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by William Z. Foster 

SOME WRONG NOTIONS 
ABOUT KEYNESISM 

Durinc THE past decade there has 
been a vast amount of discussion 
of the doctrines of the late Sir John 
Maynard Keynes, the noted British 
economist, both in bourgeois circles 
and in the ranks of the Communists 
in the U.S.S.R., Great Britain, Can- 
ada, and the United States. Indeed, 
rarely does an economic discussion 
take place nowadays without the 
name and ideas of Keynes playing 
a key role in it. Nevertheless, there 
are still prevalent many misconcep- 
tions and under-estimations of the 
very A.B.C. of Keynes’ doctrines, 
and of their significance as a whole. 
It is the purpose of this article to try 
to clarify a few of these wrong opin- 
ions, preliminary to analyzing the 
two main orientations within Keynes- 
ism, and to explain why Americans 
should especially concern themselves 
with the question of Keynesism. 

First, there is the current notion 
that Keynes, although manifestly an 
outstanding thinker, was just an- 
other bourgeois economist, with 
nothing particularly new or impor- 
tant to say. But this is a big mistake. 
Keynes does have something of sig- 
nificance in his ideas and every Marx- 

* A speech delivered to a group of students in 
New York, June 24, 1948. 

The Two Major Variants of Keynesism* 

ist should acquaint himself with 
them. The fact is, Keynes is the most 
important bourgeois economist since 
Adam Smith and Ricardo. Keynes’ 
main theoretical - practical accom- 
plishment was to undermine, in bour- 
geois-economic thinking Say’s so- 
called law of markets and its deriva- 
tive “equilibrium” theories. Of 
course, Marx and Engels had long 
before settled accounts most effec- 
tively with that absurdity. Sismondi 
and certain other bourgeois econo- 
mists of the early nineteenth century 
also denied the validity of Say’s 
“law”; but it was not till Keynes that 
academic economics (pushed by the 
general crisis of capitalism and the 
great economic crisis of 1929-33) 
broke loose from Say’s “law” of 
markets. 
According to Say’s “law,” the capi- 

talist economic system has automatic, 
self-adjusting powers or instrumen- 
talities. Thus, supply creates a corre- 
sponding demand, prices balance 
costs, imports balance exports, capi- 
tal investment automatically equals 
accumulation, etc. In effect, Say’s 
“law” gives the obvious implications 
that there are no inherent contradic- 
tions in capitalism, and that the 
whole “self-regulating” capitalist 
economy automatically develops in 
an upward spiral of progress. But 



46 POLITICAL AFFAIRS 

Keynes, in his major work, The Gen- 
eral Theory of Employment, Inter- 
est and Money, written during the 
great world economic crisis and pub- 
lished in 1936, pulled the props out 
from under Say’s comfortable theory. 
Noting the vast increase in the 

productive power of modern capi- 
talist industry in contrast to the lag- 
ging capitalist markets, together with 
the deepening cyclical crises and the 
spread of mass unemployment, 
Keynes arrived at the conclusion that 
there is a basic unbalance in the 
capitalist system‘and that this flaw 
gets worse and worse as capitalism 
matures. According to Keynes, this 
flaw originates in a growing tend- 
ency for the accumulation of capital 
(savings, he called it) to take place 
in such huge amounts that it can no 
longer find profitable investment, 
with the result that cyclical economic 
crises occur, producing increasing 
mass unemployment. And these eco- 
nomic breakdowns, Keynes pointed 
out, grow constantly more frequent, 
extensive, and severe. Far from the 
“self-regulating” harmonious devel- 
opment, as Say conceived them, the 
cyclical crises have become so devas- 
tating as to threaten the capitalist 
system. Keynes proposed to overcome 
this serious “flaw” of capitalism 
through state intervention in vari- 
ous forms, to stimulate capital in- 
vestment. Such investment, he be- 
lieved, would “fill the gap” between 
production and consumption, there- 
by keeping the industries in opera- 
tion and seriously weakening, if not 

completely overcoming, the growing 
danger of mass unemployment. Ob- 
viously, this theory, which has be- 
come widely accepted in capitalist 
circles, constituted a major develop- 
ment in bourgeois economics and 
made of Keynes anything but a rou- 
tine economist. 
A second widespread misconcep- 

tion of the nature of Keynes’ ideas 
is the common belief that Keynes’ 
objective was merely to alleviate the 
cyclical crisis to a greater or lesser 
degree. But Keynes set his sights 
upon a far more ambitious target. Al- 
though, of course, Keynes does not 
admit the Leninist concept of the 
general crisis of capitalism, his doc- 
trines have the ambitious aim of 
overcoming this crisis and of stabiliz- 
ing the capitalist system. That is, 
Keynes proposes to do away with the 
general crisis of capitalism by essen- 
tially eliminating the cyclical crises 
in the individual capitalist countries. 
With the cyclical crises abolished, 
according to Keynes, and with full 
employment achitved, there would 
be no basic economic urge for capi- 
talist countries to wage ruthless in- 
ternational competitive campaigns 
against each other, to grab for them- 
selves individually all possible mar- 
kets, supplies of raw materials, and 
peoples to exploit. Hence, the logical 
conclusion, which Keynesians pretty 

generally subscribe to, is that impe- 
rialism (in the limits of their under- 
standing of the term) would auto- 
matically die out, and so would war. 
Capitalism would thus become a 
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sound, viable, and progressive social 
system. Says Keynes on these larger 
aspects of his theory: 

