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Introduction

In 2008 all of our models failed - all, across the board. 

Alan Greenspan, former Chairman, Federal Reserve Bank of 
the USA, on CNBC, October 7th, 2011.

Most macroeconomics of the past 30 years has been spectacularly use-
less at best and positively harmful at worst. 

Paul Krugman, Lionel Robbins lecture at the London School 
of Economics, June 10th, 2009. 

I have been increasingly moved to wonder whether my job is a job or a 
racket, whether economists, and particularly economic theorists, may 
not be in the position that Cicero ascribed to the augurs of Rome – 
that they should cover their faces or burst into laughter when they meet 
in the street. 

Frank Knight, Presidential address to the American Economic 
Association, 1950, quoted by Ronald Coase (winner of the 
Nobel Prize in Economics, 1991) in his ‘Essays on Economics 
and Economists’. 

Why did nobody see it coming?

Queen Elizabeth II, visiting the London School of Economics, 
November 4th, 2008.

To allow the market mechanism to be sole director of the fate of hu-
man beings and their natural environment …… would result in the 
demolition of society. 

Karl Polanyi, The Great Transformation, 1944.
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Her Majesty’s question was a good one and it is still, more than 10 
years after the event, unanswered. How is it that the worst crisis to hit 
the global economic and financial system since the Great Depression 
of the 1920-30s was not foreseen by the world’s central bankers and 
finance ministers and by the vast army of economists working in those 
institutions and in Academia?

There is a second question, which follows naturally from the first. It is: 
why is it that the recovery of the global economy from the Crisis has 
taken so long and has been so weak, in spite of the enormous monetary 
stimulus supplied by the central banks of the developed economies. 
This prolonged weakness is not supposed to happen. It directly contra-
dicts the preferred macroeconomic model used by the Federal Reserve 
in the USA, by the central banks of most of the other major developed 
economies and by their finance ministries. 

The central tenet of this theory says that economies are inherently self-
balancing: if economies are left to themselves, the natural operation of 
the free market will ensure that they will return automatically to stable 
equilibrium. Furthermore, recessions can always be avoided by simply 
increasing the money supply and lowering interest rates, leading to 
increased demand and consumption and increased capital investment 
by companies, generating a reliable virtuous circle, ensuring a return to 
a desirable equilibrium of renewed growth, falling unemployment and 
a renewed rise in living standards.

This, very obviously, has not happened. Growth rates in the developed 
economies and across the globe (with the possible, and possibly tem-
porary, exception of the USA) are significantly below their long-term 
average - and until recently were even in some cases negative - and 
debt, both private and public, is at unprecedented levels and contin-
ues to grow. Thus, the Economics ‘profession’ has failed twice over: 
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first, in failing to foresee the risk of, and to take steps to prevent, the 
catastrophe of the 2008 Crisis and, secondly, in failing to deliver a 
rapid recovery to durable growth, a recovery which, according to their 
models, should have been all the faster and stronger given the depth 
of the preceding recession and the unprecedented monetary stimulus 
applied to cure it. 

Yet the architects of the Crisis and of its now very lengthy troubled 
aftermath - not only those immediately responsible for it like Alan 
Greenspan, Lawrence Summers and Robert Rubin, and Alan 
Greenspan’s successor as Chairman of the United States Federal 
Reserve, Ben Bernanke, but the numerous macroeconomics pundits 
like Paul Krugman and Joseph Stiglitz (many of them, interestingly, 
winners of the Nobel Economics Prize) and the economists in the glob-
al economic institutions like the IMF and the World Bank at the time 
of the Crisis - continue to utter complacent, regretful musings on the 
pervasive low economic growth in the global economy and its failure 
to return to historic growth rates. 

Much worse, they continue to receive universal respect and attention. 
In spite of the catastrophic failure of their profession, macroeconomists 
have never had it so good. This is utterly undeserved. The Crisis com-
prehensively discredited not simply those immediately responsible for 
the debacle but the entire basis of any claim by economists to profes-
sional and intellectual authority and social usefulness. 

