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Abstract

. This study investigated the impact of applying Islaniic ratignality
dari consumption in Egypt by using economic- methods. -We
covered the penod starting from year 2000 due to tha changing in
consumer. taste as-an impact of overwhelming globalization and,
‘place limitations:the. study Is concerned with Egypt, designing an .
Islamic consumpt:on framework that may be applicable to Egypt
and using ‘the suggested framework to develop Islamic theory of
corisumer behavior, which will add the concept of “Rushd” (as
aopposed to the .goncept of rahonahty in secular econormcs) in
.adjusting the consumptton i"Egypt. Finally, we found that the
“most important conelusion is that conventional economics should
include normatlve and-.religious instrumient to attain the goal -
" on consumer satlstactlon -To achieve this goal,it is concerned
with applying three methods of linear regression (ardinary least -
_squares, least tnmmed square and M- estimation) on the data °
of consumption and .expenditure at 2015 in both urban and rural
sectors to-study the effect of some independent variables on the
-{otal expendlture (the dependent variable). A compariscn between
the three methods is made using the standard error and R —
squared obtained. The relation between the dependent variable
and independent variables is represented by the path analysis
using the Amos program. Two of robust skewness and kurtosis
measures are used‘to determine the shape of the distribution of
the total annual income-in both urban and rural sectors before
and after removing the outliers in income data. It is suggested
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to calculate the Zakah by dividing the indiQiduaIs into two groups .
(poor and nonpoor) according to the median of the income.

Ke_y words: Ordinary least squares, Least trimmed square,
M.~ Estimation square, Scale robust measure, Zakah, skewness
robust measure, kuriosis robust measure, Path analysis,
Expenditure groups. ' ' .

Introduction

“Achievement of consumer’s satisfaction” is the ultimate goal of
economic theories either in Conventional economics or in Islamic
Economics. Whereby, fuffilling consumer’s satisfaction is through
maximizing his utility which necessities “Rational behavior of the
Consumer” in both economic systems. Thus, “Rationality” can be
seen as the core of achieving consumer’s satisfaction.According
to “Oxford Dictionary”, "Rationality” is defined as: “means based
on or in accordance with reason or logic, able to think sensibly
or logically and having the capacity to reason™. And according’
to Islam “Rationality” is achieving the end through moderation
in consumption .(Wasatiyyah). "Turning to conventional and
. I1slamic economic systems, although in both cases a “Rational

‘Consumer” is: “the one wha is neither a miser nor a spendthrift”,
but still there are major differences in both systems vision of
_“Rationality”. On one hand, Conventiona! Perspective views
“Rationality” as maximizing only own self-interest without limits,
earning at anyway, whereas morals, religious, social values are
absent, moreover; no treatment is offered for immoral activities
when practiced. Thus, “Conventior=! Rational Consumer”: refers .
to “An individual who spends his income in such a way as to
- achieve maximum satisfaction- to gain material benefits- even
through a portion of this may Le allocated for the consumption
“of alcoholic beverages™. On the other hand, Islamic Perspective
views “Rationality” as recognizing self-interest but in accordance
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with Shari'ah principles by ensuring religious, cultural, historical .
and social values and also ensuring the achievement of the social
welfare of the whole society through earning at honest means
which aims at creatmg a balanced society. Thus, “Islamic Fiatlonal
Consumel’ is the one who seeks consuming’ the resources —
whom ALLAH is the owner- to achieve material and spiritual
needs through spending’ on Halal (what is permissible in Shari’ah)
and moderating spepdlng_ln the Quran ALLAH says:"those wha,
when they spend, are not éxtravagant and not niggardly but hold
a just.(balance} between those (extremes)”. Thus, from the above
mentioned, it can be concluded that the framework of the Islamic
perspective of “Rational Gonsumer” is more comprehensive than
the Conventional cne.Therefore, the paper aims to apply Islamic
Rational Consumption perspective in Egypt. . '

- - - * \'
Literature Review

Heba (1990) aimed at presenting a theoretical framework for
-some consumption theories, and then ahalyzing consumption
functions applied in: Eg';rrpt India, and Urban of South America.
It resulted that on the national level, that the margmal propensity
to consume in Egypt for private consumption is- hlgh 'In addition,
that the variation in the consumption of the food commodities is
significant in the 3 mdependent variables. S

Maha (1999) provnded a study on consumptzon and means
of rationalizing itin different fields, in addition 1o highlighting on
consumer’s behavior and the factors driving consumption.The
study resulted was performed in a form of a questionnaire and -
resulted in different methods enforcing ratlonallzlng consumption
especially in food and clothes.

Eman (2006) provided a study on the reasons behind ’the
changes that appeared in the consumptlon culture, by introducing
social, economic, ‘political and Iegai awareness for the Egyptlan‘
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society. She performed a field study to search for the various
reasons that participated in.the change of the consumption
culture for the society under ‘investigation Benha ‘University.
The result showed the existence of a correlation between: each
of: gender or sex, age, educational / ievel, professional level
social status, amount of income and the change of the cuiture
of consumption in the society, under investigation. In additions
it resulted that there is a group of factors affecting the change
of the culture of consumption in the saciety as: the successive
economic policies, globalization, openness towards the foreign
world, change of income’s level, mass media and recent / modern
means of communication and technology.

Rabi (2006) presented a theorefical study concerned with
consumption behavior and factors influencing it, in addition to fields
of Rationalizing family consumption and the role of the community

-agencies in promoting the culture of Rationalizing ‘consumption.
This study enriches the theoretical field of consumption and it
benefits in the formulation of a questionnaire as a tool to collect
data in this research; '

Nagah (2008) showed the brilliant sides of Islamic economics
and comparing the Islamic economics with conventional one
in - addition to determining the different means in protecting,
the consumer in the Islamic economics. The study uses the
historical method to show the facts about consumer protection
and uses comparative method to compare between Islamic and
conventional economics. The study revealed that despite that
Islamic economics and Conventiorz! economics agreed on the
necessity of protecting the consumer from the harms that might
affect him, also it indicated that the Muslim consumer showed be
attached to shariah principles.

Norah {2010).used the descriptive and historical method to show
the Islamic foundations. The importance of the study is presented-
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in elaborating the significant role of giobalization in spreading the
culture of consumption between broad sectors of individuals and
populations in all countries as a general an'd--in_:the,developi_ng
countries in speciﬁc Although studies have been made to study
consumption pattern in" Egypt, and conventlonal Economics
theories have provided assistance to adjust’ consumpnon pattern
but little studies have. been done to study consumption,pattern in
Egypt accordmg to Islamic Economics. Moreover, adding “Rushd’
element(Rationality) in studying the Egyptian consumption through
encouraging -moderate living standard as neither extravagant,
nor nlggardly but balancing between them according to shariah
principies, | WIH enhance having a jUSﬂy balanced. nation, which
will consequentiy improve Egypt's effectiveness, and efﬂc;ent in
utilizing its resources in the short-run on one hand and fastenlng
its path on development in the long-run.

Amal (2014) almd to understand attitudes of Saudi university
student towards the . awareness of the rational cansumption
culture and the sources of this awareness.The study performed
. a questzonnalre on a sample consisting of 550 femaie students
from the department of social studies at the University studies for
girls’ center in king Sau'd University. The statistical treatment of the
study irdicated the presence of statistical relationship between.
the somal background of the student and the knowledge of rational
consumptlon culture and the practice of this culture. And it ended
with some recommendatlons at the level of university, community
and famlly ’

Importance of the study:-

1. To highlight the meaning, str,ehgths and implications of
“Rationalism” that is inherent in the Islamic World view.

2. To examine Conventional Consumption strengths;
weaknesses and threats inorder to be able to provide Islamic
critics on these Conventional approaches of Consumption.
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This study ‘indicates the relative importance of “Isfamic
Rationalism” element in Moderating Consumption pattern.

