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En Torno a la Funcion del Capital

Joaquín Reig

(Algunas de las cosas que Mises nos enseñó)

"Marx utilizó, en sentido peyora-

tivo, desde Juego, las palabras capi-
talismo, capital y capitalistas, al
igual que hoy la mayor parte de las
gentes las emplean... Tales voca-
blos, no obstante, reflejan con extra-

ordinaria justeza qué fué aquello que,
primordialmente, provocó el maravi-

lloso progreso de los dos ltimos si-
glos, es decir, esa incesante mejorza
del nivel de vida de unas masas huma-

nas en continuo crecimiento. " (Mises).

Lo que los hombres lamentamos - sin, desde luego, la

mayoría saberlo - es una capitalización insuficiente; nos que-

jamos de no disponer, en cuantía bastante, de aquellos medios

necesarios para alcanzar los objetivos anhelados. Consumir más

- a no dudar, lo deseado - exige mayor producción. Para ampliar

ésta, sin embargo, preciso resulta disponer de supletorios in-

strumentos, merced a los cuales cabrá mejor aprovechar los re-

cursos naturales disponibles. La obtención de tales factores

presupone anterior ahorro: haber destinado parte de la previa

actividad ht-,ana a la preparación de esos bienes económicos

- capital - que el incremento de la produccio requiere. Los

problemas de nuestro tiempo, como desde el albor de la humani-

dad sucede, sólo a base de más capital pueden ser eficazmente
abordados.



Lo dramático, sin embargo, es que el capital sólo
aparece bajo una economía de mercado; en un orden social

donde exista la propiedad privada de los medios de produc-
ción, los cuales, consecuentemente, pueden ser contratados,
registrando así sus respectivos 7 correspondientes precios.

El régimen colectivista tiene bienes de capital, pero no sabe
qué sea capital. Porque el capital no es una cosa material, si-

no un concepto intelectual; es, en definitiva, el valor de merc_-
do de los medios de producción que él sujeto económico tiene
a su disposición. ¥ no son los factores disponibles lo importan-
te para la producción, sino la utilidad socis l, el valor, en cada

supuesto concreto, de aquéllos.

Hay minas, terrenos, aguas 7 mltiples riquezas na-
turales inexplotables por carecerse de los elementos comple-

mentarios necesarios para su aprovechamiento. No constituyen
aquellos elementos capital; lo serán sólo cuando surjan, gra-

cias al ahorro, los medios que permitan su explotación. El ni-
vel de vida de un país no depende de las riqueza_ naturales
que posea, sino de la cuant{a del capital disponible. Véase el
caso de Suiza, en un sentido, y el de China o la India, en el
contrario.

Por eso, factores de producción, que, en cierto mo-
mento, fueron capital, pueden, después, dejar de serlo (con in-

dependencia de su desgaste). Supongamos una empresa ferro-
viaria, hace treinta años, con un parque de cien locomotoras

de vapor, es decir, las, entonces, predominantemente emplea-

das. Constituían ellas, a la sazón, un capital importante. Esa
misma empresa, ahora, con idénticas locomotoras, hallaríase,

en cambio, totalmente descapitalizada, ya que, segn todo el
.s . • 0

mundo sabe, dicho tipo de tracclon resulta antieconomlco, in-

explotable. Las locomotoras de vapor, consecuentemente, ca-

recen hoy de valor, de interés social, ya no son capital, aun-
que ayer lo fueron.

Ese instrumento mental que es el capital -basado

en los precios deÍ mercado- nos indica qué, cómo y cu_jto
producir, Si la organización social imperante impide recurrir
a tal herramienta intelectual, la actividad económica toda se



hunde en insoluble caos. _'

"Los empresarios -nos ensefla Mises- invierten el

capital, ahorrado por terceros, procurando satisfacer, del

modo mejor, las más urgentes y todavía no satisfechas nece-

sidades de los consumidores. Junto a los investigadores, de-

dicados a perfeccionar los métodos de producción, desempe-

ñan los empresarios, inmediatamente después de quienes su=

pieron ahorrar, papel decisivo en el progreso económico.
Los demás no hacemos sino beneficiarnos de la actuación de

aquéllos. Cualquiera que sea nuestra actividad, somo simples

beneficiarios de un progreso al que en nada contribuimos.

Lo carac terlstlco de la economla de mercado es be-

neficiar a la inmensa mayor1_a, que recibe la parte del león

de unas mejoras conseguidas gracias exclusivarnente al ac-

tuar de aquellos tres grupos rectores, integrados por quienes

ahorran, quienes invierten y quienes arbitran fórmulas nue-

vas que permiten mejor explotar los bienes disponibles. I)

o

o o

Estas lucubraciones en torno al concepto de capital

nos hacen ver el defecto básico del socialismo. El régimen

colectivista, por definición, exige que ningn factor de produc-

ción quede en manos privadas. Dichos bienes son todos pro-

piedad del estado o de cualquier ¿tro nico ente colectivo; no
• P

pueden ser contratados en nlngun mercado y, por tanto, care-

cen de precios que reflejen su respectivo Interes social.

• ,P

Plantéase, en esta sltuaclon, al rector de la comu-

nidad socialista el azorante problema de determinar cómo

producir aquello que él mismo -por sí y ante sí, car tel est

not.__re ])on plaisir= haya decidido sea lo que más conviene

elaborar. Se puede, desde luego, fabricar escupideras de oro

o juguetea de rnolibdeno para los niflos, cuando se descono-

ce el precio del oro y del molibdeno.

3
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Mises sita la cuestlon con su habitual claridad:

"Una ciudad puede ser abastecida de agua potable

mediante transportar el líquido elemento desde lejanos ma-

nantiales a través de acueductos -método empleado desde los

tiempos más remotos- o bien purificando, por unos u otros

medios, el agua insalubre existente en la localidad. Pero

¿por qué no producir agua slntetlca? La tecmca moderna ha

tiempo resolvió cuantas dificultades tal producción plantea.

El hombre medio, dominado siempre por su inercia mental,
• . #- • .

hmltarlase a calificar la idea de absurda. La umca razón,

sin embargo, por la que no producimos hoy agua potable sin-

tética -aunque tal vez mañana lo hagamos- es porque el cál-

culo económico nos advierte que se trata del procedimiento
más caro de todos los conocidos. Eliminado el cálculo econó-

mico, la elección racional deviene imposible. "

La contabilidad de capital nos permite saber si se

gana o se pierde en la actividad economlca; advertimos si lo

que producimos vale más o vale menos que los factores in-

vertidos. En el primera caso, nuestra actuación tiene Interes

social y conviene proseguirla; en el segundo, no, y debemos "
• .P

orientar el esfuerzo en otra dlrecclon.

El dictador socialista, cercado siempre por las ti-

nieblas que el propio sistema engendra, jamás puede servir-

se de esas clarlslmas directrices con las que el mercado, a
diario, en bien de los consumidores, "gu,a al productor capita-

lista. La ceguera de aquél, sin embargo, hoy en d{a, todavía

no es absoluta, pues, mal que bien, se orienta contemplando

la actuaclon del mundo llamado capitalista. Se entera, asl, de

que no debe producir agua sintética, ni utilizar locomotoras

de vapor, pero ha de cometer, no obstante, errores garrafa-

les, por buena que su mtenclon sea -cosa que jamas se discu-

te- pues las situaciones no son nunca identlcas 7 cada proble-

ma económico hay que resolverlo segn el momento espec{fi-

co y la circunstancia particular requiera.