In the last few years the slow processes of the law have resulted in enor-
mous fines being paid by the banks whose uncontrolled activities trig-
gered the Crisis, with more than $320 billion extracted from them. 
Yes, the conduct of the banks was undoubtedly reprehensible (and in 
some cases criminal) but the architects of the Crisis – Alan Greenspan, 
Lawrence Summers, Robert Rubin and their successors like Ben 
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Bernanke - who were responsible for the regime of unfettered monetary 
free-for-all which led to the Crisis, are still enjoying life as free men. 

Even more deplorably, their comments and articles on the persisting 
dismal consequences of the Crisis continue to receive ready acceptance 
in the media and in the pages of respected and influential journals like 
the Financial Times, the New York Times and the Economist. The US 
Federal Inquiry of January, 2011, concluded that the Crisis was clearly 
foreseeable. So far from continuing to bask in widespread public re-
spect, these ‘experts’ should have been called to severe account for their 
comprehensive failure to discharge their principal fiduciary duty: the 
maintenance of financial and economic stability. 

The US financial markets were the epicenter of the 2008 Crisis. Ten 
years earlier, the Far Eastern crisis of 1998 and the ensuing Russian 
default had given rise to widespread panic in global financial markets 
which had been resolved in large part because of the global influence 
and calm persuasion of Greenspan, Summers and Rubin. At the time, 
in an adulatory article entitled ‘The Three Marketeers’ in its issue of 
February 15th, 1999, TIME magazine described these three as ‘The 
Committee to Save the World’. Most unfortunately, this uncritical 
faith in the omniscience and competence of these three and of their 
colleagues in the macroeconomics business still persists. 

Now that there is some more reflective distance from the 2008 Crisis and 
the actions - and lack of action - that triggered it have been well identi-
fied and analyzed, how is it that these guilty men managed to avoid even 
a limited calling-to-account for their failure? So far from discreetly retir-
ing from public life and vanishing into deserved obscurity they continue 
to pursue full and public professional lives very much as before. 

Yet behind their failure lay another much more serious and fundamen-
tal failure – a failure which has comprehensively discredited almost 
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the entire Economics profession. It was the failure of the dominant 
macroeconomic model long preferred by the financial authorities in 
most of the world and in much of Academia – the so-called Dynamic 
Stochastic General Equilibrium  model. It  was  uncritical  acceptance 
of this theory on the part of the world’s central banks and finance min-
istries, acting on the recommendations of their Economics advisers, 
that was the origin of the policy errors which led directly to the Crisis. 
It is macroeconomists, therefore, who bear the main responsibility for 
it. 

Many books have been written explaining the Crisis, most of them 
by economists for economists, or at least for those with a reasonable 
grounding in the opaque language used by economists. As fully paid-
up members of the Economics profession, many of the authors of these 
books have tended to exercise a considerable measure of professional 
etiquette and have down-played criticism of their professional col-
leagues. Fortunately, there have been admirable exceptions to this kid-
glove treatment in the shape of the Cassandras who predicted the Crisis 
and those few commentators who delivered deservedly harsh criticism 
of the performance of the ‘experts’ whose dereliction of duty led to it. 

This book is intended as a short personal take on and guide to the 
failures and fallacies of the Economics profession and economists, and 
particularly of the so-called macroeconomists, those who specialize in 
studying the interaction of the major factors which make up a devel-
oped economy - employment, growth, interest rates, inflation etc. - and 
who play a prominent role in advising governments and formulating 
the policies of central banks and finance ministries. It is also a criticism 
of the excessive and, on the basis of the evidence, mostly disastrous 
influence which macroeconomists have wielded and continue to wield 
and of the utterly unwarranted respect they still continue to enjoy. 
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Finally, I look at the future of macroeconomics and the growing evi-
dence in the work of a few economists and social thinkers that the 
main thrust of macroeconomic thinking is undergoing a decisive, wel-
come and overdue shift away from opaque abstraction towards engage-
ment with the real world. Importantly this shift is also a shift from 
socially unuseful, even dangerous, theorizing towards a concern with 
the real welfare of real human beings. In this, Economics is, after the 
two-hundred-and-fifty-year unrestrained dominance of the free mar-
ket, returning to moral and social roots it should never have left. 

