Summary of Keynesian on Great Depression
What is Keynesian Economic?
	Keynesian economic is a demand-side short run economics model that focus on explaining and trying to solve the Great depression. Keynesian economic belief that demand is the most crucial aspect of the economic “demand create supply” 
Keynes’ perspective on Great Depression?
	Keynes refuse the idea that during the crisis market can self-correct and return to equilibrium. He rather believe that when economic downturn kick in people and firms will lose confidence thus reducing economic activity and increase unemployment. He believe that the solution was to have external force driven the demand up to make up for the loss of confidence.
Possible solutions to Great Depression?
	Keynes believe strongly opposed the government policy at the time to collect more tax to balance the nation treasury. He rather believe that the solution is to increase the spending of the government to stimulate and increase the overall demand and confidence of the consumer in the market which would eventually result in recovery from the downturn even if it mean deficit spending of government.
Pros and cons of fiscal policy?
	The pro of fiscal is very straightforward the result of the fiscal policies can result in a high increase in overall demand since one man expenditure is another man income, meaning that when government spend more money someone will receive that money and continue spending it thus continuing the loop.
	However, the con of the fiscal policies is that if IS is flat (multiplier of I to Y is high or I is sensitive to change in i) using fiscal policies might not be very effective due to crowding out effect.
Pros and cons of monetary policy?
	The pros of monetary policies are when IS is flat (multiplier of I to Y is high or I is sensitive to change in i) using monetary policies can result in a very high economic growth. Since a small decrease in interest rate will produce a large increase in demand.
	The cons of monetary policies are that it can be used for limited amount of time otherwise it will be ineffective. Since interest rate can be reduced for only so much before it reach certain amount that people will only prefer cash and thus monetary will not work anymore.
Keynes’ perspective on saving and economic growth
	Keynes believe that saving should be done only for specific purpose since he view excessive saving a threat to the economics. Since saving more mean more money are being taken out of the system thus preventing the economy from growing as much as it should.
	Keynes view economic growth as a direct consequence of demand boost, he believe that if demand are to be increased the economic will also grow along since more supply are being produce to match the demand.
Alternative theory on saving and economic growth
	The theory believe that even though in short run increase in saving might decrease output, it will be only for temporary and in long run the overall output will be increase from that increase in saving


Keynesian belief on Self-correcting mechanism
	Keynesian believe that during prolong recession self-correcting mechanism of market alone is not enough and that external help such as monetary and fiscal policies are needed to stimulate economic growth.

Classical belief during Great Depression
	During great depression classical economic belief that’s if worker were to accept any given wage they will be no unemployment were proven wrong since even though worker did reduce their wage the crisis reduce consumer and firm’s confidence so much that producer wouldn’t hire worker anymore for fear of good produced not being sold due to low demand.
Keynesian belief on economic without intervention
[bookmark: _GoBack]	Keynesian belief that without external support from government the economic will be unstable and prone to fluctuation. So in his view government intervention are very necessary.
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