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Minsky's FIH and Graziani’'s TMC are broadly complementary approaches

Starting point: radical critique of foundations of neoclassical economics
Capitalism = monetary economy of production and exchange

Money = endogenous flow created by banks in their interaction with firms

O O O O O

Minsky’s FIH and Graziani's TMC also depart from standard PKE model...

O

What about the differences between them?e
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O Graziani's TMC: how money is created, injected and destroyed during normal times, that
is, regardless of crises and liquidity demand for precautionary motives

O Minsky's FIH: precondition for crises are laid during normal fimes (periods of tfranquillity)

O Graziani's TMC: macro (firms a fully aggregated and consolidate sector)

O Minsky's FIH: micro and micro-macro nexus but...)

O Graziani's TMC: social macro-sectors

O Minsky’s FIH: representative firm
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O

Graziani's TMC: general (multi) equilibrium analysis

O Minsky'’s FIH: parfial equilibrium analysis

O

Graziani's TMC: single-period accounting scheme

O Minsky’'s FIH: multi-period model

O Graziani's TMC: capitalist mode of production

O Minsky's FIH: financially-sophisticated Anglo-Saxon capitalism
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O Graziani's TMC: within-period accounting

O Minsky's FIH: end-of-period accounting

O Graziani's TMC: one good, one price, but...

O Minsky’s FIH: (implicitly) two goods, three prices
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O Graziani's TMC: pioneered by Treatise on money (1930) and 1937-39 essays

O Minsky's FIH: financial re-reading of General theory (1936)

O Graziani's TMC: Schumpeter (money), Wicksell, Walras, Marx (cycle of money capital)

O Minsky's FIH: Marshall, Schumpeter (innovation)
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Graziani's TMC: endogenous flow

O Minsky's FIH: endogenous flow, but...

O

Graziani's TMC: horizontal “supply” of money

O Minsky’s FIH: supply of money as a “siep curve”

O Graziani's TMC: exogenous policy rate allowing the CB to control the market rate of
interest

O Minsky’s FIH: exogenous policy rate, but endogenous market rate (borrower's and lender’s
risks)
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O Graziani's TMC: commercial banks (and central bank]

O Minsky's FIH: financial speculators (stock market)

O Graziani's TMC: normal fimes (money without crisis)

O Minsky’s FIH: periods of franquillity triggering financial instability
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Graziani's TMC: demand/supply forces (= costs of production) + interest rate

Minsky's FIH: costs of production, interest rate (lender’s risk) and uncertainty (borrower’s
risk)

Graziani’'s TMC: radical uncertainty does not play a major role (or is even stabilising)

Minsky’s FIH: radical uncertainty plays a major role, especially when everything goes
wrong
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O Graziani's TMC: government sector not included in the basic model

O Minsky’s FIH: government sector not included in the basic model, but provides ceilings and
floors

O Graziani's TMC: redistribution (not fully effective) and industrial policy

O Minsky’s FIH: stabilisation through big government and big central bank
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O Is a FHI-TMC synthesis possible?
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