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Abstract 

what agents expect to happen. Subsequently, it was introduced into macroeconomic 

these models have been based on the rational expectations assumption. This paper as-

-

Keywords: 

and Human Knowledge

B41, B50, D84

Resumen 

-

ramienta teórica cuyo objetivo era explicar el comportamiento de los agentes en un 

económico depende en cierto grado de lo que los agentes esperan que ocurra. Posteri-

-

-

conocimiento humano y la innovación en los modelos macroeconómicos.

Palabras clave:

-
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1. Introduction

1 

-

Expectations and the 

Neutrality of Money Lucas Critique -

economic literature. This paper aims to provide a consideration on two arguments that 

-

innovation. Section 3 concludes.

2. The Rational Expectations Hypothesis

Muth in his Rational Expectations and the Theory of Price Movements

2

1

2

-
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better have a model that explains exactly how that change occurs...  

-

tration, but it occurred to us. Neil and Tom took an IS-LM model and just changed the 

expectations and nothing else, and just showed how that seemingly modest change com-

-

-

tary policy was partly driven by the Neoclassical Phillips curve. It was generally accepted 

3

Lucas’ seminal islands model

-

3
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-

erates the respective output . A budget constraint states that total income equals total 

consumption , where consumption goods are paid at the general price. Since individuals 

4

-

-

4

so the lowercase letters denote the change in each variable.
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-

-

duced through monetary shocks, output decreases too. Moreover, it can be observed 

-

Hence, an important element to highlight on the Rational Expectations Hypothesis is 

intro Keynesian models. The central work on this respect was developed by Robert Lu-

the subsequent macroeconomic models.
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3. Empirical challenges

Subjective beliefs and objective reality

given macroeconomic model, is really going to happen. On the other hand there is the 

-

-

Furthermore, the Rational Expectations Hypothesis links these two elements by stating 

-

depends on the total plantation area in producing economies, which also depends on 

Hence, reality in macroeconomic models on rational expectations is actually derived 

-

-

-

-

economic conclusions.

-



The Rational Expectations Hypothesis: An assessment 
on its real world application
SANTIAGO TOBÓN

44

-

mines.

Evolution of human knowledge

-

-

knowledge.

By themselves, these claims raise interesting questions to the Rational Expectations Hy-

-

-

arguments does not necessarily comes against testing economic theories under a spe-

this is so because since its introduction into economics the central aim has been to de-
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-

-

tations in economics when broader aims are intended by using macroeconomic models. 

-

-

5

4. Conclusions

-

ior in a given environment. Subsequently, it was introduced into macroeconomic models 

-

tions assumption.

-

5

Imperfect Knowledge Economics.
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-

-

time when innovation plays such an important role in economics and human evolution, 

-

need to have economic sciences as an essential aspect in human evolution.
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