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Summary. — This paper uses crosscountry data and country-case studies to analyze trends in
poverty, inequality and economic growth in the Middle East and North Africa (MENA) region.
Compared to other regions, the MENA region has a low incidence of poverty and income
inequality. Two factors account for this situation: international migration/remittances and public
sector (government) employment. Since the early 1980s international migration to the Persian Gulf
and Europe has helped boost the incomes of the poor in the Middle East. At the same time, many
MENA countries have used government employment as a means of keeping people employed and
out of poverty. Regression analysis of crosscountry data shows that both of these factors have a
statistically significant impact on reducing the level and depth of poverty in the MENA region.
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1. INTRODUCTION

By international standards, the low and
middle-income countries of the Middle East
and North Africa (MENA) entered the 21st
century with levels of income poverty that were
strikingly low. ! Table 1 presents estimates of
poverty using international purchasing power
standards of $1.00 per person per day for six
developing regions during 1987-98. MENA
stands out as the developing region with the
lowest incidence of poverty using the Interna-
tional Development Goal definition of $1.00
per person per day throughout the 1990s. >
While the transitional economies of Eastern
Europe and Central Asia began the decade with
a lower poverty incidence, the extreme con-
traction in incomes following the fall of com-
munism more than doubled the proportion of
the poor living in that region by 1998.

The purpose of this paper is to examine what
lies behind MENA'’s success at poverty reduc-
tion. To address this question we combine two
approaches: analysis of aggregate, crosscountry
data and detailed, country case studies. First,
we develop a new, crosscountry data set on
poverty and inequality in order to place
MENAs poverty record in a larger, interna-
tional context. In this analysis we use interna-
tional poverty lines—set at $1.00 per person

per day—to evaluate MENAs poverty record
vis-a-vis other regions of the developing world.
Second, we use the results of recent household
surveys to examine trends in poverty and in-
equality in five MENA countries: Egypt, Jor-
dan, Morocco, Tunisia and Iran. In this work
we use national poverty lines—which are set on
the basis of the cost of country-specific, food
and nonfood requirements—to evaluate trends
in poverty reduction over time.

We should emphasize that each of these ap-
proaches—international and national poverty
lines—has their strengths and limitations. For
poverty analysis, international poverty lines are
useful because they permit comparisons be-
tween countries and over time (Chen & Raval-
lion, 2000). But, these international poverty
lines—set at $1.00 per person per day—are in-
evitably arbitrary; it is not clear why poverty
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Table 1. Poverty, inequality and growth data by region

Region Poverty headcount Gini coefficient Income share to lowest GDP per capita
($1.08/person/day) quintile group (PPP, 1999 dollars)
Average Percentage Average Percentage Average Percentage Average Percentage
- change change change change
1980s 1990s 1980s 1990s 1980s 1990s 1980s 1990s

East Asia 23.7 14.9 -37.2 0.396 0.397 +0.2 6.9 6.4 -7.3 2,328 3,439 +47.7

Europe and Central Asia 0.2 4.4 +2199.9 0.257 0.343 +334 9.9 7.4 -253 6,209 5,300 -14.7

Latin America and 21.2 14.9 -29.7 0.497 0.484 2.7 3.7 4.3 +16.2 3,209 4,335 +35.1
the Caribbean

Middle East and 1.7 2.0 +17.6 0.397 0.357 -10.1 6.5 7.5 +15.4 3,371 3,515 +4.3
North Africa

South Asia 36.0 329 -8.7 0.311 0.336 +8.0 8.7 8.4 -3.5 966 1,578 +63.4

Sub-Saharan Africa 24.6 42.2 +71.5 0.412 0.448 +8.7 5.8 53 -8.7 975 1,083 +11.1

Total 18.1 19.1 +5.5 0.370 0.401 +8.4 7.1 6.3 -11.3 2,769 3,333 +20.3

Source: World Bank (2002a), Global Poverty Monitoring database.
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should be defined in all developing countries on
the basis of $1.00 per day. To understand
poverty dynamics at the national level, country-
specific poverty lines may be more useful. Such
poverty lines are, after all, more closely tailored
to the actual costs of specific food and nonfood
items in individual countries. But, even these
national poverty lines have their limitations. In
many developing countries (including MENA),
nutritional data are so sparse that it is difficult
to set ‘“‘nutritional requirements’” accurately,
and in all countries it is even more difficult to
specify the cost of “nonfood needs” precisely.
For the sake of robustness, the best strategy is
to use each of these approaches to complement
the other.

We should also stress at the outset that it is
not easy to analyze trends in poverty reduc-
tion in the MENA region. Of the 20 countries
included in the MENA region, only seven—
Algeria, Egypt, Iran, Jordan, Morocco, Tunisia
and Yemen—appear in the new, crosscountry
data set developed in this paper. The reason for
this is simple: these seven countries are the only
ones which have conducted nationally repre-
sentative household surveys since 1980. Of
these seven countries we will focus on five—
Egypt, Jordan, Morocco, Tunisia and Iran—in
our country-case studies. > While these five
countries have conducted a total of 18 house-
hold budget surveys, only two of these
surveys—the 1997 surveys in Egypt and
Jordan—are accessible to the public. * With
such limited access to household survey data,
we are forced to rely upon poverty figures
produced by government statistical offices and
international agencies, and this makes it diffi-
cult to explain the reasons for different poverty
outcomes over time. °

The balance of this paper proceeds in five
parts. Section 2 begins by comparing the MENA
region with international evidence on pov-
erty, inequality and growth. This part identi-
fies two key factors—international migration/
remittances and public sector (government) em-
ployment—which have helped to produce and
maintain MENA'’s low level of poverty. Section
3 develops a new crosscountry data set to ex-
amine the impact of these two factors on poverty
and inequality in MENA. Section 4 presents
econometric results based on this new cross-
country data set. Section 5 turns to the national
level data and uses these national data to discuss
recent trends in poverty, inequality and growth
in five countries: Egypt, Jordan, Morocco, Tu-
nisia and Iran. Section 6 concludes.
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2. POVERTY, INEQUALITY AND
GROWTH IN INTERNATIONAL
CONTEXT

Using available World Bank data, Table 1
compares the MENA record on poverty, in-
equality and growth with that of other develop-
ing regions over 1980-2000. To facilitate
comparison over time, the data are presented as
decade averages (1980 or 1990) for each region.
To ensure comparability across countries, the
poverty lines in the table are international pov-
erty lines, set at estimates of $1.08 per person per
day in 1993 purchasing power parity (PPP) ex-
change rates. ® The PPP exchange rates are used
so that $1.08 is worth roughly the same in all
countries. PPP values are calculated by pricing a
representative bundle of goods in each country
and comparing the local cost of that bundle with
the US dollar cost of the same bundle. ’

Table 1 reveals four key findings, which serve
to structure the rest of the paper. First, poverty,
as measured by the $1.00 per person per day
standard, is lower in MENA than in any other
region of the developing world. While poverty
in MENA has increased by about 17% over the
past two decades, it is still less than half that of
any other region. Second, MENA is a low in-
equality region with Gini coefficients similar to
those of Europe and Central Asia, and South
Asia. MENA is also the only low inequality
region to have reduced income inequality be-
tween the 1980s and 1990s. Because of these
improvements, the MENA region now has one
of the most equal income distributions in the
world (Gini=0.357). Third, much of this re-
duction in inequality was driven by a substan-
tial increase in the income share accruing to the
poorest quintile of the population, which grew
by more than 15% between the 1980s and the
1990s. Finally, the MENA region has achieved
all of this—low poverty with fairly equal in-
come distribution—with very low rates of gross
domestic product (GDP) growth. Between the
1980s and the 1990s, per capita GDP in the
MENA region rose by only 4.3%. During
the last 20 years, only one region of the world
(Europe and Central Asia) recorded a lower
rate of per capita GDP growth. This pattern of
slow growth, reductions in inequality, increases
in the income share of the poorest quintile, and
a low and relatively stable poverty headcount
index is unique to the MENA region.

