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Table 2.2 Four kinds of human rationality

Kind of rationality Schools, individuals

(a) Unbounded rationality Rational expectations, general equilibrium theory, efficient-
market hypothesis, DSGE models, Lucas, Arrow, Woodford

(b) Bounded optimization Pseudo-behaviourists, search theory, Stigler, Sargent

(¢) Cognitive illusions Heuristics and bias, Kahneman, Camerer, Thaler, Smith,
Akerlof, Shiller

(d) Environment-consistent Keynes, Gigerenzer, Earl, Simon and the Carnegie School,

rationality Katona and the Michigan School, Nelson and Winter and

evolutionary economics, Lutz and humanistic economics,
Oxford price studies
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2.2.27 ENVIRONMENT-CONSISTENT RATIONALITY
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