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[ The Causal Relationship between the Minimum Wage and Unemployment: A Case

Study of Jordan]

Researchers:

[MR. Mohammad Adnan Al-Habarneh]
[Prof. Dr. Ibrahim Al-Bataineh]

ABSTRACT:

This study aimed to identify the causal relationship between the minimum wage and
unemployment of the period (2000-2020), so that data on minimum wages, unemployment rates, GDP
growth, the number of unemployed people in Jordan, and the poverty rate were obtained. The descriptive
and analytical approach was followed, and many methods were used statistics such as descriptive
statistics, and the VAR model.

The results showed that there is a causal relationship between the minimum wage and
unemployment rates in Jordan during the period (2000-2020), so that the higher the wages offered to
workers in the institutions operating in Jordan is low, the higher the level of unemployment, the lower
wages a major motive for the decline of individuals to provide jobs and thus will increase the
unemployment rate, as the wages offered to individuals are not commensurate with the economic
situation in the country.

The most important recommendations of the study were review and raise the minimum wage,
and addressing poverty.

Key Words: Minimum Wage, Unemployment, GDP Growth, Poverty, Number of Unemployed,
Institutions operating in Jordan.
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Vector Autoregression Estimates
Date: 07/15/21 Time: 00:45
Sample (adjusted): 2000-2020
Included observations: 19 after adjustments
Standard errors in () & t-statistics in [ ]

X1 X2 X3

X4 Y|

X1(-1)

0.297812

0.018125

-480.6427

-0.074000

-0.046016

(0.32797)

(0.03003)

(143.483)

(0.03519)

(0.02812)

[ 0.90805]

[ 0.60366]

[-3.34982]

[-2.10279]

[-1.63651]

X1(-2)

-0.193864

-0.038172

588.8512

-0.035749

0.018142

(0.35015)

(0.03206)

(153.187)

(0.03757)

(0.03002)

[-0.55366]

[-1.19081]

[ 3.84400]

[-0.95149]

[ 0.60434]

X2(-1)

8.162662

0.042717

14803.55

1.514790

0.980218

(5.35367)

(0.49012)

(2342.16)

(0.57445)

(0.45899)

[ 1.52469]

[ 0.08716]

[ 6.32046]

[ 2.63693]

[ 2.13558]

X2(-2)

-0.002564

0.000338

-1.238555

6.42E-05

-5.01E-05

(0.00535)

(0.00049)

(2.34023)

(0.00057)

(0.00046)

[-0.47926]

[ 0.68964]

[-0.52925]

[0.11185]

[-0.10924]

X3(-1)

0.000192

-7.36E-06

1.171880

0.000133

5.61E-05

(0.00027)

(2.5E-05)

(0.11972)

(2.9E-05)

(2.3E-05)
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[ 0.70016]

[-0.29364]

[9.78818]

[ 4.52255]

[ 2.39284]

X3(-2)

0.000715

-2.04E-05

0.079432

-1.88E-05

-1.27E-05

(0.00032)

(3.0E-05)

(0.14206)

(3.5E-05)

(2.8E-05)

[ 2.20255]

[-0.68784]

[ 0.55915]

[-0.53889]

[-0.45695]

X4(-1)

14.25284

-0.983446

41852.56

4.773868

2.667575

(18.1532)

(1.66189)

(7941.80)

(1.94785)

(1.55635)

[ 0.78514]

[-0.59176]

[5.26991]

[ 2.45084]

[1.71399]

-14.08067

1.790727

-19277.93

-0.769506

-0.007648

(13.8043)

(1.26375)

(6039.20)

(1.48121)

(1.18350)

[-1.02002]

[1.41699]

[-3.19213]

[-0.51951]

[-0.00646]

-1.383355

-0.067965

-6070.620

-0.816256

0.588142

(4.28302)

(0.39210)

(1873.77)

(0.45957)

(0.36720)

[-0.32299]

[-0.17334]

[-3.23979]

[-1.77613]

[1.60168]

0.547589

0.443427

9101.931

0.143785

-0.292060

(4.05090)

(0.37085)

(1772.22)

(0.43466)

(0.34730)

[0.13518]

[1.19570]

[ 5.13590]

[ 0.33080]

[-0.84094]

-15.16637

-5.596137

-459053.7

-41.57227

-34.80852

(161.342)

(14.7706)

(70585.3)

(17.3121)

(13.8326)

[-0.09400]

[-0.37887]

[-6.50353]

[-2.40134]

[-2.51641]

R-squared

0.968862

0.878928

0.998003

0.883253

0.938799

Adj. R-squared

0.929940

0.727588

0.995508

0.737320

0.862298

Sum sq. resids

1659.980

13.91233

3.18E+08

19.11204

12.20150

S.E. equation

14.40477

1.318727

6301.912

1.545641

1.234985

F-statistic

24.89213

5.807636

399.8923

6.052446

12.27167

Log likelihood

-69.42599

-23.99903

-184.9659

-27.01569

-22.75247

Akaike AIC

8.465894

3.684108

20.62799

4.001651

3.552891

Schwarz SG

9.012674

4.230889

21.17477

4.548432

4.099672

Mean dependent]

156.8421

4.299053

169395.2

15.01579

14.35263

S.D. dependent

54.42147

2.526630

94024.62

3.015748

3.328057

Determinant resid covariance

(dof adj.)

8.77E+09

Determinant resid covariance

1.16E+08

Log likelihood

-311.2073

Akaike information criterion

38.54814

Schwarz criterion

41.28204

Number of coefficients

55
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(Autocorrelation) 3141 bLsyVI ylis|

Alad! cYdaed G101 L3I puids Z605 1(5) Jgdad!

VAR Residual Portmanteau Tests for
Autocorrelations

Null Hypothesis: No residual autocorrelations up to
lag h

/21 Time: 00:5515Date: 07

Sample: 2000 2020

Included observations: 19

Lags Q-Stat Prob.* Adj Q-Stat| Prob.* Df

1 34.09239 0.6564) 35.98641 0.4345 16

2| 58.53193 0.4564| 63.30119| 0.6783 19

0.235

3| 84.18779 0.3456/ 93.76753 4 25

*Test is valid only for lags larger than the VAR lag order.

df is degrees of freedom for (approximate) chi-square

distribution
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