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*I have greatly benefited from discussions with Daniel Pichoud, Thomas Ferguson, Warren Mosler, Henri Sader and Eric Tymoigne. This paper is to be read as the fourth Act of my studies in the General Theory of Economic policy








I-   The Global Strait-Jacket Postulate or the Impossibility Theorem





It has been proven that the State might undertake a genuine full-employment policy ( GFEP ) preventing income rationing1 [ Parguez, 2004 ]. One uses to argue that this proof does not hold in an economy which is globalised being perfectly integrated into a world economic system. Globalisation would impose on any national or rather domestic State a strait-jacket which is either a Golden one or an iron one. Ultra free-marketers ( in the like of Thomas 


Friedman [ 1999   ] ) rejoice at the Strait-jacket which deprives domestic States of any possibility to hinder Market laws ; it is a Golden one because in the long-run it enforces a world perfect general equilibrium. Many heterodox economists of a vague neo-marxist pedigree ( in the like of the French Regulation School ) cry over  this Strait-Jacket which generates high unemployment, extreme rise in  inequality, poverty, etc ; it is an Iron one imposed by the historical determinism of capitalism, nothing can be done to undo its yoke, just may be, some effort to tame Market Laws ( the so-called “Alternate” Globalisation )2.


The Strait-jacket postulate is nothing but the restatement of an erstwhile argument against GFEP : its underlying economics  would be only germane to a perfectly close system, as soon as the economy is deemed truly open , neo-classical economics of whatever vintage rules! The global state is just the limit case of the open economy, so perfectly open an economy that it does not exist as an autonomous entity as if it were bereft of territorial borders and related political institutions. Apostles of Globalisation and the host of Mourners alike never take pain to spell out the proof of their impossibility theorem, one has therefore to reconstruct what could be its rational as long as one wants to prove its validity or invalidity.


It has been already proven that the GFEP possibility theorem relied on a set of twelve interdependent propositions which are the fundamental characteristics (or existence 


conditions) of the capitalist-market-led mode of production:





1 Enjoying Monetary Supremacy the State is not constrained on its capacity to spend relative to both its initial (gross) expenditures and its final (net) outlays accounting for its deficit in terms of money flows.





2 The sum of sectorial deficits is zero and the domestic private net saving reflects, in terms of money flows, its negative deficit or surplus. It is therefore created by the aggregated positive deficit of other sectors.





3 The State deficit generates an equal amount of profits for firms producing and selling in the domestic economy.





4 The private wage-bill is determined by firms adjusting their expected 


profits (relative to some time horizon) to their required rate of profit.





5 A change in effective profits has an impact on the private labour income if it is reflected by a change in expected profits. 5 must be deemed the Minimum Survival Constraint expressing firms rationality3.





6 There can be a shortage of profits relative to their level that would justify past bets on the future embodied into past investment. It is reflected by a general depreciation of capital assets mirrored by capital losses in firms balance-sheet and banks.





7 Creditors impose on private debtors credit-worthiness norms encompassing commitment to repay debts on due terms while maintaining a minimum rate of profit and meeting a minimum inflation target (the limit case being a zero one). They reveal the effort of creditors to protect the future value of their net wealth when they are convinced of the unknowability of the future.





8 The wage-bill function 4 simultaneously determines private employment in labour units and the maximum money wage rate.





9 Interest rates only matter because of their impact on net wealth (profits) of firms and creditors (banks).





10 Herein is the root of the rather inefficient and potentially destabilizing role of the pure monetary policy implemented by the Central Bank. It is untrue that the Central Bank might “Administer interest  rates as if the net wealth of private creditors 


(banks) were irrelevant. One must doubt the possibility of attaining the required profits just by a fall in interest rates.





11 By providing banks with hard liquidity and firms with profits while generating the growth of productivity through its capital expenditures, fiscal policy targeting a stable growth of the State net spending creates stable financial structures softening credit rationing and ensuring low interest rates.





12 Ultimately, a successful GFEP is the prerequisite for the long-run maximum efficienty of the capitalist-market Mode of Production by bestowing on society required profits, sustainable price stability and robust financial structures. It is the sole way of braving the absolute unknowability of the future.





To prove the existence of the Strait-Jacket, one should be able to demonstrate the invalidity of this whole set of propositions in a globalised economy.





