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Abstract In this paper, we propose a model of mutual interactions between the economically
active population and the economic growth. Our principal goal is to introduce a delayed equation
of the active population evolution. The time delay, resulting from the recruitment processes, is
incorporated in the effective labor demand. The dynamics are studied in terms of local stability and
of the description of the Hopf bifurcation, is proven to exist as the delay (taken as a parameter
of bifurcation) cross some critical value. Some numerical simulations are given to illustrate our
theoretical results. Additionally we conclude with some remarks.
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1 Introduction

Economic growth corresponds to positive change in gross domestic product (GDP), over a period of one
year. This change depends on the use of production factors: capital, labor and total factor productivity.
The capital refers to resources used to create goods or services that are not themselves significantly
consumed in the production process. The labor is related to the workforce. It increases levels of economic
growth by increasing the number of hours work and by improving the quality of this work. Finally, the
total factor productivity refers to anything that is not explained by the above two factors, we cite for
example: the organizational innovation and technological innovation.

Theoretically, the increase of capital stock, the workforce and the qualitative improvement of these
factors are essential components and engines of economic growth. Economists have long examined the
effect of the change in these factors on the economic growth. For example, the effect of variation of active
population on the economic growth. These studies have led to three conclusions: The first conclusion
states that population growth stimulates economic growth. The second view indicates that population
growth adversely affects economic growth and the third point of view asserts that population growth is a
neutral factor in economic growth.

In this work, we will try to model the phenomenon of mutual interactions between economically
active population and economic growth. Our starting point is based on three models: the classical Solow
model of economic growth (1956, [1]), the active population growth model (logistic model) introduced by
Hallegatte et al. (2008, [2]) and the economic growth model with a carrying capacity proposed by Cai
(2012, [3]). The resulting model is the following delay differential system:

dK
sz(K,L)—JK, 1
{ o =1L - gy W

dt

where K is the capital stock, L is the number of employed workers, § is the depreciation rate of capital
stock, f is the production function, g is the effective labor demand and 7 is the time needed to assess
needs for labor force and the time taken for the recruitment of this labor force.

We assume that the function g is continuously differentiable, satisfying the following hypotheses:

(Hy) : g(0) > 0;
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(H2) : g is a strictly monotone increasing and concave function;
(Hs) : limgyq00 g(K) = Le;

where L. is the maximal effective labor demand [2]. Moreover, as in the Solow model [1], we consider a
Cobb-Douglas function [4]:

f(K, L) =sAK*L'"™°,

where s denotes the constant saving rate, A is a positive constant that reflects the level of the technology
and a € (0,1) is a constant.

The first model in this is the Harrod-Domar model, presented by Harrod (1939, [5]) and completed
by Domar (1947, [6]). This keynesian model stresses the importance of savings and investments as key
determinants of growth.

Based on the Harrod-Domar model, Solow presented the following new-classical growth model (1956,
[1]):

LAY AR ¢

dt
This model attempts to explain long-run economic growth by considering a capital accumulation, labor
growth, and technological progress.

In (2010, [7]), Cai integrated the logistically variable population into the Solow model and he proved
the existence of the saddle-node bifurcations.

In (2013, [8]), Guerrini and Sodini assumed that population of workers evolves according to the delayed
logistic equation with constant carrying capacity as follows:

{ A = SAK(t — 01)*L(t)' = — 0K (1),

AL L(0)la - bL(t — o), @)

where K and L are capital and labor force, respectively, § is the constant carrying capacity, o1 is the

time delay between new investment and production (Kalecki’s time delay [9]) and o9 is the time delay
between the birth date and the recruitment in the labor force.
For o1 = o9, the authors showed that the coexistence of delays is a source of cyclical behavior in
capital accumulation.
In (2013, [10]), Guerrini proposed the following generalization of the model (2):
%{ =sAK(t —o)*N ()}~ - §K(t — o), 3)
dN _ N (t)
T = 7NN - swzagh

where N is the population size, v is a reproduction rate, o is the Kalecki’s time delay and g is the carrying
capacity.

In this model, Guerrini assumed that there is full employment in the economy, so that employment
and labor supply coincide, i.e. L = N. He proved that the system (3) loses stability and a Hopf bifurcation
occurs when the time delay passes through critical values.

In this work, we assume that economy is not at full employment (L < N) and we show that a
time delay in recruitment process can destabilize the system giving birth to economic fluctuations. The
dynamics of the system (1) are studied in terms of local stability and of the description of the Hopf
bifurcation, is proven to exist as the delay (taken as a parameter of bifurcation) cross some critical value.
In the end some numerical simulations are given to illustrate our theoretical results.

