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Preface 

We started out to consolidate our work on the Godley-Cripps-Lavoie (GCL) 
Stock-Flow-Consistent (SFC) framework but were quickly forced to follow in 
the footsteps of other giants in political economy who wrote their own 
pioneering aggregative accounting equations. Depending on sweep and 
scope, all of the above were captivated by the unfolding of the dynamics of the 
capitalist economy and as well as the transition of pre-capitalist through 
capitalist to “casino capitalist” (Susan Strange) forms. To that end, we 
rearrange GCL identities and highlight the aggregates of interest for chapter 
and subsection. The special feature of GCL is the postulation of SFC norms, 
ratios between sub aggregates, some of which connect one period with the 
next. These ratios are empirical and can, consequently, change across time 
and space. Our institutional variety includes the concatenation of different 
such numbers. SFC norms can also be created and imposed and this feature 
emerges when the issue at hand is one of “stabilizing an unstable economy” 
(Hyman Minsky). 

What about micro foundations? One popular disaggregation of GNP is that 
between wages and profits. Behind these categories are, naturally, workers 
and capitalists. The existence and behaviour of these classes is theoretically 
and statistically problematic when the income of both dwindles as they 
become better off transmuting into rentiers. Continuing in front of us is the 
flat trajectory of real activity and the vibrancy of financial activity everywhere 
in the world. By way of explanation, our research strategy has been to move 
and shake identities to derive first-order difference equations. Thereafter, we 
look at the steady state solutions. The classes backing the aggregates interact 
in conflict or cooperation mode. We set up and solve a series of dynamic 
games. 

The critical comments of two anonymous reviewers went a long way in 
providing sequence and structure to a first draft that was short on both fronts. 

Amelia Correa 

Romar Correa 

 





 

 

Chapter 1  

Introduction 

Ever since Kenneth Arrow, along with Samuel Bowles and Herbert Gintis, the 
latter two having learnt early to straddle the divide between orthodoxy and 
heterodoxy, removed themselves along with others to the Santa Fe Institute to 
ponder over political economy as progressive social science, both neoclassical 
and non neoclassical economists have discovered systems theory. The whole 
and the parts are connected in mysterious ways. The aggregates that define 
“higher-level” phenomena have properties not possessed by the “lower-level” 
individual items that constitute them (Sugden, 2016). System properties 
combine emergence and, in principle, an unknowable future (Heise, 2016). 
The proposition connects determinacy in the sense of the connections 
between system elements, and “downward causation” which states that macro 
cannot be derived from micro. Emergence is a “brute and unexplainable fact” 
since there is an ontological gap between the micro and the new property 
(Brisset, 2016). At the same time, while new arrangements are indispensable 
to our apparatus, existing arrangements are equally primary as the bases for 
real agents to choose and act.  A related aspect of the systems view is 
reflexivity in the sense that agents’ means act on ends which act on adjusted 
means in a sequential process (Davis, 2016). That is to say, by transitivity and 
the cessation of processes through the realisation of ends, means operate on 
means 

Systems theory has developed a battery of concepts to elucidate the 
hierarchical ordering of the organisational structure of all systems. Apart from 
lateral connections, there are “supremal units” and “infimal units” with orders 
going out from ‘bosses’ to ‘workers’, so to speak. Power and authority, in other 
words, are an integral feature of institutions (Dosi et al, 2016; Sakai, 2016). 
Indeed, the notions are at the heart of the market process. Even members of 
the Chicago School would not deny that market agents need “control units”. 
With financial arrangements getting more complex, in particular, the 
demands of central control over banking and currency systems get more 
urgent. Free banking would reduce stable monetary systems to chaos. A few 
possess the capacity to determine the choice sets of many. A handful can veto 
the decisions of millions. Recently, the concept of entropy has been applied to 
the conceptual armoury of economics (Vozna, 2016). The pioneer was 
Nicholas Georgesçu-Roegen, another giant who defied categorisation in ‘cold 
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war’ terms.  In the beginning, human labour in agriculture added to the 
accumulation of the productive potential of society. Work in the form of 
mechanical and intellectual effort resulted in the growth of transformed 
energy on the earth. In other words, labour offers the possibility of 
counteracting entropy or the dissipation of energy. 

Individual choices are enmeshed in a skein of multifarious influences which 
eventually result in “contradictions” underlying a socio-economic system 
which distinguishes it from a deterministic or stochastic system (Hanappi & 
Scholz-Waeckerle, 2016; Irwin, 2017). The term suggests, in the first place, the 
impossibility of identifying all the characteristics of alternative systems and, 
therefore, of unambiguously specifying utility functions for social choice 
theory. Secondly, the word suggests the limitations of communicating 
decisions which entail uncertain costs and benefits to different sections of 
society over time. For instance, with fiscal policy it is not easy to convey 
regressive taxation policy or balanced budgets in the light of inter temporal 
Ricardian equivalence. Lest the complexity approach be seen as a case for 
nihilism, history provides causal arrows, statistical regularities and constraints 
that can be identified. So-called “generative structures” exist that are 
independent of the conditions under which their econometric identification 
takes place. They are causal mechanisms that are tendencies even though 
they may never be actualised.  Every epoch is a plateau that calls a ceasefire in 
real contradictions either through their postponement (in time) or through 
the colonisation of virgin territory (in space). Institutions can be durable as 
well as assume a life of their own. As culture, they succeed in blocking paths to 
revolutionary transformation. However, real contradictions cannot be 
suppressed forever. When the contradictions are grasped by a wide section of 
the people, the conditions of a tipping point are laid. The denouement must 
be grasped and reflected upon before the evolutionary jump is made. 

