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Movement of Money Wage Rate in Old Keynesian
Model Covering Unemployment and Excess
Demand for Labor

Tadasu MATSUO
Daisuke KUMAZAWA

Abstract

The aim of this paper is to re-examine the movement of money wage rate in Old Keyne-
sian Model (Modigliani, 1944). This model usually assumes unemployment in labor market,
but we show that in more general cases covering both unemployment and excess demand in
labor market, the movements of money wage rate are not necessarily stable. The movement
of the money wage rate is roughly divided into the following three cases, 1) Cyclical fluctua-

tions caused by a small perturbation, 2) Convergence or divergence according to initial

values, 3) Convergence or Cyclical fluctuations.
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