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THE EGYPTIAN ECONUOMY AND THE PODR _IN THE EIGHTIES

(MAIN FEATURES, AND THE IDENTIFICATION OF THE POOR)’

by Karima Korayvem ~

l1—-Introduction

Th2» present economic structure in the eighties, which we
shall focus upon in our description, is not the outcome of one
form of economic structure that developed over the years, with
its wups and downs. But it is the offspring ol different
structural transformationé that moved the economy fTrom one
extreme in the fif{ties —-private sector’s domination- to another
extreme in the sixties -public sector’s domination- then trying
to move it again to somewhere in between these two extremes,
where the public and private .sectors may share the economic
activities more or less equally. Thus, the first question that we
shall address in this study is: what are the main features of

this economy in the eightieg?

*This paper is part of the study:__Adjustment and Eguitable
Growth; the Case of Eqvpt., .sponsored by the Organization for
Economic Cooperation and Development (OECD).

“Professor of Economics, Faculty of Commerce, El-nNzhar
University, Caira.
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The Egyptian é@conomy has been undergoing several structural
changes since the revolution of 1952, which Dvérthrew the king.
It was a completely market oriented econamy, where government
role was just the traditional one of defence, security keeping,
etc. The: - nationalization of the Suez Canal Company in 1956 was
the beginning of a new different period for Eagypt, not only
palitically, but economically as well. The Suez Canal
nationalization has been followed by the Egyptianization of banks
sind some businesses that were owned by foreigners. This 1is hDF
the government role in the econbmic activity started in Egypt.
However, the major structural change in- the direction of more
government participation in the economic life, took place after
tive Nationalization Acts in 1%961. According to those Acts, a
large public sector has heen created where the government took
control of a large part of +the economic activities in the
country, with the exception of agricul ture where the private
sectar continued to play the main role. Rent controls have heen
imposed, pr;ce controls and minimum wages introduced, a second
agricul tural laﬁd reform applied, tax system changed raising tax
rates on higher ;ncome levels to reach 0% on the annual income
of LE 10,000 and more. In short, laws and regulations have been

introduced to transform the <ociety to socialism, according to

nffical anncuncements™, where the govermment has the upper hand

Somz social scientists disagre=z with that on the basis that
the Egyptian economy bhas been transformed to a ‘state” economy
2nd ot to a "socialist’ one.
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offical announcements®, where the gaovernment has the upper hand
in the economic activities in general, with the responsibility
"of providing more equal opportunities and less econaomic and
social ine&u;lities among the individuals. This structure of the
economy , which is characterized. mainly by the relatively large

role of the government vis-a-vis the private sector in the non-

agricul tural activities, continued until the mid seventies.

After the (October War in 19273, changes started to occur, by
introducing the open door policy in the mid seventies. The main
crux of this poaicy may be pointed dut as encouraging the private
sector to play a larger role in the economic activities and open
the door widely for the emigration of the Egyptian labour to work
abroad, mainly in the Arab Gulf countries. This policy is still
prevailing, with the consequence of having a kind of mixed
economic structure, with the public sector still dominating the
non—agricultural activities, in terms of investment and output,
but with a growing role for the private sector encouraged by the
government. The present government policy encourages the private
sector by all possible means -e.g-, by tax exemptions, tariff
reductions, etc.-— to increase its relative share in the economic

activity.

*Some social scientists disagree with that on the basis that
the Egyptian economy has been transformed to a ‘state’ economy
and not to a “socialist” one.



This quick pace of economic transformations, all within a
period of less than fourty years, makes any adjustment process
not an easy task to do. This is because the present structure has

its social and economic inheritance from the different
transformation phases, which any policy package should consider;
and this implicates thg adjustment process because of the
camplexity of the system il has to deal with. For example, the
productivity in the public enterprises should be raised, but
without laying off the excess labour in those enterprises, since
strict labour legiélation that favour the employees, and almoast
pruhibits firing -except in "gsome limited cases— is one of the
economic inheritances from the socialist phase. Another example
is the general downward look, socially, aon the manual wark, which
is one social inheritance from the fifties —i.e2. in the market
oriented and c¢lass structure pha=ze- and which has not changed
during the socialist phase 1In the sixties, inspite of 1its
contradiction with it. ﬁcconéinqu, any.education policy directed
towards decreasing the number of university graduates, wﬁo are in
excess supply, and increasing the number of skilled workers, who
are in excess demand., will be opposed inspite of the seriou

proguccion and unemployment praoblems the Egvpitian economy is

facing
Foverty is one of the important features of the Lgyptian
0

economy , which has sericus implications, not only economically

=]

i

many of the other features have, but also socially and
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politically. But, inspite of the widespread of poverty in the
society, as will! be shown below, no serious attempt has been made
to identify who are the poor in Egypt. Thus, identifying the poor
in Egypt is the second guestion which we shall attempt to answer
in this study. p

Accordingly, this study will consist of three parts. The
first part is the introduction. The second part discusses the
main features of the Egyptian economy in the eighties; and the

third part includes the identification of the poor.

2-Main Features of the Economy in the Eightiess:

Looking at the present structure of the Egyptian economy,
one finds that agriculture plays & leading, though declining,
role in production and employment. As it is shown in Table 1,
from which all.the indicators in this section will be taken
unless otherwise stated, in 1986/87, agriculture produced 16.7%
of GDP and had 36;31 of the labour employed, as compared to a
relative share in GDP of 18.5% and in employment of 39.95% in
1981/8B2. The second most important commodity sector in terms of

both production and employment is industry. It produced 14.8% of
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GDP and has 14.4% of employment?, Petroleum is another important
commodity sector for the Egyptian economy, especially as foreign
exchange earner. Its relative share in GDP is almost the same as
manufacturing, and exceeding it slightly in some years. However,
the sector’'s employment capacity is very small as compared
to manufacturing because of the nature of its production which
needs highly capital intensive te:hniques’. Thus, these commodity
sectors produte together 46.3% of . the Gross Domestic Product and
émploy 20.7% of _the labour. On the other hand, the services
sectors —~transportation and communication, trade and finance, and
services— produce together 47.0% of the GDP and have 43.5% of
emplayment in 1984/87. 1t has been the trend in the Egyptian
economy for sometime that the relative share of the services
sectors in GDP is increasing, while the relative share of the
commodity sectors {excluding petroleum) is decreasing. This i=
particenlarly true for the two most  impartant commodity sectors,

agriculture and marnufacture.

Annther important featurs 3 + X, i= —fr ; -

vl e llll!:'.n' l::zldm-ln l-‘lt-:—\ﬂ'-.'l:!er :F(f IT!_:'E IEQIF";J‘GF 1SR e 1k = ke
distribution of emplovment betwesn public and private  zzchirs. Mhs
public sector employed about one third of the labour in Egypt. For

example, in 1982/83 and 1986/87, 37.2% and 34.4% of the employed

*In Table 1, mining ang petroleum are aggregeted wikh
industry regarding employment data, while mining 1is combined
with industry in the data on production. However, the mining and
petroleum shares in employment ar= relatively very small; and in
production; the mining share +4is trifie.

"

“Far example

, In 19873/84 the petroleum sector enplovesd 2705
thousand workers as compared to 14617.6 thpuzand workers erplos =4
in manufacturing; see Korayem Table C-12 im Gppendis C).




labour was in the public sector. This shows a significant rise in
public sector’'s employment as compared to ten years ago. In 1976, the
public sector’'s employment was 26.9% of total employment
(CAPMAS,1%976:Table 16,169-173). This increase in public sector’'s
employment cannot be taken as an indicator of a proportionate
increase in. the production share of the public sectsor in GDP,
because of the very loose relation between production and employment
in the public sector. There has been a lot of discussion in recent
years about the low productivity of labour in this sector, and how
can it be improved. This large increase 1in the public sector’'s
employment is attributed mainly tc the prevailing laws and
regulations that make the government responsible for providing a Jjob
to the graduates of the intermediate and university levels of
education ®. Whenever the economic conditions deteriorate and the
employment opportunities in the formal pr{véte sector, which pavys
generally higher wages, get tighter, the public sector becomes the
main supplier of jobs to the new comers in the labour market.

The largest share of the public sector’'s employment work in the
government vis—a-vis the public enterprises . The freedom given to
the public enterprises managers recently,helped in curbing the growth
in employment in those enterprises. About two thirds of the
employment in Eby;t are in the private sector. As can be seen from

Table 1, 65.6% of total employment in 1984&/87 are working in the

“This process af guaranteeing a job to the graduates has
been slowed down, though, in recent years by lengthening the job
waiting period of the graduates to four years and more.

“In 19B6/87, for example, 72% of the public scsector’'s
emplovees worked in governmenit virsus ZBZA in public enterprises
{calculated from Table B-2 in Appendi» B).
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private sector, with more than half of them working in agriculture.

The public sector’s invest&ent is about two thirds and. more aof
total investment on the national level; it represents &6.9% of
national investment in 1986/87 as campared to 33.1%Z for the private
sector. The fact that the public sector has one third of total
employment as compared to two thirds in the private sector, while
having two thirds of national investment as compared to one third in
the private sector, 1is attributed to the nature of the economic
activities, ﬂh;t the public sector is engaged in, which requires
msinly capital-intensive techniques; e.qg. petroluem, public

utilities, manufacture, etc.

