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Abstract: Post-Keynesianism is a school of thought that can be subdivided into several 

strands, among which the Kaleckian perspective is one of the most important and 

widely discussed. Recent efforts seek to combine institutionalism with post-

Keynesianism, creating post-Keynesian institutionalism (PKI). However, Kaleckian 

economics can enrich PKI, as also Kalecki addresses issues concerning power and 

income distribution. This paper thus explores the connections between Kalecki‘s 

writings and the main assumptions underlying PKI. As PKI clarifies some aspects of 

economic dynamics, Kaleckian economics enriches it and establishes a better 

connection between the microeconomics of institutionalism and the macroeconomics of 

post-Keynesianism.  

Keywords: post-Keynesianism; Institutionalism; Kalecki 

 

Resumo: O pós-Keynesianismo é uma escola de pensamento que pode ser subdividida 

em diversos ramos, dentre os quais a perspectiva Kaleckiana é um dos mais importantes 

e amplamente discutidos. Esforços recentes buscaram combinar o institucionalismo ao 

pós-Keynesianismo, criando o pós-Keynesianismo Institucional (PKI). Todavia, a 

economia Kaleckiana pode enriquecer o PKI, uma vez que Kalecki aborda temas 

referentes a poder e distribuição de renda. Este trabalho aborda as conexões entre os 

escritos de Kalecki e as principais hipóteses concernindo o PKI. Como o PKI esclarece 

alguns aspectos de dinâmica econômica, a economia Kaleckiana enriquece o PKI e 

estabelece uma conexão aprimorada entre a microeconomia institucionalista e a 

macroeconomia pós-Keynesiana. 
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Introduction 

 Post-Keynesian institutionalism (PKI) is an incipient theoretical field that seeks 

to combine the original institutionalism with post-Keynesianism. By institutionalism, 

we understand the original institutional economics as the intellectual movement whose 

advent was started by the works of Thorstein Veblen and John R. Commons. The usual 

terms used to designate this intellectual movement are American institutionalism, 

original institutional economics, or old institutional economics. In this article, the term 

used is the simplified institutional economics. The PKI had its origins in the 1980s. 

However, Whalen (2019) points towards a non-explicit convergence at the end of the 

1970s, when Wallace Peterson (1977), in his presidential speech for the Association for 

Evolutionary Economics (AFEE), highlighted the similarities between these two 

theoretical strands.
1
 Only in 1983, with the publication of An Inquiry into the Poverty of 

Economics by Wilber and Jameson (1983), post-Keynesian institutionalism (PKI) was 

presented as an alternative to conventional economics and other economic paradigms 

(Whalen 2019). Based on the bimodal economics presented by John Kenneth Galbraith 

(1977), Wilber and James (1983) combine this theory to other institutionalist and post-

Keynesian concepts, aiming at solving the stagflation problem, which was widely 

discussed at the time. 

The interaction between finance and microeconomics was the object of study for 

American economist Hyman Minsky, who, according to Whalen (2021), provided PKI 

with a robust approach to analyze not only the American economy, but also financial 

crises in many parts of the world. Therefore, Minsky‘s writings were essential to shed 

light on the financial instability linked to economic cycles and on the ascension of what 

Minsky called the ―money manager capitalism.‖2 After Minsky‘s death, in 1996, PKI 

continued to draw the attention of heterodox economists, many of whom agreed to 

Minsky‘s vision to relate his financial instability analysis to the economic cycles in the 

1990s (Zalewski 2002). The Great Recession of 2008 was also important in spreading 

PKI, as the crisis emphasized the explanatory potential of some intrinsic PKI traits 

(Whalen 2013).3 

In addition to the literature stream that sought the construction of PKI under the 

influence of the matter of financial instability, some authors sought to approach the 

original writings of Keynes on institutionalism. For instance, Hodgson (1989) argues 

that the institutionalist research program has something to offer as the microeconomic 

foundation of post-Keynesian economics. Afterward, the author pointed out that both 

theoretical strands share the understanding of human rationality and accept 

macroeconomics as an independent field of study in addition to rejecting 

methodological reductionism (Hodgson 1999). Harvey (1994) indicates some Veblenian 

elements in Keynes‘ General Theory (1936), highlighting the elements in common 

                                                           

