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On September 2000, the United Nations Millenniurm8ut approved a wide-ranging agenda
for reducing poverty and improving quality of live$hat agenda was embedded in the
framework of the Millennium Development Goals (MDGBlost of these development goals
need to be achieved by 2015, using 1990 as thengtdrenchmark. For each of these goals
more specific targets and indicators have beenndefiIn trying to achieve those goals,
developing countries have very different startimyngs, both initial conditions and historical

experience. Also, the advance towards these gaade she 1990 benchmark and the 2000
Summit has been very uneven

This country report aims primarily at assessingetigyment strategies to achieve the Millennium
Development Goals (MDGSs) in Egypt. It representsomponent of a larger regional research
project directed to evaluate development strateigieschieve the MDGs in the Arab Countries,
and which has been coordinated and sponsored byPUREgional Bureau of Arab States, the
United Nations Department of Economic and Socidhifg (UN-DESA) and the World Bank.
This project adopts a macro-micro analytical apgno assess the impact of alternative MDG
development strategies. On the macro level, thgegraelies on a model for economy-wide,
country-level analysis of medium and long-term digweent policies, including strategies for —
indirectly- reducing poverty and —directly- achi@yithe MDGs. In the core of this macro analysis
lays the Maquette for Millennium Development Goah@ations (MAMS) which is an extended
issue-oriented dynamic economy-wide model capdidmalyzing strategies to achieve the MDGs
(Lofgren and Diaz-Bonilla, 2009). The database AM& is dependent on a consistent and
comprehensive economy-wide accounting frameworledasn the social accounting matrix
principles. A social accounting matrix (or simphSaM) is designed to identify the interactions
among economic subsystems, and capture the conaptéeof income flows within the economy,
at a specific point of time (generally one yearn @e micro level, a micro simulation
methodology is particularly designed to transldie thanges at the economy-wide level to
resulting impact on the distribution of income gmalerty. It captures the mechanism by which
economy-wide shocks and variables work their wagutph the economy and affect the income
and spending behaviour of households. This “madgooehmechanism depends on tracking the
functioning of factor and commodity markets, thames in prices and wage rates and then the
employment performance (UNDP-RBAS, UN-DESADPAD &g, 2006).

After an introductory part, section Il providesreebexposition of the Egyptian economy focusing

on its recent reforms, macroeconomic policies dkasdts current and future challenges. It turns
— in section 1l - to the current status of MDG Igoand whether or not Egypt is on the road to
achieve these goals by 2015. In section IV, a sesgecific analysis focusing on the targets
associated with MDG2, MDG4, MDG5 and MDG7a, b issented. The prime objective of this

sector analysis is to come out with realistic estew of the factors affecting the above four MDGs.
Such analysis should ideally take into accountrédseilts of empirical studies on education and
health determinants focusing primarily on Egypt atfter similar countries as well as recent and
future public policy regarding education and headpecially the ones which focus on achieving
those four MDGs. This section addresses also therngment of Egypt efforts to achieve these
development objectives up to 2005.



In sections V and VI, the MAMS model was tailored the Egyptian case and used to test
alternative development strategies to achieve tiilermium development goals. In order to
achieve this analytical purpose, the following sablave been accomplished and summarized in
this report; a) construct a social accounting mg®AM) for Egypt - based on the most recent
available socioeconomic data - to form a consisaedtcomprehensive accounting framework for
MAMS, b) collect and organize the non-SAM socioenuit data and indicators such as labour
force and population size in thousands, c) estitha@arameters and technical coefficients needed
to run MAMS and calibrate its base run resultsyaljdate the results of MAMS based on the
recent economic performance of the Egyptian Econaffgcted in its national income accounting
system and finally e) carryout simulation runs ¢éneyate the reference path (or the base scenario)
and assess the impact of alternative strategiesadbieving the MDG goals in the Egyptian
context. In section VII, the outcome of the miciongation is presented and analyzed with the
objective of assessing the impact of the adoptedGM&rategies on poverty and income
distribution. Finally, the last section of this ogpprovides some concluding remarks and policy
recommendations based on the obtained resultsuams . the experience gained from the whole
analytical exercise.



In this section of the report, the macroeconomanc of the Egyptian economy during the last
two decades is briefly outlined. It starts with amposition of the main indicator of
macroeconomic stance that is economic growth amditsarend was shaped by reform attempts.
Then the discussion turns to the conduct of fiacal monetary policy. To complete the picture,
the main foundations of the Egyptian economy siglmeestment and external sector together
with other fundamental indicators such as inflaaod unemployment are presented and discussed.
Finally, recognizing the importance of the recanarcial turmoil and its effect on the global
economy and consequently the Egyptian economylastesubsection briefly examine how the
Egyptian economy was affected by this recent glfibahcial crisis and the measures that were
adopted to stabilize the economy.

21 Economic Growth and Reform

In 1991, after nearly a decade of unsustainabhel ire the government deficit, mounting external
debt, double digit inflation and stagnant economgiowth, the Government of Egypt (GoE)
launched the Economic Reform and Structural AdjestmProgram (ERSAP). ERSAP aimed
primarily at stabilizing the economy through redhgcistructural unemployment, external debt,
inflation, and increasingly negative fiscal andeemél deficits (ERF, 2004). The main objectives of
ERSAP were to eliminate imbalances and distortinrisgypt’'s economy by transforming it to a
market-based economy, and to restore the courdrgdit worthiness. The program comprises
reforms of the public sector, investment policiesternal policies, pricing, monetary and fiscal
reform policies, and social policies (Korayem, 1997

ERSAP was proven to be a success especially orstii@ization front where the program
succeeded in bringing inflation down from an o#lcaverage of more than 20 percent during the
late 1980s to a single digit level in 1994 and ipgtithe government deficit in check to 1
percentage of GDP in FY1997/8 (ERF, 2004). Asslteof these stabilization efforts and a
number of reforms in the real and financial sectiies growth rate of GDP reversed its downward
trend in 1995 to reach its peak at 6.3 percentid$98/9 (Ministry of Foreign Trade).

As typical of most exchange rate-based stabilimgtimgrams, the boom period which was driven
by the demand side, was short-lived and was foliblayea bust as a result of the prone response of
the supply side. Three major external shocks: thet RAsian crisis (1997-1998), the Luxor
massacre (November, 1997), and the sharp declio# pnices (January, 1998) acted as catalysts
for this bust period. As a result of ill governrhesonomic policy in response to these shocks as
well as the global economic recession resultinghftbe events of 9-11 in 2001, the slowdown in
economic growth continued into the new millenniwapproaching 3 percent in FY 2001/2 —the
lowest growth rate in more than a decade (ERF, 20D4e slowdown continued till 2003,
accompanied by rising inflation, high unemploymeatte, widening fiscal deficit and growing
domestic debt. Moreover, economic activity conttht@be constrained by high real interest rates,
poor levels of productivity and competitivenesshartage of foreign currencies, and a depressed
regional and global environment (ERF, 2004). R€2aPGRGDP) growth rate stayed in the 2-3
percent range, which is below the Egyptian econsnpgtential, and almost half of what is
required to provide new job opportunities for thpidly growing labour force.



Table (2.1): Main Macroeconomic Indicators, 1990-207

. Government Trade

Sub-periods (Biﬁ(();nDLPE) Infl(%/t(:;) : Deficit I(r;/:e()sftggr:) Deficit
(% of GDP) (% of GDP)

1990-94 2.28 14.08 7.23 20.14 6.93

1995-99 2.87 6.90 8.18 19.73 7.19

2000-04 3.64 4.69 2.92 17.93 3.95

2005-07 4.37 7.28 2.76 19.32 2.39

Source: International Monetary Fund (IMF), Interoagal Financial Statistics (IFS), July 2008.

A new cabinet was appointed in 2004 to turn arahigifeeble economic performance through a
series of reforms focusing on revitalizing the dypgide of the Egyptian economy through
improving the business climate and implementingd iohde and tax reforms. For example,
September 2004 saw significant tariff reductiond @mnJune 2005 a new tax code was passed that
reduced personal and corporate taxes by 50 pefimstry of Finance, 2007). As a result of
these reform efforts, the level of economic agtiwitnessed a turnaround when GDP real growth
started to show a growing trend and reaching Sdepein FY 2004/5 and mounting to 6.9 percent
in FY 2005/6, and to 7.1 percent in FY 2006/7 (Feg(2.1)). Whereas most of the growth
momentum until 2004 came from the external setherincreased receipts from the recovery of
the tourism sector and the Suez Canal; the groitgh2004 was mainly driven by an upbeat trend
in investment as it is explained next.

Figure (2.1): Real GDP Growth Rate
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Despite this upbeat trend in economic growth inrdeent years, this growth did not translate into
a significant improvement in the welfare of therage Egyptian citizen. Moreover, this growth
did not yet make a dent in poverty. Accordinge latest World Bank report on poverty in Egypt,
poverty affects 40 percentage of the populatiortwBen 2000 and 2005 extreme and absolute
poverty has increased from 16.7 percent to 19.6epérbut near poverty has declined from 26
percent to 21 percent (World Bank, 2007).
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2.2  Fiscal Policy

The Ministry of Finance focuses on the budget itheltides local government and public service
authorities, but it excludes the social insuranoed$ (SIFs) that are included in general
government, whose fiscal deficit was 9 percentdggl@P in 2006 (up from 8.2 percent in 2005).
This deficit declined to 1 percentage of GDP infitst five months of 2007, from 1.9 percent the
previous year; but while too much cannot be madatcd-year numbers (since many items only
appear in the last fiscal quarter), total reverhsg increased in the first five months of 2006 to
8.6 percentage of GDP from 6.5 percent. Main ssuofegovernment revenue are tax receipts,
grants, and other revenue from surpluses, pra#s/ices, and achieved proceeds. Tax receipts,
just over half of total revenue, also increasecyTére composed of income tax, property tax, and
other taxes as shown in the table below.

Table (2.2): Structure of Tax Receipts, FY2002-FY 20y

tems FY02 FY03 FY04 FY05 FY06 | FYO07
% of Total

Income tax 23 23 24 24 26 26
Individuals 8 7 7 7 5 4
Corporates 16 16 17 17 21 22
EGPC 4 3 4 3 13 11
Suez Canal 4 5 6 6 4

CBE 1 1 0 0 0

Other 6 8 7 8 4

Property tax 1 1 1 1 1

VAT 25 26 23 24 19 18
International trade 9 9 8 6 5 5
Other 3 3 3 3 2 2
Total Tax Receipts 100 100 100 100 100 100

Source: World Bank

Government spending also increased but more slo®ty.the plan to reduce the fiscal deficit by
about 1 percentage of GDP in each of the next ywars is attainable. Deep reforms were
undertaken by the government such as the impleshent®me tax reform that enhanced tax
collections as well as possible energy price adjests. The Ministry of Finance had confirmed
that proceeds from income and goods and serviges taave picked up for the FY 2006/2007
beyond their levels in the previous years deshégdte cuts.

Interest on government debt, the second largest, itese significantly to LE 15.3 billion (2.3
percentage of GDP) from LE 9 billion (1.5 perceetag GDP). It may rise further since real
interest rates are now negative, while custom peéave remained constant.

Total public domestic debt including governmenttdebntinues to increase but at a slower pace.
After an increase of almost 21 percent from Jur# 206 June 2005, total domestic debt accounted
for 76.1 percentage of GDP in June 2006, down 8@ percent a year earlier. That is generally
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because Total Domestic Public debt increased by pe2cent in June 2006 compared to the
previous year.

High levels of domestic debt represents a highduah government spending which to an extent
constraint social spending. Government spendingporal benefits had declined from 2.61 percent
in FY 2005 to 1.99 percent in FY 2006.

Total External Public Debt accounts for around Pégcent in June 2006, down from 31.1 percent
a year earlier, mostly because of the governmenttieg to bonds as a source of financing budget
deficit in efforts to avoid exchange rates fludm@d and sustain a non-inflationary way to finance
public debt.

Table (2.3): Domestic and External Public Debt, FYQ01-FY2006

FYO1 FY02 FY03 FYo4 FYO05 FY06
Weight of External Debt
with respect to GDP (%) 29.4 34.0 411 39.0 31.1 27.4
Weight of Domestic Debt
with respect to GDP (%) 62.9 71.3 77.4 80.0 87.1 76.1

Source: Ministry of Finance.

According to the above table, theoretically speglgypt is not a highly indebted country. Also,
the external debt as a ratio of GDP is quite mod@&siis gives Egypt lots of leeway to use debt
financing especially external financing to finanb&GD-related investment. Nevertheless,
authority in Egypt has decided to put stringentric®ns on external borrowing to limit exchange
rate risk associated with external borrowing. Ties led to an upward trend in the domestic
borrowing which has increase in absolute as welha®lative terms. This increasing size of
domestic debt caused the rise of calls to work plaato limit the expansion in the domestic debt.

2.3 Monetary Policy

Before the launching of ERSAP, monetary policy exaffl from fiscal dominance where GoE
depended to a large extent on seigniorage to fenbadget deficit creating continuous inflationary
pressure resulted in chronic inflation throughbet 1980s. To rectify this situation, ERSAP had in
its core an exchange rate-based stabilization coemtavhere CBE adopted the nominal exchange
rate as its nominal anchor. As a result of fisistipline and effective coordination between the
fiscal and the monetary policy, inflation, as ireded earlier, went down from more than 20 percent
in 1989 to a mere 8 percent in 1994.

Despite the positive inflation differential betwelggypt and major trading partners throughout the
second half of the 1990s, the nominal bilateraharge was kept constant during this period
resulting in an appreciation in the real excharage.r This resulted in a growing exchange rate
pressure which intensified with the three extegmaicks which hit the economy around the end of
the 1990s as explained earlier. Despite this nmuyipressure, GoE resisted the devaluation of the
Egyptian pound by injecting sums from the inteiradi reserves into the foreign exchange market.
As a result, international reserves declined froB$1B billion in 1999 to US$14 billion in the year

2000. Chronic shortages of foreign currencies fbrttee government to announce successive

12



devaluations of the pound between 2000 and 200iE&tsuddenly announced in January 2003 the
free float of the Egyptian currency (see belowdpbl Also, in 2003, Law no 88 was passed,
granting CBE more operational independence andlestag that maintaining price stability is
the prime objective of CBE.

As a result of these series of significant devaaatin the nominal exchange rate, real exchange
rate followed the same path during the 2001-200ib¢he However, with the resurgence of capital
flows and the across the board weakening of thargdolominal exchange rate started to stabilize
in 2004 then appreciate in 2005. This appreciatias continued from 2005 until now at the
background of rising inflation pressures culmingtinto a double digits figure in 2008. Hence,
one can safely claim that the real exchange rat@ppgreciated vis-a-vis the dollar in the last two
years; however, similar assertions for other caresncannot be made.

Table (2.4): Nominal Exchange Rate, June 2000 — Jer2008

June June June | June June June | June June June
2000 2001 2002 | 2003 2004 2005 | 2006 2007 2008

Official
Exchange 3.446 | 3.860 |4.449 | 5195 |6.163 | 6.006 | 5.747 | 5.690 |5.48
Rate (LE/USS$)
Source: Ministry of Finance

According to the Monetary Policy Statement, CBEtéimds to put in place a formal inflation
targeting framework to anchor monetary policy oteefundamental prerequisites are met” (CBE,
2005). Also, this statement has outlined a nurabenonetary tools such as short-term interest,
money supply and banking credit to be used inflagntiation rate. What is still obscure is the
nominal anchor that CBE is currently using as CBiitials were clear that CBE has not yet
adopted inflation targeting.

Many observers believe that currently CBE is tangebominal or real exchange rate. While the
exchange rate regime is described as a float,ailityrethe rates are largely determined by CBE
which acts as a residual buyer of foreign exchalmgaddition, the variation of nominal exchange
rate from the onset of the floatation has beenegsitbdued which is atypical of real floating
exchange rate regime. Recently, with the influixcapital inflows, CBE allowed the pound to
appreciate slightly and gradually to LE 5.5 petatdrom an average of around LE 5.78 in 2005.

Currently, the monetary authority is faced withrifical challenge. As a result of the recent surge
of capital inflows, there is a mounting pressuren@metary aggregates to increase- broad money
(M2) grew at 13.5 percent in 2006 and at 15 pericethie first half of 2007, up from 11.5 percent a
year ago- which put upward pressure on inflationictvhs supposed to be contained by the
monetary authority. Sterilization may not be difecas needed as most of the funds reside in the
banking sector. Besides, higher interest rates dvouhke government borrowing more costly,
increase quasi-budget deficit, depress privatesinvent and finally may attract more, or shift the
composition more toward, hot capital flows whicligoially could destabilize the financial sector.
Nevertheless, CBE raised the overnight lendingdambsit facility interest rates by 50 basis points
in November 2006 and another 25 basis points iredeer to 10.75 percent and 8.75 percent
respectively, but the Monetary Policy Committeetkbpm unchanged when it met on February 1
and March 22 of 2007.
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24. Investment

Most of the recent swings in economic growth enearfadm the variability of investment,
especially from the private sector. Interestingbarting from ERSAP, public investment has been
used to reduce the variability of total investmértyever, it is apparent that the rate of growth in
public investment has followed mostly a downwaeshdr (Figure 2.2) where real growth averaged
a mere 2.1% during the period FY 1993/4-2006/7 @egto 18.6% in the 1970s. Investment
figures reveal that where private real investmenteased by almost 33% in FY 2006/7, real
public investment in electricity, education andltiedropped by 20%, 13% and 35% respectively.
This causes for an alarm as private sector invegtimeither inexistent in the sector as in theecas
of electricity sector or it cannot be extendeddwer different income groups as in case of health
and education sectors. Such a trend may indeesl sigmificant adverse effects on the trickle-
down effect of growth for the most vulnerable g®wab the population and it can also jeopardize
the sustainability of long-term growth (Board oLi$iees of the General Authority for Investment
and Free Zones, 2038)

Figure (2.2) Real Investment, 1991/92-2006/07
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After the success of ERSAP to stabilize the econotmy removal of a number of market
distortions and the implementation of major finahdiberalization, investment picked up starting

! Presumably, this relative decline in the impor&antpublic investment especially in boom periodsilal
negatively affect the path toward achieving MDGy#ds in Egypt. Indeed, as presented in MDG tresedtion, a
number of MDG targets especially in water and sdioih withessed a setback in the last five years..
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from 1994, after reaching an abyss in 1993, driwea noticeable escalation in private investment.
This positive trend in investment continued to rtearend of the 1990s, but as mentioned above,
the three external shocks and ill monetary analfigolicies put a halt on investment after reaching
an apex of more than 22 percentage of GDP in FY6/Z99Stagnation hit investment for three
consecutive years from FY 1998/9 until FY 2000Ent the situation deteriorated even further in
FY 2001/2 where private investment nosedived aodrded a negative real growth of 46 percent
which resulted in a massive decrease in investimgr#3 percent despite government efforts to
salvage investment by increasing its share by 28epe During the following two years (FY
2002/3 and 2003/4), real investment continued tb diaving the economy deeper into the
recession.

With the appointment of a new cabinet in 2004 dedestablishment of the Ministry of Investment
with the prime mandate of encouraging investmedtianproving business climate, major efforts
and a series of reforms have been conducted bytGo&vert this sliding trend in investment.
Indeed, the first year of the new cabinet saw anmapound in investment which increased by 15
percent in real terms guided by a significant iasee of approximately 26 percent in private
investment. This positive trend has continuednduthe following consecutive years (FY 2005/6
and 2006/7) again driven by a healthy 28 percesriage annual real growth in private investment.

A couple of things are worth noting regarding thigrent boom in investment. First, this
positive trend in investment was chiefly owned tmyant private investment where recently,
more than 60 percentage of total investment is ovtodhe private sector. Second, there has
been an uneven distribution of investment acrostose Whereas sectors like manufacturing,
construction and building and internal trade exgrazed more than two digit average growth in
real investment; sectors like mining, agricultunel dealth withessed an average negative real
growth during the recent period.

25 Inflation

Through using nominal exchange rate as a nominethaenand containing the budget deficit,
ERSAP succeeded in curbing in the inflation ratEggpt. Inflation fell from 15.7 percent in 1995
to below 5 percent by the second half of the 19Biggire 3).

By the dawn of the second millennium with the maumpressure on the Egyptian pound and
the rising devaluation expectation as the resulhefpreviously mentioned external shocks and
the failure of GoOE to deal effectively with thed®osks, inflation started to pick up. Further
inflationary pressure came along due to the cormggincrease in prices of imports that
resulted from the decision of GoE to “officiallyloft the Egyptian pound in January 2603
where both the nominal and real effective exchaatgs fell significantly (ERF, 2004).

2 In January 2003, GoE announced the floatatioh@fgyptian pound; however, fearing an upshotirityén
nominal exchange rate, the CBE put a number ofrolnbn the exchange rate market. Consequengigrallel
exchange rate market emerged and over time itdudbviated from the official. It was not untiethppointment
of the new CBE governor Dr. Farouk El Okda in Deben003 that the prices the official and the uof
started to converge.

15



Figure (2.3) Wholesale- and consumer-price inflatio rates, 1991-2007
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Source: International Monetary Fund (IMF), Intefaaal Financial Statistics (IFS), July 2008.

Despite the establishment of a Monetary Policy Cataain 2003 which is in charge of putting in
place a monetary policy with price stability asnitain objective, the Wholesale Price Index (WPI)
rose by 20.5 percent between January and May 20@brapared to 14.8 percent during July-
December 2003. Also, the Consumer Price Index (€€i8H by 4.9 percent on average during the
first half of FY 2004 and reached a peak of 12r¢gm in October 2064World Bank, 2005).

The CPI annual inflation rate dropped to 4.7 pdraedune 2005 from a 9.5 percent in January
2005. Likewise, the WPI inflation rate declinedrgihato 4.2 percent in May 2005 and further to
3.8 percent in November 2005. The sharp decreasebeaattributed to a number of factors
including the non-expansionary monetary policy aelddy the CBE, the stability in the foreign
exchange market that reduced inflationary expectstilower international commodity prices, and
the reduction in tariff rates that was implemente8eptember 2004.

