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Abstract

The aim of the paper is threefold. It first triesdevelop the real side of Stock-Flow
Consistent models while introducing three sectespecially one “input sector”. Secondly,
the paper analyses the consequences of the usenafpsonistic power by one of the sector,
illustrating what can be at stake in subcontractie@tionships in the economy. It then
stresses a double domination phenomenon undergoamall firms: they are dominated by
big firms and by banks. It concludes that the cditipe situation in which the small firms
are can be negative for the economy as a wholeese firms try to report price cuts on

workers either through wages’ restraints or produgtpressures.
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Introduction.

Since Lavoie and Godley published their seminalepap 2001, the stock-flow
consistent way of modelling economic activity haecdme very fashionable among Post
Keynesians, especially those interested in findnarad monetary analysis. Stock-flow
consistent models bring a consistency between staoll flows, and so avoid “black holes”
(Zezza and Dos Santos, 2004, p: 84) and inconsiagsumptiond.This discipline allows for
taking historical time seriously with the represginn of a capitalist system that stresses
traverse and shifting equilibria. However, as Kig0@6) points out, there has been little
development in models including two sectors. SF@ewhave indeed been developed with
a vertically integrated firms sector, producing msvn capital goods, and producing
consumption goods with labour. Kim (2006) provides his part a two-sector model with
target return pricing.

In this paper, we try to go further by adding adrsector to the model. We build a
model where the consumption good sector is notgrated but buys a primary good to
another sector (the input sector), both buying tehgioods to the investment sector. In
particular, we will analyse what happens when tlaeeesubcontracting relationships between
the consumption good sector and the primary gootbseln that framework, we can model
an economy where the consumption sector is compotedsmall number of large firms
whereas the input sector is composed of a largebeumf small firms. This means that the
consumption sector can use monopsonistic powenpmse price cuts to the input sector. But
small firms of the input sector are not only donbataby the consumption sector, but also by
banks, who impose them higher interest rates anid tredit due to their smaller size and
higher risk.

The paper is divided into four sections. In thestfisection, we discuss the links
between the three different sectors, sometimestiited by French examples. In the second
section, we will build the social accounting magsxand establish the behavioural equations.
The third section will be devoted to simulations tve basis of chosen shocks. The last
section will be devoted to economic policy discassi concerning the recurrent claims for

competition enhancement.

! SFC modelling is no longer economics, if one heliethe famous definition of economics attributeditichal
Kalecki (see Godley and Lavoie, 2006, p. 1): “| @&d@und out what economics is; it is the scienceonifusing
stocks with flows.”



Real side of stock-flow consistent models.

SFC modelling has become increasingly fashionafrlenggy Post Keynesian economists
since the publication of the “Lavoie-Godley” mod&l2001 in theJournal of Post Keynesian
Economics Since then, a lot of developments have been waetlie However these
developments often deal with the financial and/@ngtary sides of the model. This trend is
logical since it is precisely the purpose of thetdkof model to focus on these aspects. The
development of the real side of SFC models is moy ¥requent, if not inexistent for the
moment. The decomposition between several secsorsot very widespread among Post
Keynesians. For example, Lavoie (1992), Lavoie Radnirez-Gastén (1997) build a two-
sector Kaleckian model. For his part, Kim (2006)aduces two sectors in a SFC model. But
the distinction always concerns the difference ketw the investment sector and the
consumption sector. In this paper we want to bnmg third sector so as to build a relation
between the production of consumption goods andhpat which is required to produce
them. This kind of disaggregated framework is neallsent of the Kaleckian models, except
in Harck (1980) and Harck (1981).

