What Keynes Said?
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“In 1932, the nation is in the depth of depression. A ¼ of the work force is idle. Income has been cut in half. 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 us out of these terrible times?” 
“Keynes and Roosevelt met only once. Each thought the other was well leading but ineffectual. However, between them they changed the course of the world. What did we learn from the depression?”    
“Headlines read: Ford Sells Model T, Oil Industry booms, Stock Market Crashes, Depression Lingers, Farmer protest prices, FDR offers new deal, Labor strikes, War Economy booms, LBJ hails great society, Fed loosens supply, and Airlines deregulate.” 

John Maynard Keynes: What did we learn from the Great Depression? 

“We have seen hard time but 1932 and the years that followed were different. The Hoover administration tried to popularize the word depression. They thought it was a milder word that would soothe the American public. By 1932, hope was about gone. The depression was more than an economic problem. It was a human calamity.”
“John Maynard Keynes wrote the General Theory a book in 1936. He was English. He argued that Say was wrong and that supply did not create its own demand and effective demand determines real GDP. He further said that resources can be unemployed or employed indefinitely. If you income goes up you save more.”
“John Keynes was telling students that the American Economy would get worse. People lost jobs and stopped spending.” “As they stopped buying, stores stopped ordering. More factories closed.”
“Keynesian: changes in aggregate (total) demand are destabilizing and price are not very flexible and wages and salaries contract.” 

“Consumption fell during the depression years by about 1/5. Here’s where Keynes come in. In previous economic thinking, when one component of GNP fell, another would rise. If people consumed less, they would lend savings to business who would invest more.”

“If consumption goes down, investment goes up. If investment goes down, consumption goes up. There would be enough total demand to sustain full employment. What Keynes pointed out at this time was that both components might be going down, not a little and temporarily, but massively and persistently.”  

“This was really a huge idea. Namely, the total private demand, demand for both consumption and investment goods, might be insufficient to sustain full employment.”

“This total demand might be so weak that we might have what we did have—the Great Depression of the 1930s. Talk of revolution filled the air in the 1930s.”

“Keynes thought the government did not do enough. Government expenditure was very low.” “Then WWII came with a really huge G. It filled the gap.”     
