Spend and Prosper; A Portrait of J.M. Keynes 

John Maynard Keynes is known as one of the most important figures in the entire history of economics. He transformed economics with his classic book, The General Theory of Employment, Interest and Money (1936). The book is known as one of the most influential social science treatise of the 20th Century, in that it rapidly and eternally changed the way the world looked at the economy and the role of government in society.  

John Neville Keynes was the son of the Cambridge economist and logician. John Maynard Keynes was placed in British elite institutions - Eton and then King's College Cambridge.  In 1906, he entered the British civil service for a little while, and then returned to Cambridge in 1909.  

Three enduring relationships were made during this time. First, Keynes would remain a fellow of King's College, Cambridge. Secondly, he became the editor of the Economic Journal in 1911, a position he held for almost all of his life. He also fell in with the "Bloomsbury group", a collection of upper-class Edwardian aesthetes such as Virginia Woolf, Clive Bell and Lytton Strachey, which would serve as his life outside of economics.    

After returning to Cambridge, Keynes published his Treatise on Probability (1921), where he took apart the classical theory of probability and launched what has since become known as the "logical-relationist" theory of probability. Keynes's work caused commotion, arousing the young Cantabrigian logician, Frank P. Ramsey, to outline his own subjective theory of probability. His first book on Indian currency (1913) was directly related to his experience at the India office.  

It was also in a 1923 newspaper article that he first proposed his normal backward theory of hedging and speculation. Throughout the 1920s, Keynes remained active in public policy debates, channeled mainly through his numerous articles in the Nation and Atheneum, a Liberal-Labour weekly magazine which he helped purchase in 1923 (it was absorbed by the New Statesman in 1931).  

In 1929, he wrote an election pamphlet with Hubert D. Henderson advocating the use of public works to reduce unemployment and condemning the Treasury's fear of "budget deficits".  In 1929, he also entered into a small debate with Bertil Ohlin and Jacques Rueff on German reparations problem. He also found time to marry the Russian ballerina, Lydia Lopokova in 1925.

In 1930, John Maynard Keynes brought out his heavy, two-volume Treatise on Money, which effectively set out his Wicksellian theory of the credit cycle.  In it, the rudiments of a liquidity preference theory of interest are laid out and Keynes believed it would be his magnum opus.  His bubble was soon pricked.  Friedrich von Hayek reviewed the Treatise so harshly that Keynes decided to set Sraffa to review (and condemn no less harshly) Heyek's own competing work.  The Keynes-Hayek conflict was but one battle in the Cambridge-L.S.E war. 

The Treatise also led to the formation of a reading group, known as the Circus, composed of the young Cambridge economists Richard Kahn, Joan Robinson, Austin Robinson James Meade and Piero Sraffa.  Kahn dutifully delivered reports of the Circus's discussions to Keynes, who subsequently began revising his ideas.  One resulting criticism of the Treatise was that it failed to provide a theory of the determination of output and employment as a whole -- a particular pertinent question given the huge amount of unemployment at the time.    

In early 1936, the new book finally came out with the pretentious title of The General Theory of Employment, Interest and Money   greatly anticipated, cheaply priced and favorably timed for a world caught in the grips of the Great Depression, the General Theory made a hit in both academic and political circles. 

The General Theory, as it became known, Keynes sought to develop a theory that could explain the determination of aggregate output - and as a consequence, employment. He posited that the determining factor to be aggregate demand. Among the revolutionary concepts initiated by Keynes was the concept of a demand-determined equilibrium where unemployment is possible, the ineffectiveness of price flexibility to cure unemployment, a unique theory of money based on liquidity preference, the introduction of radical uncertainty and expectations, the marginal efficiency of investment schedule breaking Say's Law (and thus reversing the savings-investment causation), the possibility of using government fiscal and monetary policy to help eliminate recessions and control economic booms.  Indeed, with this book, he almost single-handedly constructed the fundamental relationships and ideas behind what became known as macroeconomics.
