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[image: image1.png]The economic calamity of the early 1930s is called the Great Depression, and
it is by far the largest economic downturn in U.S. history. Real GDP fell by 27
percent from 1929 to 1933, and unemployment rose from 3 percent to 25 percent
At the same time, the price level fell by 22 percent over these four years. Many
other countries experienced similar declines in output and prices during this
period.
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Greg Mankiw, Brief Principles of Economics, 6th ed., p. 344.
“Bert?” Yes? “¿Por qué paso?” 
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Let’s Zoom in on the Great Depression:


[image: image3]
Understanding the Unbelievable Severity of what happened:
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B) Classical and Neoclassical Economics 

As defined by Keynes, he just lumps everyone before him, from Ricardo and Mill to Marshall and Pigou, as classical. No one else uses classical like this.


What about Marx? What does Keynes think of him?
III) Problem Orientation 
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B) Theoretical
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Monthly US Unemployment Rate During the Great Depression
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