Michad Reutter

A Macroeconomic Modd
of West German
Unempl oyment

Theory and Evidence




Contents

1. INntroducCtion. . ... ... 1
2. Econometric Methods .. ... . ... ... ... ... 9
21 Cointegration Analysis . ... ... ... ... 10
22 Modding Seasonadlity. . . ... ... ... 16
3. The Union-Firm Bargain. ... ... .. .. .. ... .. ... ... .. ... 23
31 BargainingModds .. ... ... . ... 25
32 Empirical Tests . ... ... 29
4. The Bargaining Solution.. ... ... ... ... ... ... ... ... . ... ... 33
41 D€finitions . ... A
42 The Allocation Set ... ... . ... .. ... 35
4.3 The Proportional Solution .. . ... ... ... ... .. .. ... ... 37
44 Why the Proportional Solution? ... ... ... .. .. .. . ... ... 39
45 An Evaluation of Arguments Against the Proportional Solution 44
5. Labour Market Models and Wage Dynamics . ... ... .. ... 47
51 A Unified Framework . ... ... ... .. . ... 438
52 An Empirical Implication ... ... .. ... ... 52
53 Empirical Results . .. . ... ... ... 54
54 Conclusions . ... ... ... ... 60
55 Appendix . ... ... 60
6. A Model of Involuntary Unemployment. .. ... ... . .. .. ... 63
61 TheFrm . . . . 64
62 TheUnion .. .. ... ... . . . . . . ... ... 66
6.3 The Bargaining Solution . ... ........ .. .. ... ... ... .. . .| 68
64 Bargaining as a Theory of the LongRun . .. ... ... . ... . . . 71
65 The Econometric Modd. . ... ... ... .. ... ... ... ... ... 72

6.6 Appendix ... ... ... 74



X Contents

7. A Macroeconometric Analysis ... ... ... 79
71 TheData . ... ... .. .. ... ... 79
72 Seasond Structure ... 81
73 Cointegration Analyss . ... ... .. 85
74 DISCUSSON .. ... 91

8. Hysteresis . . ... .. 93
81 HyseressModds ... ... ... . . ... ... 93
82 Rdation to Previous Studies . ... ... ... ... 98
83 Hyderessin German Unemployment .. ... ... .. .. . .. . .. 101

9. CONCIUSIONS . ..ot e 109

Author Index ... . 113

Subject INdex. ... ..o 115



