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Abstract: This article describes the connections between globalization and Keynesianism.
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The emergence of the phenomenon of Keynesianism was determined by both the social and historical context after the first World War, as well as by the new problems the science of economics had to face. The Peace from 1918 was followed by a recovering of the war-devastated economy and also by the extending of the international economic relationships. However, soon followed the profound economic crisis of 1929-1933, accompanied by unemployment, inflation and social conflicts, which proved the shortcomings of classic and neoclassic liberal doctrines. The facts denied a good deal of the theories of these doctrines, especially the economic liberalism dogma, according to which the market economy regulates itself through the free game of demand and supply. 

The assertions of the neoclassic doctrinaires about spontaneous economic equilibrium and passenger inflation, unemployment and economic crises are contradicted by realities.  


John Maynard Keynes (1883-1946) elaborated a new theory as a reaction to classicism and neoclassicism, which is seen by the economists P.A. Samuelson and D.W. Nordhaus as “Keynesian revolution” (Samuelson and Nordhaus, 2000). Keynes’ economic theory has undergone two distinct stages. The first includes his works between 1913 and 1930, where he follows the neoclassic line, appropriating its statistic microanalysis. The second stage is crucial for Keynes’ work, and its fundamental book  is “The General Theory of Employment, Interest and Money” (1936), where he carries on a critical examination of economic liberalism and, in parallel, he formulates a comprehensive theory about the contemporary market economy, highlighting the economic macro analysis. 

According to the postulates of classic and neoclassic theory, the unemployment is only voluntary in nature. This comes form the fact that the workers refuse to work when the payment is less than the volume of the labor they do. After investigating the facts, Keynes demonstrates that liberal postulates are true solely for the  particular situation of the ‘voluntary unemployment’, but they cannot explain the general status of the ‘involuntary unemployment’, when people want to labor and search for work, but they do not find. The extensive explanation of the nature of the ‘involuntary unemployment’ lies in the way the market economy functions, a way which generates a retard of the solvable demand as to the growth of supply, with adverse consequences over the use of the factors of production, including the human resources. 

About the neoclassic thesis of the ‘voluntary unemployment’, according to which the level of employment is in reversed proportion to the level of payment, Keynes specifies that “more labor than is at present employed is usually available at the existing money-wage, even though the price of wage-goods is rising and, consequently, the real wage falling” (Keynes, 1970, pp.41-47). 

Keynes’ originality lies in the approach of the under-employment in the context of a general disequilibrium, inside the market economy, between demand and supply, a fact that the neo-liberal economy does not admit. 

From a macro-economic approach of these processes, Keynes reveals other errors of the classics and neo-classics, such as: the assumption of self-adjustment of the created costs and expenditures; the hypothesis of complete and automatic conversion of savings into investments. According to Say’s law, “the supply creates demand, the balance between demand and supply automatically adjust itself, and crises and unemployment are excluded”(Moldovan, 2003, pp.152-153). The English economist considers this as wrong, saying that the economic balance is not automatic, because not all the economies are invested. He argues that in the real economy, the global consumption and investments are below the national income. This disequilibrium of the market economy is also the main reason for the ‘involuntary unemployment’, giving the fact that in the capitalist society there are no mechanisms to grant the full employment of the labor capacity. 

The English economist explains these economic imbalances through the action of three psychological laws:

i) the law of consumption-orientation, seen as the fundamental psychological law, is defined as follows: “men are disposed, as a rule and on the average, to increase their consumption as their income increases, but not by as much as the increase in their income” (Keynes, 1970, p.64). People tend to save some of their  income, from various reasons. Thus, they slow down the dynamics of demand in relation with the dynamics of supply, which is rather bigger. 
ii) the law of propensity to consume. The decisive part in economic efficiency, in Keynes’ vision, goes to investments. Investments determine the volume of employment, only where and when the investors can see a satisfactory profit. Otherwise, they choose another place to invest their money, for instance, the bank, which gives them a safe interest. This will influence negatively the existent employment, generating unemployment and delays of the balance between supply and demand. 
iii) the law of propensity to cash expresses the human inclination towards saving their money as cash, in a bank, as bonds or shares, if the resulted profits are higher than the productive investments.
Instability, unemployment, crises were seen by the English economist as characteristics of the capitalist economy. He realized that all these disturbing phenomena were the result of uncontrolled action, especially deriving from the philosophical laws, and the consequence is that they cannot be spontaneously eliminated, only by means of free-concurrence policy.  
Criticizing the free trade policy, and the ‘orthodox’ economic theories in general, Keynes sustains, on one hand,  the limited intervention of the state in economy – called “interventionism” – to adjust the inequities generated by the psychological laws, and, on the other hand, by measures which stimulate the proclivities to investment and consumption, with the general aim of stimulating productivity and full employment  (Keynes, 1970, pp.380-381).  In order to stimulate investments, he suggests the increase of public investments, especially for production, to create an equilibrium between investments and savings. 
In order to stimulate consumption and to dissuade the sterile saving, the English economist advocates for the cut-down of real wages, stimulation of state consumption and re-distribution of income by introduction of progressive income taxes, which will reduce the income of the rich. He also takes into account a social assistance system, of public services that would increase the income of the poor. 
Some of the contemporary specialists in economics (P. A. Samuelson, W. D. Nordhaus), as well as some exegetes of the history of economic doctrines (R. Duhem, M. Blaug) see J. M. Keynes as a “giant of the economic science”. 

