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The Short Run in Macroeconomic Analysis: Understanding Its Role and Significance

the short run in macroeconomic analysis is a period that economists use to examine economic

phenomena where some factors are fixed while others can change. This concept is fundamental to

understanding how economies respond to various shocks and policy changes without assuming all

variables adjust instantly. By focusing on this intermediate timeframe, analysts can better predict

output levels, employment rates, and price fluctuations before long-term adjustments take hold.

In this article, we’ll dive deep into what exactly the short run means in macroeconomics, why it

matters, and how it differs from the long run. We'll also explore key concepts like price stickiness,

aggregate demand and supply in the short run, and how policymakers use this timeframe to make

decisions that affect the economy.

Defining the Short Run in Macroeconomics

The term “the short run in macroeconomic analysis is a period” often refers to a timeframe during

which certain variables—such as capital or technology—are fixed, while others like labor or raw

materials can adjust. Unlike the long run, where all inputs and variables are flexible and can change,

the short run assumes some constraints remain constant.

How Long Is the Short Run?

There’s no fixed length for the short run; it varies depending on the context and the specific economic

factors being analyzed. For example, in some industries, the short run might be a few months, while in

others, it could span several years. The key characteristic is that during this period, firms cannot fully



adjust all inputs—like building new factories or adopting new technologies—so they have to work with

existing capacity.

Why It Matters

Understanding the short run is crucial because many economic decisions and policies have immediate

or near-term effects. For instance, when the government changes interest rates or increases spending,

the economy responds in the short run before reaching a new equilibrium in the long run.

Policymakers need to know how these changes impact employment, output, and inflation during this

period to make informed decisions.

Characteristics of the Short Run in Macroeconomic Analysis

The short run has several defining features that distinguish it from other timeframes. These

characteristics help explain why economic outcomes can differ significantly between the short run and

long run.

1. Fixed Capital and Technology

One of the primary assumptions is that capital stock, such as machinery, buildings, and infrastructure,

remains constant. Firms cannot instantly build new factories or upgrade equipment. Similarly,

technological advancements are not assumed to happen overnight. This means production capacity is

limited in the short run.



2. Variable Labor and Inputs

While capital is fixed, firms can vary labor hours, hire temporary workers, or purchase different

amounts of raw materials to adjust production. This flexibility allows some responsiveness to changing

demand conditions but within the constraints of existing capital.

3. Price and Wage Stickiness

Prices and wages often do not adjust immediately in the short run due to contracts, regulations, or

menu costs (the cost of changing prices). This “stickiness” means that supply and demand

imbalances can cause fluctuations in output and employment rather than instant price changes.

4. Output and Employment Fluctuations

Because not all variables can adjust quickly, output and employment often vary in the short run. For

example, during a recession, firms may reduce hours or lay off workers rather than immediately

changing capital investments.

Short-Run Aggregate Supply and Demand

The concepts of aggregate supply (AS) and aggregate demand (AD) help to illustrate the dynamics of

the short run in macroeconomic analysis.

Short-Run Aggregate Supply Curve



In the short run, the aggregate supply curve is typically upward sloping. This shape reflects that as

prices increase, firms are willing to produce more because higher prices can lead to higher profits

given fixed wages and input costs. However, due to price and wage stickiness, firms cannot instantly

adjust production levels to match demand.

Aggregate Demand in the Short Run

Aggregate demand represents the total demand for goods and services in the economy at different

price levels. In the short run, factors like consumer confidence, government spending, monetary policy,

and global economic conditions influence aggregate demand. Changes in AD can lead to fluctuations

in output and employment because prices do not adjust immediately.

Interaction Between AS and AD

When aggregate demand shifts in the short run, it affects real GDP and employment but may have a

limited effect on the price level due to sticky wages and prices. For example, an increase in

government spending can boost demand, leading to higher output and employment without causing

immediate inflation.

Implications for Economic Policy

Understanding the short run in macroeconomic analysis is essential for designing effective economic

policies.



