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TheHawtreyConnection

-Fisher ,HawtreyandKeynesontheNatureofMoney-

り Hirotaka KOJIMA*

I Introduction

ItwasexpressedinA TreatiseonMon り by Keyneshimselfthathebelongsto

Wicksell'sintellectualgenealogy , andHayek(1931)alsoregardedthebookasatrial

tomergeWicksell'smonetarytheoryintothetraditionalCambridgemonetarydocｭ

trine. ButIthinkthattheideaoftheWicksellconnectioniswrongbecauseitdisreｭ

gardsthefundamentaldistinctionbetweenrealanalysisandmonetaryanalysisby

Schumpeter. Ibelievethatontheviewpointofmonetaryanalysis ,it isnotWicksell

butHawtreywhoinfluencedKeynes. Hawtreyhasbeenneglectedinthestudieson

Keynes. AlthoughDavis(1980)andPatinkin(1976)pointedouttheimportanceof

Hawtrey , theyarealsowrongbecausetheyfocusedontheshiftfromA Treatiseon

Mon り to TheGeneralTheo りん However， Hicksrightlyindicatedthattheimportant

partsofA TreatiseonMon り took aformofananswertoHawtrey'sCurren りand Credit

(Hicks(1977) , p.118). Nothinggivesmegreaterencouragementthanthesentence

thattheauthorwantstoassertthatthestorybeganfromHawtrey(ibid.). Harrod

wroteinTheLi βof JohnMaynardKeynesthatHawtreyhadgivenagreatinfluenceto

Keynesthroughhiswritingsonthesubjectofbankingpolicy ((195 1), p.352). In

fact , KeyneshimselfregardednotWicksellbutHawtreyasthe“ grandparen t" inthe

processofescapefromhabitualmodesofthoughtandexpression リMK ， Vol.14, p.
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202 ラn.2). However ラneither KeynesnorHarrodclarifiedwhathadbeentheinf1u-

ence.

IthinkthatthemeaningofKeynes' “grandparent" isexpressedinthefollowｭ

mgtwopomts:

1. Keynes うtheory ofmoneyinTheTreatisewasbasedonHawtrey'stheoryof “an
abstractmoneyofaccount"developedinCurren り) andCredit.

2. The“ circular門 vi ew asseeninthefirstfundamentalequationisfoundincritical

acceptanceoftheframeworkofHawtrey うs monetarytheoryofproductiondeｭ

ve10pedinGoodandBadTradeandCurren り) andCredit.

Thispaperdiscussesonthefirstpoint.

II Fisher

Theviewonmoneyandmonetaryeconomyandthedefinitionofmoneyare

mutuallyrelated ラso consideringthedefinitionofmoneyisnevertrivial. Minsky

saysthatmoneyandthemonetarysystemarethenaturalstartingpointforeconomic

theory(Minsky(1975) ラp.72). Now , letうs beginthediscussionfromthedefinitionof

moneyby Fisher ラ “the great-grandparent"ofKeynes , becausethecharacterof

monetarytheorybyHawtreyandKeynesseemstobecomeclearerbycomparison

withFisher.

InThePurchasingPower ・of Mon りう Fisher definedcommoditiesasallmovable

wealth(excepthumanbeings)andincludedmoneyincommodities. “A 町commod

itytobecalled‘money ' mustbegenerallyacc ψtable inexchange , andanycommodity

generallyacceptableinexchangeshouldbecalledmoney"((1911) , p.2). Itisnot

essentialthatthegeneralacceptabilityisenhancedbylawandthenecessarycondiｭ

tionforcommoditiestobemoneyisonlytopossessgeneralacceptability. “[W]hile
anoteisgenerallyacceptableinexchange ,a chequeis 学ecially acceptableonly ラ i . e .

onlybytheconsentofthepayee". Therefore , A “bank deposittransferablebycheｭ

queisincludedascirculatingmedia , itisnotmoney"((1911) , p.11). However ,
bankdepositsareexcellentsubstituteformoney. Fisherthencategorizedgoodsinto

threetypesofmoney ラdeposits (depositcurrency)andallothergoodsandreached

sixpossibletypesofexchange:

