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Research  “Vacancy and Unemployment in Two Sector Search Framework: A Multiple
Papers Shock Approach”

The purpose of this paper is to develop a two sector search model to analyze the
behavior of vacancies and unemployment as a result of persistent exogenous shocks.
One sector search and matching models cannot generate the observed business cycle
fluctuations in vacancies and unemployment as a result of exogenous productivity
shocks of plausible nature. In a two sector model, exogenous productivity shock to one
sector can spillover to other sector through changes in consumer demand as a result of
change in relative wages across sectors. Also sectoral shocks can have impact on the
cost of creating vacancies and the consumer preferences across the sectors. | will show
that if positive productivity shock to one sector is strong enough to reduce the costs of
creating vacancies in the sector and also if it causes a shift in preferences, then a small
productivity shock can have substantial impact on the vacancies and unemployment
and hence increases the fluctuations of the vacancy-unemployment ratio. The general
conclusion remains the same that the productivity shocks alone cannot generate the
volatility of vacancies and unemployment observed in the data

Research in “Testing Sectoral Shifts Hypothesis using JOLTS Data”

Progress
Shifts of employment demand between sectors necessitate continuous labor
reallocations. As a result of matching friction in the market, it can be assumed that it
takes time for workers to meet new employer even under the assumptions of perfect
competition. Hence some unemployment is unavoidable as a result of sectoral shifts
within an economy. To test this sectoral shift hypothesis, | am using the Job Opening
and Labor Turnover Survey (JOLTS) data. Bureau of Labor Statistics started collecting
the JOLTS data since December 2000. It is a monthly time series data, collected from
sampled establishments on a voluntary basis, includes employment, job openings,
hires, quits, layoffs and discharges, and other separations. Data is collected according
to NAICS classification. | am trying to identify the effects of shocks on each particular
sectors in the economy and for the whole economy as well.