Monetary Policy in the Short Run

Central banks use monetary policy to influence interest rates and money supply. In the short run,

lowering interest rates can stimulate investment and consumption, increasing aggregate demand and

output. However, because wages and prices are sticky, these effects may not translate immediately

into inflation, giving policymakers a window to boost growth.

Fiscal Policy and Short-Run Effects

Government spending and taxation changes affect aggregate demand directly. In the short run,

increased spending or tax cuts can raise output and reduce unemployment. However, these policies

may increase budget deficits and have different effects in the long run.

Limitations of Short-Run Policies

While short-run policies can stabilize the economy, they may also lead to unintended consequences

like higher inflation or increased public debt if used excessively. Moreover, the temporary nature of

short-run adjustments means that long-term growth depends on investments in capital, technology, and

productivity improvements.

Distinguishing the Short Run from the Long Run

It’s important to contrast the short run with the long run to appreciate the full scope of macroeconomic

analysis.



Flexibility of Variables

In the long run, all factors of production, including capital and technology, can adjust. Firms can build

new factories, adopt innovations, and wages and prices become fully flexible. This leads to a vertical

aggregate supply curve, indicating that output is determined by factors like labor, capital, and

technology rather than prices.

Natural Rate of Output

The long run is associated with the economy’s natural rate of output or potential GDP, which reflects

the maximum sustainable output level. Short-run fluctuations cause output to deviate from this natural

rate due to temporary demand or supply shocks.

Policy Focus Shifts

While short-run policies aim to stabilize the economy and manage cyclical fluctuations, long-run

policies focus on enhancing productivity, technological advancement, and capital accumulation to

promote sustainable growth.

Real-World Examples of Short-Run Economic Analysis

To bring the concept to life, consider how the short run plays out in actual economic events.

The 2008 Financial Crisis



During the global financial crisis, governments and central banks implemented aggressive short-run

policies to counteract collapsing demand. Stimulus packages and interest rate cuts helped stabilize

output and employment, illustrating the importance of short-run macroeconomic tools.

Supply Chain Disruptions

Events like the COVID-19 pandemic led to short-run shocks where firms faced fixed capital but had to

adjust labor and inputs amid supply shortages. Price stickiness and sudden demand changes caused

fluctuations in output and inflation, demonstrating the short run’s relevance.

Tips for Students and Analysts Studying the Short Run

Grasping the nuances of the short run in macroeconomic analysis can be challenging. Here are some

helpful pointers:

Focus on Fixed vs. Variable Inputs: Always identify which factors are fixed and which can change

in your analysis.

Understand Price Stickiness: Recognize how wage and price rigidities influence economic

adjustments.

Use Graphs: Practice drawing short-run AS and AD curves to visualize economic shifts.

Differentiate Timeframes: Keep short run and long run effects clear to avoid confusion in policy

implications.

Follow Current Events: Observe how short-run dynamics unfold in real-world economic situations

for practical understanding.



Exploring the short run in macroeconomic analysis is a fascinating journey into how economies react

to change before settling into long-term patterns. It highlights the complexity and dynamic nature of

economic systems, reminding us that timing and flexibility matter deeply in understanding economic

outcomes.

Frequently Asked Questions

What is meant by 'the short run' in macroeconomic analysis?

In macroeconomic analysis, the short run is a period during which at least one factor of production is

fixed, and firms cannot fully adjust all inputs to changes in demand or economic conditions.

How does the short run differ from the long run in macroeconomics?

The short run is a period when some inputs are fixed and cannot be changed, whereas the long run is

a period long enough for all inputs to be varied and for firms to enter or exit the market.

Why is the short run important in macroeconomic analysis?

The short run is important because it helps explain how economies respond to shocks and policy

changes when not all resources can be adjusted immediately, affecting output and prices.

Can prices change in the short run in macroeconomic models?

Yes, prices can change in the short run, but some prices or wages may be sticky or slow to adjust,

leading to short-run fluctuations in output and employment.

What constraints do firms face in the short run?

In the short run, firms face constraints such as fixed capital or plant size, limiting their ability to adjust

production levels fully in response to demand changes.