Undér’s,tandirr'g' Consum ption pattern in Egypt.
The output of . this study .could assist policy makers

to formulate new consumption pattern model to face

consumptlon challenges in Egypt.

Study leltauons

~ Time limitations: the study covers the period startlng from year
2000 due to the changmg in consumer taste as an impact of
overwheiming globahzatlon

a Place Iirnitations: the study is concerned with 'Egyp't.

Objectives of the Study: RSN

:l’ B
. o,

1. Understandlng Consumption pattern m Egypt

Presenting “Islamic Economics” as an altemaﬂve to exustmg
economic doctrines and systems. -

Designing an Islamic Consumptlon Framework that may be T |
applicabie in Egypt. . ‘

Using the suggested framework to develop islamic theory of
consumer behavior, which will add the’ concept of “Rushd”
(as opposed to the concept of Hatlonallty) in secular
Economrcs) in adjusting the Consumption pattern in Egypt.

Study Hypotheses

1.

ls!amlc ratsonal consumption is mor2 comprehensxve than
Conventlonal Rational Consumption.. -,

Egypt is suffenng from ex‘ravagance spendmg

3. Consumption level in Egypt will be lower if Islamic Rational

Consumption is applied.
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Methodology of the study:

. The research will investigate the impact of applying is!émm
Rationality on Consumptlon in Egypt by using econometric
‘method. '

Data Sources -

To- measure the |mpact of applylng Islamic Ratlonallty on
Consumption in Egypt whereby the data for Income, Expendlture
and Consumption is available from the CAPMAS (Central Agency
for Public Mobilization and Statistics) through thé survey piblished
named “Income, ‘Expenditure and ‘ Consumption”, in addition
- other data as Poveny and lnvestment are gvailable through the
CAPMAS website.

The final selected data for the study since year 2000 as the
Egyptian consumer has been deprived of ¢hoice for a longtime
and at the beginning of 2000, the Egyptian consumer starts to
" demand new products and equipment in the face of globalization
and offers good outlets for foreign..

Empirical Framework:

This study uses deductive methods to analyze Conventional
Consumption situation in Egypt and the effects of applying Islamic
Rationality on it. Also, it uses an econometric model which will be -
conducted to know whether Rationality in an Islamic perspective
could affect theConventional Consumption..

The linkage between Islamic Rationality and Consumption
can be viewed in Iefms of the following hypothesis: Islamic
Rationality has a pbsitiVe impact on Consumption. Consequently,
Consumption is the dependent variable while Islamic Rationality
*. and other factors are independent variables._ o
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Pan’el.data are a type of longitudinal data, in other words two
or more observations that are collected on many units at different
points of time

Panel data tends to have several advantages over cross-

sectional data and time-series data, as:

Greater capacity for capturing the complexnty of human
behavior than a single cross-section or time series data

Simplifying computation. and statistical inference whereby, it
involves at least two dimensions, a cross-sectional dimension
and a time series dimension.

Allowing control for omitted (unobserved or mis meaéured)
variables. - - ‘ ' S

" Giving more informative data, more degrees of freedom, more
' variability, less collinearity among variables, more variability

* . inthis section the researcher Nahed apply the procedure of the
' miJlt_ipIe linear regression using the ordinary least squares (OLS)
method and two robust regression methods: Least Trimmed
.Square (LTS)and M — Estimation in SAS and R programs on both
the urban and the rural sectors to compare between the three
methods. The path analyéis in AMOS program for both urban and
rural sectors are obtained. It is interested with some variables stich
as the economic sector, the education status, the family size and
the total annual income which affecting the total expenditure. This
study is concerned with determining the shape of the distribution
of the total annual income before -d after removing the outliers
from the data of the income using the classical measures of
skewness and kurtosis: B,,B, and robust measures of skewness
and kurtosis. 1t'is concerned with calculating the zakat. Also, it
is interested in the method tc allocate the income between the
expenditure groups. - -
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~The_dependent variable is the total expenditure for the

: famlly denoted by Y which is affected by the selected following
lndependent variables: the economic sector for the family
' denoted by X1 , the education status for-the family denoted by
X2 ; the family size denoted by X3 and the income denoted by

;X4 The data used in the present paper is obtalned from the

row: data of the income, expenditure and consumption data for
» the, year 2015 from the ‘central agency for public mobilization
i and stattstacs(CAPMAS) The total data is divided into urban
" and rural sectors 1o cornpare between them. A sample of 600
objects is selected from each sector to be used in this paper. It
. is suggested to apply the ordinary least squares and two of the -
robust regression methods: the trimmed least squares and the M
— estimation and compare between the three methods using both
the standard error and the R — square measure obtained. When
the trimmed least squares method is applied the outiiers, which
found in the data are removed then the weighted least sguares
method is applied. The three methods are applied on the data
B usmg both SAS and R programs. The total results are obtained
. inthe appendlx The standard error for the variables under study
whloh are obtained -when applying the three methods for urban
data are given in table (1).

3 .
.

RAN
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]

y’-"j Table {(1): the results from applying ‘fhe three methocls for

urban and rural sectors

s

" [ Method

Standard error for the estimates of cocfﬁcrents

Proporti

@Z
mrcrccpt B, B, By B,. [ .| odof
R ' N s, | ouilier
OLS | Urba 3442 2147 | 4482 | 5478 0.0058 | 0.880 -
' n i 35 5
Rura | 2633.381 | 18239 | 366229 | 401.156 | 0.0521 | 0421 | -
! 63 | 6l 29 13 1 _ :
", | Final |- Urba | 1022018, | 6.4538 | 144.505 | 165.584 | 0.0146 | 0.825 | ~ 8%
oo | weighte | 6 o o '8
dleast. [ 1 i : : :
"I squares.| Rura [-1080.071 | 7212 | 146930 | 165.214 | 0.0266 |.0.781 | 9.67%,
KON N
M- | Urba | 1058008 | 6.7243 | 137.780 | 168394 | 0.0018 | 0.578 C86%
estimati | - n ' 8 - 3 .
. on "l Rura | 1104325 | 7.6489 | 153,580 | 168.227 | Q.0218%) 0,504 } 9.33%
S I 5 3 -l 5
. j}ﬁ *These calculations are made by the researcher
lt is notrced that the standard error for the lntercept and the

mdependent varlables has the smallest value when the LTS

_.'_ Jmethod is applled then the M — estimation 'method then the

OLS method except for the last independent variable in the two’
sectors In addition, the R — squared measure has the largest
value for the LTS method than the two methods the OLD and the
' M- estlmaﬂonand urban sector has larger value than rural sector

.- =' rnthe three methods.

The ‘'scale parameter ¢ is usually unknown. In LTS method the

medlan absolute deviation, w , is defined by:
(IX Xp, 5] < W) 0.5

.

lnotherwords, w isthe median ofthe distribution associated with '
X = xo s}, the distance between X and |ts median.

ltis 'suggested to represent the relation between the dependent
variable and the independent variables using the path ana[ysrs in
AMOS program.
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F"lgure {1): path analysis for urban data which is made by the researcher

Smce the p — value for the urban sector is equal 10 0.01 which less than the
Ievel of sngnsflcance a = 0.05 so that the model! is fitting well. .

' “Path analysus for rural data is glven in figure (2).

T -:-j 1----~j =

Flgure (2): path analysis for rural data whnch is made by the researcher

Smce the p — value for the rurat sector is equal to 0.01 which less than the

1evel of significance a = 0.05 so the model is fitting well.

‘The values for both the two measures of goodness of fit AIC and BIC are:,
gwen in table (2). It is noticed that the goodness of fitis satlsfled at the Iowest

value for these measures
Table (2) the values of A!C and BIC

} : AlC " - " BIC ~ CR
Urban sector 181,797 -, 221.369 © '17.306
Rural sector | ,232.252 271.825 '

“*These calculations are by the researcher

‘ L 51
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It is noticed the measure CR (regression weight estimated
by the estimate of its standard error) is equal to 17.306 which is
greater than 1.964 so it means that the model of regression fits '
well. The two measures for goodness of fit AIC and BIC for the
urban sector is less than for the rural sector so it is the best fitting
for the empirical distribution of the data under study.