2  Stability Analysis and Hopf Bifurcation Occurrence

In this section, we discuss the local asymptotic stability of the positive equilibrium of the system (1). In
order to do this, we give a sufficient conditions for the existence and uniqueness of a positive equilibrium
(K., Ly).
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2.1 Steady State

Proposition 1 System (1) always has two equilibria Py = (0,0) and Py = (0,¢(0)) which exist for all
parameter values. On the other hand, if hypotheses (H1), (Hz2) and (Hs) hold, then system (1) also admits
a unique positive equilibrium (K, L), where K, is the unique positive solution of

0

-
oK) = (7K, (4)
and L, is determined by
5.
L,=(—)TK,.
(20 (5)
Proof. (K, L) is an equilibrium of (1) if
aK _dL_
d — dt

that is
{sAK"‘Llo‘ — 0K =0,

6
V[ - 5] = 0. ©)

It’s easy to see that equation (6) has two trivial solutions: (0,0) and (0, g(0)).
Now, let us assume that K > 0 and L > 0 satisfy (6). Then

0 | _1

L= (SiA)lfaKa (7)
and
oK) = ()P K. 0
sA
In view of hypotheses (H), (Hs) and (Hj), it’s clear that equation (8) has a unique solution K, > 0.
This concludes the proof. |

2.2 Local Stability Analysis
Let x = K — K, and y = L — L,. Then by linearizing system (1) around (K*, L*) we have

9L — L2 (4K (K — K.) +yL2(55)(L — L),
where f(K,L) = sAK“L'~*.
According to (4) and (5), we get
{f;g = (37 Déx + (1 — a)dK. L'y, (10)
at =9 (K)zr —y.
The characteristic equation associated to system (10) is
A2+ a) + bhexp(—AT) + ¢ + dexp(—AT) = 0, (11)
where
a=0(1-a),
b=r,
c=0,
and

d=7(1—-a)(1 - M),
where M = K, L; ¢ (K.).
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The local stability of the steady state (K., L,) is a result of the localization of the roots of the
characteristic equation (11). In order to investigate the local stability of the steady state, we begin by
considering the case without delay 7 = 0. In this case the characteristic equation (11) reads as

A+ (y+0(1—a)A+70(1 — a)(1 — M) =0, (12)
hence, according to the Hurwitz criterion, we have the following lemma.
Lemma 2 For 7 =0, the equilibrium (K., L.) is locally asymptotically stable if and only if M < 1.
We now return to the study of equation (11) with 7 > 0.
Theorem 3 If M < 1, then there exists 79 > 0 such that,
(i) for T €[0,70) the steady state (K., L) is locally asymptotically stable;

(ii) for T > 19, (K, L.) is unstable;
(iii) for T = 109, equation (11) has a pair of purely imaginary roots %iwo;

with
wg = %{(72 — (1= )8)%) +[(* = (1 — a)8)?)? — 46%*(1 — )2 (1 — M)?] 2},
and
T0 = i arccos W(Q)(S(Oz _ I)M
° 7 W @2+ (00 —a) (1 = M2

Proof. From the hypothesis M < 1, the characteristic equation (11) has negative real parts for 7 = 0 (see
lemma 2.1). By Rouche’s theorem ([11], p.248), it follows that if instability occurs for a particular value
of the delay 7, a characteristic root of (11) must intersect the imaginary axis. Suppose that (11) has a
purely imaginary root iw, with w > 0. Then, by separating real and imaginary parts in (11), we have

{ —w? 4+ 5y(1 — a)(1 — M)cos(wt) + wysin(wr) = 0, (13)
(1 — a)dw 4+ wycos(wt) — 6v(1 — a)(1 — M)sin(wt) = 0.
Hence,

w4 (1= a)?0% = ¥*)w? + 6v(1 — a)(1 — M) = 0. (14)

It’s roots are
Wi = (77— (1= 020 + (72— (1~ 0)5%)? — 46%72(1 — a)*(1 — M)?]/?}.

Clearly, the hypothesis M < 1 implies that wy = w, makes sense.
From equations (13), we obtain the following set of values of 7 for which there are imaginary roots:

01 2nmw
Tnal = — +—,
wo wo
where 0 < 6 < 2w, and
wid(a —1)M
Y2wi + (0(1 = a)(1 = M))?’

cos ) =

where n =0,1,2, ...
We set
T0 — 7071. (15)

Thus, we have: if 7 € [0, 7)), then (K., L.) is locally asymptotically stable. If 7 > 7¢, then (K, L.) is
unstable and if 7 = 79, then equation (11) has a purely imaginary roots Ao = %iwy. O
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2.3 Hopf Bifurcation Occurrence

According to the Hopf bifurcation theorem [12], we establish sufficient conditions for the local existence
of periodic solutions.

Theorem 4 Under hypothesis M < 1, a Hopf bifurcation of periodic solutions of system (1) occurs at
(K, L) when 7 = 19.

