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Abstract

Different conclusions about the effects of open market operations
are reached even among economists using full employment and ra-
tional expectations models. I show that these can be attributed
to different assumptions regarding (i) the concept of the deficit
that is held fixed in the face of an open market operation, (ii)
diversity among agents, and (iii) the features generating money
demand. With regard to (iii), I argue that plausible ways of
explaining the holding of low-return money preclude the kind of
perfect credit markets needed to obtain Ricardian equivalence.
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Twven abstracting from business cycles or Phillips curve
considerations, there seem to exist widely divergent views about
the effects of monetary and fiscal policy. That is, even among
those using models that assume competitive market clearing and
perfect foresight (rational expectations), there are diverse views
about the effects of open market operations and of bond-financed
deficits. One view, labeled View 1, is that Ricardian equivalence
holds and that open market purchases and sales are equivalent,
respectively, to transfers and taxes financed by money creation
and destruction (see Barro (1983), Lucas (1983)). Another view,
labeled View 2, can be expressed loosely in terms of two proposi-
tions. First, if there is laissez-faire in private intermediation
and if there is a single intermediation technology which displays
constant average costs, then a version of Ricardian equiwvalence
holds and a Modigliani-Miller irrelevance result holds; open
market operations are neutral and do not change the price level.
Second, 1if, however, there are legal restrictions on private
intermediation that prevent the private sector from issuing claims
that compete perfectly with some of those issued by the govern-
ment, then, in general, Ricardian equivalence fails and open
market operations are nonneutral (see Wallace (1981, 1983) Sar-
gent-Wallace (1982), Bryant-Wallace (1984)). In this paper, I
will attempt to sort out and comment on the features responsible
for these different results.

I will discuss three features that are at work in gene-
rating the different results: (i) differences in the open market

operation policy experiment and, in particular, differences in the
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concept of the deficit path that is held fixed in the face of an
open market operation; (ii) different assumptions regarding diver-
sity and, in particular, single-agent models versus mny-agent
models; and (iii) different assumptions regarding money demand
and, in particular, money dominated in rate of return.

I will discuss these features against the background of
a nonbequest overlapping generations (0G) model. Although View 1
is generally expounded in other contexts, we will see that the
nonbequest O0G framework does not by itself prejudice outcomes
against View 1.

As a way of highlighting the role played by the policy
experiment and by the presence or absence of diversity, I begin in
Section I with a simple 0OG model that gives rise to a single rate
of return on all assets. For that model I will set out several
neutrality propositions, including one that is consistent with
View 1 and another that is consistent with View 2. In Section II,
that model is amended in two ways: (a) by making money an argu-
ment of utility functions; and (b) by imposing a particular kind
of Clower constraint. Poth of the resulting models are consistent
with View 1 and with Ricardian equivalence and money dominated in
return. In Section III, I briefly exposit the legal restrictions
theory that lies behind View 2 and survey existing models of legal
restrictions. These turn out to be models which do not satisfy
Ricardian equivalence or View 1. Finally, in the concluding
section, I attempt to answer the question that is the title of the
papers Despite the Section II models, I argue that Ricardian

equivalence and rate of return dominance of money are not mutually

consistent generally.
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I. WNeutrality in a Single-Return Overlapping
Generations Model

Our neutrality propositions are to be understood as
being of the following form: if there exists an equilibrium E
under policy parameters A, then there exists an equilibrium E'
under policy parameters A', where E' and E are either identical or
related in a special way. Since, as is well known, proofs of such
propositions follow from little more than an examination of budget
sets, we can, for the most part, leave some details of the models
vague.

We begin with a pure exchange model of two-period lived
overlapping generations, defined over discrete dates t 2 1, in
which there is a single consumption good at each date. Agent h in
generation t, for t » 1, is ﬁlive at t and t + 1 and gets utility
from consumption of time t good and time t + 1 good, cgft) and
c:(t+1), respectively, and has positive pre-tax endowments of
those two goods, VZ(t) and w:ft+1), respectively. At t = 1, there
are people in the second and last period of their lives. If h is
such a person, then *h attempts to maximize cg(l), his or her
consumption of time 1 good. In addition to endowments of goods,
we assume that the people alive at t = 1 own arbitrary nonnegative
amounts of fiat currency, which total M. WNo future generation is
endowed with currency.