The more general relationship between eco-
nomic growth, poverty and inequality found in
the literature is that faster rates of economic
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growth reduce poverty, and have little impact
on income inequality. In a recent econometric
study based on 50 developing countries, Adams
(2003) found that the elasticity of poverty with
respect to growth was —2.59. In other words, on
average, a 10% increase in growth (mean per
capita income) can be expected to produce a
25.9% decrease in the proportion of people
living in poverty ($1.00 per person per day). In
the same study Adams also found that eco-
nomic growth had no statistical effect on in-
come distribution: inequality may rise or fall
with economic growth.

How then did the MENA region achieve
such low rates of poverty by the 1980s and
maintain them into the 1990s, despite very slow
economic growth? In a previous paper (Adams
& Page, 2001) we show that most of the eco-
nomic growth that helped to reduce poverty in
MENA occurred before the intervals shown in
Table 1. In fact, most of the economic growth
in MENA took place during the region’s oil-
fired economic boom of 1975-85. During that
decade per capita GDP for the region as a
whole increased at an average annual rate of
4.5% per year, and the average growth rate of
mean income for the MENA countries in our
sample was 4.0%. Given MENAs relatively
equal income distribution, this very rapid
economic growth had a powerful impact on
reducing poverty in the region. Between 1975-
79 and 1985-89, we estimate that $1.00 per
day poverty in the region fell by nearly two-
thirds.

WORLD DEVELOPMENT

In this paper we use crosscountry evidence to
show that the reason for MENA’s continued
success at maintaining low rates of poverty in
the face of stagnant economic growth can be
attributed to two key factors: international
migration/remittances and public sector em-
ployment. Since the late 1970s international
migration to the Persian Gulf and Europe has
helped boost the incomes of the poor through-
out the MENA region. At the same time, many
MENA governments have used public sector
employment (including government work and
working for public sector enterprises) as a
means of keeping people employed and out of
poverty. Since each of these factors have had a
critical impact on poverty in MENA, it is useful
to describe how they operate at some length.

While few studies have been conducted on
the impact of international remittances on
poverty in MENA, over the past two decades
international migration has had a large impact
on the region. ° As oil prices increased in the
late 1970s, and the economies of the Persian
Gulf boomed, poor people from Egypt and
Jordan began seeking high-paying jobs in a
variety of labor-intensive fields in Iraq, Kuwait
and Saudi Arabia. At the same time, poor
people from Algeria, Morocco and Tunisia
began seeking labor-intensive jobs in Western
Europe. While no comprehensive figures have
ever been collected on the number of migrants
involved, the amount of money sent home by
migrants from these countries was substantial.
Figure 1 shows international remittances as a

20

16 1 International Remittances in the
Mashreq

Percentage of GDP
5]

International Remittances in the Maghreb

4

2 4

0

L PSS IFLFSESES LS IS

Figure 1. International remittances in the Maghreb and Mashreq 1977-99. Source: World Bank (2003 ), Sima database.
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share of GDP for the Maghreb and the
Mashreq during 1977-99. Between 1981-83
and 1998-2000—the period covered by our
data—international worker remittances in-
creased in annual real terms by 2.0% in Mo-
rocco, 1.5% in Tunisia and were essentially flat
in Jordan (see Table 11). In all likelihood these
figures actually underestimate the levels of re-
mittance monies flowing back to these coun-
tries, because they only include those remittances
which come back through official, banking
channels. Many migrants, who do not trust
banks, remit their money back home through
informal and unofficial means.

The second factor explaining the low level of
poverty in the MENA region is government
employment. Since the early 1970s a number of
MENA countries—for example, Egypt, Jordan
and Morocco—have used public sector em-
ployment (including government work) as a
kind of blunt policy instrument for providing
welfare employment to an ever-increasing pro-
portion of the labor force. For example, the
public sector currently employs about 33% and
38% of the total employed labor force in Egypt
and Jordan, respectively. '® These percentage
figures are high by international standards, and
have led to substantial surplus labor throughout
the public sector. The MENA region has also
lagged behind most other parts of the develop-
ing world in privatizing public enterprises (Page,
2003), and governments have frequently cited
the potential negative impact on employment as
a major constraint to accelerating privatization.
These trends apparently reflect a government
desire to use public work rolls as a means to
keep people employed and out of poverty.

3. A NEW CROSSCOUNTRY DATA SET
ON POVERTY, REMITTANCES AND
GOVERNMENT EMPLOYMENT

In order to evaluate the impact of interna-
tional remittances and government employment
on poverty and inequality in MENA, we have
constructed a new, cross-section data set for 50
developing countries utilizing the results of
household budget surveys, since these surveys
represent the best source of poverty information
in developing countries. '' The data set includes
observations on income, poverty, remittances
and government employment for the 50 coun-
tries for the year 1990. 1990 was chosen as the
reference year both because it is the mid-point
of the period in which we are interested (i.e.,
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halfway between 1980 and 2000) and because
most of the countries in the sample had con-
ducted a household budget survey in or around
that year. 12

Initially our goal was to include all 157
countries which are classified as either “low-
income” or “middle-income” countries by the
World Bank in the World Development Report,
2000/01. '* It proved impossible however, to
find poverty, remittance and government em-
ployment data for all of these 157 countries. For
example, with respect to poverty, many devel-
oping countries—especially the smaller popu-
lation countries—have not conducted the type
of national household budget surveys that are
needed to estimate poverty. Of the 157 countries
classified as low or middle income by the World
Bank, 76 countries (48%) have not published the
results of any household budget survey. Simi-
larly, with respect to remittances, while the
International Monetary Fund (IMF) keeps an-
nual records of the amount of international
worker remittances received by labor-exporting
countries, these records are often incomplete for
many African countries. Moreover, the IMF
only reports data on official worker remittance
flows, that is, remittance monies that are
transmitted through official banking channels.
Since a large (and unknown) proportion of re-
mittance monies is transmitted through private,
unofficial channels, remittances recorded by the
IMF are neither comprehensive in breadth nor
in terms of volume. !4

Initially, an attempt was made to develop a
panel data set by adding observations on in-
come, poverty, remittances and government
employment for those countries where such data
were available for more than one year. But,
while a few countries (such as India) had five or
six years of observations on income and poverty,
most countries had only one year of data.
Moreover, the collected data showed little vari-
ation in remittances and government employ-
ment over time. The panel approach therefore
led to an unbalanced panel that gave excessive
weight to a subset of the range of observations
on the remittance and employment variables.
For this reason, we decided to abandon the
panel approach in favor of a cross-sectional
approach. Here each country—and its in-
come, poverty, remittances and government
employment data—is treated as a single obser-
vation.

The table in Appendix A gives the countries,
income, poverty, inequality, remittance and
government employment indicators included in
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the new data set. The data set is notable be-
cause it includes eight countries from Sub-
Saharan Africa, a region for which poverty and
remittances data are relatively rare. It also in-
cludes countries from all other regions of the
developing world, including five countries from
East Asia, nine from Europe and Central Asia,
16 from Latin America, five from South Asia
and seven from the MENA.

The table in Appendix A reports two poverty
measures. The first, the headcount index,
measures the percentage of the population liv-
ing beneath the standard of $1.00 per person
per day. '° The headcount index however, ig-
nores the amounts by which the expenditures
(income) of the poor fall short of the poverty
line. For this reason, table in the Appendix A
also reports the poverty gap index, which
measures in percentage terms how far the aver-
age expenditures (income) of the poor fall short
of the poverty line. For instance, a poverty
gap of 10% means that the average poor per-
son’s expenditure (income) is 90% of the pov-
erty line.

To measure inequality, the table in the Ap-
pendix A uses the Gini coefficient. In the table
this measure is normalized by household size
and the distributions are weighted by house-
hold size so that a given quintile (such as the
lowest quintile) has the same share of popula-
tion as other quintiles across the sample.