It is suggested to 'study the shape of the diétribution of the
income data for both urban and rural sectors usmg the skewness
and the kurtosis measures. :

“The Hinkley (1975) coefficient for measuring the skewness
(which is robust against outliers) is givenby;- -
. _(Qu-p ~ QosY = (Qos — 0p)
‘ (@ — Qp) :

where ¢ (0 <p<o. 5) is the p”‘ quantile of the random vanable X,

It is hoticed that as the vaiue of P increased the value of the .
measure of skewness SC decreased. It is suggestéd to use p =
0.2 since there are outliers in the income data whlch is skewed
to the right. -

The Hogg (1974) coefficient for measuring the kurtosis (which
is robust against outliers) is given by:
' : Q1—~p Qp ‘
Ql—-q —Qq
where-0 <P <q<0.5 and Q, denotes the p - quantlle of the
distribution. It is noticed that as the value of p increased the
- value of the measure of kurtosis KC increased. It is suggést’ed

touse p=0.2.

SC=

KC =

The results for both the skewness and the kurtosis measures
before removing outliers and after removing them are given in
‘table (3) using Mathcad program ' '
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~

' Box plot is used to determine the outhers in the data of the
"“incorne using SPSS program. It is found that 12individuals are
consndered as outliers (%2) in each urban and rural sector.

Table (3): the values of both the skewness and the kurtoms
‘ measures for urban and rural sectors

Robust " Robust

skewness ( | kurtosis {
urban Fullsampla | 19.22 | 427.86 0.219 " 1.566
B | Reduced sample | 1.634 | 3.656 0.178 1,537
rural Full sample 1.502 | 3.476 0.176 1.63
' Reduced sample | 1.221 | 1.679 | 0132 1.582

) "These calculations are by the researcher

P

It is noticed that the distribution of the data of the income for -
both urban and rural sectors is skewed to the right since the
values of the B, and SC are positive. In addition, the value of

- the skewness measure is decreased after removing the outliers

from the data but these values are bigger in urban sector than in
rural sector.lt is noticed that the values of B, for both full sample
in urban and rural sectors ‘and in reduced samp!e in urban sector
are greater than 3 ( the distribution of the data is Leptokurtic) For
‘reduced sample in rural sector the value of B,is less than 3 (the
distribution 'of the data for the income is called platykurtlc) On the
- other hand, the value of KC is bigger in rural sector than in urban
sector and less than 3 ( the distribution of the data is platykurtnc) :

_ Location and scale measures for the income data for the full and
reduced sample for urban and rural sectors are given in table (4)

-53-



L'EGYPTE 60NTEMPOﬂAlms_ ) o 54

Table (4): location and scale’ measures for the income. data for
the full and reduced sample for urban and rural sectors

mean’ Median Standard |  IQR
: . - deviation )
urban | Full 53631.4524 | 39266.56 153937.728"[ 14546.5625
- | sample
Reduced | 44326.66882 | 38242.28 26855, 11857 1 4?43.5625
sample -
rural | Full | 20875.8947 | 2744325 "14454.18814 | 7571.01
sample . - v
{ Reduced 28733.1968; 272875 7146.125
sample < ' :

“These calculations are by the researcher -

From table (4) it is notsced that the med!an is lower than the
mean which indicates no symmetry of the distribution. As for
the measures of scale the standard deviation dropped greatly
compared to the interquartile range which indicates the sensitivity
of the standare deviation to outliers. Measures of location and
scale are almost the same for rural and urban séctors.

' The present paper is concerned with a trial to distribute the .
annual total iricome on the expenditure groups. To do this it is
suggested to calculate the ratio of each group of the expenditure
groups-to the total groups, then multiplying the total income by
each ratio. The total income for rural is 38305.1. The results of
these calculations for the rural sector are-given in table (5).
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- Tabie (5): the ratio of the expenditure Qrbups for rural sector

The ratio of . The share of each group from the income
" each group ' . e ‘
0.41 15830.3 (Food and Non-Alcoholic Beverages)
~ 0.06 o 2472.8 (Clothing and Foot wear)
22 0.17 6423.7 (Housing, Electricity, ‘Water,'G.as andother Fuels)
0.04 1699.6 (Furnishings, H.H equipmeni and.routine H.H
maintenance})
0.11 . 4050.0 (Health)
"+ 0.05 2091.9 {Transport)
i 002 , 795.1 (Commumcatlon)
) 0.02 787.0 (Recreation and Culture)
0.03 - "1291.9 (Education) _ :
0.03 : 1309 1 (Restaurants and Hotels) -
0.04 1515 4 (M:scellaneous goods and serwces)

"These calcutations are by the researcher

' |tis noticed that the greup of expenditure for the food and non
-— aleoholic beverages has the largest value.

The total income for urbanis 51178.8. The results for the urban
' sector are given in table (6).
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Table (6): the ratio of the expenditure. groups for urban sector

The ratio of each " The share of each group from the income
-_group ‘

0.03 " 366.76 (Food and Non-Alcoholic Baverages)

0.05 633.28 {Clothing and Foot wear)

0.19 2283.92 (Housing, Electricity, Waler, Gas & other Fuels)

0.04 480.34 (Furnishings, H.H equipment and routine H.H -
maintenance) _.

010 1215.48 (Health)

0.08 . -~ 886.43 (Transport)

0.03 - 351.57 (Communication)

0.02 _ 261.85 (Recreation and Culture}

0.24 : | 2722.44 (Education)

0.05 ) .569.62 (Restaurants and Hotels)

0.04 480.83 (Miscellaneous goods and services)

*These calculaticns are by the researcher

It is noticed that the group of expenditure for education has
the largest value. The individuals in the data obtained from the
central agency for public mobilization and statistics{CAPMAS). it
" is suggested to calculate the median of the total annual income
for each individual in both urban and rural sectors in which the
individuals which have incomes under this median are considered
poor and the individuals which have incomes above this median
are considered nonpoor. To calculate the Zakah, it is suggested
to multiply the total income of the -individuals who are nonpoor
by %2.5 and add the obtained value to the total income of the
individuals who are poor in both urban and rural sectors. Since
each individual has the code 1 or 0 in both the data of urban and
rural sectors at 2015. Code (1) means that the individual is poor

and code (0) means that the individual is nonpoor. It is suggested

to divide these individuals into two groups. One group contains
the individuals who have the code (1) which are considered poor
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and the other group_contains the individuals who have code

- (0) whnch are conszdered nonpoor. To calculate the Zakah, ‘it is

suggested to multiply the total income of the individuals who are
nonpoor by %2.5 and add the obtained value to the total income
of the individuals who are poor in both urban and rural sectors.

'Statement of the Problem

~ As mentioned above (in the introduction), that “Rationality”
" Principle in “Rational Consumption” is discussed from 2 different
perspectives, from Conventional Economics perspective and from
Istamic Economic ones.Since it is mentioned that islamic Rational
consumption is more comprehenswe that conventlonal one, thus
* hére there is an arising question which is: Why Islamic. Rational
) Consumption?Thus, the question can be answered through
comparing the worldview of the two systems and then elabarating
~ the benefits of Islamic Rationai Cansumption and then concluding
the preferable and most appropriate one of them.

