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His Contribution

◆ The father of macroeconomics

◆ Keynes was the most famous and perhaps the most influencal
economic theorist of the 20th century.

◆ His impact inside and outside the profession has been as great as
Ricardo, Mill or even Marshall.

◆ The General Theory of Employment, Interest and Money (1936)

- Income-expenditure modal

◆ Keynes was the first, after the great depression of 1930, to advise
governments to engage in discretionary spending and taxtaion
(budget deficits) to cure depression and unemployment.



His Contribution

Moden fiscal policy

The Gouvernement intervention by the help of the use of
government taxation and expenditure policy to affect prices,
employment, and income.



Keynes’s Life and Works (1/6)

➢ Born in 1883

➢His father John Neville Keynes was logician and
specialist of economic methodology. His most
important work, The Scope and Method of Political
Economy, is published in 1890. He inherited to little
John a great intellectual curiosity and a lifelong love
for arts, especially theather.

➢His mother Florence Ada, was scientific. 

➢ Keynes was educated in Eton. 

➢Alternatively immersed in classical literature, in logic, 
in mathematics, dramatics etc. 

➢He studied in King’s College in Cambridge. 



My Cambridge Photos

• https://drive.google.com/drive/folders/1q9W
HBq75iatAXqzFNSmnUH-
yGjYrtw6X?usp=share_link



Keynes’s Life and Works (2/6)

➢ 1905 Marshall wrote to his father that he is good at economics.
➢ Civil servant in Indian Office in 1906
➢ Bloomsbury group

The group had ten core members:[10]

❖ Clive Bell, art critic
❖ Vanessa Bell, post-impressionist painter
❖ E. M. Forster, fiction writer
❖ Roger Fry, art critic and post-impressionist painter
❖ Duncan Grant, post-impressionist painter
❖ John Maynard Keynes, economist
❖ Desmond MacCarthy, literary journalist
❖ Lytton Strachey, biographer
❖ Leonard Woolf, essayist and non-fiction writer
❖ Virginia Woolf, fiction writer and essayist

https://en.wikipedia.org/wiki/Bloomsbury_Group%23cite_note-Avery_p._33-10
https://en.wikipedia.org/wiki/Bloomsbury_Group%23cite_note-Avery_p._33-10
https://en.wikipedia.org/wiki/Bloomsbury_Group%23cite_note-Avery_p._33-10
https://en.wikipedia.org/wiki/Clive_Bell
https://en.wikipedia.org/wiki/Clive_Bell
https://en.wikipedia.org/wiki/Vanessa_Bell
https://en.wikipedia.org/wiki/Vanessa_Bell
https://en.wikipedia.org/wiki/E._M._Forster
https://en.wikipedia.org/wiki/E._M._Forster
https://en.wikipedia.org/wiki/Roger_Fry
https://en.wikipedia.org/wiki/Roger_Fry
https://en.wikipedia.org/wiki/Duncan_Grant
https://en.wikipedia.org/wiki/Duncan_Grant
https://en.wikipedia.org/wiki/John_Maynard_Keynes
https://en.wikipedia.org/wiki/John_Maynard_Keynes
https://en.wikipedia.org/wiki/Desmond_MacCarthy
https://en.wikipedia.org/wiki/Desmond_MacCarthy
https://en.wikipedia.org/wiki/Lytton_Strachey
https://en.wikipedia.org/wiki/Lytton_Strachey
https://en.wikipedia.org/wiki/Leonard_Woolf
https://en.wikipedia.org/wiki/Leonard_Woolf
https://en.wikipedia.org/wiki/Virginia_Woolf
https://en.wikipedia.org/wiki/Virginia_Woolf


BBC2 drama “Life in Squares”



• Virginia Woolf (1882-1941)
• an English writer, considered one of the most 

important modernist 20th-century authors and a pioneer in 
the use of stream of consciousness as a narrative device.

