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Paper Summary 
 Evidence of  price stickiness 

 Issue: Walrasian adjustment norm is unmeasured 

 Issue: Prices that actually clear markets might be long-
run contract prices rather than spot prices 

 Blinder finds that random sample of  GDP reveals a 
substantial degree of  price stickiness 

 Though firms do not typically respond faster to demand 
shocks than to cost shocks and do not typically raise 
prices faster than they lower them 

 Reasons for Price Stickiness 

 12 Theories 



The Twelve Theories 



Results 



Conclusion 
 Direct survey evidence indicates existence of  price stickiness 

 Most popular theory: coordination failure (asymmetric) 

 The worst theory: judging quality through price 

 Marginal costs are not found to significantly cause sticky prices 

 Countercyclically sensitive markups are not very important 

 Adjustment costs are more often fixed (menu costs), asymmetric, 
and an important source of  price rigidity for ~40% of  the 
economy 

 Survey methodology offers a new avenue of  insight 
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