For this set-up, which we call model I, we set out
several neutrality propositions. The first four are motivated by
View 1 and, in particular, Barro's (1983) description of open

market operations.
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Barro analyzes an open market operation as a combination
of two policies: the first iIs a change in fiat currency brought
about by a current tax or transfer; the second is an offsetting
current tax or transfer finenced by government borrowing or lend-
ing which, in turn, is repaid through announced future taxes or
transfers (a Ricardian experiment). As Barro notes, if the quan-
tities are chosen so that there is no net change in current taxes,
then fiat currency and government debt move in opposite directilons
and in equal amounts. This is vhat Justifies calling the combina-
tion of policies an open merket operation.

Qur first four propositions verify Barro's claims about
the effects of these policies in the context of our 0G model.

To facilitate the statement of the propositions and to
introduce some of the notation we need, we write the budget set

foer a typical member of generation t, t+ » 1, as follows:

h h ~=h h h h
(1) ep(t) <wilt) +pm - pk, - pmy - pez(t)
h byl h h h
(2} ct(t+1) < wt(t+l) + Rtpt+1£t * DyqMy - pt+lzt(t+l) .

Here Py, is the price of a unit time t currency in units of the
consumption good, Eh is initial currency holdings of h, 2: nominal
loans granted by h at the nominal time t gross interest rate
Ris mz is fiat currency carried by h from t to %+ + 1 and
zi(t+i) is nominal lump-sum taxes to be paid by h at t + i. Since
all our propositions are about perfect foresight equilibria, we

will not distinguish between actual and anticipated future prices

and taxes.
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Given that h can either borrow cr lend at Rt, the above
pair of constraints is equivalent to the single constraint ob-

tained by eliminating ptiz; namely
h h h h h
(3) ct(t) + ct(t+1)/rt + ptmt(l-l/Rt) < wt(t) + wt(t+l)/Rt
—h h h
+ p.m —pt[zt(t)+zt(t+1)/Rt].

Here r, = Rtpt+llpt is the gross real rate of return {(the price of
time t consumption in units of time t + 1 consumption).

Since, in this version of the model, h gets utility only
from consurmption, we immediately conclude that if fiat currency
has value in an equilidbrium, then R, = 1. (1f R, > 1, then h
would not hold fiat currency; while if Ry < 1, then h would have a
budget set that is unbounded in comsumption.) This fact, however,
will not be used in the proofs of Propositions l-i. 0nly Proposi-
tion 5 relies on the fact that Ry =1 in any equilibrium.

HWe are now ready for our first neutrality proposition.
Suppose at t = 1, we multiply each person's initial holdings of
fiat currency by A > 0 and suppose we also adjust all the nominal
taxes, the z's, in the same proportion. Then, if a price sequence
{py} and consumption allocation is an equilibrium for A = 1, the
same consumption allocation and a new price seguence {pt'} =

{pt/l} is also an equilibrium. Ve summerize this as follows:

Proposition 1. For proportional changes in initial fiat currency

holdings, there is neutrality and price level proportionality.
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A few remarks will suffice as a proof. First, note that
the asserted changes leave the right-haend side of (3) unchanged.
Thus, any consumption bundle that is affordable and utility maxi-
mizing under A = 1 remains affordable and utility maximizing. Wow
~consider (1) and (2). TFor a given consumption bundle, if 2: and
h h' h' h _h

m satisfied (1) and (2) for A = 1, then (& ,m ] = A(2,m/

% t M ) sat-

isfy (1) and (2) at the new price sequence. If the money pur-

chases mz sum to M, then the money purchases m: sum to AM. As

]
for the "lcan" market, the sum of 22 gives rise to the same real

sum as does the sum of 1:—-zero if there is no government debt,
the same real value if there is. Note, of course, that we are
augmenting all initial money holdings, including any held by the
"old" at t = 1.

We next turn 1o Ricardian equivalence. Suppose for some
h in generation t » 1, taxes, the z's are altered in such a way
that the present value of taxes, the term in square brackets on
the right-hand side of (3), is left unchanged at the initial Rt‘
Then, it is utility meximizing for h to respond with a new guan-
tity of lending, 22’: 22 - [zi"(t)-zz(t)]. (See (1) and (2)).
Thus, if the government lowers time t taxes on h and raises time t
+ 1 taxes on h in such a way that the present value of taxes at
the initial prices 1s unchanged and if it borrows to finance the
time t tax reduction and repays the debt at t + 1 ocut of the
higher time t + 1 taxes, then any consumption allocation and

prices that is an equilibrium absent this tax and borrowing cpera-

tion is also an equilibrium under it. We state this as follows:
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Proposition 2. Changes in the time pattern of individual taxes

that leave each individual's wealth intact and that are financed

by government borrowing are neutral.

