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Abstract

My aim in this thesis is to investigate the nature of the relationship between Modern Monetary
Theory (MMT) and heterodox economics in general and then to explore the potential for MMT to
contribute to an alternative heterodox paradigm. First, I examine the key principles and
antecedents of MMT and compare its explanatory power with that of mainstream macroeconomic
theory under different exchange rate systems.
Second, I consider the most influential literature in relation to the methodology of economics and
analyse the methodology employed by mainstream economists and their attitude towards
academic freedom in order to establish the reasons why mainstream economics was apparently
able to retain its hegemonic status in the aftermath of the global financial crisis (GFC). This is
despite its inability to predict its occurrence or provide an adequate explanation for it. Such an
analysis is a critical pre-cursor to the specification of an alternative paradigm.
Third, I assess the applicability of critical realism both to the study of economics and to the
behaviour of the economics profession itself. Following on from this, I utilise a qualitative primary
research programme, explicitly based upon critical realism, to examine the possibility of
constructing a methodologically-based heterodox paradigm. The nature of such a paradigm and
the potential role for Modern Monetary Theory as a key contributor are then evaluated. Finally, I
consider whether such a structure might be considered as a feasible alternative to the mainstream
or, alternatively, should the advocates of MMT operate primarily as stand-alone school.
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1. Introduction.
(i)

Why Modern Monetary Theory?

I was introduced to Post-Keynesianism in 1983 by Dr. John Brothwell at the University of Leeds
as part of my programme of study for an MA in Economics. I have been an advocate of the school
ever since. I found the work of Paul Davidson and Victoria Chick particularly compelling; the
insights they provided were instrumental in the writing of my MA dissertation 1 and in the ensuing
years I have read the Post-Keynesian literature extensively. Despite my support for the school, I
felt that Post-Keynesian analysis of the monetary system leaves many questions unanswered
and, in the search for what I consider to be completeness, about ten years ago I discovered MMT.
I read all the major primary literature 2 then available and corresponded frequently with the founder
of the school, Warren Mosler. I also attended numerous conferences and became a member of
the fledgling MMT community. I was able to write my first academic paper in 2015 (Armstrong
2015).
In the last ten years the profile of MMT has increased; from being largely unknown it has become
a focus of discussion amongst politicians, the mainstream and financial press and even some
mainstream economists have shown a willingness to engage with it. In contrast to the welldocumented inertia in the economics academy, MMT’s development has certainly been a success
story. MMT challenges the commonly-accepted analogy that the government should be regarded
as a giant household and being similarly financially constrained (albeit with far greater scope for
credit). MMT rejects the analogy and conceptualises the state as a currency-issuer which faces
no financial constraints in its own currency and instead faces only real constraints. MMT’s
recognition that the state must issue the currency (spend or lend) before it can tax or borrow
places it in opposition to mainstream thinkers. It captures the imagination and generates a level
of interest in open-minded listeners usually absent from other schools which merely confirm or
elaborate upon the assumptions which may already be established in minds of the audience.
MMT provides a deep and compelling explanation of way the monetary systems function under
different exchange rate regimes. It does so by taking explicit account of the actual structure of the
1
2

‘Are the microeconomic foundations which underpin Keynes’ under-full employment equilibrium’ (unpublished).
Notably Mosler (1993, 1998, 2010); Wray (1998, 2004, 2012).
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monetary system and the behaviour of financial institutors, such as central banks and retail banks.
MMT is able explain observed events such as the failure of extensive quantitative easing to
generate inflation and the fall in long-term interest rates on government debt following significant
increases in sovereign deficits and debt (both in absolute terms and as a proportion of GDP) of
nations with their own currencies operating under floating exchange rates. This is in stark contrast
to mainstream economic models which have consistently produced inaccurate predictions.
MMT’s provision of convincing explanations and compelling insights have made it a threat to the
hegemony of orthodoxy. Although MMT was largely ignored or ridiculed by mainstream
economists and the financial press prior to the GFC, MMT’s resilience has led to it being
increasingly mischaracterised and attacked in recent years. However, MMT has resisted these
attacks and grown in influence, becoming a powerful adversary to orthodoxy. If, as I contend,
MMT provides the best explanations of real-world macroeconomic phenomena available a
pressing need emerges – that of assessing the best way forward for MMT. The aim of my thesis
is to investigate the scope for Modern Monetary Theorists to collaborate with other heterodox
scholars and to establish whether MMT ought to operate as a stand-alone school, as part of
heterodox community or even within a more integrated structure which might be termed a
‘paradigm’ or ‘disciplinary matrix’.
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(ii)

Thesis Objectives

Following from the aim described above, I set out my objectives below;
1) To trace the possible historical antecedents of MMT within heterodox thought.
Although I argue in this thesis that MMT should be considered as following directly from the
original thinking of Warren Mosler and his collaboration with Bill Mitchell, I contend that historical
antecedents of MMT can be found in the work of the credit and state theorists of money and, in
particular, the writing of John Maynard Keynes and Post-Keynesian scholars, Karl Marx and Abba
Lerner. I analyse these antecedents in the thesis.
2) To analyse and summarise the methodology and substantive theory associated with
MMT.
I consider the methodology underpinning MMT and provide a comparison with the methodology
associated with mainstream economics. I examine the theory used by MMT, especially the
insights MMT sheds on the nature of money, the provisioning of the state and the differing
operational realities present under different exchange rate regimes.
3) To outline the application of methodology to economics and evaluate the potential for
critical realism to ‘under-labour’ a new heterodox paradigm.
I consider the key literature concerning methodology in economics and the scope for inter-school
collaborative work between heterodox groups. I focus upon the importance of a realist social
ontology, specifically the potential ability of transcendental or critical realism to underpin or underlabour a heterodox paradigm.
4) To establish the reasons for the apparent hegemony of mainstream economics
Despite extensive contradictory empirical evidence, in particular during and immediately after the
GFC, mainstream economics showed a remarkable ability to maintain its hegemonic status. I use
both primary and secondary research sources to establish the reasons for this apparently
surprising event.
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5) To establish the extent of understanding of MMT and agreement with its key principles
that exists across a range of schools in economics.
The profile of MMT has increased significantly in recent times but, nevertheless, knowledge of
MMT amongst economists is still limited. I utilise a primary research programme to establish the
extent of knowledge of MMT and, importantly, whether economists’ perceptions of MMT are
correct or reliant upon mischaracterisation. The extent of agreement or disagreement with MMT
amongst economists who profess some knowledge of its core principles is then established.
6) To provide a judgement upon the feasibility of an alternative heterodox approach (or
paradigm) which might lead to improved scholarship and an increased production of
meaningful knowledge in economics.
I consider the evidence provided in the literature, combined with a primary research programme
in order to assess the scope for collaborative work between heterodox economists and the
extent to which such collaboration might be expected to lead to the development of meaningful
economic knowledge.
7) In the light of my research, to assess the potential for MMT to contribute to such a
heterodox alternative.
Having established the potential for collaboration between different schools within heterodoxy, I
use a primary research programme to establish a role for MMT and make a research-informed
judgement as to whether Modern Monetary Theorists are most likely to influence the study of
economics and the development of policy by operating as a stand-alone school, as part of a
community, or of a more closely integrated structure which might be described as a heterodox
paradigm or disciplinary matrix.
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(iii)

Thesis outline

Following this introduction, in chapter two, I examine the antecedents and principles underpinning
MMT. In chapter three, I argue that it provides superior explanations of the observed events of
the GFC compared to those of the mainstream and go on to show how MMT provides insights
which are absent in other approaches, focusing particularly upon its ability to shed light upon the
operational realities which exist under different exchange rate regimes.
In order to assess if MMT has the potential to influence both theory and policy in the near future
I consider the current situation and the extent that a ‘dynamic for change’ might be present within
economics. In chapter four I argue that mainstream economists devote little of their time to
methodology and, if pressed, profess an allegiance to deductivism; that is building models based
upon axioms and subjecting their models to testing by comparing the models’ predictions to
reality. Mainstreamers (who I categorise as supporters of ‘New Consensus Macroeconomics’, see
below) deny the need for ‘realism’ with respect to initial assumptions, internal consistency based
upon mathematical formalism and the ability to produce accurate predictions are supposedly all
that matters.
The events observed during the global financial crisis (GFC) and its aftermath showed that
mainstream economists do not practice what they preach. After a brief period of apparent soulsearching and a slightly longer period of accepting the need to augment their models they carried
on in more-or-less the same way as they did before the crisis, maintaining their hegemonic
position in the process.
From my perspective, three questions follow; first, how were they able to get away with this
attitude, second, is replacement of the mainstream paradigm nevertheless possible in the future
and finally, if replacement is possible – to what extent might MMT take a role in a new
macroeconomics?
I argue in favour of a methodology–founded heterodox paradigm (specifically, for a paradigm
based upon critical realism) as an alternative to the mainstream approach and - in chapter five endeavour to assess its feasibility and its potential to replace New Consensus Macroeconomics
by means of a primary research programme, explicitly based upon critical realism . My analysis
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of the results of my primary research programme follows in chapters six (part one) and seven
(part two).
In chapter eight, in the light of my research into MMT, I argue that the insights it provides are such
that should be a crucial contributor to such a paradigm and further contend that if current support
for a heterodox paradigm proves to be insufficient, the advocates of MMT should actively
challenge the mainstream, as a ‘stand-alone’ school (whilst, wherever possible, building
relationships with other schools who show a commitment to pluralism and can be ‘under-laboured’
by critical realism) with a view to being part of any future heterodox, pluralist disciplinary matrix.
I strongly advocate for pluralism in all its forms and for a broader-based economics education. I
emphasise my belief that these should be seen as essential pre-cursors to the introduction of an
alternative heterodox paradigm. Finally, I stress the importance of active engagement within the
political and social environment for heterodox economists in general and MMT supporters in
particular –despite the problems this may bring – as a critical factor in terms of maximising the
chances of MMT having an impact in a world dominated by a hegemonic mainstream.
I might stress at this point that in order to achieve my aim, as a crucial precursor, I will examine
the core principles of MMT but it is not my intention here to provide an extensive defence of MMT
against its critics. I provide this elsewhere (Armstrong 2019, 2020; see also Mosler 2012; Wray
1998, 2012). Similarly, although I argue in favour of a heterodox paradigm explicitly based upon
critical realism and contend that it should be considered as a potentially fruitful structure capable
of facilitating the development of meaningful knowledge in economics (Armstrong 2018), I do not
intend to present a detailed rebuttal of the criticism of critical realism originating from those who
advocate other philosophical approaches or those who consider it leaves too many questions
unanswered 3 (Hodgson 2002: 175); I leave that task to other authors (see Fullbrook, ed. 2009;
Lewis and Runde 2002) - rather my focus remains firmly on MMT. My research is designed to
provide evidence to enable me to make a judgement upon a direction for MMT and assess the
extent its advocates should engage in community or even intra-paradigm work with alternative
schools as opposed to working within their own school.

See Hodgson (2002: 159-180) for a discussion of reconstitutitive downward causation and its implications for
institutionalists and critical realists. Hodgson later revised his view of the applicability of the term ‘causation’ in
this context and now prefers the designation ‘reconstitutitive downward effects’ (Hodgson 2019b).

3
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2. The Origins, Foundations and Principles of MMT
2.1 Early development of MMT
I would argue that the writing of Soft Currency Economics (1993) by Warren Mosler 4 should be
seen as the beginning of the development of MMT as a specific body of theory. It has since
developed into a community of advocates, including academic economists, particularly at the
University of Kansas City, Missouri (UMKC) 5 and the Centre of Full Employment and Equity
(CofFEE) at the University of Newcastle, Australia 6. MMT’s position within heterodox economics
is controversial but I would consider it as operating within the Post -Keynesian tradition 7. However,
Post-Keynesians are an eclectic group of economists and such a view is not universally accepted.
Some eminent Post-Keynesians, adopt a sympathetic stance towards MMT (Lavoie, 2011),
engage in fruitful dialogue but disagree with much of its work (in particular, the validity of Treasury
and central bank consolidation) whereas others reject MMT and are very critical of its approach 8
(Palley, 2014, 2015a, 2015b). I will return to this issue in section 3.2.

4

Mosler notes ,‘The origin of MMT is ‘Soft Currency Economics‘ [1993] which I wrote after spending an hour in the
steam room with Don Rumsfeld at the Racquet Club in Chicago, who sent me to Art Laffer, who assigned Mark
McNary to work with me to write it. [See Mosler 2010: 98 ] I had never read or even heard of Lerner, Knapp, Innes,
Chartalism, and only knew Keynes by reading his quotes published by others. I ‘created’ what became known as
‘MMT’ entirely independently of prior economic thought. It came from my direct experience in actual monetary
operations, much of which is also described in the book [Soft Currency Economics, Mosler, 1993]. The main
takeaways are simply that with the $US and our current monetary arrangements, federal taxes function to regulate
demand, and federal borrowing functions to support interest rates, with neither functioning to raise revenue per se.
In other words, operationally, federal spending is not revenue constrained. All constraints are necessarily selfimposed and political. And everyone in Fed operations knows it’ (http://moslereconomics.com/2011/08/04/mmthistory-and-overview/, parentheses added).
5
The key MMT economists at (or associated with) UMKC include L. Randall Wray [who has written extensively on
state and credit theories of money and the nature of MMT (1990, 1998, 2004, 2012); Wray is broadly sympathetic
to the view that there is a significant level of complementarity (although by no means complete) between the work
of Keynes and MMT and he sees the work of Minsky as highly significant and compatible with MMT], Stephanie
Kelton, Mat Forstater, Scott Fulwiler and Pavlina Tcherneva.
6
CofFEE economists associated with MMT include Bill Mitchell and Martin Watts. Together with Wray they have
written extensively on MMT; including undergraduate texts (Mitchell 2008; Mitchell, Wray, Watts 2016, 2019).
Mitchell is critical of attempts to link MMT to the work of Keynes and sees the roots of MMT as lying in Kalecki and
Marx (Mitchell, 2015a)
7
MMT shares significant common ground with Post-Keynesianism, notably an acceptance of the endogenous money
approach and a common approach to the supply-side of the economy, in particular, mark-up pricing (see below).
8
See Lavoie (2011) for a ‘friendly critique’ and Palley (2014, 2015a, 2015b) for a hostile one. See Watts (2016) for an
analysis of the criticism.
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2.2 Money and MMT
The advocates of MMT reject orthodox theories of money based upon its supposed emergence
as a cost-saving alternative to barter (Menger 1892). Implicit in this position is a denial of the
validity of the so-called ‘conjectural histories’ 9 of money favoured by Austrian and neo-classical
economists. Instead, MMT is founded upon an acceptance of the ontology of money as credit;
MMT finds an antecedent in the credit theory of money (Alfred Mitchell Innes 1913, 1914). For
Innes, the nature of money is founded upon the credit and debt relationship and money should
not be seen as a development of barter.
Innes is able to define money as credit, ‘Credit is the purchasing power so often mentioned in
economic works as being one of the principal attributes of money, and… credit and credit alone
is money’ (Innes 1913, emphasis added). He follows this by explaining the nature of credit, ’A first
class credit is the most valuable kind of property. Having no corporeal existence, it has no weight
and takes no room. It can easily be transferred, often without any formality whatever’ (Innes 1913).
He then explains the relationship between credit and debt and in so doing describes the nature
of money, ‘Whether…the word credit or debt is used, the thing spoken of is precisely the same in
both cases, the one or the other word being used according as the situation is being looked at
from the point of view of the creditor or of the debtor’ (Innes 1913). ‘Money, then, is credit and
nothing but credit. A's money is B's debt to him, and when B pays his debt, A's money disappears.
This is the whole theory of money’ (Innes 1913).
In his second article, Innes defined state money as credit, ‘Every time a coin or certificate is
issued… [a] credit on the public treasury is opened, a public debt incurred’ (Innes 1914). Innes
recognises that a debt to the state or tax liability can be paid by the return of the government’s
own debt instrument; in other words, there exists ‘the right of the holder of the credit (the creditor)
to hand back to the issuer of the debt (the debtor) the latter’s acknowledgement or obligation,
when the former becomes debtor and the latter creditor’ (Innes 1914). Innes’s work is significant
inasmuch as it provides a powerful critique of orthodox theory concerning the exegesis of
9

A succinct explanation of a conjectural history has been provided by Dowd. ‘A conjectural history provides a
benchmark to assess the world we live in, but it is important to appreciate that it is not meant to provide an accurate
description of how the world actually evolved. The conjectural history is a useful myth, and it is no criticism of a
conjectural history to say that the world failed to evolve in the way it postulates’ (Dowd 2000: 139, emphasis in the
original).
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money. It highlights the weaknesses in the latter approach and provides a persuasive alternative
perspective; namely money is credit in its essential nature (Armstrong and Siddiqui 2019).
MMT is also consistent with the state theory of money, as propounded by Georg Friedrich Knapp
(1924). For Knapp, it is the state that decides on the unit of account and the ‘money things’ that
are to be used in settlement of debts denominated in this unit. Initially, the unit of account may be
a weight of precious metal of given fineness. However, the state may choose to change the unit
to a different metal by decree. The choice of unit is in the hands of the state rather than springing
from a process involving individuals searching for the most efficient way of reducing the costs of
barter (Knapp 1924: 13). The state theory of money shows how authorities can use their power
to move resources from the private sector to themselves. Control of the monetary system provides
a highly effective means for this aim to be achieved; an insight which foreshadows the ‘taxesdrive-money’ approach of MMT (see below).
We might note at this point the clear links between the work of J. M. Keynes 10 and chartalism 11,
The State, therefore, comes in first of all as the authority of law which enforces the
payment of the thing which corresponds to the name or description in the contract.
But it comes in doubly when, in addition, it claims the right to determine and
declare what thing corresponds to the name, and to vary its declaration from time
to time- when, that is to say, it claims the right to re-edit the dictionary. This right
is claimed by all modern States and has been so-claimed for some four thousand
years at least (Keynes 1930, vol. 1: 4, emphasis in the original).
From this perspective, following the logic of Knapp’s approach, taxation serves, not to fund
spending as is mistakenly believed by most economists and nearly all the population, but to create
a demand for the currency and to reduce the spending capacity of the private sector. If the private
sector is spending less its command of resources is correspondingly lowered, allowing the state
‘room to spend’ without inflation. Thus, the state’s ability to impose and collect taxes enables it to
Drawing direct links between the work of Keynes and MMT is controversial. Mitchell (2015) rejects the direct
influence of Keynes whereas Wray (1998) is more supportive.
11
The term ‘chartalism’ is derived from ‘charta’ meaning ticket or token in Latin: ‘Perhaps the Latin word “Charta
can bear the sense of ticket or token, and we can form a new but intelligible adjective - “Chartal”. Our means of
payment have this token, or Chartal form (Knapp 1924: 32). Knapp had already noted that: ‘The idea of the ticket
or token tells us nothing of the material…’ thus denying the idea of a commodity in of itself being money.
10
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act as a currency issuer within its sovereign monetary space and transfer resources from the
private sector to itself. The ultimate ‘value’ of a tax-driven currency is determined by the amount
of effort required by the issuer in order to obtain it. Viewed from another perspective the state, as
the monopoly issuer of ‘that which is required to pay taxes’, has the power to determine its value,
in other words the price level is necessarily a function of the prices paid by the state ‘Within a
state the validity of the kinds of money is not a trade phenomenon but rests on authority’ (Knapp
1924: 217).
However, what if the state wishes to obtain goods and services from outside this space- from a
foreign country? Clearly, it cannot levy a tax on foreign independent nations so it becomes a
currency-user with respect to that country’s currency. It must obtain that nation’s currency to make
the purchase or find a foreign producer prepared to accept its own currency. Knapp notes that
the amount of foreign currency that may be obtained for each unit of domestic currency is not
subject to the control of the authorities, rather it is the result of action of buyers and sellers on the
foreign exchange market or ‘Bourse’ (Knapp 1924: 217-218).
An understanding of MMT allows us to see the nature of imports as a real gain and exports as a
real cost. Obtaining foreign currency at an exchange rate determined by the ‘Bourse’ will involve,
directly or indirectly, the export of real goods and services. In the first case goods and services
can be sold by the ‘home’ nation to pay for the imports it desires. Alternatively, it can pay for
imports with its own currency provided foreigners are prepared to accept its currency as a means
to buy goods and services in the future. In this case future exports from the home country will be
necessary (or at least the realistic future prospect of them). It is clear here that imports are a real
gain and exports are a real cost. In an ideal world the home country would find willing foreign
sellers who were prepared to simply save in its currency – it could then avoid the need to actually
sell goods and services (well for at least as long as the foreign country was prepared to export
real goods and services and accept only debt in return) 12.
I would further argue that it is possible to develop a structure which illustrates the relationship
between the credit theory of Innes the state theory developed by Knapp. Smithin (2018: 194-95)
contends that the study of money and monetary issues should follow a four stage ‘schema’
12

Such a situation might be considered as applying, at least to some extent, to the USA and its relationship with
China amongst other nations.
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beginning with a realist social ontology 13, followed by economic sociology, monetary
macroeconomics and, finally, political economy. Applying this structure allows us to see credit
theory as foundational and forming part of the first stage, seeking to explain the ontology of money
itself. The state theory applies to the second stratum; the economic sociology which explains what
is acceptable in payment of debt in the specific society in which we live 14.
I would argue, following Wray (2004), that all money is credit but not all credit is money. If a seller
provides goods and services but is prepared to wait for payment she is granting credit. If the credit
she holds on the buyer becomes transferable and allows her to settle her own debts with others
it effectively becomes money. Money then is merely transferable debt. It is a fictitious commodity
in a Polanyian 15 sense. It has no corporeal existence and intrinsically has a zero cost of
production. It is not a produced commodity, it is merely an entry on a ledger.
The evidence in support of state and credit theories is wide-ranging and comprehensive. The
impressive work done by Ingham (1996, 1999, 2000, 2001, 2004) and notably by Grierson (1976,

13

‘Ontology is the study of the social being qua being, its nature and deeper structures. The social (domain) is all
those phenomena whose existence depends necessarily (not contingently) on us humans. So realist social
ontology is the study of the nature of social phenomena, not just in the presuppositions of economists (e.g.
modellers necessarily presuppose a world of isolated atoms) but as social phenomena are in the world under the
aspect of their mode of being and nature etc.’ (Lawson, personal correspondence 2020).
14
Smithin argues that the third stage of monetary macroeconomics deals with the technical issue of explaining the
operation of a monetary economy and that the final stage of political economy deals with questions of policy,
governance and equity (Smithin 2018: 194-95). Smithin is critical of the approach of mainstream economics which
stands opposed to his schema and notes that the advocacy of an individualist ethical position underpins the practice
of mainstream economics. Smithin (2010) contends that, ‘…most economists as well as political or social scientists,
essentially form their ethical views first. The views then expressed or more likely only implicitly formed, on ontology
and epistemology, then follow directly from this, and the political stance that emerges is simply that deriving from
the original ethical judgement’ (Smithin 2010: 36, emphasis in the original). Smithin (2010, 2018) rejects this
approach and believes that investigation should begin with ontology, which should be followed by epistemology
then ethics and finally politics. He argues that this philosophy -informed structure corresponds with his four-stage
schema outlined earlier (Smithin 2018: 194-95).
15
Polanyi notes the nature of fictitious commodities, ‘labour, land and money are essential elements of industry;
they must also be organised in markets; in fact, these markets form an absolutely vital part of the economic system.
But labour, land and money are obviously not commodities; the postulate that anything that is bought and sold must
have been produced for sale is emphatically untrue in regard to them. In other words, according to the empirical
definition of a commodity they are not commodities. Labour is only another name for a human activity which goes
with life itself, which in turn is not produced for sale but for entirely different reasons, nor can that activity be
detached from the rest of life, be stored or mobilized; land is another name for nature, which is not produced by
man; actual money, finally, is merely a token of purchasing power which, as a rule, is not produced at all, but comes
into being through the mechanism of banking or state finance. None of them is produced for sale. The commodity
description of labour, land and money is entirely fictitious’ (Polanyi, 1944: 75-76).
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1979) and Goodhart (1998, 2009) is important and, from my perspective, ultimately convincing; I
addition, Wray et al (2004) provide a detailed analysis and critique of Innes’ work and a wideranging survey of evidence concerning the development of money. The evidence supports the
contention that money is always credit and should be analysed as a development from the
credit/debt relationship and that the state has a critical role in the introduction and use of money.
A significant recent development firmly within the heterodox tradition is the ‘safe asset 16’ approach
to modelling the monetary system. I consider that the safe asset literature adds to the state and
credit theories by providing complementary insights, especially regarding the importance of
political and legal status of money at specific times and places (Desan 2020). The approach is
entirely consistent with the idea that the government first determines the unit of account and then
spends by emitting debt denominated in that unit. The debt will be accepted by private sector
agents in return for goods and services (or labour) and as such it is considered to be a safe asset
(Gorton 2016).
It is also important to stress at this point that although the advocates of MMT acknowledge the
role of the state in the introduction of money they should also be considered as advocates of the
endogenous money approach (Wray 1990, 1998). Once a central stakeholder (for example, the
state) has named the unit of account, private debt denominated in that unit may circulate. MMT
recognises the significance of bank money and focuses on its endogenous nature (in MMT, ‘loans
create deposits’). An analysis of MMT’s approach to banking follows in section 3.2 and a more
detailed study of both the history of private money networks, private banking and central banking
– from the perspective of MMT - is included in Appendix 6. I would thus argue that criticism (often
originating from within Post-Keynesianism) that the advocates of MMT fail to pay adequate
attention to private money creation and private sector banking (allegedly over-emphasising the
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According to Gorton, ‘Safe assets play a critical role in an(y) economy. A “safe asset” is an asset that is (almost
always) valued at face value without expensive and prolonged analysis. That is, by design there is no benefit to
producing (private) information about its value. And this is common knowledge. Consequently, agents need not fear
adverse selection when buying or selling safe assets. Safe assets can easily be used to exchange for goods or services
or to exchange for another asset. These short-term safe assets are money or money-like. A long-term safe asset can
store value over time or be used as collateral. Human history can be written in terms of the search for and production
of safe assets. But, the most prevalent, privately-produced short-term safe assets—bank debt, are subject to runs
and this has important implications for macroeconomics and for monetary policy’ (Gorton 2016, parentheses in the
original).
,
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role of the state) is not justified and follows from the critics’ lack of familiarity with the MMT
literature (notably, Wray 1998; Mosler 2012).
In summary, I would argue that rather than ‘conjectural histories’, credit and state theories of
money, combined with the insights provided by the safe asset literature, underpin a theory of a
monetary economy such as that provided by MMT. Further, an understanding of the ontology of
money as credit allows models to be developed in such a way as to be able to provide both
satisfying explanations of the core or operational reality of a monetary system where a state
issues its own fiat 17 currency under floating exchange rates (applying to countries including the
USA, UK and Japan) and deep insight into the contrast between this reality and that which exists
in the monetary systems of nations operating under fixed exchange rates and the euro-using
countries; an issue to which I will return in section 3.

‘Fiat money is representative or token money (i.e. something the intrinsic value of the material substance of which
is divorced from its monetary face value…which is created and issued by the State, but is not convertible by law into
anything other than itself, and has no fixed value in terms of an objective standard’ (Keynes 1930, vol. 1: 7,
parentheses in the original). ‘Under a fiat monetary system, money is an accepted medium of exchange only because
the government requires it for tax payments. Government fiat money necessarily means that federal spending need
not be based on revenue’ (Mosler 2012: 16-17).
17
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2.3 MMT and Functional Finance
Antecedents of MMT can be found in the work of several highly influential economists, notably
Keynes (Wray 1998); see section 2.4, Kalecki (Cooper 2013, 2016), Marx (Cooper 2013, 2016;
Potts and Armstrong forthcoming) and writers in the Post-Keynesian School (Lavoie 2011;
Smithin 2018); see below. A detailed analysis of these links is included in Appendix 7. At this point
I concentrate on examining the most direct precursor to MMT; the work of Abba Lerner, especially
his development of functional finance.
The Modern State can make anything it chooses generally acceptable as money
and thus establish its value quite apart from any connection, even of the most
formal kind, with gold or with backing of any kind. It is true that a simple declaration
that such and such is money will not do, even if backed by the most convincing
constitutional evidence of the state’s absolute sovereignty. But if the state is willing
to accept the proposed money in payment of taxes and other obligations the trick
is done (Lerner 1947: 313).
Lerner argues that it is the results of government fiscal policy that matter, especially with respect
to employment and price stability and the government’s budget outcome per se is not significant.
The central idea is that government fiscal policy, its spending and taxing, its
borrowing and repayment of loans, its issue of new money and its withdrawal of
money, shall all be undertaken with an eye only to the results of these actions on
the economy and not to any established traditional doctrine about what is sound
or unsound…The principle of judging fiscal measures by the way they work or
function in the economy we may call Functional Finance.
The first financial responsibility of the government (since nobody else can
undertake that responsibility) is to keep the total rate of spending in the country on
goods and services neither greater nor less than that rate which at the current
prices would buy all the goods that it is possible to produce. If total spending is
allowed to go above this there will be inflation, and if it is allowed to go below this
there will be unemployment. The government can increase total spending by
spending more itself or by reducing taxes so that the taxpayers have more money
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left to spend. It can reduce total spending by spending less itself or by raising taxes
so that taxpayers have less money left to spend. By these means total spending
can be kept at the required level, where it will be enough to buy the goods that can
be produced by all who want to work, and yet not enough to bring inflation by
demanding (at current prices) more than can be produced. (Lerner 1943: 39-40,
parentheses and emphasis in the original).
He further notes in his later work,
Depression occurs only if the amount of money spent is insufficient. Inflation
occurs only if the amount of money spent is excessive. The government-which is
what the state means in practice- by virtue of its power to create or destroy money
by fiat and its power to take money away by taxation, is in a position to keep the
rate of spending in the economy at the level required to fulfil its two great
responsibilities, the prevention of depression, and the maintenance of the value of
money (Lerner 1947: 314).
An excellent summary of the distinctive nature of MMT is provided by Warren Mosler 18 in his
‘statement of purpose’ (Mosler 2012: 13-16). Mosler notes the complementary of functional
finance and MMT but goes further, adding to Lerner’s insights.
MMT recognizes that the currency is a public monopoly, taxes function to create
unemployment and the funds used to make payments to the government come
from the government. The price level is a function of prices paid by government
and loans create both deposits and required reserves. The national debt is
nothing more than the dollars spent by the government that haven't yet been used
to pay taxes and remain outstanding as 'net savings' in the economy until used to
pay taxes. They 'rest' in the form of cash, reserve balances at the Fed and
balances in securities accounts at the Fed (Mosler 14 March, 2015).
However, Mosler, whilst appreciating the foundational work of Lerner, notes the absence of
explicit analysis of the ability of the state to act as a ‘price –setter’ from the article (Lerner 1947)

18

Mosler (2020) sets out the core principles of MMT in ‘White Paper: Modern Monetary Theory (MMT)’.
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quoted above. Since the government is the monopoly issuer of the state money which is required
to pay taxes ‘the price level is necessarily a function of the prices paid by the government when
it spends and/or the collateral it demands when it lends’ (Mosler 14 March, 2015).This view is
developed by Wray, who states that the government can ‘determine the value of money by setting
the price it is willing to pay’ (Wray 1998: 170). He develops his analysis 19 and notes that there is
an asymmetry involved; it is easier to cause inflation than it is to cause deflation. If the government
continuously raises the price it is willing to pay for each item it purchases, this is quite likely also
to cause prices of items sold in private markets to rise- due both to demand effects (household
income and thus demand is higher) and supply effects (private buyers will have to compete to
some degree with government for at least some of the things sold) (Wray 1998: 173). He
considers the reverse situation and notes that a reduction in the prices offered by the state will,
in first instance, encourage sellers to seek out private buyers who may be willing pay higher
prices. However, if continued, this policy will lead to reduced private sector prices. The fall in
government spending (if maintained) will reduce private sector income and expenditure and
‘[e]ventually market prices also decline as a general deflation spreads throughout the private
economy. After some point the government announced buy prices become “competitive”’ (Wray
1998: 173).
Mosler also considers that the contention, ‘Inflation occurs only if the amount of money spent is
excessive’ might be viewed as questionable. ‘First, defining “inflation” is highly problematic and
second, however defined, it can increase for any number of reasons apart from “excess demand”’,
Mosler 14 March, 2015). In conventional analysis price rises per se are often described as
Wray (1998: 155-175) provides a detailed analysis of the mechanism underpinning the state’s ability to
exogenously set the value of money by setting the prices it is prepared to pay for goods and services . The exposition
is illustrated with examples and is entirely consistent with the ’taxes drive money logic ‘of MMT.
He notes how, in principle, the state could set the price of every item it bought. However, in practice, such a policy
could cause massive disruption to the relative price system as well as being highly complex to administer. To
illustrate his point he chooses an extreme example whereby the government offered to buy hammers for $500 and
aircraft carriers for $1000 (Wray 1998: 171-2) in order to allow the private sector to obtain the state money it needed
to pay its taxes. Once the government had bought all the hammers it wanted the private sector would have to supply
aircraft carriers for $1000! He summarises the result; ‘[t]here is no doubt that this could be very disruptive, causing
relative prices to adjust, and causing nominal prices to fall drastically (the price of labour may well fall to thousandths
of a penny per day). And it is possible that required price movements would be beyond the capacity of the economy
so that the aircraft carrier did not get built and the population did not pay its taxes. But the point is that if the
production were possible and prices were sufficiently adjustable, the government would be able to set the price
anywhere it desired. This is the logic of the taxes drive money view’ (Wray 1998: 171-2). Clearly, if the government
exogenously set the price of only one thing, say, basic labour, as part of a Job Guarantee scheme (see below, section
3.2) and allowed the market system to adjust relative prices it could avoid any major administrative hurdles and
disruption as well as gaining the benefits of full employment and price stability.
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‘inflation’. However, on closer examination, it may well be the case that a price rise may be the
result of the market mechanism expressing a relative price shift. For example, a temporary
shortage of a particular commodity may result in a rise in its price as the market allocates available
supply to buyers who then have less to spend elsewhere (a clear link to the Post-Keynesian
approach to price theory can be identified here 20). The exact definition and measurement of
‘inflation’ is a complex problem and due its political significance has been the subject of wide
debate. However, we might at least tentatively suggest that inflation involves a ‘general price rise
over a sustained period’ even if we admit that the exact meaning of ‘general’ and ‘sustained’ might
be difficult to establish in practice. Such a situation would imply a more deep-seated process with
perhaps multiple contributory causes at work. In terms of the role of government fiscal policy as
a counter-inflationary tool, it might be suggested that the government should ensure that spending
is high enough relative to taxes to generate full employment without creating inflation from excess
demand.

Post-Keynesian pricing theory allows markets to be divided into two broad categories; ‘flexprice’ and ‘fixprice’
(Kenyon 1979). Commodity markets such as those for raw materials and primary foodstuffs might be described as
‘flexprice’. In these markets the strength of consumer demand might be expected to exert influence on market price
since available supply is fixed (or close to fixed) during a particular market period. However, Post-Keynesians
consider that ‘fixprice’ markets are much more significant in modern oligopolistic capitalist economies. Prices for
manufactured products are administered and determined as a mark-up over production costs (Lee 1978; Lavoie
2001). Firms generally operate with significant spare capacity meaning increases in demand are met by expansions
in output rather than increases in price. In fix-price markets a rise in production costs, especially labour costs, not
matched by rises in productivity could generate inflation via a wage-price spiral if firms were unwilling to reduce
mark-ups and the resulting higher prices generated another round of wage rises and so on. In flex-price markets it
may be that a shortage of a raw material may cause a rise in relative price but would only generate inflationary
pressure if it acted as a trigger by raising firms’ production costs, particularly the wage rate, leading to a wage-price
spiral. In this context a ‘one-off’ rise in a particular price index such as the CPI would not constitute ‘inflation’ unless
it acted as a trigger for a continuing general rise in prices.
20
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2.4 MMT and the Keynesian ‘Demand’ or ‘Sectoral Balances’ Approach
MMT is entirely consistent with Keynesian demand-side analysis (Wray 1998: 82-85) and the
‘sectoral balances’ approach, popularised by Wynne Godley 21. In national income accounting, the
components of final expenditure are consumption (C), investment (I), government spending (G)
and net exports (exports minus imports or NX), giving a basic aggregate demand equation of;
GDE = C + I + G + (X – M). Thus, total national expenditure (GDE) is the sum of total final
consumption spending (C), total private investment (I), total government spending (G) and net
exports (X – M).
Viewed in terms of the uses of national income (GDP), we can employ the following equation:
GDP = C + S + T. We can see that GDE (national expenditure) ultimately accrues to households
as GDP (national income). Households, in turn, consume, save (S) or pay taxes (T). So, if we
equate these two approaches to understanding the constituents of GDP we have: C + S + T = C
+ I + G + (X – M). This equation can be simplified by cancelling C from both sides and re-arranging;
a process which allows us to arrive at the ‘sectoral balances’ view of the national accounts; (S –
I) = (G – T) + (X– M), with three sectoral balances derived; the private domestic balance (S – I),
the budget deficit (G – T) and the current account balance (X – M). The sectoral balances
equation says that, as an ex-post accounting identity, total private sector net savings equals the
public sector deficit plus net exports, where net exports represent the net savings of non-residents
(Mitchell 2009).
The insights provided by MMT, in particular an understanding of the ontology of money as credit,
are critical when developing an understanding of sequential nature of money creation and
destruction and the relationship between financial flows and stocks. It is also helpful to distinguish
between outside money –created by state spending- and inside money -created by bank loans
(Gurley and Shaw 1960: 72-3, Wray 1998: 111-15). In a closed economy, with no government
sector, only inside money exists, all money is advanced by banks in the form of loans. Additional
loans add to the outstanding level of inside money, repayment of loans correspondingly reduces
the quantity of money in existence. The private sector holds no net financial wealth, each financial

The sectoral balances method might be considered as an approach within the Keynesian/Post-Keynesian tradition
and was a significant aspect of the New Cambridge approach which characterized the work of the Cambridge
Economic Policy Group (which included Wynne Godley, Martin Fetherston and Francis Cripps) at the University of
Cambridge in the early 1970s (Mitchell, 2015e).

21

26

asset is exactly balanced by a financial liability; the final level of inside saving in existence at the
end of the accounting period is merely an accounting record of all the existing unrepaid loans.
Making a simplifying assumption that all bank loans are provided to firms to finance investment,
then saving equals investment with all saving generated by investment. Viewed sequentially, first
a firm borrows money, which is created as bank credit, and uses the funds to buy or build an
asset. Assuming that during this accounting period this loan is not repaid and is the only credit
advance, the value of that outstanding loan would equal the addition to the stock of inside saving
(in this case held by the seller of the asset) at the end of the accounting period.
When we add a government sector the non-government sector gains the capacity to net save. A
currency –issuing government creates new (outside) money when it spends and taxes it out of
existence when the private sector settles its tax liability. If the government runs a deficit by
spending more than it taxes in the accounting period the size of the deficit will add to private sector
net saving; investment may be less than total private sector saving. In the same way if we add a
foreign sector a trade surplus also allows an addition to be made to private sector saving.
Taking the UK or USA as an example, given the persistence of a current account deficit (X<M)
the private sector can only net save (S>I) if there is a public sector deficit (G>T). Given the likely
desire of the private sector to wish to net save the public sector deficit must be large enough to
satisfy private net saving desires plus the current account deficit at the full employment level of
income. If the deficit is too small the private sector will not be able to realise its net saving desires
at full employment income and, assuming no change in the current account deficit, income will
fall until desired saving equals actual investment. The government’s fiscal policy should be
designed to achieve the goal of full employment. A deficit would only be too large if it increased
private sector net saving beyond desired levels at the full employment level of income. In this
case inflation would be the result. The size of the public sector deficit and debt would be of no
consequence in themselves, only the macroeconomic outcomes matter. The existence of
significant unemployment or underemployment would be de facto evidence that the deficit was
too small no matter its absolute size or its magnitude in relation to national income.
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2.5 MMT and Employer of Last Resort Policy
A key aspect of MMT is the advocacy of a Job Guarantee (JG) or Employer of Last Resort (ELR)
programme. The policy requires that the state offer a job to any person who is ready, willing and
able to accept employment. The International Labour Organisation (ILO) defines the unemployed
‘as people who are: out of work, want a job, have actively sought work in the previous four weeks
and are available to start work within the next fortnight; or out of work and have accepted a job
that they are waiting to start in the next fortnight’ (http://laborsta.ilo.org).
Given this definition of unemployment the introduction of a JG scheme would effectively reduce
‘unemployment’ to zero. There is no element of compulsion involved and the scheme is entirely
voluntary. Anyone who is either unwilling or unable to accept a job would not be included as
‘unemployed’ according to the ILO definition and therefore would not be targeted by the ELR
policy. (Wray 1998: 124-25) Its use is entirely consistent with the simultaneous pursuit of both
price stability and full employment and its provision of a price anchor reduces price volatility in the
system. However, this is not to say that inflation would be absent from a system which
incorporated a JG system; it ‘would still allow market (and other) forces to affect both nominal and
relative prices’ but ‘would not generate the sort of inflationary pressures that many economists
believe must result from high employment. Thus ‘inflation’-defined as persistent increase of some
price index-could certainly coexist with our proposed full employment policy but would not be
caused by the policy’ (Wray 1998:122-23, emphasis added).
The government first announces the wage rate, a basic public sector wage or BPSW (Wray, 1998)
it will pay to unemployed workers and offers them a wide-range of possible occupations. The JG
wage effectively provides a wage floor and both public sector non-JG jobs and private sector
employers would have to compete with JG rates of pay. The JG job pool would effectively become
an employed labour buffer stock (Wray 1998; Mosler and Silipo 2016) which enlarged in times of
recession and reduced in times of boom. In a declining economic climate, private sector workers
would move into the JG job pool and in improving conditions private sector employers might offer
pay rates in excess of the BPSW in order to attract additional workers from the pool (or other
benefits which make private sector employment more attractive).
Periodically, the BPSW might be increased requiring firms to cover the extra costs by a
combination of productivity rises, reduced profit margins and higher product prices. However,
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even if a one-off price rise followed the increase in the BPSW, this would not constitute ‘inflation’
unless it generated a wage –price spiral, a situation that should by no means be expected. Indeed,
the ‘price anchor’ role of JG policy would be critical and it might be expected to result in enhanced
wage stability by setting a well-publicised wage for a buffer stock of employed labour which might
be used as an alternative source of supply of workers by private employers when faced with
increased wage demands.
The complex administrative details of the policy and responses to key points of criticism are
addressed by Wray (1998:122-154). The key point to note here is that under the gold standard or
a fixed exchange rate system the operation of a JG system might well be impossible. If the
government employed as many workers as needed jobs, in the process, allowing its deficit to
‘float’ this could well cause a ‘run on the currency’ draining either gold reserves or stocks of foreign
currency. However, in the current situation facing countries which issue their own currencies
under floating exchange rates, no such constraints exist. The deficit can be set at a level
consistent with both full employment and price stability; only misplaced or anachronistic fears of
deficits remain as political barriers, as we shall see below. I do not wish to overstate the direct
power of government; it can clearly eliminate unemployment as defined by the ILO, however,
some members of the population might remain without employment owing to the existence of
persistent and challenging social problems which effectively prevent them from becoming
economically active. In addition, as we have noted, although the use of an employed buffer stock
scheme would impart price stability to the system it would not reduce inflation to zero- if, indeed,
such an outcome was deemed desirable.
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2.6 Summary
MMT draws upon the work of Innes and Knapp and is consistent with credit and state theories of
money. In MMT, the state is there at the start; it is not a late arrival which takes control of a
previously existing system and manipulates its operation to serve its own ends. The state uses
its power to name the monetary unit and declare how payments to it should be made. Once the
state has decided upon the unit of account, the private sector can create money denominated in
this unit of account. Private sector debt can now circulate (see Appendix 6).
MMT builds upon the work of Lerner and adds insight to it. One of the key aspects of MMT is the
explicit recognition that the state must issue money before it can collect it. Spending (or lending)
precedes taxation (or borrowing); the currency is a public monopoly. Only money that has already
been issued by the state can be collected in taxes. In this situation the state is the price-setter
and can always determine the interest rate for risk-free loans of any duration; see section 3.4.
MMT also recognises the essential function of taxes; that is to generate unemployment! In order
to move resources to itself the state uses its power to place members of the private sector in its
debt, in other words, impose a tax liability upon them. Such workers are now ‘unemployed’ – they
lack the necessary funds to pay their tax bill and must now seek employment in order to earn the
necessary money. They may work for the state directly, for example by joining the army, or they
may offer themselves for employment to a member of the private sector who has access to
previously-issued state money. The existence of unemployment is clear de facto evidence that
net government spending is too small to move the economy to full employment. The solution
follows logically; a tax cut or spending increase is required to achieve this aim. The analysis
provided by MMT is shown to be entirely consistent with the Keynesian ‘sectoral balances’
approach (section 2.4).
We might consider the concept of a core or operational reality. This is the underlying nature of
the monetary system when stripped of the political and social factors that interact with it in the
real world. MMT clarifies the nature of the core or operational reality. When the state issues its
own non-convertible currency under floating exchange rates there is never an ‘affordability’
question in a monetary sense for the government. It never ‘has’ or ‘doesn’t have’ money. It issues
money ex-nihilo and can purchase anything available within its own sovereign monetary space.
In such a situation the limits of production and consumption of goods and services are real not
monetary. The quantity and quality of factors of production determine what can be produced and
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consumed domestically. The private sector will utilise some of these real resources to produce
goods and services and the productivity of such private activity will have a critical influence on the
income of the economy as a whole (Armstrong 2019).
MMT does not suggest that the government can or should control all economic outcomes. Instead
it stresses the endogenous nature of a large element of government activity. This situation is
illustrated below with reference to the job guarantee (JG) programme (section 2.5). Private sector
demand for labour determines the proportion of the workforce it employs –the remainder of those
willing and able to work are left to join the state-run JG pool. On a deeper level, private sector
spending decisions- investment and consumption- determine the size of the government deficit
required to maintain full employment. In this way the magnitude of the necessary government
deficit is largely endogenously determined (it may be that a government surplus is required if nongovernment sector demand exceeds that required to maintain full employment). The key point is
that, in the opinion of the advocates of MMT, the state ought to ensure the economy performs so
as to ensure that the nation lives up to its means; an objective within its capability by virtue of its
position as the monopoly issuer of the currency (Armstrong 2019).
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3. MMT, Operational Reality and the Socio-political Layer
3.1. Introduction.
Operational reality refers to the actual way the monetary system works in practice including the
relationship between the central bank and commercial banks. For example, an understanding of
operational reality provides, in turn, an understanding of how the short-term interest rate is
determined and how government spending and debt sales by the central bank or Treasury impact
on the balance sheets of the central bank and commercial banks. It also implies the ability to
distinguish operational reality from socio-political factors.
MMT provides a compelling picture of this operational or core reality which is present in monetary
systems and makes a clear distinction between the operational reality present when governments
issue their own fiat currency under floating exchange rates and the different core reality that exists
under a regime where the currency is convertible into a commodity at a fixed rate or fixed
exchange rate regimes. Euro-using nations have ceded their money-issuing power to another
entity, the European Central Bank. Each nation’s government is forced to act as a ‘currency user’
(rather reminiscent of US states). In this case taxes do fund spending, borrowing from private
sector euro holders may be necessary to fund spending, default is technically possible and, in the
absence of ECB assistance, the need to sell debt on bond markets may drive yields to very high
levels 22.
Each operational monetary reality has an accompanying socio-political layer composed of the
social and political factors co-existing with the operational nature of the monetary system.
Elements of this layer may be essential responses required to maintain the operational integrity
of the monetary system or they may be unnecessary additional constraints which are imposed for
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Goodhart (1998: 419-26) explains the development of optimum currency area (OCA) theory (which underpins the
rationale for EMU) from a starting point of adherence to the ‘conjectural histories’ and ‘metallist’ approach, favoured
by neoclassical economists. If money is seen as a development which evolves as a means to reduce transaction costs
rather than a creation of the state then OCA theory might be considered simply as a means to assess the economic
costs and benefits of the movement to a particular ‘monetary space’ from another irrespective of political
considerations. However, Goodhart notes that the use of such OCA theory faces a major problem as ‘the historical
record of the association of money creation with the establishment and maintenance of a stable sovereign power is
so overwhelming that the balance of purely economic benefits and costs entailed by OCA must presumably be of
second order importance’ Goodhart (1998: 424). He is highly critical of this OCA theory and contends that ‘OCA
theory has little or no predictive capacity’ (Goodhart 1998: 425).
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primarily ideological reasons (Armstrong 2015, 2020). To understand the development of the
current socio-political layer we might first consider an earlier time when a different core reality
existed, creating its own socio-political layer. I would argue that the legacy left by this layer
remains much in evidence today. Its original purpose might well be viewed as beneficial – to
mitigate the effects of an earlier operational reality on society. However, it has outlived its
usefulness and, in a modern context, far from being of benefit it acts to the detriment of society,
preventing the government from fully exploiting their power as monopoly issuer of the currency to
pursue public purpose.
It is to an analysis of this earlier core reality that I now turn. The development and eventual
hegemony of this earlier monetary reality was intimately linked to a much wider change in society
and the relationship between economics and society itself; specifically, the introduction of the selfregulating market and what it required, in particular in relation to the actual operation of the
monetary system.
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3.2 Operational Reality under the Gold Standard and Fixed Exchange Rates
Let us contrast the reserve constraints which were present under the gold standard or fixed
exchange rates with the situation that exists when exchange rates float. Under the gold standard
the government, effectively, became a currency-user.
Convertible currency creation was regulated by the level of gold stocks which set
the ultimate barrier to the expansion of convertible bank reserves, the supply of
convertible Federal Reserve Notes and other convertible Federal Reserve Bank
Liabilities. If this upper limit were reached the Fed would be unable to purchase
any more government securities on balance or to increase loans to member banks
(Mosler 2012: 38).
The government could not simply issue more convertible money to buy goods and services.
Everything, other than gold itself, which was bought by the government needed to be continuously
offset by receipts of taxes or borrowed funds. A limit existed upon the central bank’s capacity to
provide loans of convertible reserves to member banks purely in response to the latter’s desire to
expand their balance sheets by increasing their loan portfolios. Under the gold standard both the
government and the banking system were ‘reserve constrained.’ In turn, interest rates were
inherently market-determined, as borrowers competed for a finite quantity of convertible currency
and government interest rate policy, as a first priority, would have to be designed to protect gold
reserves rather than as a means to pursue other public purpose. The same logic applied under
the Bretton Woods system of fixed exchange rates. If conversion of domestic to a foreign currency
at a fixed rate was guaranteed, interest rates would need to be set at a level to deter conversion
and protect the level of reserves. Deficit spending might lead to a potential drain of reserves and
therefore higher interest rates were required as a protective response. The Treasury was
effectively acting in competition with other borrowers and with the option to convert (Mosler 2012).
The international mechanism which allowed the gold standard to function was constructed over
an extended period around the revolutionary, utopian idea of a self-regulating market (Polanyi
1944). In principle, when nations joined an international economic community using a gold
standard, trade imbalances would be removed by gold movements (provided the system was
allowed to work unhindered). A nation in deficit would pay in gold requiring, in principle, a
reduction in its money supply. The consequent deflation and contraction would restore
34

competitiveness, raise exports and move its external account towards equilibrium. In contrast, the
surplus country would receive the gold allowing monetary expansion. The consequent inflation
and expansion would reduce competitiveness and, in turn, the trade surplus would fall (Polanyi
1944: 26-32, 236-44).
In practice, such a process would be slow and painful and central banking could provide a
defence; the central bank could mitigate its effects by raising the bank rate to stem the gold flow.
Raising the interest rate would make a holding a nation’s currency or its government’s bonds
more attractive than previously in comparison to conversion into gold. The ‘go-to’ policy of nations
facing a gold drain was to raise the bank rate. A higher interest rate should spread the adjustment
burden by reducing the demand for bank credit, slowing growth of income and thus reducing the
inflow of imports. This would be a far less painful form of adjustment than the deflation following
from an outflow of gold. Such a policy, though, would represent a corruption of the self-regulating
market for money as interest rates, in principle, should be left to the market and be determined
by the balancing point between the supply and demand for loanable funds in domestic currency
(Polanyi 1944).
Central banking can be viewed as an intrinsic part of a necessary countermovement in a
Polanyian sense 23. It was an essential introduction under a gold standard. Without it, deflationary
adjustment would be too painful. Central banks however, would need to adjust their interest rates
to the situation vis-à-vis protection of gold reserves, to this extent interest rates were ‘market
determined’. The central bank could not set interest rates at a level suitable to optimise domestic
performance; its priority was to maintain the nation’s integrity as a member of the gold standard
club.
Thus, we might note that in the days of the gold standard (and fixed exchange rate regimes), the
government’s budgetary policy was constrained by external forces - effectively it had to act like a

23

Polanyi introduced the idea of the ‘double movement’; the attempt to treat land, labour and money as
commodities, in order to create a unified market society, was a utopian project which was bound to create, in turn,
a countermovement required to prevent the destruction of society. For Polanyi, there was nothing natural about a
market economy; it had to be planned from the outset (Polanyi 1944: 146). However, in contrast, the responses to
its introduction were spontaneous, essentially defensive, and necessary as a means to protect the structure of
society.
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currency-user- and its central bank’s interest policy was not free to be used to pursue public
purpose. It had to be tailored to the needs of the self-regulating market (Polanyi 1944: 226).
It is not my intention to suggest that adopting the gold standard imparted economic stability; far
from it. Booms and slumps occurred under the gold standard and, as we have seen, government
policy settings had to be manipulated in order for it to function. In times of crises, its maintenance
could place impossible burdens on states and its operation was suspended; notably, during the
financial crises of the nineteenth century and the UK in 1914 and again in 1931 (Hawtrey 1939:
99-106 24; Mitchell, 2012 25).
The post-war system of fixed exchange rates or Bretton Woods system included an acceptance
of legitimacy of capital controls, replacing the de jure free capital mobility of the gold standard.
Indeed, J.M. Keynes noted the importance of all countries retaining the right to restrict capital
movements (provided that those restrictions were not aimed at restricting trade). Keynes strongly
believed that earlier crises, in particular the Great Depression, had been greatly exacerbated by
the volatility induced by free capital movements. For Keynes, in contrast to the neo-classical view,
the benefits of trade would be at risk if countries removed capital controls.
Keynes favored capital controls, especially over short-term capital movements.
While he favored an open international economy that facilitated foreign

Hawtrey is perhaps the most famous ‘specialist’ writer on the gold standard. He admits that ‘the trade cycle has
been the source of very serious evils’ (Hawtrey 1939: 102) but contends that ‘it would be unwarrantable to argue
that the trade cycle or credit cycle is caused by the gold standard itself. The active cause is the inherent tendency of
credit to expand. The gold standard enters into the matter in the first place as putting a limit to the possible
expansion, secondly, as imposing a slow pace upon both expansion and contraction successively to go far before
they are checked and reversed’ (Hawtrey 1939: 104-105, emphasis in the original).
25
In contrast, Mitchell is much more critical of the operation of the gold standard itself and particularly its inherent
tendency to introduce a contractionary bias into the economy. ‘Under the gold standard, the government could not
expand base money if the economy was in trade deficit. It was considered that the gold standard acted as a means
to control the money supply and generate price levels in different trading countries which were consistent with trade
balance. The domestic economy however was forced to make the adjustments to the trade imbalances. Monetary
policy became captive to the amount of gold that a country possessed (principally derived from trade). Variations in
the gold production levels also influenced the price levels of countries. In practical terms, the adjustments to trade
that were necessary to resolve imbalances were slow. In the meantime, deficit nations had to endure domestic
recessions and entrenched unemployment. So a gold standard introduces a recessionary bias to economies with the
burden always falling on countries with weaker currencies (typically as a consequence of trade deficits). This
inflexibility prevented governments from introducing policies that generated the best outcomes for their domestic
economies (high employment)’ (Mitchell, 2012, parentheses in the original).
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investment, Keynes drew a sharp distinction between mobile capital and
completely unregulated capital. As a result, the rules of the IMF were written to
explicitly accommodate capital controls (Kirshner, 1999: 315).
When part of the Bretton Woods system, the ability to use capital controls enhanced a nation’s
fiscal and monetary policy space relative to the gold standard. However, for countries engaging
in international trade (unless highly regulated) membership of fixed exchange rate systems is still
inherently limited by the need to maintain the exchange rate parity. The restriction of fiscal policy
space was illustrated during the so-called ‘stop-go’ 26 phase in the UK. If the government was
concerned about unemployment reaching a level deemed to be too high it would pursue
expansionary fiscal policy (the ‘go’ phase). However, expansionary policy would raise income and
imports, placing downward pressure on the exchange rate. The government – given its finite
supply of international currency reserves with which to defend the international value of its
currency- was effectively forced to abandon its expansionary stance (the ‘stop’ phase). In addition,
monetary policy was also constrained by membership of the Bretton Woods system as interest
rates would need to be set at a level which was consistent with the maintenance of the agreed
fixed exchange rate. Downward pressure on the exchange rate (for example, that resulting from
a current account deficit) might require raising the interest rate, even if this rise was not consistent
with purely domestic monetary policy targets.
The neoliberal age has been characterised by the abandonment of fixed exchange rates in favour
of floating rates (this is not true for all nations, of course, as some countries have retained fixed
exchange rates or currency boards) allowing, in principle, countries enhanced policy space in
terms of the sovereign use of monetary and fiscal policy. Governments are now able to use these
demand-side policies to pursue macroeconomic policy aims without concern for the exchange

The problem for post war policy makers in the UK ‘was that whenever growth speeded up and unemployment
dropped to very low levels, the balance of payments would get worse. This happened for several reasons: first,
imports increased with the need for additional raw materials for industry; and exports fell as manufacturers
preferred the easier option of selling in a booming home market. Secondly, as the economy moved closer to full
capacity, there were shortages of both labour and materials. This stimulated higher wages and prices and this in turn
harmed exports and helped imports. The result was a serious balance of payments crisis. The government was forced
to respond to this, and did so by raising taxes, cutting government expenditure and generally acting to reduce
demand in order to slow down the growth of the economy. This was the 'stop' phase of what came to be known as
the 'stop-go' policy of demand management. Once economic activity had fallen to a lower level, and the balance of
payments had improved, the political pressure for faster growth and lower unemployment would again be felt, and
the weapons of economic management would be used to- reverse the process, cutting taxes to stimulate demand:
the 'go' phase. These cycles occurred repeatedly through the 1950s and 1960s’ (Economic History Society, 1987).
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rate. I might specify two reasons why, in practice, this policy space has not been fully utilised.
First, the acceptance of the need (or mainstream preference) for free capital mobility 27 has
reduced this space. Nations are constrained in their use of monetary and fiscal policy by the
perceived possibility that such a policy stance might lead to capital flight and speculative selling
of the currency significantly undermining the value of the currency. Although this threat is almost
certainly greatly overestimated in the mainstream economic literature and media (certainly for
developed nations such as the US, UK and Japan), the fear of it effectively constrains the active
use of fiscal policy to pursue full employment policies and enhance domestic living standards 28.
Second, I would argue that mainstream economists and neo-liberal politicians have not
recognised that the old operational reality has now gone (at least for countries which are not part
of the euro or operating under fixed exchange rates). They have not understood or accepted that
‘sound money’ government budgeting and ‘market-led’ interest rates which might have been seen
as necessary or even beneficial under the gold standard (and to a lesser extent under the Bretton
Woods system) are out-of-date and hamper progress. They retain policies that, from an MMT
perspective, restrain the ability of the state to use its position as issuer of a non-convertible
currency under floating exchange rates to pursue public purpose (see section 3.5 below).