Although my arguments apply to macroeconomics and macroecono-
mists in general, most of the focus is on the US economy and on the 
US Economics profession. The reason is not only that the US finan-
cial markets were the epicenter of the Crisis and that the US has a 
dominant role in the global economy, its policy actions reverberating 
throughout the world, but that the US dominates the Economics in-
dustry, not only in the numbers of practicing economists but also in 
academic Economics and in the formulation of the economic theories 
and models which central banks and ministries of finance around the 
world use to manage their countries’ economies. 

I am hopeful that this book can find a readership outside Economics 
and the finance industry. I have therefore used plain language and kept 
to the KISS principle; there is no mathematics. My aim has been to 
present simply the main themes of my argument but to include refer-
ences to the many relevant sources to enable those wishing to delve 
more deeply into specific aspects of the saga to do so. 

The macroeconomic ‘specialists’ have had a ringside seat in the arena of 
economic theory and practice and in the financial markets for several 
decades (indeed - and this is part of the problem - large numbers of 
them participate as a sort of tag team in the Economics policy ring, 
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moving in and out of official positions as advisers to governments from 
Academia or the finance industry). As noted above, their influence has 
been mostly malign, not to say disastrous, and the victims of the failure 
and errors of the Economics ‘profession’ include a large proportion of 
the global population. 

In truth, the experience of the last few decades and of the Crisis itself 
has provided conclusive proof that Economics is not and can never 
be a true science. The macroeconomists, self-appointed masters of the 
Economics universe, have proven to be little better than witch-doctors 
– shamans, pretending to a wisdom and expertise which they clearly 
don’t have, uttering their ritualistic mumbo-jumbo and issuing fore-
casts and urging policy recommendations which mostly turn out to 
be not only badly inaccurate and misguided but, as the Crisis demon-
strated, very dangerous. 

At last however several recent works indicate that macroeconomics is 
starting to shift its focus from the vacuous ‘angels-on-the-head-of-a-
pin’ theorizing which has absorbed the ‘profession’ for the last 70 years 
and to concern itself with the real welfare of real human beings. It is 
not a moment too soon. 

V

Chapter 1: The Golden Age. Part 1: The Golden Age of Growth and 
Part 2: The Golden Age of Macroeconomics - We Did It! sets the 
scene, with the strong steady growth of the 1980s and ‘90s stimulating 
a parallel boom in the size, prestige, influence and self-esteem of the 
Economics ‘profession’. 

Chapter 2: The Crisis of 2008. Part 1: Origins and Causes, sum-
marizes the major causes of the Crisis - uncontrolled credit, flawed 
risk assessment and extreme financial interdependency. Part 2: Effects 
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and Consequences, describes the Crisis and its short- and long-term 
effects: immediate global collapse followed by persistent stagnation, 
sky-high debt and policy impotence. 

Chapter 3: Whose Fault was It? Who Saw it Coming?, identifies 
the guilty parties and policies, including regulatory failure, a mistak-
en belief in unregulated free markets and the fundamental failure of 
the dominant economic model used by the US Federal Reserve and 
the world’s finance ministries and central banks. We Didn’t Do It! 
notes the ‘we’re not guilty’ arguments of the main culprits. Who Saw 
it Coming? identifies the few who did see it coming. 

Chapter 4: What went Wrong?: Postmortems and Lessons reviews the 
postmortem and ‘non mea culpa’ literature and the series of post-Crisis 
high-level conferences which have considered both the Crisis and its still-
developing consequences for macroeconomic thinking and policy. 

Chapter 5: What Are Macroeconomists For? questions the social use 
and purpose of macroeconomists. It looks at the policy advice process 
and the need for forecasts - through which economists come to influ-
ence the policies pursued by governments - and the shortcomings of 
the forecasting ‘science’. 