The economy has witnessed strong inflationary presssince July 2006. Inflation rose to 7.6
percent for 2006 — and continued rising to 12.@¢@rin February 2007 (World Bank, 2007). The
rebound of inflation reflects the interaction betwesome external factors and other policy reforms
that pushed the prices of goods and services. sthige in inflation could be attributed to first,
adverse supply shock related to the avian influeszavell as the spillover effects from the 30
percent increase in the prices of petroleum pradirctJuly 2006; and second, the increase in
aggregate demand fuelled by tax reforms that retitiheetax burden on incomes.

® The disparity between the CPI and the WPI steoms the different weightings and types of goodstided in
each basket. The CPI gives more weight to subsidipeds such as bread, fuel, medicines, and aligtnivhile
the WPI is more heavily influenced by imported naaterials such as farm products, machinery andisaeta
Nevertheless, the size of the discrepancy sugtiestshe basket for the CPI may be underestimatiadull
extent of consumer price increases. But the fadtttie index continues to rise, although only atloma-third of
the CPI components being market sensitive, is dication of strong inflation.
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2.6. Unemployment and Real Wages

Before ERSAP and especially before the mid 198@&; Gad in place employment guaranteed
schemes where each graduate was guaranteed dgh@biithe government or one of the public
sector enterprises. The reforms that Egypt embaokeith the 1990s have not only changed the
structure of the labour market but have also redlube government's ability to generate jobs
through limiting government current and capital engliture. Consequently, the unemployment
rate increased from 8percent in 1990 to 11 peinelf95 (ERF, 2004).

Following the business cycle in Egypt as explaiakdve, unemployment declined to 8.4 percent
in 2001 but rising to 9.9 percent in 2003 (WorldhBa2003). Despite the introduction of a new
labour law in 2003 allowing employers some flextifiln hiring and firing, this new law did not
have an immediate positive impact on employmerieggpt. The latest available data by the
World Bank reveal a marginal decline in the unemplent rate from 10 percent in 2004 to 9.5
percent in 2005 while CAPMAS's records point toteremployment rate of 10.9 percent in 2006
up from 10.5 percent in 2005. The difference iraddéms from different employment definitions
where CAPMAS is planning to change its unemploymeefiniton soon. Two main
characteristics remain valid throughout the repenibd: (i) the low participation of women in the
labour force (around 24 percent), and (ii) the highnale unemployment rate (26.4 percent)
compared to the male unemployment rate (only 5€epé (World Bank, 2006).

The challenge facing the Egyptian economy in teshramployment is twofold. On one hand, the
labour market should have the capacity to absarnar 600,000 new job-seekers each%/ean

the other hand, the labour market is facing anrampaquality” mismatch between the supply and
the demand. Most of the labour supply especidiy mewly entrants lack the appropriate
qualifications and skills associated with qualidpg created by the private sector. Consequently, it
is currently commonplace to find fresh universitiadyates having tremendous difficulty in
entering the job market or opting for working indtrating low quality jobs; and at the same time,
it is also common to find some sectors like martufagy, construction and building, and finance
having problems finding the qualified skilled labdiw the extent that a number of business
enterprises are now trying to find ways to relyfameign labour.

One important symptom of the above challenge atithisbased on the most recent labour survey
in 2006 more than 80 percentage of unemployedeweemtrants to the labour market; moreover,

unemployment seems to be subdued among all gréagsified by education attainment except

university graduates (Population Council, 2007).

Discrimination based on gender remains to be anisgoe in the Egyptian labour market. Women
suffer from higher unemployment rates than menraaog to official statistics. Those who work
earn significantly less than men in the privaté@eeven after taking into consideration education
and experience. These gender gaps are not only, latg they are also increasing over time
(Assaad and Arntz, 2002).

Real wages declined throughout the 1980s, yetlitréeovered slightly in some sectors especially
from 1995 to 2001. In state-owned enterprises, wagereased at an average annual rate of 3.9
percent, returning to their 1978 level. In the falrprivate sector they only recovered at a rate of
0.8percent annually, barely approaching their 16vél (ERF, 2004).

* By the next decade, this number will stabiliz&a®,000 new entrants each year (Population Col2@l7)
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Evidence from the most recent labour force samyieey of 2006 suggests that real wages went
up in 2006 compared to their 1998 values. It wgsed that real wages in Egypt from 1988 till
2006 have followed a “U turn path” (Said, 2007) vehgn 2006 they almost return to their past
values recorded twenty years ago.

27  External Sector

Although Egypt had adhered to an open-market amubrepromoting strategy, it has not
succeeded in achieving high export performanceganth. Knowledge based (high technology
content) exports are minimal, hardly reaching oeecgntage of manufactured exports (ERF,
2004). Main imports continue to be machinery, espgpt, and means of transport, in addition to
food products. Egypt’'s major trading partners heeEU and the USA; however, the share of Arab
countries and of other countries of the world mexigased.

The deficit in trade balance has been wideninghiagcUS$8.4 billion in 2006 from US$7.8
billion in 2005. However, the trade deficit shafeG®DP has actually declined from 2.3 percent in
2005 to 1.6 percent in 2006 due to the increas&OR relative to the increase in the trade deficit.
Yet, the actual deficit has been compensated bgehgces balance surplus, mainly from tourism
revenues, Suez Canal proceeds, and workers’ ragetaDuring the first half of 2007, Suez Canal
receipts rose by 14.4 percent to US$2 billion,isoarevenue by 9.1 percent to US$4.3 billion, and
investment income rose with global interest ratesthe increase in GDP was greater. The surplus
in services was US$5.6 billion in the first half2807 (3.8 percentage of GDP), up from US$4.2
billion a year earlier (4.2 percentage of GDP). &&muently, the current-account surplus widened.

Constraints on export’s performance are mainly espnted by limited export supply
capacities, high production and transaction coststitutional and bureaucratic barriers.
Furthermore, domestic markets structures are ctearaed by being highly concentrated with
high domestic profit margins.

Figure (2.4) Trade Deficit as a Percentage of GDR990-2006
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Figure (2.5) Composition of the current account, F2003-FY2007
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In the past three years, Egypt has witnessed &ixiof capital inflows mainly taking the form
of Foreign Direct Investment (FDI). FDI has inced from less than US$0.5 (less than 1
percentage of GDP) in FY 2001/2 to more than USdillibn (approximately 9 percentage of
GDP) in FY 2006/7 (Ministry of Finance, 2007). Swalrge in FDI flows has been attributed
to the recent policy initiatives in the areas afde reform, taxation, doing busingsand
“revived privatization” as well as positive outlook major macroeconomic indicators such as
economic growth and investment.

2.8  Recent Economic Changes

The period of analysis for this document ends a7 2@evertheless, one should outline the recent
changes that took place after the onset of thentgabal financial crisis. This crisis has chahge
the economic stance in all countries, and Egypt measxception. In addition, there have been a
number of stabilization policies that were adoptedase the effect of the crisis. Evidently, & ful
account and analysis of these policies is beyoaddtope of this report; however, it is imperative
to shed some light of the current economic staasedbon the above categories.

First, economic growth has slowed down significantlytetg from 2009 to an estimated less
than 4 percent and it is expected that be alsowb@lotential in 2010 (IMF, 2009). The
deceleration is mainly due to the slowdown in innent, exports and to a less degree private
consumption. This decrease in aggregate experdaoupled with the drop in food prices
have eased to a large extent inflationary presbutestill inflation is expected to remain a
double digits figure in the near future.

Second since that the crisis is more pronounced abrgae@ally in advanced economies, the
effect of the crisis was more evident on the extkesector. In the real sector, commodity
exports slowed down as well as services with tgaicant drop in tourism and Suez Canal

®> Based on the series of reforms touching variope@ts of doing business, Egypt was ranked the “Top
Reformer” in the world based on the World Bank’saa report “Doing Business” (World Bank, 2007).
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receipts. These coupled with the drop in workezglittances have worsened current account
which is expected to be on the negative side ir0Z00the first time in six yeats FDI trend
depicts a similar trend. After its celebrated sudyring the last two years, FDI flows have
subsided to reach US$ 9.5 billion down from US$iltion in 2007.

Faced with the possible woes of the financial tukniegypt has adopted a set of policies to
stabilize the economy and render it more resilierthese external shocks. On the fiscal side, it
adopted a stimulus package to spur domestic detmamtreasing government expenditure by LE
15.5 billion (1.5 percentage of GDP) mainly directe infrastructure projects such as water,
sewage, roads and transportation. In additiom,2009/2010 budget includes provision for a
“second stimulus package” amounting to LE 5.5-8abil(Ministry of Finance 2009). This fiscal
stimulus is compatible with the expected negateternyoderate effect of the financial crisis on the
Egyptian economy. Nevertheless, such expansiofisecal policy is expected to widen the
government deficit which is already one of the meomcerns associated with the Egyptian
economy.

On the monetary policy side, there has been a pidad call among the business community
especially after the outbreak of the financial toifrto adopt an easy monetary policy. The CBE
did not first succumb to these calls arguing thafirst objective is price stability and reducing

interest rate may spur inflation which was alreadjh. But recently, in September 2009, CBE

decided to reduce the overnight lending and defaslity interest rates by 25 basis points to 8.25
and 9.75 percent respectively. The justificatidwaaced by CBE for this move has focused on the
“...the evident change in the inflation dynamics” ethishowed a decline in the “headline CPI

inflation”. Interestingly, the press release hased that adopted monetary together with fiscal
measures “..will help provide a conducive environtfer the domestic economy” (Central Bank,

2009).

This move by CBE left the two opposite camps usBetl with the outcome. The business
community has argued that this cut is too smalfiaee a significant effect on the macroeconomy
in the light of the major interest rate cuts woildisv Consequently, this conservative monetary
policy is not conducive for investment and growthereas, the opposite camp has argued that
CBE is reinforcing the status of quasi financigdression where real interest real interest rates ar
kept negativ& hence rewarding borrowers at the expense of savaraddition, it is argued that
promoting growth and stabilizing price level amenost cases- contradictory objectives especially
that the latter is not achieved with inflation regtstill a double digits figure.

® According to official figures, the balance of pasmt turned red in second quarter of FY 2008/09 {#fiip of
Finance, 2009).

" Given its inherit stability, FDI did not retrea i the case of portfolio investment which fled tountry in
massive amounts during the dawn of the crisis.

8 Real interest rate is negative when nominal isterate is below inflation rate.
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Egypt was one of 188 countries which embraced tiE5M and agreed to strive to meet these
goals by 2015. In June 2002 the United Nationsellew the first report on Egypt's progress
towards meeting the MDGs, which was followed bygbeond and third reports in 2004 and 2005
respectively. Because of the relatively advancadcst of Egypt in most of the MDGs, Egypt is
unlikely to face major problems toward the achiegetmof its MDGs targets. Nevertheless,
reports exposed the emergence of worrying gapscome levels and living standards between
Lower and Upper Egypt.

These reports also show that the Egyptian governomttinued to give attention to critical areas
of development, such as health, education, acoesater and sanitation as well as improving the
livelihoods of the most deprived segments of theufadion. However, the pace of progress varies
among the goals: fast and sustained in some aokdd &nd maternal mortality, water and
sanitation), at acceptable levels for others (ettutaand poverty reduction), while somewhat
slowly in others (women empowerment and the enwmemt). In addition, Egypt will have to
increase its efforts and investments in order tEepkihe current rate of progress with respect to
some specific indicators (in the area of povertyrtadity rates, and combating major diseases).

These reports identify Egypt's population growthoas of the main challenges to achieve the
MDGs. Egypt ranks as the 16th most populous counttpe world and the annual population
growth rate is around 2 percent. If this growtle faersists, Egypt's population is expected to reach
83 million by 2015, thus putting a considerablaistion the country's ability to sustain progress
towards achieving the MDGs.

The following subsections give an account of tkedrin MDG targets divided into the following
categories: poverty, education, gender, heath amidoemental stability. In each subsection, the
trends of the related MDGs are presented togethtarthe obstacles to achieve MDG targets,
governmental efforts and future perspective fohemoup.

31  Poverty

Poverty reduction was declared as one of the nigecttives of the long-term development vision
in Egypt, aiming at reducing poverty to 6 perceniyear 2022. The basic indicators of poverty in
Egypt are summarized in tables (3.1) and (3.2)s@heo tables summarize the development of
aggregate poverty measures according to differemerty lines over time as well as the Gini
coefficient for Egypt. All MDGs focus on poverty all its aspects; namely, income scarcity or
illiteracy, gender equality or reproductive anddren health. Also, the other issues or objectives
deal indirectly with poverty. For instance, thergase in school enrolment, especially that o girl
can alleviate poverty and hence mortality. Morepthee enhancement in primary health care can
have an indirect positive effect on neediness.

In Egypt, recent data indicate that the downwaeddrnin malnutrition has reversed in recent years.
Malnutrition in fact is one of the few childhooddinators that have shown deterioration (Zanaty
and Way, 2009). Six percent of Egyptian childree anderweight in 2008, compared with 5
percent in 2005. Stunting rates reached 29 pemce2@08. A comparison of the results with the
2005 EDHS indicates that the stunting level inaddsy 26 percent between the two surveys (was
23 percent in 2005) and wasting rates reached alhqmercent (was 5 percent in 2005).
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Poverty measurement during 1995- 2008

Based on international standards, Egypt has alréatlyed the proportion of the population
living in extreme poverty since 2005. Accordingthe Household Income, Expenditure and
Consumption Survey 2008-09 (HIECS) as many as 8rbemtage of Egyptians are living on
less than $1.25 per day, (evaluated at purchasingipparity), compared to 7 percent in 1995.
However, trends on poverty rates using the $2.5dpgror the national poverty lines show a
somewhat different picture where poverty ratestélating during the period 1990-2008. For
example, 44.1 percentage of Egyptians lived on $2.less a day in 2009 compared to 43.7
percent in 2000.

Moreover, the number of persons living below thediign poverty line in 2008-09 was 16.3
million persons, representing 21.6 percent. A largember, mainly located in rural areas, has
expenditure levels just above the poverty ttheéPoverty declined from 19.24 in 1995 to 16.7% in
2000, it was back to its 1995 level in 2005 (19.)6tlén increased again to reach 21.56 percent in
2008-09. Considering the total period of 1990-2@ferty has shown a significant decline by all
poverty measures and regardless of the povertghinosen, compared to the initial year 1990/91.

The poverty reduction would in part be explainedh®/trend of income distribution as defined by
the Gini coefficient, as indicated further belowcame distribution has generally improved from
1990/91 to 2008/09 as the Gini coefficient declifrech 0.45 to 0.32. However, the improvement
was not uniform between successive household ssirvey

Poverty trends are best explained by tracking &etofs; growth and distribution. First there is the
effect of a proportional change in all incomes tleaves the distribution of relative incomes
unchanged, i.e. a growth effect. Second, theleigtfect of a change in the distribution of refati
incomes, which, by definition, is independent & thean, i.e. a distribution effect. A change in
poverty can then be shown to be a function of gmpwistribution and the change in distribution
(Datt and Ravallion, 1992).

There were various distinctly different patterngrtime in terms of distribution and growth effects
on changes in expenditures that drove the diffe®mcpoverty outcomes over the whole period as
well as over successive sub-periods (table 3.3Yhd&tnational level and over the whole period
covered, the improved distribution effect led teeduction in poverty incidence by -10.5 percent
while the growth effect was associated with andase in poverty incidence (P0), by 5.9 percent,
leading to an overall decline in poverty incideige-4.6 percent. A similar pattern was observed
during the first sub-period. However, during theoe sub-period, the deterioration in income
distribution dampened the favourable growth eftecteducing the poverty incidence, and poverty
decreased by -2.7percent. Relatively improved drowates of GDP and slight deterioration in

° The analysis of poverty in Egypt is based on hbalkconsumption. The estimated poverty lines ensbat
regional differences in factors such as relativiegs; activity levels, as well as size and age asitipn of poor
households are taken into consideration. Thisltieesu a rank distribution that is consistent witte chosen
indicator of household welfare. This approach feche cost of basic needs methodology to constrmaesehold
region-specific poverty lines.

19 Egyptians who spent letRanLE 995 per year in 2005 are considered ‘extren@’@mnd those who spent less
than LE 1,423 are classified as ‘poor’. Those wjtlending on average between LE 1,424 and LE 8B4ear
are considered ‘near poor’.
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distribution, particularly against Upper Egypt (WloBank 2002) explain these developments
between 1995/96 and 1999/00. Finally, over thedabtperiod, 1999/00 — 2004/05, the improved
distribution effect led to a reduction in povertycidence (Po) by -1.8 percent. However, the
adverse impact of the slowdown in growth on indareagpoverty incidence (4.6 percent.) was
larger than the effect of improved expenditurerithgtion (-1.8 percent.), leading to an overall
increase in poverty incidence by 2.8 percent.

Kheir EI-Din and El-Laithy (2007) showed that tleeluction in poverty observed in the 1990-2000
period was associated with the rebound of GDP dgraw1994/95 which was sustained till the end
of the decade. Starting in 2001/02, Egypt's ecoagmiformance slumped, in response to the
September 11 attack and the resulting instabititthe region. The slowdown in domestic credit
reinforced these recessionary pressures.

Given that poverty in Egypt is fairly shallow, man§ those who escaped poverty during the
1990/91 — 1994/95 sub-period and further during 1885/96 — 1999/00 sub-period may have
slipped back into it during the five following ysatable 3.3). The structural reforms implemented
over the last year considered 2004/05, and thdtirgsimprovement in growth performance did
not yet translate into significant decline in pdyeéncidence.

The sectoral pattern of growth over the period iclemed has remained remarkably stable, with
marginal shifts in employment from low output pesriser sectors (agriculture and social services)
to relatively higher output per worker sectors (sity and production services). Furthermore,
sectoral output per worker increases remained rhode#f sectors, and the gap between relatively
high output per worker sectors and low output perker sectors remained high, although this did
shrink.

The devaluation following the pound flotation imdary 2003 raised the rate of domestic average
inflation from 2.4% in 2001/02 to 3.2% in 2002/a&durther to 8.1% in 2003/6% as a result of
the pass-through effect of devaluation.

The 2008-09 income poverty data already seem toatadthat the global economic crisis is having
a negative impact on poverty in Egypt. With worknigethe most important source of income, the
rise in unemployment has resulted in an increaggcome poverty. Inflationary pressures remain
at a higher level than before the crisis and damésbdd prices remain higher, despite the decline
in international food prices.

Table (3.1): Aggregate poverty measures, 1990/912608/09 (Percent)

1990/91* 1995/96" 1999/00* 2004/05" 2008/09°
Po 24.18 19.41 16.74 19.56 21.6
P, 6.54 3.39 2.97 3.90 4.1
P, 2.77 0.91 0.80 1.09 1.2

Source: Kheir EI-Din and El-Laithy (2007)7Author’s calculations using HIECS 2008/09.

M The domestic average inflation rate is measuree be the basis of the consumers' price index (Efdnges.
If measured by the wholesale price index (WPIjsiés from 2.1% in 2001/02, to 11.6% in 2002/03 fumther to
17.8% in 2003/04 (Central Bank of Egypt).
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Table (3.2): Incidence of Poverty Using Different Bverty Lines and the Gini coefficient (in

percentage points), 1990-2009

1990/91" | 1999/00" | 2004/05" | 2008/09° | 2015
National lower poverty ** line 24.18 16.74 19.56 2156 | 12.09
National upper(moderate) poverty line 51.4 42.6 40.5 41.69 25.7
International poverty line ($1.25 per day, PPP) 7.04 3.35 3.44 3.499 3.5
International poverty line ($2.5 per day, PPP) 56.99 43.67 42.76 44.099 28.5
Gini Coefficient 0.446 0.362 0.320 0.301

Source: 'Kheir EI-Din and El-Laithy (2007)7Author’s calculations using HIECS 2008/09.

Table (3.3): Growth and redistribution effects on tanges in poverty incidence | 1990/91 -

2008/09
Change (%) in incidence of poverty due to
Growth *® Redistribution Actual Change
1990/91 — 2004/05 5.866 -10.486 -4.620
1990/91 — 1995/96 4.890 -9.660 -4.770
1995/96 — 1999/00 -3.631 0.954 -2.677
1999/00 — 2004/05 4.607 -1.780 2.827
2004/05— 2008/09 4.40 -2.44 2.00

Source: Authors' calculations

Future perspective: Egyptcan attain the MDG on poverty reduction-regardlesshefchosen
poverty line- if the prevailed trends on economarfprmance will continue provided fast
recovery from the global crisis. However, many tajes face Egypt's medium and long term
development goals, among them:

* To enhance and sustain economic growth.

* The outlook for job creation is unclear in the mexditerm as traditional sectors like
agriculture as well as the informal sector whiah alosorbing most of the new entrants
to the labour market.

» The high fertility rate and high dependency ratie affected by and affect poverty
rates. The association between fertility and pgvisrtnore prevalent among female
headed households.

» llliteracy, low school enrolment rate, and chilbdar are especially high among the

?Food component, in both lower and upper povertgdiis similar, while non food component for lower

poverty line is estimated using the share of nadfexpenditurdor households in which total expenditure is
equivalent to the food poverty line. For Upper pbydine, non food component is estimated usingrtbe-
food share of households whose expenditure onieduivalent to the food poverty line.

13 Growth and distribution effects are explainedha text and in (Datt and Ravallion, 1992).
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poor which reflects how poverty is perpetuated frmme generation to another.

» Decentralization, better coordination, and incrdasstitutional capacity of both
governmental and non-governmental organizationisbeitritical to keep up to the
challenge of poverty reduction.

32  Education

Since the early 1990s, Egypt has embarked on aitiamstand comprehensive educational reform
program. The Egyptian government has demonstratesframmg commitment to prioritizing
education as a key tool for development and hasatefEducation” as the “National Project of
the Nineties”. Increasing amounts of resources theen allocated to education in both nominal
and real terms. The number of basic education $lhwmeased up to nearly 11,000 and the total
number of students enrolled in pre-university etlanancreased from 12.08 million in 1990/91 to
15.5 million in 2003/4. Net enrollment rates innpairy education went up by 8 percent between
1995 and 2005.

