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Abstract

The purpose of the paper is to develop the argurtiett history of thought and
methodology should form part of the content of glist teaching in economics,
where the aim of this teaching is taken to equidents to exercise their own
judgement as economists. Discussion of the natndesaope of economics, with
examples from history, helps students understanak wgéhinvolved in considering a
range of approaches and methods (rather than icadit accepting one general
approach, but without resorting to ‘anything goe#) way of teaching about the
current crisis is used as an exemplar.
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Introduction

In teaching economics, it is important to give stid a sense of the discipline. This
includes a feeling for current debate (see eg D20Q3). Analysing the different
arguments within a debate itself requires someaptm, ie considering different
approaches to a question. Indeed the pluralistspiiesn the French students which
led to the setting-up of the Post-Autistic Econanidetwork and what became the
Real-World Economics Revieexplicitly called for teaching economics through
teaching about debates in economics.

Discussion of pluralist teaching in economics é¢fiee addresses concerns
that only one general approach is currently emgledsin economics teaching, and
that instead students should be exposed to a rahgeproaches. Already we are
touching on controversial questions about the eatirour discipline: how far are
economics, and economics teaching, in fact dominlayeone approach? What do we
mean by approach? What is the justification forsidering a range of approaches? If
students are exposed to different approaches, hewthey then to proceed as
practising economists?

The purpose of this paper is to make a speciftomenendation for the
content of pluralist teaching in economics, as anffation for teaching through
debates. It will be argued that economics teackiauld be pluralist also in the sense
of including coverage of the methodology of ecommmrand the history of economic
thought. The questions posed by pluralism are #sfgnmethodological and
therefore require students to be both methodoltigieavare and methodologically
informed. Further, once attention is paid to d#far approaches to economics, we

find that these are best understood with referémciferent episodes of development



in economic thought, as the discipline addresseticpbar new concerns. History of
thought can thus make a valuable input.

Until the last fifty years, much of economics discse was pluralist to some
degree, in allowing for consideration of some ditgr of views, and also had
embedded within it methodological discussion anf@remce to history of thought
(Blaug, 1999, 2000, 2003). Indeed we will argud tleving the two subjects integral
to discussion in the various fields of economicwlddbe ideal. However, during a
transitional phase, a separate teaching focus dghatelogy and history of thought
would probably be necessary. This is because autirgl point is a discipline
dominated by the mainstream approach which disgagraxplicit study of history of
thought and methodology.

In the mainstream, insofar as pluralism is comsidemathematics is seen as
the solution to what is seen as a regrettable lpiyrautting all argument on an equal
footing. The mathematical modelling requirement basn understood as a neutral
scientific requirement for rigour, on the groundsatt mathematical argument
translates fairly unproblematically into verbal amgent (Krugman, 1998). The form
of mathematics used is an application of classlogic, where propositions are
derived logically from axioms taken to be true (@nsy the truth of the propositions).
Where the truth-value of the axioms is open to @ioes as in the behavioural
economics literature, the express aim is to ambadet axioms for conformity with
the evidence, rather than change the structuregahzent.

Yet the argument has been made by heterodox edstsothat mathematics
cannot offer a direct translation of verbal argutnand therefore that mathematical
argument sets its own bounds on the subject m@iteick and Dow, 2005; Duran,

2007) The issue is whether or not a complete argumem lbe expressed



mathematically, or whether a mathematical argunoamt only contribute a partial
argument. In particular, individual decision-makéase knowledge limitations, as
highlighted by behavioural economists (particulaityd’ behavioural economists,
who draw on Herbert Simon; see Sent, 2004) as ageRost Keynesians (Runde and
Mizuhara, 2003). The resulting uncertainty is nohgistent with a complete formal
expression of individual behaviour. Similarly thappiness literature, and even more
so the development wellbeing literature (see S885), have highlighted individuals’
concern with processes rather than outcomes, wdweldes expression in terms of
equilibrium outcomes. Depending on the definitidneoonomics, these approaches
might or might not be included in the subject.