Together with my co-author, Kalim Siddiqui, I provide a full discussion of the impact of free capital mobility on
economic growth and its consequences for the degree of monetary and fiscal policy space available to governments
(Siddiqui and Armstrong, 2017).
28
There is always the possibility of a ‘run on the currency’. Wray, when discussing the operational reality present
when governments issue their own non-convertible currency, notes ‘while we deny the that the deficit by itself can
generate a rational fear of default on domestic-currency-denominated debt, we do recognize that deficits can impact
expectations concerning the international value of the currency’ (Wray 1998: 96, emphasis added). However,
advocates of MMT stress that this effect is often grossly exaggerated, a point which has been amply demonstrated
in the immediate post-GFC era, where rapidly increasing budget deficits did not lead to significant falls the exchange
rate (notably, for example, in the US, Japan and the UK).
27
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(Skidelsky 2010: 116-17) compares the nature of the monetary system under Bretton Woods
(1951-1973) with the neoliberal phase (1980-2009) which followed it and then provides a detailed
analysis of the available data. He concludes, ‘to sum up, then, the comparison between the
Bretton Woods and Washington Consensus [neoliberal] years shows that the former had less
unemployment, higher growth, lower exchange rate volatility and lower inequality (Skidelsky 2010:
125-26, parentheses added). Clearly, our inability to carry out controlled experiments means that
we cannot attribute these outcomes entirely to the degree of available monetary and fiscal policy
a space available or, indeed, the use of active demand-management policies. There are clearly
many factors that influence economic growth and the relative impact of these forces varies
between nations and between time periods. However, we can, at least tentatively, suggest that
faith in the ‘free operation’ of markets (characterised, for example, by free international capital
mobility and a ‘sound money’ approach to fiscal policy) of the neoliberal phase did not directly
lead to superior growth performance when compared to the Bretton Woods era when (limited)
fiscal activism combined with capital controls were the accepted norm (Armstrong and Glynn
1991).
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3.3 Operational Reality under Monetarism
Both advocates of the gold standard and monetarists/New Classical economists favour the
subjugation of government policy to the impersonal forces of the market but approach the issue
from different perspectives. Both groups favour fixing one thing and letting the market do the rest.
As we noted above, for the ‘gold bugs’, the exchange rate should be fixed, setting up a core
monetary reality which requires government monetary and fiscal policy to be constrained by the
needs of the market. Monetarists take a different approach; they believe that monetary growth
should be fixed 29 and market forces should be left to deal with everything else including the
exchange rate. ‘My choice at the moment would be a legislated rule instructing the monetary
authority to achieve a specified rate of growth in the stock of money…The precise definition of
money adopted and the precise rate of growth chosen make far less difference than the definite
choice of a particular definition and a particular rate of growth’ (Friedman 1968: 193).
However, the situation is rather more nuanced than it might appear. Friedman expressed support
for both floating and fixed exchange rate systems. The reason why this seemingly paradoxical
situation might exist is noted by Hanke (2008). He suggests that Friedman saw both systems- if
allowed to function unhindered- as essentially consistent with free market principles. From the
perspective of an advocate of free-market economics such as Friedman, a freely floating
exchange rate policy would be desirable since it provides an in-built automatic adjustment
mechanism for balance of payments disequilibria and would allow domestic monetary policy to
focus entirely on the control of inflation. A fixed exchange rate system, such as the gold standard,
should operate according to its utopian design and- provided central bank discretionary monetary
policy was avoided- the self-equilibrating nature of the system would, again, naturally remove
balance of payments issues. Hanke notes that,
With both of these free-market exchange- rate mechanisms, there cannot be
conflicts between monetary and exchange-rate policies and balance-of-payments
During the 1950s and 60s Milton Friedman was, more than any other, responsible for the resurgence of interest
in the Quantity Theory of Money (QTM) (Snowdon and Vane 2005: 163). The QTM dates back at least 300 years [to
the work of Locke (1692) and Hume (1752)] but it is perhaps best known when expressed in the form MV =PT where
M = the supply of money, V = the velocity of circulation, P = an index of prices and T = the volume of transactions.
Given the usual monetarist assumptions of exogenous money supply and stable (or constant) velocity then increases
in the growth of M over and above the growth of real output would necessarily lead in inflation (see Snowdon and
Vane 2005: 163- 174). The clear solution would be to reduce the rate of growth of M, as suggested by Friedman
above.
29
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crises cannot rear their ugly heads. Floating- and fixed-rate regimes are inherently
equilibrium systems in which market forces act to automatically rebalance financial
flows and avert balance-of-payments crises (Hanke 2008).
Hanke argues that Friedman, in common with most free-market advocates was really antagonistic
to pegged not fixed exchange rates. Friedman disliked ‘pegged exchange rates’ since they are
inherently prone to central bank intervention which represents a corruption of the operation of the
system. For example, the use of capital controls was commonplace under the Bretton Woods
system (which would be defined as a ‘pegged’ system by Friedman). Hanke also suggests that
under pegged rates central banks may well utilise monetary policy techniques to control the
exchange rate (rather than just the domestic money supply).
Unlike floating and fixed rates, pegged rates invariably result in conflicts between
monetary and exchange rate policies. For example, when capital inflows become
“excessive” under a pegged system, a central bank often attempts to sterilize 30
the ensuing increase in the foreign component of the monetary base by selling
bonds, reducing the domestic component of the base. And when outflows become
“excessive,” a central bank attempts to offset the decrease in the foreign
component of the base by buying bonds, increasing the domestic component of
the base (Hanke 2008).
The movement towards ‘managed floating’ which was commonplace by the 1990s was not
supported by Friedman, who preferred a ‘pure’ float or, indeed, a ‘pure’ fixed exchange rate
system. Hanke notes that, ‘Friedman…laid great stress on the fact that a fixed exchange rate
administered by a central bank is dangerous’ (Hanke, 2008). Friedman highlights the potential
danger by looking back at the days of the gold standard and, as might be expected, was critical
of its actual management by central banks. He frequently explained why the gold standard was a
failure in practice, citing the Great Depression as an example (Friedman, 1962; Friedman and
Schwartz, 1963). However, he was careful to specify human error as the real culprit. In the case
of the USA, for example, he contended that the Federal Reserve had sufficient gold reserves to
30

The process of sterilization occurs after the central bank has bought the foreign currency or ‘monetized’ it.
‘Purchasing foreign currency converts, or monetizes, that currency to dollars., The Fed then offers U.S. Government
securities for sale to offer the new dollars just added to the banking system a place to earn interest [in the case of
the US]. This often misunderstood process is referred to as sterilization’ (Mosler 1993: 8, parentheses added).
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expand the money supply and prevent an economic catastrophe. According to his perception,
they failed to do so meaning the crisis continued.
As we have noted, for monetarists, the preferred way to subjugate democratic government to
markets is for the central bank to use its supposed ability to determine the rate of growth of the
money supply to guarantee price stability. However, such an approach naturally ties the hands of
government and central banks alike with respect to the use of discretionary policy (a desirable
outcome from their perspective). If the central bank fixes the supply of money then demand for
money must determine the interest rate. Thus, interest rates would be beyond the control of the
authorities and in the hands of the market. Governments would be constrained in their use of
fiscal policy, unable to use deficit spending to expand the economy. If the deficit was financed by
‘printing’ money or selling debt directly to the central bank this would break the money growth rule
and thus be inadmissible. If it was financed by the sale of debt to the private sector this would
raise interest rates and ‘crowd out’ private sector investment. However, both the Gold Standard
and monetarism were based on faith in markets and were utopian; neither was practical in reality.
From the perspective of Polanyi, the mechanism by which the Gold Standard was designed to
function had to be impaired in order to protect society and in the same way it proved impossible
for a central bank to control the rate of growth of the money supply in practice. The so-called
Volcker experiment provides supporting evidence for this assertion. In 1979, when Paul Volcker
was chairman of the Fed, the intermediate target of choice was changed to the rate of growth of
M1 (Wray, 1998; Federal Reserve Bank of San Francisco 2017). Implicit in this approach was the
need to,
allow the fed funds target to rise as high as necessary to allow achievement of this
goal. The Fed would calculate the total reserves consistent with its monetary target
then subtract existing borrowed reserves to obtain a non-borrowed reserve
operating target. If the Fed did not provide sufficient reserves in open market
operations (as it hit its non-borrowed reserve target), banks would simply turn to
the discount window, causing borrowed reserves to rise (and, in turn, the Fed to
miss its total reserve target). Because required reserves are always calculated
with a lag the Fed could not fail to provide the needed reserves at the discount
window. The Fed found it could not control reserves (Wray 1998: 101).
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Conventional thinking is based on the idea that banks need excess reserves before making loans
and a ‘deposit multiplier’ exists. However, in practice, banks make loans without reference to prior
reserve positions. Faced with a customer deemed credit-worthy, a bank makes the loan and
obtains the reserves later. Thus, the quantity of reserves is determined by the amount of loans
issued not the other way around. In this case, the role of the Fed is passive.
If banks in the aggregate are short of required reserves, the central bank must
supply them either through open market purchases or the discount window; trying
to restrict reserves through fewer open market purchases merely forces banks to
the window. It is simply impossible for the Fed to refuse to supply the reserves
needed by the system (Wray 1998: 118). 31
We can see that monetarism, in its ‘pure’ form, is simply another utopian project which cannot
work in practice. A policy following the monetarist blueprint would require wild swings in interest
rates at best and the breakdown of the interbank payments system at worst. Clearly such a
situation would be politically unacceptable; this was reflected in the socio-political layer in the time
of the monetarist heyday. Friedman’s response to the introduction of the so-called Medium Term
Financial strategy (MTFS) in the UK was noteworthy in this context. He was very supportive of
the idea of the introduction of monetary targets but scathing about the use of interest rates as the
means to achieve them, preferring, of course, the use of reserves (in his view the ‘raw material’
of money) as targets. The utopian nature of monetarism was apparent; true monetarism would
mean the imposition of too heavy a cost on society so a ‘nominally’ monetarist approach was

Bank reserves are an asset to banks and a liability to the central bank. Functionally, they act as one-day securities
(Mosler 2012). They are the means used by banks to settle their mutual indebtedness and therefore have a critical
role to play in the operation of the monetary system. From the perspective of MMT, when the government spends
or lends it increases the level of bank reserves held as assets by banks (a reserve add) and when it taxes it reduces
the level of bank reserves (a reserve drain). Thus, state spending is logically anterior to taxation. Although interbank
lending can move the available supply of reserves between banks, collectively banks have no influence upon the
total amount of reserves in the system as a whole. Thus, if the banks are short of reserves overall, they must turn to
the lender of last resort, the central bank. The central bank must supply the required amount of reserves and can do
this either by open market operations (buying government bonds from banks, replacing one risk free asset with
another on banks’ balance sheets) or by repurchase agreement (repo), whereby the central bank agrees to buy
securities from banks and sell them back, typically one to seven days later. Alternatively, banks may obtain reserves
at the discount window (referred to as ‘standing facilities’ by the Bank of England) but this would usually require the
payment of a penalty rate of interest and may involve an element of stigma on the part of the borrowing bank
(see; http://www.bankofengland.co.uk/publications/Documents/quarterlybulletin/qb100404.pdf).
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adopted which allowed the government in the UK to draw on the free market dogma and inflationprioritising of monetarism while keeping interest rates under their control for political purposes 32.
Interestingly, central banks, while accepting the practical problems associated with basing policy
on mainstream economics (whether that be monetarism, an ‘updated’ version of monetarism or
the current go-to theory of choice for most central banks, new-Keynesianism), have still
maintained its theoretical credibility.
Clearly accepting short-term money neutrality and using ‘pure’ monetarism would be a practical
disaster but rejection of mainstream theory is also off the menu. New Keynesianism is very useful
as it accepts the short-term non-neutrality of money, legitimising a central bank’s use of the shortterm interest rate to influence not only inflation but also real variables. Crucially though, new
Keynesianism retains the view that money is neutral in the long run 33 and therefore merely
determines the price level.
Rather, in the long run, monetary policy determines the nominal or money values of
goods and services—that is, the general price level. An equivalent way of making the
same point is to say that in the long run, monetary policy in essence determines the
value of money—movements in the general price level indicate how much the
purchasing power of money has changed over time. Inflation, in this sense, is a monetary
phenomenon.
However, monetary policy changes do have an effect on real activity in the short to
medium term. And though monetary policy is the dominant determinant of the price level
32

Samuel Brittan (FT 16/11/2006) confirms these recollections in his obituary of Milton Friedman, ‘The Medium
Term Financial Strategy of the 1980s, with its target of a gradual reduction in the growth of the money supply and
the abandonment of fine tuning, obviously stemmed at one remove or another from the Chicago economist. But the
master himself disowned the MTFS because the Bank of England continued to regulate the money supply through
interest rates rather than via the monetary base’.
33
The idea of the neutrality of money can only be sustained by ignoring money’s historical reality and the institutions
involves in its creation, circulation and destruction. Desan notes, ‘The claim of neutrality is incongruous to money’s
practice. According to that record, money is created by political intervention; it carries material value by changing
the way people relate to resources and it distributes costs and profits as it does so. Unique in its ability to entail
material value recognized as standard, money enables exchange selectively as it operates. The process is made literal
in money’s history: money changed the possibilities for governance and individual exchange alike in particular ways.
By that circumstance, money’s design influences the relative value of goods priced in it: the same logic applies to
money’s continued creation-its entry into circulation and withdrawal. Changes in money’s quantity therefore
logically affect the long-term prices of goods that are not neutral’ (Desan 2014: 432, emphasis added).
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in the long run, there are many other potential influences on price-level movements at
shorter horizons. There are several links in the chain of causation running from monetary
policy changes to their ultimate effects on the economy (The Bank of England 1999). 34
I would argue that the practical impossibility of controlling the quantity of bank reserves and the
need to set the short-term interest rate exogenously may have been recognised and reflected in
the political layer. However, the fact that the new operational reality means the removal of
constraints imposed by the Gold Standard or fixed exchange rates has not been recognised in
the political layer; an issue which discuss in detail below.

This ‘compromise’ view of the neutrality or non-neutrality of money is still advocated by the Bank of England in
2019, certainly in their ‘official’ discourse.
34
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3.4.

A New Operational Reality

From an MMT perspective, under a floating exchange rate, the state always has the power to
choose the interest rate it pays when it wishes to borrow, regardless of the duration of the loan.
Since the central bank is the monopoly supplier of net balances to the domestic monetary system
(more colloquially, ‘on its spread sheet’) it necessarily has the option to act as a 'price setter'
(Mosler 2012). This turn of events provides useful insights into the relationship between the
operational reality and the socio-political layer. Despite the realisation of the need to set the
overnight rate rather than the quantity of reserves, determination of longer-term rates has been
‘left to the market.’ That such an approach is a choice not an operational necessity, as it once
was, has not been understood. Failure to grasp the nature of the new operational reality, firstly by
economists and, secondly, in the socio-political layer meant the retention of the erroneous view
that flexible market-driven, long-term interest rates had the ability to coordinate saving and
borrowing. Such a situation has had serious consequences for the conduct of both monetary and
fiscal policy.
In the current situation in the UK and US, for example, the state could use its position as monopoly
issuer of the currency to control the whole spectrum of risk-free rates; or to put it another way it
could determine the shape of the yield curve. If a policy of exerting control over long-term riskfree rates was decided upon then it could be put into practice by the central bank by agreeing to
buy unlimited quantities of government debt at a price consistent with its interest rate target at
each maturity level. This would result, potentially, in significant central bank balance sheet
expansion. Alternatively, the Treasury could offer securities that yield no more than the
government’s target for the term structure of risk-free rates (Mosler 2012).
The mainstream view of money has had a critical role in this non-recognition of the state’s ability
to control the whole spectrum of interest rates under the current operational reality; if money was
viewed analytically, at least, as a commodity rather as credit, ‘loanable funds’ theory could make
logical sense. Households would supply loanable funds to banks in increasing quantities in
response to higher interest rates, as the opportunity cost of spending was rising. If demand for
loanable funds rose then higher interest rates would be required to induce households to supply
them. The long-term interest rate must therefore be left to the market and allowed to rise in order
to generate sufficient saving to meet demand from borrowers, otherwise there could be a chronic
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shortage of saving. I consider that, underlying this view, is a metaphysical belief in the equilibrating
powers of flexible long-term interest rates.
If the long-term rate was set too low, then borrowing would be higher than its ‘optimum’ level and
would not be supported by saving. The result would be ‘malinvestments’ 35; a credit boom and,
inevitably, a crash. The mainstream view of the nature of banking lent weight to this approach.
Mainstream theory treats banks as pure intermediaries (Jakab and Kumhof 2015) who acquire
money from a source or sources and then lend the money to others. Banking however, is a
fundamentally different process. As we have noted above, MMT is founded on the endogenous
approach to money and thus recognises that banks do not take deposits and then lend them out.
Indeed, banks may make loans without the possession of prior deposits (or reserves). Banks take
a position in assets by granting credit to borrowers and at the same time accept liabilities upon
themselves. The granting of a loan by a bank is fundamentally a balance sheet expansion
exercise. A bank customer who is granted a loan gains a bank deposit (a liability to the bank) and
at the same time the bank acquires an asset – the loan. Assuming the loan is spent and the
receiver of the credit holds an account in a different bank, the lending bank will find that initially
its balance sheet shrinks i. e. it loses the deposit and reserves. However, once the loan is repaid
(with interest), the reserves are replenished (with additional reserves equivalent to the interest)
on the asset side. On its liability side the interest payment has boosted the bank’s net worth.
Provided the borrower repays the debt in full the bank makes a profit on the transaction. It is clear
from this mechanism that ‘loans create deposits’ 36 not the other way around (Wray 2012).
‘Malinvestments’ or badly allocated business investments are an important element of Austrian business cycle
theory. Excessive credit expansion, facilitated by loose central bank policy- setting the interest rate below the
optimal equilibrium market rate which coordinates the preferences of savers and borrowers- leads to an impairment
of the critical ability of the price mechanism to allocate resources efficiently, in turn generating over-investment, an
unsustainable boom and a necessary, corrective contraction. ‘The popularity of inflation and credit expansion, the
ultimate source of the repeated attempts to render people prosperous by credit expansion, and thus the cause of
the cyclical fluctuations of business, manifests itself clearly in the customary terminology. The boom is called good
business, prosperity, and upswing. Its unavoidable aftermath, the readjustment of conditions to the real data of the
market, is called crisis, slump, bad business, depression. People rebel against the insight that the disturbing element
is to be seen in the malinvestment and the overconsumption of the boom period and that such an artificially induced
boom is doomed. They are looking for the philosophers' stone to make it last’ (von Mises 1966).
36
However, the position is not as simple as this. Goodhart (2017) notes that banks provide a service to customers
allowing them access to credit, so banks do not create the money themselves; in reality they create the conditions
which allow customers to do so, ‘in dealing with the private sector, the commercial banking sector acts as a service
industry, setting out the terms and conditions on which it will provide its financial services, notably including loan
and mortgage provision. Given these, its private sector clients then make most of the running, determining the
timing and amount of bank credit provision. The key variables are the banks’ choice of such terms and conditions
35
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Consistent with the erroneous mainstream view of money, banking and interest rate determination
is the ‘crowding out’ hypothesis 37. This hypothesis suggests the higher government borrowing
increases demand for loanable funds and, as would be the case with any other ‘commodity’, its
price- or interest rate- would rise in turn leading to reduced private sector borrowing. Given the
mainstream preference for private investment over public investment such a situation should be
avoided as a matter of urgency. However, in the current operational reality, ‘borrowing’ by the
state is not operationally required and even if the state decided to borrow, there would not be any
straightforward correlation between increased deficits and rising long-term rates (See chapter
four, figures 6 and 7). As we have seen, under the gold standard, governments were constrained
in their spending by their ability to tax and borrow. If a fiscal deficit existed there would be untaxed
spending in the system which could be converted into gold at a fixed rate. In this case the state
would need to offer ‘market-determined’ rates to induce holders to buy non-convertible
government debt rather than convert into gold (Mosler 2012).
The new operational reality is different. The government spends first, and creates reserves, ex
nihilo. It is never revenue-constrained as a currency-user might be. The ‘borrowing’ operation
which removes the reserves is voluntary in an operational sense. The state has no need to borrow
(Mosler 2012). It could allow any untaxed spending to remain in the system. The problem with
this is that such a policy would result in the overnight rate falling to zero (if no other action was
taken; see the exposition below on the ‘corridor system’ for further elaboration of this point). Banks
cannot reduce the aggregate level of reserves in the system. Excess reserves would mean that
banks would try to lend them on the overnight interbank market driving the interest to zero. In
operational terms sales of debt are not a borrowing activity but are required to maintain a positive
short-term interest rate (Mosler 2012).
Mosler’s view of the operational reality of the banking system might be considered as more radical
than a ‘standard’ Post-Keynesian approach. In terms of the sequence of the elements involved
in loan creation and interbank settlement, from Mosler’s perspective, first the bank grants the loan
to its customer and its balance sheet expands (creating an asset of a bank loan and a liability of

and the private sector’s appetite for borrowing (on such terms) from the banks. Seen in this light, the claim that bank
credit is the genesis of money creation without any mention of the private sector’s key role in the process amounts
to a misrepresentation’ (Goodhart 2017: 13, parentheses in the original).
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‘Crowding out’ usually refers to a situation where increased government borrowing raises interest rates leading
to reduced private sector investment, in turn, dampening (or even eliminating) any positive effect upon on income
and output (Karlson and Spencer, 1975; Wilson, 1979).
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a customer deposit). If the bank needs reserves to allow settlement it can source them on the
interbank market which might be the case if the proceeds of the loan are to be moved to another
bank. However, second, on settlement day, if the bank is short of reserves the central bank
automatically grants (or ‘accommodates’) an overdraft as failure to do so would be an error of
accounting. Thus, when the cheque for the proceeds is deposited in another bank the reserve
account of the bank granting the loan is debited. Should that result in a reserve account overdraft
a loan from the central bank is recorded 38. For Mosler,
loans simultaneously “create” both deposits and any required reserves, as a point
of logic and a matter of accounting. It is never about the central bank
“accommodating” reserve needs, as in the first instance, a “need” is an “overdraft”
in the bank's central bank account; it is a loan, and is, in fact, booked as a loan
from the central bank if the “overdraft” remains on settlement date. The only way
the central bank could “not accommodate” would be to prevent the check or
interbank transfer from occurring in the first place, which is beyond impractical and
even moot in the case of deposit insurance where the government guarantees
clearing of client checks written against insured deposits. Therefore, the central
bank requires banks to have sufficient equity capital and sets asset and liquidity
standards required of banks so that it can prudently allow “daylight overdrafts” 39
of member bank clearing accounts in the normal course of business (Mosler 14
March, 2015, emphasis in the original).
Mosler emphasises that this is a critical insight provided by MMT and bemoans the fact that,
most all Post Keynesians today still cling to the narrative that the central bank
“must” accommodate system-wide reserve needs to “prevent disruption” and/or
“manage the interbank rate”. He agrees that, ‘the central bank “manages” rates
when it “prices the overdraft,” but adds the caveat that, ‘the overdraft in any case
However, this only occurs if the bank issuing the loan has adequate collateral and in the event of a bank lacking
sufficient quality assets to act as collateral -although the debit and the central bank loan still are still recorded- the
bank is in violation of banking rules and may well be subject to penalties. In the extreme case, even liquidation is
possible should the value of the bank’s assets fall to a level where it has negative equity (or, in other words, if its
liabilities exceed the value of its assets).
39
In the US, a daylight overdraft (or intraday overdraft) is a is facility allowing qualifying banks to overdraw their
accounts at the Federal Reserve accounts when making payments using Fedwire (the electronic gross settlement
system used by United States Federal Reserve Banks).
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is “created” at the instant the loan/deposit/overdraft is created’. For Mosler, ‘this
takes away the significance of the question, ' “What would happen if the CB doesn't
accommodate?”- something which monetarists insist they should not do when the
“money supply is too high” and Post Keynesians respond with “they must” to
“maintain orderly clearing” or something else unsatisfying to monetarists and
others’. The failure to understand this key insight has the unhappy consequence
of ‘keeping the issue as an open question (Mosler 14, March, 2014).
In the pre-GFC era, many central banks implemented their monetary policy by setting interest rate
targets and describing the mechanism of policy implementation in terms of a manipulation of the
supply of reserves in order to keep market rates in line with the policy rate. In most cases this was
done using a variant of the so-called ‘corridor’ system. Following the GFC there were widespread
operational changes in the implementation of policy; this manifested itself in part by changes such
as the introduction a ‘floor system’. In the aftermath of the crisis, central banks used extraordinary
measures to boost bank lending. There was an explosion of bank reserves (see Keister and
McAndrews, 2009) and in order to prevent the overnight rate falling to zero central banks were
forced to offer an overnight rate of interest on reserve deposits equal to their target rate.
Most central banks utilise a variant of the corridor system to enact their monetary policy (Mosler
2012: 47-57; Clews et.al. 2010: 292-300; Lavoie 2010: 3-17). The ‘standard’ model, exemplified
in the Bank of England paper (Clews et al. 2010), takes as its starting point the expected
behaviour of individual profit-maximising banks. From this perspective, it is possible to derive the
expected shape of an individual bank’s demand for reserves and, by implication, the demand
curve for reserves as whole. The green line shows the demand curve for bank reserves on the
interbank market. It is horizontal at the lending rate, on the assumption that profit-maximising
banks will not borrow from each other on worse terms than they can obtain from the central bank.
The downward sloping section reflects that as the interest rate falls the opportunity cost of holding
reserves rather than lending them falls, increasing demand for reserves 40. The final horizontal
section reflects the fact that banks will not lend reserves to each other below the discount rate as
this will not be consistent with profit-maximising behaviour.

‘The higher the market rate of interest, the higher is the opportunity cost of holding reserves and hence the lower
will be the demand. As rates fall, the opportunity costs fall and the demand for reserves increases. But in all cases,
banks will only seek to hold (in aggregate) the levels consistent with their requirements’ (Mitchell, 2010).
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Given the shape of the demand curve, the central bank can adjust the aggregate amount of
reserves using open market operations so as to hit its target rate. The lending rate is the rate at
which banks can borrow reserves from the central bank (discount window) and the deposit rate
is the rate paid on reserves deposited at the central bank- referred to as ‘standing facilities’ by
The Bank of England. The policy rate lies between the deposit rate (if present) and the lending
rate and these two administered rates, the lending rate and deposit rate (if present), give a ceiling
and floor to the overnight rate and limit the potential divergence of the overnight rate from the
policy rate. International variation exists in the exact implementation of corridor systems but the
principle behind the policy remains the same.

Figure 1: Stylised demand for reserves in the corridor system

Source; The Bank of England, 2010 QB Q4:295
In principle (although not always in practice –see below), the interest rate will remain inside the
corridor as the lending rate and deposit rate place upper and lower limits on rate movements. The
standard conceptualisation is that of the central bank using open market operations to adjust the
level of reserves in the system enabling it to hit its policy rate. The system relies on an orderly
functioning interbank market which facilitates an efficient distribution of reserves between banks.
Lavoie (2010) develops the standard conceptualization and notes that when confidence is
reduced and banks become less willing to lend to each other their liquidity preference rises
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meaning the central bank must introduce additional reserves into the system in order to retain
control of the interest rate. Failure to recognise a rise in banks’ demand for reserves caused the
Fed to lose control of the fed funds rate in the midst of the GFC, a point highlighted by Lavoie
(2010).
Figure 2: The impact of Lehman Brothers’ bankruptcy on the fed funds rate

Source; Lavoie, 2010: 23
In Lavoie’s analysis the derivation of the demand curve for reserves is more sophisticated than
the Bank of England’s highly stylised version. In particular he includes a third horizontal section
at the target rate, which ‘corresponds to the federal funds rate which is expected on the following
days, before the end of the maintenance period’ (Lavoie 2010:4).
The diagram shows that initially, the Fed was able to forecast demand for reserves (black line)
accurately, supplying reserves, shown by the vertical line, S and hitting its target rate (equilibrium
rate shown as intersection of demand curve and supply, S). However, following the Lehman
Brothers bankruptcy, bank demand for reserves rose significantly (red line) but the Fed’s
response was insufficient. It increased the supply of reserves to S’ – but this proved inadequate
and resulted in the equilibrium Fed funds rate rising above target (higher Fed funds rate on
diagram). Thus, the Fed lost control of the Fed funds rate. This event illustrates that if the central
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bank underestimates the desire for (or fails to provide sufficient) liquidity, liquidity preference might
well exert upward pressure on interest rates. In the early stages of the crisis the Fed decided to
supply liquidity only when banks provided government securities as collateral (vertical line, S’) an error which caused the fed funds rate to rise above its target. However, this effect was only
temporary; once the Fed had recognised and satisfied this extra demand for liquidity it was able
to regain its customary control of the fed funds rate (Lavoie 2010: 5-7 and 23). Interestingly, after
initially failing to provide sufficient reserves in the week following the Lehman Brothers bankruptcy,
in the subsequent weeks the Fed injected more than enough liquidity to satisfy demand (vertical
line, S’’). The Fed was therefore required to pay interest on required and excess reserves in order
to regain control of the fed funds rate i.e. introduce a deposit rate on excess reserves equal to the
policy rate. (Lavoie 2010: 7) Failure to do would have resulted in fed funds rate falling to zero.
Mosler (2012) develops “a ‘real world’ system-wide macro analysis” (Mosler and Armstrong 2019:
11) 41 which differs methodologically from the ‘standard’ corridor model. Mosler (2012) notes that
bank reserves might be in the form of vault cash, be supplied by the Fed’s open market operations
or borrowed from the Fed. If the banks are left collectively short of reserves by the Fed’s open
market operations they must access the required reserves from the discount window. Mosler’s
(2012) analysis recognises the administrative costs and possible stigma attached to borrowing
from the discount window (as it may be associated with financial weakness). In this case, the fed
funds rate might well exceed the lending or discount rate. However, as banks collectively bid up
the fed funds rate the spread between the fed funds rate and the discount rate widens and
eventually banks must borrow from the central bank. This shown on the diagram below; as the
market rate exceeds the discount rate (beyond point A) banks demand reserves from the discount
window. The Fed acts passively and supply adjusts to demand, eventually satisfying all demand
(at market equilibrium shown by point B) -a rate above the discount rate. Ultimately, however, the
banks’ reliance upon discount window borrowing is always under the control of the Fed; Fed
provision of additional reserves via open market operations will reduce the banks’ need to borrow
from the discount window. Conversely, if the Fed provides fewer reserves using open market
operations the spread between the fed funds rate and the discount rate will widen, requiring banks
to rely more heavily on discount window borrowing.

41

See also Mosler and Armstrong (2019) for a detailed development of this analysis.
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Figure 3: Supply and demand curves for reserves (System-wide shortage)

Source: Mosler, 2012: 55
The unprecedented increase in the level of bank reserves supplied by the Fed in the aftermath of
the GFC generated, as matter of policy, a systemic excess supply of reserves 42. The excess
supply (S) over demand (D) would have driven the fed funds rate to zero, had not a ‘floor’ rate’
been introduced by the payment of interest on reserves held by banks at the Fed (Mosler and
Armstrong 2019)- shown by the deposit rate on the diagram.

42

Keister and McAndrews (2009); Mosler and Armstrong (2019).
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Figure 4: Supply and demand curves for reserves (System-wide excess supply)

Source: Mosler, 2012: 56
Consistent with this approach, Mosler and Armstrong (2019: 6-7) disagree with the argument
the central bank (CB) alters the supply of reserves in order to enact its interest rate policy and
instead contend that ‘close inspection reveals that interest rate policy remains best understood
as a matter of setting rates and not quantities’. They argue that
if there is a shortage of reserves in the banking system, for any individual bank
that shortage is accounted for as an overdraft loan (discount window loan) from
the CB. That is, in the first instance, a bank’s shortfall in its CB reserve account
is accounted for as a loan from the CB. And if the CB sets the rate for these loans
at the policy rate, there is no need for the further action (such as ‘adding reserves’
via repurchase agreements or outright purchases of Treasury Securities)
suggested in the standard model. It is only when the CB adds what is called a
‘penalty rate’ to this type of borrowing, or if a stigma 43 is associated with loans
from the CB, that banks then attempt to borrow in the interbank market in order to
replace higher priced loans from the CB with lower priced loans from other banks.
As a point of logic, the bank would be willing to pay more than the policy rate, but
less than the discount rate plus the amount by which it values any stigma. In the
It may be that discount window borrowing might give the impression of financial weakness and so would be
avoided if possible.
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US case, for example, when the Fed observes the fed funds rate trading higher
than its policy rate target, it then takes action to make reserves available at a lower
price to bring the fed funds rate down to its policy rate.
In the case of a reserve excess, the CB can simply pay interest on reserves, which
again is about setting the interest rate rather than the quantity of reserves.
Alternatively, the CB can offer securities for sale, which support rates as
determined by the interest rate which is implicit in the terms offered by the
securities being sold 44.
Perhaps, of even greater significance is MMT’s denial of the whole idea that monetary policy is
ever effective in the way mainstream theory suggests (Mosler and Silipo 2016; Mosler and
Armstrong 2019; Armstrong 2019). Central bankers believe raising rates works to reduce
inflationary pressures by reducing aggregate demand, and lowering rates works to support
aggregate demand and increase inflationary pressures. The primary channel for this effect is
private sector lending, where higher rates discourage lending and lower rates support lending.
However, close examination of the evidence refutes this idea. In the private sector, expressed
simply, for every dollar borrowed, there is a dollar saved (Mosler and Armstrong 2019). Therefore,
a shift in rates moves income between borrowers and savers. CBs agree with this, and then
further assume that the propensities to consume out of interest income differ between borrowers
and savers, such that when rates rise, for example, borrowers cut back on their deficit spending
to a greater degree than savers increase their spending. Likewise, as rates fall, they believe that
borrowers increase their deficit spending more than savers cut back on their spending. Therefore,
central bankers conclude that higher rates are contractionary and lower rates expansionary.
However, although the propensity estimates of the central bankers may well be accurate, given
the state is a net payer of interest to the economy, higher rates are adding interest income to the
economy and lower rates are removing interest income from the economy. With debt to GDP
ratios often approximating 100% of GDP, the interest added or subtracted by this channel is likely
to dwarf the effect of the differing propensities between private sector borrowers and savers.
Lower rates may help borrowers to service loans and qualify for new loans, but lower net income
works against new borrowers’ income levels and the general ability to service loans in the
economy. Thus, higher rates are in fact an expansionary force rather than the contractionary force
In practice, ‘lag accounting’ and reserve averaging regulations work to both destabilize and to stabilize interbank
rates, see Mosler (2012: 57-62)
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assumed by central bankers. That is, global central bankers have it backwards- they are easing
when they believe they are tightening, and tightening when they believe they are easing. And
experiences of Japan, the eurozone, and the US do not contradict this hypothesis, where decades
of zero and near zero rates have not triggered aggregate demand or inflation from private sector
credit expansions, and, to the contrary seem to be supporting low inflation and low demand
(Mosler and Armstrong 2019; Armstrong 2019).
Mosler and Armstrong (2019: 17) summarise the MMT view that under floating exchange rates,
CBs of nations with their own sovereign currencies can always set the risk-free interest rate of
any duration. The rate of interest charged by banks is best conceptualised as merely this risk-free
rate plus a risk premium.
Central bankers have…acknowledged the operational necessity of targeting
interest rates rather than money supply growth 45. However, we would argue that
the process of deepening understanding is not yet complete and further requires
the recognition that, as the monopoly issuer of reserves in a floating exchange
rate regime, supply is demand determined with CBs controlling price. That is, CB
action under a floating exchange rate regime is best understood as that of a pricesetter of the reserves demanded. We argue in favour of a reversed causality visà-vis orthodox analysis which would have applicability in a fixed exchange rate
regime, which is in fact reserve constrained by design…We also contend that its
role as monopoly supplier also gives the CB the ability to control the full spectrum
of long-term risk-free rates and that the extent of market influence on the
determination of the shape of the yield curve is always, ultimately, under the
control of the CB.
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See McLeay, Radia and Thomas (2014a, 2014b)
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We come now to the crux of the question: from the perspective of MMT, mainstream theory
maintains the illusion that self-imposed constraints are actually part of operational reality. The
advocates of MMT would consider that such a view has profoundly detrimental consequences for
the conduct of policy. The mainstream perception of money underlies their approach; money is
treated as a true commodity, and the interest rate thus becomes the variable which coordinates
the actions of savers and borrowers; its mystical power to balance the two and generate
equilibrium is lauded. However, this ontological view of money is at odds with Polanyi’s contention
that money is a fictitious commodity. As Innes (1913) has told us, money is credit and always
credit. The quantity of money is an endogenous variable; demand for loans creates the supply of
loans (subject to ‘satisfactory’ creditworthiness being perceived by creditors).
There is no market for money in a neo-classical sense and the interest rate has no magical
powers, allowing it to generate equilibrium. The risk- free rate of any duration is always under the
control of the issuer (Mosler 2012). The rate of interest charged by banks is merely this risk-free
rate plus a risk premium. As discussed earlier, according to mainstream theory increased
government borrowing will raise the price of borrowing – the interest rate. However, this has not
happened. Take the cases of Japan, the UK and the US, where we have seen massive and
growing government deficits yet falling bond yields. Mainstream theory has produced some
unsatisfactory explanations-or ‘immunising stratagems’ 46 (see section 4.1).
The table below (adapted from OECD data) looks at long-term interest rates in the period just
before and after the GFC. Each nation included issues its own sovereign currency under floating
exchange rates. For mainstream economists, the significant increase in budget deficits, as a
percentage of GDP, might have been expected to result in raised interest rates. The data show
the opposite trend. In general, larger deficits are accompanied by falling rates. For heterodox
economists this comes as no surprise as they consider that the loanable funds model gives no
guide to what might be expected to result from the GFC and higher budget deficits. Instead,
‘In point of fact no conclusive disproof of a theory can ever be produced’ (Popper, 1965: 50). If we accept this view
(often restated and referred to as the Duhem-Quine thesis; “the view that any single hypothesis or theoretical
sentence is not conclusively refuted when predictions derived from it turn out to be false, that is, when it is
apparently incompatible with observation” [Blackwell Dictionary of Western Philosophy]) then ‘we need
methodological limits on the stratagems that may be adopted by scientists to safeguard their theories against
refutation. These methodological limits are not superficial adjuncts to Popper’s philosophy of science; they are
absolutely essential to it. It is not always appreciated that it is not falsifiability as such that distinguishes science from
nonscience in Popper, what does demarcate science from nonscience is falsifiability plus the methodological rules
that forbid what he first called “ad hoc auxiliary assumptions”, later “conventionalist stratagems” and finally
immunizing stratagems (Popper 1972: 15-16, 30)’ (Blaug 1992: 19).
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heterodox economists, in particular the advocates of MMT, would expect lower growth and higher
deficits tend to lower inflation expectations and consequently expectations of future short-term
interest rates will be revised down. Required yields on long-term government debt would be
expected to fall, as shown in the data.
Figure 5: Government deficits and long-term interest rates (floating exchange rates)
a. Government net lending/net borrowing as a percentage of GDP, surplus (+) or deficit (-) for
selected nations, 2006-11
b. Long-term interest rates (secondary market yields of long-term -usually 10 year- bonds,
annual percentage) for selected nations, 2006-11
Country

2006

2007

2008

2009

2010

2011

Australia; govt. deficit

2.1

2.1

0.5

-4.1

-4.8

-3.3

Australia; interest rate l. t.

5.59

5.99

5.82

5.04

5.37

4.88

Canada; govt. deficit

1.6

1.4

-0.4

-4.9

-5.6

-5.0

Canada; interest rate l. t.

4.21

4.27

3.61

3.23

3.24

2.78

Japan; govt. deficit

-1.6

-2.4

-2.2

-8.7

-7.8

-8.9

Japan; interest rate l.t.

1.74

1.67

1.47

1.33

1.15

1.10

United Kingdom; govt. deficit

-2.7

-2.8

-5.0

-11.0

-10.4

-9.4

United Kingdom; interest rate

4.50

5.01

4.59

3.65

3.62

3.14

United States; govt. deficit

-2.2

-2.9

-6.6

-11.6

-10.7

-10.0

United States; interest rate l.t.

4.79

4.63

3.67

3.26

3.21

2.79

l.t.

Source; OECD.Stat (8)
It seems that, deep down, bond dealers know the truth 47; that a nation issuing its own currency
can always control the long-term interest rate and- when circumstances dictate– it will ignore its
neoliberal mainstream dogma and do just that; QE being a case in point.

‘Selected representatives from banks …may talk tough from time to time – mouthing the mainstream mantras of
default risk, rising interest rates… – but when push comes to shove they line up for the next auction and wish they
could buy more government debt than is available’ (Mitchell, 2011c).
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The global financial crisis, apparently, has at least persuaded central banks to accept a few
heterodox ideas regarding endogenous money, in particular, models of banking based upon
finance through money creation (FMC) as opposed to intermediation of loanable funds (ILF)
(Jakab and Kumhof 2015) 48 . The article ‘Money Creation in the Modern Economy’ (Bank of
England Quarterly Bulletin 2014 Q1: 25-27) is notable in this regard. However, we are a very long
way from general central bank acceptance of the new ideas put forward by Post-Keynesians in
general and MMT, in particular, and even further away from having an impact on the hegemony
of mainstream DSGE models 49.
In principle, the ideas grounded in monetarism, now often described as neo-liberal, which support
the use of floating exchange rates should have allowed the introduction of approaches which
‘freed up’ fiscal and monetary policy, allowing governments to pursue public purpose. Clearly this
hasn’t happened. The legacy of fixed exchange rate regimes has remained firmly entrenched in
the socio-political layer. Tight budgeting, no longer required to protect the exchange rate, is
retained for entirely different, primarily ideologically reasons; the metaphysical idea that
governments are less efficient in using resources than the private sector. Deficit financing is still
out of fashion (Mitchell 2012) but no longer due to the influence of external constraints. The old
theory of interest rate determination – loanable funds – is also a useful hanger-on from the pastit underpins the idea that if the government borrows from a fixed pot of saving if will drive up
interest rates and ‘crowd out’ private sector investment.
Mainstream thinkers consider what was formerly essential to mitigate the effects of membership
of the gold standard or fixed exchange rate regimes as still being an essential part of operational
reality but, from an MMT viewpoint, this is patently not the case. Much of what was once ‘useful’
is now defunct and part of a large unnecessary baggage of self-imposed constraints which
prevent democratic government from making full use of their much-expanded policy space to
pursue public purpose. The political pull of the self-regulating market is still very strong, possibly
getting stronger as the political environment has moved to the right 50. The mainstream view is no
See McLeay, Radia and Thomas (2014a, 2014b).
Jakab and Kumhof (2015: 4) describe how the ‘financing through money creation (FMC) description of the role of
banks can be found in many publications of the world’s leading central banks. What has been much more challenging
is the incorporation of the FMC view’s insights into dynamic stochastic general equilibrium (DSGE) models that can
be used to study the role of banks in macroeconomic cycles. DSGE models are the workhorse of modern
macroeconomics, and are a key tool in macro-prudential policy analysis’.
50
Owen Jones (2015) suggests that the whole of political discourse has shifted to the right in the neoliberal era,
restricting the range of political feasibility regarding policy. This ‘range of discourse’ has been termed the ‘Overton
48
49
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longer valid for countries issuing their own non-convertible currencies and only has meaning for
those operating under fixed exchange rate regimes (Mitchell, 2009).

Window’. ‘Joseph Overton observed that in a given public policy area, such as education, only a relatively narrow
range of potential policies will be considered politically acceptable. This "window" of politically acceptable options
is primarily defined not by what politicians prefer, but rather by what they believe they can support and still win reelection. In general, then, the window shifts to include different policy options not when ideas change among
politicians, but when ideas change in the society that elects them’ (Mackinac Centre for Public Policy).
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3.5 The Nature of Self-imposed Constraints
The key issue to highlight here is the critical difference in the relationship between the core reality
and its accompanying political layer under the gold standard and under a fiat system. Under the
gold standard the political layer contained the results of the double movement (Polanyi, 1944) in
practice, as society protected itself by the development of a ‘protective belt’ which included a huge
array of reactions such as labour laws and trade unions to mitigate the effect of a self-regulating
market for labour. During the Bretton Woods system of fixed exchange rates after the Second
World War the position of labour relative to capital improved, however, neo-liberalism has wielded
huge influence and the effects on labour have been strong, many of the post-war gains have been
wiped out. Trade union power has waned and labour’s ability to protect itself has been reduced.
Nevertheless, the power of a self-regulating market continues to be impaired; albeit to a lesser
extent 51. Without this countermovement labour’s relative position vis-à-vis capitalist elites would
be even worse.
I argue that, under the new core monetary reality a new socio-political reality is possible which
throws off the shackles of the old. The government can now act as a currency issuer and pursue
public purpose. Functional finance could now be the order of the day. For most nations, issuing
their own fiat currency under floating exchange rates, the situation is different to the days of fixed
exchange rates. Since the gold window closed a different core reality exists – one which,
potentially at least, provides governments with significantly more scope to enact policies which
benefit society (Mosler 2012). However, the political layer, in the way it interacts with monetary
reality, has a detrimental effect on the power of democratic governments to pursue public
purpose. In the new monetary reality, from an MMT perspective, political arrangements that
sprang up under the old regimes are no longer necessary or beneficial. They can largely be
considered as self-imposed constraints on the system; in short, the political layer contains
elements which are out-of-date, ideologically biased and unnecessary. However, mainstream
economists have not grasped this situation – or perhaps they cannot allow themselves tobecause of the vice-like grip of their ethics and ‘traditional’ training has on them. This characteristic

After a strong growth trend from 1945, reaching a peak in 1979, trade union membership has exhibited a declining
trend throughout the neo-liberal period (1980 onwards), generating a commensurate reduction in potential union
power. However, unions still remain active and act as counter to the power of capital and the self-regulating market
(source: https://www.theguardian.com/news/datablog/2010/apr/30/union-membership-data).
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of orthodox economics underpins the political hegemony of neo-liberalism; governments operate
under different rules but still continue to act as if they were currency users.
In practice, the political layer includes several outdated blockages. Notable examples include the
imposition of debt ceilings, prohibition of direct sales of government debt to the central bank and
the need for government treasury departments to hold positive balances at their own central
banks. An understanding of MMT allows us to see these rules as self-imposed constraints. (Wray
2012; Mosler 2012). They are no longer required to mitigate the effects of the self-regulating
market, yet they are retained. For those who cannot recognise the new core reality and remain
embedded in the old one they remain essential or at least are stated as being so.
However, in extremis, governments will exercise their power as currency issuers. The situation
is complex as politicians publicly endorse the supposed critical importance of the self-imposed
constraints but then carry out policies designed to circumvent their impact - only, of course, when
it suits their political purposes. Their actions would never be described in those terms and the
impact of the voluntary constraints would never be sufficiently and consistently avoided so as to
allow public purpose to be pursued 52.
A case in point would be the so-called ‘debt ceiling’ in the USA. Under conditions of the gold
standard a debt ceiling may have had some operational meaning since an ever-increasing level
of untaxed spending would increase the risk of conversion into gold and a loss of reserves. Higher
and higher interest rates may, in principle, have been required to prevent a loss of gold. In a
modern context, with no convertibility, the need for a debt ceiling has gone. The level of net
spending by the government should be set at the level required to maintain full employment.
(Wray, 2014) Debt ceilings, however, have great appeal to ‘libertarian’ groups and therefore
remain firmly entrenched within the socio-political layer. They represent in essence, from the point
of view of MMT, a limit on the government’s willingness, not ability, to net spend.
A second example concerns the rule that central banks cannot buy government debt directly from
their treasury. Again, in principle such a rule may have had some archaic operational value but in

Although governments may endorse ‘unconventional’ policies when required (such as using QE to depress longterm risk-free yields), they will not acknowledge that the CB can always control risk-free rates across the spectrum,
instead they will publicly endorse the idea that long-term interest rates are a function of government deficits
(despite the clear lack of evidence to support this contention; see figure 6 above).
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the modern setting it is merely an unnecessary self-imposed constraint – based on a profound
misunderstanding of the true operation of the monetary system and ideological prejudice against
government deficit spending. The original idea behind the rule was to prevent ‘monetisation’ of
public debt. If the government borrowed from its own central bank it would raise the money supply
and according to mainstream views this would be inflationary. Therefore, debt would need to be
sold to private sector holders of currency. In this case, provided the central bank did not
‘accommodate’ the sale by increasing reserves the money supply would not rise and there would
be no inflationary consequences. However, ‘excessive’ sale of debt to the private sector was
frowned upon for different reasons. As mentioned above, given the existence of limited savings
to borrow, increased demand from the public sector would drive up interest rates and crowd out
private sector investment.
However, in the pre-GFC days, when the Fed managed the level of reserves in the banking
system in order to meet its federal funds rate target, monetisation was impossible in practice.
Once the Federal Reserve Board of Governors sets a fed funds rate, the Fed’s
portfolio of government securities changes only because of the transactions that
are required to support the fed funds rate. The Fed’s lack of control over the
quantity of reserves underscores the impossibility of debt monetization. The Fed
is unable to monetize the federal debt by purchasing government securities at will
because to do so would cause the funds rate to fall to zero. If the Fed purchased
securities directly from the Treasury and the Treasury then spent the money, its
expenditures would be excess reserves in the banking system. The Fed would be
forced to sell an equal amount of securities to support the fed funds target rate.
The Fed would only act as an intermediary. The Fed would be buying securities
from the Treasury and selling them to the public. No monetization would occur
(Mosler 2012: 26-27).
An understanding of MMT allows us to see the irrelevance of the rule can be illustrated by the
post-GFC use of QE. Given the insight that the government can only tax or borrow what it has
already spent or lent the true relationship between the government and the central bank becomes
apparent. The government must first spend or lend before the central bank can drain the reserves
it creates by the sale of bonds. So, the government always spends by creating new money, the
sale of bonds is a voluntary activity used to maintain the overnight interest rate.
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As we saw earlier, during the aftermath of the GFC the extensive use of QE caused a huge rise
in the level of reserves. This would have caused the overnight rate to fall to zero had not central
banks offered to pay a rate equal to their target rate on excess reserves. If monetarist ideas had
any traction economies should have seen an explosion of monetary growth and inflation. Neither
happened; the effect of QE is really the same as a direct sale of debt to the central bank. First the
government spends then the central bank sells debt to soak up reserves, QE just means buying
them back. I might suggest that, functionally, it is the same thing as selling the debt to the central
bank in the first place! To reiterate an earlier point, in any case, there is no operational need to
sell debt to either the private sector or the central bank, the Treasury can deficit spend and leave
the excess reserves in the system. If the central bank wishes to pursue a positive interest rate
policy it would merely offer a positive interest rate equal to its target rate on excess reserves held
in the banking system if deposited at the central bank. Alternatively, it could allow the rate to fall
to zero (ZIRP). For the advocates of MMT, under fixed exchange rates the ‘no direct sales of
government debt to the central bank’ rule may have had an operational purpose but this no longer
exists (Armstrong 2020).
Another self-imposed constraint is the requirement for Treasuries to hold a positive balance at
their own central bank before spending – for example, in the USA (Wray 2012: 105). In principle
such a rule means Treasuries are forbidden from running an overdraft at their own central banks
and is a reflection of mistrust of government and the consequent need to retain legal ‘checks and
balances’. However, such a rule runs contrary to the logic inherent in MMT, that government
spending or lending must precede taxation or state borrowing (colloquially, you can’t have a
‘reserve drain’ before a ‘reserve add’). In practice, meeting this requirement requires a particular
sequence of transactions involving the central bank and the Treasury. This is because in order to
obtain the necessary positive balance the Treasury must acquire non-government funds which it
had already created itself by its own deficit spending. These non-government funds will be (more
often than not) in the form of previously-issued securities, necessitating a repo transaction by the
central bank. In the case of the US, the Fed would carry out a repo, buying securities from the
relevant private sector financial institutions. This provides the necessary reserves for the private
sector to buy the new issue of debt which is required by the Treasury in order to replenish its
balance at the Fed. Once the government has acquired the positive net balance, it spends from
its Treasury account and the reserves become available to allow the reverse repo transaction to
occur. Once the sequence is complete the government has spent according to its budget and the
private sector now holds more government securities than previously (Wray 2012: 105-109).
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Thus, we have a self-imposed constraint par excellence, requiring financial legerdemain but in
practice having no operational significance.

66

3.6 MMT’s Challenge to Established Thinking and the Response of its Critics
I argue that the work of Davis (1971) is highly relevant to MMT. Davis points out that ‘[i]nteresting
theories deny certain assumptions of their audience, while non-interesting theories affirm certain
assumptions of their audience’ (Davis 1971: 1). He argues that ‘the defining characteristic of a
theory that some audience considers interesting is that it stands out in their attention in contrast
to the web of routinely taken-for-granted propositions that make up the theoretical structure of
their everyday lives’ (Davis 1971: 2). The great majority of economists, politicians and interested
members of the public conceptualise the government as a currency-user and implicitly assume
that the state faces a budget constraint (in the manner of a household). MMT challenges this
assumption and, as we have seen above, conceptualises the state as a currency-issuer which
faces no financial constraints in its own currency and instead faces only real constraints. In this
way, MMT captures the imagination and generates a level of interest in open-minded listeners
usually absent from other schools which merely confirm or elaborate upon the assumptions which
may already be established in minds of the audience.

