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��)�"�����������"������!���* Any opinions expressed here are those of the author(s) and not 
those of the institute. Research disseminated by IZA may include views on policy, but the 
institute itself takes no institutional policy positions. 
 
The Institute for the Study of Labor (IZA) in Bonn is a local and virtual international research 
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and offers a stimulating research environment through its research networks, research 
support, and visitors and doctoral programs. IZA engages in (i) original and internationally 
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and (7) general labor economics. 
 
IZA Discussion Papers often represent preliminary work and are circulated to encourage 
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This paper challenges what is the standard account of UK unemployment, namely that the 
major swings in unemployment over the past 25 years are due predominantly to movements 
in the underlying empirical “natural rate of unemployment” (NRU). Our analysis suggests that 
the British NRU has remained reasonable stable through time and that the medium-run 
swings in unemployment are due, instead, to very prolonged after-effects of persistent 
(transitory but long-lasting) shocks. We argue that (a) past UK labour market shocks have 
prolonged after-effects on unemployment due to interactions among different lagged 
adjustment processes in the labour market, (b) many of the important shocks that have hit 
the UK labour market over the past 25 years have been persistent, and (c) the persistence of 
the shocks is complementary to the persistence of the lagged adjustment processes in 
generating movements of UK unemployment. 
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