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Al believe that Friedman had a ¢
over the world, not just in the profession. He saw the big
picture, and the big picture was
want to be bothered with theslittle technical problems.

(Tobin in Klamer 1984, 164.06).

1. Introduction

AiDuring my whole career, I have considered myself
universal characteristic. On the one hand, | was interested in scjeacgience,and | have tried

successfully I hopenot to let my ideological viewpoints contaminate my scientific work. On the other, |

felt deeply concerned with the course of events and | wanted to influence them so as to enhance human
freedom. Luckily, thesetwa s pect s of my interests appeared to me

1993, 189).

Like most of his peers, Friedman (1953a, 4) confidently claimed that he was able to prevent

his private values from interfering with his scientific practicepublicspeeches, in scholarly

and newspapers articles, as well as in private correspondence with colleagues, political figures
and businessmefyiedman always strove to distinguish between scientific and policy claims.

And in so doing he gained the respect & my i ncl uding political a (
who, like myself, often find themselves in basic politickdagreements with him, must
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greatly admire and indeed envy his fearless and penetrating insight of the deepest roots of
economic issues. He has @omore directly and indirectly, to train economists in rigorous
thinking and in the uncovering of common prejudices than any other teacher in many

decadeso, wrote the Keynesian Abbd Lerner to

Judging from the stir créad by his reception of the Bank of Sweden Prize in
Economic Science, however, it seems that a number of economists were not convinced by
Fri edman 6s? THeeet wvas dvenesuspicion that the consistency between his free
market scientific framework antis antistatist political recommendations was not merely
accidental. While some economists simply pointed out that the positive and normative
di mensions of the Chicago school of economic
rel at ed o082,(3R)e atleens hate9explicity condemned the neoliberal character of
Fr i ed ma n-orientechmicrdeeonomicsLikewise, his macroeconomic work has been
interpreted as an attempt to shatter the pillars of American Keynesianism and its progressive
implications, one realized at the expense of reliable theoretical and empirical foundi&tions.
the side of historians of economics and ecor
described as an idealized view of the fmearket system and as a positnationalization of
his political convictions (Samuels 197613 and 36395; Wilber and Wisman 1976, 79;
Nelson 2001, Lavoie and Seccareccia 1993, 16). Familiar with the-Mamnxheim critique
of economics, those critics have been more willing than ecmt®nio denounce the
ideol ogi cal di mension of economic science.
gradually been replaced with references to vision, paradigms, ethics, value judgments, the
idea remains the samethe economist is influenced byshsocial status and his political
beliefs and economic theories are not only designed to explain the world, but also to support
group interests and legitimize particular course of actions (see for instance Hodgson 2001 and
Amadae 2003). In addition, théaw of economics as a discourse has contributed to focussing
attention primarily on the persuasion and rhetoric dimension of scientific achievements (for
instance McCloskey 1984, Klamer and McCloskey 1994).

! Lerner to members of the Alfred Memorial Prize committee, undated (probably, ¥5#8) Lerner Archives,
Box10 folder 7.

20O0n the troubles surrounding the Nobel Prize, see Fri
side of critics one finds Kaldor (1978, viii) and Myrdal, (1977, 52).

5See for instanceéecBhagwati FI92dmandap an fideol ogued
*For instancethe Keynesian economist Franco Modiglianit at ed t ha't AFriedman is dr

whatever the government does is bad. He has a mission and seems to be willimgide same intellectual

honesty fortat . 6 ( Modi gl i anl20).Bee Khhmer CtBBdrtson (1964, 3
Afdel i berate misrepresent aA Nooetary blistorytarideModighiani 1974 Kaldor hi s r
1981, Desai 1981, ¢éhdry & Ericsson 1983, Hahn (1984, 1985).



The above critics provide no detailed accounthe process whereby political values
may have i nfl uen c’&ivenkhatFredmam as @ statistican, subjected his
hypotheses to a demanding process of confrontation with facts, the permanence of his private
values in his science callerffurther explanation, especially when it is remembered that the
empirical part of his work was the most criticiZetikewise, the possibility that scientific
conclusions and political values are consistent because of the influence of the former on the
latter, as Brunner (1976) or Friedman (1998) have claimed, is left unexplored. The focus on
political beliefs at the expense of cognitive and methodological emphasized the persuasion,
social control and ideological functions of economic theorizing at therse of its goal of
understanding the world. As a result, it becomes difficult to separate between the role of
ideology in theapplicationof a theory (a case well documented) and irisation Also, as
David Colander (2005, 112) has noted, if it imow widely acknowledged among economists
or at least historians that economic research is inescapably pervaded by ideology, then the
consideration must be shifted to #Aintentio
ideological background level ofédo | o gy t h at’Asséssingcthe mterdegendanicd . ©
of values and science in Friedmanbés wor k ma\
his intention$ This calls for investigation of the way the ideas he would untiringly advocate
during a great part of his career were initially formed. And this investigation calls for a

framework enabling to disentangle Friedmanos

In this paper, we consider economic research and political activity as justatysooiv
making sense of the world. They yield some beliefs, political and ethical, but also cognitive
(on how people actually behave and society actually works) and methodological, which may
be used in other activiti elsislikeRg¢ode ipflueacedby | v, t
convictions deriving from his psychology, religion, art, encounters, readings, life experiences,

reactions to collective history. An account

® Warren Samuels suggesimt theories are value laden because Chicagoans assume hypotheses takea from an

priori paradigm (the superiority of market solutish and only pay attention to evidence consistenh wiat

hypothese (Samuels 1976, 37¥ilber andWisman(1976, 85) and Reder (1982,13) outlireedimilar treatment

of empirical findings

6Mayer 192 and Diesing 198%loselyi nvesti gated Friedmands hypothesis
procedures, lit they carefully refrained fra drawing conclusionsonthevalbtead eness of Fri edmand

"According to this principle, Ait is Friedman, not Kennet
far more likely to be described as crossingtheio |l ogi c al Golandes @00%, B2) donclodesd ,
8 The doubts levelled against Friedmanés intelleectual

