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This volume is dedicated by its editor to those cconomists
who, following the leadership of Lord Keynes, are endeavor-
ing to make of economics a useful tool for the diagnosis

and treatment of economic disease.



Preface

TuE REaper will learn what this book is about by reading the brief
opening chapter. In sum, the book includes thirty-one chapters
of new material (inclusive of ten chapters by the editor which
summarize, integrate, and fill in some gaps, and a bibliography),
and sixteen chapters of old material, inclusive of three speeches
in the House of Lords by Keynes, the plan for a Clearing Union,
and his 1937 Quarterly Journal article.

I acknowledge the aid I have had from my Secretary, Miss
Lillian Buller, from Mrs. Anna Thorpe, for typing large parts of
the manuscript, and especially from my research assistant, Mrs.
Margarita Willfort, for editorial help, for checking references,
and for numerous other aids. In providing some financial help, the
Graduate School of Public Administration has also contributed in
an important way to the consummation of this task,

Seymour E. Hannis

Four Winds Farm
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OBITUARY: The Times (London), April 22, 1946

_ Lord Keynes

A GREAT ECONOMIST

Lorp KEYNES, the great economist, died at Tilton, Firle, Sussex,
yesterday from a heart attack. .
By his death the country has lost a very great Englishman. He
was a man of genius, who as a political economist had a world-
wide influence on the thinking both of specialists and of the gen-
- eral public, but who was also master of a variety of other subjects
which he pursued through life. He was a man of action as well as
of thought, who intervened on occasion with critical effect in the
great affairs of state, and carried on efficiently a number of practi-
cal business activities which would have filled the life of an ordi-
nary man, And he was not merely a prodigy of intellect; he had
civic virtues—courage, steadfastness, and a humane outlook; he
had private virtues—he was a good son, a devoted member of his
college, a loyal and affectionate friend, and a lavish and unweary-
ing helper of young men of promise.
"~ The Right Hon, John Maynard Keynes, C.B., Baron Keynes, of
Tilton, Sussex, in the Peerage of the United Kingdom, was born
on June 5, 1883. His father, John Neville Keynes, was a distin-
guished writer on political economy and logic and was for many
years Registrary of Cambridge University. His mother was Mayor
of Cambridge as lately as 1932. They both survive him. He was
brought up in the most intellectual society of Cambridge. He was
in college at Eton, which he dearly loved, and he was proud at
being nominated by the masters to be their representative gover-
nor later in life. He won a scholarship to King's College in mathe-
matics and classics, writing his essay on Héloise and Abélard. He
was President of the Cambridge Union, won the Members’, Eng-
lish Essay Prize for an essay on the political opinions of Burke,
and was twelfth wrangler in the mathematical tripos. Although
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he did not take another tripos, he studied deeply in philosophy
and economics and was influenced by such men as Sidgwick,
Whitehead, W. E. Johnson, G. E. Moore, and, of course, Alfred
Marshall.

In 1906 he passed second into the Civil Service, getting his
worst mark in economics—"the examiners presumably knew less
than I did”—and chose the India Office, partly out of regard for
John Morley and partly because, in those days of a smooth work-
ing gold standard, the Indian currency was the livest monetary
issue and had been the subject of Royal Commissions and classic
controversies, During his two years there he was working on his
fellowship dissertation on Probability, which gained him a prize
fellowship at King’s. This did not oblige him to resign from the
Civil Service, but Marshall was anxious to get him to Cambridge,
and, as token, paid him £100 a year out of his private pocket to
supplement the exiguous fellowship dividend—those were before
the days of his bursarship of the college. Anyhow, his real heart
lay in Cambridge. He lectured on money. He was a member of
the Royal Commission on Indian Currency and Finance (1913
14). He served in the Treasury 1915-19, went with the first Lord
Reading’s mission to the United States, and was principal repre-

sentative of the Treasury at the Paris Peace Conference and
deputy for the Chancellor of the Exchequer on the Supreme Eco-
nomic Council. After his resignation he returned to teaching and
to his bursar’s duties at King’s, but he always spent part of his
time in London. He was a member of the Macmillan Committee
on Finance and Industry, and parts of its classic report bear the
stamp of his mind. )

