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An Analysis of Technology and Labor Supply Effect on
China’s Economic Fluctuation
—— An FEmpirical Study Based on a Divisible Labor RBC Model

HUANG Ze-lin

(Graduate School o f Finance and Economics, Shanghat University
of Finance and Economics, Shanghai, 200433, China)

Abstract: On the basis of different characteristics in economic fluctuation
between China and other countries, the author gives the idea of setting up a
divisible RBC model for China’s macro economy and makes a corresponding
empirical test. Under the framework of RBC model, the impact of technolo-
gy shocks on China’ s business cycle and labor market is analyzed. Then
some conclusions are drawn; firstly, in both fixed labor and divisible labor
RBC models, technology shocks can mainly explain the variance of China’s
cyclical fluctuation; secondly, the empirical results of divisible labor RBC
model show that labor supply has little effect on China’s economic fluctua-
tion, technology improvement exerts a positive effect on output, private
consumption and employment. Since the technology effect on employment
growth is limited, the growth of labor demand rises obviously slower than
that of labor supply and the unbalance in labor market is therefore severe,
As a result, employment fluctuation is mild and unemployment becomes in-
creasingly serious in China,

Key words: technology shocks; labor supply; divisible labor; RBC Mod-
el; economic fluctuation (Fi1EE % M
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