1. When Olivier Blanchard, Robert Lucas and Ben Bernanke made their positive comments on the state of economic theory and when James Galbraith pointed the major problems in economic theory? 
2. Krugman stated: 

Few economists saw our current crisis coming, but this predictive failure was the least of the field’s problems. More important was the profession’s blindness to the very possibility of catastrophic failures in a market economy. During the golden years, financial economists came to believe that markets were inherently stable — indeed, that stocks and other assets were always priced just right. There was nothing in the prevailing models suggesting the possibility of the kind of collapse that happened last year.
If I lecture according to a textbook, would you be able to assess “the possibility of the kind of collapse that happened last year”? 

3. And in the wake of the crisis, the fault lines in the economics profession have yawned wider than ever. Lucas says the Obama administration’s stimulus plans are “schlock economics,” and his Chicago colleague John Cochrane says they’re based on discredited “fairy tales.” In response, Brad DeLong of the University of California, Berkeley, writes of the “intellectual collapse” of the Chicago School, and I myself have written that comments from Chicago economists are the product of a Dark Age of macroeconomics in which hard-won knowledge has been forgotten.

What is your opinion? 

4. Mistaken beauty for truth? What is beauty? Why people feel something is more beautiful than other thins? Are current economic theories beautiful? 
5. It’s much harder to say where the economics profession goes from here. But what’s almost certain is that economists will have to learn to live with messiness. That is, they will have to acknowledge the importance of irrational and often unpredictable behavior, face up to the often idiosyncratic imperfections of markets and accept that an elegant economic “theory of everything” is a long way off. In practical terms, this will translate into more cautious policy advice — and a reduced willingness to dismantle economic safeguards in the faith that markets will solve all problems.   
The fact is that the current theories are messy. If we read any theoretical paper, mathematical models are extremely complex and opaque. We will show an elegant and beautiful theory that is much more consistent with reality. 
6. “Natural” level of unemployment? In a region where its resources are in great demand, such as Fort St John several years ago, what is the natural rate of unemployment? In a region where its resources are in little demand, such as Mackenzie right now, what is the natural rate of unemployment? Economic conditions fluctuate often and strong enough to make the concept of natural level of unemployment unreliable in policy making. 
7. Of course, there were exceptions to these trends: a few economists challenged the assumption of rational behavior, questioned the belief that financial markets can be trusted and pointed to the long history of financial crises that had devastating economic consequences. But they were swimming against the tide, unable to make much headway against a pervasive and, in retrospect, foolish complacency.

Just complacency?  Dissent ideas are consistently and actively suppressed by kicking out those with different ideas. 
From James Galbraith: 

Why is this so? The reason is fairly clear. Leading active members of today's economics profession, the generation presently in their 40s and 50s, have joined together into a kind of politburo for correct economic thinking. As a general rule--as one might expect from a gentleman's club--this has placed them on the wrong side of every important policy issue, and not just recently but for decades. ... And when finally they sense that some position cannot be sustained, they do not re-examine their ideas. Instead, they simply change the subject. No one loses face, in this club, for having been wrong. No one is disinvited from presenting papers at later annual meetings. And still less is anyone from the outside invited in. 

8. The state of financial theory: With the ongoing financial crisis, financial theory has been under serious attack, especially portfolio theory, CAPM and derivative theories. As the negative perspectives of these theories have been discussed widely in media, if not in formal textbook books, I will concentrate on the positive sides. 
First, all these theories are empirical testable. 

Second, these mathematical theories are extendable. From portfolio theory to CAPM to derivative theory, to a production theory we will introduce later. 
On practical side, see On Derivative Securities

9. the new leaders of the movement, especially Edward Prescott, who was then at the University of Minnesota (you can see where the freshwater moniker comes from), argued that price fluctuations and changes in demand actually had nothing to do with the business cycle. Rather, the business cycle reflects fluctuations in the rate of technological progress, which are amplified by the rational response of workers, who voluntarily work more when the environment is favorable and less when it’s unfavorable. Unemployment is a deliberate decision by workers to take time off.

Put baldly like that, this theory sounds foolish — was the Great Depression really the Great Vacation? And to be honest, I think it really is silly. But the basic premise of Prescott’s “real business cycle” theory was embedded in ingeniously constructed mathematical models, which were mapped onto real data using sophisticated statistical techniques, and the theory came to dominate the teaching of macroeconomics in many university departments. In 2004, reflecting the theory’s influence, Prescott shared a Nobel with Finn Kydland of Carnegie Mellon University.

Casey Mulligan suggests that unemployment is so high because many workers are choosing not to take jobs: “Employees face financial incentives that encourage them not to work . . . decreased employment is explained more by reductions in the supply of labor (the willingness of people to work) and less by the demand for labor (the number of workers that employers need to hire).” Mulligan has suggested, in particular, that workers are choosing to remain unemployed because that improves their odds of receiving mortgage relief. 

Have someone who has family members or friends laid off? What do you think? 
Business cycles and fixed assets: The ones with the biggest fixed assets are the ones hit hardest. People in the highest paid professions are the most unwilling to switch to other careers. 
10. It’s much harder to say where the economics profession goes from here. But what’s almost certain is that economists will have to learn to live with messiness. That is, they will have to acknowledge the importance of irrational and often unpredictable behavior, face up to the often idiosyncratic imperfections of markets and accept that an elegant economic “theory of everything” is a long way off.

It will be a long time, if ever, before the new, more realistic approaches to finance and macroeconomics offer the same kind of clarity, completeness and sheer beauty that characterizes the full neoclassical approach. 

The vision that emerges as the profession rethinks its foundations may not be all that clear; it certainly won’t be neat; but we can hope that it will have the virtue of being at least partly right. 
From James Galbraith:
The reduction of many of today's leading economists to footnote status is overdue. But would those economists recognize a theoretical revolution if one were to occur? One is entitled to doubt it. Being right doesn't count for much in this club.

Mammals had existed for a long time before dinosaurs, the dominant species that time, died out. A new theory has existed for some time before the neoclassical theory loses its tight grip.  
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