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Real Business Cycles with Labor
Market Disequilibrium

GANG GONG
Tsinghua Unicersity
WILLI SEMMLER
University of Bielefeld

Abstract Real Business Cycles are often studied in the context of the general equilibrium
framework.  This restricts the effective application of intertemporal models to the real world where
disequilibria seem to be a wide spread phenomenon. In this paper we separate labor supply and labor
demand and allow for different variants of labor market disequilibrium. Calibration for U. S. economy
shows that such model variants will produce a higher volatility in employment and a more realistic
correlation between consumption and employment and thus fit the data significantly better than the
standard model.
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