Education indicators presented in Table 3.4 retrest Egypt is in its course to achieve MDG2
without major difficulty. For example, in 2006, prary school enrolment reached 96 which is very
close to the universal enrolment that is expecte@0i5. Nevertheless, it is worth noting that
there are wide discrepancies between regions, ie@youps and by gender that are not shown by
the national figures.

Two more things to note regarding MDG2: Firstlyfi@él sources recognize regional and gender
discrepancies in achieving MDG2; however, they hastidentified the reasons behind these
discrepancies. Even the announced public poliegarding this matter, they are more in the form
of goals than policies. Nationwide policies areutmb to have limited success tweaking these
discrepancies since their causes are region-spediich are yet to be fully identified. Secondly,

MDG2 is not concerned with the quality of educatibawever, casual observer of the status of
education in Egypt will have no trouble noticing tteterioration in the quality of education which

has adverse effect on the achievement of MDG2 asioned abov¥.

Future perspective: If this trend continues, Egyjlit achieve primary education by 2015 at the
national level. However, there would be differenaethe governorate level. Lower Egypt frontiers
governorates will not be able to achieve that fds @nd Upper Egypt will not be able to achieve
universal coverage neither for boys nor girls atdhbrrent rate of progress (more of these points is
presented in the next section of this report). IEhges facing education and the attainment of
education related targets are:

» Attaining high quality education
* Increasing the accessibility of the poor

» Reuvisiting illiteracy eradication efforts.

141t should be noted that the concept of qualitshis context is different from MAMS model. In Edypassing
a grade and moving from one cycle of educatiomutzer is not a good indication of quality sincedsints are
allowed to pass in order to free spaces for nedestis from previous grades.
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33  Gender

The ratio of females to males in primary educaimmeased from 81.3 percent in 1990/91 to 90
percent in 2002/2003. In secondary educationy#tis increased faster moving from 77 percent to
104 percent during the period. This ratio improgésb for technical education, from 74.1 percent
in 1990/1991 to 85.7 percent in 2002/2003. Thegwawements are connected to the growing
access of girls to education. Significant progiess been achieved in school enrolment over the
past few decades. The net enrolment rate in primetycation witnessed an observed
improvement. However, there are still more girlntfoys out of school. The net enrolment rate in
primary education for girls (93 percent) was #titee percentage points less than that for boys (95
percent) in 2004/2005.

As for the gender inequality in employment, betw&@r6 and 1996, the female share in Egyptian
labour force increased from 7.3 percent to 15.8qer This was mainly due to the increase in the
number of educated females. Gender compositidmedabour force in 2001 was more balanced in
urban than rural areas. Despite the improving éguthe female participation rate in the Egyptian
economy still lags behind that of males: it wasp&8cent in 2001 compared to 65.7 percent for
males in the same year. Unemployment is also higihevomen than for men as this reached 22.6
percent in 2001 compared to 5.6 percent for men.

Future perspective: Poverty is the major challenge that faces the Eaggpgovernment in
closing the gender gap in primary and secondargatdhn, and in reducing the gender gap in
literacy among 15-24 year olds. Gender inequalifyile low among the rich, is quite large
among the poor, and poverty exacerbates gendeardisp in education. Poverty has also been
among the main reasons for girls to drop out ofosthvhile traditions and cultural factors
constitute an additional constraint to girls’ edimain Egypt. Regarding women employment,
the major challenge is constituted by the econamaiitions and the expected rate of growth
in the near future. It is therefore uncertain wheettihere will be new job opportunities created
for women.

In regard to women’s greater political participatithis will still be challenged by the notion that
women’s traditional role is in the private domaas (vives and mothers).

34 Health

Similarly to MDG2, according to the observed trendunder-five child mortality presented in
Table 3.4, Egypt on the national level is expetteaichieve MDG4 of cutting the 1990 under five
child mortality rate by two-thirds by 2015. Egyptamong some few countries which enjoy low
child mortality compare to its level of developmamnid income (Boone and Zhan, 2006). Egypt
has succeeded in reducing under five child mortdtm 91 in 1990 to a mere 35 per one
thousands in 2006. If this trend continues Egigmds a very good chance of achieving MDG4
target of 12.2 by 2015.

Despite the fact that there data for child mostasitnot available on the governorate level, there
evidence that there are large discrepancies anmagrgprates. Areas in rural Upper Egypt that are
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lagging behind compared to national averages. dttitian, the quality of data is mediocre and
figures from different sources are not consistent

Turning the discussion to MDG5 which is associatét the maternal mortality rate (MMR), one
first has to point out the universal problem asged with MMR. That is MMR is usually
estimates as it is extremely difficult to recordgsely the incidence of maternal mortality within
country. There have been only two surveys in tis fhat have measured MMR in Egypt. The
first one was conducted in 1992 ad the second arducted in 2000. According to these surveys,
Egypt made major strides to achieve the MDG tavfetducing MMR by three-quarters between
1990 and 2015. In fact, according to the figureBIbR depicted in Table 3.4, Egypt succeeded in
reducing MMR by almost 52 percent over the perie80t2000°. According to this reduction
rate in MMR and the more recent National Maternalrtslity Surveillance System (NMMSS),
Egypt will be successful in reaching the MDG5 ta(éinistry of Economic Development, 2008).

Besides the imprecision in the data on the ndtimval, data from surveys cannot be used to
compare between regions and governorates in tdrthe 8MR; however, one can safely assume
that there are major differences across regionge d¢an deduce this by looking at possible factors
affecting the MMR such as the availability of hkgbiersonnel (Anand and Barnighausen, 2004)
and adolescence marriage and pregnancy.

There has been a steadily increase in the pereenfadgeliveries attended by health personnel as
this went up from 40.7 percent in 1992 to 74.2 @ardn 2005 (See Table 3.4). Also the
percentage of girls who gave birth at 18 or less drapped from 23.7 percent in 1992 to 15.8
percent in 2005. This noticeable improvement iimse of the above figures masks large
discrepancies between regions with rural Upper Eggpin lagging far behind. In fact, only 54.8
percentage of deliveries in rural Upper Egypt diended by health personnel. In addition, as high
as 26.8 percentage of women obtained their firdtl ddefore reaching 18 in rural Upper Egypt
compared to the national average of 12.3 percent.

Efforts towards the eradication of Malaria and Trabsis, two of the major health challenges for
the new millennium, have resulted in good progiessgypt. Malaria has been well controlled
over the past ten years. The incidence declined four cases to almost zero per one thousand
between 1990 and 2000. WHO reported that therebleam 87 percent Directly Observed
Treatment Short Course (DOTS) treatment succeSgypt for 1999 and 2000, which is a higher
rate than the target of 85 percent. Egypt hasaab@ved 63 percent case detection of the sputum
positive cases and has a strategy to reach 70npeReevalence of TB in the population is
currently at around 32 cases per 100,000 inhabitamd Egypt's goal is to reach 22 cases per
100,000 inhabitants.

Egypt, on the other hand, is facing an epidemitigpatitis C. Seven to nine percentage of the
population is a carrier of this disease. It shanés HIV/AIDS many of the modes of transmission.

Like HIV/AIDS, it does not have an effective treaint and causes death due to liver failure or
hepatic cancer. Achieving the goal of reducing phevalence of Hepatitis C and reversing its

15 There are two sources for under five mortalityadé#te fertility surveys and the vital statistibirth and death
statistics). There are significant discrepancigsvben child mortality figures from these two sas¢Ministry of
Economic Development, 2008).

18 Interestingly, another study conducted by WHO, OEF, UNFPA and the World Bank (World Bank, 2005)
also in 2000 indicated that the rate of decread¢MR in Egypt is much more modest where only MMRswa
reduced by 25 percent during the same period.
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spread requires several coordinated efforts inotudiaising public awareness and a strong
infection control program at the national level.

Future perspective Egypt can achieve MDG4 and MDG5 on the natioaaél but there are
wide discrepancies across regions with rural Uigagmpt being the most vulnerable.

Although Egypt managed to eliminate malaria, g@®graphically closed to countries where this
disease is still endemic and must therefore remasmn to prevent the entrance of infected

individuals. Efforts are required to continuoustntol the mosquito breeding areas and to cover
all areas of the country with a good sewage system.

The goals for Tuberculosis can be achieved butledgeds related to individual behavior such
as smoking and sharirghisha (traditional water pipe) need to be changed. Qvewding,
poor ventilation in houses, and poor nutrition afsrease the chances of infection.

An assessment of the situation and the currenbmnssp conducted by the UN Expanded Theme
Group on HIV/AIDS and the NAP during 2003, confianthat regardless of the current low
prevalence, Egypt presents risk factors that meisidequately addressed in order to prevent any
possible outburst in the future.

35 Environmental Stability

There have been major strides by GoE to extendwsafer coverage to all regions in Egypt.
National data as depicted in Table 3.4 revealsabe¢ss to safe water went up from 94 percent
in 1990 to 98 percent in 2006, hitting already 8845 target for MDG7a of 97 percent.
Nevertheless, the most recent data from the 20@8usehas revealed unexpected reversal in
this trend whereas between 2004 and 2006 accessfd¢ovater has actually dropped to 98.8
and 92.9 percent in urban and rural areas respdct{iinistry of Economic Development,
2008). According to government sources, the reastnd this setback is population growth.
Nevertheless, population growth has been follovardgeclining trend during the last decades.
Hence, this recent deterioration in clean wateecage must definitely have been the result of
other factors other than population growth suclhasstagnation in real public investment in
the recent years (Board of Trustees of the Gerfarttiority for Investment and Free Zones,
2008). Following this logic, we postulate thaGbE is keen to maintain in progress to achieve
MDG7a in all itsregions and governoratesit has to put more real resources into this
important sector.

The trend of the access to improved sanitation (MB)Glepicts a similar story to the trend of the
access to safe water but the 2015 target has hbege achieved. The most recent figure for the
percentage of the population with access to imgte@anitation is 66 percent in 2006 - up from 50
percent in 1990, and the target is set at 75 perddrese figures reveal that MDG7b could still be
within reach if the GoE allocates more resources.

Unfortunately, as it happens with most other MD@sparities across urban and rural areas and
across governorates add another layer of challé€aiyen the current percentage of buildings in

urban areas with improved sanitation (62.6 percant) the target set for 2015 (76.89 percent),
MDG7b will likely be achieved for the urban arelleanwhile, coverage in the rural areas is only
13.7 percent and the target here is 54.58 penms&king unrealistic to expect achievement of the
goal in the rural areas.
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Similar disparities are found among governorateravha number of governorates have
experienced improvement in the access to sanitatibramples of these governorates are Cairo,
Damietta, Menoufia, Behera, Giza, Aswan, and S8uthi. Other governorates have witnessed a
decline in access to improved sanitation, goingkbacthe 1996 level. Examples of these
governorates are Alexandria, Assiut, and New ValleRefinitely, without major efforts to
completely reversing this trend, these governoraiiéstand very little chance to achieve MGD7b.

Future perspective Egypt has already achieved MDG7a on the natideatl. As for
MDGT7b, Egypt has to make more effort to achieve ¢fiual.

For both targets, wide discrepancies are presdweba regions and governorates with the most
unfortunate being rural Upper Egypt region and sdnmatier governorates. If conditions remain

the same, Egypt will continue to suffer from sigi@ht discrepancies between regions and
governorates in terms of the wide spread of safekidg water and the coverage of proper
sanitation.
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Table (3.4): Indicators of the Millennium Developmat Goals

Goals 1990 1995 2000 2005 2006 2015

Goal 1: Eradicate Extreme Poverty and Hunger

Population below national poverty line 24.32" 22.9° 16.47° 20.16" n/a 10.8

Poverty Line at $1/day (PPP) Headcount (% below) 8.241" 2.497° 0.682° 0.94" n/a 0.88

Poverty Line at US2$/day PPP Headcount (% below) 39.45" 41.52° 24.843 14.4* n/a 16.49

Food Poverty line Head count (% below) 8.93! 3.05° 2.87° 4.64° n/a 1.94
Goal 2: Achieve Universal Primary Education

Total net enrolment ratio in primary education, both sexes 90.6° 96.8 97.2 96 100

Literacy rates of 15-24 years old, both sexes, percentage n/a 73.2° n/a 84.9 n/a 100
Goal 3: Promote Gender Equality and Empower Women

Gender Parity Index in primary level enrolment 0.83 n/a 0.92 0.94 0.94

Gender Parity Index in secondary level enrolment 0.79 n/a 0.93 0.94 n/a
Goal 4: Reduce Under 5 Mortality rate

Children under five mortality rate per 1,000 live births 91 68 51 37 35 12.2

Infant mortality rate (0-1 year) per 1,000 live births 67 52 40 31 29 13.4
Goal 5: Improve Maternal Health

Maternal Mortality Ratio 174’ 96° 84 n/a n/a 40

Proportion of Birth attended by Skilled personnel 40.7 46.3 60.9 74.2 n/a 84
Goal 6: Combat HIV/AIDS, Malaria, and Other Disease s

Tuberculosis incidence rate / year / 100,000 population 36.8 36.7 31 25 24
Goal 7: Ensure Environmental Stability

ggrgczgg:%?e emissions (CO2), thousand metric tons of | 75,61 37 | 95084.97 | 138724.7 | 1582374 nla

Eéﬁ[r)é)er'gf){]oglthe population using improved drinking water 94 96 97 98 97

;ré)”;i)t(i)er'g(,)?of[);the population using improved sanitation 50 55 61 66 75
Goal 8: Develop a goal partnership for development

SDeert\)/'ECseeSr\gﬁg iztpi?]rccoemnteage of exports of goods and 23.7 14.6 8.5 6.4 53

Telephone lines per 100 population 3.01 4.67 8.64 14.57 14.33

Telephone lines 1602067 | 2716213 | 5483601 | 10396148 | 10807678

Cellular subscribers per 100 population 0.01 2.14 19.1 23.86

Cellular subscribers 4000 7368 1359900 | 13629602 | 18001106

Internet users per 100 population 0 0.03 0.71 7.15 7.95

Internet users 0 20000 450000 5100000 6000000

Personal computers per 100 population n/a 0.43 1.26 3.78 4.19

Personal computers n/a 250000 800000 2700000 3160000
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In this part of the report, we will present theteeal analysis focusing the targets associated with
MDG2, MDG4 and MDG5. MDG2 is concerned with acimgvuniversal primary education.
The target associated with MDG4 is to reduce by tiwwals under five children mortality. The
target associated with MDGS5 is to three quartegsntlaternal mortality. This prime objective of
this sector analysis is to come out with realisstimates of the factors affecting the above three
MDGs. Such analysis should ideally take into anttie results of empirical studies on education
and health determinants focusing primarily on Egymd other similar countries as well as recent
and future public policy regarding education analthe especially the ones which focus on
achieving those three MDGs. This last factor ipantant since hysteresis effects are definitely
present during the period of analysis. Hence, shaeild not focus solely on point estimates but
should be open on how these point estimates maggehan the course of pubic policy
implementation and overall system changes.

MDG2: Achieving Universal Primary Education

As outlined in the previous section, accordingh® trend in the education data, on the national
level, Egypt is on course to achieve the targairdfersal completion of primary education. The
challenge however, is to achieve this target oeggonal level and within vulnerable groups in
Egypt. Unfortunately, MAMS model is not disaggreghenough to zoom on certain regions and
groups which are likely need policy interventioagg¢ach 100 percent completion rate of primary
education’. Another limitation of the MAMS model is thatdbes not differentiate between male
and female. However, studies on Egypt as well &a donfirm the presence of behavioral
differences in terms of the factors affecting prynschool completion. Studies such as Roushdy
and Namora (2007) Rammohan and Dancer (2008) rewertstrated that boys are more likely to
get more education than girls. In addition, Haekstl al. (2008) has found evidence that gender
affects drop out rate where girls drop out ra@@ higher than boys in elementary schools.

Similar to other countries, the most important aebeant of education attainment in Egypt is
family wealth and income. Income and more genevedlalth affect completion rate in two ways.
First, ceteris paribus, the higher is the familyaltfe the higher is the probability that the chid i
enrolled at school. Second, drop out rate decseaitle family wealth. Consequently, completion
rate is positively associated with per capita ineonhich is a proxy for wealth. A few studies
have found evidence to support this hypothesisggypE Roushdy and Namora (2007) document
that family wealth has a strong positive effecteatucation attainment. Dancer and Rammohan
(2007) also provide evidence that per capital edpere which a proxy for income has a positive
and significant effect on child enrolment. Datanfrdemographic and health survey of 2003 (DHS
2003) in Egypt confirms the relation on a macrelevsSchool participation among primary cohort
is an increasing function of income groups. Higbome quintiles are associated with higher
school participation. School participation is aghhas 94.5 percent in the richest quintile but it

" There is a striking difference in terms of schentolment and drop out rate among different govertes
in Egypt. For example, Giza, South Sinai and Naitr are among the governorates which are unlikely t
achieve MDG2 with almost 14 percent of their pofiatabetween 6 and 17 years have never attendemlsch
and in excess of 6 percent have dropped out ofgssirechool (Ministry of Economic Development, 2008)
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drops to 75.9 percent in the poorest quintile. aliat primary drop rate follows the same trend.
The drop rate among the richest quintile is asdsvl.2 percent; however, for the poorest it goes
up by ten fold to reach 2.2 percent.

There are other important factors identified bylifeeature that affect education indicators sugh a
parents’ level of education, health indicatorsdbildren, infrastructure especially the availailit
of paved roads and quality of education. Empirstaties on Egypt did not consider all of these
factors; however, few studies have found evidencéhe importance of fathers’ educational level
(Roushdy and Namora, 2007) and the quality of dshetanushek el al., 2008) on enrollment and
drop out in primary education.

To map the above discussion into the educationi@tes in the model, first for the glentry, in
Egypt all children are expected to enrol in primaducation. According to the data, GOE has
made significant stride in this direction. One reanidentify major impediments hindering
children from entering school for the first timeThe only possible factor, according to the
empirical studies on Egypt as well as DHS 2003ndgated above that may have a somehow
significant effect on this step is family’'s wealimd income. Other possible factors including
MDG4, other health factors and the quality of ettooamay have some limited effects on entering
the primary cycle.

For the elasticity of pass variable with respeditteer variables, according to DHS 2003, again the
most important variable is family’s income espdgidbr primary education. There are other
variables identified by the literature such thelipaf education, availability of paved roads and
father's education which can be proxied by familyisome. It is important to note that the
elasticity of the quality of education is not hidhe to the fact that in Egypt the emphasis is more
on transferring the children from one grade to lagotvithout paying much attention to the quality
of education which, even according to officials]éteriorating overtime.

Regarding the factors affecting the share of griadustom one cycle who continue to the next,
there is no single study that tried to identifysthéactors in Egypt. Also, it is not totally acaterto
rely completely on elasticities from different ctigs since there are many dynamic factors that
influence these elasticities. Moreover, policyialales associated with educational policies as well
as other socioeconomic factors are key in shapieggtelasticities. Having said that the choice of
continuing to the secondary cycle after finishing primary one depends, to a large extent, in
Egypt on the socioeconomic background of the parefhe higher is the socioeconomic level of
the parents, the more likely those students comtiheir education into the secondary cycle. This
is by far the most important factor; neverthelessthe margin the effect is not high as even poor
and less educated parents strive to provide far¢hédren better chances in life.

Other relatively important factors are quality afueation and the existence of supporting
infrastructure such as paved roads. HoweverJdbidactor is not important as before given GoE
efforts to increase the number of schools anddlaive independence of student which enables
them commute and live by themselves.

As for the choice of continuing to the tertiary leyafter finishing the secondary one, the effetts o
income as well as the educational quality are ggon For the former, the opportunity cost of
continuing into the tertiary phase is relativelghpiven the forgone income and the cost related to
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higher educationdl. For the latter, the quality of education is dre that determines whether
tertiary education is successful and effectiveatr n

MDG4: Reduce Child Mortality

There are ample empirical studies that determime féictors affecting child mortality. The
literature has identified a host of potential Vviales that could affect child mortality such as meo
level, education levels for parents, access toncigater, access to sanitation, availability of
hospitals and medical staff and different housebbbtacteristics. Results in terms of significance
of the estimated parameters or elasticities as agetheir magnitude are varied from one study to
another depending on the sample, the type of astimand the quality of data.

There are not many empirical studies on the detemis of child mortality in Egypt. In addition,
most of them have quite different results regardimg importance of the various factors. This
could be attributed as mentioned above to the goality of data and the inconsistency between
different sources of data. Regarding the synerjyden education and child mortality, using
Egyptian Fertility Survey, conducted in 1980, Mdtecand Casterline (1990) and Hassan and
Grabowski (1990) have reported that educationrattant of parents has no significant effect on
child mortality. Whereas Boone and Zhan (2006) Hawed that one standard deviation rise in
mother’s and father’'s education predicts 14 pereandt 11 percent decline in the probability of
child mortality respectively.

The effect of access to clean water on child mtytal yet another example of conflicting results
between studies. The results of Hassan and Grab¢i@90) indicate that access to clean water
has a significant effect on reducing child moryatdibntradicting with the results reported by Boone
and Zhan (2006) which have found positive but mficant effect of access to clean water on
child mortality. Interestingly, both studies contlat appropriate sanitation is an important facto
in reducing child mortality. Given these empirieaidence, access to sanitation represented by
MDG7b is given higher weight than access to cleatemwin terms of elasticities.

As for the effect of income on child mortality, dies seem to be less varied. Casterline el al.
(1989) and more recently Boone and Zhan (20063tdthe the supremacy of income in reducing

child mortality. In fact for the former study, tegnificant negative effect of household income of

child mortality is present even after controlliry & host of other variables. As for the latedgtu

it was calculated that one standard deviationiniseealth is responsible for a 30 peré@uecline

in the probability of child mortality. This figuiis taken as the elasticity of MDG4 with respect to

per capita income.

Government policies to achieve MDG4 work throudfedent levels. GoE has been successful in
implementing a nationwide program of vaccinatioaiasf vaccine-preventable diseases such as
Measles, Polio and neonatal tetanus. In fact, rdowp to the Ministry of Health data,
immunization coverage exceeds 97 percent againstineapreventable diseases with little

18 The significance of the opportunity cost of contirg into tertiary education varies greatly witicdme groups.
For example, wealthy families do not consider thparstunity cost of forgone income as a result aiaonorms
in Egypt which put tremendous emphasis on uniweesiucation.

