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Summary: 
The General Theory was published February 1936 in the middle of the economic depression. Politicians were 
groping in the dark with rather little help from the economic profession. People were queuing outside the 
Economists' bookshop. Expectations were high.  

There are many similarities between then and now: unemployment, low growth and mounting 
public debt. Unfortunately, no new 'General Theory' has been advertised, which may give reasons for a re-
read and an up-dated reflection on Keynes's seminal book. 

The lecture will emphasize two parts of The General Theory which is usually neglected in main 
stream textbooks. Firstly, Keynes’s presentation of a (new) methodology in which the importance of 
uncertainty and lack of information could be given their duly analytical recognition. Secondly, the 
importance and complexity of the ‘principle of effective demand’ is discussed. In sum it is concluded, that the 
General Theory contains seeds for a more realistic approach to macroeconomics analysis than the one 
usually attached to the expression ‘Keynesian Economics’.    
 
Venue: King’s College, 5:30 pm 
 
 
 
 
 
 

In combination to the Keynes-lecture there will be organized two 
seminars/workshops on ‘Methodology, Macroeconomics and Politics’.  
 
 
1. the * PhD & MPhil Seminar* on Macroeconomic Methodology to be given Wednesday 26th January,   
2-4 pm (leaving one hour of breathing space before the Keynes-lecture), reading: chapter 2 of 
‘Macroeconomic Methodology – a Post-Keynesian Perspective’, Edward Elgar, 2009. 
 

Macroeconomic Methodology Matters 
 
Summary:  Methodology matters; but is much too little discussed in macroeconomic textbooks.  To 
understand the actual macroeconomic development, it is a necessity that the analysis is realistic. To 
undertake a realistic analysis it is crucial to employ a relevant model which mirror important aspects of the 
real world.  A realistic model cannot build on axioms which are obviously unrealistic and play an important 
role when conclusions are drawn. The seminar will focus on how to incorporate realism into macroeconomic 
analysis - the interplay of deduction and introduction in a field of investigation which cannot be fully 
unveiled and furthermore is continuously changing. Open-system analysis in perspective of critical realism 
will be presented during the seminar. 
 
  
Venue: the Rushmore Room at St. Catharine's College 
 



 
2. the *Undergraduates' Workshop* on 'methodological issues with specific reference to macroeconomic 
policies (short run and long run)'  Thursday 27th January, 5-6.30, reading: Introduction, Chapter 1  and 
9 of ‘Macroeconomic Methodology – a Post-Keynesian Perspective’, Edward Elgar, 2009  
 
 

Macroeconomic methods and policies 
 
Summary 
 
The choice of macroeconomic theory and method determines policy recommendations. Our understanding of 
the macroeconomic system is not unequivocal. The theoretical models depend on the employed 
methodology. A general equilibrium (GE) model is one example of a close-system analysis which builds on a 
preconditioned axiom of market clearing in case of perfect flexible prices and wages. (Post) Keynesian 
models using the principle of effective demand (ED) is an example of an open-system method which gives 
less clear-cut results, but perhaps more realistic ones. The preferred method should be depending on the 
empirical characteristics of the matter field and the aim of the analysis: short run/longer run, stable/floating 
structures and institutions, the impact of politics, the role of expectations and degree of uncertainty. 
 A number of policy issues will be analysed from this point of view of a GE-model vs.  a ED-
model – just to demonstrate how different the outcomes are.  One could emphasise the importance of 
choosing the right model be the following Keynes quote:  

Economics is a science of thinking in terms of models joined to the art of choosing 
models which are relevant to the contemporary world. It is compelled to be this, 
because, unlike the typical natural science, the material to which it is applied is, in 
too many respects, not homogeneous through time (Collected Writings of 
J.M.Keynes, XIV: 296) 

  
 
Venue: Faculty of Economics (room tba) 


