Economic Theories
1) Keynesian economics is a macroeconomic economic theory of fofal
spending in the economy and its effects on oulput  employment , and
flation.
1) During the breat Depression , Keynes , challenging fhe
ideas of classical economics thal held fhat free warkets
would ; in the short to medium term ; automatically provide
full evnplo\/mewf/as |OV|9 as workers were flexible in their
wage demonds .
3) ~ The first new deal “ concentrated oy relouildfwg The economy
from the top down. The Agriculture Adjustment Act paid
farmers to produce less.
%) The National Industrial Recovery Act set up 0 frame
for vew deal. Furthermore, the authority used millions of dollars to
reform seven stales along fhe Tennessee River,creating many
new jobs with high wages.
5) Social Security was created ;and the Nation Youlh
Mwinistration as'well as the Works Projects Administration
were set ug for gelting employwen’ rates up.
) Nation Labor Relations act of 1935 altempled 1o sfop
emp\oyers from “Si?ﬁ infimidation to break Up upions.
This ‘worked waguificently and wages Tose.
7) The signticant pro of Manelary policy can bring out fhe
possibility of more investments coming in and consumers
soendina more.



2) The cJon of Movetay palicy does not guavantee economy
recovery , Moveover it ‘can take time fo be implemented Ukimalely
it could discournge businesses fo expand.
9)There are imporlant pro of fiscal poﬁcy as follows ; If use
Governmeyt 5pewding ,H can direct spcwding Jowards dreas
in need ;ond make invesiments for the future.
10) There are essence con! of fiscal policy as follows - fime lags,
and fax rebates may be spent on impor)ys Thus leaking out of
the civcular flow. |
1) There s much debate as to whether monetary policy or fiscal
policy is the belfey economic fool ; becouse of "each policy has
ros and cons to consider.
12) keynes believed individuals should Suve less and spend more,
raising Their marginal propensity 10 consume to effect full
employment and economic growth. Iu this fheory, one dollay
spent in fiscal stimulus creates more Hhan one dollar in growﬂ)-
13) Theories of growth are the explanation of saver alfempts to save
a luxger share fhan before 50 fotal spending will decline. Conseguently,
the busivess will be cut back on producﬁ(m ) thereby reducing incomes
eatned in production. Moveover, it may be down as foa) demand
becomes insutficient to employ all the labor force . This will Jead fo
severe unevnployvnewil periods of sexious inflation , or negaﬂ Ve

gvorth of fhe econamy.
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