George Stigler (1988, 154) had to hammeriout hi s aut obi ogr a@vay a ttickstet. Hefi Mi | t or
believes what he says and says what he believes



politics should therefore bring intdneé story this wide array of beliefs. These beliefs are

neither necessarily conscious nor consistent with each other, and they are transformed,
adjusted, corrected along the economistos |
we will call this sé of beliefs a worldview.The t hesi s of this paper
scientific and political conclusions were consistent because they were jointly developed from

a strong and consistent worldview, one that was framed early in his life and constantly
reinforced afterward’ This worldview relied on the idea that individual freedom should

prevail over every other value, but also on cognitive and methodological beliefs that proved
cruci al i n shaping Friedmano6s sawhieowh lifd i ¢ an
experiences and historical events as factual evidence that people are rational and autonomous,
that economic and social systems are inherently stable ansta@lfzing. His optimistic

belief in individual rationality was paired with a dediptrust in all forms of collective action,
especially governmental intervention. The idea that science helped reach consensus among
citizens and that objective knowledge was achieved through the confrontation with facts were
also crucial in the developmieaf his worldview. Some of these beliefs originated from his

private history and temperament, others from his studies, professional encounters and
experiences. A peculiar feature of this worldview is the extent to which it drew on economic
concepts? It is on these same core beliefs that Friedman simultaneously built a scientific and

a political system in the fifties and sixties.

This paper spans the years 1933 through 19&2ction 1 describes the origins and
characteristics of mHAI33, eemre erdesed Ghicagb as\aigraduagte f r ¢

® We could alternatively have used the words mental lenses, ultimate cosmology, patterns, forms of thoughts,
gestalts world picture (Wittgenstein), forms of consugness (Hegel)fore-structure (Heidegger), or simply

vision. The purpose here is not to invoke such and such specific theory of understanding and of the possibility of
objective knowledge. Nor is it to argue that this concept is systematically distomat thrat of ideolgy;
Schumpeter 1949 equated ideology with a fiprecognitive
definition of a worldview echoes Samuel (1977, 470) (
concepts ideology and worldview sitghelpsdistinguishing between an approach basedcollective vales,

social control and propaganda from one based on araide of individual essentiddeliefs.

19 The overall consistency f Fri edman 6 easnowpecludd gpecdfiencomkistenies between his

beliefs, or his words and deeds. For instance, note his defence of a public money supply despite his dislike of
government intervention, his fight against labour unidaspite their purported limited impact on wages, his
disinteresin the threat McCarthyism was for the academic freederaherished

"By his own admission, Friedman ifdinan\i®98, 149)bln gadiculare d an d
heviewedevery kind of behaviour, not merely economic, through the lenses ofysaipghldemand categories.

St opping in 1963 | eft s o metheadfornflationeotitnesPhilips cumeaandthie c ont r
natural rate of unemployment hypothesaisid some major controversiésn his role in Chile, on the Hendry

Ericsson pper untouched. Some evolutions in the seventies and eighties however make it more difficult to

di scriminate the substance from the rethorique and g
marshallian theories in the walrassian frameworkafs opponent s, his disappoi nt me



student, to 1946, when he returned there as a teacher. It was in this formative period that he
built his methodology, his econori@ased conceptual framework and his political liberalism.

The paper then conceates on the period ending up with the publicatio®ate Theory: A

provisional text, A Monetary History of the United Statasd Capitalism and Freedom
Section 2 studies the influence of Friedmano
that Friedmanodos valwues informed his choice of
(data series and historical evidence) he confronted with these hypotheses, and eventually his
kind of econometric modelling built and testing procedure. Since parheofclaim that
economics is valutaden arises from its proximity with the political process, section 3
examines Friedmandés fart of economicso, the
Friedman reflected on policy matters partly as a scientistsdholarly journals and
conferences, and also as a political activist, in public speeches, newspapers chronicles, and
Mo nt Pelerin Tribunes. We show that, al t hou

writings, these two kinds of policy recommendatiorese closely intertwined.

2. The making of a worldview, 19331948

Friedman was born in 1912 in Brooklyn, the son of poor Jewish emigrants who worked in
sweetshops until they could open a small stokis father died in 1928, and the sixteen year

old boy found himself compelled to work to pay for his studies at Rutgers University. His
selfsupporting situation in the middle of the Great Depression, his sanguine character and his
self-confidence imparted him a thorough intellectual independence, not toreaerence,

and a sense of autonont{ At Rutgers, he was naturally drawn to Homer Jones, a graduate
student from Chicago, whose free enterprise bent echoed his private experience. Friedman
specialized in mathematics and statistics and also attend®dl eotirses in economics and
business cycles taught by Arthur Burns, then PhD student at Columbia with Wesley Mitchell.

A devotee to the pursuit of truth and objectivity, Burns introduced Friedman to the empirical

his neoliberal radicalisation, the beginning of the Realgtcher era and hardening of keynesian critiques

against monetarism all cloud the picture.

13 The biographical material is taken from Ehiean 1998, Hammond 1993, Silk 1976, and from the material and

vitaes found in the Milton Friedman Papers (herafter MFA), Hoover Institution, Box 5 Folder 11. Friedman later
interpreted his parentsdé history earerpasesystemasap | e of t he
Friedman 1998 and the script of the fiFsee to Choos&V episode, Box 61 Folder 9, MFA).

“%Friedman may not have believed in God, but he beli
that woul d de PanHanmmend R007, 25 angueddn,a paper on the transcendental commitments
of economists. See also Frazer (1998209



method that was the hallmark of the NBERdan marshallian price theory. This twofold
connexion with Chicago and the NBER Friedman entertained for his whole life. He attended

the courses of Jacob Viner, Frank Knight and Henry Schultz at Chicago, but he also spent one
year studying statistics andathematics at Columbia with Harold Hotelling and Wesley
Mitchell. Friedmands PhD dissertation consi s
of independent professional practice, conducted in 1980 under the leadership of Simon

Kuznets. As a comrsjuence of his training, Friedman initially saw himself as a statistician as

much as an economi§tDuring his formative period, Friedman encountered a wide range of
scientific perspectives: Mar shallianicggrice |
work at the NBER and thlational Resources Committee in 198R the institutionalism at

Columbia and Wisconsjmpolicy oriented research at tli®vision of Tax Researcht the

Treasuryin 194143, and applied mathematics and statistics aSthggical Research Group

in 19431945. The political opinions encountered also spread over a broad spectrum, from
Knightdos pessimistic | i befarapositomant foom Slitcheh ns 0 s
and Kuznetsod progressisosmnter Wasti omgit ®om. el
perspectives, Friedman gradually fashioned the methodological principles, the Chicago style
conceptual framework, and the liberal political leanings that later formed the cornerstone of

his scientific work and polital commitment.

