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Neo-Keynesianism

After two decades of discredit, Keynes’s prescriptions for state intervention when free markets stumble
have returned to dominate the national agenda. For example, any solution to the problem of federal budget
deficits will probably involve raising tax revenues and also stimulating employment, the traditional Keynesian
priority. Another of the economic blueprints calls for hiking income taxes while encouraging investment
through restored tax breaks for business. To offset higher taxes, neo-Keynesians revise the old remedy by
lowering interest rates, spending less on public works and boosting productivity through the development and
application of high technology. ‘The urgent need’, says Harvard’s Summers, ‘is to balance the federal
budgets and create jobs. ’

To some extent, Keynesianism has come back into favor almost by default. Monetarists, led by univer-
sity of Chicago Professor Emeritus Milton Friedman, espoused their single-minded program: Fend off infla-
tion by strictly controlling the money supply and leave everything else to the freemarket which on its own ‘
produces as much growth and employment as an economy can sustain. While supply-siders like Arthur Laffer
suggested deep tax cuts in the belief that they would unleash entrepreneurial energy and ease Washington's
stranglehold on the free market. But the two doctrines have proved unable either to stave off or to explain
the recession during the George Bush administration. Freemarket theories just failed to build a viable set of
models.

Keynes also owes his comeback to an articulate group of young academics. Among the rising-star disci-
ples are Harvard economist Jeffrey Sachs now known as ‘Father of the Shock Therapy’, and MIT’s Alan
Blinder, current economic advisor to President Bill Clinton. ‘The traditional Keynesian reflex to reduce un-
employment merely by pumping up spending, * says Alan Blinder, ‘is gone forever. ' He aims at balancing
the federal budget and raising investment primarily by increasing taxes. Sachs also argues that more than
half of the deficit gap should be closed by tax increases, Both of them urge greater coordination among the
G-7 on fiscal and monetary policy as the only way to head off a global recession.

1. What is the main subject of the topic?
[A]The celebrated Neo-Keynesians.
{B]The discredit of Keynesianism.
[C]The predominance of free Market theories.
[D]The retroboom of Keynesianism.
2.The word “prescription” as used in the first sentence is closest in meaning to
[ Alinvention
[ B] resourcefulness
[ Clauthoritative recommendation
[ D]imaginative suggestion
3. According to the passage, what is the immediate goal of Neo-Keynesianism?
[ A)Escaping the perils of inflation.
[ B]Reducing budgetary deficits.
[ClEncouraging investment.
{ D] Creating more jobs.
4. According to the passage, what is the major proposal of Milton Freidman?
[ A]Cultivating entrepreneurial incentive.
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— [ B]Levying progressive income taxes.

[C]Curbing inflation by controlling money supply.
[D]Easing governmental intervention on the free market.
5. According to the passage, what do the Neo-Keynesians urge to prevent a world wide recession?
[ A]Expansion of international trade.
[ B]Dismantling tariff barriers.
[ C]Financial coordination among big industrialized nations.
[ D]Global investment credit for plant-and-equipment purchases.
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Fitting into a Global Economy

As the U.S. finds itself increasingly interwined with its global partners, keeping alive its commitment
to free trade will prove crucial to future expansion. The world owes much of its current prosperity to postwar
efforts aimed at dismantling commercial barriers; over the last five years, international trade has led to eco-
nomic growth, climbing at an average rate of 6.4 percent, compared with a 3. 1 percent in world production
and consumption. But efforts to open markets further have slowed as many countries have moved to protect
endangered industries. The U.S. has been guilty as well, restricting imports of automobiles, steel and tex-
tiles. Any rebound in trade deficits may make new protectionist measures hard to resist.

While Washington needs outside cooperation to solve economic problems, its enthusiasm for working
with other nations has always waxed and waned. The low point was reached during President Reagan’s
terms, when foreign governments voiced alarm over the overbuoyant dollar and America’ s budget deficit,
the administration shrugged off the complaints with a lecture on supply-side economics. On balance,
though, the recent trend has been toward closer consultation among the U. S. and its principal trading part-
ners, particularly on intervention in world currency markets to stabilize exchange rates.

If anything, the importance of multilateral negotiation seems destined to grow as the world’ s economic
geography continues to change. For instance, Japan, already flush with funds, is poised 1o assume a larger
financial role in such global organizations as the World Bank and the International Monetary Fund. And the
Mastricht Treaty to integrate the European Union will further reshape the global order. Where America
technological know-how and marketing power once dominated world markets, Americans now find them- ‘
selves jockeying for business amid a throng of muscular new rivals. The U. S. must learn to compete as one
among equals or fall behind.

1. What is the best title for the passage?
[AJKeeping Alive the Commitment to Free Trade.
[B]Growing Presence and Clout of Competitors.
[C1Shifting economic Centers.
[D]Fitting into a Global Economy.
2. According to the passage, what can be inferred from the statistics that shows international trade climb-
ing at 6.4%against a 3.1%rise in production and consumption in the past five years?
[ A]tariff barriers must be dismantled.
[B]World production and eonsumption lead to economic growth.
[ C]International trade generates economic prosperity.
[D]Future expansions are dependent on international cooperation.
3. The word “rebound” as used at the end of the first paragraph is closest in meaning to
[Alto spring back
[ B)to revoke or withdraw
[Clto reinforce
[Dlto boom or prosper
4.The word “jockeying” used near the end of the passage is closest in meaning to
[Alriding
[B]vying
[ Clnegotiating
[D]playing
5. The basic tone of the passage can best be described as .
[ A]bitter and resentful
[B]sour and sober
[Clhelpless and relentless
[ D)mattes-of-fact and down-to-earth




