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MACROECONOMICS

FIRST HALF —ECONOMIC GROWTH
A. THE SOLOW MODEL

*Romer, David. 2006. Advanced Macroeconomics. Third edition. New Y ork: McGraw-Hill.
Chapter 1.

Solow, Robert M. 1956. “A Contribution to the Theory of Economic Growth.” Quarterly
Journal of Economics 70 (February): 65-94.

B. THE RAMSEY-CASS-KOOPMANS MODEL

* Romer, Advanced Macroeconomics, Chapter 2, Part A.

Barro, Robert J., and Xavier Sala-i-Martin. 2004. Economic Growth. Second edition.
Cambridge: MIT Press. Chapter 2 and Appendix A.3 (at end of book).

Obstfeld, Maurice. 1992. “Dynamic Optimization in Continuous-Time Economic Models (A
Guide for the Perplexed).” Unpublished paper, University of California, Berkeley
(April). Part 1.

C. THE DIAMOND OVERLAPPING-GENERATIONS MODEL

* Romer, Advanced Macroeconomics, Chapter 2, Part B.

Diamond, Peter A. 1965. “Nationa Debt in a Neoclassical Growth Model.” American
Economic Review 55 (December): 1126-1150.

D. ENDOGENIZING GROWTH

* Romer, Advanced Macroeconomics, Chapter 3, Part A.

*Romer, Paul M. 1990. “Endogenous Technological Change.” Journal of Political Economy
98 (October, Part 2): S71-S102.



Lucas, Robert E., Jr. 1988. “On the Mechanics of Economic Development.” Journal of
Monetary Economics 22 (July): 3-42.

Jones, Charles|. 2005. “Growth and Ideas.” In Philippe Aghion and Steven Durlauf, eds.,
Handbook of Economic Growth (Amsterdam: Elsevier), Vol. 1B, 1063-1111.

*Kremer, Michael. 1993. “Population Growth and Technological Change: One Million B.C. to
1990.” Quarterly Journal of Economics 108 (August): 681-716.

E. CROSS-COUNTRY INCOME DIFFERENCES
* Romer, Advanced Macroeconomics, Chapter 3, Part B.

*Hall, Robert E., and Charles|. Jones. 1999. “Why Do Some Countries Produce So Much
More Output per Worker than Others?” Quarterly Journal of Economics 114
(February): 83-116.

Klenow, Peter J., and Andrés Rodriguez-Clare. 1997. “The Neoclassical Revival in Growth
Economics: Has It Gone Too Far?” NBER Macroeconomics Annual 12: 73-103.

Hsieh, Chang-Tal, and Peter J. Klenow. 2007. “Relative Prices and Relative Prosperity.”
American Economic Review 97 (June): 562-585.

* Acemoglu, Daron. 2003. “Why Not a Political Coase Theorem? Socia Conflict,
Commitment and Politics.” Journal of Compar ative Economics 31 (December): 620-
652.

Parente, Stephen L., and Edward C. Prescott. 1999. “Monopoly Rights. A Barrier to Riches.”
American Economic Review 89 (December): 1216-1233.

*Glaeser, Edward L., Rafael La Porta, Florencio Lopez-de-Silanes, and Andrel Shleifer. 2004.
“Do Ingtitutions Cause Growth?’ Journal of Economic Growth 9 (September): 271-
303.

Acemoglu, Daron, Simon Johnson, and James A. Robinson. 2001. “The Colonial Origins of
Comparative Development: An Empirical Investigation.” American Economic Review
91 (December): 1369-1401.

Albouy, David. 2008. “The Colonia Origins of Comparative Development: An Investigation
of the Settler Mortality Data.” Unpublished paper, University of Michigan (January).

Barro, Robert J., and Xavier Sala-i-Martin. 2004. Economic Growth. Second edition.
Cambridge: MIT Press. Chapters 10-12.
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F. THE UNITED STATES SLONG-RUN FISCAL PROSPECTS

* Auerbach, Alan J., Jason Furman, and William G. Gale. 2007. “Still Crazy after All These
Years. Understanding the Budget Outlook.” Tax Notes 115 (May 21): 765-778.