Another neglected quiet revolutionary solidly within the mainstream camp 
whose work bears on our thesis is George Katona. According to him, aggregate 
phenomena must be seen as social phenomena which do not correspond to 
individual behaviour (Dechaux, 2014). Unlike Herbert Simon, Katona 
focussed on macro and unlike the behavioural economics of today, his 
behavioural economics combined social psychology and gestalt. He 
elucidated the concept of “macrolearning”. Individual attitudes and 
behaviour are a measure of the impact of social mores and conventions on the 
individual.  Katona made the case for a social scientific approach to 
expectations formation which investigated the origin and transformation of 
the degrees of confidence of people, their optimism that gave way to 
pessimism and the more difficult reverse journey (Dechaux, 2015). In short, 
Katona’s perception of the economic process was one in which the 
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judgements of agents and their codes of conduct that followed were central. 
He distanced himself from the unquestioned assumption that information 
determined expectations and opted, instead, for the equivalence of 
expectations and attitudes. Attitudes are points of view widely held that 
influence perceptions and then behaviour.  Katona neatly summarises the 
concepts in individual thought and action in the following scheme (Dechaux, 
2015, p 17). A change in the data or stimulus, S, conditional on a given battery 
of concepts, X, are filtered through expectations as an intervening variable, I, 
to determine behaviour R. We have S/X → I → R. There are no functions 
connecting the three elements. Expectations are orientations towards the 
future that might change current behaviour. They can be taken as ex ante 
intervening variables. 

In sum, real-world economies consist of “heterogeneous interacting 
participants” constrained by a changing state of the world (Tesfatsion, 2017). 
These participants are “locally constructive”, that is plan and act on the basis 
of the markets in which they operate at any point of time. Agents can mean 
classes. “System constructivity” here means the construction of the state 
vector by piecing together the dispersed information scalars of different 
agents. The language of differential games is commonly used to join these 
elements. The state of the world evolves through a dynamical equation that is 
driven by classes that, depending on the description of the state vector, may 
be playing a cooperative or a non cooperative dynamic game. The description 
of the laws of motion of the system is not unique and neither is the 
configuration of classes. We will respect the distinction in our survey of 
political economy in the next chapter. Following in the footsteps of the 
founding fathers, there will be models best confined to the evocations of 
national income identities masterfully reconstructed. Our contribution will be 
to introduce a dynamism from lags (leads) emerging naturally from the 
definitions. Chapters 2 and 4 offer many such illustrations. On the other hand, 
there will be Keynesian models that beg microeconomic drivers. Keynes 
himself relied heavily on the maximum principle in his theorizing. Thus, while 
Profits are critical, the profit function of the entrepreneur or capitalist will be 
specified. We will not rely on various formulations of investment functions or 
posit different consumption or savings propensities. 

Our plan of action is to offer dynamical models and pause. They merit 
scrutiny in their own right as the sometimes surprising fruit of identities. 
Chapter 3, from a tiny clutch of definitions, comes up with transitional 
dynamics for a predominantly agrarian economy, on the one hand, and three 
species of movement for a financially-sophisticated modern economy. The 
treatment can be regarded as independent of Chapter 6 where all the 
dynamical systems are regarded as constraints under which appropriate sets 
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of agents operate. The agents introduce themselves from the specification of 
the equations. Thus, the representative agent is the amalgam of worker and 
household. Introductory macroeconomic identities can be written for 
Consumption or Wages. Our procedure to solve out for consumption or wages 
(lower-case letters) only means that the equivalent other identity is not on the 
page. The payoffs are that in these illustrations of the macro foundations of 
microeconomics, strong policy regimes suggest themselves. Our strategy can 
be also described as a constructive rendition of “analytic narratives” (Mongin, 
2017). The task is to explain historical epochs with game theory tools. The 
agenda is riven by enthusiasts (economists and game theorists) and historians 
who are indifferent. Our formulations turn out be the least tendentious in 
dealing with two-player games and objective functions drawn from basic 
microeconomics. Uncertainty about the characteristics of systems is captured 
by differential equations working, to some extent, behind the backs of agents. 
Complexity is handled by different dynamical equations emanating from the 
same set of national income identities. Chapter 7 provides further proofs 
including an open-economy example. 



 

 

Chapter 2  

From Main Street to Wall Street 

We trace the treatment of the topic through time. The start will be familiar to 
students of economic thought in the deep pondering over physical/real 
national production identities. However, the leading lights of economic 
science were not blind to the potentially debilitating role finance could play 
and the subject enters, appropriately, in a modern Marxian model. In our 
times, the full-blown intersection of Wall Street with Main Street is, of course, 
the work of Hyman Minsky. 