In 1940 he was made a member of the Chancellor of the
Exchequer’s Consultative Council and played an important part
in Treasury business, He was made a director of the Bank of Eng-
land, In 1942 he was created Lord Keynes, of Tilton, and made
some valuable contributions to debate in the Upper House. He
was made High Steward of Cambridge (Borough) in 1943. His
continued interest in the arts was marked by his trusteeship of
the National Gallery and chairmanship of the Council for the
Encouragement of Music and the Arts. In 1925 he married Lydia
Lopokova, renowned star of the Russian Imperial Ballet—"the
best thing Maynard ever did,” according to the aged Mrs. Alfred
Marshall. She made a delightful home for him, and in the years
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after his serious heart attack in 1937 was a tireless nurse and
vigilant guardian against the pressures of the outside world.
Lord Keynes’s genius was expressed in his important contribu-
tions to the fundamentals of economic science; in his power of
winning public interest in the practical application of economics
on critical occasions; in his English prose style—his description
of the protagonists at the Versailles Conference, first fully pub-
 lished in his Essays in Biography (1933), is likely long to remain
a classic—and, perhaps one should add, in the brilliant wit, the
wisdom, and the range of his private conversation, which would
bave made him a valued member of any intellectual salon or
coterie in the great ages of polished discussion.
In prachcal affairs his activities in addition to his important
public services were legion. As bursar of King's he administered
- the college finances with unflagging attention to detail. By segre-
gating a fund which could be invested outside trustee securities
he greatly enlarged the resources of the college, and, unlike most
college bursars, he was continually urging the college to spend
more money on current needs. From 1912 he was editor of the
Economic Journal, which grew and flourished under his guidance,
and from 1921 to 1938 he was chairman of the National Mutual
Life Assurance Society. He ran an investment company. He or-
ganized the Camargo Ballet. He built and opened the Arts Theatre
at Cambridge, and, having himself supervised and financed it
during its period of teething troubles, he handed it over, when
it was established as a paying concem, as a gift to ex-officio
trustees drawn from the university and city. He became chairman
of CEM.A. in 1942 and of the Arts Council in 1945, He was
chairman of the Nation, and later, when the merger took place,
of the New Statesman; but he had too scrupulous a regard for
editorial freedom for that paper to be in any sense a reflection of
his own opinions. He also did duty as a teacher of undergraduates
at King's College and played an important and inspiring part in
the development of the Economics faculty at Cambridge. The
better students saw him at his most brilliant in his Political Econ-
omy Club.. He was interested in university business and his evi-
dence before the Royal Commission (1919-22) was an important
influence in causing it to recommend that the financial powers of
the university should give it greater influence over the colleges.
To find an economist of comparable influence one would have
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to go back to Adam Smith. His early interest was primarily in
money and foreign exchange, and there is an austere school of
thought which regards his Indian Currency and Finance (1912)
as his best book. After the 1914-18 war his interest in the relation
between monetary deflation and trade depression led him on to
reconsider the traditional theory about the broad economic forces
which govem the total level of employment and activity in a
society. He concluded that, to make a free system work at opti-

~mum capacity—and so provide “full employment™—it would be
necessary to have deliberate central control of the rate of interest
and also, in certain cases, to stimulate capital development. These
“conclusions rest on a very subtle and intricate analysis of the
working of the whole system, which is still being debated wher-
ever economics is seriously studied.

Popularly he was supposed to have the vice of inconsistency. .
Serious students of his work are not inclined to endorse this esti-
mate. His views changed in the sense that they developed. He
would perceive that some particular theory had a wider applica-
tion. He was always feeling his way to the larger synthesis. The
new generalization grew out of the old. But he regarded words as
private property which he would define and redefine. Unlike most
professional theorists, he was very quick to adapt the application
of theory to changes in the circumstances. Speed of thought was
his characteristic in all things. In general conversation he loved
to disturb complacency, and when, as so often, there were two
sides to a question he would emphasize the one more disturbing
to his present company.

His Treatise on Probability is a notable work of philosophy. Al-
though using mathematical symbols freely, it does not seek to add
to the mathematical theory of probability, but rather to explore
the philosophical foundations on which that theory rests. Written
clearly and without pedantry, it displays a vast erudition in the
history of the subject which was reinforced by and reinforced his
activities as a bibliophile.

" Keynes had on certain occasions an appreciable influence on
the course of history. His resignation from the British delegation
to the Paris Peace Conference and his publication a few months
later of The Economic Consequences of the Peace had immediate
and lasting effects on world opinion about the peace treaty. The
propriety of his action became a matter of controversy. Opinions
still differ on the merits of the treaty, but about the point with
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which he was particularly concerned, Reparations, there is now
general agreement with his view that the settlement—or lack of
settlement—was ill-conceived and likely to do injury to the fabric
of the world economy. His subsequent polemic against the gold
standard did not prevent a return to it in 1925, but largely added
to the ill repute of that system in wide circles since. It was mainly
through his personal influence some years later that the Liberal
Party adopted as their platform in the election of 1929 the pro-
posal to conquer unemployment by a policy of public works and
monetary expansion, ,