We need to be aware that there is an importamheatry. By specifying the
bounds on economics, or indeed even going so fdefising economics, in terms of
method, the mainstream excludes other approachéshwhy that definition, fall
short. Since these other approaches define ecoranuce in terms of subject matter,
and allow a range of methods, there is no questiothem of excluding mainstream
economics from the discipline of economics. | ant aware of any heterodox
economist ever arguing against orthodox economitghe grounds that it is not
economics. Arguing for or against any one appro@xheconomics is a totally
different matter and is not at all incompatible lwrecognition of other approaches
against which one’'s own approach needs to be iggtifThe non-mainstream
approach has been more amenable to methodolodigalipm, understood in this
way, than mainstream economics.

If students are to understand recent developmanégonomics, and indeed
learn about alternative approaches, then a pluedigcation must be cast wider than

the different theoretical approaches within the maieam to include study of other



approaches. It therefore needs to allow for mettoggical differences. It also needs to
address the question of pluralism itself. Why sHoué aim to understand and teach
different approaches rather than seek a commorpapipr(monism)? The issues of
debate we have touched on above, and indeed thenoton of different approaches,
are all methodological. To understand what is imedl in studying different
approaches, therefore, a pluralist education nezdscorporate methodological and
historical material to raise awareness first, andig students with the necessary
analytical tools second. We explore this argumertihér in the next section.

But before we proceed, some clarification of catgenay be helpful. This is
important since, as we shall see, there is scop@lémality, not only in economic
theory and methodology, but even in understandihgnethodology, history of
thought and the definition of economics itself sEitt will use the term ‘methodology’
in the sense of ‘approach’ to forming economic klemlge; an ‘approach’ involves a
particular selection of methods, but also entalsesv about how to build knowledge
more generally, about history of thought and alibatsubject matter of economics.
For some (non-pluralists) methodology simply inwsvquestions of how to use
particular methods.

Second, pluralism is the argument for pluralityd acan apply at a range of
levels. Methodological pluralism involves recoguitiof a plurality of methodologies
to be analysed, and it is this sense of pluraligmcivwill normally be used in what
follows. Practising economists must adopt one natagy or another, but they can
also be methodological pluralists if they recogrtisat there are other possibilities,
and that there is no absolute set of criteria bycwho decide which is best to the
satisfaction of all. The methodology they adopt barpluralist or not, ie reliance on

many methods or one, respectively. So a pluralgir@ach to teaching involves



methodological pluralism, while some of the litewrat being taught may itself not
adopt a pluralist methodology. Similarly, withineomethodological approach being
taught there may be a range of theories, ie thieatgtlurality.

We proceed by considering the historical develapna methodology in
order to understand the different approaches thodeiogy itself (including attitudes
to pluralism), from which follow the methodologicdifferences which underpin
much of the plurality of theory. We then considemwhan integrated use of this kind
of material might work in practice. The case stuslytaken of teaching about the
explanations for the current financial and economrisis, as an illustration. Here
students can not only learn about the differentamgtions for the crisis, but can also
see how different theoretical approaches to moneyfiaancial market analysis in the
past have themselves influenced the institutiomedrgements and policy which

produced the crisis.

Pluralism, M ethodology and History of Thought

If we are to give an explicit role for teaching threethodology of economics in a
pluralist curriculum, we need to consider furthdratvis involved in methodological
analysis, since here, too, there are differentiplesapproaches. In particular there are
different approaches to pluralism itself. We wilietefore start this section by
discussing different approaches to methodologyhesfield has evolved, and in the
process we will discuss how ideas about pluralissmehdeveloped. We will also
explore more fully the reasons for the methodolalgdifferences within economics.
It will be argued that methodological and historicanderstanding is necessary

ingredients in pluralist education.