We are now ready to consider combinations of the Prop-
ositions 1 and 2 policies which can be interpreted as an open
market operation.

We do this in the following proposition.

Proposition 3. If each person's money holdings at t = 1 are

multiplied by A, if all nominal taxes other than those levied on
generation 1 are multiplied by A, and if for each h in generation

1 taxes are altered as follows:

(1) 22 (1) = a2(1) + e"r-1)m

h', .y . h h
(5) z) (2) Azl{z) - B8 (A=1)M

with Zheh = 1, then there is neutrality and price level propor-
tionality and no change in the total of time 1 taxes except for a
proportional change by A.

In proof, notice that at proportionally changed prices
the right-hand side of (3) is unaffected. Thus, affordable util-
ity maximizing consumption does not change. For market clearing,
we want Emh' = MM and zlh' = kEEh - (A=1)M. We propose as an
equilibrium portfolio for h the following: m® = Am® and 2P’ =
AtE ~ 8P(A-1)M. These obviously satisfy market clearing and, as
the reader can verify, imply no change in the magnitudes of the
right-hand sides of (1) and (2) at prices py' = pi/A for all t.
Finally, the sum condition on total time 1 taxes is implied by the

sum condition on the Bh.
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However, although this combhination of policies leaves
total time 1 taxes minus transfers unaffected, unless further
regtrictions are 1imposed, it involves changes in the composition
of time 1 taxes minus transfers across people and, therefore,
hardly qualifies as an open market operation. In our 0G context,
these additional restrictions are far from innocucus. In fact, if
some of the initial stock of flat currency is owmed by peorle who
are old at t = 1, then there is no combination of the policies unot
involving time 1 taxes and transfers among pecple that preserves
neutrality and rproportionality. If, however, the young at t =1
own among them the entire stock of fiat currency, then there does

exist such a policy. We describe it in the following proposition.

Proposition k. If Eﬁh = M, with the summetion being over the

members of generation 1, then with oh = Eh/M for each h in genera-
tion 1, all the hypotheses of Proposition 3 hold and leave each

person's time 1 taxes {in real terms) unaffected.

Proposition 4 highlights how diversity limits the appli-
cability of :View 1. ‘Put differently, with diversity among people,
only very special initial conditions and a very special combina-
tion of the Propositions 1 and 2 policies can be interpreted as an
open market operation.

Propositions 3 and b alse highlight the fiscal policy
aspect of the View 1 open mrket operation experiment. According
to that view, an open market operation involves, say, government
lending at t with the repayment turned back to the private sector

at t = 2. Thus, at t = 2, there is more government currency



outstanding with no offsetting private liability to the govern-
ment. As a description of central bank intermediation, this seems
rather strained.

Whether it is strained or not, we want to contrast it
with what I will call a pure intermediation experiment. 1In this
model, such an experiment differs from the Proposition 3 experi-
ment only in that no taxes or transfers (current or future) are
altered. It gives rise to a trivial instance of Modigliani-Miller

irrelevance.

Proposition 5. Pure intermediation is irrelevant.

In proof, note that with R‘t = 1 (necessary for existence

of an equilibrium), only the sum, m: - 2.2, appears in (1) and (2).

IT. Neutrality and Nonneutrality in an Amended
Overlapping Generations Model
Here we consider two alternative amended versions of
model I. Model ITA is model I except that the utility of h in
generation t for t 2 1 depends on an additional argument, real

currency holdings that h carries from t to t + 1.....ptmh in the

4 0
notation adopted a.'bove. Model IIB is model I except that indivi-
duals face an additional constraint, a Clower constraint: for h
in generation t, t > 1, c:(t-l-l) - w:(t+1) = pt_'_lm:, where, re-
call, m: is nominal currency holdings carried from t to t + 1.
This form of the Clower constraint says that time t + 1 consump-
tion in excess of time t + 1 endowment for a member of generation

t mst be financed by holdings of currency carried over from

period t.
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In either of these models, there can be equilibria with
Rt > 1, equilibria in which currency is dominated in rate of
return. Moreover, Propositions 1-4 hold in both models. We state

this as a proposition.

