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The Absorption Capacity of Labor in the Jordanian
Economy |
An Econometric Study (1968-2000)

Abstraction

The aim of this study was to analyze the labor absorption capacity
in the Jordanian labor market, to analyze its determinants, and to show
the possibility - of constructing an economical policy, which aims to
enhance the .capacity of labor absorption, thus reducing the
unemployment rate. The study also aimed to study the status of the
Jordanian market, to recognize its characteristics, to follow the changes
that occurred in it, and to estimate the elasticity of substitution between
the workers and the other factors of production.

The importance of this study lies in the fact that it deals with one of
the most important problems which faces the Jordanian economy now a
days. That is the sustainincrease in the rates of unemployment, and the
disability of the economic sectors to absorb the increasing number of
labor force.

The study deals with the research in five chapters depending on
descriptive and econometric: analysis of the labor market in general, and
in specific of the absorbing capacity.

The study reached to a conclusion that the elasticity of employment
according to production was high in both agricultural and construction
sector, where they reached (0.73) and (0.74) respectively. This in turn
increases the ability of absorption in both sectors due to the increase in
production.

The results concerning the elasticity of employment according to
wages was non-significant except in the industrial sector. This means that
the policy of wages is not efficient in increasing the level of employment
except in the industrial sector,

To talk about the effect of improving technology, which is
measured by the k/l ratio, the results revealed a negative effect on the
growth of the level of employment. -

The results concerning the elasticity of substitution was weak in
both aggregate economy and the sectoral level, and it was non-significant.
However, it had a valid effect in increasing the labor absorption capacity
in all sectors.
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Finally, the study showed that, of the new workers coming to the
Jordanian labor market (35%) would have a work chance in the service
sector, (23.68%) in the construction sector, and about (11%) in the
industrial ~ sector. But: the agricultural sector ‘had a special case
distinguishing it from the other sectors due to a low level of employment.-
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