. Table (7) Comparison between: Islamic Rational Consumer
o and Conventional Rational Constimer

Paoints of Comparisoh- Islamic Rational Consumer .Traditional Rational
S . Consumer

- Similarities - In both cases & rational consumer is the one wha is, '
neither a miser nor a spendthrift

- Meaning of the term | An Islamic Ralional consumer | Refers to an.individual
,“Rational Consumer” | isthe one who is not against whose main farget ls
the principles of istam, who to achieve maximum
strongly believes in Islamic | satisfaction through
Shatiah, aiming to spend in spending his:way,
moderation, so he is neither - even if he allocated a
extravagant nor miser for both portion of his income
viarldly life and hereafter life. to consume alcoholic
} . beverages.
Posntwe Economics | - _ Included , Motivated

Source information collected by the researcher from difierent sources .
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Normative
Economics

Included

Avoided

Value Judgment,

Value judgment, social,
national, cultural values

No value judgment

Earning

‘ Earning at honest way

Earning at any way

Eternal Expenditure
. (In the way of ALLAH)

Musfims are concerned with

spending in'the way of ALLAH.

-+ Spending in the
way of ALLAH is not
-explicitly discussed

in conventional
eccnomies,

Worldly and Hersafter (Eternal
Utility is present)

Life span of 2 human
(maximize utility through
only material needs and

" wants)

Hoarding
. a M

3 B ' ! n '

P

N

o [
i

An [slamic rational consumer
follows the principle; “Hoard it

in the way-of ALLAH" since
that Islam gives permission to
hoarding but at a small price

and pay 2.5% of it every vear -

A rational consumer in
canventional economics
is not concemed with
hoarding wealth, thus a
rational consumner “will

* not hoard wealth”,

| Type’of demands

3

- Demand for alcoholic drinks
service is zero

- Demand of luxury gocds
would decrease.

- Demand for necessities
and for some comforts would
increase.

-nDemand far alcoholic
and other prohibited goods and |- -

drinks is allowed

" in addition that

they are economic

research seeks to
define and compare -
costs and benefits of
alcohol consumption

and related policy
interventions, including
faxes,

- Demand of luxury
goods is increasing
due 1o advancement
¢of technology and
Jimprovément in
economic conditions.

.Source: Information collected by the researcher from different sources
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", | stages oflife and

. '~ | difference in Visions

"+ »| "Tof twio-consumers’

Born (coming from heavenly
life)

Educaﬂon lite (worldly +
Religious)

Working Professional life
" {earning an hones! way
directed by Religion}

Family life (Religious)

Life Style {Moderate/simple ife
- style) -

Warldly life (Enjoy the worldly
fife)

_ lbadah, etc.)

'

Hereafter lite)

life and Prepare for Hereatter -
Retired life (reading, travelfing, |- .

Death (start the journey for

" Born {Natural law of
hurnan ife)
Education life (worldly)’
Working Professional
life (earning in anyway)

Fz_amily lite (wealth)

Life Styte (Luxurious life
style)

Worldly life (Enjoy the
worldly life ~

- Only place for success

and rewards})

i

' Retired life {reading,
travelling, etc.)

Death (Natural
Depariure)

N te oA .
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Characteristics of
Raticnal consumer

The key assumptions are as
follows:

1- Consumer behavior is -
based on Islamic Economic

2-An Islamic Consumer
strongly believes in Istamic
Shariah.

3- A consumer {$-tegarded
as economic and moral utility
. maximizer.

4- He can control his wants as
well as demand.

5- Utility or satisfaction derived
from worldly and Heavenly.

6~ He only Consumes useful
while aveid harmful goods and
services, for himself and for
whole society.

7- Spend in moderation neither

as miser nor extravagant, both

for here (Worldly) and hereatter
(Heaveniy).

8- Strictly consider Hatal and
Haram in cansumption.

9- He does not hoard his
wealth

Raticnalism and _fear of ALLAH.

The rational consumer
is ethical when:

1- His spending is fairly
done even through
borrowing.

2- His spending is
justified albeit for the
appetence desires.

3- He is not encouraged
to borrow even if the
bank interest rate is not
high

4- He adheres to not
spending money In
ilega! products and

services although his
spiritual emptiness
pushes him/her to

acquire the farbidden,

Source: Information collacted by the researcher from difierent sources

_-B0-
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e (fomment on the above-mentioned table:
It can be concluded that:

; .- It highlighted some of the weaknesses in Conventlonal

Economlcs as: avoiding normative economics, principle of self-

- mterest focuses only on worldly life, spending could be done

through borrowing, and social and moral values are absent can
consume any kind of goods.

It highlighted some of the strengths in Islamic economics as:

L mcludlng normative economics, encourages the. wetfare of the

-, Society, takes into consideration worldly life and hereafter llfe
- *Potivating spending in the way of the ALLAH, and encourages :
the presence of social and morat values, consume only halal
and prohibits Haram.Therefore, the question is answered by
hlghllghtmg the strengths of Islamic rational consumptlon and
1hat rationality is a situation between extravagance and mggardiy
Thus by elaborating the Egyptian case study, it can be seen that
smce 1990, a rapid shift in household consumptlon occurred

“in Egypt a new consumption culture has been drawn in, Egypt
: malnty due to globallzatlon An overwhelming new hfestyle has .
2 been drawn in Egypt to drawn demand attentlon -for instance
) f Calro alone includes more than 24 shopping malls huge
h number of supermarkets- offering everything you can imagine,
-. fancy restaurants, the spread of mobile telephones and coffee -
: shops plastic surgery and the body. Thus, despite the fact that,
. household final consumption expenditure is formulafing a major
\component in the GDP formula in Egypt- where by it is increasing
" ﬁuntll it reached %82.24 in 2015 and that the share of. Egyptian
Household expenditure in the public budget increased in the
K “ﬂnanmal year 2015/2014 by 3 times more than the financial year
- %2008/2007.Still, in terms of prosperity and Weifare, Egypt ranked
1 as the second least prosperous'country in ‘North Africa, where by

B1-
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it ranked 117" (out of 149 country) on the “Legatumi Prosperity '
Index”2 in 2016. Morsover, by looking at the “Prosperity Gap™", it
is found out that since 2013 Egypt is suffering from prosperity index
close by %27.Thus, it is evident that despite the high percentage .
spent on consumption from GDP, still Egypt suffering from lack of
prosperity and welfare Thus, the arising question here is: what is
the defect that is occurring in the Egyptian-Gonsumption pattern
that deprives Egypt from enjoying pros’peritjr, welfare and good
-quality of life?By viewing the relative distribution for average per
capita of family annual expenditure by major expenditure groups
by tens categories of Egypt total in 2015, we will find out that:

Table (8): The Relative distribution for average per capita ‘
of famlly annual expenditure by major expenditure groups by
categories in Egypt total in Year 2015

Expenditure Groups Percentage (%) of Totai -
‘ (100)
Food and Non-Aleoholic Beverages . 344
Housing, water, electricity, gas and other : 17.5
fuels ,
Health : ' 10.0
Transport . 8.3
Clothing and Footwear - ’ 5.6
Education 4.8
Alcoholic Baverages, Tobaceo and Narcotics : 4.7
Furnishings, H.H eqmpmem and routine - 4.1
H.H maintenance o f
Restaurants and Hotels ’ _ ) 40
Miscellaneous goods and sérvices ' 3.9
Gommunication : . o 2.5
Recreation and Culture ‘ : 2.1

Source: CAPMAS, “"Annual statistical .book 2015", Section (22), (Public
indicators: Incame, Expenditure and Consumption survey 2015), pp. 9-6

(1) “Prosperity Gap™ “takes a country’s GDP and uses it as the yards'uck to measure a nauon
expected Prospenty Index ranking. .
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' components in the household consumption are: Food and Non-

Aicohollc Beverages with %344 then the second component -

' Z_ Uis: Housmg, water, electricity, gas and other fuels

with %17.5,

and the third one is Health with %10.Thus, to better analyze
Consumptron pattern in Egypt, main components formulatrng

Y ‘*, household consumptron should be examined.