Some methodological argument in economics harkk tmaan old approach to
methodology, echoes of which still appear in intrctdry textbooks, in discussion
among non-methodologists and implicitly in discossiof theory choice. This
traditional methodology (exemplified by Blaug, 198@ok the approach of
specifying rules for good science, applied to ecoics. The dominant influence was
logical positivism, which defined good science assisting of testable statements
arrived at by means of deductive logic (CaldwelB82). This provided the
methodological justification for defining good eawnics in terms of general
equilibrium theory which could then be subjecte@apirical testing (even if only ‘in
principle’; see Hahn, 1973).

But empirical testing did not prove to be as deeisn discriminating between
theories as had been expected, for a wide varietgasons. In spelling out some of
these reasons, Caldwell (1982) made the firstfoalpluralism in economics. Given
that no one approach seemed satisfactory for éshaig the best methodological
approach to economics, then it would be better dosider a range of different
approaches. This call came as methodology was ot@nigflecting the changes in
philosophy of science itself. One of the major #rajes was to the whole notion of
independent facts as arbiters of theory, withoutctvogical positivism could not be
sustained. Also a more pluralist tendency was eimgrig society, promoting respect
for a range of political views, social backgrourake, religion and gender (replacing
the traditional hierarchical structure). So in sbcscience there was a growing
recognition of different methodological approacheghout any ultimate set of rules
by which to demonstrate which was best, ie plunalis

Studying economics from this pluralist perspectie@n benefit from an

understanding of the influential framework of Thanik&uhn (1970a, 1970b), although



it requires some adaptation to the social scientarethodological approach is like
his concept of ‘paradigm’. It is based on a paftdcwnderstanding of the subject
matter (in the case of economics, how the economnrksy and of the best way to
build knowledge about it. Thus, for example, maeetn economics understands the
economy in terms of markets, and seeks to buildMedge about it in terms of
predictable individualistic choice behaviour. Theethod employed to that end is
mathematical, such that a theory can be fully regameed by a mathematical model.
Neo-Austrians share the focus on markets and iddals, but understand markets as
ever-changing, and individual behaviour as creatseethat neither can be captured
adequately in a mathematical model, nor in macroeeic analysis, so that the
primary method is the case study. Post Keynes@nssfmore on the interdependency
between the individual and social levels; matheraatnodelling is used to contribute
to argument, but fundamental uncertainty limits gwpe for the kind of stable
behaviour which lends itself to modelling, becaw$ehe scope for unpredictable
discrete shifts as expectations and confidenceamtundergo shifts.

A key element of Kuhn's framework was that parawsgare ultimately
incommensurate. This follows because, not onlytheeries different, but even the
meaning of words may be different, reflecting difiet understandings of the
economy and the different frameworks developedn@alyse it. Equilibrium can be
understood as an abstract requirement of theorgs @r real state of rest, for example
(Chick, 2006). A great attraction of mathematicthet it appears to render arguments
commensurate. But the problem is that in the pmdeshanges and constrains
arguments which have been developed deliberatglgritbmathematics. Indeed it is
precisely because of this that most non-mainstregmroaches differ from the

mainstream exclusive reliance on mathematical nsodel



What is involved in methodological pluralism, tefre, is studying these
different frameworks, with a view to analysing eachits own terms, and also
discussing the frameworks themselves. But therends neutral ground; each
methodologist, and each student as methodologlts¢reer, has her own approach.
However, making that approach explicit at leaspfehe discussion escape from
ever-recursive reflexivity. The reader has a clei¢goshow to interpret the analysis. As
a result, the bulk of work in methodology now aiassfar as possible to describe and
analyse methodologies. As such it provides usehiknmal for students learning about
different approaches to economic theory.

Modern methodology provides the tools for studémésnselves to understand
what lies behind the kind of debate noted aboveutaltioe nature and scope of
economics, as well as more specialised debates Abaubest to analyse a particular
topic. For example, the critigue of logical poddiwm aids the understanding of the
debate between theorists and applied economistbeimavioural finance. But
methodological awareness also helps with debatestdbeory and policy, many of
which are arguments at cross-purposes because riterlying methodological
differences have been suppressed.