(1) Moneyagainstmo 町y ，

(2) Depositsagainstdeposits ,
(3) Goodsagainstgoods ,
(4) Moneyagainstdeposits ラ

(5) Moneyagainstgoods ,
(6) Depositsagainstgoods ,

Ofthesetypes , (1)meansmoneychangi 時ぅ(3) barterand(2)and(4)banki 時・ Aι

terall , Fisherplacedemphasisontypes(5)and(6). Fisherfirstomitteddeposit

andstartedfromthepropositionthatineachsaleandpurchase , themoneyand
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goodsexchangedareipsofactoequivalent(p.16). LetPiisanaveragepriceofgoods

i, qithetotalquantityofitexchagedandEiamountofmoneyexpendedforit , then
Ei=Piqi ・ Summing overallgoodsgivestheequationofexchange

ヱ Ei = Z. Piqi ・

“ T he equationofexchangeissimplythesumoftheequationsinvolvedinallindiｭ

vidualexchageinayear"(p.16). Theleftsideoftheequationshowsthemoney

sideandtherightsideshowsthecommoditiesside. Supposethattheamountof

moneyexpendedforgoodsisE andanaverageamountofmoneyM , thenElM

meansthevelocityofcirculationofmoneydenotedbyVandtheleftsideisexpressｭ

edbyMV. Therefore ,
MV= ヱjうゆ ・

TherightsideissimplifiedbyinsertingPT. Pdenotedthepricelevelcalculatedby

aweightedaverageofprices , andTisthevolumeoftrade. Therefore ,
MV=PT.

Consideringdepositcurrency , themoneysidebecomesMV+MV' , whereM isthe

totaldepositssubjecttotransferbycheckandV'theirvelocityofcirculation. Thus ,
well-knownequation

MV 十M'V'=PT

isobtained.

Monetaryviewofthequantitytheoryisobviousevenuptohere. AsD.H.

Robertsonreferred to “rigorous Fisherineconceptofacertainflowofmoneyina

giventime-intervalmeetingacertainflowofcommoditiesinthesametime-interval"

((1931) ラp. 401) , Fisherwatchedmonetaryeconomybasicallyfromtheviewpointof

“ exchange" betweenmoneyandgoods.

Later , Fisherincludeddepositcurrencyinmoney. Hestated that ラ “when

modernmaninventedthechecksystem , hedidnotdreamthatdepositssubjectto

checkwouldcometoberegardedasmoney うbut toallintentsandpurposestheyare

money"((1932)p.21). In100%Mon り) ， however , “money inthebank"or“ ched •
bookmoney"isclearlydistinguishedfromcashtobecalled“ pocket-book money".

Ofcourse , “pocket-book moneyismorebasicofthetwo" ((1935) , p.3). “Many

peopleimaginethatcheck-bookmoneyisreallymoneyandreallyinthebank , Of

course , thisisfarfromtrue"((1935) ラp. 4). Thechiefpracticaldiffere 町e between

check-bookmoneyandpocket-bookmoneyis that “pocket-book moneyisbearer

moneygoodinanybody'shand ラwhereas check-bookmoneyrequiresthespecialperｭ

missionofthepayeeinordertopass"(ibid.). ThisisthesameasThePurchasing

PowerofMon り-

Oncebankdepositsareincludedinmoney , itisnaturaltothinkthatmoneyis

endogenouslysupplied , soFishertoldaboutcreationandextinctionofmoney. “A
typicald
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Whenadebttoacommercialbankispaidbycheckoutofadepositbalance , that

amount ofdeposit currencysimply disappears"((1932) , pp.14 ・15) .“日 J us t as

check-bookmoneyismanufacturedbyloanincurred , socheck-bookmoneyisdesｭ

troyedbyloanspaid" ((1935) , p.37).

