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Private Sector Demand Function for Employment in Egypt

Abstract
This study aims to estimate the critical parameters of private sector demand

determinants for employment in Egypt by using annual time series-cross section data
(1990-2012) and by applying a fixed effects panel Seemingly Unrelated Regression
(SUR) model.

The empirical results confirm that, there are positive and significant relationship
between the private demand for employment and real private domestic product and the
ratio of private investment to gross domestic product. The results refer also to the
negative and significant relationship between private sector employment and real wage

rate. It shows also that demand side control the market forces.
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Series K LLC IPS ADF - Fisher Chi-square | PP - Fisher Chi-square
Log(LP_?/L.7) Level | -1.33995* | -3.21386*** 38.6559*** 68.0522%**
Log(RY_?) Level | -36.5450*** | -32.3152%** 587.078*** 218.911%**
Log(RWP_?) Level | -4.41432%* | -6.83073*** 77.9685%*** 98.6445%**
Log(INVP_?/Y_?) | Level -1.22605 -1.77898** 31.0596** 30.5535**

Notes: LLC indicated Levin et al. (2002) panel unit root and stationary test. IPS denotes Im, Pesaran and
Shin (1997) panel unit root and stationary test. Fisher-ADF and Fisher-PP tests denote Maddala and Wu
(1999) panel unit root and stationary test. The LLC, Fisher-ADF and Fisher-PP examine the null
hypothesis of non-stationary. ***, ** and* denotes 1%, 5% and 10% significance levels respectively.
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C -5.01%**
2 =0. 1

Durbin-Watson: 1.73

ka8 (2-5) s taaal)
Yol Dyinal (g s I s *

Al Sila yida g cillaadiall -9

palall ¢ Uil Gl A1 G al labeall i 8 3uhall 03¢) cnlu) Cangll i
dase Ao dpa Ll diagill 5 Al Apadall ZA0) ity L ae B il e
S oalall g Uail) & Cada gl Fay aie Dare cilagl) o palall g Uadl) il g ) gina
cleladll agall Jeay) Jaall gl e JS5 4l cleladll 3 bl el
) @l ) palal) lénay) Gy palall g ladll b aaall el Jaeay Gl
Lo Wl o3¢) Maay!

DLy Hall e e mdli o jean b Db clubad) 55 o) cay 1)
Fastlaall clehay) dasard Kyl plasly Aalall cilasyinl) 3 il salely o alal) ¢ Uaill
5 Aol Al Lt lul saill Calagill Alain) 3005 bty sakeally saall
ally cguinailly LA cleliall (i Alaadl o b Tase e s Al cile Uadl)
0¥ Jaed Taa dmiiall clbigivall o 2sylailly ¢alidly acUaall copiaally Jaill ¢olilly
Calagl) (ggime Llaiu) Aapd e dang (@AY Al dedidl o) e waa )l
Jaa dogs daall el c sl

68



ding cpaldl) g Uadll Aaslsy 45old iy cle alal 8 Casall o Ll sl & iy

G aall DA Y &l —Jeall 358 ) ol cplalall oSO Adandsy Loy diias

phre 585 . paldll g Uil 3 el Aaliadl (gl ae (oSl digea 223 Jead) 358

G AL (DU ol gl ai)) WS dap (shal) SV ASLae o cila gl
B a0 me il Jee e dandl Lbaa IS S iz 1530

69



&bl

http://www.capmas.gov.eg/Pages/IndicatorsPage.aspx?page_id=6149&ind_id=1116

alally b gl VA S Laia¥ly SaLaBY) 1) daglia yuii ((5)2V) £OaYls dadially Talaall 35, -

sl 2015 <2015/2014 A
casla®y) hbgall (@)Y ey Aadially aloatll 335 -

http://mpmar.gov.eg/ar-eg/mop/total-annual/moshrat

70

Appelbaum E. and Schettkat, R. (1995), Employment and productivity in industrialized
countries”, International Labour Review, Vol 134, No 4-5, pp. 605-623.

