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Managing Macroeconomic Neoliberalism: Capital and the Resilience of the Rational Expectations 
Assumption since the Great Recession 
 
Abstract 
There is little systematic work on how much the core of mainstream macroeconomics has 
changed since the crisis of 2008 and even less on what explains patterns of stability and change. 
This paper addresses this gap by first, mapping out debates over the core assumption of 
rational expectations in high-prestige academic publications and the research of central banks 
of systemic importance and second, deploying a sociological perspective to assess the various 
forms of capital deployed by orthodox defenders, radical challengers and constructive critics 
of this assumption. The paper finds that although the core of modern macro has seen a more 
robust radical challenge than one might have expect, the defense of rational expectations 
remained quantitatively dominant and substantively elastic. While radical challengers had 
access to significant material resources and symbolic capital, orthodox players control the 
institutions of the economics profession via editorial boards and refereeing for the top 
journals. As such, the orthodox exercise a strong gatekeeping function that allows some 
pluralism yet also goes some way toward explaining their continued intellectual dominance. 
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Introduction 
Neoliberalism is generally understood as a dynamic ideational construct, the technical core of 
which centers on a hybrid set of macroeconomic and financial ideas (Mudge 2018; Schmidt 
2020; Weber 2020). Since the 2008 crisis, a great deal of new ideational “layering” and 
“grafting” (Ban 2016) of Keynesian and neoliberal ideas has characterized what Jaqueline Best 
has aptly called “the practical life of ideas” (Best 2020: 3). Political economists have already 
done a great deal of work to better understand this ebb and flow of Keynesian revivals and 
neoliberal endurance in the policy spheres of both states and international institutions (Blyth 
2013; Baker 2013; Schmidt and Thatcher 2013; Farrell and Quiggin 2017; Clift 2018; 2019; 
Schmidt 2020). However, to date they have not systematically established how much the 
macroeconomic and financial core of mainstream economics changed across the fields of the 
economics profession and, most importantly, what explains the ensuing patterns of stability 
and change since 2008. These are important questions because the supply of authoritative 
economic ideas is decisively shaped by high prestige academic settings (Clift 2018) and more 
recently by central banks of systemic importance (Thiemann et al 2020).   

To answer these questions, the paper looks at how elite macroeconomists in academia 
and esteemed central banking communities have defended/challenged the rational 
expectations (RE) assumption between 2009 and 2017. RE is of critical importance because 
scholars agree that it is at the “technical” core of neoliberal macroeconomics as well as of 
neoliberal “financial economics” (Blyth 2002; Widmeier 2016; Best 2005; 2019; Baker 2013; 
Stahl 2020). Thus, RE was of essence for the rise of New Classical economics in the 1970s 
and its distinctive formalization by ever more calibrated forms of Real Business Cycles models 
from the 1990s onwards (Blanchard 2016; Sergi 2020). Through their hybridization with New 
Keynesian macro, these innovations led to the rise to prominence of DSGE models by the 
2000s. These RE-based DSGE models came to prevail in peer-review journals, while others 
showed that they became essential to central banks and international financial institutions 
(Sergi 2020). Indeed, to do modern macro in 2008 was to assume rational expectations and to 
peel RE away would have meant that the entire DSGE framework would need to be rebuilt 
from its foundations. Consider this self-description of RE-based DSGE as a New Neoclassical 
Synthesis that defines the boundaries of the subfield: 

“Methodologically, the new synthesis involves the systematic application of 
intertemporal optimization and rational expectations as stressed by Robert Lucas. In the 
synthesis, these ideas are applied to the pricing and output decisions at the heart of Keynesian 
models, new and old, as well as to the consumption, investment, and factor supply decisions 
that are at the heart of classical and RBC models” (Goodfriend and King 1997, 232). 

Abandoning rational expectations would mean models that take agent interaction 
seriously, “with the hope that maybe, sometime in the future, they might shed some direct 
light on macro policy, rather than just provide suggestive inferences” (Colander et al 2008: 
240). Such a change would open up the gates to the destabilization of the “scientific” bases of 
neoliberalism, as we saw with the case of macroprudential regulation (Baker 2013) or the 
technocratic critique of fiscal austerity (Clift 2019). 

The main argument of the paper is that RE was more challenged by radical critiques 
and more “edited” by reformists than one would expect. Yet, overall, RE remained the core 
of modern macro and this outcome can be explained by reference the superior resources 
(capital) of the defensive bloc of economists formed around it from 2009 onwards.  

The paper is organized as follows: the first section briefly reviews the state of the art 
and introduces the main contributions relative to it. The second section explains the 

https://www.tandfonline.com/doi/full/10.1080/09672567.2019.1651365
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importance of RE for modern macro and introduces its analytical apparatus. The third section 
maps out the extent to which RE was challenged, modified and defended in the top 
macroeconomic journals and the research of central banks of systemic importance. The fourth 
section analyzes the resource/capital imbalances amongst the various camps struggling over 
the boundaries of mainstream macroeconomics in terms of their status, material and 
professional capital. A fifth and final section concludes. 

Two caveats should be highlighted at this point. First, the findings about RE should 
not be easily generalized to other ideas from the technical core of neoliberalism (such as, say, 
Real Business Cycles Theory). Second, the scope of this paper is the puzzle of neoliberal 
resilience within the confines of the macroeconomics field as constituted by academic and 
some central bank researchers of high prestige. As such, its implications should not be 
automatically extrapolated to other domains.  

