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Cyclicality: Real Output and Total Hours 
(Private sector, HP filtered)
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Cyclicality: Labor Productivity and Consumption
(HP filtered, Cons = Nondurs and Services)
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U.S. Labor Wedge, 1987 to 2018
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Cyclicality in Wedge versus Total Hours
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Uses Frisch of one, IES of one-half
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Boppart and Krusell Overview
• Standard Macro model assumes balanced growth path, with constant 

hours worked
– But data show declining hours (will see figures)
– Looks roughly like linear trend (constant negative growth rate) in 

Ln(hours)

• Is also consistent with higher hours worked in poorer countries (Bick et. 
al., will show below)

• Consider preferences that produce balanced growth with declining 
hours:  requires stronger wealth effect on leisure than in KPR
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Intuition for Preferences
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Little trend in U.S. hours post WWII
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U.S. balanced growth stylized facts
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But decline in many countries
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Declined historically in U.S.
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At intensive margin
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U.S. workweek back to 1830
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Declined historically elsewhere
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So post WWII not representative
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Important caveats 
• Leisure has notably increased (Aguiar & Hurst)

1.16



Leisure since 1965, Aguiar & Hurst
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Leisure since 1965, Aguiar & Hurst
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Rise in leisure inequality
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Leisure shifted to lower-waged workers
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Important caveats 
• Leisure has notably increased (Aguiar & Hurst)

• Models abstract from a number of factors
– Nature of work/leisure dramatically evolves
– Innovations in home production—increased market labor
– The variety of market goods evolves:  encouraged market labor 
– Nature of leisure activities evolved—ambiguous effect
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Bick, et al., “How Do Hours worked vary with income?”

• Compare employment rates and average hours across large set of 
countries—compared as of year 2000, for ages 25-54

• Focus on 48 core countries with similar samples/definitions
– Workers working in sectors measured in GDP: includes agric. & 

self-employed, but not home sector
– Respondents report actual hours worked over recent time period 

(last week, month); data collected over entire calendar year
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Bick, et al., Main findings

• Rich countries (top 3rd GDP) work 18.9 hours per week, compared to 
28.5 in poor countries (bottom 3rd GDP), 40 percent difference in logs
– Elasticity of hours wrt GDP/hour is −0.12
– Employ. rates account for 3/4ths (same as for business cycles)
– Expands welfare differences, about 40% in income units—high 

income/low factor 19 rather than 12 (nature of work also different)
• Within countries

– Relative hours fall with relative wage in most countries, but in 
richest countries do not (in poorer countries fit relation across 
countries)

– Is stronger for men--reflect lack of non-market info?
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Main cross-section
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Main cross-section cont.
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Holds controlling for gender, education
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Employent versus workweek
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Within country patterns
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Bick et al. (2019)
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Bick et al. (2019), cont. (Wagner’s Law)
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Bick et al. (2019), continued again

1.31



Chang-Kim, with two-earner family
• Allow for family
• Income processes assumed orthogonal
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Chang & Kim parameters
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Some steady-state features
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Reservation wages for men
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Reservation wages for women
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Reservation wage schedules
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Implied Frisch Elasticities at Extensive Margin
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Adjusting wedge for heterogeneous workers

1.40

Assume:

– 75% of movements in total hours are via employment (data)

– “Marginal” workers less productive by one third (Barsky, Parker, 
Solon)
• biases labor productivity countercyc:  add back  (3/4)*(1/3) = 1/4

– Leave workforce causes drop of one-sixth (16.7%) in consumption
• biases consumption procyc:  subtract back    ̶  (3/4)*(1/6) = 1/8



Labor wedge “corrected” for heterog.
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Park: “Consumption, Reservations Wages, 
and Aggregate Labor Supply

Uses empirical joint distribution of wages and 
consumption to estimate supply elasiticity

Key insight—consumption is sufficient statistic for 
wealth and future earnings
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Reservation wage curve
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Robustness of Conditioning on Consumption
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Distributions
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Observed wages at a particular consumption and 
the extensive Frisch
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Allowing for measurement error
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Results for extensive Frisch
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