II-   Attempting to prove the impossibility theorem





The proof ought to rely on the twin aspects of Globalisation :


Finance is global and production is global





Finance, both Initial  and Final Gets Global





Each participant to the monetary circuit receiving liabilities denominated in the domestic currency may require their conversion in foreign currencies whatever the motive (acquisition of foreign commodities, foreign real property or foreign assets). What is the anchor of the value of the currency but the certainty shared by all temporary holders (domestic and foreign, firms, financial institutions and income-earners alike) that at their request it can be instantaneously exchanged against foreign currencies. It could be argued that the State still enjoys the monetary sovereignty, it issues liabilities denominated in its currency to spend and it destroys them by imposing tax liabilities. For genuine advocates of the impossibility theorem, this sovereignty is a mere illusion. Being the last resort issuer of the currency the State is pledged to defend its value. It has therefore to accumulate enough owned (and not borrowed) reserves (accounted in the asset-side of the Central  Bank) to convince all private holders of the perfect convertibility of the currency. Owned-reserves are the outcome of prior Trades Surpluses and prior sales of real property not generating liabilities. Borrowing reserves by selling bonds denominated in foreign currency  does not pertain to the Art of Central Banking . It is  pure Ponzi Finance. The existence condition of the value of the currency is the promise of the State to redeem its currency by providing in exchange the desired foreign currencies. To meet this promise the State is obliged to adjust the stock of its currency  (or own liabilities) to the pre-existing stock of owned reserves, the reserve-ratio being determined by the expectation of private holders relative preferences. Herein would lie the proof of proposition 1’, the negation of proposition 1.





As soon as an economy gets globalised there is an absolute constraint on the State net issue of currency. Were the State running a deficit not allowed by a prior increase in owned reserves all private holders would be convinced of the breaking of the promise. The value of the currency would vanish which ought to generate a collapse of the domestic credit system.





1’ embodies a very peculiar theory of exchange rates which has never been explicitly spelled our by advocates of impossibility. It relies on two interwined postulates:


- Globalisation of finance means the unbreakable promise of the State to redeem its currency as if the world economy were back to the hard Gold Standard time.





-Such a promise means that the State pledges to relies its currency at a fixed price or it would be empty.





1’ implies that a floatable exchange rate system is not an option, herein is the ultimate proof of the demise of the monetary sovereignty. A corollary is that proposition 11 is to be replaced by a proposition 11’:





The State liabilities are no more the most perfectly liquid assets for banks (and other financial institutions). Increasing their stock of treasury bonds endangers their own liquidity position (and therefore their net wealth) because they cannot be certain that the State will always comply with its promise. Just buying now the newly issued bonds could allow the State to indulge in excess spending by cheating “the market”.





11’ would explain the strong demand constraint on the domestic public debt adamantly emphasized (but not demonstrated) by impossibility advocates. 1’ and 11’ together could make sense of a paradox : the whole believers in the Impossibility ignore or seem to ignore the law of deficits 2. Were the State daring to run an exogenous deficit convincing banks to increase their stock of bonds, the net saving of the domestic private sector would be materialized by the acquisition of perfectly illiquid assets deprived of real value by virtue of proposition 1’ This net saving would be a mere illusion reflecting mere Ponzi finance because the debtor (the State) would never be able to redeem its debt but by some unforeseeable surplus of the Trade Account in the far future or some also unforeseeable net sale of property to the foreign sector that should not be reversed. Proposition 2 would henceforth be replaced by Proposition 2’ :





In a genuine globalised economy since the State is committed to redeem its debt not by issuing its currency but by tapping its owned reserves, a State deficit cannot generate real net saving  for the private domestic sector.





Always assuming that the State indulges in Ponzi finance, why would its deficit be reflected by  the creation of profits for firms (domestic and foreign) producing within the economy? One could go further, the State net spending (directly or indirectly through the distribution of incomes as salaries, pensions, social benefits, interests) generates an equal increase in imports, which invalidates proposition 3 since there is no profits creation for firms producing within the economy. It seems to be the restatement of the erstwhile twin deficits principle of which the invalidity has been proven on both theoretical and empirical grounds (Parguez 2002). Advocates of the impossibility theorem would have to rely on a very strong postulate that can be deemed the real transfer-led leakage postulate (RTLP) :





The State net spending can no more be met by domestic production because it reflects purchases of commodities (including services) which are no more produced in the economy. Their production has been transferred to very low labour cost foreign economies. It must henceworth determine an equal rise in net imports (the foreign sector surplus) draining reserves, endangering the value of the currency according to 1’.





