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Exchange rate liberalization policies and their Impact
on poverty and income distribution in Egypt
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Abstract:

The research aims to evaluate the implications of the policies of devaluation
of the Egyptian pound, which the Egyptian government pursued within the
framework of economic reform policies, on poverty rates and fair distribution of
income in Egypt during the period 1999 - 2019. The descriptive analysis method
was used to derive the theoretical relationship between the various variables? the
extent of applicability This relationship on the economic reality in Egypt? Standard
analysis approach was used to determine the quantitative effect of the policies of
devaluation of the Egyptian pound on poverty rates? and the extent of its impact
on the fairness of income distribution.

The research found results consistent with economic theory, as the decline
in the exchange rate of the Egyptian pound led to successive rises in the prices of
basic commodities, which led to high inflation rates, which intensified the feeling of
the middle and low-income classes about their real incomes falling, which
increased the size of the poor in Egypt. , To reach 62% of Egypt's population below
the poverty line, according to World Bank reports. The research also demonstrated
the deterioration of income distribution to the disadvantage of low—income classes
and the poor, and the widening of the income gap in Egypt since 2015. The
research recommended that the Egyptian government should take many measures
to develop a social security network to counter the negative repercussions of

economic measures on the poor and low—-income people.
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EX

Null Hypothesis: EX is stationary
Exogenous: Constant, Linear Trend
Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

LM-Stat.

Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.211115
Asymptotic critical values*: 1% level 0.216000
5% level 0.146000
10% level 0.119000

*Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)

Residual variance (no correction) 5.620263
HAC corrected variance (Bartlett kernel) 19.01553
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KPSS Test Equation

Dependent Variable: EX

Method: Least Squares

Date: 10/20/20 Time: 16:59

Sample (adjusted): 39 98

Included observations: 60 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C -9.514697  1.252595 -7.595986 0.0000
@TREND("1") 0.190609 0.017975 10.60424 0.0000

R-squared 0.659724 Mean dependent var 3.351420
Adjusted R-squared 0.653857 S.D. dependent var 4.098382
S.E. of regression 2.411237 Akaike info criterion 4.630922
Sum squared resid 337.2158 Schwarz criterion 4.700734
Log likelihood -136.9277 Hannan-Quinn criter. 4.658229
F-statistic 112.4500 Durbin-Watson stat 0.206308
Prob(F-statistic) 0.000000

PER GD

Null Hypothesis: PER_GDP is stationary
Exogenous: Constant, Linear Trend
Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

LM-Stat.

Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.177048
Asymptotic critical values*: 1% level 0.216000
5% level 0.146000
10% level 0.119000

*Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)

Residual variance (no correction) 193908.7
HAC corrected variance (Bartlett kernel) 854879.5

KPSS Test Equation

Dependent Variable: PER_GDP

Method: Least Squares

Date: 10/20/20 Time: 17:02

Sample (adjusted): 6 59

Included observations: 54 after adjustments
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Variable Coefficient  Std. Error t-Statistic Prob.

C -610.6134  137.6991 -4.434404 0.0000
@TREND("1") 56.18938 3.918035 14.34122 0.0000

R-squared 0.798192 Mean dependent var 1159.352
Adjusted R-squared 0.794311 S.D. dependent var 989.4372
S.E. of regression 448.7390 Akaike info criterion 15.08709
Sum squared resid 10471069 Schwarz criterion 15.16076
Log likelihood -405.3515 Hannan-Quinn criter. 15.11550
F-statistic 205.6705 Durbin-Watson stat 0.193573
Prob(F-statistic) 0.000000

INF2

Null Hypothesis: INF2 is stationary
Exogenous: Constant, Linear Trend
Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

LM-Stat.

Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.145518
Asymptotic critical values*: 1% level 0.216000
5% level 0.146000
10% level 0.119000

*Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)

Residual variance (no correction) 40.19229
HAC corrected variance (Bartlett kernel) 138.2764

KPSS Test Equation

Dependent Variable: INF2

Method: Least Squares

Date: 10/20/20 Time: 17:03

Sample (adjusted): 1 60

Included observations: 60 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C 6.085624 1.644300 3.701043 0.0005
@TREND("1") 0.124641 0.048068 2.593012 0.0120

R-squared 0.103883 Mean dependent var 9.762539
Adjusted R-squared 0.088433 S.D. dependent var 6.753652
S.E. of regression 6.448118 Akaike info criterion 6.598219
Sum squared resid 2411.537 Schwarz criterion 6.668030
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Log likelihood -195.9466 Hannan-Quinn criter. 6.625526
F-statistic 6.723710 Durbin-Watson stat 0.732835
Prob(F-statistic) 0.012022

POV

Null Hypothesis: POV is stationary
Exogenous: Constant, Linear Trend
Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

LM-Stat.

Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.162597
Asymptotic critical values*: 1% level 0.216000
5% level 0.146000
10% level 0.119000

*Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)

Residual variance (no correction) 0.680125
HAC corrected variance (Bartlett kernel) 1.001935

KPSS Test Equation

Dependent Variable: POV

Method: Least Squares

Date: 10/20/20 Time: 17:05

Sample (adjusted): 40 58

Included observations: 19 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C -15.93991  1.764249 -9.034954 0.0000
@TREND("1") 0.811323 0.036518 22.21694 0.0000

R-squared 0.966705 Mean dependent var 23.00358
Adjusted R-squared 0.964747 S.D. dependent var 4.643525
S.E. of regression 0.871860 Akaike info criterion 2.662925
Sum squared resid 12.92238 Schwarz criterion 2.762340
Log likelihood -23.29779 Hannan-Quinn criter. 2.679750
F-statistic 493.5924 Durbin-Watson stat 0.603873
Prob(F-statistic) 0.000000

R _POP

Null Hypothesis: R_POP is stationary
Exogenous: Constant, Linear Trend
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Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

LM-Stat.

Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.076604
Asymptotic critical values*: 1% level 0.216000
5% level 0.146000
10% level 0.119000

*Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)

Residual variance (no correction) 0.043482
HAC corrected variance (Bartlett kernel) 0.206739

KPSS Test Equation

Dependent Variable: R_POP

Method: Least Squares

Date: 10/21/20 Time: 22:06

Sample (adjusted): 1 59

Included observations: 59 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C 2.619601 0.054545 48.02681 0.0000
@TREND("1") -0.012334  0.001622 -7.604843 0.0000

R-squared 0.503630 Mean dependent var 2.261910
Adjusted R-squared 0.494922 S.D. dependent var 0.298515
S.E. of regression 0.212151 Akaike info criterion -0.229726
Sum squared resid 2.565460 Schwarz criterion -0.159301
Log likelihood 8.776918 Hannan-Quinn criter. -0.202235
F-statistic 57.83364 Durbin-Watson stat 0.079765
Prob(F-statistic) 0.000000

Dependent Variable: POV

Method: Least Squares

Date: 10/21/20 Time: 21:59

Sample (adjusted): 40 58

Included observations: 19 after adjustments

Variable Coefficient  Std. Error t-Statistic

C -12.66652  4.471332 -2.832830
0.439961 0.062518 7.037382
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R_POP 15.90588 2.288593 6.950068 0.0000

R-squared 0.883657 Mean dependent var 23.00358
Adjusted R-squared 0.869114 S.D. dependent var 4.643525
S.E. of regression 1.679939 Akaike info criterion 4.019331
Sum squared resid 45.15513 Schwarz criterion 4.168453
Log likelihood -35.18365 Hannan-Quinn criter. 4.044569
F-statistic 60.76238 Durbin-Watson stat 1.488088
Prob(F-statistic) 0.000000

v
Dependent Variable: POV
Method: Least Squares
Date: 10/20/20 Time: 17:10
Sample (adjusted): 40 58
Included observations: 19 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C -0.035527  1.742293 -0.020391 0.9840
PER_GDP 0.004609 0.000277 16.63514 0.0000
EX 30.43856 3.619692 8.409158 0.0000

R-squared 0.952510 Mean dependent var 23.00358
Adjusted R-squared 0.946574 S.D. dependent var 4.643525
S.E. of regression 1.073308 Akaike info criterion 3.123307
Sum squared resid 18.43184 Schwarz criterion 3.272429
Log likelihood -26.67142 Hannan-Quinn criter. 3.148544
F-statistic 160.4571 Durbin-Watson stat 1.229352
Prob(F-statistic) 0.000000

Dependent Variable: POV

Method: Least Squares

Date: 10/20/20 Time: 17:15

Sample (adjusted): 40 58

Included observations: 19 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

C 12.44521 0.857624 14.51127 0.0000
INF2 0.330278 0.055391 5.962695 0.0000
PER_GDP 0.003432 0.000389 8.812365 0.0000

R-squared 0.920122 Mean dependent var 23.00358
Adjusted R-squared 0.910137 S.D. dependent var 4.643525
S.E. of regression 1.391998 Akaike info criterion 3.643297
Sum squared resid 31.00255 Schwarz criterion 3.792419
Log likelihood -31.61132 Hannan-Quinn criter. 3.668535
F-statistic 92.15220 Durbin-Watson stat 1.211384
Prob(F-statistic) 0.000000
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Heteroskedasticity Test: White

F-statistic 0.523575 Prob. F(5,13) 0.7545
Obs*R-squared 3.184790 Prob. Chi-Square(5) 0.6715
Scaled explained SS 1.731345 Prob. Chi-Square(5) 0.8849

Test Equation:

Dependent Variable: RESID*2
Method: Least Squares

Date: 10/20/20 Time: 17:38
Sample: 40 58

Included observations: 19

Variable Coefficient  Std. Error t-Statistic Prob.