4. MIGRATION, PUBLIC EMPLOYMENT
AND POVERTY: ECONOMETRIC
RESULTS

In this section we use the crosscountry data
to analyze how international remittances and
government employment affect poverty in
MENA and the developing world. The rela-
tionship that we estimate can be expressed as:

LogP = o+ B logu + f,log(x) + ¢, (1)

where P is the measure of poverty, f§, is the
“growth elasticity of poverty” with respect to
mean income per capita given by u, ff, is the
elasticity of poverty with respect to variable x
(such as remittances or government employ-
ment) and ¢ is an error term that includes errors
in the poverty measure.

Eqn. (1) is the basic equation to be estimated
here. Recent work has also suggested that the
level of initial income inequality should be
added as a control variable. '® Since all the
variables are expressed in log terms, the results
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can be interpreted as elasticities of poverty with
respect to the relevant variable, e.g., remit-
tances or government employment.

Ordinary least squares (OLS) estimates of
Eqn. (1) are presented in Table 2. We first
present the results using the basic specification
(Eqns. 2(1) and 2(6)), and then test for variation
from the crosscountry pattern specific to the
MENA region (Eqns. 2(2) and 2(7)). The coef-
ficient estimates for the elasticity of poverty
with respect to per capita GDP (income) and the
Gini coefficient are of the expected sign and
their magnitudes are similar to other estimates
reported in the literature. Both of these coeffi-
cients are statistically significant in all 10 cases.
Eqns. 2(2) and 2(7) are of particular interest.
When a shift dummy is introduced for the
MENA observations it is negative and highly
significant, the precision of the coefficient esti-
mates on per capita GDP and the Gini coeffi-
cient increases, and the overall explanatory
power of the regression also rises. This means
that, controlling for the level of income and
income inequality, poverty in the MENA region
is significantly below the level that would be
expected from the cross-country relationship.

Tests for the impact of remittances on pov-
erty are also presented in Table 2. For the full
sample of 50 developing countries, the variable
remittances as a share of GDP has a negative
and statistically significant impact on poverty
(Eqns. 2(3) and 2(8)). In other words, control-
ling for the level of per capita GDP (income)
and income distribution, a higher share of re-
mittances in GDP can be statistically expected
to reduce both the poverty headcount ($1.00
person/day) and the poverty gap. But the really
interesting results in Table 2 relate to the in-
teractive dummy variable for the MENA re-
gion. For both poverty measures the interactive
variable (MENA dummy times remittances) is
negative and highly significant, while the coef-
ficient on the remittance variable is no longer
significant (Eqns. 2(5) and 2(10)). These results
suggest that while international remittances
may reduce poverty in the developing world as
a whole, for the countries represented in our
sample remittances definitely reduce poverty in
the MENA region. The results for the MENA
interactive variable suggest that, on average, a
10% increase in the share of remittances in
GDP will reduce the poverty headcount by
5.7% and the poverty gap measure by 6.8% in
the MENA region.

Results of estimating Eqn. (1) using govern-
ment employment data are shown in Table 3.



Table 2. Elasticity of poverty with respect to international remittances®

Variable Dependent variable = poverty headcount ($1.08/person/day) Dependent variable = poverty gap
O] 2 (3) “ (5) (6) O] ®) (&) (10)
Per capita GDP —0.841 —-0.838 —0.960 —0.898 —-0.936 —0.655 —-0.652 —-0.808 -0.753 -0.779

(constant 1995 dollars) (-4.71)* (—5.54)* (—5.64) (=5.79)* (=5.70)* (—2.83)* (-3.07)* (—3.66)* (-3.51)* (-3.63)
of country, 1990

Gini coefficient of 2.357 2.306 2.262 2.268 2.259 1.930 1.880 1.809 1.814 1.805
country (4.35)* (5.02)* (4.50)* (4.98)* (4.66)* (2.75)* (2.92)* (2.77)* (2.88)** (2.85)*
Remittances as share —-0.454 -0.225 -0.228 -0.584 —-0.385 -0.315
of country GDP, 1990 (-2.97)= (-1.46) (-1.26) (—2.94)* (-1.80)* (-1.32)
MENA dummy -1.961 —1.643 -1.967 -1.422
(1 if MENA country) (—4.40)* (-3.34)~ (=3.15)* (=2.09)*
(MENA dummy) x (Remit- -0.573 —-0.683
tances as share of GDP) (=2.14)= (=1.94)*
Constant 9914 10.123 10.888 10.571 10.743 7.172 7.382 8.422 8.149 8.251
(7.56)* (9.09)* (8.66)** (9.25)* (8.85)* (4.22)* (4.73)* (5.16)* (5.15)* (5.20)*
N 50 50 50 50 50 50 50 50 50 50
Adj R? 0.468 0.618 0.544 0.626 0.577 0.236 0.358 0.343 0.437 0.380
F-statistic 22.60 27.40 20.53 21.58 17.73 8.57 10.10 9.53 8.76 8.52

HLMOYD ANV ALI'TVNOANI ‘ALITAOd

#Estimates obtained using OLS. All variables expressed in logs. T-ratios shown in parenthesis. See Table in Appendix A for countries and survey dates.
*Significant at the 0.10 level.
**Significant at the 0.05 level.
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Table 3. Elasticity of poverty with respect to government employment*

Variable Dependent variable = poverty headcount (§1.08/person/day) Dependent variable = poverty gap
(1) 2 (3) “4) (%) (6) (7 ®)

Per capita GDP (constant 1995 —0.748 —-0.821 —-0.751 -0.767 —-0.610 —-0.709 —-0.608 -0.626
dollars) of country, 1990 (-3.22)+ (-3.09) (-3.20) (-3.11)* (=2.04)* (-1.99)* (-2.00)* (-1.97)*

Gini coefficient of country 2.298 1.490 1.984 1.936 2.135 1.609 2.324 2.295

(3.33) (1.57) (2.34) 2.17) (2.40)* (1.27) (2.12) (1.99)

Government employment as —0.785 —-0.246 -0.297 -0.632 —-0.148 -0.118
share of total employment (—2.08)* (—0.66) (-0.74) (—1.25) (—=0.30) (-0.23)
in country

MENA dummy (1 if MENA -2.117 -1.920 —2.662 -2.781
country) (-3.82) (-3.02)* (=3.73) (=3.37)

(MENA dummy) X (Govern- -0.624 —-0.961
ment employment as share (=2.39) (—2.85)*
of total employment)

Constant 9.617 10.526 9.787 9.902 7.444 8.412 7.342 7.451

(5.54) (5.25) (5.52) (5.3 (3.33) (3.14) (3.19) (3.09)*

N 32 32 32 32 32 32 32 32

Adj R? 0.568 0.426 0.559 0.512 0.454 0.219 0.435 0.382

F-statistic 14.18 8.45 10.52 8.87 9.33 3.81 6.79 5.65

# Estimates obtained using OLS. All variables expressed in logs; T-ratios shown in parenthesis. Number of observations reduced in table because of missing values for
government employment. See Table in Appendix A for countries and survey dates.

*Significant at the 0.10 level.

**Significant at the 0.05 level.

P£0c
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For the full sample, the government employ-
ment variable—expressed as a share of total
employment in a country—is always negative
but only statistically significant in only one out
of six cases. This means that government em-
ployment does not have a strong statistical ef-
fect on reducing poverty in the sample as a
whole.

The picture changes dramatically however,
when we consider the results for the MENA
dummy variables. For both poverty measures,
the interactive variable (MENA dummy times
government employment) is negative and
highly significant (Eqns. 3(4) and 3(8)). These
results show that while government employ-
ment may not have a strong statistical effect on
poverty in the developing world as a whole,
government employment does statistically re-
duce both the level and the depth of poverty in
the MENA region. In Table 3 the results for the
MENA interactive variable suggest that, on
average, a 10% increase in the share of govern-
ment employment will reduce the poverty
headcount by 6.2% and the poverty gap mea-
sure by 9.6% in the MENA region.