However, these relationships between sectors camihgortant consequences. A notable
one is the fact that the link between these twaosge@an be more complex than a simple
“buying” relationship. To the contrary, the consuimp good sector can try to develop sub-
contracting relationships with some firms of thénmary sectof. Sub-contracting implies a
subordination link: the “order giver” decides oktlquality and the quantity of the primary
good produced. If, as is the case in France, tderagiver sector is composed of a small
number of big firms and the primary sector of a dbtsmall firms, the order-givers have
indeed some monopsonistic power. They can usepthwer to make prices of the primary
product decrease. If economists have always imsistemonopoly power, they have much
less underlined the power a firm can have on theegrof its inputs. In some important
industries, like cars industries or supermarketg, ¢vidence for France reports that the
practice can be to impose 2 or 3% price cuts eaahtp suppliers.

The big problem from the analytical point of viesvthat if one uses usual pricing
policies (mark-up pricing, full-cost pricing or evdarget return pricing) in a Kaleckian
model, the price cut in input goods will be passedthe price of consumption goods

mechanically. This will also be interpreted as m@e margin reduction for the primary

2 We will not discuss here of the reasons why fimas develop subcontracting instead of own productio



sector. But in the real world, on the one hand irgice cuts are not necessarily passed on by
big firms, and on the other hand suppliers cantdryeport the price cut to other agents,
notably on workers through wage cuts “agreemerafién presented as the only way to
make the firm survive. This is precisely what wdl wiy to do in the paper. We will thus

examine two types of mechanisms:

» First, the order-giver firms can maintain theircgriwhile imposing cost reductions in

the price of their inputs;

» Second, order-taker firms may try to transfer, gflonot immediately, these price cuts
to workers while trying to reduce wages, if we assuas Dallery and Van Treeck
(2009), that in an economy where different sociabugs have different, not
necessarily compatible objectives and differentlitgbto impose them, conflicts
prevail and so one class of agents may transfeadjgstment constraint to another

one which is not dominant (workers in this case).

In such a framework, it is necessary to make someegpexogenous in the model, at least
at the beginning in order to study the dynamicshef model. The model we will present is
thus composed of three producing sectors, one pnoglucapital goods for every sector
(including itself), a second sector producing priyiaput goods for the third sector, which
produces consumption goods.

Our model will thus focus on a domination phenonmenbsmall suppliers by big firms.
As is commonly said, small is beautiful but bigomwerful. However this is clearly not the
only domination small firms are subjected to. Srfiaihs are also dominated by banks. There
are several reasons why small firms are more ddednly banks than big firms are. First,
there is a “size effect” which insures the lendat the will be reimbursed one way or another.
Here it is the “too big to fail” theorem that amdi the current crisis is a good example of a
situation where big firms are helped by governmémtsause letting them going bankruptcy
would represent a too big risk for the economy. tAé opposite, a small firm going
bankruptcy is not a danger for the economy. Thers¢aeason concerns the sources of
finance available to firms. Big firms are in gerédiated firms which can get money by
issuing shares, whereas small (non listed) firnmtado it, or can do it but not in the same

proportions. Small firms are thus more dependerbanks in their activity. For banks, small



firms are more risky. All that explains why banksngrally apply higher interest rates to
small firms, and also limit credit. Small firms dhais “double dominated”.

[l. The model.

a. Structure of the model.
We start by making some simplifying assumptionspider to isolate the real side of the
economy.

I.  There is no government nor foreign sector;

ii. The economy is composed of five sectors: househdbdsks,
investment firms, input firms (or “primary” firmsnd consumption
firms;

iii.  There is no overhead labour,;

iv.  There are no equiti&s

v. There is no depreciation;

vi.  The input good is only a cost for the consumptieat@r: the output
of the primary sector is entirely determined by th&put of the
consumption sector, given a fixed proport@nThis input does not
affect the productivity of workers. One may imagitieat the

consumption sector just buys the primary good asdle it as it is.

Table 1 presents the balance sheet matrix of aanay. The consumption sector is denoted
as subscript “ c¢”, the primary sector as subsctiph” (as manufacturing), and the
investment sector as subscript “_i".

<Insert Table 1 here>

Table 2 presents the stock matrix, which is verypteé as we assumed away equities and
portfolio choices.