How does the concept of the short run relate to aggregate supply?

In the short run, aggregate supply can be upward sloping because some input prices are fixed,

allowing output to increase with rising prices, unlike the perfectly elastic supply in the long run.

What role do fixed factors play in the short run?

Fixed factors, such as capital or land, cannot be changed in the short run, constraining production

capacity and influencing firms' responses to economic changes.

Is unemployment typically higher in the short run or long run?

Unemployment can be higher in the short run due to rigidities like sticky wages and prices, but in the

long run, the labor market tends to adjust toward natural unemployment levels.

How do monetary policies affect the economy in the short run?

Monetary policies can influence output and employment in the short run by affecting interest rates and

aggregate demand, as some prices and wages are slow to adjust.

What is the significance of 'sticky wages' in the short run?

Sticky wages in the short run mean wages do not adjust quickly to changes in labor market conditions,

causing unemployment or output fluctuations during economic shocks.

Additional Resources

The Short Run in Macroeconomic Analysis: Understanding Its Role and Implications

the short run in macroeconomic analysis is a period during which certain economic variables are fixed

while others can adjust, allowing economists to study immediate or near-term fluctuations in economic

activity. This concept contrasts with the long run, where all variables are flexible, and the economy is

assumed to reach equilibrium. The short run is pivotal in policy-making, forecasting, and understanding



economic cycles because it captures the transitional dynamics that economies undergo in response to

shocks, policy interventions, or changes in external conditions.

In macroeconomic theory, the distinction between the short run and the long run is fundamental. It

helps explain phenomena such as unemployment fluctuations, inflation variability, and output gaps,

which do not persist indefinitely but are instead temporary deviations from long-term trends. By

analyzing the short run, economists can better interpret how markets and economic agents respond to

changes in demand, supply, and policy within limited time horizons.

Defining the Short Run in Macroeconomics

At its core, the short run in macroeconomic analysis refers to a timeframe in which at least one input

or economic factor remains fixed. Typically, prices, wages, or capital stock are considered rigid or

sticky, meaning they do not fully adjust to changes in market conditions instantly. This rigidity leads to

temporary imbalances, such as unemployment or underutilized resources, which do not exist in the

long run once all prices and wages adjust.

For example, in the Keynesian framework, the short run is characterized by price and wage stickiness,

which prevent the labor market from clearing immediately. As a result, firms may alter output and

employment levels rather than prices in response to fluctuations in aggregate demand. This contrasts

with classical models where the long run assumes full flexibility and market clearing.

Key Characteristics of the Short Run

Price and Wage Rigidity: Prices and wages often do not adjust immediately due to contracts,

menu costs, or institutional factors, causing short-term disequilibria.

Fixed Capital Stock: Capital factors such as machinery and infrastructure are typically fixed in



the short run, limiting firms’ production capacity adjustments.

Output Fluctuations: Because prices are sticky, output and employment levels can vary in

response to demand shocks.

Monetary and Fiscal Policy Effectiveness: Policy interventions can influence real output and

employment in the short run due to price inflexibility.

The Short Run vs. The Long Run: A Comparative Perspective

Understanding the short run requires contrasting it with the long run, where all prices and wages are

flexible, and the economy reaches its potential output. In the long run, markets clear, and

unemployment is primarily voluntary or frictional. However, the short run is marked by involuntary

unemployment and output gaps.

For instance, during a recession, demand falls, but wages and prices may not adjust downward

quickly, leading to excess supply of labor and goods. Firms reduce output and lay off workers, causing

unemployment. In the long run, wages would eventually decrease, restoring equilibrium employment

and output levels.

This comparison reveals why macroeconomic stabilization policies often target short-run fluctuations.

Central banks and governments use monetary and fiscal tools to influence demand, aiming to close

output gaps and reduce cyclical unemployment in the short run without altering the long-run growth

path.

Implications for Economic Policy



The short run in macroeconomic analysis is a period during which policy decisions have tangible

effects on real economic variables, including GDP and employment. Since prices and wages are

sticky, monetary policy can change real interest rates, affecting investment and consumption. Similarly,

fiscal stimulus can boost aggregate demand, increasing output and reducing unemployment.