Davis develops his arguments and

contends that it is not the accuracy of a theory that makes it significant or even ‘great’ but, rather,
the level of interest it generates.
It has long been thought that a theorist is considered great because his theories
are true, but this is false. A theorist is considered great, not because his theories
are true, but because they are interesting. Those who carefully and exhaustively
verify trivial theories are soon forgotten, whereas those who cursorily and
expediently verify interesting theories are long remembered. In fact, the truth of a
theory has very little to do with its impact, for a theory can continue to be found
interesting even though its truth is disputed — even refuted! (Davis 1971: 1).
I would argue that MMT challenges the way people think in a way which is absent in alternative
approaches and that it is this that gives MMT a significant advantage when competing for attention
(although this attention may be both positive and negative 53). Davis considers that the practical

Davis presses home his point by arguing that ‘All interesting theories, at least all interesting social theories, then,
attack the taken-for-granted worlds of their audiences. An audience will consider any particular proposition to be
worth saying only if it denies the truth of some part of their routinely held assumption-ground. If it does not
challenge but merely confirms one of their taken-for-granted beliefs, they will respond to it by rejecting its value
while affirming its truth. They will declare that the proposition need not be stated because it is already part of their
53
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implications of acceptance of a theoretical framework are also highly significant. This, again, is
especially relevant in the case of MMT. In common with most economists, the vast majority of
politicians conceptualise taxation as ‘paying for’ public spending and make a point of trying to
appear practical and frequently produce- or claim they have produced - ‘well-costed’ plans in the
manner of currency-using firms. An understanding of MMT highlights that such an appeal to the
need to be ‘practical’ is entirely misplaced. It is clear that taxes do not ‘pay for’ anything and
indeed a correct understanding of the nature of the process of government spending and taxation
leads to realisation that taxation cannot be a funding source for public spending. As we have
noted, it the access to real resources that determines - or limits - what the state is able to provide
for its citizens. By providing a compelling analysis of the operational reality of the monetary system
MMT is able to demonstrate that its insights are deeply meaningful and are able to contribute in
a significant way to the policy debate 54.
The taken-for-granted world includes not only this theoretical dimension but also
a practical dimension. A theory will be considered truly interesting only if it has
repercussions on both levels. On the latter level, an audience will find a theory to
be interesting only when it denies the significance of part of their present "on-going
practical activity" (Garfinkel, 1967) and insists that they should be engaged in
some new on-going practical activity instead. If this practical consequence of a
theory is not immediately apparent to its audience, they will respond to it by
rejecting its value until someone can concretely demonstrate its utility: "So what?"
"Who cares?" "Why bother?" "What good is it?"’ (Davis 1971: 2-3).

theoretical scheme: "Of course." "That's obvious." "Everybody knows that." "It goes without saying."’ (Davis 1971:
2).
54
I consider that the future ability of MMT to play a part in developing economic knowledge and influencing the
policy debate - independently or as part of a heterodox community or paradigm - will not only depend upon the
strength of its position within the economics academy and its relationship with other heterodox schools but also
upon how well it adapts to circumstances and is able to present its ideas in a such a way that leads to increasing
political support.
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Criticism of MMT comes from many sources, both outside and inside heterodox economics.
Mainstream economists who build models based upon closed system ontology, utilise
methodological individualism and accept the classical dichotomy operate in a paradigm which is
incommensurate with that of Post-Keynesianism in general and the advocates of MMT in
particular (Dow 2018). However, heterodox economists who adopt open system, realist ontology
might be expected to theorise within a paradigm which gives potential for effective communication
and agreement with the supporters of MMT, however, this has not always been the case in
practice. This is an important issue and I will return to it in chapter four.
As an illustration, we might note that even those broadly sympathetic to MMT are often ardent
critics of MMT’s use of a consolidated treasury and central bank in their models- denying its
validity (see Lavoie, 2011, for a ‘friendly critique’ and Palley, 2014, for a ‘less-than-friendly’ one).
For critics of MMT, the separation is part of core reality, capturing the true nature of the system,
making consolidation invalid. The implication is that, for critics of MMT, the separateness is
essential for the efficient functioning of the core monetary system or, at least, is so widely
considered to be so within the socio-economic environment that consolidation is a practical
impossibility.
However, for advocates of MMT, it is perfectly reasonable to consolidate the Treasury and the
central bank when analysing operational reality. Indeed, should a nation wish to consolidate its
central bank with its Treasury in public ownership with both institutions explicitly working together
to pursue public purpose it would have the ability to do so. More importantly, whether or not politics
dictates that the two are considered as one or two entities, in reality treasuries and central banks
must act in cooperation in the day-to-day operation of the monetary system if it is to function
effectively 55. Consolidation, far from impairing the functioning of the system would support its
function by removing unnecessary impediments to its effectiveness. Going further, it seems to me
that an openly accountable consolidated central bank and treasury, pursuing public purpose
would deliver the best results for the population and a monetary model based on this is effectively
provided by MMT. Central bank independence is a utopian project, and can never be fully
practically realised. It is also fundamentally undemocratic. 56 ‘In general, the central bank could

Fuller details of a consolidated approach to the Treasury and central bank is provided by Mitchell (2010c).
A consideration of the claims of the advocates of central bank independence and its effect upon democratic control
is provided by Bibow (2013).
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easily be absorbed within a consolidated treasury and bank department with full political
accountability being gained’ (Mitchell, 2015b).
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3.7 Conclusion
It is clear that the insights provided by MMT have not been absorbed either by mainstream
economists or the politicians they advise. We might stress that, from the perspective of MMT, the
hegemony of mainstream economic ideas has led to the retention of the voluntary out-dated
constraints, which are certainly considered as vital long-term elements of the system (although,
as stated above they are often nullified by policy–makers in the short-term for the purposes of
expediency).
I consider that it is analytically useful to explicitly separate the core or operational reality from the
socio-political layer when building theory. Such a separation allows us to distinguish those
features which are intrinsic to the operation of the monetary system and those which are merely
parts of a surrounding socio-political layer. We may consider the latter as externally or selfimposed constraints. As we have seen, should a nation decide to join the gold standard or a fixed
exchange rate system, external constraints, especially with regards to fiscal and monetary policy
decisions, follow and become embedded in the political layer; these constraints are essential
requirements that allow the system to function without unbearable strain being placed on the
economy. However, once no such external constraints exist, i.e. when a country issues its own
fiat currency under floating exchange rates much of what was once an essential element of the
socio-political layer- required to support the operation of bygone monetary system- now becomes
a matter of choice. The retention of former modes of behaviour which were once necessary now
becomes the voluntary acceptance of unnecessary constraints. They are not part of the true
operational reality and if a political decision was made to remove them, the core monetary reality
would still function in the same way.
I accept that such an analytical division between a core monetary system and a socio-political
layer may be unacceptable to many; other groups consider the ‘traditional’ view of taxation and
bond sales as part of the fabric of a ‘socio-economic reality’ and as indispensable to the way
capitalism operates in the real world. They consider them to be part of an unwritten social compact
in which taxation must be seen as ‘financing’ public spending (the tax-paying public accepts its
tax obligation because this money is ‘needed’ to pay for public services) and bond sales providing
interest rates are the reward to the rentier class. In this view, they are not ‘voluntary’ additions to
the system but an intrinsic part of its social reality (Ingham 2004a: 56). In this view removal of the
so-called ‘voluntary constraints’ may reduce the system’s ability to function efficiently or even
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destroy it completely. So, it seems rejection of the validity of the analytical division might be
expected to characterise the attitude of some heterodox economists as well as those operating in
the mainstream; so, apparently, even economists employing open-system, realist ontology may
find grounds for significant debate with the advocates of MMT. However, I am not suggesting this
is a bad thing; on the contrary, rigorous debate carried out in a spirit of cooperation can form the
basis for the effective development of knowledge in the discipline (Dow 2018).
In summary, we might contend that acceptance or rejection of the validity of MMT is based upon
differing views of the essential nature of a monetary economy. It seems that, from this perspective,
the debates between MMT economists and their critics (both ‘hostile’ and ‘friendly’) are essentially
ontological in nature and based upon different views of what really counts as ‘reality’ in a capitalist
system. In order to establish the nature of the criticism of MMT originating from within both
mainstream and heterodox economics, detailed research will be required (see chapter five).
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4. Developing an alternative paradigm
4.1 The Methodology of Economics: An Introduction
Faced with the choice between changing one's mind and proving that there is no
need to do so, almost everyone gets busy on the proof (Galbraith 1971: 50).
In the aftermath of the GFC a degree of uncertainty -or at least disquiet -characterised some
elements of the economics profession and the politicians who sought guidance from it.
Mainstream, New Consensus Macroeconomics 57 had failed to predict the crisis or even allow for
the possibility of such an event occurring. For optimistic heterodox economists the time seemed
right for the overthrow of the hegemonic paradigm 58 and its replacement with a superior
alternative; one which provided both better explanations of the operations of a monetary
production economy in general and deep insights leading to understanding of why the GFC might
have arisen. In addition, this new paradigm might well be expected to explain observations which
were at odds with the predictions of mainstream theory 59.
In this thesis I argue that the ‘mainstream’ should be considered to be the so-called New Consensus
Macroeconomics (NCM). ‘The NCM [New Consensus Macroeconomics] is now firmly established amongst both
academia and economic policy circles...it draws heavily on the so-called new Keynesian economics’ (Arestis 2009: 2,
parentheses added). It combines rational expectations, explicit micro-foundations and optimization behaviour with
other features such as the long-run vertical Phillips curve (Arestis 2009).
‘NCM is the macroeconomic mainstream as it dominates the research, is taught in most of the top universities,
receives funding from many important research foundations and has been recently awarded the Nobel Prize. The
new Keynesians, in turn, are the most recent dominant school of thought within the mainstream. As a consequence,
much of the research and the operational practice of central banks and governments is based on the principles
propagated by them, particularly since the 90s’ (Pedrosa and Farhi 2015).
I note the varied use of the term ‘mainstream’ in the economics literature and, in particular, I acknowledge the
importance of the neoclassical foundations of the mainstream and that mainstream economics is sometimes
described as ‘neoclassicism’. However, in this thesis, I consider the more specific term of New Consensus
Macroeconomics as being synonymous with the mainstream (Arestis (2009).
Most authors use the terms ‘orthodox economics’ and ‘mainstream economics’ interchangeably, a practice I follow
in this thesis (and consider that heterodox economics stands in opposition to both). However, some writers make a
distinction between ‘mainstream economics’ and ‘orthodox economics’ (see Appendix 5: R2 Interview 6, with Jamie
Morgan).
58
The paradigm concept came to prominence following the publishing of The Structure of Scientific Revolutions
(Kuhn, 1962). Its exact meaning has been the subject of extended discussion and, in a 1969 postscript, some
clarification emerged; it can be interpreted as a shared theory or set of theories and ’shared examples’ within what
Kuhn described as a ‘disciplinary matrix’ (Kuhn 2013: 175-90).
59
Mainstream economics is characterised by probability-based predictions, exemplified by the ‘fan charts’ published
by the Bank of England. From this standpoint no outcome is entirely ruled out. However, results with very low
probabilities of occurring were commonplace during the GFC; NCM was unable to provide an explanation for a wide
range of specific outcomes during the GFC (Skidelsky 2010: 30-46). One of the most striking contradictions to the
57
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However, from the perspective of heterodoxy this hope proved to be a false dawn; after a brief
period of apparent soul-searching, mainstream economists regained their confidence and the
paradigm seemed to regain its ascendency, albeit in a slightly modified form 60. Mainstream
economists emerged chastened but largely undeterred; their faith in the paradigm seemed
undisturbed and all too quickly the mantra seemed to be ‘business as usual’.

predictions of the New Keynesian or New Consensus view was the reductions in long-term interest rates (as opposed
to the increases predicted by NCM) which accompanied the significant increases in public sector deficits for nations
with their own sovereign currencies in the aftermath of the GFC.
60
Modifications included the enhancement of DSGE models, in particular the inclusion of more sophisticated banking
and financial sectors and the capacity to model financial crises (Benes, Kumhof, Laxton 2014).
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4.2 The Methodology of Orthodox Economics
We might first view the practice of economics through a ‘Kuhnian lens’ (Dow 2018). Kuhn 61
considered the forces at work in the behaviour of scientific communities and rejected the notion
that science progresses in an essentially cumulative process, as noted by Hands (2001).
What Kuhn found, rather than rather a process of incremental development where
scientific knowledge grew slowly through the steady accumulation of empirical
evidence and inductive generalization (or corroboration of potentially falsifiable
conjectures), was that actual development…had occurred through a series of
substantive revolutionary transformations, where the old accepted scientific theory
was totally abandoned and replaced by an entirely different framework or
“paradigm” (Hands 2001: 101).
Kuhn contended that most scientific activity was puzzle-solving within a given paradigm (which
he called ‘normal science’ 62). Fundamental questions would need to be answered in order to
construct the paradigm and this, in turn, would act as a precursor to the research process.
Effective research scarcely begins before a scientific community thinks it has
acquired firm answers to questions like the following: What are the fundamental
entities of which the universe is composed? How do these interact with each other
and with the senses? What questions may legitimately be asked about such
entities and what techniques employed in seeking solutions? (Kuhn [1962] 2012:
4-5).
From the point of view of mainstream economics, the ‘fundamental entities’ are the individual,
expected utility-maximising agents, interacting with each other in a universal market form. Formal
deductivist reasoning is required, underpinned by ubiquitous mathematics. General equilibrium
analysis provides the foundational idea of balance between forces or influences and furnishes the
economist with a fundamental structure within which to frame questions and develop solutions.
Kuhn’s seminal work, The Structure of Scientific Revolutions was published in 1962 and has prompted the
production of an extensive literature aimed at exploring the relevance of his approach to economics (see, for
example, Dow 2018).
62
‘Normal science’ might be described as the everyday practice of scientists (theorizing, experimenting etc.) within
a settled paradigm or ‘disciplinary matrix’ (Kuhn, 1962).
61
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Kuhn notes that once these questions have been answered the results are absorbed into work of
the practitioners; directing their study.
At least in the mature sciences 63, answers (or full substitutes for answers) to
questions like these are firmly embedded in the educational initiation that prepares
and licenses the student for professional practice. Because that education is both
rigorous and rigid, these answers come to exert a deep hold on the scientific mind.
That they can do so does much to account both for the peculiar efficiency of the
normal research activity and for the direction in which it proceeds at any given time
(Kuhn [1962] 2012: 4-5).
In the case in economics, given the hegemony of New Consensus Macroeconomics, DSGE
(dynamic stochastic general equilibrium) models provide a universal structure for analysing
questions and providing solutions. They provide the means to resolve disagreements; in other
words, they are the foundation of ‘normal science’ in economics.
any interesting model must be a dynamic stochastic general equilibrium model.
From this perspective, there is no other game in town. Modern macroeconomic
models, often called DSGE models in macro share common additional features.
All of them make sure that they are consistent with the National Income and
Product Accounts. That is, things must add up. All of them lay out clearly how
people make decisions. All of them are explicit about the constraints imposed by
nature, the structure of markets and available information on choices to
households, firms and the government. From this perspective DSGE land is a very
big tent. The only alternatives are models in which the modeller does not clearly
spell out how people make decisions. Why should we prefer obfuscation to clarity?
My description of the style of modern macroeconomics makes it clear that modern
macroeconomists use a common language to formulate their ideas and the style
allows for substantial disagreement on the substance of the ideas. A useful
aphorism in macroeconomics is: "If you have an interesting and coherent story to
tell, you can tell it in a DSGE model. If you cannot, your story is incoherent (Chari
2010: 2, emphasis added).
Kuhn is sceptical about regarding economics as a ‘mature science’ given the proliferation of paradigms which
characterise it.
63
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Once economists are established as practitioners within New Consensus Macroeconomics, they
become comfortable ‘talking the common language’ of the paradigm even if they are unaware of
all the rules of the game; the apparent coherence of the paradigm enables them to determine
research tasks, confident in the knowledge that their colleagues, operating within the same
tradition, even if they do not agree with the conclusions, will recognise the legitimacy of the
exercise, as ‘normal science’. Such a situation was recognised as general feature of normal
science by Kuhn,
That scientists do not usually ask or debate what makes a particular problem or
solution legitimate tempts us to suppose that, at least intuitively, they know the
answer. But it may only indicate that neither the question nor the answer is felt to
be relevant to their research. Paradigms may be prior to, more binding, and more
complete than any set of rules for research that could be unequivocally abstracted
from them (Kuhn 1962] 2012: 46).
‘Theory-ladenness’ 64 is critical; in other words, the question to be answered pre-supposes the
existence of the paradigm and the theories it contains. Discrepancies are commonplace and may
well generate discussions within the profession. Failure to resolve stubborn problems may well
frustrate scientists but they are quite likely to be patient and may well content themselves with
other aspects of normal science in the meantime (Kuhn [1962] 2012: 46). Unexpected empirical
results need not lead to paradigm overthrow, indeed, if an ‘anomaly’ or result inconsistent with
the expectations of theory were to be discovered it was usually seen as the fault of scientist or
the scientist’s facilities rather than the paradigm itself (Hands 2001: 101-2). Revolutions in science
are possible but they require a significant accumulation of contradictory empirical findings, often
requiring an extended period of time. Kuhn notes the significance of ‘crisis’; a period characterised
by the existence of just such a body of evidence contrary to the predictions of the established
theory. It is this crisis which might lead to the overthrow of the paradigm and its replacement with
an alternative. However, Kuhn notes that this is no simple process,
Let us then assume that crises are a necessary precondition for the emergence of
novel theories and ask next how scientists respond to their existence. Part of the

‘For Kuhn, scientists do not just “see,” they “see as, “and it is their shared conceptual framework, that determines
what is seen as what. The paradigm provides the lens, or interpretative framework, by which various aspects of the
world are observed…. there are no “out-of-theory experiences” [Kitcher 1993:133]’ (Hands 2013: 103).
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answer, as obvious as it is important, can be discovered by noting first what
scientists never do when confronted by even severe and prolonged anomalies.
Though they may begin to lose faith and then to consider alternatives, they do not
renounce the paradigm that has led them into crisis (Kuhn [1962] 2012: 77).
Kuhn is at pains to stress that simple falsification of a theory is not enough. A weight of evidence
might cause a paradigm to be relinquished but this only occurs when a superior alternative is
available and the body of support for new theory is great enough to counteract scientists’
inclinations to rely on ad hoc modifications to protect the status quo provided by the original
paradigm.
…once it has achieved the status of paradigm, a scientific theory is declared
invalid only if an alternate candidate is available to take its place. No process yet
disclosed by the historical study of scientific development at all resembles the
methodological stereotype of falsification by direct comparison with nature. That
remark does not mean that scientists do not reject scientific theories, or that
experience and experiment are not essential to the process in which they do so.
But it does mean…that the act of judgment that leads scientists to reject a
previously accepted theory is always based upon more than a comparison of that
theory with the world. The decision to reject one paradigm is always
simultaneously the decision to accept another, and the judgment leading to that
decision involves the comparison of both paradigms with nature and with each
other.
There is, in addition, a second reason for doubting that scientists reject paradigms
because confronted with anomalies or counter-instances... By themselves they
cannot and will not falsify that philosophical theory, for its defenders will do what
we have already seen scientists doing when confronted by anomaly. They will
devise numerous articulations and ad hoc modifications of their theory in order to
eliminate any apparent conflict (Kuhn [1962] 2012: 77-8, emphasis added).
The case of economics, in particular the apparent resilience of New Consensus Macroeconomics
in the aftermath of the crisis, provides an interesting case-study, illustrating this essentially
defensive ‘modification’ process in practice. ‘The subprime crisis allowed the serious flaws within
the NCM architecture models to become clearer and to be criticized…new Keynesians
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themselves recognized many flaws in their ideas, intensifying the search for answers to the new
questions.’ (Pedrosa and Farhi 2015, emphasis added). Pedrosa and Farhi (Institute of
Economics of the State University of Campinas, Brazil) note that that, despite the impact to their
prestige, NCM economists remain optimistic about the survival chances of their approach; for
them all that is needed is ad hoc modification to enrich their theory, which although challenging,
is well within their compass. New Keynesians maintain that, with a few necessary changes or
augmentations their models can be ‘fixed’ 65 (Pedrosa and Farhi 2015).
A key strength of the New Keynesian position from a Kuhnian standpoint, is the apparent lack of
realistic opposition. Their use of both rational expectations and representative agents combined
with their acknowledgement of market frictions gives them a significant advantage over alternative
or heterodox schools which reject this approach. The latter and are placed at a significant
disadvantage given the current structure of the economics academy and the political structure
that both supports it and is, in turn supported, by it. Provided New Keynesians are sufficiently
open to modifying their models, especially with regard to accepting the non-neutral nature of the
financial system, their position seems secure.
[I]t is clear that a change is occurring in mainstream macroeconomics.
Nonetheless, this new wave of change inside mainstream theory is not greatly
distant from the new Keynesians' old format. The inherited RBC [Real Business
Cycle]

methodology continues

to pervade most

papers

published on

macroeconomic theory and policy in the most prestigious journals, and the
conclusions have not been substantially changed, with the exception of the nonneutrality of the financial system. Leaving the methodology untouched is unlikely
to create revolutionary or more meaningful changes to the main conclusions
(Pedrosa and Farhi 2015, parentheses added).
Leading proponents of New Keynesianism have largely retained their status and remain eager to
support the idea that the consensus still exists despite the crisis. This gathering of their wagons
around NCM, whilst rejecting the claims of alternatives, is critical as a means to bolster the status
65

Post crisis augmentation to DSGE models includes a more sophisticated approach to the financial sector (Bene,
Kumhof and Laxton 2014) and acknowledging the importance of financial system non-neutrality, in turn providing
scope for the use of alternative monetary policy approaches and macro-prudential strategies designed to enhance
the stability and efficiency of the financial system as a whole (Pedrosa and Farhi 2015).
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of economics as a relatively mature science which has made and continues to make progress
even in the face of apparent adversity.
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4.3 Critical Realism and Economics.
Roy Bhaskar ([1975] 2008) commends the progress made by Kuhn, Lakatos 66 (1970) and others
in developing understanding of the community-based nature of the practice of science but he
notes that more is required; additional work with an explicit focus on ontology is essential, both to
provide deeper insights into science as a social activity and to act as a bulwark against positivism.
He goes on to suggest that the social activity of science presupposes this revised ontology.
(Bhaskar [1975] 2008: 9). Bhaskar then argues in favour of transcendental realism; an approach
based upon such a revised and explicit ontology. For Bhaskar, real structures and mechanisms
– which he describes as the objects of knowledge-exist independently of the events they cause.
Bhaskar also contends that, in turn, the occurrence of events is distinct from the empirical
experience of scientists themselves as they interpret the results of these events. ‘Mechanisms,
events and experiences thus constitute three overlapping domains of reality, viz. the domains of
the real, the actual and the empirical’ (Bhaskar [1975] 2008: 56, emphasis in the original).
Transcendental realism supports the contention that the social activity of science is necessary for
the production of knowledge of the structures and the mechanisms present in nature and this
natural order, although it is not dependent upon human cognizance, it necessarily finds its
expression it human apprehension.’ (Bhaskar [1975] 2008: 26) Bhaskar is critical of empirical
realism which relies upon an implicit ontology, since it is
based on the category of experience, as expressed in the concept of the empirical
world and mediated by the ideas of the actuality of the causal laws and the ubiquity
of constant conjunctions, ultimately resulting in the three strata of reality being
viewed as a unity and thus preventing the development of an effective means of
determining the specific circumstances when sense experience or empirical
66

Lakatos’s seminal text, The Methodology of Scientific Research Programmes (1970) provides an alternative
approach to Kuhn. He considers that it is not individual theories which are the most appropriate constituents of
science but rather the broader and richer concept of the ‘scientific research programme’ (SRP). Blaug summarizes
the nature of SRPs, following Lakatos, ‘“all scientific research programmes may be characterized by their ‘hard core’,
surrounded by a protective belt of auxiliary hypotheses which has to bear the brunt of the tests.” The hard core is
treated as irrefutable the “methodological decision of its protagonists” and it contains besides purely metaphysical
beliefs, a “positive heuristic”, and a “negative heuristic”, consisting in effect of a list of “do”s and “don’t”s. The
protective belt contains the flexible parts of an SRP, and it is here that the hard core is combined with auxiliary
assumptions to form the specific testable theories with which the SRP earns its scientific reputation’ (Blaug 1992:
34).
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observation might be regarded as worthy of scientific attention. Empirical realism
implies that the three domains of reality are collapsed into one. This prevents the
question of the conditions under which experience is in fact significant in science
from being posed; and the ways in which these three levels are brought into
harmony or phase with one another from being described (Bhaskar [1975] 2008:
57).
Bhaskar suggests that, for the three strata, there is no natural tendency towards harmony and it
is the work of the scientists- as a social activity 67 - to bring this situation about. Without an explicit
consideration of ontology, as is inherent in transcendental realism, both the critical distinction
between the intransitive domain (of the real and actual) and the transitive domain (of the empirical)
is lost and the essential social nature of science within this domain is not recognised (Bhaskar
[1975] 2008: 48). Within this transitive domain, empirical experience is the end product of a social
process and transcendental realism makes clear how the work of science- and challenging work
at that- is to develop an understanding of the real objects of knowledge, the real and relatively
enduring structures and mechanisms which give rise to real events.
They [real structures and mechanisms] are not unknowable, although knowledge
of them depends upon a rare blending of intellectual, practice-technical and
perceptual skills. They are not artificial constructs. But neither are they Platonic
forms. For they can become manifest to men in experience. Thus, we are not
imprisoned in caves, either of our own or of nature’s making. We are not doomed
to ignorance. But neither are we spontaneously free. This is the arduous task of
science: the production of the knowledge of those enduring and continually active
mechanisms of nature that produce the phenomena of our world (Bhaskar [1975]
2008: 47, parentheses added).
From the perspective of critical realism, the real economic structures, mechanisms and emergent
powers that constitute the real domain manifest themselves in economic ‘events’. Economists
then study these events or phenomena in the domain of the empirical in an attempt to develop
meaningful knowledge of these real structures and powers 68. For Lawson, arguably the
A critique of the various ways that economists actually engage in this process follows below.
Bhaskar (2015: 44-54) defends the applicability of CR, and its overlapping domains of reality, to the social
sciences –such as economics – as well as the natural sciences although he acknowledges their different
characteristics, ‘The human sciences, then, take intransitive objects like any other. But the categorical properties of
67
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preeminent advocate for critical realism (and latterly, more generally, realist social ontology 69) the
phenomena thus observed make take the form of partial regularities or demi-regularities which
require explanation by economists.
Over restricted regions of time-space certain mechanisms may come to dominate
others and/or shine through: non-spurious rough and ready, partial regularities
may be observed. Although the social world is open, dynamic and changing,
certain mechanisms may, over regions of time-space, be reproduced continuously
and come to be (occasionally) apparent in their effects at the level of actual
phenomena, giving rise to rough and ready generalities or partial regularities,
holding to such a degree that prima facie an explanation is called for.’ (Lawson
1997: 204, parentheses in the original).
Despite the open nature of social systems, for Lawson, the preponderance of these demiregularities or ‘demi-regs’ provides the basis for meaningful social science 70. In his later work,
Lawson (2003) goes on to stress the significance of contrastive demi-regs which he first
introduced in his earlier book. ‘In Economics and Reality I indicated my view that the types of
demi-reg that both abound are of some relevance to social scientific advance are very often those
which express surprising or significant contrastive patterns’ (Lawson 2003: 106). Lawson provides
examples (such as lower productivity growth in the UK than continental Europe within a specific
time frame) of contrastive demi-regs in Economics and Reality (1997) and then returns to them
to develop his argument in Reorienting Economics (2003).

such objects differ’ (Bhaskar 2015: 47). Richards (2018) first contends that Bhaskar (1975) develops his argument in
such a way that he ‘only requires that the object be invariant with respect to the transitive process of its
discovery’. Second, Richards argues that in Bhaskar’s (1978) later work ‘the conceptual space for intransitive
objects of scientific study that are in part constituted by the study of them’ and the ‘conceptual space for
regarding objects of social scientific study as intransitive even when they have been causally affected by social
science’ (Richards 2018: 3) is acknowledged. Furthermore, Richards notes that Bhaskar (1978) argues that ’in the
intransitive dimension, what is discovered exists independently of its discovery’ and ‘the independence of
existence from discovery, prepares the way for the further claim...that even if social science causally affected the
coming-into-being of its object of knowledge, then that object can still be ‘existentially’ intransitive” (Richards
2018: 5).
69
Lawson has distanced himself to an extent from the ‘critical realism label’ in his recent work (see Appendix 5, RD
2 interview 8)
70
Lawson (2003) develops the concept further in order to clarify misconceptions which had apparently arisen in his
first major book in Economics and Reality (1997).
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I noted that [in Economics and Reality] for a given period of time in recent history,
measured productivity growth is observed to have been significantly less in the UK
than in certain otherwise comparable industrial countries in the continent of
Europe. Of course, such a contrast is only surprising or significant if our theories
or current understandings lead us to conclude that the contrasted phenomena
stand a posteriori in a different relation than might reasonably have been
expected. Contrastive demi-regs, then may be surprising and so become the
object of study, not just because a contrast is involved but because the contrast in
some form makes a somewhat frequent appearance, because it is also a demireg with a significant presence over time (Lawson 2003:107, parentheses added).
Lawson stresses the idea that the ‘surprise element’ can be the trigger for study and the attempt
to postulate a mechanism that may provide an explanation for it. ‘In short, any patterning, any
standing out of phenomena which turns upon differences or unanticipated or surprising or
implausible relationships of some kind…can serve to alert us to the existence or way of acting of
some item previously unknown, unrecognised or perhaps known only implicitly, in some taken for
granted way’ (Lawson 1997:209). For Lawson, it is impossible to provide a complete and certain
causal explanation of any social event and that
we can only aim to identify one (set of) causal mechanism(s)…to this end the
obvious strategy is to seek out two (or more) situations where the outcomes might
have been expected to relate in some manner other than turns out to be the case
and to attempt to attempt to determine the reasons. Typically, this will involve
identifying at least one mechanism that operates, or does so in a particular fashion,
in (one set) of situation(s) only (Lawson 1997: 209, parentheses in the original).
By way of example we might again consider the data for government deficits (as a percentage of
GDP) and long-term interest rates in the period immediately preceding and following the GFC in
figure 5, above and compare this with data for euro-using nation (figure 6, below). As we have
seen, in general, based on this data, when nations issue their own sovereign currency and operate
under floating exchange rates, the expectation of NCM economists that expanding government
deficits as a percentage of GDP tend to cause increased long-term interest rates on government
debt is not borne out (Armstrong 2018).
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We might now consider the government deficit (as a percentage of GDP) and long-term interest
rate data for Eurozone member nations in figure 6 below:
Figure 6: Government deficits and long-term interest rates (Eurozone nations)
a. Government net lending/net borrowing as a percentage of GDP, surplus (+) or deficit (-) for
selected nations, 2006-11
b. Long-term interest rates (secondary market yields of long-term -usually 10 year- bonds,
annual percentage) for selected nations, 2006-11
Country

2006

2007

2008

2009

2010

2011

France ; govt. deficit

-2.34

-2.54

-3.18

-7.16

-6.79

-5.10

France ; interest rate l. t.

3.80

4.30

3.98

3.22

2.74

2.61

Germany ; govt. deficit

-1.72

0.19

-0.18

-3.32

-4.22

-0.96

Germany ; interest rate l. t.

3.76

4.22

3.98

3.22

2.74

2.61

Greece; govt. deficit

-5.95

-6.71

-10.18

-15.14

-11.20

-10.28

Greece; interest rate l.t.

4.07

4.50

4.80

5.17

9.07

15.75

Ireland; govt. deficit

2.81

0.27

-6.98

-13.78

-32.03

-12.73

Ireland; interest rate l.t.

3.79

4.33

4.55

5.23

5.99

9.58

Italy; govt. deficit

-3.59

-1.53

-2.69

-5.27

-4.25

-3.71

Italy; interest rate l.t.

4.05

4.49

4.68

4.31

4.04

5.42

Netherlands; govt. deficit

0.21

0.21

0.22

-5.43

-4.99

--4.29

Netherlands; interest rate l.t.

3.78

4.29

4.23

3.69

2.99

2.99

Portugal; govt. deficit

-4.33

-3.01

-3.77

-9.81

-11.71

-7.38

Portugal; interest rate l.t.

3.91

4.42

4.52

4.21

5.40

10.24

Spain; govt. deficit

2.20

1.92

-4.42

-10.96

-9.38

-9.61

Spain; interest rate l.t.

3.78

4.31

4.36

3.97

4.25

5.44

To a limited extent these data do provide support the general expectation of New Consensus
Macroeconomics; that higher government deficits lead to higher long-term interest rates.
However, this outcome is by no means universal. For France, Germany, Italy and the Netherlands
there was no apparent significant relationship between deficit size as a percentage of GDP and
long-term interest rates; in fact, if simple correlation coefficients are calculated for these four
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countries from 2006-11 the result is negative, i.e. an inverse relationship exists between higher
deficits and long-term interest rates 71.
However, for Greece, Ireland, Portugal and Spain, higher deficits seem to be accompanied by
higher long-term interest rates 72. Thus, there appears to be a relatively complex ‘contrast’ which
has become manifest; one which may constitute a ‘surprise’, for mainstream economists at least.
First, the expected relationship between elevated deficits and higher long-term interest has been
notably absent in countries with their own currencies operating under floating exchange rates,
and second, even within the Eurozone, the relationship is apparent only in some cases. However,
from the point of view of the advocates of MMT, this apparent contrast is explained by their
understanding of the different nature of the real underlying mechanisms at work in the monetary
systems for Eurozone member states and those with their own sovereign currency operating
under floating exchange rates 73.
Given that an understanding of MMT removes the supposed element of ‘surprise’, its advocates
are naturally inclined to posit the structures and mechanisms which explain this contrast.
However, attempts to do the same have been notably absent in the case of the NCM. Faced with
trying to explain the fact that, say, Japan has very low interest rates on government debt despite
its relatively high debt to GDP ratio compared to say, Greece, which has a much lower ratio, they
rely on an ad hoc explanation par excellence – that the assumed higher net savings desires of
the Japanese domestic private sector and their supposed willingness to lend at lower interest
rates than overseas investors provide the explanation. However, mainstream economists are also
keen to suggest that this situation may end ‘soon’- without specifying when 74. They continue with
Correlation coefficients for 2006-11 data for government deficits (as a percentage of GDP) and long-term interest
rates were as follows; France -0.74, Germany -0.65, Italy -0.2, Netherlands -0.8 (OECD data).
72
Correlation coefficients for 2006-11 data for government deficits (as a percentage of GDP) and long-term interest
rates were as follows; Greece 0.2, Ireland 0.44, Portugal 0.2, Spain 0.4 (OECD data).
73
As noted in section 3, MMT distinguishes clearly between countries with their own currencies and those nations,
for example, using the euro. Euro-using nations have ceded their money-issuing power to another entity, the
European Central Bank. Each nation’s government is forced to act as a ‘currency user’ (rather reminiscent of US
states). In this case taxes do fund spending, borrowing from private sector euro holders may be necessary to fund
spending, default is technically possible and, in the absence of ECB assistance, the need to sell debt on bond markets
may drive yields to very high levels. Thus, in the case of nations such as Ireland, Greece and Portugal, where default
risk seemed significantly heightened we might expect bond yields to rise. In contrast, in countries such as Germany,
The Netherland and France where default risk was perceived as being very low demand for bonds remained high. In
fact, given fears about the future value of private financial assets and expectations of relatively low short-term
interest rate policy settings by the ECB, bond yields for these nations actually fell despite significantly higher public
sector deficits as a percentage of GDP.
74
Mitchell (2017a, 2017b).
71
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the same contention that, ceteris paribus, a positive causal relationship exists between
heightened government deficits as a percentage of GDP and increased long-term interest rates
on government debt, using the cases of Eurozone countries (where nations must act as currency
users in the manner of US states and perceived heightened default risk would be expected to
raise bond yields, for example Greece and Portugal) to support their contention but either ignoring
data or producing ad hoc modifications (such as that used to ‘explain’ the apparent ‘anomaly’ of
Japan) when faced with the mass of contradictory data from currency-issuing nations outside the
Eurozone. MMT provides a more accurate explanation, based on their understanding of the
contrasting mechanisms that apply in euro-using nations and those with their own sovereign, nonconvertible currencies under floating exchange rates (Armstrong 2018).
This situation is an illustration of a point made by Lawson; that the inclinations of the researchers
and the traditions within which they work underpin both the choice of contrast to focus upon and
the explanatory mechanism used to explain it. ‘explanatory projects are inherently dependent on
the interests of those involved…the interests of the investigator influence not only the choice of
phenomenon to be explained, but also, by selecting the contrast, the particular explanatory
mechanism to be researched’ (Lawson 1997: 209, parentheses in the original). Lawson is
damning in his assessment of the achievements –or lack of them- that have resulted from the
work of the economics profession; ‘in the end it cannot be denied that, for the last fifty years or so
especially, it is difficult to identify any obvious successes (explanatorily powerful, revelatory,
hypotheses) of mainstream academic economics, let alone find results that can be held up to the
achievements of the sciences of nature’ (Lawson 1997: 225).
However, he is careful to suggest that the fundamental reason for this failure lies in the
methodology employed by the economics academy rather than substantive theory itself. It is its
focus on the universal use of mathematical formalism to the exclusion of other approachesdespite the possibility that such methods way well be unsuited to the study of the nature of the
subject matter-that is at the root of the criticism from critical realists.
The essence of contemporary mainstream economics does not lie at the level of
substantive theory as most of its critics suggest, but at the level of methodology.
Specifically, the most fundamental feature is a generalised insistence on the
deductivist mode of explanation, including an unsustainable commitment to the
‘whenever this then that’ structure of ‘laws’. And it is in this very essence that the
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perpetual disarray of the subject 75 is rooted. For while the generalised usefulness
of deductivism is dependent upon a ubiquity of closed systems, the social world,
the object of social study is fundamentally open and seemingly insusceptible to
scientifically interesting closures, or at least to closures of the degree of strictness
that contemporary methods of economics require (Lawson 1997: 282).
Lawson sums up the situation in his later book, ‘modern economics is largely characterised by a
mismatch between its methods of analysis and the nature of the material it seeks to illuminate’
(Lawson, 2003: xviii). Lawson’s advocacy of a wider use of ‘realist social theorising’, where theory
is developed with a method which makes explicit use of ontology and is strongly opposed to ‘a
priori dogma’ (Lawson, 2003: xx) has gained support from heterodox economists, notably
Smithin 76 (2010).
Smithin (2010) considers that the nature of the ontology underpinning economic theorising is
critical. He contends that ontology should provide the essential foundation of theory. He refers to
Lawson’s work (Lawson 2003) in social philosophy and considers that ‘questions of social
ontology must come first. That is to say, the first step should be to come with some conclusion on
the way the world actually is or has its being’ (Smithin 2010: 38).
For Smithin, the relevant epistemology should follow from the ontology and ethics would be based
on a subjective choice between the available options which are actually present in the social
reality. The critical realist ontology contends that social structure and institutions are both real and
significant. They provide both the environment and preconditions for human actions within a
society and are themselves dependent upon human behaviour. Critically, over time, their nature
changes and individual and collective action will result in their transformation (Smithin 2010: 44).
From the perspective of critical realism, economic theory should be based upon this ontology but,
in practice, it is ethics that usually underlay the development of economic theory. However,
Smithin notes how the desire to build on an individualist ethical position as an axiomatic starting
point 77- irrespective of its relationship to the actual social structures and behaviours present in
In personal communication in 2017, Lawson notes the lack of apparent progress made in reorienting economics
in way consistent with critical realism since 1997, however, he considers that more economists are now prepared to
discuss methodology which is, at least, heartening.
76
John Smithin is a leading author on methodology and the philosophy of money.
77
Rizvi (2013: 57) focuses on the microfoundations of macroeconomics and critically examines the mainstream
insistence that macroeconomics must be based upon microfoundations and considers how such a requirement has
formed the basis for orthodox theorizing. He then discusses the arguments for considering macroeconomies as
entities in and of themselves, taking examples of the existence of such irreducibility from the natural sciences. He
suggests a pluralist way forward, recognising that worthwhile economic analysis is possible when economists
75
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reality- has the practical effect of rendering ontology superfluous and theory inapplicable to the
real world.
Like Lawson, Smithin highlights the importance of the deeply-held political views of economists
to their mode of theorising and that the idea of taking an ethical stance based upon individualism
as a starting point for analysis has great appeal, especially for those who consider social classes
as an illegitimate starting point for analysis, having no independent existence apart from their
constituent parts and those with a deep commitment to a pure deductive method. He recognises
how a commitment to individualism in theorising reflects a fear of collectivism in any form. Even
thinking, let alone theorising, in terms of classes might be thought of as the thin end of the wedge
and the beginnings of a route to the loss of individual liberty.
Smithin notes that an ontology which is merely a reflection of individualist ethics would underpin
a particular body of abstract theory which fails to capture the nature of the complex
interrelationships within social reality. In contrast, an attempt to base theory on a ‘realistic’
ontology would need to assign key roles to extant to important institutions – such as, say, the
government and the central bank -and recognise how the nature of such social institutions and
their relationships is not fixed but changes over time.
Lawson both sounds a positive note and provides a call to arms in this regard, suggesting that if
economists reject deductivism and instead embrace realism then economics can yet become a
productive science in common with any other scientific discipline.
The optimistic message, however, is that if the choice is made in favour of reality
rather than deductivism, economics properly conceived emerges as a real
possibility. For the social world has been found not only to be open but also
structured, consisting in definite and identifiable social structures, powers,
mechanisms and tendencies that are responsible for the actual course of social
events and states of affairs. In accepting the challenge of seeking to illuminate
them, economics can yet be a science in the sense of any other science (Lawson
1997: 283).

recognise that macroeconomic phenomena are ‘irreducibly distinct’. Such an approach is consistent with the
ontology of Post-Keynesianism and MMT.
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Although critical realism itself provides an ‘under-labouring’ 78 of theory rather than generating
specific substantive theory, I would argue that MMT’s approach, postulating real social
mechanisms that might result in observed events and accepting the social nature of the study of
these phenomena is entirely consistent with the ‘ontological turn’ 79 suggested by Lawson in his
advocacy of critical realism. Specifically, MMT contains an explicit recognition of how institutional
change impacts on the real mechanisms present in an economy. For example, MMT stresses that
the social structures and institutions extant under the gold standard – those necessary for its
survival 80 - determined the actual behaviour of the authorities of observed by economists as policy
outcomes or ‘events’. MMT highlights the contrast between these gold standard institutions and
the nature of contemporary institutions and mechanisms at work in monetary systems when a
nation issues its own non-convertible currency where state and central bank must work hand-inhand on a daily basis.
Lawson rejects the preoccupation of mainstream economics (and indeed science in general) with
prediction, instead contending that role of economists (and all scientists) should be to provide
satisfying explanation, which requires the discernment of the structures and mechanisms that
result in the observed phenomena. Lawson is also optimistic that, once an understanding is thus
established, clear policy advice is likely to be the result.
If event prediction is usually infeasible it is in any case not required for a successful
science of economics. For it can now be accepted that the primary aim of science
is not the illumination or prediction of events at all but the identification and
comprehension of the structures, powers, mechanisms and tendencies which
produce or facilitate them. And this understanding is all that is required for policy
analysis and (where feasible) policy action (Lawson 1997: 288).

‘Under-labouring (sometimes written as ‘underlabouring’) means doing the ground work for science rather than
doing science. For example, making the case that using mathematical modelling methods to analyse social
phenomena is like using a hammer to cut the grass or clean the window – i.e. pointing out that and how
mathematical modelling methods are irrelevant. So through so under-labouring for the discipline we find that
currently 99% of economics as practiced is a waste of resources, but after that it’s down to individual scientisteconomists to look at the nature of their task/object/context/project and design/select a method appropriate to its
nature’. (Lawson, personal correspondence 2020)
Lawson, [C.], Peacock and Pratten (1996) note that in functioning as an under-labourer, critical realism has
facilitated the development of richer explanations in economics.
79
See Dunn (2009).
80
See section 3 (Mosler 2012: 36-40).
78
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Furthermore, Lawson then notes that once structures and mechanisms are identified and
comprehended policies to redesign or replace them become possible, in turn leading to the
potential improvement of the living standards of the population. ‘From this perspective it follows
that policies and strategies can be formulated with the objective not merely ameliorating events
but also of replacing structures that are unwanted by others that are needed and empowering, of
facilitating a greater or more desirable or equitably distributed range of human opportunities’
(Lawson 1997: 289).
From an MMT perspective, social realities fundamentally changed in 1971 (when Nixon closed
the gold window) and new structures, mechanisms and rules now apply for nations with their own
sovereign currencies operating under floating exchange rates. An appreciation of the state’s role
as a currency-issuing social institution informs MMT, enabling it to be used to assess policy
outcomes within a substantive theory framework which recognises a government possesses the
power to ensure a nation lives up to its means i.e. it can exploit its monopoly power of the
monetary system to enable all resources to be fully employed; an example of how an
understanding of the real domain can inform the policy debate and potentially lead to enhanced
living standards should policies based on the insights thus developed are put into practice.
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4.4 The Application of Critical Realism to the Economics Profession
In addition to the provision of a compelling method for advancing understanding of the real
structures and causal mechanisms present in the economy and utilizing an explicit social ontology
to explain the deep-seated causes of economic phenomena, I might suggest that critical realism
might just as readily be applied to developing an understanding of the underlying nature of the
economics profession. Critical realists might suggest that the structures and institutions,
relationships and attitudes within the profession are real and manifest themselves in events,
notably, how the profession responds to crises. In periods of ‘moderation’ where, in general, the
predictions and expectations of NCM match reality the real structures and attitudes of the
economics profession will remain ‘hidden’ and nothing of great interest would be apparent to study
in the empirical domain. In other words, the psychological attitudes and sociological structure of
the economics would remain out of sight (or ‘out of phase’); perhaps they might be assumed to
be what the profession say they are. However, in a crisis, especially when the predictions of NCM
are not in accord with reality, the researcher can observe the behaviour of economists and
retroduce from this point 81. In other words, the behaviour of the profession would suggest the
question -what must the real structure and attitudes of the profession be like in order to generate
such responses to crisis? (Armstrong 2018)
A contrastive ‘demi-reg’ was apparent in the aftermath of the GFC. The profession claimed to be
essentially positivist in approach. They have described their own practice as consisting of
developing theory on the basis of a priori assumptions about human behaviour. According to the
received view this theory, in turn, allows the profession to develop models which are essentially
machines for generating empirically testable predictions. According to their own description of
their method, these predictions are potentially falsifiable. However, examination of the reality of
mainstream responses to apparent contradictory evidence suggests that they do not practice what
they preach. Despite extensive empirical contradictions of their predictions, the profession has,
to all intents and purposes, rejected the idea of falsification. Instead they have resorted to ad hoc
modification and the widespread use of ‘immunizing stratagems’. From a Popperian standpoint
the economics profession has been guilty of ‘bad science’. Such bad science might be considered
Bhaskar (2015: 48) argues that, ’It might be conjectured that in periods of transition or crisis generative
structures, previously opaque, become more visible to agents. And that this, though it never quite yields the
epistemic possibilities of a closure (even when agents are self-consciously seeking to transform the social
conditions of their existence), does provide a partial analogue to the role played by experimentation in natural
science’ (parentheses in the original, emphasis added).
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as being typified by using the ceteris paribus clause as a ‘get- out’ clause without any convincing
description of the counteracting mechanisms which might explain actual outcomes.
However, the behaviour of the profession certainly lends support to a Kuhnian view of science.
As we have seen, Kuhn describes how a significant level of collective resistance to apparent
contradiction is only to be expected. The question becomes ‘does our understanding of the real
structures and mechanisms of the economy provide a rational basis for mainstream tenacity in
the face of contradictions?’ If we are to accept the arguments put forward by critical realists the
answer to this question would clearly be no. Instead, our understanding suggests that this attitude
is unjustified and there is little or no rational basis for the retention of the New Consensus
Macroeconomics ‘paradigm’. We might reasonably contend that its continued hegemony is based
upon ‘Groupthink’ or even ‘mob psychology’- the suggestion of the existence of which generated
such disdain from Lakatos 82.
We might reasonably ask why this situation persists. A clue to one aspect of a possible
explanation might lie in the fact mainstream economics profession places such emphasis on
consensus and, as we have noted earlier, believes in a ‘monoculture’ (of deductivist methodology,
methodological individualism and the use of formal mathematical modelling). In such an
environment, alternatives are unlikely to get a fair hearing. This issue is important if we agree with
the view expressed by both Kuhn and Lakatos; namely, that scientific progress occurs when one
theory or group of theories (such as a Lakatosian Scientific Research Programme) are replaced
by a competitor, for this to have a good chance of happening, alternatives would have to be at
least considered as feasible replacements and the possibility of such an eventuality occurring
taken seriously. In any profession the existence of these circumstances requires the support of
academic freedom. By this, I mean that although one ‘paradigm’ may be dominant, other
82

Lakatos was critical of what he saw as Kuhn’s admission that paradigm overthrow is essentially irrational, ‘in
Kuhn's view scientific revolution is irrational, a matter for mob psychology’ (Lakatos 1970: 90-91). Lakatos’s
accusation was clearly pejorative but it resonates in practice with a concept used by Mitchell (2015). Mitchell
notes that, ‘In 1972, social psychologist Irving Janis identified group behaviour he termed “Groupthink”, which
is a:… mode of thinking people engage in when they are deeply involved in a cohesive in-group, when the
members striving for unanimity override their motivation to realistically appraise alternative courses of action
[Janis, 1982: 9]. It “requires each member to avoid raising controversial issues” [Janis, 1982: 12]. Groupthink
drives a sort of ‘mob-rule’ that maintains discipline within the group or community of decision-makers. These
communities develop a dominant culture, which provides its members, with a sense of belonging and joint
purpose but also renders them oblivious and hostile to new and superior ways of thinking’. For Mitchell,
‘Groupthink’ characterizes the behavior of both NCM and neoliberal organisations such as the IMF. Thus
‘rational’ drivers towards paradigm change in economics are stifled.
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approaches are at least allowed to co-exist and its advocates have fair access to influential
positions and have their work published in prestigious journals.
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4.5 Academic Freedom
It seems to me that they in proof of any assertion rely simply on the weight of
authority, without adducing any argument in support of it, act very absurdly. I, on
the contrary, wish to be allowed freely to question and freely to answer you without
any sort of adulation, as well becomes those who are in search of the truth.’
Vincenzio Galilei, father of Galileo Galilei, in Dialogue of Ancient and Modern
Music (published 1581, Florence); quoted in Sobel (2000: 17).
I would suggest that the acceptance of pluralism for its own sake is critical for without it, the
potential for future progress is restricted. However, it must be accepted that an inclusive attitude
to alternative paradigms or ‘disciplinary matrices’ is not without costs for mainstream incumbents.
For a discipline that aspires to be granted ‘maturity’ status in a Kuhnian sense- such as
economics- acceptance of the legitimacy of alternative world views can appear anathema. The
desire for a common methodology and even a hegemonic substantive theory can appear
attractive to any academy. It reinforces their status and position and condemns potential
opponents to the role of mere spectators and essentially powerless critics.
It may well be that such a desire to eliminate potential dissent is not readily apparent, i.e. the
advocates of orthodoxy do not actively criticise their potential opponents or even follow any
particular overt strategy specifically designed to prevent their ability to flourish. Rather, their
attitude is deep-seated, they effectively ignore the opposition, regarding them as unimportant or
even as practitioners in another field. In other words, they define their discipline as the activity
which they are undertaking giving them the ability to deny the validity of alternative visions. For
mainstream economists, economics is the study of resource allocation under conditions of
scarcity. It utilises a monist methodology based on a priori assumptions concerning the ontological
priority of individuals- in other words it employs methodological individualism- and develops its
substantive theory from this point. Its methods, as we have seen, are deductivist and formalist
par excellence. Anything else might possibly be interesting but isn’t real economics and needs to
find expression in places other than its premier journals and the lecture theatres and research
facilities of its most prestigious universities.
Such academic ostracism has the effect of making potential non-conformist or avante-garde
visions effectively invisible to mainstream academic practice; a point well noted by Bilgrami
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(2015) 83, ‘The dogmatism that interests me is found in submerged forms of academic exclusion
when we circle the wagons around our own frameworks for discussion so that alternative
frameworks for pursuing the truth simply will not even become visible on the horizon of our
research goals’ (Bilgrami 2015: 19).
Bilgrami makes us of an interesting ‘upstream/downstream’ metaphor; he contends that the openminded acceptance of the potential validity of an alternative framework at a point in time at least
allows for the possibility that such an approach may provide a realistic rival to orthodoxy at a later
date. An overwhelming desire to maintain and refine the status quo characterised by the rejection
of possible contenders reduces or even removes this potential threat. This the exclusion, for
Bilgrami, constitutes lack of academic freedom or even ‘academic unfreedom’;
alternative frameworks do not refute our conclusions directly with counterevidence
or counterarguments, so much as point to other, possibly deeper ways of looking
at

what we are studying…If they do contain counterarguments and

counterevidence to our own claims and convictions these will only surface further
‘downstream’ well after the frameworks are recognised as possibly fruitful forms
of investigation…It is this recognition ‘upstream’ that the dogmatist in us finds it so
hard to confer and it is in this failure that academic ‘unfreedom’ is located (Bilgrami
2015: 19, emphasis in the original).
Bilgrami considers that the source of the desire to restrict academic freedom is by no means easy
to establish, in fact, it may be that the practitioners themselves may be unaware that it is
happening and might actually consider themselves to be open-minded. There may be little or no
overt pressure from inside or outside a group of orthodox scientists. He believes that careful
research is required to establish its root cause; it is often the case that a
discipline discourages the development of frameworks outside of a set of
assumptions on which there is mainstream consensus-and the political influence
on the formation and maintenance of these exclusive assumptions, where it exists,
is very indirect indeed, so indirect that it would need a fair amount of diagnostic

Bilgrami writes extensively on the philosophy of mind and language and also on political philosophy and moral
psychology especially in relation to politics, political economy, history, and culture.
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work to reveal it, since the practitioners themselves are often quite innocent of the
influence (Bilgrami 2015: 19).
He refers specifically to economics in this context. ‘Now there may be no direct influence that
forces this refusal to question let alone give up one’s assumptions in a discipline such as
economics’ (Bilgrami 2015: 20).

As noted earlier, if we acknowledge that scientific progress

involves the replacement of one approach with another, the refusal to embrace even the
possibility of the future potential of alternatives must surely reduce the potential for paradigm
change. It is likely that if scientists who express a desire to work within a different framework are
effectively excluded from the core activities of the mainstream community it makes getting a fair
hearing all the problematic. Using Bilgrami’s metaphor, the rejection of framework ‘upstream’
means removing a potential source of evidence- which might contradict orthodoxy- ‘downstream.’
Of course, paradigm change is still possible but it is much more difficult; the academic status of
the dissenters is likely to be lower than their opponents and it would be likely that they would lack
equivalent access to the media required to get their message across and be severely hampered
in any debate. Essentially dissidents are still in the race but suffering a severe handicap, ultimately
increasing the likelihood that a poorly-performing theory or research programme (quite possibly
both in terms of explanation and prediction) is more likely to be able to insulate itself and enhance
its survival chances by ad hoc modification. Bilgrami is scathing in his view of economics in this
latter regard.
Bilgrami considers that economics is the ‘worst offender in inuring itself against alternative
frameworks of thought and analysis … I have never come across a discipline that combines as
much extraordinary sophistication and high-powered intellect and intelligence with as much
demonstrable falsehood’ (Bilgrami 2015: 20). Dow notes, following McCloskey, that economists
engage in two forms of discourse –official and unofficial. Economists must engage in the ‘monist’
official discourse in order to cement their position within the progression: they are officially
‘academically constrained’ by the requirement to base their official research and communication
on formal deductivism. However, they also engage in an unofficial discourse in order to enhance
their arguments.
Indeed, since a closed system of mathematics allows only for very limited
argument and application, mainstream economists can be observed to rely on a
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wide range of methods in what McCloskey (1983) 84 calls their ‘unofficial
discourse’. In practise they employ a pluralist methodology. But the ‘official
discourse’ of academic publication still requires that arguments conform to the
closed-system norm of mathematical deductivism. As we have seen, this
requirement of the official discourse is used to demarcate science from nonscience, an important element of the power relations which operate within the
discipline. Publication, funding, hiring and firing are increasingly built on metrics
with respect to the official discourse [Dow 2007]’ (Dow 2018: 31).
In an earlier article, Dow (2016) points out how mainstream economists may well be required to
use unofficial discourse to back up the official communication given that the latter – although
required by the academy- is likely to be insufficient for its purpose.
The evident need for this unofficial discourse demonstrates the inconclusive
nature of closed-system argumentation, consistent with an open-system ontology.
Even in articles apparently relying on formal, deductivist reasoning, other forms of
reasoning are shown to be used as rhetorical devices, designed to persuade as
to the meaning and credentials of the formal argument. It may be that awareness
of the range of methods actually employed informally by mainstream economists
has allowed to brush off accusations of closed-system thinking (Dow 2016: 108).
Dow notes how adopting pluralism would involve a recognition of this unofficial discourse; the
existence of which is not appreciated with orthodox economics let alone considered to be
significant aspect of methodology. ‘It is a major issue, which pluralism would address, that the
operation of this official discourse in parallel to the very different unofficial discourse is not widely
recognised within the mainstream, far less justified methodologically [Dow 2007]’ (Dow 2018: 19).

‘Economists have two attitudes towards discourse, the official and the unofficial, the explicit and the implicit. The
official rhetorical discourse, to which they subscribe in the abstract and in methodological ruminations, declares
them to be scientists in the modern mode. The credo of the Scientific Method, known mockingly among its many
critics as the Received View, is an amalgam of logical positivism, behaviourism, operationalism and the hypotheticodeductive model of science’ (McCloskey 1983: 484). However, McCloskey adds that there is a second-unofficialattitude towards discourse; ‘that adopted in actual scientific work in economics. It is different from the official
modernist rhetoric. What is alarming about the workaday rhetoric is not its content but that it is unexamined and
that official rhetoric pops up in mischievous ways’ (McCloskey 1983: 493).
84
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4.6 Towards a new paradigm in economics.
Dow notes that a crack in the armour of what Earle, Moran and Ward-Perkins term the
‘econocracy’ 85 did, apparently, appear following the GFC, perhaps providing an opening for
alternative approaches to the production of meaningful economic knowledge to gain a foothold.
(Dow 2018: 17). However, Chernomas and Hudson (2017) argue that it would be naïve to expect
the emergence of evidence which conflicts with the expectations of current theory to be enough
to result in the overthrow of a hegemonic paradigm; embedded political factors are at work to
support the current orthodoxy.
The story of how economic ideas evolve over time is not a simple one. It is not just
that superior ideas overtake more primitive ones. Nor is it a matter of real world
events providing the counter-evidence to force a reconstruction of the dominant
economic ideas of the day. Rather economic evolution has been the result of a
combination of forces. First, the discipline itself has perhaps unconsciously
created a conservative, free market bias with the particular assumptions and
methods that it has chosen to employ in its quest for rigour. Second, economic
ideas have evolved since the 1970s in a manner that supported neoliberal policies
that have restored business profits after their decline prior to the mid-1980s. Third,
it was no accident that economic theory developed in this way. The US business
community invested in organisations that created and disseminated research that
supported these neoliberal changes (Chernomas and Hudson 2017: 34).

Thus, even after the damaging impact of the GFC on the prestige of mainstream economics,
massive challenges still face dissidents. As we have noted, the hegemony of New Consensus
Macroeconomics has been accompanied by restricted academic freedom, the side-lining of
heterodox economics as a whole and the embedding of monist methodology. In contrast to
advocates of such an approach who suggest that it is ‘more scientific’ 86, Dow (2018) contends
that methodological pluralism 87 is more likely to the basis for developing meaningful knowledge.

Econocracy is defined as ‘a society in which improving the economy has become the main purpose of politics and
economic policymaking has become a technocratic process’ (Earle, Moran and Ward-Perkins 2016).
86
A view characteristic of the mainstream or NCM.
87
Dow defines methodological pluralism as the co-existence of several approaches.
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it is inevitable that different ideas will co-exist in economics, not just about theory,
but also as to what constitutes reliable knowledge, i.e. different theories of
understanding: different approaches understand the evidence of experience
differently, apply different types of logic to it and put different emphases on the
purpose of the exercise being prediction or explanation. If this is the case, then
the search for reliable knowledge inevitably entails plurality (Dow 2018: 14).
Dow (2018) notes how there two separate aspects of the argument in favour of pluralism,

Support for such a plurality – pluralism - arises from two main sources. One is that
it is helpful to have a variety of analyses to illuminate different aspects of a
complex, evolving reality, making economics at a disciplinary level more reliable.
The other is the need for economists to be able to recognise the limitations of their
chosen approach relative to alternatives, and to explain and defend that approach
in debate, making economics within each approach more reliable. As a corollary,
restriction of economics to one approach is a less reliable basis for knowledge of
the economy (Dow 2018: 14).
Thus, for Dow, the existence of methodological pluralism in economics is likely to enhance the
discipline’s potential to produce meaningful scientific knowledge. Importantly, within a more
‘pluralist’ academy we might reasonably expect heterodox economists to have more scope to
both generate and to argue in favour of their own alternative approach or approaches in opposition
to the mainstream or New Consensus Macroeconomics paradigm.
Dow (2018: 20) goes on to distinguish between three different forms of pluralism in addition to
methodological pluralism.

First, she considers pluralist methodology where different

methodologies are used simultaneously and economists construct theories based on varied
perspectives, each of which starts from a different position.
An alternative methodology drawing on Keynes’s human logic 88 is retroduction, by
which experience (using some methods for representing it) combined with
imagination yields ideas about possible causal relations which can then be

88

Dow (2012a),
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exposed to analysis and further evidence using a range of methods. Rather than
linear deduction, which is vulnerable to any problems with the axioms on which it
builds, this approach uses what I have referred to as a ‘Babylonian’ approach 89,
which builds theories on a range of arguments with different starting points (Dow
2018: 21).
Following Keynes, Dow notes that such pluralism provides the basis for strengthening the
credibility of a contention, specifically where orthodox deductivist reasoning fails to convince
(Dow 2018: 21). Dow goes on to consider how Downward and Mearman (2007) show how
different approaches can be combined in process of ‘triangulation‘; ‘mixed-methods
triangulation can be understood as the manifestation of retroduction, the logic of inference
espoused by critical realism. As such, it can provide the basis upon which different insights upon
the same phenomenon can be sensibly combined’ (Downward and Mearman 2007: 1).
Downward and Mearman note that the origin of the concept of triangulation lies in navigation
but ‘[i]n social research in its broadest sense, triangulation implies combining together more
than one set of insights in an investigation’ (Downward and Mearman 2007: 80). Dow points to
the multi-faceted nature of triangulation,
Triangulation can be applied at the level of data, whereby different types of
evidence can be drawn from official statistics, survey evidence etc. It can also
apply to investigators: different research teams drawing on different disciplines
and different skill sets. Similarly, considering a problem simultaneously from the
point of view of different theories enhances understanding. Finally there can be
triangulation in the sense of drawing on different versions of the same method, or
of drawing on different methods (e.g. qualitative and quantitative research) (Dow
2018: 21, parentheses in the original).