2 . 1. Fri edmanos Vi sion of science wi

The release of Friedmanés famous essay fAThe
initiated a fifty years inexhaustible stream of literature. For Friedman however, it was the
final point of fifteen years of methodological thinking, which developed in close association

with his vision of society as a whal®.Following Knight, Friedman viewed society as
cooperation between rational individuals endowed with diverging preferencessagdeeing

about social goals and the means to achieve them. More optimistic than his teacher, Friedman

did not retain his insistence on the pervasiveness of value conflicts and on the necessity to

15 Until the end of the war, some positions he hold relied exclusively on his statistical training (such as his SRG
job) or at least ragred a strong command of statistical techniques. During the year he spent a Wisconsin
University in 19401941, he taught statistics, and later contribute to a statistical textbook (Friedman, Freeman
and Mosteller 1948).

By the end of ivEera embmetard at Clicago inal946, his methodological views were
already almost settled: he wrote the first draft the first draft of the eBsmgriptive Aalysis vs Analytical
Relevanceduring the summer 1948 (Hammond 2006, 155fter the releasef his essay in 1953, Friedman
would never publicly return to methodology or answer criticisms.



supplement economics with an ethical reflection (see Emétt0 7 on Kni ght 6 s
legacy). Friedman was indeed faithful in the power of ideas to change society, and exhibited a
natural inclination for prozelytism and political activism (Nelson 2001, 14Be believed

that scientific inquiry was the best meanssolve disagreements among citizens, one that
would preserve individual freedom, the key principle of a liberal sockety.i e d man 6 s
encounter with the statistician Jimmy Savage and his subjective probability theory in 1943 at
the SRG fleshed these betiefvith a philosophical structure. As he later wrote to Friedrich
Hayek,

[ Your] repeated referenceé to a fAtrue, though wuntes

contradiction between such a statement and the praxeological principledtsrefie our belief in a free society

in which voluntary cooperation is to be the foundation. We recognize that such a voluntary society rests on the

establishment of a framework for settling differences
I myself have been lethcreasingly to regard scientific method as a set of conventions for resolving

disagreements by work in a different though related field, namely that of probability. In particular | have been

much influenced by the work of an Italian, Bruno de Finetti,digectly but indirectly through his influence on

James Savage... They claimed that probability judgements are judgments held by individuals separately, that

there is nothing objective about any of these, and that the only way to define objective jyababiterms of

agreement among different personsdé subjective probabi

for his book onThe Foundations of Statistickle argues that the true function of statistics is not to discover

knowledge buto resolve disagreement among people on subjecti¥e p.

Economic science was thus inherently policy oriented, Friedman concluded in the late
thirties. But since the economist was also a citizen personally involved in the social issues he
studied, this plicy orientation entailed a possible confusion between scientific analysis and
normative judgment. This threat surfaced in 1938, when the board of directors of the NBER,
|l ed by Reynold Noyes, opposed the publicati
income of independent professional practic@he main bone of contention was Friedman
and Kuznetsodos explanation of the particularl

with dentists by the restrictions of entry in the medical profession. Nogpeced that this

"See al so Ni sk aGagtali$msandcFoeatordione is strick by the sense of optimism about the
ultimate power of ideaa faith that closely reased arguments, an accumulation of evidence, and a leavening of

wit will persuade most people and thatu r government al processes wil/l be
(guoted in Nelson 2001) . traireide dumatnhd sS toipdidt soier@ssrooydeasns i bme ¢
influence society: Afrom Smith to Keynes to Friedman,

Nelson 2001, 155).

18 Friedman to Hayek, 11/09/75, Box 20 folder 19, Hayek papers, Hoover Institution.

To warrant their ofectivity, NBER publications were allowed only if as peci al readingo co
directors granted their agreement (Rutherford (2005)).



statement was dictated by the authorsdéd polit
propose soci al r ef or Byway of defence, Rriedmanr aadnkKiuametse d  t |
argued that the econo misgetindestigaped dicsnotrcleallenge lisn c er r

ability to separate positive from prescriptive analysis:

Our study i séa f ac hasa distinctrbeaeng oniqgeations ofpolicy.Brbat is as {t should

be. Facts derive significance from the prohéethey help to solve... The present writers, for example, testify to

a strong interest in the efficient allocation of resources and in the role that incomes play in such an allocation.

We believe that our investigation has gained in significance fronfiattisOur interest in social problems (and

who doesnodt have such interests?) has stimul ated u:

objective and tolerably thorough study of the facts of professional infbme.

APosi ti ve ecoipl®indeperslent ofany particplar etmecal position or
nor mative judgment o, Fr 7 dhkmavas indee® & 3centific 4 ) c
safeguard against the conflation of science and values, the confrontation with facts.
Fri edmano6s e x ptieianjhs endarsenaent ofahe BIBER empirical method, and
the example of the meticulous efforts of Henry Schultz to test demand theory all explained
Friedmanods i nsi st en®Burimgnhe £940g, ihe riefmedhis empiticald a t i «
requirements. fle success of a hypothesis was not to be judged by its realisticness, he argued,
but by the usefulness and relevance of its results, evaluated by conformity of its predictions
with factual evidence and the discovery or prediction of new facts (Friedmén 1983a, 9,
14-15).

Friedmanos met hodol ogi cal principles ma t

alternative theoretical frameworks. During the NBER affair, he was compelled to defend his

20 Memorandum by Noyesindated;Crum to Carlson27/08/42 Memorandum to the Directors, by F&K,

undated 1943944, 25-26, Box 37 folder 24, MFASee Also Friedman (1953, 4) especially the comparisons

with natural sciences.

%L On the contrary, his wife Rose has always been convinced that it was péissildle pr edi ct an econo.
positive view from my knowledge of his |itical orientation, and | have never been able to persuade myself that

the political orientation was the conskydghelaterce of t he
seventies, she seems to have win over her husband.

