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1. Keynes’ perspective on Great Depression
In short run, price and wage are downward inflexible. In long run we are all dead. Keynes says that wage will not reduce, firms will not raise their production and make economy cannot solve itself and return to the full employment. Economy may stuck in short run or deflationary gap for a long period of time.
The sustained period of depressed economic activity and unemployment might also happen because firms and inverter will tend to reduce spending and less producing their output. For example, firms will not add more employees to produce goods that have low demand because aggregate demand in Great depression is week.
2. The possible solution to the Great depression 
Keynes thought that economic cannot adjust itself, so the government must use demand-sides policies in order to increase aggregate demand in the economy and reach to the full employment. They must encourage people to spend their money by using fiscal policy and monetary policy.
3. Pros of monetary policy 
This policy can implement quickly by the central bank. Increasing money supply may weakening the currency which can boost export.
4. Cons of monetary policy 
The effects of monetary policy on an economy may take months or years to materialize. Keeping interest rates very low for a long time will make this policy ineffective which called ‘liquidity trap’. This make monetary policy tools more effective during economic expansions than recessions. Also, the policy will affect entire country even though they not needed.
5. Pros of fiscal policy 
This government can help toward specific projects, sectors or regions to stimulate the economy. Increase pollution tax or those that overuse limited resources can make a sustainability environment. Also, this policy affects quicker than monetary policy.
6. Cons of fiscal policy 
Raising taxes is unpopular with the people. Lower tax mean that we lose the money we can collect from import part. Also, if the spending is high and taxes are low for too long, such a deficit can continue to widen to dangerous levels.
7. What is Keynesian Economics 
Keynesian economics is the economic theory of aggregate spending in economic and how its effect the output and inflation. It is mainly focuses on manage aggregate demand by using the demand-sides policies from the government to address or prevent economic recessions. Aggregate demand is more likely to be the primary cause of a short-run economic event like a recession rather than aggregate supply. 
8. The market is not perfect and cannot adjust itself. Wages and prices can be sticky.
Keynes notice that when aggregate demand fluctuated, prices and wages did not immediately respond. This is happened in real world, we mostly cannot see case that firm cuts the wage of the employee. So, prices and wages were sticky, making it difficult to restore the economy to full employment and potential GDP.




9. Liquidity trap
Keynesian Economics try to reducing the interest rate in order to boost the economy, however, they try to avoid the zero-bound problem which will make monetary policy no longer effective. This is because after its fall into the certain level, people will prefer to hold cash rather than bonds which pay low interest rate.
10. To create long run growth, the government should use supply-sides policy.
To shift the full employment and create long run growth in economic, the government shout develops new technology, reform the education, built an infrastructure or else that can create new job or output which is the supply-sides policy.  
11. Keynes’ perspective on saving and economic growth
Keynes believe that in order to reach the full employment and economic growth, people have to save less and spend more. Save less and spend more will raise their marginal propensity to consume which good for economic. In his fiscal multiplier theory, when people spend 1 dollar, its can make much more dollars in the economic.

12. Alternative theory on saving and economic growth. – The Solow Growth Model
It is an exogenous model that focuses on long-run economic growth. The Solow Growth Model analyzes changes in the level of output in an economy over time as a result of changes in the population growth rate, the savings rate, and the rate of technological progress.

13. Alternative theory on saving and economic growth. – The Harrod Domar Model
Harrod Domar Model suggests that the rate of economic growth depends on level of savings (higher savings enable higher investment) and capital output ratio. A lower capital-output ratio means investment is more efficient and the growth rate will be higher.
