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The Theoretical Development of the Capital Interest & the Monetary Interest:
The History Made by Bohm-Baverk, Wicksell, and Keynes

Noritoshi SUZUKI *

Abstract

Until John Maynard Keynes classified the notion of the interest rate, or the rate of profitability,
into the two categories, many theorists of the major old and classic school of economics used one
type with the other. Such theorist of Austrian school as E.Von. Bohm-Baverk thought of the inter-
est rate as the productivity or profitability of material “capital”. The first theorist of the Stockholm
school, Knut Wicksell, made further refinement to it. But they did not so clearly differentiate capi-

tal interest from the other type, for example “the bank rate” etc., which called “the monetary rate”.

It is J.M. Keynes who classified the notion of interest into the two sets, the real interest and the

monetary interest. To inquire the development of interest theory would give us useful findings.
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2. - -money paid regularly at a particular
for the use of money lent, or delaying
the repayment of a debt [as modifier]
interest payment.

4. a stake or involvement in an undertaking,
especially a financial one: holders of
voting rights must disclose their interests
|- -+ legal concern, title or right in
property.
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