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Overview: This is a graduate course in the second year macroeconomics field. We will be concerned with 

aggregate implications of intermediate organization of economic activity. In particular, the implications of theories 

of organizations and firm dynamics on aggregate outcomes, including labor markets as well as output growth. We 

will focus on both the restrictions that intermediate organization imposes on aggregate models and the 

restrictions that aggregate facts impose on microeconomic theories of firms and organizations.    

  

Organization: The class meets on Tuesdays and Thursdays from 9:00 to 10:30pm in Bendheim Hall 317. I will 

post a syllabus with links to many of the papers in the reading list at: 

 

http://www.princeton.edu/~erossi/Econ522.pdf 

 

Grading: Your course grade will be based on class participation, a presentation of a paper in the syllabus, and 

submitting a paper with a research idea. The idea can be preliminary but should be described precisely. Your 

paper is due on May 10th. I will assign the papers and you will be responsible to prepare a set of slides to present it 

effectively in class. Please distribute your slides to me and other class participants before your presentation.  

 

Readings:  

 

1. Firm Size and Organization 

• Calvo and Wellisz, 1978, “Supervision, Loss of Control, and the Optimum Size of the Firm,” Journal of 

Political Economy 

• Calvo and Wellisz, 1979, “Hierarchy, Ability, and Income Distribution,” Journal of Political Economy 

http://www.princeton.edu/~erossi
mailto:erossi@princeton.edu
http://www.princeton.edu/~erossi/Econ522.pdf
http://links.jstor.org/sici?sici=0022-3808(197810)86:5%3c943:SLOCAT%3e2.0.CO;2-
http://links.jstor.org/sici?sici=0022-3808(197910)87:5%3c991:HAAID%3e2.0.CO;2-N
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• Garicano, 2000, “Hierarchies and the Organization of Knowledge in Production,” Journal of Political 

Economy 

• Geanakoplos and Milgrom, 1991, “A Theory of Hierarchies Based on Limited Managerial Attention,” 

Journal of the Japanese and International Economy 

• Grossman and Hart, 1986, “The Costs and Benefits of Ownership: A Theory of Vertical and Lateral 

Integration,” Journal of Political Economy 

• Grossman and Helpman, 2002, “Integration Versus Outsourcing In Industry Equilibrium,” The Quarterly 

Journal of Economics 

• Holmes and Mitchell, 2008, “A Theory of Factor Allocation and Plant Size,” RAND 

• Lucas, 1978, “On the Size Distribution of Business Firms,” Bell Journal of Economics 

• Radner, 1992, “Hierarchy: The Economics of Managing,” Journal of Economic Literature 

• Rajan and Zingales, 2001, “The Firm as a Dedicated Hierarchy: A Theory of the Origins and Growth of 

Firms,” Quarterly Journal of Economics 

• Rosen, 1982, “Authority, Control and the Distribution of Earnings,” Bell Journal of Economics 

• Simon and Bonini, 1958, “The Size Distribution of Business Firms,” American Economic Review 

• Axtell, 2001, “Zipf Distribution of US Firm Sizes”, Science 

• Sutton, 1997, “Gibrat's Legacy,” Journal of Economic Literature 

 

2. Firm Dynamics  

• Chatterjee and Rossi-Hansberg, 2012, “Spin-offs and the Market for Ideas,” International Economic Review 

• Dunne, Roberts and Samuelson, 1989, “The Growth and Failure of U.S. Manufacturing Plants,” 

Quarterly Journal of Economics 

• Dunne, Roberts, Samuelson, 1989, “Plant Turnover and Gross Employment Flows in the U.S. 

Manufacturing Sector,” Journal of Labor Economics 

• Foster, Haltiwanger and Kirzan, 2001, “Aggregate Productivity Growth: Lessons from Microeconomic 

Evidence,” New Directions in Productivity Analysis 

• Hopenhayn, 1992, “Entry, Exit, and Firm Dynamics in Long Run Equilibrium,” Econometrica 

• Jovanovic, 1982, “Selection and the Evolution of Industry,” Econometrica 

• Klette and Kortum, 2004, “Innovating Firms and Aggregate Innovation”, Journal of Political Economy 

• Luttmer, 2007, “Selection, Growth, and the Size Distribution of Firms,” Quarterly Journal of Economics 

• Rossi-Hansberg and Wright, 2007, “Establishment Size Dynamics in the Aggregate Economy,” American 