The GUF growth rate has slowed down during the eighties,
reflecting the economic «crisis Egypt is facing. The annual real
growth rate fell from 9.9% in 1982/B3 to 4.2%4 in 198&/87; i.e. it
fell to more than'half its level over a four year period. The income
par capita has increased from LE 553.0 in 19BZ/83 to LE 851.4 in
1986/87. However, if-we take inflation into consideration, one finds
that the income per capita in real terms remains almost at the same
level in  1986/87 as : ikiwas sdn 1982/83. .The: income:, per. capita in

constant 1981/B2 prices is LE 518.2 in 198&6/87 as compared to LE

S911.46 in 198B2Z/83.

Prices of many goods and services in Egypt are subject to price

=
i

contraols, and some of them are heavily subsidized. However, th

system 1s changing gradually in response to the IMFE policy
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recommendations and according to the austerity program applied by the
Egyptian government along the IMF line. An example of the subsidized
commodities and services are the basic food commodities and
education; the latter is provided freé of charge. In spite of the
price controls, the consumer price index rose by 253% in 1984/87,
according to the official data. The official consumer price—index
data underecstimate the actual rate of inflation prevailing in Egypt,
because it is based on an outdated basket of commodities —-taken from
the Households Budget Survey of 1%964/63- which 1is also heavily

weighted in favour of commodities with controlled prices.

Looking at the balance of payments, one finds that the commodity
balance of trade has been suffering from a chronic deficit during the
last twenty vears, with the exception of 1969 and 1973, and with a
large jump in this deficit starting 197% (Korayem, 1990: Table C-17
in Appendic C). However, until midrseventies, the trade deficilt has
been compensated for by sufticient amounts of positive net factor
services income, leading to a surplus in the current account balance
in all the years, except in 1966 and 19467. This trend has been
reversed starting mid-seventies, tuwrning the surplus in the current
account balance into a deficit in all the vears, except in 1979 and
1980, inspite of the workers’ remrgtancee from abroad that started to
fiow into the country at about the mid--seventies (Korayem; 1990:
Table C-17 in Appendix C). The deficit in the current account reached
UsS % two billions in 1986/87 {see Table 1). This significant
deterioration in the current account balance from the mid-seventies

ard until now is attributed to threes main factorss: the jump in world
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prices, the lax of the Egvptian government to control and manage the
foreign exchange earnings of the country, and the official
devaluation of the Egyptian pound. The last two factors seem to be

part of the open-door leicy_as conceived and applied by the Egyptian

government.

Looking at the gxports and imports structure, it is found that
Egypt's exports consist mainly of primary commodities, petrolsum and
agricul tural commodities (mainly cotton Fint). These primary
commodities represented B7% and 83%.4% of total export in 19BZ/B3 and
19B85/86 respectively, and then fell Sharp]y'lo &7%4 of total export in
1986/87, because of the sharp decrease in petroleum prices on the
warld market and the consequent restriction in its production.
Regarding the structure of Egyptian imports, about one fourth of the

total are imported consumer goods, mainly food products.

Until March 1987, the foreign exchange transactions in Egypt were
divided into {hFee pools: the Central Bank pool, the commercial
banks’ pool and the free—-market, which is also referred ro as the
black market; the first two pools are the aofficial exchange rate
markets. The Central Bank pool handles the export revenues of
petroleum, cotton, rice, and Suez Canal dues, and the import payments
of five essential foodstuffs (wheat, wheat flour, edible o0il, tea and
sugar), insecticides and fertilizers and most public sector capital
transactions. Up to May 1987, the commercial bank=s pool recelved

revnues of workers remittances, tourism, and exports not going

through the Central Bank peool, and provided foreign exchange for
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public sector payments not covered by the Central Bank pool.

The three markets operated under different exchange rates, with
the highest exchange rate for the Egyptian pound in the Central Bank
poal at LE 0.7 per US $ and the lowest rate in the free market. The
éxchange rate inrthe commercial banks pool was subject to to several

devaluations; it changed from LE 0.84 per US % in 1981 to LE 1.36 per

Us % in July 1986. On May 11, 1987, a new bank foreign exchange

market was introduced adding a third official market, with the
purpose of setting the exchange rate at a level reflecting the
cutside—-banks’ market; i.e. setting a rate comparable to the free

market rate. In opening the market, the authorities set the initial
exchange rate at LE 2.165 per US $, which was slightly higher than
the free—market rate prevailing at that time. On March 1988, the
commercial bank pool wés closed after most of its tramsactions were
transferresd to the new market, ending up again with two official
exchange rate markets: the Central Bank pool! and the new bank foreign

exchange market.

Egypt is bheavily indebted, with a foreign debt reaching 40.4
billions US dallars in 1986/87, which amounts to 12&4.6% of the GDP.
The foreign debt service obligations, after rescheduling, is U3 % 2.5
billion in 1%846/87, which amounts to 2C.5% of Egypt ' s current receipt
of foreign exchange (excluding official transfers) and 7.7% of the

GDP. Egypt's main  sources. of foreign exchange are workers

remittances, petroleum exports, and Suez Canal dues.
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tooking at the social indicators in Table 1, one fiﬁds that more
tharn Hhalf of Egyptian population -who are presently about 52
millions— ar living in the rural sectar. The ratio of the rural
population to  total population, whieh is 36.1% in 1986, has been
almost constant over the last decade; it was 56% 1in 19746, in the
rural sector, only 37.8% of the dwellings have access to safe water
and &67.1% of them have access to electricity. Regarding the education
level o1 the population, according to the 1986 Census data, 49.4% are

11liteyate. 24.4% can just read and write, 21.8% have education lesss

than university level, and 4.4% have education at the universitly
1 =1 and un This shows only a slight improvement from the situation
ten s ago, ises 1milFrb.

Mo witircial data on income distribution are available. Estimates

of income di=tribution of urbanmn and rural households have been made,

based an Lhe -onsumption expenditures in the two latest Households
Budget Surveys in 1974/75 and 1981/82°% As shown in Table 1, the
income distribution is highly skewed against the poor strata in  the
sogcieity. The l1owest two deciles ;f the urbaH households receive &.1%
and 7,47 ot ithe {disposable incame in the urban sector in 1974/795 and
1981797 respectively, while the lowest two deciles in the rural
sector recelivied A.074 and 7.46% of the sector s income in the twn
mentlioned vyears. The income distribution in the rural sector is
slightly bett=r, though, than in the urban sector, judging by the
income zhare of the lowest and the highest deciles in the two

“"Far the details on the incowme distribution estimates in
1974775, see Korayvem (1984), and for the estimates in 1981/872,
see Koravem (19B7).
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secotrs, and by the Gini index (see Table 1). Although the income
shares of the lowest t;D deciles of urban and rural households have
not increased much during 1974/73 and 1981/82, there has been a
gsignificant improvement in the overall income distribution pattern
during that period. Two indicators may be used in this regard:

First,the sectoral income’'s share of ph; households in the upper
decile in the rural and urban sectors is falling in 1981/B2, compared
tp 1274yFB: 1t  fell from 31.9% of the rural sector’'s income in
1974/75, to 23.0%4 in 1981/B2, and from 32.9%4 of the urban sector’'s
income in 1975/76 to 25.9%Z in 1981/82. There has been, also, an
increase in the income share of all the rest of the urban and rural
households, with those falling in the low middle deciles benefitting

-

the most (KDra;em, 1?87: 41, Table 1-1).

Second, there has been a significant fall in the Gini index in
the two sectors, over the period under consideration. In the urban
sector, the Gini index fell from 0.40 in 1974/73, to 0.32 in 1981/82;
while 1in the rural sector it fell from 0.39 to 0.29, indicating
relatively more improvement in the income distribution in  this
sector, compared t; the urban sector.r This sharp drop in the Gini

index over such a short period of time4g is guite surprising, and is

attributed most probably, to two main factors:

The first Tactor is the distrortion that may have occurred in the
income distribution estimates in 1981/82, due to the underestimation

of the consumplion data in the 1281/8BZ Households Survey (Korayem,
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1987: 22-23, 43).

L]
-i

The second factor is the structural changes that took place i1in
the Egyptian economy 1in the last ten years, i.e. after applying the
bpen door policy in 1974, One may point out the two main features of
this policy, as encouraging the private sector by different measures
ta inerease its role in the economy, and opening the door for the
Egyptian labour to work abroad. We believe that this open—door policy
should have had éignificant impact on income distribution in the
Egyptian economy,; maiply through the second feature. For example, 1in
a study on the economic impact of labour emigration on the rural
sector in Egyptl, it has been found that labour remittances from
abroad increased the average disposable income in the rural sector by
nearly 68.9%9%, and 47.6% in 1980, and 1984/83, compared to 2.1% in

1975, and 0.2% in 1970 (Korayem, 1986).

Finally, looking at the spread of poverty 1in the Egyptian
society, one finds that the level is quite high as shown in Table 1.
However, there bave been some improvements in  the eighties as
compared to the seventies, although this trend seems to be reversing
again in the eighties, judaing by the increase in the number of poor
households in 1584 as compared to 17B1/8BZ. As shown in Table 1, the
percentage of poor households inn the rural seclor decreased from
30.9% in 1974/75 to 43.0% in 1581/872, then increaserd to 47.2%4 in
1984. For urhbhan households, where ezstimates are available for 1981/82

and 1984 only, the percentage of poor households increased from 44.47%

to 51.1% in the two mentioned year's.



