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1 Later Laidler (1997a) departed from the durable view approach. He argued that it “abstracts from its social function 
as a medium of exchange and a unit of account”. 
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2 Meltzer (1963) using wealth instead of permanent income obtained similar results. 
3 A large number of studies surveyed in various editions of Laidler’s Demand for Money found powerful evidence 
on the long-run stability of money demand. This evidence, as well as the case made by Friedman and others, 
including Laidler for the UK (1976) of  the role of monetary expansion in explaining the great inflation of the late 
1960s and 1970s led to the adoption of monetary aggregate targeting in the US and many countries (to be discussed 
below). 
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4 Although work by Bordo and Jonung (1978, 1987, 1990), discussed by Laidler, found extensive long-run evidence 
that institutional changes also shifted the long-run money demand function. 
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5 In  ( Laidler 1990 , chapter 6), he argues that the lagged dependent variable in the short- run demand for money 
function, which appears to support the passive view, can be in a model where money causes and leads all the 
variables upon which money demand depends. In this interpretation, the short-run demand for money function is not 
structural but  a peculiar reduced form of the model, and the coefficient on the lagged dependent variable is an 
amalgam of the key coefficient in the transmission mechanism and hence subject to the Lucas ( 1976) critique. [We 
thank David Laidler for this insight.] 
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