Annett, A., 2007, Lessons from Successful Labour Market Reformers in Europe, IMF
Policy Discussion Paper, No. 07/1, Washington, USA.

Assaad, R. (2002), The Egyptian Labor Market in an Era of Reform, The American
University in Cairo Press, Cairo, Egypt.

——————————————— (2008), "Labor Supply, Employment and Unemployment in The Egyptian
Economy: 1988-2006, Working Paper Series, No. 0701, Economic Research Forum,
Cairo, Egypt.

Assaad, R. et al. (2000), "The Determinants of Employment Status in Egypt",
Discussion Paper, No. 88, June, Food Consumption and Nutrition Division (FCND),
International Food Policy Research Institute, Washington, D.C., U.S.A.

Awad, I. (2003). Economic Reform, Employment, and Employment Policy in Egypt,
Aspects of Structural Reform with Special Reference to the Egyptian Economy,
Department of Economics 8th Conference, Cairo, Egypt.

Beatrice, P. and Moreno, R. (2008), "Labour cost and employment across euro area
countries and sectors", Working Paper Series, No 912 (June), European Central Bank,
Germany.

Calmfors L. and Driffill J. (1988), “Bargaining Structure, Corporatism and
Macroeconomic Performance”, Economic Policy, No 6, pp. 14-61.

Chletsos, M. (2005), "The Socio-economic Determinants of Labour Demand In Greece:
1980 -2001, http://ius.unicas.it/mc2005/papers/chletsos.pdf..

Chletsos M., Kollias Ch. And Manolas G. (2000), “The relationship between wages,
productivity and labour demand in Greece : an error correction approach”, RISEC, vol.
47,No 1, 95 - 110.



http://www.capmas.gov.eg/Pages/IndicatorsPage.aspx?page_id=6149&ind_id=1116
http://mpmar.gov.eg/ar-eg/mop/total-annual/moshrat
http://mpmar.gov.eg/ar-eg/mop/total-annual/moshrat
http://ius.unicas.it/mc2005/papers/chletsos.pdf

71

Conference of Labor Statisticians, International Labor Organization (ILO), Geneva,
Switzerland.

Darby J. and Wren-Lewis S. (1991), “Trends in Labor Productivity in U.K.
Manufacturing”, Oxford Economic Papers, 43, pp.424-42.

Disney R. and Kiang H.S., “Do Real Wages Matter in an Open Economy? The Case of
Singapore 1966 — 19877, Oxford Economic Papers, 1990, 42(3), pp. 635-57

Eekelen, Van, L. de Luca and N. Ismail. (2001), Youth Employment in Egypt, Skills
Working Paper, No. 2, International Labor Organization, Geneva, Switzerland.

ElI Ehwany, N. and El-Laithy, H. (2000), "Poverty, Employment and Policy-Making in
Egypt: Country Profile", Towards Decent Work in North Africa, No. 1, International
Labour Organization, Geneva, Switzerland.

El-Megharbel, N. (2007), The Impact of Recent Macro and Labor Market Policies on
Job Creation Policies in Egypt, Working Paper, No. 123, The Egyptian Center for
Economic Studies, Cairo, Egypt.

Fawzy, S. (2002), "Investment Policies and Unemployment Problem in Egypt",
Working Paper No. 68, The Egyptian Center for Economic Studies, Cairo, Egypt.

Flaig G. and Steiner V. (1989), “Stability and Dynamic Properties of Labour Demand in
West German Manufacturing”, Oxford Bulletin of Economics and Statistics, 51(4), pp.
395-412. http://dx.doi.org/10.1111/j.1468-0084.1989.mp51004003.x

Freeman R. B. (1988), “Evaluating the European View that the United States Has No
Unemployment Problem”, American Economic Review, 1988, 78(2), pp. 294-99.

Hassan M. and Sassanpour C. (2008), "Labor Market Pressures in Egypt: Why is the
Unemployment Rate Stubbornly High?", International Conference on “The
Unemployment Crisis in the Arab Countries”, March 17-18, Cairo, Egypt.

