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[ fowses on using gqutive goverpment policy o mahage A99vegate
demand ih oeder  T0 agdwss or prevent ehomi( vetessioh . Keynesign elonomits 5 comgidered
q "denqud-cide” +heory thak focuses o Chonges in the Eonomy OVer the shortiyn

The Great Depresion inspired  Keynes fo fhink differently

tbovt o halyre of the twnomy- He esfiblished  Ieal- world  dpplitations that  Covld have irplications for
o cocfely in ecomomiC Crisis. Keynes rejected  the ideq Hhat the elonomy wovld rebyen o a habural Slale of
ea,uill‘bw'vmlb\ﬂ— ho dpink that one an eonori( downturly  seds ihlfw vholever ke ason, the fear Qud gloom
fhat [} ehgenders arion gy businessts and iavestors will Fend fo become st]F-FuLFrnihj and (ah lead 4o Sustained
perriod of dapwssed econe i Qchivily gud Unerplvy ment.

Keynes H1W9|n\- gt fvee-warket economi(s tend td  doward
Uhdew (on sUimption and Uhdwfpﬂvudl'hy_ He called $wis $he  Clucia) eLonomil problem and  WSed &+ fo Cpticile
hl’g}.-imvm rakes Qud individval  preferen @§ for saving.
He,proposbd gt oo gt should SPQM MovR mone\| Ond (Ut oy
b tura qbvdge‘r defiCit , whith would (ncveast  (onsumel demand [p the  twmomy. This lead
o G inGregre (w overall elomomiC activiby and o vedychon in yp omphyment.

Keynes  Crivicited fhe ided of extessiVe Saving unles it was for 0 gedifio
purpose Suth 45 velitmunt or edutation. He faw it as dangerovs for economy beucguse e pmort money Sitting
Staghant, thwy oS mamey in the tiomomy SHwIath growth.

Tae use of  goverpment Spending  omd Yaxakion to inflvence tne
ecomony. boverpment U6 it h prorote Strang and Sustuingble growth awd  reduie  poverty

ke\;hes be,h'eve,d toat Thdjyidunls Shovld Jave less and pend  more ) bqf!l’hy
ey V"I(Urgl'mq, PP'OPQW""\{ b consume  to effet Al ehrlol{vvne\n‘r and eConortic  growth- Cons © |} Can cveqgted
budget defiuiys (dangerovs)

The denand side of eConamc policy | refers h the actions U dertaken by
(enbral bank fo Comtvol romey supply and Qchelve  MuCroeomomiC guals  thok  prorote  Sustginahle
2(onon ¢ ﬂmww. ?\;Wevmml Mownetary policy (an e (lasr,-p‘ed 0 einer QXthq'qu,y O Cowtrationary.
A primary adventage is the gpend with Changes
(Qn bo implemueted and (ks Flexibility  with regad b the site of the chamged fo be iryplem e e d.
b teems of disgdventaged of mOWelary polty js dne, tffedt on e job rarkef Gnd public sector [
hot g5 quick O fiscal po licy .
More  pedple  Start to save Imoney Which lead to
the Feduckion of the eLonoiic Yrowth as the  GQwount of money N the sydem  deqeases
Morey  Usually  Yup the flow of the Enimy,
Fis Gh Tncrease (0 Hhe Jroduthon 0f goods and JerviteS
Gn eonoMY . JF s (gmmonly  measured ih terms oF Fht incpegse i aggregared  ma ket Value
0F addifional goods awd  reryiceS produced, Uing eH maks g 6P
L f(e\{heffq\n Matroecomomi(S drgues  Fhgh fhe
. . Phillips Curve)
Solubign to d ketession (s Qxpans 0 Ay scal polity tagr shifts Hae a4ggre gute demand  C(rve
Fo the right. On bne other hand, when  He unewployment 7S Jow ; but inflakiondry Fises 1
Hhe price leve| Qe g (onCerh , 4he f\gg\rtguh demand W) Shifrs o e ledy,
Kemeysians  focus on shovt-teem problems , but Classical economics

focos move O gekting long-perm resulls by [etting the  free mapket  0djust fo short-term yroblepms.



