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—)» economic agents can be

Keynes’s Ideas

& The economy can remain
stuck in a crisis for a long
time

Solutions

& Increase government
spending

® Aggregate demand
(consumption +
investment) is the main
driver of growth

Q Reduce taxes to boost
consumption

Q Launch public
investment projects to

® firms do notinvest create jobs

when expectations are
pessimistic

He also emphasized that The market alone is not enough

—» government intervention is

irrational and driven by hecessary

uncertainty
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The economy is generally
stable in the long run

Economic instability is
often caused by poor
government policies

Inflation is always
linked to excessive
growth in the money

supply

Friedman’s Ideas

Solutions

Q Strict control of the
money supply

& Reduce government
spending

Q Limit state intervention
in the economy

The market is efficient
—>» too much intervention creates
distortions




1. Insufficient response
during economic crises

* Keynes would argue that
Friedman’s policies rely too
much on the idea that markets
self-correct

* In reality, during deep
recessions, demand collapses
and businesses stop investing

e This can lead to a vicious cycle:
low demand — low production
— unemployment — even lower
demand

2. Excessive focus on
inflation over
unemployment

e Friedman prioritizes controlling

inflation through monetary
policy

e However, Keynes believes that in

the short run, unemployment is
the more urgent problem

e High unemployment has strong

socidl and economic costs:
l.lower income
2.increased inequality
3.social instability

Keynes’s Criticisms
of Friedman

3. Overconfidencein
rational markets

e Friedman assumes that
individuals act rationally and
Mmarkets are efficient

e Keynes challenges this with the
idea of “animal spirits™
emotions
uncertainty
sudden loss of confidence

e During crises, investors and
consumers may panic, reducing
spending even further



Are the Criticisms

Keynes’s criticisms are highly relevant in
times of economic crisis

During major crises such as the 2008 financial crisis and the COVID-19
pandemic, aggregate demand collapsed and unemployment increased
significantly.

In these situations, private investment declined sharply due to uncertainty
and lack of confidence.

Relying only on market self-correction, as Friedman suggests, would likely
have prolonged the recession.

Government intervention helped stabilize the economy and restore demand.

- This supports Keynes’s argument that markets can fail in the short run and
require active state intervention.

Justified ?

Keynes’s criticisms are highly relevant in
times of economic crisis

e The economic situation of the 1970s showed the limits of Keynesian policies.

e Expansionary fiscal policies contributed to high inflation without effectively
reducing unemployment.

e This led to stagflation, a situation that Keynesian theory struggled to explain
and manage.

* Monetarist policies inspired by Friedman, focused on controlling the money
supply, helped reduce inflation.

-~ This demonstrates that excessive government intervention can create long-
term instability and macroeconomic imbalances.

Keynes’s criticisms are therefore partially
justified

e They are valid in the short term, especially during crises.
e However, they overlook long-term risks such as inflation.
e In practice, both Keynesian and Friedman-inspired policies are

needed.



Bibliography

e Keynes et la crise. Hier et aujourd’hui. Paulo Nakatani, Rémy Herrera, May 29, 2013
https://www.google.com/url?
sa=t&source=web&rct=j&opi=89978449&url=https://shs.cairn.info/article/ AMX__053 _0153/pdf%3Flang%3Dfr&ved=2ahUKEwi-
NKKy6rWTAXWKVaQEHfCOGUMQFNOoECCAQAQ&uUsg=A0OVvVaw03znD8K8e6LW8MGRX2Cf-v

e Milton Friedman: The Advocate of Free-Market Capitalism and Monetarism. Ann Behan, August 26, 2025
https:/ /www.investopedia.com/terms/m/milton-friedman.asp

» The Two Main Macroeconomic Theories of Keynes and Friedman and Their Use in the Economic Policy of the World’s Major Countries and
Russia. AG Aganbenyan, September 21, 2022
https://pmc.ncbi.nim.nih.gov/articles/PMC9491656/

e Employment, Money, and Freedom: The Controversy between Keynes and Friedman in Theory and Policy. loannis Georgakas, April, 2025
https:/ /www.researchgate.net/publication/390877919_Employment_Money_and_Freedom_The_Controversy_between_Keynes_and_Friedman_in
_Theory_and_Policy

» Keynes contre Friedman : le match n'a fait que des gagnants, Le Monde, Martin Wolf, December 22, 2006
https://www.lemonde.fr/economie/article/2006/12/22/keynes-contre-friedman-le-match-n-a-fait-que-des-gagnants _846751_3234.html

» Dialogue imaginaire entre Keynes and Friedman, Citéco, June 8, 2020
https:/[youtu.be/9C8fHasgev4



	Are Keynes’s criticisms of Friedman’s economic policy justified?
	Killian PIERRE
	Solutions

	Keynes’s Ideas
	Solutions

	Friedman’s Ideas
	Keynes’s Criticisms of Friedman
	1. Insufficient response during economic crises
	3. Overconfidence in rational markets
	2. Excessive focus on inflation over unemployment

	Are the Criticisms Justified ?
	Keynes’s criticisms are highly relevant in times of economic crisis
	Keynes’s criticisms are highly relevant in times of economic crisis
	Keynes’s criticisms are therefore partially justified
	They are valid in the short term, especially during crises.
	However, they overlook long-term risks such as inflation.
	In practice, both Keynesian and Friedman-inspired policies are needed.


	Milton Friedman: The Advocate of Free-Market Capitalism and Monetarism. Ann Behan, August 26, 2025
	The Two Main Macroeconomic Theories of Keynes and Friedman and Their Use in the Economic Policy of the World’s Major Countries and Russia. AG Aganbenyan, September 21, 2022
	Keynes contre Friedman : le match n'a fait que des gagnants, Le Monde, Martin Wolf, December 22, 2006