2.1 From François Quesnay … 

The author of the Tableau Économique, 1759, figures in an introduction to the 
fraternity of models of which the SFC framework is a part. He is the guiding 
light illuminating the circuit approach to monetary macroeconomics. Like 
SFC models, the logic is structural and closed. In the model of Augusto 
Graziani, for instance, “initial finance” is the creation of money when a bank 
intermediates between business and labour and originates a process of 
production and “final finance” is associated with the expenditure of incomes 
arising thereby and the reflux of the wage outlay to firms in the form of profits. 
Firms repay their loans to banks closing the circuit (Fontana & Realfonzo, 
2017). The special contribution of the French theorist in contrast to the input-
output tables of the icons of classical political economy is the meld of 
technological coefficients and nominal values. The framework is not 
constructed in independent real and monetary terms. The nominal values 
that will drive our models are the product of prices and quantities. 

Secondly, Quesnay’s Tableau was not alone in being shot through with 
political economy.  National Income Accounting has always been contested 
terrain. One description of the discipline is policy-based evidence (Assa, 
2016). William Petty used his estimates to prove that taxes and “Publick 
Levies” would increase the wealth of the commonwealth. At the same time, 
the then British Prime Minister excluded labour income in his accounts 
because he wished to exclude the working class in the first proposal for a 
general income tax in Britain in 1798. In 1799 and 1802, Benjamin Bell 
prepared his estimates to challenge Pitt’s numbers as well as argue for a repeal 
of the Corn Laws. The French Physiocrats, of whom Quesnay’s Tableau 
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Économique was the most illustrious manifesto, were the prime movers in 
using economic theory to inform National Income computations. 

For our purposes, we retain the emphasis on classes in the Tableau and the 
distinction between “productive expenditures” and “sterile expenses”. Given 
the time of writing, the former was associated with agriculture. The latter 
included “interest on money” and “commercial expenses”. Quesnay worried 
over the consumption of “luxuries” overtaking reproductive expenditures over 
time. 

Another member of the pantheon that inspires circuitistes and SFC 
modelers alike is Joseph A Schumpeter. Schumpeter is always hard to identify 
in one’s corner for his work best embodies the difficulty of moving from an 
evenly rotating economy adequately described by the tools of the theory of 
value to a rupture of that general equilibrium by new ways and means of 
producing goods and services spearheaded by the heroic entrepreneur. 
‘Schumpeterians’ of different stripes have been developing models of 
technical change not requiring money, deriving sustenance from the master’s 
seminal writings. A private enterprise economy is assumed wherein there is 
freedom to enter explicit and implicit contracts. The individual is the 
constitutive unit of the capitalist system. The theory of ophelimity (Vilfredo 
Pareto) is the proof that preferences and constraints determine all aggregate 
phenomena. To the standard theorems about substitutes and complements 
we would, today, add extensions in strategic complements and substitutes. 
The grand achievement of Léon Walras was the derivation of the conditions of 
general equilibrium. The system of exchange relationships renews itself from 
period to period. Sellers of commodities reappear as buyers with the 
wherewithal to purchase the commodities which would maintain their 
consumption and capital intact in the subsequent period at the current level 
and so on. Jean-Baptiste Say joins hands with Walras. The economy is 
dynamic in this sense. Each period is the basis of the next in that it generates 
data that enable workers and capitalists to repeat the same process in the next 
time interval. The economic system is, thus, stable.  The capitalist dynamic 
can be extended to incorporate money. As with intermediate goods, there is 
no need to construct an independent exchange value of money as it is no 
more than a temporary abode of purchasing power as is an input. The value of 
money is derived from the value of consumption goods it commands. Walras’ 
analysis is carried out for the case of a given stock of fiat money. Money is the 
n + 1st item in the initial endowment of households and firms. It has a price by 
virtue of its marginal utility function. The price, emerging in a market called 
the capital market, equates the demand for money with the available stock. At 
the hands of Kenneth Arrow and Gerard Debreu later, the future was 
envisioned as a tree with spreading branches with transactions at nodes 
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across different states of the world and time points assumed possible. The 
foundations of finance were laid. The bases for hedging, futures, and options, 
and the hothouse outgrowths to follow will be found in Arrow securities. 

Banking plays no role in the “circular flow”. “Development”, on the other 
hand, is the generation of surprises from within the “industrial and 
commercial” life of the economy. Schumpeter, it is well known, laid stress on 
the institution of “new combinations” by means of the creation of purchasing 
power by banks. All the same, the annual growth of savings which is the 
resultant of previous “development” is no less important. There are upper 
bounds to the possibility of financing entrepreneurs with no prior savings. 
Schumpeter examines the case of a gold standard and the institution of 
central banking. New commodities financed by the creation of fresh 
purchasing power will flow after a time lag. In the short run, prices will rise 
and the value of gold contained in the gold coin will exceed the value of the 
monetary unit. Bank IOUs will be presented for redemption. The solvency of 
banks will be threatened. If, in addition, there are constraints to the 
commodity complement of the freshly-minted notes coming to the market on 
time, banks must intervene with the savings of depositors. Thus, reserves are 
important both for commercial banks as well as central banks. 