He had a footing in the British Treasury in two wars, The idea
of deferred credits was contained in the pamphlet entitled How
to Pay for the War, which he published in 1940, From 1943 Lord
Keynes played a principal part in the discussions and negotiations
with the United States to effect a transition from war to peace
conditions of trade and finance which avoided the errors of the
last peace, and to establish international organization which
would avoid both the disastrous fluctuations and the restrictions
which characterized the inter-war period. He was the leader of
the British experts in the preparatory discussions of 1943 and
gave his name to the first British contribution—"the Keynes Plan”
_—to the proposals for establishing an international monetary au-
thority. In July, 1944, he led the British delegation at the Mone-
tary Conference of the United and Associated Nations at Bretton
Woods, where an agreed plan was worked out. He was the domi- _
nant figure in the British delegation which for three months,
from September to December, 1945, hammered out the terms of
the American Loan Agreement, which he defended brilliantly in
the House of Lords. He was appointed in February Governor
of the International Monetary Fund and the International Bank
for Reconstruction and Development, and in these capacities had
just paid a further visit to the United States, whence he returned
only two weeks ago. These continuous exertions to advance the
cause of liberality and freedom in commercial and financial poli-
cies as a means to expand world trade and employment imposed
an exceptionally heavy and prolonged strain which, in view of
his severe illness just before the war, Lord Keynes was physically
ill-fitted to bear.

His life-long activities as a book-collector were not interrupted
even by war, His great haul of unpublished Newton manuscripts
on alchemy calls for mention, He identified an anonymous pam- -
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phlet entitled An Abstract of a Treatise of Human Nature, ac-
quired by his brother, Mr. Geoffrey Keynes, as being the au-
thentic work of David Hume himself. He had it reprinted in 1938,
and it will no doubt hereafter be eagerly studied by generations
o! philosophers, During the second war his hobby was to buy and
-then, unlike many bibliophiles, to read rare Elizabethan works.
His interest in and encouragement of the arts meant much to him.
From undergraduate days he had great friendships with writers
and painters and, while his activities brought him in touch with
many distinguished people of the academic world and public life,
he was probably happiest with artistic people, At one period he
was at the centre of the literary circle which used to be known
as “Bloomsbury”—Lytton Strachey, Virginia Woolf, and their
intimate friends. More than fame and worldly honours, he valued -
the good esteem of this very cultivated and fastidious society.

His published works included Indian Currency and Finance
(1913), The Economic Consequences of the Peace (1919}, A
Treatise on Probability (1921), A Revision of the Treaty (1922),
A Tract on Monetary Reform (1923), A Short View of Russia
(1925), The Economic Consequences of Mr. Churchill (1925),
The End of Laissex Faire (1926), A Treatise on Money (two
volumes) (1930), Essays in Persuasion (1931), Essays in Biog-
raphy (1933), The General Theory of Employment, Interest, and
Money (1936), and How to Pay for the War (1940).

And finally there was the man himself—radiant, brilliant, ef-
fervescent, gay, full of impish jokes, His entry into the room in-
variably raised the spirits of the company, He always seemed
cheerful; his interests and projects were so many and his knowl-
edge so deep that he gave the feeling that the world could not get
seriously out of joint in the end while he was busy in it. He did
not suffer fools gladly; he often put eminent persons to shame by
making a devastating retort which left no loophole for face-
saving. He could be rude. He did not expect others to bear malice
and bore none himself in the little or great affairs of life. He had
many rebuffs but did not recriminate. When his projects were re-
jected, often by mere obstructionists, he went straight ahead and
produced some more projects. He was a shrewd judge of men and
often plumbed the depths in his psychology. He was a humane
man genuinely devoted to the cause of the common good.
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556; postwar, 212, 214-16,
247, 287, 317, 332, 364-5,
874 ,

Business fluctuations, classical
theory of, 221, 240, 426, 441-
3, 452, 513; Keynes and, 412,
416-18, 436-7, 441, 443-5,
447-9; international propaga-
tion of, 264-5, 269-71, 277,
280-1, 283, 288, 309, 372,
374, 408; modern theories on,
220, 437-8, 445-6, 449, 477-8,
521 .

Capital, vs, consumers’ goods, 24,
125, 128, 190-1, 222, 405,
423, 497, 365, 606, 809; de-
mand for, 406; movements,
past, 252, 254, 295; postwar,
247, 260, 309, 328, 334-7,
853, 364, 374-5; gold move-
ments, and exchange rates,
251, 299; equilibrating and
disequilibrating, 288-9, 294n,
298n, 301, 323, 543

Capitalism, Keynes and, 5-6, 15,
22, 72, 80, 94, 106, 108,
134, 151-2, 450, 452, 544-6;
Keynes, and unemployment,
99, 107, 320

Cash balance approach, 154,
513, 514n, 658; balances, 470,
510, 516-17, 530, 533, 551,
575-8, 587, 653, 659
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Depression, cost of, 213, 368,

Classical economics, 4, 29, 43,
102n, 103, 253, 279, 426, 432—
3, 452, 454, 562-3, 634, 653;
Keynes vs., 15, 81, 35, 39, 58,
105, 114-15, 155, 181, 234-5,
546, 5504, 557; and Key-
pesian, 55-6, 104, 150, 205,
222, 238, 322, 541; and unem-
ployment, 115, 131, 147, 167,
2334, 454, 543

