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Slowdown of Potential Output

Measurement (of Potential Output)

Why?

Labor Market: Demographics

Technology

Labor Saving

Transition (Learning)

2 / 20



Measurement

Neither Okun’s Law nor Phillips Curve are structural

relationships. ⇒ Deviation from the past pattern

Jobless Recovery in the last 3 recession

Shifts in Beveridge Curve

⇒ Need caution.

Projection based on past data may not hold for future

3 / 20



Beveridge Curve: 2000-2010
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Beveridge Curve: 1951-2010
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Why? (Sources of Slowdown)

Labor Market: Demographics

Technology: Not yet materialized
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World Map of Elderly: Year

2000
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World Map of Elderly: Year

2050
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Population Aging

Population aging is everywhere.

May cause decline in economic growth.

Lack of labor force

Fiscal burden (High dependency ratio)
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Economy Does Respond to Aging

Extending (mandatory) retirement age

Female labor force participation

Immigration
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Life-Cycle Labor Supply

by Cohort: Men
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Charts 1–3

Possible Shifts in Hours Worked

Extrapolated Average Weekly Hours Worked per Person
by Cohorts at Various Ages in the United States
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Life-Cycle Labor Supply

by Cohort: Women

Changes in Hours Worked
Ellen R. McGrattan, Richard Rogerson

27

reallocation is the dramatic increase in U.S. Social Se-
curity benefits to retired workers. In Chart 6, we show 
the average monthly benefits in constant (2000) dollars. 
Over the 1940–2000 period, these benefits have more 
than tripled. Since eligibility rates also changed over 
this period, the tripling of benefits actually understates 
the economic impact of Social Security. Such changes 
can be expected to have some impact on retirement and 
hence on the number of hours that older individuals are 
willing to work.12 

Finally, there has been a shift from single-person 
household hours to married-person household hours, due 
in part to policies and regulations (like divorce laws) that 
affect family structure. To document changes in family 
structure over the 1950–2000 period, we report in Table 
11 what portions of the population (aged 15 and over) 
have been in each of several marital status categories. 
The data in Table 11 show major shifts over time: by 
2000 a much smaller portion of the population is mar-
ried with a spouse present and a much larger portion is 

 12See, for example, Lumsdaine, Stock, and Wise 1994 for evidence of how 
retirement plans influence hours worked for older individuals.
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Chart 4

A Narrowing of the Gender Wage Gap

The Ratio of Female to Male Before-Tax Earnings for Full-Time Workers 
in Manufacturing Between 1820 and 1930 and in All Sectors Between 
1900 and 1992, in the United States
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Aging in Labor and Capital

Population aging is everywhere.

New Business Formation Slowed Down
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Another Perspective on

Weak Employment of Young

Recent paper by Aguiar, Bils, Charles, and Hurst (2018):

“Leisure Luxuries and the Labor Supply of Young Men”

Big increase in time-intensive leisure activities for Young

Technological innovations

Video games, Netflix, Cable TV.

Cost-effective leisure activity → Low labor supply
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Employment Rates for Younger and Older Men
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Fraction of Men Who Report Working Zero
Weeks During the Year
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American Time Use Survey

Leisure Activities of Younger Men
Hours per Week

2004- 2012-
Activity 2007 2015 Change

Total Leisure 61.0 63.4 2.3

ESP 24.3 24.9 0.5

Computer 3.3 5.2 2.0
Video Game 2.0 3.4 1.4

TV/Movies 17.3 17.1 -0.2
Socializing 7.8 7.9 0.1
Other 8.3 8.2 -0.1

11 / 73Note: “Recreational” ESP is time spent beyond 49 hours per week. Other Groups
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Computer Time by Leisure Quartile
By Employment Status

0.0

0.5

1.0

1.5

2.0

2.5

3.0

1 2 3 4 1 2 3 4

C
om

pu
te

r 
Ti

m
e 

(H
ou

rs
 P

er
 D

ay
)

Year: 2004-2007 Year: 2012-2015

Adjusted Leisure Quartile:
Working Men

Adjusted Leisure Quartile:
Non-Working Men

13 / 7318 / 20



Young vs. Old Employment:

Global Phenomena
Conclusion
A Global Phenomenon
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Slowdown of Productivity

Too soon to blame Technology...

Job Loss due to Technological Progress

(e.g., robots or A.I. this time).

So far, history has proved otherwise.

Perhaps we sound like Malthus (too pessimistic).

Fogel: 1/3 of economic growth in Britain in 1790-1980

was due to improved nutrition.

United Nations’ Definition of Dependent: Age 65.

→ Nowadays: very active and healthy.
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