Chapter 6: Mathematics: Was Keynes a Muggle? describes the an-
nexation of Economics by mathematics, the flaws and failings of some 
of the abstract mathematical procedures used by economists and the 
confidence-trick consequence of this invasion. But at last: No more 
smoke and mirrors - Paul Romer’s paper skewering the malign math-
ematical domination of Economics. 

Chapter 7: Theories, Models and Orthodoxies looks at economic 
theorizing and analyses the inherent fallacies of the models on which 
economists base their forecasts and their policy recommendations. It 
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also notes the process by which particular theories devised by particular 
economists for particular circumstances acquire the status of dogmat-
ic orthodoxies, with alternative theories derided and suppressed. The 
origins, features and shortcomings of the dominant DSGE (Dynamic 
Stochastic General Equilibrium) model are described. The Fed’s sup-
pression of dissident macroeconomic theories is noted. 

Chapter 8: Multiple Economic Universes, Economics T.O.E. dis-
cusses the multiplicity of conflicting and contradictory macroeconom-
ic theories. 

Chapter 9: Blinded by Non-Science, disputes the claim that 
Economics is a ‘hard’ science, comparable to physics or chemistry, and 
describes the flawed use of statistics by economists. The contribution 
of Behavioral Economics is assessed. 

Chapter 10: The Pretence of Wisdom: the Nobel Prize in Economics 
discusses the unfortunate endorsement effect of the Nobel Economics 
Prize for the Economics ‘profession’ and considers the minor real sig-
nificance of most prizewinners’ contributions. 

Chapter 11: Dentists, Engineers, Plumbers and Novelists, discusses 
the various analogies for Economics which have been proposed, from 
Keynes’ dentists to Shiller’s engineers. Given the infinitely variable 
nature of economic behavior, economists should more accurately be 
viewed as novelists. 

Chapter 12: Where do we Go from Here?: Back to the Future looks 
at the encouraging signs that Economics is, at last, returning to moral 
and social considerations which it should never have abandoned. 

Conclusion: On the evidence of their track-record, macroeconomists 
have proved themselves to be no better than shamans and witchdoctors. 
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It is therefore high time for the respect still universally accorded to 
economists, and in particular to macroeconomists, to cease. 

V

Epilogue: The Corona Virus. This book was written before the onset 
of the Corona-19 virus. The virus is inducing a worldwide economic 
recession. Although the criticism levelled at macroeconomics in the 
book needs no qualification, macroeconomic theorizing is for the time 
being irrelevant. Longer-term, however, the virus is likely to reinforce 
the discrediting of the free market/growth-at-all-costs paradigm and 
to herald a seismic change in the structure and operation of developed 
economies, with lower but more equitable growth, a greater attention 
to industrial and social security of all kinds and, finally, a better rela-
tionship with the natural world. In this environment it will be no less 
necessary to scrutinize critically the theories and policy recommenda-
tions of macroeconomists. 



1

Chapter 1

W

1982-2008: The Golden Age

PART 1: THE GOLDEN AGE OF GROWTH

During more than two decades, from 1982 to 2007, the US economy 
and the World economy enjoyed a golden age of unprecedented sus-
tained growth with low inflation. This exceptional growth and stability 
came as a welcome change after the disastrous economic experience of 
the 1970s. In 1970, President Nixon, facing re-election in 1972, had 
taken the US$ off the gold standard and appointed Arthur Burns as 
Chairman of the Federal Reserve with instructions to stimulate the US 
economy. The result, with a bit of help from the quadrupling of the oil 
price after the OPEC embargo in 1974, was a severe recession, with 
inflation and unemployment both rising above 10%. Unemployment 
finally hit a high of 10.8% in December, 1982.

In 1979, Paul Volcker was appointed Chairman of the Fed by Jimmy 
Carter. His severely restrictive monetary regime, though very unpopu-
lar at the time, restored the US economy to health. Inflation fell steadi-
ly, laying the groundwork for a Golden Age of Growth. This golden 
age of growth was matched by a parallel golden age in the US Stock 
Market; the Dow rose from a low of 776.92 in 1982 to 13,264.82 at 
the close of 2007. 