Closed system, interest rate in a,
428; Keynes™ treatment of, 48~
9, 300, 553, 559, 561, 567,
575, 606, 619; multiplier in a,
410; and wages, 277, 565, 575

Colwyn Report, Keynes® contribu-
tion to, 14

Competition, free, 553, 558, 560~
1, 578, 606; imperfect, 45,
90n, 96, 117, 558, 600

Consumption and employment,
125, 613; income, and demand,
51, 534, 138, 159, 190, 525,
557, 559, 568, 580, 585, 587,
607; and investment, 53, 559

Cost schedule, 48, 117-8, 533,
566, 577-8, 613; structure, 203

Costs, adjustments of, 343, 457,
467

Costs, wages, and prices, 48, 116
19, 172, 212, 228, 532, 549,
566, 613

Deficit financing, Keynes and,
16, 199, 215-16, 286, 409,
450-1, 478-9, 543

Deflation, Keynes and, 22, 68-9,
154, 332, 404, 549

Demand, components of, 211,
913, 442, 559; determinants of,
559; and employment, 116,
118, 147, 211; Keynes’ concem
with, 21, 51, 134, 142-3, 203,
405, 5434, 548, 556; private
enterprise and, 51

403; economics, 13, 22, 25, 93,
149, 503

amic  economics, defined,
41-2, 569n, 604-5, 632;
Keynes and, 36, 57, 93, 162n,
163, 226, 238-9, 454-5, 461,
516, 569n, 604-5, 632; and
statistics, 459

Econometrics, defined, 219-20;

Keynes and, 74, 156a, 220-1,
231

Effective demand, constitue *s

of, 190, 213; deficiency of, 170,
405, 543; determinants of, 405,
532; importance of, 146-7,
190; and inflation, 563; Keynes
and, 49, 151, 286, 5334, 557,
562, 587; wages, output, em-
ployment, and income, 211,
527, 5334, 535, 557-8, 561-
2, 565-7, 587 -

Elasticity of demand for imports,

226-7, 269-71, 303n, 311-13,
816n

Employment, classical position

on, 31; and income, 528, 566,
575, 585, 611, 614-15, 631;
and international relations,
246, 575; Keynes on, 99, 116,
118, 125, 130-1, 169, 189,
240~1, 452, 457, 528, 531,
560, 566-7, 613-13; policy,
Keynes and, 210, 273, 411;
and prices, 24, 600; and pur-
chasing power, 151; and wages,
120-1, 432, 566-7, 575, 585,
613

Employment and demand, 169,

209, 211, 404, 531

Employment as central problem,

268, 362, 403, 412

Equilibrium analysis, 437-8, 527,

607, 614; external, 271-2, 275,
282, 300, 303, 470-1; gen-
eral, 36, 437ff; internal, 275,
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Equilibrium analysis (continued)

277, 282, 290, 303, 599; in-
ternational, 12, 68; short-pe-
riod, 625, 632; stable vs. un-
stable, 273, 428, 564, 606, 608~
12, 615; static vs. dynamic,
515-16, 568, 604-5, 632;
theory, Keynes', 36, 437, 454,
558-9, 568

Exchange depreciation, 278, 328,
352-3

Exchange rates, equilibrium,
303-5, 313; fixed vs. flexible,
15, 257, 275, 281-2, 297, 342,
363, 567, 575; and gold; 271,
297-8, 375~6; Keynes on, 13,
154, 2524, 257-9, 263, 293
6, 298-303, 363-4, 375-6;
postwar, 247, 288, 302, 326~
7, 335, 343, 345, 350, 3534,
356, 363-4, 373, 381

Expectations, consumers’, 202,
415; entrepreneurs, 202, 226,
404, 418, 420, 421n, 439-40,
474, 486, 551, 575, 582, 594,
597; importance of, 57, 151,
510; introduction of, 33, 36~7,
150, 184-5, 415, 510, 604-5;
Keynes and, 28, 32-3, 86-7,
41-2, 51, 89, 93, 415, 419,
421-2, 520, 584; and policies,
423; price, 416, 581-2, 584,
587

Export multiplier, 197, 246, 267-
9, 271, 277, 284, 291, 306,
477, 494; and employment,
475

Fiscal policies, defined, 454; see
also Policies

Forced savings, 23n, 149, 450-1,
468, 496, 498, 622, 632

Forecasting, 19, 459-61, 623

Foreign investment, and interest
rates, 252; Keynes and, 155,
252, 259, 321, 324-5, 329, 337,

. Foreign investment, and interest

rates (continued)