Proposition 6. Propositions 1-4 hold in models IIA and IIB.

The proofs or outlines of proofs that we gave for Pro-
positions 1-4 apply unaltered to these models. They apply because
those proofs did not use the fact that Rt = 1 and because in all
four cases ptmi and pt+1/pt are real variables that can be invar-
iant across the class of policies considered in those proposi-
tions. Note that the product of these two variables is pt+1m:,
which appears in our Clower constraint.if

Proposition 5, however, does not hold in models IIA and
ITB. First, if Rg > 1, then an arbitrary amount of government
intermediation gives rise to profits, which must somehow be dis-
tributed. S8econd, even intermediation policies which do not
generate profits are not necessarily neutral.

To illustrate this last point, consider a stationary,
one person per generation version of model IIA, the money-in-the-
utility-function model, in which the initial stock of fiat cur-
rency, M, is owned by the old at t = 1. Suppose for this model
that for each young person there exists a level of real money
balances, g%, and a consumption bundle, (cI,cg), that satisfy
e +cE=w=w +w,, 0<ck< W, < g* and the following marginal

1 2 1

utility conditions: ul(cI,cg,q*)/uz(c{,cg,q*) =1, and

u3(cI,cz,q*)/ul(ci,c*,q*) = 0. Here w is the economy's endowment
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of time t good, wy {e¢y) is the endowment (consumption) when young,
and v, (cy) is endowment {consumption) when old, and uleq,c,,q) is
the utility function. Wote that g* is to be interpreted as a
satiation level of real halances.

We want to find a Py sequence and a government inter-
mediation strategy that supports c¥, c‘e", q* as an equilibrium. We
propose as equilibrium prices Ry = 1 and py = p for all t, where p
satisfies pM = w; - c"lf‘. As a government portfolio, we propose
that the government grant one-period loans each period in the
nominal amount {(q*pM)/p at a zero nominal interest rate. Ry
construction, then, the implied market clearing quantities 2.: =
-{q*-pM) /p and mil = M + (q*-pM)/p and cz(t) = cf, c:(t-l-l) =3
satisfy (1) and (2) and are utility maximizing. This
intermediation is nonneutral bhecause any equilibrium must satisfy
Ptm: < Lf] in the absence of government intermediation.

As this illustration suggests, in models IIA and IIB,
government intermedlation that does not <take the form of the
special combination of policies descrived in Proposition 3 has
complicated effects. Mevertheless, as noted above, these are
models which imply both Ricardian equivalence and money dominated
in return.

ITII. The Legal Restricticns Theory of Significantly
Positive Wominal Interest

As we have noted, models TIA and IIB can give rise to

equilibria with positive nominal interest rates. Indeed, by

choosing parameters including policy appropriately, nominal inter-

est rates of any mgnitude are consistent with those models.
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That, indeed, is the main virtue of those models, a virtue because
we seem to observe a wide range of magnitudes for nominal interest
rates at different times and places.

However, accounting for positive nominal interest rates
should not be all we ask of a model. We also observe that the
agsets used for transactions differ in different places and at%
different times: sometimes, in one country, a currency issued by
another country is used; sometimes a private liability {(private
bank notes) is used; and sometimes a commodity is used. Such
observations and other considerations suggest that we attempt to
describe the stuff that yields utility or satisfies the Clower
constraint in terms of general properties. For example, if we
view the stuff as "currency," then we, perhaps, want to say that
the stuff ought to be in standard and small denominations, be
storable easily, be payable to- bearer, and be, in some sense,
safe.

If we do define the stuff by such general properties,
then we mst consider the possibility that the private sector caen
supply it. That, in turn, glves rise to an important additiornal
restriction. We cannot have an equilibrium in which nominal
interest rates are so high that profits can be made by arbitraging
or intermediating between, on the one hand, the loans and secur-
ities yielding nominal interest, and, on the other hand, the
"eurrency" ylelding nothing. If permitted, such arbitrage could
be carried cut by financial intermediaries that hold as assets
interest-bearing nominally default free securitles (UeSs Treasury

bills, for example) and that issue as liabilities notes which
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promise the bearer x units of currency (Federal Reserve notes, for
example) at or after a date that matches the maturity of the
assets held, where x is one of several standard currency denomina-
tions.