However, these effects are typically temporary. Persistent policy interventions may lead to inflationary

pressures or distortions if maintained beyond the short run. Policymakers must therefore balance

short-run stabilization with long-run objectives such as price stability and sustainable growth.

Models Capturing Short-Run Dynamics

Several macroeconomic models explicitly incorporate the short run to analyze economic fluctuations:

1. The IS-LM Model

The IS-LM framework focuses on goods and money markets equilibrium in the short run. It assumes

fixed prices and analyzes how changes in fiscal policy (shifts in IS) or monetary policy (shifts in LM)

affect output and interest rates. Because prices do not adjust instantly, shifts in aggregate demand

translate into real output changes.

2. The Aggregate Demand-Aggregate Supply (AD-AS) Model

The short-run aggregate supply curve is upward sloping due to price and wage stickiness, implying

that increases in aggregate demand can raise output and employment temporarily. Over time, as

wages and prices adjust, the short-run AS curve shifts, moving the economy back to its long-run

potential output.



3. New Keynesian Models

These models incorporate microfoundations such as price and wage rigidities, imperfect competition,

and rational expectations to explain short-run fluctuations. They emphasize the role of nominal

rigidities and market imperfections in creating non-neutrality of money in the short run.

Real-World Applications and Data Considerations

Empirical evidence supports the notion that the short run is a period marked by price stickiness and

output fluctuations. For example, during the 2008 global financial crisis, many economies experienced

sharp declines in output and rises in unemployment, despite central banks lowering interest rates

aggressively. Prices and wages adjusted sluggishly, prolonging economic distress.

Data on unemployment rates, inflation, and GDP growth often reveal cyclical patterns consistent with

short-run macroeconomic theories. Economists analyze these indicators to estimate output gaps—the

difference between actual and potential GDP—which inform the timing and magnitude of policy

responses.

Moreover, the distinction between short run and long run is crucial for inflation targeting frameworks.

Central banks recognize that tightening monetary policy affects output and employment in the short

run, and they must weigh these effects against long-run inflation goals.

Challenges and Critiques of the Short-Run Framework

While the short run in macroeconomic analysis is widely accepted, some critiques highlight its

limitations:



Timeframe Ambiguity: The exact duration of the short run varies across models and contexts,

making it difficult to define operationally.

Oversimplification of Price Rigidity: Some argue that price and wage stickiness may be less

pronounced or more complex than assumed, especially in highly flexible labor markets.

Neglect of Expectations: Certain short-run models underplay how expectations and forward-

looking behavior influence economic outcomes.

Policy Trade-offs: Short-run stabilization might conflict with long-term objectives, leading to

debates over the appropriate balance.

These critiques encourage ongoing refinement of macroeconomic theories and models to better

capture the nuances of short-run economic dynamics.

Conclusion: The Relevance of the Short Run in Macroeconomic

Thought

The short run in macroeconomic analysis is a period that shapes our understanding of economic

fluctuations, policy effectiveness, and market behaviors in the near term. Recognizing its

features—such as rigid prices and fixed capital—enables economists and policymakers to interpret

cyclical movements and craft timely interventions. Although it represents only a segment of the broader

economic timeline, the short run remains a critical lens through which the complex realities of

