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Abstract

Okun’s law states the negative relationship between unemployment and economic growth. The
slope coefficient in the regression involving these two variables determines the existence of Okun’s
Law. This paper estimates Okun’s coefficients in some important Asian economies using two distinct
models: fist-difference model and gap model. Our sample covers the period from early 1970s to 2011
for the following Asian economies, Taiwan, Hong Kong, Singapore, South Korea, China, and Japan.
Our evidence shows that, in addition to the rate of unemployment, gross fixed capital formation also
significantly affects the gap or the growth rates of real GDP in these economies. Without the
inclusion of gross fixed capital formation in a regression, Okun’s coefficients will be underestimated.
Moreover, the 2008 financial crisis affects the estimation of Okun’s coefficients only in Singapore
and South Korea.

Keywords: Okun’s Law, Unemployment; Real GDP; Financial crisis

JEL codes: C2; E24; E32
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3070 R ET fp M ik

- P A A 2R %8 (Aue ~ Alni, ~ Alnem,) 2_4p M 23K
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JER) 7 2 m R P

GDP # v #74 %34

AR P A

281 siEt i FRU PR R
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% % GDP & £

reip IR AR o B

-flfl—;"i'#-

S =T

g K 2 Bl 0 B 8 F

s

3 - L 2L
R R

S S i Ed GRS MF N E o A AR B R ok 85 o

- P& £ &2 23] Alny, =

.80 + .BokunAut + BLnuAlnlt + ﬁemAlnemt + &t

ﬁo ﬁokun ﬁinv ,Bem ﬁz
0.0160™" -0.0112"™
Model (1) 0.11
(0.0014) (0.0029)
0.0112" -0.0022 0.3037"
Model (2) 0.46
(0.0012) (0.0025) (0.0355)
0.0165™" -0.0158"" -0.1210
Model (3) 0.12
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Model (4) 0.45
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e A TEREAMATRF AL H A REHIRE T

R i R fxf?%ﬁzi ADF statistics

B4tk g5 (inlevels) sp 4 % #ic

’}% A Ve l emy U
Boif % fs Hp e 5 8 5 5
h 2 gk cot cot cot c
ADF %2+ ig —2.2580 —2.0527 -1.9143 —-1.1398
[E=Y ST —3.4453 -3.4462 —3.4453 —2.8841
- BE £ A 15 (1 difference) s 4 % i
ip TR A Ay, Ai, Aem, Au,
B % fs Hp e 4 8 4 4
A R c c c c
ADF 33t 8 —7.0095 —4.0076 -5.1720 -5.6431
[E=Y ST —2.8841 —2.8849 —2.8841 —2.8841
¥k 14 (cyclical)ep 2 %
#F] iﬁi A tcycle l.fycle e gycle ugycle
Boif 1o ) 8 8 4 5
SN X d c c c c
ADF izt —6.0056 -5.3719 —6.1056 —4.3265
[E=8 ) —2.8847 —2.8847 —2.8839 —2.8841

i
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AT A E Eﬁ%ﬂxi ADF statistics

B4 £ (in levels) s 4 % i

48

ip Tk A Ve i em,
B % 1S Hp dc 6 1 0
‘b4 B ct c-t ct
ADF szt g ~1.3574 ~1.9310 -2.0328
el B ~3.4504 ~3.4487 ~3.4494
- FE £ A 15 (1™ difference)shp 4 % ik
ip Tk A Ay, Ai, Aem,
B % 1S Hp dic 5 0 0
k4 B c c c
ADF %t3tia -5.7367 -14.6092 -12.6978
Rl B —2.8874 ~2.8863 —2.8870
8B 12 (cyclical) s 2 i
#I}' i’bﬁ A ytcycle fycle emgycle
T IERERIE S 4 2 0
A R c c c
ADF su2t g -5.9930 ~4.5822 -5.7819
=i e ~2.8870 —2.8865 —2.8867
fic LR HOT ot LPERARET - AR L 1981Q1 3 2011Q2 °