It is through debates between different positifors methodology, theory or
policy) that students can learn how to developrtbgin capacity for judgement as
economists. By considering the different approadsesvell as the different detailed
arguments, students can prepare themselves foirfgitimeir own views. By stepping
outside the asymmetry of the exclusivist mainstreaethodology (which precludes
discussion of other approaches as being not-ecasdnsome students will discover
other approaches which accord better with their awmderstandings of how the

economy works. But for the many who conclude thgytprefer the mainstream



approach, understanding why that is the case, adérstanding what is meant by
arguments from other approaches, can only strengtheir capacity for judgement.
An understanding of methodology should also engeraie appropriate modesty
among economists as to the limitations of our kieolge.

It is important to understand what is involved tims pluralism at the
methodological level, since it is often misundeostoWhile it involves an acceptance
that there is no independent way to decide whicpragch to adopt, and the
approaches are in many respects incommensurasedadeisn’t mean that ‘anything
goes’. It only means that choosing one approachr @rether is a matter of
judgement, and debate consists of persuasion iratilsence of demonstrable proof).
The choice is not free, in that the way we undesthe world is the result of what
Searle (1995), calls ‘deep background’; we aretarea to a considerable extent of
our social and personal circumstances, as welhastlucation we receive. But the
more we are aware of this, the more we can em@agan in our choice of approach,
and the more constructive is debate.

The importance of rhetoric for persuasion was shing well-understood by
Keynes, and now the subject-matter of the rhet@pproach spearheaded by
McCloskey (1983). We choose our approach to ecac®for good reasons, which
we bring to debate. There also needs to be somemeasurability to allow
communication of reasons; that commensurabilityprievided substantially by a
shared subject matter, even though it (and evidedit it) may be understood
differently, and by shared elements of economiagcation, even though that might
have employed different approaches. Any one indiaidwho understood the
economy completely differently from everyone elaed whose reasons were not

accepted by anyone else, would not be able to engageconomics discussion



(whether or not the reasons were good in their égvms, or nonsense). Kuhn’s
paradigms were essentially social, referring toresthaviews within a scientific
community. He saw progress in science as occuwitign these communities, by the
criteria of these communities. Although, for theygbal sciences Kuhn saw
paradigms as sequential, for the social sciences cam apply his ideas to
contemporaneous paradigms. What emerges in pracgosen the nonindividualistic
notion of paradigms, is a pluralism structured arcba limited range of approaches
rather than ‘anything goes’ (Dow, 2004).

The methodology of the dominant approach will temdolour the structure of
economics education. Some have expressed concatnnthinstream economics
education has focused increasingly on mathematiesihods, at the expense of other
methods (Colander and Klamer, 1987; Kruegeal, 1991). As we have seen, this
characterises the mainstream methodological apbroatthough the range of
mathematical methods, and of types of evidencexpanding.

But, while it is argued by some that mathematissnecessary for the
development of argument (Krugman, 1998; Backhoi888), argument in practice
even in the mainstream draws on a wide range ofi@det ie it is pluralist. There is
thus a contrast between the mathematical formabicial discourse’ and the
plurality of methods of the ‘unofficial discoursgMcCloskey, 1983). Non-
mainstream approaches which do not accept the sxitiuof mathematical argument
employ a range of other methods in addition inrtbéicial discourse. In particular,
verbal argument is understood to allow for différemntent from mathematical
argument, including in particular discussion of mag (something which
mathematics suppresses). For some the only logiassical logic (which lends itself

to formal expression). But others (particularly Kegians, such as Gerrard, 1992)
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argue in favour of alternative logics. For examfdeynes’s ‘human logic’, which
takes a pluralist approach to knowledge, is appatgrwhere the truth-value of
premises is uncertain, and the approach lendsf iteelconceptual as well as
mathematical analysis.

