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The Impact of the Minimum Wage on Employment in
Egypt during the period (1990-2023)

Dr . Mohamed Abd Elfatah
Dr. Hazim Hassanen Mohamed

Abstract

The current research aimed to estimate the impact of the minimum
wage on employment in Egypt during the period (1990-2023). Through
the standard approach based on the Autoregressive Distributed Lag
(ARDL) model, the model’s stability and quality were demonstrated
in terms of diagnostic tests. The boundary test for joint integration
showed the existence of a long-term equilibrium relationship between
the independent variables and the dependent variable. It also showed
that in the long run there is a negative effect (inverse relationship) for
each of (the value of the minimum wage, the unemployment rate, and
the inflation rate) on the employment-to-population ratio. The results of
the error correction model (ECM) indicated the possibility of correcting
short-term errors to return to the long-term equilibrium position, and
since the error correction limit is significant at a significance level of 5%,
it also appeared with a negative sign, which confirms the existence of
an equilibrium relationship in the long run. The study suggests that the
minimum wage be determined according to market forces, rather than
being determined administratively, noting the importance of controlling

price increases, and reducing the inflation rate.

Keywords: Minimum Wage, Employment, Unemployment,

Inflation, Classical theory.
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Dependent Variable: EMPLO

Method: Least Squares

Date: 11/09/24 Time: 16:19

Sample: 1990 2023

Included observations: 34

Variable Coefficient | Std. Error | t-Statistic | Prob.
M_W -0.001046 [0.000298 -3.510125 | 0.0014
UNEP -0.175936 | 0.149639 -1.175741 |0.2489
INFLA 0.071640 0.040888 1.752095 |[0.0900

C 43.38651 1.548122 28.02525 |0.0000
R-squared 0.291857 Mean dependent var 41.67718
Adjusted R-squared 0.221043 S.D. dependent var 1.674302
S.E. of regression 1477714 Akaike info criterion 3.729001
Sum squared resid 65.50919 Schwarz criterion 3.908573
Log likelihood -59.39302 | Hannan-Quinn criter. 3.790240
F-statistic 4.121446 Durbin-Watson stat 0.523528
Prob(F-statistic) 0.014636 |
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VAR Lag Order Selection Criteria

Endogenous variables: EMPLO M_W UNEP INFLA

Exogenous variables: C

Date: 11/09/24 Time: 16:24

Sample: 1990 2023

Included observations: 32

Lag |LogL LR FPE AlC e HQ

0 |[-488.0253 | NA 2.66e+08 |30.75158 [30.93480 |30.81231
1 |-388.8158 [ 167.4159 [1483339. [25.55009 |26.46708* |25.85465
2 |-366.2928 | 32.37694* |1039344.* |25.14330* [26.79225 |25.68988*
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Dependent Variable: EMPLO

Method: ARDL

Date: 11/09/24 Time: 16:24

Sample (adjusted): 1994 2023

Included observations: 30 after adjustments

Maximum dependent lags: 4 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (4 lags, automatic): M_W UNEP INFLA

Fixed regressors: C

Number of models evalulated: 500

Selected Model: ARDL(2, 4, 2, 0)

Variable Coefficient | Std. Error t-Statistic Prob.*
EMPLO(-1) 1.045316 0.208829 5.005597 0.0001
EMPLO(-2) -0.389057 | 0.185406 -2.098405 0.0502
M_W 0.001263 0.001082 1.167031 0.2584
M_W(-1) 0.001835 0.001192 1.540156 0.1409
M_W(-2) 0.000776 0.001415 0.548474 0.5901
M_W(-3) -0.003152 ]0.001339 -2.354410 0.0301
M_W(-4) -0.003179 | 0.001645 -1.932954 0.0691
UNEP -0.783909 | 0.170432 -4.599542 0.0002
UNEP(-1) 1.062406 0.253020 4.198903 0.0005
UNEP(-2) -0.367703 | 0.171529 -2.143684 0.0460
INFLA -0.013780 |0.028500 -0.483515 0.6346

C 15.38982 4.979548 3.090605 0.0063
R-squared 0.891867 Mean dependent var 41.56817
Adjusted R-squared 0.825786 S.D. dependent var 1.751306
S.E. of regression 0.730977 Akaike info criterion 2.500304
Sum squared resid 9.617880 Schwarz criterion 3.060783
Log likelihood -25.50455 | Hannan-Quinn criter. 2.679606
F-statistic 13.49656 Durbin-Watson stat 2.352202
Prob(F-statistic) 0.000002
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Akaike Information Criteria (top 20 models)
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Levels Equation
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
M W -0.007146 0.002372 -3.012272 0.0075
UNEP -0.259517 0.318780 -0.814094 0.4262
INFLA -0.040089 0.087674 -0.457254 0.6530
C 4477146 3.164866 14.14640 0.0000
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ARDL Error Correction laset! gusew’ z 39a0 z3L0 (A) Jota

