
What is Keynesian theory?
 Keynes's theory or the Keynesian

theory argues that state intervention
is necessary to moderate the booms

and busts in economic activity,
otherwise known as the business

cycle. Keynes ushered in a new era
of macroeconomic thought that

viewed the economy as something
that the government should actively
manage. Several schools of thought
have developed since including the

monetary model of macroeconomics
and rational-expectations

hypothesis.
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