1
 Whalen (2019) identifies Brazelton (1981), Keller (1983), and Marshall (1983) as pioneering 

works in the search for the relationship between post-Keynesianism and institutional 

economics. Furthermore, Dillard‘s (1980) presidential speech for the AFEE sought an 

approximation between the two theoretical strands. 
2
 Minsky (1993) defines ―money manager capitalism‖ as the fifth stage of capitalism, in which 

the main businesses of financial markets become very distant from the financing of a 

country‘s development. Therefore, the main objective of corporation managers transforms 

from securing profits in the field of production and trade to maintaining the high value of 

companies‘ liabilities in financial markets, with the goal of sustaining shareholders‘ 

financial positions.  
3
 Whalen (2019) highlights the financial instability hypothesis and Wall-Street paradigm. 



between Keynes‘ magnum opus and post-Keynesian research, such as circular 

causation, holism, and the Veblenian dichotomy.4 

The research on PKI focuses on the compatibility between Keynes‘ original 

works and post-Keynesianism for institutionalist authors (Whalen 2019). 

Notwithstanding, Kalecki‘s importance in the post-Keynesian debate is significant, 

meaning PKI can benefit from Kalecki‘s inherent concepts. The objective of this article 

is thus to identify how Kalecki‘s contributions are aligned to the institutionalist 

perspective and, consequently, can contribute to PKI.  

The remainder of this article is organized as follows. The next section presents 

PKI, highlighting the theoretical and methodological convergence between post-

Keynesianism and institutionalism. The third section introduces the compatibility 

between Kalecki‘s writings and Veblen‘s and Commons‘ works, as this linkage justifies 

the demand for Kaleckian insights in PKI. Finally, the last section concludes the article. 

Post-Keynesian Institutionalism (PKI) 

Whalen (2019) defined PKI as a branch of institutional economics that uses the 

joint ideas between the original institutionalist authors and post-Keynesians. The post-

Keynesians are defined, according to Hamouda and Harcourt (1988), as the economists 

who follow Keynes‘ original ideas. Consequently, PKI also encompasses the 

connections between institutional economics and Keynes. Using Dugger‘s (1996) 

definition, which postulates that, for institutionalists, economics is the study of social 

provisioning in constant evolution, Whalen (2019) enumerates the main points defining 

PKI: (1) PKI‘s theorists are more interested in analysis built on realistic hypotheses than 

in the construction of formal models; (2) there is uncertainty in the economy and people 

act according to social conventions or institutions, that is, learning occurs through 

experience and not only its ends but also the means are subject to constant 

reconsideration; and (3) PKI sees in social conventions or institutions, not in impersonal 

nature forces, the factors for an economy‘s regulation. In this way, market dynamics 

involve cumulative causation, path dependence, and hysteresis.  

Once PKI encompasses post-Keynesianism intrinsically, the methodological and 

theoretical traits that constitute the post-Keynesianism have an immediate 

correspondence to PKI‘s features. Therefore, the post-Keynesian characteristics should 

be valid for PKI as well. According to Lavoie (2014), the post-Keynesian traits present 

in all the heterodox economics are: (1) post-Keynesians accept realism among their 

hypotheses,5 as well as (2) consistent rationality to the environment,6 (3) holism as a 

method,7 (4) production as central object of study, and (5) the perception of unbalance 

                                                           
4
 Harvey (1994) draws a parallel between the ceremonial–instrumental dichotomy with a 

distinction between speculation and enterprise, elements which compose chapter 12 of 

Keynes‘ General Theory (1936) and finds in the Keynesian multiplier and in the 

investment-capital cycle proof of the existence of the circular causation in Keynes‘ works. 
5
 Realism refers to the fact that a theory cannot be correct unless its starting point is 

composed of assumptions that connect to the observed reality. 
6
 From this hypothesis, we derive the fact that an individual‘s inherent rationality must 

be aligned to the environment, which, according to the heterodox viewpoint, is 

characterized by an immense quantity of unreliable information or by the absence 

of relevant information. 
7
 Organicism, or holism, is a method that emphasizes social relationships as part of the 

determinant factors determining an individual‘s behavior, in opposition to 



and market instability.8 Clearly, in addition to PKI belonging to heterodox economics, 

there is no conflict or disagreement between PKI‘s definition by Whalen (2019) and 

Lavoie‘s post-Keynesian traits (Lavoie, 2014). 