<Insert Table 2 here>

% This assumption may appear too unrealistic, buinsist on the fact that we only want to examire rial side
of the model and let the introduction of equitiesfuture research.



The next step is to present the accounting idestttiat come from the transaction matrix.
() W, +W,, +W + 10 + 10 + 112 + 1) = pg, +AM

(i) PO = Py Oy *We + 1T +i [,

(i) p,0, =W, +M0_ +i 0L ,

(iv) pl, =Ny +AL,

(V) pl, =M, +AL,

(V) plctpln+ Rl =W +M;+i L,

(vii) pl, =N +AL

(viii) AL, +AL,+AL =AM®

(ix) Mg =n,-ng

()M, =M, -,

xi) nY =n,-n?

(xiiy M, =i O +i O +i 0L

(xiii) M0 =0,

(xiv) AM® =AM ®

We have here 14 accounting identities includingéntrivial” rows'. We will have to use 13

of these equations and use one as the hidden equatcheck the consistency of the model.

The last non-trivial row (equation (xiv)) will bessigned to this role.

b. Households
We then have to define the behavioural assumpti@oscerning households, they are
assumed to consume a parbétheir current wage, a part af their current money stock and
a part g of distributed profits:
C=a,[W, +W, +W) +a,[M* +a,[NJ + Ny +M7 +117)
The flow of demand for money (i.e., household autrisaving) is just the difference between

households’ revenue and their expenses:

AM® = (W, +W,, +W) +(N +M 0 +NP +17) -C

4 A non trivial row is defined as a row that contaat least two different variables.



c. Firms

We assume that firms have a desired rate of aceaiioml and a desired amount of
investment:

d — d . .

I/ =9, K, U =c,m,l.
We assume a rather traditional desired accumulafiomction: the desired rate of
accumulation depends on animal spirits of firms, thte of cash flow (rate of undistributed

profits), the rate of capacity utilization and ofirencial condition index (fci) which denotes

the financial situation of firms.

97 = Vo + ¥4y 0"+ [y + sy L,

fci, =i, ey,

The desired amount of investment leads to a deairalint of external finante
¢) =p0j-ny

rf=nY /(pi [IKJ.)

Ievj = Lj_ll(pi EIKj_l)

I'IL]-J =M, - I'I'j3

l_llj3 =(1_Sf)|:|ni

The equations of profits are specific to each secto
I_IC:pcmC_WCENC_pmmm_iCDLC
nm:pmmm_WmDNm_imD]‘

m

M, =p 0 —w N —i;

The utilization rates are defined as:
— FC

u; =q;/q

and

9 =K,/lo;, o=0 [

® In the model we will introduce some parameterassto ensure that the desired external financeviem
negative.



The total level of employment in each sector isegi\by the ratio of the output and the

productivity level:

Nj =a; /4,

The level of full employment for the economy asl#le is given by:

Nee = Z(QJFC/,UJ')

j=c,m,i

Which yields a particular but operative definitiofithe unemployment rate:

Nee — _ZNJ.
Un - J=Cc,,m
NFE

The determination of the levels of outputs is vigpgcific to each sector:

p.g. =C which yields g, =(C/p,)

The consumption sector is supposed to use a fikgabption of the primary good for its own
production:

O, = alg,

Finally, the output of the investment sector isada the three sectors’ investment expenses

for the period:

pg =p .+l +1)=q = +1,+1)

d. Prices and wages determination
We assume the price of the consumption sector tacdrestant, so as to examine the

consequences of costs cuts which are not passaeythto the consumer.