2.2 … through Karl Marx … 

The circular production economy, most elegantly displayed by Piero Sraffa, 
demonstrates that production is a social process in which the production of 
commodities is technically connected through coefficients of production as 
well as socially connected through the corresponding activity of households, 
business enterprises, the State. Capitalists engage in the production of 
commodities with the expectation of earning a flow of money profits. Marx, 
Keynes, and others like Veblen, were joined in the perspective that the 
capitalist economy was a monetary production economy (Ho, 2016). The 
appropriation of money, Cˊ - Mˊ, in Marx’s circuit of money capital is 
achieved through the conversion of working capital into inputs, M – C, 
required in the production process. Class conflict arises because of the 
tension between the reproduction of the working class or the enjoyment of 
use values C - M - Cˊ and the surplus maximization of the capitalist class M - 

C- Mˊ. 

Before we follow with a literal historical sequence, following Quesnay with 
the epoch-marker whose name adorns the title of this section, since we have 
broken off with Schumpeter to develop a thematic line, it is worth our while to 
detour through the work of Michal Kalecki, the Polish Marxist, a 
contemporary of Keynes who arrived at the results of the latter through a 



 

 

 

 

 

PAGES MISSING 

 FROM THIS FREE SAMPLE 



 

 

References 

Amato, M., L. Fantacci, D.B. Papadimitriou and G. Zezza, 2016, Going forward 
from B to A? Proposals for the Eurozone Crisis, Jerome Levy Economics 
Institute of Bard College Working Paper No 866 

Argitis, G., 2015, Alternative Monetary Policy and Central Banking, FESSUD 
(Financialisation, Economy, Society and Sustainable Development) Working 
Paper No 82 

Assa, J., 2016, The Financialization of GDP and its Implications for 
Macroeconomic Debates, The New School for Social Research, Department 
of Economics Working Paper 10/2016  

Balmann, A. and V. Valentinov, 2016, Structural Change in Agri-Food Chains: 
new relations between farm sector, food industry and retail sector, paper 
presented at 149th EAE seminar Rennes, France, October 27-28, 2016  

Baker, D. and S. Diagne, 2013, Financial Engineering: The Simple Way to 
Reduce Government Debt Burdens, Center for Economic and Policy 
Research, Issue Brief  

Baker, D., 2016, Reining in Wall Street to Benefit All Americans, CEPR Report: 
Discovering Government  

Banaji, J., 2016, Merchant Capitalism, Peasant Households, and Industrial 
Capitalism, Journal of Agrarian Change, 16, 3, 410-431 

Bayoumi, T., 2015, The Dog That Didn’t Bark: The Strange Case of Domestic 
Policy Cooperation in the “New Normal”, IMF Working Paper 15/156 

Becker, S.O., S. Pfaff and J. Rubin, 2016, Causes and Consequences of the 
Protestant Reformation, Warwick Economics Research Paper Series No 1005   

Bibow, J., 2015, The Euro’s Saviour? Assessing the ECB’s Crisis Management 
Performance and Potential for Crisis, Levy Economics Institute of Bard 
College Working Paper No 845 

Blancheton, B., 2015, Towards a tacit low-degree independent central banking 
model?, Cahiers de Group de Recherche en Economie Théorique et 
Appliquée (GRETLA) n0 2015-17 

Bos, F., 2011, Three centuries of macro-economic statistics, MPRA Paper No. 
35391, Eagle Economic & Statistics Working Paper 2011-02    

Braun, B., 2015, Governing the future: the European Central Bank’s 
expectation management during the Great Moderation, Economy and 
Society, 44, 3, 367-391 

Bresser-Pereira, L.C., 2015, Reflecting on new developmentalism and classical 
developmentalism, Sao Paulo School of Economics Working Paper 395 

__________________, 2016, Democracy and growth in pre-industrial countries, 
FGV Sao Paulo School of Economics Working Paper 410 

Bridges, J.,C. Jackson and D. McGregor, 2017, Down in the slumps: the role of 
credit in five decades of recessions, Bank of England Staff Working Paper No 
659 

Brisset, N., 2016, Institutions as defining Emergent Phenomena: Redefining 
Downward Causation, GREDEG Working Paper 2016-30 



106   References 

 

 

Byres, T.J., 2016, In Pursuit of Capitalist Agrarian Transition, Journal of 
Agrarian Change, 16, 3, 432-451  

Cauwels, P. and D. Sornette, 2012, The Illusion of the Perpetual Money 
Machine, Swiss Finance Institute Research Paper No 12-40 

Cockshott, P. and D. Zacharaiah, 2016, Conservation Laws, financial entropy 
and the Eurozone crisis, Economics Discussion Paper No 2013-36   

Corsetti, G., L. Dedola, M. Jarociński, B. Maćkowiak and S. Schmidt, 2016, 
Macroeconomic Stabilization, Monetary-Fiscal Interactions, and Europe’s 
Monetary Union, Cambridge-INET Working Paper Series No 2016/27 

Dadush, U., 2016, Industrial Policy: A Guide for the Perplexed, OCP Policy 
Center Policy Brief 16/05 

Dantas, F. and L. Randall Wray, 2017, Falling Labour Force Participation: 
Demographics or Lack of Jobs, Levy Economics Institute of Bard College 
One-Pager No 53 

Davanzati, G.F., 2015, Nicholas Kaldor on Endogenous Money and Increasing 
Returns, Post Keynesian Economics Study Group Working Paper 1505   

