Homework

(Deadline: TO BE DECIDED AFTER MID-TERM)

Instructions:
1) Read the following article:

https://www.investopedia.com /terms/k/keynesianeconomics.asp

2) You are to summarize the article into 10-13 key points (ﬂizzﬁuﬁﬁmu), which are

accompanied by brief explanations.

3) Your work must be within one and a half pages. One page is preferred.

4) Your work has to be HAND-WRITTEN on IPAD or SCANNED PAPER(S).

5) Your key points MUST be about economic theories (not Keynes’ biography)
and cover the following notions.

a. Keynes’ perspective on Great Depression

Keynes’ perspective on the Classical Economics

Possible solutions to Great Depression

Pros and cons of monetary policy

Pros and cons of fiscal policy

What is Keynesian economics?

Keynes’ perspective on saving and economic growth

Alternative theory on saving and economic growth (Google!)

6) You will be fully awarded 10 marks (10%) for 10 correct and accurate key points.
The extra 3 key points are for 3 extra marks in case some of your conclusions are

=

incorrect.
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7) Submission after deadline will not be accepted.


https://www.investopedia.com/terms/k/keynesianeconomics.asp

. Keuy\es’s PersPed'we is originam . He thought that Grest Depression wes o downtum in the econo
because ovipu’f Was low and unemp?o ment remained hioh . Hence, it could not retum to sn eqluilibrium,

so businesses and. investors will tend to become 9e|f~?ulfillim) Iead.ing to & sustained period of chsessed

ewnomg.

. Ke\ﬁnes eﬂweo\, that even ’rhwgh the wages i5 lon | there is no full emplo ment . The employers will not

increase, the cmplo\aees in this situstion becsuse thew tant to reduce @Fﬂal investment. Furthermore,
clessical economic covld not make reople sparol more monev,

* Keynes advocated. thot the government should lower faxes snd increase expenditures 10 raise demand.,
to ‘decresse. the wiemployment, ond to pull the economy bact to the equilibrium.

« To PxeveM the economic depression snd achieve the oplimum econamic pet{ormence, the government should
influence eqqlega\e dempna ‘Thrwra\n adivist stebilization snd economic Intervention policies.

* In favour of monetary policy, it is an important part fo resore emplogment snd. short-term demond.
The goverment moneges money supply snd lowers inlerest rstes to reinvigoiste the economic syslem
ond fo stimfate the economic cycle by encoutsging consumption snd. investment spending 1o’ bormon more.

+ Against monelory policy, the economies do ol stabifize themselves very rapidly snd fequire active
government infeivention fo rsise demond. in short ferm. Woges, employment, sl price’s ste lso
slowly respond. 1o the merket needs ond opadually change dve to the moretery policy Interventions.
Aind. be auare of the zero-bound problem , 8 liquidity Hrep, thewefore, people will old. cesh”rodher than inved.

* In favour of fiscel policy , the chiet components of this policy is the wulligher effect. An ingction of
opeemnment spending leads to am increase in business activity andt spending thet boost agy :eg.ﬁe output nd rise
Income | as o feswll | the martﬂ'me\ puopensihj to consime which direct to the mvHiplier could make the greater
Gop dug to the flow of income.

* fgginst Fiscal policy, fox incteesing can be unpopilr ond. domaerous Yo apply . The effeck is moted when

tox sovings ov govemment spondling s on imparts . When govemment spends more woney | the budgef
deficit Yakes in , 1 con pontinve fo widen damjgm\lsl\’.

« Keynesian economics focuses on Usivu) overnment Po'lic&\ to manxge aggmqa*\t demond. 10 prevent

recesslonany economy | considered 3 emand -side fheory focuses on changes in eonomy in
shork ron. He sdvocated thst povernment dould incresse expenditores ond decresse foxes Po
stimulste demand. and stotlize the economy, ondk (eplesevx\ed. 5 new wdy of lvo\cima af 9FeM(n0))w¥Pu¥ ,
and, 1nflstion.

-+ Leynes believed that when poople spend. their income, the economy il be hoosted . He thowhf thet
saviv\q worsen the momﬁ, becavse  the money does vot stimulste in the circuler flow | so it vl
has o merginel popensity Fo consume and employment, and. restore ecoromic govin.

+ = In neodassical economics economic grovith depends on gsvim,s, The I5-LMN curves (oiebk son'e,qeke,
demond. curve,
" 1n clessical economics pelieved thot svings is necessary and sufficlent for investment,
if sevinzs incresse | tavestment increases Yecouse dhe in?efeﬁ rafe snd economic grouth
will be in the same ey,
Thonaviet Rodnimit  b%6u641605