Esta intrínseca falla del socialismo, descubierta por

M£ses hace cincuenta años, aunque al principio fu amplía-
mente discutida, ya nadie la pone en duda. Los socialistas

informados -que, por desgracia, son pocos- desde hace vein-



ticlnco años no se atreven a discuti__con el maestro; pre-

tenden simplemente escamotear el tema. Se acabó para el

socialismo el blasonar de cient{fico; se ha transformado, sim-

plemente, en una secta religiosa, cuyos dogmas no deben ser

jamás sometidos al análisis lógico. El superior no se equivo-

ca nunca, pues es -no lo dude nadie- infinitamente sabio y

bondadoso. He ahí el absurdo mito en que todo el edificio in-

telectual socialista se apoya.

"Las gentes -nos recuerda Mises- frecuentemente

califican de religión al socialismo. Y, ciertamente, lo es; es

la religión de la autodivinización. El Estado y el Gobierno al

que los planificadores aluden, el Pueblo de los nacionalistas,

la Sociedad de los marxistas y la Humanidad de los positivis-

tas son distintos nombres que adopta el dios de la nueva reli-

gión. Tales símbolos, sin embargo, tan sólo sirven para que

tras ellos se oculte la personal voluntad del reformador. Asig-

nando a su ídolo cuantos atributos los teólogos a Dios otorgan,

el engreído ego se autobeatifica. Taxnbién él es -piensa- infi-

nitamente bueno, omnipotente, omnipresente, omnisciente y eter-
P .

no; el unico ser perfecto en este imperfecto mundo.

S

La economía debe rehuir el fanatismo y la sectaria

ofuscación. Argumento alguno, desde luego, impresiona al fiel

devoto. La más leve crítica resulta para él escandalosa y re-

cusable blasfemia, implo ataque lanzado por gentes malvadas

contra la gloria imperecedera de su deidad. La economía se in-

teresa por la teoría socialista, no por las motivaciones psico-

lógicas que inducen a las gentes a caer en la estatolatría. "

o

o o

Una vez aprehendido el concepto, fácil es percatar-

se de que, mediante manipulaciones monetarias, huérfanas de

ahorro y simplemente ampliadoras de la masa dineraria, no

se crea capital, ni por tanto riqueza. (Si ello no fuera así, lo

mejor sería arrojar, con un helicóptero, toneladas de papel

moneda a lo largo y lo ancho del país).

• o .P _,

La Adrnmlstraclon amplía la cuantla de los medios

de pago, particularmente, otorgando credltos baratos, que el

mercado no concedería, ya sea a través de sus organismos,



ya sea induciendo a ello, por unos u otros medios, a la ban-

ca. La creación de billetes tiene importancia monetaria pero,
a estos efectos, podemos pasarla por alto. La banca privada,

• p .

notese incidentalrnente, bajo un reglmen de libertad, no puede

sino limitarse a administrar, del modo más acertado posible,
los factores monetarios que encuentra dados. Su propia su-

pervivencia le veda lanzarse a ningn boom expansionista.

El bajo interés de los aludidos créditos oficiales

perturba la marcha de la economl_, desembocando, al cabo
del tiempo, en la ternida crisis económica. Dichos arbitris-

mos crediticios dan, en efecto, lugar a inversiones -aparente-
mente lucrativas, dado el bajo interés que pagan- para las que

no existen, sin embargo, los requeridos factores de produc-
ción. Los que, en las producciones alentadas por el crédito
fácil, son invertidos, detráense, por desgracia, de otras, más
conformes con los deseos del mercado consumidor, cuyas ac-

tividades consiguientemente quedan restringidas. Y la crisis es

simplemente la purga, el correctivo, que obliga a. abandonar
empresas disconformes con las necesidades de los comprado-
res. En tal sentido, aquélla, como la fiebre, constituye un bien.

Dice a este respecto Mises:

P .

"Es el proceso democratico del mercado lo que ori-
gina la crisis. Los consumidores no están conformes con el

modo cómo los empresarios emplean los factores de produc-
ción. Muestran su disconformidad comprando y dejando de

comprar. Los empresarios, cegados por el espejismo de unas
tasas de interés artificialmente rebajadas, no han efectuado

aquellas inversiones que permitir1_an atender del mejor modo
posible las más acuciantes necesidades del pblico. Tales ye-

.P

rros quedan al descubierto en cuanto la expanslon crediticia

se detiene. La actitud de los consumidores obliga a los em-
presarios a reajustar de nuevo sus actividades al objeto de

dejar atendidas en la mayor medida posible las necesidades
de las gentes. Eso que denominamos depresión es precisamen-

te el proceso liquidatorio de los errores del auge, readapta-
ción de la producción a los deseos de los consumidores.

En la economía socialista, por el contrario, sólo
cuentan los juicios de valor del gobernante; las 1_íasas no tie-

nen medios que les permitan imponer sus preferencias. E1

6



dictador no se preocupa de si las _entes están o no confor-

mes con la cuantía de lo que él acuerda dedicar al consumo

y de lo que él decide reservar para ulteriores inversiones.
Si la importancia de estasltimas obliga a drásticamente redu-

cir el consumo, el pueblo pasa hambre y se aguanta. No se

produce crisis alguna porque las gentes no pueden expresar su

descontento. Donde no hay vida mercantil, ésta no puede ser

próspera ni adversa. En tales circunstancias habrá pobreza e
• . .P

inanlclon, pero nunca crisis en el sentido que el vocablo tiene

en la economía de mercado. Cuando los hombres no pueden op-

tar ni preferir, en forma alguna cábeles protestar contra la
• oP

orlentaclon dada a las actividades productivas. '_

O

0 0

E1 intervencionisrno provoca siempre efectos contra-
rios a los que los patrocinadores del sistema aspiran a conse-

guir. Tal acontece, como no podía ser menos, con el interven-
cionísmo de tipo monetario que contemplamos. Se desea, al

multiplicar los medios de pago, reduciendo el interés, incre-
mentar la producción; y lo unlco que se consigue es malinver-
tir los siempre escasos factores de producción disponibles; o
sea, disminuir, al final, el valor de lo producido.

Con todos los precios sucede lo mismo. Los máxi-

mos, aquéllos por encima de los cuales no se debería comer-
ciar, precisamente porque el bien en cuestión es considera-

do de grande interés social, dan lugar a que las explotaciones

marginales, al devenir antieconómicas, dejen de producir, con
lo que no se arnpl{a, sino que se reduce la producción y el

nmero de quienes efectivamente consiguen disfrutar de la tan
apetecida mercancía. Hay, por tanto, mayor escasez; talmente

lo que se quería evitar.

Los precios mínimos operan igual, aunque con sig-
no contrario. Hacen aumentar, po,iendo en marcha ofertas

marginales, la cuantía de uno8 bienes que, dadas las circuns-
tanciaa concurrentes, ya resultaban excesivos y cuyos pre-



cios, por eso mismo, declinaban. Aparecen los indisponibles J

excedentes, con los que nadie sabe ya qué hacer.

