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crowding - out effect is the government spending has increased to reduce the private sector
spending .
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Then it makes interest rate increase As a result
,
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.

to Yg .

b) Avoiding crowding - out effect
, Government may use tax to reduce

. Furthermore
, the monetary policy

can control
money supply because the central bank need to reduce or increase

money supplyto control interest rate
.



In
GB - WEB model

IS - LM

in the pink point is only the
IS curve mean that it's not

in the general E point/Fit .
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To adjust the general equilibrium
,
bank has to

mise up the I that makes investment decrease and

also output ,
income will fall

.

After that gthe bank must reduce I to increase
investment that mise output and income

. Last but not
least

,
it will be a circle dynamic and adjust

to general equilibrium of two markets
.



a.) The one reason is Lo fall → Price decrease gso

people don't want to have cash

anymore .
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Fall in liquidity ( Lo ) means the money demand in Econ fallsend shift to the left ) resulting in falls in output CAEN and inanely ,)