In order to examine the impact of remit-
tances and government employment on income
inequality in the MENA region, we also esti-
mated Eqn. (1) using the Gini coefficient as the
dependent variable. But, neither the remit-
tances nor the government employment vari-
able—or any of the MENA dummy or
interactive variables—were found to have a
statistical impact on the Gini coefficient. On the
basis of these results, we conclude that neither
remittances nor government employment have
a statistical effect on income inequality in the
MENA region. '7 One possible reason is that
remittances and government employment may
benefit all income classes of people—poor as
well as nonpoor—in the MENA region. In
other words, remittances from abroad and
government employment at home may “pull” a
large number of poor people out of poverty in
MENA, but they may also benefit large num-
bers of not-so-poor people as well.

5. TRENDS IN POVERTY AND
INEQUALITY FOR SELECTED MENA
COUNTRIES

The previous sections have provided a num-
ber of insights into trends in poverty and in-
equality in the MENA region, as compared
to other regions of the developing world. The
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remainder of the paper will attempt to validate
these insights by examining trends in poverty
and inequality in specific MENA countries.

As mentioned above, since 1980 only a
handful of Middle Eastern countries have
conducted nationally representative household
budget surveys. Of these countries this section
will focus on five: Egypt, Jordan, Morocco,
Tunisia and Iran. While these five countries
have conducted a total of 18 household budget
surveys, only two of these surveys—the 1997
surveys in Egypt and Jordan—are accessible to
the public. Lacking data from the remaining
household surveys, the analysis will rely on the
calculations of poverty lines and published
“group means’ figures reported by the various
statistical offices and the World Bank. '®

This paper uses expenditure data from these
household budget surveys to measure changes
in poverty over time by establishing national
poverty lines for different countries, defined as
the break-even level of expenditures needed to
meet minimum food and nonfood require-
ments. '° To illustrate, Table 4 summarizes
how the poverty line was established in selected
survey years in three of the five countries. The
amount of annual per capita expenditures
needed to meet the cost of certain minimum
food requirements is first calculated. *° To
these minimum food costs, minimum nonfood
expenditures are added. >' The result is a na-
tional poverty line—that includes the cost of
minimum food and nonfood requirements—for
each survey year for each country.

These national, country-specific poverty lines
are not strictly comparable with the interna-
tional poverty lines used in Section 1. The
minimum food and nonfood requirements are
based on national standards, and the monetary
value of the food and nonfood basket is con-
structed in national currency terms. Thus, while
it is possible to use national poverty lines to
examine changes in poverty over time within
individual countries, they are not strictly com-
parable across countries or with the poverty
indices based on international standards of
$1.00 per person per day. >

Table 5 shows trends in the incidence of
poverty for the five countries during the period
of analysis. For each country, poverty measures
are reported for urban areas, rural areas and
overall. With respect to overall poverty, the
outcomes in Table 5 are generally positive:
between the mid-1980s and the late 1990s while
the overall headcount index of poverty in-
creased in Jordan, it declined in all the other
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Table 4. Poverty lines in Egypt, Morocco and Tunisia, selected survey years

Egypt, urban,

1995-96 (current LE)

Tunisia, overall,
1995 (current TD)

Morocco, overall,
1998-99 (current DH)

Food poverty line 702
(per capita expenditures/year)

Nonfood poverty line 266
(per capita expenditures/year)

Food and nonfood poverty line 968

(per capita expenditure/year)

1,888 176
1,449 76
3,337 252

Notes: In 1999, 1 Egyptian pound (LE)=US$0.295; In 1999, 1 Moroccan dirham (DH)=US$0.102; In 1999, 1

Tunisian dinar (TD) = US$0.84.

Sources: Egypt: Calculations from 1995-96 Survey in Institute of National Planning, Egypt Human Development
Report, 1996 (Cairo: 1996), Table 2.1; Morocco: Calculations from 1998-99 Survey in World Bank, Kingdom of
Morocco: Poverty Update (World Bank, 2001), Vol. II, Table 4; Tunisia: Calculations from 1995 Survey in World
Bank, Republic of Tunisia:Social Conditions Update (World Bank (2000)), Vol. II, Tables 3, 6.

countries. Results for the poverty gap index
show that the overall depth of poverty in-
creased in Jordan and Morocco, but remained
stable or fell in the other three countries.

With respect to the sectoral distribution of
poverty, Table 5 shows that both the incidence
and depth of poverty are higher in rural as
opposed to urban areas. Using the most recent
data for each country, the ratio of rural to
urban poverty for the headcount index ranges
from a low of 1.8 (Jordan) to a high of 3.9
(Tunisia). Ratios of rural to urban poverty for
the poverty gap measure are similar, ranging
from 2.3 (Egypt) to 4.4 (Tunisia). On the basis
of these numbers, poverty in the MENA region
appears to be primarily a rural phenomenon.

Table 6 shows how real mean per capita
survey expenditures changed in the five study
countries. Despite a number of missing values,
the results are generally consistent with the
poverty trends reported above. For instance,
during the period when the overall headcount
index of poverty rose in Jordan, the level of real
mean per capita expenditures fell by a large
32%. These findings suggest that rising poverty
in Jordan was at least partly caused by falling
household expenditures. By contrast, real mean
per capita expenditures rose by 21% in Mo-
rocco, and by 10% in Tunisia and Iran. In these
three countries, rising household expenditures
apparently led to declining rates of poverty.

The figures in Table 6 for Egypt are puzzling.
Between 1980-81 and 1999-2000 real mean per
capita expenditures as measured by the house-
hold surveys fell by 14% and 31% in urban and
rural Egypt, respectively. In most cases, such
large declines in mean household expenditures
would lead to increases in poverty. >* While

Table 6 shows that the incidence of poverty
did rise in rural Egypt, poverty actually fell in
urban Egypt and overall.

Table 7 presents average annual rates of real
GDP growth in the five countries, as well as
changes in real GDP per capita between survey
years. In general, the results confirm the general
trends in survey expenditure and poverty. In
Jordan, for example, the 32% decline in real
mean survey expenditures between 1986-87 and
1997 is validated by a decline in real GDP per
capita of 19%. * In Morocco, real GDP per
capita rose nearly 20% between 1984-85 and
1998-99, closely tracking the increase in real
mean survey expenditures of 19%. Tunisia ex-
perienced a 11% increase in real per capita
GDP during 1985-95, which was quite consis-
tent with its 10% increase in real mean survey
expenditures, and in Iran GDP per capita grew
at an average rate of 2.7% between 1990 and
1998 while mean survey expenditures grew at
an average annual rate of 1.9%.

The results for Egypt in Table 7 are again
puzzling. During the same interval (1981-82 to
1999-2000) in which real mean expenditures for
rural and urban households declined by 14%
and 31%, respectively, real GDP per capita for
the country as a whole reportedly increased by
54%! Thus the trends in GDP per capita are
more consistent with the recorded poverty
trends than with trends in mean household
expenditure. While there is no need for growth
in real mean per capita expenditures—as mea-
sured by the various household surveys—to
perfectly track real per capita GDP growth at
the national level, in general such large dis-
crepancies are not to be expected (Dollar &
Kray, 2001). In the case of Egypt, the reasons
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Table 5. Incidence of poverty in Egypt, Jordan, Morocco, Tunisia and Iran 1981-82 to 1999-2000*