"Existen y han existido siempre -afirma Mises-

partidarios de la regulación coactiva de los precios y que, sin
embargo, de modo categórico, proclaman ser partidarios de "

la economía de mercado• El poder pblico puede, en su opi-
op .. .p

mon, alcanzar los fines que se propone mediante la fljaclon de

precios, salarios y tipos de interés, sin abolir en modo algu-
no ni el mercado, ni la propiedad privada de los medios de

producción. La regulación coactiva de los precios constituye
el mejor -o más bien el nico- procedimiento para conservar

el régimen de empresa privada e impedir el advenimiento del

socialismo. Pero indígnanse hasta el paroxismo si se les refu-

ta y se les demuestra que la interferencia en los precios, aua_r

te de empeorar la situación, fatalmente conduce al socialismo. _t

o

o o

Y esto nos lleva al problema de los salarios. Todo

trabajador por cuenta ajena, como es natural, desea aumentar

sus ingresos, pues quiere vivir mejor (no importa si es en el

aspecto espiritual o en el material). Para elevar los salarios

han sido ideados arbitrios mltiples. Pero las rentas laborales

reales nicamente aumentan'cuando se incrementa la productivi-

dad del laborador y esto, a no ser que el interesado desee tra-

bajar más, sólo se consigue poniendo a disposición del opera-

rio una mayor y mejor constelación de instrumentos de produc-

ción previamente elaborados; en otras palabras, más capital.

El capital, que el ahorro crea, abre la posibilidad de
iniciar nuevas actividades; crece, con ello, la demanda de tra-

bajadores. Los salarios tienden al alza y se financia ésta, sin .-

perjuicio para nadie, con la supletoria producción que la mayor ::
• o o_*

capltahzaclon lleva aparejada. :_

"La nica diferencia -dice Mises- existente entre __

las condiciones de trabajo de la era capitalista ¥ de la preca- !
pitalista y, aun hoy, entre los países atrasados y los occiden-

tales, consiste en la distinta cuantía del capital disponible. El

incremento per capita de este ltimo eleva, por una parte, la

utilidad marginal del trabajo y, por otra, abárata, las mar-

8
?
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canclas. N1ngun adelanto tecnlco catbe adoptar si previamen-

te no ha sido ahorrado el correspondiente capital. Sólo el

ahorro, la acumulación de nuevos capitales, ha permitido

ir, paulatinamente, desterrando la penosa bsqueda de ali-

rnentos a que se hallaba obligado el primitivo hombre de

las cavernas e implantar, en su lugar, los fecundos métodos

modernos de producción. Tan trascendental mutación fu po-

sible gracias a aquellas ideas, amparadoras de la propiedad

privada de los medios de producción, que, proporcionando

garantías y seguridades, permitieron la acumulación de ca-

pital."

La coactiva elevación de las retribuciones salaria-

les no eleva, en cambio, la renta de la masa trabajadora; lo-

que produce es paro, en las exp1otaciones marginales. Se be

neficia a algunos laboradores, reduciéndose los ingresos de

otros hermanos suyos, quedando además inactiva una parte

del capital disponible, 1o que supone, en la práctica, eviden-

te descapitalización.

Para quien haya logrado percatarse de la íntima re-

lación entre capital y salarios ¥ advierta las desastradas con-

secuencias sociales que lleva aparejada la coactiva elevación
de las rentas laborales, resulta en verdad entristecedora la

• • • • .

poslclon adoptada en estas materias por la opinión pubhca,

que Mises, en gráfico pasaje, bien retrata:

"Propugnar un alza constante de la remuneraclon la-

boral -por decisión del poder pblico'o como consecuencia
• • • .s

de la intlmldaclon o la fuerza de los sindicatos- constituye la
esencia de la filosofía actual. Elevar los salarios más allá

del límite que un mercado inadulterado señalaría, reptase

medida indispensable desde el punto de vista económico, aro-

parada además por eternas normas morales. Quien tenga la
• • • o P

audacia de oponerse a ese dogma etlco-economlco verase,

de inmediato, menospreciado como imagen viva de la máxi-

ma perversidad e ignorancia. El temor, el asombro, con que

las tribus prixnitivas contemplaban a quienquiera osara violar

una norma reputada tab, es idéntico al que traducen nuestros

contemporáneos cuando alguien es lo bastante temerario como

para, de algn modo, atreverse a cruzar "las líneas de pique-
tes". Millones de seres exultan de gozo cuando los esquiroles

reciben "su merecido castigo" de manos de los huelguistas,

9



en tanto que pollczas, fiscales y jueces o se encierran en al- i

tira neutralidad o, incluso, pónense del lado de quienes provo- i

can las algaradas. " i

Lo anterior nos lleva de la mano a aludir, aunque _

sólo sea de pasada, al tan manoseado tema del "asociacionis-
mo laboral" y al no menos manido del "derecho de huelga".

Dos párrafos magistrales bastan a Mises para situar ambas
• .

cuestiones en sus estrictos y exactos termlnos:

"La esencia del problema nada tiene que ver con el
"derecho de asoclaclon'. Tan sólo se trata de dilucidar si con-

viene conferir a determinado grupo de Ciudadanos el privile-
gio de impunemente recurrir a la acción violenta. Estamos
ante un problema idéntico al que suscitan las actividades del
Ku Klux Klan.

Incorrecto también resulta enfocar el asunto desde

el ángulo del "derecho a la huelga". No se discute, el derecho =

a abandonar el trabajo, sino la facultad de obligar a otros

-mediante la lntimldaclon y la violencia- a holgar. Cuando los
sindicatos, para justificar su actuación intimidatoria y violen-

ta, invocan el derecho de huelga, no quedan mejor emplaza- •
dos que la secta religiosa que pretendiera ampararse en la li-
bertad de conciencia para perseguir al disidente."

O

0 0

Y hablando de capital no es posible dejar de aludir
a las exacciones fiscales.

Los impuestos son necesarios porque, para mante-
ner el orden pblico, tal cual están las cosas, ineludible pa-

rece el Estado. La financiación del aparato estatal constituye

un costo, es decir, un medio necesario para alcanzar un fin

deseado• Conviene, por to dicho, desde un punto de vista so- !
cial, sufragar tal dispendio mediante contribuciones que inci-

dan lo menos posible en el ahorro. (Los impuestos indirectos,
en este sentido, provocan una tendencia al alza de los Sala-

rios y al mejoramiento del nivel de vida de las clases traba-

jadoras, al afectar en menor medida la creación de capital).

]0



Que el Estado gaste lo rñenos posible, una vez de-
bidamente atendido el respeto a la ley, es siempre beneficio-
so para todos y particularmente para quienes gozan de meno-
res medios, pues lo que no sea consumido por la Administra-

ción se dedicará, forzosamente, a las producciones que desde
un punto de vista social más interesen.

"Cuando la ley -dice a este respecto Mises- hace

prohibitivo, por ejemplo, acumular más de diez millones o

ganar más de un millón al año, aparta, en determinado mo-
mento, del proceso productivo, precisamente, a aquellos indi-

víduos que mejor están atendiendo los deseos de los consumi-
dores. Si una disposición de este tipo hubiera sido dictada en

los Estados Unidos hace cincuenta años, muchos de los que
• , s

hoy son multimillonarios vlvlrlan en condiciones bastante más
modestas. Ahora bien, todas esas industrias, que abastecen a

S

las masas con mercanczas nunca soñadas, operaman, de haber-

se llegado a montar, a escala reducida, hallándose, en conse-
cuencia, sus producciones fuera del alcance del hombre medio.
Perjudica, evidentemente, a los consumidores el vedar a los

empresarios más eficientes que amplíen la esfera de sus acti-

vidades, en la medida que conforman con los deseos de las

gentes, deseos que éstas patentizan al adquirir los productos
por aquéllos ofrecidos. Plantéase de nuevo el dilema: ¿a quién
debe corresponder la suprema declslon, a los consumidores o
al jerarca.P En un mercado sin trabas, el consumidor, compran-

do o absteniéndose de comprar, determina, en definitiva, los in-

gresos y la fortuna de cada uno. ¿Es prudente investir a quie-

nes detentan el poder con la facultad ele alterar la voluntad de
los consumidores ? "

O

0 0

La falta de conocimiento popular, en estas materias,

es grande. Por eso, ni aun los gobernantes más ilustrados y
mejor intencionados pueden, muchas veces, aplicar medidas,

altamente beneficiosas para las masas, pero que éstas aira-
das rechazan, sin advertir que están laborando contra sus pro-

pios intereses.

