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Abstract: 
 Through the paper we will try to learn the theoretical aspects of unemployment and 

employment, by reviewing the conceptual framework of each of them by giving a set of concepts, 

types and objectives, and then go to take a comprehensive view of the Malaysian economy with a 

focus on the most important indicators of the labor market, and highlight the most important factors 

affecting the rate of employment In Malaysia by placing it in a standard application template using the 

Vectorial Auto-Regressive  VAR 
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UNIT ROOT TEST  RESULTS  TABLE (ADF)

Null Hypothesis: the variable has a unit root

At Level

LEMP LGED LI LN LR LW LY

With Constant t-Statistic -0.9152 -1.9967 -1.4376 -3.0561 -4.0739  0.2211 -1.9156

Prob.  0.7663  0.2862  0.5484  0.0445  0.0043  0.9687  0.3203

n0 n0 n0 ** *** n0 n0

With Constant & Trend t-Statistic -0.8563 -1.9381 -2.1224 -1.7045 -4.6366 -1.7683 -4.3526

Prob.  0.9458  0.6039  0.5101  0.7162  0.0053  0.6907  0.0120

n0 n0 n0 n0 *** n0 **

Without Constant & Trend t-Statistic  0.2920  0.7296  1.1603  0.3238 -1.2785  4.7834  6.7901

Prob.  0.7627  0.8662  0.9321  0.7701  0.1799  1.0000  1.0000

n0 n0 n0 n0 n0 n0 n0
At First Difference

d(LEMP) d(LGED) d(LI) d(LN) d(LR) d(LW) d(LY)

With Constant t-Statistic -290.1953 -4.9887 -4.8262 -0.8166 -6.1597 -5.4158 -3.8894

Prob.  0.0001  0.0005  0.0007  0.7945  0.0000  0.0002  0.0071

*** *** *** n0 *** *** ***

With Constant & Trend t-Statistic -271.7604 -5.2402 -4.7136 -2.6175 -6.0947 -5.4416 -4.1353

Prob.  0.0000  0.0015  0.0047  0.2764  0.0002  0.0009  0.0173

*** *** *** n0 *** *** **

Without Constant & Trend t-Statistic -300.6368 -5.0082 -4.6786 -1.7344 -6.2646 -1.6698 -1.3051

Prob.  0.0000  0.0000  0.0000  0.0784  0.0000  0.0890  0.1716

*** *** *** * *** * n0

Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant  
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Eviews9

Eviews9

VAR Lag Order Selection Criteria

Endogenous variables: EMP GED I N R W Y 

Exogenous variables: C 

Date: 07/10/17   Time: 00:54

Sample: 1990 2016

Included observations: 25

 Lag LogL LR FPE AIC SC HQ

0 -431.9379 NA  4198309.  35.11503  35.45632  35.20969

1 -193.7166  323.9810  1.316860  19.97733  22.70761  20.73459

2 -72.77544   96.75294*   0.013049*   14.22204*   19.34131*   15.64191*

 * indicates lag order selected by the criterion

 LR: sequential modified LR test statistic (each test at 5% level)

 FPE: Final prediction error

 AIC: Akaike information criterion

 SC: Schwarz information criterion

 HQ: Hannan-Quinn information criterion
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α

LEMP = + 1.4203 +0.544*Lemp(-1) + 0.069*Lemp(-2) + 0.060*LGed(-1) + 0.026*LGed(-2) 

                      1.189             1.241         0.162                  1.714                0.862 

 + 0.043*LI(-1)  + 0.038*LI(-2) - 0.416*LN(-1) - 0.385*LN(-2) + 0.0129*Lr(-1) + 0.013*Lr(-2) 

        1.181                -0.853               0.171             -0.182           1.457            1.617 

 + 0.00037*Lw(-1) + 0.039*Lw(-2) + 0.254*LY(-1) + 0.185*LY(-2)  

                0.0087              0.796              -1.343           0.734 

R-squared = 0.87            F-statistic = 4.911            n= 25 
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 Variance Decomposition of LEMP:

 Perio... S.E. LEMP LGED LI LN LR LW LY

 1  0.010320  100.0000  0.000000  0.000000  0.000000  0.000000  0.000000  0.000000

 2  0.015248  91.42537  0.624991  0.071541  0.005426  5.881522  3.30E-06  1.991150

 3  0.019421  86.60803  1.449493  0.176866  0.064068  7.775094  0.001456  3.924990

 4  0.022600  81.54506  3.460035  0.501923  0.857114  7.811090  0.040255  5.784519

 5  0.025606  73.37335  8.056172  0.430289  2.031922  9.867492  0.485873  5.754898

 6  0.026671  70.84042  8.833085  0.445697  2.338638  11.04117  0.693229  5.807765

 7  0.026891  70.75904  8.706097  0.508920  2.409632  11.08385  0.729402  5.803060

 8  0.026961  70.65532  8.757687  0.517393  2.419821  11.10955  0.738766  5.801461

 9  0.027009  70.42221  9.023348  0.534593  2.411635  11.07157  0.737522  5.799123

 10  0.027081  70.06668  9.235048  0.673630  2.403031  11.01815  0.740352  5.863108
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