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FIG. 5. The Fit of the Expectations-Augmented Phillips Curve.

2.4 Short-term versus Total Unemployment

We depart from most previous research by including short-term rather than total
unemployment in our Phillips curve. Here we examine whether the data support
this choice by comparing three equations: our preferred Phillips curve with short-
term unemployment; a variation that includes total unemployment instead, with CBO
estimates of the natural rate; and a horserace regression that includes both short-
term and total unemployment. We estimate these equations for the entire 1985–2015
sample and for the three subsamples we examined before.