If mathematical argument is insufficient, and otlgpes of argument are
required in addition (a pluralist methodology), rijedgement is required in order to
arrive at conclusions (Dow, 2004). This is someghmade explicit by the Bank of
England (1999), when discussing the role of modelsnonetary policy decision-
making. The nature of judgement is seldom discugsestonomics, yet clearly it is
critical for economists in practise, when applyimgat they have learnt to real-world
situations. It is important therefore that econ@r@ducation should equip students by
training them in judgement. This requires that¢heiculum cover different types of
argumentation and exercises in putting them togetherder to arrive at a coherent
conclusion.

In order to even start discussing these thingalestts need some training in
methodology. It is not that all discussion or teagh should be explicitly
methodological. The point is that, without methadptal awareness there can be no
recognition of difference of approach, and, withanethodological training, no
conceptual apparatus with which to discuss it.

The arguments for teaching history of economiagfim as part of a pluralist
curriculum follow from the argument for teaching thmedology. History of thought
can be studied for its own sake, as intellectusiohny, and indeed it is out of such
detailed archival work that the body of knowledgehistory of thought emerges. But
study of this history of thought is also importastpart of a pluralist education. First,

once we get away from the idea that there is oseib&rpretation of past ideas (as of
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current ideas), the history of our subject openshqr example, does Adam Smith
really provide unqualified authority for free-matkeconomics? Or, however we
regard the political conclusions Marx drew from aislysis of capitalism, might we
not learn from this analysis? Or, does Austriannecaics really provide the
foundation for rational expectations (as Kanoto74%uggests)? Have ideas been
discarded which could now prove useful? How we ustdad the history of economic
thought in general, and interpret texts in partcuis itself a matter for debate (see for
example Weintraub, 1999, and Backhouse, 1999).dfxg such debate in itself
would contribute to a pluralist education in thairelevant also to the interpretation
of contemporary literature.

Second, to understand modern economics, with ifferent approaches,
students need to understand how it became the tiay If economics is not fully
represented by a set of mathematical models, whezanings are taken to be
uncontentious, then the significance of the modal$ the meanings attached to them
can only be grasped by understanding their his{@&gug, 2000). This involves
understanding the motivation of those who developed ideas, and the context in
which these ideas were taken up and developedinidériew format arising from the
rhetoric approach, and pioneered by Klamer (1984% helped us understand the
work of leading economists by helping us to underdttheir motivation and the
background to the different paths their work took.

Third, the formalist mainstream approach has ptechothe view that
economic thought represents progress, so that tbvegy we have in modern
economics represents the best of what has beerugeddin the past. Thus for
example Lucas (1980) represented rational expeatatas progress from Keynes'’s

formulation of expectations under uncertainty; the very act of ‘operationalising’
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uncertainty eliminated it. Any notion of progress specific to one approach to
economics — progress to mainstream economists magdress to non-mainstream
economists, and vice versa. Once we take a pluralgroach to economics
education, the way is open to study different pisiof economic thought in the terms
of those periods. What were the problems of the?iwhy were they studied in that
particular way? Are there any ideas from the pdstiwwe might want to revive and

adapt to modern circumstances?

Teaching about the causes of the crisis
We have argued here at a fairly abstract levelrtrethodology and history of thought
should be part of a pluralist education in econamitot only to understand the
different methodologies lying behind different thes, but also to understand
pluralism itself. We now try to tie these argumethdsvn in an illustration of how this
might be done in practice. We take the case ofadiplg the current crisis as an
excellent example of where important issues aregoenised about what had
conventionally been accepted as good theory andypdVe will see that these issues
can be illuminated by drawing on methodology argtdmy of thought In particular
we will see that plurality applies at the levelhaiw the crisis is defined and how it is
explained, in each case building on the historyid#as. Indeed questions of
theoretical approach have become a matter for pulelbate (eg in the pages of the
Financial Time}. Methodological pluralism is playing out beforg u

Students need to develop awareness that theyredlibe crisis itself is open
to different understandings. For commentators enfitteancial sector it is a matter of
the behaviour of some key individuals, about judgets and misjudgements, and

about wild swings in market values. For others idetshe financial sector the
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economic crisis is an occasion for increasing Hapdsvithin those economies which

had contributed to the financial crisis, but alpoeading to those which had adopted
more prudent financial practices, threatening eveme the worsening disparities in

incomes worldwide. For policy-makers, the crisisoalposes important questions
about confidence in domestic and internationaitinsbns. Students can be shown too
that economic theorists have different understagglof the nature of the crisis, tied

into different methodological approaches and drawain different historical ideas.

