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Brief description:

Over the past decade, post-Keynesian stock-flow consistent (SFC) modelling has become a
dominant approach in heterodox macro modelling, largely due to the works of Wynne Godley
and Marc Lavoie. SFC modelling has been used by various heterodox economists in order to
formulate and analyse a plethora of issues, such as growth and income distribution, the
implications of financialisation and the role of fiscal and monetary policy. This 4-hour session

will provide an introduction to the theory, methodology and applications of SFC modelling.

The lecture will discuss the main features of SFC models. It will focus on the origins of the
models, the distinction and the links between stock and flows and the role of accounting
principles. Emphasis will also be placed on the use and the implications of the transactions and
the balance sheet matrices, which constitute the skeleton of SFC models. The role of money and

finance in the SFC literature will be discussed.

The lab session will present how discrete-time SFC models can be constructed and solved using
R. It will be shown how these models can be built step-by-step and how consistency is ensured in
practice using the identities of the balance sheet and the transactions matrices. The dynamics of
the models will also be explored. Simple SFC models with both inside and outside money will be

used as examples.
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