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ABSTRACT

In this paper Taiwan’s business cycles in 1990’s are jointly deter-
mined from GDP and employment growth rate data. We first test the
existence of a structural change and estimate the change point using the
least-squares method. A bivariate Markov switching model, estimated
via Gibbs sampling, was then applied to the after-change data. In
contrast with previous studies, we are now able to identify two complete
cycles in 1990’s. Our results also show that, comparing with the uni-
variate model, the bivariate model is more suitable for describing
business cycles. Moreover, the characteristics of the business cycles after
1990 are quite different from those of earlier cycles.
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