In addition to these traits, according to Lavoie (2014), post-Keynesianism has a 

set of specificities inherent to it, which also apply to PKI. For instance, a post-

Keynesian trait is the assumption that the capitalist economy is a monetary economy, 

which is strictly linked to the usage of historical time and the existence of fundamental 

uncertainty (Amadeo and Dutt 2003).9 These concepts connect to non-ergodicity and 

the historical irreversibility of time, which are essential features in post-Keynesian 

authors‘ analyses, as Keynes‘ starting point consisted of these principles. As the 

uncertainty of a time period is not comparable to other periods, the available 

information is not captured by agents in subsequent periods because the changes in the 

macroeconomic landscape and in expectations are inherent to that specific moment. 

Therefore, it is not surprising that post-Keynesian authors attribute a central role to 

uncertainty in Keynesian economic thought. 

According to Dequech (1999, 415–416), the concept of uncertainty in the post-

Keynesian perspective refers to ―situations in which at least some essential information 

about the future events cannot be known at the moment of decision because this 

information does not exist and cannot be inferred from any existing data set‖ [emphasis 

in the original]. Therefore, uncertainty, in the post-Keynesian perspective, is 

characterized by the absence of trustworthy knowledge on the results associated to any 

decision. However, this process is not completely random. In an uncertain environment, 

the post-Keynesian decision-making process is related to trust, expectations, and 

conventions. For Dequech (2012), a convention is a behavior pattern and/or a socially 

shared thought, which is followed, or is expected to be followed (at least partially), by 

the decision makers.10 The existence of external coercive pressure is not mandatory: it 

exists for several conventions and can be only partially present in others.  

For Latsis et al. (2010), the general traits of the Keynesian convention 

encompass: (1) coordination among agents, (2) behavior regularities, (3) arbitrariness, 

and (4) response to uncertainty. Highlighting the importance of convention in decision-

making in an uncertain environment, Garner (1982) affirms that, according to Keynes, 

                                                                                                                                                                          
atomism. Under the consumer perspective, this method highlights an individual‘s 

behavior in comparison to the others, with the existence of behavior replication, 

search for status, and positional goods, such as the role of innovations in consumer 

credit. 
8
 Comparatively, Lavoie (2014) identifies the orthodox assumptions as counterpart to 

the enumerated principles, which are: instrumentalism, consistent rationality with 

the model and with maximizing agents, individualism, trades and allocation as 

main concerns, and unregulated markets. 
9
 As opposed to the logical time used by neoclassic authors. 

10
 Dequech (2011) emphasizes that Keynes does not define the concept of convention 

clearly. Consequently, there are several definitions of this concept among his 

interpreters. For example, Darity and Horn (1993) consider Keynes‘ convention as 

a rule of thumb. Another usual interpretation used by economists—usually 

conventional—is that Keynes‘ convention is the average opinion. However, 

Dequech (2011) objects the average opinion perspective and affirms that the 

average opinion might be the result of several opinions and different behaviors, 

contrary to the results of a convention collective behavior.  
 



the decision makers deal with uncertainty by assuming that the present is an adequate 

guide for the future and the existing state of opinion summarizes the future landscape 

and the conformity in the behavior of most people (as in Keynes 1937). Keynes (1936) 

affirms that a convention implies that a decision maker considers that the existing state 

of affairs will continue, except if there are specific reasons to expect changes. The 

historical irreversibility of time is directly associated to crucial decisions (Davidson 

1983; Cardim de Carvalho 1988; Dequech 2003). Crucial decisions imply that an action 

may change the decision-making environment if that action refers to a mutable 

historical moment (Cardim de Carvalho 1988; Davidson 1972, 1983). Davidson 

explained this in another way: the decision-making environment considered by post-

Keynesian authors is non-ergodic.  

A methodological synergic element between post-Keynesianism and 

institutionalism is the impact of social constructs in decision-making. As already 

emphasized, post-Keynesianism highlights social convention and institutionalism 

evidently stresses the role of institutions in decision-making. Under institutionalism, 

institutions are understood as collective shared habits of thought. To work with the 

concept of institutions, it is thus important to understand the meaning of habit for 

institutionalism. Institutional economics rests in a philosophical ground of habit, which 

differs from the usual and psychological conception. Commonly, habit is understood as 

repetition.  

