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THE MOST INFLUENTIAL ECONOMIC TREATISE OF THE 20TH CENTURY, FIRST
EDITION IN THE SCARCE ORIGINAL DUST JACKET

First edition of Keynes' last major work, considered the most influential economic treatise of the
20th century, rarely found in the original dust jacket.

Keynes' General Theory ranks with Smith's Wealth of Nations as an intellectual event and with
Malthus' Essay on Population as a guide for public policy. "The world-wide slump after 1929
prompted Keynes to attempt an explanation of, and new methods for controlling, the vagaries of
the trade-cycle. First in A Treatise on Money, 1930, and later in his General Theory, he subjected
the definitions and theories of the classical school of economics to a penetrating scrutiny and
found them seriously inadequate and inaccurate" (PMM 423). Small sun drawn on rear panel of
dust jacket.

KEYNES, John Maynard. The General Theory of Employment, Interest and Money. London:
Macmillan, 1936. Octavo, original blue-green cloth, original dust jacket. Housed in a custom
clamshell box.

Book near-fine, with interior fine, only mild toning to spine, and slightest rubbing to head of
spine. Unrestored dust jacket far nicer than usually found, with slightest soiling and light wear
and toning to extremities including small split to front joint. A most desirable copy.

Introduction

"The General Theory of Employment, Interest and Money" was published in 1936 during one of
the most tumultuous economic periods in modern history. John Maynard Keynes developed this
groundbreaking work in response to the Great Depression, which had devastated economies
worldwide since 1929. By the time of publication, unemployment had reached catastrophic
levels—25% in the United States and as high as 33% in some countries[2][7]. The economic
orthodoxy of the time, which Keynes termed "classical economics," had proven inadequate in
explaining or addressing this unprecedented crisis.

Keynes was motivated to write this book by his growing conviction that the prevailing economic
theories were fundamentally flawed. In a letter to George Bernard Shaw on New Year's Day,
1935, he boldly claimed: "I believe myself to be writing a book on economic theory which will
largely revolutionize —not I suppose, at once but in the course of the next ten years — the way the
world thinks about its economic problems"[7]. This confidence was not misplaced, as the book
would indeed transform economic thought.

The cultural and political climate surrounding the book's publication was characterized by
widespread disillusionment with free-market capitalism and growing interest in alternative
economic systems. The Soviet Union's planned economy appeared to some as a viable
alternative, while fascist regimes in Italy and Germany were implementing their own forms of
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economic control. In democratic nations, there was increasing pressure for governments to take a
more active role in managing their economies. Keynes's work emerged from this context,
offering a theoretical framework that justified government intervention while preserving the
fundamental structures of capitalism.

The Author

John Maynard Keynes was born on June 5, 1883, in Cambridge, England, into an upper-middle-
class family with strong academic ties. His father, John Neville Keynes, was an economist and
lecturer at the University of Cambridge, while his mother, Florence Ada Keynes, was a social
reformer[10]. This intellectual environment profoundly shaped Keynes's development, providing
him with both the educational opportunities and the social connections that would facilitate his
later success.

After receiving his early education at St. Faith's preparatory school, where he excelled in
mathematics, Keynes attended Eton College from 1897 to 1902 and then King's College,
Cambridge, where he earned a B.A. in mathematics in 1905[3]. At Cambridge, he was
influenced by economist Alfred Marshall, who encouraged him to shift his focus from
mathematics to economics. It was also at Cambridge that Keynes became associated with the
Bloomsbury Group, a circle of intellectuals and artists that included figures like Virginia Woolf
and Lytton Strachey[3].

Keynes's professional career began in 1906 when he joined the India Office as a civil servant. By
1909, he had returned to Cambridge as a lecturer and became a fellow of King's College. He also
began publishing in professional economics journals and became editor of "The Economic
Journal" in 1911[10]. During World War I, Keynes served in the British Treasury, where he
gained practical experience in economic management at the highest levels. His performance in
this role was exceptional, demonstrating both technical expertise and bold decision-making[10].

Following the war, Keynes represented the Treasury at the Versailles peace conference in 1919.
His disagreement with the harsh economic terms imposed on Germany led him to resign and
publish "The Economic Consequences of the Peace," a scathing critique that established his
reputation as a public intellectual[3]. Throughout the 1920s, Keynes continued to write on
economic matters, publishing works such as "A Tract on Monetary Reform" (1923) and "A
Treatise on Money" (1930)[3].

The Great Depression prompted Keynes to develop the revolutionary ideas that would appear in
"The General Theory." After its publication in 1936, he remained active in economic policy,
advising the British government during World War II and playing a crucial role in the 1944
Bretton Woods conference that established the post-war international monetary system[10].
Keynes was appointed to the House of Lords in 1942 as Baron Keynes of Tilton. He died on
April 21, 1946, at the age of 62, having fundamentally transformed economic theory and
policy[3][10].