Proof. For the proof of this theorem we apply the Hopf bifurcation theorem (see, for example [12]). From
Theorem 2.2, the characteristic equation (11) has a pair of imaginary roots +iwg at 7 = 79. In the first,
lets show that iwg is simple: Consider the branch of characteristic roots A(1) = v(7) + iw(7), of equation
(11) bifurcating from iwg at 7 = 79. By derivation of (11) with respect to the delay 7, we obtain

dX
22X+ 5(1 — )y — 7(yA + 6y(1 — ) (1 — M))]e*“}a =AM+ 61 —a)(1—M))e . (16)
If we suppose, by contradiction, that iwp is not simple, the right hand side of (16) gives
0(1—a)(1—M))+iwy =0,

and leads to a contradiction with the fact that wg > 0.
Lastly we need to verify the condition,
dRe(\)
dr

|70 # 0.

From (16), we have
dh, 1 (2A+ (1 — a))exp(A7) + v T

(G = AA+0(1—a)(1—=M)) X

From (11), we have
YA +6(1 —a)(1 - M))

exp(A1) = — 23— o) (17)
As,
. dRe(A . dA, _
Sign{ dT( )\To} = Szgn{Re(E) Y7o}
hen dRe()) 20\ + (1 — a)3) |
. e . - +(l-a
Sign 7 |70 = Sign{Re (1= a)d A2 + Re)\(/\+5(1 T M)}
Thus, we obtain
. .dRe(N) o 2w + (6(1 — a))? 1
S g} = S e P ) T @ PPy
= Sign{(6*(1 - a))® — 7* + 2w }.
By inserting the expression for w3, we obtain:
5ign{ TN |7} = Sign{(4? — (1 - a))? +49%0°(1 ~ 02(1 — D)2},
Hence dRe()
e
dT (To) >0
O

Proposition 5 if M =1 and §(1—a) > v, then the steady state (K, L) is stable, but not asymptotically
stable.

Proof. if M =1 and §(1 — «) > ~, all roots of characteristic equation (11) have non positive real parts,
this implies that (K, L.) is stable. Furthermore, A(7) = 0 is always a root of characteristic equation (11).
Thus the steady state (K., L) is not asymptotically stable. 0
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3 Application: Effect of Time Delay

In this section, we study how the dynamics of the model (1) change when the time delay parameter varies.
Let’s give the following numerical simulations:

Proposition 6 Ifa =05 s=03; A=1; §=02; =1, and g(K)= 31?8:;: Then system
(1) have the following positive equilibrium

E* = (675;300).
Furthermore, the critical delay and the period of oscillations corresponding to (1) are 1o = 1.5861 and
Py =2m.
Proof. For
a=05 s=03 A=1;, §=02 =1 and g(K):%,
we have f(K,L) = 0.3v/KL and the system (1) becomes

4K = 0.3VKL — 02K,
dL _ [y — GreD)ls)

(19)
300eK

System (19) has a unique positive equilibrium point E* = (K; L,) which satisfies the following conditions:

K
L, = %K* and éK* = %.
9 9 1+ ek
Thus E* = (300;675) (see Figure 1).
The characteristic equation associated to system (19) is
A2 4 0.1\ + Aexp(—AT) + 0.1exp(—A7) = 0, (20)

Z =1.5719. |

which has a purely imaginary roots Ag = +0.99879124, for 7y = Wlﬂ)H' 5
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Figure 1. The graphs of functions hi(K) := 2 K and ha(K) := 300e % o1 the interval [674;676).

-9 1+EK

4 Conclusion

In this paper, we propose a system of delay differential equations for modeling the interactions between
the active population and the economic growth to explain economic growth and the unemployment
phenomenon. When we take into account the time taken for the recruitment of the labor force, the cyclic
behavior can appear for some specific values of parameters due to the Hopf bifurcation where the time
delay parameter is the bifurcation parameter: for 7 = 1.4, the time series of capital stock and employed
workers are shown in Figure 2, and for 7 = 1.5719, the Figure 3 describes periodic oscillations typical of
real world economic variables.

JAAM Copyright © 2016 Isaac Scientific Publishing



Journal of Advances in Applied Mathematics, Vol. 1, No. 3, July 2016

6775

677

6765

676 H
67551
675
8745 -
674 -
6735

673
0

50

Time

I
100

150

315

30k

305

300

295

290
0

181

|
50 100
Time

150

Figure 2. With the values given by Proposition 6, Solution of the model (1) is locally asymptotically stable for

7 = 1.4. This solution has a period about Py = 2.
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Figure 3. With the values given by Proposition 6, model (1) has a periodic solution for 7 = 1.5719. This solution

has a period about Py = 2.
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