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The differences between

Keynesian
 model and Classical model are that Keynesian

AS curve  assures that prices  and wages  are fired until it  reaches  at full employment
y  

.  .

Moreover
, Keynesian  model take  spare  capacity in the economy on  account  which

the price level is  stable
,

and real output  can expand by an  increasing  of AD
.

However
,

Classical point  out that  real output  was fixed at particular level
.

Hence
,

it  infersthat economy would be fully employed .
Considering to

aspects  of  appropriation ,
in Long - run Classical model is appropriate because

economy can be Self - adjusting , but  in short  run I considers that  classical model is

not  reasonable  in  aspect  of  not taking AD effect on  account .
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2) Why rich country has lower business cycle volatitities than emerging country ?
↳ First of all

,
Let's talk about trade composition .

The shares of aggregate exports and imports for the average
emerging country are 71 t . and 33 'l. respectively . It shows that emerging countries produce more commodities than
they consume .

On the other hand
,
the shares of aggregate exports and imports for the average developed country are

29 'I. and 31% respectively which are very close to each other . It ill u rates that developed country produce and consume
commodities in similar amounts . Second , Let's move to the international relative price . For developing country,
the share of commodities in total production is larger than the share in total consumption .

An economic boom occurs
when a rise in the relative price of commodities increases the value of type of goods produced relative to those
consumed .

On the other hand
,
the changes in relative price of commodities in developing country have a less impact on

aggregate economic as the shares of total production and consumption is close to each other. As you can see
in the exhibit A

, Argentina , developing country , has stronger business cycle volatilities than America , developed country .
In exhibit B

,
it shows that GDP and SD of real gross domestic product have negative relationship.
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