Difundir znformaclon acerca de cómo, realmente,

funciona la economía, acerca de cómo opera, en definitiva, la

11



actividad toda del hombre, es lo que más urgente parece•
Impuestas las gentes de tales verdades, cabría, sin dificul-
tad, reducir el gasto estatal a aquello que el mantenimien- !
to del orden pblico en cada caso exigiera; evitar la crea°

ciÓn de medios de pago con credltos de caracter polltlco y
• • o_ •

administrativo; fomentar la capltahzaclon, a traves de un

sistema impositivo que castigara lo menos posible al aho-
rro; desterrando, en definitiva, un intervencionismo que só-

lo indeseadas consecuencias acarrea y que paulatinamente
nos va entregando en manos del marxismo, la más grande

• p ., • . •

aberraclon economlca jamas ideada por el hombre• Se con-

seguiría, así9-y esto parece lo m_s importante- elevar, en

el mayor grado posible, el nivel de vida de todas las clases
sociales, particularmente el de las de menores medios.

Dice Mises, en el ltimo párrafo de La Acción Hu-
mana, donde parece querer condensar todo su trascendente
mensaje:

NE1 saber acumulado por la ciencia económica for-
ma parte fundamental de la civilizaciÓn; en dicho saber se

basa el industrialismo moderno y en él se han amparado
• o s o

cuantos triunfos morales, intelectuales, tecnlcos y terapeutl-
cos ha alcanzado el hombre a lo largo de las ltimas centu-

p o o J

rias. El genero humano decldlra si quiere hacer uso adecua-
do del inapreciable tesoro de conocimientos qut este acervo
supone o si, por el contrario, prefiere no utilizarlo. Ahora

bien, si los mortales prescinden de tan espléndidos hallaz-

gos y siguen menospreciando tan fecundas enseñanzas, no por
• • • , o o •

ello desvlrtuaran la ciencia economlca; se hmltaran, desgra-
ciadamente, a destruir la sociedad y a aniquilar al género
humano. Iv

o

o o

Son éstas unas pocas de las mltiples verdades
con que lvfises amplía nuestro conocimiento• Pero, aparte de

tan invaluable ilustración, el gran legado del maestro, creo

yo, consiste en habernos enseñado a muchos a pensar, es de- _

cir, a mentalrnente especular con el rigor max1_rno"" y la jus-
• • . o_

teza mayor que a cada uno permite su personal hm_tac_on.

N.B.- Todos los subrayados del texto son del firmante.

12
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Reflections on the Keynesian Episode*

W. H. Hutt

In my Keynesianism - Retrospect and Pros.vect, 1963, I
enunciated and defended the thesis that the intellectual

developments for which Keynes' General Theor¥ appeared to be
responsible had caused a setback to scientific thinking about

human economic relations at a crucial epoch. In doing so, I

referred (in the final chapter) to a growing tendency to

abandon cruclal theoretical tenets in Keynes' system. Never-

theless, T malntained that concepts, analytical apparatus,

and pollcy-implications whlch had been erected on those appar-

ently dlscarded tenets, were survivlng in the form of a new

neo-Keynes ian orthodoxy.

I had expected reasoned objections to my rigorously-stated

argument following the publication of my book. None has been

forthcoming. Nor has a subsequent artlcle of reine (entitled

Keynesian Revisions) I which submitted further evidence of a

retreat by maJor exponents of the Keynesian gospel, called

forth any reply. 2 In the meantime the retreat has continued

_utt, Keynesian .Revisions _ South African Journal of Economies,
June, 1965.

21 do not, of course, accept mete disparagement and misrepre-
sentation (of which there has been plenty) as reply of criti-

cism. Subsequent to the publication of my bOok_ J. H. Botha
published a courteous criticism of an earlier contribution of
mLne -- to Hazl£ttts symposium, The CTicics of Keynesian

Economics. This crear__d the only opportunity I have yet had
of hearing and answering explicit Keynesian obJections to my
ar¿_umnt. Botb_a's article was published in che S_.J.E._

1963, and my reply in the S.A.J.E., 1964.

*This essay is a rev/_ion of a contr£button (for whlch

I had permission to republish) which appeared in Japanese

in Toyo IC_iza!, Tokyo, in 1966.
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although,lapart from Leijonhufvud's impressive and scholarly
crltique, I am aware of no further direct attack on the Key-
nesian system.

The purpose of the present article is not to present ad-

ditional criticisms of Keyneslan economics or of the actual

content of the neo-Keynesian orthodoxy which has emerged. My

aim is to throw light on some of the causes whlch appear orig-

inally to have created, and since to have been perpetuating,

the hold that neo-Keynesianism has acquired in academlc cir-

cles. 2 I shall refer also to the prospects of early or ulti-

mate emancipation from the consequences of the Keynesian
episode.

The reasons for the extraordinary seductiveness of the

notions which Keynes' disciples gradually systematlzed into

'_eyneslanism" and later rehabilitated into "neo-Keynesianlsm,"
concern the psychology of opinion --the genesls of Intellectual

fashions 3 creeds and ideologies. The broad topic is one which
began to interest me es a young man, very soon after I had

entered academic life. In 1936, I recorded the results of my

early endeavors to clarify my thoughts on the subJech in my

Economists and the Public_ a Study in Competition and Opinion.

While that book was in the press, The General Theory was pub-
lished. I read quickly through such parts of Keynes' book

as I could then follow, and I managed to insert ah additional,

last-minute passage in my own book, which recorded my rapidly

gained impressions. Already, in 1936, although I had been

bewildered by ir, I had seen clearly, and predicted, 3 that The

General Theor 7 would have a quite unparalleled influenceby
reason of what I Judged to be its demerits es a contribution to

thought. For its policy implications appeared to have been

chosen for their political attractiveness; its mlsrepresentations

of the "classical" economists seemed certain to have a powerful
appeal (because the teachings of the "dismal science" had at all

times been accepted wlth reluctance by those who were unable to

refute them); and its obscurities (which I have slnce come to

recognize as due, in every case, to defective thinking), ex-

pressed as they were in the language of science, appeared likely

ion Keynesian Economics..., O.U.Po (1968).

2Other causes of the phenomenon ate discussed in my recently

published book, Politlcally Impossible...? (Institute of
Economlc Affalrs, London, 1971).

3Hutt, Economists and the Publlc (1936), pp. 245-7.
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to enhance its reputation (for all too many people in all

spheres -- the academic sphere not excluded -- are apt to ac-
cept obscurity for profundity). 1

I shall never forget the extraordinary impression left on

my mind by the brilliant preface of The General Theory. Keynes _
prevlous wrltings had struck me as forceful and challenging but

rather superficial. I had spent more time strugglingwith the

Treatise on Money than I had devoted to any prevlous book. Yet,

I felt that, in spite of a masterly discussion of index num-

bers 2 and many beautífully phrased passages, ir was a badly-

planned, rambling and (I came to fear) an emphemeral work. Some

of Keynes' works, such as The End of Laissez-Faire, had im-

pressed me as shallow to the polnt of irresponsibility. Yet I

could not escape the persuasiveness of that preface to The

General Theory. Ir seemed to be announcing a critical, revolu-

tionary contributlon of great intellectual courage. I started

reading, I remember, prepared for an exhilarating challenge. As

I read, my attitude changed quickly to bewilderment and dismay.