‘Babylonian thought…refers to social structure which is understood to be organic, itself an open system. It is thus
realist, and indeed holds much in common with the critical realist approach to economics…The Babylonian approach
suggests a basis for differentiation in the form of realist ontology adopted- whether an economist understands the
economic process in terms of production or exchange, class or the rational individual and so on…Similarly,
Babylonian thought provides a rationale for pluralism. It justifies both methodological pluralism…and pluralism of
method…If the real world is understood as organic, not governed by universal laws, then there is scope for a range
of methodologies. Further Babylonian thought specially supports the use of a range of different methods for
different methods for different reasoning’ (Dow 2012b).
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Next, Dow notes the importance of ontological pluralism (the existence different views of the
essential metaphysical nature of the subject matter) which forms the basis for methodological
pluralism.
Ontological plurality simply refers to an ontology whereby there is not unity in
nature - rather the real social world is multi-faceted, complex, evolving - and thus
open. If there is plurality at the ontological level, then it is hard (though not
impossible) to argue for methodological monism (only one approach). For
example, some heterodox economists maintain that there is ontological plurality
and argue from that that their approach alone is right and the mainstream
approach is wrong. Ontological plurality is a necessary but not sufficient condition
for methodological pluralism (Dow 2018 personal correspondence, parentheses
in the original).
Finally, Dow considers theoretical pluralism which involves promoting a range of theories, which,
in principle may be either compatible with a specific approach or not. The first of these is the only
sort of pluralism which is acceptable within New Consensus Macroeconomics i.e. a theory may
differ from the established one but as long as the new theory is based upon the same axioms as
that the theory it seeks to improve upon, or even replace, it has the opportunity of being accepted.
Lee (2010) refers to this category of economics theorising as ‘heretical’;
[h]eresy broadly understood, is partial intellectual deviation from a given body of
ideas and arguments…In contrast to heresy, blasphemy entails the total rejection
of a body of ideas and their replacement with ideas that are completely different…a
heretic is believer who holds some dissenting views; while the blasphemer is a
non-believer who explicitly, through reasoned arguments, wit and ridicule 90,
rejects the state religion and sacred doctrines and institutions (Lee 2010: 6-7).
Lee asserts that mainstream economists have generally accepted ‘heresy’ in the form of new
theories and models –provided those who are responsible for their introduction use the technical

Lee notes the significance of ‘wit and ridicule’ vis-a-vis reasoned argument, noting that (perhaps surprisingly) that
the latter can have more impact (and appear more dangerous than the status quo) than the former.
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apparatus 91 as they do- since heretical theories can usually be absorbed into the existing
approach. This process serves to enrich the approach and gave at least the appearance of
progress. 92
In contrast, Lee contends that mainstream economists have rejected their heterodox counterparts
as potential rivals who might, potentially at least, enhance the state of economic knowledge, often
contending that the latter are not even doing economics. Heterodox economists are viewed as
outliers- or ‘blasphemers’, their exclusion from influence is entirely justified since they have
nothing valuable to offer (Lee 2010: 6).
I would argue that, following Dow, an embracing of pluralism is likely to contribute the
development of reliable knowledge and therefore it should be a foundational element of an
alternative heterodox paradigm. However, before discussing the possible nature of such an
approach, three issues need to be addressed. First, what are the distinguishing features of
heterodox economics when viewed as a whole and as a number of distinct communities? Second,
to what extent and under what circumstances, if at all, can these separate groups be viewed as
compatible and thus collectively contribute to a viable potential alternative paradigm? Third, what
role might MMT play within such an alternative vision?
Mearman notes that heterodox merely means ‘not orthodox’, then suggests that ‘Dequech (20078) 93 offers a helpful analysis of existing definitions of heterodox and finds that it is difficult to arrive
at one which adequately describes the current heterodox community other than ‘not orthodox’.
(Mearman 2011: 2) However, Mearman considers there to be more to heterodox economics than
merely a criticism of orthodoxy and suggests that it offers specific insights which are absent from
mainstream economic discourse. ‘Both Marxism and Keynesianism, for example, contain
constructive programmes of economic theory (albeit in an interdisciplinary way), economic

Fine (2016: 11-20).
Dow (2018) notes how New Keynesianians have accepted challenges to the validity of the assumptions (‘rational,
fully informed choice by atomistic agents’) underlying the deductivist structure of their models and ‘this has become
a major research programme within New Keynesian economics which has gained widespread attention. Departures
from these assumptions are explored: behavioural biases, cognitive limitations, asymmetric information and otherregarding behaviour. However this approach has simply refined the assumptions, certainly in the direction of greater
realism, but still with rational economic man as the benchmark. Agents are still depicted as constrained optimisers,
but facing more complex constraints’ (Dow 2018: 17).
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Dequech (2007) provides a comprehensive analysis of the possible ways to define neo-classical, mainstream,
orthodox and heterodox economics from different perspectives, including sociological characterisation.
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method, logic, ontology, politics, ethics, etc. which differ from those espoused by the mainstream
economics…’ (Mearman 2011: 2-3, parentheses in the original).
Lee (2010) contends that the different groups that collectively form the heterodox community have
each produced meaningful and telling criticisms of mainstream economics. More than that, the
separate criticisms form complementary elements of an overall critique of the both the
methodology and technical apparatus of mainstream economics.
In particular, each of the heterodox approaches that are part of heterodox
economics has produced critiques of particular core propositions of neoclassical
economic theory, while each core proposition has been subject to more than one
heterodox critique; in addition, the multiple heterodox critiques of a single
proposition overlap in argumentation. Finally, because of the overlapping and
interweaving of the heterodox critiques, they provide a general critique and
dismissal of the core propositions that leads to rejection and denial of the truth and
values of mainstream theory, its laws, methodology and texts (Lee 2010: 7-8).
Lee then refers to O’Hara (2002) and specifies the groups or communities that might be
considered heterodox, O’Hara first highlights the particular focus and insights provided by
heterodox economists as a whole;
an emphasis on ethics, morals and justice situated in an institutional setting [and
as particular groups] ‘Institutionalists bring a pragmatic approach with a series of
concepts of change and normative theory of progress, along with a commitment
to policy. Marxists bring a set of theories of class and the economic surplus.
Feminists bring a holistic account of the ongoing relationship between gender,
class and ethnicity in a context of difference…post-Keynesians contribute through
an analysis of institutions set in real time, with an emphasis on effective demand,
uncertainty and a monetary theory of production linked closely with policy
recommendations (O’Hara 2002: 611, parentheses added).
Lee then contends that together these groups provide the core of the heterodox community’s
collective approach.
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Given the definition of heterodox economics as a science of the social provisioning
process and the structure of the explanation of the process combined with the
pluralistic and integrative proclivities of heterodox economists, there have
emerged a number of elements that have come to constitute the provisional and
methodological core of heterodox theory 94 (Lee 2009: 9).
When considering the second issue regarding the potential compatibility of heterodox schools
and their ability to fruitfully co-exist within one coherent paradigm or ‘disciplinary matrix’, a helpful
insight is provided by Mearman (2011). When attempting to assess the extent of commonality as
opposed to separateness within heterodox economics, Mearman considers two opposing views,
described as ‘lumpers’ and ‘splitters’. In this regard the motivation of those involved in describing
the nature of heterodoxy becomes critical. ‘Splitters’ approach heterodoxy with the aim of breaking
up a possible whole into parts in order to facilitate analysis. In contrast ‘lumpers’ look for shared
foundations in order to support their desire to discover a commonality which might lead to fruitful
work and enhance the chances of meaningful knowledge coming to light. (Mearman 2011: 25).
In his empirical work, Mearman finds evidence which supports both camps. He notes that the
empirical evidence here supports either urge: it suggests considerable
heterogeneity in that little structure can be found within the community of selfidentified heterodox economists. However, in other ways, there are reasons to
lump: there is a shared dislike of the mainstream; and concepts such as history
are almost universally held (Mearman 2011: 25-26).
The ‘lumpers versus splitters’ debate seems irresolvable in a definitive sense which points to the
need to consider the issue from a different perspective. It might be argued that some groups
have sufficient common ground to be considered in a collective sense at least for the purpose of
some forms of analysis. This is not to say, that differences do not exist, or even that they are
unimportant, only that sufficient commonality exists for heterodox groups to combine their
approaches and insights so as to yield fruitful results. Other groups may be considered as being

Lee (2009: 9) acknowledges the importance of the insights provided by various heterodox schools, pointed out
by O’Hara above, and goes further, arguing that heterodoxy as a whole should be seen as contributing more than
the sum of its parts (or contributory schools). He notes the existence of common ‘core methodological elements,
such as critical realism, non-equilibrium or historical modelling, and the gendering and emotionalizing agency, and
core theoretical elements, such as the socially embedded economy, circular production and cumulative change,
emerged from a synthesis of arguments that are associated only in part with particular heterodox approaches.’
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so different that working in close cooperation is neither feasible nor desirable and the sense of
‘otherness’ needs to be maintained.
I would argue that the essential ontology underpinning New Consensus Macroeconomics is such
that it could not and should not be synthesized with heterodoxy. In contrast, a desire to associate
and share ideas would seem reasonable in the case of heterodox groups which possess a
common ontological structure but aim to uncover different aspects of economic reality. It this is
case different heterodox schools might be considered as distinct but complementary elements
capable of operating within the same paradigm or ‘disciplinary matrix’.
Lee (2010: 9, 2012) argues that critical realism
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is associated with particular heterodox

approaches; ‘heterodox economists conclude that the economy works in terms of causal-historical
processes. Moreover, because they accept the ontological constraint implicit in this, a specific
form of realism, critical realism, is the ontological basis of heterodox economics’ (Lee 2012: 8,
emphasis in the original). Lee then advocates for the application of an approach based upon an
integration of critical realism and grounded theory (CR-GT). ‘To develop a critical realist
empirically grounded theory that analytically explains causally related, historically contingent
economic events, the critical realist heterodox economist needs to identify and delineate the
structures, causal mechanisms, and causal processes producing them. The guideline for creating
causally explanatory theories that is also consistent with realism, critical realism, and
epistemological relativism is the method of grounded theory’ (Lee 2012: 13) 96.
Having already discussed MMT’s complementarity with critical realism, we might consider PostKeynesianism (including Sraffianism), (old) Institutionalism, Marxism and the Austrian school.

In this thesis my aim is to develop an argument in favour of critical realism as an under-labourer for heterodox
economics (Lee 2012); it is not my intention to develop a critique of critical realism per se (Brown 2014) or, indeed,
to evaluate realist as opposed to idealist philosophy. I thus avoid the ‘irreducible complexity of the realism vs.
idealism opposition’ (Pihlström, 2003: 53).
96
Although abduction (or retroduction) is supported by critical realism, Lee points out that ‘is in fact weak on realism’
(Lee 2012: 13). He argues that GT provides a sounder basis for theory construction within the research practice of
critical realism. He notes that when using GT, researchers work inductively; after first becoming familiar with (but
not dogmatically holding on to) key theoretical, empirical, and historical information, they collect data generated by
economic ‘events.’ The properties of the data are isolated and the relationships between them identified. Thus, an
empirical ‘grounding’ is constructed enabling the researcher to develop ‘a theory in the form of a complex analytical
explanation based on the data's core concepts. The essential property of the theory is that it explains why and how
the sequence of economic events represented in the data took place’ (Lee 2012: 14). Lee explains his interpretation
of GT (2012: 14-25) and provides a detailed summary of the CR-GT approach (26-28).
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Pratten (2013) examines the relationship between Post-Keynesianism 97 and critical realism and
how they might be considered as mutually supportive projects. He stresses that when PostKeynesians fail to understand the foundational importance of social ontology they may become
too prone to suppose that the weakness of orthodox economics merely lies in their theories and
that the solution merely requires their replacement with alternative formal models. However, when
Post-Keynesians adopt an explicit ontological position the potential for fruitful complementarity is
more likely to be realised. Pratten also highlights how the advocates of critical realism regard
heterodox economists as sharing an ontological perspective, but concentrating on different
aspects of the nature of the economy. ‘The argument the proponents of critical realism advance
is that different heterodox traditions share a common ontological vision; where they differ is those
aspects of this ontology each chooses to emphasize 98’ (Pratten 2013: 172).
With respect to Post-Keynesianism, Lawson (1999) stresses that, ‘the more enduring and
seemingly widely accepted tenets of Post Keynesianism can be explained and rendered mutually
coherent by seeing the project as underpinned by the philosophical perspective recently
systematized as critical realism in economics’ (Lawson 1999: 3) 99. Critics of Post-Keynesianism

Some economists argue that Sraffians might be included as group within post-Keynesianism or, certainly, within
heterodoxy as whole. The relationship between Sraffa’s work and that of Keynes, the Post-Keynesians and Marxists
is somewhat controversial. Certainly, Sraffa shares an opposition to neoclassical marginalist theory with PostKeynesianism (see Mongiovi 2002; Kurz 2010: 75-76) and many Post-Keynesians (Harcourt and Kriesler, eds. 2013:
4-7; Arena and Blankenburg 2013) see Sraffa’s contributions as part of Post-Keynesianism but this view is not
universal (Bliss 2010). Notwithstanding such arguments, the place of Sraffians within a heterodox ‘paradigm’,
alongside Post-Keynesianism is not without precedent. Indeed Lavoie (1992) includes Post-Keynesians’ and Sraffians’
contributions to theory along with other heterodox groups’ work in a ‘post-classical’ paradigm which is based upon
‘realism, organicism, procedural rationality and production’ (Lavoie 1992:7). He states, ‘In my view, the post-classical
programme groups together an array of non-orthodox economic theories. Marxists, radicals, Institutionalists,
Structuralists, Evolutionalists, Socioeconomists, the French circuit and regulation schools and post-Keynesians…all
belong to the post-classical research programme. Although they may have substantially different opinions on various
topics, such as the theory of value or the relevance of long period analysis, I believe they hold the same metaphysical
beliefs prior to the hard-core of their respective theories’ (Lavoie 1992: 5-6).
98
I would argue that feminist economics is also compatible with other heterodox groups although it differs in
ontological emphasis from, say, institutionalism and post-Keynesianism; ‘it is precisely a common ontological vision
that unites the various heterodox schools such as feminism, old institutionalism, Marxism, and post-Keynesian
economics. According to proponents of critical realism, the differences between these various groups are
explained by each group emphasizing one aspect of this alternative ontology before all others. Thus institutional
economists, in their emphasis on applying the evolutionary method to institutional change, in effect focus on the
economy as a process; post-Keynesians in emphasizing the fact of fundamental uncertainty inhibiting predictive
successes are recognizing the openness of the social world; feminist economics in emphasizing our connectivity to
each other and to nature are recognizing the centrality of internal relations and so on’ (Pratten 2013: 167).
99
Dow also contends that the compatibility of Post-Keynesianism with critical realism is not the end of the story;
since it is a prescriptive methodology, critical realism provides direction for Post-Keynesianism ‘as a distinctive,
substantive economic program’ (Dow 1999: 26).
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argue that as a project it is incoherent and its various aspects are inconsistent 100. However,
Lawson counters this suggestion by arguing that critical realism can be used as a means to draw
the school’s various stands together and render them ‘intelligible’ as a unity‘. I claim this precisely
because most of, and perhaps all, the recurrent and widely accepted nominal manifestations of
Post Keynesianism are rendered intelligible, and I believe uniquely so, by the project of critical
realism’ (Lawson 1999: 6).
Lawson contrasts the economic mainstream’s adherence to ubiquitous formalism, taking the allpervasive existence of closed systems and event regularities as givens with Post-Keynesianism’s
acceptance of the prevalence of open-systems in the social world and non-universality of event
regularities 101. He argues that the
…mainstream insistence on the universal application of formalistic methods
presupposes, for its legitimacy, that the social world is everywhere closed, that
event regularities are ubiquitous. Thus, in consistently opposing the contemporary
mainstream project in economics, Post Keynesians are acknowledging (whether
or not explicitly) that the world is not everywhere closed, that event regularities are
not ubiquitous, that in general the world is open and subject only to localized
(usually experimental) closure. In short, the continuing essence of modem
mainstream economics is methodological, and in systematically opposing that
project across its previous substantive transformations, Post Keynesianism is
necessarily adopting a position that is overtly philosophical /methodological
(Lawson 1999: 7).
Lawson notes the ‘commitment by Post Keynesians to something like the open, structured, and
dynamic ontology such as elaborated and systematized within critical realism’ (Lawson 1999:7).
Lawson (2003) considers the compatibility of critical realism with (old) Institutionalism and argues
that the latter is ‘broadly ontological in its basic conception’ (Lawson 2003: 214). He

Dow (1999: 18).
This point is supported by Dow. ‘The important distinction for critical realism is between the closed-system
ontology of orthodox economics and the associated deductivist view of explanation on the one hand, and the opensystem ontology of nonorthodox economics and the associated abductivist view of explanation on the other’ (Dow
1998: 13).
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acknowledges that Institutionalists have not put an explicit emphasis on ontology and thus argues
that ‘there is a case for rendering the ontological presuppositions of the modern day Institutionalist
project more explicit and systematic’ (Lawson 2003: 214). However, despite this admission he
contends that ‘ontological considerations have, since Veblen, effectively driven many of the
institutionalist tradition’s insights and legitimate concerns’ (Lawson 2003: 214). Lawson also notes
the nature of Institutionalism as being ‘closely identified with the analysis of economic change and
development, and more particularly the study of material processes of cumulative causation
couched in terms of institutions, habits and the like’ and thus ‘it can be viewed as one in realist
social theorising, with a specific focus’ (Lawson 2003: 216). Overall, Lawson is supportive of the
idea that Institutionalism should be viewed as ‘consistent with the [critical] realist project’ (Lawson
2003: 217, parentheses added) but argues that the former is not reducible to the latter.
I might now turn my attention to the potential links between Marxism and critical realism. Hands
(2001: 122-23) notes that ‘Bhaskar comes out of the Marxist intellectual tradition, and he clearly
views transcendental realism as a solution to various problems within that tradition…’ Bhaskar’s
view receives significant support from Marxist scholars, for example, Joseph (1998: 87) argues
that: ‘One of the main beneﬁts that critical realism can offer Marxism is a clariﬁcation of its method
through its role as a philosophical under-labourer.’ 102 Mattick (1969) highlights the transcendental
nature of Marx’s analysis of capital. He points to the depth of reality pre-supposed in Marx’s
approach. He stresses that abstract reasoning is required to conceptualize the mechanisms which
lie beyond the empirically observable effects of competition.

However, support for critical realism as an under-labourer to Marxism is not universal; Brown (2014) considers
that the features of a capitalist system are analytically inseparable and can only understood holistically. He contends
that the ontology of critical realism which conceptualises social reality as built up of separable structures hinders
comprehension of capitalism. He argues in favour of the alternative approach of systematic abstraction (SA). Brown
(2014: 119) explains the nature of SA which he considers to be both a superior facilitator for the building of a systemwide theory and consistent with the approach of Marx and Hegel. ‘Systemic abstraction is central to…an
interpretation of Hegel and Marx….For systemic abstraction the starting point is not a particular demi-regularity , or
individual form or pattern, as is the case for critical realism. Rather the starting point for systemic abstraction is the
entire object realm to be studied, namely capitalism. Accordingly, the method of enquiry is not ‘retroduction’ or
hypothesis of a particular mechanism, as it is for critical realism. Instead the method of enquiry appropriates in detail
all relevant descriptions, analyses and theories for the domain of study’ (Brown 2014: 119). Brown focuses on the
importance of the commodity and value theory in Marx and argues that critical realism is unable to rationalise the
way in which Marxian value theory can be utilised so as to develop meaningful knowledge of the capitalist system
as a whole. ‘The commodity form of value …offers the theorist an initial orientation towards the system…If one does
not start with value, one cannot comprehend any regime of capital accumulation…Yet there is no notion in critical
realism of how a simple and abstract structure could be developed to help comprehend a complex system’ (Brown
2014: 122). Gunn (1989; 1991) argues against critical realism - in contrast to the supportive analysis of Lovering
(1990) and Archer et al (1998).
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Marx’s value model of capital development is a methodological device to “grasp
inner interconnections,” which cannot be observed in immediate reality. To have
a theory of capital development at all, the “force of abstraction”, has to transcend
the semblance of competition (Mattick 1969: 66).
In a recent work, Westra (2018) argues that critical realism, as exemplified in the work of Bhaskar,
provides a philosophical basis for the economics of Marx. He notes the congruency between
Marx’s method and the retroduction advocated by critical realism.
What Marx’s retroduction did posit is how under specific historical conditions, as
marketization increasingly subsumed the internal life of human communities, a
subset of human activity, the purposive activity of material production in capitalist
society, came to manifest unique ontological properties of a discrete generative
mechanism marking it off as an emergent strata of the social world. Marx calls this
causally efficacious, intransitive object capital (Westra 2018: 8, emphasis in the
original).
Marx notes that, in capitalism, this emergence of capital is rooted in and through commodity 103
exchange. Specifically, in this mode of production, capitalists accumulate capital in the form of
the money generated in production and realised in circulation when commodities are sold for a
profit. The real institutions, mechanisms and powers existing at the intransitive level inherent in
this capitalist mode of production would cause actual events, particularly capitalist accumulation,
which might then be observed by the practice of social science in the transitive dimension. Westra
concedes that, ‘Marx left us with few direct remarks on the role the ontology of capital plays in
theory construction.’ (Westra 2018: 9) However, Westra is able to identify the ‘commodity’ as the
starting point for Marx’s analysis of production under capitalism and that the ‘emergence of capital’
should be seen as the origin of a ‘generative mechanism’.
Marx commences with the commodity; not as it appears at various points in human
history: rather “the commodity as the universally necessary social form of the
product [that] can only emerge as the consequence of the capitalist mode of
103

Marx defines the commodity as ‘the universally necessary social form of the product [that] can only emerge as
the consequence of the capitalist mode of production’ (Marx [1867] 1977: 949, emphasis and parentheses added).
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production” (Marx [1867] 1977: 949)… Marx’s recognizing that the “purest”
operation of the scientific law founded on the emergence of capital as a causally
efficacious generative mechanism is necessarily captured in “level-abstracted
form” of a closed system of scientific practice (Westra 2018: 11).
Westra goes on to note that, ‘Marx’s “method of inquiry,” ….is his work in the transitive dimension
of science which led to his retroduction of capital as an emergent, ontological object in the social
world’; he thus argues that, ‘Marx proceeds from the “concrete” or manifest phenomena to the
“abstract” or hypothesized generative mechanism in Bhaskar’s terms’ (Westra 2018: 11).
Westra refers to both Collier (1998) and Elder-Vass (2010) and points out how critical realism
suggests that scientific laws apply in closed systems but also contribute to explaining events in
the open system of the world. However, he also notes that the layered structure of an open system
means multiple causal mechanisms may well be at work.
‘…. paraphrasing Collier, while scientific laws hold in closed systems their
scientific usefulness hinges upon contributions they make to explaining
happenings in the open system of the world. However, as critical realism also
emphasizes, given the deep “layered” or “laminated” structure of the world, actual
causation in open systems brings to bear “multi-level” emergent causal forces,
largely rendering causal explanation a “multi-determined” endeavor (Elder-Vass
2010: 50–53)’ (Westra 2018: 11).
Westra then describes how critical realism sets out fundamental criteria for science and, like
Bhaskar (1979) 104, regards social science as explanatory rather than predictive. ‘Marxian
economics remains a social science that explains or defines capital but is nonpredictive (Bhaskar
[1979] 1998: 45–46)’ (Westra 2018: 14). Westra is then able to define the purpose of Marxian
economics by directly referring to the concept of a generative mechanism fundamental to critical
realism, ‘for study of the capitalist historical era as an open system, it is precisely the question of
the causal determinacy of capital as a generative mechanism with regard to given events,
happenings or states of the world that concerns the project of Marxian political economy as a
whole’ (Westra 2018: 14, emphasis in the original).
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See also Lawson (1997: 43-65).
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The status of the Austrian school vis-à-vis heterodoxy is controversial. Lawson provides a
nuanced critique of the methodology of Menger (Lawson 1997; 113-127) and Hayek (Lawson
1997: 134-151). Lawson considers that Hayek’s ‘subjectivism’ has the potential to provide
valuable insights but he considers that ‘by maintaining in effect a flat atomistic ontology Hayek is
prevented from establishing the real significance of the subjectivist/hermeneuticist insights…’
(Lawson 1997: 151). Martin (2008) however, believes that common ground between Austrian
economics and critical realism exists; he notes that Austrians accept a ‘conception of social reality
as open, structured and intrinsically dynamic’ (Martin 2008: 518). However, he points to what he
terms the ‘Austrian paradox’. ‘Modern Austrian economics, while offering a critique of mainstream
economics that shares much in common with critical realism, adheres firmly to marginalist
principles and uses much of the same terminology. It accepts the centrality of rational action and
claims of universality abound in Austrian texts’ (Martin 2008: 520). Martin tabulates the Austrian
paradox and argues that Austrian analysis is ‘Universalist, Individualist, Marginalist, Rational
choice theoretic, Conjunctive but also…Institutional, Emergent, Intersubjective, Open, Processoriented, Admits error, Rule-following, Causal’ (Martin 2008: 522). I would tend to support
Lawson’s view and argue that the Austrian school’s commitment to methodological individualism
makes it hard to envisage Austrian school economists working effectively within a heterodox
paradigm along the other groups discussed.
I would argue that economists working within Post-Keynesianism, MMT, Institutionalism and
Marxism, provided they accept the need for an ‘ontological turn’, explicitly utilise a layered
ontology and embrace pluralism might successfully co-exist within one community studying
economics and, importantly, interact in such a way as to encourage progress by fostering the
advancement of knowledge of real economic mechanisms and structures. In addition, I would add
that the acceptance of pluralism in all its forms (in Dow’s schema) would enhance its potential to
produce meaningful knowledge. Such a community, using a range of substantive theories all of
which are ‘under-laboured’ by critical realism 105 would have sufficient common ground to engage
in wide-ranging and meaningful internal communication.
However, although Lawson argues that heterodox schools may be under-laboured by critical
realism and that such a foundation is able provide links between them he is at pains to note that
105

I would contend that such a community would not include Austrian economics. It is hard to support the idea that
an Austrian and a Marxist, for example, understand the nature of the economy in the same way (Dow 2004a).
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they can still be distinguished from each other at what Lawson refers to as an ‘intermediate level’
between the most abstract level of ‘social ontology’ and the most concrete level of providing
explanations of ‘highly specific phenomena’ (Lawson 1999: 9).
From this perspective those heterodox economists who see benefits in concentrating their work
within their own specific approach might be seen as those whose activity is emphasized by the
‘splitters’ (in Mearman’s terminology). They may be considered as having their own approach -or
even paradigm. They may focus intensely on a text (or group of texts) by a single author such
Marx or Keynes. Given science is a social activity, in their actual practice they will spend the
majority of their time engaging with economists of the same school. The internal communication
within such an approach might be expected to be extensive as the members of the group use the
same concepts, effectively ‘speaking the same language’.
Refinements of their own theories are effectively prioritized. The negative aspect to such a
structuring of heterodoxy is the increase in the number of approaches and the corresponding
increase in difficulty in general inter-paradigm communication. Dow, notes that as science is a
community-based activity, limiting the number of paradigms is a practical necessity. She notes
how the exchange of ideas between economists working within different paradigms is possible,
but it is likely to be far from perfect, since those working in one paradigm would require sufficient
knowledge of other approaches to debate effectively.

From this perspective, increasing the

number of paradigms will have consequences for the effectiveness of communication.
since science proceeds on the basis of scientific communities, there is in practice
a limit to the number of approaches which can be sustained. Individual scientists
must be able to persuade some of their fellows of the worth of their research (even
if only for publication and hiring purposes), and so need to be able to communicate
within one approach or another. The outcome is what I have termed ‘structured
pluralism’ (Dow 2004a), whereby any discipline operates within a fairly limited
range of paradigms, according to the number of communities which can be
supported. The alternative of complete relativism is, I would argue, not logistically
feasible. Pursuing knowledge is a social activity which requires successful (even
if imperfect) communication, which would be precluded by the infinite number of
paradigms of complete relativism (Dow 2018: 22, parentheses in the original).
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There are some economists who favour a deeper sense of heterodox unification, in a sense
contending for an ‘enlarged’ paradigm, stressing ontological similarities rather than ontological or,
often, substantive differences. For such economists, commensurability and communication
between heterodox groups are implicitly more highly valued and any reduction in the ‘doctrinal
purity’ of the social scientific research of any given heterodox school that may result is at least
implicitly accepted. In their day-to- day practice they might be expected to engage in a higher
proportion off inter-group debate than their colleagues in the former group 106.
At this point it is important to stress that the relationship between one heterodox group and
another can be complex and evolving. A case in point is the Marxist reaction to Keynes; and the
divisions between what might be termed Keynesian ‘sympathisers’ – ‘Kaleckian- Sraffian
Marxists’- and those who reject Keynesianism as simply another variant of bourgeois economics
with an excessive focus on effective demand. For the latter group-which Howard and King (1992)
term ‘anti-Keynesian Marxists’- Keynesians pay far too little attention to production and mistakenly
concentrate on exchange. Importantly, Keynesianism neglects value theory and was guilty of
failing to explicitly recognise the inherent exploitative nature of capitalism. The schism in Marxism
is still significant today. 107
It seems that the anti-Keynesian Marxists have their counterparts within Post-Keynesianism. I
might term this group as ‘anti-MMT Post-Keynesians’. Martin Watts (2016) provides a detailed
study of the nature of this critique as well as considering new-Keynesian criticism of MMT 108
(which is only to be expected). Watts notes that Post-Keynesian support for MMT can be
pinpointed and it is therefore reasonable to contend that a degree of sympathy for MMT exists
within Post-Keynesianism. He notes the existence of Post-Keynesian support for functional
finance; ‘the capacity of governments to spend is not constrained by their ability to collect tax
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It is important to note that although economists from a range of heterodox schools might be linked by common
methodological outlook, they would not be expected to all be ‘methodology specialists.’ Dow stresses that
methodology can be valuable in assessing the extent of differences and commonalities between traditions but is
careful to point out that a concentration on methodology need not be universal; economists should be able to work
on substantive theory while keeping methodology at the back of their minds, bringing it to the forefront when
required (Dow 1999: 17).
107
We might consider this division as rooted in hermeneutics. Kliman (2007; 2012) and Kliman and Potts (2015)
explain how it is unreasonable to consider that Marxian theory is ’internally inconsistent’ when, given a particular
interpretation (namely the temporal single system interpretation or TSSI), it can be shown that Marx’s original
approach is, in fact, entirely internally consistent and requires no ‘improvement’ or ‘augmentation’ as suggested by
the Sraffian ‘Marxists’ (See Appendix 7).
108
Exemplified by Wren-Lewis (2012, 2016a, 2016b).
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revenue or by the willingness of the private sector to hold government securities’ (Hart and
Kriesler, 2015:17-18; quoted in Watts 2016: 3). However, Watts notes that support for MMT is
very far from universal with Post-Keynesianism, citing Sawyer (2003) - who advocates pumppriming plus incomes policy as a means of securing sustained full employment - as an example;
‘a brief review of post-GFC commentary regarding the conduct of fiscal policy by Juniper et al.
(2014-15) revealed that many post-Keynesians do not subscribe to functional finance principles
and/or are hostile to a Job Guarantee’ (Watts 2016: 3).
One of the most ardent Post-Keynesian critics of MMT within Post-Keynesian ranks is Thomas
Palley. The originality of MMT is challenged by Palley (2015a) who argues that MMT ‘oversimplifies the challenges of attaining noninflationary full employment’ and that other claims are
either simplistic or flawed’ (Watts 2016: 4). A considered response was penned by Tymoigne and
Wray (2015) 109 which was followed by a further response from Palley (2015b). I consider that
Watts (2016) provides a comprehensive rebuttal of the critiques of Palley (and others) and a
strong defence of the possible role of MMT within Post-Keynesianism.
It may well be the case that external pressure from a social movement 110 (see section 8.3) may
be an essential driver for paradigm change, however, I would argue that is also important to note
that the probability of a new paradigm being accepted- whatever the extent of pro-change external
forces- is enhanced by the presence of academic freedom within a discipline. An academy which
welcomes pluralism per se (Dow 2018) is both more likely to see the creation of viable alternatives
and, importantly, it is more likely to accept a change of paradigm than one which sets out to
maintain the status quo and prizes a homogeneity of approach- at least in part due its desire to
appear a mature science in a Kuhnian sense.
Having considered the benefits of pluralism as a means to enhance the possibility of developing
economic knowledge, Dow then describes the practical implications of accepting methodological

Such a debate typifies the criticism that MMT can sometime receive from unsympathetic Post-Keynesians and
the replies of MMT advocates.
110
‘Social movements are defined as networks of informal interactions between a plurality of individuals, groups
and/or organizations, engaged in political or cultural conflicts, on the basis of shared collective identities. It is argued
that the concept is sharp enough a) to differentiate social movements from related concepts such as interest groups,
political parties, protest events and coalitions; b) to identify a specific area of investigation and theorising for social
movement research’ (Diani 1992).
109
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pluralism for the behaviour of economists, describing them in the form of heuristics- both positive
and negative;
‘[r]espect the legitimacy of alternative approaches and have an understanding of
them. Be prepared to justify your own approach relative to others, [b]e prepared
to adapt your approach as events unfold and as a result of debate, [b]e open to
drawing on other approaches for ideas, even if they turn into something else in
your approach…[d]on’t dismiss arguments from alternative approaches out of
hand, [d]on’t insist that all

economists follow your chosen approach (but argue),

[d]on’t attempt to pick elements from different approaches simultaneously without
ensuring that they fit into a coherent methodological and theoretical framework
[b]ut don’t always focus on the meta-methodological level (Dow 2018: 22,
parentheses added).
Dow summarises the nature of these heuristics as aspects of polite and respectful behaviour for
scientists in general and economists in particular. However, she looks deeper and contends that
adhering to this behaviour is not merely about ethics but also about knowledge.
These heuristics can be seen in terms of courteous academic behaviour; indeed
one of the arguments for pluralism is the ethical argument for mutual respect
(Screpanti 1997). But it is more than an ethical argument about good behaviour, it
is an ethical argument about knowledge. If no one approach can claim truth and
the survival of the discipline rests on nurturing a range of approaches, then the
ethical argument concerns honesty about the limitations of any one approach. In
order to function as economists we must choose one approach or another; our
research would be incoherent if we jumped from one approach to another, unless
the result was a new synthetic approach. But the onus is on each economist to
engage in debate about the relative merits of the different approaches, being able
to defend her chosen approach, but also able to understand enough about
alternative approaches to engage in more-or-less effective communication (Dow
2018: 22-23).
With respect to the disputes between heterodox economists (for example, those discussed above
between Marxists and Keynesians/Post-Keynesians and those between many Post-Keynesians
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and advocates of MMT) the importance of accepting Dow’s heuristics cannot be overestimated.
Clearly defending and elaborating their own theories is vital to many heterodox economists (this
in itself poses no problems and, indeed, may lead to enhanced knowledge), however I would
argue it needs to be carried out in scholarly and respectful way, for, in the final analysis, if the
New Consensus Macroeconomics paradigm is to be overthrown surely a united heterodoxy is
best equipped to achieve the result. I would argue that the individual identity of a particular group
need not be compromised and rigorous debate, of course, could and should continue, but,
ultimately bringing about the end of the hegemony of New Consensus Macroeconomics must be
kept at the forefront of heterodox thinking.
Dow stresses the importance of economics education. She is highly critical of the current situation
where economics undergraduates are provided with a ‘monist’ education and an appreciation of
pluralism is not considered at all important. New graduates might emerge fully conversant with
the neo-classical ‘tool-kit’ and able to apply deductivist reasoning based on given axioms,
however, as Dow notes, following Kuhn, they lack both the means to engage in ‘critical thinking’
and an appreciation of pluralism in all its forms.
it is difficult to advise researchers and policy advisers on pluralism if the economics
education system is geared to promoting monism. This monism in economics
education is all the more insidious in that it discourages critical thinking. Kuhn
(1962) explicitly discussed the role of education in propagating paradigms;
textbooks provide exemplars to train students to ‘think like economists’, something
which is reinforced by assessment procedures. Not only are students launched on
their careers as economists ill-equipped to engage in pluralism, but they have
actively been discouraged from doing so. The most important implication of our
discussion of pluralism in economics therefore is that it requires a pluralist
approach to economics education (Dow 2018: 12).
If the ‘new generation’ fails to see the significance of pluralism, ending the hegemony of neoclassical economics and New Consensus Macroeconomics will clearly be all the more difficult.
On the contrary if undergraduates are trained to understand and appreciate the importance of
alternative approaches then we might expect, at least, an enhanced opportunity of engineering
paradigm shift in the future than is true of the present.
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When we consider the potential for constructing a new paradigm, we might reiterate the
underlying aims of the economists involved as critical. I would argue that recognition of a broadly
common ontology ought to lead to open and fruitful debate between heterodox economists from
different traditions. In contrast those who stress their ‘otherness’ might be expected to concentrate
on intra-paradigm argument which might divert attention from criticism of the mainstream and
developing new ideas, or even, if too forceful, lead to fracture within heterodoxy. I would argue
that a more integrated and unified heterodoxy is likely to empower the development of a more
concerted attack on mainstream economics. At this point it seems clear to me that the insights
provided MMT which are ignored by mainstream economists, should have an important role to
play in the work of a heterodox paradigm.
I am not suggesting that MMT provides a complete theoretical analysis of all aspects of concern
to economists. However, I would argue that MMT’s distinctive focus on the operational reality of
monetary systems has enabled it to provide a rigorous explanation of the real causal mechanisms
at work under fixed and floating exchange rate regimes. The insights following from MMT are, I
would argue, both highly significant and different from both mainstream economics and other
heterodox schools. I would argue that MMT’s analysis of this operational reality is essentially
compatible with other aspects of heterodox economics, in particular Post-Keynesianism 111 and
Marxism 112, thus a coherent paradigm based around the contributions of these groups would be
feasible.

111
112

See, in particular, Wray (1998: 81-85).
Cooper (2013, 2016).
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4.8 Conclusion: MMT and a dissenting alternative paradigm.
I have argued in favour of pluralism in all its forms and that a range of approaches enhances the
opportunity for the development of knowledge. However, as we have noted, the number of coexisting paradigms must be limited in number given that scientific practice, in this case economics,
is a social enterprise. I have made the argument in favour of a common heterodox paradigm.
However, I do not consider a paradigm to be a conscious construction; the boundaries of a
paradigm are permeable and flexible (Dow, 2017). Rather, I would consider it to be a socially
determined structure underlying a mode of scientific behaviour. Following Dymski (2013), I am
not arguing in favour of the existence of a ‘shared, heterodox reduced form model’ (Dymski 2013:
438) but rather that the acceptance of the image of a heterodox spiral made of bundles of
interrelated ideas linked by the arms of a spiral might provide a foundational notion for a heterodox
paradigm.
In the case of heterodox economics, a shared ontological vision provides the basis of just such a
constitution.

I would further contend that heterodox groups such as Marxists and Post-

Keynesians have enough potential to operate within what might be regarded, from this
perspective, as a single paradigm while maintaining their own identity –via the differing emphases
they place on specific aspects of economic theory.
I am arguing against isolationism in heterodox economics and in favour of meaningful debate;
rigorous but ethically and respectfully carried out. I would contend that MMT should have a role
within a heterodox paradigm; it has roots in both Post-Keynesianism and Marxism 113 and it can
be effectively ‘under-laboured’ by critical realism. Critically, the ‘taxes drive money approach’
which underlies MMT enables it to provide insights absent from other heterodox schools, in
particular, the explanation of the real causal mechanisms at work in the monetary system. The
GFC provided significant empirical support for MMT and enhanced its credibility. I would argue
that these deep insights mean that MMT, as an integral part of an alternative heterodox paradigm,
is uniquely able to contribute to a heterodox assault on the hegemony of NCM.
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Mitchell (2015d).
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5. Primary Research (part one)
5.1 Introduction
My primary research is designed first, to increase my understanding of different economists’
perceptions of the reasons for the apparent continued hegemony of New Consensus
Macroeconomics, despite the impact of the GFC upon its credibility, and second, to enable me to
gain an insight into the attitudes of a range of practising economists towards heterodox economics
and the possible role, if any, MMT might be expected to take within the heterodox community or
a potential alternative heterodox paradigm.
I acknowledge that critical realism should not be considered as prescriptive in terms of dictating
a particular approach to research: ‘There is no such thing as the method of critical realism’
(Danermark et.al 2002: 73). Nevertheless, I agree with the contention that ‘critical realism offers
guidelines for social science research’ (Danermark et.al 2002: 73) enabling my research
programme to be informed by critical realism.
Central to critical realism-based research is the acknowledgement of the significance of a ‘layered
ontology’, i.e. that the observations should not be viewed as the straightforward and direct
consequence of an ’underlying reality’. Critical realists contend that the social nature of scientific
practice means the outcomes of research are influenced by the activity itself.
If patterns exist within some set of observations then there must be some
underlying structures, mechanisms, or constraints generating them and this may
prove a good starting point for critical realism investigation. We must be aware, of
course, that the patterns do not simply reflect an underlying reality. Critical realism
recognizes that the process of observation or, as we would call it, data production
imposes itself on the results (Mingers 2014: 173, emphasis in the original).
Accepting a critical realism approach means acknowledging that even though an objective,
intransitive domain is taken to exist, access to it is socially determined and crucially, the epistemic
fallacy- of reducing being itself to our knowledge of being- should be not be committed (Mingers
2014). From a critical realism perspective, social science is committed to the production of
meaningful knowledge in the form of explanation rather than simple description or, indeed,
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prediction. critical realism is associated with acceptance of the severe limitations of the use of
closed system theorising (such as econometrics) to analyse open systems.
It is clear from a critical realism perspective that the role of modelling should
definitely be that of explanation and understanding rather than prediction. The
argument can be made from two directions. On the one hand inevitable limitations
of data-only models, as in econometrics (Lawson 1997), mean their predictive
accuracy will always be very poor in anything other than a very well defined and
largely closed (perhaps mechanical or physical) system (Mingers 173).
Mingers refers to the work of Wynn and Williams (2012) and notes how they
identify five fundamental principles; identification of particular events to be
explained; identification of relevant context and structure (both social and
material); retroduction (or abduction) to potential generative mechanisms;
empirical corroboration to establish causal powers and decide between
alternatives; and the use of triangulation and multimethods’. (Mingers 2014: 1901, parentheses in the original).
Mingers refers to this schema 114 and notes that there needs to be something that strikes the
scientist as being of interest, often an unexpected series of events or something that fails to
happen when established theory might have predicted it.
To begin with there be something to be explained, something that is to be that
object of the knowledge generated by the research. This is a generally a series of
events that are experienced by participants and observers. In order for them to be
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This approach might be viewed as more straightforward or tractable version of Bhaskar’s ‘RRREIC’ schema
where the first R or R1 stands for the resolution of the complex event or phenomenon into its components; the
second R or R2 for the redescription of these components in an (ideally, optimally) explanatory significant way;
the third R or R3 for the retrodiction of these component causes to antecedently existing events or states of
affairs; E for the elimination of alternative competing explanatory antecedents; I for the identification of the
causally efficacious or generative antecedents; and C for the iterative correction of earlier findings in the light
of an (albeit temporarily) completed explanation or analysis’ (Bhaskar et.al. 2011).
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interesting in research terms, they must be in some way unexpected, either in
terms of everyday experience, or in terms of existing theories in the area.
Moreover, events may be positive things that happen, in which case the question
is: what is causing them to happen? Or they may be absences – things that are
expected to happen but do not, in which case, the question is what is preventing
them from happening? Both are equally important (Mingers 2014: 191).
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5.2 Elaboration of a hypothesis and applying qualitative research techniques
As I discussed in Chapter four, the behaviour of New Consensus Macroeconomics economists in
the face of significant contradictory evidence during and immediately after the GFC might appear
surprising and thus worthy of investigation. This reflects the need to first identify the significant
events occurring within the flow of experience (Mingers 2014: 191) and second, to start to unpick
the structures and mechanisms of various types which might account for observed occurrences…
‘very much a systems analysis, picking out systems, components, relationships and processes
that are active in the context. They may be physical, social, psychological, informational or
economic’ (Mingers 2014: 191).
In the previous chapter the social nature of the practice of science in general and the structure
and of the economics profession were discussed in detail; in particular the social and
psychological factors underpinning the behaviour of the profession. The third stage directly follows
and involves the construction of hypotheses 115 which might explain the observed events or
indeed, absences of occurrences. ‘Hypotheses are generated as to which generative
mechanisms might be behaving or acting in such a way as to produce the events in question.
Equally, if the events are in fact absences it may be a question of which mechanisms are
countervailing others to prevent the expected events occurring’ (Mingers 2014: 191).
The previous chapter contained the elaboration of just such a hypothesis. In summary, the
absence of academic freedom (Bilgrami 2015) has insulated New Consensus Macroeconomics
from heterodox (or ‘blasphemous’ [Lee, 2010]) criticism, in turn, allowing a ubiquitous formal
mathematical deductivist methodology (Lawson, 1997) to persist and New Consensus
Macroeconomics’ hegemony to be maintained in the face of significant contradictory evidence.
With respect to the process of considering the validity of hypotheses, a researcher may use any
appropriate research method to seek both corroboration and justification by the collection of
evidence (Mingers 2014: 191). I would argue that a critical realism methodology is consistent a
multi-methodological approach (Mingers 2014: 186) and indeed, as discussed in chapter four,
that critical realism is highly pluralist in terms of both ontology and epistemology. Its ontology is
based on the acceptance of the multi-faceted nature of the real domain- which may be constituted
Bhaskar (2015: 49) notes that ‘once a hypothesis about a generative structure has been produced in social
science it can be tested…empirically, although not necessarily quantitatively, and albeit exclusively in terms of its
explanatory power’, a perspective which is consistent with my approach as set out below.
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not only by material and social structures and causal mechanisms but also ‘conceptual systems’
that have ‘causal efficacy’. In addition, critical realism recognises the complexities involved with
accessing knowledge of such real entities and its epistemology licenses the use of a wide range
of research methods (Mingers 2014: 189).
I would argue that qualitative research methods resonate with the complexity and openness of
the real world (Roberts 2014) and I use limited observations and experiences - in the form of
semi-structured interviews - to infer the existence of unknown and, indeed, unobservable
mechanisms and structures. Kvale (1996) distinguishes qualitative research interviews from other
forms of conversation.
The purpose of a qualitative research interview…is to understand themes of the
lived daily world from the subjects’ own perspectives. The structure of the research
interview comes close to an everyday conversation, but as a professional interview
it involves a specific approach and technique of questioning. Technically the
qualitative research interview is semistructured: It is neither an open conversation
nor a highly structured questionnaire. It is conducted according to an interview
guide and focuses on certain themes that may include suggested questions (Kvale
1996: 27).
According to Kvale, although interviews are not appropriate in every case when qualitative
research techniques are employed, they are especially ‘suited for studying people’s
understanding of the meanings of their lived world, describing their experiences and selfunderstanding, and clarifying and elaborating their own perspective on their lived world’ (Kvale
1996: 105). I would argue that these strengths make interviews an appropriate technique in my
research; I will use pre-prepared questions, giving a strong element of consistency and I will
concentrate on pre-planned themes, providing the opportunity for respondents to raise and
discuss related issues (Appendix 1).
Significantly, my use of qualitative interviews will underpin my attempt to uncover aspects of the
real domain (namely the structure and contexts, in particular, social and psychological factors)
which might remain hidden when using straightforward quantitative data and focusing on ‘Humean
causality’ (i.e. regularities in terms of event conjunctions of the type whenever a, then b),
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We will always be in the position of attempting to infer unknown mechanisms from
limited observations and experiences. The argument is rather that we need to
move away from the scientific obsession with quantifiable data and Humean
causality towards a concern with the underlying mechanisms, complex, multidimensional and often unobservable, that, as it were, occasionally give glimpses
of themselves in the Empirical domain (Mingers 2014: 175).
I consider my research to be potentially very significant. If the reasons for the apparent inertia in
economics can be established this will form a platform for designing a strategy to enhance the
profession’s ability to explain economic events and, critically inform the policy debate. Having set
out the case for the use of critical realism as an ‘under-labouring’ for the work of a heterodox
community -or even paradigm or ‘disciplinary matrix’-in chapter five, my interviews will enable me
to establish the views of leading economists from various schools on a range of issues and assess
the extent of consensus. It will then provide a platform for me to investigate the extent of
agreement with the argument that the development of such a heterodox paradigm is feasible.
I will employ a purposive sampling technique; in other words, I will select the interviewees
according to my perception of their knowledge and experience and my subjective view of their
ability to assist me uncover the social structure of the economics profession 116. The practical
problem of the time-consuming nature of interviewing and transcribing sets a practical limit on the
number of respondents, making the choice even more significant. However, it needs to be noted
that a large sample size is in no way essential when attempting to establish meaningful
knowledge 117. This was an issue well known to Galileo in the seventeenth century.
But even in conclusions which can be known only by reasoning, I say that the
testimony of many has little more value than that of few, since the number of
people who reason well in complicated matters is much smaller than that of those
who reason badly. If reason were like hauling I should agree that several
reasoners would be worth more than one, just as several horses can haul more
sacks of grain than one can. But reasoning is like racing and not like hauling, and

I take a similar approach to that taken by Mearman et.al. (2019: 13-16) and acknowledge the existence of similar
problems (see section 5.2).
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Kvale (1996: 103) notes how contemporary studies tend support ‘quality rather than the quantity of interviews.’
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a single Barbary steed can outrun a hundred dray horses (Galileo Galilei The
Assayer [1623]; quoted in Sobel 2000: 94).
Mingers also notes the case against the necessity of large samples,
It is commonly believed that the larger the sample size the more reliable the result,
especially when rejecting H0 [the null hypothesis. In fact, the sample size does not
affect the significance level (α) – the probability of a Type I error 118- at all. What it
does affect is β (the probability of a type II error) and therefore the power of the
test. In particular, the larger the sample the smaller any difference in magnitude
that will be detectable for a particular value of α. Given a large enough sample,
even a very small difference, and there will always be some observed difference,
will become significant. Thus a large sample size, rather than being beneficial,
leads to the detection of often spurious and certainly theoretically insignificant
differences or effect sizes (Mingers 2014: 178).
The particular form of purposive or judgement sampling that I have used is described as
‘heterogeneous or maximum variation sampling’ 119. The attraction of this method is that it focuses
upon the production of a sample of participants with highly diverse characteristics. In this case, I
sought to obtain an extensive range of opinions from several key perspectives or ‘schools’ of
economists. Purposive sampling is appropriate when the number of primary data sources is
limited.
In terms of advocates of MMT, there are relatively few experienced practitioners who self-identify
as MMT economists and I invited five of the most eminent to be interviewed, including founders
Warren Mosler and Bill Mitchell, MMT’s foremost writer on the ontology and history of money, L.
Randall Wray, leading textbook author, Martin Watts and philosophy specialist, James Juniper.
There are clearly far more Post-Keynesians to choose from. I chose Geoff Harcourt, perhaps the
leading and most influential living Post-Keynesian, Paul Davidson, probably the most eminent
American post-Keynesian, Vicky Chick, a highly influential post-Keynesian, methodology
specialist and life president of the AHE, Marc Lavoie, a Post-Keynesian who, although not

A type I error is the incorrect rejection of a true null hypothesis. A type II error is incorrectly retaining a false null
hypothesis.
119
Saunders, Lewis and Thornhill (2012).
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necessarily agreeing with MMT, has been prepared to publicly support their approach to an extent
and interact with MMT economists in ‘friendly’ dialogue. (Lavoie 2011). In addition, I invited the
highly respected Post-Keynesian, Malcolm Sawyer who has been known to engage in critical
debate with MMT, perhaps MMT’s most ardent critic from within Post-Keynesianism, Tom Palley
and Engelbert Stockhammer, coordinator of the Post-Keynesian Economics Society. Amongst
Marxists and Neo-Ricardians, I invited Andrew Kliman, one of the most influential advocates of
the TSSI approach to Marxism, a prominent Marxist specializing in the nature of money (who did
not respond to my invitation) and Anwar Shaikh, a radical critic of orthodoxy, working in the
classical tradition.
To ensure balance, I invited seven major US New Keynesians but received no acceptances and
six major European New Keynesians, but only Roger Farmer and Ricardo Reis accepted my
invitation. I also invited Kevin Dowd, perhaps the most well-known Austrian School economist
specializing in money, and two leading monetarists; Tim Congdon-arguably the UK’s most
influential economist from the school- accepted the invitation but the other offer was not accepted.
I also invited Charles Goodhart, the UK’s leading author on central banking and founder member
of the MPC, Andy Haldane, Chief Economist at the Bank of England and a leading Bank of
England research economist, who declined to be interviewed. I also requested an interview with
Michael Willi Semmler, an influential econometrician and statistics specialist who has worked
extensively for major international institutions such as the IMF and World Bank. A complete list
of those economists who accepted my invitation to be interviewed, with biographies, is shown in
Appendix 3. The dates of interviews and techniques used (face-to-face or ‘Skype’) are shown in
Appendix 4.
In all, I made 35 requests for interviews in round one; I received 21 acceptances 120, 3 rejections
and on 11 occasions I received no reply. Transcriptions of the interviews are shown in Appendix
5. I provide an analysis of the patterns of response from different schools of economists in chapter
six.

This figure includes Andy Haldane, the Chief Economist at the Bank of England who agreed to be interviewed for
background purposes but his interview is not included in my primary research programme.
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5.3 Potential problems
It is important to stress that I am aware of three particular problems which are associated with my
research techniques. First, my vulnerability to errors in judgment; I may make mistakes in
choosing my respondents; I have tried, as far as possible, to access a balanced sample of
economists across a range of schools.
Second, low level of reliability and high levels of bias. There are several recognized forms of bias.
First, there is confirmation bias 121 which occurs when an investigator uses the research
programme to seek confirmation of a hypothesis by weighting supporting more heavily than
contradictory evidence, or judging the former it to be more significant than he latter. The
confirmation bias then often continues as the primary data is considered in the post-interview
analysis as the researcher concentrates more on positive responses, perhaps even remembers
them more clearly and effectively examines information using a hypothesis-laden filter. In order
to reduce the impact of confirmation bias, a researcher must be aware of its potential to distort
the accuracy of her or his findings. In my case, I recognize the need to re-evaluate the responses
of interviewees and be prepared to accept any challenges to my pre-formed hypothesis that might
result.
A second form of bias is cultural bias. A researcher might be prone to be ethnocentric and her
judgement of responses from interviewees from a different culture might be negatively biased.
This proclivity can be countered, at least to an extent, by an acceptance of the significance of
cultural relativism i.e. interpreting the beliefs and activities of a person through the lens of their
own culture. A researcher must keep their own cultural assumptions centre stage if she is to
reduce the potential negative impact of culture bias. However, given the general homogeneity of
the culture of my interviewees, I do not consider this aspect of bias to be especially significant in
my own work.
The question-asking process itself can be subject to bias 122, particularly the use of ‘leading
questions’ and the elaborating upon or developing of an interviewee’s responses in such a way
as to effectively ‘put words in their mouths’. Such practices are often underpinned by a strong
focus on the search for confirmation of a hypothesis, the attempt to build a strong personal
121
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Rabin and Scrag (1999: 37-82).
Malhotra, Hall, Shaw and Oppenheim (2009: 227).
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relationship with a subject or a desire to show empathy with or a strong understanding of the
respondent. This category of bias has potential to influence my research and I am this mindful of
the need, to use the respondent’s own terminology and to clarify the nature and implications of
the

interviewee’s own thinking and actions rather than developing my own thoughts on their

responses. I will need to avoid an excessive attempt at showing empathy and avoid an
overestimation of my understanding of their views which might be expressed by regular attempts
at summarizing their ideas in my own words. I need also to guard against making unwarranted
links between what I feel their attitudes to be and their own actions.
A related form of bias concerns the order questions are asked since the asking a question has
the potential to influence or even distort the answer to successive questions, Interviewees can be
‘primed’ or prepared by the nature of initial questions; a question might affect their emotions or
ignite a perhaps partially hidden attitude and thus compromise the responses to following
questions. This form of bias is difficult to eliminate but I will attempt to reduce its potential impact
by asking general questions before specific ones and to separate different areas of interest as far
as is possible, keeping prompting to a minimum especially early in the interviews.
Additionally, ‘the ‘halo effect’ 123 introduces another form of bias into the research. The halo effect
describes the tendency, on the part of researchers, to suffer from a form of cognitive bias which,
in turn, results in their allowing a perceived specific positive characteristic to generate a
positive bias to their overall evaluation of a subject and his or her opinions.
In general, I will need to minimize (while accepting that I cannot completely eliminate) the potential
impact of these forms of bias by keeping them at the forefront of my thinking as I progress through
the interviews, reflecting upon my technique, re-evaluating my approach and making adjustments
as required.
Third, I recognize that the relatively small number of interviews I am able undertake, potentially
at least, might be considered as imposing a restriction upon my ability to generalize my research
findings. Firestone notes that generalizing based upon qualitative research can be based on

‘a psychological tendency many people have in judging others based on one trait that they approve of and
concluding that the person must have other attractive traits. This one trait leads to the formation of an overall
positive opinion of the person on the basis of that one perceived positive trait’ (Grcic 2008).
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‘either sample-to population extrapolation or analytic generalization’. (Firestone 1993: 22) 124
Firestone, sees greater potential in the latter: ‘Analytic generalization has more promise, partly
because there are more ways to make links between cases and theories’ (Firestone 1993:
22) noting the former’s vulnerability to criticism regarding small sample sizes, the way targets
are selected and uncertainty about the nature of the underlying target population. Analytical
generalisation differs from statistical generalisation (which involves drawing inferences from
specific sample data to a target population) and instead involves using qualitative research
techniques (in my case, interviews) to active seek corroboration (or contradiction) of a previously
developed theory 125. Robert Yin notes,
case studies, like experiments, are generalizable to theoretical propositions and
not to populations or universes. In this sense, the case study, like the experiment,
does not represent a "sample," and in doing a case study, your goal will be to
expand and generalize theories (analytic generalization) and not to enumerate
frequencies (statistical generalization) (Yin, 2003: 15, parentheses in the original).
In addition, Maxwell and Chmiel distinguish between internal and external generalisation. 126
‘Internal generalizability refers to generalizing within the setting, institution, or case studied, to
persons, events, times, and settings that were not directly observed…External generalizability, in
contrast, refers to generalization beyond the case or cases specifically studied, to other persons
or settings (Maxwell and Chmiel 2014: 3-4). Maxwell and Chmiel draw upon previous research
carried out by Bryman (1988) and Yin (2003) and also point to the fact that external
generalizability following from qualitative research (interviews in my case) is based upon the
extent to which the results of research corroborate a theory- or via their transferability outside
the particular setting in which they take place- rather than being attempts at statistical
representation of a wider population;
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Maxwell and Chmiel (2014: 2) note that a third approach to generalisation has been specified in which ‘the
emphasis is not on the generality of the findings or interpretations so much as on their case-to-case transferability…
Transferability does not require the discovery of the general conditions under which a finding or theory is valid;
instead, it involves a transfer of knowledge from a study to a specific new situation.’
125
I would argue that analytical generalization is consistent with the critical realism schema outlined earlier; the
process begins with retroduction leading to a postulated hypothesis and then followed by the seeking of
corroboration using analytical generalization.
126
The distinction between internal and external generalization is not an absolute or clear-cut distinction, and
intermediate or ambiguous examples are common (Maxwell and Chmiel 2014: 5).
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… the external generalizability of qualitative studies is normally either to theories
(analytic generalization), or through the transferability of particular results or
understandings to other cases, rather than to populations or universes (statistical
generalization). For this reason, Bryman (1988: 50–4) and Yin (2003: 47–51) saw
generalization in case study research as following a replication logic rather than a
sampling logic, seeking to test the theory in other cases (similarly to multiple
experiments) rather than to assess its representativeness for some larger
population (Maxwell and Chmiel 2014: 14).
Notwithstanding these issues, I argue that the composition of my interview sample itself provides
a valuable vehicle for me to re-evaluate my primary research programme. My second round of
interviewees includes respondents who might justifiably be considered to be leading scholars
(both advocates and critics) in the field critical realism 127. My interviews will not only enable me to
establish their views upon the appropriateness of critical realism as an under-labourer to
heterodoxy but also to inform an appraisal of my approach to research and its extent to which it
might be considered as consistent with the philosophy of critical realism.