Besides the strong action taken by Paul Volcker, several other factors 
contributed to the unprecedented gains in growth and in the financial 
markets during this period (and also to the steady decline in the rate of 
inflation). First, the pace of the IT revolution accelerated, generating a 
surge in productivity in the US, the economy of its birth. The enormous 
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increase in computing bang-for-the-buck, expressed in Moore’s law, 
helped to double US productivity from its level in the 1980s to 2005.1 

Secondly, the volume of world trade expanded strongly, helping to 
generate a surge in the growth of the global economy. The principle 
of free trade and the avoidance of protectionism was a key element in 
the global trade architecture adopted by the institutions set up by the 
major economic nations after the Second World War - the IMF, the 
General Agreement on Tariffs and Trade (GATT) and the World Trade 
Organization (WTO), which succeeded GATT in 1995. 

The free-trade principle reflected the universal recognition that the re-
cession of the late 1920s had metastasized into the Great Depression 
in large part due to the misguided resort to protectionism by the USA 
(Smoot-Hawley) and the other major trading nations. As the global 
economy recovered from World War II, national economies picked up 
and nations resumed trading with each other. This trend accelerated 
steadily: global exports of goods and services as a proportion of global 
GDP rose from 22.4% to 32.7% over the period from 1980 to 2008, 
with trade growth expanding at nearly twice the rate of GDP.2 

Another important factor contributing to the global expansion was the 
steady reduction in geo-political tension during the Golden Age. The 
Cold War between the USA (as leader of the western democracies) and 
the USSR had brought the world to the brink of open conflict with the 
Cuban missile crisis of 1963. Yet in 1990 the Soviet Union, unable to 
keep up the pretense of economic strength any longer, collapsed, along 
with the Berlin Wall, and democratic capitalism became the dominant 
economic and political system of the world. The removal of this major 
source of tension and uncertainty provided a solid geopolitical under-
pinning to the accelerating, growth-enhancing flows of trade and in-
vestment between the world’s nations. 
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One of the positive consequences of this détente was the emergence of 
the larger developing countries - Brazil, India and China, with Russia 
as a lesser member – to become significant trading nations and serious 
participants in the global economy, as producers of natural resources, 
as consumers and as recipients of foreign direct investment capital. 

A second, very positive, consequence of this growth was a fall, unprec-
edented in human history in its wide extent and size, in the proportion 
of the world’s population living in extreme poverty (reckoned in 1995 
to be an income of less than US$1 per day, now $1.90). Much of this 
fall was attributable to the explosive growth of China but the effect 
was widespread. It has continued since, with Africa now taking up the 
growth baton. According to updated Oxfam figures the proportion of 
the world’s population living in extreme poverty has halved over the 
past 15 years from 36% to 18%. 

There were a few hiccups along the way - some of the Far Eastern 
countries got into debt difficulties in 1998 arising from ill-conceived 
currency policies and Russia defaulted on its debt in the same year - but 
the steady positive trend of stronger growth in an open global economy 
was not derailed. 

Thus the global political and economic landscape seemed increasingly 
to confirm the spreading victory of liberal, democratic capitalism. The 
theories of Francis Fukuyama and Thomas Friedman, set out in their 
books, ‘The End of History’ and ‘The World is Flat’, proclaiming the 
final victory of liberal capitalist democracy as the prevailing political 
system under which humanity would henceforth live, met with almost 
universal agreement. 

Chapter 1, Part 1: Notes
1. Report by National Bureau of Economic Research, March, 2010.
2. Sources: IMF, WTO, UNCTAD.
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part 2: the golden age of macroeconomics:  
we did it!

‘The central problem of depression-prevention has been solved, for all 
practical purposes…’ Robert Lucas, winner of the Nobel Economics 
Prize in 1995, in his address, January, 2003, as the Association’s 
President, to the American Economic Association.