pc = pcO

The price of the investment good is equal for laig  a simple mark-up pricing policy:

p=@Q+E)w/y



Concerning the price of the intermediate good, w# assume that it is subject to a
bargaining process between firms of the primaryasseand those of the consumption sector,
each sector referring to a target price (which seenbe the case in the real world bargaining

process about prices of inputs):
Pm = WP+ (L-W) Py
with W the bargaining position of the consumption firnps, the price of primary products

targeted by consumption firms ang} the targeted price of the primary firms for itsrow

product.
Concerning wages, we will suppose that they arerdehed by a conflict between firms and

workers in each sector:
w; =4, m‘/; +@-A)W".
With A, the bargaining position of firm's{,/T/jf the targeted wage of firms and'the targeted

wage of workers.
The total wage bill in each sector is thus:
W, =w; [N,

e. Banks

Banks are in our artificial economy a key agenteifbehaviour is very important for
the activity of firms and the behaviours of othgeumts. Banks operate by lending money to
firms for their investment expenses, and applyed#ht interest rates to these loans. We
introduce several specific behaviours.
First, we will assume, as Le Héron and Mouakil @0do, that banks can limit credit.
Following them, we assume that banks can say “adhé external finance desires of firms.
This does not mean that money becomes exogenojust lineans that the desired rates of
accumulation of firms are not always achieved dubanks’ behaviours. The extent to what
banks limit credit will depend on several thingstably the risk of borrowers. Banks will
lend less money to firms judged as riskier. Theeamir our analysis is that banks consider
small firms to be more risky than big firms, yieldiless accepted external finance to small
firms than to big firms. Moreover, the more indebfems are, the riskier they are. And, the

more profitable they are, the less risky they are.



The second specific behaviour is that banks apgfgrdnt interest rates depending on the
risk of firms. Not only do they limit credit to Ky firms, but they also apply them higher

interest rates.

What we will assume now is that the firms of thpunhsector are the riskiest firms, because
they are small, they can’t issue shares and bambw khat the price of their product (so their

turnover) is in part determined by the firms of tmsumption sector, who are for their part

big, powerful and less dependent to bank credit.

The accepted external finance is thus:
¢ = f2- '—Rj)@?
LR, = LR, + &, ev, —&,; 7,

This gives birth to the realised or effective inmesnt expenses (Le Héron and Mouakil,
2008):

Ij :(I-leJ +¢?)/ B

Concerning interest rates, we have (Le Héron andadib2008):

i, =i, ({L+LR), i,being some kind of central bank base interest rate.

lll.  Simulations.
[11.1. One shot rise inp,

In a first step, we will briefly present some ttamhal results for Post-Keynesian
economists. Due to a pressure to raise profit 40 astisfy greedy shareholders in a context
of financialisatior® we assume an increase in the price of the consomgoods. Firms of
the consumption sector are the big firms in whidaricialisation pressures for profit are the
most relevant. Here, we assume first that thesesfvill try to increase their profit margin by

increasing their prices, other things being eqliak consequences are straightforward: the

® See Hein and van Treeck (2008), Dallery (2009 altery and van Treeck (2009) for an analysis of
financialisation.
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increase in consumption goods’ prices leads tap ar the purchasing power of all workers,

since wages remain constant. This first simulasibows us to reproduce some standard Post-

Keynesian results. In this first case, the econ@rgxperiencing decreases in its growth rate,

its utilisation rate and its profit rate (see Figut). In the Bhaduri and Marglin (1990)

terminology, it means that the growth of the econasnwage-led §g /07 <0), its demand

regime is stagnationiso(i/dn <0), and capitalism is cooperative, since the negagiffect

of decreased utilisation on the profit rate overpensates the positive effect of increased

margin @r /dn< 0.
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Figure 1: effects of a one shot rise

" It may not necessarily be clear enough on thetgrapt the value of the profit rate for the constimpgoods
sector stabilizes at a lower level in the long mespite the initial increase due to the incregsetit margin

