation.

1. Short-Run Equilibrium: In the short run, the equilibrium level of output and price level is
determined by the intersection of the AD and AS curves. If aggregate demand exceeds
aggregate supply at the current price level, there will be excess demand in the economy,
leading to upward pressure on prices (inflation). Conversely, if aggregate supply exceeds
aggregate demand, there will be excess supply, leading to downward pressure on prices
(deflation). Changes in aggregate demand or supply can lead to shifts in the AD and AS
curves, resulting in changes in the equilibrium level of output and price level.

2. Long-Run Equilibrium: In the long run, the economy tends to adjust to its potential output
level, which is determined by the economy's productive capacity and the natural rate of
unemployment. In the long run, the aggregate supply curve is vertical (perfectly inelastic) at
the level of potential output, reflecting the fact that changes in the price level do not affect
the economy's productive capacity. Therefore, in the long run, the equilibrium level of
output is determined by the intersection of the AD curve and the long-run aggregate supply
(LRAS) curve, which represents potential output. Any deviations from potential output in
the long run tend to be temporary and are corrected through adjustments in prices and
wages.

3. Implications for Macroeconomic Policy: The interaction of AD and AS has important
implications for macroeconomic policy. For example:

e Fiscal policy, such as changes in government spending or taxes, can influence
aggregate demand and shift the AD curve. Expansionary fiscal policy (increased
government spending or tax cuts) tends to increase aggregate demand and output in
the short run, while contractionary fiscal policy (reduced government spending or
tax increases) tends to decrease aggregate demand and output.

e Monetary policy, such as changes in interest rates or the money supply by the
central bank, can also affect aggregate demand and shift the AD curve. Lowering
interest rates or increasing the money supply tends to stimulate borrowing,
spending, and investment, leading to an increase in aggregate demand and output,
while raising interest rates or reducing the money supply has the opposite effect.
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o Supply-side policies, such as investments in education, training, infrastructure, and
technology, can influence aggregate supply and shift the AS curve. Supply-side
policies that enhance productivity and increase potential output can lead to
sustainable economic growth and improve the long-run performance of the
economy.

Overall, the interaction of aggregate demand and supply is central to understanding the
determination of output, employment, and inflation in an economy. Policymakers use various tools
and policies to manage aggregate demand and supply to achieve macroeconomic objectives such as
price stability, full employment, and sustainable economic growth.
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