% These percentages are even higher than the saresteges.

2 Egypt has the second highest effect of wealthhild enortality (average 12.6 percent).
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discrepancies across regions (Ministry of Econdd@gelopment, 2008). In addition, the Ministry
of Health is coordinating the efforts of the diéfiat programs such as National Diarrhoeal Control
Program, the Child Survival Program, the Expandesb®@m of Immunization, and Healthy
Mother — Healthy Child aiming at reducing infantiazhild mortality to increase the effectiveness
of these programs and reduce the duplication oftsff All of these health related efforts to rezluc
child mortality can be represented in the modepérycapita use of aggregate health commodity.
This is why its related elasticity is given thitatevely high value of -0.5.

Lastly, another initiative which will increase tlsgnergy between MDG2 and MDG4 is that
recently the Ministry of Health with the cooperatiof the Health Insurance Organization has
expanded the coverage to all primary and pro-satiolalren.

MDG5: Reduce Maternal Mortality

There has been no serious empirical study to géwgealeterminants of maternal mortality in
Egypt. However, the literature has identified anber of important factors that influence maternal
mortality such the availability of medical persohmspecially physicians, female education
(Anand and Barnighausen, 2004), and infrastrugteag and al., 2005). Based on these empirical
findings and the socioeconomic factors in Egypé thctor with biggest impact on maternal
mortality in Egypt is set to be per capita useedltih commodity followed by infrastructure related
factors and per capita income. One important fatialr is left out due to the absence of a link in
the model is the effect of education on maternattatity; however, including per capita income
can be regarded as a proxy for the level of edutati

Government policies recognize the fact that vulbkrasocioeconomic groups especially in
some regions like Upper Egypt suffer from high levef MMR. Efforts have been underway
to ameliorate the scope and quality of health sesvipertained to reproductive health
especially among these groups. In addition, tlygsernmental efforts realize the important
nexus between education and health. Hence, GolBdwsdesigning programs to internalize
these synergies and incorporating cultural andicels dimensions.

MDG7a: Access to Safe Water and MDG7b: Access to pnoved Sanitation

The determinants of infrastructure such as accesafé water and access to improved sanitation
depend primarily on how much the government spandhfsastructure as well as the level of
income of household. The difference between MD@da MDG7b is that the elasticity with
respect to expenditure on infrastructure is highehe case of access to sanitation than access to
safe water. However, in terms of the per capitanme elasticity, the situation is reversed where it
is higher for access to safe water than accessitason.

Lastly, as mentioned in the beginning, the mainllehge to achieve a number of MDGs in
Egypt is finding ways to bridge these disparitietwieen urban and rural areas as well as
between different governorates. However, MAMS malties not support this disaggregation
between rural and urban nor between governorates.
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5.1 Introduction

In order to construct a calibrated and validatediea of MAMS for Egypt and be able to assess
the impact of different policy measures and stiatedor achieving MDG goals in 2015, the
following tasks were required:

1) Construct and balance a specific social accountiagyix (SAM) for Egypt which is
particularly designed to form a consistent and c&hensive accounting framework
for addressing alternative strategies for achieWtigG goals. The SAM is based on
the most recent available socioeconomic data forpE@nd it represents the main
database of MAMS.

2) Collect and organize the non-SAM socioeconomic datduding labour force and
population.

3) Estimate the parameters and technical coefficiea&xled to run MAMS and calibrate
its output results.

4) Validate the results of the MAMS model based onrdeent economic performance of
the Egyptian Economy.

5) Carry out simulation runs to generate the refergpath (or baseline scenario) and
assess the impact of alternative strategies toemehihe MDGs taking the baseline
scenario as a benchmark.

A SAM is a consistent and comprehensive accouritangework that captures the interactions
among economic subsystems, and estimates the dengpjele of income flows within the
economy, at a specific point of time (generally gear). The basic accounts of any SAM are
factors of production, current accounts of domesstititutions, a consolidated capital account,
activities, commodities and the outside world. B4, the income (expenditure) of an economic
agent can be traced via the figures appearingancéfis of its row (column). For consistency
purposes, total spending of an economic actor dheglial to its total collected revenues. Most
economy-wide models- and particularly CGE modeally explicitly (or implicitly) on a consistent
accounting structure dependent on the SAM prinsiatel the selected economic rationale.

The SAM might be developed to properly analyzeexiioc area of interested or study a particular
development goal. The SAM documented in this repamt be viewed as an analytical tool (or an
accounting structure) which is mainly developeddlibrate a model that can be efficiently used to
assess the impact of MDG-related strategies ancigsol

Beside its important role as a consistent datatemsconomy-wide modelling, the SAM provides
substantial support to the model building processt, a SAM is generally constructed to achieve
a specific analytical objective. Since the SAM ale and level of disaggregation is highly
dependent on this analytical purpose, the constiUBAM can be viewed then as a consistent base
that helps the modeller in understanding the stratfeatures and behavioural relations governing
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the functioning of the economic system as wellhasinteractions among its sectors. Second, the
construction process of a SAM is characterized H®/ ¢onfrontation of data collected from
different sources, or estimated via alternativassigal estimation methods, and faces conditidns o
data shortage and fragmentation. This provides ntioglel builder with invaluable practical
information that supports the model building precdsird, the SAM is generally used to estimate
the structural parameters of the economy-wide maailthis estimation process can be automated
as part of the model MAMS used in this study. Hgusecause the non-empty cells of a SAM can
be viewed as payment from one economic actor (agl to another (a row), the specification of
this payment relation (or value of transaction)diicells of a SAM provides a consistent approach
for economy-wide modelling.

MAMS can be viewed as an issue-oriented CGE motalhnis particularly extended to enable
the analysis of the development strategies foreactg the MDG at the country level. It has its
routes in the standard CGE model developed atrtigenhational Food Policy Research Institute
(IFPRI) by H. Lofgren, R. Harris and S. Robinson2B02. MAMS is significantly extended to
consider explicitly a time dimension by includiregursive inter-period dynamic relations and the
addition of an MDG module that treats MDG and etlanaoutcomes as endogenous variables.
For more information about MAMS and its implemeiotat see Lofgren and Diaz-Bonilla
(forthcoming in 2010).

The particular structural features of the SAM aow lthis relates to MAMS are summarized in
what follows. This is followed by a brief descrgotiof the SAM estimation and balancing process.
The calibration of MAMS for Egypt is then introdutand commented, and the structure of the
Egyptian economy based on the SAM data is also suired. The SAM for Egypt, its data
sources and other relevant indicators and parasnased to calibrate MAMS are presented in the
appendix.

52 Specific Structural Features of the SAM and MAMS

Two considerations have significantly affected {ecess of constructing the SAM and
implementing the Egyptian version of MAMS:

 The main technical features needed to make the &M MAMS an appropriate
analytical tool for handling the interaction amahg economy-wide performance and
the achievement of the MDG in Egypt.

* The particular behavioural features and the spedafiuctural characteristics of the
Egyptian economy needed to be explicity embodiedthe model structure and
economic rationale.

The Egyptian SAM for MAMS is constructed to ideptiénd explain various socioeconomic
features related to the strategies for achieviegMIDGs. The newly constructed SAM for Egypt
included the following structural characteristics:

First, the educational goals of the MDG are capturedgusia following mechanisms:

Labour — as a factor of production - is broken dowto three types with the following
educational achievements; (i) completed tertiary,completed secondary but not completed
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tertiary, and (iii) less than completed seconddryis disaggregation level can be used to
analyze the demand for labour services and theapmy wage rate structure by education
status. It further permits to assess the impaettefnative MDG strategies on the structure of
the labour market. It finally allows us to perfoamone-to-one mapping between educational
sectors and labour categories.

1) The education activities (and commodities) in th&MSinclude both government
services and private activities with each of themokbn down by the three basic
educational cycles: primary, secondary and tertiginis level of detail permits MAMS
to trace the demand for educational services bralewm by learning status and the
level of the adopted MDG-related measures, in adib estimate the enrolment and
completion rates for primary education (that ig itdicator for MDG?2).

2) The interaction between public and private educatotivities and the three labour
categories in the factors of production providey wseful means to analyze the human
resource development policies and in particulase¢hielated to the educational MDG
indicators.

3) Labour intensive activities are identified and &ebl from other production sectors to
allow for assessing the impact of MDG-related pescon the demand for factors of
production in both labour intensive and capitakngive activities. Labour intensive
activities in the Egyptian SAM include; spinningdamwaving, cloth, non metallic
industries, engineering and machinery and otherufia@turing sectors.

Second,the interests on domestic and foreign loans ahdratort of borrowing instruments
have separate accounts in the SAM. The accumulafidghe stock of government domestic
loans, foreign borrowing and grants can be propadiysted through time using these interest
accounts coupled with the inter-period dynamic nedd MAMS.

Third, the saving-investment balance -within the SAMensured via a capital account which
is broken down by type of domestic and foreign iinsbn as well as a disaggregated
investment accounts. The institutional capital acts are broken down into households,
general government and the outside world. Note tierethe households account groups three
economic actors; household sector, private compaai® public enterprises that are in
principle not directly associated with the MDGs.eTimstitutional capital accounts isolate
investment spending (or the gross capital formativam other inter-institutional capital
transfers (sales/purchases of physical and finhasisets/liabilities). This breakdown of the
institutional capital account is required by MAMB énable a more realistic inter-period
adjustment mechanism within the model.

Fourth, the Egyptian SAM for MAMS includes investment agots by both sectors of origin
(the usual treatment) and destination (the unuso). Investments by destination are detailed
only with respect to general government activitigsereas other non-government sectors have
an aggregate account. The breakdown of governnmyeisiments is made mainly for the
MDG-related services (public education, health ises; water and sanitation services and
government infrastructure). As usual, the investnignsectors of origin are concentrated in

37



construction, machinery and equipments and someluptive services sectors such as
transportation and storage.

Fifth, to satisfy the requirements of the MDG modellirgreise, the treatment of government
final consumption spending is somewhat unique & #malytical SAM for MAMS. The
column of government institution includes only camption of the services produced by the
general government. Purchases by the general goestnof non-government commodities
appear in the intermediate-consumption sub-matfithe SAM, that is, in the intersection
between governmental services (column-wise) andgowernment commodities (row-wise).
As a result, government final consumption expemdituould amount to only 2.7 percentage of
GDP at market prices. In the principal aggregateth® national accounts — produced by the
Ministry of Economic Development —, government finansumption in 2006/07 represented
11.5 percentage of GDP at market prices.

Sixth, since increased tax income can represent oneeobptions for financing the MDG
achieving strategies, the SAM sets detailed acsoforttaxes, including direct and personal
taxes, import duties and other indirect taxes. ®itaxes are broken down by type of domestic
institution, and indirect and import taxes are ded by type of domestic and foreign
commodities.

Seventh, non-government services in the SAM are broken dawta sectors serving the
production process within the economy and otheras@®ervices. To satisfy the analytical
purposes of this study, social services are bro#tewn into three education categories
(primary, secondary and tertiary), health servened other social services.

Eight, the SAM for Egypt has been built for the fiscahy@006/07. This year provides the
most recent and complete information on disaggezbaational income accounting data and
other socioeconomic indicators. Furthermore, treonding of socioeconomic data in Egypt
adopts the fiscal year convention. Given that MAM&dopting the calendar year convention,
it is assume that the fiscal year 2006/2007 isesgmted by the 2007 as the base year of the
modelling exercise in MAMS. The projection peridd\MAMS includes the period from 2007

to 2015, the target year of achieving the MDGs.

Ninth, as customary in CGE modelling, most of the stnadtparameters of MAMS — such as
the input output coefficients and base year taasratare estimated from the SAM data. In fact,
this process is automated through GAMS/Excel varsibMAMS used in the project. Other
behaviour parameters of the MAMS version for Eggpe based on; i) similar economic
studies for Egypt or estimates available for simdaveloping economies, ii) guesstimates
supported by economic rationale and some econ@r@tiilences, and iii) assessments of the
parameters used for other models for Egypt (sucthe@snergy Economy Interaction Model
for Egypt developed by Motaz Khorshid in 2008 anel Food Subsidy Economy-wide Model
developed by Hans Lofgren in 2004). It is worthwhloting, however, that a considerable part
of these parameters is adjusted and fine-tuneahgldinie validation of the MAMS version for
Egypt. During the validation experiments, the ottgsults of the model is compared with the
published socioeconomic aggregates up to 2009rasdlts obtained for other economy-wide
models for Egypt from 2009 to 2015.
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53

Estimation of the SAM

The SAM estimation process is based on multiplecasi(see Appendix I-C) and different
computational methods. As such, a detailed desmnipdf these methods would be an
extremely complex process that goes beyond theogarpf this final report. In this section we
provide only the main approaches used for estigahe SAM as well as the specific features
of its cells with special reference to the requieats for MAMS. A detailed description of the
SAM construction and assembly processes can bedfouisoheir Aboul-Einein and Motaz
Khorshid (2009).

Officially published macroeconomic indicators oftistes and applications of GDP, the
balance of payments and government income and speadcounts are used as control
variables to guide the development of the SAM drel lialance of its accounts. The
values of the disaggregated cells in the SAM - Whice computed using indirect

estimation methods — should generally convergbdsd aggregate control figures. The
SAM for MAMS relied however on several other sowroéd data such as recent input
output tables, population census, labour marketeys; various annual establishment
surveys of agriculture, industry and services all as previously constructed SAMs

for Egypt.

The disaggregation of activities and commoditiesufgs on government and non-
government services that would enable us to andl§@&-related issues for Egypt.
Education services and labour factor are both disgmted into 3 educational levels,
water and sanitation is presented as a separatw,saed "other public infrastructure”
is identified as another separate sector that adsofor government shares in
electricity, transport and communications. In tmawal follow-up report of the five-
year socioeconomic development plan for 2006/2@Qiblished by the Ministry of
Economic Development (MOED), investments in différactivities are broken down
into private, public and general government. Th&gdgregated data is not available
however for GDP at factor cost, which is only deddinto private and public sectors.
In the constructed SAM for MAMS, the public secisr however combined with
private enterprises and households to form a “reregiment” sector, whereas general
government is treated as a separate institutioqurés of investment and GDP were
therefore adjusted to meet these analytical neENBAMS.

GDP at factor cost in different sectors is caleadatrom the data provided by the
Ministry of Economic Development. Since GDP for mtacturing industries is not
disaggregated in the national accounting indicatbrthe MOED, it was necessary to
breakdown its value into labour-intensive and cdpiitensive industries using the
structure of the most recent (2005) detailed détthe industrial census published by
CAPMAS, in order to cope with the disaggregatiomesne of SAM for MAMS.
Moreover, government and non-government educatovices were disaggregated by
educational level using data on the number of stisde each of these levels and the
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corresponding costs. The whole structure of edocaty level in private and
government sectors was then adjusted or fine ttmed consistent with other accounts
of the SAM.

Household consumption was calculated on the béddlseaecent household survey for
2004/2005. The structure of final consumption spemaf the household survey was
used to derive detailed consumption patterns irSiil.

Exports and imports by sector were estimated usig structure of a previously
constructed SAM for 2004/2005 and were further stéjd according to more detailed
export and import data by commodity and type of psiblished by the central bank of
Egypt (CBE) for 2006/2007. The 2004/2005 data wsesdubecause the actual data
published by CBE does not cover all services, meguby the SAM for MAMS. The
SAM of 2004/2005 was assembled for a project carget by the Information and
Decision Support Center (IDSC) which is affiliatéd the Egyptian Cabinet of
Ministers. The Input-Output table of 2002/2003 -veleped by the Ministry of
Economic Development - was used as a starting pointeflect the structure of
production sectors of the Egyptian economy. Bothitiput output table of 2002/2003
and the accounting structure of the SAM 2004/20G5ewused in the process of
assembling the SAM for the base year 2006/2007 fastastep before applying the
updating and balancing processes and techniques.

To cope with the analytical purposes of MAMS, labcompensation by education
level and production activity was estimated in tsteps; first, total labour income per
economic activity was estimated using data from WMeistry of Economic
Development on compensation of employees (or wadées disaggregation of labour
compensation by activity and education status vssnated using the structure of
labour compensations data produced by the cerdaalay for public mobilization and
statistics (CAPMAS).

Gross operating surplus of different activities wagculated as the difference between
the value added at factor cost and labour compensly economic activity. It is then
considered as a residual estimate.

Domestic and national savings figures represemin@ortant economic variable for the
SAM and the calibration of MAMS. Their estimateduss are based on the national
accounting data produced by MOED. Savings of Gawemt and the rest of the world
were respectively computed from the deficits of tp@vernment and the current
account of the balance of payments. Private savingsseholds and companies), on
the other hand, were calculated as a residual adsed on the investment-saving
balance at the macroeconomic level. Capital trassfeetween institutions were
estimated using the following: (i) a matrix of says and lending available in the
follow-up report of MOED and (ii) institutional acants form the 2005-2006 bulletins
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of national accounts. Using data for different geather than 2006/2007 for which a
SAM for Egypt was built, was considered necessaly o1 cases where the required
2006/2007data for compiling the SAM were not audéa The SAM building has
however by and large relied on the most recent d&tacting the current structure of
Egypt’'s economy.

Aggregate investment spending figures are availéfdsn the published reports of
national accounting produced by MOED. Its breakdamio government and non-
government investments was meanwhile carried dagubke yearly follow-up reports
of the five year socioeconomic development plar2fa®6/2007. Investments by sector
origin are generally based on the input-outputastibr 2002/2003 after adjusting its
structure according to the activity and commoditgakdown of the SAM for MAMS.
A capital coefficient matrix of investment by omgand destination - based on the
2004/2005 SAM of the IDSC - was also estimated ¢ove the mapping between
investments by sectors of origin and destinatidms Tnatrix was furthermore used to
estimate a capital matrix for both the governmert mon-government investments.

A matrix of intermediate consumption was estimatadhe basis of the I-O matrix of
2002/2003. Some guesstimates were used for disgaggie activities of education. In
this respect, we have relied on ratios of expenelian different level of education in
government budget as well as ratios of the numbiestudents in each education level.

The breakdown of indirect taxes by activity typesviased on the Input Output table of
2002/2003 in addition to some details statistidéected from the government budget.
Total subsidies along with their allocation patse@re computed directly from the
government budget. Total import taxes are alsontdk@n government final accounts.
Tax and subsidy rates derived from the SAM are us&dAMS as part of its structural
parameters.

Total income of households was initially adjusted rhaking use of the estimated
savings, trying to maintain the ratio of househgldss savings to total income at
around 14%, which is an indicator mentioned in fillow-up report of the five-year
development plan. In the SAM for MAMS, however, bebolds are combined with
companies. In order to have more accurate estimtitessconomic aggregates of the
two types of institutions were estimated separatelyhe final version of the SAM for
MAMS, households and companies are grouped in cneuat such that savings are
for both institutions. Based on the above aggregascheme, the ratio of households
(or more precisely non-government domestic insting) savings increased to 22
percentage of total income.

Current transfers between government and othdtutishs are estimated according to
some partial data found in the government budgetated to pensions’ instalments and
payments of social insurance and social aid —laadlbcuments of national accounting
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produced by MOED. Current transfers with the rdsthe world (including worker’s
remittances) are estimated using the data of thvatprand public transfers from the
balance of payments tables produced by CBE. The Yy income distribution shares
used in calibrating MAMS are based on the SAM datterests paid on borrowings
from domestic and foreign institutions are direcymputed from the indicators of the
government budget. These data represent a dirpat to compute some parameters
used in MAMS.

* An important point — concerning particularly the i8Afor MAMS - needs to be
explained here. Government final consumption exjerej appearing in the column of
government spending in the SAM, includes only pasas of services produced by the
general government. The remaining part of govertrmensumption of commaodities is
recorded under the intermediate consumption colomthe producer of government
services. This treatment of government final cornstion spending is specific to the
SAM for MAMS.

54 Structural Features of the Egyptian Economy

The SAM for Egypt was particularly designed tolwate MAMS to be able to analyze alternative
MDG-related strategies. The constructed SAM carmesbowever to identify the major macro-
features of the economy based on a set of natmealunting indicators derived from its structure
and data framework. These indicators include maoro@nic aggregates as well as sector specific
measures such as household consumption pattexsngeent income and spending accounts and
the external transactions of Egypt. A set of tablamputed directly from the SAM are shown in
this section in order to explain some structuratifees of Egypt's economic system and the
prevailing interactions among its components inG2ZR007.

55 Structure of GDP

Sources and uses of GDP (in LE million) permitétetmine the relative weight of each economic
aggregate in the formation of gross domestic produc Egypt, final consumption spending
exceeds 80 percentage of the value of GDP, withajgriconsumption reaching 79 percentage of
GDP. Given the particular treatment of governmeral fconsumption in the SAM for MAMS, its
share in GDP is only 2.7 percent. In general, gowent consumption spending in Egypt ranges
from 10 to 12 percentage of GDP on average (sd®isd€C for more detailed analyses of this
point). Investment spending (or gross capital faiond in 2006/2007 mounts to 21 percentage of
GDP. Imports and exports of goods and servicesuatdor 34 and 31 percent, respectively. This
result explains the negative value of the commotidgle balance of the balance of payment
accounts. Finally, net indirect taxes (indirecteyminus commodity subsidies) account for 2
percentage of GDP. Detailed information about taes subsidies are shown in the government
final accounts shown below.
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Table (5.1): Sources and Applications of GDP in LBillion, 2006/2007

SOURCES of GDP Indicator USES of GDP ndicator
GDP at factor cost 715530 Household consumption 580153
Net indirect taxes 15700 Government consumption 19777
GDP at market price 731230 Total final consumption 599930
Imports 254600 Investment 155300
Exports 230600

Source: SAM for 2006/2007 constructed by authors

5.6, Value added matrix

The generation of factor income in the Egyptiannecay is shown in Table (5.2). The share of
labour compensation in GDP is estimated by the $&8N6 percentage of GDP at factor cost. The
breakdown of this 26.4% into different educatiovels is in favour of the before university level
(around 9.3% for primary and 9.8% for secondarycation respectively). Compensation of
employees of the tertiary education is around 7% ohthe aggregate GDP. Most of the gross
operating surplus is generated in the non-goverhiagivities. This is expected for at least two
reasons; i) the gross operating surplus of thergegevernment is — according to the national
income accounting convention — composed only of dbesumption of fixed capital (or the
depreciation), the net operating surplus of goveminis generally recorded as zero in the national
accounting system, and ii) In the SAM for MAMS, then-government activities group the
organized private companies, the public enterpaseshousehold activities. Finally, given that the
capital income — in table (5.2) - represents mbes t70% of the value added generated in the
production activities, we can assume that the Emgymconomy is a capital intensive one. This
point needs however further investigation with madigsaggregated data and advanced analytical
tools.

