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Abstract

Divergence of regional labor markets in
Taiwan due to strong international economic
competition and more regional specialization
makes research of regional labor market
extraordinarily important. Through the
structure of employment, unemployment and
labor force participation, we set a regional
dynamic labor market model to analyze the
adjustment of regional labor market. First, by
regressing regional labor market on national
labor market, we can obtain region-specific
labor shocks by the residuals of the above
regression. Then we can apply vector
autoregression method to estimate which
adjustment mechanisms can absorb regiona
labor demand shocks. Moreover, we can
know whether interregional migration can be
taken as the moderator of regiona labor
shocks. If interregional migration can make
the shock rapidly back to long-term
equilibrium, this implies that regiond
convergence will come true.

In turn, unemployment issue have been
transformed into a serious socia and
economic problem and we can find that
unemployment of every region is very
different in Taiwan. Hence we try to find out
the differential  effects of nationa
unemployment on regional unemployment.
However, regional unemployment and
national unemployment can exist high
correlation and this can generate misleading
regression results. We will apply theoretical
revision and econometric methods to avoid
this bias. In addition, the SURE econometric
method will be applied to estimate the
unemployment rate relationship among the
regionsin Taiwan.

Our findings are that changes in
regional employment are mainly adjusted by



leaving away labor market or regional
migration, not increasing unemployment.
This makes us more worried whether real
unemployment problems are fully disclosed.
Finally, interaction among different counties
for unemployment are shown that the north
has big difference from the south and the
latter are more affected by national economic
cycle.
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