15

Table 1

Selected Econcmic and Social Indicators
of the Egyptian Economy
(1982/83 —~ 198G/87)

1982/632 1985/86 1986/871

Annual Real Growth Rates: (in Percentage)

GDP ; 9.9 1.8 4.2
Agriculture | (4.0) (3.3) (2.9)
Industry and iining (22.2) {(7.4) (7=3)
Patroleun : . (15.9) (1-0) (-2.1)
Transportaticn, Commi- (27.5) (6.2) (6.1)
nication, & Siorage
Bl isd P Paaneed (rs-=msd (453 t4.0)
Services Sectors® {6.7) (7.4) (8.2)

Shares in GDP:

Agriculture 18,520 16.9 16.7
Industxy and Mining 13.6 14.3 14.2
Petroleum 14.0 14.7 14.8
Transportation, Comm, 7.2 7.6 7.1
nication & Storage? '

Trade and Finance 19.5 19.0 19.1
Services Ssctors® - 18.6 19.4 20.1

Investment:. Consurption & Savirg Ratios:

Gross urvestment/CDP ratio 26.2 20.6 1.5
Private consumpticn/GDP ratio 65.0 70.4 77.8
Govermment consumtion/GDP ratio  16.8 17.6 14.4
Gross domestic savings/GDP ratio  18.2 12.0 7.8
Shares in Total Gross Fixed Investments:
Ablic 77:5 73.3 66.9
Private 22.% 26.7 330

Govermment Financss (Annuval Changes) :5 {Pzrcentege Charge Per Year)

Total revenue 15 o - 5T -2.0
Tax revenues (15.0) (10.1) {(4.3)

Total experxliture 14.2 13.8 =50
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Table 1 (cont'd)

1982/83 1985/86

Govermment Finances (as percent of GDP): (Percent of GDP)

Total revenue 39.3 35.5
Tax reverue (21.0) (18.1)

Total Expenditure 58.5 58.3
wages & salaries® (8.9) (9.6)
subsidies (9.4) (7.7}
investment & net capital (Edar ] (22.3)
transfers

overall Budget Deficit 19.1 22.87

Financing Sources of Budget Deficit (in percentage):

Foreign Borrowing (net) i8R 20.3

Domestic Borrowirxg Bl1.9 79.7
fram banking system (42.1) A (32.4)
from non-banks (39.8) (47.3)

(In Billions of U.S. Dollars)

Trade BRalance : -5.5 -6
Exports (f.o.b.) 3.8 3
Petroleum (% of Export) (69.6) {7
Primary Products® (17.4) (14.

{% of export)
Semi-finished products? (6.5) (6.
(% of export)
Finished Products (6.5) (8.
(% of export)
Tmport (c.i.f.) -9.0 -9
Fuel (% of import) (3.6) (3.
Primary commoditieslO (11.2) (10.

(% of import)

Intermediate commodities (32.8) {39.

(¥ of import)

Capital camcditiest? (27.6) (23.

(% of import)

Consumer c:c:rnrnodi_tie_f_:;12 {25.0) (22.

{% of import)

i3

5

0)
6)

5)

0)

2,

4)
6)

8)
4)

8)

1986/871

28.2
(15.5)

45.3
(8-3)

(5.2)
(15.3)

ALyl

(47.9)
(32.9)

2.6
(46.9)
(20.0)
(18.4)
(14.7)
-7.8

(2.4)
(10.6)
(39.6)
(24.7)

(22.7)
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Table 1 (cont'd)
1982/83 1985/86 1986/871

(In Billions of U.S. Dollars)

Services (Net) 0.5 -0.7 -0.6
Receipts 4.0 3.7 4.2
Tourism (% of receipts) (7.7) (8.6) {9.0)
Suez Canal dues ' (24.2) (27.5) (27.6)
(% of receipts)
Investment income (25.7) (24.4) (19.0)
(% of receipts)
Payments -3.5 -4.4 -4.8
Investment income (50.9) (53.1) (57.8)
(% of payments)
Workers remittances 3.2 3.0 2.8
Official transfers ' 0.8 1.2 1.0
Current account balance -1.0. =2.8 -2.0
Current account balance -1.8 -4.0 -3.0
(excluding official transfers)
External debt ocutstanding 27.6 37.7 40.4
External debt service 3.2 4.8 2.543
cbligations:
amortizationl4 (1.6) (2.6) (1.3)
interest {1.6) {2.2) {1.2)

(As Percent of Current Receipt)l5

Main Foreign Exchange Sources,
as percent of cuarrent receipt:

Petroleum export 23.1 20.2 9.8
Workers remittances 29.6 30.3 : 23.0
Suez Canal dues B 10.1 9.0
Toarism 2.8 3.0 33
Irwvestment income 9.3 9.1 6.6
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Table 1 (cont'd)
1982/83 1985/86 1986/871
(As Percent of Current Receipt)l®

External debt service
obligations (% of current

receipt) 29.6 48.5 20.5
Amortizationl4 (14.8) (26.3) (10.7)
Interest (14.8) (22.2) (9.8)

(As Percent of GDP)16

Trade Deficitl? 18.6 14.7 16.1
CQurrent account deficit 6.1 9.3 = P
(excluding official transfers)1?
Current account deficit 3.4 6.5 6.2
(including official transfers)
External debt cutstandingl? 93.5 88.0 124.6
External debt service obligationsl710.8 11.2 7.713
amortizationl4 (5.4) (6.1) (4.0)13
Interest . (5.4) (5.1) (3.7)13

(In Millions of Egyptian Pounds)

GDP (at current prices) 24802 36039 44052

@VP (at current prices) 25302 38046 43202

@& (at 1981/82 constant prices) 23408 25689 26292

Population (in thousands) 45755 | 49609 50740

Population annual growth rate 2.8 2.3 )
(in percentage) -

(In Egyptian Pounds)

Incame per capita 553.0 766.9 851.4
(at current prices)

Incane per capita 511.6 517.8 518.2
(at 1981/82 constant prices)
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Table 1 (cont'd)

1982/83 1985/86 1986/871
The exchange rate of U.S.51 0.8418 0.8418 1.361°
(In Egyptian pounds)
Consumer price index 422.1 663.1 829.7
for urban population ‘
(1966/67 = 100)
hnnmual charge of the consumer 18.6 16.9 25.1
price index (%)
Wholesale price index 403.9 570.3 636.9
(1965/66 = 100)
Annual change of the vholesale 21.7 18.6 11.7
price index (%)
Exmmployment Distribution. (In Percent of Total Employment)
by Economic Activity:
Agriculture 39.520 -— 36.3
Industry, Mining & Petroleum 13,720 — 14.4
Transportation, Commmnicaticn 4,520 — 4.5
& Storage
Trade & Finance 10.020 -— 103
Services Sectors® .35.3%0 — 28.9
By Public & Private Sectors:
Public Sector's Employment 32.3 — 34.4
Private Sector's Employment 67.7 —_ 65.6
1976 1986
Unemployment Rate 7.7% 14.7%
Population Distribution
Uriban Sector 43.8% 43.9%

Rural Sector 56.2% 56.1%
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Table 1 (cont'd)

1974/75 1881/82

Income Distribution

Percent of private income received:

by highest decile of urban households 2
by highest decile of rural households 1
by lowest quantile of urban households 6.
by lowest quantile of rural households 6

_ Ginl Index for:

Urban households 0.40 0.32
Fural households - . 0.39 0.29

Poverty 1974/75 1981/82 1984
Percentage of the poor households

in urban sector —_ 44.4 51.1
in rural sector 50.9 43.0 47.2
on tha national level — 43.7 49.1

Education k 1976 1986

Percentage of the popuiation
of age 10 yrs. and more at the
educational level

illiterates

read & write

less than university level

university level and post-
graduate

= 8N
WY
4 &

N OO N
BB
Y
IS TN

Access to safe water in the Rural Sector 1986

Percentage of dwellings 37.8

Access to Electricity in the Rural Sector 1986

Percentage of dwellings 67.1
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Sources and Notes to Table 1:

1. Provisional Actuals. i
20 Excluding Suez Canal.
3y Weighted average of the annual growth rates of trade sector and

finance sector.
4. Includes housing, tourism and others.
3. Includes in expenditure, assumptions by the Government of

General Authority for Supply Commeodities (GASC) deficits and bank
credit to GASC.

6. Excludes Defense.

g Expenditures and the overall deficit excludes LE 0.6 billion on
assumptions by the government of debts of nonfinancial enterprises.
Other financing is also adjusted to exclude this amount. The

deficit on a cash basis is LE B.8 billion (24.5 percent of GDP).
8. Consists mostly of cotton lint.

2. Consists mostly of cotton yarn and waste.
10. Wheat represents about 55% of the imported primary commodities.
If we add to it maize, the ratio reaches about 70%U-73% of the
primary commodities import.

1. Includes parts.

12 The majority of it (about B5%) is non—durable consumer goods,
mainly food products.

13. After rescheduling.
14, Medium—- and long-term public and publicly guaranteed debt only.

4 i P Current receipts consists of exports, services receipts and
workers remittances; it includes official transfers.