RTLP (never or at least seldom explicitly spelled out) implies proposition 3’ : Ultimately the State deficit is a net loss for the domestic private sector since it generates a Trade deficit which is a real net loss. It could be argued that the process of transferring production activities is not yet complete. By taking the hard risk of Ponzi  Finance, the State might still increase profits. By virtue of their survival rationality constraint firms operating within the economy must know that the State is very soon to reverse its policy to save the value of the currency. Restoring the belief in its promise will require a fall in the available quantity of the State liabilities relative to the given hard (owned) reserves. The State is henceforth obliged to make its currency scarce by running surpluses destroying an equal amount of the domestic currency. Herein lies the ultimate rational for the negation of 3, proposition 5’ replacing proposition 5 :





A rise in effective profits generated by the State deficit leads to a collapse of expected profits and therefore, if the wage-bill function still holds, to a fall in the private wage-bill. This negative impact on expected profits of the State deficit can be deemed the Euro- syndrom since it explains the failure of the so-called “automatic stabilizers” within Euro-Land (Parguez 2004).





Production Gets Global





Assuming that all domestic States make their currency scarce (complying with 


proposition 1’), there should exist a perfectly integrated credit system allowing firms to get “global’ by issuing liabilities in the currency they prefer to finance the creation of plants and production expenditures in the country they choose, ultimately redeeming their liabilities out of their receipts in the country with the highest potential demand. According to defenders of the impossibility theorem herein would lie the crucial “real” aspect of modern capitalism reinforcing the RTLP rational.


A very strong assumption is first required : there is already a world equalization of potential labour productivity coexisting with an extreme money wage rate inequality whatever the exchange-rate structure. Henceforth firms of high potential  domestic demand countries (A) undertake investment and production expenditures in low aggregate domestic demand countries (B) enjoying a much lower money wage whatever the exchange rate . (A) firms plants in (B) export their output in (A)  where it is sold at a price high enough to provide them with a much higher rate of profit than its former level attained before transfer. So great is the wage rate discrepancy that a higher rate of profit is consistent with a lower price in


(A) currency whatever the exchange rate.  Thanks to this strategy firms enjoy profits equal to the difference between receipts in (A) and production costs paid in (B) which are accounted as “imports” of (A) from (B) . Being only realized by sales in (A), profits from transfer are not logically included into imports. They are a share of aggregate domestic profits, which reflects a transfer of profits from firms still producing in (A) to globalised (A) firms. From this theorem of profits substitution stems the invalidity of the wage-bill function ( proposition 4 ). It should be replaced by proposition 4’:





Even if (A) State dares to run a deficit, there is indeed an increase in domestic profits which could induce increased expected profits; but it will never generate a proportional increase in the domestic


wage-bill ( contrary to what implied the wage-bill function ). The greater the substitution of profits effect, the weaker must be the impact on the domestic wage-bill. In the long run, the rise in expected profits in (A) must increase the transfer since it allows (A) firms to raise again their rate of profit on production in (B) . The long-run impact of State net spending should be the drop in the domestic wage-bill, the hard proof of the strait-jacket reinforcing the Ponzi –Finance


proof ( proposition 3’ ).





The strait-jacket is also enforced on (B) because the existence condition of the rise in


the (B) wage-bill is the relative much lower wage-rate which is the outcome of an enormous Reserve Army of labour freezing the wage-rate at its quasi subsistence level. A state net spending targeting GFE would raise the wage-rate and squeeze the rate of profit which would violate the transfer existence condition. Firms are to close their plants and search for new countries where the Reserve Army still stands in full.


From 4’ stems the existence condition of production activities in (A) : they must provide a rate of profit at least equal to the rate of profit on transferable activities. It is enforced by banks as the crucial credit worthiness norm ( proposition 7’ replacing 7 ) on firms wanting to stay in (A). It is met in two cases by an exception to the labour productivity  equalization postulate : either there are activities enjoying an exceptionally high relative labour productivity ( they are not transferable ) or their enjoy a moderate or small higher relative productivity and a sustainable wage adjustment is enough to attain the required rate of profit. The required drop in the money wage ( whatever  the fixed wage-rate ) is generated by the domestic Reserve Army of Labour, which is the ultimate rational for the impossibility of a GFEP.  Proposition 12 is to be replaced by Proposition 12’:





 A GFEP contradicts the very existence of an efficient capitalist mode of production by thwarting the law of the world equalization of the rates of profit to their highest possible level. Its long-run effect is to squeeze domestic firms rate of profit and therefore invalidate their past bets on the future (proposition 6’ replacing proposition 6). Activities retained in the domestic economy must be fully independent from the State net spending (directly or indirectly). The more the State imposes scarcity on the currency the less it spends, the greater the Reserve Army of Labour, the more there can be retained activities out of pressure on labour productivity and the wage-rate.





