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Abstract: New classical macroeconomics plays a critical role in the global economy, with its theoretical framework empha-
sizing free markets, rational choice, and the importance of monetary policy. In the development of the world economy, new 
classical macroeconomics has promoted the liberalization of capital markets and encouraged international investment and 
trade. Through the theory of marginal productivity, it focuses on the relationship between wages and productivity, proposing 
to adjust wage levels to reduce unemployment. At the same time, it emphasizes the impact of monetary policy and rational 
expectations on lowering the expected level of inflation. New classical macroeconomics emphasizes technological inno-
vation and free market competition, promoting stability and growth in the global economy. Its theoretical contributions to 
resource allocation, labor market, and inflation control play a positive role in shaping the development of the world economy.
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1. Introduction
New classical macroeconomics, as an important school of thought in economics, profoundly influences the understanding 

and prediction of global economic development. Since the early 20th century, the development of neoclassical theory has 
had a positive significance in explaining market behavior and accelerating economic operation. This theoretical framework 
emphasizes the spontaneous regulatory ability of market mechanisms, the driving force of individual rational choice, 
and the crucial role of capital accumulation and technological innovation in economic growth[1]. Globally, new classical 
macroeconomics not only has a profound impact on policy-making in developed countries but also triggers an economic 
revolution in emerging markets and developing countries. This article will focus on the role of new classical macroeconomics 
in explaining the development of the world economy. It will explore the influence of its theoretical foundation on international 
economic relations, capital markets, labor markets, and monetary policy, as well as the challenges and controversies it faces 
in the era of globalization and economic uncertainty. Through in-depth analysis of the theoretical framework and practical 
applications of new classical macroeconomics, we can better understand the key role this school of thought plays in shaping 
the global economic landscape and promoting economic development.

2. Current Status of the Development of New Classical Macroeconomics 
New classical macroeconomics emphasizes the spontaneous regulatory ability of market mechanisms and believes 

that a free-market economy can achieve efficient allocation of resources without excessive government intervention. 
This perspective plays an important role in macroeconomic policy, especially in economic systems that advocate market 
freedom and private ownership. At the same time, it deeply analyzes the driving role of technological innovation and capital 
accumulation in economic growth. In recent years, with the rapid development of technology, new classical macroeconomics 
has become increasingly important in explaining how technological innovation shapes the economic landscape and affects 
productivity. New classical macroeconomics also plays an important role in international trade theory, where concepts such 
as comparative advantage are widely used to explain trade interactions between nations and the impact of globalization 
on the economy. The formation and development of global value chains are also related to the international trade theory 
of new classical macroeconomics. New classical macroeconomics has conducted in-depth research on financial markets 
and monetary policy, analyzing factors such as money supply, inflation, and interest rates within its framework, to better 
explain and respond to financial crises. Although new classical macroeconomics has achieved success in many respects, it 
also faces criticism and challenges. Some economists have proposed more comprehensive considerations of issues such as 
environmental sustainability, income inequality, and social justice. In the future, these issues need to be further expanded 
and revised[2].
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3. The role of New Classical Macroeconomics in the development of the world 
economy.
3.1 Accelerating capital mobility and promoting international investment

New Classical Macroeconomics advocates for a free market and an open international economic system, which has 
facilitated the liberalization of capital markets worldwide. This encourages multinational companies and investors to freely 
move capital across different countries. The liberalization of international capital flows helps achieve efficient allocation of 
resources and promotes overall global economic growth. The theory of comparative advantage holds a significant position 
in New Classical Macroeconomics, emphasizing that countries can achieve optimal resource allocation through specialized 
production and global trade. It promotes international division of labor and cooperation, accelerating trade and investment 
activities among different countries. Through the theory of comparative advantage, international resources can flow more 
effectively, leading to synchronized economic development among nations. New Classical Macroeconomics considers 
the freedom and efficient operation of capital markets as crucial factors for economic growth and resource allocation. 
It incentivizes the development and innovation of capital markets, encouraging broader participation of international 
investors in various national capital markets. The development of capital markets provides more financing and investment 
opportunities for businesses, driving economic activities globally. From the perspective of New Classical Macroeconomics, 
the international financial system has gradually evolved from closed national systems to more open and interdependent 
structures. This evolution facilitates better risk diversification, promotes investment, and strengthens economic ties between 
different countries[3].