408, 428, 567; past, 218, 248,
262, 351, 353; postwar, 280,
305, 324-5, 329, 337, 842,
348-50, 358, 373, 396-9; by
U. 8. A, 247, 347, 386, 390,
431

Free enterprise, Keynes and, 5,
71, 151, 177, 204, 542, 545

Full employment and inflation,
179, 278, 495, 499, 503, 532,
5334, 561-3

Full employment as central prob-
lem, 13, 15, 20, 130, 468

Full-employment economics, 4,
131, 193, 234, 426, 438, 454,
554 . )

Full-employment
130, 608n :

Full-employment policies, Keynes’
contribution to, 12-13, 20-1,
24, 142, 292, 429, 451, 461,
480-1; international aspects of,
206, 217-18, 246-7, 272, 275,
279-80, 282-3, 285-6, 290,
292, 300, 305, 381

“equilibrium,

General vs. specific measures, 21—
2,178, 549

General theory, definition of, 40,
57, 88, 591; Keynes and, 56,
235, 503; vs. special cases, 96,
148, 179-80, 529

_ Gold, postwar position of, 251,

261, 327-31, 334-5, 344, 347,
351-2, 354-6, 363, 373, 375

Gold standard, Keynes vs., 13,
66-7, 70, 86, 154, 209, 246,
248-50, 255-7, 263, 284, 296~
7, 299, 3175, 393, 513

Gold-standard mechagism, 271,
281, 284, 331, 342, 345, 349,
354, 357, 361, 471, 513

Gold standard, past, 152, 254,
281-2, 346, 363, 393
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Gold stock, American, 15-17, Inflation and full 1 t
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Government and demand, 5, 17, Inflation and full-employment

21, 205, 210, 212, 252, 545,
548; expenditures, 48, 277,
429, 454; expenditures and in-
come, 19, 159-60, 178, 215,
351, 477-8, 479, 493, 566;
expenditures  and  inflation,
160n, 534; financing of expend-
itures, 16-17, 215, 459, 464,

467, 471, 478; expenditures-

vs. taxation, 457, 460, 464-5;
intervention, 5, 71, 124, 134,

- 209, 215, 218, 429, 451, 456,

542-3, 545, 553

Hoarding, concept of, 1224,
238, 363, 6201, 6401, 647;
and interest rates, 50, 160,
164-5, 183, 188, 636-8, 641~
3, 645-8; and money, 87, 123,
182, 187, 492, 635, 637, 639~
41, 643, 653

Income approach, 57, 92, 94, 135,
147, 166, 198, 201, 220, 292,
527-8, 559; to international
reparations, 166, 197, 264-6,
268, 272

Income and consumption, 19, 28,
52, 190-1, 525, 528, 585-7,
622; and demand, 211, 228,
531; and employment, 93, 132,
142, 439, 503, 528, 559, 562,
566, 574-5, 585, 631; and in-
vestment, 19, 27, 88, 121, 128,
190, 426, 454, 492-3, 528,
575, 595-6, 602; and money,
596; and output, 525, 530, 533,
535; and saving, 27, 122, 151,
525, 552, 584, 624

Income formation, theory of, 57,
91, 190, 211, 412, 526, 538,
578, 5945

programs, 24, 410, 495

Inflation, and output, 48; Keynes
and, 12, 23, 68, 150, 154, 397,
404, 410, 456, 466, 5334, 542,
555-8; post-Keynesian treat-
ment of, 504, 510, 532-3,
535-6; postwar, 21, 340, 397,
466; pre-Keynesian treatment
of, 160n, 397, 466, 508-9, 534;
wartime, 150, 555

Institutional economics, 4, 40, 57,
164n, 554

Interest-rate  differentials, 298;
theories, other, 644, 647-8,
650-1, 655

Interest rates, and bysiness fluctu-
ations, 165; decline of, 16, 130,
139n, 198, 406-7, 418, 428,
611; and deflation, 50, 317, '
408; determinants of, 33-4,
51, 597, 602-3, 654, 657-60;
and employment, 69, 131, 140,
189, 406, 476, 576, 587, 611,
613; ‘and hoards, 164, 183,
187, 634-7; and income, 595~
6; Keynes on, 37-8, 56, 126-7,
129, 131, 138, 149-30, 181-2,
187-9, 193, 251-2, 260, 321,
404-8, 447, 5434, 593, 601,
644, 647-8; and money, 13,
33-4, 44, 50, 126, 132, 142,
181-2, 200n, 321, 474, 543,
560, 575, 587, 601-3, 608; nat-
ural vs. money, 89, 265n; need
to reduce, 130, 139-40, 216,
404-8, 455, 544; and other as-
sets, 520, 522, 648; postwar,
364, 375; and savings, 88, 95~
6, 517

Interrelation of economic varia-
bles, 228
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Inventories, 118, 416, 442-4,
448-9, 460, 487, 509, 599