The fall in the domestic price of consumption goods (a large share of imports, if not the bulk of them) does not abolish the necessity of a wage  adjustment, it just convinces domestic labour to be more lenient to the required wage adjustment. The anchor of the domestic money wage is henceforth the world money wage allowed by the world potential Reserve Army of Labour


( proposition 8’), such a perfect substitution of labour on a world scale ( the so-called world market for labour ) invalidates proposition 8.


No country can find solace in its monetary policy which cannot thwart the scarcity-led fiscal policy ( proposition 10’ reinforcing proposition 10 ). Within a perfectly integrated world credit system ruled by the Scarcity Principle no domestic Central Bank may administrate domestic interest rates, the irrelevance of monetary policy is absolute (the generalization of proposition 10’) because of the necessity of granting all banks with the same liquidity and net worth (proposition 9’ replacing proposition 9) 





III-   Deconstructing the Proof of the Impossibility Theorem





A sound ( non Ponzi ) financial structure relies on GFEP





The core of the attempted proof was the postulated compulsory promise of the State to redeem its currency at a fix price. Such a postulate is inconsistent with the existence of a world capitalist-market economy because it denies the very role of exchange – rates. Let us assume that the whole set of domestic monetary circuits is perfectly in phase. Exchange-rates allow all participants to the monetary circuit of an economy to be informed of the relative prices of commodities, the relative value of assets, the relative wage-rates and ultimately the relative rates of profit. The whole set of decisions of firms, income-earners, and banks rely on that crucial information at both stages of the monetary circuit. From this existence condition of the very production process stem four fundamental characteristics of the exchange-rates system:





- They must be pre-determined relative to all decisions of every class of participants. 





- They are to be known before the initial finance stage of the monetary circuit.





- They cannot be administered by the domestic State (or by an agreement between States) because it would allow the State to control the whole set of private decisions. Contrary to the tax power, such a control would contradict the intrinsic structure of the capitalist Mode of Production.





- Ultimately exchange-rates determine the expected relative (and extrinsic) value of the whole set of currencies by reflecting the relative expected net worth (or liquidity) of the domestic banking systems. They are the outcome of instantaneous shared expectations of the relative change in domestic banking systems net position. Herein lies the crucial role of a specialized class of participants, the so-called “Traders” or “speculators” whose existence is a required condition of a world perfectly integrated banking-system.





From this liquidity theory of exchange-rates one may draw three major propositions invalidating propositions 1’ and 11’:





1’’ At the “Market – determined” exchange-rate all holders of liabilities denominated in the domestic currency may liquidate them, whatever the amount, to get foreign currencies whatever the motive. Conversion is operated by banks that issued those liabilities at the previously agreed exchange-rate. Since they can be short of foreign liquid assets, they have to borrow foreign currencies by selling their own liabilities to foreign banks. At the closure of the monetary circuit, the outcome of inter-banks transactions is the increase (positive, negative or nil) of domestic banks net debt in foreign currency. An appraisal of the impact on their net worth (liquidity) requires the comparison between the debt position and the asset position held in sound (perfectly liquid) assets. A lower effective increase than the expected one in domestic banks net worth generates an automatic decrease in the exchange-rate maintaining the confidence in banks relative liquidity.





2” Variations in the exchange-rate are the existence condition of the confidence in banks liquidity and therefore of the integration of banking systems. They lead to changes in the whole set of relative prices, assets value, rates of profit inducing a new set of decisions (in both stages of the monetary circuit) perfectly meeting, according to traders’ expectations, the right appraisal of banks relative liquidity. Indictment of “speculators” by heterodox mourners is infelicitous because it is rooted into a deep misunderstanding of the nature of exchange-rate. “Speculation” is embodied into what can be deemed the “liquidity preference theory of “exchange –rates”4. The State is therefore no more obliged to redeem its currency which would imply an administered exchange-rate. Central Banks are not to fight the “market” by striving to accumulate owned reserves in foreign currency ( as for gold reserves they are just a relic from the past ). They get those reserves when banks holding net reserves in foreign currency sell them to the Central Bank to get liquid reserves in State-issued liabilities.





