
Keynesian Cross and the Muliplier

increase their consumption as their income increase
,
but not by as much as the increase in their income.
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when
money injected ,

Firm have more money to operate their business
. That means firm can buy more machine

,
hire more labor .

Therefore
,
there are more money in flow of income

,
labor have more income

,
and increase in output .

when MPC increase
,
I multiplier will increase too

.

explain : When there is expenditure , firms receive more money and produce more for demand
.

Therefore
,
when firm recline more fund , they can use it to buy new machine

, pay to labor
.

When labor have more money in circular flow
, and vize of multiplier and charge output.

. Paradox of thrift Hates that increasing in autonomous saving leads to decrease

in aggregate demand
.

Therefore
, aggregate output decrease

.
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