" ‘Although Egyptians are considered as big spenders and
",food consumers, also food expenditure is a major component in
. " hgusehold spending, still Food’ consumptron in Egypt suffenng

from problems One hand, by looking at the dretary energy
L !,consumptron per person in. Egypt it is found out: for mstance in’
R 2007 Egypt recarded 3,160 calorie intakes per;: day where by the . .

. requrred calories per day to maintain are about '2000 calones

o per day for average woman and about 2500 calones per day for
»,‘ average man.On the other hand, FAQ found out; that Egypt: has
ran increasing rate of food Iosses and waste, w"hereby wastes and

losses reached:

J
A
1

'.:. .

Table (9) Percentages of food losses and waste rn Egypt in 201 5

Lo ;s:;_'lJr.:I_(Ho!oud Hossam - Dr. Nehed Hetmy - Applying Istarrrjc Rational Consumption o

.By analyzmg the above table it is clear that the 3 ma]or :

-‘v‘ s Item Vegetables and fruits’

Frsh Mllk

. “Percentage of food losses and waste 50%

' 40% | 30%

Tnos 2015 research gate, Page 1208

.
r’g

- Source: Gehan elmenofi, Roberto Capone, Francesco Botteirco, Hamid El
* Bilali, “An exploratory survey on household food waste in Egypt” October .

BRRE Moreover the economic loss resuited from food- wastes reached
- -1 5-million tons/per annum in wheat and about 11 million EGP/. -
annually in wheat, tomato and orange.In additlon a questronnawe_ -

wwas performed to introduce the concept of food Iosses and.waste -
v its total sample size is 181 adults Egyptran - found out the

following resutts

e
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Table{10): Respondents estimation for purchased food
groups wastage (In Percentage)

- tems - | Less than 3to 6t0. [ 11t020 Over

. - 2% 5% 10% % "20%

Cereals and bakery .| -635% '{ 19.3% |.9.9% | 0.6% | 66%
products .

Roots andtubers +| 75.7% ~|.14.9% | 4.4% | 3.3% | 1.7%

Pulses and oil seeds.. 84.0% 1.0% | 22% | 11% | 1.7%

- Fuuits 751% | 14.9% | 5.0% | 1.7% | 3.3%

Vegetables 65.7% 19.9% | 9.9% 1.7%. | 2:8%

Meat and meat products | . 93.4% | 28% | 1.7% | 1.7% 0.6%

Fish and seafcod 91.2% 66% | 1.1% | 0.6% 0.6%

Mitk and dairy products |  81.8% 12.2% | 3.3% - 2.8%

Source: Gehan elmenofi, Roberto Capone, Francesco Bottalico, Hamid El
Bilali, “An ‘exploratory survey on household food waste in Egypt’, October
2015, research gate, Page 1302

It is showed in the above table the percentége of food waste
in Egypt in 2015.Thus, Aggregate food Consumption in Egypt is
high in addition it is evident that some Egyptians are suffering
from Extravagance spending.To sum up, it is clear that food
expendlture problem is that Egyptians is extravagance spendlng

204 _Component: Concernlng Housmg water electnmtv
gas-and other fuels:

Turning to the 2™ major component formulating household
- expenditure, it is found out that: on one hand, water supplies
and available water resources tend to decrease as shown in the
followmg table

Table (11): 'Decreases of the yeariy water shape per caplta in
Egypt over acentury  *

year - 1897 1927 1947 | 1960 | 1970 | 1986 | 1993 | 2000 | 2015

Water quantity 5084 | 3484 '2604 | 1893 | 1713 | 1138 | 981. | 957 | 663
per Capita (m?) -

Source: Rasha El Gohary "Agnculture Industry and Wastewater in the Nile Delta”,
International Journal of Scientific Research in Agricultural sciences, 2015, page 159 -
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On the other hand, still water demand continues in increasing
due to pressures put on water resources as rising pressure due to
population growth, rapid urbanization, acceleration of economic
and demographic develobment, farmers preference of using
flood irrigation in new land regardless af exploring new irrigation
systems. Moreover, the Nile River is receiving a large quantity
of industrial, agricuiture and domestic wastewater. [t is worth to
mention that the water pollution is a kind of water waste and it
can be caused.by either natural effect dr.by human intervention.
Along the river there are about 700 industrial facilities, and many
industries are causing wastes into the Nile' River.In spite of
consuming the agricuiture sector of %85 of total demand for water,
" it contributes of only abbut %20 in the GDP. In addition, although -
it is evident that there is extravagance spending in agriculture, the
wheat accounted for.almost %32.6 of the total imports bill in 2013.
Moreover, other Egypttans are suffering from uneven distribution
of water, for [nstance since that some farmers are misusing
water resources and already water resources are scarce. Also,
despite that water cd'iferag_e supply is increasing still sanitation
services lagging"behind Thus, it is evident that there is gap as
water supply is: decreasmg and water demand is increasing in
addition to human intervention which is participating in wasting
. large quantities ‘,of water, so some Egyptians are suffering from
Extravagance spending in water. Turning to gas expenditure, on
one hand, for the fiscal year 2015/2014 it is found out that in gas
oil for instance, despite that Egypt was the 25™ world’s largest oil
producer, repre‘sentihg %0.3 of the global total (in year 2010}, it
has become increasingly dependent on impdrting oil products,
totaling as much as 1.3$ billion per month (almost 15.6 billion $
per year out of total almost jess than 5000% million during 2015).
- Thus, there is extran?agance spending in gas in Egypt.To sum up,
it is clear that some extracts of gas expenditure in Egypt asoil is
suffering extravagance spending. .
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3 Component: Concerning Health Expenditure:
Although total expenditure of health improved to reach %5.6
of ‘GDP in 2014 Moreover, according to CAPMAS, expenditure
on health is mcreasmg as income increases, whereby at the top
mcome level expendlture spent on healthcare reached %10.6 of
.income in 201 5 while for average Egyptran famrly %9.2 of income
is spent annually on healthcare. Also, accordlng to- Central Bank to
Egypt, per caplta government spendlng on health is 108 (PPPint.
USD). Still, health expenditure has some weaknesses.As despite -
the high calonc intake. by some Egyptians,’ still the Egyptian
individual suffering from tripie burden’ of malnutrltton (obesity,
_ stunt:ng and micronutrient deficiencies. (anem:a) and unbalanced
. essential food elements like energy, proteln and fat content.
Moreover, %35.1 of fotal populatlon in 2011 were found-to be
. suffering from:poor dietary dlversaty, where by 'EhlS rate reached
- almost %58.3 in the low-level income (Poor Egyptlans) Although
.Health expendlture in the 39 item-onthe Relatrve dlstrlbutlon for
average per caplta of famlly annual expendlture in year 2015, still
nearly %50 of Egyptians do not have health i msurance coverage,
whom -are mainly residents of rural areas,\employers in informal
sectors, ' self-employed and farmers. Moreover, .by looking at
child mortality under age 5, despite that they are decreasing and
reached to 24 children. per 1000 live births in 2015 the rate is still
high comparing with the countries which have. the lowest unders-
mortality rates in the world. Their unders- mortalrty rate is 3 children
per 1000 live births. Thus, to sum up, some Egyptian are suffering
.,frorn extravagance consumption in health expendrture despite
that their health is weak.Turning to ne kind:of haram products
‘which is: Alcoholic Beverages, Tobacco and Narcotics-as shown |
in table (1) in the Appendix that %4.7 out of average per capita
of family annual expenditure by major expenditure groups by
tens-categories of Egypt total in Year 2015 is spend on alcoholic
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beverage, tobacco and narcotics. Desplte that [slam is specmed
as the state rellgzon in"Egypt and that pnnmples of -sharf'ah is
the primary source of legislation. Unfortunately, by looking at the
percentage of Tobacco use in the following table:

Table (12): Tobacco use data from the latest survéy results as
at 31 December 2014 ' '

