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Note: in square brackets I occasionally comment on the particular correction.

‘A remarkably clear and coherent presentation of nearly all the analytical and conceptual tools one
needs to be a good macroeconomist, from the short run to the long run, from simple to more complex
models, from the closed to the open economy. An impressive tour de force.’
Olivier Blanchard, Robert Solow Professor of Economics, Emeritus, MIT; Fred Bergsten Senior Fellow,
Peterson Institute for International Economics
‘This wonderful book provides a balanced and accessible account of modern macroeconomic theory.
Both neoclassical and New Keynesian theories are presented in a consistent framework. Graduate
students as well as advanced undergraduate students will find it an invaluable
source of information.’
Dirk Krueger, Professor, Department of Economics, University of Pennsylvania
‘This much needed textbook fills a gap between standard intermediate macro textbooks and the
more advanced ones used in Ph.D training. It takes the student by the hand to lift them out of IS-LM
and introduce them gently to the tools used in today’s macroeconomic research.’
Professor David de la Croix, Professor of Economics, Université catholique de Louvain
Ben J.Heijdra is a Professor of Macroeconomics at the
University of Groningen, The Netherlands.

foundations of modern macroeconomics

The study of macroeconomics can seem a daunting project. The field is complex and
sometimes poorly defined, and there are a variety of competing approaches; it is easy for
the senior bachelor and starting master’s student to get lost in the forest of macroeconomics and
the mathematics it uses extensively. Foundations of Modern Macroeconomics is a non-partisan
guidebook dealing with all the major topics of this complex field. It summarizes the important
approaches and provides the student with a coherent angle on all aspects of macroeconomic
thought. Using succinct summaries of key points and further reading lists, it takes the reader from
basic IS-LM style macro models to the state of the art literature on Dynamic Stochastic General
Equilibrium, explaining mathematical tricks and including computational examples to help
the student bridge the gap between the theoretical literature and
quantitative-numerical implementations.

third edition

• Broad coverage bridging the gap between undergraduate economics
and the state of the art literature
• Features informative boxed case studies and worked example models to enable self-study

heijdra

HIGHLIGHTS OF THIS NEW EDITION
• Fully updated and substantially revised to reflect current thinking in macroeconomics
• Brand new chapters covering highly topical subjects such as dynamic programming, competitive
risk sharing equilibria, and the New Keynesian DSGE approach
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• page 11, equation (i): change ε to β
• page 15,line 2: change “attenuates” to “reinforces” [the induced employment effect
increases the effect on output]
• page 81, second paragraph. “. . . ΨY ∗ = α/(φ + α) > 0, and ΨP e = −αφ/(φ + α) < 0.”
[signs were switched]
• page 91, final line in equation (3.38): denominator should be −ΩK
• page 92, first line: (with −ΩK > 0)
• page 163, equation (5.41) misses some terms. It should read:
1
pt = [µu1 − ρu ]ut−1 + µu2 ut−2 + [µv1 + ρv ]vt−1 + µv2 vt−2 + [η t − εt ]
2
This can be seen by substituting (5.35) and (5.40) into (5.30) and solving for pt . The
trial solution in footnote 5 should include ut−2 and vt−2 also.
∗

Please send any errata and typos you may find to: b.j.heijdra@rug.nl. My gratitude will be genuine,
profound, and eternal.
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Heijdra: Foundations of Modern Macroeconomics, Second Edition, 2009
• page 213, just oabove (6.72): ”can be determined by. . . ” [add ‘be’]
• page 390, in (T3.5) it should be σ instead of œ
• page 420, just above eq. (12.36): “is obtained by using”
• page 442, just above eq. (13.30): “current-value”
• page 451, equation (13.60): element (1,2) should feature (1 − sI ) instead of (1 − sI )2
• page 458, two lines above (13.92): “is the labour supply function.”
• Page 460, “It follows (from (T4.6)) that consumption is a linear function of labour
supply.” [the ratio between C and 1 − L is constant]
• page 487, just above the figures: “for example capital”
• page 506, eq. (14.4) should feature F (K(t), L(t))
• page 520 two lines below (i): “and (tY − g) Z0 (κ∗ )α = γ ∗ + δ g to simplify” [missing α
power]
• pages 526-7, the transitional dynamics expressed in (14.75) and (14.76) is actually based
on the alternative definition, θ(t) ≡ C(t)/H(t). To obtain the dynamics for the standard
definition, θ(t) ≡ C(t)/K(t), row 3 must be deducted from row 2 in (14.76) to obtain:
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For this system the characteristic roots are the diagonal elements of ∆: δ 11 < 0, δ 22 > 0,
and δ 33 > 0. Nothing else is affected.
• page 571: “human capital” should be “human wealth” (twice on this page).
• page 606, below (16.3): “the agents wants” should be “the agent wants” [singular]
• page 606 [fn. 1]: the reference list fails to list Allais, M. (1947). Économie et Intérêt.
Imprimerie Nationale, paris. Second edition with a new intrdoduction, 1998. Paris:
Clement Juglar.
• page 609, above (16.25): “Specifically, we assume that technology is Cobb-Douglas
(Yt = Z0 Ktα L1−α
),” [both Kt and Lt appear in the production function.]
t
• page 619, just above eq. (16.54): ∂ΛY /∂C O = (∂ΛY /∂C Y )/(1 + r)
• page 781, 7 lines from the bottom: “to lower the price”
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• page 795, first paragraph of Further reading: one reference to Galı́ (2015) suffices.
[not really a typo, but who cares?]
• page 864, the page numbers for Heijdra, Kindermann, and Reijnders (2017) are 37-57.
[not really a typo, but who cares?]