3.2 Reducing market unemployment and adjusting the labor market
The marginal productivity theory in New Classical Macroeconomics suggests that wage levels should reflect individual 

marginal productivity. Within this theoretical framework, ensuring that wage levels accurately reflect the actual productivity 
of labor can reduce unemployment rates and incentivize employers to hire more labor. New Classical Macroeconomics 
emphasizes the role of a free market, stating that markets can adjust spontaneously to achieve supply-demand equilibrium. 
In the labor market, supporting flexible allocation makes it easier for employers to hire and dismiss employees to adapt to 
market changes, thereby reducing structural unemployment. New Classical Macroeconomics highlights the importance of 
reducing labor market frictions. By improving information flow, enhancing skills training, and improving job matching, 
potential labor market frictions can be reduced, making it easier for job seekers to find suitable employment and therefore 
lowering unemployment rates. In New Classical Macroeconomics, monetary policy is considered an important tool that 
influences the labor market[4]. By adjusting interest rates and money supply, central banks can impact overall economic 
activity, thus affecting the unemployment rate. Lowering interest rates usually stimulates investment and consumption, 
contributing to higher employment levels. New Classical Macroeconomics emphasizes individual rational decision-making, 
suggesting that individuals consider factors such as wage levels, benefits, and working conditions when deciding whether 
to participate in the workforce. Therefore, policymakers can encourage more people to participate in the labor market by 
providing incentives such as tax reductions and improving welfare levels, aiming to reduce potential unemployment[5].

3.3 Reducing inflation and promoting economic development
Within the framework of New Classical Macroeconomics, money supply is considered one of the main factors 

determining the level of inflation. Through monetary policy implemented by central banks, inflation can be controlled by 
adjusting interest rates, money supply, etc[6]. New Classical Macroeconomics introduces the theory of rational expectations, 
suggesting that individuals base their decisions on accurate information and expectations. Transparent and consistent 
monetary policies can influence market participants' inflation expectations, thus reducing the expected level of inflation[7]. 

New Classical Macroeconomics emphasizes the critical role of productivity enhancement in economic growth. By 
utilizing technological innovation and capital accumulation, productivity can be increased, alleviating pressure from 
inflation[8]. Free markets are viewed as the most efficient means of resource allocation in New Classical Macroeconomics. 
Competitive markets can suppress inflationary pressures by improving efficiency and reducing costs. By encouraging market 
competition and free trade, New Classical Macroeconomics contributes to maintaining relative price stability. Globalization, 
according to New Classical Macroeconomics, facilitates efficient resource allocation, promotes economic development, 
and reduces the risk of inflation by increasing international trade and investment, expanding market size, and improving 
production efficiency[9].
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4. Conclusion
As one of the major schools of economics, New Classical Macroeconomics has played an important role in the 

development of the world economy. By emphasizing market mechanisms, free market economy, and rational choice, New 
Classical Macroeconomics has had a profound impact on the interpretation of economic systems and policy-making[10]. 
Globally, New Classical Macroeconomics has played a positive role in promoting capital mobility, international investment, 
reducing inflation, and adjusting the labor market. Its theoretical framework emphasizes the ability of markets to self-
regulate, providing powerful support for the stability and growth of the global economy. Through core concepts such as 
comparative advantage theory and marginal productivity theory, New Classical Macroeconomics promotes international 
trade and cooperation and drives the formation of global industrial chains[11]. In the future, with the continuous changes in 
economics, technology, and society, New Classical Macroeconomics needs to evolve and adapt to technological innovation, 
globalization, and emerging challenges that will continue to shape the world economy. It must seek innovative solutions to 
ensure economic stability and sustainable global prosperity.
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