
Modelling the labor markets and spare capacity in macroeconomics: theory 

and policy applications 
 

Lecturer: Francesco Zanetti, Associate Professor of Economics at the University of Oxford. 

 

This course is designed to introduce participants to the theory and analytical tools to develop models with 

unemployment and spare capacity to study their influence on aggregate fluctuations and economic policies. 

The course will focus on the search and matching theory in labor and goods markets and the role that search 

frictions play for the effect of monetary and fiscal policies. Applications will include practical sessions in 

MATLAB. 

 

Topics covered 

• The Diamond-Mortensen-Pissarides model of the labor market. 

• Exogenous and endogenous separations in labor market models. 

• Search in the goods markets with applications to fiscal and monetary policy 

• Search and supply-chain-disturbances. 

• The effect of labor market institutions with applications to monetary policy. 

 

Examination 

The examination will comprise a term paper (for FU students) on a research question related to the topic of 

the course, based on the replication of existing work with some novel extensions or interpretations of results. 

PhD students will additionally need to write a short research proposal not exceeding 4,000 words on a topic 

of their choice broadly related to the course. 
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