Dennis Robertson: Essays on His Life and Work by Gordon Fletcher, Palgrave Macmillan, 2007 -Robertson through the ‘Looking Glass’.
This fascinating book by Gordon Fletcher brings together a series of previously unpublished lectures, seminars and working papers on the life and economics of Dennis Robertson. There is also some small overlap and updating of material from the author’s previous published work including The Keynesian Revolution and Its Critics: Issues of Theory and Policy for the Monetary Production Economy (1987), and Understanding Dennis Robertson: The Man and His Work (2000). These two earlier publications provide the clue to the direction of this new book which is about the confrontation and ultimate falling out between Robertson and Keynes over the General Theory.  Thus, despite its title, the shadow of Keynes looms large in this book; as indeed it did in Robertson’s life.
Fletcher divides his study into three parts. Part A deals with Robertson the man and how his background as a classical scholar and psychological make-up influenced his work. Part B deals with Robertson’s theory of the trade cycle as developed in A Study of Industrial Fluctuations: An Enquiry into the Character and Causes of the So-called Cyclical Movements of Trade (1915).  In this part Fletcher highlights aspects of Robertson’s cycle theory that link it to modern real business cycle theory.  This similarity has drawn comment from others, particularly Goodhart and Presley (1994) but Fletcher focuses on what I regard as the more fundamental issue: the microeconomic frictionless barter properties of Robertson’s core analysis that was later to cause difficulties for his monetary theory in Banking Policy and the Price Level (1926). It was this theoretical vision that was also the ultimate cause of his break with Keynes when Keynes abandoned Real Analysis for Monetary Analysis in the General Theory.
 I will return to this issue again below. Part C deals with the breakdown in communication and ultimately the intellectual relationship between Keynes’s and Robertson over the General Theory.  On this matter Fletcher sides with Keynes. 

In the paragraphs that follow I will attempt to outline the main themes in Fletcher’s thesis in what I regard as an important contribution to understanding the theoretical visions driving both protagonists.  
We are introduced to Robertson through the author’s initial interest in Keynes and the received opinion that Robertson’s life consisted of two halves: a happy existence ex ante the General Theory and an unhappy one ex post. Fletcher rightly rejects this interpretation as simplistic and digs deeper into Robertson’s psychological make-up. He begins by highlighting Robertson as a literary economist with a particular fascination for the two ‘Alice’ books published by Charles Lutwidge Dodgson (Lewis Carrol). The high incidence of quotations from these works in Robertson’s publications is seen by Fletcher as a significant clue to Robertson’s psychological make-up and life view. This theme runs through the book and is employed by Fletcher to explain Robertson’s use of the frictionless barter model is the basis for his analysis of the trade cycle. 

The core of Robertson’s theoretical vision is laid out in part B of the book which deals with the theory of the trade cycle presented in the Study and the attempt to incorporate money in Banking Policy and the Price Level (BPPL). The source of Robertson’s future difficulties with money arose because he took what amounted to a frictionless barter model as his baseline case or the norm against which to assess cyclical fluctuations. Robertson saw the cycle as driven by real innovation and concluded that any excessive dampening of the cycle would undermine future prosperity. In addition to the obvious real business cycle connection there were also Austrian over-investment elements to Robertson’s analysis and an underlying Fisherian-type vision of an ideal cycle that produced the ideal distribution of income and consumption through time.

The tension created by Robertson’s attempt to introduce money into what amounts to his frictionless barter model came to a head with his work on BPPL.  Fletcher stresses that BPPL should be seen as an extension of the analysis of the Study and that Robertson sought to allow a role for money in the cycle but one that did not undermine any of the results of the core frictionless barter model. The tension this produced in writing the book is reflected in the style of the work and the difficulties it produced for Robertson’s collaboration with Keynes. In style BPPL is unlike any other work by Robertson in that it lacks his literary ‘signature’. There are no quotations from any of his usual sources and only one from an ‘Alice’ book. See Fletcher (2007) appendix to Chapter 3.  It is also well known that many readers found BPPL almost incomprehensible as it introduced as string of new terms that amounted almost to a new private language. In addition Keynes was far from a sympathetic reader as the following quote by Fletcher (2007, p. 75) from a letter by Keynes to Lydia makes clear:
Then to the garden to read more of Dennis’s egg. It won’t do at all –I’m sure it’s wrong; so afterwards I went round to bully him again and almost to say he ought to tear it up and withdraw it from publication. It’s dreadful. When I’ve finished this letter, I shall write to him about it.”

The relationship between Keynes and Robertson was stormy well before the General Theory! Despite, or perhaps because of, the bullying, Robertson persisted and Keynes eventually approved of a later version just prior to publication. Despite Keynes ultimate approval, on publication Harrod (at Oxford) criticised Robertson for using the frictionless barter case as an appropriate benchmark against which to judge the degree of fluctuation in the real world. Harrod’s critical review provoked a ‘passionate defence’ from Cambridge by Marjory Tappan. Tappan’s defence is particularly important because of what it reveals about Robertson’s theoretical vision. That vision is spelt out by Tappan’s claim that: 

“If, in short, the fluctuation of frictionless barter as the appropriate ultimate aim of banking policy is to be successfully challenged, our recognised marginal analysis must be thrown to the winds.” Quoted by Fletcher (2007, p. 110, emphasis added).