But if nations can learn to provide 
themselves with full employment by 
their domestic policy (and, we must 
add, if they can attain equilibrium in 
the trend of their population), there 
need be no important economic forces 
calculated to set the interest of one 
country against its neighbors... 
there would no longer be a pressing 
motive why one country need force its 
wares on another or repulse the offer- 
ings of its neighbors.* 

Here is exposed the full meaning 
of Keynesism as an attempt to rescue 
the capitalist system from its deepen- 
ing general crisis; for if capitalism 
could overcome its cyclical crises, im- 
perialism and war, as Keynes sup- 
poses, obviously there would be no 
general capitalist crisis left. It is sig- 
nificant that the Keynesian panacea 
was born in the midst of the great 
international economic crisis of 1929- 
33, just when the world capitalists 
and their economists were so deeply 
alarmed as to the future of their 
cracking system. They wracked their 
brains to find a solution to their 
overwhelming problem. Keynes fur- 
nished the most plausible answer to 
their fears and prayers, and it is one 
that satisfies them. His is a scheme 
which allegedly can make capitalism 
well and strong. Keynes, therefore, 
is the major capitalist economic the- 
oretician of the period of imperial- 

*The General Theory of Employment, Inter- 
eit and Money, p. 382. 

ism, of the decline of capitalism. 
Marxists should not be surprised at 
this emergence of Keynesism as a 
new trend in bourgeois economics 
just at this time, for it is obvious that 
capitalism, although about to be over- 
whelmed by its inner contradictions, 
will nevertheless seek every possible 
way out of its predicament. Keynes- 
ism is capitalism’s economic answer 
to its own general crisis. 

A third prevalent error about 
Keynesism that Communists need be 
on guard against is the notion, more 
assumed than openly expressed, that 
Keynesism is pretty much a matter of 
abstract sectarian theorizing by book- 
ish bourgeois economists. This is en- 
tirely incorrect. Far from being the 
intellectual plaything of a few pro- 
fessors, Keynesism is very real in the 
everyday world of bourgeois eco- 
nomics and politics. Keynes, himself 
a member of the Board of the Bank 
of England, was the outstanding 
leader of his time in British economic 
thinking and policy-making. Actu- 
ally, his doctrines are widely ac- 
cepted, in one form or another, by 
capitalists and bourgeois economists 
in many capitalist lands. They repre- 
sent the major course of present-day 
capitalist economic theory and policy 
in the imperialist countries. The in- 
fluence of Keynes has become so far- 
reaching in capitalist economics that 
Keynesian policies are now being fol- 
lowed by industrial and_ political 
leaders who either have never heard 
of Keynes or, who, if they have, may 
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be even formally opposed to him. 
Their position is much like those 
many modern historians who, even 
being radically opposed to Socialism, 
nevertheless are deeply influenced by 
Marxist historical methodology. 
Keynes’ influence on bourgeois eco- 
nomics, by the same token, runs far 
beyond the specific acceptance of his 
direct proposals. 

Alvin Hansen, the leading Ameri- 
can Keynesian economist, points out 
that the major capitalist governments 
of today, including those of the 
United States, Great Britain, France, 
Canada, Australia, etc., are all basing 
their economic policies primarily 
upon Keynesian thinking.* The 
fascist governments of Germany, 
Japan, and Italy were also Keynesian 
in their economic outlook. Many 
warm admirers of Keynes, for ex- 
ample, Lawrence R. Klein**, claim 
that Keynes revolutionized bourgeois 
economics. But this is not true. 
Keynes, an enemy of Marxism and 
Socialism, defended capitalism in 
theory and practice. Keynes thus did 
not seek to overthrow the system of 
bourgeois economics, but to strength- 
en it. Although Keynes did not revo- 
lutionize bourgeois economic think- 
ing, he nevertheless gave it a new 
orientation, as is to be seen by the 
widespread acceptance of his ideas, 
either directly or indirectly, by capi- 
talist leaders. It is not too much to 
say that Keynesism, far from being 

* Economic Policy and Full Employment, 
(Chapter V, page 57, etc.) 

