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WFZERCR- OMEBE (F30) :We first estimate the job finding and employment exit probabilities
in Japanese labor markets using the methods developed by Robert Shimer. It is found that
the volatility of those estimated job finding probabilities cannot be explained by the
standard search model of unemployment with shocks to worker productivity and employment
exit rates. We then develop a new theory of wage value rigidity based on two—sided
incentive problems between a worker and firm. It is found that a variant of search models
of unemployment with such a new mechanism can generate large fluctuations of unemployment
as observed in data of Japanese and the U.S. labor markets.
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