Inventory cycles, 441-6, 449

Investment, classical explanation
of, 122

Investment, concept of, 126,
522-3, 619, 626-7, 640; deci-
sions, 28, 88, 95, 125, 189, 419,
421-2, 454-5, 523, 560, 568,
575-8, 599; determinants of,
50, 125, 127, 192, 224, 425,
575, 586-7, 597, 602-3, 613,
648, 653; fluctuations, 28, 151,
188-9, 201, 225-6, 459-60,
478, 523, 525, 614; and em-
ployment, 169, 212, 224,
425-8, 454, 528, 575-8, 615;
and income, 19, 27, 38, 52-3,
138, 160, 212, 410, 454, 474,
490, 522, 594-5, 609, 639,
648; and innovations, 172n; in-
sufficiency of, 80, 91, 160, 403,
426-32, 4345, 474, 551, 568,
576; and interest rates, 14, 20,
29, 44, 132, 139, 169, 251,
321, 409, 524, 543, 576, 593,
597, 601-3, 648, 656; involun-
tary, 599; and money, 189,
201, 470, 474, 602, 653; and
multiplier, 483, 489, 491, 597,
and prices, 495, 518, 528; and
wages, 551, 574-5, 586-7

Labor, demand for, 172, 226,
229, 241, 564, 578

Labor supply and employment,
508, 583; and price expecta-
tions, 5834

Labor supply and wages, 4334,
560-3, 580-2, 587; schedule,
30, 34, 43, 233-9, 552, 581,
566

Limiting factors, 413, 43942

Liquid assets, different kinds of,
163, 515, 518-18, 625; increase
of, 20, 24, 53, 140-2, 200,
202, 468

Liquidity preference and inter-
est rates, 50, 69-70, 169, 182—
8, 2234, 434-5, 518-9, 596-7,
609, 644, 661; and employ-
ment, 44; and expectations,
420-1; and marginal efficiency
of capital, 28, 47, 138-8, 409,
476-7, 633; and money, 30,
129-30, 150, 163, 167, 239,
558, 601-2; schedule of, 44,
91, 96, 143n, 164, 169, 171,
183, 189, 2234, 238-9, 521,
533, 596, 602~4; theory of,

" earlier, 87, 518, 529; theory of,
importance of, 140, 143, 150,
165, 661 .

Loan expenditures, 14, 16-17,
199-200, 272n, 411, 418, 459,
471-8, 477

Marginal efficiency of capital,
changes in, 28, 138-9, 201,

. 408-9, 418, 447-8, 498, 544,
551, 654; concept of, 91, 126,
224, 520, 593; and expecta-
tions, 416-17, 447, 520, 604;
importance of, 50, 550, 557,

597, 602
Marginal efficiency of capital and
interest rates, 89, 126-7, 138,
149, 192-8, 225, 405-6, 408-
10, 454, 597, 608, 653—4; and
investment, 50, 189, 192, 224~
*5, 405, 425, 455, 474, 476, 498,
593~4, 597, 602, 654; liquid
assets and, 30; schedule, 138-9,
163, 171-2, 295, 425, 529, 532,
§74; trends in, 27, 50, 52, 127,
408, 454; and uncertainty, 50
Mathematical economics, Keynes
and, 74, 156, 437

Monetary expansion and employ-
ment, 23, 178, 548, 551, 611;
and interest rates, 50, 5434,
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Monetary expansion ana employ-
ment (continued)

635-6, 638; and investment,
633, 636

Monetary policy, Keynes and,
14~17, 50, 86, 138-9, 199, 248,
257-8, 403, 408-9, 470, 474,
542; limitations of, 141-2, 174,
201, 474; reliance on, 22, 77,
171, 548 '

Monopolies, classic treatment of,

184; and demand, 554; labor,
179; wages and prices, 578-9
Monopoly, Keynes and, 4, 21,
107, 108n, 178, 209; and un~
employment, 36, 457, 566
Multilateral clearing, 289, 325-6,
830, 332, 334, 338, 360, 371
Multilateralism, Keynes and, 152,
205-7, 246, 200-1, 822, 371,
395; U. S. and, 388, 393-5
Multiplier, concept of, 52, 97,
149, 159, 212, 272n, 410, 413,
462, 476n, 482, 484, 485, 486,
527, 569n, 630; and consump-
tion, 53, 193, 410, 454, 459,
478n, 491, 630; and foreign
trade, 268, 477; and income,
26, 411, 459, 462, 479, 484,
487, 492, 494, 527, 595, 602;
and investment, 460; and pub-
lic works, 472, 4783, 484; real
vs. money, 496, 499; and taxa-
tion, 465; and velocity, 628n,
488-9 ;

National-income analysis, Keynes
and, 19, 222, 504, 526, 535
National-income  statistics and

policies, 19, 210-11, 458-9,
508, 510, 534-5; and theory,
19, 57, 494, 504, 509, 526,
534-5
National income and tariffs, 316
National policies, international
coordination of, 281-2, 324

