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Abstract

Post-Keynesian economics has greatly improved our understanding of the causes as

well as some of the consequences of the Global Financial Crisis. This paper deals with

some examples related to monetary issues—namely, the financial instability hypothesis

of Minsky and its extension to the household sector, as well as the post-Keynesian

theory of endogenous money, with its extension to quantitative easing policies set

within a framework where the central bank’s target rate of interest is set equal to the

rate of interest paid on reserves.
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10 See Minksy, Can It Happen Again?; John Maynard Keynes; Stabilizing an Unstable

Economy.
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12 Minsky, John Maynard Keynes, 128.
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Toporowski, The End of Finance.

15 Stabilizing an Unstable Economy, 237.

16 Keynes, The General Theory, 158.

17 See Godley and Lavoie, Monetary Economics.

18 Bezemer, “Understanding Financial Crisis,” 676.

19 Can It Happen Again? 30.

20 Sherman, The Roller Coaster Economy.

21 Brown, Inequality, Consumer Credit.

22 Palley, Post Keynesian Economics.

23 McCauley, “The Shadow Banking System,” 259 and 268.

24 For detailed references, see Lavoie, Post-Keynesian Economics, Ch. 4.

25 Godley, “Macroeconomics without Equilibrium or Disequilibrium,” 91.



26 McLeay et al., “Money Creation in the Modern Economy,” 15–16.
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31 Bindseil, Monetary Implementation, 252.
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34 Lavoie, “Changes in Central Bank Procedures.” The floor system was advocated by

some post-Keynesian writers, notably Fullwiler, “Paying Interest on Reserve Balances.”
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was also adopted by the Bank of Canada as part of its zero interest rate policy (ZIRP)
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banking system, so as to maintain the overnight rate at the floor, but this relatively
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