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[0 O When defined this way, the job-finding rate measured by the BLS survey, JOLTS, averaged0.58 per month
from December 2000 to February 2006L] roughly half of the unemployedfound a job within one month. This
number overstates the job-finding rate for the unem-ployed, because many job hires come from people who
moved from one job to another[] without becoming unemployedD and some came from people outside of the
labor forced who were never recorded as unemployed(] . If we could adjust the number of hires permonth to
include only hirings that come from the unemployed, we would calculate asmaller job-finding rate. However, we
lack the data to make this adjustment.[] [0 Although the job-finding rate estimated from the available data likely
overstates thelevel of the rate, the movements in the estimated rate over time probably give a goodindication of
changes in the job-finding rate. The blue graph in Figure 9.13 on the nextpage shows the pattern of the calculated
job-finding rate from December 2000 toFebruary 2006. By comparing with the red graph, we see that the
job-finding rate mir-rored the unemployment rate. The job-finding rate fell from a peak of 0.90 in December2000
to a low point of 0.44 in spring 2003, then recovered along with the economy t00.70 in early 2006. Thus, the data
show clearly that the job-finding rate falls during arecession and rises in a boom.J [J The job-separation and
job-finding rates determine the dynamics of persons employedand unemployed. To get a realistic example, we will
use numbers for the job-separationand job-finding rates that mirror the U.S. data. Specifically, assume that the
job-separationrate is 0.03 per month and the job-finding rate is 0.5 per month, as shown in Figure 9.11.We assume,
for now, that these rates are constant. This assumption may be satisfactory forthe job-separation rate but not for the
job-finding rate, which tends to fall below averageduring a recession and rise above average during a boom.[]

(] Table 9.1 on page 223 assumes that the labor force is fixed at 150 million peoplel] roughly the U.S. number in
200607 . Suppose that the economy starts in month 1 with anunemployment rate, u, of 10%, indicating a serious
recession. Employment, L, starts at135 million, and unemployment, U, starts at 15 million.
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