Specifically, Tony Lawson, Sheila Dow, Jamie Morgan, Ioana Negru, John Smithin, Geoff Hodgson and Jonathan
Joseph.
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5.4 Conclusion
My research requires that I first identify a phenomenon of interest; in this case this is the observed
behaviour of mainstream economists during and after the GFC. The next step requires logical
reasoning in the form of retroduction, namely, asking myself the question, ‘what must the real
structures and attitudes present in the economics profession be like in order to generate such
observed responses to the crisis?’ My postulated hypothesis (section 4.2, above) constitutes my
attempt to explain these events observed in the transitive domain. The testing of this hypothesis
requires a primary research programme, in this case I use qualitative research made of up semistructured interviews. I argue that the results of qualitative research in the form of interviews can
be generalized. I am able to justify this contention by accepting the logic underlying the arguments
for analytic generalization. My interviews are designed to test my hypothesis –in the manner of
repeated experiments-rather than being seen as attempts to take samples and then generalize to
a population.
My research then develops into an assessment of the range of opinions on critical issues in
macroeconomics leading directly to an enquiry into the extent to which heterodox economists
might be considered to work in isolated schools as opposed to a community. I aim to assess the
potential scope for a heterodox paradigm 128. This involves seeking the views of a wide range of
economists concerning its viability and, importantly, from my perspective the scope for MMT to
contribute to such a paradigm. The results of my research are analysed in chapter six.

This research is designed to shed light upon the ‘lumpers versus splitters’ debate (Mearman 2011) discussed
above and to develop an understanding of how support for each perspective links to the feasibility of a heterodox
paradigm.
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6 Round One Primary Research Summary and Analysis
6.1 Response rate summary
The response of heterodox economists to requests was excellent with all Modern Monetary
Theorists, Post-Keynesians, Marxists and Sraffians accepting the invitation (with only one
exception). Two of the three central bankers 129, one of the two leading monetarists, the Austrian
school economist and the econometrician also accepted their invitations.
In contrast, of major US New Keynesians contacted, only one replied and declined to be
interviewed. I received no response to either my first email or my reminder asking for a response
of any type from any of the others. A better, but similar, result occurred when European New
Keynesians were contacted. I received no response from three New Keynesians even following
a reminder, one declined my invitation and only Roger Farmer and Ricardo Reis accepted.
Although the sample size is very small 130, and failure to respond to invitations can be the result of
many factors, this lack of response is consistent with Brian Martin’s (1998) view of mainstream
scientists seeing themselves as ‘too busy’ or as unprepared to give up time to devote to work
outside their usual practice; an issue to which I will return in the conclusion 131.

As mentioned in chapter five, Andy Haldane’s interview does not form part of my primary research programme.
Although the number of ‘highly influential New Keynesians’ is clearly debatable, there are relatively few to choose
from.
131
Martin [B.] (1999: 612-13).
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6.2 Analysis of responses
Each section of the questionnaire is analysed and a summary table is included at the beginning
of the discussion. My aim here is to assist the reader to access a simplified picture of the results.
The provision of such tables is not designed to capture the whole story (for this, see Appendix 5;
Armstrong forthcoming) – indeed tabulation could not achieve that goal. The interviewees are
given the option not to respond when they feel the question lies outside their area of expertise
and it is often the case that respondents do not answer the question directly –by choice or
otherwise - but deal with a related issue or issues 132. The results shown in the table thereby reflect
the fact that, in response to some questions, respondents may not provide an answer at all, state
that they have no opinion or provide an answer which fails to address the point of the question.
Most of the interviewees work or have worked in a university economics department and had
taught both undergraduates and postgraduates, the exceptions being Warren Mosler and Tim
Congdon (finance) and Charles Goodhart (central banking) [Q14].
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As noted above, my interviews are semi-structured rather than fully-structured. Thus, my aim is not to ask each
interviewee exactly the same question in exactly the same way. Rather my objective is to tap into the very varied
‘lived experiences’ of my respondents in order to shed as much light as possible on the topics I focus upon. When
conducting the interviews, I must assess the appropriate level of guidance and direction to give to the interviewees
with this overarching aim in mind. I may provide additional information to assist the interviewee formulate a
response or I may clarify a question (if asked to do so) and – within reasonable limits —redirect an answer. Most of
the interviewees requested the questions in advance and in the interview itself several of the respondents provided
answers in which they attempted to answer more than one question in a single response. This further complicates
the drawing up of tables. In conclusion, I might stress that, as a general rule, I allow the interviewee to express their
own views on a topic and believe I can learn more from the response, even if their answer may, on some occasions,
fail to constitute a fully direct response or be difficult to categorise.
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Section A questions
1. Which field of economics do you consider to be your specialism?
2. What do you consider to be the main issues relating to your field?
3. How would you describe the underlying axioms (or principles) of your view?
4. To what extent, if at all, does history have a role to play in your work?
5. How important is the use of mathematics to your practice? If its application is important,
how do you use it?
Section A summary table
Qn.
1. Field
2. Issues
3. Axioms
4. History
5. Maths

Frequent Responses
Macro/monetary macro
15
Theory/Policy
5
Time/Uncertainty
6
Very important
9
Very important
3

Labour econ
2
Inequality
5
Institutions
5
Of importance
10
Important
7

Money
2
Growth/employment
4
Taxes drive money
5
unimportant
1
Useful in some cases
5

Banking/fin./cap.
2
Bus. cycles
2
Individualism/eqm.
3
overemphasised
5

The great majority of the respondents replied that they were macroeconomics specialists [Q1].
Economists from all schools consider issues such as growth, employment, inflation and income
distribution as being important [Q2]. Significant differences emerged when the interviewees were
asked about the underlying principles of their work [Q3]. As might have been predicted,
‘mainstream’, New Keynesian economists consider methodological individualism and constrained
rational choice as crucial underlying principles whereas such principles are universally eschewed
by heterodox economists of all schools (other than Austrian school economist Kevin Dowd). The
wide variety of responses to this question [Q3] is indicative of the diversity of the heterodox school.
All the respondents regard history as very important [Q4] however, whereas heterodox
economists used phrases such as provides a ‘complete backdrop’ (Geoff Harcourt), mainstream
responses concentrated on history’s role as a data provider. The use of mathematics is
considered valid by all the interviewees and mainstream economists believe it to be extremely
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useful on a day-to-day basis 133. Heterodox economists are generally more measured in their
analysis [Q5]; Geoff Harcourt’s response that mathematics is a ‘good servant but bad master’
seems to typify the view of many heterodox economists. Tom Palley takes a measured view of
the use of maths, stressing its value but warning of the angers of over-reliance upon it as a means
of putting together an argument. Palley notes that
As an economist, I always try to think that I can make my arguments in three
different ways: telling a story, telling it graphically, and telling it mathematically.
Mathematics is useful in that. However, I think we’ve gone over the top. The field
is now beholden to mathematics and judged through the lens of mathematics.
You’re rewarded for being a good mathematician. The person who comes up with
a good idea in economics is ignored, while the person that expresses the same
idea mathematically is hailed as a genius. There’s been a complete loss of
judgement regarding mathematics. It is only a tool, and like all tools, it is limited. It
does some things well, and some things very poorly. When you only rely on a single
tool, almost by definition, you’re going to start doing things very poorly. So, what
was at one stage to be a bit of a blessing for economics has increasingly, in my
view, become a bit of a curse.
Engelbert Stockhammer stressed both the benefits and the danger of ‘over- mathematisation’ in
his response. He also believes that mathematical excellence alone is not enough to ensure a
successful career; this requires both mathematical formalism and the acceptance of mainstream
modelling.
Clearly, there are benefits from it [mathematics], except economics has gone too
far along the way, in the sense that non-mathematical arguments, nonLawson (2003: 248-282) provides a compelling explanation for the dominance of mathematics in mainstream
economics despite its apparent lack of explanatory power. Lawson believes that it is a ‘culturally based idea of
science (or serious study) as necessitating mathematics that drives the mathematising project in economics’ (Lawson
2003: 276, parentheses in the original). Lawson notes that throughout the current period of ‘dominance of
mathematical economics…we have tended towards a position where university lecture courses …cover little more
than methods of formalistic modelling…where most journals regarded as prestigious have acquired gate-keepers
who effectively bar non-mathematical expositions, where appointments and promotions in academic economic
departments …are heavily biased in favour of (econometric, micro- or macro-) modellers…I do not regard this is done
with ill intent. The ways of proceeding regarded as standard or proper, along with the reward system supported
merely reflect the values that the dominant group of the day have come to accept’ (Lawson 2003: 279, parentheses
in the original).
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econometric, non-empirical work is not taken seriously anymore. Indeed, this is,
to some extent, plainly ridiculous - or, more neutrally put, counter-productive. It’s
a particular challenge for non-mainstream economists, because we, in a way,
have to balance that, on one hand, we do want to develop more than just a
mathematical understanding and analysis of economics. On the other hand, we
do want to have, in principle, a similar extent of rigour as the mainstream. In my
view, the real issue is not the degree of mathematisation, it’s really the rational
optimising behaviour microfoundations that is the big dividing line. There are
several highly mathematical non-mainstream economists - think of Peter
Flaschel 134, who is actually a mathematician by training, but he also can’t get
published in mainstream journals. It’s really not about how much maths you’re
using, it’s really about which sorts of models are acceptable.
Andrew Kliman agrees that mathematics itself is useful but considers that the mathematisation of
economics has gone hand-in-hand with the widespread invalid application of deductivist models.
I think math is important, but I really dislike modelling, and those two things tend
to go together in economics…there’s a glaring error… which is that the restrictions
embedded in these deductive models make it such that the conclusions that are
obtained via the models apply only to cases for which those restrictions apply. So,
if you say you’re going to consider equilibrium and look at what applies to
equilibrium and draw a certain conclusion, it is not safe to say, by any stretch of
the imagination, that that conclusion can be imported to non-equilibrium situations.
It’s just logically fallacious. So that’s how I got my real distaste for economic
models, that kind of misapplication - but in general I don’t like models for a lot of
reasons, I don’t think in terms of them…What I think is in terms of trying to track
down the relationship between an effect and its cause… I think that mathematics
can be helpful. I don’t do sophisticated mathematics because I’m not building any
models or systems, but mathematics can be helpful, especially for clarifying
exactly what you’re talking about.
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Professor Peter Flaschel, Chair in Theoretical Economics at the University of Bielefeld, lists disequilibrium macro
dynamics, nonlinear macro- and micro-dynamic systems and structural macro-econometric model building in his
research interests.
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Bill Mitchell is perhaps the strongest advocate of the use of quantitative rigour in the practice of
heterodox economics (although he is not especially enamoured of the term ‘heterodox’). In his
interview he stressed the need to understand mainstream mathematical formalism in order to
provide a meaningful critique of it.
I was the only one that was studying advanced econometrics [amongst his radical
peers at graduate school] and had done advanced mathematical statistics - and
my argument then, as it is now, is that if you want to be a radical economist (and
that was the terminology of the time) you had to understand what you were
critiquing as well as they understood it; as well as the mainstream.
However, even Mitchell is careful to stress that economists should be selective in their use of
mathematics and consider carefully when formal precision is the most effective means to
communicate a message.
On formal maths, I don’t think you should use it when you can use words. If you
can use the language of your choice to say something with clarity and
succinctness, then it’s much easier to use words. The second point is that
sometimes words can be indistinct and ambiguous and you can save time and get
a more exact outcome using formalism in mathematical terms. Mathematics is just
a language, it’s nothing more than a language -and sometimes using it as a
language instead of your written language can be parsimonious and more exact,
but rarely.
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Section B questions
6. To what extent are you familiar with/support credit and state theories of money?
7. Do you consider the quantity of money to be determined exogenously or endogenously?
8. How do you view banks? Do you assume them to be pure intermediaries (between savers
and borrowers) or as being able to create money via credit expansion?
9. How would you consider interest rates to be determined, in theory and practice?
10. To what extent do you consider it possible for a central bank to control the whole spectrum
of interest rates or, alternatively, to what extent can a central bank control the shape the
shape of the yield curve?
Section B summary table

Qn.

Frequent Responses
Supports both

6. State/credit theory

7
Exogenous
0
Creates money

7. Exo./endo. money
8. Banks
9. ST IR setting

10. Yield curve setting

20
CB sets
20
Can/should set
3

Limited
support
3
Endogenous
20
Pure
intermediaries
0
Other
0
Can/shouldn’t
set

Rejects both

unfamiliar

4

6

Can/undecided
on should

4

5

Influence
not
control
7

No opinion
1

The majority of interviewees lacked a detailed knowledge of both the state theory of money (STM)
and the credit theory of money, in particular the latter [Q6]. Most made generalised statements
concerning the nature of money and its evolution. Of those non-MMT (NMMT) advocates that did
express familiarity with the theories two expressed agreement, Geoff Harcourt and Charles
Goodhart, but only the latter from the whole NMMT group noted a strong familiarity and a forceful
support for both theories. However, Anwar Shaikh and Tom Palley were familiar with both and
highly critical of their validity. Unsurprisingly, Kevin Dowd regards the fundamental premise of the
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state theory to be ‘abhorrent’, and is highly critical of the STM for ‘lacking historical foundation’.
Ricardo Reis and Tim Congdon, argued in general terms that a Mengerian approach was, in their
opinion, most likely to provide a valid way to conceptualize the nature and origin of money than
the state and credit theories. Ricardo Reis produced a response which encapsulates the
mainstream view of the importance-or lack of significance-of any ongoing debate regarding the
origin and nature of money.
In terms of my actual research…what I have done for many years - and it’s
certainly open for criticism - is that I have found that discussions of what is
fundamentally money, and what the actual role of money is, have attracted so
much attention over the last hundred years (one could even say three hundred
years, or even two thousand) that I find that it’s a field with very diminishing
marginal returns.
An impressive degree of unanimity emerged in the responses to the question about the
exogenous or endogenous nature of money [Q7]. All the interviewees consider the money supply
to be an endogenous variable. However, four of them did place caveats to their answers,
particularly monetarist Tim Congdon and Austrian school economist Kevin Dowd who argue that
the nature of banking means that broad money is endogenously determined but the monetary
base could be-at least potentially- exogenously controlled. Given the number of mainstream
models which assume the money supply to be exogenous this outcome might constitute
something of a surprising result, especially that the sample included an Austrian school economist
and two mainstream economists 135.
A similar, if not even greater, degree of consensus emerges when the responses the question
concerning the treatment of banks in economic modelling [Q8]. No economist admitted to treating
banks simply as of intermediaries between savers and borrowers and all agreed that banks should
be viewed as being able to create money via credit expansion. An incisive answer was provided
by Warren Mosler.
In our world today, what we call ‘banks’ are agents of the central bank - they’re
chartered by the central bank, they’re regulated by the central bank, they work in
Ideally, I would have liked to interview a larger number of New-Keynesian economists but their non-response
prevents me from accessing a broader –based sample.
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a very narrow scope of individualism, let’s say, inside those regulations…Bank
loans are accounted for with new bank deposits…bank loans create - if I can use
the word ‘create’, as a matter of accounting - bank deposits. If a bank loans
somebody a hundred dollars, the way that those funds first exist is an account at
that same bank for a hundred dollars. The loan is the asset of the bank and the
deposit is the liability of the bank, so the bank creates an asset and a liability. More
precisely, the bank buys the loan from the borrower. It’s a purchase, so it credits
the borrower’s account with the proceeds…Now, if the bank buys something else
- say it buys a share - then the share becomes a bank asset and a deposit is also
created as a new liability. So, I look at it in terms of purchases. That came out of
a discussion with Andrea Terzi 136, we were trying to pin down exactly what we
meant by loans creating deposits. To me, I realised that, in general cases, that all
bank purchases create deposits. It wasn't just one special case of a bank
purchase.
Charles Goodhart added an interesting nuance which points to banks as facilitators of money
creation which ultimately originates from a bank’s customer’s desire to enter into debt and acquire
money in the form of a bank deposit.
They’re certainly not pure intermediaries, and they certainly play an important role
in determining the quantity of money. But the modern theory – it’s not quite MMT
–is now called the ‘Bank of England Theory’, which says that banks create money,
is drastically oversimplified, so much so that I would argue it’s wrong…The point
…is that the bank never creates money by itself; it can only do so in negotiation
and discussion with its clients- so what actually happens is that a private sector
borrower wants money for some reason, or thinks that they may want money, and
they go along to the bank and they discuss with the bank what credit the bank will
be prepared to offer, and the terms. The bank can’t create money if the borrower
isn’t there. And once the bank has decided with the borrower, on what credit
they’re prepared to provide, in most cases in the UK, the actual timing of the issue
136

Andrea Terzi is a professor of economics at Franklin University Switzerland. His current research focuses on
central banking, monetary operations, macro financial accounts, and the effects of monetary and fiscal policy on
private savings and aggregate demand, work that builds on his earlier research on the thought of John Maynard
Keynes.
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of the loan is not at the behest of the bank, it’s the choice of the borrower…The
bank does not even know that the credit is being created – it is… the borrower,
who is doing it. So yes, banks play a very important role in the money creation
process but to say they create money without even mentioning the
interrelationship with the borrower, is just wrong.
This near unanimous rejection of the ‘banks as intermediaries’ view (albeit with caveats) is
heartening and unexpectedly positive from an MMT perspective. I would identify Warren Mosler’s
conceptualisation of banking as buying assets with bank deposits and Charles Goodhart’s
appreciation of the importance of bank customers’ desire for money in the form of bank deposits
as very interesting insights into the money creation process.
All economists considered that central banks set the overnight rate as an administered rate [Q9]
but wide disagreements are apparent when responses to the question of whether it is possible for
a central bank to control the whole spectrum of risk-free interest rates are considered [Q10].
Ricardo Reis’ response stressed the distinction between ‘affect’ and ‘control’. Notably, both he
and Tom Palley- despite working within different schools- accept that the central bank can affect
yields but deny that it can control them.
For both Tom Palley and Ricardo Reis, the reason lies in the alleged complex inter- relatedness
between yields across the whole spectrum- exerting control at one point on the yield curve will
have impacts elsewhere. Palley uses an evocative ‘balloon’ metaphor.
I think there is some element to this that’s a bit like squeezing a balloon: if you
squeeze one part of a balloon, the air will go somewhere else. There will be a
financial market repercussion [of controlling yield at one point] in some other part
of this asset spectrum.
Reis develops this theme,
it’s at least feasible to undertake the policy that you said [unlimited central bank
purchases of bonds at prices consistent with target yield], which is to buy bonds
of different yields, and in doing so potentially to affect the entire yield curve simply
by fine-tuning how many six versus nine-month versus one-year versus the bonds
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that you buy. However, in doing so, the central bank cannot control the shape of
the yield curve, because there is an important difference between ‘affect’ and
‘control’. It can try to use those purchases to shift yields a little bit up or a little bit
down, but if it says, ‘I have a target that I will stick by and I will buy and sell
unlimited amounts of those seven-month bonds,’ at the same time as it has a
policy for the short-term rate and for the three-year bonds and for the ten-year
bonds, that will lead to enormous gyrations in the bond market…It can very easily
generate a series of multiple equilibria in the world, and policy just literally
collapses, in terms of debt management.
Charles Goodhart, as a policy-maker, stressed the need for flexibility. He notes how the Bank of
England broke with their usual approach during the GFC and used policies designed to impact
upon yields at the ‘long end’ as well as the short-term rate. He seems unconcerned by this
suggested interconnectivity and produced a measured response to the question, stressing his
view that, since 2009, the central bank has possessed greatly increased scope to exert control
over the yield curve. He considers that the extent to which this policy space will continue to exist,
however, remains to be seen.
Well, things have changed. Until 2009 the central bank operated only at the short
end and just set the very short end and it did neither try, nor was it able in any
way, to control the yield curve. Since then we’ve moved into a new world, in which
the central bank, through quantitative easing, operates much more widely through
the yield curve, and it is possible to a degree that the central bank has more
influence on the scope of the yield curve now than it ever traditionally had in the
past. Whether that control will continue when monetary policy normalises, no one
knows.
The idea that attempts to control yields at one or more points on the yield curve are likely to
generate secondary uncertain impacts elsewhere is not a concern for MMT economists who all
agreed that the control of yields is certainly technically possible. Indeed, MMT advocate Bill
Mitchell contends that the central Bank can control yields across the spectrum but goes much
further, questioning the need of the state to issue debt under a fiat money system. Mitchell sees
the issue of debt as both an anachronism, left over from the days of fixed exchange rates and,
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importantly, an ideological tool, designed to discipline potentially profligate and inefficient
governments (although of course, it would never be expressed in those terms).
Well, it’s quite obvious that they can [control yields across the whole spectrum]
…Anybody who contests that fact doesn’t understand how the bond markets work.
So, what we’re talking about here are the yields that are current every day in the
secondary market. The central bank can control the yields in the primary issue if
their government lets them - we’ve gone from ‘Tap’ 137 systems to open option
systems now. All the central bank would need to do (if it wanted to do that) would
be to offer to take the whole auction at some low interest rate and it would get it.
Now, given the structure of the auction, in the secondary market it could do the
same thing, it can buy whatever quantity of outstanding bonds at any maturity that
it wants, including all, thereby controlling yields by pushing prices one way or the
other.
Now, should the central bank control the yields? Well, the question you should be
asking is should the government be issuing any debt? The answer to that question
is definitely not. There’s no productive reason why a national government should
issue any debt. Ultimately, given it is risk-free and a guaranteed annuity it’s just
corporate welfare, that’s all it is. The ordinary citizen benefits virtually nowhere by
the government issuing debt. A currency issuer government doesn’t need to issue
debt, so why does it? It’s a hangover from the fixed exchange rate system. What
we now know is that after the Bretton Woods system collapsed (around 1971, but
really only formally in 1973) governments continue to issue debt, and then you
occasionally saw comments saying, “Well, they’re doing that as a way to discipline
them, to keep a discipline on government.” It says more to me an element of
political ideology - there’s no financial reason.

A ‘Tap’ system means the government announces ‘some face value and coupon rate at which it would issue debt
and “turn the tap on hard enough” to meet the demand at that yield. Occasionally, given other rates of return in the
financial markets the issue would not be fully subscribed – meaning some of the net spending would be covered in
an accounting sense by central bank buying treasury bills...’ (Mitchell 2010).
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Section C questions
11. What do you understand by the term ‘heterodox economics’? Please give examples of
groups of economists you would identify as heterodox.
12. To what extent do you consider that groups of heterodox economists hold compatible or
complementary views? Please give examples.
13. To what extent do you think heterodox economics is considered as a realistic alternative
to NCM in the economics community in which you generally work?
Section C summary table
Qn.

11. Heterodox Econ.
12. Het. Complement.
13. NCM Alternative?

Frequent Response
Opposing orthodox/
PK/Marx/Sraffa/Inst etc.
20
Significant
complementarity
4
Broadly supportive
5

More inclusive/more
gps.
6
Limited
complementarity
10
Generally negative
9

Austrians incl.
4
Generally
adversarial
4
Not considered
6

No opinion
expressed
2

When asked what the term ‘heterodox economics’ meant, most noted that it implied opposition to
the orthodox; some respondents dislike the term since it presupposes defining heterodoxy against
the mainstream [Q11]. For that reason, Bill Mitchell, for example, prefers the term ‘radical
economics’. Most agree on the various groups that make up heterodoxy. All of the respondents
believe that heterodoxy includes post- Keynesians and Marxists with many also mentioning
Institutionalists and Sraffians. Anwar Shaikh added to these schools when considering the nature
of heterodoxy.
Then of course there are schools that have to do with topics more than particular
application, like the ‘patriarchy’ school, Heidi Hartmann, going back pretty far in
the feminist tradition; race, William Darity, a major figure in that, Patrick Mason.
So, there are a variety of people.
Engelbert Stockhammer’s definition was the most detailed and included a nuanced view on
behavioural economics and feminist economics.
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I’ve actually thought quite a bit on that question and I’ve been involved in some of
the debates and networks discussing this. So, I suppose I would use a distinction
that allows for dissent within the mainstream, but keep that apart from heterodox
economics. Heterodox economics would be to me the post-Keynesians, the
Marxists, the bigger part of the Institutionalists, probably two thirds of feminist
economics, most of ecological economics, and so on - but behavioural economics,
some of the more conventional labour economics of feminism would be, to me,
dissent within the mainstream.
Interestingly, although Kevin Dowd self-identifies as heterodox, economists of the Austrian school
were only considered to be heterodox by the minority of respondents and, even then, only from a
particular perspective. Vicky Chick highlighted this issue in her response.
The outlying observation is always Austrian economics. What to do with Austrian
economics? Because in so many ways, they are so much like the mainstream,
and politically they are more closely aligned to most mainstream economists than
to heterodox ones. So, why are they considered heterodox? I think it’s because
they’re really concerned with emergent properties, whereas mainstream
economics still thinks, probably - I’m not one, so I don’t know - in terms of the
mechanical analogies of their 19th century forebears, where as long as everything
is well-greased and you wind it up properly, it will go like clockwork. An Austrian
doesn’t think like that; they allow for the fact that the pieces in the puzzle interact
in unpredictable ways and by so doing, create new situations, new institutions, all
that.
However, Engelbert Stockhammer, having noted the complexity of the relationship between
Austrian economics and heterodox schools such as Marxism and post-Keynesianism, expressed
the view that for political reasons he would not consider Austrian economics as heterodox, in the
sense of including them in a ‘heterodox community’.
It’s a tricky one which I admit I haven’t thought much about. It’s probably one foot
in, one foot out [of heteroodoxy]. Logically, they are, to some extent, heterodox
economists, but I guess I’m with Fred Lee on the reason why we are using
‘heterodox economics’; as a term it is essentially as an exercise in community146

building, not just in a descriptive statement to classify approaches. I’m not that
eager to have the Austrians on board, essentially for political reasons 138, I would
not make a great effort to include them.
The majority of respondents were able to identify commonalities- such as opposition to
mainstream, rejection of methodological individualism (for groups other than Austrians) and an
acceptance of the importance of societal influence- but the majority also focused on areas of
disagreement [Q12]. Andrew Kliman used humour to stress a lack of commonality amongst
heterodox schools.
Well, I think a lot of people have enough in common to work together in certain
circumstances. Is there anything about the various heterodox groups, orientations
that facilitates that? I don’t see that. What do a Sraffian and an Austrian and a
feminist economist have in common? I guess they walked into a bar!
Kliman then noted how he tends to work outside any heterodox community. His research into
Marx’s value theory has essentially been carried out within a small network of like-minded
thinkers. Although some aspects of Marxism seem to generate interest from other heterodox
groups, notably Post-Keynesians, and tend to allow for collaborative work, research into Marx’s
value theory tends to lead to isolation.
I don’t move in circles that even discuss this issue [heterodoxy as an alternative
to the mainstream]. It was a much more live issue for me when I was in graduate
school… but really since then… I’ve done my own research…I correspond and
co-author with people with similar interests and the issue of heterodoxy as such
doesn’t come up. Pluralism in economics comes up a lot, has come up a lot, but
not heterodoxy.
Marc Lavoie highlighted that it is possible for heterodox economists from different schools to have
fruitful discussions but it is not possible to link them all by means of grand theoretical schema;
their differences are too significant.

Stockhammer’s contention that political views might determine the nature of a heterodox paradigm (rather than,
say, methodological position) is clearly somewhat controversial.
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From a methodological point of view I think if we look at the similarities, there are
enough to put them all in the group ‘heterodox economics’. On certain topics it is
possible to have very interesting discussions between, say, Schumpeterians 139
and post-Keynesians, or the Marxists and the post-Keynesians. However, I don’t
think you can put them all in some grandiose theory - there are too many different
opinions on many different topics. Certainly we can reach an agreement on some
topics, but on many others it would be very difficult. It’s the same with neoclassical
economics - they all agree on this optimisation under constraint, but besides that,
very often they don’t agree on very much.
When asked to consider the extent to which heterodox economics might be considered as a
realistic alternative to NCM in the economics community in which they generally work most of the
economists interviewed considered that–certainly for their mainstream colleagues- it was not
considered as a viable alternative or, in many cases, the heterodox alternative was not really part
of the discussion [Q13]. Roger Farmer produced memorable answer to this question; ‘in a major
university in the UK or the US, “heterodox” is an insult used to put down people who don’t agree
with you. For anyone in non-mainstream universities, it’s a badge of honour, a term used to
identify the fact that they really are guardians of the truth’.
Amongst economists who self-identify as heterodox the response was more nuanced but
nevertheless, even here, heterodoxy’s position was not viewed especially positively. Heterodox
economists generally think their approach to be marginalised or even ignored by mainstream
colleagues. Malcolm Sawyer considers that such a situation might be expected to force many
heterodox economists to move outside economics into adjacent fields to maintain their status and
influence.
…the general position is that the mainstream ignore heterodox, which is going to
make it much more difficult for heterodox economics to replicate itself, because
the people who study mainstream will not be exposed to heterodox economics.
Heterodox economists, in order to gain employment, often have to move into other
disciplines - some move into human geography, others into political science. While

Although Schumpeter’s work was only directly referred to by Marc Lavoie and Willi Semmler in my primary
research interviews, Schumpeter has been widely considered as a heterodox thinker; his concept of ‘creative
destruction’ being particularly influential within heterodoxy.
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they’re doing useful work there, they’re not in a position where they’re replicating
to the next generation, nor are they going to be able to supervise PhD students,
that sort of thing, within economics. There’s that side of it. We know there are
strong pressures from the research assessment type of exercises, the degree to
which heterodox journals are viewed in that way - that makes it that much more
difficult. Again, it’s pushing people in the direction of publishing outside economics
journals, because if they can publish in geography or political science of industrial
relations journals, they can be highly regarded journals, you get much credit for
that - but in one sense you’re publishing outside. Again, the research people are
doing can be very valuable, but it’s pushing heterodox economics out of the
meaning of economics.
Section D questions
15. Do you consider that the GFC provided significant evidence to contradict the expectations
of NCM? If so, please give examples of such evidence.
16. If you consider that it did, what effect do you believe this has had upon the hegemony of
NCM?
17. To what extent do you think that heterodoxy has the potential to become a rival to
(or even replace) NCM in future?
Section D summary table

15. GFC evidence Against NCM
16. Impact on hegemony
17. Heterodox rival

Significant evidence
20
Significant impact
1
In immediate future
0

No evidence
0
Little impact
3
Possibly but LT
7

No real impact
16
Not likely
13

When asked to consider if the GFC provided significant evidence to contradict the expectations
of NCM, all the heterodox economists agreed that it had, suggesting that the GFC had shown that
mainstream models are unfit for purpose and had displayed weak explanatory power [Q15]. The
consensus was that any policy responses which had been adopted in accordance with
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mainstream theory had been shown to be ineffective 140. However, when asked to assess the
effect of this apparent failure upon the hegemony of New Consensus Macroeconomics, the
overriding opinion was that it had not been as influential as might have been expected [Q16]. The
respondents overwhelmingly supported the idea that there had been a degree of short-term
uncertainty but mainstream economists had reacted by amending their DSGE models, such as
the addition of financial sector and other by ad hoc modifications. When considering the longerterm effect on the hegemony of NCM most heterodox economists were generally pessimistic.
On a related theme, when asked to consider the extent to which heterodoxy has the potential to
become a rival to (or even replace) New Consensus Macroeconomics in future [Q17], Marc Lavoie
bemoaned the fact that orthodox economics’ near-exclusive control of the top journals combined
with this apparent adaptability of DSGE modelling lessens heterodoxy’s chances of challenging
the hegemonic status of the mainstream.
It’s always this sociological issue in the sense that the highest ranked journals are
in the hands of the people who are, in the main, economics departments in the
US. Even a neoclassical economist who is not well-connected to this network has
a weak chance of being published in these journals, that’s the way I see it. The
other thing is that the mainstream answer criticism with, ‘well, we have introduced
some financial frictions in our DSGE models, so our models are now a lot better
than they were before 2007.’ I would even go so far as to say that they use some
of our ideas and incorporate them in their formalisation, which remains the
standard mainstream formalisation, they just make the thing a little bit more
complicated than before.
Tom Palley stressed importance of politics to the apparent ability of the mainstream to maintain
its ascendency. He believes that by constructing a system that is thought to be too costly to reject,

A disconnect between mainstream theory and the policies enacted by governments and central banks became
apparent during and immediately after the GFC. The policies advocated by mainstream economists (such as
reductions in the short-term interest rate) when followed, lacked effectiveness, forcing the authorities to look
beyond mainstream theory for alternative policies. However, from a heterodox perspective the use of more radical
policy was not extensive enough or continued for a long enough period (in particular, many governments were
unprepared to maintain the required expansionary fiscal policy stance owing to misplaced fears of the effects of
budget deficits).
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even when the results of its hegemony appear destructive, effectively, potential alternatives are
kept off the agenda.
Let me point out to you that it is very costly to move between systems. This is how
you get something that I call ‘policy lock-in’. If the costs of change are too large,
even if the system is rotten you stick with it. The neoliberals have been brilliant at
creating lock-in, and by implication, locking out social democratic possibilities. I
actually believe that’s the political frame we should use. If people talked about the
system in that way, it would be a bit of an eye-opener.
Engelbert Stockhammer noted that heterodox economists tend to cite either within their own
school or the mainstream and that this approach has a strong tendency to inhibit any integration
of insights across different heterodox schools. Unfortunately, this, in turn, lends support to the
hegemony of the mainstream in the sense that even dissenting economists use the mainstream
as a benchmark rather than considering the merits- or otherwise- of alternative heterodox thinking.
It is very clear that - and there’s interesting bibliographic research on this - it is the
case that most of these streams essentially cite within their communities and cite
the mainstream, but don’t cite a whole lot of other heterodox approaches…One of
the things that we learned from these studies is essentially that those different
heterodox traditions cite - or, using this terminology - export citations to the
mainstream, which in turn doesn’t cite them…there’s not a lot of cross-citation which is, to some extent, reinforcing the dominance of the mainstream.
However, some retained a degree of optimism and considered the hegemonic status of New
Consensus Macroeconomics would not necessarily be permanent. Willi Semmler remarked,
positively, that in his work at the IMF and World Bank, he has noticed a greater openness to
‘unconventional’ even heterodox ideas, in general. Vicky Chick expressed the view that we don’t
know what the future holds and when we look at shifts in economic thinking in the past we have
at least some grounds for optimism, especially when we combine this retrospection with an
awareness of the activities of economics students in terms of looking beyond the mainstream
towards alternatives.
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Well, I don’t know. Things are very unpredictable, as you know, and nobody
predicted, in the LSE of the 1960s, when ‘Samuelsonian’ Keynesianism was the
way everybody thought, that this would be relegated to the dustbin of history, but
it happened. It happened very gradually. We all thought, those of us with a
heterodox persuasion, that the crisis was a wonderful opportunity to make a few
inroads, but that didn’t happen either. I don’t know; I can’t actually believe that the
idiocies of most mainstream economics can go on forever, and I’m particularly
heartened (I always am) by the students, of Rethinking Economics, and
elsewhere, who know, without being told, that this is rubbish. How wonderful is
that?
However, when answering the same question, leading LSE macroeconomist Ricardo Reis gave
a critical and deeply challenging response to heterodox critics of mainstream economics. The first
element of his response was simply a statement stressing the fact that for himself (and by
implication, many mainstream economists) the everyday practice of using mainstream tools to
address economics problems is challenging enough and heterodox economics is not really in the
running in terms of gaining significant attention. He argues that it is not an ‘aversion’ to heterodoxy
that is the cause of this attitude but rather that heterodoxy is perceived as not providing the sorts
of insights that mainstream economists are looking for.
I don’t want to answer for the LSE in terms of what I encounter; it’s a big
heterogeneous institution, with many people with disparate opinions. I think your
question is to what extent do debates among schools of thought take up much
time in my day-to-day activities? A small amount. You can criticise that or not, but
that is the factual answer: a very small amount. I would like to say that that’s
because trying to figure out the economy works using my views - let’s call them
orthodox, for the sake of it - is already hard enough work, and there are already
enough puzzles and questions that one doesn’t have the time to then go and
entertain the other ones. There’s no aversion to it; I don’t think there’s any sense
in which ‘heterodox’ is used as an insult or is thought of as something ‘not worth
listening to’ in any kind of way. I think there’s a very good culture at the LSE, as
well as in many other places where I’ve taught, of listening to arguments but being
very tough on and critical of arguments, and if those arguments survive that
criticism, then they can be accepted.
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However, such a response seems contradictory; it is hard to reconcile Reis’s admission that he
spends little time considering alternative perspectives with his contention that he listens to and
debates with others with different approaches. Reis then goes on to accuse heterodoxy of tending
to look too much to the past and what thinkers (Marx, Keynes, Sraffa etc.) might have said or
meant rather than looking for insights from these thinkers which can be brought to bear directly
on current issues.
This links back to the first questions you asked me - I think there’s limited patience
for the history of economic thought in the sense of discussing how it is that we got
here and so on. There is much more interest in talking about something written a
hundred years ago that gives a new insight today to a question today. As a result,
because - fortunately or unfortunately - the encounter with some heterodox
thought comes with long enunciations of the history of heterodox thought (“What
was it that Marx or Sraffa said? What was the debate there?”) Those attract little
interest. There’s little patience for you to read to me what Chapter 3 of the General
Theory says, again. This is as opposed to you saying, “Here’s my use of Sraffian
theory to explain this current phenomenon. Here’s what’s new about what he said.”
That is very interesting.
Reis also accused heterodox economists of being prone to ‘playing the victim’ and arguing that
they don’t get the attention they deserve and feeling aggrieved about the situation.
There’s one criticism that the word ‘heterodox’ provokes. (As an aside, in no way
am I saying that this is a criticism of all heterodoxy; although I must add that
heterodox thinkers are very prone to big, broad, generalising criticisms of
orthodoxy.) A difficulty I have with heterodox thought is that there is often a
tendency towards self-victimisation. By this I mean the following: ten years ago,
with the financial crisis, many people said, “Look, in some ways orthodox
economics hasn’t quite accounted for what we saw - we should be talking about
Minsky, Sraffa, post-Keynesians, etc.” I think that my observation of reality is that
people who for years have said ‘no one listens to us’ did get at that time the centrestage. For a while, all I could hear was ‘what do the post-Keynesians think, or the
‘Minskyians’, or whatever.” They got a lot of attention. I went to a lot of conferences
where I encountered people of those views, and they said, “You didn’t listen to us;
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we had things to say, economics would have been better, circa 2005, if you had
just listened to us.” I and many of my orthodox colleagues heard that. That is great,
and the self-described ‘side that no one ever listens to” had its chance during that
time period.
Reis develops this criticism and finishes with a challenge; what new and valid insights have
heterodoxy produced in the last ten years?
Important, though, I am here to collect now. It is 2018. Heterodox economists have
had ten years of abundant funding from places like INET and others 141. They have
convinced funders in the UK and other places in the world that a new economics
is needed and thus, ‘rethinking’ research has to be funded. They have now
benefitted from the stage, from a lot of funding, and from attention. What progress
have they made in the last ten years to better understand the world, after they
have had the stage and the funding for a decade? I am frustrated when I today go
to a heterodox talk and hear almost the same as I heard in 2007 or 2008.
Heterodox colleges have had a lot of funding and a lot of ‘stage’. What have you
produced in these ten years? What have you learned in these ten years?’ If indeed
there was a lot of low-hanging fruit in thinking about the world in those ways, I
would expect there to be enormous progress. I would expect to see a summary of
heterodox thought on money -or whatever - to look very different in 2018 to 2008
on account of all the progress that’s been made. That’s what I’d like to see today;
that would be my challenge to heterodoxy. I’m not saying they are going to fail that
challenge, but that is what I’d like to see, and what frustrates me sometimes is to
still to hear, “Oh, what did Sraffa say in 19-whatever?” as opposed to, “What have
we learned in the past ten years?” I’m thoroughly happy to say “You’ve taught me
deeply” - what are those things?
I would argue that Reis’s misses the point in his answer. The important thing to note here is that
key heterodox insights pre-existed the crisis and had not been taken on board. The issue is not

Reis’s contention that heterodox economists have benefited from ‘abundant funding’ in recent years is clearly
very debatable, especially for those working outside ‘elite’ universities. I would argue that heterodoxy- although
receiving additional resources since the crisis - has not received what could reasonably be described as ‘abundant
funding’, a view confirmed by the great majority of senior heterodox economists.
141
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so much the need for novel heterodox contributions but the requirement for mainstream
economists to take both long-standing and new insights seriously. This is something I would argue
they clearly haven’t done. When Reis asks about what non-mainstream economics has delivered
in the last 10 years he is effectively avoiding the deeper question of why heterodox insights have
been marginalised both before and after the GFC.
Bill Mitchell argues that heterodoxy in general- and Post-Keynesianism specifically- failed to
deliver an oppositional theory and policy framework to the mainstream.
Then, in the post-Keynesian world, there is no real coherent macroeconomics - so
to me the only credible alternative is MMT. Obviously, because I was one of the
original developers that’s what I’m going to say, but empirically MMT is a
regenerating paradigm [or progressive scientific research program], it has strong
traction with the real world. If you think about the crisis of 2008-12, whatever years
you want to say, a lot of major policy things happened in that period which really
allowed economists to make statements, and these were extreme events - say,
quantitative easing, where we saw the balance sheets of the central bank expand
dramatically, like nothing we’ve ever seen before. Many of the mainstream
economists predicted there would be inflation emerging from that. The MMT
economists all said there wouldn’t be any inflation. Now, what happened? There
hasn’t been any inflation. We also saw fiscal deficits rise quite substantially in
many countries. The mainstream New Keynesian model predicted that interest
rates would rise and that the yields on bonds would rise; MMT economists said
the opposite. What happened? The opposite.
So, I think that in terms of major policy interventions, the mainstream has not got
it right and the MMT economists have, so the major challenge then is penetrating
that degenerate paradigm and creating conditions in which a new set of knowledge
becomes acceptable.
Section E questions (MMT advocates, Warren Mosler, L. Randall Wray, Bill Mitchell,
Martin Watts and James Juniper were not asked questions 17-22)
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18. Are you familiar with MMT’s analysis of operational reality? If you are, to what extent, if at
all, do you consider it valid?
19. Do you consider that taxation funds government spending in a functional sense (rather
than being an ex-post accounting record of destroyed, previously-issued state money)?
(i)

For countries with their own sovereign currencies operating under floating
exchange rates?

(ii)

For countries operating under fixed exchange rates or using the euro?

20. How would you describe the balance sheet effects of government spending?
21. How would you describe the nature of quantitative easing?
22. To what extent do you consider MMT’s use of a consolidated central bank and Treasury
to be a valid approach to modelling the monetary system?
23. Do you consider an Employer of Last Resort Policy to be a viable means to ensure full
employment and price stability?
24. To what extent do you consider advocates of MMT to be a legitimate but distinct group
operating within broad-church Post-Keynesianism or within heterodox economics in
general?
Section E summary table
Qn.
18. Operational reality valid
19. Taxes fund spending
20. Bal. sheet effects govt.
spending
21. QE definition
22. Treasury/CB Consolidation
23. Job Guarantee
24. PK legitimacy
25. Attitude to MMT
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Frequent Response
Generally supports
6
Accept GBC
4
Direct answer
1

Rejects
5
Distinction imp.
3
Indirect response
14

Not familiar
4
No direct ans.
8

Increase in money
3
Supports
1
Fully supports
0
Agrees
11
Generally supportive
4

Redn. in LT yields
2
Rejects
7
Rejects
10
Disagrees
2
Gen. negative
7

CB buying bds
7
Mixed
6
Mixed
3
No opinion
7
Not discussed
9

Asset swap
2
No opinion
1
No opinion
2

When asked to consider MMT’s analysis of ‘operational reality’ most respondents, in particular
those from heterodox schools, thought themselves to be reasonably familiar with this foundational
aspect of MMT and most also consider elements of it to be valid [Q18]. However, Post-Keynesians
tended to focus on the idea that MMT advocates over- stress the role of the state in the money
creation process to the neglect of private money creation or consider that the insights associated
with MMT are already there within post-Keynesianism and MMT has only given them a higher
profile. On the other hand, Tom Palley mounted a powerful critique of MMT, considering its
operational reality to be inaccurate and that MMT only has value ‘as a polemic’. Anwar Shaikh
also noted his disagreement with MMT’s approach, particularly its focus on a demand- driven
economy.
In response to the question concerning the relationship between taxation and spending,
specifically, if taxation should be conceptualized as a source of funding of government spending
or alternatively, should be viewed as an ex post record of the quantity its own spending which the
state had reclaimed in the form of taxes, the great majority of NMMT economists interviewed
agreed with the former [Q19]. Thus, their implied acceptance of the validity of the ‘government
budget constraint’ 142 (making no explicit distinction between those countries with their own fiat
currencies operating under floating exchange rates and countries operating under fixed exchange
rates or using the euro) the question requiring them to comment upon the possibility of a differing
fiscal operational reality under fixed and floating exchange rates [Q19i/ii] largely appears moot.
NMMT economists, in general, tended to approach the question requiring them to describe the
balance sheet effects of government spending on goods and services from the private sector in
a wide range of-mostly unexpected- ways [Q20]. Only Malcolm Sawyer, Marc Lavoie and Paul
Davidson answered the question directly and identified the accounting process; that the Treasury
balance at the central bank would decline and the bank holding the account of the private seller
would see its balance sheet expand. The seller would receive a bank deposit (bank liability) and
the bank would receive the same value in additional reserves in their account at the central bank
(asset). Most respondents instead dealt with issues indirectly related to the question, such as how
the spending was ‘financed’, the potential effect on the balance of payments, the influence of the
142

The logic of the government budget constraint (GBC) conceptualises the government as a currency-user, which
might finance its spending by taxation, borrowing (debt issuance) or directly issuing currency. This is in stark contrast
to MMT which sees the government as a currency-issuer who (when issuing its own fiat currency under floating
exchange rates) faces no revenue constraints in own currency.
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size of the multiplier on the size of the net effect of the government spending or the influence the
spending might have on growth, employment and inflation under different circumstances such as
capacity constraints. The interview responses were revealing of a view common to most NMMT
economists; a strong tendency to regard accounting as outside their field of interest and ultimately
that accounting does not reveal anything meaningful in the way of economic knowledge 143.
Ricardo Reis notes, in this vein,
The accounting teaches you nothing, I think, or very little. Sometimes I hear this
argument made in MMT that the accounting teaches you something very deep. I
tend to be very sceptical of that. Rarely has accounting taught me all that much
beyond the fact that things have to add up. A tougher question is what the resource
constraints are, and there’s where I find that these MMT arguments are more
relevant….
In contrast to the NMMT practitioners, Randall Wray (in common with other MMT economists)
noted the significance of understanding accounting in his interview: ‘Accounting is extremely
important’. It is, however, important to stress that this is not to say that, in of itself, accounting
reveals ‘deep truth’, however, for MMT economists, an understanding of accounting processes,
when underpinned by theoretical rigour, adds insights and ensures stock flow consistency in
analysis of real-world monetary systems.
When asked to summarize the nature of quantitative easing most interviewees found the process
hard to summarize [Q21], however they all agreed that it involved central bank purchase of
financial assets. When asked to consider the validity of MMT’s use of a consolidated central bank
and Treasury as an approach to modelling the monetary system the general view was negative,
particularly since central bank independence had become more widespread internationally [Q22].
Some economists gave a nuanced view and said there are circumstances when it is appropriate.
Charles Goodhart expressed the view-with reference to the UK- that consolidation is not the right
The observation that accounting seems of little importance to mainstream economists (and, indeed, that
mainstream economists, in particular, believe that its relatively low status as an activity means that it should not
concern them) is highlighted by Mirowski who refers to the intellectual snobbery of economists which became
apparent in their unwillingness to engage in the supposed undignified debates which were prompted by the
development of Keynesian national income accounting ‘…no economist (and especially no neoclassical economist)
would be willing to be become embroiled in the distinctly low-status controversies in the construction of the
relevant accounts, much less actually accept tutelage from accountants’ (Mirowski 1989: 309, parentheses in the
original).
143
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approach given their different capabilities and the Bank of England’s current operational
autonomy, stressing the importance of the Bank being granted operational independence in 1997.
I think that you can’t consolidate them nowadays because they are independent,
the central bank has operational independence. The central bank’s objectives will
be somewhat different to those of the government because of the constitutional
changes that have been made, so I think a degree of separation is now required.
Prior to 1997, when Gordon Brown gave operational independence to the bank of
England, I think you could argue, validly, that they could be consolidated. Now I
think you can’t.
Malcolm Sawyer outlined a different view in his response. He noted that there were circumstances
when consolidation was appropriate, using the analysis of nationalised industry as an illustrative
analogy.
I think the consolidation is ‘horses for courses’ [à la Geoff Harcourt]; it depends
what you want to do. I use the analogy of when you had nationalised industries,
are their activities…consolidated with the government or not? I think for some
purposes, like if you’re looking at the overall government accounts, then you might
well do [consolidate]. For other purposes, like if you’re wanting to look at the way
in which the nationalised industry operated and what its objectives were, and how
far did it meet what were deemed to be government objectives, then you’d make
the separation. I look at it in those terms.
He then moved on to consider the use of consolidation more generally and again noted that the
issue at hand determined the appropriateness- or otherwise- of the use of consolidation as a
pedagogical tool.
…one can envisage the central bank being privately owned (as the Bank of
England was prior to 1946). In that sense, the central bank is not inevitably part of
the state sector, and I tend to think - at least for the financing of government
expenditure - that it is better to separate them, in the sense that you can then look
at the decisions that the central bank makes in terms of providing the central
government with the ability to spend money. Now, there may be circumstances
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under which the government says to the central bank, “you must do this,” and
there will be other occasions in which the central bank has a degree of
independence in its relationship with the central government, in the sense that if
the central bank is in the position where it says, “I’m not going to provide this
money for you.” If one’s looking at the overall balance sheet of the public sector,
and you’re interested in issues like seigniorage, then there’s a case for
consolidating it…. I would do the consolidation as part of the question I’m looking
at.
This viewpoint was echoed by Vicky Chick; she also stressed that it was circumstances that
determined the applicability of consolidation rather than ‘absolute principle’.
These sorts of questions are not answerable in absolute principle - they’re
conditional on the question you’re asking. If you’re trying to answer, for example,
‘How does this affect the balance sheets?”, I started off by talking about the
Treasury issuing securities and the Fed buying them up, or the banks buying them
up, come to that. If I wanted to look at it from another point of view, I would ask,
“How much of this money to fund the submarine was high-powered money issued
by the Fed, and how much of it was ordinary money issued by the banking
system?” For that, I would not want to amalgamate the Treasury and the central
bank because the whole answer to the question concerns the relationship between
them! It’s obvious, isn’t it?!
But I can imagine other sorts of questions like, for example, ‘should the securities
bought up by the Bank of England under quantitative easing be considered part of
the national debt or not?’ Well, there it might be a rather good idea to consolidate
the two, because you could say, “Well, no one’s ever going to pay it back, it’s just
going to sit there - and therefore it’s a dead issue from the point of view of paying
it back and it should be wiped off the government debt.” That, effectively, is
consolidating the two institutions for that purpose.
Marc Lavoie also expressed an ambivalence towards consolidation. He also considers that
consolidation is not actually required when MMT is used to explain the operation of the monetary
system.
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Well, with the consolidation, I’d see it as a ‘Level Two MMT’ 144 framework, so it
can be useful. Wynne Godley and I have consolidated the central bank and
government in one of the chapters of our book, so certainly it can be done. For
some purposes it’s useful, but I think to explain money creation, to explain the
relationship between the government and the central bank, I think it is better not
to consolidate. That’s my view; from someone who has done economics before, I
think it creates more confusion than it helps, but consolidation is not something
that is necessary for MMT.
The responses of NMMT economists illustrated very little support for MMT’s advocacy of a Job
Guarantee or Employer of Last Resort policy [Q23]. Some economists pointed to its merits as a
means to improve employment but, in general, they concentrated on the negatives. Andrew
Kliman noted its apparent close relationship to the ‘workfare’ policy used in the USA.
I think any policy of that sort that would really do any good would not be workable.
You can do it, but it would be like some kind of ‘workfare’ policy, some kind of
incomes policy, with a requirement that people work. If they’re not producing things
that are considered desirable in terms of profit maximisation criteria… you can put
them to work. You can also give them just income, and then the questions become
is it enough to live on… To my mind, it’s a disguised form of welfare policy, or what
we call in the United States, ‘workfare’ policy.
No NMMT economist considered it to be a reliable means of ensuring price stability. Tom Palley
noted its advantages but then produced a well-developed critique, emphasising what he sees as
its economic and political drawbacks. His analysis was clearly heavily dependent upon his general
negative view of MMT.
It has some advantages to it, some theoretical macroeconomic advantages. It
does create a particular type of full employment. It does have good counter-

144

Lavoie considers ‘there are two kinds of MMT levels. They have the story for the sophisticated reader, ‘Level One’
- which is exactly right, I would say - which is not as simple as the one they have for the secondary level, ‘Level Two’,
which is designated for the blog-reader.’
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cyclical stabilisation properties. It does, possibly, maintain worker skills, to the
extent that people still work. And we do get some benefit from output that’s
produced in those jobs.
However, there are a lot of very significant disadvantages to it. One disadvantage
is if you think…that government is financially…it may imply that you’ll have to give
up on other priorities you may want...There are microeconomic issues. It does
raise some minimum wage issues - if the employer of last resort job yields higher
utility than a private sector job, you’re going to have people drifting into the
employer of last resort employment, and in that case the private sector may raise
its ‘pay package’, whatever you want to call it, potentially creating minimum wage
employment problems.
Above all, what I am most concerned about are its political economy aspects…it
is incredibly easy to see this becoming an attack on private sector employment
and private sector unions. ELR workers are supposedly doing valuable work. It’s
going to be a very, very small jump to use that as a front to lower public sector pay
and to break up public sector unions. And I think that would have disastrous
consequences for…income distribution……We are living in a political age when
government is under attack and quite unpopular. It’s very easy to see these types
of jobs becoming food for attacking government. To be truly productive, you need
management skill and it’s not at all clear the public sector has sufficient adequate
management skill to manage this type of temporary work, which is the most difficult
type possible.
Anwar Shaikh also sees a JG as a good progressive idea but highlights a key weakness, from his
perspective, that of failing to address the issue of profitability.
Well, as a progressive I think it’s a wonderful idea, the idea that the state can
provide an offset to the unemployment created by capitalism - but, I have to say
as it is structured now as a Post-Keynesian, MMT framework, it won’t work. It won’t
work because it misses some very key points. First of all, the MMT framework - at
least, this particular framework - doesn’t address the impact on profitability. We
know that Roosevelt created effectively an employer of last resort through a variety
162

of devices to provide employment at a time when, politically, the system was on
the brink of blowing up. He absorbed some of this massive pool of unemployed
with activities and so on. We also know that capitalists came to him and said,
“What the hell are you doing?! You’re teaching these people that they don’t have
to rely on us. That means that we don’t have control over their wages and we don’t
control our profitability.” He stopped doing it for a year, until it caused more
problems, unemployment went back up.
Although he considers that a JG could deliver full employment, Roger Farmer is unconvinced that
the JG would be either an efficient means to do so or would deliver price stability. ‘I’m certain it
could be a successful means of ensuring full employment, we saw that in…the Soviet Union. I
don’t think it was very efficient – the state allocating people to jobs is not my ideal society. Also, I
don’t think you would automatically get price stability out of that’. Malcolm Sawyer also believes
that a JG would not provide a successful means to control inflation, ‘It neglects, for example,
global inflation, or the degree to which inflation is not linked to the size of the buffer stock. Now, if
there’s a very close relationship between workers’ bargaining power and employment, or
employment in the private sector, then that would still operate - but if insofar as there is cost-push
inflation, or global inflation, then its ability to act as a price anchor would be hampered’.
The majority of heterodox economists answered affirmatively when asked if advocates of MMT
should be viewed as a legitimate but distinct group operating within broad- church PostKeynesianism [Q24]; the stand out exception being its most outspoken critic, Tom Palley who
considers MMT to lack theoretical significance. Some felt they knew too little about MMT to
comment, in particular mainstream economists Roger Farmer and Ricardo Reis.
When asked to comment upon their perception of the general attitude towards MMT in the
economics community in which they generally work, responses varied significantly [Q25]. Some
interviewees described the attitude towards MMT as positive, a larger group considered it to be
negative, however, the most common response related that it was not even a focus of discussion
(this view was particularly prevalent outside post-Keynesianism).
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Section F questions
26. How would you describe your approach to methodology?
27. Do you consider an explicit consideration of methodology to be an important aspect of
your work?
28. Do you consider pluralism in economics to be valuable?
29. To what extent do you consider that a heterodox paradigm exists?
30. What role, if any, do you consider MMT might have to play in the practice of heterodox
economics?
Section F summary table
Qn.
26. Approach to
methodology
27. Importance of
methodology
28. Pluralism
29. Heterodox
paradigm
30. MMT role in
paradigm
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Eclecticism/pluralist

Empirical

Realist

9

4

3

Explicit
7

Implicit
11

Not imp.
2

Very important
17
Exists now
2

Can go too far
2
Poss.in future
6

No opinion
1
Not poss.
8

Major role

Minor role

No role

5

3

4

Meth.
Individualism/eqm.
3

No direct answer
4
No Opinion/no
paradigm
8

Not explicit
1

When asked to describe their approach to methodology and if they regard an explicit
consideration of methodology as a key element of their work heterodox respondents across all
schools expressed widely differing views [Q26]. Such diversity reflects the breadth of interests of
heterodox economists. For example, within post-Keynesianism Vicky Chick and Geoff Harcourt
support methodological pluralism and consider an explicit consideration of methodology to be
critical. In contrast, Paul Davidson and Malcolm Sawyer both support ‘empirically-grounded’
theorizing, but view their approach to methodology to be implicit rather something they emphasize
[Q27]. MMT advocates stressed the importance of institutions and stock flow consistency but, in
common with post-Keynesians, they vary in terms of the importance they place upon
methodology. Mainstream economists Roger Farmer and Ricardo Reis stressed the significance
of methodological individualism and regard an explicit consideration to be fundamental to their
work. Interestingly, Marc Lavoie took a ‘middle way’, noting that methodology ought to be the
focus of some economists but by no means all (i.e. in any community of economists some would
concentrate on methodological issues but others would focus on a range of substantive
questions). This, he believes will allow economists to specialise on areas of interest and expertise.
My view is that it’s good that some people think about methodology, but most of
the others should be actually doing something, doing empirical research or doing
political economy, doing modelling if they want, doing stock-flow consistent
models or agent-based modelling- so I’m quite eclectic in the sense that I think
everybody should do what they feel most at ease with. I think that we should have
people doing different things.
The great majority of respondents considered pluralism to be valuable in economics [Q28]; Geoff
Harcourt made a simple yet powerful statement: ‘Of course. As a liberal educator, how could you
think otherwise?’ Tim Congdon stressed the benefits of open-mindedness in his response. ‘I’m
very much a pluralist. I think that in understanding whether particular ideas work, one needs as
much heterodox flexibility as possible. One shouldn’t be in the least bit afraid to introduce ideas,
analogies, concepts and so on, from all the other social sciences’. Martin Watts also supported
pluralism in his interview; he particularly referred to the benefits of pluralism with regard to
teaching and how students’ learning would be enhanced by exposure to a plurality of views, ‘…if
you teach a good pluralist course - and there are arguments as to when you should start that, by
the way; say well into the first year, or later - then the students who graduate understand
orthodoxy better, and equally they understand some different sets of views.
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Wray was of the same mind and broadened out the question; stressing the need for economists
to take account of the insights which follow from an understanding of other social sciences. ‘It’s
essential. At the very best, economics can only tackle very small sphere of society, and any
particular branch of economics is only going to get an even smaller part of that. So, you have to
be pluralistic, both in terms of economic approaches, but also the social sciences’ and humanities’
approaches outside economics’. James Juniper built on this theme in his response. He referred
to methodological, ontological and theoretical pluralism and noted, ’I suppose I think it’s really
important for economists to collaborate with people from other disciplines, including sociology,
philosophy, some of the arts, humanities, engineering and physics. So, that aspect of pluralism is
I think of crucial importance. But it’s much broader than just having different economic theories’.
Marc Lavoie referred to two different forms of pluralism and considered that an economist can be
pluralist in one way but the requirement to specialise in order in to develop a depth of
understanding of a subject might be expected to preclude embracing both forms.
I think I’ve tried to touch many different topics and subjects, so there’s only so
much I can read. I think one can be pluralist as in touching many different schools
of thought and different authors only if you are highly specialised in a given field.
If I only do monetary economics, I can afford to read the French institutionalists or
people like Ingham, the people in sociology, but if you’re touching two different
fields, then it’s almost impossible to be fully pluralistic as one would like to be. So,
either you’re pluralistic in the sense that you’re looking at different fields, or you’re
pluralistic in the sense that you’re looking at all of the different schools of thought
and viewpoints outside economics from sociology, psychology and so on, that
touch a single topic, which would be money.
However, support for pluralism was not universal. New Keynesian, Ricardo Reis stressed the
importance of rejecting theories which had proved less than fruitful in generating meaningful
knowledge 145, leaning more towards focusing on a dominant approach -which would be implicitly
assumed to be superior.

