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		Abstract

		A longstanding criticism to Keynesian and Kaleckian growth theories is the question: why would firms operating with underutilized capacity accumulate capital stock? Our answer hinges on firmsâ€™ utilization choices depending on their beliefs about the level of demand, as captured by aggregate utilization. In a simple growth and distribution model, we show that: (i) desired utilization is en- dogenous to beliefs; and (ii) the equilibrium utilization rate is inefficiently low. We then turn to different model closures to draw policy implications: (iii) with a Classical closure, equilibrium growth and profitability are both strictly below their efficient values; (iv) with a Kaldor/Pasinetti closure, the equilibrium labor share is strictly below the value corresponding to efficient utilization. Spending policies can be used to achieve the efficient outcome. Finally, we use state-by-sector BEA data to validate our hypothesis: estimation results provide strong and robust support for our model in the US. 
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