% Friedman was Henry Schiulz 6 s r e s e 193334 Hlis reathedplagital views stem from a peculiar
combination of Chicago marshallian price theory and NBER empirical method. The same combination is found

in Stigler, who also exhibited this dual institutional membershiphizago and the NBER and their close friend

Allen Wallis, recruited at th&Jniversity of Chicago Graduate School of Busings4946, and appointed its

Dean in 1956. This explains Friedmanés c¢claim for
economic science, 06Chicago6 stands for an approach tF
analyzing a startlingly wide range of concrete problems, rather than an abstract mathematical structure of great
beauty but little power; forraapproach that insists on the empirical testing of theoretical generalizations and that
rejects alike facts without theory and theory without



and Kuznet sobs -demend foamewarkhte aceounp fimicome differences
between professions. Noyes interpreted this choice aspaiori theoretical bias in favour of

the perfect competition hypothesis and, because of differences in abilities and equipments, he
contended that the monopolistic competiticaniiework was more appropriate for the study of
medical professions. Friedman and Kuznets acknowledged that medicine and dentistry were
characterized by product differentiation, @marked that when it came to analyse the

di fferences b e tsovfareas thepspeaific poidemasncencernédferences

among the products of different physicians are less important than the similaiteswhy

distinguish physicians from dentists?...For these problems we must use tools that emphasize
the similarties rather than the differences among products, i.e., until better tools are
devel oped, the Marshallian supply and deman.
theory of monopolistic competition was thus far fromeanpostneoliberal justificationof

free markets. Coined with the anything but conservative Kuzitesseem from a pragmatic

view of economic theoriesthey depended on the problem under study, and the conditions

under which they held had to be systematically specifiddoticeably howeer, when

Friedman took up the argument in a 1941 revieRaofber t Tr i f fi ndés Har var
on monopolistic competition, he conceded no

competition framework woul d Heedfiambo4le39@.s ef u l

It was at about the same time that Friedman was confronted with the Keynesian
income expenditure theofy. At the Treasury his work consisted of estimating the
consequences of a tax rise on aggregate consumption and inflatioougkithe performed
his estimation in the framework of the Keynesian incaxgenditure theory, Walter Salant,
an economist from th®ffice of Price Administrationreproached him for not taking into
account the effects of the Keynesian multiplier in hisrestes. In his reply, Friedman 1942
argued that Keynesian theory was a very poor substitute for the numerous channels through
which consumption behaviour impacted prices and pointed out its lack of empirical content

He gradually extended his charge of engal emptiness and practical uselessness to

ZfAvMemorandum in 1%l p.¥8, Boxo37 Mldey 24 sMFA This vision ¢ economic theories
Friedmanattributed to MarshalHis catchphrasthats ci ence is fian engine f@&or the d
borrowed from thérinciples(Friedman 1949, 46%riedman 1953, 35).

“Although Stigleroés bemaema ®HFi cChgaondbse rll @ and iwiigt hophpi s L S
Competition i n Retrospecto (1949) , he appears t o h
competition than Friedman. A graduate studenonics,bel i eve
and he substantially discussed the matter in his mid forties works (Leeson 2@&3X), 62

% He had already been introduced to Keynesian monetary theory by James Angell at Chicago, but he found
neither originality nor heresy in that approach (sexn8l 2004).



Walrassian equilibrium theory, incidentally targeting leading advocates of progressive
reforms and state intervention such as Oskar Lange and Abba Lerner (Friedman 1946, 1947).

He eventually he collectedthevaous t heori es he was <critical
economicso, which he contrasted with his @ ms
tradition and Marshallian price theory. Upon discussion with Stigler on imperfect competition

in 1947, hestarted putting his various objections together (Hammond and Hammond 2006)
and found the common denominator of his tar:q

tautol ogi cal anal y¥iso (Friedman 1953a, 11).

Although his methodology aroused frometgradual confrontation with a wide range

of theories, his various criticisms met in the defence of marshallian price theory and the
perfect competition framework that would become the trademark of Chicago

mi croeconomi cs. Fr i e d ngawe$ isdeech elvsdlyointartivied with a | t |
the development of a positive vision of individual behaviour and of how societies and
economic systems wor k. Grounded in Viner and
quickly overflowed the scientific spherecan t hor oughly i nf ormed Fri e
world. Individual rationality, market efficiency, economic stability and perfect competition

appeared to him as facts rather than working hypotheses or ideals.

2. 2. Mar ket efficiendgrandsthacfisompe:!
Al was i mpressed with his ability to get so
t he worl do, Leonard Rapping, former student
220). The core economic concepts underlying his wondvieve r e i ni ti ally tak

modern and rigorous presentation of marshallian econoittiese he articulated in the wider
philosophical framework provided by Knight (see Knight 1933). From the latter, he retained
the idea that laisseaire and thepreservation of freedom were to be favoured because
alternative organizations worked worse. In particular, economic planning was doomed to
failure since it presupposed unattainable perfect information. Friedman however rejected his

t eacher 6s heaapitalisinsgsterh Was not the panacea, that the role of economic

% A 1952 letter to Richard Ruggles, a PhD student in methodology show how he put all his opponents in the
same basketit he i ncreased prestige of specul ative analysi
triumph of Keynesian analyss , a particul ar specul ative analysi so,
success the growth of walrassian economics, monopolistic competition, institutionalism, amérgialist

studies Friedman to Ruggles 28/06/51, Box 32 Folder 16, MFA).

1C



motive in human affairs should not be overstated, and that the maximization hypothesis was
unrealistic since preferences actually were emotional and unstable. Influenced by his early
experence of autonomy and rationality, Friedman considered the maximization hypothesis as

a good approximation of reality, one he applied to every situation, cultural and institutional
difference notwithstandin.For i nstance, i n a pPdpMeansaadn A For
Objectives01958 relying on the i mpressions
arguedthat economic development must rest primarily upon the aspirations and actions of
millions of individuals risking their own capital and seekihgir own fortunes. His colleague

Neil Jacoby, who was in favour of a more active role of the government, made it clear that
their disagreement was rooted in their dive
same faith that you do that there areinderdeveloped countries at the present time millions

of "able, active and vigorous people" who are motivated to engage in enterprise and who have

the skills and®capacities to do so. o

Anot her bel i ef characteri st imefomds Fri e
tended to restore competition on the markets. Thus, monopolies could be considered minor
and transitory exceptions and the impact of unions on wage was clearly overstated (Friedman
1951a, 16¥°I n his remini scences af rFrmeaexbrea reds ttheaa
Chicago people would argue that the world is, in fact, competitive. They tend to believe their
own pragmatic mytheél [too] believed that it
believed that it waappindia Klameril988,i221)e Aggin, this keliefr at e 0
conditioned his view of the US economy. Fro
comparison, America is perfectly competititg ou don 6t need to measu
monopol y: * Bincé sommter was & matter of facts, Friedman thought that
economists could demonstrate through objective and impartial empirical investigations that

prices are flexible, that employment is within reach, that is, that the American economy

