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Keynes’ the Principle of Effective Demand :Revisited

Noritoshi SUZUKI *

Summery

In the countries of market economy after the 80s, the macroeconomic policy has been “anti-
Keynes” or “Monetarist”. Today, it is a global depression and in Japan unemployment is increasing
rapidly. This crisis presented the question of an economic regime model called “the neoliberalism”,
which covered the world a quarter of the century. Again, Keynes’ economics came to capture the spot-
light today. Keynes is called the founder of a macroeconomic policy. However, what the present mac-
roeconomic policy aims at is not just the same as what Keynes proposed. Here, we reconsider the
“principle of effective demand” which is the most important doctrine in economics. Is Keynes’s sensi-
tivity effectively employed in the present economic policy?
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“For a poor community will be prone to con-
sume by far the greater part of its output, so

that a very modest measure of investment will
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be sufficient to provide full employment;
whereas a wealthy community will have to dis-
cover much ampler opportunities for invest-
ment if the saving propensities of its wealthier
members are to be compatible with the employ-
ment of its poorer members. If in a potentially

wealthy community the inducement to invest is

weak, then, in spite of its potential wealth, the

working of the principle of effective demand will

compel it to reduce its actual output, until, in
spite of its potential wealth, it has become so
poor that its surplus over its consumption is suf-
ficiently diminished to correspond to the weak-
ness of the inducement to invest.”
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