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Abstract

This paper assesses various capital and labor adjustment costs functions esti-
mating a general equilibrium framework with Bayesian methods using US aggregate
data. The estimation finds that the adjustment costs are convex in both capital and
labor and allowing for their joint interaction is important. The structural model
enables us to identify the response of factor adjustment costs to exogenous distur-
bances, and to establish that shocks to technology and the job separation rate are
key drivers of adjustment costs. The analysis shows that factor adjustment costs
enable the model to explain fluctuations in the firm’s market value in the data.

JEL Classification: C32, E22, E23, E24, E32.
Keywords : Adjustment costs, DSGE models, labor market frictions, Bayesian

estimation.

∗The authors thank James Bullard, an Associate Editor and two anonymous referees for extremely
helpful suggestions and Emelie Jensert and Lydia Silver for very useful comments. Please address
correspondence to: Francesco Zanetti, University of Oxford, Department of Economics, Manor Road,
Oxford OX1 3UQ, UK. Email: francesco.zanetti@economics.ox.ac.uk.



Download English Version:

https://daneshyari.com/en/article/5098368

Download Persian Version:

https://daneshyari.com/article/5098368

Daneshyari.com

https://daneshyari.com/en/article/5098368
https://daneshyari.com/article/5098368
https://daneshyari.com