economic activity are examined.
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  the short run in macroeconomic analysis is a period: Macroeconomics, Second Edition
Timothy D. Tregarthen, Libby Rittenberg, 1999-12-23 Introducing the principles of economics as the
study of choice, renowned economists and teachers Tim Tregarthen and Libby Rittenberg provide
students with an accessible, straightforward overview of the field. Combining the clarity and writing
of Tregarthen's The Margin with dramatic teaching insight, Tregarthen and Rittenberg guide
students to an understanding of basic economic principles to help them understand how real
individuals work with economics. In the completely revised Second Edition, the authors illustrate the
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applications. The combination of student-oriented activities, examples and real-world applications
with a host of new supplemental tools make Tregarthen/Rittenberg's Economics a teaching tool
without parallel.
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Tregarthen, Timothy D. Tregarthen, Libby Rittenberg, 1999-12-23 An introduction to the principles
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and real-world experience, while incorporating clear and consistent international focus throughout
the text.
  the short run in macroeconomic analysis is a period: Macroeconomics Jagdish Handa, 2010
This book presents the stylized facts on the important variables (output, inflation, money supply and
interest rates, etc.) of the macro economy and uses them to differentiate how well particular
economic theories perform or fail to do so. On the determination of aggregate demand, this book
presents two approaches: the traditional IS-LM analysis under the assumption that the money supply
is exogenous because the central bank uses its monetary policy to control it, and the emerging
IS-IRT analysis under the assumption that the interest rate is the exogenous monetary policy
variable set by the central bank to manipulate aggregate demand in the economy. The IS-IRT
analysis is important for the macro analyses of many economies, yet is totally neglected in most
textbooks on macroeconomics. The chapter on Paradigms in Economics introduces students to the
heritage of ideas in macroeconomics, and the evolution of ideas and approaches over the last two
centuries. It also provides the justification for the simultaneous relevance of both Classical ideas and
Keynesian ones. The two growth theory chapters go beyond the Solow growth model to cover the
broad evolution of growth from Malthus's theory to the present endogenous approaches, and the link
between money supply, inflation and growth over very long periods.
  the short run in macroeconomic analysis is a period: Macroeconomic Analysis David
Currie, R Nobay, David Peel, 2015-09-16 Bringing together the proceedings of the 1979 and 1980
annual conferences of the Association of University Teachers of Economics the papers in this volume
discuss: the effect of social security on private saving; an analysis of aggregate consumer behaviour;
the philosophy and objectives of econometrics and other topics in macroeconomic and econometric
analysis.
  the short run in macroeconomic analysis is a period: Macro Economic Analysis , 1981
  the short run in macroeconomic analysis is a period: Boom, Crisis, and Adjustment Ian
Malcolm David Little, 1993 Boom, Crisis, and Adjustment reviews the macroeconomic experiences of
eighteen developing countries from 1974 to 1989. The authors address why the experiences and
policy reactions have differed among the countries, and how their individual growth rates were
affected by these policy reactions.
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1986-02-14
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business and political leaders, understanding the global interconnections in economic and financial
markets is crucial for making informed and well-timed decisions. DGM takes the mystery out of
seemingly complex economic interactions by providing an easy-to-understand framework within
which to analyze the effects of economic, social, and political shocks to a nation’s economy. John E.
Marthinsen integrates the three major macroeconomic sectors, which are the credit market, goods
and services market, and foreign exchange market. The author provides the reader with
contemporary examples that virtually leap off the front pages of our daily news reports and confront
business managers and politicians with choices and decisions to make. For example, DGM shows
how to use macroeconomic tools and a global framework to analyze the effects of: U.S. tariffs on
China and China’s tariffs on the United States Infrastructure spending Speculative capital outflows
from nations under stress, such as Argentina and Turkey, and speculative capital inflows into
safe-haven countries, such as Switzerland Demonetization in India Successfully fighting the opioid
abuse problem in the United States Border adjustment tax Monetary policies Fiscal policies
Marthinsen keeps readers visually engaged with the strategic use of figures, tables, charts, and
illustrative exhibits. Demystifying Global Macroeconomics emphasizes the interaction among
markets and equips readers with a macroeconomic perspective that will last (and be used) for years.
If you are adopting this book for a teaching course, please contact Stefan.Giesen@degruyter.com to
request additional instructional material.
  the short run in macroeconomic analysis is a period: Macroeconomic Analysis in the
Classical Tradition James C W Ahiakpor, 2021-03-23 Macroeconomic Analysis in the Classical
Tradition explains how the influence of Keynes’s macroeconomics, including his changed definitions
of some key macroeconomic concepts, has impeded many analysts’ ability to readily resolve disputes
in modern macroeconomics. Expanding on his earlier work—Macroeconomics without the Errors of
Keynes (2019)—the author delves into more aspects of macroeconomic theory and argues for a
revision of Keynes’s contribution to the field. Attention is given to theories and concepts such as
Say’s Law, the quantity theory of money, the liquidity trap, the permanent income hypothesis, 100%
money, and the Phillips curve analysis. The chapters work to build a careful critique of Keynes’s
economics and make the case that the classical macroeconomics of Smith, Say, Ricardo, Mill, and
others could help resolve present-day policy disagreements and redefine macroeconomic priorities.
This book provides essential reading for advanced students and scholars with an interest in the
foundations of Keynes’s theories and current debates within macroeconomic policy.
  the short run in macroeconomic analysis is a period: Macroeconomics Paul R. Krugman,
Robin Wells, 2009-02-28 Paul Krugman is one of the leading economic thinkers of our time. The
examples he uses in this book include international experiences, so will appeal to a European
audience and give students a more realistic view of how economics works in the real world.
  the short run in macroeconomic analysis is a period: Macroeconomics through my eyes
David Scheuer, 2010-12-28 A book created in my college Macroeconomics Class for a project. The
material is based on watching several videos and applying the terminologies from the chapter we
were studying at the time. It is a good basic Macroeconomics book for any student that wants to
know more about the basic understanding of Macroeconomics from a former students viewpoint.
  the short run in macroeconomic analysis is a period: A Reformulation Of Keynesian
Economics Jagdish Handa, 2015-07-16 John Maynard Keynes' response to the extreme distress of the
early years of the Great Depression produced The General Theory, which represented an overhaul of
the macroeconomics inherited by his generation. The economic upheaval (including the Great
Recession) since 2008 raised serious doubts about the relevance of economics as it had come to be
formulated and taught by the beginning of this century. While numerous books and articles have
addressed the current distress of economies through contributions to specific parts of
macroeconomics, none has offered an attractive alternative that represents a general overhaul of the
macroeconomics inherited by the current generation. A Reformulation of Keynesian Economic does
so, and provides a modern integrated version of macroeconomics for the modern economies as they
function.This book's many insights and innovations include: discarding the classical concepts of the



