Estimation of the Natural Rate of Unemployment in Taiwan: Application of the Asymmetric
Model
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ABSTRACT
According to Manpower Survey data of National Statistics of Taiwan, the rate of unemployment has been gradually rising in our
country and reached the peak in the past 30 years. At the same time, the economic growth rate first has been falling. These show
that the economic structure of our country has been changed greatly. This causes the rate of unemployment to maintain the peak
state over the years, so the topic can not be ignored. This thesis utilizes Lilien (1982)""'s sectoral shift hypothesis to build the
theoretical model and adopt the threshold regression model to capture the asymmetric fluctuation situations of rate of
unemployment and natural rate of unemployment. Compared with the existing literatures, they either used the linear model or not
used the economic model to estimate the rate of unemployment; the asymmetric model corresponds with the real society of
economics. Empirical results show that the rate of unemployment fluctuates around the natural rate of unemployment level, and the
natural rate of unemployment is time-varying. Moreover, the rate of unemployment of our country will be still in peak period but
with the slowly declining trend. However, the natural rate of unemployment still presents the trend of rising.
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