Fisherconsiderthattheendogenyofmoneysupply , tobeexact , thefractional

reservebankingsystem(whichFishercallsthe10% systemincomparisonwith100

percentreservesystem)itselfcausesgreatboomsanddepressions. Accordingto

Fisher , “An expansionofbusinessloansusuallycausescheck-bookmoneytoexpand

fasterthanbusiness , …a liquidationofsuchloansusuallycausescheck-bookmoney

toshrinkfasterthanbusiness" ((1932), p.160). Under10% system , "anincrease

inbusiness , byincreasingcommercialbankloans , andsoincreasingthecirculating

medium , tendstoraisethepricelevel. And , assoonasthepricelevelrises , pro日ts
areincreasedandsobusinessisexpandedfurther. Thus , comesaviciousciclein

whichbusinessexpansionandpriceexpansionacteachtoboosttheother- making

a “boom". Reverselyifbusinessrecedes , loansandpricesalsorecede , whichre ・

ducesprofitsandsoreducesbusinessvolume- againcausingaviciouscircle , makｭ
mga “depression" ((1935), p.164). “But , takeawaythe10% systemandyoutake

awaytheseunfortunateassociationsbetweenbusinessandthepricelevel" ((1935),
p.164) , stated Fishe r. “[A]n underlyingcause(orpre-condition)ofgreatbooms

anddepressionsisthe10% systemitself" ((1935), p.106).

AccordingtoFisher , underthe10% systembanksaremany(14 ,500 (1935) , p.
37) “irresponsible privatemints" ((1 93 5 ) ラ p . 7 ) ぅ and thereislittlepracticaldefferｭ

encebetweenthe10% systemandpermittingbankstoissuepapercurrencyasthey

didduringthe “ wild catbanknote"period. “ It isessentiallythesameunsound

practice" ((1935) , p.18). The100% systemproposalisaplanofthenationalizaｭ

tionofmoney , butitis“ th e oppositeofradical"((1935) ラp. 18). Theproposalis“ a
returnfromtheextraordinaryandruinoussystemoflendingthesamemoney8or10

timesover ラto theconservativesafety-depositsystemoftheoldgoldsmiths , before

they began lending out improperly what was entrusted to them safekeeping"

((1935) , p.18). IthinkitisclearthatFisheriswithintheframeworkof“ monetary
theoryofcredit"I).

III Hawtrey'sTheoryofAnAbstructMoneyofAccount

Hawtrey objects to thenotion thatdirectexchangeisinevitablewithout

mediumofexchange. Heregardseverysaleofgoodsorservicesnotasexchangeof

goodsandserviceswithmoneybutasmakingadebtorandacredito r. “It mustnot

bethoughtofarisingonlyfromtheborrowingofmoneyorfromthepostponementof

payment. Everysaleofgoodsorservicerenderedgivesrisetoadebt" ((1927), p.

I) 100percentreserveplanisanoldideawhichcandatebackto19thcentury. Infact , Fisherwrites:

"SirRobertPeelappliedessentiallya100%principletoapartoftheEnglishnoteissue" ((1935) , p.
46).
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3). Hepointedoutthatthedoctorinethatonekindofcommodityhasbeenselected

asmoneyinordertoavoidtheintolerableinconvenienceofthedirectbarterisaptto

compareanuncivilizedsocietywhereuseofmoneyisnotknownwithmonetaryeｭ

conomyinordertoshowtherolesofmoney. ButHawtreysayssuchcomparison

exageratestheimportanceofmoney. Byinventingthehypothesisofacompletely

organisedandcivilisedsocietywithoutmoney , Hawtreyconsideredthe“ logical oriｭ

ginofmoney".

Hawtreystatesthatadebtcanbepaidbybeingsetoffagainstanotherdebt.

“ I f amansellsatonofcoalstoanother , thiswillcreateadebtfromthebuyertothe

seller. Butthebuyerwillhavebeenhimselfasellertosomeoneelse , andtheseller

willhavebeenhimselfalsoabuyer. Thedealersinthemarketcanmeettogether

andsetofftheirdebtsandcredits" ((19 19), p.2). Thisseemstohavebeensoin

Englandinthe19thcentury. TookestatedinAnInqui ヮinto theCurren りPrinciple as

follows: “Bank notesarenotonlynotessentialtothatinterchange , butitmustbe

manifesttoanyonehavingevenaslightknowledgeonlyofthemannerinwhich

suchinterchangeisconducted , thatinpointoffact , banknotesarerarelyusedinthe

largerdealingsofsalesandpurchases. Thegreatbulkofthewholesaletradeofthe

countryiscarriedonandadjustedbysettlementorsets-offofdebtsandcredits"

(Tooke(1844) , p.34 ・35).