 
The importance of having rational expectations 
RE a critically important political variable for how academia, states, IOs and the private sector 
think and/or justify their actions in most advanced economies. Its adoption in the 1980s and 
subsequent diffusion has generally weakened the case for government monetary and fiscal 
activism, while strengthening the case for central bank independence and the preference for 
technical rules over politics (“discretion”) (Best 2020). Even as its stronger propositions have 
been diluted by the compromise between New Keynesian and New Classicals during the 
1990s, RE has survived as a building block of the world’s most used macroeconomic models 
(DSGE)(Clift 2019). In this technically concealed form, RE became the central pillar of the 
neoliberal growth regime (Blyth and Matthijs 2017).  

In technical terms, the rational expectations hypothesis in macroeconomics has two pillars. 
The first is that all economic decision units refer to the same image of the future. Since 
such a common reference may be stochastic, economists see this assumption as compatible 
with different probability assessments of future conditions. The second pillar is that the 
common image of the future is assumed to be the true image of the economy. Expectations 
are assumed to be unbiased in technical terms. and if agents recognize error, then learning 
should occur and agents will modify their behavior until the economy attains rational 
expectations equilibrium. Consequently, firms and households cannot be surprised by 
events that occur systematically or by policies that are applied in a uniform and consistent 
fashion.  

In finance economics, the counterpart of RE is the efficient markets hypothesis, 
which posits that financial asset prices aggregate and reflect all relevant information and 
therefore they are the most efficient way of allocating financial resources. One of the key 
implications of this assumption is that financial markets are best understood not as 
decentralized and speculative bubble-ridden sites of economic activity that actual market 
participants think they are, but as a centralized system managed by a hypothetical central 
planner with perfect foresight and perfect math skills. Those who adopted this 
assumption saw no need for regulation, as financial actors left on their own devices were 
assumed to be able to detect overlending and undermine the stock market price of reckless 
financial institutions (Hodgson 2009: 1214). 

Indeed, RE is taken to be the litmus test that separates the economics of postwar 
(neo-)Keynesianism from the macroeconomics of New Classical economics that 
dominated the 1970s and early 1980s before challenges coming from New Keynesians led 
to the compromised called the New Classical the New Neoclassical Synthesis (Widmaier 
2016).  
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 While it is a crucial building block of theory and policy modelling, the various policy 
tools into which policymakers translated RE resulted in “hushed-up failure” (Best 2020). 
Moreover, the economists who rang the alarms on the financial meltdown of 2008 based their 
observations on simple analyses of surveys, not on RE-grounded forecasting models 
(Hodgson 2009: 1206-1207). Indeed, if macroeconomics would work based on its fit with the 
facts, RE and the derivative RBC models that underpin macroeconomic neoliberalism should 
have collapsed with Lehman Brothers. 
 
The state of the art and the contributions of this paper 
This paper belongs to a research tradition in political economy that treats economics as a 
consequential profession for public policy. (Babb 2004; Chwieroth 2009; Wade 2009; 
Mandelkern and Shalev 2010; Hirschman and Berman 2014; Farrell and Quiggin 2017; Coman 
2019; Clift 2019; Best 2019; Weber 2020). For this scholarship the resilience of neoliberal ideas 
owes to a divergent set of factors: the political and/or economic power of vested interests for 
whom these ideas are useful legitimizing devices (Scherer 2014; Beckert 2020), the structural 
advantages of neoliberal discourse in the political life of the past forty years (Schmidt and 
Thatcher 2013; Rosamond 2014; Matthijs and McNamara 2016) the institutional 
embeddedness of neoliberal ideas (Blyth 2013; Lee-Mudge 2018) or some combination of the 
above (Clift 2018; 2019; Ban 2016). 

Rather than try to intervene in this debate, this paper takes a different tack. First, 
irrespective of its preferred causal mechanism of neoliberal resilience, this rich literature 
focuses on the life of neoliberal ideas in politics and policy. Indeed, to the extent that it dwells 
on the “hinging” (Farrell and Quiggin 2017: 271) of the twin ecologies of academia and the 
policy, this literature does not go as far as exploring the internal mechanisms of stability and 
change in the former as a domain in its own right. Or, to better understand how this authority 
is challenged and stabilized, one needs to take seriously the sociological structuring of the 
sources of that resilience in the fields where policymakers excavate ideas and scientific 
legitimacy for their decisions: prestigious academic research and research produced by central 
banks of systemic prestige (Ban 2016; Schmidt 2020; Clift 2018; Thiemann et al 2020).  

Second, while the literature on the resilience of neoliberal ideas focuses on the policy 
implications of these ideas, this paper  also examines the facets that make neoliberal ideas seem 
scientific in the first place: methodology and macro theory. This maters because the barriers 
to entry into the social spaces that bestow epistemic authority in macroeconomics are 
constituted more by method and theory than by policy (Fourcade 2006; 2009; et al 2015). 
Furthermore, as Clift (2019) or Thiemann and colleagues (2020) showed, since the academic 
and the non-academic sites of ideational production have distinct configurations, the 
destabilization and respectively the resilience of policy ideas need not automatically challenger 
and respectively stabilize the “scientific” ideas that underpin them. Accordingly, gaining a 
deeper understanding of the production of these ideas is called for. This is what this paper sets 
out to do. 