I had immediately foreseen that, in spite of the obscurlty and

the apparent muddle of the book, ir would have ah unprecedented

impact; and I was moved to write the prophetlc passage to which
I have Just referred.

Austin Robinson explains how the Keynesian revolution "con-

slsted in Inducing a reluctant body of dedicated but perhaps

rather cautious, critical, and conservatlve thinkers to abandon

a large part of what they had glven their lives to learníng and

lA s_m_lar Jud8ment has been passed by Haberler, who suggests

that "the General Theory would have been much less influential
• .. had Ir built on existlng foundations and had it done jus-
tice to earller writers; had its author refrained from setting
upa caricature of the 'classical economists' asa strawman to

be knocked down; in other words, had Keynes written a scholar-
ly, well-balanced treatise instead of providin 8 ah ad hoc,
makeshift theory serving as underplnning fora combination of
pollcy tract, a passlonate cal1 for economic reforms, and an
impassloned indlctment of orthodoxy." (Haberler, in Lekach-

man (Ed.) Keynes' General Theory m Reports of Three Decades,

p. 2%).

2Thls dlscussion was based on work done very mach earlier.
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teaching, and to accept, es one complete (or virtually complete)
package, a set of new and highly debatable propositions and of

new ways of handling familiar problems. ''I

I am only too conscious of the fact that, through the

arguments I presented in previous contributions, I also was

attempting to induce equally dedicated scholars to turn back

and relinqulsh intellectual capital into which years of study

and lecture preparatlon had been invested. In my case such a

task seemed herculean -- almost qulxotlc; for whereas Keynes

(who had confidently -- almost boastfully - forecas_ bis suc-

cess in a letter to G. B. Shaw shortly before The General

Theory had appeared 2) was well aware of how popular the policy-
impllcations of his teachings would be, I was just es well

aware of how unpopular mine were likely to be -- at least for

many years to come. Austin Robinson confesses that he flnds it

dífficult to explain how Keynes managed to bring about the re-

volution. But although I had forecast the unprecedented influ-

ence of that book, I find myself unconfident when I try to ex-

plain to my own satisfactlon the almost irresistible pressures
to academic conformit 7 which built up after 1936. Austin Robin-

son was, I belleve_ more rlght than he fully reallzed when, in i

his obituary article on Keynes, he compared to "the atmosphere i

of the revivalist meeting .... " the accelerating conversion of

economists to the Keynesian creed. It was, he wrote, "a most

illuminating example of the process and psychology of conver-

sion...not only in Cambridge of in England but all ayer the
world .... ,,3

In some measure this almost fantastic phenomenon probably L
ste_d from the personal attríbutes of Ke3nles himself. Harr_

and Robinson have convinci_ly portray_ hlm asa grand person

-- gentle, generous, gay_ a bon viveur, witty, magnetic,

venturesome_ scholarly and -- among bis friends -- loyal, kind-

ly, and modest. He was also ambitious, impatient for influence,

acqulsitive (froma longing for elegant living and those noble
things to which wealth gives access), ruthless and casulstlc.

These ate dangerous qualities in ah economist, especially in

onewho, by reason of background, personal charmand knowledge
of the world, moved in influential clrcles.

IRobinson, in Lekachman, op. cit., p. 93.

2Harrod, Life of J. M. Keynes, p. 462.

3Robinson, Economic Journal, 1947, p. 41.
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I have come to thinkof him asa $trange combination of

philosopher, economist, and adventurer. One can dlscern in

bis writings asa whole, I believe, a concern with what ,my be

termed "intellectual tactics," almost reminding one of bis

success as a gambler and poker player. I In his campaign among

economists and in bis public life he was watching and calcu-

lating reactions and devising hls career strategy accordingly.

Asa thinker, he was origlnal_ scintillatlng and facile
rather than profound or dedicated. L His temperament and bis

burning urge to change the course of events militated against

profundity. He skated brilliantly and dangerously on the sur-

face, failing to plumb the depths. Of exceptional intellect,

yet essentially aman of action, he was capable of mastering

rapidly those arguments and teachings which did not clash with
bis settled convlctions. But he treated economists who dif-

fered fromhim radically almost with contempt. He read their

contributions hastily -- ir at all -- and with little effort

at sympathetic understanding. In bis eagerness to bend policy

in the direction he favored, he seems to have hidden from him-

self his failure really to understand what he called "classical"

teaching. 3 To refute that teachlng he was led to dialectical

tricks, recklessly imputing to the "classica1" writers opinlons
which they could never be shown, by actual quotation, to have

held. 4 His references to the teachings of the "classical" or

las early as bis 24th year he was gambling for large stakes in

the casinos of Europe. He was keen on poker. His financial

speculations began in 1919. In bis private financial dealings

and in bis tole of trustee of institutions, he was persistent-

ly taklng risks --gambles which would never have come off if

he had not correctly judged that governments would, in fact,

follow the policies he was advocating.

21n referring to bis lack of profundityp I am according full

welght to the rare insight and critical power which eminent
reviewers reported in bis Treatise on Probability.

3Harrod (op. cit., p. 453) confesses that ir seemed to hlm that

Keynes was "in some confusion about what the classical posl-
tion really was; that he had not fully thought ir through."

4perhaps the most indefensible misrepresentation was his quo-

tation of J. S. Mill in bis attempt to refute Say's Law, where

(as B. M. Anderson, Rmil Korner, Patinkin and others have

polnted out), he ended the quotatlon _ust where its contin-
uance would have led to a wholly different view of Mill's
contentlon. (See Hutt, Keynesianism, p. 390.)
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"orthodox" economists in his tract, The End of Laissez-Faire,

and in the General Theory, are almost invariably flagrant mis-

representations.2 The propensity to attribute to a school of

thought one is attacking opinions which anymember of that
school would indignantly deny is hardly a quality of the de-

tached scholar. Yet Keynes seems to have dellghted in a chal-

lenging perverseness. He seemed to revel in destroying respect

for the patient achievement of sustained intellectual travail

by those he felt, more of less intuitively, were somehow wrong.
No man could have done more to weaken the authority of his

eminent contemporaries and predecessors -- to leave ah impres-

sion that he was debunking them.

Supremely confident, conscious of bis reputation and
rhetorical skill, he appears to have been self-critical only

when bis previous speculations had tended to lead him away
from instead of towards conclusions to which he was intuitive-

ly attached. When he discarded concepts and apparatus which
he had earlier introduced, ir was because he had found more

convincing ways, although sometimes quite different and incon-

sistent ways, of stating a case which, in its essenoe, he had
not modified. Austin Robinson thinks of him as "remarkably

consistent in bis strategic objectives, but extraordinarily

fertile in tactical proposals for achieving them. ''2 I should

say rather that while bis convictions about policy seem indeed
to have been unshakeable, he constantly changed the arguments,

assumpt£ons, terminology and formulaewhich could be used to

justify those convictions. In other words, his fundamental

ideas were subject to change on_y in respect of the particular

concepts, formulae of jargon in which he dressed them.

Keynes' biographer, Harrod, says that one gets the feeling,

fromearlier works, that '_e was tentatively and no doubt

hurriedly searching for arguments to support a conviction,

which was itself more solldly based than the supports which he
outlined. It was in fact what we have come to call a _unch.'" 3

I share this feeling that Keynes was "searching for arguments

to support a conviction." But I have ir about the whole body

of bis economic writings. His '_unch" throughout was that

Isee Hutt, Keynesianism, pp. 19, 36, 344n.

2Robinson, Economic Journal, 1947, p. 45.