Thus the ultimate aim of Robertson’s banking policy in BPPL was to run policy so as to achieve the cyclical behaviour that would mimic the cycle generated by an imaginary and ideal frictionless barter world where the cycle was driven by pulses of innovation. This element of the vision is eerily reminiscent of real business cycle theory and Tappan’s comment would resonate well with those who see economic theory solely in terms of marginal analysis in a frictionless barter setting. Of course there is no reason why marginal analysis should be so restricted. Marshall’s period analysis can hardly be described as frictionless barter although Edgeworth’s analysis may be open to such an interpretation. But on the Robertson-Tappan view, frictionless barter and marginal analysis are conflated and without marginal analysis economists have nothing so the frictionless barter model must stay. In essence this was Robertson’s idée fixe.
Fletcher (2007, pp. 110-111) therefore suggests that the loss of the frictionless barter core of his analysis was something that Robertson sought to avoid at all costs. 
“Because for Robertson the destruction of his theoretical integrity would bring also the destruction of his emotional security, the recognition of any such outcome would be impossible, as his response to Keynes would later show.” 

In particular, from Fletcher’s perspective, Robertson’s attachment to the ‘Alice’ books reflected a deep psychological need for stability and logical closure. Fletcher (2007, p. 111, emphasis added) explains Robertson’s psychological attachment to the frictionless barter world as follows:

“In his comments on Tappan’s draft Robertson confirmed that his choice of ‘frictionless barter equilibrium’ was based on ‘something more than aesthetic preference’ (Robertson c. 1928, in 3/1/2RPTC). [We saw in Chapter 1 that the realm of frictionless barter, timeless and unclouded by uncertainty, was indeed inherently attractive to Robertson, as the economic equivalent of the safe, reassuring world of nonsense-as-game, where the same properties, of discreteness and where the whole is no more that the sum of the parts, are present. See also Chapter 6.] 
From this psychological perspective Fletcher throws additional light on the debate surrounding the General Theory in addition to the detailed discussion he presents in section C of his book. In preparation for the General Theory Keynes made much of the properties of a monetary production economy in early drafts that were later discarded and replaced with the attack on Say’s Law. Keynes’s monetary theory of production stands in stark contrast to all of Robertson’s theoretical models because it postulates a world were money is never neutral – in Keynes’s words, money has become a ‘real’ factor in the General Theory. It is interesting to speculate that Keynes (1933) had Robertson’s frictionless barter model in mind when he wrote the monetary theory of production. Fletcher then correctly highlights the significance of the debate over the liquidity preference and loanable funds theories of the rate of interest as the core of the dispute between Keynes’s Monetary Analysis and Robertson’s Real Analysis. If I interpret Fletcher correctly the psychological cost to Robertson of accepting Keynes’s Monetary Analysis was just too great. He could not survive in Keynes’s world of ‘rational beliefs’ where money was a refuge from uncertainty and aggregate behaviour could not be deduced from microeconomic foundations- the whole was more than the sum of the parts. 

In this fashion Fletcher introduces a psychological dimension to the dispute between Robertson and Keynes. What is interesting about this interpretation are the implications it has for modern debates as it seems that many monetary economists still have Robertson’s preference for the frictionless barter model. These preferences obviously can’t be explained by features peculiar to Robertson’s life so they must reflect deeper psychological or other traits common to those who use frictionless models. The psychological dimension to the Robertson-Keynes dispute raises an issue that is neglected in the literature but it is of general interest given the preference of modern theorists for Robertson’s vision rather than Keynes’s.
Although Fletcher does not dwell on this issue it strikes me as an important dimension to the book that warrants further investigation. In particular it makes abundantly clear that the difference between the theoretical visions of Robertson and Keynes on the General Theory are substantive. For Robertson there would exist a unique long-period equilibrium and optimal cycle as generated by his frictionless barter world driven by pulses of innovation. Monetary policy should not add distortions to the real cycle but follow the ‘natural’ rate of interest. For Keynes the frictionless barter world was nonsense -rather than ‘nonsense-as-game’. There was no sense in which the frictionless barter model could be amended to incorporate money. The latter point has been well established by Frank Hahn (1982). In Keynes’s monetary production economy the monetary system was an integral feature of the system, a real factor, and a continuum of long-period equilibria were possible. For Keynes in the General Theory there was more to the capitalist laissez faire economy than the trade cycle. It suffered from an inherent structural flaw –the inability to automatically (by reliance on market forces alone) attain full employment in the long run. What was required was a change in the structure and public management of both the monetary system and public infrastructure. 
These issues still resonate through modern macroeconomics and monetary theory today so Fletcher’s book places current practice neatly in historical perspective. It also helps, indirectly, to clarify the debate over the Keynesian Revolution to which he made an earlier contribution. From the perspective of Fletcher’s book it is clear that Keynesian theory has more in common with Robertson than with Keynes. In this respect if makes a useful companion-read to the recent book by Geoff Tily (2007).
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