long run and the short run in favour of the behavioural concepts of the planning period (the long
term) and the short term (the operating period); discarding the exogenous production function in
favour of an endogenous one; distinguishing between the short-term and the long-term production
functions; replacing the dynamic stochastic notional general equilibrium (DSGE) approach for the
short term by a more general one that permits effective equilibrium and disequilibrium in specific
markets; and, a reformulation of the financial sector analysis and of the Keynesian business cycle
theory.This thoroughgoing revision of macroeconomics is must-read for macroeconomists,
policymakers and graduate students. It can even be used as a textbook by instructors who question
the inherited orthodoxy built around the DSGE model and are looking for an alternative formulation
of macroeconomics.
  the short run in macroeconomic analysis is a period: INTRODUCTION TO
MACROECONOMICS Diganta Kumar Mudoi , 2023-08-06
  the short run in macroeconomic analysis is a period: Macroeconomic Analysis for
Economic Growth Musa Jega Ibrahim, 2022-09-28 The book discusses the essential principles that
guide macroeconomic policy formulation and implementation to stimulate strong economic growth
for sustainable development, especially for emerging economies. It includes twelve chapters over
three sections: “Macroeconomics of Economic Growth”, “Labour Market and Employment”, and
“The Financial System and Macroeconomic Performance”. Key conclusions illustrate that the
efficacy of regulatory frameworks to create enabling conditions for nurturing and bolstering robust
value-adding production structures anchored on appropriate macroeconomic management are the
fundamental building blocks of strong economic growth.
  the short run in macroeconomic analysis is a period: Macroeconomic Analysis , 1970
  the short run in macroeconomic analysis is a period: Macroeconomics: Undergraduate
Essays and Revision Notes Bahrum Lamehdasht, 2013-03-06 This book contains essays and
revision notes for Macroeconomics at the undergraduate level. This book includes the following
topics: - Keynes vs. the Classics; - Keynes vs. Say's Law; - Keynes and the Neoclassical Synthesis; -
IS-LM; - Keynes and Disequilibrium Economics; - Monetarism; - New Classical Economics; - Real
Business Cycle Theory; - Kalecki's Trade Cycle; - Minsky's Financial Instability Hypothesis; -
Harrod-Domar vs. Solow; - The Solow Model; - Endogenous Growth Theory; - Cambridge Capital
Controversy; - The Mundell-Fleming Model; - Dornbusch's Overshooting Exchange Rate Model
  the short run in macroeconomic analysis is a period: Cliometrics as Economics
Imperialism: Across the Watershed Benjamin Fine, 2023-11-27 In Cliometrics as Economics
Imperialism, Ben Fine traces the cliometric revolution, from before its emergence through three
phases of the new, the newer and the newest economic history. These phases are shown to
correspond to those of “economics imperialism”, the colonisation of topics and fields by mainstream
economics, moving successively through as if there were perfectly working markets, as if imperfectly
working markets, and these combined plus arbitrary inclusion of other variables. The text draws
upon case studies, for example of the putative eighteenth-century consumer revolution, Douglass
North, path dependence, and the British coal industry, and through exposing the reduction of
economic theory and economic history deployed within them and giving rise to a corresponding
reduction in the presence of the social, the historical and political economy.
  the short run in macroeconomic analysis is a period: Temporary Equilibrium and
Long-Run Equilibrium (Routledge Revivals) Willem H. Buiter, 2014-06-27 This title, first
published in 1979, presents the Ph.D. thesis of the world-renowned economist and financial expert,
Willem Buiter. In Part I, three alternative specifications of temporary equilibria in asset markets,
including their implications for macroeconomic models, are discussed; Part II examines the
long-term implications of some short-term macroeconomic models. The analysis of the theoretical
foundations of ‘direct crowding out’ and ‘indirect crowding out’ is particularly prominent, with the
result that a synthesis of short-term macroeconomic analysis and long-term growth theory is
formulated. The traditional tools of comparative dynamics and stability analysis are employed
frequently. However, it is also argued that the true scope of government policy can only be



