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The Determinants of Labor Demand in Egypt
in the Short and Long Run for Period 1975 -2016

Abstract

long run for period 1975-2016
using double logarithm model ,FM-
OLS method and VECM. The most
important results of research are :
First, labor demand is inelastic with
its different determinants in the sh-
ort and long run .Second in the long
run, labor demand elasticities of im-
ports, wages, real exchange rate ex-
ceeded elasticities of other variables.
Third, in the short run labor demand
elasticities of domestic product, ca-
pital formation ,education exceeded
elasticities of other variables .forth,
imbalance in labor demand function
need five and half years to remedy it
.I recommend using these results in
unemployment combating programs
in Egypt.

KeyWords: Labor demand
(Employment) ; Formal labor mark-
et; Egypt; FMOLS ; VECM

With
trade integration, and reducing of st-

increasing financial and
ate role in economic activity, an un-
employment rate of Egyptian ec-
onomy- Egypt has surplus in labor
market and growth rate of labor
force exceeds growth rate of popu-
lation - exceeded the natural rate of
unemployment, this situation mot-
ivated several labor to informal lab-
or market and external migration.
For a long time, economic literature
concentrated on labor demand in the
closed economy, ignoring several d-
eterminants of labor demand in the
open economy,most of literature di-
dn’t distinguish between the rela-
tionship of labor demand with its
determinants in the short and long
run rather than different results of
previous studies. Thus, this research
pinpoint determinants of labor dem-
and in Egypt in the short and
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Table(1) Correlation Matrix for all used Variables
Variables | LRGDP | LRCF | LRGC | LRDC | LRW | LRFDI | LRX | LRM | LREX | LHC | REV
LRGDP 1.00 -.205
LRCF 205 | 1.00
LRGC 161 -028 | 1.00
LRDC 114 .053 1.00
LRW -.068 | -.002 321 | 1.00
LRFDI -310 | -.059 | .044 .220 | .009 | 1.00
LRX .077 -.347 -.148 | .053 .075 | 1.00
LRM -.047 -271 .021 | .101 309 | .264 | 1.00
LREX -.099 274 -129 | .020 | -.010 | .153 | .250 | 1.00
LED -.095 .394 214 393 | .001 | .247 | .187 | .006 | -.372 | 1.00
REV -218 | -.027 | .021 | -.088 | .003 | -505 | .076 | .055 | .022 | .275 | 1.00
Eviews jlasyl malijll aladiul & sl 1 jdeaal)

‘Fraﬁle(Z) Results of Unit Root Tests by Using (ADF) Augmented Dickey
uller

Level First Difference Order
Variable Constant of
Constant &Trend None Costant Integ.
LEMP .088 -2.138 -2.493% -5.656° 1
LRGDP -1.538 -2.416 -6.245% -6.498% 1
LRW -2.407 .289 -5.026% -5.048% 1
LRCF -2.016 -2.992 -6.245% -6.216% 1
LRX -2.108 -1.841 -4,598°2 -4.687 1
LRM -1.274 -2.435 -5.2512 -5.601% 1
LRFDI -5.205% -5.564% -9.893% -9.795% 0,1
LRDC -2.307 -1.222 -5.7912 -6.268% 1
LRGC A74 -1.478 -4.416°2 -4.645°2 1
LREX -1.355 -1.199 -3.699% -4.104% 1
LED -1.417 -1.742 -3.7712 -3.871% 1
REV -2.924 -3.118 -6.2452 -6.164% 1
Eviews ol )

a,b and ¢ indicate to 5|gn|f|cance at

Shan ) iyl asiul 3
CtTﬁe 1% 5% and 10% Ievels respectively
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Table(3) optimal Lag for used Model according to VAR analysis

Lag | LogL LR FPE AIC sC HQ
0 | 822122 NA 0016 | -3.6006 | -3.0888 | -3.4169
1 | 119.936 | 50.299% | .0002* | -55461% | -4.9291* | -5.2850
2 | 120123 | 2401 0003 | 54423 | -48452 | -52284
3 | 123201 | 3788 0004 | -5441 | -49091 | -53192

Eviews lasyl el aladiul 2 el @ )
*Indicates lag order selected by the criterion: LR: sequential modified LR test statistic

(each test at 5% level); FPE: Final prediction error;AlC: Akaike information criterion;SC:
Schwarz information Criterion; HQ: Hannan-Quinn information criterion

Table(4)Results of Cointegration tests for used Model

Hypothesized of | Critical Critical Eigen
_vector value stgtri%%iecs value stalt\':ligécs value
cointegration (.05) (.05)

r=0 334.984 449.933 76.578 114.306 .93845
r<i 285.143 335.627 70.535 87.466* .88156
r<2 239.235 248.161* 64.505 54.612 .73605
r<3 197.371 193.549 58.434 53.471 72861
r<4 159.529 140.079 52.363 38.195 .60614
r<5 125.615 101884 46.231 31.175 .53250

Eviews jlasy) malijll sladiul & jpsiall @ jcal)

28




..... Juslly el il 3 e G el o Gl s

Olde Jls/s

Table(5)Fully Modified Ordinary Least Squares (FMOLS) Regression

Results

variable Coefficient t-statistic Prob.

C -1.319 -1.229 0.178

LRGDP .0439 2.906 .007°
LRCF .0184 7.323 0.000°
LRGC 1375 12.809 0.000°
LRDC 0143 2.045 .0510°
LRW 2534 13.703 0.000°
LRFDI .0019 2.422 .0340°
LRX .0453 15.614 0.000
LRM -.5001 -20.528 0.000°
LREX 1415 14.407 0.000°
LED .0912 2.947 0.002°
REV -.0643 -4.597 0.001°
R-Squared 9678 Mean Dependent Var. 3.4998
Adjusted R-Squared .9556 S.D. Dependent Var. .2658
S.E. of Reg. .0560 Sum Squared Resid . .0910
Durbin-Watson Stat. 1.95 Long-Run Variance .0003

a, b and c indicate significance at the 1% , 5% and 10% levels respectively

Notes: Dependent Variable :LEMP;Method :Fully Modified Least Squares
(FMOLYS) ;Sample (adjusted) : 1975 -2016 ;Cointegrating Equation
Determinstics:C;LongRun Covariance Estimate(Bartlett Kernel ,NeweyWestFixed

Bandwidth=4)
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Table (6 ) Results of Error Correction Model
Variables Coefficient t- Statistics

ECM ,_, -.1859 -6.0930°
C 0128 - 4516
DLRGDP 1857 3.9486°
DLRCF .0739 2.1530°"
DLRW -.0064 -2.1062"
DLRGC .0088 2.6470°"
DLRDC .0238 2.2250°
DLRFDI .0320 2.0240°
DLRX .0080 2.8916°
DLRM -.0246 -3.6912°
DLREX -.0495 -3.0306°
DLED -.0579 -2.0713°
DREV -.0301 -2.3051°

R?=.776

Adjusted-Rz_: 664
i

S.E. equation=.0109

a, b and c indicate significance at the 1% , 5% and 10% levels respectively
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