Among the notable merits of the Keynesian economic doctrine must be mentioned:

- he acknowledged that instability and disequilibrium are not chance and meaningless phenomena, but precisely the way in which the market economy of his times functions; 
- he understood that action to prevent the above mentioned features can and must be taken especially at macro-economic level;
- he justified his criticism of the inefficiency of the economic liberalism;

- applied, his “interventionist” economic policy had satisfactory short-term results, bringing contribution to cut-down unemployment, to temper the economic crises, to economic stimulation;
- the progressive income taxes resulted in a balanced distribution of revenue;

- his perspective of the intervention of the state in economy by means of economic mechanisms separates Keynes from economic liberalism and opposes him to the totalitarian Marxism. 
The limitations of Keynesianism include:

- credits cut-down by means of expanding the amount of cash flow opened the gates for inflation. The substantial raise of public expenditures was followed by augmentation of  budget deficit in the developed countries;
- lowering the rata of interest to stimulate private investments by financial means resulted in capital migration over national borders;

- overestimation of the psychological factor in the good functioning of the market economy and neglecting the structural causes of economic disequilibrium;

- overestimation of the quantitative aspect of certain economic factors, thus minimizing their quality (eg – the theory of money quantity). 
The cutting off from Keynesianism


If the after-war period, up until 1970, was characterized by  an increasing audience for Keynesianism, because the theory was stimulating for the reconstruction and economic development of the developed countries, towards the end of the ‘70s  (because of some economic dysfunctions, as the impossibility to stop the inflation using Keynes’ policies) many economists cut themselves off Keynesianism.

A personal opinion is that the cut-off from Keynesianism was made in two plans, according to distinct principles: the powerful come-back of the economic neo-liberalism, with various variants; the continuation and critical renewal of Keynesianism with neo-Keynesianism and post-Keynesianism. 

Neo-Keynesianism is a heterogeneous groups, formed of various subunits and micro-trends, characterized, on one hand, by their criticism of certain limits of Keynesianism, and on the other hand by adapting it to the new evolutionary requests of the capitalist economy of the after-war period, when it transformed itself from a private-ownership economy into a mixed economy, enclosing an important public sector (Moldovan, 2003, p.166).

Among the limits of Keynesianism criticized by neo-Keynesians are: static macro-economic analysis, exaggerate attention accorded to effective demand, under-evaluation of production and offer. 

Preserving the Keynesian spirit, they emphasize both the overcome of these limits as well as the approach of new matters arising. While the main purpose of the economic policy was for Keynes full employment, neo-Keynesians pursued accelerated economic growth. The British neo-Keynesian R. F. Harrod oriented the economic science from static analysis to dynamic analysis, from focus on short-term results to long-term  observation of economic processes. American neo-Keynesians A. A. Hansen and E. D. Domar studied the economic stimulation and nuanced the state’s direct and systematic intervention in economy. 

Paul A. Samuelson, Nobel Prize’s laureate in Economy for his comparative statics works and macro-economics has contributed more than any other to the spreading of economic knowledge, including the Keynesian doctrine all over the world. His Economics study-book  was translated in a big number of languages. The fifth edition (1995) written with W. D. Nordhaus, was also translated in Romanian. 

In making Keynesianism and the interventionist government theory known to the world, an important part was played by American economists P. A Samuelson and R. Solow, with what is called the “neo-classic synthesis”. This is a combination of micro-economic neoclassic analysis and Keynesian macro-economic analysis, of market economy virtues with the advantages of interventionism. The authors of this synthesis try to prove that, in the context of the mixed nature of the occidental economy the great doctrines do not exclude each other, but they converge in order to find answers to the complex problems of the world’s economy. For this reason, the authors are in favour of government intervention in economy, especially in a series of economic activities that are not subjected to the law of demand and supply, such as: health, education, toxic waste management industry, establishment of minimal wage. 

 

Post-Keynesianism 

On social and economic plan, an aggravation of a number of similar and disturbing phenomena took place  in the western countries: inflation, economic stagnation, financial and currency crises which reached the peak during the oil crisis between 1973 and 1979. Those events stressed the Keynesianism and neo-Keynesianism crises. In the context, noticeable is the effort of the post-Keynesianism to delimit themselves from the neo-classical doctrine, on one hand, and  to revive Keynesianism and interventionism, on the other hand. 

In a broader, but blurred sense, the post-Keynesianism include all the followers of Keynes after his death, including the authors of the “neo-classic synthesis”. In a restricted and rigorous sense, “post-Keynesianism refers to those western economists that consider themselves his adepts, but do not confine themselves to sharing his ideas”, but expand the area of economic issues, valuing “other sources of inspiration”  (Suta-Selejan, 2000, p.127) as well. 

Post-Keynesians reject the neo-classic micro-analysis, built on  non-realistic bases (the hypothesis of the pure competition market) which was no longer coincident for their times, and was concerned about the micro and macro-analysis based on imperfect competition. 


The main representatives of the post-Keynesianism also called “the Cambridge school” are the English economists J. Robinson and Nicholas Kaldor, but also the Italian economist P. Sraffa and the French economist Alain Barrère. 


Joan Robinson, collaborator of J. M. Keynes, is considered the author of the imperfect competition theory. According to her, imperfect competition is the most important fault of the capitalist economy. 

Analyzing some of the events that Keynes neglected, as the role of big corporations in the world economy, the role of inflation and distribution in the way the economy functions, N. Kaldor believes that an economic growth with a high rate in the world’s economy can be made by re-distribution of the national revenue in favour of the capital, while J. Robinson considers that big wages facilitate production and services and are the main stimulus for the economic growth. (Moldovan, 2003, p.175).

Having all these divergent ideas considered, in my opinion, the theories of post-Keynesians as well as neo-Keynesians and “the economic synthesis” do not cancel one another, but become convergent inside a mixed market economy.
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