Hawtreythoughtthatachainor “network" ofdebtsisthe“ very foundationof

theeconomicsystems"andAdebtisan “economic relationwhichrequirestobeexｭ

pressedasanumberorquantity" ((1923), p.48). Inorderthatitmaybesoexｭ

pressed , someunitsareindispensableandtheunitformeasurementofdebtsisthe

veη “money ofaccount".

AsJamesStuartstatedthatmoneyofaccountis“ no morethananarbitrary

scaleofequalparts"(vol.1, p.526)and “ there isnonecessityofitshavingany

otherthanwhatbyconventionmankindthink 白t togiveit"(vol.1, p.529) , ina

stateofsocietywithoutmoney “the unitmustbesomethingwhollyconventionaland

arbitrary"(Hawtrey (1919) , p.2). ButHawtrey says , “However traditionaland

arbitrarytheunitmaybe , onceitisestablishedasthebasisofdebtsandpricesand

valuesofamarket , itisboundtoassumeacertaincontinuity" ((19 19), p.3). In

otherwords , debtsandcreditswithinadayarenotbalancedinthedayandbrought

tothefollowingday , sothesameunitwilln
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AccordingtoAdam Smith , Tookediscriminated “ the interchangebetween

dealersanddealers"and “ the interchangebetweendealersandconsumers"and

stated , “as farasrelatestotheinterchangebetweendealersandconsumers(includｭ

ingthepaymentofwages , whichconstitutetheprincipalmeansoftheconsumers) ラ

coin , andthesmallerdenominationofnotesservingascoin , areessentialtosuchinｭ

terchange"((1844) ラp. 34). Moneyisindispensabletothecirculationbetweendealｭ

ersandconsumers. Inasocietywithoutmoney , cancreditbeusedasthemeansof

paymentbetweenemployers and employees? Hawtrey stated , “Umbrella-maker
mightpaywagesbycreatingadebtfromhimselftohisworkmen , butinorderthat

hisworkmenmayspendtheirwages , liabilitymustbetransferredtoothershoulders

thanthoseofthe umbrella-maker , forhecansellthemnothingbutumbrellas"

((1919) , p.4). Sincesuchsituationiscommontoallproducers , specializationofthe

thirdpartyasa “dealer indebts"willmakethesolutioneasier. Inotherwords , a
producerselltothisdealerindebtsthedebtsduetohimforhisproducts , andinreｭ

turnthedealerindebtstakeonhimselftheliabilityfortheproducer'sdebtstohis

workers. Thesettingoffofdebtsagainstoneanotherbecomestobeenormously

faciliatedbytransfersinthebooksofthedealerindebtsorbythedeliveryofdocuｭ

mentsrepresentativeofhisobligations. “A dealerindebtsorcreditsisaBanker"

((1919) , p.4).

TheUmbrella-makerpurchasethebankcreditsoutoftheproceedsofhis

umbrella. Butabankerhasnointentiontodealinumbrellasnortobuyforown

use. Itwillbemoreconvenientforhimtolendhiscreditsratherthantobuy

goods. AsCencinipointedout , “if whatisusedasamediumofexchageisanackｭ

nowledgementofdebt ラthe IOUhastobeissuedbyanelementlogicallyexternalto

thesetofpurchasers" ((1 9 78 ) ラ p . 78). Therefore , itisimportantthatthebanks

havenointentiontodealinumbrellasnortobuythemforthemselves. “ It isofthe

essenceofthebanker'spositionthathesellstoallsortsofproducersanddealers" ラso

thathiscreditsmaybeacceptedinpaymentbyallsorts. Hewillfinditmoreconｭ

venient(asactualbankersdo)tolendhiscreditsratherthantobuygoods" ((19 19),
p.6). Whenabankerlends , twocreditsordebts , thatis, thebanker'sobligationor

bankcreditandthecustomer ラs obligationarecreatedandonlythe{;
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“ [Paper creditorsymbolicalmoney]isanobligationtopayintrinsicvalueof

certaindenominationofmoneycontainedinthepaper. Herethenliesthedifference

betweenapaymentmadeinintrinsicvalue ラand anothermadeinpaper. Hewho

paysinintrinsicvalue , putsthepersontowhomhepaysinrealpossessionofwhat

heowed;andthisisdone , thereisnomoreplaceforcredit. Hewhopaysinpaper

putshiscreditoronlyinpossessionofanotherperson'sobligationtomakethatvalue

goodtohim;herecreditisnecessaryevenafterthepaymentismade(vol.1, pp.524ｭ

5).