16. At current prices.

L The exchange rate used for conversion to Egyptian pounds are
the official exchange rates as included in this Table.

18. This 1is the official excharnoe rate in  the commercial b
pool., which started August 1, 1581 and continued until Jul- 1
A special premium rate has hbheen introdured in April 1583 to att
workers’™ remittances and successively larger transactions have been
-affected by this premium rate (which was about LE 1.3&6 per U
dollar}, but the official exchange rate in the commercial banks
pool was not affected until July 1%RA. See IMF (198B:46).
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19. In July 19846, the official rate was abolished and the premium
rate was renamed the autheorized bank rate and applied in the
commercial banks pool. See: IMF (1988B:456-47).

20. For the year 1981/82.

Source: Taken, and/or calculated, from: IMF (1988B), Table 1n pp.
v & vi, Table 2 {(p. 17), Table 4 (p. 38), Table 5 (p.- 43},
Table & (p. 45), Table 7 (p. 31), Table B (p. 52), Table %
{p. 53), Table 10 (p. 54), Table 11 (p. 55), Table 12 (p.
S56), Table 40 (p. 8B4), Tabhle 58 (p. 102), Table &1 (p.
105), and pp. 46-47; CAPMAS (1976), Table 4 (pp.- ?7-108};
CAPMAS (19B7), 16, 44-47, 85; Korayem (1987), Table 1-1
(p. 41}, Table 1-21 (p. 46); and Central Bank of Egypt
(unpublished data).
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3— The Identification of the Poor in Egypt:

In a previous study, the incaome poverty line and the number of
poor households in urban and rural Egypt have been estimated for
1981/82 and 1984 (Kaorayem, 1987). These estimates have beeﬁ arrived
at by estimating, first, the minimum food expenditure that ensures
a safe level of protein and calorie intake for the average urhan
and rural household, using detailed diets® components, and taking
into consideration the age and sex structures of those households;
ana second, the non—-food expendiFUres have been estimated to arrive
at total household's expenditure at poverty line. "~ Having
household’'s total expenditure at poverty line, and having also
income distribution estimates, the household's income at poverty
line is then determined. This is the estimated level of income that
corresponds to the level of hDUS;hold's expenditure at the poverty
line. The income poverty line for Egypt 1is estimated to be LE
2197.0 Afor . th% urban household and LE 1645.0 for the rural
household at 1984’. The area which remained unexplored, so far is
the identification of those poor; i.e. who are the poor groups in

Egypt?

o

It should be noted that in this study {Korayem, 1987),
expenditure poverty line and income poverty line have been
estimated twice. One time by using the official prices in the
estimation of the cost of foad -and this is referred to as case
f- and a second time by raising those prices by 20%, which is
case B estimate. Case B is more realistic, since it is very
difficult —if not impossible~ for anyone to get all what he needs
at the low official prices in Egypt. Thus, case B estimate of the
expenditure poverty line is the one that is used as the poverty
criteria throughout this study.
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To identify the poor groups in Egypt is not an easy task. No
national survey iz carried out which includes data on income or
expenditure together with job characteristics of the households.
The Households Budget Survey —-the latest carried out in 1981/82-
intludes detai}ed items of households expenditures but without any
clue to the Jjob specification of those households. On the other
side, the'PopulatiDn Census includes data on the job specification
of the population, but nofhing on their incomes or expenditures.
Thus, these two primary sources for the data on households and the

population in Egypt will not help us in our job of identifying the

poverty goups.

With the nonavailability of appropriate survey data on the poor
groups in kEgypt, we are left with no choice but to wuse guiding
criteria to define those groups, mainly gualitatively, with some
quantitative test, though, to make sure that our identification
does not shoot off reality, size;ise. Two common approaches may be
painted out in this FEgar&° . The first is to define the poor as
those falling within certain socio—economic groups (e.g. the public
sector’'s employees, the landless agricul tural labour, etc.}. The
second approach is to define the poor as those groups who have
certain chqracteristics that are specifically prevailing at low
income levels (e.g. those who have high staple }ood consumption
ratio in their food budget, or . those who are living in certain

geographic areas or in poor housing conditions, etc.).

*® gee, for example, the two empirical studies on defining

the poor groups in some developing countries in Heller & others
(1988), and Glewwe and Tray (1988).



25

Each of the two approaches has its shortcomings and
iimitations. The main shortcoming of the definition of poverty
depending on the socio—-economic classification of the households is
the diversity that exists within any socio~economic group'® . This
means that any policy that aims to target the poor groups on the
basis of the socio—-economic classification will end up aiding many
nonpoor and excluding a substantial number of the poor. However,
the main advantage of this approach is its epasiness 1n application
(since 1t 1is not much data demanding), in addition to making
comparibility across different countries feasible. Regarding the
second approach, which is defining the poor by specific
characteristics, itv is relatively.more data demanding as compared
to the first one, since you should have sufficient information and
data to specify poverty characterists. Besides, it is difficult to
apply to societies which are at transition stage, since things will
be largely mixed up so that no clear-cut line can be drawn between
pure chracteristics of the poor and the non—-poor. For example, in
Egypt, which gives a good Examplelof those types of societies, and
which is our concern in thig study, we find housebolds Living in
poor areas geographically, but at the same time their current

income exceeds the income poverty line if, generally speaking, the

breadwinner of the family is a skilled worker (e.g. plumber,
carpenter, etc.). However, many of them canmnnot afford to move to
** For example, in a study on Cote d Ivoir, which divided

the population into five socio-economic groups, it was found that
about three fourths of the variation in consumption occurs within
the groups and only one guarter between them; see Glewwe and Tray
(1988, 32-34).



better houses because of the high key money ' involved in renting a
new apartement; or they may even be unwilling to change the
residential area —even if they can afford to~ since they would feel
alien and insecure in other relatively well-to-do neighborhoods. On
the other hand, you -can find thouseholds living 1in gocod housing
conditions and in good resident?él areas, and hence they cannot be
classified as poor given this legitimate. poverty criterioh, but
their incomes are actually below the poverty line if there 1is only
one breadwinner in the family, and this breadwinner is on pension
or is a middle ranking government employee. The substantial rent
decrease that took place in Egypt in 1961 due to the
Nationalization Acts; and freezing the rents at those low levels
afterwards, makes this picture of low income families living in
.
good housing é%d affluent residential areas, guite common in Egypt.
Education is another example that can be given in the case of Egyptl
to show the difficulty imvolved in resorting to commonly used
characteristics criteria to identify the poor groups. With the free
education at all levels and the very loose 1linkage between the
level of education and the esarning capacity of the individual*® ,

one cannot use education as a benchmark characteristic to

differentiate between the poor and the non-poor 1in the society.

**The key money is a Jlarge sum of money that is paid in
advance by the new rentier to the old one and\or to the
apartment’'s ocwner, to be able to rent the apartment. In many
‘cases, this sum of money is not deductable from the future rent.
But in some cases, all or part of the key money, will be deducted
from the fubture rent; i.e. the rent will be reduced 13r a certain
period of time, until the advanced payment of the key—monsy is

covered.

*3 For example, an illiterate plumber can earn more than a

university professor.



27
Given this sityation in Egypt, we find 1t difficult to think of
certain characteristics, on which data are available, that are
largely associated with the poor only. Consequently, we prefer not
to resort to this approach in identifying the poor in the Egyptian

society.

To define the poor groups in Egypt, given the relative scarcity
of data as mentioned before, we find that the SOClLo—-economic
classification is the_ most appropriate to use? . However, to
decrease the disadvantage of this approach -which 1is mainly its
broadness that allows wide diversities within the groups— more
specification of the pouor within each socio~economic group will be
attemped, gulided by whatever scattered data we find. Moreover, to
differentiate between the poor and {he non—-poor within the socio-

ecaonomic group, a quantitative criteria will be applied; this 1s

the income povery line.

The hDQEEhold's income poverty line will be wused to
differentiate between the "poor’ and the "non-poor’” income earners
within each group. The ‘poor’ will be the ones whose earned income
is equal to or less than the income poverty iine. Thus, in the

socio-economiC group, where the diversity in earnings within the

T4

In a study that examines the impact of the I1H1F
stabilization policies on the economy, the Egyptian society has
been divided into four socio-economic groups, and the impact of
these policies on each has been roughly attempted. These socio—

econamic groups are: wage labgur, the peasantry, the public
.sector business, and the private sector business, However, the
‘poor  groups’ have not been identified, nor specificalls

addressed within the presented socio-=conomic classification: cee
Abdel-Khalek (1987, 20-22).
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group 1is highly plausible (e.g. the public sector’'s employees, the
labour in the informal sector, etc.), we shall attempt to define
the sub—-groups with relatively high probability that their earnings
will not exceed the poverty line income; and those will be the ones

who will be defined as “"poor’ income eparners.

To adjust the ecstimates to the fact that one household may have
more than one income earner, which means that the poor households
are less in number than poor income earners, the defined number of
poor incoms earners will be adjusted down Ly the ratio of the total
labour force to the total number of households on the national
Ievel. This ratio will give us, on  average, the percentage of
households who are supperted by one breadwinner only.

