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Raising Keynes
A Twenty-First Century General Theory
Stephen A. Marglin

“Stephen Marglin’'s magnum opus makes a powerful case that we cannot
expect the economy to solve its own problems, and that instead economists
and policymakers need to put persistent unemployment at the center of their
thinking in order to both better understand the economy and to make a
stronger case for using fiscal and monetary policy to change it for the
better.”—Jason Furman, Harvard University, former Chairman of the U.S.
Council of Economic Advisers

John Maynard Keynes’s General Theory of Employment, Interest, and Money
was the most influential economic idea of the twentieth century. But, argues
Stephen Marglin, its radical implications were obscured by Keynes’s lack of
the mathematical tools necessary to argue convincingly that the problem
was the market itself, as distinct from myriad sources of friction around its
margins.

Marglin fills in the theoretical gaps, revealing the deeper meaning of the
General Theory. Drawing on eight decades of discussion and debate since
the General Theory was published, as well as on his own research, Marglin
substantiates Keynes’s intuition that there is no mechanism within a
capitalist economy that ensures full employment. Even if deregulating the
economy could make it more like the textbook ideal of perfect competition,
this would not address the problem that Keynes identified: the potential
inadequacy of aggregate demand.

Ordinary citizens have paid a steep price for the distortion of Keynes’s
message. Fiscal policy has been relegated to emergencies like the Great
Recession. Monetary policy has focused unduly on inflation. In both cases
the underlying rationale is the false premise that in the long run at least the
economy is self-regulating so that fiscal policy is unnecessary and inflation
beyond a modest two percent serves no useful purpose.

Fleshing out Keynes’s intuition that the problem is not the warts on the
body of capitalism but capitalism itself, Raising Keynes provides the
foundation for a twenty-first-century macroeconomics that can both
respond to crises and guide long-run policy.

Stephen A. Marglin is the Walter Barker Professor of Economics at Harvard
University. His books include The Dismal Science: How Thinking Like an
Economist Undermines Community and Growth, Distribution, and Prices. He
is a past Guggenheim Fellow and member of the Harvard Society of
Fellows.
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