Economic Review 

 

http://links.jstor.org/sici?sici=0022-3808(200010)108:5%3c874:HATOOK%3e2.0.CO;2-H
http://cowles.econ.yale.edu/P/cp/p07b/p0794.pdf
http://links.jstor.org/sici?sici=0022-3808(198608)94:4%3c691:TCABOO%3e2.0.CO;2-F
http://links.jstor.org/sici?sici=0022-3808(198608)94:4%3c691:TCABOO%3e2.0.CO;2-F
http://dandini.ingentaselect.com/vl=3496525/cl=23/nw=1/fm=docpdf/rpsv/cw/mitpress/00335533/v117n1/s3/p85
http://onlinelibrary.wiley.com/doi/10.1111/j.0741-6261.2008.00017.x/pdf
http://links.jstor.org/sici?sici=0361-915X(197823)9:2%3c508:OTSDOB%3e2.0.CO;2-S
http://links.jstor.org/sici?sici=0022-0515(199209)30:3%3c1382:HTEOM%3e2.0.CO;2-L
http://dandini.ingentaselect.com/vl=3496525/cl=23/nw=1/fm=docpdf/rpsv/cw/mitpress/00335533/v116n3/s2/p805
http://dandini.ingentaselect.com/vl=3496525/cl=23/nw=1/fm=docpdf/rpsv/cw/mitpress/00335533/v116n3/s2/p805
http://links.jstor.org/sici?sici=0361-915X(198223)13:2%3c311:ACATDO%3e2.0.CO;2-9
http://www.jstor.org/stable/1808270
http://linkage.rockefeller.edu/wli/zipf/axtell01.pdf
http://www.jstor.org/view/00220515/dm990867/99p0099i/0
http://www.princeton.edu/~erossi/SMI.pdf
http://links.jstor.org/sici?sici=0033-5533(198911)104:4%3c671:TGAFOU%3e2.0.CO;2-P
http://links.jstor.org/sici?sici=0734-306X(198901)7:1%3c48:PTAGEF%3e2.0.CO;2-Y
http://links.jstor.org/sici?sici=0734-306X(198901)7:1%3c48:PTAGEF%3e2.0.CO;2-Y
http://www.nber.org/papers/w6803.pdf
http://www.nber.org/papers/w6803.pdf
http://links.jstor.org/sici?sici=0012-9682(199209)60:5%3c1127:EEAFDI%3e2.0.CO;2-B
http://links.jstor.org/sici?sici=0012-9682(198205)50:3%3c649:SATEOI%3e2.0.CO;2-O
http://www.journals.uchicago.edu/doi/pdf/10.1086/422563
http://ideas.repec.org/a/tpr/qjecon/v122y2007i3p1103-1144.html
http://www.aeaweb.org/articles.php?doi=10.1257/aer.97.5.1639
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3. Firms, Organization and Labor Markets 

• Garicano and Rossi-Hansberg, 2004, “Inequality and the Organization of Knowledge.” American 

Economic Review P&P 

• Garicano, and Rossi-Hansberg, 2006, “Organization and Inequality in a Knowledge Economy,” Quarterly 

Journal of Economics 

• Cagetti and De Nardi, 2006, “Entrepreneurship, Frictions, and Wealth,” Journal of Political Economy 

• Sattinger, 1993, “Assignment Models of the Distribution of Earnings,” Journal of Economic Literature 

• Teulings and Gautier, 2004, “The Right Man for the Job,” Review of Economic Studies 

• Eeckhout and Jovanovic, 2002, “Knowledge Spillovers and Inequality,” American Economic Review 

• Krusell, Ohanian, Rios-Rull and Violante, 2000, “Capital-Skill Complementarity and Inequality: A 

Macroeconomic Analysis,” Econometrica 

• Hopenhayn and Rogerson, 1993, “Job Turnover and Policy Evaluation: A General Equilibrium 

Analysis,” Journal of Political Economy 

 

4. Firms, Organization, and Growth 

• Jovanovic and Nyarko, 1996. “Learning by Doing and the Choice of Technology,” Econometrica 

• Jovanovic and Rob, 1990, “Long Waves and Short Waves: Growth through Intensive and Extensive 

Search,” Econometrica 

• Garicano, and Rossi-Hansberg, 2012, “Organizing Growth,” Journal of Economic Theory 

• Legros, Newman and Proto, 2014, “Smithian Growth through Creative Organization,” Review of 

Economics and Statistics 

• Grossman and Helpman, 1991, “Quality Ladders in the Theory of Growth,” Review of Economic Studies 

• Jones, 2005, “The Shape of Production Functions and the Direction of Technical Change,” Quarterly 

Journal of Economics 

 

5. Firms, Organization, and Aggregate Fluctuations 

• Acemoglu, Carvalho, Ozdaglar and A. Tahbaz-Salehi, 2012, “The Network Origins of Aggregate 

Fluctuations”, Econometrica 

• Foerster, Sarte and Watson, 2011, “Sectoral vs. Aggregate Shocks: A Structural Factor Analysis of 

Industrial Production” Journal of Political Economy 

• Gabaix, 2010, “The Granular Origins of Aggregate Fluctuations,” Econometrica 

• Rampini, 2004, “Entrepreneurial Activity, Risk, and the Business Cycle,” Journal of Monetary Economics 