Why this is a Canonical Book

"The General Theory of Employment, Interest and Money" stands as a canonical work for
several compelling reasons. First and foremost, it revolutionized economic theory by challenging
the prevailing classical paradigm that had dominated economic thought since the days of
Ricardo. Keynes demonstrated that the classical theory was merely a "special case" applicable to
specific historical conditions, rather than a universal truth[10]. By doing so, he opened the door
to a more nuanced understanding of economic systems and their operation.

The book's most significant contribution was its rejection of Say's Law—the notion that "supply
creates its own demand"—which had been a cornerstone of classical economics[1][7]. Keynes
argued that this principle failed to account for the possibility of persistent unemployment and
economic stagnation. Instead, he proposed that employment levels are determined not by wage
rates but by aggregate demand, introducing concepts such as the consumption function, liquidity

preference, and the multiplier effect that remain fundamental to macroeconomic analysis
today[7].

For American governance and economics, "The General Theory" provided the intellectual
foundation for a more active role of government in managing the economy. Its influence can be
seen in the expansion of fiscal policy as a tool for economic stabilization, which became a
hallmark of post-war economic management in the United States. The Employment Act of 1946,
which committed the federal government to promoting "maximum employment, production, and
purchasing power," reflected Keynesian principles and marked a significant shift in American
economic governance.

The book's impact extended beyond academia into practical policy-making. Keynes's ideas
informed the development of countercyclical fiscal policies, deficit spending during recessions,
and the creation of automatic stabilizers in the American economy. These approaches helped to
moderate economic fluctuations and contributed to the unprecedented prosperity of the post-war
period.

However, "The General Theory" has also provoked significant adverse reactions from those who
view its prescriptions as antagonistic to American values of limited government and free
markets. Critics argue that Keynesian policies expand state power at the expense of individual
liberty and market efficiency. This tension between Keynesian interventionism and classical
liberalism has shaped American economic debates for decades, making the book essential
reading for understanding these competing visions.

In sum, "The General Theory" qualifies as a canonical work because it fundamentally altered
how we understand economic systems, provided theoretical justification for significant changes
in American governance, and continues to provoke vital debates about the proper relationship
between the state and the market in a free society.



Five Timeless Quotes

1. "The ideas of economists and political philosophers, both when they are right and when
they are wrong, are more powerful than is commonly understood. Indeed the world is
ruled by little else. Practical men, who believe themselves to be quite exempt from any
intellectual influences, are usually the slaves of some defunct economist.”

This quote underscores the profound influence of economic ideas on practical policy-making and
public discourse. Even those who claim to be pragmatists, focused solely on "what works," are
often unconsciously applying theories developed by economists of previous generations. In our
current era, we can observe this phenomenon in debates over inflation, government spending,
and monetary policy, where competing economic frameworks shape not just technical
discussions among experts but broader political narratives. The quote reminds us that economic
theory is never merely academic but has real-world consequences that affect millions of lives.

2. "If we consistently act on the optimistic hypothesis, this hypothesis will tend to be
realised; whilst by acting on the pessimistic hypothesis we can keep ourselves for ever in
the pit of want."[6]

This insight captures Keynes's understanding of the psychological dimensions of economic
behavior, particularly the role of expectations in shaping outcomes. It highlights the potential for
self-fulfilling prophecies in economic systems—when consumers, businesses, and policymakers
expect growth, they act in ways that promote it; conversely, pessimism can perpetuate economic
downturns. In today's context, this quote speaks to the importance of maintaining confidence
during economic challenges, whether through clear communication from central banks, strategic
government intervention, or responsible media coverage of economic conditions.

3. "The outstanding faults of the economic society in which we live are its failure to provide
for full employment and its arbitrary and inequitable distribution of wealth and incomes."

This statement identifies what Keynes saw as the two fundamental flaws in unregulated
capitalism: persistent unemployment and excessive inequality. These issues remain central to
contemporary economic debates. The COVID-19 pandemic and its aftermath have highlighted
both the vulnerability of employment in market economies and the disparities in how economic
shocks affect different segments of society. Keynes's diagnosis continues to challenge
policymakers to address these systemic problems while preserving the dynamism and innovation
that market economies foster.