The possibility of such arbitrage implies that legal
restrictions that 1inhibit it are necessary in order to produce
equilibria in which nominal interest rates are freed from the
above no-profit condition. Moreover, the same possibility and
some fairly innocuous assumptions about intermediation techno-
logies~--namely, constant costs and symmetry between government
costs and private costs of intermediation--imply that legal re-
strictions are also necessary in order that Modigliani-Miller
irrelevance not hold.

" We will now examine some models of legal restrictions in
order to determine whether Proposition 2 holds for them. ¥e will
loock at some models that attempt to capture the legal restriction
in the United States that gives the Federal Reserve a monopoly on
the issue of bearer notes in standard and small denominations. In
an attempt- to model this restriction, Sargent-Wallace (1982),
Bryant-Wallace (1984) and Chang (1982) all posit minimal size
restrictions on privately issued securities. As they show, this
kind of legal restriction gives rise to the kind of budget set
depicted in Figure 1.

Sargent-Wallace (1982) use the usual discrete time OG
model and specify special endowment and preference patterns that
generate the following interior solutions. There is a group of

low endowment positive savers who end up holding only the low
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return, small denomination stuff. There is a group of high endow-
ment positive savers and a group of high endowment negative savers
(borrowers) who interact in a credit market that determines a
return on high denomination private securities. These people hold
none of the low return, small denomination stuff.

Bryant-Wallace (198L4) also work with the usual discrete
time OC model. They assume no within-generation diversity and
demonstrate the existence of corner solutions for policies in
which the government issues some smrll denomination stuff and some
large denomlination stuff. They show that the legal restriction
and the existence of multiple government liabilities can be inter-
preted as price discrimination. As suggested by Figure 1, the
price discrimination takes the form of two-part pricing. In
general, equilibria in the PBryant-Wallace model are such that sonme
people end up at a point like A in Figure 1 {an interior solution
involving the holding only of small denomination stuff) and some
end up at B (a corner solution involving the holding only of a
single large denomination security}, with both A and B being on
the same indifference curve.

. Those two models give rise to what many regard as un-
realistic Individual portfolios whenever they imply rate of return
dominance. They imply that some people do net hold any low yield-
Ing assets. Motivated partly by this feature of the above models,
Ce Y. Chang (1982) has formulated and analyzed a continuous time
version of the above models that gives rise to more realistic
individual portfolios--to ones that look like those that energe

from the partial eguilibrium inventory models of meoney dJdemand
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(Raumol {1952) and Tobin (1956)). I will describe Chang's model
with the aid of Figure 2.

In Chang's model, a member of generation t appears at t
and lives until ¢+ + 2. There is a single consumption geod which
is consumed as a flow, one constant flow over the Interval (t,t+1)
and a possibly different constant flow over the iInterval
{t+1,t+2). Utility depends on these two constant flows in the
usual way. Chang also assumes that each member of generation
has an endowment consisting of a positive constant flow when
young, over (t,t+1), and nothing when old, over (t+1,t+2). Gene=
rations are assumed identical and each consists of a continuum of
individuals.

If the only asset available is a fixed stock of divis-
ible fiat currency, then, as Chang shows, there 13 a stationary
equilibrium in which the time path of the stock of currency held

llv’“ as

by a member of generation t has the form of an inverted
depicted by the solid line in Figure 2. Chang's main contribution
is to introduce bonds into thls setting.

Chang's scheme for bonds resembles the U.S. savings bond
program. He assumes that the government makes available bonds in
any number. These bonds, however, have a minimum denomination (in
real terms), have a fixed mturity of one pericd, and bear inter-
est at some announced rate. A legal restriction prevents these
bonds from belng shared by having one person buy one and sell

parts of it to others. Chang closes the model by assuming that

interest is financed by lump-sum taxes.
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Chang shows that there are equilibria in which bonds are
held. If one bond is purchased, the implied pattern of currency
holdings is as deplcted by the dash line in Figure 2. The bond is
purchased at time s and matures at time s + 1.