Hazledine T., (1981), “Employment Functions and the Demand for Labour in the Short
Run”, in Z. Hornstein, J. Grice and A. Webb, eds., The Economics of the Labour
Market, HMSO : London.

Im, K. S., Pesaran, M. H., and Shin, Y., (1997), Testing for Unit Roots in
Heterogeneous Panels, University of Cambridge, and Department of Applied
Economics. U.K.

International Labor Organization (ILO), http://laborsta.ilo.org, , Geneva, Switzerland.

International Labor Organization (ILO) (2006), Global Employment Trends for Youth,
Geneva, (http://www.ilo.org/public/english/employment/strat/download/getyen.pdf), ,
Geneva, Switzerland.



http://dx.doi.org/10.1111/j.1468-0084.1989.mp51004003.x
http://laborsta.ilo.org/
http://www.ilo.org/public/english/employment/strat/download/getyen.pdf

72

Kao, C. (1999), "Spurious regression and residual-based tests for cointegration in panel
data”, Journal of Econometrics, No. 90, pp. 1-44. http://dx.doi.org/10.1016/S0304-
4076(98)00023-2

Kouretas G. and Zarangas L. (2000), “Wage Setting, Taxes and Demand for Labor in
Greece : A Multivariate Analysis of Cointegrating Relationships”, Journal of Policy
Modelling, Vol. 22, No. 2, pp. 171 — 195. http://dx.doi.org/10.1016/S0161-
8938(98)00034-9

Levin, A., Lin, C. F. and Chu, C. S. (2002), “Unit root tests in panel data: asymptotic
and finite sample properties”, Journal of Econometrics, Vol. 108 (1) pp. 1-24.
http://dx.doi.org/10.1016/S0304-4076(01)00098-7

Maddala, G. S. (1992), Introduction to Econometrics, 2nd edition, Macmillan Press,
New York.

Maddala, G.S., and Wu, S., 1999. A Comparative Study of Unit Root Tests with Panel
Data and a New Simple Test, Oxford Bulletin of Economics and Statistics, Special
Issue, 61:631-652. http://dx.doi.org/10.1111/1468-0084.61.51.13.

Michl T. (1986), “The Productivity Slowdown and the Elasticity of Demand for Labor”,
The Review of Economics and Statistics, Vol. 68, No. 3, pp. 532-36.
http://dx.doi.org/10.2307/1926034

Milas C. (1999), “Long-Run Structural Estimation of Labour Market Equations with an
Application to  Greece”, Economic  Modelling, Vol. 16, p.149-161.
http://dx.doi.org/10.1016/S0264-9993(98)00036-4

Ministry of Planning, http://www.mop.gov.eg/annual.html, Cairo, Egypt.

Mourre G., 2006, Did the pattern of aggregate employment growth change in the euro
area in the late 1990s?, Applied Economics, 38, pp. 1783-1807.
http://dx.doi.org/10.1080/00036840500427072.

Nassar, H. (2011), "Growth, Employment Policies and Economic Linkages: Egypt",
Employment Working Paper, No. 85, Employment Sector , ILO, Geneva, Switzerland.

Oster G. (1980), “Labour Relations and Demand Relations: A Case Study of the
Unemployment Effect”, Cambridge Journal of Economics, Vol. 4, pp.337-348.

Pedroni, P (1999): Critical values for cointegration tests in heterogeneous panels with
multiple regressors, Oxford Bulletin of Economics and Statistics, 61, 653-670.
http://dx.doi.org/10.1111/1468-0084.61.s1.14.