According to institutionalism, a habit arises from such repetitive situations, but it 

is not simply repetition (Hodgson 2004, 2006). Habits are formed through repetition, are 

influenced by previous activities, and have durable and self-sustainable qualities 

(Hodgson 2002). A habit can be understood as a widely non-deliberative and non-acting 

propensity of getting involved in a thinking pattern or previously adopted behavior 

(Hodgson 2003, 2006). Habit does not mean thought or behavior but a propensity to 

thinking or behaving in a particular way and in specific situations that can be triggered 

by a stimulus or an appropriate context (Hodgson 2002, 2004, 2006). Habits can remain 

without use for long periods of time and, as a result, can exist even when not expressed. 

For institutionalists, a habit is hostage to its time and space, which aid but do not 

determine decision-making. The concept of habit for institutionalists refers to the 

general traits of Keynesian convention by Latsis et. al (2010) as to the decision making 

in a non-ergodic environment. 

Therefore, in terms of decision-making, there is a large methodological synergy 

between post-Keynesianism and institutionalism that denotes PKI. However, it is 

possible to find contributions beyond the scope of decision-making. For example, 

Tauheed (2011) presents a synthesis between two conflicting positions regarding both 

theories. On the one hand, institutionalists present a theory that provides plausible 

explanations for economic phenomena but lacks applicability in normative terms. On 

the other hand, post-Keynesianism presents methodological rigor with immediate 

applicability, whose very methods have the potential of being absorbed by incompatible 

traditions (neoclassic synthesis) because of the lack of an explicit philosophical 

foundation. Tauheed (2011) proposes a synthesis with ―plausible rigor,‖ including a 

dynamic model compatible with post-Keynesianism, using an institutionalist heuristic, 

aiming at a synthesis applicable to economic policy. 

Another work which deserves attention in the attempt of building the PKI 

methodology is Fernandez-Huerga (2008), who proposes a behavior model that fits 

post-Keynesian instruments as much as institutionalist heuristics. To this end, 

Fernandez-Huerga (2008) makes comparisons between orthodox behavior models and 

the PKI model, already treating PKI as a unit. The behaviors are divided into three 



different phases: motivation, perception/cognition of the environment, and 

rationality/decision-making. Inside the PKI models, in the motivation phase, the 

behavior is aimed at many goals, there is a variety of different objectives, and there is a 

needs and wants structure that follows a determined order of priority. The identification 

of this hierarchical structure is a cognitive process, which meets the satiation principle, 

the growth of needs, and the dependence between wants and needs. For the second 

group, Fernandez-Huerga (2008) emphasizes that individuals have limited cognitive 

capacities and are potentially creative, that the cognition is a social act, and that 

knowledge is subject to fundamental uncertainty.11 At last, for the last group, 

Fernandez-Huerga (2008) highlights that individuals have limited reasoning ability but 

are creative and their emotions help them in the decision-making process, so that 

rationality is associated to the search for a good solution and with the idea of satisficing 

(Simon 1955). 

Under post-Keynesianism, we can consider that the Kaleckian strand has the 

same traits as general heterodox economics and the specific features of post-

Keynesianism, which leads to a methodological convergence with PKI. Moreover, 

Kalecki‘s work is of great relevance to the conception and consolidation of post-

Keynesianism (Arestis 1996). The authors who follow this strand have as the core 

argument the principle of effective demand, present in both Kalecki‘s works and 

Keynes‘ General Theory (1936). However, differently from the traditional post-

Keynesian analysis, Kalecki presents his significant concern with income distribution in 

the production process, which is related directly to the power among social classes 

(Ferreira 1996). Lavoie (2014) affirms that post-Keynesian authors, whose theoretical 

position is close to Kalecki‘s works, are concerned about matters connected to an 

increase of yield and income, such as the American post-Keynesian authors. However, 

they also work with growth theory, business cycles, relationships between mark-up and 

growth, and thus the redistribution of income. The next section lists the connections 

between the Kaleckian literature strand and institutionalism for better highlighting 

Kalecki‘s contribution to PKI. 