2 As put bySamuelg1976,7) fAal | are describing the wowethdtthaeirs t hey

i deal isépracticable. o

8 Jacoby to Friedman, 03/09/5Bpx 28 folder 27 MFA.

% This claim is difficult to reconcile with his recurring attack on Uni ons, as pointed o
coll eague Martin Bronfenbrenner: Al f, as you maintair
share of labor nor the relative share of union versusumion labor, and if it is not a force fanfiation, then in

God's name what harm does it do?06 (Bronfenbrenner to

*Friedman to Stigler, 15/01/50 [51Lited in Hammond 2006 Friedman attributed the preservation of
competition withinultthuer eUS fitlo bPemheireivceaén.dtshact t he freedo
fundamental element of the American belief in free enterprise. This fact is demonstrated very clearly by the
American legal framework. Under the Sherman-amut law and later enactmie agreements in restraint of

trade argpersei | | egal an d(FreaEptergriser. Anddmdricae \biew 19580x 41 Folder 2 MFA).
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displays the basic prereiss of a | i ber al economy. This was
Mar ket Studyo, made wup of members of the La
which Friedman, Knight, Henry Simons, and Aaron Director as its chairman. Established in

1946 on a granfrom the conservative Volker Charity Fund, it intended to counter with
scientific arguments the growing socialist critigue of capitalism stemming from
unprecedented waves of mergers, the enormous profits of the Standart Oil, the power of the
railroads and he St eal i ndustry (on the history of
2005).%! Friedman did not contribute much to the study, but he participated to the meetings

and directed students associated with the project, among which Warren Nutter on aakempir

evaluation of the importance of monopolies within the US.

If the American economy was competitive, Friedman thought, then coordination
through market prices ran efficiently, and supply and demand categories were the most
relevant conceptual framewoto explain a wide range of phenomena. This framework was
not merely methodol ogi cal but genuinely onto
of issues he tackled with it far exceeded the usual boundaries of economic ¥ienice.
instance, Friednma and Stigler early talked on considering children as commodities, and
accordingly calculated Athe cost of purchasi
to explain the birth rate differential between countries and éfti€he pervasiveness dfe
supplyd e ma n d framewor k i n Friedmanos thinking
testimonies |l eft by Friedmands student s, S uc
and Rapping al/l pointed to Fri edmeoryoosirset r e mer
he taught between 1946 and 1963 (see Klamer 1983 and Hammond 1993). When asked what
made Friedman a great teacher, Becker reminc

applicationsé[ whi ch] hel ped stumsasa®ol@®bsorb

31 See Hammon@1993,ixi). Relying of the nature of the funding an
set upa conservative American community of estfists, Mirowski and Van Horn 20Q&ssert that the motives

behind the free market study are essentially ideological. However, that the kind of werkalken supported

liberal thess does not preclude a sincerdidfehat the American economic was indeed competitive and that this

could be demonstrated scientifically

32Thistendencymaybeattributedttoh e influence of Director: AAaron Dir
application of relatively low poweredconomic theory that later became the hallmark of Chidagoand

economi cs 01993H@ mmo nd

®Friedman to Stigler, Wi nter or Spring 1952jde quoted
application of the suppidemand framework inspired latergigatiors of economic tools to other disciplines

such as sociology, psychology and, political sciences uc h as .Grednyan $frenghkseppdrted the

publication of his thesi¥he Economics of Discriminatioh957 against sceptics, and admired subsequent

work on crime and punishment, family, and time allocation. Becker related how he had lost interest in economics

at Princeton and considered switching to sociology, u
1993).
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understanding the real wor |l d, not as a game
This feature put Friedman and the Chicago
Chicagoans is their tendency to see and to apply economits aar ound t hemo (M
68).

Anot her core notion in Friedmands worl dvi
to describe the usual state of markets and was seen a consequence of rational economic
behaviour (consumption, money demand, etc.) (Red@2,1Bt12). Friedman (1942, 1953a)
nonetheless thought that this static account of economic systems should be supplemented by a
theory of monetary dynamics, and felt deeply dissatisfied with the Keynesian interpretation he
had encountered at tigeasury His dynamic counterpart to the notion of equilibrium was
that of long term stability, long term full employment and reahetary dichotomy. From his
joint work with Kuznets, Friedman had learned to distinguish permanentpsemanent and
transitory caual factors in the determination of income, a formalization he subsequently used
in almost all his macroeconomic works. But it was more than a mere mathematical modeling
device for hi m, it genuinely reflected hi
fundamental hypothesis of science is that appearances are deceptive and that there is a way of
looking at or interpreting or organizing the evidence that will reveal superficially
disconnected and diverse phenomena to be manifestations of a more fundameéntal an

relatively simple structureo (Friedman 1953a

By the mid 1950s, Friedmano6s ideywdsemtsd S on
his idiosyncratic view of Marshallian demand theory in a 1949 pael his application of
economic analysis to a widange of phenomena had become unusual in a profession that had
been swept along by the general equilibrium revolutfdn.1948 and 1953b, he extended of
the rational decision paradigm to situations with risk with help of Savage, but on the whole
his subgantive contributions to Chicago style microeconomics remained scarce. It is however
from the worldview he transmitted in these few papers and his methodological essay and
especially though his teaching that the Chicago research programme developedlL@@iler
Reder 1982, 10 and 2 3 , and Stigler 1963, 1988) : At he

on applications of theory to the real world set the tone for the department. It was considered

% That Kennét Gal brait h, Friedmanés major opponent , used
Theory of Price Contro(1952), show how intellectual influences are conditioned by the worldview is which
they are assimilated.
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necessary to have a strong working command of basic price thespgcially saalled
partial equilibrium supply and demand anal ys
grown out of Friedmandos vision in turned st
(these contributions are detailed in Reder 1982). mriech 6 s wor | dvi ew was al
by the unity of the intellectual environment he, Stigler, Allen Wallis and Director had
succeeded in building. Friedman and Wallis had been brought back in 1946; Director
became head of the law department, and Walfisthe Business School; the Cowles
Commission and its walrassian and socialist members departed for Yale in 1953; eventually,
Wallis succeeded in bringing back Stigler from Columbia in 1956. The spreading of the
Chicago paradigm was further enhanced by #stablishment of a demanding PhD
programme which fAincal cul ated distinctive he
See also Emmett 1997). The community was also backed by a constant financial support, at

the beginning from the Rockefeller fournida, and especially from several conservative think

thanks and foundatiori§ Friedman was to spend the remaining of his academic career in this

protective environment, and therefore never saw many reasons to question his worldview.

