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Abstract

In the past, many studies of Okun's law mainly focused on much stronger
industrial countries, but few literatures focused on the others. This study classified
countries as low-income countries, medium-income countries and high-income
countries in accordance with gross national income of World Bank. We estimated
Okun coefficient values with the ordinary least-squares method and quantile
regression. Then, we further explain the relationship between different values
depending on various components.

We re-examined first-difference model and gap model by Okun (1962) and
found that all the countries still exist Okun’slow, furthermore, medium-income
countries’ absolute value is maximum, followed by high-income countries. We used
quantile regression to analyze 44 countries. These countries’ absolute value will
vary with their own quantile. We divided countries into symmetric type country and
asymmetric type country; moreover, asymmetrical country can be further divided
into asymmetrical decrease country and asymmetrical increase country. The
absolute value of asymmetrical decrease country that corresponds to the coefficient
will become bigger. In the other hand, the absolute value of asymmetrical increase
country corresponds to the coefficient will become bigger.

Asymmetrical decrease country means that the rise of unemployment rate is an
Important cause of economic deterioration during negative shocks (e.g. depression).
In contrast, the impact between depression of unemployment rate and economic
growth is decrease during positive shocks (e.g. economic prosperity). And
asymmetrical increase country means that the impact between depression of
unemployment rate and economic growth during negative shocks. In contrast, the
rise of unemployment rate can enhance economic growth during positive shocks.



Over all, our data can be mainly defined as asymmetrical decrease countries
based on gap model and first-difference model. Hence, our empirical results support
that in most countries will establish policies to suppress the rise of unemployment
rate, such as increasing in public construction or government spending, and vice
versa.

Keywords: Okun’ s law ~ unit root test ~ quantile regression
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