Congressiona Budget Office. 2007. The Long-Term Budget Outlook (December).

SECOND HALF -BUSINESSCYCLES
Main textbook: David Romer, 2005. Advanced M acroeconomics. 3 edition. McGraw-Hill.

Recommended textbooks:

Carl Walsh, 2003. Monetary Theory and Policy. MIT Press.

Robert Lucas, 1991. Sudiesin Business-Cycle Theory. MIT Press.

N. Gregory Mankiw and David Romer, (eds.), 1991. New Keynesian Economics. MIT Press,

Olivier Blanchard and Stanley Fischer. 1989. Lectures on Macroeconomics. MIT Press.

Michael Woodford, 2003. Interest and Prices. Princeton University Press.

Maurice Obstfeld and Kenneth Rogoff, 1996. Foundations of International Macroeconomics.
MIT Press.

Roger Farmer, 1999. The Macroeconomics of Self-Fulfilling Prophecies, 2™ ed. MIT Press.

A. OVERVIEW

*Romer, sections 4.1, 4.2, 5.5.

Walsh, Chapter 1.

*Robert Lucas, 1977. “Understanding Business Cycles,” Carnegie-Rochester Conference Series
on Public Policy 5: 7-29.

* James Stock and Mark Watson, 1999. “Business Cycle Fluctuations in U.S. Macroeconomic
Time Series,” Handbook of Macroeconomics, Chapter 1.

Robert Barsky and Jeffrey Miron, 1989. “The Seasonal Cycle and the Business Cycle,” Journal
of Political Economy 97 (3): 503-534.

Milton Friedman and Anna Schwartz, A Monetary History of the United States, 1867-1960.
Princeton University Press, 1963. (Especially ch. 7.)

James Stock and Mark Watson, 2002. “Has the Business Cycle Changed and Why?' NBER
Macroeconomics Annual 2002, 159-218.



B. COMPETITIVE EQUILIBRIUM BUSINESS-CYCLE MODELS

1. Overview, Basic I ssues, Log-Linearization

*Romer 4.2-4.7.

*Harold Uhlig, “A Toolkit for Analyzing Nonlinear Dynamic Stochastic Models Easily,” in
Marimon and Scott (eds.), Computational Methods for the Sudy of Dynamic Economies.
Available at |http://www.wiwi.hu-berlin.defwpol/html/toolkit/tool kit.pdf |

*Miles Kimball, 2004. Real Busi ness CcheTheorv A Semi parametrlc Approach, Chapter 10.
Available at [http: : » 4.nd

Obstfeld and Rogoff, 7 4 (esp. 7. 4 3)

Olivier Blanchard and Charles Kahn, 1980. “The Solution of Linear Difference Models under
Rational Expectations,” Econometrica 48(5): 1305-1311.

2. Complete Models and Calibration

*Robert King, Charles Plosser and Sergio Rebelo, 1988. “Production, Growth and Business
Cycles: I. The Basic Neoclassical Model,” Journal of Monetary Economics 21 (2-3):
195-232.

Robert King and Sergio Rebelo, 1999. “Resuscitating Real Business Cycles,” Handbook of
Macroeconomics, Chapter 14.

Thomas Cooley and Edward Prescott, 1995. “Economic Growth and Business Cycles,” in
Cooley, ed., Frontiers of Business Cycle Research (Princeton: Princeton University
Press), Chapter 1.

3. Discussion and Evaluation

*Romer, 4.8-4.10.

*Timothy Cogley and James Nason, 1995. “Output Dynamics in Real-Business-Cycle Models,”
American Economic Review 85(3): 492-511.

*Julio Rotemberg and Michael Woodford, 1996. “ Real-Business-Cycle Models and the
Forecastable Movements in Output, Hours, and Consumption,” American Economic
Review 86(1): 71-89.