In order first for students to understand the tbgcal and institutional
frameworks within which the crisis arose, they nezdbe taught about the legacy of
1980s monetarism, with its logical positivist methtogical approach. First New
Classical monetary theory (see eg Lucas, 1981y thew Keynesian monetary
theory (see eg Woodford 2003), treated the reah@oy and money-and-prices
separately. Central banks could thus be charged tié primary goal of controlling
inflation, while governments were concerned withl neariables. This encouraged the
practice of making central banks independent ofegowment, charged with pursuing
inflation targets. This practise was explicit, fexample, in the conditions for
European Monetary Union. At the same time, bankuletpn and supervision
became regarded as a micro concern, detached flatidn targeting, and thus
administered increasingly by bodies separate frioencentral bank. The theoretical
framework had encouraged an institutional framewatkch proved to be highly
significant as the crisis developed, in that it @dpd both recognition of the
seriousness of the situation and also the capacitaddress it as effectively as
possible.

Students can also be shown that the market conditivhich led to the crisis

can also be understood in terms of this theorefieahework and its underlying
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methodological framework which gave primacy to neatltical modelling as being
capable of encompassing the complete picture (wikimown stochastic variation),
not only of the economy (for monetary policy purg®s but also of markets. This
approach reached its apex in the field of finavekere markets were regarded as
being as close as possible to being the perfecketsaof theory. The foundation of
this approach is that there is a ‘correct’ measiresk (based on the capital asset
pricing model), which is embodied in market pric@gscording to the efficient
markets hypothesis). As bank assets were incrdgsseruritised and complex
derivatives markets developed, quantitative modetsame the core basis for trading,
with two of its more successful purveyors (Mertard é&Scholes) being awarded the
Nobel prize.

But the drawbacks of this methodology had alre@dgome evident, for
example in the 1997-8 crisis. The limitation ofsbanodels to extrapolating from the
past meant that they were unable to predict thectstral shift in market pricing as
perception of risk went through dramatic revisioBsit there was no ‘plan B’; the
models had been treated as sufficient. In the ntasis, the underpricing of risk,
and the inability of quantitative models to handiscrete shifts, has again been a
central feature. Yet the institutional structurenadrkets is built on the pricing of risk,
and the main plank of central bank control, capgidéquacy ratios, is also built on
assessment of risk, all in terms of quantitativedet® which were unable to predict
actual risk in time of crisis.

Teaching about the central role in the crisishalse ‘quants’ exposes students
to a methodological discussion which gets to therthef how we build knowledge in
economics (see eg Dow, 2009). Here students cdorexa different tradition in the

history of economic thought. Keynes (1936) was eomed precisely with these
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matters in the wake of the Great Depression, aed @m his theory of probability

(Keynes, 1921) to analyse them. Keynes emphastsatdfindamental uncertainty
was the norm, ie conditions under which it was isgiole to determine a quantified
probability. Therefore markets develop practiceonyentions) to cope with

uncertainty, normally promoting stability. But senanarket valuations cannot be
demonstrably correct (the future being fundameyntaticertain), they are vulnerable
to changes in sentiment which can cause discréts Bhprices.