C -4.212675  17.37885 -0.242402 0.8123
EX"2 -27.72012  123.9157 -0.223701 0.8265
EX*PER_GDP -0.001342  0.040063 -0.033508 0.9738
EX 32.74286 60.00306 0.545687 0.5945
PER_GDP"2 7.23E-07 1.22E-06 0.594989 0.5621
PER_GDP -0.002940  0.020982 -0.140116 0.8907

R-squared 0.167621 Mean dependent var 0.970097
Adjusted R-squared -0.152525 S.D. dependent var 1.234115
S.E. of regression 1.324893 Akaike info criterion 3.652630
Sum squared resid 22.81945 Schwarz criterion 3.950874
Log likelihood -28.69999 Hannan-Quinn criter. 3.703105
F-statistic 0.523575 Durbin-Watson stat 1.906034
Prob(F-statistic) 0.754523

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 3.336855 Prob. F(1,15)
Obs*R-squared 3.457531 Prob. Chi-Square(1)

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 10/20/20 Time: 17:42

Sample: 40 58

Included observations: 19

Presample missing value lagged residuals set to zero.

Variable Coefficient  Std. Error t-Statistic Prob.
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c 1.226813
EX -2.905189
PER_GDP 9.08E-06
RESID(-1) 0.472384

1.760617
3.736548
0.000259
0.258599

0.696808
-0.777506
0.035082
1.826706

0.4966
0.4489
0.9725
0.0877

0.181975
0.018370
1.002587
15.07770
-24.76322
1.112285
0.375123

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

-1.13E-14
1.011924
3.027707
3.226537
3.061357
1.697339

Series: Residuals
Sample 40 58
Observations 19

-1.13e-14
-0.129128
1.937133
-1.808082
1.011924
0.119180

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness

Kurtosis 2.533205

Jarque-Bera 0.217481

Breusch-Godfrey Serial Correlation LM Test:

Probability 0.896963

2.0

ol mdgalll B oubdl) Jsliia

0.217223
0.571859

F-statistic
Obs*R-squared

Prob. F(2,14)
Prob. Chi-Square(2)

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 10/21/20 Time: 23:22

Sample: 40 58

Included observations: 19

Presample missing value lagged residuals set to zero.

Variable Coefficient  Std. Error t-Statistic

Prob.

C -0.018862
-0.023977

4.735493
0.090402

-0.003983
-0.265224

34
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R_POP 0.115510 2.415901 0.047812 0.9625
RESID(-1) 0.203134 0.342830 0.592523 0.5629
RESID(-2) -0.078042  0.318741 -0.244844 0.8101

R-squared 0.030098 Mean dependent var -1.49E-14
Adjusted R-squared -0.247017 S.D. dependent var 1.583862
S.E. of regression 1.768697 Akaike info criterion 4.199298
Sum squared resid 43.79606 Schwarz criterion 4.447834
Log likelihood -34.89333 Hannan-Quinn criter. 4.241360
F-statistic 0.108611 Durbin-Watson stat 1.668211
Prob(F-statistic) 0.977522

Heteroskedasticity Test: White

F-statistic 0.388317 Prob. F(5,13)
Obs*R-squared 2.468957 Prob. Chi-Square(5)
Scaled explained SS 1.086462 Prob. Chi-Square(5)

Test Equation:

Dependent Variable: RESID*2
Method: Least Squares

Date: 10/21/20 Time: 23:24
Sample: 40 58

Included observations: 19

Variable Coefficient  Std. Error t-Statistic Prob.

C -125.8206  147.9932 -0.850178 0.4106
INF272 0.000997 0.015880 0.062810 0.9509
INF2*R_POP -0.759139  1.310435 -0.579303 0.5723
INF2 1.482122 2.360809 0.627803 0.5410
R_POP”*2 -30.13785  35.57428 -0.847181 0.4122
R_POP 124.9839 144.8217 0.863019 0.4038

R-squared 0.129945 Mean dependent var 2.376586
Adjusted R-squared -0.204691 S.D. dependent var 2.720152
S.E. of regression 2.985596 Akaike info criterion 5.277565
Sum squared resid 115.8792 Schwarz criterion 5.575809
Log likelihood -44.13687 Hannan-Quinn criter. 5.328040
F-statistic 0.388317 Durbin-Watson stat 1.107644
Prob(F-statistic) 0.848101
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Series: Residuals
Sample 40 58
Observations 19

Mean -1.49e-14
Median 0.102649
Maximum 2.525663
Minimum -3.281594
Std. Dev. 1.583862
Skewness -0.318968
Kurtosis 2.241075

Jarque-Bera  0.778152
Probability 0.677683
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