Third, and perhaps most importantly, the paper analyzes the economics profession in 
terms of systematically mapped links between field profiles and capital endowments on the 
one hand and certain macroeconomic views on the other hand. This represents a 
methodological advancement of a literature that is overwhelmingly qualitative in nature. 
 
Analytical framework: The capital of economic ideas 
Drawing on the Bourdieusian tradition in sociology (Bourdieu 1985; 1989; Fourcade 2006-
2009; Ocasio et al 2020), the analytical framework of this paper puts professional fields and 
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forms of capital at the center of the explanation of why and how RE survived the Great 
Recession. For Bourdieu, capital empowers actors to have power, defined as the capacity to 
delimit what actions, decisions and outcomes are available to them given the prevailing context 
for social interactions (Ocasio et al 2020). Indeed, the power of capital is structural:   

“Agents are distributed in the overall social space [fields], in the first dimension, 
according to the overall volume of capital they possess and, in the second dimension, 
according to the structure of their capital, that is, the relative weight of the different species of 
capital, economic and cultural, in the total volume of their assets” (1989: 17). 

In this hypothesis, economic capital refers to the possession of money and other assets 
that can be converted into money. Given the peculiarities of economics (Mirowski 2002; 
Fourcade 2009; Thiemann et al 2020), we suggest that this means control over research funds 
(macroeconomic research can be expensive), stable academic contracts (Fourcade shows that 
economics is extremely hierarchical so rocking the boat with an unstable employment 
condition is difficult) and revolving doors with the corporate world (challenging the core of 
technical neoliberalism clashes with the interests of capital). In line with this thinking, 
Mirowski (2013) and Blyth (2013), hypothesized that neoliberal ideas (taken as a whole) have 
been resilient since the Great Recession because mainstream economists have had the 
necessary material resources to minimize the effects of contestation from within and without 
macroeconomics. In this paper we put this hypothesis to a systematic test by focusing on the 
core of neoliberal macro. 

For Bourdieu, cultural capital comes in various forms, but for economics it comes in 
the form of advanced degrees in elite institutions (Fourcade 2009). These degrees matter 
because they articulate consistency with the elite culture and the rules of the game with which 
the elite power of the profession governs the field.  

For Bourdieu, the mere possession of large amounts of economic and cultural capital 
was not the end of the distributive game. Actors could also deploy symbolic capital (the use of 
symbolic markers through membership in a labelled social category, such as seniority or  
position in a highly-ranked academic institution or prestigious policy institution such as a 
globally important central bank) and/or reputational capital (sources of prestige produced by 
perceptions of professional value-rather than through category membership-such as the 
number of citations and/or publications in top tier journals). Finally, actors can deploy 
organizational capital or control of administrative resources in the field. In our case, this means 
membership in the editorial boards of top 10 journals or of flagship associations of the 
profession such as the American Economic Association). We already known that the top 
journals have interlocking editorships (Baccini and Barabesi 2010) but we don’t know what 
consequences this has for ideational dynamics in them.  

Rather than reduce the economics profession to academics, the paper follows the lead 
of some recent work operationalizing the sociology of Bourdieu (Ban and Patenaude 2019) by 
looking at capital across professional fields as diverse as economics departments, business 
schools and central banks, where competition between professionals produces “nested 
jurisdictions” (Seabrooke and Henriksen 2017). Some heterodox macroeconomics comes 
from business schools and are more susceptible to the critique of mainstream economics than 
economics departments are (Lavoie 2015). As for central bankers and economists from 
international financial institutions, they are more likely to be open to challenging academic 
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orthodoxies because their professional incentives and returns to publication are low, with 
policy utility (as opposed to theoretical value added) a higher priority (Clift 2019).1  

While mainstream academic economists have been loath to question the use of models 
as the lingua franca of economics, orthodox central bankers have been franker in their 
criticism. Indeed, since 2008 technocrats all over the world have become more concerned with 
the failure of neoliberal economic ideas and have become more cautious in response (Clift 
2018; 2019; Best 2016), with central bankers, IFI economists and financial regulators being in 
the vanguard in some respects (Gallagher 2015; Ban et al 2016). By contrast, in academia the 
interest in macroeconomic policy puzzles is not critical to getting into top journals that bring 
job security, grants, prestige and other professional goods (Thiemann et al 2020). Having a 
foot in well-remunerated corporate world can also provide a measure of additional economic 
security and usable expertise. 

Based on these considerations, we expected the members of academic economics 
departments to be less inclined to challenge RE-based macroeconomics relative to those in 
business schools or central banks, with the non-tenured economics department faculty having 
the least incentives to do so. Further, the conventional wisdom proposed by Paul Krugman 
(2009) leads us to expect a concentration of orthodox economists in the so-called “freshwater” 
universities, with revisionists and radicals based in “saltwater ones”—a dichotomy that 
Chwieroth (2009) nuanced and internationalized. 

In practical terms, the paper adopts a straightforward strategy for (a) mapping how 
elite economists used RE (b) identifying the causal mechanisms of stability and change and (c) 
mapping variations between various professional subfields involved in the debate. To this end, 
it first examines how studies published in high-prestige venues (NBER and top 20 journals as 
ranked by Engemann and Wall (2009)) and the research outlets of systemic central banks (Fed, 
ECB, Bank of England) covered/used RE-based macroeconomic ideas and models between 
2009 and 2017 and then tests a few hypotheses that could explain the observed outcomes. The 
choice for elite academic journals and NBER is justified by existing research on the highly 
hierarchical nature of the economics profession (Fourcade et al. 2015), with top journals and 
highly cited articles serving as proxies of the conventional wisdom.  