Regression

Vector Error Correction Estimates
Date: 11/09/24 Time: 17:02
Sample (adjusted): 1993 2023
Included observations: 31 after adjustments
Standard errors in () & t-statistics in [ ]
Cointegrating Eq: CointEq1
EMPLO(-1) 1.000000
M_W(-1) 0.010222

(0.00149)

[ 6.85258]
UNEP(-1) 0.188153

(0.40257)

[ 0.46738]
INFLA(-1) -0.393993

(0.13190)

[-2.98702]
C -46.39013
Error Correction: D(EMPLO) D(M_W) D(UNEP) D(INFLA)
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CointEq1 -0.082675 38.03310 -0.046307 0.910506
(0.06657) (9.31651) (0.06916) (0.34350)
[-1.24195] [4.08233] [-0.66952] [ 2.65067]
D(EMPLO(-1)) 0.327133 24.68854 0.291882 2.686490
(0.24426) (34.1848) (0.25378) (1.26039)
[ 1.33929] [ 0.72221] [ 1.15013] [2.13147]
D(EMPLO(-2)) -0.204787 31.85192 0.078775 -0.082504
(0.27392) (38.3362) (0.28460) (1.41346)
[-0.74761] [ 0.83086] [0.27679] [-0.05837]
D(M_W(-1)) 0.002142 -0.887831 0.001262 -0.020626
(0.00205) (0.28626) (0.00213) (0.01055)
[ 1.04738] [-3.10147] [ 0.59381] [-1.95424]
D(M_W(-2)) 0.002951 -0.087885 0.001162 -0.008940
(0.00195) (0.27316) (0.00203) (0.01007)
[1.51174] [-0.32174] [0.57317] [-0.88767]
D(UNEP(-1)) 0.289986 -14.15309 0.267392 1.408662
(0.24330) (34.0508) (0.25279) (1.25545)
[1.19188] [-0.41565] [1.05778] [1.12203]
D(UNEP(-2)) -0.307325 -36.46923 0.206193 0.670304
(0.25169) (35.2241) (0.26150) (1.29871)
[-1.22107] [-1.03535] [ 0.78851] [0.51613]
D(INFLA(-1)) -0.003843 6.648065 -0.038814 0.063706
(0.03878) (5.42702) (0.04029) (0.20009)
[-0.09909] [ 1.22499] [-0.96339] [ 0.31838]
D(INFLA(-2)) 0.008173 9.735228 -0.052154 0.084339
(0.03945) (5.52055) (0.04098) (0.20354)
[ 0.20721] [ 1.76345] [-1.27256] [ 0.41436]
C -0.507269 225.4025 -0.247788 3.698815
(0.39498) (55.2783) (0.41038) (2.03811)
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[-1.28430] [4.07760] [-0.60381] [ 1.81482]
R-squared 0.202547 0.737171 0.231795 0.516955
Adj. R-squared -0.139219 0.624530 -0.097436 0.309935
Sum sq. resids 25.21849 493950.6 27.22320 671.4763
S.E. equation 1.095847 153.3671 1.138570 5.654649
F-statistic 0.592648 6.544427 0.704051 2.497130
Log likelihood -40.78774 -193.9683 -41.97337 -91.65721
Akaike AIC 3.276628 13.15924 3.353121 6.558530
Schwarz SC 3.739205 13.62182 3.815697 7.021106
Mean dependent -0.055516 127.9032 -0.051613 0.653141
S.D. dependent 1.026706 250.2905 1.086852 6.807078
Determinant resid covariance (dof 673091.0
adj.)
Determinant resid covariance 141743.8
Log likelihood -359.8059
Akaike information criterion 26.05199
Schwarz criterion 28.08733
Number of coefficients 44
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Series: Residuals
Sample 1994 2023
Observations 30

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis

Jarque-Bera  2.853338
Probability  0.240107@

-5.33e-15
-0.019305
1.666174
-1.379134
0.575892
0.306865
4.380582
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

F-statistic

1.114227

Prob. F(,)%)

0.3523

Obs*R-squared

3.667543

Prob. Chi-Square(Y)

0.1598
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

F-statistic 0.841910 Prob. F(11,18) 0.6049
Obs*R-squared 10.19149 Prob. Chi-Square(11) 0.5132
Scaled explained SS 6.201571 Prob. Chi-Square(11) 0.8596

EViews 12 zuoly j plubdeiiuly CoLd) e yall
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Heteroskedasticity Test: (uiladt pue LS Z3L0 (1Y) @8y Jga>

ARCH
Heteroskedasticity Test: ARCH
F-statistic 1.661699 Prob. F(1,27) 0.2083
Obs*R-squared 1.681312 Prob. Chi- 0.1948
Square(1)
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