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Estimating Labour demand — Labour Supply — Unemployment
Based on Alternative Scenarios :

Abstract

The goals of this study are twofold. First, is to highlights the major determinants of labour
demand in Egypt as well as the methodologies of estimating labour demand. Second, is to provide
the decision makers in Egypt with predictions up to year 2010/2011 for labour market variables

(labour demand, labour supply and unemployment).

This study consists of three chapters , in addition to the results and conclusions, as following:

In chapter one we shed lights on the most important features and characteristics of labour
market in Egypt. On labour demand side, the study analyzed and determined the major factors that
affects the labour demand at the firm, macro and sectorial levels. This chapter also present to the
reader the major features of labour force in Egypt based on census and labour force survey data as

well as other studies.

Chapter two presents the different methodologies and approaches for modeling labour
demand at the firm, macro and sectorial levels. There are three major methodologies for estimating
labour demand at macro and sectoral levels, namely : 1- labour productivity approach, 2- estimating
labour demand as a function of interpreting variables such as value added, 3- estimating labour
demand from the CES and Coubb-Douglas production functions. The chapter also presents some
examples of labour demand models developed by European countries.

The last Chapter represent the applied side of the study. This chapter presents our estimates
for labour demand, labour supply and unemployment (during the period 2004/2005- 2010/2011)
based on different scenarios assumptions. Concerning labour demand side, we estimated labour
demand functions for eight economic sectors by using stepwise regression and these functions are
used to predict the labour demand at sectorial level based on three alternative scenarios for
economic growth, then we distribute labour demand by educational and occupation levels (based on
the structure of employment by education and occupation levels of Labour Force Survey 2005,
prepared by CAPMAS). We estimated the labour supply by sex, age group and educational status
based on estimated labour force participation rate (carried out by CAPMAS ) and population
projections depend on three alternative scenarios (carried out by International Institute for Applied
Systems Analysis (IIASA)). Finally, we computed the unemployment as the difference between
labour supply and labour demand based on five different scenarios (which combines the
demographic assumptions of labour force and economic growth assumptions of labour demand

scenarios).

Key Words : Labour demand , Labour supply, Unemployment, Methodologies of estimating
labour demand. Labour market, Egypt.
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