In turn, the case for research produced by central banks is quite simple: over the past 
two decades power over macroeconomic policy and ideas has become more concentrated in 
central banks as the key activist pillars of economic governance (Braun and Gabor 2019). 
There, variants of macroeconomic models have used RE to make policy (Brayton et al. 1997). 

 
Methodology and data 
Building on recent methodological advances on the systematic study of professions and 
economic ideas (Seabrooke and Young 2017; Coman 2019; Ban and Patenaude 2019; 
Thiemann et al 2020), the paper mixes hand-coded content analysis and machine-operated 
network analysis, with a handful of elite interviews carried with academic economists at Boston 
University, Brown University and MIT as well as with a former Fed economist and economists 
in EU policy institutions (ECB, Bank of England, Bank of Spain and European Stability 
Mechanism). The interviews were used for a better understanding of the field context in which 
RE-based models are deployed. The specific uses of the interviews are signaled with footnotes. 

The first step was to do a content analysis focused on all high-visibility articles/papers 

                                                 
1 Authors’ interview with former Fed economist and recruiter; author conversations with research economists at 
the Bank of England, ECB and European Stability Mechanism; author conversations with academic economists 
at Boston University and MIT.  
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that put this concept at the core of their arguments. Building on the insight that economics is 
a hierarchical discipline (Fourcade 2019; Fourcade et al 2015) where access to the top journals 
and citations assigns the highest professional status, we selected only articles and papers that 
were published in top twenty journals or in  NBER between January 2009 and March 2017. 
This limited focus is important because “economists (…) tend to see institutionalized 
hierarchies (among journals. a.n.) as emergent, truthful indicators of some underlying worth” 
(Fourcade et al 2015: 10). Then, based on Thiemann and colleagues’ (2020) argument that 
central bank research is now a major contributor to the (re)building the canon, our research 
looked at studies published by the world’s five systemic central banks. For example, the 
citation performance (EP score) of the Fed Reserve Board is roughly similar to that of 
University of Minnesota. To cast a wide net, we did a keyword search on JSTOR, NBER and 
institutional websites. The items that did not put RE at the core of the analysis (the rule of 
thumb was substantial discussion of RE in the main argument or description of the model) 
were then excluded from the search. 

This research strategy narrowed down the corpus to 48 articles, NBER papers and 
central bank papers (most of these from the Fed system). This low number made the hand 
coding tractable and it can be explained by the fact that RE is almost a century old and it has 
since been institutionalized in mainline DSGE models, so it does not appear frequently as an 
issue to be debated per se. To control for the impact on the profession at large, we also coded 
articles that were not published in these three sites, but have been cited more than 100 times 
on Google Scholar between publication and March 2017. Their total number was 3, so overall 
the corpus is in line with the identified prestige sites. 

Overall, 101 economists participated in the debate. Both their output and their CVs 
were hand-coded (see attachment). This choice was based on the fact that automated machine 
learning is inadequate when one aims to code the subtleties of arguments, sub-arguments, 
position signaling and alliance formation that writing in economics is replete with.  

Our content analysis coding sheet was built using Imre Lakatos’ insight that research 
programs have three parts: the hard core, the positive heuristic and the negative heuristic. 
Applied to rational expectations, the hard core is composed of basic assumptions that all RE 
protagonists share: representative agents (households and firms) have perfect foresight, play 
their best responses and have forward looking expectations under given information sets; 
markets are efficient (a la Eugene Fama). This hard core runs through both the New Classical 
and the New Keynesian research programs. Articles that either defended the use of RE in the 
form in which it was used pre-2008 were coded as “orthodox.” Specifically, the orthodox 
camp should defend three key propositions: expectations are rational, markets are efficient 
and authorities do not have more information than private agents in the market. This group 
has both New Classicals and New Keynesians in their ranks, with the former accepting 
institutional and other rigidities as justifying short-run activism.  

In contrast, the label “reformism” was applied to research that relaxed these three 
propositions and is composed exclusively of New Keynesians. The research pieces that 
proposed the wholesale replacement of rational expectations with an alternative assumption 
were coded as “radical,”2 with an assortment of New Keynesians and heterodox present. 

If challengers undermine the hard core of the research program by generating 

                                                 
2 Behaviorally-oriented economists aren't really radical, especially in their policy implications, which support the 
same kind of counter-cyclical activism as some of the reformist New Keynesians.  
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controversies that expose intractable problems that cannot be obfuscated, then the program 
degenerates, or, to use a term familiar to political economists, paradigm change occurs. This 
is the radical form of change and is used here as a benchmark to distinguish between essential 
and peripheral change. Of course, these classifications should be seen as ideal types, their 
conceptual boundaries being more porous and nuanced than a structured coding sheet can 
allow for. 

A caveat is important at this point: when we write about “radicals”, we mean to identify 
a position vis-à-vis RE rather than more general scientific or policy radicalism. The radicals in 
this account are economists who junk both RE and sustained expansion to combat fiscal drag 
and bold macroprudential regulation to limit systemic risk and increase the scope further for 
macroeconomic and macrofinancial activism (Gabor 2020). These are typically Post-
Keynesian and Institutionalist economists whose work is not hosted in the top economics 
journals on more than a token basis.   

