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Figure 12-3

The Effects of an Increase
in the Saving Rate: I

An increase in the saving rate
leads to an increase in the
steady-state levels of output
per effective worker and capi-
tal per effective worker.
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The Characteristics of Balanced Growth

Growth Rate:

1 | Capital per effective worker 0

2 | Output per effective worker 0

3 | Capital per worker ga

4 | Output per worker ga

5 | Labor gn

6 | Capital ga + gN
7 | Output ga + 9N
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Log GDP per capita per person, PPP, in 1995
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Figure 12-5

Protection from
Expropriation and GDP

per Person

There is a strong positive rela-
tion between the degree of pro-
tection from expropriation and
the level of GDP per person.

Source: Daron Acemogiu, “Under-
standing Institutions,” Lionel Robbins
Lectures, 2004. London School
of Economics. http://economics.mit.
edu/files/1353.
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Figure 1 PPP GDP per Person: North and South Korea, 1950-1998
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K/N versus A:
Rich Countries (1985-)

Growth rate at steady state: gK = gY = gA + gN
g(K/N) = gY - gN gA

Rate of Growth of Output Rate of Technological
per Worker (%) 1985-2014 Progress (%) 1985-2013
France 1.3 1.4
Japan 1.6 1.7
United Kingdom 1.9 14
United States 1.7 1.4
Average 1.6 15

Source: Calculations from the OECD Productivity Statistics.
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‘Table 12-3

Rate of Growth Rate of Growth of Rate of Technological

of Output (%) Output per Worker (%) Progress (%)
1978-1995 10.1 7.4 A+ 7.9
1996-2011 9.8 8.8 > 5.9
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Solow Residual

Let gY = agN
gA = (1/ a)x[gY - (agN + (1-a)gK]]
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Figure 13-1

The Demand for Goods
in the Short Run
following an Increase in
Productivity

An increase in productivity
may increase or decrease the
demand for goods. Thus, it
may shift the IS to the left
or to the right. What happens
depends on what triggered the
increase in productivity in the
first place.

MyEconLab Animation
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Figure 13-2

The Effects of an Increase
in Productivity on Output
in the Short Run

An increase in productivity
shifts the aggregate supply
curve down. It has an ambigu-
ous effect on the aggregate
demand curve, which may shift
either to the left or to the right.
In this figure, we assume it
shifts to the right.

Price level, P
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Figure 13-2 8 —
Labor Productivity and
Output Growth in the 6
United States since 1960 h
There is a strong positive rela-

tion between output growth
and productivity growth. But
the causality runs from output
growth to productivity growth,
not the other way around.
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Source: Real GDP growth rate; Series
A191RL1A225NBEA Federal Reserve
Economic Data (FRED); Productivity
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Figure 13-3

The Effects of an Increase
in Productivity on

the Natural Rate of
Unemployment

An increase in productivity
shifts both the wage and the
price-setting curves by the
same proportion and thus has
no effect on the natural rate.
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Figure 13-4

Productivity Growth and
Unemployment. Averages
by Decade, 1890-2014

There is little relation between
the 10-year averages of produc-
tivity growth and the 10-year
averages of the unemployment
rate. If anything, higher produc-
tivity growth is associated with
lower unemployment.

Source: Data prior to 1960: Histo-
rical Statistics of the United States.
Data after 1960: Bureau of Labor
Statistics.
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Figure 13-5

The Effects of a Decrease
in Productivity Growth
on the Unemployment
Q Rate When Expectations
gﬁ of Productivity Growth
% A Adjust Slowly
2 Price setting | If it takes time for workers
E to adjust their expectations of

productivity growth, a slow-
down in productivity growth
will lead to an increase in the
natural rate for some time.

Wage setting
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Figure 1

Earnings Losses of Workers
Who Experience a Mass Layoff

Source: Steven J. Davis and Till M.
von Wachter, “Recessions and the
Cost of Job Loss,” National Bureau
of Economics Working Paper No.
17638.
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Figure 13-6 1.4 —

Evolution of Relative
Wages by Education Level,
1973-2012

Since the early 1980s, the
relative wages of workers with
a low education level have
fallen; the relative wages of
workers with a high education
level have risen.

1.3 —
Advanced degree

1.2 —

College degree

1.0 Lag b —E— x
', \

1973 = 1.0 High school diploma

Source: Economic Policy Institute
Data Zone. www.epi.org/types/data-
zone/.
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Figure 13-7

The Evolution of the Top
1% Income Share in the
United States since 1913

Top 1% refers to the top per-
centile. In 2014, these were
families with annual income
(including capital gains) above
$387,000. Top 1% to 5% is
the next 4%, with annual in-
come between $167,000 and
$387,000 dollars. Top 5% to
10% is the bottom half of the
top decile; families with annual
income between $118,000 and
$167,000 dollars. Income is de-
fined as annual gross income
reported on tax retumns exclud-
ing all government transfers.

Source: The World Top Income
Database. http://topincomes.pariss-
choolofeconomics.eu/#Database.


mailto:namun@snu.ac.kr

O
1T

o IAHE[: 7| R|HiZ

O

<)
i
Jire
~
N
L_;.P._
-
..A.o
m.|_
o N
—q <
o o
aeial
QO H
old oo
ujr ujrge
< A._W
o olo
<0 U
N T_M
o o

u.ac.kr

Namun Cho/ mailto:namun@sn


mailto:namun@snu.ac.kr

g 115
= A|A}

=3y {
L

|
|.

T
G
O

Af
Q

=
2

:|I:

C HIT
OOO
15

._._.__H_

u.ac.kr

Namun Cho/ mailto:namun@sn


mailto:namun@snu.ac.kr

Namun Cho/ mailto:namun@snu.ac.kr



mailto:namun@snu.ac.kr