** The Keynesian Revolution, page vii. 
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a sectarian “ism,” constitutes the 
main-stream of modern capitalist 
economic thinking and policy-mak- 
ing. What were Keynesian economic 
novelties in bourgeois ranks a few 
years ago are now accepted as com- 
monplace truths, 

THE TWO VARIANTS 
OF KEYNESISM 

Another widespread error about 
Keynesism, akin to those in the fore- 
going paragraphs, assumes that 
Keynesians are exclusively liberals. 
This is by no means the case. Keynes, 
himself, a prominent British finan- 
cial leader, was a reactionary. The 
fact is that, to a greater or lesser 
extent, and in varying ways, almost 
all the groups and classes who sup- 
port capitalism, regardless of what 
may be their outlook otherwise, are 
supporters of the basic Keynesian 
principles. Thus, there are liberal 
Keynesians of the well-known Roose- 
velt-Wallace type; there are the Right 
Social-Democrats—examples, Dubin- 
sky, Reuther, et al, who have made 
Keynesian ideas the basis of their 
economic program; there are also the 
conservative trade unionists of the 
type of Green and Murray, who 
fundamentally have a Keynesian 
economic program; there are the re- 
actionaries of the National Associa- 
tion of Manufacturers stamp, who 
despite their incessant blather about 
“free enterprise,” are also deeply af- 
fected by Keynesian conceptions, and 
fascists, too, are notoriously Keynes 
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jans—the writings of Keynes were 
very popular among the Nazi econo- 
mists and financial leaders, Schacht 
being an especially ardent admirer 
of the noted British economist. The 
common thread that makes Keynes- 
ians of all these elements, of such 
widely differing class background, 
is that, as supporters of capitalism, 
they all accept, each group with its 
own special application, the main 
Keynesian thesis that the cultivation 
of capital investment by the state 
is indispensable in order to “bridge 
the gap” between the producing and 
buying power of the people under 
capitalism and thus to keep the in- 
dustries operating. 
Although, strictly speaking, there 

are many sub-varieties of Keynesism, 
as indicated above, due to the varying 
applications of Keynes’ theories and 
the different class composition of his 
devotees, nevertheless, Keynesians 
may roughly be grouped under two 
general heads, or variants. These 
may be designated the “reformist” 
or “petty-bourgeois” variant, and the 
“reactionary” or “big capitalist” vari- 
ant. These two variants differ from 
each other, in addition to the differ- 
ent class content of their supporters, 
by the specific means by which they 
aim to “close the gap” between pro- 
duction and distribution. 
The reformist, or petty-bourgeois, 

ideological variant of Keynesism, bet- 
ter known in the United States as 
the Roosevelt New Deal economic 
program, proposes to achieve full em- 
ployment and maximum industrial 
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operation by the help of government 
stimulation of capital investment 
through the initiation of public 
works—flood control, road building, 
soil conservation, reforestration, and 
other work-making devices. At the 
same time, it aims at strengthening 
the purchasing power of the masses 
through lower prices and higher 
wages, a more democratic distribu- 
tion of the tax burden, lower inter- 
est rates on the national debt, social 
security systems, national health 
plans, and certain curbs on monopoly 
capital. Toward the end of the 
Roosevelt period there was added 
the concept of government-regulated 
large-scale investment abroad, as ex- 
emplified in the Bretton Woods 
agreement. The main support for 
this reformist variant of Keynesism 
comes from large sections of the 
middle class, from almost the entire 
trade union bureaucracy, and from 
Right-wing Social-Democracy. Also, 
great masses of workers are affected 
by this variety of Keynesism. Few 
capitalists, however, support it. Gen- 
erally, reformist Keynesism has as 
its expressed goal the development 
of a “progressive capitalism,” as con- 
trasted to “reactionary capitalism.” 
The reactionary variant of Ameri- 

can Keynesism has the backing of 
the decisive big capitalists, ranging 
from conservatives to outright fas- 
cists. These capitalists, although sel- 
dom endorsing Keynesism openly 
(many of them even condemn 
Keynes), nevertheless pretty gen- 
erally accept in practice Keynes’ basic 
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thesis as the foundation of their eco- 
nomic policies. They realize quite 
well that, with the tremendous pro- 
ductive power of modern capitalist 
industry, there is a constant and im- 
minent danger of a paralyzing cycli- 
cal crisis of over-production. Hence, 
definitely with Keynesian concepts 
in mind, they seek to accomplish the 
investment of the dangerous surplus 
of capital by redoubling their im- 
perialist drive to conquer the world’s 
markets, and by pressing the govern- 
ment into making huge investments 
for a war economy program. The 
end goal of their policy is a huge 
fascist-like military regime at home 
and war abroad for the conquest of 
the world. 

