JOHN MAYNARD KEYNES:
WHAT DID WE LEARN FROM THE GREAT DEPRESSION?

Introduction:

1932… the nation is in the depths of a fearful depression…a quarter of the work force is idle…national income has been cut in half in less than four years… banks and businesses are toppling like dominoes. How long can this depression go on? The Depression can last indefinitely, according to British economist John Maynard Keynes. But is anyone listening? And can government intervention move of out of these terrible times? Keynes and Roosevelt met only once. Each man thought the other was well meaning but ineffectual. However between them, they changed the course of the world.
I. The Great Depression of the 1930’s starts.
1. Describe the social and economic situation in the early 1930s.
-to popularize the word “depression”

-to soothe the worried American public


-a human calamity


-to go hungry (to the point of starvation)


-to beg on street corners

-to plead for jobs


-economic devastation


-to plummet 


-to drop from…. to …..


-to suffer through lean times


-to collapse


-to halt the downward spiral


-the anguish of the generation


-to blame themselves / the government


-to handle the land


-to have scapegoats


-to go broke


-to plow under foods
2. How did the economists see the problem? What was the comparison that Keynes suggested?
-to deliver the message to people

-the theory holds that …

- to improve (about the economy)

-to stop spending/buying

-a downward spiral

-a rocking boat


-to right itself


-to stall (about an elevator)


-to have no automatic self-regulatory device

3. How did the government attempt to help? Were these steps effective?


-to worship at the altar of a balanced budget

-to be out of balance


-to cut government expenditures 


-to impose a huge tax increase on the economy


-to pour water on a drowning man

-to authorize the creation of Reconstruction Finance Corporation


-to pump $2 billion into the economy


-to turn to the RFC for investment capital


-to be involved in an avalanche
4. Summing up the I part:

What was happening during the first years of the Depression?


What did Keynes point out about it? 

-to disappear (about savings)


-to topple like dominoes


-to afford to invest money


-to point out the obvious devastating truth


-to automatically correct itself 


-to last a long time


-to break down total production into its main components


-to come into the picture


-to lend one’s savings to businesses


-to sustain full employment


-to go down massively and persistently

II. Revolutionary ideas

1.  Why was J.M. Keynes so eager to spread his ideas in the 1930s?

-to prevail


-to vanquish capitalism


-to vindicate capitalism


-to spread the message across the United States


-to rush to get the ideas before the public


-not to take one’s time


-the sense of urgency


-to be in the air

-to have an answer that is superior to Marx


-to analyze capitalism’s discomforts


-to handle something

2. Were these ideas welcomed by the public from the beginning? 

-to rebel


-not to fit in


-to be brought up on the old ideas


-to get rid of the ideas


- to be one among a babble of voices


-to go unheeded

3. What was revolutionary about Keynesian economics? Summarize the idea.

-to call for government intervention


-not to be sufficient to maintain a high level of employment


-to operate with unused capacity


-to bring down consumers’ demand


-to fall by a multiplied amount


-layoff


-to cause a tidal wave of interest
III. Massive government intervention brings the economy out of the Depression.

1. What were Franklin Roosevelt’s economic views? Why did he decide to experiment?


-to be convinced of something


-to revive the shattered economy


-to consider deficit spending a dangerous measure

-to declare one’s faith in a balanced budget


-to blast smb as a big spender


-to assert one’s belief


-a period of despair and distress

-to try another manner

2.  Was Keynes’ meeting with President Roosevelt in 1934 a success? Why?  

In what way did Roosevelt stimulate the economy? 

-to inch upwards


-to have a lack of interest in economics


-to show a keen interest in how many Americans were without jobs

-to launch  the NRA, the CCC, the WPA  - programs to relieve unemployment



(the NRA – National Recovery Administration;


 
the CCC – Commodity Credit Corporation;



 the WPA – Works Progress Administration)


-to get back to a balanced budget


-a decrease in emergency expenditures


-to win a landslide reelection victory


-to take a dive (about the Stock Market)


-to respond by resuming government spending

3. Did Roosevelt really share Keynes’s ideas about the economy? What was 

    the contribution of the Keynes book to the opposition to classical theories?


-to be in favor of spending

-not to have an answer to the objections of classical theorists


-to give a refutation of the objections of classical theorists


-not to trust theories


-to defy common sense

4. How were the events developing in the 1940s?

-to overran Europe


-to pulverize Britain


-to turn to smb for weapons


-not to stand the strain of the increase demand


-to put the damper on aggregate demand

-to finally end with the vast production


-to soar above… (about government spending)


-to bring full production and full employment
5. Why couldn’t the private sector bring the economy out of the Depression?  Summarize

     Richard Gill’s comment.


-not enough demand to sustain full employment national income.

-to add public demand


-to make up this difference


-to be on too a small scale


-to (over)fill the gap


-to come along (about World War II)


-to go on double and triple shifts


-to work overnight to meet the new demand 