Pehkonen J. (1992), “Survey Expectations and Stochastic Trends in Modelling the
Employment-Output Equation”, Oxford Bulletin of Economics and Statistics, Vol. 12,
No. 54, pp. 579-89.



http://dx.doi.org/10.1016/S0304-4076(98)00023-2
http://dx.doi.org/10.1016/S0304-4076(98)00023-2
http://dx.doi.org/10.1016/S0161-8938(98)00034-9
http://dx.doi.org/10.1016/S0161-8938(98)00034-9
http://dx.doi.org/10.1016/S0304-4076(01)00098-7
http://dx.doi.org/10.1111/1468-0084.61.s1.13
http://dx.doi.org/10.2307/1926034
http://dx.doi.org/10.1016/S0264-9993(98)00036-4
http://www.mop.gov.eg/annual.html
http://dx.doi.org/10.1080/00036840500427072
http://dx.doi.org/10.1111/1468-0084.61.s1.14

73

Radwan, S. (2002). Employment and Unemployment in Egypt: Conventional Problems,
Unconventional Remedies, The Egyptian Center for Economic Studies, Working Paper,
No. 70, August, Cairo, Egypt.

Roberts J.M. and Skoufias E. (1997), “The Long-Run Demand for Skilled and
Unskilled Labor in Colombian Manufacturing Plants”, The Review of Economics and
Statistics, vol. 79, issue 2, may, p.330-334. http://dx.doi.org/10.1162/003465397556700

Ross R.D. and Zimmermann F.K. (1993), “Evaluating Reported Determinants of Labor
Demand”, Labour  Economics, 1, pp.71-84.http://dx.doi.org/10.1016/0927-
5371(93)90006-4



http://dx.doi.org/10.1162/003465397556700

oas seme Lol al] A puaall Alsal

galall
2015-1990 jaa b Ukl Jira (1-5) Jgoa

(%) Al Joas |
8.60 1990
9.60 1991
9.00 1992
10.90 1993
11.00 1994
11.20 1995
11.30 1996
8.40 1997
8.20 1998
8.10 1999
9.00 2000
9.20 2001
10.20 2002
11.00 2003
10.30 2004
11.20 2005
10.50 2006
8.80 2007
8.70 2008
9.40 2009
9.00 2010
12.00 2011
12.70 2012
13.20 2013
13.00 2014
12.80 2015

2016 S¥e s‘il.duf/ ‘Z."J'L'“'” Sl 2015 Al sl Gy celanWly dalall Al L_QJSJ‘J\ Sl jaaal
.http://www.capmas.gov.eg/Pages/ShowPDF.aspx?page_id=/Admin/Pages%20Files/20161027101733LFS%202015-14SSS.pdf

74


http://www.capmas.gov.eg/Pages/ShowPDF.aspx?page_id=/Admin/Pages%20Files/20161027101733LFS%202015-14SSS.pdf

ool 2

75

(2-p) dox>

LAl Jagi yal) ) g lsal pladaly i) s
(1990-2012) 4540 GV 43, ks (SUR)

Dependent Variable: LOG(LP_?/L_?)
Method: Pooled EGLS (Cross-section SUR)
Date: 07/01/17 Time: 10:21
Sample (adjusted): 1990 2012
Included observations: 23 after adjustments
Cross-sections included: 8
Total pool (balanced) observations: 184
Linear estimation after one-step weighting matrix
Variable Coefficient Std. Error t-Statistic Prob.
LOG(RY_?) 0.232599 0.042230 5.507951 0.0000
LOG(RWP_?) 0.305462 0.056455 5.410733 0.0000
LOG((INVP_?/Y_?)) 0.147466 0.034062 4.329284 0.0000
C -5.013745 0.570740 -8.784634 0.0000
Fixed Effects (Cross)
AGRI--C 0.385514

MANUF--C 0.076590

PETROL--C -0.297860

CONSTR--C 0.713363

TRANS--C -0.751749

TRADE--C -0.110207

HOTELS--C 1.079656

ESTATE--C 0.331418

Effects Specification
Cross-section fixed (dummy variables)
Weighted Statistics
R-squared 0.707304 Mean dependent var -1.184152
Adjusted R-squared 0.690385 S.D. dependent var 1.549486
S.E. of regression 1.004958 Sum squared resid 174.7198
F-statistic 41.80569 Durbin-Watson stat 1.734059
Prob(F-statistic) 0.000000
Unweighted Statistics

R-squared 0.687502 Mean dependent var -0.891953
Sum squared resid 29.23307 Durbin-Watson stat 1.618311




