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  Praise for Simply Keynes


“Keynes stands with Adam Smith and Karl Marx among history’s most influential economic thinkers but, like his illustrious predecessors, is often misunderstood by friend and foe alike. Roger Backhouse’s  Simply Keynes provides an antidote via its engaging and eminently readable account of Keynes’s life, ideas, and impact on economic policymaking. From Versailles to Bretton Woods to modern policy debates, Backhouse shows us why Keynes mattered and continues to matter.”
—Steven G. Medema, Research Professor in the Department of Economics, Duke University

“Brief, readable, and written from today’s perspective, this book makes a persuasive case for the contemporary relevance of Keynes’s life and work. Highly recommended, either as an introduction to the subject, or, for older readers, a refresher course.”
—David Ernest William Laidler, Professor Emeritus, Department of Economics, University of Western Ontario

“John Maynard Keynes and his important ideas shaped economic analysis and economic policy for many decades of the 20th century. The distinguished historian of economics, Roger E. Backhouse,​ has written a concise book that presents the man and his ideas to non-specialist readers. Eschewing uninformed left-right polemics that have shaped popular discussions of macroeconomics, Backhouse presents the intellectual and historical contexts of Keynesianism’s creation, growth, development, and lasting impact. It is a virtuoso performance by a renowned Keynes scholar.”
—E. Roy Weintraub, Professor Emeritus of Economics, Duke University

“Roger Backhouse combines the skills of a historian with those of an economist, helping us ​to not only know Keynes, but also to learn about the development of macroeconomics from the demise of its ideas and their vindication in the post-COVID-19 world. ​​Non-specialists and specialists alike can appreciate this concise, but exhaustive, clear, and scholarly account of Keynes and Keynesianism and their relevance. It shows that Keynes is someone whose insights are still relevant ​and ​a more interesting thinker than much modern commentary gives him credit for.”
—Maria Cristina Marcuzzo, Professor in Political Economy, University of Rome

“Roger Backhouse’s Simply Keynes is simply the best brief account of Keynes’s thought and influence. Keynes was a man of parts and Backhouse draws those parts together to form a lucid and compelling portrait of the most influential economist of the 20th century.”
—Kevin Hoover, Professor of Economics and Philosophy, Duke University

“John Maynard Keynes is the first economist portrayed in Simply Charly’s “Great Lives” ​series, as part of a distinguished set of the world’s most influential people (e.g. Freud, Einstein, Darwin, Beethoven, Sartre, Napoleon, Proust), who left an extended legacy in several domains. Roger Backhouse’s sparkling account goes beyond biographical information, providing an enlightening history of the evolution of macroeconomic theory and policy from about 100 years until nowadays, as seen from the perspective of Keynes’ seminal contributions. Written in pleasant and accessible language, the book makes a complex history look simple, with its masterful blend of Keynes’ ideas, their origins, impact and (sometimes critical) reception.”
—Mauro Boianovsky, Professor of Economics, University of Brasília
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  Series Editor's Foreword


Simply Charly’s “Great Lives” series offers brief but authoritative introductions to the world’s most influential people—scientists, artists, writers, economists, and other historical figures whose contributions have had a meaningful and enduring impact on our society. 
Each book provides an illuminating look at the works, ideas, personal lives, and legacies these individuals left behind, also shedding light on the thought processes, specific events, and experiences that led these remarkable people to their groundbreaking discoveries or other achievements. Additionally, every volume explores various challenges they had to face and overcome to make history in their respective fields, as well as the little-known character traits, quirks, strengths, frailties, myths, and controversies that sometimes surrounded these personalities.
Our authors are prominent scholars and other top experts who have dedicated their careers to exploring each facet of their subjects’ work and personal lives.
Unlike many other works that are merely descriptions of the major milestones in a person’s life, the “Great Lives” series goes above and beyond the standard format and content. It brings substance, depth, and clarity to the sometimes-complex lives and works of history’s most powerful and influential people.
We hope that by exploring this series, readers will not only gain new knowledge and understanding of what drove these geniuses, but also find inspiration for their own lives. Isn’t this what a great book is supposed to do?

