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(KEYNESIAN THEORY OF EMPLOYMENT) 

R fua& I ? (What is Keynesian Theory of Employment ?) 1. a-
aai rAa afA« 3rdyEAI A` o Ho àà T gra The General Theory of 

Employment, Interest and Money' (1936) *0TK * TY frarA M nfrIea fst ti arÉ -q 

2. HI4ATn (Assumptions) 

long run we are all dead. ) 34e4AIT À T gfa fr Et 3AA FT HT À gf agN R GE 
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(3) Teaqn (Closed Economy): 

(4) HGhTt TA TAI y it 3gT (Ignores the role of Government as a Spender ror aTaxer), 

(5) Tet HHA 3AIGGHlI (Diminishing Marginal Productivity);: ar * R fAra T5 
(Spender 

(6) hd H A 3UIG& a JeAT-Adll HIT }(Labour is the only Variable Factor of Productiom: 

(7) f4it 4G YIfT È Labour has Money Illusion): R HaH H4 

(8) 43T T YT aI HeT t fcheT GIT} (Money also acts as a Store of Value): hr E 

(9) 444 fdrila ât 34gT (No Time Lag): hfHâ 4% H|-4Gfafya AÍYG Ta HH4 

I=fr 

(10) 3ryut TN HgcT (Under employment Equilibrium): hrgt tR MaT H4 
(11) qaa TT fHGT ari (Saving and Investment Function): hrgt R fAA SH HH 

(12) 1 gã Trai q f at} (Interest is a Monetary Phenomenon): àfH3 

3. hrg fHgl ht GT (Explanation of Keynesian Theory) 
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(4) t (Aggregate Supply): (Aggregate 
Supply Price) Tt het yfà anftal (Aggregate Supply Schedule) 4T ht qtt # HT T HHIA 34TAYqS A 

iAggregate Supply Price) 3fNT 3H HI {HH 

(5) HÈT (Aggregate Demand): HYm â qrUT HHT fes pe HIT H0Hd (Aggregate 
Demand Price) TeT ha 4T anftaT (Aggregate Demand Schedule) 3R 0 HHAHI 3/14YG 

(Investment) 3rf 

Y 

AD = C+I 

aT f 3qT 3T4 =7 0.60 %0S tI (b) HHd J40T Nqr (Marginal Propensity to Consume): H 

AC 

AY 
H|H 3H4 100 

3G0 TR T 



a AY =120 05 -7 100 s =7 20 s TI 3TTàÀTfraa AC=770à -60 18 
=10s gfi MPC= AC 10 
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AY 20 2 

(ii) Tga 3TT AI IIAr (Size of National Income): A H2afg1 Ar AA 
Consumption is a function of Income) 3raf C =f(Y) 

() t (Rate of Interest): 347 BGâTÀ aàAa 6, na Gâa 

àG 3E- (i) T-7 3E94 (Transaction Motive). (üi) HrGUrT 3ET (Precautionary 

Motive) T (i) Hg 3¿YT (Speculative Motive)i 

() Tt HIA 3IGGHT (Marginal Efficiency of Capital): ân AH 3GGI 94 
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"4. R S Afu (Determination of Employment) 
E& HUa SHayui in (Effective Demand) -7 HR, 

(The volume of 
Employ ment is given by the point of intersection between the Aggregate Demand function and 
Aggregate Supply function. - Keynes)1 

R EA T 1 HR ICEAI (Marginal Efficiency of Capital) aa AA5 
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5. qut tR Á rfta (Achievement of Full Employment) 

EXPENDTURE (C) 
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fh I HOdI : 

Y=C+ I 
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faa 2 
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-AD, 
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5.1 3AT T 3rUG hT fHtut (Determination of Income or Output) 

60 

zA HeT iR HgTT (Under Employment Equilibrium) i 



(4Í Y=AT4; C= 3q; I=frà: Co adE 34TT; b= |-T 34T ygfi 4 

Y =0 

C, =25 hts 

b= 0.75 

Y= C,+ bY+ I 

Y= 25 + (0.75 x 0) +75 = 100 

Y= 25 +0.75 x 100 + 75 

= 25 + 
3. 

4 
100 + 75= 175 ais 

Y= 25 + 0.75 x 175 + 75 = 231l as 

AY 
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Y=314 

(2)frfafI TUI frT UROI (Ex-ante Investment and Ex-ante Savings are equal.) 
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(KEYNESIAN THEORYOF EMPLOYMENT) 

l. à A1 TR fHG I? (What is Keynesian Theory of Employment ?) 

Employment, Interest and Money' (1936) 37Jf fAI 51 sfAqea fAItIAS h 34441R 

2. 414ATÚ (Assumptions) 

long run we are all dead.) 34c4AIT ytd feq Et 3ALA HeT H0T À gfe o agé HA 

(2) qut sfruifraT (Perfect Competition): t R fAGIT qJAI fHcI-ã HHH qñ 
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(3) R RtTRI (Closed Economy): à-7*R fra-t Htfart RÉITE 

(4) HrGATt 34T TT 34aT (Ignores the role of Government as a Spender or a Taxer): i 

(5) eit iHH ATZHTI (Diminishing Marginal Productivity): - 0sTR fA ÂA 
srfyg TIUG yet ÁHr sfAT a1 f4 (Law of Diminishing Marginal Returns) EIG 

(6) hdT T4 a JGH H YLAT-�GI HT } (Labour is the only Variable Factor of Production): 

(7) afrat yA IH Labour has Money llusion): A0 fRGIA Î TA H EAA 

(8) y31 3T yo aI HaT it fai a È (Money also acts as a Store of Value): aÀira 

34T GIGT 

(10) 3qut t Hd (Under employment Equilibrium): hà R fAE UG H4H TE 

11) aad ar fdyI h14 (Saving and Investment Function): h HI S fHSI SH HRG 

|=f(r) 
12) fgA Tra0 AT AA (Interest is a Monetary Phenomenon): à HGA 48 

3 fHc ht ArGAT (Explanation of Keynesian Theory) 
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