Lawrence Summers, 1986. “ Some Skeptical Observations on Real Business Cycle Theory,”
Federal Reserve Bank of Minneapolis Quarterly Review, Fall 1986.

Edward Prescott, 1986. “Response to a Skeptic,” Federal Reserve Bank of Minneapolis
Quarterly Review, Fall 1986.

Sergio Rebelo, 2005. “Real Business Cycle Models: Past, Present and Future,” Scandinavian
Journal of Economics 107(2): 217-238.

Charles Plosser, 1989. “Understanding Real Business Cycles,” Journal of Economic
Per spectives 3(3): 51-77.

N. Gregory Mankiw, 1989. “Real Business Cycles. A New Keynesian Perspective,” Journal of
Economic Per spectives 3(3): 79-90.

4. Variable Factor Utilization
* Jeremy Greenwood, Zvi Hercowitz and Gregory W. Huffman, 1988. “Investment, Capacity
Utilization, and the Real Business Cycle,” American Economic Review 78(3): 402-417.
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http://www.wiwi.hu-berlin.de/wpol/html/toolkit/toolkit.pdf
http://www.umich.edu/~mkimball/Econ611/book-ec611-2004.pdf

Craig Burnside and Martin Eichenbaum, 1996. “ Factor-hoarding and the Propagation of
Business-cycle Shocks,” American Economic Review 86(5):1154 -1174.

5. RBC Modelswith Non-Neoclassical Features

Marianne Baxter and Robert King, 1991. “Productive Externalities and the Business Cycle,”
unpublished manuscript. Available at
http://www.minneapolisfed.org/research/DP/DP53.pdf|

*Julio Rotemberg and Michael Woodford, 1995. “Dynamic General Equilibrium Models with
Imperfectly Competitive Product Markets,” in Cooley, ed., Frontiers of Business Cycle
Research, Chapter 9. (Also available as NBER WP 4502).

6. Multiple Equilibria

Farmer, Chapters 7 and 8.

*Roger Farmer and Jang-Ting Guo, 1994. “Real Business Cycles and the Animal Spirits
Hypothesis,” Journal of Economic Theory 63(1): 42-72.

*Russell Cooper and Andrew John, 1998. “Coordinating Coordination Failuresin Keynesian
Models,” Quarterly Journal of Economics 103(3): 441-463.

John Bryant, 1983. “A Simple Rational-Expectations Keynes-Type Model,” Quarterly Journal
of Economics 98(3): 525-528.

* Susanto Basu and John Fernald, 1997. “Returns to Scale in U.S. Production: Estimates and
Implications,” Journal of Political Economy 105(2): 249-283.

7. Macroeconomics and the Labor Market (time per mitting)

*Romer, 9.1-9.4, 9.6-9.9

*Gary Hansen and Randall Wright, 1992. “The Labor Market in Real Business Cycle Theory,”
Federal Reserve Bank of Minneapolis Quarterly Review, Spring 1992,

Katharine Abraham and John Haltiwanger, 1995. “Rea Wages and the Business Cycle,”
Journal of Economic Literature 33(3): 1215-1264.

Michelle Alexopoulos, 2004. “Unemployment and the Business Cycle,” Journal of Monetary
Economics 51(2): 277-298.

Robert Hall, 2005. “Employment Fluctuations with Equilibrium Wage Stickiness,” American
Economic Review 95 (1): 50-65.

Olivier Blanchard and Lawrence Katz, 1997. “What We Know and Do Not Know About the
Natural Rate of Unemployment,” Journal of Economic Perspectives 11(1): 51-72.

C. MONETARY BUSINESSCYCLES

1. Staggered Price Setting

*Romer, Chapter 6.

Woodford, Sections 3.1 and 3.2.

Walsh, Chapter 5.

Laurence Ball and David Romer, 1990. “Real Rigidities and the Non-Neutrality of Money,”
Review of Economic Studies 57 (2): 183-203.
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http://www.minneapolisfed.org/research/DP/DP53.pdf

*Mark Bils and Peter Klenow, 2004. “ Some Evidence on the Importance of Sticky Prices,”
Journal of Palitical Economy 112(5): 947-985.