‘Economic science had solved the great problems of recession and de-
pression … monetary and fiscal policy could get us out of almost any 
hole …. and as an added dividend both monetary and fiscal policy could 
even be fine-tuned to engineer permanently low unemployment and 
permanently high output.’ George Akerlof and Robert Shiller, describ-
ing the professional confidence of Paul Samuelson, in Animal Spirits, 
February, 2010.

‘The state of macro[economics] is good.’ Olivier Blanchard, then at 
MIT, later Chief Economist at the IMF, in a paper on The Future of 
Macroeconomics, August, 2008. 

Hand-in-hand with the Golden Age of economic growth flourished 
a parallel Golden Age: a Golden Age for economists and in particular 
for macroeconomists, those responsible for defining and shaping the 
economic policies followed by governments. As the global economy 
grew strongly and steadily during the 25 years after the inflationary 
1970s and stock markets across the world racked up continuous 15% 
p.a. gains, the Economics profession enjoyed a parallel spectacular ex-
pansion. As the positive effects of what has come to be called the Great 
Moderation spread, its golden aura radiated ever more widely to en-
velop and stimulate the entire Economics profession, in Academia, in 
finance and business and in the media. 
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Academia

In Academia the major universities offering degrees in Economics, saw 
their student enrolments soar. Between 1980 and 2005, the numbers of 
undergraduates taking Economics as a major at the leading Economics 
colleges (Yale, Harvard, MIT, Princeton, Chicago) more than dou-
bled. There was a parallel explosion in the numbers of students se-
lecting finance (including financial mathematics, model-building and 
number-crunching) as their degree course.1 

Finance and Business 

At the same time, as the influence of the Economics profession grew, it 
became essential, for banks and major corporations with any ambition 
to being considered competent and up-to-date, to create and/or expand 
departments dedicated to economic analysis. These departments served 
a dual purpose: they were not only a demonstration of a commitment to 
competent analysis with the aim of improving the management of their 
institutions and of their clients’ businesses and investments2, they also 
acted as effective publicity for their companies via exposure on television 
and other media channels. Correspondingly, the demand for Economics 
graduates with the appropriate academic qualifications soared.

The Financial Media

As the Great Moderation progressed this demand was given a further 
strong boost by the creation and explosive growth of media coverage of 
the world’s financial markets, particularly on television. CNBC, offer-
ing continuous reporting and comment on the US and global financial 
markets, was launched in April, 1989. The channel added Asian cover-
age in 1995 and European in 1996. Bloomberg TV, an extension of 
the globally-dominant data-analysis terminal service used by financial 
market professionals, was launched in January, 1997. 
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Between them these networks now have more than 500 million sub-
scribers worldwide and deliver informed comment on developments in 
the global economy and geopolitics (plus, in the case of Bloomberg, a 
comprehensive analytical database for market professionals) on an ef-
fective 24 hour-per-day basis. In April, 1994, the Guide to the World 
Wide Web, created by Jerry Yang and David Filo and providing real-
time stock- and news-monitoring geared mainly to individual private 
investors, was renamed Yahoo. The company went public in April, 
1996 and the stock went up more than 15 times in less than 4 years. 

Global financial markets had for some while been operating on a vir-
tual 24-hour schedule during the business week, with the major banks 
and financial institutions present in Hong Kong, Singapore or Tokyo 
in the Far East, in London in the European time-zone and in New York 
in the USA. Thus an institution’s trading book could be handed over 
from the Far Eastern markets to London and Europe and then to New 
York in the course of the global business day. 