It must be acknowledged that what makes knowledge ‘meaningful’ is clearly subjective and depends upon
presuppositions of the researcher.
145
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Are we too pluralist, in that we entertain too many theories, many of which are just
not that useful, everything that’s useful about them is already incorporated? Or are
we on the other side, not pluralist enough, we use on too much and don’t consider
enough of the others? …I worry a little more on, when was the last economic
school that died? Tell me that. I’m not a great student of history, but when was the
last one that died, that said, “There’s nothing left here to learn?” There are so few
instances of this that I worry that we’re too pluralist. I know this is going to be a
controversial, idiosyncratic answer, but I actually think we’re too pluralist, not too
little pluralist.
However, ‘radical’ economist Bill Mitchell also expressed reservations about embracing pluralism,
particularly if such a position is based on a mistaken view that every approach deserves to be put
on an equal footing, including those that have proved to be incapable of producing meaningful
knowledge. Instead, he favours developing a single approach, in his case MMT, which has itself
been built up by the detailed consideration of multiple influences and has stood up to rigorous
scrutiny.
If pluralism means that everything is equally privileged then I don’t think that’s
correct. I wrote a blog post about it the other day and you can take any quotes
from that. My view on pluralism is that MMT is a pluralistic body of thought because
it brings in diverse influences, including sociology, anthropology, history, economic
history, mathematics, philosophy, economic theory - that’s pluralistic. I don’t
believe in this sort of ‘progressive’ pluralism in economics where you say that
mainstream economics has got privilege with non-mainstream. I think if
something’s wrong, it’s wrong, forget it. It’s not relevant. That’s my view on
pluralism.
Perhaps the most challenging question asked was, ‘to what extent do you consider that a
heterodox paradigm exists?’ This caused most of the interviewees to pause and reflect [Q29].
Kevin Dowd, after due consideration, noted that the term ‘paradigm’ implies consensus and
considers, in a sense, the idea of multiple paradigms to be oxymoronic.
What is a paradigm? A paradigm is a framework of thinking. It’s to presuppose
that there’s a unity in these that isn’t there. Maybe the word the ‘paradigm’ is not
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right - if we go from a Kuhnian perspective, a paradigm was a generally accepted
way of thinking. Once you’ve started talking about multiple paradigms then you’ve
lost all that and you’re just talking about individual points of view, some of which
could be held by thousands and others held by one person. So, the paradigm idea
implies dominance of view, like a consensus.
Thomas Palley’s answer built on this theme. He believes in the importance of pluralism to the
methodological foundation of a heterodox paradigm, which for Palley is unified as a disciplinary
matrix by an acceptance of Keynes’s principle of aggregate demand as the key determinant of
output.
A heterodox paradigm will, in a way, be methodologically defined. It will be a
commitment to pluralism. That, in essence, is it. And more than that, for me,
Keynes’ principle of aggregate demand-determined output is essential. That
defines a way of looking at the world and is paradigmatic…. I think Keynes is the
spine of the paradigm. But Keynes said a lot of things that were correct, some
things that were incorrect, and a lot of things that just weren’t on the table at all.
That’s how I look at it - a pluralistic, Keynesian, macroeconomic paradigm.
Anwar Shaikh outlined a deferent perspective in his response to the question. Rather than
focusing on a heterodox paradigm with a Keynesian demand- driven ‘spine’, he believes that at
least two specific paradigms or, to use a term he prefers, ‘coherent frameworks’ can be identified
within heterodoxy. He believes that a ‘Kaleckian paradigm’ exists and its characteristic features
distinguish it from neoclassical economics.
I think, if you look at the Kaleckian tradition, it has certain intrinsic feature which
constitute a paradigm: the whole ideas of monopoly, mark-up pricing, workers
determine nominal wages, inflation comes from the bottom up. Those are
characteristic features. The idea of the paradox of thrift - these are built into that
framework. So, would you call it a paradigm or a coherent framework? I think it’s
a coherent framework. And it stands distinct from neoclassical economics.
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However, Shaikh also contends that another paradigm, distinct from both the neoclassical and
Kaleckian frameworks can be specified. He describes this as the ‘classical Sraffian Marxian
framework’ and specifies its distinguishing features.
It also stands distinct from what might be called the ‘classical Sraffian Marxian
framework’, which focuses on profitability, on competitive pricing, on the idea that
the wage is determined by a struggle between workers, and capitalists and is
therefore not given by the monopoly power of capitalists - and in fact doesn’t even
rely on monopoly power. I am closer to that line, because I believe there is a
coherent framework which is not post- Keynesian in that [Kaleckian] sense….the
classical element, and the dominance of profitability over our lives in finance, in
employment, in macro and micro - this for me is a very important thing, and that I
consider it to be a different school, paradigm, different from neoclassical, and
different from the dominant schools of heterodox economics.
Willi Semmler believes there is a realistic possibility that a heterodox paradigm might develop but
he is by no means confident; a view which reflects his general belief that the presence of
uncertainty makes prediction problematic. ‘There could be a framework or paradigm to allow
work…in progressive economics, I’m not sure, but there is a chance, a good chance, especially
after the crisis’. Malcolm Sawyer’s response reflected his view that the emergence of a heterodox
paradigm is unlikely. However, he remains optimistic about the emergence of more closely
integrated heterodox community, who communicate effectively in way which allows alternative
ideas to be understood across a range of heterodox schools.
…I don’t think we’ll ever arrive at a situation where we’ve got a single theoretical
paradigm... Instead, it will have to be developed or amended to reflect a range of
perspectives…I’m struck by the sense in which there’s quite a range of people
within the post-Keynesian, Kaleckian, Marxian traditions who are at least able to
speak to each other. I think there are some aspects where they don’t - for example,
theories of value - so there are kind of subgroups within that…one can identify
what the contributions of different disciplines are, and broadly speaking what the
views of post-Keynesians are, and what the views of Marxians are - and they were
different. But I think people talking to each other and appreciating what the other
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groups are doing, is key. I think about communication at that level, rather than
thinking there’s some sort of overarching common paradigm we can all adhere to.
This general view was shared by Engelbert Stockhammer; again, he sees both the realistic
possibility of the growth of a heterodox community made up of economists from different
heterodox schools sharing concerns in common –and working fruitfully together - but cannot
visualise the way that the differences between various groups will be resolved at a deep enough
level for an inclusive ‘paradigm’. This is not saying, in Stockhammer’s view, that heterodox
economists should not strive towards a ‘unified research agenda’. He believes strongly in the
need for some sort of united front against orthodoxy’ is needed as, in his opinion, individual
heterodox schools on their own are too small to impact upon the hegemonic position of the
mainstream.
A heterodox paradigm, I’m not quite sure on, in the sense that a paradigm has to
have a certain set of core propositions. I’m all for building a heterodox community
with the aim of developing some future paradigm that is broad, but how exactly
you

get

the

feminist

labour

economists

and

the

post-Keynesians

macroeconomists, the innovation economists, the evolutionary economists
together I do not know…In terms of my understanding of the social dynamics, of
the organisational dynamics of research, I’m not sure whether the heterodox
community will necessarily give rise to a heterodox paradigm - but that’s not a
reason not to build the heterodox community... Fred Lee, I think, ultimately had a
political notion of heterodox economics, and that, to me, is very important. It’s
interesting, theoretically, to think about getting a unified heterodox paradigm, but
ultimately we need to get to the stage where we can influence politics and policies.
That may not require the unified paradigm, but it probably will require more
cooperation among different non-mainstream economists, because alone we’re
too small.
Tom Palley considered the significance of politics as a driver for a heterodox paradigm
Well, there is potential but it’s going to be politically driven. It’s going to be politics
that forces through change, and it’s going to depend on the character of our
politicians. What are the arguments that they’re going to accept? That’s going to
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be very hard. This is where elite universities play a critical blocking role. They
make sure that everybody comes back to them for their appointees, for their
advice.
Clearly MMT economists consider that MMT should play a major role in the practice of economics,
both Randall Wray and James Juniper see MMT as contributing to a heterodox paradigm or
community, however, Bill Mitchell sees MMT as a stand-alone school distinct from heterodoxy
(despite its heterodox roots). But what of NMMT economists? Mainstream economists felt they
know too little to contribute a meaningful answer (which again contradicts Reis’s assertion that he
and his mainstream colleagues are open to novel ideas and willing to debate with the advocates
of new alternative approaches). In contrast, the responses of heterodox economists varied, some
suggesting it should have a role – although the general view was that its role should not be a
major one [Q30]. Vicky Chick’s response typified this view. ‘Well, I think it [MMT] is a minor gloss
on something which is already well known. That’s my view, and I think I’ve summed it up by saying
I wish post-Keynesians had thought to make that point’.
Others were less enthusiastic; Engelbert Stockhammer sees MMT as having the capacity to
contribute to heterodox thinking but highlights the fact that, for him, its advocates are lacking a
cooperative mind set and this might prevent this potential from being actualised.: ‘And yes, MMT
has a role in there - however, it’s not obvious to me that they’re natural team players, I should
say’. Tom Palley’s response was the most antagonistic and he reiterated his earlier view that
MMT offers little or nothing in terms of a theoretical contribution to heterodoxy and is only useful
as a polemic.
MMT has a fundamentally different conception of capitalism, in the following way.
They think all that is needed to ensure full employment (and I assume we’re also
talking about prosperous full employment, not Cuban-style or former Eastern Bloc
full employment) is a government with a printing press. I do not believe that is the
case. I believe you’ve got to fundamentally get in and change the institutions of
capitalism, get the ‘right’ income distribution, have the right financial regulation. If
you do those sort of structural interventions, and then use fiscal policy (including
the power of the printing press to support fiscal policy on occasion) then you can
have full employment. None of that is present in their discourse. I expect them to
add it in a few years - but the more that they add, the more that they fall back into
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standard Keynesianism, which makes them analytically redundant. All that they
are, when reduced down to it, is polemic: useful polemic, but still just polemic.
Several economists considered that heterodox economics itself is so disparate that the question
itself was effectively a moot one; each school within the tradition is too separate to be considered
as contributing to a greater whole. From an MMT perspective, Bill Mitchell’s response typifies this
view.
I think heterodox economics has become so fractured and lacking in focus and
substance that it’s almost become irrelevant. As to MMT, MMT is MMT. I think
we’ve built a body of work that’s an identifiable school of thought. I don’t think
there’s any identifiable school of thought you can call heterodox. Remember, we’re
talking macro theory - MMT is a macro theory. That’s the way I look at it. I think
it’s a coherent body of thought. It’s come out of the heterodox tradition, but I don’t
think of it as a heterodox approach.
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6.3 Conclusion
When analysing the responses, I was struck by the widespread agreement which emerges when
economists – both heterodox and orthodox - reflect on some issues. Almost total consensus was
clear when the views expressed on the endogenous nature of money and an essential description
of banking were considered; all respondents acknowledge that banks should not be viewed as
pure intermediaries but rather as having the power to create money through lending.
The most obvious area of broad agreement was apparent when heterodox economists were
asked to consider the effect of the GFC upon New Consensus Macroeconomics. All agreed that
the GFC has shown both its theoretical deficiencies and policy inadequacies. They all concurred
that the effect of the GFC upon the hegemony of New Consensus Macroeconomics had been
less than might have been expected if mainstream economists had behaved in the way that they
say they do; that of accepting the validity of the ‘acid-test’ of empirical testing of their predictions.
It is important to also stress the potential importance of what is not observed; all heterodox
economists –and even the mainstream respondents- considered that New Consensus
Macroeconomics economists had not responded by seeking alternative theories (as their
purported deductive methodology suggests they should) but, in contrast have merely introduced
ad hoc modifications or immunising stratagems to maintain their hegemonic position. Heterodox
economists all agreed that the marginalisation of realistic alternatives had made this defensive
strategy feasible. As noted above, the insular and self-referential approach of economists within
New Consensus Macroeconomics was further illustrated by the response rates to my requests
for interviews. Therefore, I would argue that the results of my primary research programme
strongly confirm my initial hypothesis that the absence of academic freedom has insulated New
Consensus Macroeconomics from heterodox criticism, in turn, allowing a ubiquitous formal
mathematical deductivist methodology to persist and the mainstream paradigm to maintain its
hegemonic status in the face of significant contradictory evidence.
However, wide differences in interests, key focus, attitudes to mathematics and history were clear
when the section A [Q1-5] responses were analysed. A heterogeneity of opinions was also clear
when section B [Q6-10] responses were considered, in particular respondents’ views on state and
credit theories of money and the ability and appropriateness of central bank control or influence
the long-term risk-free yield curve.
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Despite the fact that general agreement exists concerning the identification of the groups that
make up heterodox economics, notable differences emerged when the respondents considered
the balance between complementarity and disagreement between groups. However, when
assessing the environment in which they work, in general, all heterodox economists considered
that their mainstream colleagues do not see heterodoxy as a potent alternative to orthodoxy.
The responses showed that, outside Post-Keynesianism, knowledge of MMT is limited. Inside
Post-Keynesianism a degree of sympathy exists amongst some economists who see it as adding
insight to their analysis. However, this support is tempered in several ways; first by the commonlyheld view that MMT merely adds import to aspects which are already present in postKeynesianism, second by its alleged over-emphasis upon the state in its analysis of money
creation and third, by the belief that MMT’s support of a job guarantee is misguided. For some
Post-Keynesians, led by Thomas Palley, MMT has nothing to offer other than acting as a possible
means to generate interest in the need for a change in policy direction.
The rich heterogeneity of opinions held by all respondents, both heterodox and orthodox,
concerning methodology and its importance, was clear. This was exemplified by the responses
of leading MMT advocates and indicative of intra-school differences in attitudes to methodology.
The responses to my questions in my first round of interviews also highlighted a phenomenon of
interest; specifically, the wide range of opinions expressed concerning the nature of a possible
heterodox paradigm and its feasibility. A significant number (though not all) 146 of the heterodox
economists I interviewed feel that there is sufficient complementarity amongst heterodox schools
to underpin the work of a community capable of effective collaboration. The idea that this
‘communal identity’ might contain the potential for future work within a common paradigm received
less support (see below). 147
I might simplify the range of responses into three broad groups. First, those who see the future of
heterodoxy as being characterised by economists working in generally distinct schools, largely in
intellectual isolation from each other, particularly in matters of theory. Second, those who

Of sixteen economists who self-identify as heterodox, only fourteen answered the question directly and eleven
saw sufficient complementarity for a heterodox community to function effectively and produce valuable
collaborative research.
147
Even the six positive responses to this question were highly nuanced (see Appendix 5).
146
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conceptualise heterodoxy as made up of heterodox economists working within a community;
schools are still distinct but commonalties are stressed and collaboration is seen as both possible
and desirable. Third, those who ‘go further’ and see definite scope for a heterodox paradigm
where, although schools may remain distinct, they are linked by common methodology or, more
specifically, a shared ontological vision, such as the rejection of methodological individualism 148
and the acceptance of the ‘under-labouring’ of critical realism. Such economists would self-identify
more strongly both as heterodox and as belonging to their own school and would be more inclined
and more able to collaborate with heterodox economists of other schools. In addition, they might
be expected to consider the work of other heterodox economists outside their own school and
cite other heterodox groups in their work.
The extent to which heterodox economists fall into the third category is clearly significant for my
research; of sixteen interviewees, six saw a potential positive role for a methodology-based
heterodox paradigm, eight thought it very unlikely that a such a paradigm might exist or be a
valuable feature of the economics profession and four either failed to answer the question directly
or expressed a measure of uncertainty as to the future existence or viability of such a paradigm.
The word paradigm can be interpreted in different ways 149 and means different things to different
people and this question provided both a challenge to respondents in deciding on an appropriate
response and to me in terms of formulating an accurate interpretation of those responses.
Critical realists point out that the production of an explanation of one phenomenon or group of
phenomena is likely to prompt further study at a greater depth – a researcher may delve deeper
in an attempt at ‘explaining the explanation’ (Lawson (1997). Providing an explanation of the
continued hegemony of mainstream economics does not give a comprehensive understanding of
the sociology of the economics profession and I argue that further research is required in order to
provide a deeper clarification of its nature.

Accepting such a criterion would clearly mean the exclusion Austrian School economics from a heterodox
paradigm; see Lawson (1997).
149
For example, ‘a typical example or pattern of something; a pattern or model’ or a ‘socially determined structure
underlying a mode of scientific behaviour’ (Oxford English dictionary). I deliberately gave the interviewees scope to
define the term ‘paradigm’ as they chose (see Appendix 5).
148
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Given the research-related problems I outlined in section 5, my conclusions are necessarily
tentative and so, in turn, I consider that additional research will provide valuable evidence which
will contribute to making a more empirically- grounded assessment of the potential for meaningful
economic knowledge to be developed through a methodology-based heterodox paradigm,
(including work within the Post -Keynesian, MMT and Marxist traditions) and the extent to which
(if any) such a paradigm might be considered as having the potential to constitute an alternative
to the hegemonic NCM approach (as discussed in chapter four).
In order to carry out this further research I utilise a round two (R2) questionnaire in my second
primary research programme. My approach to research is the same as that used in round one
(R1) and I use qualitative research made up of semi-structured interviews 150 (see Appendix 2).
For consistency, I will assess the extent of consensus on the same range of issues I focused on
R1 but in R2 I will add additional focus on methodological issues. I again argue that the results of
qualitative research in interviews can be generalised through analytic generalisation. I will
continue to adopt purposive or judgement sampling; I consider that respondents who identify as
specialising in methodological issues and, where possible, are also leading proponents of
particular heterodox schools of thought are those whose knowledge and ‘lived experience’ might
be expected to provide the most valuable information. It is important to reiterate that my chosen
form of sampling is appropriate when the number of primary data sources is limited. There are
relatively few eminent practitioners who have devoted a large proportion of their careers to the
study of methodological issues within economics the majority of whom are established
economists in particular heterodox traditions, specifically, Post-Keynesianism, MMT, Marxism,
Sraffianism and (old) Institutionalism.
My chosen sample reflects the importance of critical realism to my research and I invited four
leading exponents in the field; Sheila Dow (also an eminent Post-Keynesian), Tony Lawson,
Jamie Morgan all accepted the invitation and I received one rejection. I invited three Sraffian and
Marxist scholars who specialize in methodology; Gary Mongiovi and Jonathan Joseph accepted
their invitations and I received one rejection. Post-Keynesians, John Smithin and Steve Keen,
(who also expresses support for complexity economics) agreed to be interviewed, as did Scott
Ferguson from MMT and Geoff Hodgson from Institutionalism. I invited five specialists on the

My questionnaire will remain largely the same for both rounds for the purposes of consistency. However, given
the expertise and experience of my round two interviewees, my introductory methodology questions [R1Q3] and
[R1Q26-30] are replaced by a more extensive section of questions on methodological approach [R2Q26-35].
150
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behaviour of economists and methodology of economics and received acceptances from David
Colander and Ioana Negru and three rejections.
A complete list of those economists who accepted my invitation to be interviewed, with
biographies, is shown in Appendix 3. The dates of interviews and techniques used (face-to-face
or ‘Skype’ 151) are shown in Appendix 4. Transcriptions of the interviews are shown in Appendix 5.
I provide an analysis of the patterns of response in chapter seven.

151

Gary Mongiovi preferred to answer the questions by email.
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7 Round Two Primary Research Summary and Analysis
7.1 Response rate summary
The response of economists specialising in methodology was very good; of 16 requests for
interviews in round two (R2), I received eleven acceptances, three offers were declined and only
two requests received no response. This response rate compares very favourably to that of round
one (R1). Although, of necessity, the sample size is small it seems that methodology specialists
are more prepared to give up their time than mainstream (NCM) economists. This comes as no
surprise since methodology specialists might be expected to have lower public profiles than
leading mainstream economists and might even be described as ‘heterodox by nature.’
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7.2 Analysis of responses
Section A questions
1. Which field(s) of economics do you consider to be your specialism?
2. What do you consider to be the main issues relating to your field?
3. To what extent, if at all, does history have a role to play in your work?
4. How important is the use of mathematics to your practice? If its application is important,
how do you use it?
Section A summary table
Qn.
1. Field
2. Issues
3. History
4. Maths

Frequent Responses
Methodology/philosophy
8
Social ontology
6
Fundamentally important
9
Not Important/not used
2

History Ec. thought
3
Nature of Money
5
Important
2
Used wrongly in
mainstream
3

Money and finance
3

Marxist theory
2

Useful in some
cases
3

overemphasised
3

All of the interviewees work or have worked in a university economics department and have taught
both undergraduates and postgraduates [Q13]. In addition to methodology, the history of
economic thought and money and finance were major areas of focus for the respondents [Q1].
A wider range of issues were suggested as being important than was the case in R1; the nature
of social reality, the ontology of money, methodological criticism and the potential impact of
complexity economics were prevalent amongst the responses [Q2]. All the economists
interviewed regard history as very important [Q3]. Jamie Morgan notes, ’history is extremely
important, because if you want to understand how things are, and how things might be in the
future (without necessarily thinking you can predict them) you have to have some concept of how
things have been’. David Colander also stressed the significance of history, ‘Well, history is
fundamentally important because economics is about ideas, not about specific models; to
understand the way models relate to ideas, you have to understand the history, so it’s central. ‘
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The great majority of interviewees responded that mathematics is useful in their work but the
overriding opinion expressed was that the mainstream economics profession has placed too
much emphasis upon mathematics (in particular, mathematical modelling) and, unfortunately, the
mathematics it uses is not fit for the purpose to which it has been applied [Q4] 152. The latter view
is typified by Steve Keen’s response,
It’s essential, but it’s not the maths neo-classicals use…The sort of mathematics I
do is non-linear differential equations. That’s an area of complex systems…once
you have a three-dimensional (or more) non-linear system, you get the potential
for complex behaviour and what’s called ‘non-ergodic behaviour’ 153. This is one
area that, again, poorly-informed critics of mathematics and deeply poorlyinformed mathematical neo-classical economists don’t understand -…you can get
non-ergodic behaviour out of a deterministic system…So in the mathematics I do,
basically, history matters, and you can get…a sense of dependence on initial
conditions - if you start from a particular point and go forward in the time-space of
a complex system, that can be completely different just starting from a fractionally
different initial condition, because of what’s called bifurcations driving from one
point to another. That’s an essential part of my approach, but it makes me
completely different to the neo-classicals, who impose equilibrium on everything
(parentheses in the original).
Several interviewees argue that mainstream economists rely on mathematical modelling to the
exclusion of other approaches and even when such models bring insight they cannot capture the
whole picture, a view summarised by Sheila Dow, ‘I have problems with the approach of
mainstream economics which always goes back to the requirement to have mathematical model
and to treat that as the whole argument. That’s what I really find problematic.’ Another criticism is
that mainstream economists conflate ‘proving’ a relationship in a mathematical model and
‘proving’ the relationship in the world; a point noted by Gary Mongiovi, ‘In an economic model, the
results are front-loaded: they always depend on the assumptions you make about behaviour and
about what technological and institutional constraints are operative. A good model provides
Mearman et al. (2019: 8) note the somewhat paradoxical situation that many mainstream economists
themselves argue that their own practice has become over-mathematised.
153
“The definition of ‘ergodic’, technically, is that the time-path of a system is the same as its space-path. Now, when
you have a complex, three-dimensional (or more) system, the time path and the space path are different. What that
means is that history matters, whereas in an ergodic system history doesn’t matter” (Steve Keen R2 interview).
152
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insight into how the world works; but the model and the economy are not the same thing’ 154. Tony
Lawson goes further in his criticism of mathematical modelling, “Mathematical modelling of the
sort used by economists, I think, is mostly irrelevant, it probably has no role at all. I’m a pluralist
so I always say, ‘let’s include it in the toolbox, just in case’ but I’ve never found that any insight
has come from the use of a mathematical model in economics”.
The most comprehensive and damning indictment of mainstream use of mathematics was
provided by Jamie Morgan, who in addition to criticising the mainstream’s use of maths, notes
how (from his perspective, supposed) mathematical competence can be used as a ‘screening
device’ and (wrongly) exclude some practitioners from the discipline,
I have an interest in analytical statistics, in the sense that they’re extremely
influential in the world in terms of policy; people say things like, “Because of this
coefficient we should do that kind of thing.” Often those things are entirely
spurious, arbitrary…but at the same time extremely influential and powerful in the
world, so you’ve got to understand the basis of it. If you’re going to argue with
these people, you have to be able to talk their language. You have to be able to
say to them, “Really, you think that coefficient tells us something? Do you think
your model is well ordered, stated, additive, transitive, all of those things? Is that
really the case?” You have to be able to argue in their language, you have to be
able to understand it. That doesn’t mean I think it’s a good way to see the world, I
just think it’s very influential.
My interest in maths is not economic, because the maths in economics is
laughably stupid, and mainly very simple - Matrix algebra, for example, or calculus,
which are two of the easier and less interesting parts of maths…there are places
154

Jamie Morgan goes further on this point, ‘If you go back to Samuelson’s work, 1947 [Foundations of Economic
Analysis] …producing theories from theory, and then proofs, it used a kind of power in the world, didn’t it? Someone
two generations down the line writing a textbook would be able to say ‘Samuelson proved’ - which he did. In a formal
sense, he proved a theorem, which meant he said this was mathematically consistent or expressible. That’s very
different from saying ‘he proved’ in the ordinary language sense of something being relevant to the world or how
things work. Of course, those two things are fundamentally conflated, which is one of the great powers of economics,
the conflation between ‘somebody’s proved’ as a theorem, and somebody’s proved that this is actually how the
world works. Economists say ‘This is how the world works,’ when what they really mean is that somebody has
produced a consistent theorem, and often not even that! If you consider the Sonneschein [Mantel-Debreu] theorem,
then you start looking at the basic axioms and say that they haven’t even proved that...’ (parentheses added).
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where calculus is incredibly useful, but economics is just not one of them! What is
calculus used for in economics? Optimum points so you can put two curves
together - literally, that! Given those two curves don’t exist in the first place, and
that they are interdependent rather than independent, you – literally - cannot do
anything with that maths. You can produce it, but it’s maths not of the world, so
what is the point? The formalisation of a lot of economics is basically about
restricting the people who can read it (emphasis added).

John Smithin criticises the use of mathematics from a different, and fundamentally philosophical
perspective, based upon his advocacy of his four stage (philosophically-informed) approach to
the study of economics (see section 2.2). He argues that economists should not start with
mathematics, rather they should begin with a realist social ontology and follow that by developing
an appropriate epistemology which is the point that mathematics should enter the picture; ‘what
mathematics should be is an epistemological device and answer epistemological questions,
specifically monetary macro ones [and] to some extent within political economy - for example,
questions of income distribution - but the mathematics shouldn’t be connected to ontology and
metaphysics. That’s what the fault is with the neoclassical approach and aspects of the heterodox
approach which start with the mathematics’ (parentheses and emphasis added).
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Section B questions
5. To what extent are you familiar with/support credit and state theories of money?
6. Do you consider the quantity of money to be determined exogenously or endogenously?
7. How do you view banks? Do you assume them to be pure intermediaries (between savers
and borrowers) or as being able to create money via credit expansion?
8. How would you consider interest rates to be determined, in theory and practice?
9. To what extent do you consider it possible for a central bank to control the whole spectrum
of interest rates or, alternatively, to what extent can a central bank control the shape the
shape of the yield curve?
Section B summary table
Qn.
5. State/credit theory
6. Exo./endo. money
7. Banks
8. ST IR setting
9. Yield curve setting

Supports both
3
Exogenous
0
Creates
money
10
CB sets
10
Can set
3

Limited support
3
Endogenous
10
Pure
intermediaries
0
Other
0
Can influence, not
control
4

Rejects both
0
No opinion given
1
No opinion given

unfamiliar
5

1
No opinion given
1
No strong opinion

No response

3

1

A greater awareness of and support for credit and state theories of money charectised R2
compared to R1. Of eleven interviewees, six expressed a knowledge of both and at least a degree
of endorsement of one or both, for example, Scott Ferguson expressing ‘complete support’ and
Tony Lawson, although sceptical about the credit theory, acknowledging the insights of the state
theory [Q5]. Both Jamie Morgan and John Smithin noted how the two theories are distinct from
each other. For Smithin, the credit theory deals with the ontology of money and therefore applies
at the first level of the philosophical schema he advocates (see above), whereas the state theory
applies at the second level of economic sociology, ‘…when we talk about a credit theory of money,
that is a question of the ontology is money; money is, in principle, credit. That’s what it is, logically.
…the state theory of money is a question of economic sociology specific to a particular social
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system. In principle, money is credit - who has the right to extend the credit in the particular social
systems we live in? It tends to be the state…’
Tony Lawson adopts a generally critical approach to the credit theory of money; noting that credit
may be positioned as money but money is not necessarily credit,
Elements I do accept; but I criticise - certainly - the credit theory. I think that credit
- or debt, specifically, bank debt - at this moment is the occupant of the money
position. But money is no more equivalent to bank debt than the President of the
United States is equivalent to Trump. Trump currently contingently occupies the
position of president and inherits the rights and obligations that go with the
position. Currently, bank debt is contingently positioned as money so the rights
and obligations we, as community members, have regarding what we use to make
payments relate to positioned bank debt. But I’m happy with the idea that many
things could fulfil the role; gold has been previously so positioned as money, for
example.
Lawson sees more complementarity between the state theory and his own approach (social
positioning theory) than is the case for the credit theory.
I would say it [the state theory] is more consistent with the social positioning theory
of money 155, than with the credit theory. According to Knapp, money is a creation
of the legislatures. That is no doubt the case of most modern money; but more
generally it depends on communitywide acceptance. Being a creation of the law
is but a specific – delegated - form of community acceptance. Unlike proponents
of credit theories, Knapp recognises that the content of that which serves as the

155

Lawson sets out his own ‘social positioning’ approach ‘money, is first or nominally identified as a community’s
general means of payment. Second, and more fundamentally, or in essence, money is that which accounts for this
nominal or identifying property, namely the contingently positioned stuff forming that component of a community’s
system of value accounting that, via the workings of community accepted rights and obligations, gets to function as
the community’s agreed general means of discharging debts… as regards to the ontology, the conception I defend is
that society is everywhere made up of totalities or systems, and one of those is a system of value accounting.
Elements of such a system include a unit of account or of value, another component is the money position with its
occupant. Our rights and obligations relate to the uses of whatever is in that position qua positioned item (just like
the rights and obligations of the president relate to whoever’s in that position qua positioned person). Currently,
the occupant of the money position is bank debt/credit. But it doesn't have to be. The occupant hasn’t always been
a form of credit’.
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community’s general means of payment can vary and has been forms of metal.
As noted, I argue that something can serve as a general means of payments
where it is appropriately positioned in a community’s accounting system and
governed by relevant community accepted rights and obligations.

Knapp’s

account lies in the thing’s ‘chartality’. This is a term he invents. But what he means
by it can be interpreted as a specific case of social positioning (parentheses
added).
Geoff Hodgson is generally supportive of both theories and makes an interesting point regarding
an apparent concession by Menger regarding the role of the state. ‘Historically, the evidence
suggests that the state was crucial in the formulation of money - the unit of account, medium of
exchange, and of coinage in particular. There are also good logical reasons for state involvement,
which even Menger eventually accepted. … Menger argued [in Geld 156] that the state is needed
because the potential quality variation of any money unit is so large that it had to be monitored’
(parentheses added).
The interviewees were unanimous in their view that the money supply should be viewed as
endogenous [Q6]. Indeed, Gary Mongiovi was dismissive of the idea that anyone could
conceivably think otherwise. ‘Surely at this stage of the game everyone realises that the money
supply is endogenously determined’. A similar degree of support was expressed for the contention
that banks create money through lending rather than acting as pure intermediaries – accepting
pre-existing savings and then lending them out [Q7]. All respondents agreed that the central bank
can determine the overnight rate [Q8]. However, considerable disagreement was apparent when
the interviewees were asked to consider the determination of long-term interest rates, particularly
when asked to assess if the central banks of nations with their own sovereign currencies,
operating under floating exchange rates, would be able to control risk-free yield curve across the
whole spectrum of maturities, given the political licence to do so [Q9]. Sheila Dow considered this
last proviso before expressing the opinion that it would be possible, ‘That last point is a very
interesting qualification...because they are not doing that currently. However, in principle, they
could…I guess. In practice I would say that the central bank can at least influence the curve’.
Jamie Morgan also considered it possible but pointed to possible side effects and ‘the great
difficulty in assessing the long-term consequences of doing so in terms of the overall structuring
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of the economy.’ Scott Ferguson, as an advocate of MMT, had no hesitation in agreeing it was
possible. In contrast, David Colander, Iona Negru, John Smithin and Steve Keen all consider that
the central bank can only set the short end of the curve and influence - rather than control - the
rest of the risk-free yield curve (the remaining respondents had no strong opinion).
Section C questions
10. What do you understand by the term ‘heterodox economics’? Please give examples of
groups of economists you would identify as heterodox.
11. To what extent do you consider that groups of heterodox economists hold compatible or
complementary views? Please give examples.
12. To what extent do you think heterodox economics is considered as a realistic alternative
to NCM in the economics community in which you generally work?
13. Are you (or were you) a practising economist working in a university economics
department or other department? If not, what sector do (or did you) you work in?
Section C summary table
Qn.

10. Heterodox Econ.
11. Het. Complement.
12. NCM Alternative?

Frequent Response
Opposing orthodox/
PK/Marx/Sraffa/Inst etc.
11
Significant
complementarity
4
Broadly supportive
1

More inclusive/more
gps.
4
Limited
complementarity
3
Generally negative
5

Austrians incl.
5
Generally
adversarial
4
Not considered
3

No response
2

When asked to explain what they understand by the term ‘heterodox economics’ and give
examples of groups of heterodox economists [Q10] most of the interviewees provided detailed
and thought-provoking answers. Most started their response by arguing that the term ‘heterodox’
is essentially oppositional and means opposed to the orthodox or to mainstream -Jonathan
Joseph disliked the term for this reason and considers it tends to marginalise its advocates from
the outset – Jamie Morgan was the only interviewee who stressed the distinction between
orthodox and mainstream economics.
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‘Mainstream’ and ‘orthodox’ are not the same thing. ‘Orthodox’ is a particular way
of describing some characteristics of what is the mainstream; ‘mainstream’, by
definition, is a thing which most people do, but it wouldn’t have to be orthodox in
its approach. Orthodoxy’s a power relation of how you express and do things in
the world, what you exclude - so this is the proper fashion or function or practise
or form of doing something, this is the orthodoxy, and it is singular in its way.
‘Heterodoxy’ has two inflections, one of which is it’s not the orthodoxy, it’s
oppositional - and the other is that it’s multiform. Again, those two are not
necessarily the same thing (emphasis added).
Ioana Negru produced an interesting response, noting that what is considered to be orthodox or
heterodox varies across time and space 157- what is at one time orthodox might conceivably
become heterodox and vice versa.
The term ‘heterodox economics’ refers to economic theories which are, in various
ways, opposed to or are an alternative to the dominant form of economics. If the
term ‘orthodox economics’ is an undesirable heritage from an age of conviction in
the infallibility of science - it means following the ‘right type’ of economics - then
‘heterodox economics’ implies opposition and dissent to a generally accepted
paradigm. Neoclassical economics emerged before the 1900s and is founded on
a particular approach based on maximisation, individualism, optimisation,
rationality, and formal mathematical models. What constitutes mainstream
economics and dissent depends entirely on the historical and institutional context
in which these academic theories develop across time and space. Thus, the use
of all these terms has positive and negative connotations. What is classified as
orthodox and heterodox in economics has varied across time and space. Take
neoclassical economics, or Austrian economics, or Institutional economics - I think
they have all emerged as heterodox theories as dissent to a dominant perspective.
For example, neoclassical economics appeared as a reaction to classical political
economy, and Institutionalism to neoclassical economics.
Jamie Morgan considers there are benefits and costs to operating under a heterodox label,
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Do I think it’s a particularly helpful one? Well, it kind of identifies a grouping, roughly
speaking, and that’s useful in and of itself for organisation and knowing that
someone else will be receptive to certain ways of thinking about the world. Of
course, those sorts of things in the world are changing all the time, and the fact
that people use it can also in itself become dangerous because people become
oppositional; it’s the nature of, one, being marginal, and, two, being oppositional again, not quite the same thing.
Most of the interviewees included Keynes and Post-Keynesians, Marx, Sraffa and the
institutionalists in their list of inspirations for and names of heterodox groups; five interviewees
specifically mentioned the Austrian school. Geoff Hodgson gave a comprehensive answer,
There is rich variety of heterodox approaches with many intellectual sources;
Marx, Sraffa, Robinson and Keynes are among them…there are also several
varieties of Keynesianism, including some that are quite mainstream. There’s
Herbert Simon and heterodox thinking based around his work. There’re
evolutionary theories following from the work of Nelson and Winter. There’s MMT
(which has links to Post-Keynesianism but has its own momentum and kudos).
There is mark-up pricing theory - Gardiner Means and others. There’s immense
variety...Also, let’s not forget the Austrians who can quite reasonably be described
as heterodox - at least by some criteria. Putting the Austrians in dramatises the
variety within heterodoxy.
Tony Lawson stressed his belief that heterodoxy is fundamentally set apart by a resistance to an
insistence on the use of mathematical modelling – a requirement which characterises the
mainstream.
I do believe that economics is made up of different projects –amongst other things
- and people pursuing them (small communities) call themselves Institutionalists,
Post-Keynesians, Marxists, feminists etc., all of which tend self-identify as
heterodox, whether or not they define the term. They are all communities with their
own projects, and you could say the attempt to mathematise economics is another
such project. The problem with the latter, a project concerned more or less only
with mathematical modelling, is that it has become so dominant it has become the
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current mainstream…for me, the modern mainstream project is more or less
defined by its insistence upon the use of methods of mathematical modelling.
Heterodox basically means an opposition to a doctrine (dox from doxa); a doctrine
held by the mainstream as true. The only doctrine held by the mainstream as true
is that you must do mathematical modelling, so in the first instance heterodoxy
constitutes a resistance to this emphasis on mathematical modelling in the first
place.
But heterodoxy also entails more than that because you have to ask the question,
’why the resistance?’ I think it reflects a recognition of the fact that the use of
mathematical modelling is always unrealistic and at some level (although not
necessarily fully consciously) that the reason for this is that the world is open – it’s
an open system. Heterodox economists usually refer to features that are
quintessentially inhabitants of open systems – constitutive social relations,
transformational processes – that if fully contemplated are seen to render
mathematical modelling methods inappropriate for their analysis. Mainstream
modellers just focus on the methods implicitly going along with the closed systems
presuppositions (parentheses in the original).
However, Lawson develops his analysis by lamenting the fact that the misplaced confidence in
mathematical modelling that characterises the mainstream has made inroads into heterodoxy,
especially elements of Post-Keynesianism.
However, the picture is messier than this in practice. Most especially, where there
is a failure for all this to be articulated, heterodox economists themselves often
unfortunately use mathematical modelling, not recognising any inconsistencies
involved between their methods and declared visions. An important difference with
mainstream modellers, though, is that heterodox practitioners don’t insist on
modelling for all – or haven’t until recently – they’ve engaged with contributions of
others that don’t do mathematical modelling. So, pluralism is important, or
historically has been, for heterodoxy - an acceptance of the validity of a range of
methods and a willingness to engage with people who don’t use mathematical
modelling.
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Sheila Dow also points to the importance of open-systems thinking and pluralism to heterodox
economists, however she adds a nuance to the second point by arguing that a belief in pluralism
is not a universal feature of heterodoxy since some heterodox economists believe a higher level
of consensus will make heterodoxy a more powerful threat to the hegemony of the mainstream.
The easiest way of answering that question is by saying that heterodox is anything
other than orthodox! If we define mainstream as orthodox then anything other than
mainstream is heterodox. I think I would cast the net a bit wider than some people,
and the neo-Austrians, for example, I would put in the heterodox camp. Another
way of drawing the distinction is between open systems and closed systems
thinking - I think that also points in the direction of the neo-Austrians as well as
Post-Keynesians and Institutionalists and so on.
Another distinction that people make is that heterodox economics is pluralist. This
focuses on the fact that there are different approaches within heterodoxy. It's quite
important to emphasise the fact that the encouragement of pluralism is quite
controversial within heterodox circles in terms of strategy because some would
prefer to focus on what I would call a duality between heterodoxy and orthodoxy
in order to focus on the debate with the orthodoxy. The problem with that
approach to the mainstream is that the mainstream itself is dualist 158, so I feel a
little uncomfortable with a dualistic strategy when debating with them.
In any case, this is something where I disagree with Tony Lawson, for example.
You can say that heterodox economists employ an open systems ontology and
that is distinct from a closed systems ontology. That’s fine - it’s a distinction you
can justify - but I don’t think that takes you very far because it seems to me that
the different heterodox groups have different ontologies (emphasis added).
Steve Keen argues that heterodox economists provide a ‘fundamental critique’ of the mainstream,
and that it includes Austrian economists…Post-Keynesian economics, which is a valid critique of
Dow gives the following explanation of this concept, ‘Dualism involves structuring thought around pairs of
categories (duals) which are all-encompassing, mutually-exclusive and with fixed meaning. A dual is a much stricter
concept than a distinction, which can be applied provisionally to parts of the subject matter, are permeable and
have contestable meaning. So, we can draw distinctions between schools of thought, but my view is that they
shouldn't be dualistic.’
158
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neo-classical mainstream…evolutionary economics; ecological economics; all those are
predominantly so critical of the mainstream they won’t use mainstream methodology. It’s a very
broad stream - you get Marxists at one extreme and Austrians at the other. He even goes on to
estimate the proportion of heterodox economists 159 in the discipline.
When asked to consider the extent of complementarity and compatibility amongst the various
heterodox schools [Q11] significant differences in emphasis and opinions emerged. Scott
Ferguson sees a degree of unity, even fluidity, between the heterodox schools, ‘it is genuinely
meaningful to be heterodox, and to be pushing against, in a variety of ways, neoclassical
assumptions. I also think schools are not nearly as rigidly defined as is typically assumed. What
I would say is that I think there is much more conscious and unconscious fluidity between these
fields’; a sentiment echoed by Gary Mongiovi, ‘My general impression is that the range of
compatible and complementary views is much more extensive and much more significant than
the points on which there is disagreement — though perhaps this is not always recognised by the
relevant parties’. Ioana Negru considers heterodox schools to be ‘united in a criticism towards
defining traits of mainstream economics, and in this they can overlap…one criticism of
mainstream economics that comes from most heterodox schools is of [mainstream’s reliance
upon] atomism and methodological individualism… I think a lot of the heterodox views are
complementary and compatible’ (parentheses added).
Tony Lawson considers that, in general, heterodox economists share a world view, although they
may study the world from different perspectives and have different priorities, their work is
essentially complementary.
I characterise them in the same way I would categorise different branches of say,
biology, or different branches of physics. They have a lot in common, (although
‘It’s a broad spectrum, and in terms of the population of economists, I’d say it’s in the order of one in six. The
reason I suggest that figure is that the French host a society of non-orthodox economists, they call it the ‘Society of
Appalled Economists’… The French education system is very hierarchical, so when you apply for a job as an
economist, you apply to the Department of Education and they then allocate you one of the positions available if
you meet their standards for being registered in the first place. There were eighteen hundred economists who
applied and, of that eighteen hundred, three hundred put their hands up and said they wanted to form the new nonneoclassical group that Dany Lang put forward. That was then blocked by Jean Tirole. But that’s three hundred, and
three hundred is one in six. France might be slightly more extreme than most, but that certainly implies something
in the order of certainly more than 10%, between 10% and 20%, of economists are non-orthodox’ (Steve Keen R2
interview).
159
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…I am starting to worry about certain Post-Keynesians 160…) and certainly until
recently, they shared a vision of the world as open, as processual, as relational,
as full of meaning and characterised by emergence. So, they are characterised by
the same basic ontology; where they differ from each other is that they ask
different sorts of questions. So, feminists are interested in relations, especially
relations in the form of oppression, discrimination, care and so on, institutionalists
are interested in institutions and process - following Veblen - evolutionary process
and then stability within it. Post-Keynesians, traditionally, have been interested in
uncertainty and what’s behind it, Marxists in the structure and processual totality
of capitalism itself. So, I see them as being a bit like medics at a hospital, if you
like, some focus on blood, some on skin... but you have got to know something
about the whole thing to look at the components as it conditions behaviour
(parentheses added).
Jamie Morgan highlights what he sees as a greater degree of open-mindedness within heterodoxy
than the mainstream. ‘In terms of the best possible world in which heterodoxy exists, I’d like to
think that they’re more open to argument amongst themselves than, say, lots of the mainstream
is’.

Sheila Dow is Iess convinced of the existence of significant complementarity than, for

example, Tony Lawson; she considers that she occupies ‘middle ground’ on this question. She
notes,
What heterodox economists have in common is that they use an open systems
approach, an open systems epistemology and open systems ontology but they
understand the system differently. So, a Marxist focuses on class, an Austrian
focuses on the individual entrepreneur and so on. So, they are not compatible
beyond the level of agreeing that the system is open in some sense but at least
there is a starting point there. There is an understanding that there is no one true
way of understanding the economy - it’s a matter for debate and justification and
so on …
Negative responses came from David Colander, Jonathan Joseph and John Smithin who consider
that heterodox groups tend to be adversarial rather than complementary. Geoff Hodgson
Lawson had noted earlier in the interview that ‘Post-Keynesianism is becoming increasingly problematic for me
as it been taken over by a group of people who seem to think that mathematical modelling is the only way to go’.
160
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considers that the differences of viewpoint between heterodox groups are too great to allow
reconciliation. He acknowledges that they may be united by a rejection of the utility- maximising
assumption (Max. U.) which underpins orthodoxy 161 but nevertheless he maintains a negative
opinion of general compatibility.
Maybe we can describe all these groups as heterodox because they are
distinguished by some criteria from the mainstream. But they are quite different
from each other. Are they distinguished from the mainstream by the lack of the
Max U assumption? Sraffians do not address the question of individual motivation.
Austrians and many Keynesians reject Max U. but some Keynesians and even
some Marxists accept it. This underlines the variety in the claimed heterodox
camp. Bringing all these different perspectives together to create a single
heterodox alternative is impossible.
Steve Keen reinforces this viewpoint; he notes that some complementarity does exists in the
‘centre ground’ of heterodoxy but remains pessimistic about any significant move towards real
unity.
Obviously the Austrian and Marxian are completely contradictory. In the middle
here’s the post-Keynesian, evolutionary, ecological, complexity economists as
well; there’s generally a fairly consistent overlap. What you get at that point is
fragmentation, because both the neo-classical and Austrian at one extreme and
the Marxist at the other share a theory of values - the neo-classical and Austrians
have the utilitarian theory of value, Marxians have the labour theory of value. That
gives you a unity in how they approach issues, which doesn’t exist in the middle;
that lack of unity means there could be a bit of chaos, not of the creative kind, in
the way that they interact with each other and don’t interact with each other…
There’s a lack of consistency in the middle where I’d like to see an alternative
theory of value evolve that would actually bring those together, but that certainly
hasn’t happened yet. The older I get, the more I doubt that it will happen in my
lifetime.
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When asked to consider the extent to which heterodox economics is considered as a realistic
alternative to New Consensus Macroeconomics in their communities [Q12] the great majority of
interviewees gave a negative response. Geoff Hodgson summarised the situation from his own
experience, highlighting an apparent paradox- even though he considers that interest in heterodox
ideas has increased since the GFC, the established trend of the declining influence of heterodoxy
within economics has continued.
Things have become significantly worse for heterodoxy over the last fifty years,
and especially in the last twenty or thirty years. I can relate that to my own personal
experience. It’s to some degree country-specific. You find many more heterodox
economists in France or in Italy or in Brazil…and in other countries. I get invitations
to those countries. But I don’t get invitations to speak at seminars - in economics
departments - in the UK anymore. Thirty years ago, I might get an occasional
invitation from a mainstream economics department. They would listen to me and
say it was interesting and tell where I went wrong! There would be an element of
open-mindedness. But that now seems to be gone even though the mainstream
has adapted; it has changed and absorbed new things that were not acceptable
previously. For example, it is now possible to take a behavioural perspective and
to a limited extent, present a qualification or critique of the Max U assumption. But
despite these positive changes, certainly in the English-speaking world, heterodox
economics has been excluded from power. So, you have a paradox. Especially
since the financial crash, interest in heterodoxy has increased. There are critical
student movements such as Rethinking Economics and the Post-Crash Group - a
fantastic swell of critique of the content of undergraduate courses. But - despite
all that - the influence of heterodoxy within economics has decreased. It is more
excluded from power in academia than it was thirty years ago.
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Section D questions
14. Do you consider that the GFC provided significant evidence to contradict the expectations
of NCM? If so, please give examples of such evidence.
15. f you consider that it did, what effect do you believe this has had upon the hegemony of
NCM?
16. To what extent do you think that heterodoxy has the potential to become a rival to (or even
replace) NCM in future?
Section D summary table
Qn.
14. GFC evidence against NCM
15. Impact on hegemony
16. Heterodox rival

Frequent Response
Contradictory evidence
11
Little/very little impact
9
Depends on
events/tactics
4

other
0
In policy-making only
2
Possibly but only LT
5

Not likely/no
response
2

When I asked the interviewees about the GFC, all the responses supported the contention that
the economic outcomes contradicted the expectations of the mainstream [Q14]. Several
interviewees, including Ioana Negru, Steve Keen and Jonathan Joseph, noted how mainstream
models failed; David Colander and John Smithin further arguing that the models’ inability to deal
with money was at the root of the failure. Gary Mongiovi highlighted how the GFC had undermined
the core mainstream premise of market efficiency. “The layering of financial fragility that left the
global economy so vulnerable undercuts the premise that markets are ‘rational’ or ‘efficient.’
Markets are useful instruments, but, like all human institutions, they are dysfunctional in
sometimes nontrivial ways”. Sheila Dow stressed the inability of the mainstream to explain the
crisis and how this has required some after-the-fact defensive adjustments on the part of
mainstream economists. ‘Well, it was clear initially that they couldn’t explain it - whereas people
who’d been studying Minsky knew what was going on - but since then there has been a
retrenchment and an attempt to explain the crisis in New-Keynesian terms - as a result of market
imperfections of various sorts’.
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In response to the next question about the impact of the GFC [Q15], all of the respondents thought
there had been little or no impact on mainstream hegemony. Jamie Morgan noted, ‘They’re
refusing to answer that question and they’ve reconstructed the past so that the question is no
longer relevant, so probably the better answer to say is that it’s had very little consequence
because they’ve repositioned the past, they’ve rewritten history, to make their position both
plausible and different to what it was then, so no fundamental change has occurred’. However,
Steve Keen considers that there has been greater impact in policy-making circles then in the
economics academy itself. ‘The Bank of England, the Bundesbank, the Norwegian Central Bank,
even Australia’s Reserve Bank have come out and said that banks create money which has, of
course, always been a heterodox point of view, not neo-classical, where they’re seen as being
intermediaries. So, in the policy sphere it’s probably improved the odds for post-Keynesian and
heterodoxy in general’.
When asked to consider the potential for heterodoxy to challenge the hegemonic position of the
mainstream [16] most of the interviewees were pessimistic; Gary Mongiovi noted, ‘I hesitate to
speculate on that. The fact that the heterodox camp is itself quite fragmented means that it is not
well positioned to displace a hegemonic mainstream framework. The only thing more resilient
than capitalism itself is mainstream economics; like capitalism, the latter has proven itself capable
of reinventing itself in response to crises that would have demolished most other systems’. Jamie
Morgan, Jonathan Joseph and John Smithin were not hopeful and Steve Keen contrasts his
opinion that the post-crisis environment has improved for heterodox economists in policy-making
circles by noting that ‘in academia it’s made things more dangerous’. He describes the situation
colourfully, ‘there’s much more hostility and attempts to undermine you in the mainstream, and in
that sense, they’ve actually sort of circled the wagons, now that they realise Indians actually exist
they’re surfing the great wave and going on extermination hunts rather than just ignoring us. It’s
actually made things more difficult in academic circles than it was beforehand’.
The pessimism of Ioana Negru and Sheila Dow with regard to the present was tempered by hope
for the future. Ioana Negru noted that, ‘heterodoxy represents a viable alternative to the New
Consensus Macroeconomics – there is no doubt about it – and various schools have a range of
solutions to contemporary economic problems. I am less optimistic about the time horizon which
will apply with respect to the replacement of the hegemony of New Consensus Macroeconomics.
Sheila Dow remarked,
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It’s [the mainstream] still there! But I think it is a generational thing and I feel
optimistic when I see this new, upcoming generation. They are not all heterodox
by any means, some of them are inclined towards orthodox economics - but they
are really thinking about the issues and are drawing upon different sources, such
as the history of thought. Once that generation - assuming they can get jobs start moving through the system I hope a difference will emerge; I am hoping that,
as time goes on, this hegemony might be chipped away… (parentheses added).
David Colander added an interesting perspective regarding the future, ‘I think it isn’t that
heterodoxy will become a rival and replace, it’s that modern macro will evolve to take into
consideration the issues that people have said need to be taken into consideration for a long time
- and the people who said that won’t be remembered’. Geoff Hodgson noted that a range of tactics
are available to heterodox economists 162 and they need to choose the right way forward if they
are to have any chance of challenging the hegemonic position of the mainstream. He also referred
to David Colander’s preference for a multi-disciplinary approach before considering other possible
strategies,
David Colander’s strategy is to go for a unified structure of social science to force
mainstream people to have a dialogue about underlying concepts or philosophical
assumptions, within an interdisciplinary context. That’s worth pursuing. It would
create space for the kind of courses that matter - especially for heterodox
economists who are methodologically-inclined and the critical realists,
institutionalists and others. Another strategy is to pick winners - to see what's
succeeding. MMT is an obvious candidate. We could focus on them, build up some
journals, try to create an organized presence, alongside or within the mainstream,
whatever works, get the ear of key policy units, of key grant-providers and so on.
If it generates attention and has some robustness, then it gives something to work
on. It would take a lot of strategic skill. But it is another potential strategy.
Another strategy is to focus on a particular aspect of study. We could for example
concentrate on institutions, as they are crucial in the economy. We could adopt a
multidisciplinary approach rather than a single disciplinary approach. Overall, we
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need a dialogue about strategy. I think it is just beginning to happen after a long
time; we are discussing the way heterodoxy can move forward.
Section E questions
17. Are you familiar with MMT’s analysis of operational reality? If you are, to what extent, if at
all, do you consider it valid?
18. Do you consider that taxation funds government spending in a functional (rather than an
ex-post accounting) sense?
(iii)

For countries with their own sovereign currencies operating under floating
exchange rates?

(iv)

For countries operating under fixed exchange rates or using the euro?

19. How would you describe the balance sheet effects of government spending?
20. How would you describe the nature of quantitative easing?
21. To what extent do you consider MMT’s use of a consolidated central bank and Treasury
to be a valid approach to modelling the monetary system?
22. Do you consider an Employer of Last Resort Policy to be a viable means to ensure full
employment and price stability?
23. To what extent do you consider advocates of MMT to be a legitimate but distinct group
operating within broad-church Post-Keynesianism or within heterodox economics in
general?
24. What do you perceive the general attitude towards MMT to be in the economics community
in which you generally work?
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Section E summary table
Qn.