Looking at the two main sources of inqéme, property and labour,
it is reasonable to assume that the majority of the property income
receivers are living above the poverty line and are excluded, then,
from our poverty groups classification. Two exceptions are worth
noting here: the absentee small landowners and the rent receivers
of old building (apartments and/or shops). However, a good part of
?ach of these two groups is expected to be part of the working
lébour force'bn; receive labour income as well, which probably may
raise their total income above the poverty level. The Tact that
they have property —whether inherited or bought— means in most of
the cases that they —or their Tamilies— were relatively well off
in the past which would have given them a relatively better chance

than their counterparts in getting good education, gocod job, etc.,
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and consequently it 1is expected that they enjoy at present a
relatively good standard of Iiving. Only }f the property income
receivers 1in these two socio—-economic groups have no other émurces
of income —with the exception of receiving small pension or alike-
they will be living at the poverty line or below 1t. 1In other
words, identifying these two socio-economiCc groups as poor should
be associated with a qualification that the property income
receivers do not recive income from labour. Some personal
qualifications of the household’'s breadwinner can be helpful in
i
defining the relative size of poverty within these two socio-—-
economic groups, like he {(or she)rbeing old, or disable to work, or
if the household is headed by a non-educated single female, etc.
However, the lack of data on the personal qualifications of the
bread winners 1in any socio-economic group does not make that
possible. Accordingly, it is difficult for uwus to tell how
significant 1is the number of poor 1in these two socio—-economic

groups to substantiate including them among our definition of the

poverty groups in Egypt.

Labour is the sole source of income for the majority of the
poor, as we know. To define poor groups among labour income
Frecelvers, who will be called income earners throughout the study,
we shall disaggregate the Egvptian labour force into seven socio-

economic groups under three main categories, as presented in Figure

i

158 The first category consists of the currently not employed
labour, which includes two socio-economic groups: the unemploved

(who are potential income earners), and the persioners and social
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security receivers. The second category consists of the currently
employed in the public sector; it includes one sgcip—economic
group: the employees in the government and public enterprises. The
third category includes the currently employed in the private

sector. This categdry consists of four socio—-economic groups. Two

in the agricultural

Figure 1
Labor Force Classification
by Socio-Economic Group

Labor Force

St et

I. Currently 11. Currently Employed I11. Currently
Not Employed in Public Sector Employed in

Frivate Sector

2=

»

1. Unemployed 3. Government In Agricul- In Non-
2. Pensioners & & Public tural Agricul-
Social Security Enterprises Activity tural
Receivers : Employees Activities
4. Landless &. Formal
Labaor Sector
4

3. Agricultural 7.Informal
Land Holder Sector

activity: the agricultural land holder, and the agricultural
landiess labour. The other two socio-sconomic groups are mainly in
non—agricul tural activities; the {ﬁrmnl market employment, and the
informal market employment. Given . this socio-economic
classification of the labour force in Eaypt, and given the relative
scarcity of data 1in this area, we tried to specify as much as we

could, the border of poverty within esch of these seven defined



31
socio-economic groups'” . Appendix A includes the details of these

specifications.

Table 2 gives a summary of the poor income earners in Egypt as
identified in Appendix A. As .Showa in Table 2, the total number of
workers whose incomes are equal to the income poverty line 6r less,
are estimated roughly as 11,832,544 workers in 1986. This does not
indicate, however, the size of poverty in Egypt in terms of number
of bhouseholds living at the poverty line or below it. This is
because some households have more than one breadwinner, which means
having more than ome income te live on. To get a rough EStiTatE of
the number of households who are living an one income only, the
ratio of total labour force to total number of households in 1286
should be calculated; this has been found to be L.4*°. This means
that, roughly speaking, three in five housedolds afe living on two
incomes (i.e. having two members in the household as income
earners) . In other words, two fifths of the housebolds in Egypt
have only one; breadwinner in the family (i.e. are living on one

intome). Accordingly, one may say, roughly, that two fifths of the

»*0ur identification of the psosor income receivers excludes
the income transfers that may bhe received by any of them, whebther
these 1income transfers are coming from within Egypt or from
abroad.

*The number of households on the national level is
7,718,663 (CAPMAS, 198&: 69, ftable 12). Thus, the ratio is equal
to: total labor force (1:2,%4%,243)/no. of hou=zsholds

(9,718,663)=1.4.



Table 2

The Ppor Groups in Egypt

by Socio-Economic Classification,

in 1986

Poor Income Earners

‘|Socio-Economic Group 7 in the Group
Number Percentage
TUnemplioyed 1429956 100.0
Pensioners and Social Security
Receivers:
a) Pensioners (all the group) 143926 100.0
b) Social Security Receivers 20217 100.0
tall the group)
Public Sector Employment 4235762 90.0%
{at the second grade level and below)
Agricultural tLandless Labor 1637805 100.0
Holders of 3 feddans and less 2623000 100.¢
Private Informal Sector s Employment B7&6068 7Q0.0
Private Formal Sector's Employment BR458B10 40,0
Total E‘ia-f—ﬁﬁT?_Ilgiiézz_ﬁ

X Represents 90% of the public sector

levels.

Source: Appendix A.

‘s employees 1in all

grade
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estimated number of poor income earners are the sole finmancial
supporters of their households, while the other three fifths are
members of households who have two income earners. Assuming that
all the households with two income earners have aggregate total
income above paverty line -even if the income of each of the two
breadwinners is below poverty incame *7— then the poor households
will be identified as those households which have only one 1ncome
earner, and whose income 1is equal to or below the income poverty
line. Consequently, the number of poor households in Egypt will be

about two fifths of the " poor’ labour force. This amounts to
4,733,018 hDUSEthd51 répresenting 48 .74 of the taotal number of

households in Egypt in 1986.

To test the relative credibility of this estimate of the extent
of poverty in Egypt, which implies, also, testing how close to
reality are the assumptions made to define the number of '~ poor’

income earners in the different socio-economic groups guided by the

income poverty line, let’'s compare our estimate here with the
paverty estimate in a previous study where  the income poverty line
has been estimated (Korayem, 1987: 22-48). 1n this previous study,
the number of 'poor’ households has been westimated using the income
poverty line and the income distribution estimates. Accordingly, it

has been found that 494 of the households on the national level

L7 - L ’
Although this is not alwavs true —especially in he cace
of pensioners and social secsurity receivers— Al e TR e T e S
assumption that holds for many cases, we believe.
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were living at the income poverty line or below it in 1984'° . This

is gquite close to the poverty estimate in this study (48.7%).

Two comments should be made regarding our definition of the

poor groups in Egypt by socio-economic classification.

First, it should be made clear that what we care for here is
mainly to identify the poor groups in Egypt, and not to provide a
numerical estimate of the number of poor households, nor the extent
of poverty, since this has been done already in & previous study
using more conventional and straightforward method for the purpose
(Koravem, 1987). However, we cared to compare the two estimates of
poverty bECBUSEd the scarcity of data available forced us to make
several assumptions to be able to identify the poor subgroups
within the socio-economic groups. 1In this case, there is a danger
thqt these assumpions produce estimates that look quite allright on
disaggregated basis, but the total outcome will shoot off reality
when the different estimates are put together to form one picture.
This is why we cared to spell out our assumptions and determine the
number of poor in each group expilicitly and then add them together

to test the relative credibility of the whole picture.

'®*This is case B estimate in the study Korayem (1967), which
has higher credibility as compared to case A, which estimated the
number of poor households as 347 of total number of householids.
Case A used official prices for food cost estimate, while case B
raised the official prices by Z20%, which is more realistic, given
the commadities distribution system in Egypt.
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Second, it might be argued thét many Dflthose low wage earners
have a second job,; which may give higher "income than the primary
Jjob (Abdel-Fadil, 1987), and hence they are not actually living at
the poverty line. This is guite true, although there 1s no way to
tell -because of the lack of data- how spread is this second job
phenomenon in Egypt. Two factors pull in different directions with
respect to any general expectation that may be made in this regard.
The first factor, —-which raises expectations with respect to the

i

second Jjob phenomenon- 1s the relatively low real wages fTor the
majority of the labour force, which are due to low labour income
and high inflation rate. The second factor, which curbs any high
expectations in this regard- is the tight Jjob opportunities and the
high unemployment rate prevailing in the Egyptian economy. Even if

we take the second job incaome into rconsideration, we argue that

those households whose breadwinner(s) works excessive hours a day

are living, actually, in what we name ‘disguised’ poverty. This
‘disquised’ Torm of poverty should not be less important to the
society, and especially to the policy makers, than the quite known

‘open’ form of poverty. This is because evervyone is supposesd to be
entitled to earn sufficient income Fo meet his family's basic
needs, by Just working the ordinary number of hours per day. In
other words, the number of hours worked should be taken into
consideration when we define who are the "poor’ in the society, and
not only the level of income earned disregarding the number of
working hours inveolved. Thus, any policy measures that are designed
to target the poor groups in the society should take into account

the households whose members are working excessively to meet the
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family ' 5 necessicities. We believe that those households should be

counted as ‘poor”’ although their poverty is ‘disguised’ by the
level of income earned. Accordingly, to measure poverty in  any
society ~in its 'disguised'.as well as "apen’ forms—- earning per
hour of the household’'s working member (=), and not aggregate income

of the household, should be the criteria to use to differentiate
between the poor and the non-pocr. If we accept this "disguised’
poverty concept, which should be the case 1if the welfare of the

society is what we opt for, then the second job earming will not

affect our identification of the poor groups in Egypt.
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APPENDIX A

THE DETAILED SPECIFICATION OF THE POGR GROUPS IN EGYPT

To estimate the poor groups in Egypt, the labour force has
been disaggregated into seven socio-economic classifications as
shown in Figure 1 in the text. These are the unemployed, the
pensioners and the social security receivers, the government and
public enterprises employees, the landless labour, the agricultural
land holders, the emplmyées in the formal sector, and the labour

in the informal seclor.

tooking at the first socio-economic group —the unemployved-

no qualifications are needed to define them as poor. Although they
are potential income earners —with high income earnings
expectations to some of them—- they are poor at present, since they
5 F 1% 5 5 - e - =

receive zZetro income : The size of this socio-economic group is
1,429,956 persons, who are the number of ‘unemployed (&6 vyears and

over) in 19B&6, according to the Population Census, and represent

10.7%4 of the labour force (CAPMAS, 1%¥84: 106-117, Table 22).

