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Special issue: Post-Keynesian stock-flow
consistent modelling

Editorial to the special issue

Antoine Godin*
Kemmy Business School, University of Limerick, Republic of Ireland

In 2013 a series of three encounters was organised in the University of Burgundy in Dijon
(May 2013), in the University of Limerick (August 2013) and at the FMM Conference in
Berlin (October 2013) around the Post-Keynesian Stock-Flow Consistent (PK-SFC)
approach. The goal of these workshops was, as stated in the first call for papers, to explore
all aspects of the modelling technique: empirics, methodology and theory. The final aim of
the series of workshops was to allow for the renewal of the political economy frame of thought.

I believe these workshops were a success, gathering dozen of scholars, mainly from Europe
but also from Brazil. Furthermore, the workshops allowed for a pluralistic attendance, with
scholars belonging to various schools of thought: Post-Keynesian, Schumpeterian, Regul-
ationist, Agent-Based modeller, Structuralist, etc. The convergence of these various approaches
was highlighted and the importance of collaboration emerged naturally.

The first workshop, ‘Going Further ... Together’, was organised in Dijon with Mickaél
Clévenot from the University of Burgundy and was composed of 17 papers (the program
can be found at www.antoinegodin.eu/dijon). The feedback, written in collaboration
with Mauro Napoletano, reads as follows:

A wide variety of approaches, methodologies and topics where presented during the workshop,
allowing for interesting discussions and exchanges. Clearly, the complementarities of the Stock-
Flow Consistent and Agent-Based approaches emerged, even if some were sceptical at first.
Furthermore, the topics and issues addressed by models from both methodologies are similar.
On the methodology side, SFC and ABM practitioners share issues regarding estimation or
the role of expectations. As regards topics, finance, austerity or the construct of the euro zone,
and in general policy recommendation, are at the heart of the analysis from both approaches.

This workshop also showed us the importance of getting together and confronting our analysis and
results. The need to develop a common language surfaced. This is why we call for more of these gath-
erings. We hope that the Limerick workshop ... will be as fruitful as the Dijon venue.

The second workshop, ‘Building a common language’, was organised in Limerick with
Stephen Kinsella from the University of Limerick, and was composed of 14 papers (the
program can be found at http://www.antoinegodin.eu/limerick). The workshop targeted
more specifically the nexus between the PK-SFC and the Agent-Based approaches.
Extracts from the feedback are as follows:

The Limerick SFC workshop, second of a series of three, was aiming at building a common language
for Macro-Modelling. After two days of intense debates and exchanges, we can conclude that the goal
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is on its way to being achieved. Indeed, surfing on the outcome of the Dijon gathering, we could get
to the core of what is retained as essential for macro modelling. ...

The workshop concluded with a two-hour round table with excellent introductory interventions
by M. Napoletano, A. Caiani and G. Zezza. The energy spent during the whole workshop bore
fruit: the shape of an ABM-SFC model was designed. The strengths of SFC models (good fore-
casting results, empirical estimation, strong accounting framework) are combined with the forces
of ABM (micro-foundation, heterogeneity, distributional and intra-sectorial aspects). Obviously
this hybrid model has to be applied to a topic allowing for a full utilisation of its potential, that is
where the ABM side allows for the emergence of a macroeconomic shock feeding back to its
micro structure, thanks to the SFC framework.

I believe all participants would agree on the utility of such stimulating workshops where econ-
omists from different backgrounds engage in productive collaboration towards a common goal:
building better models allowing for a more pervasive understanding of our world.

The series of workshops ended with a couple of parallel sessions organised during
the ‘17th Conference of the Research Network Macroeconomics and Macroeconomic
Policies: The Jobs Cirisis: Causes, Cures, Constraints’ held in Berlin. During the sessions,
eight papers of high quality were presented, underlining the vivacity of the literature. This
special issue is the result of this series of contacts between researchers sharing their interest
in developing a common approach to macro-modelling.

