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The impact of Minimum Wages policy on consumption spending and poverty in Egypt

Assistant Prof. Ezzat Molouk Kenawy

Department of Economics and Public Finance - Faculty of Commerce- Kafr El -Sheikh University

Abstract:

The constantly increasing poverty rates in the developing countries in general and in Egypt in
particular, represent one of the most important challenges the realization process of development
objectives. In early January 2014, the Egyptian government decided to implement the monthly
wage-minimum policy as one of the general policy tools to realize the objectives of: curbing the
increasing poverty rates, realization of social justice in order to enable the public of meeting their
daily consumption needs including total spending on different goods and services. The study aims
to estimate the required monthly wages minimum particularly after the recent prices rising. Such
wages minimum will be compared to those implemented by the government to determine whether
the policy usefulness will help the poor to get rid of poverty circle. The study has relied on the
descriptive quantitative analytical approach through using the results of family budget. The study
has used the survey on income, spending and consumption conducted by the central body for
public mobilization and statistics in 201¢/201°. The findings indicate that one of the most
important factors causing poverty in Egypt are namely income, family size, work type, and work
stability. Implementation of monthly wages minimum in Egypt will expectedly lead to the
transition of about 53% of poor families to get rid of poverty circle. However with the recent
prices of goods and services, this policy will probably add new categories to poverty circle.
Findings also indicate that the prices of goods and services (real inflation rate) soar with much
higher rates than the rise of nominal wages and salaries. The study has recommended the necessity
of regular reconsideration of the monthly wages minimum policy in order to be consistent with
inflation and prices rising. This will help reduce poverty and improve wages and economic
conditions of the poor categories in order to enable them contribute to the economic performance.
Therefore, it will help realize the development goals. The study has recommended as well the
necessity of expanding the social security and safety and effective activation of the non-
governmental organizations role to develop the poor areas.

Keywords: the monthly minimum wages policy, income, spending and consumption, spending on

goods and services group , poverty indicators.
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