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This presentation begins with the premise that one major
reason we are mired in the present predicament is:
Economists have grown so sloppy in their appeals to
“Keynes”,
And have so systematically destroyed all their capacity to
think historically (which includes the actual history of
economic thought)
That one can literally not trust much of anything
contemporaries have said about the policy ideas which
supposedly motivate their proposed remedies, and
therefore, the public is bereft of all ability to judge the
legitimacy or otherwise of current attempts to counter the
worldwide contraction.
The claim “We are all Keynesians now” is literally
meaningless.
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Krugman is No Historian
• “This is really shameful, that we
should be wasting precious
months as an [economics]
profession retracing debates that
were settled 70 years ago” (in Coy,
2009)
• PK pre-Nobel has been ridiculing
anti-neoclassicals for years
• Maybe the real problem is that the
fabled “Keynesian Revolution”
never really happened in America

John Maynard
Keynes (18831946)
Best Biography in
History of Econ:
Robert Skidelsky,
JMK, 3 vols.
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Keynes’ road to The General Theory was that of a classical
liberal in the British tradition of paternalistic elites (see Fourcade,
Economists and Societies (2009))

But this long run is a misleading guide to current affairs. In the
long run we are all dead. Economist set themselves too easy, too
useless a task if in tempestuous seasons they can only tell us that
when the storm is long past the ocean is flat again.
Tract on Monetary Reform (1923)

I abandon laissez-faire – not enthusiastically . . . . but because,
whether we like it or not, the conditions of its success have
disappeared …
Our problem is to work out a social organization which shall be
as efficient as possible without offending our notions of a
satisfactory way of life.
The End of Laissez Faire (1926)

Historians have made little dent in the
public perceptions of Keynes
• Keynes is probably the most written about figure in history of
economics, yet, as Brad Bateman (2006) notes, most of prevalent
stylized history is wrong:
• Expansionary fiscal policy proposed by many before Keynes,
including at Chicago
• Keynes after 1936 kept insisting there were limits to state‟s ability
to manage the economy
• Keynes opposed the econometric models which were later used to
„justify‟ his approach, as well as explicitly rejected Walrasian
economics
• Hall (1989) showed most government policies pursued in
Depression of 1930s were not linked to Keynes‟ writings or ideas
• Today‟s topic: Most American neoclassical economists were
hostile to Keynes‟ ideas in the 1940s/50s, to varying degrees
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American Neoclassicism was plural in
postwar 1945~1980
• Mirowski /Hands thesis (1998,2006): 3 schools
were MIT, Cowles and Chicago
• Everyone knows Chicago hostile to Keynes
• Less known: Cowles was also hostile in 1940s;
MIT was ambivalent at best
• Even Klein‟s Keynesian Revolution (1947) less
about adulation than about critique from Left
• MIT „neoclassical synthesis‟ more wishful PR than
fact– Samuelson tried to deny existence of
separate Keynesian theory
• Bottom line: „Revolution‟ never actually
happened– concern was to render nascent neoc
safe from Keynesian corruption, not faithfully
reconstruct and transmit Keynes‟ message

With Friends like these…
• “I am not myself a Keynesian,
although some of my best friends
are” (1946, p.188) [NB- this before
Buckley‟s attack]
• “Keynes seems never to have had
any genuine interest in pure
economic theory” (1946, p.196)
• “I would guess that most MIT PhDs
since 1980 might deem themselves
not to be Keynesians” (in
Samuelson & Barnett, 2007, p.149)
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Sauce for Goose or Gander…?
“It is a badly written book, poorly organized; any layman
who, beguiled by the author’s previous reputation, bought
the book was cheated of his 5 shillings. It is not well suited
for classroom use. It is arrogant, bad-tempered, polemical,
and not overly-generous in its acknowledgements... In it the
Keynesian system stands out indistinctly, as if the author
were hardly aware of its existence or cognizant of its
properties; and certainly he is at his worst when
expounding on its relations to its predecessors. Flashes of
insight and intuition intersperse tedious algebra. An
awkward definition gives way to an unforgettable cadenza.
When it is finally mastered, we find its analysis to be
obvious and at the same time new.”

Not another diatribe on whether IS-LM
is ‘really’ Keynesian or not
• Amazingly peripheral to
concerns of Americans
described here at Cowles
• Hicks not interpreted as
foisting Walras on Keynes
(that came later)
• Solow 1991 argues Cowles
before Yale had no interest
in macroeconomics – a
stunning whitewash of
events worthy of Orwell’s
Ministry of Truth
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To Whom did Cowles pledge allegiance?
• Cowles wanted to produce science, which meant close
imitation of the methods of physicists, which was
interpreted in the early 1940s to imply taking their cue
from Jan Tinbergen
• Cowles in the 1940s was a nest of Tinbergen clones
• This had profound consequences for their attitudes
towards Keynes

Jacob Marschak
research director Cowles 1943-8
• Some evidence JM suspicious of Keynes as
early as 1936 Oxford Econometrics Soc
meeting
• Deeply offended by Keynes lashing of
Tinbergen in EJ 1939
• Harrod to Keynes: “We have a sort of minor
Tinbergen here in the form of Marschak”
• Marschak joined forces with Oskar Lange to
write a rebuttal (1940), which Keynes
refused to publish in EJ
• Tinbergen not partial to Walras, but JM
was– Walras was the only scientific
economic theory– Lange taps him to take
over Cowles in 1943 when he leaves
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Rockefeller hostile to JM at Cowles
• RF referees (Mitchell, Burns) skeptical towards Marchak application
• JM writes to Dean Robert Redfield to defend himself Feb. 1944:
•