Contributions of the Kaleckian Literature Strand to PKI 

There are two approaches on the relation between macroeconomics and 

microeconomics, which established itself after the macroeconomics development, 

although both originate from the neoclassic theory. The first establishes that 

macroeconomics is only the pure aggregation of microeconomics without adding new 

information, which was not yet present at the microanalysis level. The second posits 

that microeconomics is just the disaggregation of macroeconomics, so that the latter 

would impose restrictions to the behaviors of individuals. For Kalecki, the 

interrelatedness between macroeconomics and microeconomics follows an analysis 

pattern similar to the classic approach, in which both are treated interdependently, 

without a notorious distinction between them (Kriesler 1996), thus returning to the 

classic economics perspective and breaking with both viewpoints. 

The construction of the Kaleckian model looks for the independence of wages 

and the profits share in the output level and the determination of raw profits, which are 

independent of prices and the relative division between wages and profits (Kriesler 

                                                           

11
 Fundamental uncertainty is related to the existence of creativity and the possibility of 

non-conceivable structural changes, that is, future possible events are not fixed 

beforehand (Dequech 2000, 2006). 



1987).12 When discussing the relative share of wages and profits, the main social 

distinction for Kalecki is that between those who own capital and those who work. This 

difference is the core of original institutionalism. Veblen presents this distinction under 

many perspectives, the most famous being the dualism between the leisure class and the 

working class (1899) and the contrast between hidden interests and common people 

(1919). Commons also relies on the socioeconomic distinctions among individuals.  

For Commons, such distinctions would affect how individuals transact, implying 

different types of transaction—managerial, rationing, and bargaining transactions (1931, 

1934, chapter 3). Commons focuses on one particular type of transaction that occurs 

between the worker and the firm owner and analyzes the transactions that occurred in 

the labor market and in the North American working-class movement (Gruchy 1947, 

chapter 3). 

Therefore, the approximation between PKI and the Kaleckian strand of post-

Keynesianism deals with the segmentation between individuals in the economic system 

that is closer to institutionalism. As the segmentation introduced by Keynes (1936) and 

adopted by post-Keynesians, is a distinction between businessmen and speculators or, in 

other words, between capital owners, Kalecki and Kaleckians such as Veblen, 

Commons, and the institutionalists distinguish between those who own capital and those 

who do not.13 

Another important connection of the Kaleckian perspective with institutionalist 

principles is the theory of prices. The essence of the Kaleckian theory of prices refers to 

the level of monopoly in firms, in which prices are defined by the firms based on a 

mark-up of the variable costs. The level of monopoly, in turn, is given by a set of 

institutional and environmental factor in which the firm is immersed.14 Therefore, 
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 This distinction matches a microanalysis/macroanalysis distinction. According to 

Kriesler (1996, 60):  

The analysis of distribution is derived on the basis of the behavior of individual 

firms, so it can be considered as microeconomic. On the other hand, the level of 

gross profits cannot be determined by aggregating the behavior of individual units. 

This is because (…) there is a fallacy of composition involved in adding the 

behavior of individual capitalists to derive their ‗aggregate class‘: what is true for 

capitalists as a class will not be true for individual capitalists. 

In other words, the individual capitalists act in political terms as a class, but from a 

strictly economic standpoint, when undertaking production, they do not act as a 

class (Ferreira 1996). Therefore, the increase in a capitalist‘s expenses raises the 

amount of profits, but does not occur to each capitalist individually. A capitalist 

has the power to raise his or her profits by increasing his or her mark-up. However, 

if all the capitalist class increases the average mark-up without altering the 

expenses on investment, they will raise their share on the product as a class, but not 

their profits once output and employment will decline. As such, a lower output will 

be shared among capitalists, which shows that the microeconomic analysis is not 

aggregated to constitute macroeconomic analysis. Instead they can together form a 

representative picture of the economic process (Kriesler 1996). 
13

 For Keynes, the conflict subsistent to the capitalist economy between businessmen 

and investors implies that workers should ally themselves to businessmen, as their 

activities would guarantee workers‘ jobs. The contrary case was presented by 

Kalecki. 
14

 The level of capital centralization does not coincide with the level of monopoly:  



changes in wages have a lower impact on mark-up, which makes the class struggle a 

determinant of the mark-up and not of the values attributed to wages (Kalecki 1971). 

For Kalecki, the inflation process is directly linked to the labor market, having as 

determinants real wages, the validation of prices, and wages‘ levels by the monetary 

authority and by the credit system (Arestis 1996). Clearly, there is more than one 

connection to Commons‘ institutionalism regarding this point. 