3’’ The last resort source of banks liquidity is therefore the net provision of reserves by the State net spending. By transforming them into State net treasury’ debt titles Banks acquire income-generating perfectly liquid assets free by their intrinsic nature from any default payment. From the invalidity of proposition  1’ (there is henceforth no exogenous constraint on the State capacity) stems the invalidity of proposition 1’, henceforth holding State debt is the recipe for a sound Never-Ponzi financial structure. A fixed exchange rate system (or even its soft form, a targeted exchange-rate system) is therefore inconsistent with the very nature of the modern international monetary economy. On one side it forbids full-employment, on the over side it generates unsustainable financial instability because it is always leading any kind of rational agents to take bets on the possibility of defeating the Central Bank. A fixed (targeted) exchange-rate system is the sine qua non of destabilizing speculation.


Herein is the logical proof that the Neo-Chartalist School  (Mosler, 1997, 1998, Wray 1998) has been right to “restore and rehabilitate” the floatable exchange-rate rule from a progressive and Post-Keynesian perspective.





Propositions 1”, 2”, 3” explain the perfect generality of proposition 2 (invalidating 2’) :





At the pre-determined but perfectly floatable set of exchange-rates the State net spending is equal, in domestic currency units, to the sum of the genuine (real) private domestic surplus and of the foreign surplus  (positive, negative or nil).





The generality of proposition 3 is henceforth proven (invalidating 3’)





The State deficit generates for domestic –owned firms an amount of profits equal to the discrepancy between its amount and the foreign surplus (positive, negative 


or nil). Those State-induced profits are distributed between firms producing within the A economy (I) and firms importing the production of their plants (local branches) abroad in B ( II ). An alternate formulation is that aggregate profit created by the State net spending are distributed between (  I ), ( II ) and foreign firms selling in the domestic 


economy, ( III ) ( positive, negative or nil ).





From the generalised proposition 3 stems the invalidity of the RTLP on which relied the postulated drain on profits from I to II and III. It has already been proven that to meet the constraint imposed by proposition 5 ( what matters is the growth of expected profits ) the State has to pledge to long-run programs which are both beyond the time-horizon of rational firms and required for the growth of  I competitiveness ( Parguez 2003 2004 ). Mixing the rise in expenditures with a decrease in taxation raises the share of  I in the State-induced profits whatever the exchange-rates. There is, indeed a transfer of production activities from I to II and III but it is more than compensated by the increasing creation of new activities in I thanks to the State net spending. Since this transfer can generate the growth of net imports of commodities sold at a much lover price than when they were produced by I ; it is the prerequisite for a sharp increase in the domestic “real wealth” sustaining therefore  the long run growth of the purchasing power of the domestic labour force ( real wage ) . As long as it is co-existing with the growth of the State net spending, it generates cumulative positive expectations of increase in profits, which invalidates proposition 5’. Ultimately by generating the rise in profits for I, II and III while associated with a long-run lower expected inflation (out of the impact of both the strong rise in domestic labour productivity and net imports), the growth of the State deficit sustains the relative growth of the value of assets denominated in the domestic curing whatever the exchange-rates. It is the true last resort anchor of a strong relative financial stability preventing any possible flight “out of the currency”. One could go further by spelling out a crucial proposition destroying what could remain of the prevailing orthodoxy (shared by apostles and mourners): 





In the long-run such a mix of State deficit and foreign surplus must lead to a relative rise in the value of the currency.





A sound global production structures relies on GFEP





From the generalisation of proposition 3 stems the perfect generality of the wage-bill function ( proposition 4, proposition 4’ is invalidated ) :





For a given required rate of profit on I activities, the growth of the expected State net  spending determines an automatic increase in the domestic private wage-bill whatever the magnitude of the previous transfer. Since in the long-run the share of I in State-created profits rise, the State deficit is to generate a greater increase in the domestic wage-bill.





Taking care of the inclusion into State expenditures of programs which directly generates employment (the ELR plan for instance) it is henceforth impossible to doubt that “globalisation” is the unique opportunity for a successful GFEP. Because of the increasing  stability of the financial structure, sound banks assets, much lower expected inflation, domestic banks are to  soften their credit-worthiness norm by imposing a lower rate of profit on I activities, which allows a stronger impact on the wage-bill of the growth of the State deficit. At the new required rate of profit, the growth of  labour productivity in the I sector sustains a long-rise of the money-wage bill meeting the new inflation domestics target. Herein lies the generality of propositions 7 and 8 ( 7’ and 8’being invalidated ):





Whatever the world inequality of wage-rates at some given exchange rates, an increase in the long run expected State net spending sustains both the rise in employment and the wage-rate ( both the money wage rate and the real wage rate )





The required rate of profit in I is to be anchor of the rates of profit for II and III. Equalization of the rates of profit is the outcome of the integrated banking system, all banks whatever the activity require the same  of profit from their debtors. Since the highest  and most sustainable rate of profit is the very rate of profit bestowed on I, firms formerly investing in domestic activities transfer them abroad because they could not any more get high enough rates of profits relative to the new norm lacking the ability to benefit from State programs. Herein lies the root of a sustainable RTLP.