Country and Urban Rural Overall
survey year Headcount Poverty gap Headcount Poverty gap Headcount Poverty gap
index (%) index (%) index (%) index (%) index (%) index (%)
Egypt
1981-82 18.2 3.5 16.1 3.1 17.2 NA
1990-91 20.3 43 28.6 4.5 25.0 NA
1995-96 22.5 4.9 233 4.3 22.9 NA
1997 22.5 5.6 243 6.4 26.5 6.7
1999-2000 9.2 1.7 22.1 39 16.7 3.0
Jordan
1986-87 2.6 NA 44 NA 3.0 0.3
1992 12.4 3.1 21.1 5.1 14.4 3.6
1997 10.0 2.1 18.2 4.0 11.7 2.5
Morocco
1984-85 17.3 NA 32.6 NA 26.0 NA
1990-91 7.6 1.5 18.0 3.8 13.1 2.7
1998-99 12.0 2.5 27.2 6.7 19.0 4.4
Tunisia
1985 4.6 NA 19.1 NA 11.2 NA
1990 3.5 0.7 13.1 32 7.4 1.7
1995 3.6 0.7 13.9 3.1 7.6 1.6
Iran
1986 20.9 6.9 34.9 12.0 27.3 9.2
1990 22.5 6.2 30.6 10.5 26.0 8.0
1994 17.0 4.3 27.7 8.2 21.3 5.9
1998 14.2 3.7 31.7 10.3 20.9 6.2

Sources: Egypt: Calculations from 1981-82 to 1995-96 Surveys in Institute of National Planning (1996), Table 2.7;
Calculations from 1997 Survey in Adams (2000), Table 4, p. 263. 1999-2000 data from World Bank (2002b), Table
A2.1; Jordan: Calculations from 1986 to 87 Survey in World Bank (1994a), Table 3.9. Calculations from 1992 and
1997 Surveys in Shaban, Abu-Ghaida, and al-Naimat (2001), Table Al11.1a; Morocco: Calculations from 1984-85
and 1990-91 Surveys in World Bank (1994b), Vol. II, Table 6. Calculations from 1998-99 Survey in World Bank
(2001), Vol. II, Tables 5, 6; Tunisia: Calculations from 1985 and 1990 Surveys in World Bank (1995b), Vol. I, Tables
II.1 and II.3. Calculations from 1995 Survey in World Bank (2000), Vol. I, Table 1; Iran: Calculations from all

surveys in World Bank (2002c), Tables 1.1 and 1.2.
#NA is not available.

for this large discrepancy between household
survey expenditures and GDP growth figures
merit further examination.

Table 8 shows how income distribution
changed over time in the five countries. Despite
several missing values, the table underscores the
point that income inequality in the MENA re-
gion is relatively low. While overall Gini coeffi-
cients of inequality in the table range from 0.345
to 0.470, Gini coefficients for a sample of 12
Latin American countries varied from 0.440 to
0.610 during the same period (Wodon, 2000,
Table 2.2). Moreover, changes in the overall
Gini coefficients in Table 8 are consistent with
the poverty trends reported above. For example,

in Morocco the lack of change in the overall
Gini coefficient means that falling poverty is
mainly the result of the 21% increase in real
mean per capita expenditures. In Iran, however,
falling poverty seems to have been caused by
both a large, 7.1% decrease in the overall Gini
and a 10% rise in real mean per capita expen-
ditures. In Egypt (especially urban Egypt) there
is a confounding set of numbers. In urban Egypt
there is falling poverty with decreasing real
mean per capita exgenditures and a 8.3% in-
crease in the Gini.

Table 1 of the paper showed that one im-
portant characteristic of the MENA region was
the rising share of income accruing to the
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Table 6. Levels of real mean per capita survey expenditures in Egypt, Jordan, Morocco, Tunisia and Iran, 1981-82 to

1999-2000*

Country and survey year Urban Rural Overall
Egypt (constant 1990-91 LE/capitalyear)

1981-82 1,106 733 NA

1990-91 1,088 724 NA

1995-96 1,001 638 NA

1997 NA NA NA

1999-2000 958 507 NA
Percentage change (-14.4) (=30.8) -
Jordan (constant 1997 JD/capita/year)

1986-87 NA NA 1,115

1992 NA NA 821

1997 NA NA 762
Percentage change - - (-31.7)
Morocco (constant 1991 DH/capita/year)

1984-85 NA NA 4,863

1990-91 9,224 4,623 6,780

1998-99 7,543 3,942 5,890
Percentage change (-18.3) (—14.8) +21.1
Tunisia (constant 1995 TD/capital/year)

1985 NA NA 881

1990 NA NA 947

1995 NA NA 966
Percent change NA NA +9.6
Iran (constant 2000 RL/capita/day)

1986 13,434 7,848 10,875

1990 11,408 8,954 10,365

1994 12,609 8,844 11,346

1998 13,847 8,615 11,984
Percent change +3.1 +9.8 +10.2

Sources: Egypt: Data from Institute of National Planning (1996), Table 2.7. 1999-2000 data from Heba El-Laithy
(private correspondence, January 2003); Jordan: Data from World Bank (1994a), Table 3.6, and converted into real
1997 JD, and Shaban et al. (2001), Table 3; Morocco: Data from World Bank (1994b), Vol. 11, Table 2 and converted
into real 1991 DH, and World Bank (2001), Vol. 1, Table 3; Tunisia: Data from World Bank (2000), Vol. I, Table 2
and converted into real 1995 JD; Iran: All data from Claus Astrup (private correspondence, January 2003).

4NA is not available. In 1999, 1 Egyptian pound (LE) =US$0.295; In 1999, 1 Jordanian dinar (JD)=US$1.410; In
1999, 1 Moroccan dirham (DH)=US$0.102; In 1999, 1 Tunisian dinar (TD)=US$0.84; In 1999, 1 Iranian rial

(RL)=USS$0.00012.

poorest segment of the population. To elabo-
rate upon this point, Table 9 shows the evolu-
tion of the income share accruing to the bottom
quintile group in the five countries. The
household survey data are broadly consistent
with the aggregate trends reported in Table
1. %° Egypt and Jordan show a decline in the

share of survey expenditures going to the bot-
tom quintile, consistent with an observed in-
crease in income inequality. Morocco, Tunisia,
and Iran show an increase in the share of sur-
vey expenditures going to the bottom quintile.

It is possible to extend this analysis of
the effect of economic growth and income
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Table 7. Average annual growth rates of real GDP in Egypt, Jordan, Morocco, Tunisia and Iran, 1980-99

Country Average annual growth rates (percentage) Annual growth rate of real GDP per
capita between survey years
1980-84  1985-89  1990-94 1995-99  Overall Country/period Rate

Egypt Egypt
Real GDP 7.46 3.94 3.12 5.48 5.00 1981-82 to 1990-91 2.99
Real per 4.87 1.48 0.97 3.59 2.73 1990-91 to 1995-96 2.70
capita GDP 1995-96 to 1999-2000 3.50

Jordan Jordan
Real GDP 5.67 (-1.22) 5.28 2.24 2.99 198687 to 1992 (-3.07)
Real per 1.75 (-4.83) (-0.41) (-0.86) (-1.09) 1992-97 (-0.49)
capita GDP

Morocco Morocco
Real GDP 1.84 3.82 3.06 1.94 2.66 1984-85 to 1990-91 2.73
Real per (-0.37) 1.69 1.14 0.21 0.67 1990-91 to 1998-99 0.37
capita GDP

Tunisia Tunisia
Real GDP 4.57 2.54 5.03 5.17 4.33 1985-90 0.10
Real per 2.06 0.09 2.97 3.78 2.22 1990-95 2.06
capita GDP

Iran Iran
Real GDP 2.52 (-1.44) 6.18 3.26 2.63 1986-90 (-2.36)
Real per (-1.12)  (-4.56) 4.38 1.64 0.09 1990-94 4.38
capita GDP 1994-98 1.30

Sources: GDP growth rates from International Monetary Fund, International financial statistics yearbook (various
issues). Population growth rates from World Bank (2003), Sima database.

distribution on poverty by decomposing chan-
ges in poverty into three components: a growth
component (that is, changes in expenditures), a
redistribution component (that is, changes in
the distribution of expenditures) and a residual.
Following Ravallion and Datt (1991), the
change in poverty (P,) in year ¢ can be expressed
as