4. "It is not sufficient that the state of affairs which we seek to promote should be better
than the state of affairs which preceded it; it must be sufficiently better to make up for the
evils of transition."[6]

This quote reflects Keynes's pragmatic approach to economic reform, acknowledging that change
inevitably involves costs and disruptions. It cautions against pursuing idealistic policies without

5



carefully weighing their transitional impacts. In our current context of rapid technological
change, environmental challenges, and economic restructuring, this wisdom is particularly
relevant. Policymakers must consider not just the theoretical merits of their proposals but also
the practical consequences for those who might be displaced or disadvantaged during periods of
transition.

5. "The difficulty lies, not in the new ideas, but in escaping from the old ones, which
ramity, for those brought up as most of us have been, into every corner of our minds."

This observation speaks to the challenge of paradigm shifts in economic thinking—and indeed in
any field of knowledge. Established ideas become deeply embedded in our mental frameworks,
making it difficult to perceive alternatives even when evidence contradicts our assumptions. In
today's complex economic environment, where traditional models struggle to account for
phenomena like zero or negative interest rates, digital currencies, or the economics of
information, Keynes's reminder of the need for intellectual flexibility remains profoundly
relevant.

Five Major Ideas

1. The Principle of Effective Demand

At the heart of Keynes's theory is the concept of effective demand—the total spending in the
economy from all sectors (consumers, businesses, government, and foreign buyers). Keynes
argued that employment levels are determined by the level of effective demand rather than by
wage rates[7]. When aggregate demand is insufficient, the economy contracts until equilibrium is
achieved, potentially at a level far below full employment. This insight directly challenged the
classical notion that markets naturally tend toward full employment.

The principle of effective demand remains fundamental to understanding economic downturns.
During recessions, when private sector spending falls, Keynes's theory suggests that government
can step in to maintain aggregate demand through increased expenditure or tax reductions. This
approach formed the basis for countercyclical fiscal policy, which has become a standard tool of
economic management in most advanced economies.

2. Liquidity Preference Theory of Interest

Keynes developed a novel theory of interest rates based on liquidity preference—the desire to
hold cash rather than other assets. He identified three motives for holding money: the
transactions motive (for everyday purchases), the precautionary motive (for unexpected needs),
and the speculative motive (to take advantage of future changes in interest rates)[7]. According
to Keynes, the interest rate is determined by the supply of money and the demand for money
(liquidity preference), rather than by saving and investment as classical economists had argued.



This theory helps explain why monetary policy sometimes proves ineffective during severe
recessions—a phenomenon Keynes called the "liquidity trap." When interest rates are already
very low and economic confidence is severely depressed, increasing the money supply may not
stimulate investment because people prefer to hold cash. This insight has informed central bank
policies following the 2008 financial crisis and during the COVID-19 pandemic, when
unconventional monetary measures became necessary.

3. The Consumption Function and the Multiplier Effect

Keynes introduced the consumption function—the relationship between income and
consumption—arguing that consumption increases with income but not by as much as income
increases[7]. This creates a gap between income and consumption that must be filled by
investment to maintain full employment. When this gap isn't filled, income and employment fall.

Related to this is the multiplier effect, which describes how an initial increase in spending (such
as government investment) generates a larger final increase in national income. This occurs
because the recipients of the initial spending will themselves spend a portion of what they
receive, creating additional income for others, who will in turn spend some of their new income,
and so on[7]. The multiplier concept provides the theoretical justification for fiscal stimulus
during economic downturns and has informed policy responses to recessions throughout the
post-war period.

4. Uncertainty and Animal Spirits

Keynes emphasized the role of uncertainty in economic decision-making, particularly regarding
investment. Unlike risk, which can be quantified and managed through probability calculations,
true uncertainty involves events whose likelihood cannot be measured. In such conditions,
investors rely on what Keynes called "animal spirits"—a spontancous urge to action rather than
inaction, not based on a mathematical calculation of expected benefits[4].

This insight highlights the psychological aspects of economic behavior and helps explain the
volatility of investment and financial markets. It suggests that economic outcomes depend not
just on objective conditions but on subjective perceptions and confidence. Modern behavioral
economics has built upon this foundation, exploring how psychological factors influence
economic decisions and market outcomes.

5. The Socialization of Investment

While Keynes defended the essential features of capitalism, he advocated for what he called a
"somewhat comprehensive socialization of investment"—not as state ownership of the means of
production, but as public direction of the overall volume of investment to ensure it reaches the
level needed for full employment. He believed this was compatible with traditional liberal values
of efficiency and individual freedom.



This idea has influenced the development of mixed economies, where governments play an
active role in directing investment through public works, infrastructure projects, research
funding, and industrial policy. It represents a middle path between laissez-faire capitalism and
centrally planned socialism, seeking to preserve the dynamism of markets while addressing their
tendency toward instability and underemployment.