Building a war economy in the 
United States has many economic 
and political advantages for the re- 
actionary capitalist Keynesians, as 
against the measures proposed by 
the reformist petty-bourgeois Key- 
nesians. Armament expenditures by 
the government are incomparably 
more favorable from a profit stand- 
point to the capitalists (especially as 
they lead to the final grand profit 
orgy of war) in contrast to the less 
profitable reformist program of pub- 
lic works and the strengthening of 
the workers’ buying power and so- 
cial security systems. Moreover, gi- 
gantic munitions orders can easily 
be secured under the cover of hys- 
terical war scares, and besides this, 
the resultant militarization greatly 
facilitates big capital’s drive toward 
fascism. Hence, the whole trend of 

the capitalists is to buttress their 
normally anemic industries by flood- 
ing them with munitions orders, 
Many economists, more conscious 
theoretically than the average busi- 
ness men, frankly evaluate the pres- 
ent war economy in the United 
States as a Keynesian stimulus to in- 
dustry. At the same time that the 
big capitalists readily agree to have 
the government spend many billions 
yearly for the war economy, they also 
fill the air with strident cries for 
government “economy.” It will be 
seen, however, that their ideas of 
economy in government sum up 
pretty much to reducing the outlay 
for all sorts of social services and to 
the securing of lower taxes for them- 
selves. 
The reformist and_ reactionary 

variants of Keynesism, despite the 
essentially different class content and 
policies of their supporters, are by 
no means separated from each other 
in airtight compartments. There is 
much overlapping between them. 
Thus, in the United States at the 
present time, many persons (Berle, 
Bowles, Henderson, et al) and vari- 
ous groups (A. F. of L., CLO, 
A.D.A,, etc.) who basically are sup- 
porters of the reformist variant of 
Keynesism, nevertheless are now giv- 
ing their support to the war economy 
and militant imperialist program of 
Big Business. Indeed, at the present 
time, the great bulk of the reformist 
Keynesians are in this dangerous 
position. This signifies that these re- 
formist elements, caught in the logic 
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of their support of capitalism gen- 
erally, have been sucked into the 
powerful vortex of big capital’s ag- 
gressive offensive to secure world 
control. The reactionary variant is 
the dominant aspect of Keynesism 
in the United States. 
Neither the reformist nor the re- 

ationary variant of Keynesism can 
solve the cyclical economic crisis, 
and, of course, not the general crisis 
of capitalism. This is because they 
do not abolish the basic weakness 
of capitalism, the fundamental con- 
tradiction between the social charac- 
tr of production and the private 
character of appropriation. Keynes- 
im, in both of its variants, deals 
only with superficial aspects of capi- 
talism, especially in the field of con- 
sumption. It has to do with effects, 
not with causes. While both variants 
of Keynesism, by artificially stimulat- 
ing production and mass purchasing 
power, through government invest- 
ment of capital, may temporarily 
delay the outbreak of a cyclical crisis, 
nevertheless, in the long run, they 
both lead to an intensification of the 
general crisis of the capitalist sys- 
tem. 
This fact is quite clear regarding 

the reactionary variant of Keynesism. 
The huge armaments program (cou- 
pled with its intensive drive to cap- 
ture world trade), by considerably 
expanding the market for commodi- 
ties of all kinds, undoubtedly tends 
to delay somewhat the outbreak of 
the cyclical crisis. It is primarily be- 
cause of a failure properly to evalu- 

ate the economic effect of these arma- 
ments appropriations (in a Key- 
nesian sense) that the tempo of the 
coming American economic crisis 
has been greatly exaggerated. But the 
armaments program can only post- 
pone the economic crisis in the way 
in which it is being done in the 
United States now, accompanied by 
increasing inflation and signs of eco- 
nomic slackening in various branches 
of industry. Eventually this imperi- 
alist war-economy policy, unless 
checked by broad mass peace pres- 
sure, must inevitably lead to war 
itself. And far from stabilizing capi- 
talism, modern war will more cer- 
tainly have a devastating effect gen- 
erally upon capitalism. War deepens 
the capitalist crisis in every respect. 
World War I ushered in the general 
crisis of capitalism and World War 
II, expressing the deepening of the 
general capitalist crisis, greatly in- 
tensified it. The two world wars 
resulted in the elimination of capi- 
talism in many countries, under- 
mined it gravely in many others, 
and were basically responsible for a 
large part of the world turning to 
the path of Socialism. And a World 
War III would very probably shat- 
ter the capitalist system altogether. 
The reformist variant of Keynes- 

ism, with its program of govern- 
ment-made jobs, social security, 
higher wages, health programs, etc., 
also may temporarily delay the out- 
break of the cyclical economic crisis 
and ease somewhat its effects on the 
workers when it breaks out. But 
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such policies cannot abolish the cycli- 
cal crisis itself, nor do away with 
mass unemployment, because they, 
as previously indicated, leave un- 
touched all the basic contradictions 
arising from the private ownership 
of the industries and the social char- 
acter of production. 
The futulity of the reformist Key- 

nesian recipe for the economic crisis 
was demonstrated during the Roose- 
velt regime. The New Deal policies 
were, in the main, an application of 
the reformist variant of Keynesism. 
Roosevelt, during seven years, sought 
systematically, by big government 
expenditures, totaling-about 35 bil- 
lion dollars, to revive lagging indus- 
try and to restore so-called prosper- 
ity. He also facilitated the growth 
of the trade unions and the estab- 
lishment of the beginnings of social 
insurance of various sorts. The work- 
ers, during the Roosevelt regime, 
fought militantly for these measures, 
which put them in a much better 
position to defend their standards 
of living. That the workers deeply 
appreciate these gains was dramati- 
cally illustrated by their strong en- 
dorsement of the New Deal pro- 
gram during the recent Presidential 
elections, even in the sheerly dema- 
gogic form in which it was put for- 
ward by President Truman. 
However, while the workers, dur- 

