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Abstract— AD-AS or the global aggregate demand supply model is a macroeconomic model 

that explains the level of prices and output through the relationship between aggregate demand 

and aggregate supply. It is based on the theory of John Maynard Keynes presented in his book 

"The general theory of employment, interests and money". This is one of the main simplified 

concepts in the modern field of macroeconomics. 
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I. INTRODUCTION 

Introduction AD-AS or the global aggregate demand 

supply model is a macroeconomic model that explains the 

level of prices and output through the relationship between 

aggregate demand and aggregate supply. It is based on the 

theory of John Maynard Keynes presented in his book "The 

general theory of employment, interests and money". This is 

one of the main simplified concepts in the modern field of 

macroeconomics. It is used by a large number of 

economists, ranging from libertarian and laissez-faire 

monetarists, such as Milton Friedman, to Keynesian 

postulants in economic interventionism, such as Joan 

Robinson. The traditional "global supply and demand" 

model is actually a Keynesian visualization, which has 

become a widely accepted image of the theory. The classical 

model of supply and demand, which is largely based on 

Say's law that supply creates its own demand, describes the 

global supply curve as always vertical. • global demand 

Keynesian economics is a theory of total expenditure in an 

economy (called aggregate demand) and its impact on 

output and inflation.  

Aggregate demand is an economic measure of the sum of 

all final goods and services produced in an economy, 

expressed as the total amount of money exchanged for those 

goods and services. Since aggregate demand is measured by 

market values, it reflects only total output at a given price 

level and does not necessarily reflect quality or standard of 

living. In macroeconomics, aggregate demand (AD) ... is the 

total demand for final goods and services in the economy at 

a given point in time. It determines the quantity of goods 

and services that will be purchased at all possible price 

levels. This is the demand for the country's gross domestic 

product. This is often called solvent demand, although in 

other cases the term is different. The overall demand curve 

is displayed with the actual production on the horizontal axis 

and the price level on the vertical axis. It falls under three 

different effects: the Pigou wealth effect, the Keynes interest 

rate effect and the Mandell- 

Fleming exchange rate effect. The Pigou effect indicates 

that a higher price level implies a decrease in real welfare 

and, consequently, a reduction in consumer spending, which 

leads to a decrease in overall goods needs. The Keynes 

effect argues that a higher price level implies a lower real 

money supply and, consequently, higher interest rates 

resulting from the financial market equilibrium, which leads 

to a reduction in the costs of investment for new physical 

capital and hence cost reduction. 

 reduce the number of goods requested overall. In the 

short term, in economic cycles, the Keynesian emphasis on 

demand is relevant and attractive. But a strong reliance on 

"demand management" policies can distort market prices, 

lead to significant inefficiencies and destroy incentives to 

produce. India since independence and Peru in the 1980s are 

classic examples of the destruction that can be caused by 

demand management. Other less developed countries, such 

as South Korea, Mexico and Argentina, have shifted from a 

focus on managing government spending and demand to 

liberalizing markets, privatizing assets and generally higher 

incentives for work and investment. The rapid growth of 

GDP has brought. The general theory of Keynes 

revolutionized economists' views on the economy. It was a 

breakthrough in several directions. First, the two most 

important are the introduction of the concept of aggregate 

demand as the sum of consumption, investment and 
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government spending. His second major contribution was 

the invention of the so-called IS-LM model. The IS-LM 

model is a graphical representation of the argument cited by 

Keynes in the general theory of how an economy can be 

balanced with a level of work below full employment. Hicks 

published it in a review article a year after the publication of 

Keynes' book. Obviously, most economists have read 

Keynes' argument when they saw the Hicks chart. • Global 

offer In economy, the global supply (AS) ... is the general 

supply of goods and services that the enterprises of the 

national economy plan to sell over a given period. This is 

the total amount of goods and services that businesses want 

and can sell at a given price level in the economy. 

Aggregate supply is the sum of all goods and services 

produced by the economy over a given period. When we 

talk about supply in the US economy, we generally mean 

global supply. Typical times are the year. Non-monetary 

theories of inflation traditionally separate the sources of 

"demand" from factors such as oil, monopoly or wages. 

Growth in th 

demand for goods and services in general ("aggregate 

demand") is thought to "drive up" prices everywhere, 

particularly when aggregate supply is limited by inertia or 

limited capacity. Skeptics rightly ask how demand can 

consistently outstrip supply. Of course, demand should 

come from the purchasing power, the purchasing power of 

wealth, the wealth of income, and the income from the 

ability to produce (and thus supply) goods and services. This 

contradiction was understood at the beginning of the 19th 

century by Jean-Baptiste Sai and others. Saya's law has 

various interpretations. The longterm version is that there 

can be no overproduction of goods in general for a very long 

time, because those who produce goods by their action 

produce the purchasing power necessary to buy other goods. 

Say wrote, "How could it be possible to buy and sell five or 

six times more goods in France than under the unhappy 

reign of Charles VI?" In taking this statement, Say had a 

long-term perspective. Of course, the long-term version is 

correct. If there is enough time, the proposal creates its own 

request. There can be no excess of property in the long run. 

But Say also had a short-term version, that even in the short 

run, there could be no overproduction of goods in relation to 

demand. It is this version of Malthus that attacked in the 

nineteenth century and Keynes in the twentieth century ..  
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