adequately evaluated with the aid of concepts such as dynamic and static controllability. Temporary
Equilibrium and Long-Run Equilibrium is a valuable study, and relevant for all serious students of
modern economic theory.
  the short run in macroeconomic analysis is a period: Macroeconomic Analysis of Monetary
Unions Oscar Bajo-Rubio, Carmen Díaz-Roldán, 2011-05-06 The book develops a general framework
for the macroeconomic modeling of monetary unions. The starting point of the analysis is the
standard two-country Mundell-Fleming model with perfect capital mobility, extended to incorporate
the supply side in a context of rigid real wages, and modified so that the money market is common
for two countries forming a monetary union. The model is presented in two versions: for a small and
a large monetary union, respectively. After solving each model, the authors derive multipliers for
monetary, expenditure, supply, and external shocks, both in the short and the long run; a graphical
analysis is also provided. Special attention is paid to the crucial distinction between symmetric and
asymmetric shocks.
  the short run in macroeconomic analysis is a period: Macroeconomics in Emerging
Markets Peter J. Montiel, 2011-04-29 The macroeconomic experience of emerging and developing
economies has tended to be quite different from that of industrial countries. Compared to industrial
countries, emerging and developing economies have tended to be much more unstable, with more
severe boom/bust cycles, episodes of high inflation and a variety of financial crises. This textbook
describes how the standard macroeconomic models that are used in industrial countries can be
modified to help understand this experience and how institutional and policy reforms in emerging
and developing economies may affect their future macroeconomic performance. This second edition
differs from the first in offering: extensive new material on themes such as fiscal institutions,
inflation targeting, emergent market crises, and the Great Recession; numerous application boxes;
end-of-chapter questions; references for each chapter; more diagrams, less taxonomy, and a more
reader-friendly narrative; and enhanced integration of all parts of the work.
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