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The Persistence of Unemployment in China from
a New Keynesian Perspective: Theoretical Study
and Numerical Simulation

CHEN Li-feng

(School of Economics s Huazhong University of Science and

Technology sWuhan 430074 ,China)

Abstract: This paper introduces the variable of unemployment into the
new Keynesian monetary policy framework by wage makeup. Based on the
calibrated model,it investigates the effects of technology,preference and mo-
netary policy shocks on the persistence of unemployment. The results dem-
onstrate that all of these shocks have some effects on the unemployment,and
the monetary policy shocks have stronger effects than the technology and
preference shocks. Then,it further analyzes the sensitivity of the persistence
of unemployment to primary parameters influencing the unemployment. The
result shows that the changes in work preference parameters and the labor e-
lasticity of output do not make the basic conclusions of this paper alter, but
different work preference parameters and the labor elasticity of output have
differentiated impacts on the persistence of unemployment and the extent of
the unemployment overshoot.

Key words: the persistence of unemployment; nominal rigidity; sensi-
tivity analysis (FTHE%%E F M)
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