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On the separation between latent employment and full employment
YUAN Leping, XIE guanghua
(Business School, Central South University, Changsha410083, China)

Abstracts: In Neo-Classical model, the latent employment and full employment shared with the same identity, have the
same internal mechanization that the desired labor supple is derived from the desired labor demand, while the theory
can not explain the empirical fact of long-term aggregate unemployment in the real economic life. In order to fit the
empirical fact of labor supple, we must revise labor supple curve of the Neo-Classical: we should substitute the working
time supplies curve for working population supplies curve; and the working population supplies curve reflects the
interval section of both the labor-age population extremity and the lowest participation of the labor. When the labor
demand can not absorb the external lowest labor participation, the latent employment will be separated from the full
employment The revised Neo-Classical model has added to the analyzing function of the long-term aggregate
unemployment on the basis of the those of friction unemployment, cyclical unemployment and natural unemployment.

Key words: latent employment, full employment, the Neo-Classical model, long-term aggregate unemployment
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