ing the New Deal period, were saved 
from actual starvation by govern- 
ment “pump-priming,” and while 
industry partially recovered in the 
middle 1930’s, the basic economic 

fact remains that Roosevelt could 
not overcome the Great Depression, 
Production stayed far below normal 
and there remained constantly a 
minimum of not less than 10,000,000 
unemployed. Pump-priming, or “the 
multiplier” as the Keynesians call 
it, could not restore the pre-crisis 
levels. It was only with the out 
break of World War II and the con- 
sequent development of a vast flood 
of munitions orders, that it was pos- 
sible for the industries again to go 
into boom production and to pro 
vide approximately full employment. 
Moreover, during the New Deal 
period the basic contradictions of 
capitalism, far from being weakened 
by Roosevelt’s Keynesian reforms, 
were actually intensified, as an exam- 
ination of the economic facts would 
evidence (the rapid growth of mo- 
nopolization and the heightened ex- 
ploitation of the workers). 
Fundamentally, while the Roose- 

velt New Deal policies, generally 
speaking, were progressive, in terms 
of facilitating the struggle of the 
working class in behalf of its imme- 
diate interests, those policies could 
not change the nature of capitalism 
as a system based on exploitation of 
wage labor by capital, and hence 
could not rid the system of its basic 
contradictions. As Stalin so cogently 
put it: 

If capitalism could adapt production, 
not to the acquisition of the maximum 
of profits, but to the systematic im 
provement of the material conditions 
of the mass of the people, if it could 

aoa eSGCaek aR Sb Re ete 

So wr Ref 2 wos Ss BS Cc 

i. 



$sion, 

mal 
ly a 

» call 
Crisis 

out- 
: con- 

5 pos- 
tO go 
/ pro 
ment. 

as of 
cened 
orms, 

vould 
fF mo- 

Roose- 
erally 
terms 
f the 
mme- 
could 
ralism 
ion of 
hence 
basic 

ently 

iction, 

imum 

ic im- 

Jitions 

TWO MAJOR VARIANTS OF KEYNESISM 53 

employ its profits, not in satisfying the 
whims of the parasitic classes, not in 
perfecting methods of exploitation, not 
in exporting capital, but in the sys- 
tematic improvement of the material 
conditions of the workers and peasants, 
then there would be no crisis. But then, 
also, capitalism would not be capital- 
ism. In order to abolish crises, capital- 
ism must be abolished.”* 

Besides being unable to overcome 
the cyclical crises of capitalism, there 
is the dangerous fact that reformist 
Keynesian illusions regarding a “pro- 
gressive,” crisis-less capitalism, can 
lead the masses to a defeat by, or a 
surrender to, the fascists and war- 
mongers of American imperialism. 
Indeed, as has been indicated above, 
already many reformist Keynesians 
are now in the trap of reactionary 
Big Business through their support 
of its war economy and imperialist 
expansionist program. 
Any real effort to eliminate the 

cyclical crisis and its attendant evils 
must involve an attack against the 
capitalist system as such. Any mass 
organization, whether a trade union 
or broad political party, if it is not 
to be overwhelmed physically and 
ideologically by Big Business, must 
inevitably, by determination of the 
logic of its general fight against eco- 
nomic chaos, fascism and war, come 
to the development of a strong fight- 
ing program providing for the na- 
tionalization of the banks and key 
industries with democratic controls, 
the break-up of semi-feudal planta- 

* Joseph Stalin, Leninism, Vol. II, p. 253. 

tion holdings in the South and the 
elimination of large-scale corpora- 
tion farming, the introduction of 
economic planning, the condition 
for which is the setting up of a Peo- 
ple’s Government in transition to 
Socialism, with the working class in 
the leadership. 
The masses must be made aware 

that there can no longer be any such 
thing as a “progressive capitalism,” 
that capitalism in its final stage of 
imperialism can only bring new 
hardships and disasters to the people, 
and that there can be no return to 
an expanding pre-monopoly capital- 
ism. But this does not mean that all 
who have illusions that the people 
can advance by working for a “pro- 
gressive capitalism,” are in their 
practical activity following a reac- 
tionary course. If they identify them- 
selves with reforms involving the 
curbing of the power of the monopo- 
lies, and support a program of united 
struggle of the people, led by the 
working class, to realize these im- 
mediate objectives then they are ob- 
jectively acting to promote progress 
despite their subjective outlook and 
illusions. 

So long as they support a struggle 
directed against the monopolies 
along these lines, the ideological dif- 
ferences, which must always be made 
clear by the Communists, should not 
make impossible the joint struggle 
for peace, democracy, and greater 
economic security. The masses, of 
course, will inevitably learn from 
these struggles the necessity for a 
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fundamental change. And it is our 
task to facilitate this development 
among the masses. What one or an- 
other bourgeois-liberal leader will 
do as the masses go over by necessity 
to the next and higher stage of the 
struggle will be determined by many 
factors which cannot be decided with 
precision in advance. But the basis 
for joint action lies in the people’s 
coalition program of action of today 
and should not be jeopardized on 
the basis of differences that may 
arise in the future, provided that the 
fundamental ideological distinctions 
between Marxism and bourgeois lib- 
eralism are kept clear. 

