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Even when the economy is functioning at 
its potential, about 5 percent of the 
labor force is unemployed (joblessness 
can’t go much lower than that, because 
there are always people between jobs). 
Here’s what would happen to the 
unemployment rate in the years ahead 
under the three growth scenarios:
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Why it doesn’t feel like a recovery

But usually, the potential and 
actual output track pretty 
closely with each other. 

During a recession, 
actual output falls 
below potential.

If the economy were to grow at 2 
percent (it was 1.7 percent in the 
second quarter), the gap wouldn’t 
close, because potential output is 
constantly rising along with the 
growing population and rising 
worker productivity.

If the economy were 
to grow at 3 percent, 
the gap would close 
in 2020.

Sometimes the economy 
is turbo charged and 
Americans are cranking 
out more than can be 
sustained over the
long run.
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What the scenarios would
mean for unemployment

�e most recent recession
�e yawning gap between the two lines 
that began in 2008 and persists to this 
day reflects the depth of the nation’s 
economic crisis. 

�e actual output line started rising again 
during the summer of 2009, which is 
what economists mean when they say 
that the recession ended then.
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Annual rate of the country’s production of goods and services 

Annual rate of production of goods and services at full capacity, the level of output 
at which almost everyone who wants a job can find one, machines are being put to 
productive use and o�ce buildings are full.
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By Neil Irwin Just because actual output is rising doesn’t mean it’s back 
to where it needs to be — there is still a $900 billion output 
gap. So how long will it take to eliminate the output gap and 
put those 7 million Americans back to work? It all depends 
on the pace of growth. 

GDP needs to rise faster than potential output, and right 
now it isn’t. Here’s how long it would take the economy to 
return to full potential under three scenarios:

The nation’s economic woes boil down to this. Compared with a healthy economy,
about 7 million working-age people and 5 percent of the nation’s industrial capacity
are sitting idle, not producing what they could. The economy is growing again, but at a rate— 
less than 2 percent in recent months—that’s too slow to keep up with a population that keeps 
increasing and workers who keep getting more e�cient.

This is the output gap, the divide between the amount the United States can produce and
what it is actually producing. The gap, currently $900 billion, explains why we feel so 
miserable more than a yearinto what is technically classified as an economic recovery.
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If the economy were to 
grow at a 6 percent 
annual rate, the gap 
would close in 2012.

SCENARIO 1

SCENARIO 2

SCENARIO 3

$10

’00 ’01 ’02 ’03 ’04 ’05 ’06 ’07 ’08 ’09 ’10 ’11 ’12 ’13 ’14 ’15 ’16 ’17 ’18 ’19 ’20

$12

$14
trillion

$18
trillion

0%

10% 9.7%

Unemployment-rate projections

5%

’20’15’10


