
7.3. Evidence

Fig. 7.3.1: Average hours of
leisure per week for everyone
ages 14+ in the US. Source:
Ramey and Francis (2009).

Fig. 7.3.2: Average hours of
work per week across countries.
Source: Bick et al. (2018).

One hypothesis, put forward by Prescott (2004), is that the reason is di�erences in tax and social security

policy. Europe has higher tax rates and social spending than the US. These, the argument goes, discourage

Europeans from working as hard as Americans. Prescott proposes a simple version of the model in this

chapter and argues that it can explain the magnitude of the di�erences between US and European labor

markets. Exercise 7.5 asks you to go through the details of Prescott's calculation and to think about the role
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