Py, :Pa(z/Mtth)y (2)

where z is the poverty line, M, is mean per
capita expenditure and D, is the distribution of
per capita expenditure. For Egypt, for example,
the overall change in poverty (P,) between
1981-82 and 1995-96 can be written as

P,os — Pusi = G(81,96;r)

(Growth Component)
+ D(81,96;r)
(Redistribution Component)
+ R(81,96;r). (3)
(Residual)
Table 10 shows the results of such a decom-
position for the four countries for which data

exist: Egypt (until 1995/96), Jordan, Morocco
and Iran. For all of the countries except Iran,
the change in the growth component was far
more important than the change in the redis-
tribution component in determining total
changes in poverty. This confirms the obser-
vations made above. While in Iran the Gini
coefficient of inequality declined by a large
7.1% during the survey period, in both Jordan
and Morocco the Gini coefficient was fairly
constant. Thus, in both Jordan and Morocco
changes in poverty were caused more by
changes in the growth component, that is,
changes in mean per capita expenditures. In
Egypt, changes in mean per capita expenditure
also explain most of the increase in poverty
during 1981-82 to 1995-96, >’ but the redistri-
bution component for rural Egypt is larger
than in other cases. This means that both re-
ductions in mean per capita expenditure and
increases in income inequality contributed to
the rise in rural poverty in Egypt.

The country studies also provide some sup-
port for our econometric findings regarding the
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Table 8. Distribution of per capita expenditures in Egypt, Jordan, Morocco, Tunisia and Iran, 1981-82 to 1999-2000*

Country and survey year

Gini coefficient of per capita expenditure

Urban Rural Overall

Egypt

1981-82 0.322 0.275 NA

1990-91 0.340 0.360 NA

1995-96 0.331 0.235 0.345

1997 0.385 0.321 0.350

1999-2000 0.349 0.233 0.378
Jordan

1986-87 0.362 0.319 0.361

1992 0.406 0.330 0.400

1997 0.371 0.305 0.364
Morocco

1984-85 0.405 0.317 0.397

1990-91 0.377 0.312 0.393

1998-99 0.377 0.316 0.395
Tunisia

1985 NA NA 0.430

1990 NA NA 0.400

1995 NA NA NA
Iran

1986 0.451 0.403 0.470

1990 0.415 0.423 0.434

1994 0.410 0.393 0.430

1998 0.413 0.413 0.437

Sources: Egypt: Calculations from 1981-82 to 1995-1996 Surveys in Institute of National Planning (1996), Table 4.5.
Calculations from 1997 Survey in Adams (2000), Table 7. 1999-2000 data from Heba El-Laithy (private corre-
spondence, January 2003); Jordan: Calculations from 1986-87 Survey in World Bank (1994a), Table 3.8. Calcula-
tions from 1992 and 19977 Surveys provided by Shaban ez al. (2001, private correspondence); Morocco: Calculations
from 1984-85 Survey in World Bank (1994a), 1990-91 and 1998-99 Surveys in World Bank (2001), Vol. 1, Table 3;
Tunisia: Calculations from 1985 and 1990 Surveys in World Bank (1995b), Vol. 1, 8; Iran: Calculations from all

surveys in World Bank (2002c), Table 1.3.
#NA is not available.

role of international migration and remittances
in poverty reduction. Official remittance data
expressed in real terms for Egypt, Jordan,
Morocco and Tunisia are presented in Table
11. In general, these data reflect the patterns of
migration and the volatility of remittance in-
come described in Section 1. While Morocco
and Tunisia have experienced steady real
growth in remittances deriving mainly from
migration to Europe, Jordan and Egypt have
experienced a ““boom and bust” cycle, deriving
from volatility in the price of oil and changing
migratory opportunities in the Persian Gulf.
Comparing the level of official international
remittances from the two years immediately

preceding the end of the oil price bubble (1984—
85) with those of 1999-2000 we find that the
level of real remittances to Morocco and Tu-
nisia increased at an average annual rate of
2.2% and 2.9%, respectively, while the level of
real remittances has fallen in Egypt and Jordan
at an average annual rate of —4.2% and —0.3%,
respectively.

Comparing the international remittance data
in Table 11 with the poverty trends in Table 5
shows that the rapid increase in remittance in-
come coincided with substantial reductions in
the poverty headcount in both Morocco and
Tunisia. Moreover, the rates of growth of re-
mittance income substantially exceeded those



Table 9. Distribution of survey expenditures going to lowest quintile group in Egypt, Jordan, Morocco, Tunisia and Iran

Percentage of total per capita expenditures going to lowest quintile group in

1981-82  1995-96 1997  1999-2000 1986-87 1992 1997 1984-85 1990-91 199899 1985 1990 1995 1986 1990 1994 1998

Egypt
Urban 8.4 8.4 5.4 NA
Rural 10.2 11.3 6.6 NA

Jordan
Overall 7.3 6.0 NA

Morocco
Overall 8.3 9.3 9.1

Tunisia
Overall 6.7 7.2 7.8

Iran
Urban 47 58 6.1 58
Rural 58 53 63 58
Overall 45 52 55 52

Sources: Egypt: Calculations from 1981-82 to 1997 Surveys in Adams (2000), Table 7; Jordan: Calculations from 1986-87 and 1992 Surveys in World Bank (1994a), Vol.
1, Table 3.7; Morocco: Calculations from 1984-85 to 1998-99 Surveys in World Bank (2001), Vol. 1, Table 3; Tunisia: Calculations from 1985 to 1995 Surveys in World
Bank (2000), Vol. 1, Table 2; Iran: Calculations from data supplied by Claus Astrup (private correspondence, January 2003).
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Table 10. Decomposition of changes in poverty into growth and redistribution components for Egypt, Jordan, Morocco

and Iran
Country and years Growth Redistribution Residual (%) Total change in headcount
component (%) component (%) index of poverty (%)

Egypt, 1981-82 to 1995-96

Urban +5.8 -1.9 +0.4 +4.3

Rural +5.0 +3.9 -0.7 +8.2
Jordan, 1986-87 to 1997

Overall +9.1 -14 +1.0 +8.7
Morocco, 1984-85 to 1998-99

Overall =7.7 +0.9 -0.2 =7.0
Iran, 1986-1998

Overall -3.8 -2.3 -0.3 -6.4

Source: Calculated by authors.

Table 11. Official International remittances received, in Egypt, Jordan, Morocco and Tunisia, 1981-2000 (in millions
of US dollars; real terms)

Year Egypt Jordan Morocco Tunisia
1981 3,101 1,466 1,440 507
1982 3,885 1,708 1,214 532
1983 5,608 1,696 1,311 514
1984 5,812 1,812 1,278 465
1985 4,548 1,447 1,369 383
1986 3,484 1,644 1,943 502
1987 4,830 1,257 2,127 651
1988 4,857 1,153 1,678 701
1989 5,229 770 1,642 600
1990 6,446 659 2,339 642
1991 4,536 501 2,226 587
1992 6,629 916 2,356 576
1993 5,974 1,097 2,006 470
1994 3,775 1,123 1,878 646
1995 3,226 1,244 1,970 680
1996 3,018 1,500 2,103 715
1997 3,509 1,571 1,797 650
1998 3,150 1,442 1,879 671
1999 2,959 1,522 1,772 696
2000 2,523 1,601 1,912 619
Average annual percentage (-2.2) (-0.4) +2.0 +1.5

change, 1981-83 to 1998-2000

Notes: Real figures calculated by deflating nominal figures by US Consumer Price Index (1995 =100). Data record
only those international remittances which enter the official banking system.
Sources: International Monetary Fund, Balance of Payements Statistics Yearbook (various issues).

of mean household expenditure and per capita
GDP in both countries. The rapid increase in
remittances also coincided with an increase in
the share of total income accruing to the
poorest quintile of the income distribution.

