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Abstract

When the economy grows fast, there exists a strange phenomenon that the unemployment rate
remains high and even keeps rising. Is there the same feature in Guangzhou where a lot of labors
gather? In this paper, by using co-integration method we analyze the long-term relationship be-
tween economy and employment in Guangzhou, and through error correction model, we explore
whether economic growth and employment growth will significantly affect the relationship be-
tween economic and employment in the future. From empirical study we found that a long-term
equilibrium relationship indeed exists between economic growth and employment growth in
Guangzhou City. The tertiary industry has the strongest ability of absorbing labor force among
three major industries, but the effect on employment of Guangzhou economic growth does not
follow the Okun's law. The impulse response function chart indicates that employment has short-
term effect on the future economic.
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Figure 1. Trend of GDP and employment growth rate
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Figure 2. Trend of three major industries’ employment elasticity in Guangzhou
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Table 2. Residual ADF test
5% 2. k% ADF 16

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic —2.186232 0.0296
Test critical values: 1% level —2.634731
5% level —1.951000
10% level —1.610907
Variable Coefficient  Std. Error  t-Statistic Prob.
C -13.78459  0.884921 1557720  0.0000
LNW 4.959854 0142917 34.70443 0.0000
MA(S) -0.961374 0.020642 -46.57319 0.0000
R-squared 0.990232  Mean dependent var 16.05226

Adjusted R-squared 0.989640 S.D. dependent var 1.890768
S.E. of regression 0.192451  Akaike info criterion -0.378290

Sum squared resid 1.222240  Schwarz criterion -0.246330
Log likelihood 9.809218  F-statistic 1672.664
Durbin-Watson stat 0468427  Prob(F-statistic) 0.000000

Figure 3. The ECM maodel fitting results
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Figure 4. Curve: impulse response function
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Table 3. Residual ADF test
5% 3. TkZE ADF K16

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic —3.208231 0.0021
Test critical values: 1% level —2.632688
5% level —1.950687
10% level —1.611059
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