Real Business Cycles

Vinyl Records
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How can AA be negative?

¢ Sectoral Shifts
¢ Government Policies
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Sectoral Shifts

This takes time. Skills at making
Vinyl Records are now obsolete,
while people skilled at making
CD'’s are in short supply.
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Vinyl Records CD’s
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Sectoral Shifts
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This takes time. Skills at making
Vinyl Records are now obsolete,
while people skilled at makina
In the interim, productive capacity
suffers.

Vinyl Records CD’s
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Sectoral Shifts

Automobiles in the 1980’s
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Government Policies

* The government adopts...

— strong environmental policies, regulating what
firms can and cannot do.

— new health and safety requirements.

— a strong social security program, giving
experienced workers an incentive to retire
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— a strong social security program, giving
experienced workers an incentive to retire
early.
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