(see Figure 1).
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[11.2. Profit requirements and the report of thenstraints on the workers of the

consumption sector

Facing strong competition on their market (notablye to the arrival of new

competitors stemming from emerging countries) fitmes of the consumption sector may not
necessarily be in such a position allowing theminicrease their prices, so as to boost
profitability for shareholders. If the firms of tli®nsumption sector suffer from competition
pressures and lacks of power on the prices of tfeads, they will try to increase their profit
margin by reducing their costs. In a first case, wi# assume that the firms of the
consumption sector will try to report the consttaoh shareholders’ greediness on their own
workers, by strengthening their wage target in waaygaining.
The first effect of such a policy is a reductiontlie money wage of the consumption sector
workers. Since, the price level remains unaffedteel real wage of the main part of the labour
force is reduced. This case typically illustrates tparadox of costs”, according to which a
reduction of wages is a reduction of costs, big &ll the most a reduction of demand. If one
looks at Figure 2, one can see more or less the sdiects than before: the economy is still
wage-led (inverse relationship between growth dred grofit share), stagnationist (inverse
relationship between utilisation rates and theipsbfare), but, with the new sharing of wealth
in the consumption good sector, the economy seets how conflictive (positive, but weak,

relationship between the overall profit rate ans phofit share).

12
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Figure 2: effects of a one shot dropvr.

11.3. One shot cut inp;,

Another way for firms of the consumption sectoragse their profit margins and satisfy
shareholders’ greediness is to reduce inputs’ cdstghe previous section, costs reduction
was oriented towards labour costs reduction. Hem®,are now going to examine what
happens if the price of the primary product is il once without any change in other
parameters. More precisely, we will suppose thatttrget price of the primary product by

the consumption sectomp;,, decreases nearly by 3 %. The first effect of sathing is to

decrease the actual price of the primary product.

As is shown in Figure 3, in a first time, this leath a higher rate of profit for the
consumption sector and a lower one for the prinsagtor, the investment sector being only

slightly affected. This leads however to a declm¢he rate of utilization of the consumption

13



sector and to a rise in the one of the primaryaseéior the two sectors, the mechanisms at
work are the same: for the primary (respectivebnsumption) sector, the decline in the price
of the primary product means a lower (resp., highesfit margin; Then, initially, for a given
level of capacity utilisation, it leads to a lowgesp., higher) profit rate; This lower (resp.,
higher) profitability discourages (resp., stimugtavestment, so that capital accumulation is
reduced (resp., fostered); But, then, in a secame,tfor given demand conditions, the
decrease (resp., increase) in capital accumulatiakes the growth of productive capacity
become inferior (resp., superior) to the growtldeiand, so that the utilisation rate goes up
(resp., goes down); This last effect stimulatesgrediscourages) both the profit rate and the
accumulation rate. This causal chain explains ¢asans why, after the initial negative (resp.,
positive) shock on profit margin and consequentlypoofit and growth rates for the primary
sector (resp., the consumption sector), the uiitirarate increases (resp., decreases) and

stabilises the economy of this productive sector.

In the aggregate, the main result is that if weehavook at ratios of the whole economy, we
can see that the average profit rate is left naarbffected by this shock, and so is the rate of
growth of employment. The rate of unemployment lightly increased, because of the

decline in the utilisation rate of the consumptgettor prevailing over the increase in the

utilisation rate of the primary sectbr.

8 Despite the comparative sizes of change, the ehamngtilisation of the consumption sector is mionportant
because this sector is more weighted than the otheotal production, and just as employment.

14
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Figure 3: effects of a one shot dropfin

[11.4. Report of the constraint on the workerslu primary sector.

their price. But they can of course adjust thestso

Things may of course go differently if the primasgctor tries to adjust to this
constrained, lower profit margin by reporting thaden of change on their workers. That is
to say, in order to meet the requirements of thesemption sector in terms of prices, and
instead of reducing its profit margin, the primagctor may try to set a lower price by
lowering its wage rate, be it directly or by cordihg agreements with workers to raise the
number of worked hours without paying them, or eliging new less-paid workers. Due to

the assumed competition between sub-contractoes,nmey think that they cannot impose
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If shareholders’ pressure for profit is transfertedhe firms of the primary sector through a
drop in their prices, and then to the workers ampry sector firms through a proportional
reduction of their wages, the dynamics of the eacon depicted by Figure 4.

