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Abstract: 

This paper shows how idiosyncratic shocks, macro-economic complenzentarities and a reallocation 

timing @ect, cm lead ro multipte cyclical output equilibria. When redlocating iahor from low 

productivi@ plan [S .to high productivity phnrs takes rime and @or[ which cannor he used for ")?ormai 

prodicction", rhe best lime for an individual firm to reoflocale tabor is in a recession when demand 

is low anywq. In the presence of cumplementariries and posirive spillavers, a ne~at ive  demand shock 

for one firm will give this Brtn an incentive to realSocflre, bur because reallocnfion iise(f also leads 

to ioww output this will decrmse she demand for fhe goods of oi/?erfirms. l7terffor~ those o?h..erjrms 

will have art incenrive fro r~ullocate m well. After [ h p  r~allocalion pr0ce.n is jnishcd, outpuf will 

increase again. {E.!, class~ficacation : D 70, E32, J20, J60, Key tvord.7: businsss cycle. coordf nafion 

failures, reallocation) 
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