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a. Research Question 
What role does trade credit play in business cycle fluctuations?
b. Methodology/data source
· Identifying financial and productivity shocks without imposing the structure of my model on the data.
· Empirically assessing the relative contribution of aggregate versus idiosyncratic, industry-specific shocks in generating cyclical fluctuations. 
c. Contribution to the literature 
A growing literature examines the importance of network effects in micro economics beginning with the seminal work of long plosser (1989) and continuing with Dupor (1999), Horvath (2000), Shea (2002) among others. The notable work of Bigio and L’O (2017) explores the interaction between the financial frictions and input output structure of an economy by introducing financial constraints into a version of the Acemoglu et al. (2012) economy.
d. Problems with their approach 
Problem- identifying financial and productivity shocks without imposing structure on the model on the data
Approach- constructing quarterly measures of bank lending based on data from call reports collected by FFIEC, followed by augmenting an identified VAR of macro and monetary variables with the measures of bank lending.
Problem- assessing the relative contribution of aggregate versus idiosyncratic, industry-specific shocks in generating cyclical fluctuations.
Approach- use of a log linear approximation of the model to back out the productivity and financial shocks to each industry required for the model to match the fluctuations in the output and employment data.  














