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The classical economic cannot explaimed breol depression because eyres, "\heors believes ¥ ol demand in
the ecomomy decrease lowey prices of qoods and wWage ) Wil stimulate employer fo mvest and hive wmore \abot | bo) the

Yrutw enplogers do not Wire enployees to produce products el cannot be <old .

Legnes Svpport fiscal policy agqamst ,he 3uggesied thot the qovernment spsnd more and tedyee daxes
to reduce Yho budget deficit which wi Inciease consumer demand , it will lead 1o otease economic activity ond

teduction in unemplogmen)

Pos - Stimulate Gonsumplion and mvesiment . Deutease \whewes tates encoutages busingss and individuals
to botrow wote %t W\ improve econgmic sysleh , Increose employment and setvice need .
Cons - As dhe mierest fate apploaches 0, s slimulys ‘o% ‘edodmh Yhe Werest tate become lecs effeclive

fople wil had cash mote thaw Wuesy

fros - oteose Yot produclivily ond generale wore incone ,employees willing 1o spend Wi\ Tesuly ' Welensed
607 . The ideo 15 The S?end'm% from one consumer become mcome dor the busness

Cons - Misrepresented the relationsip bedugen saving |, invesimen, €conomic grontu .

Nactpeconomie ﬂ\eatS aboud toia) s(th'mS in an economy ond s mpaci on froduo{\u\\\j » eMployment and Wilodigy,

{ocvu ses on Us'mj aclive ovemment policy to manage aqgreqale demand W order Yo addvess or prevend economic fecessions .

Txcessive saving s detrimenial to the economy becouse the more slagnant money ™ Yhe ecomomy |, the \ess

money m the etonomy Wil slimolate Qromty, €Xcept so\u'w\3 money fot educalion ot reliement.

Neoclasgicol ecomomic mode\ are based on the 0ssumption That wvestmeny is financed from hovsenold savng -
ﬂwota.\wcs'l\j , capita) accumylation Wil be Moximized by policies aimed ot '\-»\MeAs'\vlﬂ houSho\d gm'w\j refe
and capila) iwmpovls .hese mode) also Predic thod capitel should Hlow from tich to poos counlries, atfacted by

Wighe( fofes of telum.