When the defenses of the core work are resilient, whether deployed by core-defending 
orthodox or revisionist scholars, the program survives and/or thrives (it is “progressive”). In 
the reformist version of positive heuristic one can engage with controversies that expose 
intractable problems with the hard core in such a way that intractability can be obfuscated. In 
other words, reform is not a means to transcend, but to flexibly stabilize the research program, 
lending it the “progressive” nature it needs to survive. In contrast, when the program does not 
stand up to critique, it becomes “degenerative”, a victim of radical critique.  

For reliability, two coders with economic training practiced this coding strategy on a 
sample of six articles. After ironing out the coding disagreements, the coders proceeded to 
code the entire corpus of texts.  

Finally, to measure the different forms of capital indicated in the previous section, the 
paper traced the career histories of the experts involved and how their varieties of capital 
differed and the results were processed using dynamic network analysis (thus going beyond 
the static one used by Coman 2019) and descriptive statistics. Two coders processed the CVs 
of the authors into discrete categories of information organized for a separate dataset attached 
to the submission. For example, top 10 departmental ranking, NBER membership and senior 
positions in high profile policy institutions (e.g. Fed, IMF) or in the American Economic 
Association counted as high status markers. The idea behind this method was to see how 
much professional prestige was attached to the various arguments being made in the corpus. 
For efficiency considerations, the references to the authors engaged in the debate are in the 
dataset rather than the bibliography. 
 
Mapping rational expectations in hard times3 
Skeptics of change in macroeconomics would be surprised by the extent of radical challenges 
to RE in such mainstream professional fields. Overall, though, the quantitative dominance of 
the orthodox camp shows that the program did not degenerate. On the contrary, it went on 
unabated, with most of the associated authors writing as if there had been no critique of 
rational expectations in the economics profession as a whole.  

Table 1 shows that although the strength of the radical camp is surprising, the hunch 
that mainstream macro would hold the line tests positive irrespectively of how we code 
symbolic capital i.e.  of whether code “top” departments as the first 10, the first 20 or the first 
30.  Having symbolic capital seems essential for the radical challengers’ chances to get into 
these august fields, though: the battle between the orthodox and the radicals takes place almost 

                                                 
3 The sources cited in this section are in the dataset from appendix 1. 
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exclusively between economists from the top ten departments. 4  The bulk of orthodox 
economists come from lower rank institutions and most of these are “mechanics”, that is 
econometricians engaged in technical work meant to refine RE-based models for 
macroeconomists. Arguing against RE in visible sites as a radical from a lower-ranked 
institution seems to be difficult. 

 
Table 1: Symbolic capital: ranking of main affiliation 

 
 
In terms of substance, defending the RE “hard core”, obfuscating the failure to say anything 
about the causes of the Great Financial crisis, expanding RE’s reach and defending post-2010 
austerity measures were the main strategies of the orthodox retrenchment after 2008. The 
refinement of RE-based models is a facet of a negative heuristic aimed to make RE seem more 
realistic. This strategy is not altogether different from the tactics of early 1980s RE pioneers 
who engaged in “persistent denial combined with a careful effort to rebrand their approach in 
new terms went a long way towards reducing the political salience of their failures” (Best 2020: 
19). Another facet of negative heuristics is that more than the revisionists and the radicals, the 
orthodox are keen to intervene in the austerity versus stimulus debate by boldly reasserting 
the macroeconomic conservatism of their tradition. While monetary policy activism, including 
unconventional asset purchases by central banks are seen as effective, in line with pre-2008 
orthodox thinking, hostility to fiscal activism reigns.  

Other orthodox defenders also go on positive heuristics offensives. By crafting a new 
generation of “noisy Rational Expectations” models in finance economics, these authors 
charted out the new paths that the RE research program should follow, expanding RE to new 
policy areas and using “technical fixes” to make RE-based models more realistic. This 
Lakatosian “problem shift” quantitatively dominates the defense of orthodoxy.  

                                                 
4 http://econphd.econwiki.com/rank/nrallec.htm 

Code (1-10, 

10-30, >30)

Code (1-30, 

30-100, 

>100)

Code (1-10, 

10-30, >30)

Code (1-30, 

30-100, 

>100)

Code (1-10, 

10-30, >30)

Code (1-30, 

30-100, 

>100)

High 13 31 4 7 8 11

Medium 18 4 3 2 4 4

Low 13 9 6 4 5 2

High

Medium

Low

Academic

Affiliation

Ranking

Orthodox Revisionist Radical

Orthodox Revisionist Radical

11

Code (1-20, 20-50, >50)

3

3

Academic

Affiliation

Ranking

Code (1-20, 20-50, >50) Code (1-20, 20-50, >50)

25 5

10 3

59
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Yet 2008 did usher in more criticism of RE within the mainstream. While criticism of 
RE before 2008 was extremely rare in the top journals (Colander et al 2008), after 2008 radical 
challenges to the orthodox did gain a foothold in the high-prestige sites of the profession, 
albeit only as long as they are formulated in the quantitative language generated by decades of 
“physics envy.” That said, despite their professional capital and appeal to a common language, 
neither the revisionists working to reform RE macro in order to save it, nor the radicals bent 
on a drastic restructuring of conventional macroeconomics managed to push through a 
perestroika-like movement. Consequently, orthodox rational expectations sailed on dented, 
but ultimately seaworthy. 

