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An Empirical Test of Phillips Curves in China

QIAN You-ni

(School of Economics, Peking University, Beijing 100871, China)

Abstract: This paper tests the output gap-based Phillips Curves, using
data in China from 1952 to 2002. I first estimate the unobserved potential
output by Kalman Filter technique based on the assumption that real output
can be decomposed into trend and cycle output, which are modeled in a state
-space representation derived from a vector autoregressive (VAR) process.
Then a regression model is established between inflation rate and output
gap, which indicates that Phillips Curves can not hold in the long run in Chi-
na. -

Key words: Phillips Curves; output gap; Kalman Filter
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