All the second socio—economic group —the pensioners and the
social security receivers— will alseo be defined as "poor . This is
because the majority of this group —1f not all of them— are

receiving income below the poverty line income. As calculated from

*?There is no unemployment insurance in Egypt.
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Table B-1 in Appendix B, the annual average pension per household
was LE 492.8B2 in 19B5/8B6, and LE 358B.6&67 in 1986/87. For social
security, the average annual payment for the monthly receivers® ,
i=s LE 146.14 per household in 1985/8&6 and LE 17.88 in 1986/87. The
number of pensioners and monphly social security receivers in
1985/84 and 19B6/87 were 164.143' households and 147,298 households
respectivgly (see Table B-1 in Appendix B}. It is quite clear that
the i1income of the majority -1f - not &all= of the members in this

group is much below the poverty line, and hence, this group will be

defined as poor.

Looking at the general profile of the labour force employed
in Egypt, ong finds that the majority of the labour force is still
currently E&ployed in the privatg sector, with declining share,
though, as compared to the mid-seventies. According to the 1976
Population Census, 2,750,447 individuals (& years ancd over) were
emplovyed in the public sector (government and public enterprises)
out of a +total employment of 10,229,949 (CAPMAS, 197&6: 169-173,
Table 16); i.e. representing 26.9% of the total labour employed in
thé country. In 984, the public sector’'s employees were 4,726,403,
where 3,358,450 indiv;duals were employed in the government sector,
and 1,367,753 in the public enterprises (see Table B-2 in Appendix
B). The total labour force {6 veoars and over) employed in 1984 were

11,919,287 (CAPMAS, 1%B6: 106-117, Tahle 22). This means that 39.7%

**There are other poor househnlds who receive social
security for just one time in certsin catastrophic occasions, to
help them to meet the necessary expernses for the pbccasiong 2.09.

when one of the houszshold = member dies, cor when the house falls,
etc.
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of the total labour employed in Egypt in 1986, work in the public
sector —as com;ared to a ratio of 26.9% in 1976- with the majority
of those public employees (71.1%) Qorking in the government. Within
the private sector, the majority work in agricultural activity.
According to the 1984 Population Census 58.3%4 of the private

sector ‘s employment is in agriculture’’ .

Looking at the third socio-economic group ~—the public
sector’'s employees— the government and public enterprises employees
are subject to one general grade ramking (Mansour, 1983). Only a
small ratio of those employees -19.9% of government employees and
B.3%Z of the public enterprises employees—- are subject to a special
fanking and wage system which gives them significantly higher level
of wages (see Table B-2 in Appendix B). The general ranking system
divides the employment scale into the following descending nine
grade levels: top level, high level, managerial level, first,

second, third, fourth, fifth, and sixth levels. There is a minimum

and a maximum wage level in earch of these grades. Although the
general grade sSystea is  fhe Same foo Elvs govereonsnt and palkl e
enterprises employees, the total menthly renumerakbions i the

public enterprises are usually higher than in government for the

same grade level. This 1is because this general ranking system

determines the basic wages  only, while the total monthly
renumeration includes other extra money, like over—time, bonuses,
cost of living allowances, etc. , which are generally speaking
greater in the public enterprise§ than 1n the government (Mansour,

“*Calculated from: CAPMAS (1986: 106-117, Table 21).
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1983: 3). To draw the poverty border in this socio—economic group,
2l =1 to find out which grade levels’' employees will be defined as
ﬁoor judging by their total monthly receipt from the public sector,

the average labour income of each grade level™ | is calculated for

the public enterprises employees (see Table A-1).

Assuming that the household’'s income poverty line in
1985/864 i% only 15% higher than its level in 1984 —-an assumption
which 1is more on the conservative side we believe- the urban
household’'s income poverty iine will be, then, LE 2926.46. According
to Table A-1, this means that the employees 1in the se=econd grade
level and.below are receiving income esquals to the income poverty
Jevel and below> , Since those are the employees with a net annual
receipt from job of LE 24B2 and less, This amounts to 1,211,440
employees in the public EnterpriSEE, if you include all second
grade level employees (or 1,125,494, if you include half _of them
only), making 94&.6% (or 8%.7%Z) of the totél employees in the public
enterprises (calculated from Table B-3 in Appendix B). For the
government employees, no data are available to ws regsrding the
employees’ classification by grade level as it is the case with the
public enterprises. However, since the additional income (overtime,
bonuses, etc.), 1= higher 1in the public companies than in the

government as  mentioned before, one c¢an assume safely that the

==

The average labour income consists of basic wage plus all
the extras of overtime, cost of living allowances, bonuses, etc.

" The poverty criteria for the public sector’ s emplovees is
the wurban income poverty line, becauce the majority ct those
employees work and live in the urban sector.
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average net income of the government employees in the second grade
level and below, is equal to, :or less than, the urban income
poverty level in 198%/86. Knowing, also, tﬁ;t the ratioc of the top
level employees to total employees 1in 19846/87 is 0.2% in the
government and 0.9% 1in the public enterprises (calculated from
Table B—-2 in Appendix B), one can assume that the percentage of the
government employees in the second grade level and below is at
least equal to the same percentage in the public enterprises, which
is 96.6%4 (or B8%2.74) of the total employvyees in  the government
sector. ﬁccord&n;ly, one may summarize the situation 1in the public
sector (government and public enterprises) that about 207 of the
public sector’'s employees —amounting to 4,253,762 employees in
1785/846—- are at the second grade level or below, and their income

from labour is equal to, or below, the urban income poverty line.
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Table A-1
Estimated Average Annual Income of the Public

Enterprises’ Employees, by Grade Level
in 1985/86

. . (LE)
Grade Average i Average Gross Average Net Average
Level Basic Wage Added Income Income
Al lowances (=2+3)

1 2 3 4 5
Top 2603 3167 S770 4328
High 2100 2555 44355 3491
General Manager 1900 2309 42Q9 3157
First 1600 1945 3545 2B36
Second 1400 1702 3102 2482
Third 1100 : 1337 2437 1950
Fourth 8a¢ Q72 1772 1506
Fifth 700 851 1551 1318
Sixth 600 225 1329 1130
Source: Columns (2) and (3) are taken from Tables B-3 and B-4 in

Appendix B. Column (2) i= calculated after s=subtracting
from gross income in Column (4), 295% for the three highest
grade levels, 207 for the medium grade level (first and
second and third) and 157 AJor the rest, to pay for taxes,
pensions, social securifty and the monthly deductins (e.g.
union subscriptions, medical issuance, etc.).
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Looking at the agqricultural landless labour in the private
sector, who form the fourth socio—-economic group, we belisve that
the majority of them —if:not all of them— are living at the rural
poverty income - line br below it. This conclusion is reached by
estimating, roughly, the annual income of the landless labour.
Al though the daily wage of the agricultural labour in the country
side is high at present, and may reach LE & per day 1in some
villages, the total annual income of the landless labour is,
generally, below the rural income poverty line. This is because the
landless agricultural labour do nﬁt work all year, even 1if we take
into consideration their -wDrk in the non—agricultural activities.
It has been estimated that the agricultural landless male labour
works 1BO days a year, including the non-—-agricultural activitiegs®
Accordingly, the total income earned by the male landless labour,
with LE 6 per day, will be LE 1080 a year, which is below the
household’'s income poverty line in the rural sector, even at the
1984 prices. Thev household’'s 1income poverty line in the rural
sector is estim;ted to be LE 1445.5 a year for 1984 {(Korayem, 19B87:

45, Table 1-2). A sample survey stﬁdy that has been carried out in

rural Egypt in 1977, has also proved that the landless labour fall
in the bottom income brackets (Radwan and Lee, 19846). Thus, we
shall assume that this socio—-economic group of agricultural

landless labour is, totally, a poor group.

*%*This is the highest of four estimates provided in a study
on the agriculturas wage labour in Egypt ( Mohie—-Eldin, 19872«
292—-253). The three other estimates of the number of working days
of the male landless labour per vear are 137 days, 147 davys, and
129 days.
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The nuhber of the landless labour may be estimated,
roughly, as 35% of the agricultural labour 7. According to the 1986
Population Census, the total number of sgricultural labour is
4,736,385 persons (CAPMAS, 198&4: 106-117, Table 21), thus, the

landless labour will be then, 1,657,805 workers (3 Tew, 39% of
-1

agricultural employment).