Specifically, for many years, “old” Keynesian and heterodox economists advanced the 
“adaptive markets” thesis (actors have expectations that extrapolate from past data) as the foil 
of RE. For example, many critical economists had made the case for adaptive expectations 
and rejected the usefulness of RE by arguing that RE applies only to an ergodic, ahistorical 
and therefore entirely utopian/fictitious world (Pacquet, 1992, Batchelor and Dua, 1987). 
Since 2008, radical challengers rejuvenated this tradition by showing the general failure of the 
rational expectations hypothesis to account for the survey data. Bringing business and 
household surveys back is radical (from the perspective of the disciplinary status quo) because 
under RE-based approaches it is the model itself (rather than empirical investigation) that 
dictates what expectations rational agents should hold to act and think in line with the model. 
Even in 2011, in his Presidential Address, star economist John Cochrane argued forcefully 
that survey data on expectations of asset returns should be rejected as uninformative 
(Cochrane 2011).  

Calls for reincorporating surveys of expectations into macroeconomics research, as it 
had been mainstream in the postwar years, were made as early as 2004 in venues as prestigious 
as Econometrica (Manski 2004), but it was not until after 2008 that these calls received a larger 
share of prestigious mainstream outlets. It is against this background that one should place the 
challenges posed by radicals. For example, Orazio Attanasio (2009) showed early on in the 
crisis that expectations-based research is good economics, but expectations do not need to be 
of the rational expectations kind.  

As hypothesized (and echoing Thiemann et al 2020), some central bank research also 
belongs firmly into the radical camp. A Fed discussion paper found that RE-based DSGE 
models do not show a better forecasting ability than simple naive forecasts after a quarter of 
the fiscal year (Edge and Gürkaynak 2011). Moreover, for a Fed of Boston paper these survey-
based expectations obviate the need for adding yet another ad hoc feature to make DSGE more 
realistic (Fuhrer 2013). Other alternatives went further and deployed Keynesian “animal 
spirits” assumptions, with unconventional policy prescriptions following. A much-cited piece 
that gained some traction in US Fed circles and a Harvard and Fed team (Fuster, Hebert and 
Laibson 2012) simply junks rational expectations in favor of natural expectations, an 
assumption that agents use simple prediction models that are estimated using historical data.  

What 2008 seems to have changed—albeit without the critical mass needed—was that 
the “protective belt” developed by RE founder Thomas Sargent ceased to be an impregnable 
border.5 The radicals generated Lakatosian novel facts and mobilized. empirical evidence in 
their favor. Still, ten years after the 2008 crisis,  RE remains dominant in the top journals. To 
better understand this outcome, one needs to look at the program adjustments done by the 
revisionist defenders of RE. 

Quantitatively speaking, revisionist papers are the weakest category and fall into two 

                                                 
5 Our interviewees confirmed this sentiment in the profession at large.  
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substantive categories: extensive technical recalibrations of business as usual and the 
theoretical softening of the rational expectations assumption. Nevertheless, as the resource 
analysis section below shows, the rich status and institutional capital of their proponents (many 
are luminaries of contemporary macro such as McCallum, Woodford, Blanchard) contributed 
to the resilience of RE. The main implication was that even for harsh critics of DSGE, these 
“seriously flawed” models remain “eminently improvable and central to the future of 
macroeconomics” (Blanchard 2016).  

Indeed, the revisionists speak with the gravitas of the founders of DSGE such as 
Woodford. In contrast to the radicals, the revisionists play a defensive game, working to reject 
the radical call to abandon the rational agent framework entirely. Instead, in their view, macro 
should keep those parts of the paradigm that have been successful and replace those parts that 
have not. Some revisionists provide technical calibrations that take on board (rather than 
reject, as the orthodox do) various critiques of RE-based models, such as the critique of full 
information (Cho and McCallum 2012; Coibion and Gorodnichenko 2012; Coibion et al 
2017). Some recalibrations go as far as bringing in business surveys back in macro as a way to 
make the analysis more empirically grounded and less formalized (Kumar et al 2015; Coibion 
et al 2017), a departure from the theoretical heroism of orthodox RE-based macro.  

The boldest form of revisionism is about the softening of the RE assumption itself. 
The most prominent reformist push produces “the near rational expectations” compromise, 
a term proposed by the “mandarin” of New Keynesian macro and its DSGE models 
themselves: Michael Woodford of Columbia University. Woodford penned two articles 
whereby he announces that mainstream macro needs rethinking regarding core rational 
expectation assumption while theorizing and modeling optimal monetary policy with “near-
rational expectations.” The main implication here is modeling pluralism within the boundaries 
of mainstream research on expectations. Other economists in academia and the Fed rode on 
Woodford’s reformist coattails in the years to come, leading to “nearly rational” expectations 
in lieu of the RE-based models (Blanchard 2016). However, in terms of the intellectual debate 
in the journals, the overall effect of revisionism was to manage the preservation of RE as the 
hard core of modern macro, with some theoretical pruning and edits allowed.6 The next 
section attempts to explain this outcome. 
 