Three Major Controversies

1. Government Intervention versus Free Markets

Perhaps the most enduring controversy stemming from "The General Theory" concerns the
proper role of government in economic management. Keynes challenged the classical liberal
belief in the self-regulating nature of markets, arguing that government intervention is necessary
to maintain full employment and economic stability[2]. This position has been vigorously
contested by advocates of free-market economics, most notably by Milton Friedman and the
Chicago School.

Critics argue that Keynesian policies expand government power at the expense of individual
liberty and market efficiency. They contend that government spending crowds out private
investment, that deficit financing leads to inflation or unsustainable debt, and that political
factors distort the implementation of Keynesian prescriptions[8]. The debate between Keynesian
interventionism and free-market approaches has shaped American economic policy debates for
decades, with periods of ascendancy for each perspective.

This controversy reflects deeper tensions in American political culture between values of
collective welfare and individual freedom, between pragmatic problem-solving and principled
limitations on government power. It continues to animate contemporary debates over fiscal
policy, regulation, and the appropriate response to economic crises.

2. Public Choice Critique and the Benevolent Dictator Assumption

A significant critique of Keynesian economics emerged from public choice theory, which applies
economic analysis to political decision-making. Milton Friedman argued that Keynes's political
legacy was harmful because it assumed a "public interest" concept of government and a
"benevolent dictatorship" model where "all will be well in society if only good men are in
power"[8].

Public choice theorists contend that Keynes failed to account for the self-interest of political
actors, who may use Keynesian justifications for intervention to serve their own ends rather than
the public good. They argue that politicians have incentives to expand spending but resist tax
increases, leading to structural deficits rather than the countercyclical policies Keynes advocated.



This controversy highlights the gap between economic theory and political reality, raising
questions about the practical implementation of Keynesian ideas in democratic systems. It
challenges the technocratic vision implicit in much of Keynesian thought and emphasizes the
importance of institutional constraints on government action.

3. Inflation and the Long-Term Consequences of Deficit Spending

Keynes famously remarked that "in the long run we are all dead," emphasizing the need to
address immediate economic problems rather than waiting for markets to adjust. Critics have
seized on this statement as evidence of a short-term bias in Keynesian thinking, arguing that
policies designed to stimulate demand in the short run can have harmful long-term consequences,
particularly regarding inflation and public debt.

The stagflation of the 1970s—combining high unemployment with high inflation—posed a
serious challenge to Keynesian orthodoxy, which had difficulty explaining this phenomenon
within its theoretical framework. Critics argued that expansionary fiscal and monetary policies
had created inflationary pressures without solving unemployment problems, vindicating their
concerns about the long-term effects of Keynesian prescriptions.

This controversy continues to influence debates over fiscal responsibility, central bank
independence, and the appropriate balance between short-term stabilization and long-term
economic health. Recent concerns about inflation following massive fiscal and monetary
responses to the COVID-19 pandemic have revived these debates, with some warning about the
potential costs of Keynesian-inspired policies while others emphasize the dangers of premature
austerity.

In Closing

'

Civic-minded Americans should read "The General Theory of Employment, Interest and Money'
because it provides essential insights into the functioning of modern economies and the complex
relationship between markets and government. Regardless of one's political orientation,
understanding Keynes's arguments is crucial for engaging meaningfully with contemporary
economic debates that shape our collective future.

The book offers a sophisticated framework for analyzing economic problems that continue to
challenge our society—unemployment, inequality, financial instability, and the limits of
monetary policy. By grappling with Keynes's ideas, readers can develop a more nuanced
understanding of these issues beyond simplistic ideological positions.

For those who lean toward greater government intervention in the economy, "The General
Theory" provides the intellectual foundation for such approaches, articulating both their
theoretical justification and practical implementation. For those who favor free markets and



limited government, engaging with Keynes's arguments is essential for developing effective
counterarguments and understanding the perspective they seek to refute.

Moreover, the book exemplifies rigorous economic thinking that combines theoretical depth with
practical relevance. In an era of polarized discourse and superficial analysis, Keynes's careful
reasoning and willingness to challenge orthodoxy offer a model of intellectual engagement
worthy of emulation.

Finally, as Americans navigate the economic challenges of the 21st century—from pandemic
recovery to technological disruption, climate change, and global competition—the fundamental
questions Keynes addressed about how to ensure prosperity and stability in market economies
remain vitally important. His insights, even when contested, continue to inform our collective
efforts to build an economy that serves human flourishing and democratic values.

In reading "The General Theory," civic-minded Americans participate in an ongoing
conversation about how to balance freedom and security, individual initiative and collective
welfare, present needs and future sustainability—questions that lie at the heart of our democratic
experiment and our shared economic life.
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