In the case of Jordan the impact of the 1991
Gulf War on remittances and poverty reduction
is particularly notable. Between 1986-87 and
1992 the overall poverty headcount in Jordan
increased by 477%; remittances in real terms
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fell by 37% and mean per capita survey ex-
penditures declined by 26%. During 1992-97
the poverty headcount in Jordan declined by
19% and mean survey expenditures fell by 8%;
on the other hand, remittances in real terms
increased by a large 71%.

While the volatility of remittance income
has been less dramatic in Egypt than in Jor-
dan, it still shows the effect of the post-1985
decline in oil prices and the shift in migration
policy in many Gulf states away from tradi-
tional Arab sources (such as Egypt, Jordan)
toward South Asian countries (like Sri Lanka,
Bangladesh). In Egypt international remit-
tances in real terms peaked during 1990-92
(Table 11). Between 1992-93 and 1999-2000,
however, real remittances declined by 56%.
This pattern of declining real remittances is
roughly consistent with the data on falling
mean per capita expenditures in Egypt as well
as increasing rates of overall poverty in that
country between 1990-91 and 1997. But, the
large decline in overall poverty recorded in the
1999-2000 Egyptian survey clearly cannot be
attributed to an increase in real remittance
income. In the case of Egypt, we are again left
puzzled by a set of apparently contradictory
trends.

6. CONCLUSION

This paper has used aggregate, crosscountry
data and the results of household budget sur-
veys to analyze trends in poverty, inequality
and economic growth in a selection of MENA
countries. It has four broad findings.

First, compared to other regions of the de-
veloping world, the MENA region has an un-
usually low rate of poverty. At present, MENA
has the lowest incidence of poverty of any re-
gion in the developing world. Only 2% of the
people in MENA live below the international
poverty standard of $1.00 per person per day.
This success at poverty reduction can be cred-
ited primarily to the rapid growth of income in
the region prior to 1985, but MENA has been
able to avoid a large increase in poverty despite
15 years of low economic growth.

Second, compared to other developing areas,
during the last 20 years the Middle East region
has become one of the most equal in terms of
income distribution. At the same time, the re-
gion has had an increasing share of income
going to the poorest quintile of the population.
Crosscountry work on other developing coun-
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tries has found that low-inequality countries
are more effective at reducing poverty than
high-inequality countries (Ravallion, 1997).
This helps to explain how the MENA region
can have low poverty despite very low rates of
GDP growth over the last two decades. Because
they have low initial levels of income inequal-
ity, countries in the MENA region do not need
high rates of economic growth to keep poverty
in check.

Third, this paper has examined two rea-
sons—international migration/remittances and
government employment—for MENAs unique
pattern of low poverty and low inequality. The
crosscountry regressions estimated here have
shown that both international remittances and
government employment have a negative and
statistically significant impact upon both the
level and the depth of poverty in the MENA
region. With respect to remittances, on aver-
age, a 10-percentage point increase in the share
of remittances in GDP will reduce the poverty
headcount ($1.00 per person per day) by
5.7% in the MENA region. With respect to
government employment, on average, a 10-
percentage point increase in the share of gov-
ernment employment in total employment will
reduce the poverty headcount by 6.2%. Despite
a record of low economic growth since the
1980s, the twin forces of international remit-
tances and government employment have
helped the MENA region preserve its enviable
record of low-poverty and low-income in-
equality.

Fourth, the mixed results of the country case
studies emphasize the diversity of contempo-
rary experiences with poverty reduction in
MENA. In Jordan a major macroeconomic
adjustment in the early 1990s led to a sub-
stantial increase in poverty that has not yet
been reversed. In Egypt rising GDP growth
has been associated with declining mean survey
expenditures, increasing rural (but not urban)
poverty and a declining share of income ac-
cruing to the poorest quintile of the rural and
urban population. In Morocco and Tunisia
rising mean survey expenditures and relatively
steady rates of income inequality have led to
reductions in poverty, but more strongly in
Morocco than in Tunisia. Changes in the
pattern of international remittances—declining
in Egypt and Jordan and growing in the
Maghreb (Morocco and Tunisia)—may be
partly responsible for these different poverty
outcomes. But more work is needed to clarify
these issues.
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NOTES

1. In this paper we define the low- and middle-income
countries of the MENA region as those for which we
have poverty, inequality and economic growth data.
That set of MENA countries includes seven: Algeria,
Egypt, Iran, Jordan, Morocco, Tunisia and Yemen. Due
to their fundamentally different level of development, we
omit the Gulf Cooperation Council Countries—Saudi
Arabia, Kuwait, Oman, Bahrain, Qatar and the United
Arab Emirates—from this analysis.

2. If we shift our attention to an international standard
of $2.00 per person per day, which may be more
appropriate for MENA’s average level of per capita
income, MENA still remains a low poverty region (see
World Bank, 2001, Table 1.1).

3. In the country-case studies in Section 4, the focus is
on examining changes in poverty and inequality over
time. Since there are no detailed poverty and inequality
data for Algeria and Yemen in the 1980s, we were forced
to exclude these countries in the case studies.

4. The 1997 Egypt household survey was not done by
the Egyptian Central Agency for Public Mobilization
and Statistics; rather, it was conducted by the Interna-
tional Food Policy Research Institute, together with the
Egyptian Ministry of Agriculture and the Egyptian
Ministry of Trade and Supply. The 1997 Jordan
household survey was conducted by the Jordan Depart-
ment of Statistics.

5. Among economists in the MENA region, there is
considerable debate about the quality of poverty data
produced in the MENA. This concern is certainly not
limited to MENA; in all other regions of the developing
world there is an on-going debate about the accuracy of
poverty figures produced by government offices and
international agencies. Despite these concerns, we be-
lieve that the poverty and inequality data used in this
paper are the best that are currently available for the
MENA region. For earlier reviews of poverty and
inequality in a broad range of MENA countries, see El-
Ghonemy (1998), and United Nations Development
Program (2002).

6. The poverty line used in this paper is set at $1.08 per
person per day, measured in 1993 PPP rates. This line is
equivalent to the $1.00 per person per day poverty line,
measured in 1985 PPP rates, used by Squire (1993) and
Ravallion and Chen (1997). For the purposes of
simplicity, we will call this $1.08 person/day poverty
line the $1.00 person/day poverty line.

7. In calculating PPP values, the comparison of local
costs with US costs is done using conversion estimates
produced by the World Bank.

8. For more on this point, see Ravallion (1995) and
Bruno, Ravallion, and Squire (1998).

9. Despite the growing importance of international
migration, there has been relatively little work on the
impact of remittances on poverty in developing coun-
tries. For an early study of the impact of international
remittances on poverty in one MENA country (rural
Egypt), see Adams (1991).

10. These percentage figures are calculated from the
1997 household surveys conducted in Egypt and Jordan.

11. In the past, other researchers have built such data
sets to examine the relationship between growth, poverty
and inequality see, for example, Deininger and Squire
(1996) and Ravallion and Chen (1997).

12.  Unfortunately, it proved impossible to find gov-
ernment employment figures for all 50 countries. The
data set therefore includes figures on government
employment in only 32 of the 50 countries.

13.  The full list of these 157 countries appears in World
Bank (2001, p. 334).

14. A recent IMF study (El-Qorchi, Maimbo, &
Wilson, 2002) estimated that informal transfers of
remittance monies in the developing world in the year
2000 could amount to $10 billion per annum.

15. Asin Table 1, all of the poverty lines in the table in
the Appendix A are international poverty lines, set at
estimates of $1.08 per person per day in 1993 PPP
exchange rates.

16. See, for example, Birdsall and Londono (1997) and
Ravallion (1997).

17.  According to Deininger and Squire (1996, p. 587),
GDP per capita increased by 26% in the developing
world during 1985-95, while Gini coefficients in the
world changed by only 0.28 percentage points per year
over the same period. Dollar and Kray (2001) also found
no statistically significant relationship between the Gini
coefficient and measures of structural reform such as
trade openness. These results are consistent with other
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findings that Gini coefficients (and levels of income
inequality) tend to be relatively stable over time and
invariant to measures of growth or structural reform.