Table (5.2): Structure of the Value Added in LE milion, 2006/2007.

Value added Values Percentage Structure
Labour income 189000 26.4
Labour at primary level of education 66557 9.3
Labour at secondary level of education 70218 9.8
Labour at tertiary level of education 52226 7.3
Capital income 526530 73.6
Operating surplus in non-government activities 522034 73.0
Operating surplus in government activities 4496 0.6
Value added at factor cost 715530 100

Source: SAM for 2006/2007 constructed by authors.

5.7 Government account

General government revenues and spending are estonmd Table (5.3). The main
characteristics and structural features of thitetabe: a) tax revenues collected by government
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account for 58 percentage of its total income. Tigsre is however reduced by the subsidy
payments that amount to 21 percentage of income néhtax income represents then no more
than 38 percentage of government income. b) Ditaoes composed of personal, income,
corporate and wage taxes account for 50% of thed tak income. c¢) Indirect tax income
covers the remaining 50% of the tax revenues dubdoncreased share of sales taxes in the
structure of indirect taxes in Egypt. Note that tlades taxes are applied on both domestic and
foreign commodities. d) Due to engagement of Egypthe general agreement for trade
(GATT) beginning from 2005, the percentage sharangfort taxes does not exceed five
percent in 2006-2007. e) Current transfers to gowent represent 52 percentage of total
income and they are dominated by domestic transfrsh amount to 81 percentage of total
current transfers. This later category includedipt@nsfers from public enterprises — mainly
from the petroleum and transport sectors — inteyeggovernment deposits in domestic banks
as well as all other private sector current tramssfé) Capital income of government —
composed of foreign and domestic investments irpthi#ic sector and government borrowing
- does not exceed 10% of total government inconies Teflects the fact that most direct
domestic and foreign investments are mainly alled¢ato the private sector or public
enterprises. g) On the expenditure side, goverhinamsfers to domestic institutions represent
the highest spending component of the budget (82epé&age of total government expenses).
In addition, the level of interest paid to domestistitutions represents the main component of
the cost of government debt service (with a ratidpercentage of total spending and around
94 percentage of total cost of debt service). Toigxplained by the adopted government
policy of Egypt to rely exclusively on domestic lmwing as the main source for financing
government deficit. The resort to foreign borrowisgconsiderably restrained since the 1990
decade. h) Finally, government savings were negati2006/2007(-41,830 LE million) with a
relative share that exceeds 20 % of total expefmsasvenues).

Table (5.3) Structure of government revenues and spding, 2006/2007, (LE million and %)

Revenues Values % Expenditures alues %
Total 196517 100.0 | Total 196517 100.0
taxes: 114326 58.2 consumption 19777 10.1
direct taxes 57708 29.4 Transfers 170870 86.9
indirect taxes 56618 28.8 To rest of the world 9315 4.7
in which: import taxes 10370 5.3 To domestic institutions* | 161555 82.2
export taxes 1 0.0 interest paid 47700 24.3
Subsidies -40918 -20.8 To rest of the world 3000 1.5
transfers: 102296 52.1 To domestic institutions 44700 22.7
from rest of the world 19810 10.1 Savings -41830 -21.3
from domestic institutions | 82487 42.0
capital income in
gof)/ernment activities 20813 10.6

Source: SAM for 2006/2007 constructed by authors
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58  Balance of Payments

The rest of the world column (revenues collectedhsy Egyptian economy) and row (Egypt's
payments to the outside world) reflect the balariggayment account as shown in the SAM and in
table (5.4). The main result obtained from thisfggis that although the trade balance of goods
and services was negative (reaching -24,000 LEomiih 2006/2007), the current account balance
was positive (or foreign savings was negative).sTdutcome has resulted from the excess of
transfers from abroad (worker's remittances andrmebn Egypt's foreign investments) over
transfers to the outside world. Again here, moas th5% of the transfer income from the outside
world is channelled to the non-government sectimally, the interest on government loans from
the rest of the world has reached 3 LE billion®&-2007.

Table (5.4): Structure of the Balance of Payment£006/2007 (LE million and %)

Revenues Values % Payments Values %
Total 297669 100.0 | Total 297669 100.0
Exports of goods & 230600 77.5 Imports of goods & services 254600 85.5

services

Transfers 81069 27.2 Transfers 40069 13.5
for non-government | 61259 20.6 from non-government 30753 10.3
for government 19810 6.7 from government 9315 3.1

foreign savings -14000 interests from government 3000 1.0

Source: SAM for 2006/2007 constructed by authors

59  Savings — Investments Balance

The savings and investment accounts of the SAMesemt an important balance on the
macroeconomic level. It reflects the capacity efélsonomy to invest and then the need for foreign
borrowing to finance these domestic investmentyurei E.5 reveals the fact that the financing of
domestic investments is strongly dependent on weefgment savings. Accordingly, the non-
government sector represents the main driving fdorethe accumulation of fixed capital
accumulation and economic growth in Egypt basedhendata of 2006/2007. This result is
reflected on the allocation of investment betwesemage and government sector in table (5.5).
Because the SAM for MAMS merges public enterpriséb the private sector, non-government
investments have exceeded 80% of total domes#siments in 2006-2007.

Table (5.5): Structure of savings and investment,a6/2007 (LE million and %)

Savings Values % Investments Values %
Total 155300 | 100.0 | Total 155300 100.0
Non-government savings | 211130 | 135.9 | Non-government investments | 130133 83.8
Government savings -41830 -26.9 | Government investments 25167 16.2
foreign savings -14000 -9.0

Source: SAM for 2006/2007 constructed by authors
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510 Pattern of household consumption

The pattern of household final consumption showtalote (5.6) demonstrates that the expenditure
on public education is generally much higher thHan gpending on private (or non-government)
education services. This might be explained bydihrainating role of public education system in
Egypt. For instance, about 80% of the secondarpatchraduates - enrolled in the higher
education system — are studying in state univessiffhe remaining share is distributed between
higher education institutes and private universitié shows also that the spending on private
education services is mainly concentrated in tinagyy education level. This result has however
changed later on due to the considerable increateeinumber of private universities and higher
education institutes in the period from 2005 to®20the SAM shows also that the expenditure of
households on public health services is fairly lsinib that on private health services. Households
spending on capital intensive industries accountHe largest part of private consumption (about
35% of household expenditures). Finally, about IH%ousehold current spending is allocated to
government services other than education, healtiitation and infrastructure.

Table (5.6): Structure of household consumption speling, 2006/2007, (LE million and %)

Commaodities Household consumption %
Agriculture & Fishing 47297 8.2
Crude Oil & Natural Gas 1051 0.2
Labour Intensive Industries 78232 135
Capital Intensive Industries 203495 35.1
Construction 0.0
Electricity & Water 7859 14
Transport & Communication 29736 5.1
Other Productive Services 64468 11.1
Private Education - Primary 1065 0.2
Private Education - Secondary 217 0.0
Private Education — tertiary 127 0.0
Private Health Services 6686 1.2
Other Private Services 22435 3.9
Public Education - Primary 6066 1.0
Public Education - Secondary 1508 0.3
Public Education — tertiary 2835 0.5
Public Health Services 5198 0.9
Water & Sanitation Services 3017 0.5
Other Infrastructure 12866 2.2
Other Government Services 85995 14.8
Total 580153 100

Source: SAM for 2006/2007 constructed by authors

46




6.1. Introduction

Alternative strategies for achieving the MDGs irypigare formulated and assessed in this section,
using the MAMS framework.

The model is first used to generate a referende joat2007-2015, which is also indifferently

regarded as a base run or a business-as-usual (8&dario. This BAU run is mainly directed

to project the medium-term economy-wide indicatag to 2015, assuming that the

government continues to rely on various policy meaes and strategic trends applied in the
1990 decade and the beginning of the twenty onéugerBased on the results of this BAU

scenario - with respect to the achievement of the#@Gw alternative policy measures can be
formulated and tested. The selected strategiesdeilend then on the results of the BAU
reference path and the selected government poleasuares to achieve the MDG.

In light of the current performance and structfeakures of the Egyptian Economy as well as the
adopted development policies and directions, tffirecing options for the MDG strategy are

considered here: (i) domestic borrowing, (ii) fgrecurrent transfers (or aid transfers) and (iii)

domestic tax revenue. The first option assumestiesaEgyptian government would further rely on

domestic borrowing — in the form of treasury béled other government domestic financial

instruments — to ensure the financing of the celsted to the MDG strategy. The second option
assumes that the Egyptian government will sucaeedduire foreign grants (or transfers) directed
to reach the aspired MDG indicators. Finally, thiedt option adjusts the direct tax rate so as to
generate enough revenue to finance the required Bli¥@&ding. The above financing options are
compatible with the decision of the Egyptian goweent and the central bank (CBE) to minimize

the reliance on foreign borrowings and, insteadpilime domestic resource to finance the

government budget.

Three additional experiments were also performriacle the analysis: (i) MDG financing via
external debt, (i) specific policies to achieveiversal primary education (MDG2) and (iii)
specific policies to achieve appropriate accesmpyoved sanitation (MDG7b). The selection of
the last two scenarios stemmed from the fact tlwst wf the MDG indicators — except MDG2 and
MDGT7b — are achieved in the reference path sce(se® section B3). It would be useful then to
apply appropriate policy measures that concerggaeifically on these two indicators.

All the above experiments were also analyzed indbetext of alternative economic growth
scenarios and their impact on the MDG indicatdkstpalternative reference path scenarios as the
benchmark. Specifically, two economic growth, refee path scenarios were tested. Firstly, an
optimistic scenario based on the government inglisaeflected in the follow-up reports of the five
year plan produced by the Ministry of Economic Depment (MOED) as well as other official
government documents. This scenario assumes tlyat &gl gradually overcome the effects of
the recent world-wide financial crises and will i@efe real GDP growth rates of 4% in 2010, 5% in
2011 and 6.5% per annum thereafter until 2015.aMeeage growth rate of real GDP at factor cost
in this scenario will be 5.7% during 2008-2015. @elly, a moderate growth scenario which
assumes that the Egyptian economy will take maone to overcome the effects of the financial
crises with real GDP at factor cost growing anmyuayl 4.9% in 2008-2015.
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The results of the two reference paths are disdussevhat follows. Alternative financing
options to achieve the MDGs are then assessedjtakim consideration the performance of the
Egyptian economy and the resulting MDG indicator§he main findings of the MDG
modelling exercise are summarized in the conclugiag of the report (section VIII) in order
to provide appropriate policy advice that may befuisto the government of Egypt.

6.2 Assumptions and medium term projections of the meigce path

The main trend or development path of the econdntyggpt — under the reference path or BAU
assumptions - has been generated based on: &shenptions of the development scenario of the
current medium term socioeconomic development (@807-2012), (i) World Bank development
indicators and development reports, the IMF econamtlook and results from existing studies for
Egypt (such as Khorshid, 2003 and 2008), (iii) strectural parameters of the Egyptian economy
based on the constructed SAM for MAMS, (iv) thdlofe-up reports of MOED on the impact of
the recent worldwide financial crisis on Egypt'simsocioeconomic indicators and finally (v) the
specific estimates of the behavioural parametedstechnical coefficients of the model based on
worldwide indicators, similar country’s indicat@sd other economic studies for Egypt.

6.3 Assumptions of the Reference Path

The assumptions of the BAU scenario can be dekddatthe following points:

1)

2)

In light of the documents of the current five ygéan (2007-2012) and the analytical
reports published by the government of Egypt dfterworld financial crisis as well as
other economic studies, two GDP growth scenariosew®rmulated (see the
introductory part of this section). In this respese assumed that the government of
Egypt will either succeed to achieve the pre-cris&d performance before 2015 or it
will continue to be hit by the impact of the crigip to 2015. The average annual
growth of real GDP in the two scenarios during 200815 was, respectively, 5.7 and
4.9 percent.

Real government consumption spending follows argerous growth rate. The choice
of this closure rule is explained by the fact tigavvernment final consumption is
considered as part of the demand management motigiected to enhance the growth
prospects of the economy. According to the optimigrowth scenario and based on
the most recent data trends of the developmentfpliow-up reports, real government
consumption expenditures are assumed to grow oragedy 4.5 percent per annum
during the projection period up to 2015. For thecdl year 2009/10, however, real
government current spending is expected to grové.Bypercent. This higher growth
rate reflects the government policy to increasehbotirrent and developmental
expenditures in order to overshadow the negatiyeach of the current international
financial crises resulting in a decline of privatteestment spending and an observed
decrease in the GDP growth rates. With respedtaamtoderate growth scenario, on the
other hand, the same government expenditure treradiopted but with slightly less
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3)

4)

5)

6)

7)

growth to reflect the difficulty to finance goveremt spending policy under the
conditions of moderate GDP growth rates. Accordmthis moderate scenario, public
final consumption will grow at only 4 percent a yearing the planning period.

Based on the above, MAMS was then used to genérateeference paths for the
Egyptian economy, an optimistic and a moderate dieese two paths are really
benchmarks for comparing alternative strategiesctoeve the MDG.

According to the Central Bank database, governrdentestic borrowing — including
treasury bills and loans from the monetary systeare-expected to grow by 2 percent a
year up to 2015. Current transfers between domaesiitutions will increase annually
by 4 to 5 percent in nominal terms. This assumpBdrased on data collected from the
published social accounting matrices during the 1890 decade and the beginning of
the twenty first century. The estimated growth saéeée however adjusted to reflect
current government policies with respect to soaid| social security funds and other
government welfare transfer measures. Governmeththauseholds transfers to the
outside world are assumed to grow annually by 4 2nmkrcent respectively. These
rates are consistent with the Ministry of Finan®#Of) data and the results of
household income and expenditure surveys.

Annual growth rates of imports and exports pricéiaas relied mainly on the future
scenarios of world price categories produced asqgiahe global economic prospects
of the IMF and the WB. These general trends araesaelfl by additional information
from the CBE and the Ministry of Commerce and Ingus

The Armington elasticity of substitution between ndgstic and imported, and

elasticity of transformation between domestic saled exports per commodity group
are based the international data provided by H.gteof (2008a), similar general

equilibrium modeling exercises for Egypt (Khors@03 and 2008) and the judgment
and expertise of the Egyptian team.

In addition to the socioeconomic behavior paransetehich are many in MAMS, the
model includes elasticies that measures by how ntiehdifferent MDG indicators
would change in response to their determinants Aggeendix Ill). These elasticities
are based on other countries comparative measuoyded by Hans Lofgren and
background studies of the MDG indicators recordedection 1V of this study. It is
clear from the data of appendix Il that reducirglec and maternal mortality rates
(MDGs 4 and 5) are affected by spending on heafthices, government accumulated
stock of other infrastructure and per capital hbosefinal spending. Furthermore, it is
expected that the improvements in the provisionle&n water and sanitation services
to the Egyptian population (MDG7a and b) would a#ect the performance of MDGs
4 and 5. In light of the elasticities of Egypt useith MAMS, the government spending
on health commodity represents the main determioiatite indicators of MDG 4 and5.
With respect to improving the provision of cleanteraand appropriate sanitation

49



8)

9)

infrastructure (MDG7a and MDG7a), government spegdin water and sanitation
services is the main determinant for achievingdbsired development goals (it has the
largest elasticity level). Other government infrasture and per capita private
spending has however a smaller impact in particwéh respect to improving
sanitation infrastructure (MDG7b). Determinants athieving universal primary
education (MDGZ2) and its associated elasticitiescamputed in MAMS as a function
of several educational parameters as well as séhes socioeconomic factors. On the
educational side, the students’ behavioural charistics include; a) shares of enrolled
students that pass their current grade (pass)hdwes among cycle graduates who
continue to next cycle (grdcont) and c) share dfocbof the first year in primary
school that enters school. In this respect, theca&tthn elasticities are linked
accordingly to these students behaviour charatiteyisand the corresponding
socioeconomic indicators which are; a) educaticalitjuparameter, b) under five child
mortality rate, c) government other infrastructuteper-capita household consumption
spending and finally e) wage premium. The educatipality — measured by
government spending on education in MAMS - reprissem important factor in
achieving MDG2 and improving the educational preciesall cycles. The impact of
the education quality becomes more apparent witltatbn cycles after the primary
education (see appendix IllI). The same logic appdilso to the per-capita household
consumption spending with respect to its impacstolent educational characteristics.
It should be noted finally that both the improvdula mortality rate (MDG4) and the
other government capital infrastructure have a ibEnsimpact on the students
educational characteristics and then on MDG2.

Estimated base-year share of domestic governmendvidag that generates interest-
bearing debt and the prevailing discount rate vadrained from CBE database. Net
profit rate for private capital was defined basedworld wide cross-country analysis
adjusted by the specific studies for estimatingurreton capital in the Egyptian
economy. Depreciation rate of capital has reliethiyian international experience and
the applied CGE models for Egypt (Lofgren 2008a &imbrshid 2003 and 2008).
Depreciation rate for most government servicesch @s education, health, water and
sanitation and other public services — is 2 perpentyear whereas that for other private
capital was set as 7 percent per year.

The base-year level of employment by factor andrigct(mainly applied to the three
labour categories in thousand of persons) is basaatljusted data from the population
census and the labour survey of CAPMAS as welhasublished information by the
MOED as part of the plan documents. During the quer2008-2015, since it was
difficult to collect these data by economic actiyithe number of workers by education
status was recorded only on the aggregate levelila8ly, the labour participation rate
out of population at labour force age per year e@aputed from the population data
produced by CAPMAS. The increase in the labouri@petion rate changes from 4.96
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percent in 2007 to 5.06 percent in 2015 and thén16 percent in 2020. This gradual
increase in the labour participation rate reflgggernment policy in this respect.

10)The unemployment rate by labour category refleotsatgreat extend the specific
structure of the labour market in Egypt. The latggsemployment rate is for labour
that has completed tertiary education (12 percdimg. lowest rate reflects the situation
of those who have completed only primary educa{@®npercent). This base year
parameter is computed from the 2006 labour sun@ydected by the population
council in Egypt.

11)Estimates of total population data in thousandsfemm the population census and
reports of the MOED. The population size is expgdtereach 92.6 million in 2015.
The model also needs information of a particulapydation groups such as; i)
population in the age cohort that enters grade) Jopulation in the age cohort that
enters the labour force (often 15 years) and apuation at labour force age (often 15-
64). These estimates are again based on the poputansus produced by CAMPAS
and other surveys carried out by the populatiomcibu

12) In order to adjust domestic and foreign governmieotrowing over time, initial
government debts account for 637,200 and 170,430milkon from domestic and
foreign markets ,respectively. Accordingly, the amtic government debt represented
95.4 percentage of GDP in the base year.

6.4. Market Closure Rules for Egypt

The assessment of the economic performance ofrdargeuvia a CGE model — depends to a great
extend on the selected closure rules. These ryfgaie the clearing mechanisms for factor and
commodities markets as well as key macroeconontambes including the balance of payments,
government income and expenditure balance andtmees-saving equilibrium. The Closure rules
can then reflect various demand management andysoppnted decisions as well as the
macroeconomic adjustment programs. In this veiay tban be viewed as part of the set of
instruments used by economic decision maker teegeththe planned development objectives of a
country.

One of the principal closure rules included in aar®my-wide model is the government clearing

mechanism. In MAMS, three categories of closuresrare embedded in its structure. The first one
is used to close the gap between income and sgeadoounts of the government budget. The
second closure is related to the allocation of gowent final consumption spending. The third

closure addresses alternative means used to degetimai income of government institution.

In light of the options included in the structufdAMS system, the level of domestic borrowing
is selected as the initial clearing variable. Té¢h®ice is based on Egypt's current government
policy to rely mainly on domestic government borrgyvin financing the government budget
deficit. The reliance on foreign borrowings or tates is not currently part of Egypt's policy
measures. Based on the recent economic and fihami@ators, foreign loans have been reduced
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to a minimum level and the government of Egyptdmapted - since 2005 — a tax reduction policy
directed to revitalize the domestic markets andaeoé the growth prospects of the economy.
Although the Egyptian economy has witnessed a deratble increase in the flow of direct foreign
investments, their largest part are used in fimanthe private and joint sectors.

Government final consumption is assumed to be firetkal terms and follows an exogenous
growth rate. In the Egyptian context, governmergnsiing is not pro-cyclical and it does not
generally dependent on the economic growth. Itseduin principle to affect the quantity and
pattern of demand for commodities and then the lelveutput. With respect to alternative rules
for government receipts, income from direct andréud taxes are generated using fixed tax rates.
Government borrowings of domestic bonds and fordest are computed using fixed value shares
of GDP. Finally, the transfers from the rest of w@ld and borrowing from the monetary system
are determined as a fixed share of GDP. It wortingohowever, that both current transfers and
borrowing from the rest of the world are assumeaktdixed in foreign currency.

A flexible real exchange rate clears the foreigchexige market. Based on the document “MAMS
— A Guide for Users” developed by Hans Lofgren®&, this choice is justified by the fact that “
Experience from MAMS simulations in different coug$ and contexts indicates that other rules
are not useful, especially in medium — to longsatiing”. On the other hand, MAMS can use two
factor-market closure rules; i) exogenous unemptymate (greater than or equal to zero) and ii)
endogenous unemployment rate (Greater than or émaaminimum rate). In the case of Egypt
and consistent with most previous MAMS simulatighs,first rule is applied to non labour factors
whereas the second rule is typically used for lakaeiors. This means that the unemployment rate
is a function of the policies affecting the demdad (and the supply of) labour. This rule is
consistent with the labour market functioning ie Egyptian context.