Apurchaseformoneycanalwaysbeanalysedintothecreationanddischarge

ofadebt2). Sothemeansofdischargingadebtismoregeneralconceptionthanthe

mediumofexchange3). Sincealegalmeansofdischargingadebtisasubstitutefor

thedebtitselfforcreditors ラit ismoreaccuratetosaythatmoneyisasubstitutefor

creditthanthatcreditisasubstituteformoney(Hawtrey(19 19) , p.15).

“It ismorecorrecttosaythatthevalueofgoldisduetoitsconvertibilityinto

creditthanthatthevalueofcreditisduetoitsconvertibilityintogold"(Hawtrey

(1919) , p.371).

Thedistinctionbetween “ mon etary theoryofcredit"and “ cred ittheoryof

money"introducedbySchumpetercorrespondtohisdistinctionbetweenrealanalyｭ

sisandmonetaryanalysis. A credittheoryofmoney “look uponcapitalistfinance

asaclearingsystemthatcancelsclaimsanddebtsandcarryforwardthedifferences

- sothat'money'paymentscomeinonlyasaspecialcasewithoutanypaticular1y

fundamentali叩otance" ((1 954 ) ラ p . 717). Hawtrey ぅwho treated“ cred it asam吋or

paymentmediumandmoneyasanauxiliarytocredit" ((19 19) , p.377) , developed
thecredittheoryofmoney. Ineffect , Hawtreymaintainedthat:

“ C urrency isbetterexplainedintermsofcreditthancreditintermsofcurrenｭ

cy. Thatissointheory , inpracticeandinlaw" ((1 92 7 ) ヲ Preface ) .

IV Keynes

In “ Review of‘C urrency and Credit"\Keynes , appreciatingHawtreyvery

highly , statesthatCurren りand Creditis“ one ofthemostoriginalandprofoundtreaｭ

tisesontheTheoryofMoneywhichhasappearedformanyyears"andlikely“ to exｭ

erciseasignificantinfluenceonfutureexpositionsofmonetarytheory , atanyratein

England"(Keynes(1920) ラp. 362). Keyneshadstudiedancientmoneyfrom 1920 ラ

thefollowingyearwhenCurren りand Creditwaspublished. LikeHawtrey , Keynes

2) ItisHickswhoappreciatedmosthighlyHawtr 町among moderneconomists. Hawtrey 、s influence

canbefoundinhislastbook((1989) うch.5)

3) Cencinimaintai 町d that “the mediumofexchang ぞfunction ofmoneyhastobeplayedbyaunitwhich

isalsoatruemeansofpayment"((1988) , p.79).
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statedthat “the presumptionofmanywrightersthatwheretherewerenocoinsthere

wasbarterisfarfromaccordancewiththetruth"UMK ラ28 ラp. 255). hewrights:

“ An articlemaybedeemedtohavesomeatleastofpeculiarcharacteristicsof

money(l)ifitisregularlyusedtoexpresscertainconventionalestimatesofvalue

suchasreligiousdues , penaltiesorprizes , or(2)ifitisusedastheterminwhich

loansandcontractsareexpressed , or(3)ifitisusedastheterminwhichpricesare

expressed , or(4)ifitisusedasanhabitualmediumofexchange" リMK ， 28 , pp.

252 ・3).

Incases (l)・ ( 3 ) thearticleistheterminamoneyofaccount , andKeynes

statedthat:

“ N ow formostimportantsocialandeconomicpurposeswhatmattersisthe

mon り ザ αccount; foritismoneyofaccountwhichisthesubjectofcontractandcusｭ

tomaryobligation. Thecurrencyreformswhichmatterarethosewhichchangethe

moneyofaccount" リMK ， 28 , p.253).

