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Sargent (1996 JME) “Expectations and the Nonneutrality of Lucas”

In the early 70’s, I thought that Modigliani, Solow, and Tobin - our heroes in those
days - were missing the boat by resisting the intrusion of rational expectations into
macroeconomics |. . .|

For better or worse, the best young scholars are always attracted to the technical
high ground [...] The loyalty of those young scholars [...] was not to a particu-
lar macroeconomic model but to following where technicalities and data impelled.
They accepted Lucas’s interpretation of the Phillips curve, and started working

with the new equilibrium concept of rational expectations.
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