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Impact	
  of	
  an	
  increase	
  in	
  Aggregate	
  Demand	
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  Level	
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An	
  increase	
  in	
  AD	
  causes	
  an	
  expansion	
  of	
  aggregate	
  supply	
  and	
  a	
  
higher	
  equilibrium	
  level	
  of	
  na8onal	
  output	
  (i.e.	
  higher	
  real	
  GDP)	
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country	
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  global	
  markets	
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  and	
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How	
  a	
  savings	
  gap	
  can	
  limit	
  
economic	
  growth:	
  
•  In	
  many	
  smaller	
  low-­‐

income	
  countries,	
  high	
  
levels	
  of	
  extreme	
  
poverty	
  make	
  it	
  almost	
  
impossible	
  to	
  generate	
  
sufficient	
  savings	
  to	
  
provide	
  the	
  funds	
  
needed	
  to	
  fund	
  capital	
  
investment	
  projects.	
  	
  

•  This	
  increases	
  reliance	
  
on	
  Bed	
  aid	
  

•  Some	
  countries	
  borrow	
  
heavily	
  to	
  fund	
  capital	
  
investment	
  projects	
  –	
  
this	
  can	
  lead	
  to	
  a	
  high	
  
level	
  of	
  external	
  debt	
  



Deficiencies	
  in	
  Human	
  Capital	
  as	
  Barrier	
  to	
  Growth	
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  of	
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Investment	
  increases	
  the	
  size	
  of	
  
the	
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  and	
  helps	
  to	
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deepening”	
  (more	
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  per	
  
worker)	
  but	
  businesses	
  need	
  skills	
  
and	
  experience	
  to	
  make	
  best	
  use	
  
of	
  new	
  technologies	
  

In	
  many	
  countries	
  there	
  are	
  acute	
  
shortages	
  of	
  human	
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  countries	
  lose	
  some	
  of	
  their	
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  other	
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  a	
  brain	
  drain	
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  in	
  educa8on	
  and	
  training	
  to	
  increase	
  the	
  quality	
  of	
  the	
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