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Abstract

This introduces the symposium on dynamic general equilibrium.
© 2009 Elsevier Inc. All rights reserved.
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The way aggregate economics is done has changed dramatically over the last four decades:
a revolution has occurred. The methods of microeconomics, general equilibrium theory, control
theory, dynamic programming, statistical decision theory, and game theory have been adopted by
macroeconomists and adapted to address questions that involve market interactions among ratio-
nal, forward-looking agents, in dynamic settings that experience stochastic shocks. No longer
do macroeconomists simply posit aggregate labor supply as a function of the contemporaneous
wage and let it go at that. Dynamic general equilibrium models that can be constructed with the
new methods have been used to address both traditional macroeconomic questions and a wide
array of new problems.

Every aspect of aggregative modeling has been affected by this revolution: investment theory,
models of labor supply and labor market frictions, business cycle theory, the way risk and expec-
tations are modeled, models of asset prices, monetary theory, models of fiscal policy, models of
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