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1-CUSUM test (Cumulative Sum of Recursive Residuals)
2-CUSUM SQ test (Cumulative Sum of Squares of Recursive Residuals)
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Plot of Cumulative Sum of Squares of Recursive Residuals
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The straight lines represent critical bounds at 5%significance level
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Abstract

The study of the relationship between wage and macro variables of
productivity and unemployment, as the link in employment economy, is of
particular importance in the economy of Iran. The present study was conducted
with the aim of offering a dynamic pattern for examining the effects of
productivity, unemployment, training, and inflation on wage rate between 1971
and 2016. To this end, the ARDL Dynamic Model, along with short-term and
long-term methods and error correction model, was employed. The results of
estimating the research model indicated both short-term and long-term
relationships among the research variables. Moreover, inflation rate, productivity
and training were found to be positively and significantly correlated in such a way
that an increase in training and productivity was found to promote a parallel raise
the work force rage. However, unemployment was found to have a negative effect
on the rate of workforce wage. Besides, the obtained results of the error correction
model used to analyze short-term and long-term relationship indicated an error
correction coefficient 0f-0.30. In addition, the current difference of wage rate in
the short run was found to be significantly affected by the current difference
between productivity of the workforce and the inflation rate but not by the current
difference of training. Finally, the current difference of wage rate was found to be
negatively and significantly affected in the short run by the current difference of
unemployment rate.
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