Explaining RE resilience via capital analysis  

As hypothesized, irrespective of their views, this debate takes place largely amongst 
elites with high cultural capital. Yet being orthodox means that having high cultural capital 
matters less than if one is radical. (table 2). As table 1 showed, the same is true in the case of 
symbolic capital. In terms of seniority, the power of orthodoxy is overwhelming. The fact that 
four times as many assistant professors published orthodox research gives credibility to the 
hypothesis formulated by Blyth (2013) that the untenured seem to have read the sociology of 
the profession as not encouraging of challenging interventions. Indeed, the battle between 
pro-change and pro-stability professional networks was the exclusive domain of full 
professors. The right to try rocking the boat seems to require additional displays of 
professional insignia.7  
 
Table 2: Cultural capital: Ranking of department issuing the PhD diploma 

                                                 
6 Our interviewees at MIT, Brown University, Bank of England, ESM and Bank of Spain confirmed this 
interpretation. 
7 Our interviewees at MIT and Brown University confirmed this rule of the game. 



 12 

  Orthodox Revisionist Radical 

High (1-20) 32 12 18 

Medium 
(20-50) 10 1 3 

Low (>50) 10 1 2 

    

 
What about reputational capital? In terms of citations, the orthodox amassed more of them 
and a higher number of orthodox economists were in the highly visible group of scholars 
whose studies on RE had more than 100 citations. Together, the broad status quo group 
(orthodox and revisionists) did twice as well than the radicals on the citations front. Yet 
orthodox power was also contested in terms of entering the top tier journals.  Despite their 
much higher numbers the orthodox scholars did not get into a much higher number of top 10 
journals. Only if we assume that the revisionists are a status quo force in the profession, do 
the radicals published in elite journals get outnumbered in a 2:1 ratio.  

Where do the radicals come from in terms of their cultural capital? Going more 
granular, the institutional map of the debate over RE also challenges the conventional wisdom 
on graduate training in economics that characterizes most political economy work. Figure 2 
suggests that Paul Krugman’s thesis about a saltwater-freshwater divide in macroeconomics is 
quite weak. While some freshwater programs fit the hypothesis (Minnesota, Note Dame, 
Duke, Cornell), others (UT Austin, Madison-Wisconsin, University of Michigan) gave the 
world economists opposed to orthodox defenders of RE. Moreover, the most stalwart 
defenders of orthodoxy come from saltwater programs such as Stanford, Yale, Upenn and UC 
Davis. Also, Chwieroth’s list of PhD programs associated with New Classical economics 
comes apart in the debate over RE. Only three institutions fit the predicted profile (Penn, 
Stanford and Yale), with some supplying radical thought (MIT, Harvard, John Hopkins, 
Princeton). Moreover, rather than fit the myth of the “Keynesian” fortress, the MIT PhD 
program seems to have produced economists whose orientation is in all three camps.  

Indeed, the debate over the core of macro in the elite professional fields surveyed in 
this paper brings to surface an altogether different professional landscape, with the academic 
prominence of US programs contested by European ones. UC Berkeley, Harvard and U of 
Chicago PhD programs originated fewer debaters in these elite settings, yet they are also the 
only other programs that can boast the kind of broker role that MIT also fills. Radical 
economists have PhDs from MIT, Harvard, Princeton and LSE, with three European 
universities (Paris VI, University College of London and Graduate Institute of Geneva) also 
appearing as a source. Stanford is the largest exclusive supplier of orthodox-minded 
economists in this debate, with an assortment of US and European programs also appearing 
in the network. Finally, with the notable exception of Columbia, thee exclusive providers of 
revisionist thought come from outside the top list of PhD economics programs (UT Austin, 
Rice University, Wisconsin-Madison). 
 
Figure 2: Cultural capital: PhD training of participants in the debate 
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If we look beyond academia and unpack the economics profession using a professional history 
network for the authors involved in the debate, we obtain the network visualized in figure 3, 
with representation of the fields of power that is more dynamic than existing uses of network 
analysis economists (Seabrooke and Young 2017; Coman 2019) because it goes beyond current 
affiliations and rakes in all professional experiences longer than three years (post 1995). The 
3-year cut off point is based on the assumption that shorter experiences cannot be taken as 
markers of institutional socialization. The result is a historical network in which the size of the 
node is determined by the number of edges related to that node. Edges were weighted based 
on how many relations existed between two nodes. Arrows are from source affiliation to the 
target affiliation (could be before or after the year of publication). An undirected edge 
means that the time periods of the 2 affiliations overlap at least partially. For convenience, 
each orientation and professional field got a separate color code: dark blue (the orthodox), 
green (the revisionists), orange (the radicals), red (public sector), purple (private sector) and 
grey (international organizations).  

Several patterns emerge. Thus, in terms of symbolic capital, some elite academic 
institutions (Columbia, MIT, UCL, Harvard, Stanford) and the central banks of the world’s 
largest financial centers (Fed and Bank of England) are connected to all three sides of the 
debate. In contrast, experts with significant experiences based in major international 
organizations (IMF, World Bank, BIS, EC) are all over the ideational map and relatively 
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marginal to the debate. Indeed, high-prestige fields remain the purview of economists with 
experiences shaped by the academia and central banking. 
 
