ROBERT E. LUCAS, Jr.

I was born in 1937, in Yakima, Washington, the stdghild of Robert
Emerson Lucas and Jane Templeton Lucas. My sistepher was
born in 1939 and my brother Peter in 1940. My peréad moved to
Yakima from Seattle, to open a small restaurang, Oicas Ice
Creamery. The restaurant was a casualty of the-383¥wnturn, and
during World War Il our family moved to Seattle, &k my father
found work as a steamfitter in the shipyards andmyher resumed
her earlier career as a fashion artist. My broemiel was born in
Seattle in 1948.

My parents were admirers of President Rooseveltla@dew Deal.

Their parents and most of our relatives and neighta@re
Republicans, so they were self conscious in tliteérélism and took it as emblematic of their
ability to think for themselves. The idea that aoeld decide for oneself what kind of person
to be, and that one ought to think about thesestetd, was not limited to politics. |
remember discussions, with my mother especiallyeligion (she was a liberal protestant), of
decor (she favored hardwood floors and orientagyugven on how to choose what kind of
cigarette to smoke.

After the war, my father found a job as a weldest abmmercial refrigeration company,
Lewis Refrigeration. He became a craftsman, theal@s engineer, then sales manager, and
eventually president of the company. He had neegelldegree and no engineering training,
and learned the engineering he needed from thegbepvorked with and from handbooks. |
remember many technical and managerial discussighdhim, as well as our ongoing
political arguments. When | took calculus in higihsol, he enlisted my help on a
refrigeration design problem he was working on-aotlially used my calculations! It was my
first taste of real applied mathematics, and artiegcone.

| attended Seattle Public Schools, graduating fiRoosevelt High School (where my parents
had graduated in 1927) in 1955. | was good at mathscience, and it was expected that |
would attend thé&Jniversity of Washingtorin Seattle and become an engineer. But by the
time | was seventeen | was ready to leave homecmidn my parents agreed to support if |
could obtain a scholarshiMIT did not grant me one but théniversity of Chicagalid. Since
Chicago did not have an engineering school, thiledmmy engineering career. But when |
began the 44 hour train trip "back east" to Chicageas pretty sure something interesting
would turn up.

What to do instead? | took some mathematics atagbicbut lost interest soon after my
courses got past the material | had half learnddgh school. | did not have the nerve to
major in Physics, which is what you did at Chicagthose days if you thought you could
make it. The real excitement for me was in therébarts core of the Chicago College,
courses from the Hutchins era with names like Hystd Western Civilization, and
Organization, Methods, and Principles of Knowledgeerything in these courses was new to
me. All of them began with readings from Plato &m$totle, and | wanted to learn all |

could about the Greeks. | took a sequence in An¢igstory, and became a history major.
Though | had no real idea what a professional hestadoes, | had learned that one can make
a living by pursuing one's intellectual interegts avriting about them. | began to think about



an academic career.

| obtained a Woodrow Wilson Doctoral Fellowshipdamntered the graduate program in
History at theUniversity of California With no Greek or French and minimal Latin and
German, | was in no position to pursue my classitakests, so | began work at Berkeley
with little more than an open mind. The most ergtmodern historian | had read at Chicago
had been the Belgian historian Henri Pirenne, wiaagseunt of the end of the Roman era
stressed the continuity of economic life in thesfaf major political disruptions. For me,
Pirenne's shift of focus away from emperors andmyr&lerovingian kings and on to the daily
lives of private citizens was novel and excitingg dit my sense of what was important. At
Berkeley, | took courses in Economic History anditad an economic theory course. | liked
economics at once, but it was obvious that to appiyth any confidence | would need to
know much more than | could pick up on the sida asstory student. | decided to move into
economics and, since there appeared to be no lidpaicial support from Berkeley's
Economics Department, | returned to Chicago. Dutirggrest of that academic year | took
some undergraduate economics at Chicago and da® @raduate courses, to prepare for my
real start as a graduate student the next fall.