 

http://www.princeton.edu/~erossi/iokAER.pdf
http://www.princeton.edu/~erossi/OIKEFinal.pdf
http://www.journals.uchicago.edu/doi/pdf/10.1086/508032
http://links.jstor.org/sici?sici=0022-0515(199306)31:2%3c831:AMOTDO%3e2.0.CO;2-C
http://saturn.bids.ac.uk/cgi-bin/ds_deliver/1/u/d/ISIS/12846500.1/bpl/roes/2004/00000071/00000002/art00012/FA90CB15750323FE1094246118F16BC63B8608460E.pdf?link=http://www.ingenta.com/de/ingenta;id=a8auai6lt2dct.crescent&format=pdf
http://www.ssc.upenn.edu/~eeckhout/research/knowledge.pdf
http://links.jstor.org/sici?sici=0012-9682(200009)68:5%3c1029:CCAIAM%3e2.0.CO;2-B
http://links.jstor.org/sici?sici=0012-9682(200009)68:5%3c1029:CCAIAM%3e2.0.CO;2-B
http://links.jstor.org/sici?sici=0022-3808(199310)101:5%3c915:JTAPEA%3e2.0.CO;2-1
http://links.jstor.org/sici?sici=0022-3808(199310)101:5%3c915:JTAPEA%3e2.0.CO;2-1
http://www.jstor.org/stable/2171832
http://www.jstor.org/view/00129682/di971020/97p00906/0
http://www.jstor.org/view/00129682/di971020/97p00906/0
http://www.princeton.edu/~erossi/OG.pdf
http://www.mitpressjournals.org/doi/pdf/10.1162/REST_a_00421
http://www.jstor.org/view/00346527/di990696/99p00523/0
http://elsa.berkeley.edu/~chad/JonesQJE2005.pdf
http://onlinelibrary.wiley.com/doi/10.3982/ECTA9623/epdf
http://onlinelibrary.wiley.com/doi/10.3982/ECTA9623/epdf
http://www.journals.uchicago.edu/doi/pdfplus/10.1086/659311
http://www.journals.uchicago.edu/doi/pdfplus/10.1086/659311
http://onlinelibrary.wiley.com/doi/10.3982/ECTA8769/pdf
http://www.sciencedirect.com/science/article/B6VBW-4BWCCB6-2/2/2b46f085fadccccbf934d320380b49a3


 4 

6. Missallocation 

• Restuccia and Rogerson, 2008, “Policy Distortions and Aggregate Productivity with Heterogeneous 

Establishments,” Review of Economic Dynamics 

• Hsieh and Klenow, 2009, “Misallocation and Manufacturing TFP in China and India,” Quarterly Journal of 

Economics 

• Hsieh and Klenow, 2014, “The Life Cycle of Plants in India and Mexico,” Quarterly Journal of Economics 

• Moll, 2014, “Productivity Losses from Financial Frictions: Can Self-financing Undo Capital 

Misallocation?,” American Economic Review 

• Midrigan and Xu, 2014, “Finance and Misallocation: Evidence from Plant-Level Data,” American 

Economic Review 

• Caliendo, Mion, Opromolla and Rossi-Hansberg, 2015, “Productivity and Organization in Portuguese 

Firms,” working paper 

 

7. Diffusion 

• Chari and Hopenhayn, 1991, “Vintage Human Capital, Growth, and the Diffusion of New Technology,” 

Journal of Political Economy 

• Caicedo, Lucas, and Rossi-Hansberg, 2016, “Learning Career Paths, and the Distribution of Wages,” 

working paper 

• Alvarez, Buera and Lucas, 2008, “Models of Idea Flows,” working paper 

• Lucas, 2009, “Ideas and Growth,” Economica 

• Jovanovic and Rob, 1989, “The Growth and Diffusion of Knowledge,” Review of Economic Studies. 

• Lucas and Moll, 2013, “Knowledge Growth and the Allocation of Time,” Journal of Political Economy  

• Perla and Tonetti, 2013, “Equilibrium Imitation and Growth,” Journal of Political Economy 

 

 

 

http://dx.doi.org/10.1016/j.red.2008.05.002
http://dx.doi.org/10.1016/j.red.2008.05.002
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&frm=1&source=web&cd=1&ved=0CEYQFjAA&url=http%3A%2F%2Fqje.oxfordjournals.org%2Fcontent%2F124%2F4%2F1403.full.pdf&ei=btNoT7_8BcXm0gHM8NjsCA&usg=AFQjCNHDJeaR01npg4MzjoKwzyqXYemwOg&sig2=Uo3qaUwveAjWCorEwilJXQ
http://faculty.chicagobooth.edu/chang-tai.hsieh/research/HsiehKlenow_LifeCycle.pdf
http://pubs.aeaweb.org/doi/pdfplus/10.1257/aer.104.10.3186
http://pubs.aeaweb.org/doi/pdfplus/10.1257/aer.104.10.3186
http://pubs.aeaweb.org/doi/pdfplus/10.1257/aer.104.2.422
https://www.princeton.edu/~erossi/POPF.pdf
https://www.princeton.edu/~erossi/POPF.pdf
http://links.jstor.org/sici?sici=0022-3808(199112)99:6%3c1142:VHCGAT%3e2.0.CO;2-J
https://www.princeton.edu/~erossi/LCPDW.pdf
http://www.nber.org/papers/w14135.pdf
http://onlinelibrary.wiley.com/doi/10.1111/j.1468-0335.2008.00748.x/epdf
http://www.jstor.org/view/00346527/di990691/99p0024v/0
http://www.jstor.org/stable/10.1086/674363
http://www.jstor.org/stable/10.1086/674362