Charles Carlini, Simply Charly 
New York City






  
  Preface


John Maynard Keynes (1883-1946) was the most influential economist of the mid-20 th century: he changed the way the world thought about economic problems and how those problems could be solved. For around 30 years after World War II, it was widely believed that, by using Keynesian theories, it was possible for governments to manage the economy to achieve full employment, avoiding the mass unemployment that had scarred the inter-war period. Maintaining approximately full employment and securing rapid economic growth helped create European welfare states, and the United States became what the economist and popular writer, John Kenneth Galbraith, called “the affluent society.” Keynes was so influential that it became common to refer to these three decades as “The Age of Keynes” or “The Keynesian Era.” Keynesianism was not just an economic theory or even a set of policy prescriptions: it became a social and political philosophy.
As we now know, this era was not to last. In the 1970s, following the emergence of “stagflation”—simultaneously rising inflation and unemployment—there was a reaction against Keynesian economics. Milton Friedman converted many people to “monetarism”—the doctrine that the main factor determining the rate of inflation is the growth rate of the money supply—with his argument that trying to stabilize the economy at a high level of employment would be counterproductive, as it would be liable to produce accelerating inflation. Together with Friedrich Hayek, who had been prominent in the 1930s and who rose from obscurity after he was awarded the Nobel Memorial Prize in Economic Sciences in 1974, Friedman persuaded many policymakers that government intervention typically made things worse and that governments should abandon any attempt to manage the level of demand: instead of discretionary monetary and fiscal policy aimed at maintaining full employment, governments should adopt a rigid rule for the growth rate of the money supply. When Friedman’s monetary rule turned out to be problematic, many governments did not return to Keynesian demand management but adopted inflation targets, with central banks being mandated to follow policy rules. By the end of the 20th century, Keynesianism appeared to be dead.
The global financial crisis of 2008 challenged this approach. It was not the first financial crisis to emerge since the turn to so-called free markets—there had been a major crisis in East Asia, and there had been a spectacular “dot com” bubble that had burst—but unlike earlier crises, the one in 2008 threatened to bring down the whole world’s financial system and, with it, cause a return to mass unemployment not seen since the 1930s. Action needed to be taken, and there was a sudden flurry of interest in Keynesian ideas. Keynes seemed relevant once more. However, this surge of interest did not last long. Within a few years, worries about rising levels of government debt caused many governments to institute policies of “austerity,” cutting back on government spending on the grounds that government debt was rising to unsustainable levels. (Increasing taxes, the other way to reduce a government deficit, was believed to undermine incentives to work and to invest, and was therefore not seen as an alternative.) Such policies were applied in the United States, Britain, and the Eurozone. Keynesian attempts to maintain full employment were abandoned.
Whatever your views on the merits of the policies pursued during this period, there is little doubt that Keynes was, for good or bad, one of the key figures in the 20th century. Unfortunately, this does not mean that he is widely understood. The obvious way to understand him is to read his magnum opus, The General Theory of Employment, Interest, and Money(1936), but this presents difficulties. Keynes was an excellent writer, and some passages in the book can be read by anyone. For example, his account, in Chapter 12, of how people behave in financial markets is easy to understand and resonates with our experience today. The vision, outlined in Chapter 24, of a world in which goods are no longer scarce is highly accessible and reflects values to which Keynes was deeply committed, even if it will strike many readers as naïve. However, the heart of the book is an argument about technical economics that is difficult for non-economists to follow. People were interested in the book because of its implications for policy, but this work says very little about policy. It was even very difficult for Keynes’ fellow economists, for he was defining new concepts and arguing in a way that was deeply unfamiliar. Even his account of what he called “classical economics”—the orthodoxy against which he was rebelling—was presented in a novel and challenging way.
The difficulties do not end here. The General Theory appeared at a time when economists were increasingly turning to mathematical modeling. Instead of theorizing with primarily verbal reasoning, and all the subtleties and ambiguities that this involved, they were increasingly constructing sets of equations from which results could be derived rigorously. Inevitably, when economists tried to make sense of the book, many of them turned to these new methods, which meant that Keynes’ ideas had to be simplified. Keynes had used mathematics: he repeatedly discussed propensities, functions, schedules, and how they fit together; and on some pages, he used simple algebra. This was enough for many early readers of the book to see it as a work of mathematical economics. However, many of the most important ideas in the book were analyzed only verbally, the mathematics providing no more than a skeleton on which to hang an argument that went beyond what could be captured in the mathematics. This style of reasoning differed greatly from the much more formal mathematical economics that was becoming fashionable. The result was that, in order to make sense of The General Theory, economists had to translate Keynes’ mixture of mathematical and verbal reasoning into complete mathematical models that could be analyzed with the degree of rigor that was coming to be expected. This raised whether these translations were faithful to Keynes’ thinking: were the new interpretations placing his essential insights on more secure foundations, or were they abandoning his main ideas? Debates over these questions continued throughout the Keynesian era.
A further reason for the confusion over Keynes’ ideas is that they are politically charged. Physical theories rarely have political or ideological implications, but economic theories do. An economic theory might imply that we would be better off if government did something or did not do something, but this may clash with views about what people think the role of government should be. Whether the state should be large or small is not just an economic question: it is also a political one. Political views have led both supporters and critics of Keynesian policies to distort his ideas, either trying to make them more attractive to their audience or trying to show why they are clearly wrong. Nuance and subtlety get lost. For example, conservatives often portray Keynes as a socialist, associating his ideas with the economic failures of communist societies, even though, as we shall see, he was throughout his life a committed liberal, in the traditional European sense of someone who attached great importance to freedom and to a market economy; he even became a friend of Hayek.
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