The investment and saving accounts are computeloiaseholds, government and the rest of
the world. Given that the saving and investmenwants for both the government and the
outside world are determined by other rules witliaAMS, the investment-saving balance on
the macroeconomic level is cleared by either hooiskebavings or household investment. In
the application of MAMS for Egypt, household invesnt spending is determined as an
exogenous share of GDP and saving clears the mafke$ closure assumes that the
government of Egypt will adopt a policy directed documulate national savings with the
objective of ensuring a level of investment comsisivith a selected share of GDP.

6.5, Results of the reference Path

The performance of the reference path scenariogltiie period 2007-2015 is assessed using four
economic development objectives; namely, econonmowtt), structure of the economy,
government income and spending and the externaintal The performance indicators are
recorded in the tables from (6.1) to (6.8).

GDP and Aggregate demand

Tables (6.1) and (6.2) summarize the macro indisatd the Egyptian economy under the
optimistic and moderate growth assumptions of éfierence path scenario. They measure also the
impact of the adopted MDG strategies on the maoramuic performance. In the moderate
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scenario, GDP in real terms at market price is egoeto grow on average by 4.7% per annum
during the projection period. This GDP growth hastgbuted to a similar increase in private
investment spending accounted for 5.7% per yeardsimn 2 of table (6.1)). It should be noted
here that the investment-saving closure rule ofribdel assumes that private investment is a fixed
share of GDP. On the other hand, government imesgtis expected to grow annually by 3.2
percent from 2007 up to 2015. In the optimistionse® (table (6.2)), real GDP at market prices is
expected to increase on average by 5.5 percenteperup to 2015. This higher growth is also
reflected on private investment spending whichxeeted to grow on average by 6.1 percent up to
2015.

In the moderate scenario, GDP growth coupled wighincrease in investment spending positively
contributes to raising household disposable incand, as a consequence, household final
consumption expenditures increase by 6.5 percerdrpeim. The considerable growth of private
investments - which account for more than 60 péagen of aggregate gross fixed capital
formation in 2007 - and the increase in privatalfspending generate higher levels of demand for
both intermediate and final goods and serviceserGithe considerable share of imports in
aggregate demand for goods and services and reBl B2 share of imports in real GDP
accounted for 32 percent in the base year), thenelof imports increased annually by 7.9 percent
on average during the projection period (2007-20Ib)fact, the volume of imports does not
depend only on its initial share in GDP but alsdrendegree of substitution of domestic goods by
imports (which is treated in MAMS as a functiontlo¢ value assigned to the Armington elasticity
of substitution between domestic and imported gemdisthe magnitude of the difference between
domestic and world prices). In the optimistic ghovecenario, real private investment and
household final consumption spending increased alynby 6.1 and 7.4 percent, respectively.
This performance has contributed to augmentingtimeial growth rate of imports — during 2007-
2015 —to 8.4 percent on the average.

The tables (6.1) and (6.2) indicate also that @ggarreal terms increase on average by only 3.5
and 3.9 percent per annum in the moderate and ghimistic scenarios, respectively. This
represents generally half the growth rate of ingpdrhis might be the outcome of several factors
such as the magnitude of export subsidies, thdic#asof transformation between domestic
production and exports as well as the relation eetwthe domestic supply price of commodity and
the corresponding world price. It is worth notingwkever that government spending on export
subsidies is — according to public finance indicatoat its minimum level (see table (5.3)). This
result stresses the need to strengthen the effioEgypt’'s government to promote exports in order
to reduce the growing deficit observed in the ant®of the trade balance of goods and services
During 2007-2015. As a percent of GDP, the tradeitle measured as the difference between
imports and exports of commaodities — has increféreaa 3.1 in the base year to around 3.9 percent
in 2015 (see table (6.7) below) .

Macroeconomic structure and public debt

As a percentage of GDP, the structural featurebefconomy are not considerably affected by
the assumptions of the reference path (see tah®sand (6.4)). In the moderate growth scenario,
the major change compared to the base year (20@7¢ ishare of exports in GDP. This indicator

declines from 31.5 percent in the base year tonar@6 percent on average during the projection
period of the reference path. Because domestiogmwdre computed as the difference between
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GDP — or more accurately the gross income — aiadl éxpenditure spending, the drop in the share
of exports contributes to reducing the percentdggrass domestic savings in GDP from 18
percent in the base year to a yearly average @fddcent for the whole projection period. Given
the assumed continuing reliance of the governmielaggpt on domestic debt to finance its public
deficit, the share of domestic debt to GDP increase

From 95.4 percent in the base year to about 106L@08doercent in the moderate and optimistic
scenarios, respectively. In consistency with tlgad, the percentage of foreign debt in GDP in the
moderate scenario shows a decline from 23 pemehtibase year to 15 percent in 2015. Similar
structural features appeared in the results obpienistic growth scenario.

Government Income and Spending

Tables (6.5) and (6.6) show the component of gorem receipts and spending as a percentage of
GDP for both the optimistic and moderate growthnades. These tables reveal the following
results:

* Direct tax income as a percentage of GDP does nahge - during the projection
period and compared to the indicators of the base.yThe average GDP share of
direct tax income is 7.9% in both 2007 and 2015.

» With respect to the indirect tax income as a pesgeof GDP, the results show a drop
in the revenues from import taxes from 1.4% inlihse year to 1.2% in 2015. This can
be justified by the drop in the share of import&iDP from 34 percent in the reference
path to around 30 percent in the terminal year 28fithe reference path scenario (see
Table (6.7)). The share in GDP of other indiregeta— composed mainly of sales tax
revenues — does nevertheless increase from 0.Aeibase year to around 1.6% in
2015. This is a direct impact of the favourablewgtoprospects in the real GDP and the
demand for goods and service during 2007-2015.

* Private transfers to government represent the bkigbbare in GDP (that is 11.4
percent) compared with other income sources forgiheernment. This high ratio is
generated from a consolidated institutional accdhat groups the household sector,
private companies and public enterprises.

» Consistent with the financing policy of the budgktficit, domestic borrowing as a
percentage of GDP is classified as the second muxirtant income source for the
government, being 8.7% in the base year and 79%1% 2inder the moderate growth
scenario. The decline from 2007 to 2015 can béated to the improved performance
of government revenues due to an increase in thee If factor income in GDP from
2.8 percent in the base year to around 3.7 pemez@15, as well as the reduction of
the percent share of fixed government investmeending from 3.4 in the base year to
2.8 percent in 2015.
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* As a percentage of GDP, government transfers tgtivate sector represent 22% of
total public spending. This highest spending itesmsamposed of welfare transfers and
pension payments to the household sector, subsidigsiblic enterprises and other
transfers to private companies. Given that govemnirtransfers to the private sector are
fixed in nominal terms, their share of GDP is tlaens in both the base year and the
reference path scenario. Furthermore, given thee@se in domestic government debt
over time, and assuming fixed interest rates aastrey bills and other domestic loans,
the domestic interest payments increase in theeieée path relative to the base year.

* Real government final consumption spending is assuta grow at a fixed rate, and
even though this is lower than the real GDP grosate, the share of real government
final consumption of GDP is higher than in the basar basically due to price
changes.

The external balance

The balance of payment indicators as a percenta@®P - in the base year and the reference
paths — are shown in tables (6.7) and (6.8). Inspoepresent the highest percentage of all
income to the rest of the world. This indicatorresgents 35 and 30 percentage of GDP in the
base year and 2015, respectively. The smaller ptage in the reference path may be
attributed to the changes in the exchange rate @dsaaing variable of the foreign exchange
market. Similarly, on the inflows front, exportsgdods and services occupy the highest share
in GDP. The percentage of exports in GDP declines the years relative to the base year by
about 5%. Other government transfers to the domesérket, and to the rest of the world,
represent a relatively smaller share of GDP ranfjimg 0.5% to 6%.

6.6. Assessment of the MDG Indicators

Most of the MDG indicators are generally achievear—even over-achieved — in both the
optimistic and moderate growth scenarios. Thisxidueling the poverty goal (MDG1) which is
analyzed in the subsequent section and, to soreadxthe goals of access to improved sanitation
(MDG7b) and universal primary education (MDG2).

This outcome is primarily attributed to the contna efforts of the successive Egyptian
governments to adopt appropriate policies for amigethese goals. It can be argued also that the
improved growth performance of the Egyptian econalumyng the first decade of the twenty first
century has positively contributed to this situatidnd, and indicated earlier, all these policied a
performance are somewhat captured and continuegagithe reference path scenarios.

Tables (6.9a) and (6.9b) provide a summary of tB&Mhdicators in the years 1990, 2007 and the
target year 2015 for the reference path respegtivader alternative economic growth scenarios -
as well as for the MDG scenarios that will be idtroed below. The performance of all the MDG
indicators is quite satisfactory. With respecthe thild and maternal mortality rates (mdg4 and
mdgb, respectively) the aspired targets are aathieeproved health care services, extended
health insurance coverage and building more physif@structures — particularly in the rural
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areas - are the main determinants of this postaréormance of the mdg4 and mdg5 indicators.
The goal of improving access to safe water (MDGizs) been achieved before 2007. According to
the MAMS results, 99% of the population would haeeess in 2015 under business-as-usual
policies. As for access to improved sanitation (MDJ; coverage goes up to 80% by 2015, which
is a satisfactory result, but the target set fdr528 not fully reached. The primary completiorerat
(mdg2) goes up to 92% against the goal of nead@d dt should be noted however that the full
primary completion rate (MDG2) is targeted indilgat MAMS. This means that the completion
rate of the students in the primary education cyakhich consists of 6 academic years — relies on
the entering and passing behaviour of these stidEné computed target of MDG2 depends then
on the passing and entry targets which — if sedeate99% - would lead to goal of 93.2 percent.
Given this computational rationale, the performawicthe reference path scenario, with respect to
MDG2 can be considered a satisfactory result it gginot fully reaching the target.

It should nevertheless be noted that, accordintheodescription shown in part IV, the same
indicators reflect a clear duality between urbad amal areas with respect to the achievement of
the MDGs. This disaggregated level of analysis cehowever be handled by MAMS but based
on the modelling results one could conclude thaiewement under business-as-usual policies
would be more likely to happen for the urban aseakless likely for the rural areas.

6.7. Evaluating alternative strategies to achieve the 3B

Based on the outcomes of the reference path —sefiba— scenarios, MDGs 4, 5 and 7a would be
within reach under business-as-usual policies vaseDGs 2 and 7b would not, though the latter
would not be far from being achieved by 2015. Famolicy point of view, then, Egypt would
have to target those MDGs that cannot be achievetkruthe reference path. Accordingly,
financing strategies to scale up public spendimgirgy at achieving MDG2 and MDG7b are
analyzed in what follows.

Six alternative policy scenarios — that take bbthrhoderate and optimistic growth reference paths
as the benchmark - have been formulated to evaluzdé would be the most convenient strategy
for Egypt's government to achieve MDGs 2 and 7bmaeding up public spending efforts to the
business-as-usual policies. The set of policy nreasor strategies vary depending on two
determinants: a) the financing mechanism of puggending and b) the selected development goal
or combination of goals to be attained. Specificdlie following six policy measures or scenarios
have been generated:

a) mdg-db: domestic borrowing is used to target both MDG@& MDG7b.

b) mdg-ft: foreign transfers and grants to the governmenbsect increased to finance
the achievement of MDG2 and MDG7b.

c) mdg-tax: income taxes are raised as a policy to financatheéevement of MDG2 and
MDG7b.

d) mdg-fb: the government relies on foreign borrowing to achi®IDG2 and MDG7a

e) mdg2-db: domestic borrowing is used to achieve MDG2
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f)  mdg7b-db: domestic borrowing is used to achieve MDG7b

In light of the currently adopted public financdippin Egypt, domestic borrowing represents the
major source of financing the government resorté\ter the Gulf War of the 1990s, the reliance
on foreign debt has been reduced to its minimurel.l&ased on the base year SAM of 2006/07,
for example, foreign borrowing represented arouaddOof GDP whereas the share of domestic
borrowing was 8.7% of GDP. Reliance on income-tuenue is not high either. The government
of Egypt has actually recently issued a new tax ilasluding a reduction in both personal and
import taxes in order to revitalize the economy anflance its future growth prospects. Using
current transfers from the rest of the world in fiien of grants or other current payments to the
government may however be considered as a secdmt creice to finance MDG-related
spending, pending on the success of the Egypti@engment to attract these foreign inflows.
Based on the above rationale, it can be concluaddomestic borrowing and foreign transfers
represent policy options which the government danktof in consistency with the current
economic trends in Egypt. Scenarios that consluerother two financing options are discussed
here for analytical purposes only. The last twanades listed above target the achievement of
MDG2 or MDG7b separately using domestic borrowm@ider to determine how much it would
cost to achieve each of them. The six MDG finan@ognarios and their main economy-wide
repercussions, including the effects for the MD(&samldressed in what follows.

6.8 Economy-wide Impact

The economy-wide impact of the strategies simuldteéddd efforts to the business-as-usual
policies in order to achieve MDG2 and MDG7b is geltglimited. This is expected considering
that most of the MDGs are achieved with a contionatf policies. The macroeconomic level, the
specific polices directed to improve access totatmm services represent a unique case with
respect to government consumption expenditures. pamed with other policy measures
addressing all the MDG indicators, the mdg7b-dbceatrates only on the improved access to
sanitation services (mdg7b). Because the gap tewaeh MDG7b is the widest under the
reference path scenarios, real government finaswgoption spending is expected to witness an
average annual increase of 4.9 percent in thisfepscenario (mdg7b-db) compared to a drop in
the annual growth rate of 0.6 percent in the cdsie scenarios in which the two unrealized
MDGs are targeted (see table (6.10)). All otherneadic indicators are less sensitive to the
strategies of achieving the MDGs. The structuregofernment income and spending as a
percentage of nominal GDP is not affected by theptedi MDG policies either. The strategy of
relying on foreign debt to achieve MDG2 and MDGZ@sl contribute to reducing government
domestic borrowing, though, by an annual averag€@fluring the period 2008-2015. Excluding
these two results, the economy-wide impact in thnellated MDG-related scenarios - relative to
the reference path - is negligible.

Under both moderate and optimum growth scenartws, government income and spending
accounts as a percent of GDP reflect the follovimelgavioural features with respect to alternative
MDG strategies (tables 6.5 and 6.6). First, the M@icies concentrating only on the universal
primary education goal (MDG2) is less expensiveathieve than other strategies targeting
MDGT7b or both MDG 2 and 7b for at least two reas@)she development strategies directed
only to achieve MDG2 are expected to avoid theeriirand capital spending associated with (or
needed for) improved sanitation facilites (MDG@n)d b) the improved net completion rate of
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primary education (MDG2) is expected to reduceilliterate rate, improve the performance of the
education system and enhance the quality of lalooce. The expected favourable labour market
environment and the improved quality of educationpted with the saving in cost required to
finance MDG7b, would contribute to reducing the chder government current and capital
spending. Based on table (6.5), government cuspaiding as a percent of GDP decreased from 3
percent in the moderate reference path scenamo tmore than 2.6 percent under the mdg2-db
strategy. Second, the development strategy tlthteisted to target MDG7b and neglect MDG2 as
well as other goals — or not targeting them — geeted to increase the MDG financing burden on
the Egyptian government by augmenting the currgpemrditures as a percent of GDP from 3
percent in the moderate growth reference path soena3.2 percent when adopting the mdg7b-db
strategy. Given that the MDG indicator for accessriproved sanitation facilities (MDG7b) has
increased in 2015 from 79.8 percent under theawfer path to reach the goal of 83.3 percent, this
improved performance required more government elfpga on sanitation services during 2008-
2015.

The growth rates of real government consumptiomdipg under alternative policy measures
are summarized in tables (6.10). As explainediptsly, these measures concentrate mainly
on achieving MDG2 and MDG7b; other MDGs are alreadigieved under the reference path
and they are not then part of the goal seekinggamcBecause the goal of improved access to
sanitation (MDG7b) is the least achieved one in72Qfround 66 percent) and the target in
2015 is 83.3 percent, the average annual growghafgovernment consumption spending on
water and sanitation services needs to go up utdeselected development strategies for
achieving the MDGs. A reverse direction is witnesggth respect to government spending on
the primary education services. This result magxa@ained by the small difference between
the achieved MDG indicator (MDG2) in 2015 in théerence path scenario and the adopted
strategies or policy measures. Since the goal &lynechieved in the reference path, any
additional financing to achieve the MDGs shoulddivected to the other one (say MDG7b). If
we add to the above rationale to the synergies dmivalternative MDGs — and in particular
the impact of MDG7a and b on MDG2 - the observedide in the annual growth rate of
government expenditure on the primary educatiothécase of all selected policy measures
can be explained.

Tables (6.11) and (6.12) show the impact of thectetl development strategies on real GDP
by productive activity. In table (6.11), real GDPthe water and sanitation sector accounts for
the highest average annual growth under the selectenarios during 2008-2015. The annual
growth rate of this sector increases from an awe@Edg.1% in the base run to around 6.9%
under alternative development strategies. The dngneavth rate of the primary education
sector declines however from 4.3% in the referepath to 3% only under the selected
alternative strategies. This result is compatibighwhe performance of government final
spending with respect to the on-time primary coripterate (MDG2). The results also show a
slight improvement in the growth rate of governméetlth sector and other government
services under the selected policy measures coahparthe base run. This outcome reflects
the interdependence between government spendirigeaith and other government services
and to achieve both MDG2 and MDG7b. Real GDP peréoce of other sectors is not
affected by the tested MDG policy measures. Thegire of GDP by sector and type of MDG
strategy is shown in table (6.12). Again here, &P share of the government’s water and
sanitation sector increases slightly from 0.7 perae the reference path to 0.8 percent under
the policy measures. On the other hand, the peagendf government real GDP of primary
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education sector declines however from 3.1% inlthse run to around 2.8% under all the
selected policy measures due to the decline igrawith rates.

Since the achievement of the MDGs in Egypt is nglymainly on the domestic borrowing
financing strategy, it would be useful, as welliraportant, to estimate the additional borrowing
needs to be acquired. Although the domestic bangas a percent of GDP has reached 8.7
percent in 2007, this indicator decreased underbti®ness-as-usual scenario and other MDG
strategies during 2008-2015 to around 7 perce@@®P. The change in the domestic borrowing
requirements as a percent of GDP between diffe@garios is ranging from 0.1 to 0.4 percent
which is considered a limited one. Furthermore, ithpact on government domestic debt as a
percent of GDP in 2015 has increased from 106.@&pein the moderate growth reference path to
108.8 percent in the specific strategy of achieuniyersal primary education (mdg2-db), to 107.9
percent in the strategy of improving access totatom services (mdg7b-db) and to 110.2 percent
in the strategy targeting both MDG2 and MDG7b. Tvsrage of two percent change in domestic
debt is considered a reasonable additional cestiieve the MDGs in the Egyptian context.

The general conclusion in this respect is thapthiey maker in Egypt is advised to target all the
unrealized MDGs (which are MDG2 and MDG7b in theyiin case) and avoid concentrating
on achieving one of them or delaying the targetihgne of them with the objective of reducing
their financing cost. This finding is justified Itywo arguments; a) the success to achieve all the
targeted MDGs as a group with the positive impddhis achievement on the socioeconomic
performance and the satisfaction of the Egyptiginecis and b) the moderate — or even the low
impact- of the general MDG strategy on governmensamption and investment spending as well
as the incremental increase in foreign borrowiregse

6.9  Performance of MDG Indicators

At the aggregate level, all the simulated alteweatstrategies contribute to speeding up the
targeting of MDG2 and MDG7b during 2008-2015, indiidn to those who were already
achieved under the reference path scenario, witte specific differences between these strategies
to be delineated as follows (tables 6.9 to 6.15):

1) The performance of the MDG indicators during thejgection period (2008-2015) is
generally better in case of the optimistic growd#ference path scenario. This is
particularly apparent for MDG1, MDG4 and MDGS5. Tiesults of MDG strategies for
Egypt based on MAMS (tables 6.1 and

2) 6.2) show that the real annual growth rate of peivBnal consumption spending,
private investments and exports have increaseag@008-2015 from 6.5, 5.7 and 3.5
percent in the moderate growth to 7.5, 6.1 and #gmé in the optimum growth
scenario. Furthermore, government needs for govembnmdomestic borrowing
decreased in case of the optimum growth scenarieenGthis improved growth
prospects of the Egyptian economy, it is expectest the per-capita household
consumption spending and the per-capita expenditureealth services would witness
similar growth. Because these two economic indisatoe part of the determinants of
MDG 1, 4 and 5 (see the appendix Ill), these MDf&smaore affected by the growth of
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3)

4)

5)

the economy than other development goals. It carergdly be concluded then that a
more favourable growth prospects for the economylevaesult in more progress
towards the achievement of the MDGs.

Some development goals are overachieved when thé Btiategies are adopted. This
is particularly true with respect to the child andternal mortality goals (MDG4 and 5)
and the access to safe water (MDG7a), as showabies 6.9a and b. This finding is
the outcome of several factors; a) the Egyptiarelbgament indicators confirm that the
goal of access to clean water (MDG7a) has beerewaetiiin 2007 (with around 98
percent of population benefiting from access tawcle/ater), b) similarly, the indicator
of reducing child mortality rate (MDG4) was 33 pemt in 2007 against the specified
goal in 2015 which is 30.3 percent. Given that tjosal is not targeted by alternative
MDG strategies, the optimum growth reference painario has overachieved the
selected goal with an indicator of 29.1 percentalthough the goal of the maternal
mortality rate (MDGD5) is 4.4 percent, the businasaisual indicators in 2015 reached
2.1 percent under the moderate growth scenarioladgercent under the optimum
growth scenario, and d) based on the analysiseoMBG determinants in section IV
and appendix Il of the report, both MDG4 and 5 affected by the improvement in
MDG7a and b. The observed overachievement in MD@d %4 is then partially
explained by synergies as reaching MDG7a and b éhagmwsitive effect on their
performance.