Minsky (1976, 1982) developed Keynes's ideas th#® Financial Instability
Hypothesis, which many have drawn on to explaimritial crisis (see for example
Arestis and Glickman, 2002; Kregel, 2008; Whelaf02 Nesvetailova, 2007;
Turner, 2008). The theory is built on an undersit@naf crisis as part of a systemic
instability in capitalist economies which can bedweated but not eliminated. Minsky
showed how, during a boom, market valuations becdrakl with increasing
confidence, encouraging ever-more leveraging, éopbint that the financial system
becomes increasingly fragile, because it is so emalle to expectations being
disappointed. High degrees of leveraging mean ¢hsah flow is critical to meeting
debt commitments. Once perceived risk is thouglietancreasing, the resulting asset
price falls lead to asset sales and defaults amsloahich encourages banks to curtail
their lending, further exacerbating the situatidime real economy is affected by
reduced demand, with the result of increased uneynpnt.

But students can be shown how a very differentaggiion arises when the
crisis is seen, not as part of a normal instabibiyt as an aberration from the norm. A
different and highly influential explanation of therisis comes from the New
Keynesian tradition within the mainstream so stith optimising agents, but subject

to market imperfections. This approach focuses womltedge issues, stressing the
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role of asymmetric information. Their critique dfet efficient markets hypothesis is
based on the idea that market players have diffenéormation sets on which they
base their price expectations and risk assessrsedsg Furman and Stiglitz, 1998).
Indeed this focus on knowledge lay behind the damirexplanation for the South-
East Asia crisis, and led to the IMF emphasis gprawing governance in South-East
Asian banking, and thus improving information floggee further Stiglitz, 2002, who
inspired this ‘Post Washington Consensus’). Ittiié maintained that, even if only in

principle, there is a correct measure of risk whiah be incorporated in asset prices.

Students could be asked to consider, as just eaenge of the current
literature, Calomiris’s (2008¢omparison of analyses of the current crisis, prieske
at an IMF conference in November 2008. His own N@ynesian approach analyses
the origins of the crisis in underpricing of riskadto a combination of such factors as
asymmetric information, market imperfections agsfrom government involvement
in financial markets, agency problems and poor guusece. He regards as inadequate
the New Classical (‘fundamentalist’) focus on theed for a correction back to trend
from the long market rise which these factors hadsed, on the grounds that this
does not explain the initial deviation from tremdthis particular case. Similarly he
rejects the Minsky explanation because it relies ‘iomtional myopia’ without
supplying a universal theory of human behaviourclwhcan explain why risk is
underpriced at some times and overpriced at othersto differing degrees.

But then it can be shown to students that Minskyere being interpreted
within the New Keynesian approach, which (like tfiendamentalist’ approach)
presumes a rational objective risk measurementhmeack with respect to which the
market may underprice or overprice. From the Pastri€sian perspective, Minsky is

arguing rather that, in the absence of such arctbgebenchmark, markets value risk
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as best they can. The dynamic of rising marketaaesl the perception of risk, while
that of falling markets increases it, but not i@ way that timing and degree can
be forecast quantitatively. In these different waf/sinderstanding what is happening,
we have a clear example of the significance ofntle¢hodological framework within
which we consider competing explanations.

More generally this type of analysis helps stuslesee how different
understandings of what the crisis means, and whétlg systemic or an aberration,
lead to quite different explanations. In turn, noelblogical approach predisposes
economists to understand the crisis in these difteways. Students can also be
shown how the reality itself can be shaped by tiy@ementation of theories, not only
in policy but in institutional design. We can lotukthe history of economic thought in
Niebyl's (1946) history of monetary theory for anlightening discussion of how
reality, ideas, institutional arrangements and gyolmpact on each other. But they
can get seriously out of phase, such that ideasueaged by one set of circumstances
eventually become embedded in a new institutiortaliceire which delimits
subsequent monetary policy, which may be quitepnapriate to new circumstances.
Students then need to get a sense, not only ofdamking and central banking have
evolved, but also of how the theory of monetaryigylhas evolved and led to
particular institutional arrangements and policanses. A particularly fruitful
framework has been developed by Chick (1986; 19883; see also Chick, 2008) for
analysing the development of banking systems, aedthieory of monetary policy
appropriate to the different stages, through hystdhe analysis has been updated to
apply to the current crisis in Chick (2008).