In this case, the economy undergoes the same teydesn before, but the scale of changes
in growth and profit rates are far more negligitMéhat is noteworthy in this configuration is
that the increase in the unemployment rate is faremmportant. The reason is relatively
simple. Since the primary sector has managed tepre its profit margin, the initial shock
on its capital accumulation is lower than beforbeTgrowth of its productive capacity is
limited, but it is still superior to the growth alemand, so that the utilisation rate of the
primary sector goes up, but less than before. imgeof employment, it means that the
decrease of employment in the consumption sectoo ibnger counterbalanced by a strong
increase in employment for the primary sector.Ha énd, the unemployment rate goes up
more than in the previous case. Moreover, we camcex@n initial, small drop in the
utilisation rate of the primary sector. This effeéesults from the transfer of constraint on
workers’ shoulders. The drop in primary sector veageplies a reduction of consumption for
the consumption sector, and so a reduction of ddnfi@nthe primary sector (consumption

goods are made with the input good, in a fixed propn o).

16
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Figure 4: effects of a one shot drop{ifin followed by a proportional drop W' m

[11.5. Report of the constraint on productivitytbe primary sector.

Another way for the primary sector to adjust to plosver of the consumption sector is
to try to enhance the productivity of workers. What mean here is that firms of the primary
sector, instead of reducing wages - which couldiffecult and unpopular-, may try to make
people work a bit more intensively, or reduce weoskereaks. This kind of productivity gain
does not lead to any income distribution. It isyotdsigned to restore the rate of profit of the
primary sector by enhancing the pressure over werké/e can call it “pathological”
productivity gains as it does not lead to more e@sps in new investment goods or expenses
in research and development. We thus introduceva canflict about the rhythm of the

production process for workers:
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Mo = Ho * BDHy, + A= B)D Iy

This equation means that the productivity of woskierthe primary sector is determined by a
“basic productivity” 1, and by a conflict over some minor adjustmegi’,AzZ* in Yhe
working conditions, which increases or reduceslthasic productivity.

Again, we will assume for purpose of simplicity thahen R, decreases, it reinforces the
bargaining position of primary firms over the protivity determination (i.e. we suppose that

the decrease in the price of the primary produahges3).
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Fig.4 Effect of a 3 % cut |r;~)fn reported to the productivity of workers of the paim sector.

As can be seen, the macroeconomic consequenceglofasreport are the same as
when the constraint is reported on wages. Theahtsmemployment will increase and the
rates of accumulation will be lower than beforeisTkind of report may seem to be more
frequent as it could be unpopular to make workexejpt wages cuts. But here the rise in

productivity is not created by the rise in investinexpenses. It just comes from a deeper
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pressure over workers in their working time. Thisdkof “pathological” productivity gains

can be damaging for the economy as a whole.

Conclusion

The paper drafts interesting conclusions on theé see of SFC models. While
developing several sectors and especially one isgctor in this kind of model, we are able
to model subcontracting relationships in the econolnwe assume that “order-givers” are
bigger than “order-takers”, we can deduce that thetysome monopsonistic power. Order-
givers can use this power to achieve input prices ¢hey will not pass through to the
consumer. Order-takers are thus in a situationoafpetition, and cannot refuse these price
cuts. Neoclassical theory would thus conclude tbampetition would make margins
decrease. As we showed, this is not the only,anithe most, this is not the most plausible
case for the firms of the primary sector. But iR@st-Keynesian perspective, i.e. in markets
without auctioneers and with pricing policies (L£898), there is no reason why primary
firms would accept to see their unit margins desgedverything leads to suppose that
primary firms will try to adjust their costs, esply their labour cost, to this new situation.
Competition thus leads firms to try to maintainith®argins and certainly not to let them
decrease. In our discussion, primary firms had ways of maintaining their unit margins:
lowering wages and improving productivity. In eithease, the macroeconomic impact is
negative, and the consumption sector can only @iaints profit rate if the primary sector
doesn’t completely offset the price cut by lowerimgges or improving productivity. Letting
competition rule economic activity can thus havendging consequences as each agent will
try to report the constraint on another one. Inedé@lised markets with different bargaining
position, competition will be passed on by everg omtil it reaches the weakest agent in the
economy. We hope this kind of discussion will setuere research about the Post Keynesian

and heterodox conception of competition in econmyatems.