AlsoinATreatiseonMon りう money ofaccountisconsideredtobethe“ pn m ary
conceptofatheoryofmoney" リMK ラ5 ， p.3). Amoneyofaccountcomesintoexｭ

istencealongwithdebtsandpricelists , sincethedebtsandpricelistscanonlybe

expressedintermsofmoneyofaccount. Andthe“ money proper"corrrespondsto

Hawtrey'sdefinitionofmoney , thatis , themeansestablishedbylaworcustomfor

thepaymentofdebts.

ItseemsthatKeynes'startingpointwasHawtrey'stheoryoflogicaloriginof

moneyandKeyneschangeditintoahistoricalreconstructionoftheoriginofmoney.

Keynesemphasizedtheinterventionofthestate , whichhadappearedonlyinthe

formofcustomorlawinHawtrey'sargument. “[B]y thementionofcontractsand

offers ぅwe haveintroducedlaworcustom ラby whichtheyareenforceable;thatisto

say , wehaveintroducedtheStateorthecommunity" リMK ， 5, p.4). TheState

firstappears “as legalauthorityoflawwhichenforcesthepaymentofthething

whichcorrespondstonameordescriptioninthecontract"andnext “it claimsthe

righttodetermineanddeclareω初t thingcorrespondstothename , andtovaryits

declaration". Then , moneyproperbecomeschartalistStatemoney.

AlthoughFisherandHawtreypointedoutthattheuseofbankcredithadbeen

predominant , theydidnotregardedbankcreditasmoney. However , Keynessaid

that , whenacknowledgementsofdebtareusedthemselvesasubstituteformoney

properinthesettlementoftransactions , “we maycallitbankmoney". Ofcourse ,
headdedanotethat “not forgetting , however , thattheyarenotmoneyproper"(p.

5). Uptohere , Keynes'theoryisthesameasthatofHawtreyexceptthatbank

creditisrenamedbankmoney. “Bank moneyissimplyacknowledgementsofapriｭ

vatedebt , expressedinmoneyofaccount ラwhich isusedbypassingfromonehandto

another , alternativelywithmoneyproper ぅto settleatransaction"(p.5).
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ButKeynespointsoutthatbytheinterventionofthe state , bankmoney

changesthecaracterofmoneyproper. “The bankmoneymayrepresentnolonger

aprivatedebt , asintheabovedefinition , butadebtowingbytheState"(p.5).

Bankmoneywhichistrasformedintomoneyproper “has changeditscharacterand

shouldnolongerbereckonedasadebt. Keynescalledsuchbankmoney “repre
sentativemoney". “Since itisofessenceofadebttobeenforceableintermsof

somethingotherthanitself" (p.6). Theconceptofrepresentativemoneyisinnovaｭ

tive. ItisnotmerelybecauseofquantitativeimportancethatKeynesregarded

bankcreditasmoney. SuchattitudeofKeynesiscontrastingwiththemodern

dominanttreatmentwhichdefinesmoneymerelyintherelationwithothermacro

variablessuchasGDP.

KeynesincludesastheStatemoney “not onlymoneywhichisitselfcompulｭ

sorylegaltenderbutalsomoneywhichtheStateorthecentralbankundertakesto

acceptinpaymentstoitselfortoexchangeforcompulsorylegaltendermoney"(p.

6) , andclassifysitinto“ commodity money"and“ represen tative money". Further ,
heclassifysthetwoformswhichrepresentativemoneycantake , thatis ， “自at money"

and“ managed money". Now , startingfromHawtrey'stheoryofanabstructmoney

ofaccount , wereachtheconceptofmanagedmoneyofKeynes. Managedmoneyis

“ in ahybrid"betweencommoditymoneyand 白at moneyand“ for thisreason , its

qualitiesarenotsoeasilyunderstood";Itissimilartocommoditymoneyinthat

theyarerelatedtoanobjectivestandardsofvalue , andsimilartofiatmoneyinthat

theyhaverelativelylittleornointrinsicvalueapartfromlaworprcticeoftheState

(p.7). Keynesthought that “the besttypicalmodernmoneysapproximatemore

andmoretotheformofmanagedmoney"andthatmanagedmoneyis“ th e most

generalizedformofmoney"inthatitdegeneratesintocommoditymoneywhenit

has100percentofthe0防ective standardanditdege 町rates into 日at moneywhenit

losesitsobjectivestandards(p.7). Therefore , asKeynessaysthathistheory “ I S exｭ

pressedwithprimaryreferencetoamanagedmoney;buttheformulasreachedwill

beeasilymodifiable , ifnecessary , tosuitthespecialconditionseitherofacommodity

moneyorofafiatmoney" (p.8) , A TreatiseonMon り is abookintendedtobethe

generaltheoryonmoney.