Youth Tobacco Use Adult Tobacco Adult cigarette
smoking smoking |
Smoking Current. ;- Current Current [ Daily |  Daily
Prevalenice | tobaccouse | Cigarette B ;
(%) . smoking , .
Male 7.2 58 460 | 443 358
Female 28 14 v 0.4 0.3 -

Note that: Youth: ages 15-13, Adult: ages 64-25

Source: World Health Organization, “égypt: WHO. Repart on the Giobal
Tobacco Epidemic”, 2015, page 2

As it is shown in the above table that Tobacco percentage of
use relatively high despite the fact that Egypt is Muslim country
and Islam is prohibiting smoking as smoking affects body causing
- health problems as cancer.Moreover, concerning alcoholic drinks,
despite that tourism rate are fluctuating, alcohol sales are in an
increase whereby companies as: Al-Ahram Beverages Co {(ABC)
and Egyptian Internationa! Beverage$ Co (EIBCO) are leading
alcoholic drinks and launched numerous products in 2015.Thus,
some Egyptians are consuming alcoholic expenditures despite
that they are haram products and are making extravagance
consumption of them.Thus, it can be concluded that the Egyptian
society is a Consuming society, moreover, his consuming is
. far away from “Rational Element” whereby most Egyptians are
sufferlng from extravagance spendlng

* And this explains the current Egyptian Economic snuatnon whereby:

Egypt's Balance of Payment (BOP) recorded deficit about $
3.7 billion dollars during the fiscal year 2016/2015. -

.u. . . _6?-_‘ -. .. :
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Egypt’s Total external debt recorded $ 46.1 billion_dollars atthe.
end of September 2015.

Therefore, desp:te being a Consumlng socaety in Egypt
and that Egypt is borrowing fo develop the Society and solve
deficits, still Egypt is far away from achieving social welfare of -
the society. Thus, the solution ensuring “Ratlonallty principle
in consumption.Thus, an arising question here is: How Islamic
Rational consumption is going to solve the consurhption spending
problem?Rationality is something that is unique to the Islamic
‘economic system.It is found out that consumer behavior has a
certain focus in the Islamic system whereby, it provides certain
rules in the market in addition it provides a set of rules for its
_ economic agents. These rules are in the fbrmﬂ of Shari’ah rules
aiming at governing consumer behavior. The.application of these
rules may lead to the development of the institutions that are
enabling individuals and also society to improve their well-being
. level on a path of sustainable development. Thus, by followirg the
“|slamic-Rationalism”, consumption spendlng problem is going to
be solved as: '

- Islamic Ratlonal consumption aims at maklng a right balance
between: material needs and spiritual needs —on the contrary of
_ the conventional thought of rationalism which focuses only on the

~ materjal needs- where man could not neglect his share of the
world and at the same time he seeks the abode of the hereafter.

- Since that, people living in the world as only temporary life
and the hereafter life is the permanent one, as’lslamic thought
view, thus he aims at succeeding at the hereafter life, where by his
stccess depends on the utilization of resources and best use of
resources in the worldly life, so he aims at avoiding extravagance.’

. -Elifnination‘of Israf and Tabthir should be main- principles
in solving' consumption spending problem. Whereby Tabthir is
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“spending your money on something Whic_h is not” permissible
to begin with, for example, drinking or the eating of pork”. Israf
is “spending on somethmg which is otherwise permissible to
spend your money on, but spendlng extravagantly”. So Israf is
,extravagance

- A man has to prevent Haram spending due to different
harmful and not promising consequences resultmg from this kind
of spending as:

Haram spending lead to losing money.

Haram spending could lead to individual eeonomic and social
corruption, and this corruption may scatter to reach all Iayers of
the society.

Haram spending results of losing the benefit of Halal utilify, S0
there is no Halal utitity.

Based on Islamic pnncnp!es resources will be allocated through
lslamicaliy valid means.,

To sum up, “Islamlc ‘Rationalism” could solve “Consumpt:on
spending” problem through -

Focusing on shan ah principles.

Encouraging Halal . spending and discouraging Haram
spending. .

Assures moderatlon in spendlng, so neither extravagant nor
miser. :

Promoting the welféFe of the whole society through djstributing
a man’s spendifg on both: material needs (his own self-interest)
and spiritual needs ‘(s"pending in the way of ALLAH).

¥

Allocate resources efficiently and use Islamlcally vahd means
. for the fulflllment of the mean

Encouraglng Halal Utility.
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Concluding remarks

1.

The standard error is almost for the three methods of.
regression but it has the smalilest value in the LTS method-

The R - squared measure has the largest value inthe LTS
method _ .

The standard ° dewatlon is usually unknown whlch |'s o
estimated by the robust scale measure MAD when applylng'
both the LTS and M — estimation methods

The values of AIC and BIC measures for goodness of fit in
urban sector are larger in urban sector than in rural sector .

Measures of sk'ewness and kurtosis have ]e‘ast values after
removing the -outliers than before-lremoving them.

When allooatmg the income to the expenditure groups in

“rural sector the group which contains the Food and Non-

Alcoholic Beverages has the largest share while in urban
sector the group which oontalns education has the Iargest
share =

To caiou[ate_the Zakah, jt- ..is suggested to divide the
individuals according to the ‘median of their income or

. according to the code 1 or 0 into two groups in which the

group of individuals which have income above this median
or have code (0) are considered nonpoor and the group of
individuals which have income under this median or have :
code (1) are consrdered poor

The most lmportant conclusion is that, conventional
economics should include normative and religious
instrument to attain the goal of consumer satisfaction.

Zakah in slam limits the excessive spending and the
distribution of income to the expenditure groups leads to
the planning of spending.
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Recommendation

‘Actually, most individual's base decisions on social, pohtlcal
and ethical considerations as well as on: personal gain: Also,
what people do may be strangly affected by habit, custom, and
tradition. Every society weaves a fabric of institutions that guide
its economic behavior.Zakah and charity are the only major
sources of earning reward in the hereafter. The desire to increase
income is strong for a Muslim consumer because hewould like
to spend in the right way. Also, it is a Muslim’s religious obligation
1o improve his economtc condmon so that hebecomes a Zakah
payer rather than a Zakah receiver. Islamic Ftatlonallsm" could
solve “Consumption spendmg problern through

Focusing on shari'ah pnnctples _

Encouragmg Halal spendmg and dlscouragmg Haram

~spending. S R
Assures moderanon in spendlng 50 neither extravagant nor

- miser. .

Promoting the welfare of the whole socuety through distributing -
+ aman’s spending’on both: material needs {(his own seh‘-mterest)
" and spiritual needs {(spénding in the way of ALLAH).

" Allocate resources éfficiently and use Islamically valld means
for the fulfillment of the mean

'Encouraging Halat Utlllty

In rural sector it is, suggested to increase the share from
income for both the educatlon and the health expenditure groups
than the Food and Non-Alcohalic Beveragesgroup In addition,
it is suggested to- lncrease the share from mcome for the heaith
expendlture group. '

SN
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‘Appendix

The used Model is “A multiple lmear regressmn model” |t isa
very advanced statistical and it is extremely powerful when you~
are trying to develop a “model™ for predicting a wide variety of
outcomes. A multiple linear regression modelis a linear model that
describes how a “Y” vanable relates to two or more “X” variables.,

"~ where the equatlon of the multiple regressnon is:.