It was lucky for me that one of my undergraduaxgsteeferred td?aul Samuelsos
Foundations of Economic Analysis as "the most important book in economics sincenthe"
Both the mathematics and the economics in Founaatiere way over my head, but | was
too ambitious to spend my summer on the second mpstrtant book in economics, and
Samuelson's confident and engaging style kept nmggall my spare time that summer
went in to working through the first four chaptdimse by line, going back to my calculus
books when | needed to. By the beginning of falirger | was as good an economic
technician as anyone on the Chicago faculty. Evererirmportant, | had internalized
Samuelson's standards for when an economic qudsiiibeen properly posed and when it
had been answered, and was in a position to tekeelof my own economic education.

In the fall of 1960, | begaklilton Friedmars price theory sequence. | had been looking
forward to this famous course all summer, but is fiex more exciting than anything | had
imagined. What made it so? Many Chicago students tré&ed to answer this question.
Certainly Friedman's brilliance and intensity, diglwillingness to follow his economic logic
wherever it led all played a role. After every eslalstried to translate what Friedman had done
into the mathematics | had learned from Samuelskmew | would never be able to think as
fast as Friedman, but | also knew that if | develbp reliable, systematic way for
approaching economic problems | would end up atigte place.

Friedman's course ended my long career as a catiscig, near-straight A student. Now if a
course did not promise to be a life-changing exqree, | lost interest and attended only
sporadically. | accumulated many C's, but alsa afltime to pursue what | found interesting.
| took my first rigorous analysis courses, andatistics course using Volume | of Willam
Feller'sAn Introduction to Probability Theory and Its Applications. | still pick up Feller's

book from time to time, as | do Samuelson's, jastlie pleasure of the author's company.

There was also plenty of interesting economicsgoim at Chicago. My interest in
probability and statistics stemmed from an inteiregiconometrics, stimulated by courses of
Zvi Griliches and Gregg Lewis. Donald Bear, a nessiatant Professor fro@tanford taught
a valuable mathematical economics course, and\gauable encouragement to technically
inclined students. Arnold Harberger's sequenceiblip finance was a lasting influence on



me too. My thesis, which used data from U.S. mastufang to estimate elasticities of
substitution between capital and labor, was writteder Harberger and Lewis, and was part
of a larger project of Harberger's analyzing tHeat$ of various changes in the U.S. tax
structure.

There was a terrific collection of students at @hiz in the early 1960s. My closest friends
were Glen Cain, Neil Wallace, Sherwin Rosen, ard. ®addala, and there were many
others who now have international reputations.rrany of us, the shock wave of Friedman's
libertarian-conservative ideas forced a rethinlohgur whole social philosophy. Intense
student discussions ranged far beyond technicacgois. | tried to hold on to the New Deal
politics | had grown up with, and remember voting Kennedy in 1960. "Nixon? Bob, you
couldn't,” my sister had said, and she was rigittt(fien!). But however we voted, Friedman's
students came away with the sense that we hadradouipowerful apparatus for thinking
about economic and political questions.

In 1963 Richard Cyert, the new Dean of the Grad8ateool of Industrial Administration at
Carnegie Institute of Technology (n@arnegie-Mellon Universily offered me a faculty
position. | had met Allan Meltzer and Leonard Raygpat my job seminar there, and | knew
GSIA would be a stimulating and congenial placenia. GSIA's leading intellectual figure
wasHerbert SimonAlthough Simon was no longer working in econonvidgen | came to
Carnegie, he was always ready to talk about ecar®(or any other area of social or
management science) at lunch or coffee. He gaw# a at GSIA the feeling of being in the
major leagues, and helped us to outgrow the seéasall the important work was going on at
Chicago or Cambridge.

Once my thesis was finished, | began theoreticakwa the decisions of business firms to
invest in physical capital and in improved techiggloDale Jorgenson had served on my
Chicago thesis committee, and his work on investrhad stimulated me. | spent a lot of time
in my first years at Carnegie Tech learning thehmatatics of dynamical systems and
optimization over time, and trying to see how thesthods could best be applied to
economic questions. Economists of my cohort alt te world were engaged in this
enterprise in the 1960s, and | remember excitimjazences on this theme at Chicago and
Yale, led by Hirofumi Uzawa.

