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Setting the Pace of Capitalism 
- A Post-Keynesian Perspective on Interest and Profits as a Monetary Phenomenon 

 

1. INTRODUCTION 

1.1 Background 



1.2 Aim and Purpose 



1.3 Structure of Analysis and Existing Literature  





2. EARLIER THEORIES OF INTEREST: NEOCLASSICAL AND HERETICAL 

2.1 Neoclassical Theory of Interest 









2.2 Establishing Interest as a Monetary Phenomenon: The Exogenous Money View 







2.3 Euthanasia of the Rentier by Monetary Means 









2.4 After the General Theory 
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3. APPLYING THE ENDOGENEOUS THEORY OF MONEY 

3.1 The Theory of Endogenous Money 



𝑀

𝐷 𝐶 𝑀 = 𝐷 + 𝐶

𝐻

𝑅 𝐻 = 𝑅 + 𝐶 𝐶/𝐷

𝑅/𝐷

𝑀 = 𝐻
1 + 𝐶/𝐷

𝑅/𝐷 + 𝐶/𝐷

𝑀 𝐻

𝐻 𝑅





3.2 Keynes’ Liquidity Preference 



3.3 Wicksell’s Natural Rate of Interest  





3.4 The ‘Gibson Paradox’ and the Direction of Causality 





4. INTEREST AND PROFITS AS A MONETARY PHENOMENON: APPLYING A 

POST-KEYNESIAN PERSPECTIVE 

4.1 The Reef of Error: Abstinence, Scarcity and Money Exogeneity 



4.2 A Post-Keynesian Challenge to the Natural Rate of Interest 









4.3 A Monetary Theory of Interest  

𝑖𝑙

𝑖𝑙 = [1 + 𝑚𝑘  (𝜀)] 𝑐𝑜𝑠𝑡𝑠 + 𝜋𝑒

𝑐𝑜𝑠𝑡𝑠 𝑚𝑘

𝜀

𝜋𝑒

𝑝 𝑝 = 𝑚𝑢 + 𝑛𝑝̅ 𝑢 𝑝̅

𝑚 𝑛
𝑚

1−𝑛

𝜀





4.4 A “New” Perspective 



5. CONCLUSION 
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