New Deal, 15-16, 18, 213-14,
224-5, 429, 469

Output, and consumption, 27,
191, 403, 585; and demand,
51, 190, 407, 441-2, 444-5,
531, 556; determinants of, 191,
440, 506-7; employment, and
investment, 425, 433, 444,
614; and employment, 26, 33,
41, 93, 119, 189-92, 278,
528-9, 552, 554, 560, 562; and
employment, fluctuations in,
220, 436, 513; employment,
and monetary management,
77, 531, 566; and income,
442-3, 528-9, 533, 535, 573,
586; and money, 504-5, 516;

- and prices, 16, 21, 432, 499,

504, 507, 514-15, 517, 522,
530, 532, 536, 599; sale of,
21, 191, 444, 543, 573; and
wages, 43-5, 48-9, 407, 432,
532, 541, 550-1, 553, 536,
566, 572-3, 585, 599

Output, employment, and prices,
613 :

Output, employment, and wages,
568, 572-3, 577, 579, 583,
585-7

Oversaving, 4, 55-7, 88, 91-2,
124, 199n, 414-16, 425, 452,
469, 544, 564

Planning, Keynes and, 71, 322,
410, 464, 469, 476

Policies, derived from General
Theory, 48, 132, 143, 162,
176-8, 192, 198, 454-5, 438,
" 462, 470, 476, 567; and ex-
pectations, 4922-3, 461; Keynes
and international, 152, 205,
264, 286, 293, 314

Policy, fiscal vs. monetary, 142,
435; Keynes and, 40, 50, 70,
74, 203, 217, 875, 407-9, 412,
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450, 4534, 473; Keynes' in-
fluence on, 3, 12, 17-20, 25,
56, 60, 71, 131, 136, 144, 210~
12, 255, 450, 453, 467-8, 480
Population, 53, 81n, 154, 405-7,
413, 425, 427-8, 430-4, 546
Precautionary motive, 515, 518,
608 :
Private enterprise, development
of, 80; Keynes and, 545, 547
Private enterprise and govern-
ment, need of consultations,
214

Production function, 33, 41, 93,

533

Productive factors, rewards to,
119, 184, 592, 598-600, 603
sensity to consume, changes
., 35, 53, 136-7, 140-1, 170,
172, 455, 460, 474, 477-8, 525,
554, 567, 584, 599; concept of,
28, 47, 50, 91, 135, 151, 159,
166, 197, 222-3, 438, 441,
455, 525, 538, 607; deter-
minants of, 124, 167, 190-1,
421, 527, 560, 584, 586-7,
615; inadequacy of, 14, 16, 27,
55, 118, 132, 406, 410, 457,
475, 556, 564, 599; and in-
come, 137, 479, 483, 486, 489,
573; and international trade,
567; and investment, 53, 489~
90, 532-3, 602, 639; and mul-
tiplier, 26, 51-2, 446, 454, 459,
479, 486, 491, 494, 532-3,
602, 630-1; and Say's Law, 27,
52; and trade cycles, 26, 55,
132, 135, 150, 166, 413, 437,
440-1, 446, 449; and wages,
552, 556, 586-7; and war, 150

Propensity-toconsume  concept,
influence of, 27, 33, 54, 135-7,
142-3, 437, 440, 446, 449,
535, 556

Propensity to hoard, 187, 191;
import, 267, 270, 279
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* Propensity to save, 159, 166, 235,
407, 438, 475, 595, 605, 631;
changes in, 137, 452, 455; in-
vestment, and income, 124,
130, 189, 234-5, 455, 523,
525, 630; and employment,
611, 614-15

Public debt, 14, 216, 407, 467

Public investment, Keynes' in-
fluence on, 16, 19-21, 213,
215-17, 451, 480-1; Keynes
for, 408-9, 411, 413, 455-7,
468-78, 478-9; and employ-
ment, 224, 413, 468; and pro-
pensity to consume, 50, 475-6;
and private investment, 225,
435, 478-9, 482

Public Works, and consumption,
141; and L. L. O., 468; Keynes
and, 130, 159, 178, 469, 470n,
548; in the U. S, A, 17, 213~
14, 462, 464

Pump-priming vs., compensatory
spending, 463, 477

Purchasing power, deficiency of,
599 :

Purchasing-power-parity  theory,
246, 294-8, 303n, 306n

Quantity theory, Keynes and,
867, 154, 238, 504, 512-15,
600-1; of money, 486, 511,
598, 603

Reparations, 12-13, 68, 81n, 154,
227, 254, 294n, 303n

Rigidities, economics and, 4, 40,
209; Keynes and, 21, 57, 69, -
96, 115, 167, 529, 578-9,
582-3, 587

