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 (Uszidudifay), 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.



Pornpisvin  Pongtanya
Keynesian Economics 6304581211

‘1' Ke\,nes’ perspective on the Great Depression was that he studied the (Great Depression and developed his theories besed
on it.

According Yo Keynes, during recession, fear can result in 3 sustsined period of unemployment ond depressed ecoromic activity.

2- Keynes' perspective on the Classical Economics was ncgative, e criticized classical economic 4heories.
Classical economic +hcor\1 stotes that if oggregote demand decreascs, wWages ond priccs would dlso decrease .
Low inflation wmeans HoF there will be more Capital investments and economic growth. However, Ke\,ncs believed 4nat recessions would make

he economy weaker and cavse dggregate demand to decrease even worc.

‘3 Ke\'r\cs suggested & countercyclical fiscal policy 83 3 possible solution +o dhe Greet  Depression.
When +he economy is bad , the 9ovevr\men+ need to ynderstond deficit Spending 1o cover ine loss in investment ond jmprove

consumer spending.

4 Keynes slso suggested thet +he government should spend more money and reduce +ax in order 40 increese consumer demand.

This will olso led to more economic activities and less unemployment.

5 Keyncsion economists believed +hat fiscal oand monetory policies ave +ne main tools +o Ffight unemployment and
mangge the cconomy.

During recession , govemment must use fiscal and monedory policies do improve the economy.

6 TNC pro of 4he  monetsry policy Is that con use money Supply +o change interest rates.

Charging interest rates meons thed borroving as wel 3s lending can be encoursged.

7 Anotner pro of monetery policy is loweving interest rote encoursge consumption end investment spending.

Government con intervene in +the economic system  4hroyugh low interest  retc ‘o improve +hc economy.

8 The con of ine monetory policy is +hat 2cro- bound problem must be ovoided-

When the interest rate reaches 2¢ro, \owcriry interest vates is nat cffective and olther stratcgics must be used insiesd.

q The pro of tne  fiscal policy is Jhat i con improve the economy by increasing business activites ond  spending.
Whnen the government injects government spending , it will increasc output and income. This means +hat people will

have more woney 10 spend and GDP will increase.

10 The con of 4hc fiscal policy is thot i+ misrepre sented the relotionship betneen invesiment | soving and economic growth.

Other cconomists  claimed +hat the fiscal policy is less effective than olher originel multiplicy  models.

1M Keynesion economics  believes +hst active government policy con be uscd 1o mandge aggregste demend to prevent
or hendle economic recessions.
According to Keynesian economics , government needs 4o Nave policies fo desl with aggregste demond during

eccnomic downfall.

12 An slternotive theory on  sings  and economic growth is the neo-classical theory.
Neo - clagsical theory views +hat economic growth is based on sggregate supply , including factors  like workforce size,

inputs | orel prodvcfivih' of the l|obor.