19



REFERENCES

Dallery, T. (2009, forthcoming), “Post-Keynesianebhies of the Firm under Financialization”,
Review of Radical Political Economics.

Dallery, T., Eloire, F. and Melmigs, J. (2009, Fmdming), « La Fixation des Prix en Situation
d’Incertitude et de Concurrence : Keynes et Whiteméme Table », Revue Francaise
de Socio-Economie.

Dallery, T. and van Treeck, T. (2009, forthcomiri@onflicting Claims and Equilibrium
Macroeconomic Adjustment Processes in a Stock-Eowsistent Macromodel”,
Review of Political Economy.

Harck, S. “Primary Products in a Kaleckian Two-8edflodel of Output and Distribution”.
(1980), Australian Economic Papers, 19, pp. 126-146

“The Supply Side in a Post-Keynesian Twat@dViodel”. (1981)Journal of
Economics (Zeitschrift fir Nationalokonomiepl. 41(1-2), pp. 1-26.

Hein, E. and van Treeck, T. (2008), “Financialisat in Post-Keynesian Models of
Distribution and Growth — A Systematic Review”, IMKorking Paper, n°10/2008.

Kim, J.H. (2006), “A Two-Sector Model with Targeefirn Pricing in a Stock-Flow Consistent
Framework.” Robinson working paper, University dtawa.

Lavoie, M. (1992)Foundations of Post-Keynesian Economic Anajysisvard Elgar.

Lavoie, M. and Godley, W. (2001-02), “Kaleckian Masl of Growth in a Coherent Stock-Flow
Monetary Framework: A Kaldorian ViewJournal of Post-Keynesian Economigsl.

24 (2), pp. 277-311.

Lavoie, M. and Ramirez-Gaston, P. (1997), “Travensa Two-Sector Kaleckian Model of
Growth with Target-Return PricingThe Manchester Schqalol. 65 (4), pp. 145-1609.

Lee, F.SPost Keynesian Price Thegrdi©98, Cambridge University Press.

Milberg, W. “Shifting Sources and Uses of Pro8ustaining U.S. Financialization with Global
Value Chains”. (2008)X.conomy and Societyol. 5 (21).

Zezza, G. and Dos Santos, C. (2004), “The Role afidfary Policy in Post-Keynesian Stock-
Flow Consistent Macroeconomic Growth Models”, in Mwvoie and M. Seccareccia
(eds.),Modern Banking in the Modern Worl&dward Elgar, pp. 183-208.

20



TABLE 1. Transactions matrix

Firms ¢ Firms m Firms i Banks
Households >
current capital current capital current capital current capital
Final
- +
consumption Pl Pl 0
Intermediate
- +
consumption PrnCm P 0
c - P |:Ic Ll Y Dc 0
Investment | m -p O, | tp O, 0
[ +p O, -p 0, 0
c +W, -W, 0
Wages | m +W,, -W, 0
i +W -W, 0
D
c +1M¢ -, +¢ 0
m +Mp -n +MnY 0
Profits S i i

B +M3 -M, +MY 0
c —-i ., +i O, 0

Interest . :
payments | ™ [ +i, 0, 0
[ —i; O, +i, O, 0
c +AL, -AL, 0
ALoans | m +AL,, -AL,, 0
i +AL, - AL, 0
AMoney -AM ¢ +AM S 0
> 0 0 0 0 0 0 0 0 0 0
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TABLE 2. Balance sheet matrix.

Households Firms c Firms m Firms i Banks >
Capital P K, p K, p, K, p. (K. +K,, +K))
Loans -L -L -L L.+L,+L 0
Money +M ¢ -MS 0
2 +M pK-L | pIK, =Ly | pEK L 0