L

Y=a+bx+bx,. :

The model will be estlmated usmg (SAS and R) programs ; and“
will be presented as followmg

G, =a+bY+b, PR+bG+bAG

where

Cristhe dependent var:able

Y PR, G, AG: are the dependent varlables
a: is the constant ([ntercept) '

b, b, ba, b,: are the slope of the 1ndependent variables on C*
respect[vely ' -

{:is referring to tlme perlods

i- is the number of levels

e:istheerror .." ,

The explanation of. the vanables that will be used in the model
C*: islamic Rgt;gnal angumphnn

It is the consumption after ded..cting the Haram consumption
and adding ‘the inde’pendent variables that form the Islamic
Rational Consumptlon

Y- Islamic Rattgnal Household Income Variable:

Household income‘is one of the main independent variables -
- and is a main-determinant of househoid consumption. By looking
. 78 \
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" at the Distribution of Households by Groups of Annual Housghold
Income, it is found out that the society is divided into 20 Income
levels (according to.the CAPMAS) ranging from less than 10,000
Egyptian pounds per year for Individual to more than 100,000,
Egyptran pounds per year for each individual.

Since that the main is to-measure Islamic Ratlonal Consumptron
therefore the Islamic Ratlonal Income shotild be measured.

Thus Islamic rational Household Income will. be measured by
: mcludlng family annual expendrture by major expendlture groups
) accordlng to Islamlc ratlonalrty ] o

where. T , . .
Y, = r1FIl + rZSil +1y H o V4T;r Tl + 1Byt TPyt TRyt rM+ 1l
+ r V +e '

now . ‘
[l "!ﬂ .

S

where ety ) .
Table (1) Varlables that will be included in the’ prevrous
.. & Equation v ;
! . < ﬂ e . L3
Symbol*- | - " Expenditure Groups  °
T F" | Amount of ritional food and non-alcoholic beverages’
S oy Amount of ratlonal housrng, water, electncrty, gas and other
. <" |fuels; " . :

H Amount of rational health -

T Amount of rational transport

L Amolint of rational clothing and footwear

= m
P

.. | Amount of rational education T

Amount of rational furnishings, H.H eqmpment and routrne
HH maintenance

R . Amotunt of rational restaurants and hotels

M Amount of miscelianeous goods and services
| Amount of rational communication

\ Amount'of rational recreation and culture

Note that: Consumptlon of Alcoholic beverages, Tobacco and other Haram' -

products are eliminated from the equation since that the study is concerned
" only with Halal products that are in accordance with shan ah.
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PR: Placg of Residence Variable: -

It is one of the main determinants of that have an impact on
househald consumptlon expendlture whereby the pattern of -
spending on different expendlture varies according to urban and-
rural areas.

It is one of the determinants that have an impaci on household -

consumption expenditure, whereby the pattern of spending differs
according to the gender as Male or Female. -

AG: Age Variable:

It is one of the detérmi_hants that have an impact on household

consumption expenditure, whereby the pattern of spending differs” . -~

according to the age

The outputs of applymg the ordinary least squares on the data -
of the urban sector usmg R program are shown in Table (2). '

Table (2): the outputs of the ordinary least squares on the
data of the urban sector

Estimate | Std.Error | Tvalue P - value
Intercept 4204 3442 1.222 0.22235
-27.91 2187 -1.276 0.20244
2245 448.2 5.01 7.19e-7
1618 547.8 2771 0.00577
0.3725 0.005825 £63.591 2e-16

*These calculations are by the researcher

The regreésion equation from applying the OLS method is A
given by: ' ‘

Where the negative value re‘lects the reverse relation between -
the dependent variable (total expenditure) and the independent
variable (the economic sector) The posttive value 2245 reflects
the positive relationship- between the .and the independent

. -80-.
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variable (the education stafus). The positive value 1518 reflects
the positive relationship between the and the independent
variable (the family size). The positive value 0.3725 reflects the
-posmve relationship between the and the mdependent variable
(the income).Residual standard error for these data is 21670.
Multipte R — squared is 0.8805 means that %88.05 from the total
variation of the dependent variable is explained by the regression
. line and the independent variables. Adjusted R — squared is
~ 0.8797.The summary statistics for the data of the urban sector is
" given in table (3).

Table (3): the summary : stattstlcs of the data from the urban sector

Min 1Q |  Median 3Q Max
. -92382 <7490 -1783 | 39138 : 366225
- *These calculations are by the researcher '

.. The outputs of applying the LTS method before removmg the
outliers in the data of the urban sector usmg SAS program are
shown'in table {4).

Table (4): the estimates for the variables under study

Paramster | . Estimate
Intercept : |00 4647 -

' : © 1.3508
p -615.5205

3 : . 7751413

0.7019

Scale (sLTS) 6302.535

“These calculations are by the researcher

. The regression equation from .applying the LTS method
before removing the outliers from the data is given by:

Where the positive value reflects the positive_ relé_tionship
‘between the dependent variable (otal expenditure) and the
independent variable . (the economic “sector). The positive
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value reflects the positive relationship.between thé and the
independent variable (the education status). The positive value
reflects the positive relationship between the and the independent
variable (the family size). The positive value reflects the positive
relationship between the and the independent variable (the
income).Diagnostics summary for the data of the urban sector is
given in table (5).

Table (5): diagnostics summary for urban data

Observation Type Propartion
* Qutlier 008
R - square 0.8258

*These calculations are by the researcher

It is noticed that the proportion of outliers in the data is %8.
R — squared for LTS estimation is 0.8258 means that %82.58
from the total variation of the dependent variable is explained
by the regression line and the independent variables.Parameter
estimates for final weighted least squares after removing the
outliers from the data are given in table (6) for the urban data.

Table (6): Parameter estimates for final weighted least
squares fit for urban sector

Parameter Estimates for Final Weighted Least Squar«;s Fit

Paramet df Estimates | Standacd 95% Conﬁdex}ce Chi- P - value
er error interval limits Square

Intercept 1 445,943 | 1022.018 | -2449.06 | 1557.175 0.15 0.6626
).(1 1. | 1.0948 6.4538 -11.5545 | 13.7441 0.03 0.8653 -
X2 1 459.2981 144.5956 | 175.896 742.?0'03 10.08 0.0015

. X3 1 1075179 | 165.5849 | 750.6383 | 1399.719 42.16 0.0001
X4 . ] © 0.6905 0.0146 0.6619 D..:"IQ‘I S 22444 | 0.0001

Scale 0. 6121.671

*These calculations are by the researcher
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The regression equation from applying the Final Weighted
Least Squares after removing the outliers from the data is given
-::' .]‘py:

Where the positive value reflects the positive relatlonshlp
between the dependent variable (total expenditure) and the
mdependent variable (the economic sectar). The positive value
“ ref!ectsthe positive relationship between the and the independent
.Vanab[e (the education status). The positive value reflects the
..-posntlve relationship between the and the independent variable
»(the family size). The positive value reflects the positive relationship

* betiveenthe and the independent variable (the income).Summary
' statistics for the dependent and the independent variables from
- applying LTS method in urban sector are given in table (7).

Table (7): summary statistics for urban sector

¢

[V T 0 [ el | @ Men | Swndad | MAD

| Devation
X 3 ; 00 | 3617 | M5 | 44478
xz 3 6 6 5 20802 | 29632
KT 3 : BRECE TR
Y& | 8018 | 39666 | 5653 | 53315 | 153938 | 205039
Y| Zoar | seis | BBi3 | HE | g | Td

"These calculations are by the researcher

Parameter estimates from applying the M - estimation on the
--data of the urban sector using SAS program are shown in table (8)
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. Table (8): parameter estimates f_or urban sector
Parameter Estimates
Paramete |  df Estimates | Standard |  95%Confidence “Chi- | P-value
-1 error interval limits Squarg
mercept | 1 EE: 1058008 | -2387.05 [ 1760264 | 009 | 07671
X1 1 02589 | 67243 | 434383 | 129204 | 0 - 09693
' X2 1 .| 4481174 11377808 {.178.0722 718.17_629 1058 | O.UUiI
)'(3 ' ;, 1 i037.351l 168.3943 | 707.304 1-367.3:38% 3?:95 0.0001
X4 1 - 0.6974 0.0018 0.6939 07009 - 151684 | 0.0001
Scale 1 5613.223 |

*These calculations are by the researcher

The regression equation from applying the LTS is given by:

Where the negative value reflects the reverse relation between
the dependent variable (total expenditure) and the independent
variable (the economic sector). The positive value reflects the
positive relationship between the and the independent variable
(the education status). The positive value reflects the positive
relationship between the and the independent variable (the
family size). The positive value reflects the positive relationship
between the and the independent variabie (the income). The
robust estimate for the scale parameter is 5613.223.Diagnostics
summary for the data of the urban sector are given in table (9).

