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On May 21, 2017, I had a Twitter conversation on macroeconomics with Narayana Kocherlakota and 
Roger Farmer.  I found the conversation interesting and valuable.  I copy it below with some additional 
comments. 

 
                                                 
* The views I express in this document are personal and do not reflect the views or policies of the CEPR, NBER, and the 
Central Bank Research Association. 
† Department of Economics, University of Washington, Savery Hall, Box 353330, Seattle, WA 98195, U.S.A. E-mail: 
ghiro@uw.edu. URL: http://faculty.washington.edu/ghiro. 
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(Clarifying note: My tweet numbered 1 above was responding to Narayana—though I find Roger’s work 
just as fascinating. ) 
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This is where the conversation ended. But here is what this conversation and many other “signals” have 
me worried about:  Some very smart people will use models, tools, or solution approaches that have been 
around for a *long* time, but which are different from the basic DSGE paradigm (or from what *they* 
view that paradigm to be).  Those models, tools, or solution approaches are well known to every 
macroeconomist who did not read only the standard DSGE stuff.  (In some cases, they even build on the 
same toolkit of dynamic optimization as standard DSGE.)  The above-mentioned smart people will use 
those models, tools, or solution approaches to explain 2006-today.  A subset of that work will be 
published in the top-5 economics journals.  (Prediction: That subset will come from the “usual suspects” 
at the usual schools.)  It will receive the blessing of the appropriate set of bloggers and be mentioned in 
The Economist, FT, and WSJ.  And it will be called (at least by some) the revolution that macroeconomics 
so badly needed. 
 
But is it really?  Or is it just re-discovering stuff that every reasonable macroeconomist should have 
known and be prepared to use for a long time? 
 
It seems to me that a lot of people out there simply do not read enough and/or choose to be blind (or 
dogmatically opposed) to a lot of work they decided long ago that they consider wrong. 
 
Is this good for (macro)economics? 
 
My own perspective on what macro needs is here: http://faculty.washington.edu/ghiro/GhiroFuture.pdf.  It 
is forthcoming in an issue of the Oxford Review of Economic Policy on “Rebuilding Macro Theory” 
edited by David Vines and Samuel Wills.  I strongly recommend reading the entire issue. 

http://faculty.washington.edu/ghiro/GhiroFuture.pdf