The Reserve Army Postulate is henceforth invalidated





The equalization of the rates of profit does not require a downwards adjustment of the money wage rate. It does not impose the existence of a domestic Reserve Army of Labour confronting Foreign reserves Army of Labour, whatever the inequality of the wage-rates? The last resort rational of a self-imposed constraint vanishes.





The Reserve Army postulate is also wrong for countries where the transfer is operated. Domestic States B are henceforth obliged to meet two genuine constraints :





- First, they have to spend in order to achieve the long-term growth of local productivity. It is the prerequisite for the world adjustment of labour productivity. Without States long-term programs sustaining the rise in expenditures, the wage-rate inequality will not be enough to grant investing firms their required rate of profit.





At the same time, they have to grant the same rate of profit on production meeting domestic demand of both equipment  goods (absorbed by the transferred activities, including raw materials, steel, oil…) and consumption goods (the demand for them being induced by the growth of income created by transferred industries). Were the State not meeting this constraint whatever the exchange-rates there would be so strong a growth of imports that the economy would run an increasing trade deficit. To comply with this constraint the State has to provide the domestic I sector with enough expected profits which requires a growing State deficit resulting from increased the expenditures on lower taxations.





In the long run there must be a rise in the domestic wage-bill sustaining a growth of the money-wage, the Reserve Army is to be “demobilized”.


What has been proven is the generality of proposition 12 (invalidating 12’) :





A GFEP is possible everywhere and it is of course perfectly possible in one country independently of other countries commitments. It is the fundamental existence condition of a stable world economy. Inversely globalisation is the existence condition of a successful GFEP. 


It means that globalisation  without the commitment  to GFEP is generating increasing instability. Herein is the last resort explanation of the late twentieth and early twenty one centuries instability : The more the economy went global, the more domestic States were enthralled to the obsessive commitment of restraint of spending. As it has been proven this commitment is rooted into the false belief that exchange- rates must be stabilized at any cost. Fiscal discipline ( the negation of proposition I) has been turned into a disguised exchange-rates control policy.





Propositions 8 and 9 hold :GFEP in the world economy relies on what must be deemed the “generalized fiscal policy”: At its best monetary policy can just play a modest supporting


 role .





Apostles and Mourners both are wrong. Globalisation does not impose a strait-jacket whatever the metal in which it is forged, gold or iron. Governments imposing a strait-jacket reveal either that their motive is utterly foreign to economics or that they ignore  the most basic principles of economics, those which cannot be doubted5


































































































Notes





Income rationing exists when there is both a scarcity of jobs and a scarcity of wage paid to each job. It is the sensible definition of Involuntary Employment which therefore encompasses most of those living on Social Minimum Incomes. They would prefer to work and Social Minimum incomes are the new subsistence income (and barely!).





By-for instance-taxing Speculation!





As shown in Parguez (2004) it explains why pure anti-cyclical policies are doomed to fail.





It is enough to reject the celebrated “Tobin Tax”.





There remains the dire state of Euroland which contradicts this ultimate theorem. One may read in this highly obscure question, my last short-essay on my Web site: “Saving  Private Euro”.





Appendix





r*, Wt , �INCORPORER Equation.3����INCORPORER Equation.3���   being required rate of profit, the private wage-bill in t, and the (minimum) expected aggregate profits over T, proposition 4, the wage-bill function, the circuitist employment function, is:





Since r*=�INCORPORER Equation.3���





         W�INCORPORER Equation.3���=�INCORPORER Equation.3���





              with





         W�INCORPORER Equation.3���= w�INCORPORER Equation.3���L�INCORPORER Equation.3���





w�INCORPORER Equation.3���and L�INCORPORER Equation.3���being the money-wage rate and real employment in labour units. 


r* reflects the required share of profits of Post-Keynesian theory. This definition of the rate of profit is fully explained in Parguez (2003 b). 


Propositions 6 and 8 means that, for a given rate of interest and labour productivity, there is an inverse relationship between the required rate of profit and the money-wage rate. The money-wage is therefore perfectly endogeneous.
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