Frequent Response
Generally supports

17. Operational reality valid

5
Accepts distinction

18. Taxes fund spending

3
Direct answer
1

19. Bal. sheet effects govt.
spending

2
Distinction imp. with
nuances
3
Indirect response
10

23. PK legitimacy

5
Generally supportive

Inflation of asset
prices
1
Rejects
4
Rejects
5
No opinion/ no strong
view
6
Gen. negative

24. Attitude to MMT

2

4

20. QE definition
21. Treasury/CB Consolidation
22. Job Guarantee

Injection of money

Rejects

3
Supports
1
Supports
1
Agrees

Not
familiar
3
No direct
ans.
5

No direct
response
7
No opinion
6
Mixed
3

No strong
opinion
1

No opinion
2

Not
discussed
5

When asked to comment upon the validity, or otherwise, of MMT’s analysis of operational reality
[Q17], the interviewees produced a wide range of responses. Gary Mongiovi, Jonathan Joseph
and Ioana Negru did not feel familiar enough with MMT to comment. Scott Ferguson is an MMT
advocate and, unsurprisingly, fully supports MMT and its description of operational reality; John
Smithin regards the approach of MMT to be close to his own and is therefore largely supportive.
Steve Keen offers nuanced support, ‘On the accounting front I completely concur with their
perspective on the creation of money. I then diverge in a number of ways from them - the first is
that I don’t think they pay enough attention to credit… [and] I completely disagree with them on
international trade…[and] there’s also a tendency in MMT to underplay the instability of capitalism
and the [possibility of] absence of state money’ (parentheses added).
Both Geoff Hodgson and Sheila Dow are generally supportive of MMT’s analysis of the monetary
system. Hodgson notes, ‘I think that the basic MMT understanding of the nature and role of money
is persuasive. It’s consistent with Keynes and others. MMT gives a modern presentation,
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interpretation and development, with which I find myself in agreement. However... the extent of
international trade flows must put some constraint on a policy programme informed by MMT….
All these things are subject to experiment. I think that MMTers should be a little bit more cautious
about potential problems, especially in a much more open economy like the UK’. Dow notes, I
think that the core message of MMT is great; that there is nothing stopping the government
spending to employ unemployed resources - they can do that either by borrowing from the central
bank or by issuing debt - and to make that argument now, or over several years, is great and it’s
had a big impact and I am very happy about that. However, once you drill down a bit that’s when
I start getting a bit uncomfortable…’
David Colander supports the notion of thinking in terms of an operational reality which has real
world applicability but guarded on his attitude to version expressed by MMT. “I support what you
call ‘operational reality’, the need to understand how things operate within the system. Whether I
support MMT’s particular take on it is much more questionable”.
Jamie Morgan remains relatively open-minded about MMT. He considers Mosler’s view of
monetary accounting to be correct but remains more sceptical about the implications of enacting
policies based upon what he regards as ‘stylised arguments’.
Nobody understands, also, the nature of the multiplier systems you could have,
they’re empirical - and if you want to look at the internal flows of everything, clearly,
in terms of accounting you can get at it in very different ways, and Mosler’s right
about that. At the same time, how can you use it once you get past the stylised
arguments and into the nature of how institutions really work in the real world?
Again, it’s very difficult to say until you’ve done it. You can have a good idea about
how you think things might work out, and you can also have a kind of conceptual
frame and say, ‘Here are a set of logical relations between things,’ but logical
relations of concepts in a theory or in a model, it’s still a model - compared to
logical relations in reality once you implement them, they’re very different. They
may coincide, and you may have good reason to think the things that you think,
and that may be how the world turns out, but nobody can be that confident that it
will be the case until they’ve done it.
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When asked to consider the distinction that MMT makes between the function of taxation and
borrowing for countries with their own sovereign currencies operating under floating exchange
rates and countries operating under fixed exchange rates or using the euro [Q18], several
interviewees felt their lack of familiarity with MMT precluded them from giving an answer.
However, all of those that did respond considered the distinction to be an important one. Sheila
Dow gave reserved or ‘nuanced’ support to MMT’s distinction, “because many countries operate
in a ‘middle ground’, where central banks manage the exchange rate to one degree or another.
The general principle, I agree with. Under floating exchange rates the government has more
freedom’. John Smithin supports the idea of the distinction and, indeed, goes further arguing that
fixed exchange rate systems cannot survive in the long-term (an idea he extends to the
Eurozone). ‘You mean taxes are not needed to fund spending when countries have their own
currencies under floating exchange rates? Clearly, yes…However, for countries that operate in a
hard peg or in a currency union - for example the Eurozone - they are unstable regimes and will
eventually collapse. In a currency union, it’s clearly not possible for individual governments to
achieve anything [independently], the countries in the union effectively become provinces…’
(parentheses added).
Steve Keen also supports the importance of the distinction, ‘If you look at the accounting…the
purpose of taxation is to mop up money created by the government beforehand, not to finance
spending, when you issue your own currency. When you don’t issue your own currency…you
simply can’t [ultimately] go beyond the bounds of your own taxation revenue…’ (parentheses
added). David Colander considers the distinction significant but considers it to be a ‘standard’
one; ’I think that dichotomy is an important one, and it’s one that’s…not differentiated from
standard economics. Where I disagree somewhat is even if you have floating exchange rates, if
you’re trying to affect the system itself, you have limitations as to how much you can allow that
flow, what can occur...’ Geoff Hodgson also accepts the importance of the distinction but stressed
a similar point in his response. He remains unconvinced of the strength of the argument made by
MMT with respect to policy freedom- especially for smaller, open economies who have their own
currencies under floating exchange rates, ‘I think that distinction is a very important one and it
links to that whole historical debate about the gold standard in relation to other exchange rate
systems. But a lot of work on MMT comes from the US which is a large and relatively closed
economy. US imports are only about 15 percent of GDP, whereas in the UK and other countries
they are around 30 per cent of GDP. The extent of international trade flows must put some
constraint on a policy programme informed by MMT’.
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When asked how to describe the balance sheet effects of government spending [Q19] only one
interviewee gave direct a response, Steve Keen noting, ‘You’ve got an increase in reserves. It
would cause an increase in the assets of the banking sector and increase in the liabilities because
that money was paid to a private contractor. So, you get a matching increase in the assets and
the liabilities of the banking sector. That’s it. You also get a change in the distribution of money in
the government sector - the increase in the reserves is an increase in the liabilities of the central
bank, so the assets have to rise as much as well and that’s where you get government bonds
being bought by the central bank to finance that, all bonds being purchased off the private financial
sector’. In contrast, most interviewees offered to summarise quantitative easing [Q20]; Sheila
Dow responded with ‘Quantitative easing is the central bank supplying liquidity to the market’,
Steve Keen answering succinctly with ‘inflating asset prices’, while Geoff Hodgson provided a
more a more detailed reply; ‘Quantitative easing entails the state’s creation and injection of money
into the economy, via its operation of the bond market, leading to an increase in the amount of
money in circulation’. John Smithin was scathing is his attitude to over-complicated definitions in
his response, ‘some people have come up with some very complex explanations but, in essence,
all that is happening is that you have injected more money and it has simply been absorbed’.
MMT’s use of a consolidated central bank and Treasury [Q21] received little support from the
interviewees. Most interviewees did not give a direct answer, however, Sheila Dow noted, ‘I can
see arguments for consolidating and for not consolidating. The argument for not consolidating is
that the arrangements are different in different countries and sometimes it is quite important to
make the separation. I wouldn’t give a general answer to that question; I guess my inclination
would be not to separate them but it would depend on circumstances’. John Smithin considers
consolidation to be valid but not valuable in promoting understanding, ‘Well, I think that the idea
leads to misunderstandings. Formally, it’s valid but it does not help. In Canada, the Bank and the
Ministry of Finance are both agencies of the same government, but operationally and practically
they are separate. Unless you keep them separate in your analysis it’s not easy to understand
what’s going on.’ Steve Keen is also sceptical about consolidation, ‘I think it’s a simplification
which can be taken too far... I’m quite happy modelling the central bank and the Treasury as two
separate entities - the Treasury, therefore, has its own assets and liabilities and the central bank
has its own as well. The rule is that the central bank has to finance the liabilities of the Treasury,
but they still have separate existences. So, I can get away with just risking it [consolidation] acknowledging that the government creates money and ignore it [the separation of the entities],
but I’d rather have the extra detail for the sake of completeness’ (parentheses added). Geoff
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Hodgson takes an institutional perspective and this was reflected in his response. He does not
consider consolidation as bringing in insight; he noted, ‘I think that institutions have internal
tension as well as coherence. The state has some degree of coherence alongside enormous
internal tension. Consider the conflict between the Treasury and other ministries and parts of
government. Sometimes we treat the state as a single entity. But practical policies have to deal
with this tension between departments. In particular, we need to recognise the power of the
Treasury in the British system as a perennial problem for governments’.
When asked about the Job Guarantee policy [Q22] the responses were generally negative for a
variety of reasons. Gary Mongiovi believes it to be an interesting approach but he is not generally
supportive of it, ‘I consider it to be an intriguing idea that merits consideration, but my general
impression is that an ELR cannot ensure dignified work for everyone. What is needed is a
permanently larger government sector with a unionised workforce’. This scepticism was echoed
by Geoff Hodgson in his reply, where he states a commonly-held view amongst NMMT
economists – arguing in favour of the separation of MMT’s monetary analysis from the JG (a
viewpoint contested by MMT advocates who see the JG as providing a vital price anchor and a
bedrock for in a fully-employed economy – aside from the social advantages of the scheme).
I am aware that MMTers are in favour of the JG but, personally, I am much more
sceptical about the JG scheme than I am of MMT itself. I’d like them to be separate
items on the menu. If the government was guided by MMT theory it would have
the option of expanding the public expenditure in the economy and a number of
spending programmes would be open to it. There’s an infinite number of ways that
government policy can be facilitated by MMT and I don’t think the JG is the best
one or the only one. I think there are severe problems with the JG. When Minsky
developed the idea thirty or forty years ago the economy was very different. There
is now much more specialism in the economy, creating issues such as the
transferability

of

skills, and other

difficulties

in managing

employability

opportunities in a highly complex economy. I would go in a different direction. It is
essential that we deal with unemployment and help people without jobs find jobs.
I think there’s other ways of addressing these problems that are more appropriate
for a modern complex economy. But I am open to experimentation and a
government may wish to experiment with a JG scheme. But personally, and
presently, I am sceptical.
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Sheila Dow was unaware of the central importance of the JG scheme to MMT and is not confident
about its ability to deliver the social benefits and to be the counter-inflationary anchor that MMT
advocates believe it will. Tony Lawson and Jamie Morgan are also sceptical; Jamie Morgan notes,
from a deeper, more philosophical perspective, considering that the JG policy presupposes a near
future where productive work (as currently defined) will be required in the same way as the recent
past- a situation which might reasonably expected not to be the case.
‘Having a Job Guarantee, and then having a situation where we measure our
societies in terms of the fact that many people work, having the right and
opportunity to work, and then having a society in which we are required to or where
the overall socialisation is that we should be choosing work rather than choosing
socially beneficial activity, are different issues… After all, capitalism in the form we
understand it today…has only been around for a hundred and fifty years, or
thereabouts…. If the nature of our societies’ potentials are changing, and then we
look historically and say how different things have been in the past, there’s no
reason to think that MMT itself can be restrictive... It could be part of a component
of how we think about how the future will be, but to say that that thing will be
something like the job guarantee is overstating how important that’s going to be. I
don’t think that, in the future, in a foreseeable future, we will be thinking in terms
of it being necessary that we produce jobs for many people, or anybody. We need
to produce a society in which we can all live and survive, and that, now, is
becoming much more of an important issue. Again, I’m not denigrating how
important - within the societies we live today - working is, and how the basic
dignity, meaning and also how just the financial aspect of working is important to
us, in terms of the way that we produce distributionally asymmetric societies of
one kind or another affect life chances and produce shitty lives for many people.
Clearly, that is the case, but that’s not the same as what is the constraint on
possibility.
Steve Keen is also critical of the JG policy but his criticism originates from a less abstract source,
arguing that it might be expected to reduce the dynamism and incentive to innovate within
capitalism. John Smithin does not consider the JG as an adequate counter-inflationary policy
(preferring his own policy based on a real-interest rate rule). David Colander, like Geoff Hodgson
and John Smithin, prefers to separate the monetary and JG aspects of MMT. Despite his
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scepticism about the role of the JG as a counter-inflationary policy he does express support for
such an approach due to its positive social effects.
I’m very much a supporter of the government as an employer of last resort. The
best way to provide a safety net for society - and I’ve written a number of articles
on this - is for the government to be the employer of last resort, when you have
large amounts of unemployment. What that does is provide a basis, a foundation,
a security net that is needed, I think, for most people in society. But again, that’s
a separate issue from any of the monetary issues, and it can be discussed totally
separately from that… if you take a look at the inflationary situation now, we don’t
have that buffer stock but actually we’re not seeing large amounts of wage inflation
or anything else. I see those as focal points, institutional realities, and I think the
employer of last resort only partially affects that. It’s much more in terms of the
social safety net where I see it as important.
When asked to consider to what extent they consider advocates of MMT to be a legitimate but
distinct group operating within broad-church Post-Keynesianism or within heterodox economics
in general (Q23) all the respondents –who felt familiar enough with MMT to reply - considered
MMT to be a legitimate element of both. Geoff Hodgson noted with respect to Keynes, ‘I think it’s
a refinement of an important and central aspect of Keynesian economics’. However, when asked
to comment on the general attitude towards MMT in the economics community where they work
(Q24) several of the respondents pointed to lack of interest or even awareness, in particular,
Sheila Dow and John Smithin and Tony Lawson who noted, with an element of humour, ‘My
community of fellow academic economists is made up of mathematical modellers and haven’t
heard of anything...most of them would say, ‘what crisis?’ Those NMMT economists that have
heard of it seem very sceptical, Gary Mongiovi described their attitude –also with a note of
humour; ‘It pretty much lines up with mine: what’s sound isn’t new, what’s new smells fishy’. Steve
Keen argued that, ‘Mainstreamers typically think it’s either quite wrong or nothing new.’ David
Colander recognises the impact MMT has had on the mainstream, but agreed that, in the end,
the effect was the same “’It’s interesting, they actually had to think about it a little bit! In other
words, as opposed to just disregarding it and not even thinking of it, they said, ‘Something’s there
because she’s [Stephanie Kelton] advising Sanders and going over to Japan and talking about it
with Abe, So, we’d better think about it.’ Then they thought about it and said, ‘Yeah, not much
there’” (parentheses added).
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Scott Ferguson was more positive but noted the need for MMT advocates to form links with other
heterodox economists in order to raise their profile. ‘To make their influence felt MMT would have
to act in conjunction with other disciplines, other areas and other institutions; they’ve connected
with legal scholars, historians, many in the financial press and slowly a little in the humanities where I’m at. That’s MMT but that might hold for heterodox economics, in general’. Geoff Hodgson
was the most generous of all, ‘I think MMT is quite widely known these days, particularly given its
links to Bernie Sanders and Alexandria Ocasio Cortez. It’s had media coverage, especially in the
US and, to a degree in the UK as well. In that sense it is a heterodox success story’.
Geoff Hodgson’s comments notwithstanding, it seems that MMT is not seen as particularly
significant or even discussed, even in heterodox circles, let alone amongst mainstream
economists, underlining how far MMT has to go in terms of making the impact that I would argue
is commensurate with its insights.
Section F questions
25. How would you describe your approach to methodology?
26. Do you support a particular substantive approach to economic theory- if so, what are the
insights you believe this approach provides which you consider to be absent from
alternative approaches?
27. Do you consider pluralism* in economics to be valuable?
28. To what extent do consider neoclassical economics can be considered a paradigm (Kuhn)
or scientific research programme (Lakatos)?
29. To what extent do you consider that heterodox economists work within a community as
opposed to within their own schools?
30. What do you consider to be the essential features of a heterodox paradigm?
31. To what extent do you consider that a heterodox paradigm exists? If it does, to what extent
does such a paradigm exhibit these features or, if you consider it does not currently exist,
might it have the potential to do so?
32. To what extent are you familiar with/support critical realism?
33. Which heterodox schools do you consider to be compatible with CR?
34. What role, if any, do you consider CR might have in under-labouring a heterodox
paradigm?
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35. (i)

What are the key factors –within the economics profession itself or the external

political environment- which might encourage, or inhibit, the chances of heterodoxy (in any
form) replacing the current mainstream?
(ii)

In the light of your answer, to what extent might we expect such a change to occur
in the foreseeable future?

Section F summary table
Qn.

Pluralist

‘Horses for
courses’
1
Marx/Sr

Realist

2
Important/can
go too far
5
Failed
paradigm

1
Not important

25. Approach to methodology

2
MMT/PK

26. Substantive Approach

4
Very important

27. Pluralism

5
Paradigm

28. NC paradigm

5
Community
9
Common ontology

2
Isolation
1
Pluralism

1
No/Rejects
paradigm concept
in econ.
2
No direct response
1
Energy

1
Can exist
2
Familiar/supports
4
All het. schools
2
Possible
2
Pluralist education

1
Can’t exist
4
Familiar/
mixed view
2
Some schools
2
Not possible
5
New ideas

1
No direct response
5
Familiar /doesn’t
support
3
No direct response
7
No direct response
4
Events

3

2

3

29. Het. community
30. Het para. features
31. Het para. exists
32. Critical Realism
33. CR compatibility
34. CR under-laboured para?
35. Influences on change

6
Institutionalist

Inconvertible
foundations
1
‘Real-world’
2

Not explicit
1
Classical/lib
.
1

No direct
answer
2
Refusing
neutrality
1

Can’t exist/
No dir. ans.
7

Not familiar/
No support
2

Rents
1

No direct
response
2

When asked to describe their approach to methodology (Q25), the respondents produced very
varied responses. Gary Mongiovi noted “I like Geoffrey Harcourt’s ‘horses for courses’ approach:
207

different questions call for different analytical tools; use the tool that’s best fitted to the issue you’re
trying to understand”, whereas Steve Keen actually refers to the same approach but disagrees
with it, ‘I take a top-down approach to economic modelling. I think the neo-classicals’ desire to
have incontrovertible foundations in economics is something no one can disagree with... I
disagree with Geoff Harcourt on that front - Geoff… wrote the paper with Hamouda, the “horses
for courses” paper - and I have always rejected that…I work from macro down, so I think that if
you can actually understand most of the dynamics of the economy, simply by getting the structure
of it right and putting that in the dynamic framework, so that’s what I fundamentally do. So, that’s
my methodology’.
Sheila Dow takes another perspective on methodology, stressing the need for economists to be
aware of their own methodology and to be able to justify it; ‘My approach is to look at what
underpins methodology; in other words, to look at the ontological level and the epistemological
level and how that leads one to a particular approach to methodology. I’d also Iike to emphasise
how important it is to do that; not as a daily activity but simply for everybody to be equipped to
recognise what their own methodology is and where it comes from and to be able to form a view
about it, justify it and engage in discussion with others about it’. Jonathan Joseph adopts a
similar stance,
I don’t start from methodology and I wouldn’t identify with any one methodology;
I’m definitely not driven by methodology. I’d start the other way around and ask
what are my ontological and epistemological commitments? And ontologically, the
question is what is reality, what is the nature of the world? What is the nature of
society? And, once you get into society, what are its underpinning structures, how
is it socially stratified? What are the dominant mechanisms? How do we
understand the economy, culture, governance and the relationship between
societies and global governance? And then I think the question comes in about
the type of methodologies we might use to try to understand all those issues. That
would be my approach - not to start with methodology or to self-identify with a
particular methodological approach - but to start the other way around.
Jamie Morgan develops the theme that economists need to ask themselves key question as a
methodological starting point,
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What we should all be asking ourselves is what is the nature of the problems we
are all dealing with, and how can we collectively come up with solutions to those
things? Again, that doesn’t require you to agree with me in terms of the nature of
norms, but it does require you to agree with me that there are norms to argue
about in terms of how it is best to live and how we can all live and survive
collectively, and flourish.
John Smithin stressed the importance of his own ‘four stage schema’ (as discussed above) and
Ioana Negru argued in favour of pluralism and mixed methods research whereas Scott
Ferguson considers the challenging of previously accepted methodological assumptions to be
crucial.
I’d certainly avoid what I call a ‘cookie- cutter’ approach - where one takes a
well-known piece of methodology or applied writing and takes that way of seeing
the world and puts it over a new phenomenon and blocks out those things that
don’t fit, in order to reveal, once again, how the former writer was correct! That
said, at the same time I recognise that we are fundamentally shaped by our
context and are dependent upon and rely upon previous writing. I would say that
method is a dynamic process and it’s important to learn the lessons one has
learned from others and from others’ texts and intuitions that have developed
and applying them to a new phenomenon. However, it’s important to let that new
phenomenon speak and let it speak heterogeneously. The most valuable results
come when results challenge methodological assumptions.
Geoff Hodgson remarked, ‘I am philosophically a realist - drawing insights from critical realism
and from other realists - and I am strongly influenced by pragmatism and its realist variants’.
Tony Lawson argued that
we have to ask the question, ’who are we; what are we trying to achieve?’ I would
argue the goal is a world that facilitates generalised human flourishing in our
differences, as well as the flourishing of other beings. We are all different and what
is needed to support flourishing is always changing (as technology changes etc.).
Given that we can’t predict or control, what can we do? We can try to remove
obstacles to flourishing. The question then is ‘what are the obstacles?’ I think most
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of us would agree that things like racism, gender oppression, are obstacles; I
happen to think money is an obstacle - the monetary system; call it capitalism if
you like…My priority is the removal of obstacles in ways that result in all being
able to benefit. But that’s a long story of course.
When asked if they support a particular substantive approach to economic theory [Q26], a wide
range of schools of heterodox economics gained support, in particular Post-Keynesianism
Marxism, Sraffianism, Institutionalism (of various forms), feminism, ecological economics,
evolutionary economics, complexity economics and MMT. Ioana Negru, Tony Lawson and Jamie
Morgan do not align with a particular school but instead stress the importance of an underlying
realist ontology. (The justifications provided for this range of position is shown in Appendix 5:
Interview transcriptions). The interviewees were then asked if they consider pluralism in
economics to be valuable [Q27]. A rich variety of perspectives followed. Only one economist John Smithin - responded with a definite no. All the other responses considered pluralism to be
valuable but many recognised the possible dangers if it were to be ‘carried too far’. Ioana Negru
was one of the most positive,
As someone who has written extensively on pluralism, I do find pluralism not only
valuable, but a necessity in economics. I think economics would benefit from more
openness and tolerance at methodological and epistemological levels regarding
the way we build knowledge. Economics would benefit from a pluralist approach
to teaching - this would help us understand the complexity of the economic world
and develop approaches to understanding the economy. In fact, this links back to
my ‘trio’ - I stand for the advancement of ethics, methodology and pluralism in
economics. I think that would bring change and progress within the economics
profession.
Gary Mongiovi used a familiar analogy to emphasis his support for pluralism, ‘I think it is very
valuable. If the only tool you own is a hammer, every problem looks like a nail. To study complex
social processes, we need a well-stocked tool-kit’. David Colander emphasised the importance of
open-mindedness in his response, ‘I think an open mind is valuable, and I think that means being
open to all possible ideas. Now, if that’s what you mean by “pluralism”, fine.’ Steve Keen takes a
positive view of pluralism - as was evident from his answer,
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Fundamentally, when you don’t have a complete set of answers now you need
every answer at the same time. So, in that sense, I’d rather have people getting
together and saying ‘Let’s try to work out a cohesive perspective that makes sense
because we don’t have one at the moment,’ so that’s a good argument for
pluralism…You get a huge range of specialisations but they all share a common
philosophical starting point (and that’s the nature of pluralism in physics). I’d rather
get that sort of pluralism in the long-term, but in the short-term you need pluralism
to pull people together, so the key stuff that is left out by one paradigm can be
suggested by another.
Jonathan Joseph agrees that pluralism can be a good thing but argues that more pluralism is not
necessarily a step in the right direction.
I’ve always disagreed with the argument that pluralism is always a good thing. I
am not wedded to one approach, definitely; my own work is criticized by
everybody... I am definitely pluralistic in some respects but I don’t think, in general,
pluralism is a good thing in of itself. What’s good is being right; having the right
answers! I am an epistemological relativist insofar as I don’t believe we are ever
going to find an absolutely correct answer and I think we need to be constantly
critical and self-reflective about our approach but that doesn't mean I embrace
pluralism in the sense of tolerance of everybody else’s views. Some things are
wrong and if they're wrong, I don’t agree with them!
Geoff Hodgson’s position aligns with this and, in his response, he stressed the importance of
creating the correct balance between pluralism and consensus.
I have long been convinced that pluralism is valuable, but I have become more
and more convinced over recent decades that too much pluralism is dangerous…I
have been influenced by Michael Polanyi and Philip Kitcher who - rather
independently of each other - have argued that we need a balance between
consensus and pluralism. Pluralism is necessary to drive innovation. But with too
much pluralism we argue about everything all the time and never get anywhere!
That’s been one of the key problems with heterodoxy; it’s pluralist - which is good
- but there is little consensus on core issues. That leads to two major problems.
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First it becomes difficult to be cumulative. Every development is critiqued to
destruction, while there is too much repetition of old ideas from Marx, Keynes or
wherever. The second major problem is quality control. If you can’t agree on what
the basics are, then you can’t exclude many things. Those two problems have
beset heterodoxy. I think an understanding of the need for a degree of consensus
- as well as of pluralism - is essential.
Sheila Dow considers pluralism to be very important but noted that ‘if it’s taken as “anything goes”
then you give up the game. In practice, that’s not going to happen because if we talk in terms of
schools of thought, a school of thought functions as a community - accepting there are overlapping
communities - that doesn’t need to discuss methodology every time there is a conversation, so
progress can be made. So, in practice, there are a limited number of schools of thought which are
recognisable and it allows what I would call “structured pluralism”’. Scott Ferguson took a similar
line, ‘I think it is a good thing and it can be carried too far...I value pluralism and important new
insights can come from the tensions between different approaches but I think there is a flattening,
“anything goes” kind of pluralism - pluralism for its own sake - that I think is problematic and I think
there are times to dig in. I don’t think you should never read Marx or throw out Marx or throw out
Post-Keynesian economics but in particular moment, on a particular issue I may dig in and say,
“no, not pluralism” or “everyone-has-a-right-to-their-own-opinion”’.
Tony Lawson provided the most detailed response and argued that the mainstream’s insistence
upon mathematical modelling has effectively restricted the potential for pluralism to enhance the
work of the discipline.
I believe I am a pluralist but, for me, pluralism doesn’t mean accepting everything.
It means a willingness to engage, a willingness to tolerate different ideas, but not
necessarily to allow anything a place, and certainly not to agree with everything.
There are some views or approaches that should not be tolerated. Given I am
interested in generalised human flourishing, I can’t accept everything - I would
have to describe racism, sexism etc. as unacceptable. In economics, pluralism is
constrained by the dominance of mathematical modelling; it kicks out ontology. If
you insist in advance on using a hammer for all your DIY jobs, the role of ontology
is absented! By arguing for a switch to ontology – something that I think is clearly
warranted – you promote pluralism, you create the conditions for informed variety
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of relevance. In economics, it isn’t the use of mathematics itself that’s the problem,
it’s the mismatch of the tool to the task. While I am happy to include everyone in
the academy (including mathematical modellers), I don’t think we should support
the current modelling emphasis and orientation. Rather, I think the onus is on all
of us to justify our choice of method. Mathematical modellers never do. If I applied
for funds from a sponsor and said I proposed to carry out research into the causes
of discrimination in the workplace or whatever using a stethoscope, a hammer and
a particle accelerator, I‘d probably have to justify that choice of method…
Modellers don’t ever have to justify their choice; they just use methods as they
wish – they could even say they’re going to use econometrics – with no
justification. Yet why are these methods more relevant than the hammer or
stethoscope etc. I believe they are not. The point though, is that, the choice of
any method, especially those as seemingly irrelevant or prima facie unpromising
as mathematical modelling, should be justified; pluralism comes with criticism
(emphasis in the original).
When asked to consider if neoclassical economics ought to be viewed as a paradigm (in Kuhnian
terms) or scientific research programme (in Lakatosian terms) [Q28], of those interviewees that
responded only David Colander and Jonathan Joseph answered in the negative. However, the
reason for their responses lies in their rejection of the use of the term (and other similar labels) in
the field. The general consensus was that neoclassicism might well be termed a paradigm, albeit
one which has apparently failed (notwithstanding its ability to retain its hegemonic role); Steve
Keen stressed this point (with a strong element of irony), along with his preference for a
Lakatosian perspective rather than a Kuhnian one, ‘It’s a failed paradigm. It’s certainly a paradigm,
it’s very much got all the ideas that Lakatos puts forward, a hard core, protective belt, and so on.
I prefer the Lakatosian idea to how a paradigm develops to Kuhn’s, but fundamentally they’ve got
a shared theory of value and they’ve spent the last hundred and thirty years finding out it doesn’t
work and refusing to admit it’.
When asked to reflect upon the extent they consider that heterodox economists work within a
community as opposed to within their own schools (or even alone) (Q29), David Colander
considered them primarily working independently of each other ‘I’d say that they very much create
their own individual schools. I just came from a conference at the New School, and I’ve been
advising the New School for a long time to combine with George Mason University and offer a
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joint degree, so that here you have both the right and the left arguing, maybe you’re better able
to place your students if you have them coming from both perspectives as opposed to a single
perspective. But I find heterodox economists generally to be as inward-looking as I find
mainstream economists’. However, the general feeling was that a heterodox community does
exist. Gary Mongiovi observed, ‘We sometimes squabble — the by-product of what Freud called
“the narcissism of small differences.” I have noticed in the past ten years that there is less of this
going on, that younger economists recognize that there’s room for different, including competing,
perspectives. We are now largely a community of diverse groups operating under a big tent. We
have our differences, but the debates are healthy rather than divisive, at least most of the time’.
Jonathan Joseph accepts the existence of a community (of sorts), ‘you can call [their relationship]
a “community” but then its members are defined by things other than theory. They can be defined
by things like personal relationships, friendships and similarity of position within the academy.
…People self-identify with a school or an approach that happens to be in vogue at a particular
time and I see a lot of people holding on to a position in order to feel more comfortable in their
environment’.
Scott Ferguson, Steve Keen and Ioana Negru all consider there to be a heterodox community, as
do Jamie Morgan and Sheila Dow – although the latter also stress the tribal nature of economics
and the tendency of heterodox economists (despite operating within a community of sorts) to
coalesce into schools. Negru noted the potential for intra-community argument but does not see
this as necessarily having a negative effect, ‘In “A History of Heterodox Economics” [2009], Fred
Lee argues about a community of heterodox thought. I think there are challenges coming from
working within a community and within a certain school of thought. Very often, heterodox
economists have been accused of not being very pluralistic because they defend a certain
substantive position. There are fierce debates among many heterodox scholars but this is likely
to enhance the engagement within the scientific community’. Tony Lawson acknowledges that
economists work as individuals but, nevertheless he does believe in the idea of a heterodox
community, ‘I think all of reality is made up of emergent totalities…and in the social realm we all
combine to form communities…And there are communities in economics based around
interesting questions such as the implications of digitisation on the economy, or around studying
Veblen and institutional issues or around studying Marx, etc. So, you can have a community - I
am part of a community called the Cambridge Social Ontology Group…I think there are
communities within economics - they can unite around ideas, questions, theories. You can have
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Post-Keynesian communities, Marxist communities but, at the same time, you can have
individuals working by themselves, isolated, working on Marx, for example.
When asked to consider what the essential features of a heterodox paradigm might be or even if
such an integrated structure would be feasible (Q30), the responses were mixed; for example,
Jonathan Joseph, David Colander and Gary Mongiovi reject the idea of a unified heterodox
paradigm. Sheila Dow recognises and emphasises what heterodox economists have in commonfinding a foundation for their work in an open systems ontology – but nevertheless she rejects the
idea of an overarching paradigm, ‘What I don’t want to say is that out of that comes a synthesis
which is what a lot of people talk about - that being pluralist means drawing from a whole range
of approaches into one big synthesis. I don’t think that’s possible because, say, a Marxist and an
Austrian can have a conversation out of which interesting things might come, but fundamentally
the way they see the world is so different it doesn’t make sense for there not to be schools of
thought where each of them pursues their own agenda’.
Ioana Negru is more positive about the possibilities for a heterodox paradigm and more open
about its nature, ‘I think we need a common philosophy of economic science and a synthesis at
the level of various sub-disciplines in economics to avoid fragmentation. I think there are many
visions of a heterodox paradigm…’ Scott Ferguson was prepared to consider such a paradigm’s
features, ‘refusing neutrality, refusing equilibrium, refusing disembedded relations. The work of a
heterodox paradigm…affirms history and involves thinking about economics in terms of power;
it’s hard for me to imagine any heterodox economist that doesn’t reckon with power in one way
or another whether that's in terms of competition, class conflict or even entrenched …interests’.
Steve Keen’s response had a very radical, environmental focus, he reflected that, ‘it has to include
energy. Theories of production that leave energy out are theories of fantasy, and both neoclassicals and post-Keynesians have been guilty of that…Secondly, it’s got to be monetary.
…Thirdly, it has to be social, class-based…And it has to understand the economy as a complex
evolutionary system. Those are my essentials’. He then added a comment about how narrow he
considered the current appreciation of such ‘essentials’ to be, ‘The extent to which I find other
economists aware of it, it tends to just be the evolutionary economists and the ecological
economists - so even the post-Keynesians tend not to be focusing on that overall - what I’d see
as a - unifying framework.’

215

As noted above – in earlier questions - amongst the interviewees, little support exists for the idea
of a unified heterodox paradigm. This broad consensus was confirmed when the interviewees
were asked directly if they consider that a heterodox paradigm either currently exists - or even
that it has the potential to do so in the near future (Q31). However, Ioana Negru does believe –
following Lee - that it is at least a feasible construct and that it might be founded on three principles
‘Fred Lee emphasises the three important elements that characterise heterodoxy: a group of
theories; a pluralist community of heterodox economists; an opposition towards the mainstream.
I tend to agree with this’. Tony Lawson sees the common ontology of many heterodox groups as
having the potential to be a source of unity (an issue to which he returned later in the interview).
I think heterodox economists share a commitment to a particular ontology and
underlying most of what they do is a vision of the world as open, relational,
processual, characterised by meaning and so on. That which defines particular
heterodox groups – i.e., that sorts individuals into groups such as feminism, postKeynesian etc. - is not a theory but the questions being asked - the sorts of things
that those involved are interested in. So, every feminist might conceivably have a
different theory of care or of oppression or discrimination, but it is the focus on
these sorts of issues that matters. Every evolutionary theorist may have a slightly
different account but is interested in the same sorts of evolutionary issues. It’s the
same as people who focus on uncertainty - particularly the Post-Keynesians.
Others have argued against the existence of commonality in these groups. You
mentioned Geoff Harcourt earlier. He wrote a paper with Omar Hamouda where
they said there's nothing in common to Post-Keynesians. But that was on the
grounds of looking for common substantive theories. On that basis physicists can
be very different, biologists can be very different - they qualify as physicists etc not
by agreeing on theories but on the sorts of questions they ask, the approaches
they take. I think is true too of heterodox groups in economics.
Significant differences of opinion became apparent when the interviewees were asked about their
extent of familiarity with or support for critical realism [Q32]. David Colander and Scott Ferguson
are not familiar with critical realism and Steve Keen is firm in his rejection of it. Gary Mongiovi and
John Smithin are both familiar with critical realism but neither expressed support in their response.
John Smithin describes himself as a philosophical realist but disagrees with the specific form of
philosophical realism that is expressed in critical realism.
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The problem with critical realism, I would say, is that it’s an attempt to ‘ground’
realism using the methods of idealism, just as in Kant (the reference to Kant's
‘critical idealism’ is more-or-less explicit) …I would argue that any attempt to
ground realism using the methods of idealism is bound to fail 163. ‘Thought’ itself
cannot be the starting point. It’s the same issue that we looked at earlier…during
discussion of mathematics and philosophy. I found an interesting and relevant
quote from Etienne Gilson (the late founding Director of the Pontifical Institute of
Medieval Studies here at Toronto) - ‘the problem of finding a critical realism is selfcontradictory, like the notion of squaring a circle’.
Turning to what is required; I certainly think we should be committed to realism.
…We have to think about reality in the social world - the reality talked about by
John Searle, for example - the ‘construction of reality’ is different in the social world
to the physical world. It’s not a question of the age-old debate between realism
and idealism - realism has got to win. It’s a question of how to do it. We have to
find a realism that applies to the social world…I think that’s the challenge. Critical
realism was right to ‘bring back’ realism, it was right to take the ‘ontological turn’
but - how can I put it? - you can never actually achieve knowledge from their
chosen starting point.

I would stress two things here. First, I do not agree with this view and would argue that it results from a
misunderstanding of the distinctive nature of transcendental realism (as opposed to the transcendental idealism of
Kant). Following Bhaskar (2013: 27), I would argue that, ‘Both transcendental realism and transcendental idealism
reject the empiricist account of science…Both agree that there could be no knowledge without the social activity of
science. They disagree whether in this case there would be no nature also. Transcendental realism argues that it is
necessary to assume for the intelligibility of science that the order discovered in nature exists independently of man,
i.e. human activity in general. Transcendental idealism maintains that this order is actually imposed by men in their
cognitive activity. Their differences should thus be clear.’ Second, as noted in section 4.6, it is not my intention to
enter into a debate concerning the relative merits of realism and idealism – this is true of my interviews. My aim
here is to assess the extent of support amongst economists for critical realism as an under-labourer, rather than to
convince them of the merits of philosophical realism of the type advocated by Bhaskar, in particular.
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Sheila Dow recognises the importance of critical realism and how it has promoted the role of
ontology, ’critical realism has really crystallised in my mind the role of ontology and the need to
be explicit about it. I think that has been a great contribution of critical realism – but…once you
dig down to the more detailed theoretical underpinnings of it I find I have some differences of
opinion…there is this sticking point about different open system ontologies’. Geoff Hodgson
argues that critical realism is not especially influential and, in any case, is not able to unify
heterodox economics. ‘We can investigate how influential critical realism is in general, and Tony
Lawson’s important version of it, in particular. Unfortunately for Tony it’s not very influential 164. Of
course, that does not make Tony wrong. It simply means that relatively few adopt his argument.
Fred Lee used to say that critical realism was one of the tenets of heterodox economics, but I
think that this is just ceremonial lip service. In practice, critical realism does not unite the majority
of heterodox economists…I don’t think heterodoxy itself has the means for creating a single
school. It is theoretically too diverse, and is united more by leftist ideology than anything else’ 165.
Jonathan Joseph considers that critical realism has a contribution to make but his support for
critical realism is far from unequivocal, “My biggest issue with some of the critical realists is that
they think there is something which can be called a ‘critical realist approach’ to the field of study
that they’re in… some people might say there’s a critical realist approach to economics. But I
would say, no. It’s what kind of approach do you take to [say] Marxist economics? That’s the
interesting question; not whether there’s a ‘critical realist economics.’ And likewise, is there a
critical realist theory of society? No, there shouldn’t be - not if you start with the early work of
Bhaskar, where critical realism was a philosophy…to both the natural and social sciences…it’s
designed to be an under-labourer and the occasional midwife and I’m much more of that opinion’
(parentheses added). Ioana Negru is more directly supportive, ‘I am familiar with critical realism
and I have been, for many years, a member of the Critical Realism Workshop and Cambridge
Social Ontology Group, with Tony Lawson. I respect critical realism in particular for two things
- emphasising the need for an “ontological turn” in economics, and for bringing the discussion on
mixed methods and triangulation into economics’.

Hodgson refers to Jo et al. eds. (2018), Mearman et al. (2019) and Hodgson (2019a) and notes that critical
realism (as supported by Lawson) is present in those texts but only a small minority of heterodox economists
adhere to it.
165
See Hodgson (2019a) for a detailed explication of this contention.
164
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Jamie Morgan is supportive of critical realism but he maintains a nuanced position; he
recognises that Tony Lawson’s name has been very closely linked with critical realism in the
past, however he argues that a better description of Tony’s current position – along with his own
- is that of advocacy of realist social ontology, ‘Tony Lawson is heavily associated with critical
realism in the popular mind, but if you ask him yourself 166 …he will say that he’s not a critical
realist. By that, he is not repudiating critical realism. What he is saying is that he is a
philosophical or ontological philosopher. So, he’s interested in realism, philosophically speaking,
and one way that has been labelled is as “critical realism”’. 167
Tony Lawson, unsurprisingly – notwithstanding his evolving approach to the exact meaning of
critical realism within his broad- based advocacy for a realist social ontology - argues positively
in favour of critical realism’s potential as an ‘under-labourer’ for heterodox schools. Indeed,
when asked to consider which of these schools critical realism might under-labour (Q33) he
answered that it could do so for all.
I think it can under-labour for all of them. This ontology that I think is shared by
institutionalists, feminists, Post-Keynesians, Marxists etc. - I don’t know a project
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Tony Lawson notes in his later interview, ‘I don’t mention critical realism so much these days in my own papers
just because so many people have taken it up and run with it and they have made it mean what they want it to. Just
like the term ‘neoclassical’ can be used to refer to anything the users don’t agree with - critical realism for some is
used to refer to anything they produce! For me, the important thing is the emphasis on social ontology - critical
realism is an answer, a theory; it is an ever-developing one, but it’s a theory or answer - realist social ontology is a
form of study. The latter is what I am most interested in. Its social ontology pursued in an explicit and systematic
way that is almost everywhere missing. In the early days people like Margaret Archer, Andrew Sayer, Alan Norrie,
myself came together and realised we had a lot in common; Roy Bhaskar was there too. Roy called what we were all
pursuing critical realism and we all went along with that. Since then it has developed, and we’ve all taken different
views on various aspects. For example, when Roy Bhaskar announced a dialectical turn, I was of the view that
dialectics had been included all along – that its inclusion wasn’t new. So, it’s never been that straightforward. We all
very straightforwardly agree about say, the worthlessness of the sort of stuff that goes on inside economics; we’re
united in our opposition to that. But once you get down to the details of the positive programme there are lots of
different positions or strands within critical realism.
167

In his interview, Jamie Morgan develops this perspective, ‘when you say ‘critical realism’ what is it exactly that
you mean? Most people would think of the work of Roy Bhaskar. Now, Tony is obviously quite sympathetic to Roy
Bhaskar’s work and he was quite a good friend of his… but they don’t agree on everything. Also, there are many
different ways that the term ‘critical realist’ is used by critical realists or people who self-identify as that. So, when
you say ‘critical realism’, you are imputing something into the work of Lawson which he wouldn’t necessarily agree
with himself, and if you’re asking me the same thing I would also say that. I find it very uncomfortable when anybody
tries to label me as anything’.
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that elaborates it better than critical realism. It puts the goal of elaborating the
nature of social relations, processes and openness up front, so it could act as
under-labourer for all of them. It can be viewed as under-labouring even when
criticising mainstream economics for presupposing an ontology of isolated atoms,
where social reality in its basics is the opposite – here it is under-labouring for
would-be mathematical modellers too! The implication in the latter case is that
mathematical modelling methods are best reserved for experimenting in situations
where there is reason to suppose human behaviour at least approximates to that
of isolated atoms. So, it could under-labourer for that modelling project as well –
though in this case there’s no one listening!
Other interviewees – who are familiar with and at least give measured support to critical realism
pointed to particular schools that critical realism might ‘under-labour’, for example, Gary Mongiovi
suggested, ‘Perhaps Old Insititutionalism and the branches of Post-Keynesianism that focus on
Chapter 12 of The General Theory’ and Jonathan Joseph pointed to Marx.
Little support for the possibility that critical realism might have the potential as an under-labourer
for a heterodox paradigm (Q34) was apparent - most of the interviewees having made their
position clear in response to earlier questions – however, Gary Mongiovi commented, ‘I would not
assign it a large role. I think it is methodologically wrongheaded, and is moreover anti-pluralist in
its radical hostility toward any kind of equilibrium analysis’. Sheila Dow reiterated her position that
no overarching paradigm is possible or, indeed, desirable and the presence of distinct and
different perspectives is beneficial especially if they spring from an acceptance of varied opensystems ontologies. She believes that this argument is especially powerful in the case for policymaking
The important thing is open systems and pluralism and recognising that people
see the world in different ways. This becomes very pointed when you think about
governments seeking advice and you have an array of heterodox economists who
see the world in different ways - as policy-maker what do you do about this? The
first answer is that a political party has a particular view of things and will tend
towards schools of thought where the advocates think in a similar way to them.
Yet in politics you always have to deal with diversity of opinion, different
perspectives and so on. If you think of Keynes’s ‘weight of argument’ approach220

his epistemology (and methodology) was to draw on different strands of argument
in order to arrive at a provisional conclusion. The more the evidence seems to
point in one direction the more weight is attached to that view. You could put it in
a way which illustrates that agreement from different perspectives bolsters
confidence. For example, if a Post-Keynesian and institutionalist come to the same
policy conclusion then you can feel a bit more confident in it. It matters - when
there is a difference of opinion- where that difference comes from. It’s a matter of
the economist putting forward a particular position needing to justify where the
view comes from, to communicate it effectively and then for the policy-makers to
make of it what they will.
Ioana Negru was positive about the role of critical realism and linked her answer to Lee, but
insists that the advocates of critical realism have work to do to further this aim – especially in
promoting multiple methods in research.
Fred Lee’s dream was that critical realism would become the foundational ground
for heterodox economics, launching a call to all heterodox economists, including
post-Keynesians, to become critical realists. I think critical realism might have such
a role, but as a precondition, I think critical realism would need to take a role in
building the grounds for qualitative analysis in economics (it has been very critical
of universal mathematical formalism, but perhaps not as forthcoming in suggesting
qualitative alternatives). What I think it needs to do is suggest a means for building
an array of tools for research in applied economics. The use of retroduction is very
interesting, but I still think we have lots of work to do regarding building these
research methods.
The final question required the interviewees to assess the future potential for change in the
economics academy (Q35); something which is always difficult, especially for heterodox
economists who see the future as uncertain! A general feeling of pessimism with respect to the
possibility of change within economics was apparent. David Colander believes that building an
inter-disciplinary structure is the best way forward but looked to the existence of rents as a
powerful source of inertia within economics.

221

The way you look at things, how academia is structured, creates rents for people;
rents are what people are fighting for within academia. You can’t change
academia, because that affects the rents and tends to pull rents away from people.
Here the only way think of it is we have a system that’s generating all kinds of
rents for all kinds of people given the way it is; trying to change it changes those
rents, and therefore doesn’t happen easily or fast…I do not expect change to occur
- not because intellectually people don’t understand the need for change, but
simply because as a practical matter, the way rents would change [it isn’t feasible].
Can you imagine a department saying, ‘Well, we’re going to combine political
science and sociology and economics all in a single department, and they’re going
to decide who gets tenure and what happens’? It isn’t going to happen anytime
soon, even if it should.
Gary Mongiovi lamented the lack of education amongst economists alongside what he describes
as ‘hyper-specialization’ as barriers but at least he feels that heterodox economists are prepared
to fight for change,
economists are now very badly educated: most of them know little more than the
four or five models they learned in graduate school, and the statistical algorithms
required to test minor variations on those models. They know little of intellectual
history, little about alternative perspectives, little about history, politics and
sociology. Indeed, far from thinking that they might learn something useful by
studying these other disciplines, economists often assume that those other
disciplines would be more scientific if they adopted the tools of economics. The
second problem — but perhaps it is the same problem — is hyper-specialization.
I appreciate the benefits of the division of labour, but we have got to the point,
even to some degree in non-mainstream circles, where an extremely small group
of researchers are hoeing the same field; they mainly read each other’s work, and
people who aren’t deeply immersed in that specific body of work cannot assess
its robustness because they’re not familiar with paradigm. This creates real
language barriers for economists who would like to bridge sectarian divides... [as
for change] I’m not expecting it in my lifetime. Fortunately, heterodox economists
tend to be the sort of people who are energised by the struggle.
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Steve Keen also pointed to the barriers within economics, but followed that with some positive
factors. However, he remains pessimistic regarding the time scale for change.
the bad is that the neo-classical dominance is so complete. In fact, the
uselessness of economics is a major defence in its favour, because you don’t use
economics to build a bridge. If you did, the bridges would all fall down, there would
be complaints and you’d get a reform of the discipline fairly rapidly…Another
problem with this neo-classical dominance is that most economists have been
trained by neo-classicals; they don’t know that there are alternative ways of
thinking about the economy even though they know the neo-classical is
wrong…Those are the two major constraints that I see getting in the way.
The positives - well, the Rethinking Economics movement came out of the GFC
and the mainstreamers not seeing that, not acknowledging it. They’ve now got
substantial backing, substantial presence, all over the world, so they’re a thorn in
the side of the mainstream. That’s very positive. Same for ‘Extinction Rebellion’,
that’s also a major thorn in the side of the mainstream - and ultimately the fact that
the real world is going to impose the need on us to think about the world in a nonneoclassical way, whether we want to or not. I think that’s where the ecological
crisis we face, as bad as it is, will be a wake-up call even neo-classicals can’t
ignore… [Change is] a way off. I think it’s on the other side of an ecological crisis.
In addition to the possible impact of a possible internal dynamic for change, Jonathan Joseph
noted the importance of events – even though he is aware that the last major crisis was not
sufficient to dislodge the mainstream from its hegemonic position 168. ‘There are two ways you
might get a paradigm shift; one is an “internal combustion” through the theories not being able to
explain something – a Copernican revolution taking place. The other one would be an “external
explosion” caused by something like the financial crisis –which…did have an effect- but we are
back to a quite a high degree of complacency now’. Scott Ferguson outlined the possible ways
forward for heterodoxy, and the contingent factors which might help facilitate progress, ‘first,
communities of heterodox economists committed to building institutions, publishing media,
168

Joseph cautioned ‘I think these factors would have the most effect on the field and if the field is immune to
their effects then we have real problems with the field. It’s then effectively wedded to dogma and orthodoxy and
is unable to look at the world around it’.
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second, the willingness of funders to support such efforts and third, broad shifting political and
social circumstances that make heterodoxy important, eventually rendering orthodox economics
less and less relevant.’ Sheila Dow reiterated her optimism about the current generation, I am
optimistic about what this upcoming generation are doing; this has happened before but now it is
more serious - in the past these pressures have come and gone but this time this generation have
formed institutional structures and they are producing course materials and mechanisms for
changing the way economics education goes...It’s pushing all these big issues to the fore such
as income distribution and climate change - that’s clearly changing the way people think’.
Geoff Hodgson stressed the strategies that heterodoxy needs to follow,
David Colander’s strategy is to go for a unified structure of social science to force
mainstream people to have a dialogue about underlying concepts or philosophical
assumptions, within an interdisciplinary context. That’s worth pursuing. It would
create space for the kind of courses that matter - especially for heterodox
economists who are methodologically-inclined and the critical realists,
institutionalists and others. Another strategy is to pick winners - to see what's
succeeding. MMT is an obvious candidate 169. We could focus on them, build up
some journals, try to create an organized presence, alongside or within the
mainstream, whatever works, get the ear of key policy units, of key grant-providers
and so on. If it generates attention and has some robustness, then it gives
something to work on. It would take a lot of strategic skill. But it is another potential
strategy. Another strategy is to focus on a particular aspect of study. We could for
example concentrate on institutions, as they are crucial in the economy. We could
adopt

a

multidisciplinary

approach

rather

than

a

single

disciplinary

approach. Overall, we need a dialogue about strategy. I think it is just beginning
to happen after a long time; we are discussing the way heterodoxy can move
forward.
Ioana Negru, in common with many other interviewees, stressed the importance of education.

Geoff Hodgson’s labelling of MMT as a potential ‘winner’ is unusual for an economist outside MMT but is,
nevertheless, welcome from an MMT perspective.
169
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When the GFC emerged in September 2007, I generally thought that we would
experience paradigm change and I was very disappointed that things broadly
remained the same. One particularly crucial factor is education. There are also
issues with the rankings of journals. There are also factors undermining the work
of heterodox economists, such as the difficulty of teaching pluralist courses in
economics. I go back to what we have to do, though. If we are criticised as not
viable alternative, we have to work out why. That is why I think building on a
rigorous conception of science is very important. We need to come together on
key issues such as sustainability - if we can do that, this might help us build an
alternative to the mainstream. What will also help this challenge is the student
movement and their requests for the introduction of pluralism into teaching. We
ought to build on the commonalities between mainstream and heterodox
economics and accept the need for pluralism in teaching and a new emphasis on
the history of economic thought into the curriculum. We need to build further
bridges for improving the discipline of economics. In summary, we need to build
on the progress we’ve made so far in developing theories and how they link to the
underlying conduct of science.
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7.3 Conclusion
When compared to the results obtained in R1, a similar degree of consensus was apparent in R2
when the endogenous nature of money and the essential description of banking were considered;
again, all respondents acknowledge that banks should not be viewed as pure intermediaries but
rather as having the power to create money through lending.
Again, all agreed that the GFC had revealed the theoretical deficiencies and policy inadequacies
of mainstream economics. All agreed that the effect of the GFC upon the hegemony of New
Consensus Macroeconomics had been less than might have been expected if mainstream
economists had behaved in the way that they say they do; in fact, this sentiment was even more
strongly expressed than in R1. In general, as was the case in R1, the interviewees were generally
pessimistic about the chances of heterodoxy mounting a serious challenge to mainstream
hegemony – certainly in the short-term - providing further strong confirmation of my initial
hypothesis; that the absence of academic freedom has insulated New Consensus
Macroeconomics from heterodox criticism, in turn, allowing a ubiquitous formal mathematical
deductivist methodology to persist and the mainstream paradigm to maintain its hegemonic status
in the face of significant contradictory evidence.
Although wide differences in interests and key focus were still clear in R2, a greater degree of
consensus in terms of attitudes to mathematics and history were apparent when compared to R1.
All the respondents consider history to be important and a strong theme of criticism of the
mainstream’s attitude to mathematics characterised the responses in this round. This was
centred on the mainstream’s alleged misuse of mathematics, its insistence upon mathematics
being used a specific way (in a matter irrelevant to the real world) and, perhaps most damning,
the contention that the actual mathematical techniques favoured by the mainstream are not fit for
purpose. When the interviewees’ attitudes to state and credit theories of money and the ability
and appropriateness of central bank control or influence the long-term risk-free yield curve were
considered again a heterogeneity of opinions was clear.
As was the case in R1, general agreement exists amongst R2 respondents concerning both the
identification of the groups that make up heterodox economics in general and the belief that
mainstream economists do not see heterodoxy as a realistic alternative to orthodoxy. Again, as
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was true in R1, notable differences emerged when the respondents considered the balance
between complementarity and disagreement between heterodox groups.
The interviewees in R2, in general, showed a greater knowledge of and support for MMT
(especially its approach to analysing the monetary system) – when compared to R1. However,
criticism of MMT’s advocacy of a JG scheme as counter inflationary policy remained as prevalent
as in R1 (amongst those who knew enough of MMT to comment). Criticism of MMT –although
less forceful than was the case in R1 - tended to focused on the same areas (especially MMT’s
advocacy of the JG).
Given that interviewees in R2 are known to be active in the field of economic methodology (or
‘economist-watching’, in the case of David Colander) unsurprisingly, a greatly increased belief in
the importance of methodology was apparent in R2 when compared to R1. With one exception
(John Smithin), the interviewees recognised the importance of pluralism as a contributory factor
to the development of new and meaningful economic knowledge. However, there was also a
strong feeling that pluralism could be taken too far and finding consensus is also important 170.
Amongst heterodox economists, with respect to a rejection of an ‘anything goes’ approach to
methodology, my findings support those of Mearman et.al. (2019: 289). However, in general, my
research suggests a rather more measured support for pluralism vis-à-vis consensus than their
study indicates.
The idea of heterodox community gained strong support 171 but when asked about the possibility
of a closer relationship in the form of a paradigm or disciplinary matrix most interviewees were
not as supportive and sceptical about its feasibility; the majority of respondents consider the
differences between heterodox schools to be too significant. Similarly, critical realism as a
potential under-labourer received relatively little endorsement. However, many of the interviewees
have a positive view of the current generation of economists, the institutions they have created
and the work they have done to promote change in economics. For the majority of the
respondents, education is key and the promotion of a broader-based, pluralist economics is to be
greatly encouraged.

