Macroeconomics III (2008)

I Growth Theory: theory and evidence
(Francesco Daveri e Mario Menegatti)

Syllabus and class list (Revised: November 13, 2007) - Course description and requirements
The neoclassical growth model is the necessary toolkit to understand the facts and the determinants of economic growth. As such, it is often considered too abstract to analyze real world issues. This short course shows that this is not the case.

The course also examines endogenous growth theory showing its main features and conclusions.

Topics

Menegatti

- Endogenous growth in a model with exogenous saving rate

- AK growth model

- One-sector models with human capital

- Models with learning by doing and knowledge spillovers

- Models with an expanding variety of products
Daveri

- The facts of growth

- Testable predictions from neoclassical growth theories

- Cross-country growth regressions

Readings (Starred readings compulsory for the exam)
Endogenous growth

- (*) Barro, Robert J. and Xavier Sala-i-Martin (1995), Economic Growth, McGraw-Hill, NY, Ch. 1.3.1,4.1,4.2,4.3,6.1

- Aghion, Philippe and Peter Howitt, A Model of Growth through Creative Destruction, Econometrica, March 1992, 60 (2), 323–351.

- Barro, Robert J., Government Spending in a Simple Model of Endogenous Growth,Journal of Political Economy, October 1990, 98, S103–S125.

- Lucas, Robert E., “On the Mechanics of Economic Development,” Journal of MonetaryEconomics, 1988, 22 (1), 3–42.

-Romer, Paul M., “Crazy Explanations for the Productivity Slowdown,” in Stanley Fischer,ed., NBER Macroeconomics Annual 1987, Cambridge, MA: MIT Press, 1987.

- Romer, Paul M., “Endogenous Technological Change,” Journal of Political Economy,October 1990, 98 (5), S71–S102.

The facts of growth and the growth data toolkit

Background references (not strictly for the final exam)

- Angus Maddison (2001), The World Economy: a millennial perspective, Paris, OECD. The most recent update of the famous “Maddison’s data” used by many cohorts of economic historians and growth economists

- World Bank Economic Growth Resources, ‘The’ Web-site for applied growth people, http://econ.worldbank.org/programs/macroeconomics. See also Aart Kraay’s home page.
- Alan Heston, Robert Summers and Bettina Aten, Penn World Table Version 6.2, Center for International Comparisons at the University of Pennsylvania (CICUP). In short: PWT Mark 6.2. The most recent release of ‘the’ data set that got applied growth research going. Downloadable at: http://pwt.econ.upenn.edu/
- Robert J. Barro and Jong-Wha Lee data set on human capital attainments and schooling quality. Data set downloadable at:

http://post.economics.harvard.edu/faculty/barro/data.html
- SourceOECD provides access to many data sets from the OECD, including the interactive data set from the OECD Economic Outlook, with all the main national accounting series, including a “supply block” useful for growth accounting purposes.

Testable predictions from neoclassical growth theories and cross-country growth regressions

- (*) Mankiw (1995), The growth of nations, Brookings Papers on Economic Activity, 275-326. Testable and numerical implications of neoclassical growth models plus Mankiw’s assessment of growth empirics

Seminal papers in this area are:

- Barro (1991), Economic growth in a cross-section of countries, Quarterly Journal of Economics, pp.407-443 (The article when ‘Barro regressions’ were estimated for the first time)

- Mankiw, D.Romer and D.N. Weil (1992), A contribution to the theory of economic growth, Quarterly Journal of Economics, pp.407-437 (Solow’s paper masterfully brought to actual cross-country data)

More advanced stuff in: 

- Durlauf, Johnson and Temple, Growth Econometrics, mimeo, Handbook of -Economic Growth, forthcoming. An updated comprehensive survey of results and methods of growth empirics; also including more advanced stuff, to be used as a reference throughout

http://irving.vassar.edu/faculty/pj/growtheconometrics.pdf
II International Financial Structure
(Yilmaz Akyuz)

1. Capital flows and management of financial instability: role of monetary and exchange rate policies and regulations, and controls in preventing boom-bust cycles in emerging markets.
2. Reform of the international financial structure.
3. Regional monetary cooperation.

III Macroeconomics of Developing Countries
(Roberto Frenkel)

1. Thirty Years of Financial Globalization

2. Trajectories of International Financial Integration

3. Growth and Debt Sustainability

4. Financial and Exchange Crises

5. Real Exchange Rate and Employment

6. Real Exchange Rate Targeting
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