
The Quantity
of Money

H. VISSER

Martin Robertson



Contents

Preface ix

1 The monetary economy 1
1.1 Why money is used , 1
1.2 The choice of a means of payment 8
1.3 The problems of a monetary economy 10

2 The supply of money and credit 17
* 2.1 The creation of money 17
2.2 The relationship between the quantity of base

money,' the total quantity of money and the
volume of credit 25

2.3 Money-creating and non-money-creating finan-
cial institutions 41

3 The demand for money I 54
3.1 Average cash balances and the velocity of money 54
3.2 The beginning of portfolio analysis 61
3.3 Keynes's liquidity preference theory 65
3.4 The inventory approach to money demand 70

4 The demand for money II 84
4.1 Risk and uncertainty with respect to capital 84

values
4.2 An extension of portfolio analysis 99
4.3 Friedman's 'new quantity theory' 107
4.4 The money demand function — a recapitulation 111
4.5 Some problems in econometric investigation 113
4.6 The findings of econometric investigation 117



vi CONTENTS

5 The quantity theory and the transmission
mechanisms 130
5.1 Introduction 130
5.2 The rise of the quantity theory 131
5.3 The quantity theory and dynamic analysis:

Hume, Wicksell and Fisher 135
5.4 The Gibson paradox 143
5.5 The transmission mechanisms 147

6 The quantity theory: qualifications and objections 166
6.1 The quantity theory and the elasticity of money

demand 166
6.2 The ceteris paribus condition 174
6.3 Forced savings 177
6.4 Monetary equilibrium 178
6.5 Critics of the quantity theory 183

7 The Keynesians and Keynes 195
7.1 Introduction 195
7.2 The Keynesian model 197
7.3 Keynesians and (neo-)classicists 204
7.4 Monetary and fiscal policy in Keynesian models 207
T..5 The Radcliffe report 211
7.6 The reinterpretation of Keynes 214

8 The Monetarists 225
8.1 Introduction 225
8.2 The relationship between the monetary sector

and the commodity sector 227
8.3 Monetary and fiscal policy 231
8.4 Monetarists and Keynesians 239

Inflation
9.1 Demand-pull and cost-push inflation
9.2 The Phillips curve
9.3 A microeconomic theory of inflation

unemployment
9.4 Is inflation harmful?
9.5 Recapitulation

Index of Names
Index of Subjects

251
251
257

and
261
268
281

288

291


