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David Glasner has been making a series of posts on the legacy of Milton 
Friedman, some of them in response to Scott Sumner; they’re interesting if 
you want to delve into the intellectual history. I’m not personally big on 
such things — in general, what people thought Keynes or Friedman meant 
ends up being more important than what they turn out, on close reading, to 
(maybe, possibly) actually have meant. For what it’s worth, I think Glasner 
makes a good case that Friedman was indeed more or less a Keynesian, or 
maybe Hicksian — certainly that was the message everyone took from his 
Monetary Framework, which was disappointingly conventional. And 
Friedman’s attempts to claim that Keynes added little that wasn’t already in 
a Chicago oral tradition don’t hold up well either. 

But never mind. What I think is really interesting is the way Friedman has 
virtually vanished from policy discourse. Keynes is very much back, even if 
that fact drives some economists crazy; Hayek is back in some sense, even if 
one has the suspicion that many self-proclaimed Austrians bring little to the 
table but the notion that fiat money is the root of all evil — a deeply anti-
Friedmanian position. But Friedman is pretty much absent. 

This is hardly what you would have expected not that long ago, when 
Friedman’s reputation bestrode the economic world like a colossus, when 
Greg Mankiw declared Friedman, not Keynes, the greatest economist of the 
20th century, when Ben Bernanke concluded a speech praising Friedman 
with the famous line, 

Let me end my talk by abusing slightly my status as an official 
representative of the Federal Reserve. I would like to say to Milton and 
Anna: Regarding the Great Depression. You’re right, we did it. We’re very 
sorry. But thanks to you, we won’t do it again. 

Best wishes for your next ninety years. 
So what happened to Milton Friedman? 

Part of the answer is that at this point both of Friedman’s key contributions 



to macroeconomics look hard to defend. 

First, on monetary policy: Even if you give him a pass on the 3 percent 
growth in M2 thing, which was abandoned by almost everyone long ago, 
Friedman was still very much associated with the notion that the Fed can 
control the money supply, and controlling the money supply is all you need 
to stabilize the economy. In the wake of the 2008 crisis, this looks wrong 
from soup to nuts: the Fed can’t even control broad money, because it can 
add to bank reserves and they just sit there; and money in turn bears little 
relationship to GDP. And in retrospect the same was true in the 1930s, so 
that Friedman’s claim that the Fed could easily have prevented the Great 
Depression now looks highly dubious. 

Second, on inflation and unemployment: Friedman’s success, with Phelps, in 
predicting stagflation was what really pushed his influence over the top; his 
notion of a natural rate of unemployment, of a vertical Phillips curve in the 
long run, became part of every textbook exposition. But it’s now very clear 
that at low rates of inflation the Phillips curve isn’t vertical at all, that there’s 
an underlying downward nominal rigidity to wages and perhaps many prices 
too that makes the natural rate hypothesis a very bad guide under depression 
conditions. 

So Friedman’s economic analysis has taken a serious hit. But that’s not the 
whole story behind his disappearance; after all, all those economists who 
have been predicting runaway inflation still have a constituency after being 
wrong year after year. 

Friedman’s larger problem, I’d argue, is that he was, when all is said and 
done, a man trying to straddle two competing world views — and our 
political environment no longer has room for that kind of straddle. 

Think of it this way: Friedman was an avid free-market advocate, who 
insisted that the market, left to itself, could solve almost any problem. Yet he 
was also a macroeconomic realist, who recognized that the market definitely 
did not solve the problem of recessions and depressions. So he tried to wall 
off macroeconomics from everything else, and make it as inoffensive to 
laissez-faire sensibilities as possible. Yes, he in effect admitted, we do need 
stabilization policy — but we can minimize the government’s role by relying 
only on monetary policy, none of that nasty fiscal stuff, and then not even 
allowing the monetary authority any discretion. 



At a fundamental level, however, this was an inconsistent position: if 
markets can go so wrong that they cause Great Depressions, how can you be 
a free-market true believer on everything except macro? And as American 
conservatism moved ever further right, it had no room for any kind of 
interventionism, not even the sterilized, clean-room interventionism of 
Friedman’s monetarism. 

So Friedman has vanished from the policy scene — so much so that I 
suspect that a few decades from now, historians of economic thought will 
regard him as little more than an extended footnote. 


