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The vﬂmwdm; believed that ;
easures were taken to stimu-
late production or supply in the
:m_.c:m businesses and indus-

There is a contrasting theory
10 supply-side economics,
Called demand-side economics.
This theory maintains that the
government revives the econ-
omy Dby stimulating the con-
sumption of goods and services.

The diagram on this page
outlines these theories. Notice
that both economic theories
have the same objective: they
emphasize different methods to
achweve the goal. Study the dia-
gram and answer the questions.

COMPREHENSION

Summarizing Main Ideas
1. What is the economic goal

common to both supply-side

and demand-side economics?

2. Summarize  supply-side

economics.

3. Summarize demand-side

economics.
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Supply and Demand
Supply-Side Economics

Stimulate production (sup-
ply) to boost economy

Cut taxes and government
regulations to increase
incentives to business and
individual

Business will invest and
expand creating jobs; peo-
ple will work harder, save

and spend more money

Increased investment and
expansion lead to hiring

more workers resulting in
increased production

Controlled

APPLICATION
Providing Examples

4. In the space provided indi-
cate which economic theory
each of the following measures
reflects. Write S for supply-side
economics or D for demand-
side economics.

cut taxes and government
regulations

__increase all federal spend-

Ing

—reduce individual taxes
— increase allotment of food

stamps

—— eliminate regulatory fed-

eral agencies

Employment Will Rise,
Economy Will Grow, More
Taxes Collected, Inflation

Reaganomics

Demand-Side Economics

_ m::._c_m..o consumption of

goods and services
(demand)

Cut individual taxes or
increase federal spending
to put more money in

people’s pockets

With more money, people
will buy more

To meet the demand,

businesses will increase
productivity, hire more
workers

EVALUATION
Judging Policies

5. Which theory do you think

Is more effective? Why?
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