WHY AMERICAN COMMUNISTS 
SHOULD UNDERSTAND 
KEYNESISM 

Communists in every country 
should pay far more attention to 
Keynesism than is yet the case. For, 
obviously, when a theory is enjoy- 
ing such wide acceptance in capitalist 
circles under the pretext that it can 
cure the general crisis of capitalism, 
and when it has so profoundly af- 
fected all sections of capitalist eco- 
nomic and political thinking, then it 
certainly merits major analysis by 
Marxists - Leninists. Therefore, the 
studies of Keynesism that our Party 
has been making for the past 18 
months have a definite international 
value. But our Party, too, needs to dig 
into Keynesism more deeply than it 
has so far done. Below are several 
very important reasons why Ameri- 
can Communists should especially 

concern themselves with this subject 
and thoroughly understand it, both 
in its reactionary and reformist vari- 
ants and in all their implications, 

(a) The United States may well 
be called the birthplace of Keynes 
ism. Although it was Keynes, a Brit- 
ish economist, who theorized this 
new trend in bourgeois economics, 
nevertheless the practice of it, which 
preceded the theory, actually had its 
strongest and earliest impulse here 
in the United States. Already in the 
middle 1920’s, during the Republi- 
can “boom” period, numerous Amer- 
ican economists and _ industrialists, 
including Tugwell, Carver, Foster & 
Catchings, Henry Ford, and (believe 
it or not) Herbert Hoover, began 
to express alarm at the rapid expan- 
sion of production and the failure 
of the markets correspondingly to 
grow. They already sensed, and in 
some cases actually realized the need 
of strengthening the purchasing 
power of the masses and of the stim- 
ulation of industry’ by organized 
capital investment by the govern- 
ment. Many of the economists of 
this period looked to Hoover, then 
Secretary of Commerce, as a leading 
champion of bolstering industry by 
government expenditures. When the 
great crisis came in 1929, Hoover 
made a first essay in practical Key- 
nesism with his notorious “trickle 
down” plan. That is, he allocated 
billions in subsidies to the capitalists 
through the newly-organized Recon- 
struction Finance Corporation, on 
the assumption that the benefits 
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therefrom would eventually trickle 
down to the workers in the shape 
of additional employment. This plan 
failed dismally to relieve the crisis. 
It was not until the advent of Roose- 
velt in March, 1933, that public 
works and other characteristics of 
American Keynesian policies were 
applied on a large scale. The Key- 
nesian experiments of the British 
government during the crisis years, 
even under the Tory government, 
were also extensive. Roosevelt’s New 
Deal was a specifically American 
brand of government stimulation of 
capital investment. Keynes, who vis- 
ited Roosevelt in the White House, 
agreed with the general idea behind 
the New Deal’s cultivation of indus- 
try, but many of its specific features 
he disagreed with. Keynes’ role was 
not that he “invented” this new bour- 
geois orientation in economics, but 
that he theorized the already exten- 
sive practice and gave it more con- 
scious direction. 
(b) Another reason why Ameri- 

cans should study Keynesism is that, 
far more than any other country, the 
United States offers a fertile field 
for Keynesian policy. This is because 
in this country the gap between the 
expanding producing power of the 
industries and the lagging consum- 
ing power of the markets is much 
greater than anywhere else in the 
world. Here, the piling up of sur- 
plus capital (called “savings” by the 
Keynesians) is altogether unprece- 
dented, now reaching the fabulous 
figure of at least 25 billions per year. 

Consequently, the American econ- 
omy, more than that of any other 
land, is subject to devastating eco- 
nomic crises. This provides an im- 
perative challenge to the Keynesian 
economists, both of the reactionary 
and reformist varieties, to apply their 
supposed panaceas for the prevention 
and cure of these economic earth- 
quakes. At the present time, with 
most of the capitalist countries 
starved .for capital and with the 
United States saturated with sur- 
plus capital, this country provides 
the world’s testing ground for Key- 
nesism. 