3Harrod, op. cit., p. 467.
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control of expenditure, via monetary amd fiscal policy, could
solve the problems of maladJustment expressed in unemployment.

And he seems originally to have believed that this could be

done without the disastrous sociological consequences of a

gradual depreciation of the currency. His intellectual specu-

lations consisted, I think, of a groping around - with great

ingenuity -- for ways of thinkingwhich appeared to support
his '%unch," selecting and eagerly clutching those which ap-

peared to do so, and inhibiting those which did not. The

process was unconscious. I do not impugn his honesty asa
scholar.

Harrod tells us also that Keynes '_ad completed the out-

line of the public policy which has since been specifically

assoclated with his name" as early as 1924, and that he put

forward his proposals then, '_efore being in a position to
gire a full theoretical justiflcation of them." This was,

continues Harrod, no doubt "because he deemed it urgently need-

fui for Britain to act with speed. It must not be inferred"
....that his recommendations .... '_ere thrown out at random .....

Did he in some primitiva sense already know the theoretical

conclusions that he was later to articulate? .... Is it possi-
ble for the mind to Jump from the data which ate the premises

of ah argument to the practical conclusions, wlthout being

conscious oneself of the theoretical conclusions, which are

none the less the loglcal llnk between the premises and the

practical conclusions? ''I Ás not the answer that Keynes'"primi-

tire sense" worked to frustrate, not to promote constructive

thlnking?

For Instante, the desirabillty of stlmulating and con-

trolling internal Investment, with publlc works and limitations

on foreign Investment, etc., formed ah important part of bis
contribution to the Influentlal 1928 "Liberal YellowBook."

Even in the mldst of 1928 (which some would regard asa boom

year in Britaln), he was continuously advocating capital

expendlture on publlc account (to rectify the chronlc unemploy-

,__nt which, under the paradoxical sltuation created, had per-

sísted in spite of phenomena which suggested prosperity). As

early as 1924, he had advocated a public works policy, and in

1928, when Lloyd George and bis advisors thought that public

works would be a good plank for the coming electlon, he gave

them bis full influential support.

lllarrod, op. cit., pp. 350-1.
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Again, his Treatlse on Money (1930) was an attempt to

find methods of ellmlnating cyclical fluctuations under con-

ditions of price stability. It was an essay in intended
refutation of the "classlcal" view that, for the prevention

of depression under currency convertibility, it is essential

to prevent the boom. In the General Theory_ however_ he
quletly abandoned any suggestion that bis proposals were con-

sistent with long-run price stability_ whlch could be broadly

assumed in the Treatlse. In doing so, he misdirected atten-

tion fromall the issues whlch arisewhen monetary or fiscal

steps taken in the interests of stability of employment have

to be llmited by the necessity to honor convertibillty obli-
gations.

The word '_enius" has often been applied to Keynes. But

bis genius was compounded_ I judge, of forensic and dlplo_atic

powers_ rhetoric, wit, close range logic, flair for publicity,

vitallty and charmofmanner. He v£rtually hypnotlzed most
economlsts who came into close contact with him. En conver-

sation the critical abilities of those who had dealings with

him seem often to have evaporated. 1 He could more people by
talk where he could never have moved themby the prlnted word.

He won the devotion, indeed idolatry_ of hls disciples. When

I thlnk of the extraordinary effect he had upon somewho were
once my intellectual friends, I am inclined to feel that I

also should have succumbed had I known him personally.

And he was a master of prose. When he was thinking

clearly no writer could express himself more aptly, more

lucidly, or more gracefully. He was capable of expressing

great nobillty of ideas, often with almost poetic eloquence.
But in bis theoretlcal analyses_ in the prose passages which
link together bis passages of mechanical of mathematical ex-

positlon_ there is much obscurity; and in Keynes' casep verbal

obscurlty nearly always meant intellectual confusion. The

passages in the Treatise on Money and the General Theory which

caused so many headaches to his readers are just those pas-

sages in whlch_ I have malntained_ bis thinkingwent seriously
astray -- cryptic sentences of paragraphs which cannot be

explained but only explained away. En the intervening passages_

in which bis hypotheses are largely conclusions invalidly

iAustin Robinson refers to the remark of a momentary opponent:

'_eynes can persuade me of anything, however wrong-headed I

beli¿_e Ir to be." (Robinson_ op. clt., p. 67).
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reached, his exposition is as easy to follow as anything which
has ever been written in economics.

Even those who regard The General Theory asa work of

gen£us sometimes agree (Samuelson's words) that ir "£s a

badly-written book, poorly organized ....arrogant, bad-tem_ered,
polemical .... It abounds in mares' nests and confusions. "

"Arrogant," '_ad-tempered," "polemical" - these words do

not overstate the tone of Keynes' attack on economists whose

authority he wished to destroy. To '_last the classical

foundations" (as T. Wilson, once put ir), 2 he set up (in the

words of F. H. Knight) "the sort of caricatures which ate

typically set up as straw men for purpose of attack in con-

troversial wrlting," his writing at times being '_more like the

language of the soap box reformer than an economist writing

for economlsts."3 And bis methods of ridicule and mlsrepre-

sentation have at times been borrowed by his followers. More-

over, the neo-Keynesians ate certainly following his example

in constantly changin_ the grounds on which they support Riven

policy- implications .4

During the decade following the General Theory, most of
the conventional economists who discussed this work seemed to

suspend their normal critical approach -- almost as though

they were afraid of íts author. It had been known for some

years that his ma_num opus was on its way, and I aro certain
that no work on economics was ever so rapidly or eagerly pur-

chased on its publication. Raving obtained the book, econo-

mists generally endeavored patlently to find every possible

new inslght, every new concept, or every new and workable

apparatus in bis contribution. This was in spite of its dis-

tressing obscurities, its slovenly plan, its apparent resusci-

tatlon of long discarded fallacies and the indignation ir

aroused by its misrepresentations. If Keynes' readers could

1Samuelson, Econometrica, 1946, p. 190.

2Wilson, Fl_ctuatlors in Income and Employment, p. 19.

3Knlght, Canadian Journal of Economlcs and Political Science,

1937, pp. i01, 119.

4For clear Instances_ see my article_ Keynesian Revisions

(referred to on p. 19), _litl Op. I¿-__0_ _h('vc.
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find any point of detail on which favourable c_nt was possi-
ble, they usually went out of their way to praise ir. Even
his strongest critics tended on occaslon to gire him unmerited
credit for novelty.

Harrod refers to a "rabble of detractors" of Keynes and

contends that they have falsely accused him of inconslstency. I
I wish Harrod had named the rabble. Those economlsts who had

the intellectual couraEe to resist the strong pressures to

conformity have never, I believe, been accused of having mis-

represented Keynes' arguments when they have tried to show

that they ate untenable. And I do not think that any econo-
mlst of the old school would ever have disparaged another for

changes of intellectual conviction. The only kinds of incon-

sistency with which I can recall Keynes having been explicitly
charged, ate those which concern (a) definitions, 2 and

(b) changes in argument to support unchanged concluslons
which d£sciples like Rob£nson and Harrod himself, have ad-

mitted (see above, ¿)p. l_-l:).

And other Keynesians have referred, also in emotive

language, and without mentioning n--_s, to those who have

dared to critic£ze thelr leader. E.g., Seymour Harris sug-

gested about twenty years ago that the reactlon against

Keynesianism then discernible consisted of '_nfríendly inter-

pretations and destructlve crltlcisms. ''3 He wrote of 'q(eynes'

baiters. ''4 I aro about to examine this change. But surely, if

the term '"oalter" can be approprlately used of any economist

it must be a_olied to Keynes himself. _Austin Robinson de-

scribes him as "the great iconoclast. ''5And Harrod also, refers

to "a streak of Iconoclasm. To tease, to flout, flnally per-

haps to overthrow, venerable authoritles -- that was a sport

lB_rrod, pp. clt., p. 467.

