
The Legacy of J o h m n a r d  Keynes .................................................... 
On the surface it seems miraculous that John Maynard 
Keynes, a Bloomsbury intellectual, could have domi- 
natcd cconomic thought so thoroughly from 1921 to the 
prcscnt:Only Adam Smith, David Ricardo, Malthus, 
and Marx in other times have Ixen more influential. 

Today, it  seems, most people dislike Keynes. Marx- 
ists assert that he reliabilitatcd capitalism in thc 1930s 
by Riving it artificial rcspiration, thus delaying the 
inevitablc victory of socialism. Liberal capitalist econo- 
mists condcmn Kcyncs for inviting governmcnt into 
thc free market and obfuscating what they consider thc 
verities of orthodox cconomic thought. To counter 
him, legions of economists-von Hayck, von Mises, 
Friedman, W. H. Hutt, Lester Thurow, and Robert 
Hcilhroncr- havc been marshallcd from the left and 
right flanks. In the facc of this onslaught Keyncs- 
ianism, we are told, is in  retreat. 

And yct wc arc troubled. Wc feel that dcspitc the 
new buzz words likc "supply side" and "monetarism," 
we arc not being offcrcd anything new. Instead, the 
ncw Rcaganomics is simply a return to the orthodoxy of 
the past. U 

This return to old verities is highlighted by W. H. 
Hutt's The Keynesian Episode (Liberty Press, 1979). 
Hutt is one of thc old guard who had disagreed with 
Kcyncs since thc 1930s and his book restates, in clcar 
and compclling tcrnis, all the arguments against him. 
Each chapter analyzcs the "wcakncsscs," the "fallacy," 
and thc "conscqucnccs" of Keynesian economics. It is a 
book writrcri to announcc that Kcyncsianism is in 
retreat. Hutt is not a generous antagonist, and his bitter- 
ness shows. Yct thc book is an cxamplc of thc vigor of 
the dcbatc that  has taken placc over the years. 

Less hitter is George Gilder, whose Wealth and Pover 
ty (Basic Rooks, 1981) is all the ragc these days. Gilder 
remarks that perhaps Kcynes was a secret supply-side 
economist, for Keynes emphasized the investor's need 
for a clirnatc of confidencc kforc  cmbarking on ncw 
vcnturcs. According to Cildcr, "Kcyncs thus restored to 
a position of appropriate centrality in economic thought 
thc vital rolc and activity of the individual capital- 
ist .... This today is the themc of the editorial page of The 
Wall Street lournal and the rhetoric, at least, of the 
Rcpublican party." 

What, Kcyncs a supply-sider? Yes. Kcynes argues in 
his gcncral thcory that investors will not invest unless 
thcy scc a 5hancc that thc market will purchase their 
product. Kcyncs's whole objcct was to crcate a situation 
in which investment would flourish. At no time did he 
advancc a socialist model of the economy or advocate 
laisscz-fairc. Rather, hc argucd that when investment 
laggcd, .govcrnmcnt should takc appropriate action to 
restore investor confidence. Keynes did bail out capital- 
ism in the 1930s by proposing that government act to 
bail it out. 

I t  is to Gilder's credit that he emphasizes this point, 
for it clarifies why Keynes has beerr formidable an 
4 

influence all these years. Keynes realized that there is a 
complementarity in the capitalist system between gov- 
ernment and business. Even the Reagan administration 
realizes this. For Reagan and his camp followers are 
doing everything possible to deregulate business and 
cut t axa  in order to restorc investor confidence. Indccd, 
any conscious government action is Keynesian- even if 
that action is a negative one, such as lifting regula- 
tions. 

Neverthcless, Keynes did not believe in a "zero-sum" 
society. In Keynes's time there was a glut of goods and 
no one to buy them. In contrast, Lester Thurow's Zero 
S u m  Society (Basic Hooks, 1980) and Robert Heilbroner 
and co-author Thurow's Five Economic Challengap 
(Prentice Hall, 1981) present a world of scarcity in 
which one man's gain is another man's loss. Their 
approach is what could bc termed thc Ricardian social- 
ist or Fabian approach to economics. 

Keynes disliked Ricardian economics. I-Ic reviewed 
the Malthus-Ricardo correspondence to expose Ricar- 
do's misinterprctation of Malthus's thcory of popula- 
tion growth, demonstrating that Malthus himself was 
in favor of an interventionist program to employ the 
unemployed in public works projects. From this misin- 
terpretation by Ricardo camc the Marxist despair of 
capitalism and the Fabian essays. 

But perhaps Keynes's grcatcst legacy is not to be 
found in national economic management but in the 
field of intcrnational economics. Like many of his gcn- 
eration, he realized that the Grcat Depression was 
caused by a breakdown in thc global monetary system 
and global trade. After World War 11 he madc a heroic 
effort to restore a truly global economy. His contribu- 
tions to the postwar system are well documented in the 
now classic Sterling Dollar Diplomacy by Richard N. 
Gardncr (1955; reissued by Columbia University Press, 
1980). In a new introduction to this work Gardner 
shows how Kcyncs helpcd to shape the postwar intcrna- 
tional economy, which contributed so much to the 
prospcrity of thc West. And he tells how Keyncsls Iega- 
cy lives on in debates in the Intcrnational Monetary 
Fund, in GATT, and in thc World Bank. 

Economists working on the problems of the global 
economy- Robert Triffin, Richard Cooper, James 
Meade, Jan Tinkrgen, James Tohin- did, however, see 
that in a global economy of free trade Keynes's thought 
had to be modified. But the Kcyncsian lcgacy is still 
very much alive; for most of the proposals to reform the 
intcrnational economy, whether advanced by third 
worlders or first worlders, are based on Keynes's origi- 
nal proposals at Bretton Woods in 1944. 

What is new in economics today is what is developed 
at the international Icvcl, not thc national level. In 
order to avoid a repeat of the Depression of the 1930s it 
is essential that the international economy be reformed. 
Keynes's legacy is thc basis of that reform, and no one as 
yet has taken that from him. 
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