"The Methodology of Positive Economics" was primarily an attack on an economics of practical "realism" in assumptions, especially such Harvard abominations as Keynesian economics and imperfect competition.  Keynes of The General Theory, unlike Keynes of The Treatise on Money, rejected smooth equilibria like MV = PT.  In the late 1930s the damned Harvardians, unlike the Chicagoans, converted to such a practical view.  Earlier the Harvardians had been normal, long-run, conservative economists, like people at Chicago.  Harvard's Alvin Hansen in the early 1940s, for example, touted stagnationism, the Keynesian prediction that the imbalances of high saving and low investment opportunities would blight the nation after the War as it had before.  On the micro side Edward Chamberlain said in effect, "Perfect competition is cute but unrealistic.  We need to build economics on a sound foundation of a realistic view of the world, acknowledging for example that there is not an infinite number of secondhand bookstores next to your front door." 


As an undergraduate in the early 1960s and for a year or two as a graduate student in the mid-1960s I believed Chamberlain and my Keynesian teachers, such as Paul Samuelson's textbook and Otto Eckstein lecturing on it; or Arthur Smithies repeatedly and amusingly mixing up the exposition of the Keynesian multiplier (I have doubted it ever since: perhaps that was his secret purpose); or Jim Duesenberry and Gary Fromm {check] smoking up the halls of Littauer in worrying, worrying about the investment equation in the first version of the MIT-FRB model [check].  


Late in graduate school, around 1966 and 1967, even surrounded by such economists, I became devoted to the parsimoniously obvious belief that P = MC, pretty much, and that inflation is everywhere and always a monetary phenomenon.  I think this happened to lots of young economists at about the same time, regardless of location.  My classmate Tom Sergeant [check], for example, came to Harvard in 1964 a Berkeley Keynesian and left a nascent freshwater macro-ist.  I am unclear what Bob Hall's upbringing was, but he too ended up a "Chicago" economist, though his Ph.D. (DATE) is from MIT.  A little later the result was that the halls of Harvard and MIT and Stanford were thronged with assistant and associate professors who might as well have been trained at Chicago.


What was it that was in the air in the late 1960s and early 1970s, it may be asked, that diverted the mainstream of economics so sharply from "realistic" economics (which had sometimes at least a side channel of ethical thinking) to "as if" economics, with the ethical channel entirely blocked?  


One possible answer is that ambitious young men of any generation keep their eyes peeled for inexpensive ways to challenge their fathers, and to take over their posts.  A plausible explanation of the worldwide explosion of protest in the 1960s depends on a generation turn.  The heroic generation of the resistors to fascism, young in 1945, were middle-aged men in 1965, powerful but compromised.  That the French Communist Party was reluctant to support the student revolutionaries in 1968 is one of dozens of similar generational tensions worldwide.  In the U.S. the party of Franklin Roosevelt had started the Vietnam involvement, and so tragic progressives like Herbert Humphrey were easy for the young radicals to outflank on that and on many other issues.  From the Philippines to Swinging London the upheaval of the 1960s, demographically speaking, was an echo effect of the War.


You can see such an echo effect in economics.  The War and especially, as Phil Mirowski has documented, the early Cold War financed a burst of mathematization in economics.  Beginning in the 1970s, a long generation after the War, mathematical economics in its steadily increasing absurdity became the big weapon against the old.  Pied Pipers like Mas Colell found gardens of empiricism in graduate programs and left them intellectual deserts.  Beginning in the 1980s game theory, which in 1965 looked dead, provided still another geezer-slayer.  It, too, provided careers for young men who didn't want to deal with actual economies.  Econometrics, ditto.  What fun.


The Chicago Turn in the late 1960s and early 1970s, although it had nothing to do with mathematics---Chicago resisted empty formalization until Lucas and his hires brought it in by the back door---was similar in generational dynamics.  To young men in American economics c. 1970 the appeal of Chicago economics was that, once you got the hang of it, it was so easy.  It was easy to understand, easy to defend against criticism (as long as one adhered to positive economics), and easy to apply to historical economies.  (Existence-theorem math has the same ease, except that it's not applicable to anything, which has not proven to be a disadvantage.)  Not being a natural economist I found the intricacies of "realistic" models depressingly hard to grasp.  I was tempted early on, for example, by Wassily Leontief's input-output economics---than which you cannot get more practical and realistic, and less Chicago-School.  But I figured out eventually that input-output was no good for aggregate economics, and justifiable only for regional planning, maybe, and then only if one can somehow acknowledge that demand curves slope down (McCloskey 1970).  More Chicago simplicity.


By now, thirty years on, I have come finally to a quite different view, against the simplicities of positive economics: that of course "realism of assumptions" matters, if calibrated simulation, not the fraudulent ceremony in econometrics of "testing" by t-test, were to become the main empirical tool of economics, as it is in physics and engineering.  Meanwhile, I declare, if you must do toy models on blackboards, supposedly justified by econometricians standing ready to "test the implications" (I repeat: they don't), then to specify that P = MC and MV = PT is often close enough to the real world.  And it's getting closer in a world in which for example the internet puts a very, very large number of secondhand booksellers next to your front door.  Except in those cases when it does not.
 

*       *        *       *        *
� The big mistake in positive economics as methodology is its participation in the exploded school of the "hypothetico-deductive" model of science, in which one branch does theorems and the other does tests.  Tjalling Koopmans' Three Essays on the State of Economic Science (1957) was the real constitution of modern, Samuelsonian economics.  
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