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            W.H. Hutt’s Theory of Idle Resources was first published in 1939, surely one of the earliest responses to Keynes’s General Theory.
Hutt goes for the heart of Keynes’s prescription for recovery, which was to get idle resources moving, whether that is money, capital, or labor. If something isn’t being employed right now, it is being wasted.
Hutt responded at length that there is nothing uneconomic or necessarily inefficient about an idle resource. It is the decision of the owner to hold back when faced with a long-term plan, a judgment call concerning risk, a high reservation wage, or a demand for larger cash balances.
This is certainly true as regards labor. In a changing economy, people move from sector to sector, something choosing periods of unemployment over employment at low wages. This makes sense for them. For this reason, it makes no sense to craft policies designed to achieve "full employment" since this means overriding human choice.
In addition, there might be legal restrictions that are causing workers to withhold labor and capitalists to curb production.
Hutt's demolition of the heart of Keynes makes for fascinating reading. Both the Keynesian proposition and the response are still very much in play today.
Hunter Lewis writes the new introduction.
"Hutt’s mind was made for logic," Lewis writes. It could see a logical problem from every side, draw every distinction and nuance, then penetrate right to the bottom of it. No fallacy was safe from him and, without being the least combative, he never flinched from telling the unvarnished truth."
The economic environment is plagued with enormous unemployment - the ultimate idle resource. What is the problem? Is it a macroeconomic problem of aggregate demand? Or is it is a simple labor pricing problem alongside legal restrictions? Hutt takes the latter position, and utterly crushes the Keynesian view.
The conclusion is unavoidable; Keynes was refuted in 1939! The re-discovery of this fact is bracing indeed.
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        William H. Hutt
          


  
            Hutt was an economist of the classical tradition who identified himself with the Austrian School. He studied at the London School of Economics and became a professor at the University of Cape Town. He is particularly known for his works "The Factory System of the Early Nineteenth Century" (1925), The Theory of Collective Bargaining (1930), and The Strike-Threat System (1973).
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        The early British factory system may be said to have been the most obvious feature of the Industrial Revolution. W.H. Hutt writes that there has been a general tendency to exaggerate the "evils" which characterized the factory system before the abandonment of laissez faire. Also, factory legislation was not essential to the ultimate disappearance of those "evils." Conditions which modern standards would condemn were then common to the community as a whole, and legislation not only brought with it other disadvantages, not readily apparent in the complex changes of the time, but also served to obscure and hamper more natural and desirable remedies.
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        In this article, I shall consider the nature and consequences of labor-union activities. There are various useful services that unions perform, but my interest will be solely with the social effects...
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        A strong tradition of leniency toward the implications of union activities existed among the British economists.
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