During my years there, Carnegie-Mellon had a realekgroup of economists interested in
dynamics and the formation of expectations. Forénudsourse, was John Muth, my
colleague in my first three years there. Morton kKemand Nancy Schwartz had come from
Purdue about the time | came from Chicago. Dicl,Rostudent of Eugene Fama's at
Chicago, brought the ideas of efficient market thgo GSIA. Thomas Sargent came to
Carnegie-Mellon fronHarvardin the middle of writing his thesis, and | rememtie
discussions he and Roll had about interest rates iione of the rest of us could follow).
Morris DeGroot taught a course in statistical decisheory that influenced Edward Prescott,
and through Ed, me. John Bossons and later Midlaadll studied direct evidence on
expectations. It would be hard to think of a begtierup of colleagues, given my interests in
economic dynamics.

At Carnegie | became involved in two collaboratidmsth of which bore immediate fruit and
also influenced my thinking for years afterward.eQxi these was a project with Leonard
Rapping, my closest friend and colleague at tha tin which we undertook to provide a
neoclassical account of the behavior of U.S. wagesemployment from 1929 to 1958. The



paper was a bolder step into new territory thamuil have taken then on my own, and the
project never would have been undertaken or coexpleithout Leonard's confidence and his
expertise in labor economics.

Edward Prescott had come to GSIA as a doctoraéstud the same year | joined the faculty,
and we were immediate friends. A few years latérenvEd had become a faculty member at
Penn, | enlisted his help on a theoretical prdjéetd begun on the dynamics of an
imperfectly competitive industry. That problem dettd us, but in the course of failing to
solve it we found ourselves talking and correspogdibout everything in economic
dynamics. In a couple of years we learned largekfiof modern general equilibrium theory,
functional analysis, and probability theory, anatgra paper, "Investment under
Uncertainty," that reformulated John Muth's ideaatfonal expectations in a useful way .
During this brief period my whole point of view e€onomic dynamics took form (along with
Ed's), in a way that has served me well ever since.

David Cass, who came to Carnegie-Mellon in 1974, dexlier aroused my interest in
Samuelson's overlapping generations model of a tapneconomy. At about the same time,
Edmund Phelps convinced me that Rapping's and ndehwod labor supply needed to be
situated in a general equilibrium context. Thedi@mces, combined with much that | had
learned working with Prescott, came together inpager, "Expectations and the Neutrality
of Money," which was completed in 1970 and publtshe1972. The role of this paper,
certainly the most influential of my writings, is® of the subjects of my Nobel lecture. In
May, 1995, Rao Aiyagari organized a 25th Anniveysaonference for this paper, sponsored
by the Federal Reserve Bank of Minneapolis. Thasmn ranks high among the
professional pleasures and honors | have received.

In 1974 | returned to Chicago as a faculty memlmet980 | became the John Dewey
Distinguished Service Professor at Chicago, théipad hold today. Chicago has been a
marvellous place for me, as | knew it would be fnomw student experiences, and | have been
stimulated by colleagues and graduate teaching-@search on monetary theory,
international-trade, fiscal policy, and economiowgth: all the basic topics in
macroeconomics. But the main features of one'soagprto science, like the main features of
one's personality more generally, are set earlfFonme, the influences of my parents, my
undergraduate and graduate years at Chicago, arygany at Carnegie Mellon were critical,
so it is these influences | have focused on here.

| have had a rewarding personal life, intertwinegthvhe intellectual life that | have described
in these notes. Rita Cohen, also an undergradu&iBieago, and | were married in New
York in August, 1959, just before | began gradstiglies at Berkeley. Our son Stephen was
born in Chicago in September, 1960. Our son Joggshborn in Pittsburgh in January, 1966.
Steve is now a securities trader at the ChemicakBaNew York. Joe is a graduate student
in History atBoston Universityand his wife Tanya is a residenBsgth Israel Hospitah
Boston. Rita and | were separated in 1982, andrc&ebseveral years later.

Since 1982 | have lived with Nancy Stokey, whoasvra colleague of mine at Chicago. We
have collaborated in papers on growth theory, puiiance, and monetary theory. Our
monograph, Recursive Methods in Economic Dynamies, published in 1989. Since then,
our collaboration has been a domestic one only h#e an apartment on Chicago's north
side, and a summer house on Lake Michigan, in @wamty, Wisconsin.