The first paper in this special issue, by Meijers, Muysken and Sleijpen, introduces a very
interesting concept, along the lines of those highlighted by Godley’s unsustainable processes
(Godley 1999), the Dutch deposit financing gap — that is, the difference between total
outstanding mortgage and total deposits in the economy. If the deposit gap widens,
banks are more dependent on (more expensive) international markets to finance. The
authors then build an elegant model, calibrated for the Netherlands, showing how a
housing bubble can lead to the emergence of a deposit gap, which depresses economic
growth because of its burden on financial institutions. They ultimately show how strict
budget deficit rules can hamper further economic growth by weakening the effects of the
automatic stabiliser.

The second paper, by Khalil and Kinsella, aims at analysing banks” balance sheet cont-
agion in open economies. In order to do so, the authors build a two-country model with two
banks per country, where bank interdependencies are explicitly modelled through the inter-
bank credit market. The paper is an interesting step towards the introduction of heteroge-
neous agents in an otherwise fully aggregated model. Its results highlight the importance of
regulation policies of monetary authorities as shocks applied to one bank can easily spread in
both economies and impact output and employment via a credit-crunch process.

The third paper, by Caverzasi and Godin, focuses on financialisation and particularly
on the growth of financial assets in the balance sheets of non-financial corporations. To do
so, the authors combine various theories in order to highlight the shifting of banks’ core
business from investment financing towards consumption financing. Their model expli-
citly accounts for intra-sectorial flows and stocks in the non-financial corporations sector
as firms emit and hold equities. Furthermore, they model the shifting from firms’ real invest-
ment towards financial investment by introducing a Tobinesque portfolio choice behaviour
between productive and financial assets. Their results highlight that financialisation plays a
depressive role in the economy which can be counterbalanced if there is a channel to realise
capital gains, but not if this channel goes through households’ debt.

The fourth paper, by Mazier and Valdecantos, focuses on the eurozone and its trade imbal-
ances. To do this, the authors build a four-country model (the USA, Germany, Spain, and the

© 2015 The Author Journal compilation © 2015 Edward Elgar Publishing Ltd



Editorial to the special issue 31

Rest of the World), borrowed from the large literature of PK-SFC models of open economies.
Their contribution lies on the four alternative closures they consider to close their model,
namely a eurozone with three euros (one for countries with surpluses, one for countries
with deficits, and a shared euro), a return to the European Monetary System (that is, a return
to national currencies with managed exchange rates), and two exchange-rate regimes of
a eurozone without Germany. Their results show that the eurozone without Germany
would provide more stability and financial robustness than any of the other envisaged scenarios,
at the cost of the failure of European integration.

The last paper, by Ciuffo and Rosenbaum, offers a new approach to calibrate PK-SFC
models, based on the stability and sensitivity properties of the model at hand. Their
approach is based on Monte Carlo simulations, which allow them to explore the domain
space of their model parameters, via the usage of Sobol sequences. In doing so they can
restrict the parameter space by removing ‘unimportant’ parameters, using sensitivity analysis.
The model they use to highlight their result is an extension of the benchmark growth model
of Dos Santos/Zezza (2008), which entails the possibility of inheriting a durable consumption
good from previous generations and the inclusion of a pension system.

I hope that these papers will give the reader a good overview of the state of the art in
the field of PK-SFC modelling. The wide variety of topics analysed in this special issue
highlight the versatility of the approach. Given the current fragility that the economic
field demonstrates, alternatives to the mainstream modelling techniques need to be put
forward. The PK-SFC literature is reaching a mature state, offering a credible complement
to existing approaches. Moreover, the recent surge in shared interest between the PK-SFC
and other macro-modelling frameworks, such as the Agent-Based literature, forecasts an
increasingly blossoming literature, and I certainly look forward to it.

REFERENCES

Dos Santos, C.H., Zezza, G. (2008): A simplified, benchmark, stock-flow consistent post-Keynesian
growth model, in: Metroeconomica, 59(3), 441-478.

Godley, W. (1999): Seven Unsustainable Processes: Medium-Term Prospects and Policies for the United
States and the World, Strategic Analysis report, Annandale-on-Hudson, NY: Levy Economics
Institute of Bard College.

© 2015 The Author Journal compilation © 2015 Edward Elgar Publishing Ltd



	Special issue: Post-Keynesian stock-flow consistent modelling
	References



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