(c) American Communists must 
also very carefully study the reac- 
tionary variant of Keynesism_be- 
cause this trend is dominant now 
in American bourgeois economics. 
The strong Keynesian content in 
United States government bi-partisan 
policies is obvious. The bourgeois 
economists and politicians writing 
these policies understand very well 
that while the Marshall Plan billions 
constitute a subsidy to European in- 
dustry, they are likewise a stimulant 
to the industries of this country. The 
economists, therefore, also definitely 
consider the present huge armaments 
outlays in the national budget as a 
real shot-in-the-arm for American 
industry. It is now a commonplace 
to find statements by prominent 
economists, pointing out that these 
huge foreign and domestic expendi- 
tures by the government are indis- 
pensable if an economic crisis in this 
country is to be either averted or 
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delayed. President Truman’s eco- 
nomic soothsayers are saturated with 
Keynesism. Thus, T. H. Keyserling, 
vice-chairman of President Truman’s 
Council of Economic Advisers, in 
explaining what his committee ad- 
vocates in order to “prevent” the 
threatened economic crisis, makes 
the following typical Keynesian 
statement: 

If full employment is maintained 
and productively improved, a large in- 
crease in consumer incomes will be 
needed in addition to high business in- 
vestment to avert a sharp recession and 
depression in the fifties unless still 
larger foreign and defense measures 
are undertaken. . . . The business out- 
look might be dampened by a decline 
in government-created demand for 
foreign aid and preparedness.”* 

Dr. E. G. Nourse, another of the 
President’s economic advisors, as re- 
ported by the Associated Press, stated 
on November 29, 1948: 

The economy is at a “critical point.” 
Except for enlarged defense program 
and foreign outlays, “deflationary influ- 
ences would be clearly evident by this 
time.” 

A Dewey administration would 
have had much the same Keynesian 
consciousness as Truman’s govern- 
ment in developing policies of for- 
eign “aid” and a huge armaments 
program at home. All the more so 
because, according to Joseph Alsop, 
Dewey consciously supports Key- 
nesian ideas, although such con- 

* New York Times, June 13, 1948. 

sciousness is unusual among Key- 
nesian-minded reactionaries. Says Al- 
sop in the Saturday Evening Post, 
October 16, 1948: 

The evidence even strongly suggests 
that the Dewey collective accepts Key- 
nesian economics, and will dictate new 
spending to prime the pump if the 
present inflationary boom turns into 
a bust. 

Economic Notes, November, 1948, 
published by the Labor Research 
Association, contains a whole series 
of statements by prominent business- 
men and economic publications, all 
to the effect that the present huge 
armaments expenditures by the gov- 
ernment are having a pronounced 
delaying effect upon the developing 
economic crisis. This Keynesian idea 
is now general in Big Business cir- 
cles. Barron’s, October 4 (quoted by 
Economic Notes), gives the keynote 
to this type of thinking, in the fol- 
lowing statement, “All fear of a 
business setback should now be re- 
moved by the revelation that a plan 
for military aid patterned on the 
E.C.A. program will be one of the 
first problems submitted to Congress 
next January.” 

(d) Fer Americans, in studying 
Keynesism, a further very special 
important consideration is to analyze 
the direct and powerful relationship 
that Keynesian thinking has upon 
the policies of American imperialism. 
Keynesism has given reactionaries a 
new and potent impulse to seek, by 
extreme imperialist policies, to secure 
all possible fields for capitalist invest- 
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ment. While under imperialism gen- 
erally the chief form of export is that 
of capital, with commodity export of 
secondary importance, today the 
pressures have increased for the 
largest scale export of commodities 
as well. In earlier periods, foreign 
investments were sought chiefly be- 
cause of the rich profits which they 
provided; but now, to this powerful 
impulse is added the further pressure 
that the imperialistic investors realize 
that they must make the largest pos- 
sible capital and commodity exports 
or else, they are sure, their home 
economy will collapse for want of 
markets. By the same token, the 
American Keynesian imperialists 
have all the stronger reasons for 
building up the huge armaments 
program with which to back up their 
intensified drive for foreign invest- 
ments and markets. 
Certain of the Keynesian econo- 

mists claim that their program mod- 
ifies or even liquidates imperialism; 
but the reverse is the case. Imperialist 
reactionaries who have a _ practical 
grasp of Keynes’ theory that the 
piled-up surplus of capital must be 
invested on pain of disaster to the 
capitalist system, are by this very fact 
made all the more determined and 
malignant in their imperialist poli- 
cies. Keynesism does not invalidate 
Lenin’s analysis of imperialism, but 
involuntarily emphasizes its funda- 
mental correctness. Keynesian con- 
ceptions in the minds of the capital- 
ists, while they, of course, do not 
create imperialism, greatly strengthen 

it and make its supporters more con- 
scious. These considerations are es- 
pecially vital regarding the United 
States, the greatest of all imperialist 
powers. The relation of Keynesian 
thinking to imperialism deserves a 
thoroughgoing analysis on our part. 

(ec) American Communists should 
also study carefully the reformist, as 
well as the reactionary variant of 
Keynesism. This is necessary, on the 
one hand, in order to understand the 
position of those Keynesians—lib- 
erals, trade union leaders, farmer 
leaders, etc——who, while in words 
supporting the Roosevelt line of rais- 
ing the purchasing power of the 
masses, nevertheless have allowed 
themselves to be sucked into the 
huge armaments and militant im- 
perialist program of Wall Street Big 
Business. And even more important, 
it is also necessary to understand 
that wing of the reformist Keynes- 
ians, the Wallaceites, who are so 
actively fighting against the war pol- 
icies of the bipartisan reactionaries. 
Only a Marxist evaluation of Key- 
nesian ideas in general will enable 
us to realize how to cooperate with 
the growing people’s coalition and 
also how to combat illusions regard- 
ing a so-called progressive capitalism. 

