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Shelton vs. Mainstream Monetary Policy

Side-by-side comparison of the key claims in Judy Shelton’s “Kevin Warsh and the Erosion of the Dollar,” with mainstream central-bank counterpoints and

Shelton's claim

evidence needs.

Mainstream response

Where Shelton is
strongest

Where mainstream

is strongest

What evidence
would sharpen the
debate

What is “price stability”?

Is 2% a cap or a target?

Why prefer no inflation?

Why fear deflation?

Money should hold its value as a
reliable unit of account and store
of value. A policy that deliberately
tolerates ongoing inflation is not
true price stability.

Treating 2% as the goal means
policymakers are intentionally
allowing purchasing power erosion
year after year.

Absence of inflation better
protects savers, wage earners, and
long-horizon contracts. It keeps
money closer to an honest
measuring stick.

Deflation concerns are often
overstated; avoiding deliberate
currency erosion should not
require accepting continual
depreciation of money.

Price stability means low, stable,
predictable inflation. The Fed aims
for 2% over time because it sees
that as the safest practical way to
avoid both high inflation and
deflation.

The Fed does not treat 2% as a
ceiling; it treats 2% as the longer-
run target because a small buffer
is believed to stabilize the broader
economy.

Aiming at no inflation may sound
fairer, but it can raise
macroeconomic fragility if shocks
push the economy into deflation or
make real wages harder to adjust.

Deflation can delay spending,
raise real debt burdens, and leave
policy constrained when rates hit
zero. Central banks want a buffer
against that trap.

She forces the reader to
confront that 2% is a positive
inflation standard, not a
fixed-purchasing-power
standard.

This is a clean factual
clarification: 2% is not just an
upper bound in the current
framework.

Her argument is strongest as
a fairness and property-rights
argument, especially for
people holding cash or fixed-
income claims.

She is right that anti-deflation
arguments can be used too
casually, especially when
they become a blanket
excuse for any positive
inflation target.

A literal zero-inflation target
can be hard to hitin real time
and may slip into deflation
because price indexes are
noisy and policy works with
lags.

A small positive target gives
more room for nominal
interest-rate cuts before
hitting zero in downturns.

Nominal wages and some
prices are sticky downward. A
little inflation can help real
adjustment happen without
widespread nominal cuts.

Debt-deflation dynamics and
zero-lower-bound episodes
are real risks in heavily
leveraged modern
economies.

Long-run cross-country
evidence comparing near-zero
targets, 2% targets, and price-
level regimes on volatility,
recessions, and household
purchasing power.

Evidence on whether the extra
policy space from a 2% target
materially reduces recession
depth and duration versus a
zero target.

Better empirical work on who
wins and loses from low
positive inflation versus zero
inflation across age, wealth,
and debt groups.

More convincing evidence
separating mild benign
deflation from harmful debt-
deflation episodes in modern
advanced economies.



Who should control the value
of money?

Could Congress impose a
different monetary standard?

How should the Fed’s recent
record matter?
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Congress has the constitutional

duty to regulate the value of money

and should not outsource that
responsibility so fully to central
bankers.

Yes. Congress could legislate a
harder standard for money value,
constrain discretion, or require a

rule-based or convertibility-linked

regime.

If the Fed overshoots badly in

practice, that strengthens the case

that discretionary inflation
targeting is not delivering the
promised stability.

Congress can define the legal
framework, but day-to-day

monetary policy is delegated to the
Fed to reduce short-term political

interference.

Yes in principle, but the tradeoff is

rigidity or politicization. A stricter
standard may reduce discretion
while making crisis response
harder or more procyclical.

Policy should be judged over full
cycles, not just on one inflation

surge, though persistent misses do

damage credibility.

She raises a serious
democratic-accountability
question that mainstream
discussions often sidestep.

Her side is strongest when
arguing that institutional
rules can restrain
discretionary drift and
mission creep.

Her critique gains force when
actual inflation materially
exceeds target for years,
because the public
experiences more erosion
than the framework
promises.

Direct political control
creates incentives for
election-timed easing, debt
monetization, and short-run
manipulation at long-run
cost.

Mainstream economists are
strongest when pointing out
that rigid systems can break
under stress and that
Congress may not react
quickly or wisely in crises.

One overshoot does not
automatically prove the
framework itself is inferior;
implementation error and
unusual shocks also matter.

Comparative evidence on
institutional design: which
arrangements best balance
democratic legitimacy,
credibility, and inflation
performance?

Historical and modern
comparisons of rule-based,
commodity-linked, price-level,
and inflation-targeting regimes
under large shocks.

A fair decomposition of recent
inflation into demand, supply,
fiscal, and monetary causes,
plus evidence on whether
another regime would have
performed better.

Key takeaway: Shelton’s argument is strongest as a constitutional, fairness, and purchasing-power critique. The mainstream case is

strongest on recession management, deflation risk, and the value of keeping monetary policy somewhat insulated from short-term

politics.
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