• His father, Leslie Stephan (1832-1904), an intellectual 

More in Virgina Woolf (in Turkish): 
https://blog.ofix.com/en-guzel-5-virginia-
woolf-kitabi/

Movie: The Hours
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Keynes’s Life and Works (3/6)

➢ Keynes was trying to do a lot of things at the same time. These
activities made his career brillant.

➢ In 1911 Keynes became coeditor (with an other economist F. Y.
Edgeworth) of the Economic Journal, the official organ of the Royal
Economic Society (that still exists, they do conferences). He hold
this position until 1945.

➢ In 1913 he published a work on international finance related to the
gold exchange standard, Indian Currency and Finance (1913). And
quickly becoming famous as a monetary expert and entered the
treasury department in 1915. He stayed there until the war.



Keynes’s Life and Works (4/6)

➢ He was assigned as a British treasury representative to the
conference of Versailles.

➢ 1919 Keynes attacked the conditions of the treaty in a book that he
wrote : The Economic Consequences of the Peace. The book was an
immense critical success, urging as it did moderation in the
demands upon defeated Germany.

➢ In 1920’s, Keynes taught at King’s College. He was an enthusiastic
Lecturer but he reduced his teaching load in order the engage in a
multitude of other activities. For exemple having a fortune !!! (about
half a million pounds in 1937) by speculating in the foreign
exchanges.

➢ He passed the civil servant examination and was signed to a
proposition in the Indian office.



Keynes’s Life and Works (5/6)

➢ After a while, he devoted a large part of his time to a study of
probability theory. He wrote Treatise on Probability (1921).

➢ He became the board of the famous liberal weekly Nation.

➢ He has the duties of bursar (financial analyst and manager) of King’s
College, for which he received, in the beginning, 100 pounds per
year.

➢ 1923, Keynes published his Tract on Monetary Reform. This book
became polemical, it was aganist the gold standard.

➢ In 1925 Keynes married Lydia Lopokova, a prima ballerinas.







Keynes’s Life and Works (6/6)
➢ The two-volume Treatise on Money appeared in late 1930. In this book, saving and

investement were in the first roles influencing the level of incomes.

➢ In 1931 he wrote Essays in Persuasions and Essays in Biography (1933). He defends
his thesis in General Theory.

➢ In 1930’s Keynes get too involved with the financial burdends imposed by the
impending was with Germany. The problems of reordering wartime resource priorities
and the excess demand thereby created are dealth with in How to Pay for the War,
published in 1940.

➢ Between 1941 and 1946, Keynes negotiated wartime lend-lease financing, and in
1946, he was instrumental in arranging the Marshall loan to Britain.

➢ That same year Keynes was made a vice president of the World Bank, and plan to
restore the international monetary system (which were made in Bretton Woods, New
Hampshire). IMF

➢ In the summer of 1946, at the age of sixty-three, Keynes died of heart attack.





Slavoj Žižek is a Slovenian, Marxist philosopher, cultural theorist and public intellectual.



So let’s focus on the short run and longer runs… : ) 



General Theory

▪ The book took place in a milieu of depression. From the beginning of 1930,
Keynes has been much concerned with the employment crisis that affected
USA and Englad very badly.

Different interpetations:
o For J. R. Hicks (Nobel laureate in 1972): Income-expenditure model has been

developed by him
o For Axel Leijonhufvud (his book: On Keynesian Economics and the Economics of

Keynes) Keynes’ chief concern was a presentation of a macroeconomic
quantity adjustment model rather than an analysis of unemployment
equilibrium per se.

▪ He voiced this concern in several communiqués to President Roosevelt,
including a famous open letter to him in the New York Times.



General Theory

▪ What has Keynes adviced to Roosevelt?

Making vigorous use of fiscal policy (government tax and
expenditure policy) to supplement the market mechanism of
the private sector, which, in Keynes’s view, was failing to get at
the employment problem.

▪ Did Roosevelt listened him? Partially.

