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A	rejoinder	to	Tily	

Marc	Lavoie*	

As	 everyone	 knows,	 Keynes’s	 General	 Theory	 has	 generated	 a	 lot	 of	 different	
interpretations.	 Geoff	 Tily	 presents	 a	 brief	 statement	 of	 his	 own	 understanding	 of	 it	 in	 his	
comment	 to	my	paper	 and	he	questions	my	perspective.	 There	 are	 also	different	 strands	of	
post-Keynesianism,	as	I	have	myself	explained	in	a	number	of	places.	Tily	is	closest	to	what	has	
been	called	Fundamentalist	Post	Keynesianism.		

Tily	 is	annoyed	at	my	use	of	 the	word	pirouette	when	authors	 such	as	himself	 try	 to	
make	a	distinction	between	a	given,	a	constant	or	an	exogenous	money	supply.1†Besides	this,	I	
believe	 his	 main	 point	 is	 that	 the	 General	 Theory	 was	 all	 about	 liquidity	 preference,	 that	
Keynes	was	more	 concerned	with	monetary	 policy	 than	 fiscal	 policy	 and	 that	 he	 favoured	 a	
cheap	money	policy.	A	quote	that	often	comes	to	my	mind	is	Keynes’s	(1936,	p.	322)	claim	that	
“the	remedy	for	the	boom	is	not	a	higher	rate	of	interest	but	a	lower	rate	of	interest!”.	Thus	I	
would	certainly	agree	with	Tily	in	this	regard.	But	Keynes	(1936,	p.	320)	also	said	that	“there	is,	
indeed,	 force	 in	 the	 argument	 that	 a	 high	 rate	 of	 interest	 is	much	more	 effective	 against	 a	
boom	 than	a	 low	 rate	of	 interest	against	a	 slump”,	 reinforcing	 the	belief	 among	many	of	us	
that	monetary	policy	has	limits	that	require	the	use	of	fiscal	policy.	Before	the	Great	Recession	
and	 much	 before	 neoclassical	 Keynesians	 started	 relying	 on	 the	 interest	 rate	 zero-lower	
bound,	post-Keynesians	–	among	which	Fazzari	(1994-95),	Galbraith	(1994-95)	and	Arestis	and	
Sawyer	 (2004)	 –	 have	 endorsed	 the	 relevance	 of	 fiscal	 policy	 at	 a	 time	 when	 mainstream	
economist	were	denying	it.		

Tily	 (p.	162)	makes	 the	 surprising	 claim	 that	 “most	post-Keynesians	were	 little	better	
prepared	 for	 the	 global	 financial	 crisis	 than	 the	 rest	 of	 the	 profession”.	 I	 cannot	 share	 this	
opinion,	and	it	is	certainly	not	the	view	of	Bezemer	(2010)	or	Galbraith	(2009),	just	to	name	a	
few.	 Tily	 seems	 to	 put	 the	 blame	 on	 the	 fact	 that	 post-Keynesians	would	 have	 ignored	 the	
long-term	consequences	“of	the	restoration	of	dear	money	from	1980”.	As	a	partial	response	I	
could	 say	 that	 back	 in	 the	 1980s,	 with	 a	 colleague	 of	 mine,	 I	 did	 write	 a	 piece	 on	 the	
detrimental	 effects	of	 the	high	 real	 interest	 rates	 that	had	 started	 to	be	 imposed	by	 central	
banks	in	developed	countries	(Lavoie	and	Seccareccia,	1988).		

Tily	(page	162)	is	also	baffled	as	to	“why	post-Keynesians	spend	so	much	energy	trying	
to	 show	 Keynes	 as	 wrong”.	 I	 did	 not	 feel	 that	 this	 was	 the	 intent	 of	 my	 paper,	 quite	 the	
contrary.	 However,	 as	 can	 be	 found	 in	 the	 statement	 of	 purposes	 of	 the	 Journal	 of	 Post	
Keynesian	 Economics,	 I	 consider	 that	 attachment	 to	 Keynes	 ought	 not	 to	 be	 “slavish	 nor	
theological	despite	the	profound	admiration	to	his	work”	(Editors,	1978,	p.6).	I	certainly	believe	
that	I	am	free	to	express	criticism	of	some	of	his	views	instead	of	trying	to	rationalize	them	if	I	
assess	 that	 they	are	misguided.	About	 this	 I	 also	have	 the	 support	of	Hyman	Minsky	 (1986),	
who	held	that	“being	post-Keynesian	does	not	mean	being	slavishly	dependent	on	the	works	of	
the	Great	Man”.	
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1†	I	discussed	the	question	of	Keynes	and	endogenous	money	in	a	full-length	article	(Lavoie,	1986).	
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