2The most strongly worded attack I can remember on this
issue carne from Pigou.

3Harris, The New Economics, p. 3.

4lbid., p. 7.

5Roblnson, in Lekachman, 0P. cit., p. 87.
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which had great appeal for him. ''I Harrod excuses Keynes'

"barbed utterances, "2 his a_ischievous pleasure .... in criti-
cizing revered names," on the grounds that "this was done of

set purpose. Ir was his deliberate reaction to the frustrations

he had felt, and was still feeling, as the result of the per-

sistent tendency to ignore what was novel in his contribution.

He felt that he would get nowhere if he did not raise the
dust .... ,,3

But were Keynes' "novelties" ignored? Even before The

General Theory no economist at any time had ever had his con-
trlbutions examined with greater care and sympathy, 4 anda

more obvious desire to find acceptable developments in them.

After a survey of the general tone of the critical literature,

I am very doubtful whether Seymour Harris' charge of "unfriend-

ly" interpretations and "destructive" criticisms can be sub-

stantiated. At any tate, the only criticisms which made any

impression on my own thinking stand in the sharpest contrast

to Keynes' own references to the "classical" school, in that

they were sober, lenient, tactful and respectful analyses. 5
Keynes' critics never hit back with his own weapons. On the

contrary, they apparently strove to gire every possible grain

of credit to his viewpoint and that of his followers. Ir

the exposure of error is to be regarded as "unfriendly" or

"destructive," academic discussion can hardly proceed.

IHarrod, op. cit., p. 88.

2lbid. , p. 367.

3Ibid., p. 451.

4To illustrate by my own case. As I have said above, I de-

voted more time to Keynes Treatise on Mone 7 than to any other

book I ever studied prior to The General Theory. I felt com-

pelled to do so because of the extraordinary respect and at-

tention which this work seemed to be receiving from economists

whose opinions I respected. What other economist has ever had

his writings subjected -- durlng the decade in which he had
written -- to such detailed and palnstaking analysls as is

found in Marget's Theory of Prices?

5E.g., those of Machlup, Haberler, Viner, McCord Wright and

Modigliani. I do not think that Pigou's angry article (Econo-

mica, 1936) of Knight's hard-hitting review (Canadian Journal

of Economics and Political Science, 1937) can be regarded as

exceptioms. Every harsh word of the latter was Justifiable.
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On the other hand, Keynes' disciples loaded him with al-

most idolatrous praise. They excused the slipshod exposition

of the book which ís supposed to have revolutlonized economic

science on such dublous grounds as: '_is instinct was...to

get his present thinking into the hands of readers before the

polícies that he was seeking to influence were crystallízed.

He was a phamphleteer rather than a procrastinating pedant. ''I
And they explained away hls extravagances with a tolerance
which would never have been extended to a wrlter with a les-

ser reputatlon. We were told that hls misrepresentation and

ridlculing of orthodoxy - described by Tarshis as emphasiz-

ing '_Is break from the earller doctrines,...must be regarded

asa tactic of persuaslon rather than as ah objective state-
ment of the relatlon between his ownwork and conventional

doctrine. ''2The offensive parts of his work are described as

its "satiric aspect," an aspect wh£ch enhances the "entertain-

ment value" of the General Theory, 3 -- bis "showmansh£p, '_

mere "sport" on bis part, _ his deliberate attempt to "ralse the

dust."6 We are asked not to reject his "theory" because we

are forced to reject his "personal opinions," i.e., hls oblter
dicta.7

There was no need for Harrod to apologize for Keynes'

"criticism" of revered names, or even for the '_ischlevous

pleasure" ir afforded him, had it merely been criticism. But

Keynes' "deliberate reactlon," bis ridiculing of disinterested
scholars in order to "ralse the dust" was bis method of deal-

ing with those whose writings he felt instinctively (rather

=han by force of reason backed by careful study) were unten-

able. Harrod tells us how Keynes could make the most reckless,

iRobinson, in Lekachman, op. cit., p. 94.

2Tarshis, A Consideration of the Economic and Monetar 7 Theories
of J. M. Keynes, A.E.R., P. & P., 1948, p. 261.

3Hicks, Mr. Keynes and the Classics Econometrlca, 1937, p. 147.

4Williams, Ah Appraisal of KeTnesian Economics, A.E.R., P. & P.
1948, p. 289.

5Harrod, op. cit., p. 88.

6lbld., p. 451.

7W£lllams, oP- cit., p. 276.
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preposterous and unjust assertions. I Ye_ he £s almost naive

in his excuses. He describes Keynes' irapetuosity and his
tendency to speak beyond his book as '_ninor failings. "2 They
are _jor failings in a person on whose responsibility and

insight the intelligentsia are prepared to place the greatest
reliance. Harrod says that Keynes, in the latter part of The
General Theory, '_nay have allowed himself to be carried too
lar by the exhilaratlon due to emancipation from old fetters. ''3
That Keynes was exhilarated is understandable. He had found

arguments to support policies which he knew 4 were bound to be
extraordinarily popular and influential, and his small trusted
group of brilliant young advisors had been unable to see serious
flaws or unable to convince him of the flaws. No wonder he was

exhilarated' But Keynes' attempt to "shake up" the econom/sts,
somehow led a whole generatlon of students of economics to
desplse rather than examine the great tradition which consti-

tuted "classical" economíc science (as Keynes used the word
"c las s ical "). 5

In bis editorial Introduction to a recent evaluatlon pub-
lished about six years ego (by nine leading economists) of
Keynes' General Theory, Robert Lekachman remarks quite casual-
ly, "everybody is a Keynesian now.'6 We11, the Keynesians have
been claiming thls, from time to time, ever since ir began to

be obvious that the very roots of Keynes' teachings were being

IE.g., to the effect that Camhridge '_as the only place where

they knew anything about economics. The London School of Eco-
nomlcs...was pushed aside...They knew nothing at al1 of econo-

mics on the Continent." (Harrod's words (op.cit., p. 319)
Harrod confesses that Keynes' whole expositlon '_as so drench-
ed in frlendly feellng" towards himself *'¿hat it was impossible
to be critical" (op. cit., p. 319).

2.Ibid., p. 373.

3Ibi....._d., p. 460.

4See io.16, above.

5The typical student of today seems to have been Indoctrinated

with the belief that the classical school somehow relied upon
divinely-enacted guldance -- '_ythical automatlc stabilizers"

as one Keyneslan has put ir -- to produce order out of laissez-
faire chaos.

6Lekacham_n, op. cit. _ p. I0.
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cogently challenged, and in spite of the clearly observable
retreat to which I referred at the outset. I Lekachman should

have added the words, "although they are no longer prepared or

able to defend Keynes' revolutionary propositions from dev-

astating criticisms." For since 1946, Keynes' followers ap-

pear to have been spasmodically relinquishing reliance on the

theoretical stru¢ture of The General Theor7 while mostly cling-
ing to its terminology, to its form and to lis policy-

implicatlons.