Keynes himself has raised questions concerning the adequacy
of neoclassical monetary theory in his Treatise on Money. His
colleagues were focusing upon the importance of
expenditures in aggregate output determination.



Works

✓ Indian Currency and Finance (1913) 

✓ Treatise on Probability (1921)

✓ The General Theory of Employment, Interest and
Money (1936)

(many works are already mentioned in the biography
part of this power point)



Keynes’s Reaction to the Classics

• Who are classics?

• What does Keynes think about the Say’s law?

• What does Keynes think the wage-rate 
adjustment mechanism? (money wage & real
wage)

• Unemployement

• Aggregate demand

• The investment multiplier



Keynes’ reaction to the Classics

• Who are classics FOR KEYNES ? (or classicals, both 
correct)

Answer:

Classical political economists + neoclassical economists

(From Smith, Ricardo to Marshall, Pigou etc.)  



What does Keynes think about Say’s 
law? 

• The Critique Of Orthodoxy (reaction to 
neoclassical economics)

No unemployment, no bankrupt in the long run 

Saving = investment at full employment?  

Keynes says: No

• The exceptionality of labor market 



Saving and Investment 

• The relation between S and I is not that
simple. S and I are related to interest rate (i).
But both of them are determined by a
complex host of factors in addition the
interest rate. So there is no guarantee that the
two would necessarly be equal at a level of
economic activity that produces full
employment.



• Keynes wanted to propose and alternative to
neoclassical economics. He is bothered by “the
idealized modal of classical macro theory”.

• The General Theory took aim at Say’s law in its
neoclassical version and especially at the thesis that
unemployment is merely a result of real wages that
are too high.

• Keynes wants to fallcify that the unemployment is
merely a result of real wages that are too high.



• So, employment is the result of what? 

• What does Keynes think about the wage-rate 
adjustment mechanism? (money wage & real wage) 

• Money illusion 

• Solution: unemployment could be efficiently attacked 
only by manipulating aggregate demand 



Consumption function 
• C=f (Y)

C= Consumption 
Y= aggregate income

• C is also related to other factors like price,
expectations, the utility of saving for future
consumption versus present consumption,
income expectations, institutions, mores and so
on.



The Simple Keynesian Model and Its 
Application



Revolutionary ideas

• There could be an equilibrium level of income
in an economy at less than full employment 

• Expectations (depend upon capricicous
psychological factors, that has direct effect on
income -consumption, saving etc-)





General Theory

▪ Here we should talk about a concept: investment
multiplier developped by Richard Kahn. Have discussed a
lot in Cambridge. Keynes mentions it in the preface of
General Theory.

▪ There was a pressure on Keynes and he wanted to
propose an alternative to neoclassical economics. He
started, in his theory, with reacting to the Classics. What
are classics?



The role of investment 

• Two sources of private expenditures were introduced:
consumption and investment.

• Investment demands are determined by a host of factors
besides the interest rate, including expected future
returns.

• We are talking here the marginal efficiency of capital
(which is actually INVESTMENT) which relates the cost of
investment capital to the expected returns over the life
of investment projects.



Unemployment 
• Classicals believes that demand for labor was equivalent to the marginal

productivity of labor and labor supply was an increasing function of
money wage.

• Keynes disagreed. …was an increasing function of real wage.

• For classicals, only voluntary and frictional unemployment exist. Certain
amounts of labor would voluntarily exempt themselves from labor force at
certain wage (money matters).

• He sad that workes could be involuntarily unemployed 

https://www.youtube.com/watch?v=rDZr4mv2PZE&ab_channel=BeingComme
rce



The role of money 

1° Holding money for transaction purposes.

2° Holding money to speculate in the bond 
market (speculative demand for money)



Why he prefers fiscal policy and not 
monetary policy? 

• Because of special forms of the speculative
demand for money and the investment
function, monetary policy was not predictable
useful.

• He prefers fiscal policy. 



When the rate of interest rises, the society saves more. So consumption decreases. 
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