The fifth socio-economic group is the agricultural land
holders. In a study based on & sample survey of 800 landholders,
ctarried out in upper and lower Egypt in 1584/85 (Ragab, 1988), it
has been found that in the small landholdings, the relative share
of non—agricultural- income in tatal income is relativelf high -
above 507 for the landholdings af one feddan and less® - and this
share decreases with th; increase In the size of the landholdings
(see, also, Table B-6 in Appendix B). This phenomenon of the
relative large share of the non-—-a2gricul tural income in the
aggregate household’'s income, bhas also been confirmed in the study
of Radwan and Lee (1986), which was based on a sample survey that
was carried out in 1977. The average aggregate household’ s income
from agricultural and non-agricultural sources was computed from
the sample survey of 1984/85 a=s equal to LE 13BB and LE 146B9 in

upper Egypt, far the landholders of l=zss than one feddan, and of 1-

®*1t has been found that the ratioc of the landless labour to
total agricultural labour is almost stable at 35% in  the three
Fopulation Census of 19260, 13484, and 1974; see Mohie—-Eldin (19BZ:
240-243) .

"¢ DOne feddan =1.05 acres.
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3 feddans respectively; while in lower égypt, the average aggregats
income for the landholders of less than one feddan, and of 1-3
feddans, was LE 889 and LE 2203 respectively (see Table B-&6 in
Appendix Bl. Comparing that with rural income poverty line, which
is LE 1645.5 per Mousehold in 1984, one can conclude that,
generally speaking, landholders of 3 feddans and less, especially
in.upper Egypt, are living at poverty line income and below. These
represent in 1987, 2623 thousands agricul tural landholders;
rebresenting, thus, 85.8% of all the landholders in Egypt (see

Table B-7 in Appendix B).

ldentifying who are the poor in the two remaining socio-
economic groups -—-the private‘ sector s labour working in the formal
and informal markets—- is more difficult to do compared to the other
groups, because of the lack of data. The only source which includes
relatively detailed data on the average weekly wage of the workers
in private and public establishments {(with 10 workers and more ),
is the Employment, Wages and Hours of Work, produced by CAPMAS; and
the latest data available accorainq to this source is fDF'1978,
which is too old to be of benefit to us, bécause of the significant
changes that took place 1in the wages during Lhat period. Given the
circumstances, wer have to depend on broad guidelines, to arrive at
a much looser definition of poverty within those two socio—-economic
groups as caompared to the others. frhese two socio-economic groups

include together 28.2% of the total employment in 198677, which

* =

&7 but af total employment of 11,919,287 workers, B,072,0&63
workars are employed in the private zector according to the
Population Census 198643 I-e &7.7% of the total (CAPHMAS, 1986:
106—-117, Table 21}). Since 538.37% of the private sector’'s

L |
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represent, then, 3,366,030 workers.

In a study on the informal sector in Eaypt, estimates were
attempted for the different groups in the sector {Abdel-Fadil,
1980: Tables 1, &6, 7, 12). These estimates are 205,338 employees 1in
the small-scale manufacturing and handicrafts (at 1974)°° , 241,398
workers of itinmerant and jobbiné artisans who are self-employed (at
19746), 333,943 workers in petty and persopnal services (at  1976),
and 258,899 persons employed in ‘odd jobs’ (at 1276). Taking the
small manufacturiné employment estimates as it is for 19746, the
total employment in the informal sector in Egypt at 1976 is, then,
1,039,678, which represents 10.2%4 of the total number employed at
1976 *7. Excluding the independent artisans and craftsmen and large
segment of the persons perforhing domestic services (e.g., cooks,
waiters, hairdressers, etc.) on ground that they are doing well
financially, the study estimated the numbér of poor in the informal

o

sector as equal to 555 thousand workers® . However, it should be

noted that the study has not adopted any ‘poverty’' criteria to use

employment work in agricultural activity, therefore, 3,366,050
workers (which represent 41.77% of private sector’'s employment),
will be employed in the non-agricul tural activities that comprise

these two socio-economic groups. This represents 28.2% of the
total labour employed in Egypt (= 3,3466,050/11,919,287).
*®GSmall~scale manufacture and handicrafts are defined as

establishments employing one to nine workers.

¥ Total number aof the employed in 1976, were 10,229,749 (&6
years and over); see CAPMAS (1976: 153-160, Table 4).

*°These consist of the following groups: “odd-jobbers’,
rrtty traders and retailers, people performing various domestic
services to families and individuals, operators of traditional
means of transport and porters, and other unclassified informal
services; see Abdel-Fadil (1980: 29, Table 13).
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it in differentjating between the poor and the mon—poaor; all was
"
based on personal judgement. Adding to the number of the poor
estimated in the study 2/73 of the labour employed in the small-
sctale manufacturing and handicrafts -who amount to about 135
thousand persons— on the assumption that their average annual wages
are expected to be less than the poverty line income * — then the

total number of poor will be 490 thousand, representing 66.4% of

the employment in the informal sector in 1276.

In the relatively poor societies, like 1in Egypt, the
tightening of jobs opportunities in the formal market is reflected
into widening the size of the informal sector. This 1is because =&
good part of the new comers to the labour market, and those whno
have lost their Jjobs, cannot afford to remain openly unemploved
while they have families to support. They join the informal sector
working in different "odd’ jabs to earn some income. In  other
words, open unemployment is a luxury that cannot be afforded by
many in the labour force in the poor developing countries.Thus, one

expects a kind of opposite relationship between open unemployment,

which indicates low demand for labour in the formal sector, and the

size of the informal sPChor; thz higher is the level of the

unemployment rate, the larger will be the emplayment 1in Lthe
** Benerally speaking, in the small-scale private

establishments, the emplovment lews are not much ahided by as in
the large-scale private establishments, and the wages on the

average are significantly lower; they are even lower than in the
public sector in some cases. lhus, it seems reasonable to assume
that about 2/3 of the emplogees 1n the private small-scale

establishment are getting wages, on the average, below the ircome
poverty line as compared to more than 0% ©of the employees in the
public sector.
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informal sector. Consequently, with a level of unemployment
increasing from 7.74 in 1976 (CAPMAS, 1976) to 10.7%Z in 1986
(ChPMﬁS, 1986), one expects that the relative size of the informal
sector’'s employment will increase, or at least remain the same, and
the number of labour engaged in jobs with low productivity, and
hence low renumeration, is expected to rise as well. Accordingly,
assuming that in 1986, the informal sector includes 10.53%Z of the
labour force employed, which is almost the same size as in 1976
{which was 10.2% of the labour force}, this means that 1,251,525
persons are working in the infarmal sector. Assuming that 704 of
them are poor —as compared to 66.4% in 1276 where the unemployment
rate was much lower— this means that B876.068B workers 1in 1986

receive annual income equal ta., or less  than, the wurban income

poverty line of LE 252Z2&6.6. 5

One reservation 1s important f{o make bhere, regarding the
definition of the poor in the informal sector as made in the study
(Abdel-Fadil, 1980: 28-29); it excluded all the skilled workers,
like carpenters, plumbers, electiricians, etc. Our comment is that,
not all of the skilled workers seem to earn income above the
poverty line, as it may appear on the first thought. This i=
because, althoubhbthe daily earnings of those skilled workers look
high, one should consider alsc the number of days smployed per
year. After all, total earnings -—-which is whal counts here— is lthe
product of the number of working days and the daily earning. Thus,
if we take the number of working days into consideration, one finds

that a number of them may not make income higher than the income
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poverty level of LE 2526.6 a yeaﬁi Based on personal information in
the private construction activity, which employs different tybes of
skilled workers, the number of days worked by those skilled workers
range, on the average, between 15-20 days a month, with daily
earning ranging from LE 10-LE 15 AJar quite a few of them, and
reaching LE 20 and LE 30 a day for some of them. Thus, assuming
that the average working days are Z10 a y=ar, this means that the
workers who get LF 12 per day will be making LE 2320 a year, which
is Just equallito the urban income poverty line. Thus, generally
speaking, the skilled workers who are earning LE 12 per day or less

are supposed to be considered among the poor groups employed in the

informal sector.

