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.
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* The Great Depression inspived keynes to think diffecently obout the nature of

the ecovormy - From these theorigs, he established real world appli cations that could

hov e imp\ico.¥ions for o 30cie}9 i ecomomMic cyrslg,

* Classical economic !hinkin_g held thay cyclical swing in employment and economic output create profit opportunities that
individvals and enterprenevrs would have an incentive 'bpursue, and in s0doing corrget the imbalances in the economy

Kegnes believed that classical economic cant explain Great depression

* Reduchion in inferest vates (MOne’(NE, Po\-‘cg) o Government investment in infrastruc

ture tfiscal policy) He argued that when thereis o economic downturn government shovld undertakede Ficik spending

ond stabilize 0\991 (4 90\"6 (JCMQV\J .

o fros of moneh\\rg pol-‘c_(, are interest rate fargeting controls inflation,  com be implement faiv\g easilg,

centra) bank are indepmdevﬁ and Po\iilcalla nevtral wcakming the currency can Yoost expO‘t‘S' more investment

and incremse sPenJing. Cons ofmone’mvg policy ove effects have o hme lag , Yechnical limitations, monelary
fools are general affect om entire covntry and the visk of Wypecinflotion ond may discowrnge business Yo expany,
e Pros of Biscal policy are short timelag , can divect spending to sPecim"“c purpose and
use taxation to discourage negalive externaliies Cong of fiscal po\ic3 ore Yax incentives May " be
spent on imports | may be po\f’n'ml]f, molivated and cCan create budget deficits
. kegnesimn economic$ FoCu\ses on USMg active 9ovcment Po\icfj to mMavage
aggregate demand in order Yo address or prevent econowmic recessions. keynesian is macroeconomic

ﬂ\eofg of total spendin in economy oand it effest on ouipufl emFIojnmi and inflation,

Keynes ond his followers believed individuals should save less and sFend mare, raising
their marginal propensity to consume to effect full employment and economic growih. 1n this theory,
one dollar spent in fiscal stimulus evenlually Creates more than on dollar in  growth.

- A ™Majoy forc Yoy imPacHng economic growﬂn m a given Socie’fy i the level of savings,
Classicol economists believed Yhol the existence of savin gs is & nece ssary ond sufficient
condition. They believed thal if savings goup, investment increases becavse the interest ot
and economic growth will be imminent. Even though there is an obvioug relationship
between saving$ ond economig Qrow}h, the direction of Co«usamy is not assured.

* Activist fiscal and mone’ro«y policy are the primary fools recommended by

Keyne siom economists to manage the economy and Pight unemployment.



. Kevnes advocated o cwn}evcwc\iCo\l biscol policE? in which,dun‘nQ periods of
economic woe, the government should undertake deficit spcndin_g to make up for the decline in
investment omd boost consumer spend in order to stakilize aggregote demand.

* Keynes argved mgo«insi his construction of classical theory , Yhat dwing recessions
bus ine ss pessimism ond certain Chaovac feristics of market econvmies would exacerbate
economic weakviess and cause aggrego%e demand to plunge fortner.

* The magni’rude of the Keynesian mul‘rip\\'ev is direcfly related to the marginol propensity
to consume. Tts concept is simple. Spendn'ng from ome consumer becomas income for a business
that Yhen spends on equipment, worker wages, energy ,meterials, purchased services, toxes and
investor returns.

* kegﬂesio‘m economjcs focuscs on demand-side solutions Yo Yecessionary

periods. The intervention of goverment in economic processes is on  impPortont part of the Keynesion

orsenal for battling unemployment, underemployment, and low economic demand.