Davis, D., 2016, Experimental Methods for the General Economist: Five 
Lessons from the Lab, Presidential Address, 85th Annual Meeting of the 
Southern Economics Association, New Orleans, Louisiana  

Davis, J. B., 2016, The Continuing Relevance of Keynes’s Philosophical 
Thinking: Reflexivity, Complexity, and Uncertainty, GREDEG Working Paper 
No 2016-38   

Dechaux, P., 2014, Proving the existence of macropsychological phenomena? 
The Katona-Tobin controversy over the predictive value of attitudinal data, 
Documents de travail du Centre d’Economie de la Sorbonne 2015.11 

__________, 2015, Conceptualising the formation and role of expectations 
before 1950: George Katona’s thought, Documents de travail du Centre 
d’Economie de la Sorbonne 2015.10  

de Grauwe, P., 2015, Greece is solvent but not illiquid: What should the ECB 
do?, CEPS Commentary 

Degryse H., T. Lambers and A. Schwienbacher, 2013, The Political Economy of 
Financial Systems: Evidence from Suffrage Reforms in the last two centuries, 
European Banking Center Discussion Paper No 2013-008; also CentER 
Discussion Paper No 2013-046, Tilburg University      

Esen O. and A.O. Binati, 2013, The Minsky Perspective on Macroprudential 
Policies, University of Massachusetts Amherst, Political Economy Research 
Institute Working Paper No.308  

Dockner, E., S. Jørgensen, N. Van Long and G. Sorger, 2000, Differential Games 
in economics and management science, Cambridge, Cambridge University 
Press    

Domanski, D., R. Moessner and W.R. Nelson, 2014, Central Banks as Lenders 
of Last Resort: experiences during the 2007-2010 crisis and lessons for the 
future, Division of Research & Statistics and Monetary Affairs, Finance and 
Economics Discussion Paper 2014-10, Federal Reserve Board, Washington 
DC 

Dosi, G., L. Marengo and A. Novolari, 2016, Institutions are neither Autistic 
Maximizers nor Flocks of Birds: Self-Organization, Power, and Learning in 



References 107 

 

 

Human Organizations, LEM Institute of Economics, Scuola Superiore 
Sant’Anna Working Paper 2016/38  

Dreschler, D., J. Jülting and T. Xenogiani, 2008, Is Informal Normal? Towards 
More and Better Jobs, Poverty in Focus, International Poverty Centre No 16, 
pp 8-9 

Epstein, G., 2015, Development Central Banking: A review of issues and 
experiences, ILO Employment Policy Department EMPLOYMENT Working 
Paper No 182 

Fine, B., K. Bayliss and M. Robertson, 2016, Housing and Water in light of 
Financialization and “Financialization”, FESSUD Working Paper No 156 

Fisher, R.W., 2013, Ending “Too Big to Fail”: A Proposal for Reform Before It’s 
Too Late (with Reference to Patrick Henry, Complexity and Reality), Remarks 
before the Committee for the Republic, Washington DC    

Flandreau, M. and S. Ugolini, 2014, The crisis of 1866, Graduate Institute of 
International and Development Studies, Geneva, Working Paper 10/2014 

Foley, D. K. and T. R. Michl, 1999, Growth and Distribution, Cambridge, 
Massachusetts, Harvard University Press   

Fontana, G. and R. Realfonzo, 2017, Introduction: Augusto Graziani and recent 
advances in the monetary theory of production, Metroeconomica, 68, 2, 202-
204 

Ford Foundation/Levy Economics Institute of Bard College, 2012, Improving 
governance of the Government safety net in financial crisis 

Franck, R. & O. Galor, 2015, Is Industrialization Conducive to Long-Run 
Prosperity? CESifo Working Paper No 5354 

Frey, C.B., 2015, How the digital economy could lead to secular stagnation, 
Scientific American, 312, 1     

Frigero, P., 2017, Reconsidering communication regarding economic 
phenomena: some hints from a complexity approach, Università Degli Studi 
Di Torino, Department of Economics and Statistics Working Paper No 40 

Godley, W. and F. Cripps, 1983, Macroeconomics, Oxford, Oxford University 
Press 

Godley, W. and M. Lavoie, 2007, Monetary Economics, basingstoke, 
Hampshire, palgrave macmillan 

Goodhart, C.A.E. and J.A. Meinhard, 2015, A Commentary on Patrizio Lainà’s 
‘Proposals for Full-Reserve Banking: A Historical Survey from David Ricardo 
to Martin Wolf’, Economic Thought, 4, 2, 20-31 

Goodhart, C.A.E., 2017, Whither Central Banking? LSE Research Online, 
http//prints.lse.ac.uk/69279 

Gorton, G.B., 2013, The Federal Reserve and Financial Regulation: The First 
Hundred Years, NBER Working Paper 19292 

Gorton, G.B. and G. Ordoñez, 2014, How Central Banks End Crises, PIER 
Working Paper No 14-205  

Green, R., 1992, Classical Theories of Money, Output and Inflation, London, St. 
Martin’s Press 

Greenwood-Nimmo, M. and A. Tarassow, 2013, A Macroeconometric 
Assessment of Minky’s Financial Instability Hypothesis, Universität 
Hamburg, Department of Socioeconomics Discussion Paper 6/2013 



108   References 

 

 

Greider, W., 2013, “Unusual and Exigent”: How the Fed can Jumpstart the Real 
Economy, Levy Economics Institute of Bard College Policy Note 2013/8    

Grubb, F.,  2013, The Continental Dollar: How the American Revolution was 
Financed with Paper Money, University of Delaware, Alfred Lerner College 
of Business and Economics Department of Economics Working Paper No 
2013-10 

_______, 2016, Colonial Virginia’s paper money regime 1755-1774: Value 
decomposition and performance, NBER Working Paper 21881.  