AccordingtoKeynes , A managedmoneycameintoforcefrom 1819 , butthe

principlesandm
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agedmoney. Thepracticalefficacyofbankrate , whichhadbeen “ a mostnovel

one" , becamenotmerely “familiar" but“ an artcleoffaithanddogma". However ,
theprecisemodusoperandiofbankratewerenotclearlybeenunderstood. According

toKeynes ぅit “have notbeenclearlyunderstood"(p.15).

Onthemodusoperandiofbankrate , Keynesexaminedthetraditionaldoctorine

asacluefortheoreticalconstructionandfoundthreestrandsofthought(Chapter

13). Thefirststrandregardsbankratemerelyasameansofregulatingthequantiｭ

tyofbankmoneyandthenamesofGiffen , Marshall , Pigou , HawtreyandCasselare

mentioned. Thesecondstrandisaviewofpracticalbankerswhichregardsbank

rateasameansofprotectngacountry'sgoldreservebyregulatingtherateofforeign

lending. Thethirdstrandistheonewhichcomesnearesttowhatseemstobethe

essenceofthematterforKeynes. ThisincludesthetheoriesofMarshallandHawｭ

treywhichregardsbankrateasinfluencingtherateofinvestmentandthetheoriesof

WicksellandCassel“ as influencingtherateofinvestmentrelativelytothatofsavｭ

i時s" (p.171).

Keynesstatedthat , whileHawtrey “seems togetmuchnearertotheideaof

bankrateasaffectingtherateofinvestment"(p.173) , "Hawtreyhaslimiteditsinｭ

fluence to “one particularkindofinvestment , namely , investmentbydealersinliｭ

quid goods" , Wicksellwasclosertothefundamentalconceptionofbankrateas

affectingtherelationshipbetweeninvestmentandsaving"(p.176).

InHawtrey'smonetaryeconomics , thedealers , who“j udge demandandreg ・

ulatesupply" ((1919) , p.8) , fillaveryinpotantplace. Itisthemerchant “ who
takestheinitiativeinproduction". And“ as he[themerchant]issosensitivetothe

rateofinterest ぅthe wholemachineryofcredit ラin whichheplayssuchanimportant

part , willbeequallysensitive" ((1919) , p.25). However , Keynesdenysthereｭ

sponseoftrader うstocks totherateofinterest
4
). Thesensitivityasassumedby

Hawtrey “certainly doesnotexistinfact" OMK , 5ラp. 173).

AlthoughKeynesadoptedthedistinctionbetweenthe“ natural" andthe“ m ar
ket"ratesofinterest , weshouldnoticethatKeynescriticizedWickselltoo. Keynes

statedthat “while Wicksell'sexpressionscannotbejustifiedastheystrandandmust

seemunconvincingwithoutfurtherdevelopment , theycanbeinterpretedinclose

accordancewiththefundamentalequationofth

4)“ T o denytheresponseoftrader'stockstotherateofinterestistodenyanyconsiderableeffectofbank

rateoneconomicactivity. EversincethepublicationofKeynes'TreatiseanMan り that hasbeenthe

predominantviewofacademi
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V Conclusion

11

KeynesexpressedtheWicksellconnectioninthechapter13ofA Treatiseon

Mon り・ There ， Hawtrey' theorγis criticizedandseemstogivenoinfluenceto

Keynes. However , theargumentonthemodusoperandiofbankrateisontheextenｭ

sionofKeynes'theoryonthenatun;ofmoney , whichIthinkisbasedonHawtrey's

theoryofanabstractmoneyofaccount , althoughitisgreatlymodified. Therefore ,
Keynes'expressionoftheWicksellconnectionalso“ began fromHawtrey".
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