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Search + Unem ployment
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m\‘f—w (N) ‘ ”°W¢V¢P, our Mode/ Viuva/
-Huu}ua-\-u‘ov\s in N as Fluctughons i e
houvs _worKkeel ‘y a “representfuhie household
In He real world ) most CJC-,I'CQ/ Veriahon 1y
howrs worled rqmsen-); chuﬁq " +he number of
people Who have Jobs.

¢ A complete picture of Hhe labor market reguires
an undecstandin of unemployment, \/Jka T a
+hat some reop& wont to Work , but cannot

'Rnd JObS ?

Degui‘l‘fdhs
|~) unemrloam"‘ ﬂo&_g - E%M

L 4 - E"‘“
2.) P«r-hc.ufaho;\ RA"C L

o The untmyloumm‘,‘ rete exhibits 607"‘;{10“’;
evolving trewds , avel Sharp cyelical chang €5,
T4 ic a M)H? countercyehical avel /ammg
vavriab le .



Percentage of the Labour Force Unemployed

FIGURE 16.1

The Canadian
Unemployment Rate,
1946-2005. L

The unemployment rate
shows considerable cyclical
volatifity. In Canada, there
was aiso a frend increase in
the unemployment rate from
the late 1960s until the
mid-1980s, and a small trend
decrease from the mid-1980s
through the 1990s.

Source: Adapted from the Statistics
Canada CANSIM database, Series
¥2461224, and from the Statistics
Canada publication Historical Satistics

of Canads, Catslogue 11-516, 1983,
Serfes D491.

FIGURE 16.2
Deviations from Trend in the
Unemployment Rate, and
Percentage Deviations from
Trend in Real GDP for
1976-2005

The unemployment rate is
countercyclical, as it tends to
'be above (below) trend wher-
real GDP is below (above)
trend.

Source: Adapted from the Statistics

Canada CANSIM databass, Series
V2062815, v1982067.
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The DMP _ Made/

o Tle DMP mode! «#c.mﬂ': h formalize the process of
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4) I a comsumer s search 15 unsuccesshul, Me;
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Fitwa Oph miT ahon

Vacancq Hilling Prod. 2 fy = Lcem(%)= & m(V;)
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T rises, Firms search Costs
-w ' increase , Since the prob. of
! ewm{)) meei-wa a Worker declines.

This must be O'P":SC* 4
) ] Some Combo. O-F Jowe
vaesncy costs (kd) , Ny her
Produ d-m (21), or
\ower Wa

Nas), &ﬁm‘qin;

When & workey and $rm meer, Fhe % corfoont @ &r;ammj
PNHQM Both are ‘C"Cf o'f g a ree o form a
modth (Sinee they no lonser howe b ph eard, eoshs), bm" 14
not clear how Phey wll split Fhis “meteh surplus

W=b = worker Surplus
z2-wW: Firm Surplus
2-b = model, Shrplhj

= - Ne l\ - K ,4'}1\/ Ba CILYL]
(e b = Gﬁ 52 ? 3“:3%.‘-.3 - P:wero-P(Wov'lzuj




MM&\ Summaig_
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¢ Nohice that the Pprevious 2 eompqm-h‘ve stehc

results predicted an iaverse relq-h‘onsl.,‘/o between
hnemp}o\’men')‘ (W) and vacancies (v).

. This invevse relakonship is apparent in the dm‘qj
ard 15 called the B_e_ven‘ggi Curve .

b Al else egua ,
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¢ Shifds \n +he \Md’c.)\ina Lunchion will shift He
Beveridge Curve, which can Couse the snverse
rg)q-h‘mg\."; bedween U and V T break down,



