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Abstract

In this study, we develop a model of currency economy wherein households (consumers)
plan their present and future consumption, firms finance their investments with funds
borrowed from households, and prices are rigid. We consider three types of market
equilibrium (Keynesian Equilibrium; Nash Equilibrium; and Cooperative Equilibrium)
using this model, to propose a new microeconomic basis for the principle of effective
demand, and simultaneously to explain Keynesian concepts such as the paradox of
savings, investment multiplier, and involuntary unemployment on the basis of

consumers’ mutual dependence and their failure to cooperate.
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