“the essence of Keynes‟ theory of unemployment has been expressed by Hicks
and somewhat similarly by Lange… Although Keynes‟ theory thus formulated
represents a great advance, it cannot be regarded but as a very rough
approximation…In a sense, the system of equations which Tinbergen attempted
for the USA 1919-32…can be regarded, in spite of their different historical origin,
as such an expansion of „dynamization‟ of Keynes‟ system– but also of other
systems…As to concrete economic theories…to be tested, there is a whole range
between an over-simplified system like Keynes‟ (properly formalized and
dynamized) and the over-catholic and cumbersome one of Tinbergen… Beyond
that, any specification of „the‟ theory would, at present, mean merely setting one‟s
mind on preconceived ideas often affected by emotional preference”

• „Measurement without Theory‟ controversy hence a 3-way catfight:
• Institutionalists, Keynesians, and Cowles neoclassicals

JM hires Lawrence Klein Nov
1944
• “Marschak prevailed upon me to drop all other
job search and develop what he said the
country needed desperately– a new Tinbergen
model of the US economy” (Klein, 1991, p.108)
• Marschak to Rockefeller, Jan 1945: “In the last
6 months, Tjalling Koopmans….has given the
full solution of the statistical problem for an
important class of cases, while Lawrence Klein
and myself are supplying the specific economic
questions and hypotheses”
• But there was trouble in paradise, almost from
the very beginning
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Cowles Macro project runs aground
• First problem: No access to „real‟ electronic computers yet, so
complex maximum likelihood procedures for anything >3 equations
essentially out of the question
• Second problem: When Koopmans‟ innovations were compared to
OLS, the OLS estimates looked roughly the same
• Third: Klein, busy trying out lotsa different specifications, could not
be bothered with formal „identification‟ procedures
• Fourth: Klein‟s overt Marxism starts to be regarded by JM as a
serious problem [Klein joined CP in 1945]. Red Scare heats up in
Illinois (what‟s a Russian émigré to do?)
• RAND ties to Cowles starting in 1947 begin to call the macro project
into question
• Fifth: Committee for Econ Development (and gov‟t) rejects
preliminary Klein model in 1946

Klein’s Keynesian Revolution (1947)
• Does anyone read it anymore? Scans like a
critique of Keynes from Marxian Left (1st ed.)
• “What is there in Keynesian econ that would
appeal to a Marxist?...Marx analyzed the reasons
why the capitalist system did not and could not
function properly, while Keynes analyzed it did not
but could function properly…” (pp.130-1)
• “Marxists do not oppose the Keynesian program..
They consider it to be in the interests of the
common man and therefore support it, but the
only smooth working long-run solution for them is
socialism…” (p.186)
• Adopts Samuelsonian line– Keynes did not
understand his own book & it needs to be
cleaned up – hardly an uncritical PR job
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Cleansing the Augean Stables at Cowles
•
•
•
•
•
•
•
•
•

Klein (and others) ejected from Cowles in 1947
Koopmans is appointed to take over as Research Director 1948
Carl Christ hired to clean up Klein model, do it right
Milton Friedman starts attending Cowles seminars 1947, makes
Koopmans‟ life hell for next few years
Disaster at NBER conference Nov. 1949: Christ shows model
performs no better than trend extrapolation
Others: Patinkin, Modigliani toe the line
Both Marschak & Koopmans increasingly
Anti-Keynesian over time
RAND program kicks in

Keynesian Counter-Revolution actually began at
Cowles
• JM to Schumpeter Nov.1946: “deriving a macrodynamic
system from the postulates of rational behavior consists
in the fact that equations of rational behavior relate
optimal values of measurable values to certain variables
that are the expectations of individuals…one assumes the
individuals handle their past experience in a way the
rational inductive investigator, ie., a statistician would
handle it.”
• Marschak (1953) sometimes cited as anticipating socalled “Lucas critique”
• Marschak’s 1949 macro lectures don’t spend much time
on Keynes; rather organize model around aggregate
supply/demand framework, with unemployment due to
sticky wages [sound familiar?]
• By 1950, Marschak insists Keynesian models are
empirical dead-ends: “Like the rest of macro-economics,
[Keynes’ liquidity preference function] is still in need of

9

07/08/2009

Koopmans seals the fate of Macro at Cowles
while at Chicago
• Originally hired because (a) direct Tinbergen
protégé; (b) had already criticized Keynes
• Strange story of Koopmans’ correspondence with
Keynes– gentle reprimands 1941,1942
• Evidence TK knew little macroeconomics, cared
even less
• After 1948, shifts funding and activity away from
any stat model building whatsoever and towards
abstract high theory: linear programming, abstract
decision theory and GE
• (1959): “The present state of macro theory is
unsatisfactory. There are too many reasonable
alternatives which presently available observations
…cannot easily discriminate.”

A Few Possible Objections to this thesis..
• What happened after Cowles went to Yale under
the leadership of James Tobin?
• How about other Cowles figures, like Harry
Markowitz, Don Patinkin, Evsey Domar,…?
• Transition from Harrod growth model to Solow
just another example of intrinsic incompatibility?
• Did disputes over what “Keynes really meant”
really start up after 1960 (as claimed in Patinkin
1990), or did they really start much earlier, and
only reach a crescendo with the accusations of
Joan Robinson, Axel Leijonhufvud, etc.?
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One Possible Lesson from the History
• Maybe Keynes and Walras
really are incompatible, just
as many (Clower, Hahn,
Leijonhufud,…) have
claimed
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