For Commons, the influence power of an organized group in society over the 

actual legislature may determine the impact on the distributions of gains and losses in 

the economy, which is known as logrolling (Rutherford 1983). Private collectives seek 

to influence the legislature in their favor, thus increasing the amount of managerial and 

rationing transactions in detriment to bargaining transactions (Commons 1931). 

Therefore, firms may raise their monopoly level as a group, thus constituting an 

oligopoly, when influencing the current legislature and as a result broaden their 

bargaining power and their influence on the economic landscape. However, this is not 

the only connection between the Kaleckian pricing theory and institutionalism. 

As highlighted by Mayhew (1987), institutionalism emerges in the same 

moment as the ascension of ―big business‖ and ―robber barons.‖ This ascension marks 

the end of production guided toward a single product in an only industrial plant whose 

management is led by the factory owner. Therefore, the emergence of the multi-plant 

multi-producing corporations and administrative bureaucracy occurred. This is a large 

change that also modifies financing and the competition. Veblen and Commons 

analyzed this type of economic reality (Mayhew 1987) that was related to markets born 

in an oligopoly fashion, which demanded the North American government action about 

their market power, such as by the Sherman Act. Veblen (1919, 1921) distinguishes 

between business and productive efficiency, in which the former concerns pecuniary 

gains and the latter the goods productive process. For Veblen (1921), businesses are 

controlled by ―industry captains,‖ a designation that Veblen used for ―robber barons.‖ It 

is thus important to highlight that there are post-Keynesian contributions that deal with 

the emergence of oligopolies in the market, for example, that of Robinson (1953). The 

question is whether the post-Keynesian Kaleckian strand allows associating the 

formation of oligopolies and market concentration to different economic functions, thus 

coming closer to the writings of the founder of original institutionalism. 

The post-Keynesian analysis of economic policies, as advocated by Kalecki 

(1943), suggests that governments have the power to influence economic aggregates, 

but the magnitude of this interference does not occur at its fullest due to the discrepancy 

in power among social classes. Similar to Keynes, Kalecki sought to obtain full 

employment in the economy. This objective could be achieved with the employment of 

two types of economic policies: stimulus to private investment and the redistribution of 

income from the wealthier classes to the less wealthy ones. However, such means are 

not particularly fit to the managerial class, which abominates state interference to obtain 

full employment, justifying this by the crowding-out effect—considering the private 

sector efficient and the public inefficient. For Kalecki, however, there are three reasons 

upon which this rejection to full-employment lies:  

First of all, the disapproval of the government intervention since the foundations 

of the capitalist economy, which is private property and its expansion, should depend on 

                                                                                                                                                                          

(…) when one considers changes in the industrial structure, that is, considering the 

system dynamics, one cannot ascertain that a raise in the industrial concentrations 

leads to, necessarily, a raise in the monopoly level of an industry or one of its 

particular branches.‖ (Ferreira 1996, 40) 



private decisions for a given state of trust. Second, the disapproval of the management 

of capitalist expense, especially when it is directed at a welfare state policy. Last, 

disapproval to social changes which may come up with full employment, notably the 

‗indiscipline‘ of the working class by the raise in its bargaining power: management 

leaders tend to prefer ―factory discipline‖ and ―political stability‖ instead of more 

profits (Kalecki 1977b). 

In other words, the capitalist class accepts a certain amount of government 

intervention but rejects it when its hegemonic position in society is threatened. This also 

differs according to the control the capitalist class has on economic decisions because of 

their investment decisions and loses such prerogatives, when governmental action starts 

to own part of these decisions. Henceforth, for Kalecki, the economy would never reach 

full employment because it would have undesired consequences for capitalists from the 

standpoint of their hegemony as a class. Institutional analysis can also shed light on this 

relationship, because this argument is also present in Veblen‘s works, in which the clash 

among many pressure groups within society results in the underutilization of equipment 

and labor (Gruchy 1947). 

According to Veblen (1919), the institutional structure protects some interests, 

the ―vested interests.‖ These are rooted interests in the habits of thought in a society. 

Vested interests protect the already established advantages in a society, thus 

maintaining the benefits of the wealthier social classes and of current managers. This 

approach offers a particular connotation to the meaning of sabotage. According to 

Veblen (1921), sabotage is a conscious reduction in productive efficiency, typically 

instituted by laws that protect vested interests. An important distinction between the 

Kaleckian and Veblenian perspectives is in their approach regarding full employment. 