Rigidity, wage, 86, 97n, 167, 457,
529, 544, 576n, 578-9, 582-3

Roosevelt, Keynes and President,
14-15, 17, 209, 451, 469

Savings, concept of, 121, 221,
522, 619, 624, 626-7; and in-
vestment, equality of, 10n, 33,
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Savings (continued)
121-3, 125, 127-8, 148-9, 158,
221-2, 437-8, 459, 492, 523,
526, 559, 593, 620-5, 628,

630, 637, 639, 645, 647; and
investment, Keynes on, 32, 35,
69, 86, 96, 154, 404, 427,
522-3, 609-10, 630, 632; .in-
vestment, and_ international
trade, 267; investment, and in-
come, 526, 528, 559, 628, 629;
investment, hoarding, and
money, 636, 638-9, 640-2;
and investment and interest
rates, 98n, 593, 635, 644; and
investment, 30, 90n, 122, 128,
147, 491, 4934, 517-18, 548,
652; need for, 23, 99, 427-8,

. 523, 527, 542; and public
debt, 200 ’

Say’s Law, 27, 47, 52, 98n,
104-7, 134, 147, 173-6, 193,
202, 439, 441-3, 445-8, 528,

- 543

Scarce currencies, 261, 289, 311n,

329-31, 336, 345, 348-9, 352,

855, 366-7, 393 .
Short-run analysis, 43, 55, 86, 93,
168n, 239-40, 558, 606
Soviet improvements, 5, 22, 545,
547

Speculative motive, 238, 415-16, -

515, 519, 529, 608
Spending and income, 20; and
multiplier, 483; and saving, 55,
124,516 ’
Stagnation theory, origins of, 80;
Keynes and, 14, 20, 37, 52, 93,
154, 404-6, 412-13, 427-8,
430, 432 :
SupEly and demand curves, ap-
plication of, 32-3

Tariffs, 272, 275, 278-80, 324,
328, 394; Keynes om, 70-l,
205-6, 246-7, 252, 276m,
315-16, 318-19, 338, 360
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Tax programs, 14, 464-5, 467,
535, 563, 566; reduction and
employment, 178

Taxation, Keynes and, 14, 20,
199-200, 215, 258, 406-7, 450,
453, 455, 458, 464, 543, 548

Transfer problem, 13, 154, 254,
272, 303n

Tumning points, 26, 417, 43841,
443-7

Underemployment ~ equilibrium,
27-9, 36, 424, 46-7, 51, 96,
140-1, 159, 166~7, 202, 452,
454, 457, 499, 528

Unemployment, causes of, 69,
106, 166, 178, 361, 404, 452,
454, 469, 543-4; and competi-
tion, 175-6; cost of, 403; in-
voluntary, 97n, 115-16, 149,
182, 232-3, 238-8, 552-3,
562, 576-7, 580n, 586; Mar-
shall and, 47; and tariffs, 316;
and wages, 38n, 115-16, 118,
557 :

‘Velbcity of circulation, money

- and, 129, 174, 201, 511, 515,
620-1; changes vs. constancy
of, 164n, 488, 492, 505, 510;
and deposits, 261s, 516;
Keynes and, 181-2, 6034;
and multiplier, 489, 532; and
prices, 238, 515

Wage rates and banking policy,

30, 44, 612

Wage reductions as cycle policy,
201-3

Wage reductions and demand,
29, 118, 203, and employment,
34, 47-8, 58, 115, 117-20,
572n, 573, 578, 585-7; em-
loyment, and interest rates,
132, 140; employment, costs,
and prices, 613; Keynes on, 43,



Index X

Wage reductions and demand
(continued)

47-8, 56, 89, 118, 169, 277-8,
407-8, 541, 549-51, 554, 574,
578; and monopoly, 579; and
prices, 117, 202, 544, 574-5,
585, 613

Wage rises, effects of, 227, 534,
550, 555-8, 568, 575, 579,
585, 587

Wage units, use of, 136, 149,
559n, 566, 583n

Wages and demand, 549-50,
554-8, 567; employment and
output, 26, 49, 553-4, 567,
573~4, 579; and employment,
Keynes on, 31, 56, 116, 132,
172-3n, 566, 577-8, 586; and

Wages and demand (continued)
employment, Pigou on, 34, 48,
140; and employment, inde-
pendence of, 52; employment,
and demand, 118, 135; em-
ployment, and prices, 141n,
169, 574; employment, prices,
and income, 575-6, 583

Wages, international aspects of,
253, 260, 288, 302, 305a, 575

Wages, money vs. real, 29, 31,

, 49, 116-17,119, 168, 169n,
239, 541, 550-2, 556, 560-1,

. 561, 576-7

Wages and prices, 95, 119-20,
141n, 167-70, 202, 228, 235,
534, 544, 550, 553-6, 559-61,
567-8, 573-6, 578-81