Had Fr i woddviewnd@mended only on his beliefs in the rationality of human
behaviour, the competitive nature and the stability of the economic system, it would not have
been so idiosyncratic, however. There was a
worldview, one that distinguished him not only from economists outside Chicago, but also
from his teachers. His belief was that collective action, in particular state intervention, was

inefficient and unfair.

2. 3. Aliberalism grounded in a distrust ofoyernment and lobbies.

% The situation was far from securettle end of the war. A stream of progressive and walrassian economists

had arrived in Chicago due to Jacob Marschakds energe
was hardly better within the economic department. In 1946, an offer ¢& rhade to Samuelson instead of

Stigler, as Friedman had hoped (see Hammond 2006,46)

36 The Free Market Study Program was futhdy the Volker fund (Van Horn 2095, Friedmandés wor Kk
Money and Banking was started on a three year Rockefeller grantonkervative Earhart fondation set on a

fellowship program for economic PhD students (for which Friedman recomméamtiiman recommended

Becker and Roger Weiss in 1953, Marc Nerlove and Lawrence Fisher in 1955, Richard Robb and Robert Snyder

in 1956 (MFABox 26 folder 1) We however think that this ideologically loaded funding mirrored rather than
influenced the type of research conducted at Chicago. Duringabg&of Ceilingepisode, Friedman had shown

that he would never be willing to sacrifice hiselhectual independence to string together with his fund
providers6 political opinions. He wused the I iberal 0
research as it pleased him.
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The conservative political leanings of Jones and Burns early oriented Friedman toward

cl assical l' i beral i sm, a tendency then reinf
i nspiration h o w é&vRoasitive iweogramiBdomiloaissezbare (1936) (

Friedman 1950; 1951; 1955 from archiv&sEimons chose individual freedom as the queen

value and argued that its preservation entailed that a large sector of economic life be
organized competitively. Yet, he feared as much aatnggons of economic power in unions

and larges corporations as in the hands of government, and he defended income taxation as a

mean to reduce distribution inequality. Frie
orientationo,d amids | md glrecatt tafi b8t monds qualif
book in the fAstrongly prosocialisto intellec
178179).

These intellectual influences alone cannot explain the strength and orientation of
Friednan6s pol i ti cal bel i efs. Why wasnot Fri e
teachers, such as Douglas? How could he have been in repeated contact with progressive
Keynesian and institutionalist beliefs at Columbia and Wisconsin, worked with the almost
communist Kuznets, be immersed in the Keynesian atmosphere of Washington public
administration during the war, without at least being attracted by these ideofSglasfact,

Friedman was immunized from the progressive influence of his working envirofuy

continuous contact with a small group of friends with similar political beliefs, whom he had

met at Chicago. The group included Wallis, a fellow undergraduate, who, like Friedman,
worked for National Resource Committee, for the NBER and for thergoent during the

war. Director, who had been trained with Hayek also spend his war effort in governmental
organi zations. Hi s sister Ros e, also a stau
She is often credited with being the driving force bdhinFr i edmanés | i ber al
68). She later undertook the editorial work @apitalism and Freedorh962, coauthored the
bestsellerFree to Choosd 981 and insisted that her husband accept to write chronicles for
NeewsweelFriedman 1998, 356). Evnt ual | vy, Friedmandés offi cema

be Stigler, also a classical liberal.

%Hay eThé Road to Serfdof1944) made a lasting impréss on him (Friedmaro Breit, 22/06/67 MFA,
Box 21 folder 26, but by the time he read it his political views were settled.

3 1t should be reminded that there was a significant political diversity within Chicagte interwar (Reder
1982) Other Chicag students, for instandéennethBoulding andPaulSamuelson, did not embraced liberalism.
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The strength of Friedmanos l i beralism i
experiences of collective action, lobbies and bureaucracy he went through innrasver
period. Friedman interpreted the NBER controversy over his work with Kuznets as a pretext
to defend the interests of medical lobbigén 1941, he was caught in the University of
Wi sconsindés internal depar t meand bechusehe twas. B e
Jewish, he was attacked by officials willing to merge the economic department with the
business school (Lampman 1993, 41tA). The position he subsequently held at the
Treasurythen offered a privileged standpoint from which to obsehee policy making
process. As his wife Rose put it, «[he] concluded that a brief stint in Washington was vital
for a putative economist, but that a long stay was exceedingly harmful. The frenetic
atmosphere of a political capital, with its concentrationdaf+to-day issues, destroys
perspective, makes it difficult to disentangle abiding principles from distorting froth, and
renders a true scientific attitude almost untenable» (Friedman R. 1976a7HE8®@)again,
he experienced what he saw as the comtatiun of scientific analysis with private
interests. TheTreasury was engaged in a controversy with tl@ffice of Price
Administration led by Leon Henderson and John Galbraith, on the amount of additional
taxes necessary to curb inflation. The OPA ilitipresented lower estimations than the
Treasury, only to come up with much higher revised estimated after being given the legal
authority to fix wages and prices. Friedman saw this change of mind as a deliberate strategy
by the OPA to securethe legatab or i t y over the determinati ol
of their own power? Or necessary tactics to achieve what they firmly believed was a public
good? Whatever the answer, the manipulation of the estimates seemed to me then, and still
does, dishonesyur e and si mpl ed, he concluded (Fri e
caught into controversy in 1946, when he publisRedfs or Ceilingsa pamphlet against
rent controls cawritten with Sigler and subsidized by the very conservdtmendation for
Economic Education (FEEY. The book of course was criticized as ideologicidigen with
progressive economists (see Bangs 1947,482, and Samuelson cited Silk 1976, 84) but more
surprisingly, it was also shouted down by conservatives, on grounds it wasticisie

propaganda” and "the most pernicious thing ever issued by an avowedly conservative

% In his autobiographyFriedman slylynoted in passing that Reynold Noye®vas in the pharmaceutical
busi nessml998,F4)i e d ma

“0 Friedman considered the booka a pi ece of scientific work: i have |
regarded as scientific findings by economists who seemed driven more by their values than their objective
judgment so, he | ater wrote. fiRods @r Ceilingswas krsearly and @ielor ge S

exempledo (Friedman 1998, 219).
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organizationo (Rand 1"Pgessurediby teedealiestateSobhy,thee n 1
FEE directors, Leonard Read and O. Watts asked the authors to deleteesvenees,

which they categorically refused: Al am na

honesty in order to have it published”, Friedman repfied.