The primary completion rate (MDG2) improves compaxeith the reference path
results. Tables 6.9a and b show that this indicatmeases on average from 91.8% in
the reference path to 93.6% under the selectedla@went strategy. The primary
completion rate (MDG2) goes up to 92% and the tesafl applying alternative MDG
strategies have shown an additional increase t6%®3against the ultimate goal of
nearly 100%. It should be noted however that tilgofimary completion rate (MDG2)
is targeted indirectly in MAMS. This means that ttenpletion rate of the students in
the primary education cycle — which consists of cademic years — relies on the
entering and passing behaviour of these studerits. cbomputed target of MDG2
depends then on the passing and entry targets whiickelected as 99% - would lead
to a goal of 93.3 percent. Given this computatioasibnale, the performance of the
MDG strategies with respect to MDG2 — using MAMSs-satisfying the computed
goal in spite of not fully reaching the ultimateget of 100%. The only exception to
this outcome is the strategy targeting only — orcemtrating only on - the MDG7b and
not MDG2. The average performance of MDG2 indicattader this scenario is similar
to the reference path projected indicator in 2015.

The yearly progress of the MDG indicators in reg®oto alternative MDG strategies -
within the goal seeking process implemented in MAM& shown in figures 6.1-6.5
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6)

and table 6.15. In spite of the existence of sevgwal seeking routines that determine
the progression of the generated indicator towdnédsdesired target, most of these
MDG indicators in MAMS record a gradual progresskmtween years from 2007 to
2015. For example, the on-time completion rate aofversal primary education
(MDG2) — in case of the domestic borrowing finamcstenario — increases from 75.1
percent in 2007 to 82.4 percent in 2010 and theé38t6 percent in 2015. Similarly, the
improved access to sanitation (MDG7b) — understmme MDG financing policy —
gradually rises from 66 percent in 2007 to 73.&eet in 2010 and then to 83.3 percent
in 2015. The goal of access to safe water (MDG#&gre/ the goal is achieved in 2009
and shows no further improvement thereafter. Ffuntore, the goal of reducing
maternal mortality rate (MDG5) is over achievedthe reference path scenario. The
maternal mortality rate in the reference path & Rer 100,000 live births in 2015
which is less than the targeted value of 4.4 peércéfen the domestic borrowing
strategy is adopted, MDG5 reaches 2.6 in 2015.

Table (6.13) shows the impact of the moderate draeterence path scenario as well
as alternative MDG achievement strategies on thecatnal composition of the
labour force in Egypt. The results of the referpath scenario — which have shown
an improvement in MDG2 and MDG7b - reflect a chaimgéhe educational structure in
favour of labour that has not completed their sdaoy education during 2008-2015.
This trend continued with the application of altime MDG strategies. For all the
scenarios, the share of these “unskilled labouthentotal labour force increases from
34.5 percent in the base year (2007) to around gdré&ent in 2015. This result may be
attributed on the one hand, to the young struatfitee Egyptian population and on the
other hand, to the MDG policies supporting the aebiment of universal primary
education.
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Table (6.1): Real macro indicators by simulation (%sannual growth from year in column 2 to final year)

Moderate Growth scenario

base | mdg-ftr | mdg-tax |mdg-fb mdg-db mdg2-db  mdg7b-db
Absorption 6.2 6.2 6.2 6.2 6.2 6.2 6.2
Consumption - private 6.5 6.5 6.5 6.5 6.5 6.6 6.4
Consumption - government 3.9 3.3 3.3 3.3 3.3 2.3 4.9
Fixed investment - private 5.7 5.7 5.7 5.7 5.7 5.7 5.7
Fixed investment - government 3.2 2.9 2.9 2.9 2.9 2.8 3.4
Stock change
Exports 3.5 3.6 3.5 3.6 3.5 3.5 3.5
Imports 7.9 7.9 7.9 7.9 7.9 7.9 7.9
GDP at market prices 4.7 4.7 4.7 4.7 4.7 4.7 4.7
GDP at factor cost 4.9 4.9 4.9 4.9 4.9 4.9 4.9
Total factor employment (index) 3.2 3.2 3.2 3.2 3.2 3.2 3.2
Total factor productivity (index) 1.7 1.7 1.7 1.7 1.7 1.7 1.7
Real exchange rate (index) -3.7 -3.7 -3.7 -3.7 -3.7 -3.7 -3.7
Table (6.2): Real macro indicators by simulation (Y%6annual growth from year in column 2 to final year)
Optimistic Growth scenario
base mdg-ftr |mdg-tax |mdg-fo mdg-db n|1d92—db mdg7b-db
Absorption 7.0 6.9 7.0 6.9 7.0 7.0 7.0
Consumption — private 7.4 7.4 7.5 7.4 7.5 7.5 7.4
Consumption — government 3.9 2.3 2.2 2.3 2.2 15 4.6
Fixed investment — private 6.1 6.1 6.1 6.1 6.1 6.1 6.1
Fixed investment — government 3.9 3.4 3.5 3.4 3.4 3.4 4.0
Stock change
Exports 3.9 4.1 3.9 4.1 3.9 4.0 3.9
Imports 8.4 8.3 8.5 8.3 8.5 8.5 8.4
GDP at market prices 5.5 5.5 5.5 5.5 5.5 5.5 5.5
GDP at factor cost 5.7 5.7 5.7 5.7 5.7 5.7 5.7
Total factor employment (index) 3.2 3.3 3.3 3.3 3.3 3.3 3.2
Total factor productivity (index) 2.5 2.4 2.4 2.4 2.4 2.4 2.5
Real exchange rate (index) -3.5 -3.4 -3.5 -3.4 -3.5 -3.5 -3.5
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Table (6.3): Macro indicators in year in column 2 ad by simulation in final year (% of nominal GDP), Moderate

Growth Scenario

Indicator 2007 Final year

base | mdg-ftr |mdg-tax |mdg-fb ﬂndg-db mdg2-db  mdg7b-db
Absorption 103.3 | 103.9 | 103.6 103.9 103.6 103.9 103.9 103.9
Consumption - private 79.3 80.2 80.2 80.5 80.2 80.5 80.7 80.0
Consumption - government 2.7 3.0 2.8 2.8 2.8 2.8 2.6 3.2
Investment - private 17.8 17.8 17.8 17.8 17.8 17.8 17.8 17.8
Investment - government 3.4 2.8 2.8 2.8 2.8 2.8 2.7 2.9
Stock change
Exports 315 26.4 26.8 26.5 26.8 26.6 26.6 26.4
Imports -34.8 | -30.3 -30.4 -30.4 -30.4 -30.4 -30.5 -30.3
GDP at market prices 100.0 | 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0
Net indirect taxes 2.1 2.8 2.8 2.7 2.8 2.8 2.8 2.8
GDP at factor cost 97.9 97.2 97.2 97.3 97.2 97.2 97.2 97.2
Foreign savings 0.5 0.6 0.6 0.6 0.3 0.6 0.6 0.6
Gross national savings 20.7 20.0 20.0 20.0 20.2 20.0 20.0 20.1
Gross domestic savings 18.0 16.7 17.0 16.7 17.0 16.7 16.7 16.8
Foreign government debt 23.3 14.9 14.9 14.8 16.9 14.9 14.9 14.8
Foreign private debt
Domestic government debt 95.4 106.2 106.1 106.2 106.1 110.2 108.8 107.9

Table (6.4): Macro indicators in year in column 2 ad by simulation in final year (% of nominal GDP), Optimistic

Growth scenario

Indicator 2007 Final year

base | mdg-ftr |mdg-tax mdg-fb ||ndg—db mdg2-db  mdg7b-db
Absorption 103.3 | 103.8 | 103.3 103.8 103.3 103.8 103.8 103.9
Consumption — private 79.3 80.1 80.1 80.7 80.1 80.7 80.8 80.0
Consumption —
government 2.7 3.0 2.6 2.6 2.6 2.6 2.4 3.2
Investment — private 17.8 17.8 17.8 17.8 17.8 17.8 17.8 17.8
Investment — government 3.4 2.9 2.8 2.8 2.8 2.8 2.8 2.9
Stock change
Exports 315 26.4 27.1 26.6 27.1 26.7 26.7 26.4
Imports -34.8 | -30.3 -30.4 -30.4 -30.4 -30.5 -30.5 -30.3
GDP at market prices 100.0 | 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0
Net indirect taxes 2.1 2.9 2.9 2.7 2.9 2.9 2.9 2.9
GDP at factor cost 97.9 97.1 97.1 97.3 97.1 97.1 97.1 97.1
Foreign savings 0.5 0.5 0.6 0.5 0.0 0.6 0.6 0.5
Gross national savings 20.7 20.1 20.0 20.0 20.6 20.0 20.0 20.1
Gross domestic savings 18.0 16.8 17.3 16.7 17.3 16.7 16.7 16.8
Foreign government debt 23.3 14.3 14.4 14.3 15.6 14.3 14.3 14.2
Foreign private debt
Domestic government debt 95.4 |100.0 99.9 100.0 99.9 102.4 101.4 101.3
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Table (6.5): Government receipts and spending in Is& year and by simulation in final year (% of nomial GDP),
Moderate Growth Scenario

Indicator 2007 Final year
base | mdg-ftr |mdg-tax |mdg-fb mdg-db mdg2-db mdg7b-db
Direct taxes 7.9 7.9 7.9 7.6 7.9 7.9 7.9 7.9
Import tariffs 1.4 1.2 1.2 1.2 1.2 1.2 1.2 1.2
Export taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other indirect taxes 0.7 1.6 1.6 15 1.6 15 1.5 1.6
Receipts Private transfers 11.3 | 114 114 114 114 11.4 115 11.4
Foreign transfers 2.7 2.7 2.4 2.7 2.7 2.7 2.7 2.7
Factor income 2.8 3.7 3.7 3.8 3.7 3.8 3.7 3.8
Domestic borrowing 8.7 7.0 7.0 7.0 7.0 6.9 6.6 7.3
Foreign borrowing 0.5 0.6 0.6 0.6 0.3 0.6 0.6 0.6
Total 36.0 | 36.0 35.8 35.8 35.8 36.1 35.7 36.4
Consumption 2.7 3.0 2.8 2.8 2.8 2.8 2.6 3.2
Fixed investment 3.4 2.8 2.8 2.8 2.8 2.8 2.7 2.9
Stock change
Private transfers 221 | 22.1 22.1 22.1 22.1 22.1 22.1 22.1
Spending Foreign_trf_;msfers 1.3 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Domestic interest
payments 6.1 7.0 7.0 7.0 7.0 7.3 7.2 7.1
Foreign interest
payments 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Total 36.0 | 36.0 35.8 35.8 35.8 36.1 35.7 36.4

Table (6.6): Government receipts and spending in ls® year and by simulation in final year (% of nomial GDP),
Optimistic Growth scenario

Indicator 2007 Final year
base | mdg-ftr |mdg-tax |mdg-fb mdg-db mdg2-db | mdg7b-db
Direct taxes 7.9 7.8 7.8 7.3 7.8 7.8 7.8 7.8
Import tariffs 1.4 1.2 1.2 1.2 1.2 1.2 1.2 1.2
Export taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other indirect taxes 0.7 1.7 1.7 15 1.7 1.6 1.6 1.7
Receipts Private transfers 11.3 11.4 11.4 11.5 11.4 11.5 11.5 11.4
Foreign transfers 2.7 2.7 2.2 2.7 2.7 2.7 2.7 2.7
Factor income 2.8 4.0 3.9 4.0 3.9 4.0 3.9 4.0
Domestic borrowing 8.7 6.4 6.4 6.4 6.4 6.0 5.8 6.6
Foreign borrowing 0.5 0.5 0.6 0.5 0.0 0.6 0.6 0.5
Total 36.0 35.7 35.2 35.2 35.2 35.4 35.2 36.0
Consumption 2.7 3.0 2.6 2.6 2.6 2.6 2.4 3.2
Fixed investment 3.4 2.9 2.8 2.8 2.8 2.8 2.8 2.9
Stock change
Private transfers 22.1 22.1 22.1 22.1 22.1 22.1 22.1 22.1
Spending | Foreign transfers 1.3 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Domestic interest
payments 6.1 6.6 6.6 6.6 6.6 6.8 6.7 6.7
Foreign interest
payments 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Total 36.0 35.7 35.2 35.2 35.2 35.4 35.2 36.0
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Table (6.7): Balance of payment in base year and bgimulation in final year (% of nominal GDP), Moderate
Growth Scenario

Final year
Indicator 2007 mdg- mdg- | mdg- mdg- | mdg2- | mdg7b-
base ftr tax fb db db db
Imports 34.8 30.3 30.4 30.4 30.4 30.4 30.5 30.3
Private transfers to RoW 4.2 4.3 4.3 4.3 4.3 4.3 4.3 4.2
Official transfers to RowW 1.3 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Outflows -
Factor income to RoW
Net interest income of RoW 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Total 40.7 35.7 35.8 35.8 35.8 35.8 35.9 35.6
Exports 31.5 26.4 26.8 26.5 26.8 26.6 26.6 26.4
Private transfers from RoW 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0
Official transfers from RoW 2.7 2.7 2.4 2.7 2.7 2.7 2.7 2.7
Factor income from RoW
Inflows -
Government borrowing 0.5 0.6 0.6 0.6 0.3 0.6 0.6 0.6
Private borrowing
FDI
Total 40.7 35.7 35.8 35.8 35.8 35.8 35.9 35.6

Table (6.8): Balance of payment in base year and bgimulation in final year (% of nominal GDP), Optimistic
Growth scenario

Final year
Indicator 2007 mdg- | mdg- | mdg- | mdg- | mdg2- | mdg7b-
base ftr tax fb db db db
Imports 34.8 30.3 | 30.4 30.4 30.4 30.5 30.5 30.3
Private transfers to RoW 4.2 4.2 4.2 4.3 4.2 4.3 4.3 4.2
Official transfers to RoW 1.3 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Outflows -
Factor income to RowW
Net interest income of RoW 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Total 40.7 35.7 | 35.8 35.8 35.8 35.9 35.9 35.6
Exports 31.5 26.4 | 27.1 26.6 27.1 26.7 26.7 26.4
Private transfers from RowW 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0
Official transfers from RoW 2.7 2.7 2.2 2.7 2.7 2.7 2.7 2.7
Factor income from RoW
Inflows .
Government borrowing 0.5 0.5 0.6 0.5 0.0 0.6 0.6 0.5
Private borrowing
FDI
Total 40.7 35.7 | 35.8 35.8 35.8 35.9 35.9 35.6
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Table (6.9-a): MDG indicators -- summary - ModerateGrowth Scenario

1990 goal2015 2007 base | mdg-ftr |mdg-tax mdg-fb mdg-db n|1d92—db mdg  7b-db
mdg1l 24.3 10.8 19.6 10.5 10.5 10.4 10.5 10.4 10.3 10.5
mdg2 90.6 100.0 75.1 91.8 93.6 93.6 93.6 93.6 93.6 91.8
mdg4 91.0 30.3 33.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0
mdg5 17.4 4.4 8.4 2.8 2.6 2.6 2.6 2.6 2.6 2.7
mdg7a 94.0 98.0 98.0 99.0 99.0 99.0 99.0 99.0 99.0 99.0
mdg7b 50.0 83.3 66.0 79.8 83.3 83.3 83.3 83.3 80.0 83.3
Table (6.9-b): MDG indicators -- summary - Optimisic Growth scenario

1990 goal2015 2007 base | mdg-ftr | mdg-tax |mdg-fb r|ndg—db mdg2-db  mdg7b-db
mdgl 24.3 10.8 19.6 8.5 8.5 8.3 8.5 8.2 8.2 8.5
mdg2 90.6 100.0 75.1 91.9 93.6 93.6 93.6 93.6 93.6 91.9
mdg4 91.0 30.3 33.0 29.9 29.9 29.9 29.9 29.9 29.9 29.9
mdg5 17.4 4.4 8.4 2.1 1.9 1.9 1.9 1.9 1.9 2.0
mdg7a 94.0 98.0 98.0 99.0 99.0 99.0 99.0 99.0 99.0 99.0
mdg7b 50.0 83.3 66.0 80.9 83.3 83.3 83.3 83.3 81.1 83.3

Table (6.10): Real government consumption — annugkowth from base year to final year (%)

2007 base mdg-ftr | mdg-tax mdg-fo  mdg-db nhdg2—db md g7b-db
c-edup 64.2 3.9 -1.7 -1.8 -1.7 -1.8 -1.9 3.9
c-edus 16.0 3.9 3.9 3.9 3.9 3.9 3.9 3.9
c-edut 30.0 3.9 3.9 3.9 3.9 3.9 3.9 3.9
c-hlt 11.7 3.9 3.9 3.9 3.9 3.9 3.9 3.9
c-wtsn 3.0 3.9 29.4 29.3 29.4 29.3 3.9 29.7
c-oinf 0.4 4.5 4.7 4.7 4.7 4.7 4.7 4.7
c-ogov 73.0 3.9 3.9 3.9 3.9 3.9 3.9 3.9
total 198.2 3.9 3.3 3.3 3.3 3.3 2.3 4.9

Table (6.11): Real GDP at factor cost — annual ¢hdvom base year to final year (%),
Moderate Growth Scenario

2007 | base | mdg-ftr | mdg-tax |mdg-fo |mdg-db mdg2-db  mdg7b-db
a-agr 896.8 | 6.3 6.3 6.3 6.3 6.3 6.3 6.3
a-oilext 1037.7 | 3.2 3.2 3.2 3.2 3.2 3.2 3.2
a-labint 360.0 | 4.8 4.9 4.9 4.9 4.9 4.9 4.8
a-capint 1285.3| 54 5.4 5.4 5.4 5.4 5.4 5.4
a-const 301.0 | 5.2 5.2 5.2 5.2 5.2 5.2 5.3
a-elect 65.4 6.4 6.4 6.4 6.4 6.4 6.4 6.4
a-transpcom 511.3 | 4.0 4.0 4.0 4.0 4.0 4.0 4.0
a-othprdsvc 14324 | 4.8 4.9 4.9 4.9 4.9 4.9 4.8
a-edupng 29.4 4.8 4.8 4.8 4.8 4.8 4.8 4.8
a-edusng 6.0 4.8 4.8 4.8 4.8 4.8 4.8 4.8
a-edutng 3.5 4.8 4.8 4.8 4.8 4.8 4.8 4.8
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2007 | base | mdg-ftr | mdg-tax |mdg-fo |mdg-db mdg2-db  mdg7b-db
a-hltng 61.7 4.7 4.7 4.7 4.7 4.7 4.7 4.6
a-othsveng 268.3 | 4.9 4.9 4.9 4.9 4.9 4.9 4.9
a-edup 160.8 | 4.3 3.0 3.0 3.0 3.0 3.0 4.3
a-edus 40.0 4.3 4.3 4.3 4.3 4.3 4.3 4.3
a-edut 75.2 4.3 4.3 4.3 4.3 4.3 4.3 4.3
a-hit 61.8 4.3 4.4 4.4 4.4 4.4 4.4 4.3
a-wtsn 33.5 5.1 6.9 6.9 6.9 6.9 5.1 6.9
a-oinf 205.0 | 4.7 4.7 4.7 4.7 4.7 4.7 4.7
a-ogov 320.3 | 5.2 5.3 5.3 5.3 5.3 5.3 5.2
total 7155.3 | 4.9 4.9 4.9 4.9 4.9 4.9 4.9

Table(6.12): GDP at factor cost by activity — share in base year and final year (%), Moderate

Growth Scenario

2007 | base | mdg-ftr |mdg-tax mdg-fb mdg-db mdg2-db mdg 7b-db
a-agr 125 | 105 10.5 10.5 10.5 10.5 10.6 10.4
a-oilext 14.5 5.4 5.4 5.4 5.4 5.4 5.4 5.4
a-labint 5.0 4.9 4.9 4.9 4.9 4.9 4.9 4.9
a-capint 18.0 | 20.0 20.0 20.0 20.0 20.1 20.1 19.9
a-const 4.2 5.2 5.2 5.2 5.2 5.2 5.2 5.2
a-elect 0.9 1.2 1.2 1.2 1.2 1.2 1.2 1.2
a-transpcom 7.1 7.5 7.5 7.5 7.5 7.5 7.5 7.5
a-othprdsvc 20.0 | 22.6 22.7 22.7 22.7 22.7 22.7 225
a-edupng 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5
a-edusng 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
a-edutng 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1
a-hltng 0.9 1.1 11 11 1.1 11 1.1 1.1
a-othsveng 3.8 4.2 4.2 4.2 4.2 4.2 4.2 4.2
a-edup 2.2 3.1 2.8 2.8 2.8 2.8 2.8 3.1
a-edus 0.6 0.8 0.8 0.8 0.8 0.8 0.8 0.8
a-edut 11 1.5 14 14 1.4 14 1.4 1.5
a-hit 0.9 1.2 1.2 1.2 1.2 1.2 1.2 1.2
a-wtsn 0.5 0.7 0.8 0.8 0.8 0.8 0.7 0.8
a-oinf 2.9 3.7 3.7 3.7 3.7 3.7 3.7 3.7
a-ogov 4.5 6.0 5.9 6.0 5.9 6.0 5.9 6.0
total 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table (6.13): Educational composition of the laboforce — shares in base year and final year
(%), Moderate Growth Scenario

2007 base | mdg-ftr |mdg-tax mdg-fb mdg-db mdg2-db mdg 7b-db
f-labn 34.5 415 41.4 414 41.4 414 41.4 415
f-labs 37.2 32.6 32.7 32.7 32.7 32.7 32.7 32.6
f-labt 28.3 25.9 25.9 25.9 25.9 25.9 25.9 25.9
total 100.0 | 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0
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Table (6.14): Employment by factor — annual growthfrom base year to final year (%), Moderate Growth