The matching 24-hours-per-day media coverage of global financial 
markets generated a corresponding continuous demand for content. 
Professional economists, both in Academia and in the major financial 
institutions, found themselves in great demand for views and informed 
comment on developments in the financial markets, on official finan-
cial data releases, on government policy and on the market reactions to 
all these items.3 

The Political Angle 

Politicians have always needed guidance in their management of the 
economies of their countries, since most of them have little or no ex-
perience of business, let alone Economics. In the past, before the as-
cendancy and spread of Economics, the economic advice available to 
governments was limited, reflecting the primitive state of economic 
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thinking. The Great Depression of the 1920s and ‘30s and the devasta-
tion and human misery it caused led to an intense focus on the need 
to identify both the reasons for the crisis and possible solutions to the 
wretched conditions it produced. It was as a reaction and response to 
the human misery of the Great Depression that John Maynard Keynes 
wrote his great work ‘The General Theory of Employment, Interest 
and Money’. His book, published in 1936, has come to be regarded as 
the foundation of macroeconomics. 

Professional Associations and Economics Journals 

The explosive growth in the Economics business during the last few 
decades of the last century was also reflected in the parallel rise in two 
other indicators: membership of Economics professional bodies and 
associations and the number and range of the professional journals de-
voted to Economics and, later, to specialized subsidiary branches of the 
subject. 

• Professional Associations 

The premier US association for professional economists, the American 
Economic Association, was formed in 1885. The explosive growth in 
the number of professional economists, both in Academia and in busi-
ness and finance saw its numbers triple from 6,936 in 1950 to 21,578 
in 1990. During the years following the World War II, the continued 
growth in the range and influence of Economics led to a similar in-
crease both in the creation of associations specializing in sub-branches 
of Economics and in their membership numbers. 

• Economics Journals 

The growth in Economics over the last 60 years also led to an explo-
sion in the number of professional journals dedicated to the ‘science’. 
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Much earlier the American Economic Association had published an 
economic journal in 1886. The Association then launched Economic 
and Quarterly Bulletins in 1908 and in 1911 absorbed these into the 
American Economic Review, probably the most respected and influ-
ential of the now very large number of professional Economics journals. 

Econometrica, the journal of the Econometric Society, formed in 
December, 1930 with a rollcall of the most eminent economists of the 
day as founders and early members (Keynes, Pigou, Lionel Robbins, 
etc.), was launched in 1933. Other early Economics journals include: 
the Economic Journal (1891), the Journal of Political Economy 
(1892), the Quarterly Journal of Economics, (1886), the Review 
of Economics and Statistics (1919) and the Review of Economic 
Studies (1933). Judged by the frequency of citations of articles in these 
journals, these are the most authoritative professional Economics jour-
nals but there are many others.4 

In the decades after World War II the number of professional Economics 
journals proliferated in parallel with the explosive growth of the subject 
in Academia and in government, finance and business. JSTOR, the 
digital library of academic and specialist journals, formed in 1995 to 
facilitate digital access to professional periodicals by academic institu-
tions worldwide, now lists 166 journals under the heading ‘Economics’, 
most of them launched from 1960 onwards. 

A study of the journals launched since 1960 shows the increasing spe-
cialization of Economics and confirms the subject’s growing influence. 
This occurred both in the real world and in Academia, since a growing 
number of the new journals focus on, and are clearly a response to the 
growth of, specialist sub-branches of Economics. 

This trend is demonstrated by the American Economic Association’s 
decision to launch a number of new journals. In addition to its major, 
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original journal, the American Economic Review, the Association 
launched in 2009 four additional journals focusing on Applied 
Economics, Economic Policy, Macroeconomics and Microeconomics. 
Other earlier launches include two journals on aspects of Economics: 
the Journal of Economic Literature (launched 1969) and the Journal of 
Economic Perspectives (launched 1987). Both of them are influential 
and enjoy high article-citation impact. 

But this is just the tip of a massive iceberg. The ever-expanding number 
of Economics journals now include, for example: the Journal of Financial 
Economics, the Journal of Economic Behavior and Organization, the 
Journal of Finance (published by the AEA since 1974), the Real World 
Economic Review, the Journal of Economic Modeling, the Journal of 
Economic Education and many, many others. 