These various experiences would explain
as the preseation of minorities from all kinds of coercion and his insistence on academic
freedom. A more i mmediate consequence was F
and the beginnings of his political activism. In 1947 he participated in the foundatibe of
Mont Pelerin Society (MPS), an international grouping of American and European liberal
intellectual, businessmen, journalists, at the initiative of Friedrich H&y&espite his

adhesion to the famous | ibertar evarnremaineg ani z a
idiosyncratic. Nel son, for instance, descri.l
valueso (Nelson 2001, 140) . Friedman was i n

attacks against individual freedom and competition, evéenwit ran counter business
interests.This intellectual independence is acknowledged by Samuelson iNdunisweek
column on Friedmandés Nobel in 1976: At he adj
to a thinker who would refuse the steel indudgtsyimport quotas, strip Texas of its oll
subsidies and deprive the railroads and the
(cited in Friedman R. 1977, 27).

Fri edma nndesn taiboonveed experiences al sas infor
it i sSO: the government was an inefficient
society favoured, he thought, because it was bureaucratic and driven by a coalition of vested
interests. Therefore, either the goals attained did not reflect thoserchibrough a
democratic process, or resources were wasted in the process (ref??). This outlook is seen in
the theory of lags in state intervention and his advocacy of policy rules rather than discretion
Friedman developed in scholarly journals at the @frttiis troubled period (Friedman 1947;

1948) In the years to come, this fundamental distrust of state intervention found a scientific

legitimacy in the work of Stigler in economics, of Director and Posner in the Law and

“Friedman and Stiglerés incriminated statement was t
efficient means to attain fieven morehegsalhnigt pbuthdmrt |
(Friedman and Stigler 1946, 6).

“’Friedman to Read, undated 1946, Box 38 Folder 6, MFA

“3 For a history of the Mont Pelerin Society, $tstwell 1995. His closest friends, Director, Wallis, and Stigler,

also joined the smety.
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Economics field, of the Public Cle® school. They opposed the idea that government

of ficials acted #Ain the public interesto an
their private interests as for private economic agents. His belief that state intervention was
inevitably harmful gew so strong that if gradually came to shape his outlook of every alien

economic system, including Japan, Germany, and the Third #orld.

By 1946, Friedmands worl dview was thus def
economic system and sogievere inherently stable and on the antinomy between individual
rationality and the inefficiency and unfairness of government intervention. These beliefs
conditioned his hypotheses, but also the kind of models he build, his testing procedures, and

his outbok on statistical and historical evidence.

3 How Friedmanods beliefs influenc

In 1948, Burns, then director of research of the NBER, asked Friedman to head a study of
monetary factors in business cycles. The outcome of the ensuing fifl@esnspent gathering

and testing data, interpreting historical evidence, and resurrecting the quantity theory within

the Chicago Workshop on Money and Banking was the-8982 pu bl i cati on of
Busi ness A HMonetdrye History of the United Statén collaboration with Anna
SchwartTheameél|l@d@tive stability of pomteawitary vel
David Meiselmarf® A few years before he had articulated the knowledge of budget studies

and consumption data accumulated since lokwvat theNational Resource Committée his

Theory of the Consumption Functi¢h957). With regard to these works, Friedman had

al ways <cl ai med that Afthe sequence of probl e

4 For instance, after a year spent visiting development countries in6@®@&2 related in his report to the
Carnegie Foundati on, fund purveyor of the trip: i Wh a
widely held beliefs and the enmial evidence. It is widely believed that economic progress in underdeveloped
countries requires active governmental intervention in the form of central economic planning in order to assure

the effective use of limited resources. Yet, if an observer wigavknothing about the ideological disputes on

recent decades, or about current governmental policies, were asked to rank the various countries we visited
according to the standards of living of ordinary people and the signs of material progress invitigeir li
conditions, there is little doubt that he would put the countries that have relied most heavily on central planning

at the bottom and those that have relied on it | east
MFA).

“Theimportane of t hese works for the development of monet a
think that people started to take Friedman seriously as soon as his stuff with Meiselman on the explanatory
power of money came out. | also recall attendirapaference on the Friedm&cthwartz volume when it was

just coming outo (in Klamer 1983, 105).
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structure of the work and not really hlyhes e ki nds of & still etmen a | i
invariably antikeynesian and aninterventionist character of his conclusions suggests

ot her wi se. The <choice of hypot heses seems
behaviours and sef#ftabilizing nechanisms in the economy. Likewise, his distrust of
government intervention have informed the type of econometric models he built and his

interpretation of the historical evidence that was so central to his empirical practice.

3.1. The quest for stableehaviours and selétabilizing mechanisms

N

Il n 1967, Friedman gave the following account

was a sheer accident that led me to undertake as my first major project the study of incomes
from independent professiahpractices. | was simply offered a job to work on that. It was
there that the ideas about the importance of a regression toward the mean about the notions of
permanent and transitory elements of income developed which were later to come to a more
important frui tion. o6 I ndeed, the PIH apptadar ed
the marginal propensity to consume remained stable across time despite the steady increase in
aggregate income, in contradiction with the Keynesian thgand the attenip to explain

current consumption by variables other than current income and to account for biased budget
studies estimations of the marginal propensity to consume carried between 1947 and 1953 by
Dorothy Brady and Rose Friedman, Ruth Mack, Margaret Redl ather economists in
contact with Friedman (see Hynes 1998 for an early history of the PIH). The idea behind the
PIH was this in the air, as exemplified by the Life Cycle Hypothesis (LCH) presented by
Franco Modigliani and Richard Brumberg in 1954. Thewpe r of Fr i edmands ¢
in his statistical inventiveness: he used his permatnansitory income framework and
devised identification hypothesis that enabled him to reconcile these opposing empirical
conclusions within a single explanatory neod . Unl i ke Modigliani 0s
implied that the multiplier associated with government spending is very low unless the
additional income it brings is seen as permanent by households, which renders stabilization
policy inefficient. This antinterventionist conclusion suggests that Friedman was not only

influenced by the technical developments in the field.

