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=> Level form:  

 

=> Difference form: 

With: 

 

 Productivity growth, constant; Okun 1962 

 

 

 

 

 

 Productivity growth: short run=> creates unemployment (demand 
constrained economy, productivity growth faster than output growth,  

     Okun =0) 

 

 Productivity growth: long run=> reduces unemployment  (affecting long run 
technology, long run supply and cash flows of firms,  more competitive) 
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Literature: 

• Blanchard and Solow (1994), Blanchard,  Macroeconomics, also 
Gordon (2011) 

• P. Chen and W. Semmler (2007): Productivity and Unemployment 
in the short and long run, SCEPA working paper (two time scales) 

• M. Galegatti, J. Ramsey and W. Semmler, US  (multiple time 
scales, wavelets) 

• M. Galegatti, J. Ramsey and W. Semmler, 7 OECD countries 
(multiple time scales, wavelets) 

• Haupt, Schnurbus and Semmler (2016), Drivers of growth… 
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Two time scales (Chen/Semmler), data: Francis/Ramey (2004) 
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Using moving averages and MLE we have (best fit 59 quarters): 
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Nonlinear model, non-parametric estimation (penalized splines) 
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Using moving averages and MLE we have (best fit 59 quarters): 
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Multiple time scales (wavelets), see work with Galegatti and J. Ramsey 
=> US case: 
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Multiple time scales (wavelets), see work with Galegatti and J. Ramsey 
=> 7 OECD countries: 

 



Some More General Remarks 

• Regime changes (results from regime change models), shocks have 
asymmetric effects, use of MRVARs 

      a) output shock:  and employment multiplier stronger in recessions,  
      Mittnik/Semmler (JEBO, 2012) 
      b) productivity shock: has asymmetric effects on employment (greater  
      negative effect of TFP shocks in recessions, less in  
      expansions (Ferraresi/Roventini/Semmler, 2016)  
      c) trend shift : long run declining productivity growth; since 2000 (2007-9);   
       effects on unemployment? Is “natural rate” moving down  
• Structural change: what employment effects will  the shift toward more 

green sectors have? Mittnik et al. (2014), use of IO tables and a double- 
sided VAR,  for 9  countries      

• Growth matters for unemployment, but   
      a) what are long run growth drivers, see Haupt et al (2016),  leap  
      frogging, role of technology, human capital, wages, resources…  
      b) what are macro drivers of growth? (need of a large scale Okun model:  
      output, inflation, interest rate, unemployment, credit flows).  
 



Goethe’s “Faust” 

                  Essential is (real) growth: 

„Zum Golde [Wachstum] drängt, am Golde 
[Wachstum] hängt doch alles“ 

 

 “To gold [growth] they tend, on gold 
[growth]depend, all things! Oh, poverty!” 

 



Appendix 1: TFP shocks in growth regimes 



Appendix 1: EU Regime dependent Okun’s 
Law– Euro South vs Euro North 



Appendix 1: Okun’s law in a high dim macro model 

 

 

 

 

 

 