To some extent the theoretical retreat has been forced by

the expresslon of spontaneous philosophic scepticism fromwith-

in what has appeared to be the Keynesian camp. In part ir has

been induced by the need to answer obviously non-Keynesian

objections. But in my judgement the main pressure has come

through the march of events as they have seemed to contradlct

the Keynesian thesis. The convlctions of the "classlcal"

economists in the 1920's and early 1930's that recourse to the

"cheap money" that Keynes had been advocating asa means of

restoring activlty was a reform in the wrong direction -- their

warnlngs that ir would lead to the gradual depreciatlon of the
measuring rod of value, the emergence of a proliferation of

centrally imposed controls, and the magnification of State

power -- although flercely denied at first by Keynes' dls-

ciples, 2 have been justified subsequently in every detail.

For instante, in October, 1933, Roosevelt inaugurated a
monetary policywhich can be said to have emhodíed the policy

recommendations of Keynes' Treatlse, which had appeared three

years previously. The alm, declared Roosevelt, was to '_nain-

tain a dollar which will not change its purchasing power during

IThe retreat, which I have discussed in my Kgynesi@nism, is
indeed contlnued in the book which Lekachman has edited.

The reader will find several passages in his Introductlon

which illustrate this, particularly on pp. 2, 4 and 9.

2Keynes seems himself to have been warnlng, in the largely

contradictory last chapter of the General TheorT, of the

dangers of his own policy recommendations. The same fears

appear to be reflected in referencest in bis last E. J.

article, to the '_holesome long-run doctrinœ" and "classical

medicine" (the latter no fewer than four times). (Keynes_

Economic Journal, 1946, p. 172).
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the succeeding generation. "1 And events continue to mock aC
Keynesian teachinKs. During 1958 cheap mouey and rapidly
risíng prices in the United States were accompanied by worsen-
ing unemployment. Thereafter, almost uninhibited reliance on
every conceivable form of Keynesian apparatus, brought no
success in eliminaCing the chronic unemployment of more than
five enda hall per cent of the labor force until the more
rapid inflation lnaugurated in 1965 and subsequently main-
tained. Unemployment in the U.S. had then been maintained at
above Chis figure for nearly seven years. Yet, co_aented
P, W. McCracken in 1964, "one can find no period in the so-
callad 'boom-bust' days, before we exerclsed our buslness-

cycle taming _alents, when unemployment was thls high for such
a long span. '_ Under Keynesian experlence, "the tolerable

level" of unemployment has indeed (_n Lekac_nan's words)
shown "a secular tendency to rise.

lln 1958, remindlng the American people of the warnings issued

by "experienced monetary eeonomists" at the time, Spahr asked:

"Do Che Keynesians shout from the housetops that F.D.R. has

been proved wron K and that we should therefore change our
course? Not at al_ ...." (Quoted from Spahr, Monetary Notes,

Economists NaCional Committee on Monetary Policy, December,
1964).

2McCracken, UnemploymenC in ah Expandlng Econom7 - The Long

Vi ew, p. 8 (reprtnted from the Michisan Business Revíew, July
1964). In respect of unemployment, the "bad old days" were by
no means es btack es they have been painted. For instante, in
the United Sietes, in Cwo-thirds of the identifiable reces-
sions from the 1890'8 to the 1930'8, real income was higher

in the recession year Chan ir had been in the previous peak.

Iba., p. 8) Moreover, in Po of Che recessions in which
Chis was hOC the position (1894 and 1921) drastic co-ordtnattve
price adJustments were laying the foundations for prolon8ed
prosperity (in the 1921 recession, following an unprecedented
but remarkably effective deflation to re-escablish the
inteKrtty of the dollar); and of the oeher two casas, in 1908
and 1914, the ftrst was the consequence of a £inancial pantc
and the second was due to distu_bances of world trade caused

by the outbreak of World War I.

3Lekacbman, .._._..__, p. 2.
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The failure seems to have been abJect; and without a more

rapid drift towards totalitarian government, ir is unlikely,
I suggest, that Keynesian policy will again achieve the
appearance of success in the western world; for it will be
necessary for goverrnnent to suppress reactions to the expec-
tation of lnflation over an ever-expanding atea of the economy.
The suppression of such reactions ought by this time to have
been clearly recognised es the ulttmate raison d'_tre of each
Keynestan "persuasion" of "control." Let the reader ask him-
self whether every"success" achieved by cheap money in the
past has not been due to the mass of people not expecting ir,
or not expecting its duration or the speed with which it has
occurred; or beiug prevented, by authorft_, from behaving
rationally in the light of their predictlons.

Ir may well be that ii Keynes had never ltved, contem-
porary historym of thought and action--would hardly have
differed, li he had not provtded a eupposed Justification for
the various media through which inflation can be engineered,
wfth the whole range of "central controle" needed to make the

chronic, creeplng, crawling rise of prices politícally
acceptable, some other prophet could couceivably have provided
supposedly scientific authority, with a different Jargon and
formulae. To retain office, governments had to compete with
policies whtch were both plausible and not unacceptable to the
more powerful pressure groups, such as labor and organized
agrtculture. Keynesianism has proved to be a stra_agem which
enabled governments to do this wlthout early disaster. "A

great change in outlook was requlred...," says T. Wilson. Ir

was Keynes' "rhetoric and new mystique which carrled the day. ''I

So severely have Keynes' doctrlnes been treated, however,

that some econ_Ists, althoush seemingly reluctant to renounce

the Keynesian approach, have nevertheless been su_estin 8

during the last decade that all these controversies belon_ to
the past. We are now "well tnto the post Keynesian era,""
they are apt to say. Yet others (speaking rather frcm the
non°Keynesian camp) sometimes declare that '_e are all

1T. Wilson, Professor Robertson on Effective Demand, E.J.,
1953, p. 570.

2E.g., H. G. Johnson, The General Theory after Twenty-five
Years, A.E.R., P. and P, May 1961, p. 26.
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Keynestans now." The truth is, I think, that mosC economists
feel themselves forced to talk and teach in what has become

the modern economic language in order to retain respect and

get a hearing, in spite of the unsattsfactory concepts and
misleading terminology to which the_ ate, I have tried to

s hhow, tlhereby C_ftted, Through a powerful urge to follow
well-worn trails in post-war academic discussion, economists
have found themselves trapped in a dense Keynesian under-
growth. They mostly realize now that they have for too long
followed a leader who was himself lost; but many appear to be

resigned to thelr fate - unwilllng to make the effort of hack-

Ing the£r way out of the conceptual jungle in whlch they ate
entengled.

The aversfon to confessions of past error ts understand-
able enough, especially when the ftrst to confess may suffer
in status and prospects. But some perhaps tell themselves
that after all, however fallacious Keynesian theory may be,

the policies it implies are. for politícal reasons, wiser
than "classical" polictes. Even so, if that is ah economist'_
conviction, it is still his duty to explain why "classical"

remedies must be held tolbe defectiva from the angle of
political acceptability.

We can consider the positfon of H. G. Johnson, who, like
so many former Keynesfans, appears to admit that the vital
originality of the General Theory --the unemployment equilibrium
thesis -- is untenable. He does not argue that Keynes' economics
is defensible but that hls "polemlcal instlnct was surely

rlght .... "; for, saya Johnson, "neo-classical ways of thlnking

were then" (i.e., i_ 193ó) "a maJor obstacle to sensible anti-

depresslon pollcy. ''2 In other words (I hope thls interpreta-

tion is not unfalr), in spite of the fundamental fallacy on

whlch, he agrees, Keynes' thought was based, IC dld serve a

benefieial purpose; for the authorit_ of "classical" anti-
depression thought, whlch Johnson holds had not been "sensible,"

was dealt a deadly and necessary blow.

1This is the nmtn theme of my recently published book,

P olttically _pqssible...?,

2johnson, _, p. 3.
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