In conclusion, in teaching the material coverethis section, students can be

shown that the crisis raises key methodologicalleéssabout market pricing and
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behaviour in financial markets (and indeed in angrkat), and the nature of the
knowledge base. These issues apply also to how heerise about economic
behaviour, and therefore about the knowledge bé&secanomics more generally.
How we resolve these questions (which will diffepdnding on our methodological
approach) will determine how we understand markaetd, formulate policy. Analysis
of the crisis at a methodological level also hedpslents understand the nature of the
different analyses on offer, and the source of mathhe debate about how to
proceed. We have also seen how each of the ditfepgsroaches on offer has drawn

on different traditions in the history of thought.

How to Proceed
We have argued here for promotion of methodologiwareness as a central part of
pluralist teaching in economics. But dealing witkethodological issues poses a
particular challenge when students are new to kimsl of teaching. When the
impression has been created that there is onlylegigmate approach to economics
(within which there may be differences of theorylanethod, but not methodology),
it is hard to get across a methodologically-plstabipproach. There is therefore a
guestion of managing the transition to pluralisicténg; indeed the transition may be
equally important for teachers themselves who ae atcustomed to a pluralist
approach to economics education.

| would suggest an initial exercise which | hawerfd effective in managing
the transition. | use this exercise for studentbaking on a course in history of
thought and methodology, but it could equally bedumore generally in a pluralist
economics course where students have been accusttmmeonist teaching. The

critical step for students to take, and one whéctifficult for many to contemplate, is
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for them to accept that they can legitimately egprepinions about economics (not
just about the choice between this or that modas;Earl, 2000).

The exercise is to ask them to choose any pieegitifig in economics which
has struck them for some reason. It may be paatigupersuasive, or particularly
repellent; it may be intriguing, or well-writtenr st interesting. Students are asked
to write a page explaining why they chose thatg@iend be prepared to present it to
the group, who may have differing opinions. Somedsnts grasp the exercise
quickly, particularly if they have had prior expaice of methodological pluralism.
But for many it is a struggle to understand thatytban legitimately form their own
opinions. However, my experience has been thag drat understanding is achieved,
there is no looking back. There is no problem thftee encouraging class discussion,
and students put great effort into written work. the process of the pluralist
education which follows, students learn how to digwveheir own capacity to judge
issues and to understand the basis for their judg&snAs a result, students become
equipped to choose their own approach and addiessaives as they become
practising economists.

The transition to incorporating history of thoughhd methodology into
pluralist teaching may require some initial spestateaching of the history of
economic thought and methodology to provide sonoi&draund for applying them to
particular fields, like monetary/macroeconomicsabsve. These introductory courses
could be supplemented by specialist history of ¢fidiand methodology courses for
those with a special interest in them. But the nyaierity should be to equip all
students to approach economics with an awareneseibfodology, and the scope for
methodological difference, and with a basic knowkeof the history of their subject

(with its different methodological approaches).dle methodology and history of
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thought are most effective when woven into econotmeaching as the best way to
understand a field and the debates within it. Iddd#gs is the political economy
tradition; history of thought and methodology oblcame specialist fields, separated
from the rest of the discipline, when economics eambe taught largely without any

reference to them.

Conclusion

The argument for pluralism is a methodological omself requiring reference to
history of thought. But what | have argued her¢hst methodology and history of
thought should themselves be an integral part wfafitt teaching in economics. We
are only in the position of having to consider sqalestions because the non-pluralist
development of mainstream economics takes its rdetbgical approach as given
(and thus an arbiter of quality in the disciplime)d makes scant reference to history
of thought. Once a pluralist approach to teachircpnemics is established,
methodology and history of thought would be suctatural part of the discourse that
we would cease to regard them as separable spatsalirhey would become part and

parcel of how we teach economics.
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