Miles Kimball, 1995. “ The Quantitative Analytics of the Basic Neomonetarist Model,” Journal
of Money, Credit and Banking 27(4): 1241-1277.

V.V. Chari, Pat Kehoe and Ellen McGrattan, 2000. “ Sticky-Price Models of the Business Cycle:
Can the Contract Multiplier Solve the Persistence Problem?’ Econometrica 68(5): 1151-
1179.

2. Propagation and Delayed Effects of Shocks

Woodford Section 3.2-3.3 and Chapter 5

*Christina Romer and David Romer, 2004. “A New Measure of Monetary Shocks: Derivation
and Implications,” American Economic Review 94 (4): 1055-1084.

* Lawrence Christiano, Martin Eichenbaum, and Charles Evans, 2005. “Nominal Rigidities and
the Dynamic Effects of a Shock to Monetary Policy,” Journal of Political Economy 113
(2): 1-45.

3. Effects of Real Shocks

3.a. Technology shocks

*Jordi Gali, 1999. “Technology, Employment, and the Business Cycle: Do Technology Shocks
Explain Aggregate Fluctuations?’ American Economic Review 89(1): 249-271.

Susanto Basu, John Fernald, and Miles Kimball, 2006. “Are Technology |mprovements
Contractionary?’ American Economic Review 96 (5): 1418-1448.

Paul Beaudry and Franck Portier, 2006. “ Stock Prices, News, and Economic Fluctuations,”
American Economic Review 96 (4): 1293-1307.

Jeremy Greenwood; Zvi Hercowitz; Per Krusell, 1997. “Long-Run Implications of |nvestment-
Specific Technological Change,” American Economic Review 87(3): 342-362.

3.b. Fiscal shocks

*Romer, Sections 11.1-11.3

*Valerie Ramey and Matthew Shapiro, 1998. “Costly Capital Reallocation and the Effects of
Government Spending,” Carnegie-Rochester Conference Series on Public Policy 48,
145-194.
*Christina Romer and David Romer, 2007. “The Macroeconomic Effects of Tax Changes:
Estimates Based on aNew Measure of Fiscal Shocks,” unpublished manuscript.
Olivier Blanchard and Roberto Perotti, 2002. “An Empirical Characterization of the Dynamic
Effects of Changes in Government Spending and Taxes on Output,” Quarterly Journal of
Economics 117 (4): 1329-1368.

Marianne Baxter and Robert King, 1993. “Fiscal Policy in General Equilibrium,” American
Economic Review 83(3): 315-334.

Christopher House and Matthew Shapiro, 2006. “Phased-in Tax Cuts and Economic Activity,”
American Economic Review 96(3): 1835-1849.



D. THEORY OF ECONOMIC POLICY

1. Optimal Policy

* Romer, Chapter 10.

Woodford, Sections 4.2, 6.1-6.2.

Walsh, Chapter 11.

Richard Clarida, Jordi Gali, and Mark Gertler, 1999. “The Science of Monetary Policy: A New
Keynesian Perspective,” Journal of Economic Literature 37 (4): 1661-1707.

Mervyn King, 2005. “What Has Inflation Targeting Achieved?’ in The Inflation-Targeting
Debate, Ben Bernanke and Michael Woodford, eds., University of Chicago Press.

Chari, V. V., and P. Kehoe. “Optimal Fiscal and Monetary Policy,” Federal Reserve Bank of
Minneapolis Saff Report 251 (July 1998).

2. Time I nconsistency

*Romer 10.4-10.6.

Woodford, Sections 7.2-7.3.

Walsh, Chapter 8.

Finn Kydland and Edward Prescott, 1977. “Rules Rather than Discretion: The Inconsistency of
Optimal Plans,” Journal of Political Economy 85(3): 473-492.

David Romer, 1993. “Openness and Inflation: Theory and Evidence,” Quarterly Journal of
Economics 108(4): 869-903.
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