Laksika Bijayendrayodhin

Homework 6304640573

(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
b. Keynes’ perspective on the Classical Economics
\/c. Possible solutions to Great Depression
d. Pros and cons of monetary policy
\/ e. Pros and cons of fiscal policy
Jf. Whatis Keynesian economics?
\/ g. Keynes’ perspective on saving and economic growth
h. 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.



1. Keywesian Economics is the macvoeconomic theory of spending and ifs effects on output,
employment and inflation. T+ is for move understond +he Greot depression.

2, Tt focus on dewand (Short-run) 1) Economic behavior and Markets based
2) Broad wation economic aggre gate varimbles and constructs

3. 1n history, keynesion theory supporfed to jncrease government expewdituves ond fower
taxes for help the economic depression . And it works

4, Tf aggregate dewand in economy fell, the vesulting weakness in production and jobs would
precipitate o decline in price of wages. A lowev leve| of iviflation and wages would induce
employers to wake copitul investments dnd employ wore people . It called ™ Classical Economics”

5. Lower wages can vestore full employment . But he agued that employers will net add employees
o produce goods that camnet e sold becaust demand of Hhsir products is weak [ poor Pusiness]

6. In Great Depression, output was low and unemployment vemained high duving this Yime.
Keynesion create veal-world applications. Keynes vejected the idea that +he economy would
refuw fo 0 natweal stufe of eouilibrium and +he feay that it engenders amang business om0/
investors will tend Yo become self-fulfilling and can lead to be o sustainable peviod.

3. The mossible slution of the Great Depression is government. The government should spend move
money and cuf toxes o turn o bud get deficit, which would intrease consumer demand . Tt (ead
1o increase (n owerall economic activity and o veduction in unemployment. The government was
in o better position than market forces when it come to creating o vobust economy.

g. Keynes dijd not support the idea of excessive saving. T+ is dangevous becoause the more
mohey sitting a+q9mn+ , the less maney in the economy s-\-imqlq’rfn_g Jrowth.
Becanse when people started gave more money, the ‘economy will slow down and also
people have less income That make amountt of Saving remainthe same.

9. Saving were strictly linked fo income sources by Classical and Post - Keynesian theory. T4
decisions in the light of private nwstment veturns awl labor-income dynamics.
The parametexs of individual soving problems are jointly determined by gygregarte
Saving and inestment outcomes

10. Fsical Policy is an injection of goverviment spewding eventually leads +o odded busivess
activity and even more Spending. Tt proposes that spending boosts agyregute Output
and move income. T4 5 also about Kynesian muMiplier, which is Speding from one consumer
is anether incowe.

Prog Cons
« There is more Business in market v A coup Tor government economists
* One dollav spent in Ficical stimulus * Misvepresented the relationship between
eventually creates more Than one Soving , investment, and econamic growith
dollar in growth * The money muliplier is less than controversial
o T+ con diovect 6pen0\ivl9-\-oépeci‘ﬁc +han its Keynesian fiscal counteryar?
PUlr poses * May be plitcally motivated
+ Tt can wge Toviation Yo discourage negoifive | < T incentive way be spent on Tmports
externalities, « I+ con create bud3e+ deficts —— '
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2. Moneytavy policy is if prices ove sw o change, this wakes i possible o use momey Supply
05 a ool ‘and change intevest vates to encouwmge borrowing and lending. Lowering interest
vatesis one waty &overnmswl' can wmeaningfully InFervene in economic Systems.

13. Pros Cons
* Encouraging Consumption ond investment * IF it doesn't have > the cycle is disvupted and
spending market growth become move unstable and
* Hoving new spending > Stimulates the econmy pront o excessive fluctuation.
o Intevest Rate tavgeting controls inflation o Effects have a time log
» Con be implemented faiirly eagily « Technical Limitations
» Centval Banks ave independent and politically neutrl | * Moneytory ools ave general and affect an entire
. Weqkenin9 e curvency can boost Exports count ry
* The Risk of hyperinflotion
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