Grieve, R. H., 2015, Revisiting Cantillon’s Admirable Theory of Distribution 
and Value, Strathclyde Discussion Paper in Economics 15-06  

Hall, G.J., and T.J. Sargent, 2015, A History of US debt limits, NBER Working 
Paper 21799 

Hanappi, H. and M. Scholz-Waeckerle, 2016, Evolutionary Political Economy: 
Content and Methods, MPRA Paper No 75447 

Heise, A., 2016, Whither economic complexity? A new heterodox economic 
paradigm or just another variation within the mainstream? Discussion 
Papers, Zentrum für Ökonomische und Soziologische Studien No 58    

Hellwig, M., 2015, Financial Stability and Monetary Policy, Reprints of the Max 
Planck Institute for Research on Collective Goods, Bonn, 2015/10    

Hillinger, C., 2010, The Crisis and Beyond: Thinking Outside the Box, 
Economics The Open-Access, Open-Assessment E-Journal, Discussion 
Paper 2010-2 

Hirsch, M.W., S. Smale and R.L. Devaney, 2013, Differential Equations, 
Dynamical Systems, and an Introduction to Chaos, Oxford, Academic Press   

Ho, T-J., 2016, The Social Provisioning Process and Heterodox Economics, 
MPRA Paper No 72384  

Humpage, O.F., 2014, Independence within – not of – Government: The 
Emergence of the Federal Reserve as a Modern Central Bank, Federal 
Reserve Bank of Cleveland Working Paper 14-02   

Humphries, J. and J. Weisdorf, 2016, Unreal Wages? A New Empirical 
Foundation for the Study of Living Standards and Economic Growth in 
England, 1260-1860,  University of Oxford Discussion Papers in Economic 
and Social History No 147  

Irwin, G., 2008, Is the World Returning to 1970s stagflation? School of Oriental 
and African Studies, Centre for Development Policy and Research 
Development Viewpoint No 15 

Jackson, T., V. Peter and A.N. Ali, 2016, Towards a Stock-Flow Consistent 
Ecological Macroeconomics, WWWFOREUROPE  Working Paper No 114  

Jonasson, E., 2008, Rural Non-Farm Jobs-A Pathway out of Poverty? Poverty in 
Focus, International Poverty Centre No 16, pp 24-25 

Kalecki, M., 1943, Studies in Economic Dynamics, London, Allen and Unwin  
__________, 1953, Theory of Economic Dynamics, London, Allen and Unwin 
 __________,1971, Selected Essays on the Dynamics of the Capitalist Economy: 
1933-1970, Cambridge, Cambridge University Press     

___________,1976, Essays on Developing Economies, Sussex, The Harvester 
Press 



References 109 

 

 

Karayalcin, C., 2015, Property Rights and the Great Divergence: Europe 1500-
1800, International Review of Economics and Finance  

Koo, R.C., 2011, The world is in balance sheet recession: causes, cures, 
problems, real-world economics review, 58, 19-37. 

Kopsidis, M. and M. Ivanov, 2015, Was Gerschenkron right? Bulgarian 
agricultural growth during the Interwar period in light of modern 
development economics, European Historical Economic Society Working 
Paper No 82 

Krainer, R.E., 2010, Towards a Program for Financial Stability, Università degli 
Studi di Urbino “Carlo Bo” Facultà di Economia Working Paper-EMS 
#2010/08  

Kregel, J., 2010, Is This the Minsky Moment for Reform of Financial 
Regulation, Levy Economics Institute of Bard College Working Paper No 586  

_______, 2014, Minsky and Dynamic Prudential Regulation, Levy Economics 
Institute of Bard College Public Policy Brief No 131 

Lainà P., 2015, Proposals for Full-Reserve Banking: A Historical Survey from 
David Ricardo to Martin Wolf, Economic Thought, 4, 2, 1-19 

Laski, K., and H. Walther, 2013, Kalecki’s Profit Equation after 60 Years, The 
Vienna Institute for International Economic Studies Working Paper 100  

Leeper, E.M. and J.M. Nason, 2014, Bringing Financial Stability into Monetary 
Policy, Center for Applied Economics and Policy Research (CAEPR) Working 
Paper # 2014-03    

Lenton, P., M. Masiye and P. Mosley, 2017, Taxpayer’s dilemma: how can ‘fiscal 
contracts’ work in developing countries? The University of Sheffield 
Economics Research Paper Series No 2017004   

Long, N.V., 2010, Survey of Dynamic Games in Economics, Singapore, World 
Scientific  