& §E % ¥ 07w §F % 2. ADF statistics

B4 £ (in levels) s 4 % i

ip Tk A Ve i em; Ug
B % 1S Hp dc 1 1 6 5
‘b4 B ct c-t ct c
ADF izt -3.6287 —2.0522 -2.1116 —2.7428
e ~3.4497 ~3.4497 -3.4515 ~2.8879
— pF £ A 15 (1% difference) e 4 ik
ip Tk A Ay, Ai, Aem, Au,
B % 1S Hp dic 0 0 5 4
k4 B c c c c
ADF izt —8.2136 —7.5422 —5.5679 -5.2180
k1= TS —2.8870 —2.8870 —2.8882 —2.8879
8B 12 (cyclical) s 2 i
#I}' i’bﬁ A ytcycle fycle emgycle ufycle
B i 7% 1S Hp i 1 1 8 4
b4 R c c c c
ADF %2+ ig —5.2485 —4.2746 —4.4651 -5.9634
[E=Y ST —2.8870 —2.8870 —2.8887 —2.8877
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FrocElwoF fod) i i jf % ¥z ADF statistics

B4 £ (in levels) s 4 % i

ip Tk A Ve i em; Ug
B % 1S Hp dc 5 0 1
‘b4 B ct c-t c
ADF izt -0.4437 —2.6166 —3.7905
e ~3.4573 ~3.4549 ~2.8906
— pF £ A 15 (1% difference) e 4 ik
ip Tk A Ay, Ai, Aem, Au,
B i 7% fs Hp ¥ 4 0 0
k4 B c c c
ADF izt -5.7174 -12.3690 -13.6208
k1= TS —2.8919 —2.8906 —2.8906
7 %k A4 (cyclical)ehp 2 % #ic
#I}' i’bﬁ A ytcycle fycle emgycle ufycle
B i 7% 1S Hp i 3 0 0
A R c c c
ADF 2.3t 8 -5.8294 -5.2779 ~5.9069
[E=Y ST -2.8912 —2.8903 —2.8903
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PARE HC

EUEL Eﬁ%ﬂxi ADF statistics

B4 £ (in levels) s 4 % e

ip Tk A Ve i em; Ug
B i 7% s Hp ¥ 8 4 4 4
b A i ct c~t ct c
ADF izt -1.1524 -1.4275 —0.6843 -1.6261
e ~3.4490 ~3.4477 ~3.4477 ~2.8856
— pF £ A 15 (1% difference) e 4 ik
ip Tk A Ay, Ai, Aem, Au,
B % 1S Hp dic 7 3 3 0
b4 B c c c c
ADF izt —3.0545 -3.0915 —2.5564 -3.2397
k1= TS —2.8865 —2.8857 —2.8856 —2.8857
8B 12 (cyclical) s 2 i
#I:" i’bﬁ A ytcycle fycle emgycle ufycle
Boif % fs Hp e 8 4 4 4
‘b4 Bk c c ¢ ¢
ADF %2+ ig —4.3925 —4.7181 -3.8147 -5.4825
[E=Y ST —2.8865 —2.8857 —2.8857 —2.8857

C ¥ 8>t ZFEFFARSIE > RADHEF S 198001 1
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® B®cF 03] §F % 2 ADF statistics

R4tk g5 (in levels) sp 4 % i

’}% A Ve l emy U
Boif % fs Hp e 0 0 5 2
h 2 gk ct cot cot c
ADF %2+ ig 7.7945 10.0304 —0.8689 —0.8676
[E=Y ST -3.6122 -3.6122 -3.6736 -3.0049
— pF £ A 15 (1% difference) e 4 ¥
ip TR A Ay, Ai, Aem, Au,
B i 7% 1S Hp i 0 0 0 0
A4 R c c c c
ADF 33t 8 2.3788 3.1240 —4.6173 —4.0459
[E=Y ST —2.9981 —2.9981 —2.9981 —2.9981
¥k 14 (cyclical)ep 2 %
;}F] iﬁi A ytcycle l.fycle emgycle ugycle
Boi 150 MK 2 1 4 1
k4 B c c c c
ADF izt -1.6662 -1.9256 —4.1188 -3.7497
[E=8 ) —-3.0049 —-2.9981 -3.0206 —2.9981
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