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kcﬂ\'\uls 3£mm| ﬂ\lory book that he published n 1936 Talked  abouf hig believed cold wt be
explained 5\7 classical ‘ﬂ-eov\y /  he alsa h:juhk the idea  thal  the ecmomy ool veton do & wmstural
e of  cquilibrium - once on eeomomic  Aownturm wels in | the fer and glom thet it engenders ameny
busineses ank investers will ek b become  sei - Alfilling awh can leed to o sustained  perird of  depressed

Ceonomic ar.fiv«17 ond  wnermploy ent

HiS book 0«'“!6"'5 the r"r:jﬂ' ctongmic Lhnnju B ?cfuvhfnj F"ﬂhf’ 'Huu:, 4 3\"V I.i l’oll- in The
ceo thj , C)rpmn:iah or  deficit  Fisca) f"“"’ Yo slimulafe  the ecomo ry , MoAl"ihj the
equilibrium  system in simple  style (mrﬂ‘uuuu-’na;nm;,.l‘—nfn-w‘i..{n-... Jdvutv )

He avg ved againet  hs  eomgdruction of  classical '“""j , thal Auing  vecotions  businns pessirism ovd  ceviain

chavacderistics of  movkel  econemies  would exacerhate ecememic  weakness  and  cavse aggregate  hemeand o 9lu.J¢
trether

He  propesed  Thot dhe gov spnd meve meney and oot teres o tam e L.JJd deficit | whith woulk ineveme
cwnswmey  Aemand  in Yhe ecopormy This weuld  lead Yo an  incvease in  ovevall ecomamic sctivily  ank o redechion

n V\Mu‘l’layruuf.

The govemnent sheuld wnmderteke  deficit  sperding to make wp e the deline i invetmont  and boost
Corsmmer Speadivg in order o stabikze 29gregots demand .

Petivist fiscal and monctary policy are the gricuvy eols reconmended by keymesian  ecommists  To  mavage  the
ecomormy  and  Tight wmempleymint

Mom\'nj peliey - Cemtral bank —> wckions  fo  condyol reny sy > Swidminalle  ecomomic  gyowt
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the etfech on an ecomsmy  ney fake novths or  even yeoes to matfevialize
Fiscal P')HJ - fhe use of gov  Spenking  and tax policies  fo inflacnce ccmemic comditions
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can  creafe Luljd Aeicits
k‘Jhtsim‘ Ecovlomics | 15| mabreccamomie theory  of dotal  gperding in the ecomery  amd s effuds on oufpet |
emplogment | and inflotion That focuscs on  wsing octive gov pliy to mamage agargate dcmavd i ordey to addvess

ov grevent ecomomic YecesSions .



He Aeveloped  his theavies in vespense o fhe  Great Depression , amd  was  highly evifeal of previovs ecomomic thesvies
which he  vefevred 1o as | 'classical ecomewics

HL crificizeh the e of excessive 5‘""":7 5 wmless it was for o speific purpese  such  as refivement oy
ehveation . He Sow it oz dengevers For the comemy  becowse fthe foree momey  Gitimg  Stagrant | fhe less  meney

in the ecomomy  Stimvlading  growfh ,

The alternotive ‘Huo\g on  saving ond  ctavemic  growth 1 have foumd Solow - Svom  vuode) of growth in
which ke savirgs tofe did  net affect the  vate of growtn . In the absence of €xogemous  civcemstamces
sovings wevlh only depress  dne margival prdvetividy of  capital forcing the  ccons ey Yowords o stedionary  state .
Avather one J fond s Simpe  partial - cqulibrivem  ridels  exploin  individuol seving decision in  the light of
private  invesdmed  ¥eferns and  lebour - incore dynamics . K opdical Saviny decision  ove  erbubdeh im0 &y vamic
Jenovel  equilibrium frameworh  of avalysis however, the pararetiys of  mdividval soving  preblees  ave  jointly
Peter Mined by ggvegate savings omd inusiment  evtosmes omd  whtiputely by the charocter of incame  distribution

ot the njj-nju-h leve 1.