Mazzucato, M. and G. Semieniuk, 2017, Public Financing of Innovation: new 
questions, Oxford Review of Economic Policy, 33, 1, 24-48 

Medio A. and M. Lines, 2001, Nonlinear dynamics: a primer, Cambridge, 
Cambridge University Press  

McCallum, B.T., 2012, The role of money in New Keynesian Models, Central 
Reserve Bank of Peru, Working Paper DT No 2012-019  

McKinley, T., 2008, The Globalisation of Inflation and Misguided Monetary 
Policy, School of Oriental and African Studies, Centre for Development 
Policy and Research, Development Viewpoint No.14 

McKinnon, R.M., 2014, Hot Money Flows, Cycles in Primary Commodity 
Prices and Financial Control in Developing Countries, Fondation Pour Les 
Études et Recherches Sur Le Développment International Working Paper 
109  

Milanovic, B., 2013, The return of “patrimonial capitalism”: review of Thomas 
Piketty’s Capital in the 21st century, MPRA Paper No. 52384 

Minsky, H., 1986, Stabilizing an Unstable Economy, New Haven, Yale 
University Press 

Mongin, P., 2017, A Game-Theoretic Analysis of the Waterloo Campaign and 
some comments on the Analytic Narrative project, MPRA Paper No 78029 



110   References 

 

 

Nersiyan, Y., 2015, The Repeal of the Glass-Steagall Act and Consequences for 
Crisis Response, Ford Foundation/Levy Economics Institute of Bard College, 
Reforming the Fed’s Policy Response in the Era of Shadow Banking, Chapter 
4  

Papadimitriou, D.B., M. Nikiforos and G. Zezza, 2015, Greece: Conditions and 
Strategies for Economic Recovery, Jerome Levy Economics Institute of Bard 
College, Strategic Analysis 

______________________________________, 2016, A Complementary Currency 
and Direct Job Creation Hold the Key to Greek Recovery, Jerome Levy 
Economics Institute of Bard College One-Pager No 52 

Palley, T.I., 2017, Monetary Policy and the Punch Bowl: The case for 
quantitative policy and wage growth targeting, Macroeconomic Policy 
Institute Working Paper No 177 

Passarella, M.V., 2016, A Marx ‘Crisis’ Model: The Reproduction Schemes 
Revisited, Post Keynesian Economics Study Group Working Paper 1610 

Pérez-Caldentey, E. and M. Vernengo, 2012, The Euro Imbalances and 
Financial Deregulation: A Post-Keynesian Interpretation of the European 
Debt Crisis, Levy Economics Institute Working Paper No 702   

Picek, O., 2015, A national public bank to finance a euro zone government: 
Getting the funds for investment and recovery packages, New School for 
Social Research, Department of Economics Working Paper 12/2015 

Pilkington, P., 2013, The Continued Relevance of Tax-Backed Bonds in a Post-
OMT Eurozone, Levy Economics Institute of Bard College Policy Note 
2013/10  

Pivetti, M., 1991, An Essay on Money and Distribution, London, Macmillan 
Poznar, Z., 2014, Shadow Banking: The Money View, Office of Financial 
Research Working Paper 14-04 

Quesnay, François, 1759, Tableau Économique  
Rockoff, H., 2010, Parallel Journeys: Adam Smith and Milton Friedman on the 
regulation of banking, unpublished  

Russi, L. and T. Ferrando, 2015, ‘Capitalism A Nuh’ Wi Frien’: The Formatting 
of Farming into an Asset, from Financial Speculation to International Aid, 
Institute for the Study of Political Economy and Law, Research Paper 
Repository, International University, College of Turin     

Ryan-Collins, J., T. Greenham, R. Werner and A. Jackson, 2016, Where does 
money come from? London,  creative commons 

Sakai, Y., 2016, Frank H. Knight on Market Thinking: Reflections on the Logic 
and Ethics of the Capitalist Economy, Shiga University, Center for Risk 
Research Discussion Paper No A-22 

Scarano, G., 2013, Quantity Theory, Say’s Law and Effective Demand in Money 
Theories, Dipartimento di Economia Università degli studi Roma Tre 
Working Paper n0 181   

Schumpeter, J.A., 1951, The Theory of Economic Development, Cambridge, 
Harvard University Press 

Shiller, R., 2011, Irving Fisher, Debt Deflation and Crisis, Cowles Foundation 
Discussion Paper No 1017 



References 111 

 

 

Solomon S., and N. Golo, 2014, Minsky financial instability, interscale 
feedback, percolation and Marshall-Walras disequilibrium, unpublished 

Subrun, J. and P. Turner, 2015, Bond markets and monetary policy dilemmas 
for the emerging markets, BIS Working Paper No. 508  

Sugden, R., 2016, Ontology, Methodological Individualism, and the 
Foundations of the Social Sciences, Journal of Economic Literature, 54, 4, 
1377-1389  

Tesfatsion, L., 2017, Modeling Economic Systems as Locally-Constructive 
Sequential Games, Iowa State University, Department of Economics Working 
Paper No 17922 

Tisdell, C. and S. Svizzero, 2015, Rent Extraction, Population Growth and 
Economic Development: Development despite Malthus’ theory and 
precursors to the Industrial Revolution,   The University of Queensland, 
Economic Theory, Applications and Issues Working Paper No 73 