(f) A further consideration stress- 
ing the special importance of Key- 
nesism to American Communists is 
the fact that the labor movement in 
this country is largely following a 
Keynesian line in its economic poli- 
cies. The A. F. of L., the C.LO., the 
coal miners, the Railroad Brother- 
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hoods and various independent 
unions, all subscribe in varying de- 
gree to the Keynesian theory that 
the industries can be kept in full 
operation and furnish full employ- 
ment if the capitalist government 
will stimulate capital investment and 
systematically strengthen the pur- 
chasing power of the workers. If the 
trade unions in general can be said 
to have any definite social perspec- 
tive at all it is the Keynesian ob- 
jective which is described by Henry 
Wallace as “progressive capitalism.” 
In the C.I.O. the Keynesian trends 
are clearer and more pronounced 
than in the older A. F. of L. and in- 
dependent unions. All these trends 
should be carefully studied and 
analyzed by us. 
The rank and file of labor, the 

great mass of the workers, are also 
deeply saturated with the Keynesian 
(Rooseveltian) convictions that gov- 
ernment works programs and ex- 
tended systems of social security suf- 
fice to solve all their social problems 
and are a final guarantee against 
enforced idleness. Ours is not yet 
a class-conscious, socialist - minded 
working class, as is by and large 
the case in Europe. The workers 
here are still deeply affected with 
capitalistic illusions, and these are 
mostly of the peculiar Keynesian 
brand, which they absorbed chiefly 
during the Roosevelt regime. Our 
workers, nevertheless, are definitely 
on the advance ideologically. The 
fact, however, that they now realize 
that only by political action, by di- 

rect government stimulation of in- 
dustry, can they have a reasonable 
assurance of jobs, represents objec- 
tively a step forward from their 
former reliance simply upon the 
automatic operation of the capitalist 
system to furnish them work. All 
this, however confusedly, indicates 
the beginnings of the politicalization 
of the workers, a first important 
stride along the route of political 
struggle, the final end of which is 
Socialism. Whoever wants to under- 
stand the ideology of the American 
working class, therefore, must un- 
derstand Keynesism. Left and pro- 
gressive trade-union leaders should 
especially acquaint themselves with 
this whole subject. We need articles, 
too, on this entire aspect of Keynes- 
ism. 

(g) We American Communists 
must, above all, understand Keynes- 
ism because it constitutes a head-on 
challenge to Marxism - Leninism. 
Whether in its reactionary variant, 
which leads directly toward fascism 
and war, or in its reformist variant, 
which cultivates dangerous illusions 
about the possibility of transforming 
the present social system into one of 
“progressive capitalism,” and which 
largely tends to surrender to the war- 
makers, Keynesism is a direct at- 
tack upon Marxism-Leninism and its 
goal of Socialism. Nor can it be de- 
nied that the Keynesians, particu- 
larly during the Roosevelt regime, 
have scored substantial ideological 
successes. The Social-Democrats, lost 
in visions of “progressive capitalism” 
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(type, Dubinsky, Reuther), never 
even mention Socialism any more. 
The liberals have lost their old-time 
“laissez faire” attitudes and are now 
ardent supporters of Keynesian polli- 
cies for government make-work 
schemes. The Negro masses have 
also been penetrated to some extent 
by various Keynesian illusions. And 
we have seen to our cost that Earl 
Browder became a Roosevelt Key- 
nesian and actually wanted us to 
sll our Marxist-Leninist birthright 
for a mess of “progressive capitalism” 
pottage. And some try to prove that 
Keynesism constitutes an addition, 
and an improvement, to a “some- 
what outmoded Marxism.” 

If we have to acknowledge the 
fact that there is now far less ad- 

vocacy of Socialism being carried on 
in the trade unions of this country 
than there was a generation ago, this 
is very largely to be ascribed to the 
tremendous growth of Keynesian il- 
lusions in the labor movement dur- 
ing the Roosevelt regime. Em- 
boldened by these successes, the con- 
scious followers of Keynes declare 
that their masters’ ideas have ren- 
dered Marxism and Socialism obso- 
lete. The Keynesians are would-be 
saviors of the capitalist system, and 
we Communists must resolutely take 
up the challenge thrown by them to 
us. But we can do this effectively 
only if we understand Keynesism 
thoroughly, in all its ramifications 
and implications. 

“Marxism is the scientific expression of the fundamental interests 
of the working class. If Marxism is to be destroyed, the working class 
must be destroyed. And it is impossible to destroy the working class. 
More than eighty years ago have passed since Marxism came into the 
arena. During this time scores and hundreds of bourgeois governments 
have tried to destroy Marxism. But what has been the upshot? Bour- 
geois governments have come and gone, but Marxism still goes on.” 

Joseph Stalin, Leninism: Selected Writings, p. 359. 


