
1 
 

THE KEYNESIAN SCHOOL OF ECONOMIC THOUGHT 

by BLAINE WINSHIP 

 

 

Okay, this blog is about economics.  But please bear with me, because this is not more of 

the boring stuff you slogged through in college.  Rather, this is about the disturbing influence 

that economists have exerted on our federal government’s policies—the ones that have gotten us 

to this sorry state; the ones that are killing our prosperity; the ones that have made us so angry 

and frustrated.  This is stuff you really need to know. 

 

As a lawyer, I’ve been involved in lots of cases in which economists played major roles 

as so-called experts.  It seemed that, no matter what position someone wanted to take on any 

given topic, economists could be found to support it—like physicists who’d swear under oath 

that hummingbirds can’t fly.  Never mind the one that’s hovering outside your window. 

 

We’ve seen this hummingbird mentality many times over the past seven years from the 

Fed’s economists.  Each year, they’d tell us that meaningful economic growth is right around the 

corner—a signal meant to convey that President Obama’s tax-and-spend agenda, his massive 

stimulus and other business-stifling programs, and his relentless borrowing against our future 

earnings are actually proving to be good for the economy.  So the Fed would play coy with our 

markets, and then announce that it was holding off on raising interest rates, for fear that the 

economy would overheat.   

 

Overheat?   

 

Not once has the Fed come close to calling it right.  Every time, the economy proved to 

be stuck in low gear—or in park, if not reverse.  But the next time around, the Fed’s economists 

would issue the same rosy projections for the coming year.  Either they learned absolutely 

nothing from being wrong over and over again, or they opted to prevaricate—a delicate way of 

saying they lied.   

 

Our problem is that the economists have come to occupy an exalted position in our 

political decision-making, especially in Washington.  Please keep in mind that economists, by 

their training, have no claim to higher moral values or to greater overall wisdom than the rest of 

us have.  But their opinions have played an outsize role in bringing us and our economy to the 

disastrous state we’re in now.  Economics isn’t called the dismal science for nothing. 

 

If you’ve read my book, or seen my videos, then you know that I spend a lot of time 

discussing how our economic freedom has been taken from us, bit by bit over the decades, by the 

unholy alliance of Big Government and Big Business.   

 

And you know that this alliance has led to tens of thousands of government regulations 

that are stifling small businesses and business growth, while in effect protecting the mammoth 

corporations against competition from smaller upstarts.   

 

You probably also know that the most outspoken big-government supporters tend to be 
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liberal Democrats.  They always want to raise tax rates, hire more federal employees, and saddle 

our companies with more and more regulations.  If the private sector weren’t such a cash cow to 

be exploited, the liberals would just as soon eliminate it—kind of like how the top-down Chinese 

government looks at Hong Kong.   

 

You probably also know that Big Business supporters tend to be so-called moderate 

Republicans.  For many years now, they’ve gone along with the Democrats’ Big Government 

agenda and costly programs, but often only partway.  So, thanks to the ever-compromising 

moderate Republicans, we’ve gotten stuck with the programs, but the Democrats have taken all 

the credit.    

 

What was in it for the moderate Republicans?  The Big Businesses funding their PACs 

have benefitted from government programs and regulations that hold down small business 

growth, and they’ve benefitted from a vast array of preferences under our tax code.  The tax code 

is huge, bigger than a major metropolitan phone book, but the general rates take only a couple of 

pages.  The rest is mostly crony capitalism writ large.   

 

If you’ve wondered how the stock market kept going up and up, when the overall 

economy was stalled and price-to-earnings ratios were much too high for comfort, the answer is 

to be found in Washington and its distortions of markets to help the big companies get bigger, 

and to help the rich inside the beltway get richer. 

 

Backstopping the liberal Democrats and the moderate Republicans have been two distinct 

schools of economic thought—schools that, together, overwhelmingly dominate the field in our 

universities.   

 

In the Democrats’ corner are the Keynesian economists, and in the moderate 

Republicans’ corner are the Chicago-school economists.  These economists have done much to 

give the liberals and moderates the appearance of intellectual respectability.  But they also have 

contributed mightily to damping our economy, our job growth, and our hopes for a better and 

more affluent tomorrow.  They’ve done this by moving America ever closer to top-down rule 

and away from universal morality and economic freedom. 

 

I’ll start with the Keynesians in this blog.  My next blog will be about the Chicago 

School.  And then I’ll follow with a blog in which I talk about a third way—a better approach—

that I think you’ll like, because it holds the key to fixing the mess we’re in. 

 

Keynesian thinking calls for heavy taxation to take wealth away from the private sector, 

then to subtract what amounts to a huge “handling fee” for government bureaucrats, and then to 

“trickle down” the remainder in the form of handouts to persons earning little or no income.   

 

According to the Keynesians, these handouts will stimulate consumer spending, which 

then will stimulate business growth, which then will lead to more jobs being formed, which then 

will lead to low unemployment and greater overall prosperity.  

 

This model is severely flawed.  It does not promote private-sector growth, because the 
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monies being spent are taken away—by the force of taxation—from private-sector businesses 

and from the rest of the taxpaying population, depriving us of our own money for investment and 

consumer spending.  So whatever overall benefit there might be from increased consumer 

spending by low-income persons is more than offset by the loss of investment and spending 

money for the rest of us.   

 

This won’t grow the economy or lead to more jobs—and it never has.  And the very idea 

that bureaucrats, in spending other people’s money, would know better how to stimulate private-

sector job growth than business owners would know, in spending their own money, is ridiculous.   

 

The proof is in the pudding, so to speak.  We saw massive amounts of federal stimulus 

money being spent by the Obama administration from early in 2009, when he took office.  But 

here we are, seven years later, and middle-class income keeps falling, while the number of 

persons classified as poor and in need of government subsidies keeps increasing. 

 

The Keynesian School of thought also is the source of President Obama’s assertion that 

our businesses owe their success to government, because government provided the 

infrastructures of roads and sewers and such.   

 

This is nonsense.  Totalitarian top-down regimes in other nations also provide these sorts 

of infrastructures, but they do not have anything even remotely approaching the number and 

quality of businesses that we have.  That’s because their people lack the freedom to make those 

businesses happen, because they lack the freedom to earn rewards from pleasing one another.   

 

Ask anyone who’s opened and run a business and you’ll learn the truth: it takes enormous 

commitment and hard work to build each one of those successful businesses alongside our roads.  

Government cannot do that.   

 

Yet, the Keynesian mind-set is to give government the credit it does not deserve.    

 

People who believe that government knows best how to provide goods and services that 

please us, and who believe that government is the source of innovations that lead to even better-

pleasing goods and services, are woefully under-informed and under-educated.  The problem is 

that there are tens of millions of these persons casting votes here in the United States.  They are 

voting for liberal Democrats because they simply don’t know better.   

 

We could fix that through improving education, but liberal Democrats don’t want that to 

happen.  That’s why public education is such a disaster year after year, decade after decade, 

despite all the spending.   

 

If our children were taught universal morality, and taught how economic freedom and 

personal responsibility empower us to expand our economy, and taught why big-government 

top-down approaches don’t work, they’d grow up to be conservative Republicans who 

understand why Keynesian economics is a fraud.   

 

There’s much more to come on this.  I hope that you’ll join me for my next blog, on the 
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Chicago School of economics.  And I hope that you’ll give my book a try. 