Figure 3: Professional affiliations >3 years  
  

 

 
 
But what about economic capital? Access to research funds appears inconclusive while job 
security and proximity to the corporate world may go some way towards explaining orthodox 
resilience. That said, only a fraction of the authors (25) acknowledged any funding, most of it 
from NSF and its European counterpart (ERC), with each camp getting roughly similar 
numbers: 9 for the reformists, 7 for the orthodox and 7 for the radicals. Grants from 
foundations and universities were roughly the same for the orthodox (8) and the radicals (7), 
with the revisionists getting only 2 such grants. Only when we label the revisionists as allies of 
the orthodox do we get a clearer imbalance in material resources between change and stability.  
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The picture of asymmetric material capital changes if we look at proximity to 
corporations. While the radicals have few significant corporate experiences with their 
professional trajectories enmeshed mostly with academia and central banks, the orthodox 
seem more steeped in the corporate social milieu, with Amazon, high profile consulting houses 
(e.g. Boston Consulting Group) and asset management firms (GSA Capital, Pacific Equity 
Partners, Kepos Management) figuring prominently. Critically, these corporate positions are 
held simultaneously with academic positions at the time of authorship, pointing at a distinctive 
set of “revolving doors” (Seabrooke and Tsingou 2014).  
 How about organisational capital?  Were the orthodox and the revisionists closer to the 
corridors of policy power than the radicals? Did they control the institutions of the profession, 
such as high-ranking journals and critical professional associations? In table 3, we coded high 
institutional capital as senior positions in the governments and central banks of G7 plus critical 
global economic governance institutions such as the EU or the Bretton Woods institutions. 
By this measure, the two sides are more balanced at the senior level. In line with the hypothesis, 
experience with senior policy positions seems to have fortified the radical camp and it is only 
if we look at mid-level positions (mid-ranking staff, consultants, senior positions in less 
systemic economies) that the defenders of the RE core seem to be much better entrenched 
institutionally.  
 
Table 3: Aggregate capital forms 

 
 
 
Finally, if we zoom into gatekeeping in journal management and professional associations 
(table 4), the orthodox and the revisionists effectively control the field through their leading 
positions on editorial boards and particularly on the refereeing panels of the top journals in 
macroeconomics. That said, radical economists are by no means marginal in gatekeeping posts, 
which may explain why some radical work was published in top venues in the first place.  
 
Table 4: Organizational capital 2.0: Gatekeepers in journal editorial boards, referee teams and 
professional associations  
 

Orthodox Revisionist Radical
Total	Citations 2719 1315 1722
High	(>	100) 11 5 8

Medium	(30	-	100) 18 2 8
Low	(0	-	30) 24 14 17
Total	 53 21 33
High	(1	-	10) 15 3 9

Medium	(10	-	30) 24 13 13
Low	(>	30) 16 5 6
Total 55 21 28

Professor 27 9 16
Associate	Professor 5 5 1
Assistant	Professor 16 4 4
Total 48 18 21
High	(1) 7 3 9
Medium	(2) 15 7 6
Low	(3) 34 6 12
Total 56 16 27

Seniority	in	Main	Academic	Affiliation

Rank	of	Policy	Influence

Article	Citations

Rank	of	Publication	(Publication	Ranking	Code)
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    Orthodox Revisionist Radical 

Gatekeeper Status 

High 9 3 6 

Medium 27 7 11 

Low 23 6 11 

 
Conclusions 
How much has the technical core of neoliberal macroeconomics changed since the Great 
Recession and what explains the ensuing patterns of stability and change? By exploring a 
systematic body of manually coded text and biographical information over a period of nine 
years, this study makes five claims. First, although the core of modern macro has seen a more 
robust radical challenge than one would expect to find in the top 20 journals, NBER or central 
bank research, the RE core remained overall quantitatively dominant and substantively elastic. 

Second, the resilience of this core of mainstream macroeconomics can be better 
understood if one looks at the forms of capital mobilized in the debate. Although grants did 
not make a difference, the other measures of economic capital (job stability, proximity to the 
corporate field) did. Third, in terms of cultural capital, our findings suggest that the 
conventional thinking about the most likely institutional settings for the credentials of 
orthodox economists are problematic and should invite more context specific generalizations. 

Third, in terms of symbolic capital, the radicals had more status resources than one 
would expect, particularly in terms of the ranking of their department or the reputation of 
their PhD. The right to rock the boat in professionally august venues, it seems, is paid with 
extra symbolic capital. On balance, however, the radicals compare unfavorably with the status 
quo group when other measures of status are considered. Most importantly, no matter how we 
rank what constitutes the “elite” of the economics departments represented in this debate, the 
orthodox camp is at the top of the prestige ladder.  

Fourth, the reputational capital of the defenders of the status quo amassed the most 
citations and top journal positions, although this outcome owes a great deal to revisionist help. 
Overall, and contrary to conventional wisdom, the radicals had a stronger presence in top 10 
journals than the orthodox.   
 The fifth finding concerns organizational capital. While it is true that the orthodox 
dominate mid-level policy positions with governments, central banks, IOs and important non-
academic research institutions, the radical contingent is almost as strong at the senior level. 
Yet, at the end of the day, the orthodox control the institutions of the economics profession 
via editorial boards and refereeing for the top journals. As such, they exercise a strong 
gatekeeping function that allows some pluralism yet also goes some way toward explaining 
their intellectual dominance. In line with our expectations, business and public policy schools 
were important sources of radical thinking. Although central banks appear extremely divided 
on the merits of the debate, some of the most radical work came from some distinct American 
niches of this elite group.  
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