8 Eriedman to Breit22/06/67 Box 21 folder 26, MFA.
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From the introduction of t he book, it a
devising a new consumpti omttalgem@arny owad hteci def
that there could be long run underemployment. He hoped for a theory in line with his beliefs

in long term equilibrium and stability:

The doubts about the adequacy of the Keynesian consumption function raised by the leenjiidcae

were reinforced by the theoretical controversy abou!
in a monetary economy to assure the existence of @myloyment equilibrium position. A number of

writers, particularly Haberler and d@iu, demonstrated that this analytical proposition is invalid if

consumption expenditures (C) is taken, not only to be a function of Y, but also of W, or, to put it

differently, if the average propensity to consume is taken to depend in a particular W&y ofhis

dependence is required for thealled Pigou effect (Friedman 1957, 5).

Friedman thus resorted to a relation between consumption and wealth and, unlike Modigliani
and Brumberg, assumed that the life of the representative individual hafinée oluration.

In each year of his life, the individual expected to receive a constant irtbensscalled
permanent incomeexcept for a transitory component. Likewise, he was said to consume his

resources at a stable rate that was not systematio@dl with his permanent income. For

Modi gl i ani (2001, 70) t his Adi fference i n t
Per manent |l ncome Hypothesis (PIl) of Fri edma
macroeconomics i mplicationso.

Fri edman 6ddf hisanconetaty wbrk similarly put emphasis on the internal
dynamic of the field: Alt iI's very hard for
which led to my undertaking studies in the field of money. Once having started studying in
the fieldofmoney, the i nternal |l ogic of that devel
Breit). His monetarisnderived from the re&xamination of the historical evidence for the
19291 933 period, Friedman <c¢l| ai med, anditfrom t
natural for him to turn to the quantity theory as a theoretical framework (Friedman 1956, 3).

With regards to methodological orientations, his emphasis on dynamics, understood as lags in
adjustments (Friedman 1951b,114), the importance he attribmtddtation, his work with
time rates of changes rather than variable levels (Boland and Frazer 1983, 134), his first

" The existence of a Chicago oral tradition has been one of the most debated claims by Friedman. $8&inkin 1

| aunched the controversy by c¢claiming that no such tr
the tradition of Keynes. The huge I|iterature on the n
among othersandontheewdl i on of Friedman and Patinkinds position
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difference detrending technique, his breaking up of times series in permanent and transitory
components, all resulted from the influenceHutelling, Mitchell and Kuznets. Yet, the
theoretical conclusions he had reached by 1983 stability of the velocity, the
responsibility of the Fed in the worsening of the 1929 crisis, the variations in the stock of
money as a major cause of businegsccl es and the existence of
prohibiting the use of discretionary policiegain sounded arltieynesian and perfectly fit in

his neoliberal values. The coincidence was striking enough so that Hirsch and De Marchi
(1990, 205) concluded

In retrospect it looks as if he had seen by the late forties that he could not make an impression on the
dominant Keynesian thinking merely by expressing methodological reservations about the system and its
concepts. Something had to be offered in it&c@, an alternative that bypassed what he had long
recognized as the key Keynesian element, the multiplier, and which performed better on the prediction
front than it did. He chose the quantity theory as his candidate and probably began the NBER study wit
the aim of collecting data appropriate to testing the adequacy of a simple quantity theory hypothesis, to

the effects that changes in money produce changes in activity.

Wit hout assuming a deliberate strategy, F
theory may be explained again by his quest for stable behaviour anstasdizing
mechani sms. According to Modigliani (1977, .
private enterprise economy using an intangible monegdsto be stabilized,can be
stabilized, and thereforshouldbe st abi li zed. 0 The economic s
because investment and the demand for money are determined by the erratic move of interest
rates, with the possibility of a liquidity trap appearing when inteass are low. In such a
situation, there is no possibility to restore long term equilibrium other than expensive fiscal
policy. Friedman came to the study with anpriori opposition to this vision. This
preconception was combined with his view of moneyaa asset rather than merely as a
means of payment, in line with his fisherian microeconomic framework. Friedman was
especially concerned with the potentially de¢
decisions during currency panics, where thdoaity of money could become infinite.

Because he viewed the velocity as a reflect of individual decisions rather than technical
factor s, he insisted in his 1948 #fPrelimina
consideration be given to the meesof cyclical variations in the rate of use of the circulating
medium (Hammond 1996, 59). A year later, he noted that the preliminary data gathered

seemed to feature a regular procyclical velo
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aboutthebeavi our of the circulating meanso ( Hami
an alternative to the income expenditure moc
essence that the velocity of circulation of money is the empirical variable thatelsehaa
stable and consistent fashiono (Friedman 19!
the behaviour of prices, income and money series during wartime periods and established that
prices and income were related to money in a stable machedk) The theoretical
explanation for these empirical findings came in 1956 with the reformulation of the quantity
theory as a demand for money, one depending on permanent income in a stable fashion and
allowing for a seHstabilizing mechanism through paiib allocation. Interest rates were

present in the initial equation as the prices of alternative assets but Friedman quickly rule their
explanatory power out in a 1959 empirical study. He thus ended up with a theoretical
framework where government stabdtion policy was unnecessary (Modigliani 1977, 27).

This framework in turn influenced Friedman
evidence. In théMonetary History they explained the downward trend of velocity prior to

World War two by the riseof income and the fact that money was a luxury good, and
attributed the trend reversal after the war to enhanced expectations of economic stability. In

the eye of Keynesian opponents, thishocexplanation based on unobservable variables was
unacceptald. In his review of the book, James Tobin 1965 faulted the authors for neglecting

the effects of interest rates, despite the fact that they provided a single explanation for both

trends.

The charges against Friedman did not primarily focus on his hygesthbBowever, but
on his empirical practice. At first, they
empiricismo (Culbertson 1960, Ando and Modi ¢
when monetarism gradually came to be seen as a valuable aletodteynesian economics
and ultimately threatened to be implemented, the tone hardened. Friedman was accused of
Achicaneryo and dAcharl at ani gnoreorleskexplicityarn 1971
distorting his results (Desai 1981, Hendry ancc&on 1983). The violence of the attacks
reached a c¢climax when Frank Hahn (1984, 326 ;
the beautiful structure of general equilibrium theory to one or twd logn e a r equati on
compared Fr i e domanetldods toe Ancienb Ruoene roiacles. Friedman had
succeeded in engaging his Keynesian opponent
left the hegemony of the incorexpenditure theory seriously undermined (see Leeson (2000,
ch3). Yet, the choice of enometric weapons by both sides was not merely driven by alleged

22