Veblen does not lean on the matter, only affirms that there is the possibility of full 

employment in times of economic prosperity, which are, however, occasional (Gruchy 

1947, 92). 

Another matter in which Kalecki may help in developing PKI refers to 

consumption. The contributions of Keynes and Kalecki to the debate on aggregate 

demand are significant, but this is not the issue in our analysis. The matter here is 

consumer decision-making. In this matter, Keynes (1936) focuses on the fundamental 

psychological law, which explains the propensity to consume. Therefore, he does not 

deal with social distinction when he approaches the consumer decision-making process, 

which is an important theme for institutionalists. For Keynes, the marginal   

propensity to consume is a socially neutral parameter. Kalecki deals with different 

expenditure perspectives according to social class. 

According to Kalecki, workers are forced to consume all their income, which is 

a very different situation from that of the capitalists, because they earn what they spend. 

Capitalists‘ remuneration, the profit, is determined by their consumption and 

investment, by state budget deficit, and by trade balance15 (Ferreira 1996). Moreover, 
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 According to Kalecki (1977a, 66), ―(...) the real raw profits in a given period of time 

are determined by capitalist decisions, in regards to their consumption and 

investment, taken in the past and subject to correction in face of unexpected 

modifications in the stock volume.‖ Relatively to the external components that 

influence profits, Kalecki (1977a, 71) argues:  

(…) the profits are equal to the investment plus the trade balance, plus the budget 

deficit, minus the workers‘ savings, plus the capitalist consumption. It can be 

concluded that an addition to the trade balance will raise profits pro tanto, 

provided that the other components do not change. 



Kalecki affirms that pressure groups influence the government but not to complement 

the investment which could lead to full employment, since it could the lead to loss of 

social power by the capitalist class (Kalecki 1977a). These Kaleckian elements can be 

associated to two fundamental points in Veblen‘s (1899) institutional theory: 

conspicuous consumption and the preservation of archaic traits in the economy. 

In regard to conspicuous consumption, the increase in workers‘ bargaining 

power resulting from an economic policy favoring the expansion of investment, which 

could lead to full employment, would open to them a larger set of consumption 

possibilities related to the pressure for raising wages—which also connects to 

Commons‘ institutionalism (Commons 1931, 1934). This could also lead to the 

expansion of ostentatious forms of consumption, before being restricted to members of 

the capitalist class. This fact would diminish, although very little, this class‘ hegemony 

relative to workers, which could lead the leisure class to seek other types of social 

distinction (Veblen 1899). Regarding the conservation of archaic traits in the economy, 

pressure groups acting as drivers of government actions can be seen as a manifestation 

of ―vested interests.‖ Moreover, the deterrent of government action as a booster of 

economic activity may have an inhibitor role for technological development, thus 

preserving the ceremonial traits of institutional structures. Under the Veblenian 

perspective, this would prevent economic development.  

Final Remarks 

The comparative analysis between post-Keynesian and institutionalist 

characteristics, as well as the Kaleckian perspective, identified common traits between 

institutionalism and Kalecki‘s writings. The central matter was highlighting how 

Kalecki may enrich PKI. This article thus argues that a post-Keynesian focus better 

identifies with macroeconomics. To this end, Kalecki provides the ideal instruments to 

create a bridge between the two strands by encompassing microanalytical elements and 

a macroeconomic theory compatible with post-Keynesianism. 

This article identifies the traits from Kalecki‘s writings most compatible with the 

institutionalist perspective, concluding that Kalecki‘s economics provides a solid link 

between institutionalist microeconomics and post-Keynesian macroeconomics. 

Kalecki‘s specificities concern the fact that the capitalist economy has several 

inequalities that the market forces are not in any condition to eradicate, but instead 

reinforce them. Moreover, similar to institutionalists, Kalecki deals with a society of 

unequal people. As some features in Kalecki‘s work are associated with institutionalist 

concepts, there is confirmation of analysis level compatibility, which may give rise to a 

Kaleckian strand of PKI. 

As themes for future research, there exists the possibility of verifying which 

other institutionalist concepts may fit the Kaleckian perspective for laying the 

foundations of a microfundamented macroeconomic theory, once the foundations and 

features to both theories are deemed compatible. Moreover, in future works, dealing 

with a more formal perspective of the PKI approach incorporating Kalecki may be an 

enriching subject for research. 
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