18. Since in most cases we do not have access to the
household survey data, it is impossible to report the
usual diagnostic statistics for most of the results in this
section of the paper.

19. There are at least three reasons for using expendi-
ture—rather than income—data for analyzing these
household surveys. First, many analysts believe that
people are more willing to report their patterns of
expenditures rather than their sources of income. Sec-
ond, since people use savings to smooth fluctuations in
income, it is generally believed that expenditures provide
a more accurate measure of an individual’s welfare over
time. Third, expenditures are often easier to measure
than income because of the difficulties of defining and
measuring income for the self-employed in agriculture
who form a large proportion of the labor force in
developing economies.

20. In Egypt (1995-96) minimum food requirements
equal the cost of the diet per adult equivalent unit to
yield an energy intake of 2,200 calories per day; in
Morocco (1998-99) minimum food requirements are
costed to yield an energy intake of 2,000 calories per day;
and in Tunisia (1995) minimum food requirements are
costed to yield an energy intake of 2,250 calories per day.

21. For each survey year, minimum nonfood expendi-
tures were calculated by estimating the following food-
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share demand system: w = o + flog(x/z;) + ¢ where w
denotes the budget shares for food, x is the total
household per capita expenditure, z, is the food poverty
line, o« and f are real parameters, and ¢ is the error term.

22. Because the definitions of the minimum basket are
roughly comparable across the MENA countries in the
sample, rough comparisons of poverty incidence can be
made between countries.

23. In theory, poverty could fall even with a declining
level of mean household expenditures, provided that
there was a significant (positive) change in the level of
income distribution.

24. This decline of 19% in real per capita GDP for
Jordan is calculated by using the figures on the right side
of Table 7 to multiply the rates of annual GDP growth
between the survey years times the number of years in
each survey interval.

25. The poverty trends in rural Egypt are more
explicable. Increasing rural poverty in Egypt seems to
be caused by the large, 31% decline in real mean per
capita expenditures.

26. Unfortunately, quintile data are unavailable for
either Jordan in 1997 or for Egypt in 1999-2000.

27. Table 6 shows that the incidence of poverty
increased in both urban and rural Egypt from 1981-82
to 1995-96, only to decline in urban Egypt after that
time.
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APPENDIX A

Summary of data on poverty, remittances
and government employment
(see overleaf’)



Country Survey Region Poverty Poverty Gini Official Official Government
year headcount  gap (%) coeffi- remittances  remittances employment
($1/person/ cient (million $), as share of  as share of
day) 1990 country total
GDP, 1990 employment
Algeria 1988 Middle East, North Africa 1.75 0.64 0.401 352 0.56 17.4
Bangladesh 1988-89 South Asia 33.75 7.72 0.288 761 2.52 NA
Brazil 1989 Latin America 20.8 7.32 0.624 527 0.11 1.2
Bulgaria 1989 Europe, Central Asia 0 0 0.233 0 0 14.9
Cambodia 1997 East Asia 9.96 1.55 0.404 0 0 NA
Chile 1990 Latin America 8.26 2.04 0.561 0 0 2.8
China, PR 1990 East Asia 0.95 0.04 0.335 124 1.03 4.9
Colombia 1988 Latin America 4.47 1.31 0.531 488 1.21 4.6
Costa Rica 1990 Latin America 11.08 4.19 0.456 192 3.36 NA
Czech Republic 1988 Europe, Central Asia 0 0 0.194 277 0.79 NA
Dom. Republic 1989 Latin America 7.73 1.51 0.504 315 4.45 NA
Ecuador 1988 Latin America 24.85 10.21 0.439 107 0.03 11.1
Egypt 1991 Middle East, North Africa 3.97 0.53 0.34 4,284 9.93 22.3
El Salvador 1989 Latin America 25.49 13.72 0.489 357 7.42 4.5
Ethiopia 1995 Sub-Saharan Africa 31.25 7.95 0.399 0 0 NA
Ghana 1989 Sub-Saharan Africa 50.44 17.71 0.359 0 0 3.6
Guatemala 1989 Latin America 39.81 19.79 0.596 107 1.39 NA
Honduras 1989 Latin America 44.67 20.65 0.595 50 1.64 5.9
Hungary 1989 Europe, Central Asia 0 0 0.233 787 2.38 NA
India 1990 South Asia 45.95 12.63 0.312 2,584 0.81 3.2
Indonesia 1987 East Asia 28.08 6.08 0.33 418 0.36 4.6
Iran 1990 Middle East, North Africa 0.9 8 0.434 2,500 2.07 NA
Jamaica 1990 Latin America 0.62 0.03 0.418 315 7.4 NA
Jordan 1992 Middle East, North Africa 0.55 0.12 0.434 499 12.43 12.9
Kenya 1992 Sub-Saharan Africa 33.54 12.82 0.575 0 0 6.8
Latvia 1988 Europe, Central Asia 0 0 0.225 0 0 NA
Lithuania 1988 Europe, Central Asia 0 0 0.225 0 0 17.6
Mexico 1989 Latin America 16.2 5.63 0.551 2,492 0.94 3.5
Morocco 1990 Middle East, North Africa 0.14 0.02 0.392 2,006 7.76 7
Nepal 1985 South Asia 35.76 8.68 0.334 67 1.68 NA
Nicaragua 1993 Latin America 47.94 20.4 0.503 202 20.01 NA
Pakistan 1990-91 South Asia 47.76 14.57 0.332 1,997 4.99 4.2
Panama 1989 Latin America 16.57 7.84 0.565 18 0.33 3
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Country Survey Region Poverty Poverty Gini Official Official Government
year headcount gap (%) coeffi- remittances remittances employment
($1-person/day) cient (million §), as share of as share of
1990 country total
GDP, 1990 employment
Peru 1985 Latin America 1.14 0.29 0.457 247 0.94 4.9
Philippines 1988 East Asia 18.28 3.59 0.407 262 0.59 5.8
Poland 1990 Europe, Central 0.08 0.03 0.282 2,511 4.25 NA
Asia
Romania 1989 Europe, Central 0 0 0.233 106 0.27 NA
Asia
Russian Fed 1988 Europe, Central 0 0 0.23 0 0 18.6
Asia
Senegal 1991 Sub-Saharan Africa 45.38 19.95 0.541 91 1.59 2
Sierra Leone 1989 Sub-Saharan Africa 56.81 40.45 0.628 7 1.07 17.1
Sri Lanka 1990 South Asia 3.82 0.67 0.301 574 7.14 15.9
Tanzania 1991 Sub-Saharan Africa 48.54 24.42 0.59 184 4.32 2.7
Thailand 1988 East Asia 2591 7.36 0.438 278 0.32 5.4
Trinidad, Tobago 1992 Latin America 12.36 3.48 NA 25 0.49 6.4
Tunisia 1990 Middle East, North 1.26 0.33 0.402 599 4.87 11.8
Africa
Turkey 1987 Europe, Central 1.49 0.36 0.435 3,246 2.15 7
Asia
Uganda 1989 Sub-Saharan Africa 39.17 14.99 0.443 0 0 NA
Venezuela 1989 Latin America 8.49 1.77 0.557 432 0.88 3.1
Yemen 1992 Middle East, North 5.07 0.93 0.394 1,498 31.02 NA
Africa
Zimbabwe 1990-91 Sub-Saharan Africa 35.95 11.39 0.568 204 2.32 NA

All poverty data from household budget surveys conducted in individual countries, and reported in World Bank, Global Poverty Monitoring database. Government
employment data from World Bank (2003), Sigma database. Remittance figures from IMF, Balance of Payments Yearbook (1993), and GDP data from World Bank
(2003), Sima database. Government employment figures from Schiavo-Campo, Tommaso, and Mukherjee (1997) and World Bank (1995a). NA is not available.
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