Looking at the last socio-economic group, which consists of
those working in the formal private sector, and represent 2,114,325
persons, not much can be said about .the distribution of income
earnings in this grouﬁ, because of the data problem, again. This
spcio—economic group consists of those working in large private
establishments of 10 workers and more, including cuooperatives,
foreign and international organizations. Generally speaking;, one
expects that the wage schedules in these establishments are
relatively highesr than the comparable jobs in  the public sector. Nn
indicator of ths level of wages prevailing in the formal sector is

the wage data for 1984, publish=d by a consultant firm {(the Middle
East Advisors Grounpn) for a samole of enterprises ({Tahle B-8 in

Appendix B). These data show the minimom and maximum level of

monthly earnings {incliuding =salari==s, honuses, profit sharing,
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overltime, and cost of living allcwances) for seven job

specifications: managers, professionals, skilled clerical, skilled

technical, semi-skilled clerical, cemi-skilled technical, and
unskilled. l1f we compare the earnings of the employees with the
vwrban income poverty line in 1984 ~which is LE 2197.0 annually, and
hence LE 183.1 monthly— one finds that the employees at the low

wage scale level (L) in the last four jobs specifications (skilled
technical, semi-skilled clerical. semi-skilled technical, and
unskilled), receive income below the income poverty line, LE 162.78

- LE 72.0 monthly. However, if we look at the average wage 1in the

given job specifications, we find that only the last job
specification -i.e., the unskilled labour- will be classified as
poor, since the average wage is5 LE 146.57 monthly. However, the

unskilled workers atl the high wage scals= tevel (H) receive 1noome
above the income poverty level, ¥LF 221.14 a manth). In ofther
words, according to the data in Tahle B-8 in Appendix B, naone of
the employees at the high scale wage level can be identified an
poor., These data, however, sshould he taken with great cawtious,

+

since the sample chosen is mot a good representative to the private
enterprises prevailing in Egvpt: they ronsist mainly of whalt we may

refer to as the rich segment of thée privale secltor’s enterprises,

Another set of data, which gives wus anobther piclure of the
private sector in Egypt, are the data on employment and average
wages of the skilled workers, who have lost their jobs and have
registered as unemploved in the Ilinister of Manpower ., Thess are

included in Table B-% in Appendis» B. According to  these dakbta, the
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employees in all the jobs specifications, exceplt managers, receive
income below the income poverty line, and hence will be classified
as poor according to our poverty criteria. Considering the two
pictures above, we may assume that 40% of the labour employed in
the formal private sector -—-which represent 2,114,525 workers-—
receive income equals to the income poverty line or less. This

form, thus, B45,8B10 worker-.

Putting the pieces together, the total numb=c of labour,
whose earned incomes are equal to —-or less than— the income poverty
line, are estimated roughly as 11,837,544 workers in 192B&, which

represent 88.46% of the total labour torce -

*TThe total labour foree o 14 aas 17,349,743

£ 4

= persons (6
years and over); see CAPHAS (1%84&6: 1 117, Table 22).
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APPENDIX B

STATISTICAL, APPEMDIX

Table B~1
Pensioners and Social Security Receivers

1985/86 1986,/87
15 Pensioners
hnnual Amount Paid (LE) 7170664 7602904
Numbers J 143926 129715
24 Sccial Security
Annual Amount Paid (LE) 326240 314461
Numbers 20217 17583

Source: Minister of ‘Social Affairs, Dept. of Information and Documentaticn,
Statistical Indicators in the Areas of Social Care ard Development; pp. 85-88 ard
pp. 250-253.
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Table B -2
The Employees in the Public Sector
(Goverriment and Public Enterprises)

1985/86 1986/87
Govermment Emplovees in:
1. General Employment Scale
i. All Ewployees 2691453 2768584
ii. Including top grade — 4949
level enployees#*
2. Special Fuployment Scales:
i. 21l enplcyees 667197 711607
3. Total Goverrment Employees 3358650 3480191
(=1(1) + 2(i))
Public Enterprises Employees On:
4. General Employment Scale:
i. All Employees 1254160 1249184
ii Including top grade A; — 11363
level employees* :
5. Special Employment Scale:
i. All Employees 113593 116203
6. Total Public Enterprises 1367753 1365387
Emplayees (=4(i) + 5(i))
755 Total Public Sector 4726403 4845578

Enployees (=3 +6)

* Consists‘of the top grade levels of "general manager™ and up.

Source: Ministry of Finance, State General Budget.
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i Table B-3
Annual Total and Average Basic Wages by Grade Level

for the Public Enterprises' Employees on the
General Employment Scale System

in 1985/86
Grade Nunber of Total Basic Average Basic % of Total Wages
Employees Wages (LE) Wage (LE) in Each
(=3 -2) Grade level

(1) (2) : (3) (4) (5)

Top 665 1730995 2603 0.147

High 2664 5594400 2100 0.475

General 7711 14650900 1200 1.243

Manager

First 31680 50688000 1600 4.301
- Second 171893 240650200 1400 20.419

Third 344455 378900500 1100 32.149

Fourth 236906 189514800 800 16.080

Fifth 219237 153465900 700 13.021

Sixth 238949 143369400 600 12.165

Total 1254160 1178575000 940 100.000

Scurce: The Estimated Budget for the Public Companies; Appendix (1), in Arabic.
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Table B~4
Annual Added Allowances to Basic Wages
For the Public Enterprises' Employees
in 1985/86

(in thousands LE)

Bonuses 874102.4

ther Allowances#* 261810.6
Privileges in Kind ' 157854.5
Pecuniary Privileges 134796.7
Total 1432691.2

* Rawvateb we Badalat

Source: The Estimated Budgit for the Public Companies; Appendix
€1}, In Arabic. :
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Table B-5
Annual Total and Average Amount of Added
Allowances by Grade Level for the Public
Enterprises Employees in the General
Employment Scale System in 1985/86

(LE)
Grade g1 Total Amounts Average Amount
Level of Added Allowances of aAdded Allowances

by Grade Level
(1) (2} - (3)

Top 2106056 3167
High 6508283 2555
General Manager 17808351 2309
First ) 61620048 1945
Second 292541210 1702
Third | 460595890 1337
Fourth 230376740 972
Fifth 186550720 851
Sixth 174286880 729
Source: Column (2) is calculated by multiplying total amount of

added allowances in Table E-4 (=LE1432691.2 thousands)
by column {(5) in Table PB-3. Column (3) is calculated
by dividing column (2) here by the number of employees
in each grade level, taken from column (2} in Table B -
3



B

Table B-6
Average Household's Income According to
Agricultural Land-Holdings
Categories in lower and Upper
' Egypt, in 1984/85

(LE)
Het Agricultural Non-Agricultural Net Household's
Income Income Income*

Land-Holdings Lower Upper Lovier Upper 1ower Upper
Categories Eqgypt Egypt Egypt Egypt Egypt Egypt
One Feddan & less 202.9 591 686 721 889 1311
1-3 Feddans 1577.6 1160 625 529 2203 1689
3-5 Feddans 2027.9 2462 7956 138 2824 2600
Greater than .
5 Feddans 5517.8 . 6664 959 1882 6477 8546

* It is the summation of net agricultural incame and non-agricultural income.

Source: Derived from the questionnaires of the sample survey as cited in:
Ragab (1988: 8-9, Table 3 ard 14).
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- Table B-7
Agricultural Area Size and Number of Agricultural
ILand-Holders per Land-liolding's Category

in 1987

Agricultural Area Agricultural Land-Holders
Holding's Categories Thousands Feddans % Number (in Thousands) %
Iess than one Feddan 900 16.6 1474 48.2
1-3 Feddans 1883 34.7 1149 37.6
3-5 Feddans 944 0¥ St 269 " 8.8
5-10 Feddans 759 14.0 119 3.9
Greater than 10 Feddans 933 173 47 105
Total 5419 100.0 3057 100.0

Source: Min%stry of Agriculture.
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Table B-8

.Monthly Renumeration Ranges and Medians
in Some Private Enteprises, in December 1984

(LE)

Low High Average

Range Range ((2#2)/2)

(1) (2) (3)
Managers 522.36 1319.35 920.86
Professionals 244.84 727.58 486.21
Skilled Clerical 197.65 796.94 497.30 -
Skilled Technical 162.78 622.22 392.50
Semi-Skilled Clerical 108.05 380.73 244.39
Semi-Skilled Technical 89.29 361.90 225.59
Unskilled - 72.00 221.14 146.57

Source: Middle East Advisory Group, Table Survey of Personnel Policies and

Salary Tevels in BEqypt, No. 16, December 1984, Table 29.
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Table B-9
Average Monthly Wages of the Previously Employed
(While Presently Unemployed) Skilled ILabor
Registered in the Minister of Manpower's Offices

Total Labor Total Wages Average
(LE) Wages (LE)

Occupational Private Pub. Inves. Private Pub. Irw. Private Pub. Inv.
Category Sector Sec. Sec.  Sector Sec. Sec. Sector Sec. Sec.
Professional, 37 g — . a261 535 — 115 735 o
Administrative 1 -_ - 300 s g 300 —_ -
Managerial
Clerical 218 107 — 19107 697Y =~ 88 65 -
i 47 18 — 3428 1121 -— s~ £3 -
Services 384 : 12 4 43776 6332 325 114 88 g1
Agriculture 43 28 — 3230 1540 — 75 55 -
Production 415, ¢ 159 4 34770 11908 410 84 5 -3
Fixing & Main- 1200 472 15 129600 39677 2070 108 83 138
tenance ,
Harbor Work, 3319 1343 40 364764 127585 5000 110 95 125
Mechanics,
Transportation

s M e o MM@ for April/June 1987 (in Arabic).
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Table B-8

.Monthly Renumeration Ranges and Medians
in Some Private Enteprises, in December 1984

(LE)

Low High Average

Range Range ((2#2)/2)

(1) (2) (3)
Managers 522.36 1319.35 920.86
Professionals 244.84 727.58 486.21
Skilled Clerical 197.65 796.94 497.30 -
Skilled Technical 162.78 622.22 392.50
Semi-Skilled Clerical 108.05 380.73 244.39
Semi-Skilled Technical 89.29 361.90 225.59
Unskilled - 72.00 221.14 146.57

Source: Middle East Advisory Group, Table Survey of Personnel Policies and

Salary Tevels in BEqypt, No. 16, December 1984, Table 29.