As noted above, budget sets for Chang's model (including
equilibrium budget sets), resemble the one shown in Figure 1.
Moreover, as he shows, equilibria can either invelve everyone
holding the same portfolic or can be quasi<equilibria with some
fraction of the individuals holding one portfolio and the remaine
ing fraction holding ancther portfolio. In any case, everyone
ends up holding some divisible currency almeost all the time.

These legal restricticns models, which were not speci-
fied with an eye tc whether Proposition 2 would or would not hold
in them, are cnes for which that proposition does not hold. They
are, however, very special models. Legal restricticons consistent
with money dominated in return can take many forms. As we now
1llustrate, not all give rise to budget sets like that shown in
Figure 1 and some give rise to linear budget sets that imply
satisfaction of Proposition 2.

A reserve requirement according to which at least some
fraction of positive saving mst be in the form of government
currency implies a convex budget set with a kink at the endowment;
if the requirement is binding, %hen the rate earned on positive
saving (lending} is less than the rate paid on dissaving (bor=
rowing). Alternatively, a legal restriction according te which
some part of ocne's endowment must be held in the form of govern-
ment currency gives rise to a linear budget set. The latter

implies satisfaction of Proposition 2 and the former does not.
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Fven though we are able to formulate legal restrictions
consistent with money dominated in return and Ricardian equiv-
alence, it should be c¢lear that most of the legal restrictions in
place in the United States and other countries are not of that
type. More generally, the legal restrictions thecry of money
dominated in return and Ricardian equivalence seem basically at
odds. The former relies on legal restrictions that inhibit the
operation of private credit markets to produce money dominated in
return, while the latter relies on the smooth functioning of
private credit mrkets to mke the timing of individual receipts

and expenditures irrelevant.

IV. Concluding Remarks

Since almost no one accepts the legal restrictions
theory. described in the last section, T want to end by discussing
other grounds for claiming that money dominated in return and
Ricardian equivalence are, in general, inconsistent with one
another. The reader may wonder how I can possibly do that given
that the Section II models are ones for which they are consistent
with one another. I can do it because almost no one accepts those
models--or more accurately, money-in-the-utility-function or
Clower constraints--as serious models of money dominated in re-
turn. Instead, they are viewed as, in some sense, convenient
short cuts that are meant to capture the essential implications of
more complicated and more serious models of money. FHowever, an
examination of these "underlying"” models reveals something other
than the smoothly functioning private credit markets needed for

Ricardian equivalence.
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The partial equilibrium inventory models of money demand
{Baumol {1952), Tobin (1956)) are most often cited as rationaliz-
ing money dominated in return. The crucial feature of these
models is a transaction cost that is decreasing Iin the magnitude
of the transaction. As is well known, that feature generates a
nonconvex budget set in the space of present consumption and
future wealth or consumption (see Miller (1976)). That model,
therefore, would not seem to be consistent with Ricardian equiva-
lence,

Recently, there have been attempts to specify complete
envircnments that in some sense raticonalize the Clower coastraint
(see, for example, Iucas (1980), Townsend (1980, 1982}). These
generally are settings in which individuals are spatially sepa-
rated and in which contact with other individuals 1s limited.
Therefore, there would not seem tc be a centralized, well-
functioning private credit market in these models. Indeed, some
of these settings seem to rule cut the existence of a market in
which open market operaticns could be carried cut.

T don't think it should come as a surprise that models
which attempt to specify physical environments implying a role for
an outside asgset which is dominated in return seem inconsistent
with the existence of the kind of private credit merkets needed
for Ricardian equivwlence. Those atterpts, after all, arise
mainly from dissatisfaction with the model of Section I and vari-
ants of it. They are attempts %to produce both a more realistic
pattern of exchange among objects and a more realistic pattern of

returns among objects than emerge Trom the model of Section T.
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Most such attempts have, however, been guided by the following
principle: successful theories or models will be of environments
in which there are barriers or difficulties to exchange so that
there is something for media of exchange to do. If that principle
is right, and I think that it is, then it would be very surprising
if perfect credit markets were to emerge from such specifica-
tions. That 1is the basic reason why we should have a strong
predilection for the view that PRicardian equivalence and money

dominated in return are mitually inconsistent generally.
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Footnote

&jNote that Proposition 2 would not hold for a version
of Model IIB, a Clower constraint model, in which time t + 1 taxes
have to be paid in currency or in which time t + 1 transfers could

be used to purchase consumption.
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