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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.



Q : what 15 keynesian economics ®
1) keynes theory was the first %o Jharply Seperale the sludy of economic behavior and

markets  bafed On individygl incentives This theory was abovt fitel spending in the economy
and effectr on ovipyt , employment . and inflation.

Q: How Kkeynesian  theory works ¢ .
2) keynesian theory if condidered o demand -side, keynes advocated for increqsed government

expenditures and lower faxes fo make economic performance successful , and economic slumps
prevenied by influencing aggregate demand.

Q. keynes's vperspective on Great Depression.

3) keynes Jaid We ghould not encovrnge pesple to Jgpend their money, theveby leaving the economy
wable o recover. Instead , he proposed that the govenment spend more money and ot taxes to
tun o budget deflicit fo increase coniumer demand in the economy.

Q- keynes's perspective on classical  Economics.

£) keynes argved againgt his construction of clagsical theory, that during  recession bussiness and
tertain characleristics of market ecomomies would exacerbate weakness and cawre aggreqqte
demand fo  plunge further.

Q : Possible Solutions 1o Greal Depression.
5) keynes advocated a countercyclical fiscal policy in whith, during depression , the govemment should

Undertuke deflicit spending to make wp for the decine in invertment and bwast consumer spending
M order o Jidbilize ageregate demand.

Q: whet is monetary Policy _
b the weeds of the market , when ecomemy canmot quickly stabilize  themyelver,

Q: eros and cons of wonetary Policy.
7.) 1€ price are dow to chanee , {his maker it possible fo use money Jupply a5 a tool and chenge
interest vates to encourage bowuwing and lending. Lowering interest vater i encouraging cansumption

and  investment spending. However, this cycle ir disrupled and merket qrowth becomes mare
wnsfable ond prome t0 excessive fluctuation

Q: whal is Fiscal policy?

§.) Fiscdl policy is policy fhat keyner believed individvals should vave less and spend more | rgising
fheir marginal propensity to comgume to effect full employment and cconamic growth. me dollar
spent in fiscal stimulvs  creafes mere than ome dollar in growth,

Q: pros and cons of figcal policy,

1) The fiscal stimulus propotes that if workers are willing fo spend their income , fhe resuiting
growth in the 6DP could be greater than ihe initial Stimulus amount. However, most acknowledge
that fiscal stimlus 15 far less effective than the original mylliplier model Juggests.

Q: Kkeymes's yperspective on faving and econamic growth.

10.) keynes tow excessive Saving a5 dangeror for the economy becawe the more maney
siting stagnant, the leir money in the tconemy stimulating  rowth.



1)

qQ:
12.)

Q:
13.)

. Alternafive ‘theory on Javing and econamic growth,

™e relotionhip  belween Javings and economic growth is Studied uding contemporaneous
correlation Ond dynamic models. A a result of the theory shows that o higher level of
national Jsavings led to higher investment and convequently cavied higher economic  qrowth,

ke\mes’j perrpective  on  natural equilibrivm  when econgmy downtyrn,

keynes rejected the ideq that the ecomomy would retvrn to natural stale of equilibrivm,
Becavse the fearr and gloom among businesres and investrs will fend o become velf - fulfilling
and can lead fo a Susteined period of depressed ecmamic activity and unemployment. He believed
the governmen! way in o better positin than market forcer when it came h crecting ‘o robust ecomomy.

other ecomomists ' perspective  about equilibrivm in  eronomy,
They argue that businesser responding h econamic incentivesr will dend 4o retwn the €conomy to

a State of equilibrivm unless the government prevents ihem from deing s by interfering with prices
and wages , making it apear ay thovgh the market is self - requlq ting.