Table (9): diagnostics s_ummary for urban data

Observation Type

Proportion

Qutlier

0.0867

"These calculations are by the researcher
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JNis noticed that the propartion of outliers in the data is %8.67.
: Goodness of — fit measures for the urban data is given in table (10).

f Table (10): Goodness — of — fit measures for the urban data.

e _ Goodness —of — Fit
. Statistic Value
.R = Sqguare 0.578
" AICR 901.2104
BICR 924.2082 .

‘These calculatmns are by the researcher

o "R- squared for LTS estimation is 0. 578 means ‘that-57.8 %
B from the total variation of the dependent variable is explained by
the regression line and the independent variables.The outputs of
app[ylng the OLS method on the data of the rural sector’ usnng R
_ program are shown in table (11).

Table (11 ): the outputs ‘of OLS method on the data of the rural

sector
Estimate Std. Error " Tvalue P -value
_ Intercept 7426,68178 2633.38163 282 0.00496
.Xi . l 612692 _ 1823961 . 0336 - 0.73705
o 72058187 366.22928 1.968 0.04458
)(‘3 : ' -188.97786 401.15613 ‘-.0.471 : 0.63775
X4 0.95801 005211 18383 '- 2e16

*These calculations are by the researcher

" The regression equation from applying the OLS method is
given by:

Where the negative value refiects the reverse reiat|on between
the dependent variable (total expendlture) and the independent
variable (the economic sector). The positive value reflects the
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positive relationship between the and the independent variable
(the education status). The positive value refiects the positive
relationship between the and the independerit variable (the
family size). The positive value reflects the positive relationship
between the and the independent variable (the income). Residual
- standard error for these data is 16720. Multiple R — squared is
0.421 means that %42.1 from the total variation of the dependent
variable is explained by the regression line. Adjusted R — squared
is %41.71.The summary statistics for the data of the rural sector
lS given in table (12).

Table (12) the summary statistics-of the data from the rural

) sector
Min iQ Median 30Q Max
~143634 -6616 -2846 - 3080 244028

*These calcutations are by the researcher

The parameter estimates from applying the LTS method on the
data of the rural sectar using SAS program are shown in table
(13). - :

Table (13) the parameter estimates for the variables under N

study’
Parameter " Estimate
intercept 4020.77
3 3.8011
1.0197
Scale (sLTS) : ' 6322.527

*These calcutations are by the researcher

The regression equation from applying the 1L TS before removing
the outliers from the data is givenby:
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. Where the negative value reflects the reverse relation.between
* the dependent variable (total expenditure) and the independent
. variable (the economic sector). The negative value reflects

. " the reverse relation between the and the independent variable

(_1hé education status). The positive value reflects the positive

,.: " relationship between the and the independent variable (the
% 7 {amily size). The positive value refiects the positive relationship

between the and the independent variable (the income). The
- -.Tobust estimate for the scale parameter is 6322.527.Diagnostics

' -. summary for the data of the rural sector is given in table (14).

Table (1 4): diagnostics summary for rural data

Observation Type Proportion

Qutlier 0.0967
R-~square 0.7815

“*These calculations are by the researcher

~ Itis noticed that the proportion of outliers is %86.7 in the data

under study. R — squared for LTS estimation is 0.7815means
that %78.15 from the total variation in the dependent variable is
explained by the regression fine and the independent variables.
Parameter estimates for final weighted least squares after
remeving the outliers from the data are given in table (15) for the
- urban data. '
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Table (15): Parameter estimates for final weighted least
squares fit for rural sector

Pa rameter Estimates for Final Weighted Least Squares Fit

Parameter df Estimates | Standard | ° 95%Confidence Chi- P - value
. eror intgrval limits Square’

Intercept 1 5274.282 | 1080.071 | 3157.382 | 7391.182 23.85 0.0001
X1 1 - ~4.012 7212 -18.1472 | 10.1232 0.3 0.578
X2 1. 21.826 1469306 | -366.153 309;8&4f 0.02 0.8819
X3 1 160.5037 165.2148 | -163.311 484.3.189 0,94 "0.3313
X4 1 0.9907 0.0266 0.9386 1.0429 1388.63 | 0.0001

Scale 0 6283.38

*These calculations are by the researcher

The regression equation from applying the Final Weighted
Least Squares after removing the outliers from the data is
given by: :

Where the negative value reflects the reverse relation between
the dependent variable (fotal expenditure) and the independent
variable (the economic sector). The negative value reflects the
positive relationship between the and the independent variable
(the education status). The positive value reflects the positive
relationship between the and the independent variable (the
family size). The paositive value reflects the pasitive relationship
between the and the independent variable (the income). The
robust estimate for the scale parameter is 6283.38.Summary
statistics for the dependent and the independent variables from
applying LTS method in the rural sector are given in table (16).
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Tab!e (16): summary statistics for rural sector when applying -

L - LTS method
'V‘a‘riable Q . Median @ Mean _Standard MAD
o ' - | Deviation "
N 9 9 283383 | 405945 | 7413
@x:_z 2 | 5 6 45 [ 2m52 | 29652
w3 5 6 | 4su7 | 188 | 1482
- “3—,).(4 1 207658 | 274433 | 358664 | 208759 | 144542 | 105854
Y 25093 33939 | 450507 | 380825 | 218956 .| 139394

"These ca!culatlons are by the researcher

- ., - Parameter estimates from applying the M - es’umatlon on the
" data of the rural sector using SAS program are shown in table (17).

‘Table (17): parameter estimates for rural sector

Parametst Estimates

--1Praramet'er_ . df T | Estimates | Standard | 95%Confidence | - Chi- | P-value }-
: h ; - emor § intenval fimits | Squre |

[Tercept |1 | 2040187 | 1104325 | 1864745 | 213624 [ 1344 [ 00002
X | T 3o | 7649 | 18897 | 110858 | q.ie. T 060%
g7 T TeaDaTT | 1535605 | VHA9E | 45706 | 1.3 (_;3095
) T [0 | 663 | AN | 4208 | 037 | 054
a7 | domk | 00n9 | 09806 | 10663 Tiea57 | 0061
Sale | 1. | 637382 _ -

*These calculations are by the researcher
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The regression egquation from appiymg the M estimation
~ method is given by:

. Where the negative value reflects the reverse relation between
the dependent variable (total _expenditure) and the independent
variable (the economic sector). The negative value reflects the
positive relationship between the and the independent variable
(the education status). The positive value 102.2988reflects the
positive relationship between the and the independent variable
(the family size). The positive value 1.0234reflects the positive
relationship between the:- and the - independent’ variable (the
income). The robust estimate for the scale parameteris. 6373.812.
Diagnostics summary for the data. of the rural sectar Is gwen in
table (18). :

“Table (1 8): diagnostics. summary for urban data

~ Observation Type , . Proportion
Qutlier 0.0933

*These calqulatiqns are by the researcher

" Itis noticed that the proportion of outliers is %9.33 in the data
under study.Goodness — of — fit measures for the rural data is
given in table (19).

Table (19): Goodness — of —~ fit measures for the rural data

Goodness — of — Fit
Statistic ‘ Value
R - Square : 0.5045
AICR : 860.4061
BICR 884.5158

*These calculations are by the researcher

R — squared for M — estimation is 0.5045 means that %50.45
from the total variation in the dependent variable is explained by
the regression line and the independent variables.
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