Turner, P., 2011, Is the long-term interest rate a policy victim, a policy variable 
or a policy lodestar? BIS Working Paper No. 367  

Tymoigne, E., 2008, Minsky and Economic Policy: “Keynesianism” All Over 
Again? Levy Economics Institute of Bard College Working Paper No  47  

Ugolini, S., 2011, What do we really know about the long-term evolution of 
central banking? Evidence from the past, insights for the present, Norges 
Bank Working Paper 2011/15   

Vozna, L., 2016, How Economists can use the Laws of Physics: On the example 
of the Notion of Entropy in its Application to the Some Economic 
Conceptions, STOREPapers, Italian Association for the History of Political 
Economy Working Paper 1-2016    

Vredin, A., 2015, Inflation targeting and financial stability: providing policy 
makers with relevant information, BIS Working Paper No 503 

Wallis, P., J. Colson and D. Chilosi, 2016, Puncturing the Malthusian delusion: 
Structural change in the British economy before the industrial revolution, 
1500-1800, The London School of Economics and Political Science, 
Economic History Working Paper No 240/2016  

Weber, W. E., 2015, Government and Private e Money-Like Systems: Federal 
Reserve Notes and National Bank Notes, Bank of Canada Working Paper 
2015-18 

White, W.R., 2013, Is Monetary Policy Still a Science? Federal Reserve Bank of 
Dallas, Globalization and Monetary Policy Institute Working Paper No 155  

Williamson, S.D., 2015, Current Federal Reserve Policy Under the Lens of 
Economic History, Federal Reserve Bank of St Luis Research Division 
Working Paper 2015—15A  

Wray, L. R., 2011, Is There Room for Bulls, Bears, and States in the Circuit? Levy 
Economics Institute of Bard College Working Paper No 700  

__________, 2012, A Meme for Money, Levy Economics Institute of Bard 
College Working Paper No 736 

__________, 2015,  Chapter 7: Minsky’s approach to prudent banking and the 
evolution of the financial system, Reforming the Fed’s Policy Response in 
the Era of Shadow Banking, Ford Foundation, Levy Economics Institute of 
Bard College 



112   References 

 

 

Wray, L.R., and X. Liu., 2014, Options for China in a Dollar Standard: A 
Sovereign Currency, Jerome Levy Economics Institute of Bard College 
Working Paper No 783 
 



 

 

Index 

A 

Agriculture, 2, 6, 21, 37, 40, 41 

B 

Banks, 20, 25, 26, 28, 29, 32, 33, 34, 
35, 36, 39, 41, 43, 44, 45, 46, 47, 
48, 50 

Basics, 8, 16, 17, 22, 36, 37, 40, 92 

C 

Central Banks, 7, 27, 28, 34, 37, 47, 
80, 83, 91, 95, 96, 98 

D 

Departments, 8, 10, 11, 12, 17, 18, 
36, 37, 41, 103 

Discount rates, 67, 72, 78 

G 

Godley-Cripps, ix, 13, 15 
Godley-Lavoie, 13, 52 

I 

Investment, 3, 8, 10, 12, 13, 14, 15, 
17, 19, 20, 24, 25, 26, 28, 32, 33, 
34, 35, 36, 37, 38, 39, 43, 53, 54, 
59, 60, 64, 69, 76, 91, 92, 95, 97, 
104, 110 

K 

Kalecki, 7, 8, 9, 16, 17, 18, 19, 20, 
21, 94, 108, 109 

L 

Landlords, 21, 22, 54 
Liquidity, 13, 14, 25, 28, 32, 33, 46, 

48, 51, 52, 69, 70, 83, 84 
Loans, 5, 13, 25, 28, 29, 32, 33, 35, 

36, 48, 52, 67, 84, 85, 88, 89, 91, 
95, 98, 100, 104 

M 

Marx, 7, 9, 10, 36, 110 
Minsky, ix, 5, 13, 14, 15, 40, 69, 74, 

75, 80, 100, 106, 109, 111 
Money, 6, 38, 39, 43, 46, 50, 106, 

107, 108, 109, 110, 111 

P 

Profits, ix, 3, 5, 7, 8, 9, 14, 15, 16, 
17, 18, 19, 20, 22, 24, 25, 26, 29, 
31, 32, 34, 35, 36, 47, 53, 59, 61, 
97, 100 

R 

Rate of interest, 9, 13, 16, 20, 27, 
28, 35, 38, 39, 47, 48, 49, 70, 83, 
85, 94 

Rentiers, ix, 22, 34, 74, 75, 76, 92 



114   Index 

 

 

S 

Schumpeter, 6, 7, 13, 25, 40, 88, 
110 

Stock-Flow Norms, 28, 32, 48 

T 

Taxes, 5, 14, 16, 17, 25, 27, 34, 43, 
50, 51, 81, 92, 93, 95, 96, 97 

W 

Wages, ix, 4, 8, 9, 15, 17, 18, 22, 38, 
54, 64, 74, 93, 95, 100, 108 

Workers, ix, 1, 6, 8, 10, 18, 21, 22, 
23, 24, 36, 37, 38, 55, 63, 72, 74, 
76, 92, 104 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

 



 

 

 