171

See Mearman et.al. (2019: 286-89).
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7.4 Research Review
My R2 interviews provide a vehicle for me to question several leading practitioners concerning
the nature of critical realism-informed research. I see this as valuable, especially given the
apparent dearth of detailed advice in the literature; Fletcher (2017) notes that “Despite critical
realism’s explanatory strength, some researchers have lamented the ‘lack of methodological
development’ on the application of critical realism in empirical research” 172. The one overriding
opinion of those interviewees who commented is that there should be no one critical realism based approach to research but, nevertheless, critical realism can be a valuable methodological
tool to inform research.
When asked how an acceptance of the validity of critical realism might influence a researcher’s
approach Sheila Dow (R2 interview) replied, ‘You start by saying how you understand the real
world and by thinking carefully about what that means for your…methodology’. My research
methodology reflects my perception of the real world and I would argue that Tony Lawson is right
when he describes ‘the world as open, as processual, as relational, as full of meaning and
characterised by emergence’ Tony Lawson (R2 interview).
Jonathan Joseph responded to the same question from a different perspective; as noted above
he disagrees with the contention that there is such a thing as a ‘critical realist approach’. However,
Joseph is able to point to the contribution that critical realism does make, ‘Well the main thing is
that it [critical realism] makes us aware - or tries to make us aware - of what we’re doing. What
assumptions are we making? …you could ask the question of researchers, ‘what is your object of
study?’ ‘Who are the main actors?’ …To be an actor you have to have intentionality so you’d ask
those kinds of questions about who are the actors and if there are a variety of actors then who
are the most important actors? If there are important new actors, how do their actions take effect?
What do they rely on? Are their actions socially structured?’ Building on my assumptions about
the nature of the worId, I argue that my object of study is the economics profession and the
intentional actors are the economists working within it. My research is designed to uncover who

Fletcher (2017: 181) refers to Yeung (1997) and Oliver (2012) when pointing to the absence of clear advice. She
then discusses the application of critical realism to qualitative research in a work project of her in order to provide
a useful template for others. ‘The purpose is to provide a concrete and detailed exemplar for researchers wishing to
employ critical realism in their own work, while examining some methodological implications of critical realism for
qualitative research’ Fletcher 2017: 182).
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the most important actors in economics are and what social structures and behaviours they rely
on.
Lawson (R2 interview) argues, with respect to research, that, ‘It turns out that the nature of social
reality is such that looking for correlations and making predictions is a fruitless activity, rather
economists should look to identify causal mechanisms. That’s the method but it is justified in
terms of the ontology. To employ the method, we look around for surprising contrasts such as
crises to explain. It’s contrast explanation. It involves starting from a surprise’. I argue that the
behaviour of the economics profession during GFC and its aftermath provides just such an
apparent ‘surprise’ – that the economics profession did not, contrary to their expressed
methodology, expose their theories to falsification. The purpose of my research programme is to
enable the identification of the structures and mechanisms that underlie that behaviour.
Following on from developing an understanding of the structures and mechanisms at work, a new
question arises; despite the seeming lack of dynamic-for-change, can heterodoxy still mount an
effective challenge to the mainstream? To find an answer (and establish the role MMT might play)
I have to focus my research upon the lived experience of practising economists, a technique
consistent with Lawson’s observation: ‘The key then is recognising that the choice of tool depends
upon the nature of the task’ (Lawson R2 interview). I agree with Lawson when he notes that,
‘Research is a labour-intensive process involving a lot of critical reasoning and sensitivity to
contingencies of the situation’ (Lawson R2 interview) and I describe the results of this research
programme in chapter eight.
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8 Conclusion
8.1 Achieving the Objectives set for this Thesis
Before summarising my research findings in sections 8.2 and 8.3 below, I return to the objectives
which I set out in the introduction, part (ii) (p.11-12), and highlight where they have been achieved.
1) To trace the possible historical antecedents of MMT within heterodox thought.
I met this objective in sections 2.1 – 2.6 (see also Appendices 6 and 7).
2) To analyse and summarise the methodology and substantive theory associated with
MMT.
I met this objective in sections 2.1-2.6, 3.1-3.7, 4.3, 4.6, 4.7 and 8.3.
3) To outline the application of methodology to economics and evaluate the potential for
critical realism to ‘under-labour’ a new heterodox paradigm.
I met this objective in sections 4.1-4.7, 5.1-5.4, 6.2- 6.3 and 7.2-7.3.
4) To establish the reasons for the apparent hegemony of mainstream economics.
I met this objective in sections 4.4-4.5, 6.2-6.3 and 7.2-7.3
5) To establish the extent of understanding of MMT and agreement with its key principles
that exists across a range of schools in economics.
I met this objective in sections 6.2-6.3 and 7.2-7.3.
6) To provide a judgement upon the feasibility of an alternative heterodox approach (or
paradigm) which might lead to improved scholarship and an increased production of
meaningful knowledge in economics.
I met this objective in sections 6.2-6.3, 7.2-7.3 and 8.2
7) In the light of my research, to assess the potential for MMT to contribute to such a
heterodox alternative.
I met this objective in section 8.2-8.3
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8.2 The Nature of Heterodox economics: Isolated Schools, Community or
Paradigm?

This thesis deals with economics or, more exactly, I would argue, political economy- but it also
deals with philosophy, sociology and politics. At its core is a philosophical denial of the both the
possibility and desirability of value-free economics. I argue that all economists pre-suppose an
ontology and I advocate in favour of making this explicit. I also discuss sociology, namely the
sociology of the economics profession and argue that its present sociological structure greatly
hampers its potential for progress. The ability of New Consensus Macroeconomics to restrict
academic freedom and avoid the impact of repeated and deep-seated falsification is clear and
well-documented. The practitioners of New Consensus Macroeconomics claim to use a
deductivist methodology but in practice New Consensus Macroeconomics relies upon ad hoc
modifications to reinforce and maintain its hegemony.
I argue in favour of critical realism both as an ‘under-labourer’ of substantive economic theory and
as the possible unifying philosophy for a heterodox paradigm. I argue against a desire for monism
and in favour of pluralism and for Dow’s heuristics. I also stress the importance of education and
argue that if students are taught about the importance of pluralism (in all its forms), introduced to
alternative approaches and encouraged to think critically the chances of the profession being able
to produce meaningful knowledge in the future will be greatly enhanced.
I examine the possibility of constructing a methodologically-based heterodox paradigm and
whether such a structure might be considered as a feasible alternative to the mainstream. I argue,
in common with Tony Lawson (R2 interview), that the work of several heterodox schools is, in
principle, compatible at the level of ontology. Specifically, I contend that those groups which
possess commonality at the level of ontology and could be under-laboured by critical realism
would be able to work within a disciplinary matrix. I further argue that it is this belief in the need
for the work of economists to be founded on critical realism that provides scope for
complementarity, rather than necessarily an ontological homogeneity 173 (see section 4.2); as long
the ontology employed by particular schools ‘puts the goal of elaborating the nature of social

Although heterodox schools may be distinguished by the particular form of realist ontology they employ (Dow
R2 interview), I argue that the common acceptance of the foundational importance of a realist social ontology
nevertheless provides a basis for complementarity (Pratten 2013).
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relations, processes and openness up front’ (Lawson R2 interview) then potential compatibility
between them exists.
I contend that the work of, in particular, Post-Keynesians, Modern Monetary Theorists, Marxists,
Sraffians and (old) Institutionalists is in accord with a realist social ontology and therefore can be
under-laboured by critical realism. I argue that methodological individualism and deductive
formalism are methodologically barren and lack the potential to provide satisfying meaningful
economic knowledge. Such a methodology presupposes the ontological priority of the individual
over the membership of a group or society and therefore I would argue any claims its advocates
might make regarding its underpinning of value-free study are patently false. It assumes away
anything of interest. 174 I consider those schools which presuppose such an atomistic ontology,
such as neoclassicism, New Keynesianism and New Classical economics are incompatible with
heterodoxy, and the work of economists of these groups would necessarily be outside a heterodox
paradigm 175, so defined.
Following the heuristics outlined by Dow 176, I argue in favour of a type of behaviour for economists
working within a heterodox paradigm; namely an acceptance of the credibility of other schools
within heterodoxy. Work within this paradigm would include the contributions of ‘methodology
specialists’, those who spend the majority of the time refining their own theories within the aegis
of a particular school –without denying the validity of other heterodox approaches-and, crucially,
those who have a broader focus, cross–citing between heterodox groups and drawing insights
from different perspectives, often integrating theoretical insights from different schools (Fulbrook
2016; Potts and Armstrong forthcoming; Armstrong 2020). Economists may argue (politely) over
substantive points but are prepared to mount a collective defense of heterodox economics against
mainstream thinking. I contend that critics who are aligned to a particular heterodox school but
deny the general validity of the other heterodox schools would not contribute in fruitful way to the
work of a heterodox paradigm. Criticism of individual heterodox studies on a case-by-case basis
is, of course, to be supported; I refer here to an ‘across the board ‘rejection of a whole framework

174

‘One thing that I’ve once said, which I’ve always believed in, is that the standard DSGE mainstream models, which
are used by central banks, exclude by definition, almost everything I think ought to be important for central bankers!’
(Goodhart 2018 interview).
175
As noted in section 4.3 the position of Austrian economics in heterodoxy is highly debateable, however, I would
argue that its commitment to methodological individualism precludes it from being art of a heterodox paradigm as
defined above.
176
Dow (2018).
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such the criticisms of the so-called ‘anti-Keynesian Marxists’ (Howard and King 1992), or ‘antiMMT Post-Keynesians’ (Watts 2016). Internal disagreements between heterodox economists are
to be welcomed provided an acceptance of Dow’s heuristics underpins such disputes.
However, my research supports the contention that no strong dynamic for change is present
within economics (Lawson 2017). Although the results of my investigations suggest that the
replacement of the hegemonic neoclassical paradigm – although unlikely in the foreseeable future
- is nevertheless possible, support for a heterodox paradigm as the basis for the development of
meaningful economic knowledge (in opposition to the mainstream approach) was not strongly
expressed. The majority of heterodox economists believe the looser concept of the ‘community’
represents the highest level of integration that they would support or even envisage.
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8.3 MMT’s Position within Heterodox Economics
My aim in this thesis has been to investigate the nature of the relationship between Modern
Monetary Theory (MMT) and heterodox economics in general and then to explore the potential
for MMT to contribute to the work of a community of heterodox economists or even an alternative
heterodox paradigm. I would argue that the development of MMT represents a means to better
understand the world. MMT provides insights into the way the monetary system works which, if
properly understood, could provide a reliable basis for progressive governments to introduce
policy which would enhance the quality of life for its population. Thus, I contend that establishing
the most effective means of allowing MMT to become more widely understood and applied is
therefore a critical issue
My research reveals that, for some, MMT can best be viewed a ‘stand-alone’ approach. Both
Warren Mosler and Bill Mitchell stress the independence of MMT 177 (see section 6.2; Appendix
5), see MMT as having the potential to replace the current mainstream- albeit as a long-term
project- and argue that education about MMT is very important. Mitchell has been at the forefront
of those advocating for MMT to become a major contributor to macroeconomics teaching 178. A
new undergraduate textbook has been produced by leading practitioners 179. It is hoped that this
will contribute to an increase in the extent to which both undergraduate and postgraduate courses
will take account of MMT.
However, as we have noted, my research also highlights that there are those who, rather than
emphasizing the ‘otherness’ of MMT, view Modern Monetary Theorists as part of heterodox
economics – a position taken, in particular, by MMT advocates Randall Wray and James Juniper
- and argue that the chances of MMT influencing how economics is understood and taught -and
how policy is determined- are most enhanced when its practitioners work closely with other
heterodox economists 180 within a community or even paradigm (see section 6.2; Appendix 5).

177

This point is made by Mitchell. ‘As to MMT, MMT is MMT. I think we’ve built a body of work that’s an identifiable
school of thought’ (Mitchell 2018 interview).
178
‘The Foundation for Monetary Studies Inc.’ or the ‘MMT Foundation’ began life on April 25, 2019. ‘The first project
it will support is – MMTed (aka MMT University) – which will provide formal courses to students in all nations to
advance their understanding of Modern Monetary Theory’ (Mitchell 2019a).
179
Macroeconomics, by Mitchell, Wray and Watts, Red Globe Press (2019). Its first print run sold out very quickly.
180
This perspective was supported by Post-Keynesians Engelbert Stockhammer and Malcolm Sawyer (albeit with
reservations) in my R1 research.
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I argue that greater cooperation and exchange of ideas between open-minded heterodox
economists (including the advocates of MMT) would enhance the chances of paradigm shift.
However, given that my research suggests that the differences between heterodox economists
are apparently too marked for a heterodox paradigm to function effectively and produce
meaningful knowledge in a future they can envisage, then it seems that collaboration within a
looser construct - or heterodox community - might represent the best way forward for Modern
Monetary Theorists, at least in the near future. However, the situation may change; if the next
generation of economists benefit from a richer education (See Appendix 5) this is likely to increase
the chances of the development of a heterodox paradigm in the future. I may even go further and
suggest that a more pluralist education may even constitute a pre-requisite for the development
of an integrated disciplinary matrix.
Finally, I would point to the importance of open-mindedness, academic freedom and the
engagement of young scholars with a desire for economics to become more relevant and who
wish to engage in a discipline which is not primarily concerned with abstract mathematical
formalism but, rather, is focused upon explaining economic aspects of the social world, in turn
allowing economists to contribute – along with other social scientists – to a deep understanding
of human behaviour and the reasons behind economic outcomes within an explicitly socially–
influenced environment.
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8.4 Summary of my contribution to the literature
1) My research constitutes an investigation into the nature of heterodoxy and the extent of
compatibility or complementarity between different schools that goes deeper than
previous research and provides new and significant insights.
2) My research examines what economists from a range of schools think about MMT and
the extent to which they are prepared to engage with it -something which has hitherto
not been investigated.
3) My research provides, for the first time, a detailed study of the future possibilities for
Modern Monetary Theory and provides informed advice for Modern Monetary Theorists
with respect to the practice of their work both currently and in the future, especially with
respect to collaboration with other heterodox schools.
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Modern Monetary Theory and its relationship to heterodox economics
Phil Armstrong, University of Southampton Solent, April 2020
Thesis Appendices
Appendix 1 First round (R1) questions below
Section A: Fields
1. Which field(s) of economics do you consider to be your specialism?
2. What do you consider to be the main issues relating to your field?
3. To what extent, if at all, does history have a role to play in your work?
4. How would you describe the underlying axioms (or principles) of your view?
5. How important is the use of mathematics to your practice? If its application is important,
how do you use it?

Section B: Monetary and Fiscal Issues
6. To what extent are you familiar with/support credit and state theories of money?
7. Do you consider the quantity of money to be determined exogenously or endogenously?
8. How do you view banks? Do you assume them to be pure intermediaries (between savers
and borrowers) or as being able to create money via credit expansion?
9. How would you consider interest rates to be determined, in theory and practice?
10. To what extent do you consider it possible for a central bank to control the whole spectrum
of interest rates or, alternatively, to what extent can a central bank control the shape the
shape of the yield curve?

Section C: Heterodox Economics
11. What do you understand by the term ‘heterodox economics’? Please give examples of
groups of economists you would identify as heterodox.
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12. To what extent do you consider that groups of heterodox economists hold compatible or
complementary views? Please give examples.
13. To what extent do you think heterodox economics is considered as a realistic alternative
to NCM in the economics community in which you generally work?
14. Are you (or were you) a practising economist working in a university economics
department or other department? If not, what sector do (or did you) you work in?

Section D: NCM hegemony and the Global Financial Crisis
15. Do you consider that the GFC provided significant evidence to contradict the expectations
of NCM? If so, please give examples of such evidence.
16. If you consider that it did, what effect do you believe this has had upon the hegemony of
NCM?
17. To what extent do you think that heterodoxy has the potential to become a rival to (or even
replace) NCM in future?

Section E: Modern Monetary Theory
18. Are you familiar with MMT’s analysis of operational reality**? If you are, to what extent, if
at all, do you consider it valid?
19. Do you consider that taxation funds government spending in a functional sense (rather
than being an ex-post accounting record of destroyed, previously-issued state money)?
(i)

For countries with their own sovereign currencies operating under floating
exchange rates?

(ii)

For countries operating under fixed exchange rates or using the euro?

20. How would you describe the balance sheet effects of government spending?
21. How would you describe the nature of quantitative easing?
22. To what extent do you consider MMT’s use of a consolidated central bank and Treasury
to be a valid approach to modelling the monetary system?
23. Do you consider an Employer of Last Resort Policy to be a viable means to ensure full
employment and price stability?
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24. To what extent do you consider advocates of MMT to be a legitimate but distinct group
operating within broad-church Post-Keynesianism or within heterodox economics in
general?
25. What do you perceive the general attitude towards MMT to be in the economics community
in which you generally work?

Section F: Methodology
26. How would you describe your approach to methodology?
27. Do you consider an explicit consideration of methodology to be an important aspect of
your work?
28. Do you consider pluralism* in economics to be valuable?
29. To what extent do you consider that a heterodox paradigm exists?
30. What role, if any, do you consider MMT might have to play in the practice of heterodox
economics?

*Pluralism
This can be taken to mean methodological pluralism; advocates of methodological pluralism
consider a range of approaches to be valid. Such a view is distinct from;
Pluralist methodology (advocates believe in utilising different methodologies simultaneously)
Ontological pluralism (advocates accept different views of the essential metaphysical nature of
the subject matter)
Theoretical pluralism (simultaneous use of different theories)
Ref. Dow, S (2017) ’Pluralist economics: is it scientific? In Decker, S., Elsner, W. and Flectner, S.
(eds.) Teaching economics in the 21st Century: a state of the art compilation. London: Routledge.

**Operational reality
This refers to the actual way the monetary system works in practice including the relationship
between the central bank and commercial banks. A knowledge of operational reality implies an
understanding of how the short-term interest rate is determined and how government spending
and debt sales by the central bank or Treasury impact on the balance sheets of the central bank
and commercial banks
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(Armstrong

2015

https://moslereconomics.com/wp-content/uploads/2007/12/Money-and-

MMT.pdf; Mosler 2012 http://e-bookrights.com/2015/06/soft-currency-economics-ii-the-origin-ofmodern-monetary-theory-mmt-modern-monetary-theory-volume-1-by-mr-warren-mosler/).
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Appendix 2 Second round (R2) questions below
Your Field
1. Which field(s) of economics do you consider to be your specialism?
2. What do you consider to be the main issues relating to your field?
3. To what extent, if at all, does history have a role to play in your work?
4. How important is the use of mathematics to your practice? If its application is important,
how do you use it?

Monetary and fiscal issues
5. To what extent are you familiar with/support credit and state theories of

money?

6. Do you consider the quantity of money to be determined exogenously or endogenously?
7. How do you view banks? Do you assume them to be pure intermediaries (between savers
and borrowers) or as being able to create money via credit expansion?
8. How would you consider interest rates to be determined, in theory and practice?
9. To what extent do you consider it possible for a central bank to control the whole spectrum
of interest rates or, alternatively, to what extent can a central bank control the shape the
shape of the yield curve?

Heterodox Economics
10. What do you understand by the term ‘heterodox economics’? Please give examples of
groups of economists you would identify as heterodox.
11. To what extent do you consider that groups of heterodox economists hold compatible or
complementary views? Please give examples.
12. To what extent do you think heterodox economics is considered as a realistic alternative
to NCM in the economics community in which you generally work?
13. If you consider yourself to be a heterodox economist do you (or did you, if now retired)
(i)

Work in a university economics department? (if not, what university dept./institution
do you or did you work for?)

(ii)

Teach undergraduate students undertaking degrees in economics? (if not- and you
are/were in education- which students do you/did you teach?)
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NCM hegemony and the Global Financial Crisis
14. Do you consider that the GFC provided significant evidence to contradict the expectations
of NCM? If so, please give examples of such evidence.
15. If you consider that it did, what effect do you believe this has had upon the hegemony of
NCM?
16. To what extent do you think that heterodoxy has the potential to become a rival to (or even
replace) NCM in future?

Modern Monetary Theory
17. Are you familiar with MMT’s analysis of operational reality**? If you are, to what extent, if
at all, do you consider it valid?
18. Do you consider that taxation funds government spending in a functional (rather than an
ex-post accounting) sense?
(i)

For countries with their own sovereign currencies operating under floating
exchange rates?

(ii)

For countries operating under fixed exchange rates or using the euro?

19. How would you describe the balance sheet effects of government spending?
20. How would you describe the nature of quantitative easing?
21. To what extent do you consider MMT’s use of a consolidated central bank and Treasury
to be a valid approach to modelling the monetary system?
22. Do you consider an Employer of Last Resort Policy to be a viable means to ensure full
employment and price stability?
23. To what extent do you consider advocates of MMT to be a legitimate but distinct group
operating within broad-church Post-Keynesianism or within heterodox economics in
general?
24. What do you perceive the general attitude towards MMT to be in the economics community
in which you generally work?
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Methodology
25. How would you describe your approach to methodology?
26. Do you support a particular substantive approach to economic theory- if so, what are the
insights you believe this approach provides which you consider to be absent from
alternative approaches?
27. Do you consider pluralism* in economics to be valuable?
28. To what extent do consider neoclassical economics can be considered a paradigm (Kuhn)
or scientific research programme (Lakatos)?
29. To what extent do you consider that heterodox economists work within a community as
opposed to within their own schools?
30. What do you consider to be the essential features of a heterodox paradigm?
31. To what extent do you consider that a heterodox paradigm exists? If it does, to what extent
does such a paradigm exhibit these features or, if you consider it does not currently exist,
might it have the potential to do so?
32. To what extent are you familiar with/support critical realism?
33. Which heterodox schools do you consider to be compatible with CR?
34. What role, if any, do you consider CR might have in under-labouring a heterodox
paradigm?
35. (i)

What are the key factors –within the economics profession itself or the external

political environment- which might encourage, or inhibit, the chances of heterodoxy (in any
form) replacing the current mainstream?
(ii)

In the light of your answer, to what extent might we expect such a change to occur
in the foreseeable future?

*Pluralism
This can be taken to mean methodological pluralism; advocates of methodological pluralism
consider a range of approaches to be valid. Such a view is distinct from;
Pluralist methodology (advocates believe in utilising different methodologies simultaneously)
Ontological pluralism (advocates accept different views of the essential metaphysical nature of
the subject matter)
Theoretical pluralism (simultaneous use of different theories)
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Ref. Dow, S (2017) ’Pluralist economics: is it scientific? In Decker, S., Elsner, W. and Flectner, S.
(eds.) Teaching economics in the 21st Century: a state of the art compilation. London: Routledge.

**Operational reality
This refers to the actual way the monetary system works in practice including the relationship
between the central bank and commercial banks. A knowledge of operational reality implies an
understanding of how the short-term interest rate is determined and how government spending
and debt sales by the central bank or Treasury impact on the balance sheets of the central bank
and commercial banks
(Armstrong
2015
https://moslereconomics.com/wp-content/uploads/2007/12/Money-andMMT.pdf; Mosler 2012 http://e-bookrights.com/2015/06/soft-currency-economics-ii-the-origin-ofmodern-monetary-theory-mmt-modern-monetary-theory-volume-1-by-mr-warren-mosler/).
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Appendix 3 Interviewee Biographies
Interview Biographies
The primary research programme includes interviews with thirty-one of the world’s leading
economists from a range of schools, both mainstream and heterodox; twenty 181 in round one R1
and eleven in R2 (The number in parentheses indicates position in the chronological order of
interviews in a particular round).
i.

R1 (13) Professor Victoria Chick

Victoria Chick is Emeritus Professor of Economics at University College London. She has written
extensively on money, macroeconomics (especially the economics of Keynes) and methodology,
in many articles and three books: The Theory of Monetary Policy (2nd edition Blackwell, 1978),
Macroeconomics after Keynes: A Reconsideration of The General Theory (MIT Press, 1983, and
On Money, Method and Keynes: Selected Essays (ed. P. Arestis and S. C. Dow, Macmillan, 1992.
She has held many visiting posts, including the Bundesbank Visiting Professorship at the Free
University, Berlin, and has served as an economist at the Reserve Bank of Australia. She is a
member of the Skidelsky Committee on Curriculum Change in Economics and is an advisor to
Rethinking Economics, which campaigns for curriculum change and fosters the public
understanding of economics. Professor Chick is Life president of the Association for Heterodox
Economics

The author would also like to thank Andy Haldane, Chief Economist at the Bank of England for an informal
‘background’ interview which is not included in the primary research of this thesis.
181
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ii.

R2 (3) Professor David Colander

David Colander received his Ph.D. from Columbia University and was been the Christian A
Johnson Distinguished Professor of Economics at Middlebury College, Middlebury, Vermont from
1982 to 2013 wlhen he was appointed Distinguished College Professor at Middlebury College. In
2001-2002 he was the Kelly Professor of Distinguished Teaching at Princeton University. He has
authored, co-authored, or edited over 40 books and 150 articles on a wide range of topics. His
books have been translated into a number of different languages, including Chinese, Bulgarian,
Polish, Italian, and Spanish. He has been president of both the Eastern Economic Association
and History of Economic Thought Society and is, or has been, on the editorial boards of numerous
journals.
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iii.

R1 (1) Professor Tim Congdon CBE

Tim Congdon has been a long-term advocate of ‘sound money’ and free markets in the UK’s
public policy debates. He is currently chairman of the Institute of International Monetary Research
(www.mv-pt.org), which he founded in 2014. Tim’s most influential position was a member of the
Treasury Panel of Independent Forecasters (the so-called “wise men”) between 1992 and 1997,
which advised the Chancellor of the Exchequer on economic policy. He founded Lombard Street
Research, one of the City of London’s leading economic research consultancies, in 1989, and
was its Managing Director from 1989 to 2001 and its Chief Economist from 2001 to 2005.
Tim has been a visiting professor at the Cardiff Business School and the City University Business
School (now the Cass Business School), and was a Visiting Research Fellow at the London
School of Economics between 2005 and 2007. He was awarded the CBE for services to economic
debate in 1997. He is often regarded as the UK’s leading representative of “monetarist” economic
thinking. His books include Monetarism: an Essay in Definition (London: Centre for Policy Studies,
1978), Monetary Control in Britain (London: Macmillan, 1982), The Debt Threat (Oxford and New
York: Blackwell, 1988), Reflections on Monetarism (Cheltenham: Edward Elgar, 1992), Money
and Asset Prices in Boom and Bust (2005), Keynes, the Keynesians and Monetarism (2007), How
to Stop the Recession (2009) and Central Banking in a Free Society (2009). His book Money in
a Free Society (New York: Encounter Books, 2011) was more specifically a response to the Great
Recession. In June 2017 a collection of papers Money in the Great Recession, which Tim has
edited, was published by Edward Elgar Publishing Ltd. Tim was honorary secretary of the Political
Economy Club from 1999 to 2010, and chairman of the Freedom Association from 2011 to 2015.
He has since 2008 been a columnist for Standpoint magazine, where he has written and
commented about economics, but also outside the economic field which is his main interest. He
has been a member of the UK Independence Party since 2007. He was runner-up in the 2010
UKIP leadership election and UKIP economics spokesman 2010 – 14.
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iv.

R1 (11) Professor Paul Davidson

Paul Davidson is one of the leading representatives of the American branch of the Post-Keynesian
school. He is a prolific writer and a renowned analyst of the work of J. M. Keynes. He has actively
intervened in important debates on economic policy (natural resources, international monetary
system, developing countries' debt) from a position that is very critical of mainstream economics.
Davidson is Holly Professor of Excellence, Emeritus at the University of Tennessee in Knoxville.
He is a Visiting Scholar at the Schwartz Center For Economic Policy Analysis at the New School.
Besides the University of Pennsylvania, the University of Tennessee, and the New School,
Davidson has taught economics at Rutgers University, and the European Universities of
Cambridge, Bristol, Nice, Strasbourg and Vienna. In the early 1960s he worked at Continental Oil
Company. Davidson and Sidney Weintraub founded the Journal of Post Keynesian Economics in
1978. Davidson continued as editor until 2014. He is also a contributor to the Center for Full
Employment and Stability.
v.

R2 (11) Professor Sheila Dow

Sheila Dow is Emeritus Professor of Economics at the University of Stirling, Scotland, and Adjunct
Professor of Economics at the University of Victoria, Canada. Her main academic focus is on
raising methodological awareness in the fields of macroeconomics, money and banking, and the
history of economic thought (especially Hume, Smith and Keynes). While her career has primarily
been in academia, she has held positions with the Bank of England and the Government of
Manitoba, and as special advisor on monetary policy to the UK Treasury Select Committee. She
has held positions such as Chair of INEM and is currently a member of the Academic Council of
INET and of the Academic Advisory Board of the ISRF. Recent books include Economic
Methodology: An Inquiry, OUP 2002, A History of Scottish Economic Thought, Routledge 2006,
co-edited with Alexander Dow, and Foundations for New Economic Thinking, Palgrave Macmillan
2012.
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vi.

R1 (16) Professor Kevin Dowd

Kevin Dowd is Professor of Finance and Economics at Durham University Business School. He
has

written extensively on a number

of subjects,

including monetary

economics,

macroeconomics, banking/central banking/financial regulation, pensions, political economy and
the current financial crisis, but his main interest is on the impact of the state on the financial
system. He has affiliations with the Cato Institute (Washington DC), the Cobden Centre, the
Independent Institute (Oakland, CA), the Institute of Economic Affairs (London), the Istituto Bruno
Leoni (Milan), and the Pensions Institute (London). His most recent book, co-authored with Martin
Hutchinson, is Alchemists of Loss: How Modern Finance and Government Intervention Crashed
the Financial System (Wiley, 2010) explains how bad ideas and vested interested caused the
financial crisis.
vii.

R1 (5) Professor Roger Farmer

Roger E. A. Farmer is Research Director at NIESR, London, and Professor of Economics at
the University of Warwick in the UK. He is also Distinguished Professor of Economics
at UCLA. He is a world leading economist and former Senior Houblon-Norman Fellow at the Bank
of England. He has published numerous scholarly articles in leading academic journals, as well
as books that have been translated into Chinese, Italian, Vietnamese and Hungarian. He has
previously held positions at the University of Pennsylvania, The European University Institute and
the University of Toronto. He is a Fellow of the Econometric Society, Research Associate of the
National Bureau of Economic Research, Research Fellow of the Centre for Economic Policy
Research, Fellow Commoner of Cambridge University, and Co-Editor of the International Journal
of Economic Theory. His new book, Prosperity for All: How to Prevent Financial Crises, (Oxford
University Press), is now available.
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viii.

R2 (4) Professor Scott Ferguson

Scott Ferguson is Associate Professor of Film and Media Studies in the Department of Humanities
and Cultural Studies at the University of South Florida. He also co-directs the Modern Money
Network Humanities Division and serves as research scholar at the Global Institute for
Sustainability Prosperity. His writings have appeared in Screen, Boundary 2 Online,
Arcade, Monthly Review Online, Qui Parle, CounterPunch, Liminalities, Naked Capitalism,
Radical Political Economy (URPE), Dollars & Sense, Tropics of Meta, In the Moment (Critical
Inquiry), Rebelion, & Contexto y Accion. His book, Declarations of Dependence: Money,
Aesthetics, and the Politics of Care was published by University of Nebraska Press in 2018.
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ix.

R1 (2) Professor Charles Goodhart FBA

Charles Goodhart, CBE, FBA is Emeritus Professor of Banking and Finance with the Financial
Markets Group at the LSE, having previously, 1987-2005, been its Deputy Director. He was
trained as an economist at Cambridge (Undergraduate) and Harvard (PhD). He then entered into
a career that alternated between academia (Cambridge, 1963-65; LSE, 1967/68; again 1985date), and work in the official sector, mostly in the Bank of England (Department of Economic
Affairs, 1965/66; Bank of England, 1968-85; Monetary Policy Committee, 1997-2000). He has
worked throughout as a specialist monetary economist, focussing on policy issues and on
financial regulation, both as an academic and in the Bank.
Until retirement in 2002, he had been the Norman Sosnow Professor of Banking and Finance at
LSE since 1985. Previously, he had worked at the Bank of England for seventeen years as a
monetary adviser, becoming a Chief Adviser in 1980. In 1997 he was appointed one of the outside
independent members of the Bank of England's new Monetary Policy Committee until May 2000.
Earlier he had taught at Cambridge and LSE. Besides numerous articles, he wrote a couple of
books on monetary history; a graduate monetary textbook, 'Money, Information and Uncertainty'
(2nd Ed. 1989); two collections of papers on monetary policy, 'Monetary Theory and Practice'
(1984) and 'The Central Bank and The Financial System' (1995); and several books and articles
on Financial Stability, on which subject he was Adviser to the Governor of the BoE, 2002-2004,
and numerous other studies relating to financial markets, monetary policy and history. His latest
books include 'The Basel Committee on Banking Supervision: A History of the Early Years, 19741997', (2011), and 'The Regulatory Response to the Financial Crisis', (2009).
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x.

R1 (3) Professor Geoffrey Harcourt

Geoff Harcourt is Emeritus Reader in the History of Economic Theory, Cambridge, 1998; Emeritus
Fellow, Jesus College, Cambridge, 1998; Professor Emeritus, Adelaide, 1988; and currently
Visiting Professorial Fellow, School of Economics, UNSW Australia, 2010–2016. He has
published thirty books and over 400 articles, chapters in books, and reviews. His research
interests are Post-Keynesian theory, applications and policy, intellectual biography, history of
economic theory.
His books include ‘Some Cambridge Controversies in the Theory of Capital’, CUP 1972; ‘The
Structure of Post-Keynesian Economics’, CUP 2006; (with Prue Kerr) ‘Joan Robinson’, Palgrave
Macmillan 2009; (ed. With Peter Kriesler) ‘The Oxford Handbook of Post-Keynesian Economics’,
2 Vols., OUP 2013; and (with Joseph Halevi, Peter Kriesler and John Nevile) ‘Post-Keynesian
Essays from Down Under’, 4 Vols., Palgrave Macmillan 2015. He is, or has been, co-editor of
many journals, including Australian Economic Papers and the Cambridge Journal of Economics.
In the Queen’s Birthday Honours in June 2018 he was made a Companion in the General Division
of the Order of Australia (AC, The highest rank in the Orders of Australia) “For eminent service to
higher education as an academic economist and author, particularly in the fields of PostKeynesian Economics, Capital Theory, and Economic Thought.”
xi.

R2 (9) Professor Geoff Hodgson

Geoffrey M Hodgson is Professor in International Management at Loughborough University
London, UK. He is the author of over 200 academic articles and over 20 books, including Is There
a Future for Heterodox Economics? (2019), Is Socialism Feasible? (2019) and Conceptualizing
Capitalism (2015 – winner of the Schumpeter Prize). He is Editor-in-Chief of the Journal of
Institutional Economics and Secretary of the World Interdisciplinary Network for Institutional
Research (WINIR). Professor Hodgson is one of the world’s leading institutional economists. His
website is www.geoffreymhodgson.uk.
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xii.

R2 (7) Professor Jonathan Joseph

Jonathan Joseph is Professor of International Relations at the School of Sociology, Politics and
International Studies, University of Bristol. His current research looks at the role of the
international organisations in promoting resilience across different policy areas such as
development, humanitarian intervention, infrastructure protection, and security policy. These are
compared with resilience policies in the UK, US, France and Germany and considered through
the conceptual lens of governmentality. His most recent books are Varieties of Resilience: Studies
in Governmentality (Cambridge 2018) and Wellbeing, Resilience and Sustainability: The New
Trinity of Governance (with Allister McGregor, Palgrave 2019.
xiii.

R1 (6) Dr. James Juniper

James Juniper is a lecturer in Economics with the Newcastle School of Business. Before entering
academic life in 1990, James has worked as a policy practitioner and researcher in both the
Commonwealth and State Public Services. He has also worked with both “blue-collar” and public
sector unions. His research interests include Post-Keynesian Macroeconomics, Continental
Philosophy, Environmental and Economic Modelling, Socio-political Aspects of the Digital
Economy, and Innovation Policy. In 2018 he published a Routledge Research Monograph on “The
Economic Philosophy of the Internet of Things”. He is an advocate of Modern Monetary Theory
and an Associate of the Centre for Full Employment and Equity (CofFEE) at the University of
Newcastle. He has supervised three PhDs applying Stock-Flow-Consistent macroeconomic
models, along with other PhDs on a diverse range of topics including sub-national development,
land zoning in regional New South Wales, financial development, TQM and environmental
management, water management in Jordan, the modelling of technology innovation systems, and
the regulation and prudential control of Australian financial institutions.
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xiv.

R2 (1) Professor Steve Keen

Professor Steve Keen is currently Honorary Professor and Distinguished Research Fellow at the
Institute for Strategy, Resilience and Security, University College London, having previously been
Professor of Economics, Kingston University London (2014-18) and Head of the School of
Economics, History, and Politics, Kingston University London (2014- 2017) and Professor of
Economics, University of Western Sydney (2011-2013). He received his PhD at the University of
New South Wales in 1998. He has an extensive research record including over seventy articles
published in peer-reviewed journals. He has produced significant work assessing the role of credit
in macroeconomics and modelling financial instability. His books include ‘Can we avoid another
financial crisis? (Polity Press 2017) and ‘Debunking Economics: the naked emperor dethroned?’
(Zed Books, 2011).
xv.

R1 (9) Professor Andrew Kliman

Andrew Kliman, Professor Emeritus of Economics at Pace University, is the author of Reclaiming
Marx’s “Capital”: A Refutation of the Myth of Inconsistency (Lexington Books, 2007) and The
Failure of Capitalist Production: Underlying Causes of the Great Recession (Pluto Books, 2012).
He and Nick Potts co-edited Is Marx’s Theory of Profit Right? The Simultaneist-Temporalist
Debate (Lexington Books, 2015). Author of more than four dozen scholarly articles published in
the Cambridge Journal of Economics, Capital and Class, the American Journal of Economics and
Sociology, and other journals, Kliman serves as Editor of Lexington Books’ series “Heterodox
Studies in the Critique of Political Economy.” He works politically with Marxist-Humanist Initiative
and writes frequently for its web journal,
With Sober Senses (https://www.marxisthumanistinitiative.org/our-publication).
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xvi.

R1 (20) Professor Marc Lavoie

Marc Lavoie holds a Senior Research Chair from the University Sorbonne Paris Cité and teaches
at the University of Paris 13. He is Emeritus Professor at the University of Ottawa, where he taught
for 38 years. He is a Research Fellow at the Macroeconomic Research Institute of the Hans
Böckler Foundation in Düsseldorf and a Research Associate at the Broadbent Institute in Toronto.
Lavoie has published 10 books and over 150 refereed articles and 80 book chapters, mostly in
macroeconomics – monetary economics and growth theory – but also in other fields such as the
economics of sports. He is best known for his book with Wynne Godley, Monetary Economics
(2007), which is considered a must-read for users of the stock-flow consistent approach. His latest
book, Post-Keynesian Economics: New Foundations, received the 2017 Myrdal Prize from the
European Association of Evolutionary Political Economy. He is a co-editor of two academic
journals and is on the editorial board of 10 other journals.

xvii.

R2 (8) Professor Tony Lawson

Tony Lawson is a trained mathematician and is currently employed in the Faculty of Economics
at Cambridge University, where he holds the title of Professor of Economics and Philosophy.
Lawson’s work spreads over various fields, but it focuses primarily in the philosophy of social
sciences, in particular: social ontology. Amongst his publications are the Routledge monographs
‘Economics and Reality’ (1997), ‘Reorienting Economics’ (2003), ‘The Nature and State of Modern
Economics. (2015) and most recently ‘The Nature of Social Reality: issues in social ontology’
(2019).
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xviii.

R1 (17) Professor William (Bill) Mitchell

Professor Bill Mitchell holds the Chair in Economics and is the Director of the Centre of Full
Employment and Equity (CofFEE), an official research centre at the University of Newcastle. He
is also on the board of CofFEE-Europe, which is a sister centre established at the University of
Maastricht, The Netherlands. He has published widely in refereed academic journals and books
and regularly gives conference presentations abroad. In 2003, he was appointed as an Expert
Assessor of International Standing for the Australian Research Council in the Discovery Grant
round.
He has extensive consulting experience and has written 26 major commissioned reports since
1988. His work for QANTAS involved extensive modelling and forecasting. He is on the editorial
board of the Economic and Labour Relations Review and the Australian Journal of Labour
Economics. He is on the management committee of ARC Research Network in Spatially
Integrated Social Science (ARCRNSISS) and is a convenor of the Methods, Tools and
Techniques Paradigm Forum for ARCRNSISS. He has extensive experience in University
management and administration at senior levels. He maintains a high commitment to community
activities. He has been regularly called to appear as an expert witness in industrial matters in the
relevant state and federal tribunals and at various Federal government enquiries (Senate and
House of Representatives).
Professor Mitchell’s seminal work on job guarantee schemes has attracted international attention
and application. It has directly informed the policy agenda of the New Zealand Mayors' Taskforce
on Jobs which signed an MOU with the New Zealand Government to guarantee jobs for all youth
in NZ. In Australia, the Australian Local Governments Association all endorsed the Job Guarantee
model as a desirable regional policy model. In Argentina, the Head of Households program, which
began in 2001 was strongly influenced by Professor Mitchell’s published work and presentations
made by him international conferences in Chicago and New York (1998). His 2005 paper
published in the Australasian Journal of Regional Studies won the 2006 John Dickinson Memorial
Award for the best paper published in that journal during 2005. This award is provided by the
Australia New Zealand Regional Science Association.
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xix.

R2 (10) Professor Gary Mongiovi

Gary Mongiovi received his Ph.D. in Economics from the New School for Social Research in 1988.
His main areas of research concern the classical political economy tradition associated with
Ricardo, Marx and Sraffa; and non-mainstream approaches in macroeconomics. His work has
appeared in the Cambridge Journal of Economics, Social Research, the Journal of the History of
Economic Thought, Metroeconomica, the Review of Radical Political Economics, The Good
Society, Critical Sociology, Research in the History of Economic Thought and Methodology, and
The Nation. From 1996 to 2013 he co-edited the Review of Political Economy with Steve
Pressman. Gary Mongiovi was a visiting scholar at the University of Rome ‘La Sapienza” in 1994
and 1995. He has presented papers at numerous conferences in the United States and Europe,
and has given invited lectures at the Universities of Rome, Hohenheim, Cambridge, and Graz. In
1989 he was invited to Budapest by the Hungarian Academy of Sciences and the Hungarian
Ministry of Education to present a series of lectures on Sraffa and the Labor Theory of Value. He
currently serves on the Editorial Boards of the Review of Radical Political Economics, the Review
of Keynesian Economics, and Research in the History of Economic Thought and Methodology. He
has also taught in the graduate program of the New School for Social Research on an occasional
basis since 1992.
xx.

R2 (6) Professor Jamie Morgan

Jamie Morgan is Professor of Economic Sociology at Leeds Beckett University. He has published
widely in the fields of economics, political economy, philosophy, sociology and international
politics. His recent books include Realist responses to post-human society: Ex machina (Ed. with
I. Al-Amoudi, Routledge, 2018); Brexit and the political economy of fragmentation: Things fall
apart (Ed. with H. Patomäki, Routledge, 2018); Trumponomics: Causes and consequences (Ed.
with E. Fullbrook, College Publications, 2017); What is neoclassical economics? (Ed, Routledge,
2015); and Piketty’s capital in the twenty-first century (Ed. with E. Fullbrook, College Publications,
2014).
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xxi.

R1 (8) Warren Mosler

Warren Mosler is an American economist and theorist, and one of the founding and leading voices
in the field of Modern Monetary Theory (MMT). Presently, Warren resides on St. Croix, in the US
Virgin Islands, where he owns and operates Valance Co., Inc.
An entrepreneur and financial professional, Warren Mosler has spent the past 40 years gaining
an insider’s knowledge of monetary operations. He co-founded AVM, a broker/dealer providing
advanced financial services to large institutional accounts and the Illinois Income Investors (III)
family of investment funds in 1982, which he turned over to his partners at the end of 1997. He
began his career after graduating from the University of Connecticut with a B.A. in Economics in
1971 and has been deeply involved in the academic community, giving presentations at
conferences around the world and publishing numerous articles in economic journals,
newspapers, and periodicals. He is attributed with creating Mosler’s law that states, “there is no
financial crisis so deep that a sufficiently large fiscal adjustment cannot deal with it.”
In addition to his work in the field of economics, he developed – and later sold – his own
automobile line, Mosler Automotive, responsible for producing the Mosler MT900 and the
Consulier GTP. He also designed his own catamaran that is lighter, faster, and more fuel-efficient
than other models. Mosler is the author of “The Seven Deadly Innocent Frauds of Economic
Policy” that has been translated into Italian, Polish, and Spanish.

xxii.

R2 (2) Dr. Ioana Negru

Ioana Negru is a Reader in Economics in the Faculty of Economic Sciences at Lucian Blaga
University, Sibiu, Romania. Her research interests are in scientific pluralism, philosophy and
methodology of economics, institutional economics, gift economics, Austrian economics,
sustainability and ecological economics. A recent publication is The Ethical Formation of
Economists (Routledge, 2019, edited with Wilfred Dolfsma). She has published articles in
Cambridge Journal of Economics, American Journal of Economics and Sociology, Economic
Issues, International Journal of Pluralism in Economics Education and she is a Co-editor for
Review of Evolutionary Political Economy. She is a member of Reteaching Economics and
Skidelski Group for Economics Curriculum Reform.
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xxiii.

R1 (14) Dr. Thomas Palley

Thomas Palley is an independent economist and author living in Washington, DC. Most recently,
he was Senior Economic Policy Adviser to the AFL-CIO. In the past, he has held positions as
Chief Economist with the US – China Economic and Security Review Commission, Director of the
Open Society Institute’s Globalization Reform Project, and Assistant Director of Public Policy at
the AFL-CIO. He holds a B.A. degree from Oxford University and a M.A. degree in International
Relations and Ph.D. in Economics, both from Yale University.
Dr. Palley’s recent books are From Financial Crisis to Stagnation: The Destruction of Shared
Prosperity and the Role of Economics (Cambridge University Press, 2012); Financialization: The
Economics of Finance Capital Domination (Palgrave Macmillan, 2013); and The Economic Crisis:
Notes from the Underground (CreateSpace, 2012). He is also the author of Plenty of Nothing:
The Downsizing of the American Dream and the Case for Structural Keynesianism (Princeton
University Press, 1998) and Post Keynesian Economics (Macmillan Press, 1996). He also coedited with Gustav Horn Restoring Shared Prosperity: A Policy Agenda from Leading Keynesian
Economists (CreateSpace, 2013). He has published over 150 articles in a wide range of academic
journals, as well as publishing numerous book chapters, newspaper op-eds, and articles in
popular magazines. His op-eds and recent articles are available at www.thomaspalley.com.
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xxiv.

R1 (12) Professor Ricardo Reis

Ricardo Reis is the A.W. Phillips Professor of Economics at the London School of Economics.
Recent honors include the 2016 Bernacer prize for best European economist under the age of 40
working in macroeconomics and finance, and the 2017 Banque de France / Toulouse School of
Economics junior prize in monetary economics, finance, and bank supervision for a researcher of
any nationality based in Europe. Professor Reis is an academic consultant at the Bank of England
and the Federal Reserve system, he directs the ESRC Centre for Macroeconomics in the UK, is
a recipient of an ERC grant from the EU, and serves on the council or as an advisor of multiple
organizations. He has published widely on macroeconomics, including the study of inattention
and disagreement, the dynamics of inflation, QE and central bank solvency, fiscal stabilizers, and
the European slump and crisis. His public service includes writing a weekly column for the
Portuguese press and developing European Safe Bonds (ESBies). Professor Reis received his
PhD from Harvard University, was an assistant professor at Princeton University, and was a
professor at Columbia University, before moving to his current position at the LSE.
xxv.

R1 (15) Professor Malcolm Sawyer

Malcolm Sawyer is Emeritus Professor of Economics, University of Leeds, formerly Professor of
Economics University of Leeds (1991-2017) and University of York (1984-1990). He was the lead
co-ordinator for the EU funded 8 million-euro, 15 partners, five-year project on Financialisation
Economy Society and Sustainable Development (www.fessud.eu). He established and was
managing editor of International Review of Applied Economics for over 30 years, and has served
on a range of editorial boards. He is the editor of the book series New Directions in Modern
Economics (Edward Elgar) and co-edits (with Philip Arestis) the annual series International
Papers in Political Economy (published by Palgrave Macmillan). He is the author of 12 books (the
most recent being, Can the Euro Survive? Polity Press). He has edited or co-edited over 30
books. He has also published over 100 papers in refereed journals on a wide range of topics and
recently including papers on financialisation and impacts of the financial sector on economic and
social performance, the political economy of the eurozone and its failing, fiscal policies and
alternatives to austerity, alternative monetary policies, public private partnerships.
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xxvi.

R1 (19) Professor Willi Semmler

Willi Semmler is the Henry Arnhold Professor of Economics at the New School for Social
Research, New York, has taught at the University of Bielefeld, and is author or co-author of
seventeen books and of more than 90 refereed articles in international journals. He has published
books in well-known publishing houses such as Columbia University Press, MIT-Press, Princeton
University Press, Cambridge University Press, and Oxford University Press. His research
encompasses work on growth theory, climate economics, on climate change mitigation and
adaptation, dynamic modeling, non-linear dynamics, theories of persistent cycles, financial
economics, and the US and European Macroeconomy. Other areas of work and were he has
received research grants, are Keynesian/Minskian models of the financial-real interaction,
empirics of regime change models, and estimation of regime-dependent fiscal multiplier. He was
involved in advisory work for European Commission on the Macroeconomics of the EU, and in
projects for the World Bank on the topic “Fiscal Policy and Economic Growth” which appeared in
the WB working paper series. He was also visiting scholar at the ILO, IMF and World Bank and
has co-authored IMF working papers with those institutions. He was visiting researcher at the
ECB for which he also co-authored two ECB working papers. He was on the scientific
committee of the Society of the Nonlinear Dynamics and Econometrics, the advisory board of the
Journal of Economic Dynamics and Control and is currently associate editor of the Journal of
Econometrics and Statistics (Elsevier). He has numerous publications in the area of the
Macroeconomics of Climate Change as well as on the link between Climate Economics and
Financial Economics.
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xxvii. R1 (10) Professor Anwar Shaikh
Anwar Shaikh is Professor of Economics at the Graduate Faculty of Political and Social Science
of the New School University, Associate Editor of the Cambridge Journal of Economics, from
2000-2005 Senior Scholar and member of the Macro Modeling Team at the Levy Economics
Institute of Bard College. His most recent book is Capitalism: Competition, Conflict, Crises from
Oxford University Press 2016, his intellectual biography is included in the book Eminent
Economists II from Cambridge University Press 2014, and in 2013 he was awarded the Social
Science Prize of the NordSud International Prize for Literature and Science of the Fondazione
Pescarabruzzo in Italy for his paper on George Soros’ notion of reflexivity entitled "Reflexivity,
Path-Dependence and Disequilibrium Dynamics" in the Journal of Post Keynesian Economics,
Fall 2010. He was the recipient of two successive grants from the Initiative for New Economic
Thinking (INET) in 2011-2012.
A prior book was Globalization and the Myths of Free Trade (2007, Routledge). He has written on
international trade, finance theory, political economy, macroeconomic policy, the welfare state,
growth theory, inflation theory, crisis theory, national and global inequality, and past and current
global economic crises. Some recent articles are "Income Distribution, Econophysics and Piketty",
Review of Political Economy, 2016, 18-29 July; "Race, gender and the econophysics of income
distribution in the USA", with Nikolaos Papanikolaou and Noe Wiener, Physica A 415 (2014) 54–
60; "On the role of reflexivity in economic analysis", Journal of Economic Methodology (2014),
439-445; and "The First Great Depression of the 21st Century", Socialist Register, (2011), Fall.
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xxviii. R2 (5) Professor John Smithin
John Smithin is Professor Emeritus of Economics and Senior Scholar at York University, Toronto,
Canada, and Executive Co-Director and Fellow of the Aurora Philosophy Institute. He previously
held teaching appointments at the University of Calgary and Lanchester Polytechnic at Coventry
(now Coventry University) in England. In the academic year 1995-95 he was elected Bye Fellow
at Robinson College, Cambridge. He holds a PhD and an MA from McMaster University and a
BA (Hons) from the City of London Polytechnic (now London Metropolitan University). His
research interests are in the fields of macroeconomic policy, monetary theory and the philosophy
of money and finance. He is the author and/or editor or Rethinking the Theory of Money, Credit
and Macroeconomics (2018), Essays in the Fundamental Theory of Monetary Economics and
Macroeconomics (2013), Money, Enterprise and Income Distribution (2009), Controversies in
Monetary Economics (2003, 1994), What is Money? (2000), Macroeconomic Policy and the
Future of Capitalism (1996) and Macroeconomics after Thatcher and Reagan (1990).
xxix.

R1 (18) Professor Engelbert Stockhammer

Professor Engelbert Stockhammer is professor of International Political Economy at King’s
College London. His research areas include financialisation, distribution and growth and
economic policy in Europe. Engelbert is chair of the Post Keynesian Economics Society and he
is ranked among the top 5% of economists worldwide by REPEC. He has published more than
60 articles in peer-refereed journals including the Cambridge Journal of Economics, Oxford
Review of Economic Policy, International Review of Applied Economics, Journal of Post
Keynesian Economics, British Journal of Industrial Relations, Environment and Planning A, and
New Political Economy. Recent books include Wage-Led Growth. An Equitable Strategy for
Economic Recovery.
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xxx.

R1 (7) Professor Martin Watts

Martin Watts is Emeritus Professor of Economics at the University of Newcastle, NSW, Australia
and Research Associate of the Centre of Full Employment and Equity (CofFEE). He was
previously employed at Monash University (1975-1990).
He has published over 60 peer-reviewed articles in a broad range of leading international and
domestic academic journals. In addition, he has co-authored 16 book chapters. His areas of
research expertise include contemporary macroeconomic theory and policy analysis, the
conceptualisation and measurement of segregation and spatial modelling. He has acted as Chief
Investigator (CI) on 3 Australia Research Council Discovery Projects, including one in which he
was the sole-CI. He has also been a CI on an ARC Linkage grant. He was a founding member
and active participant in the ARC Collaborative Research Network in Spatially Integrated Social
Science (ARCRNSISS) which received funding for 5 years (2005-09).
He has been a regular reviewer of articles submitted to leading heterodox economics and
geography journals. He has also reviewed grant applications submitted to the Australian
Research Council, the National Science Foundation, USA, the Israel Science Foundation, the
Austrian Science Fund and the Czech Scientific Foundation. He is on the Editorial Boards of the
Journal of Post Keynesian Economics and Gender, Work and Inequality. He has supervised a
number of Honours and PhD students to completion.
Martin gained extensive teaching experience over his career, primarily in labour economics and
macroeconomics. In March 2019, Palgrave Macmillan are publishing a textbook, entitled
Macroeconomics, which he has co-authored with William F. Mitchell and L. Randall Wray.
He holds a B.A. from Essex University, an M.A. from Manchester University and a PhD from the
University of British Columbia.
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xxxi.

R1 (4) Professor L. Randall Wray

L. Randall Wray is a Professor of Economics at Bard College and Senior Scholar at the Levy
Economics Institute of Bard College, NY (he is Professor Emeritus after retiring from University
of Missouri-Kansas City). He is a past president of the Association for Institutionalist Thought
(AFIT) and served on the board of directors of the Association for Evolutionary Economics
(AFEE). A student of Hyman P. Minsky while at Washington University in St. Louis, Wray has
focused on monetary theory and policy, macroeconomics, financial instability, and employment
policy. Wray is the co-editor (with Jan Kregel) of the Journal of Post Keynesian Economics.
Wray received a B.A. from the University of the Pacific and an M.A. and Ph.D. from Washington
University in St. Louis. He was the Bernardin-Haskell Professor, UMKC, Fall 1996, and joined the
UMKC faculty as Professor of Economics, August 1999. He has served as a visiting professor at
the University of Rome-La Sapienza, the University of Bologna, the University of Paris-South, the
University of Bergamo, the Latin American Faculty of Social Science – Ecuador (FLACSO),
the Universidad Nacional de Colombia, and UNAM (Mexico City), and the University of Trento.
He is the author of Modern Money Theory: A primer on macroeconomics for sovereign monetary
systems (Palgrave 2012; Second Revised Edition 2015); Understanding Modern Money: The Key
to Full Employment and Price Stability (Elgar, 1998) and Money and Credit in Capitalist
Economies: the endogenous money approach (Elgar 1990). He is the editor of Theories of Money
and Banking (2 Volumes, Edward Elgar, November 2012) and Credit and State Theories of
Money: the contributions of A. Mitchell Innes (Edward Elgar 2004). He is the co-editor of
Contemporary Post Keynesian Analysis (Edward Elgar 2005), Money, Financial Instability and
Stabilization Policy (Edward Elgar 2006), and Keynes for the twenty-first century: The Continuing
Relevance of The General Theory (Palgrave, 2008). He co-authored (with Eric Tymoigne) The
Rise and Fall of Money Manager Capitalism; Minsky’s Half-Century: From World War Two to the
Great Recession, Routledge, March 2013.
His newest book is Why Minsky Matters, a monograph authored for Princeton University Press
(2016), and is editing an unfinished book manuscript by the late Hyman Minsky. Wray is the author
of numerous scholarly articles in edited books and academic journals, including the Journal of
Economic Issues, Cambridge Journal of Economics, Review of Political Economy, Journal of Post
Keynesian Economics, Economic and Labour Relations Review, Economie Appliquée, and the
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Eastern Economic Journal. His working papers, policy briefs and shorter policy notes are regularly
featured at the Levy Economics Institute. These publications frequently garner 1000 or more
downloads per month; indeed, his Policy Brief #120, “Waiting for the Next Crash” was viewed
more than 24,000 times in October 2011.

282

Appendix 4: Thesis Interview Schedule R1
Name of Interviewee
R1 (13) Professor Victoria Chick
R1 (1) Professor Tim Congdon
R1 (11) Professor Paul Davidson
R1 (16) Professor Kevin Dowd
R1 (5) Professor Roger Farmer
R1 (2) Professor Charles Goodhart
R1 (3) Professor Geoff Harcourt
R1 (6) Dr James Juniper
R1 (9) Professor Andrew Kliman
R1 (20) Professor Marc Lavoie
R1 (17) Professor Bill Mitchell
R1 (8) Warren Mosler
R1 (14) Dr Thomas Palley
R1 (12) Professor Ricardo Reis
R1 (15) Professor Malcolm Sawyer
R1 (19) Professor Willi Semmler
R1 (10) Professor Anwar Shaikh
R1 (18) Professor Engelbert Stockhammer
R1 (7) Professor Martin Watts
R1 (4) Professor L. Randall Wray

School
PK/K
Mon/Fin
PK/K
Aus/Fin
Mn/GE
CB/Fin
PK/K/Ka/Sr
MMT/Phil
Mx
PK/Ka
MMT/Mx
MMT/Fin
PK/K
Mn/NK
PK/Ka
Mn/K/Ecmet
Mx/Sr/K
PK/K
MMT/PK
MMT/K/Min

Method
Face-to-face
Face-to-face
Skype
Face-to-face
Face-to-face
Face-to-face
Face-to-face
Face-to-face
Skype
Skype
Skype
Skype
Skype
Face-to-face
Face-to-face
Skype
Skype
Face-to-face
Face-to-face
Face-to-face

Date (2018)
4 September
6 March
1 August
15 October
15 June
28 February
18 March
6 July
14 August
18 November
20 October
8 August
21 September
4 September
8 October
25 October
15 August
22 October
6 July
30 April

Declined/no response 14
Key: K = Keynes, Ka =Kalecki, Sr =Sraffa, Mx = Marx, Mon = monetarist, Aus =Austrian, PK = PostKeynesian, Mn =mainstream, GE = general equilibrium theorist, NK =New Keynesian, MMT =Modern
Monetary Theorist, Fin = finance, CB = central banking, Min =Minsky, Ecmet = econometrics, Phil =
philosophy.
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Appendix 4: Thesis Interview Schedule R2
Name of Interviewee
R1 (3) Professor David Colander
R1 (11) Professor Sheila Dow
R1 (4) Professor Scott Ferguson
R1 (9) Professor Geoff Hodgson
R1 (7) Professor Jonathan Joseph
R1 (1) Professor Steve Keen
R1 (8) Professor Tony Lawson
R1 (10) Professor Gary Mongiovi
R1 (6) Professor Jamie Morgan
R1 (2) Dr. Ioana Negru
R1 (5) Professor John Smithin

School
Meth/Comp
Meth/PK/CB
Meth/MMT
Meth/Inst
Meth/IR/Mx
Meth/Comp/PK
Meth/RSO
Meth/Sr
Meth/RSO
Meth/RSO
Meth/PK

Method
Skype
Face-to-face
Skype
Face-to-face
Face-to-face
Skype
Face-to-face
Email
Face-to-face
Skype
Skype

Date (2019)
4 June
11 November
13 June
30 October
23 September
27 May
24 October
2 November
7 August
30 May
9 July

Declined/no response 5
Key: Meth = methodology, Sr =Sraffa, Mx = Marx, PK = Post-Keynesian, MMT = Modern Monetary
Theorist, CB = central banking, Comp =complexity economics, Inst = Institutionalism, IR = international
relations, RSO = realist social ontology.
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