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No matter how we define social progress, it is closely associated 
with technological change.

Technological change has an asymmetric effect on birth-cohorts :

- the younger adjust more easily

- the better educated have better chances to adjust in higher 
ages

New technologies tend to result in the replacement of older 
workers with younger ones.

New technologies tend to flatten the age-earnings curve.



Hungary in the 1990s: a natural laboratory of technological 

change.

Prediction is that the employment / participation rate of older 

workers decreases and the age-earnings profile flattens.



Labor force participation rates by birth cohorts in various years

Calendar year

Birth year of cohort 1992 1997 2002 2007

A 1973-1977 22 60 75 81

B 1968-1972 70 72 78 83

C 1963-1967 77 76 82 85

D 1958-1962 84 82 82 81

E 1953-1957 89 83 78 74

F 1948-1952 89 78 69 51

G 1943-1947 85 62 41 14

H 1938-1942 70 29 10 5

I 1933-1937 34 7 3 1

J 1928-1932 14 3 1 na

K 1923-1927 9 2 na na

L 1918-1922 5 na na na

Three-way table:

• horizontal: career of a cohort

• vertical: LFP age-pattern in a 

calendar year

• upward diagonal: cohorts 

compared in the same age

Source: OECD labor statistics.



However, this is just the employment / participation side 

excluding the effect of the age-earnings profile. What we need is 

a profile of labor income by birth-cohort.



Labor income age-profile in Hungary, 2005

Note: Aggregate labor income 

in the national accounts broken 

down by birth-cohorts per 

capita.

Aggregate labor income:

D.1: compensation of 

employees +

B.3g labor share of mixed 

income +

D.2 labor share of taxes on 

products –

D.3 labor share of subsidies

Source: National Transfer Accounts for Hungary  (www.ntaccounts.org).

Profile is based on a sample of tax-declaration forms.

http://www.ntaccounts.org/


A proxy: age profile of taxes on wages

Source: Age-profiles 

are based on samples 

of tax-declaration 

forms. 

Macrocontrol: Total 

wage-related taxes. 

2008 prices.

It may sound strange to define social progress as paying more or 

less taxes but here wage related taxes serve as a proxy for labor 

income.



Since then …

Source: Age-profiles are based on samples of tax-

declaration forms. 

Macrocontrol: Total wage-related taxes. 2008 prices.