Statistics

Another related academic subject also enjoyed a parallel boom in 
growth: Statistics. Statistics plays a very significant, even dominant, 
role in the methodology of macroeconomics5. Most of the forecasts 
and ‘deductions’ of macroeconomics rely on supposedly valid statis-
tically-significant historical correlations. The explosive growth in the 
study of Economics was matched by a parallel boom in the study 
of Statistics. The professional body representing statisticians, the 
American Statistical Association, formed in 1839, saw its member-
ship grow from 3,000 in 1939 to a present figure in excess of 19,000. 

We Did It! Economists Believe their own Publicity 

As the 2000s succeeded the ‘90s, the Economics profession entered the 
new century with an exalted and seemingly well-justified confidence 
in the effectiveness and relevance of the profession and in the superior 
competence of its practitioners. 
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With the global economy continuing to grow strongly, economists, 
led by macroeconomists and government economic advisers, saw their 
public exposure, prestige and official influence soar. From there it was 
a short and natural step for them to claim responsibility for the rise 
in global prosperity. Eager to grab any opportunity to claim credit for 
positive economic news, economists began to believe that the steady 
expansion in growth and the steady rise in global stock markets of 
the Great Moderation, unprecedented though these were, could rightly 
and deservedly be attributed to their exceptional wisdom and expertise. 

This complacent belief in their own excellence was expressed most 
succinctly in the quotation by Robert Lucas cited at the head of this 
Chapter. It seemed to macroeconomists perfectly reasonable and jus-
tifiable to give themselves a great big public pat on the back. After all, 
they had solved the central problem of Economics (and the key policy 
problem facing governments) - generating steady, non-inflationary 
growth. 

As noted, in February, 1999, Alan Greenspan, Lawrence Summers 
and Robert Rubin were hailed, in an adulatory cover article in TIME 
magazine, as ‘The Committee to Save the World’ for their action to 
avert market disorder following the collapse of the hedge fund Long 
Term Capital Management (LTCM) in September, 1998, due to the 
fund’s extreme leverage in a wide variety of flawed derivative positions. 

This public applause further encouraged the ready assumption by 
economists that the methods and practice of Economics had attained 
a level of explanatory and predictive reliability which thoroughly justi-
fied their enhanced public status and prestige. In short, economists 
everywhere began to believe their own publicity. 

Unfortunately this complacent confidence in the expertise of econo-
mists was taken up uncritically and enthusiastically by politicians (who 
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were happy to climb on the band-wagon), commentators (who should 
have known better) and in turn the general public. In the end it was, 
as ever, the latter - you and me - who were to be the fall-guys when the 
worst financial crisis since the Great Depression struck in 2008. 

Chapter 1, Part 2: Notes
1. According to a report in the Economist, cited by Alan Greenspan in his book 

‘The Map and the Territory’, by 2007 a quarter of all graduates of the California 
Institute of Technology were entering finance.

2. A comment at the time (in an article by W.L Linden published in January, 1991, 
in Forbes magazine) gives a flavor of the management/partner attitude. ‘Having 
an in-house economist became for many business people something like having 
a resident astrologer for the medieval royal court: I don’t quite understand what 
this fellow is saying but there must be something to it.’

3. During this period another practice from the world of investment management 
became increasingly widespread and was rapidly institutionalized, increasing the 
media exposure of the financial and economic world: the practice of making, 
towards the end of each year, public forecasts of various key market and eco-
nomic indicators for the coming year - the level of stock markets, exchange rates, 
growth and inflation rates, interest rates etc. Every bank, investment manage-
ment firm and mutual fund, besides many independent advisory firms, contrib-
uted predictions. These were, and still are, widely publicized in league tables of 
predictive forecasts in the Wall Street Journal, Barron’s and other financial sector 
journals. They further increased the media exposure of Economics and econo-
mists (though the chief result has been to demonstrate the lamentable predictive 
competence of these experts, even for very short-term predictions). 

4. The journals cited are all USA-based but similar journals were launched in 
the major developed economies during the same period: e.g. Economica 
(UK, 1921), Revue d’Histoire Economique et Sociale (France, 1913), Kyoto 
Economic Review (Japan, 1926). 

5. See Chapter 9 on the fallacies in the use of statistics in Economics. 