Scenario
2007 base mdg-ftr mdg-tax mdg-fb mdg-db nhdgz-db mdg  7b-db
tot-lab 215.7 3.4 3.3 3.3 3.3 3.3 3.3 3.4
f-labn 76.0 55 55 55 55 55 55 55
f-labs 80.1 1.7 1.7 1.7 1.7 1.7 1.7 1.7
f-labt 59.6 2.5 25 25 25 25 2.5 25
f-cap 14266.1 3.2 3.2 3.2 3.2 3.2 3.2 3.2
f-capedup 382.9 104 8.8 8.8 8.8 8.8 8.8 10.5
f-capedus 95.2 104 10.2 10.3 10.2 10.3 10.2 10.5
f-capedut 178.9 104 10.2 10.3 10.2 10.3 10.2 10.5
f-caphlt 358.8 10.3 10.2 10.2 10.2 10.2 10.2 10.3
f-capwtsn 1051.9 10.7 12.5 12.5 12.5 12.5 10.6 12.7
f-capoinf 8158.7 9.6 9.5 9.5 9.5 9.5 9.5 9.6
f-capgov 180.1 9.9 9.9 9.9 9.9 9.9 9.8 10.0
f-oil 492.0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
Table (6.15): MDG indicators — year-by-year - Modeate Growth Scenario
2007 2008 2009 2010 2011 2012 2013 2014 2015
base mdg1l 19.6 18.0 17.4 16.7 16.0 15.1 13.8 12.2 10.5
base mdg2 75.1 76.5 78.4 80.6 83.1 85.8 89.0 90.8 91.8
base mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
base mdg5 8.4 7.8 7.3 6.8 6.3 5.6 4.7 3.7 2.8
base mdg7a 98.0 98.9 99.0 99.0 99.0 99.0 99.0 99.0 99.0
base mdg7b 66.0 69.1 70.8 72.2 73.6 75.1 76.7 78.3 79.8
mdg-ftr mdgl 19.6 18.0 17.3 16.6 16.0 15.1 13.7 12.2 10.5
mdg-ftr mdg2 75.1 77.4 79.9 82.5 85.1 87.8 92.1 93.2 93.6
mdg-ftr mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg-ftr mdg5 8.4 7.8 7.3 6.9 6.2 5.5 4.6 3.5 2.6
mdg-ftr mdg7a 98.0 98.9 99.0 99.0 99.0 99.0 99.0 99.0 99.0
mdg-ftr mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 81.8 83.3
mdg-tax mdg1l 19.6 18.1 17.6 17.1 16.1 15.2 13.8 12.2 104
mdg-tax mdg2 75.1 77.4 79.9 82.5 85.1 87.8 92.1 93.2 93.6
mdg-tax mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg-tax mdg5 8.4 7.8 7.4 7.1 6.3 5.6 4.6 3.5 2.6
mdg-tax mdg7a 98.0 98.9 99.0 99.0 99.0 99.0 99.0 99.0 99.0
mdg-tax mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 81.8 83.3
mdg-fb mdg1l 19.6 18.0 17.3 16.6 16.0 15.1 13.7 12.2 10.5
mdg-fb mdg2 75.1 77.4 79.9 82.5 85.1 87.8 92.1 93.2 93.6
mdg-fb mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg-fb mdg5 8.4 7.8 7.3 6.9 6.2 55 4.6 3.5 2.6
mdg-fb mdg7a 98.0 98.9 99.0 99.0 99.0 99.0 99.0 99.0 99.0
mdg-fb mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 81.8 83.3
mdg-db mdg1l 19.6 18.1 17.6 17.1 16.1 15.1 13.8 12.1 104
mdg-db mdg2 75.1 77.4 79.9 82.5 85.1 87.8 92.1 93.2 93.6
mdg-db mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0

68




2007 2008 2009 2010 2011 2012 | 2013 | 2014 | 2015
mdg-db mdg5 8.4 7.8 7.4 7.1 6.3 5.5 4.6 3.5 2.6
mdg-db mdg7a | 98.0 98.9 99.0 99.0 99.0 99.0 99.0 | 99.0 | 99.0
mdg-db mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 | 818 | 833
mdg2-db | mdg1 19.6 18.1 17.5 17.0 16.1 15.1 137 | 121 | 103
mdg2-db | mdg2 75.1 77.4 79.9 82.5 85.1 87.8 921 | 932 | 936
mdg2-db | mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg2-db | mdg5 8.4 7.8 7.4 7.1 6.3 5.6 4.6 3.6 2.6
mdg2-db  |mdg7a | 98.0 98.9 99.0 99.0 99.0 99.0 99.0 | 99.0 | 99.0
mdg2-db | mdg7b 66.0 69.0 70.6 71.9 73.6 75.2 769 | 785 | 80.0
mdg7b-ftr |mdgl 19.6 18.0 17.3 16.7 16.0 15.1 137 | 122 | 105
mdg7b-fir |mdg2 75.1 76.5 78.4 80.6 83.1 85.8 89.0 | 90.8 | 91.9
mdg7b-ftr |mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg7b-ftr |mdg5 8.4 7.8 7.3 6.8 6.2 5.5 4.6 3.6 2.7
mdg7b-ftr |mdg7a 98.0 98.9 99.0 99.0 99.0 99.0 99.0 | 99.0 | 99.0
mdg7b-ftr |mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 | 81.8 | 833
mdg7-db | mdgl 19.6 18.0 17.4 16.8 16.1 15.1 13.8 | 122 | 105
mdg7-db | mdg2 75.1 76.5 78.4 80.6 83.1 85.8 89.0 | 908 | 918
mdg7-db | mdg4 3.3 3.2 3.2 3.1 3.1 3.1 3.0 3.0 3.0
mdg7-db | mdg5 8.4 7.8 7.3 6.8 6.2 5.5 4.6 3.6 2.7
mdg7-db  |mdg7a | 98.0 98.9 99.0 99.0 99.0 99.0 99.0 | 99.0 | 99.0
mdg7-db | mdg7b 66.0 68.7 71.4 73.8 76.1 78.2 80.1 | 81.8 | 833

Figure (6.1) Achieving Universal Primary Education(mdg2) — Moderate Growth Scenario
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Figure (6.2) Reducing Child Mortality (mdg4) — Modeate Growth Scenario
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Figure (6.3) Reducing Maternal Mortality (mdg5) — Moderate Growth Scenario
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Figure (6.4) Access to Safe Water (mdg7a) — ModemtGrowth Scenario

901
N siabaii
99.0 Mﬁ: —
989 I o
98.8 [
98.7
= s Base Run
i\' /
» 986 — — mdg-fir
-'% / — — mdg-tax
O 985
o / — — mdg-fb
=
( 984 — — mdg-db
a
= e mdg2-db
98.3
/ — — mdg7b-db
982 — Target
98.1 //
Target
28.0 4]
979 T T T T T 1 Years
2007 2008 2009 2010 2011 2012 2013 2014 2015
Figure (6.5) Access to Improved Sanitation (mdg7b) Moderate Growth Scenario
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After identifying the macro effects of the referenmath and MDG scenarios, this section addresses
how poverty and income distribution evolve in thesenarios. We measure poverty with members
of the Foster, Greer and Thorbecke (1984) familydetomposable indices. Our analysis of
inequality is based on the Gini coefficient. Wecdss respectively the baseline distribution of
income and the distributional implications of thiéedlent MDG scenarios.

Experience for other countries indicates that mgetither MDGs is not translated automatically
into achieving MDG1. This is exactly the case ofyfig Although all the MDGs scenarios
presented in this report result in less poveriy,gbal of halving the poverty rate is not achieved
2015 when the other MDGs are achieved.

The MAMS scenario analysis does not target to G 1: rather, it treats poverty as an
outcome of all general equilibrium effects thatléa changes in the labour market and, as a result,
household income. Achieving MDG2 and MDG7 can redpverty through enhanced skills and
labor-market shifts. It is expected to raise bdth tdemand for and supply of skilled workers
through improving access to education, throughtsshiif the skilled-unskilled composition of
labour demand and hence reduce income povertghédle changes, though, may only take place
beyond the time scope of the present analysis.

7.1.  Micro Simulation Methodolog§1

MAMS, typically only distinguishes between a fevogps of households for assessing the impact
of alternative policy scenarios on per capita hbakk consumption and income. The policy
scenarios, therefore, only allow us to draw comghssabout the differences in impact for these
aggregate household groups—thus ignoring incomehdison changes within those groups. The
use of a micro simulation methodology has beenesigd to take account of the full income
distribution and hence estimate poverty and inégualeasures for the baseline and resulted from
different scenarios.

Several methodological issues and assumptions tiealle considered when mapping results of
MAMS scenarios (that is, the base line and MDG ages) into the full distribution of income as
given by a micro dataset (e.g., a survey at thediold and/or individual level)

1) No further feedback effects would affect MAMS. Ttogp-down causal chain works
from policy changes or exogenous shocks througheggte variables that are affected
by the operation of factor and product marketsdyej prices, wages and employment,

2 This part is completely extracted from :Vos, RMgrco V. Sanchez and Cornelia Kaldewei (2010), ifi.at
America and the Caribbean’s challenge to reachMbsss: financing options and trade-offs”, forthcomim
Marco V. Sanchez, Rob Vos, Enrique Ganuza, Hangreaf and Carolina Diaz-Bonilla (eds), Public Hekdor
Human Development. Feasible Financing Strategies Afthieving the MDGs in Latin America and the
Caribbean, London: Palgrave/Macmillan.
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and finally to household income and expenditure, dbtcome on households are not
retuned back into MAMS.

2) Micro simulation focuses on the labour market &srttain transmission channel of the
modelled impact of the simulated scenarios on gg\ard income distribution.

3) Workers are allowed to shift from one sector totaag change occupation or lose their
jobs (and hence also affect household income) alesternal shocks, trade reforms, or
other policy changes such as the MDG strategiesgveal in this study.

4) A randomized process is applied to simulate thect$fof changes in the labour-market
structure. That is to say, random numbers are tsedetermine which persons at
working age change their labour force status; wilbohange occupational category;
which employed persons obtain a different leveledication; and how new mean
labour incomes are assigned to individuals in dree. On average, the effect of the
random changes should correctly reflect the impat¢he actual changes in the labour
market. The micro simulations are repeated a largaber of times in Monte Carlo
fashion.

5) It assumed that an individual will first make a id&mn regarding her/his participation
in the labour force. Then the probability of findiemployment will follow from labour
demand and supply. Subsequently, given the sed&dralir demand, an individual will
make the choice of the sector he/she desires th iwpwhich will also be followed by
the decision to work as an employee or be self-eygal. Changes in the remuneration
structure will possibly take place given the shiftdabour supply and demand in the
labour market, while the average level of remunenatill reflect the overall economic
performance.

7.2, Employment and Poverty Links

Evidence from Egyptian HIECS supports the aboveragsons on links between labour market
and poverty. Employment characteristics of the gomint to strong relation between poverty and
sector and type of employment. HIECS data show #jathe poor are mostly found in the

unskilled labour category and the number of podouwger among wage workers, specially with

gualifications; b) unemployed rates are higher amthe poor; c) the “outside establishment(
workers with no specific work place)” sector sedmbe the only sector of employment for the
poor; and d) the poorest segments of rural populare depending the most on agriculture with
about two-thirds (63 percent) of the poor employedgriculture which provides 52 percent their
income. The poor are the most employed as agmalittage workers.

Egyptian data shows that changes in the employrsieatture and labour productivity can
influence the determinants of changes in povertyvbich mention was made above (that is,
growth and distribution). Growth in employment atsdproductivity can improve the growth rate
of the economy. Moreover, changes in employmenttire and its productivity can improve
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income distribution by pushing up the relevant sexginof the Lorenz distribution, see discussion
of MDGL1 in section Il1.

7.3 Micro Simulation Results

Poverty and distributional implications of the diffnt MDG scenarios are assessed against the
poverty and income distribution situation of thé&erence path. The micro-simulation model has
nine economic sectors and three skill types forketsr and 3 employment choices (employed,
unemployed and inactive). Mapping between sectotiseoCGE model and the nine sectors used
in Micro simulation is presented in table (7.1)dvel The microsimulation takes into account the
effects on earnings of people having more educaétidrade in the labour market, under different
sets of assumptions about the evolution of retuasswell as labour force participation and
occupational choice. Thus, using the complete sankusehold Income, Expenditure and
Consumption Survey, 2008 (HIECS), the micro-simoitest help to calculate the structure of
wages and total income for different occupatiortaiaes at the micro level — i.e., for each
individual - that are consistent with wages and legmpent levels by broad categories that are
generated from the CGE model.

The main simulation results are presented in Tabldsto Table 7.16 of appendix. Table 7.3

reports poverty rates and the Gini coefficientder capita income for each of the eight scenarios.
The poverty rates are calculated for different pigvéines; namely, US$1.25 and US$2.5 per

person per day evaluated at PPP and official extr@md moderate poverty lines. National poverty
lines in Egypt are generally more in the orderwed Wollars a day, and thus define a poverty
challenge of much larger magnitude.

The present analysis uses both the internationarfjomeasures for comparability, and moderate
and extreme poverty indicators measured with nakipaverty lines to assess the challenges Egypt
has to face. Since the micro simulation methodottggwes poverty rates by comparing household
income with an income poverty line, and the Egypbéicial national poverty lines are estimated
based on the consumption level that satisfies algdasic needs, consumption-based poverty
lines were adjusted in order to use them as indmssed poverty lines. This was done by scaling
up the consumption-based poverty lines using arfactaking sure that comparing these lines to
household incomes would enable the computatioroeénty rates that would exactly match rates
computed using household consumption and the afficiverty lines.

Poverty changes outlined below result from the omsep of the poverty rates to growth and
distribution of income changes. All simulated sc&rsaexhibit positive income growth and some
scenarios show improvements in income distributgee table 7.2.c. The growth elasticity of
poverty reduction in Egypt as a whole is -3.05sTheans that 10 percent growth in real per capita
consumption for everyone will reduce poverty by@cent, or expressing it in percentages of
population, will move poverty from 20 percent to gercent, while distribution elasticity is 2.83.
The overall change in poverty; for each scenaepedds on the relative change of poverty due to
growth compared to changes of poverty due to chanigeome distribution.
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Table (7.1): Mapping sectors used in MAMS scenarioand micro simulation sectors.

a-agr

a-nrexp

a-ind

a-ser

a-hlth

a-edu

A-wisn

a-0i  nf

a-ogov

a-agr

YES

a-oilext

YES

a-labint

YES

a-capint

YES

a-const

YES

a-elect

YES

a-transpcom

YES

a-othprdsvc

YES

a-edupng

YES

a-edusng

YES

a-edutng

YES

a-hltng

YES

a-othsveng

YES

a-edup

YES

a-edus

YES

a-edut

YES

a-hlt

YES

a-wtsn

YES

a-oinf

YES

a-ogov

YES

74. Reference Path scenario

Initial poverty levels and income distribution gaitts seem relevant in explaining why Egypt show
relatively little absolute poverty reduction whers$1l per person per day poverty line is used,
while sustaining relatively high growth rates untleth the reference path and MDG scenarios.
More visible absolute poverty reduction is obserf@dhigher poverty lines. In those cases, too,
the MDG scenarios yield greater poverty reducti@mtthe BAU scenario.

The simulation results of the two reference paémados show that there is a positive evolution of
poverty, though income inequality deteriorates. e8asn the reference path assumptions, the
proportion of individuals living below different perty lines (except when using US$1.25 per day
poverty line) decreases significantly. The incoraegpty reduction target would be expected to be
met under the assumptions of the reference patmasgoe if the US$1.25 or US$2.5 per day
poverty lines were used. In fact, when US$1 per plawerty line is used, this goal is already
achieved in 2005.

Under the optimistic BAU scenario, poverty rate2@15 range from 68 to 80 percent lower than
the rates of 2007. Changes in poverty rates are pronounced for the higher poverty lines (US$2
or moderate national poverty lines). The referepath scenario exhibits higher employment
participation changes for unskilled labour (2.8cpet for unskilled labour compared to only 1.8
percent for all labour), and higher growth of agjtieral output (12.9 percent, compared to 6.5
percent for all sectors). Therefore, as the paonaore likely to be unskilled labour and/or working
in the agricultural sector, it is not surprisingitithe poor benefit more from these changes and
witnesses a decline in the poverty rates, espgdia poorer. However, according to the Gini
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coefficient, inequality goes up from 0.33 to 0.3@ d&rom 0.42 to 0.48 for, respectively, family and
labour incomes, basically for two reasons. Firstggvincome growths by 9 percent per annum for
unskilled workers and this is below the growth shdwy the wage income of other workers (that
is, 11.5 percent for semi-skilled and 11.7 peréenhighly skilled workers, respectively). Second,
agriculture’s share in GDP declines and wherea&SDDE share of capital and production services
goes up, all of which works relatively better foe thon-poor. In all, economic growth does reduce
poverty at the expense of making income distriloutess equal in the optimistic reference path
scenario.

Similar results are found for the moderate refezepath scenario, though poverty rates attain
lower levels for the optimistic scenario comparedhie moderate scenario, which resembles the
impact of growth in poverty reduction.

Figure (7.1): Poverty Incidence indicators in the B\U scenario, optimistic scenario
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The question is, then, whether a strategy of ise@gublic spending for the achievement of the
MDGs in education, child and maternal health, amtewand sanitation would also help reduce
income poverty beyond what is achieved under thel Béenario.

7.5, MDG scenarios

Moderate linkages of employment, education (refiéan labour skills) and income levels can
explain changes in poverty. Poverty rates and ircaedistribution show moderate changes under
all MDG scenarios. However, under all these scesathe reduction in poverty continues to be
large enough to halve the poverty rates of 199Q0#6 when the international poverty lines are
used. However, the goal of halving the poverty mteo longer met when the national poverty
lines are used; though poverty rates based on dldenate poverty lines represent 53 percentage of
the corresponding poverty rate in 1990, indicatingt the goal may be within reach by this
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measure. On the other hand, changes in the Gafiident of per capita household income (see
tables 7.3 and 7.4), are negligible during the 20QI0 period, but there is a significant rise in
income distribution during the subsequent 2010-2t8rtod. The results differ very little between
the MDG scenarios were only MDG2 is targeted amdMIDG scenarios where all goals were
simultaneously targeted using different financiagcimanisms. These scenarios have better poverty
and inequality results compared to the scenarieevhIDG7 is targeted (mdg7bftr and mdg7db)
and the reference path scenario. The scenario ichvdll MDGs are simultaneously achieved
using foreign borrowing (mdgfb) records the largestuction in poverty regardless of the chosen
poverty line. Targeting MDG2 or all MDGs takes pdyeto fall by 30 percent when the
international poverty lines are used or by 33 pareéhen the moderate national poverty line is
used, during the period 2007-2015. In additiorneogoverty reduction, these scenarios also exhibit
the smallest increase in income inequality (by é@&gnt) for the following reasons. First, they help
raise education levels as reflected by laboursshkilid labour-market opportunities for all, with
most of the gains benefiting the poor who curretathd to have a lower skill level (see table 7.2.a)
Second, they also exhibit a larger increase incalgural GDP and employment, which also
benefits the poor, as GDP growth rate in generdliaragriculture and construction in particular
show higher rates (see table 7.2.c). Third, althaegl wages increased for skilled and unskilled
labour, the pace of change in wages for unskiedlower compared to skilled workers, which
would likely push up income inequality for all segs; Fourth, the gap between remuneration
rates of skilled and unskilled workers is relatpeider in the reference path and MDG7 scenarios,
and hence higher inequality is observed, comparether scenarios.

As in the reference path scenarios, in the MDG aues changes in real wages and agriculture
output seem to benefit the poor but at the same tiva non-poor benefits relatively more. As a
consequence, growth contributes to reducing poey though income inequality partly offsets
such reduction. Thus, growth and inequality chamge® in opposite direction.

In all, MDG 1 would be achieve under reference jpaticies using the international poverty lines,
and targeting mdgs, 2 and 7b would further conteitio reduce poverty by around 0.1 and O.
Percentage points per annum, for US$1 and US$pgwson poverty lines, respectively. Halving
poverty would not be achieved by 2015 if povertinstead defined through the national poverty
lines under any of the simulated scenarios. Moneca# scenarios exhibit large increases in
income inequality.

If Egypt is committed to halving poverty incidenog 2015, as measured by the national poverty
lines, it should address a multidimensional pro¢esgduce poverty consisting of: (i) providing
the necessary services to improve the levels dthhead education, as well as skills (human
capital dimension); (ii) providing employment anttome-generating activities that ensure the
participation of the poor in the labour market,otigh enhancing their skills, enabling the
allocation of soft loans to small-scale enterprise®l increasing their access to the markets (the
economic dimension); and, (iii) providing financaild in-kind subsidies to the poor, through cash
transfers and subsidized goods and services andl sow health insurance (social security
dimension).
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Table (7.2.a): Percentage change in Real wages120

Base | Mdg_ftr |Mdg_tax | Mdg_fb | Mdg_db | Mdg2_db | Mdg7_ftr | Mdg7_db
Unskilled 9.0 8.8 8.9 8.8 8.8 8.8 9.0 9.0
Sem- 11.5 11.1 11.3 11.1 11.1 11.1 11.5 115
Skilled 11.7 10.9 111 10.9 10.9 10.9 11.7 11.7
Table (7.2.b): Structure of employment by skill type, 2015

Base Mdg_ftr | Mdg_tax | Mdg_fb | Mdg_db | Mdg2_db | Mdg7_ftr | Mdg7_db
Unskilled 41.43687 | 41.3706 | 41.3862 | 41.3706 | 41.3816 | 41.3807 41.4329 41.4358
Semi- 32.58601 | 32.6329 | 32.6294 | 32.6329 | 32.6298 | 32.6293 32.5849 32.5849
Skilled 25.97712 | 25.9965 | 25.9843 | 25.9965 | 25.9886 | 25.9899 | 25.9823 | 25.9793

Table (7.2.c): Percentage change in GDP by secfar2015
Base | Mdg_ftr | Mdg_tax | Mdg_fb | Mdg_db | Mdg2_db | Mdg7_ftr | Mdg7_db

a-agr 12.904 | 12.949 13.021 12.949 13.073 13.080 12.914 12.914
a-oilext 1.123 1.134 1.146 1.134 1.142 1.142 1.127 1.127
a-labint 6.379 6.695 6.791 6.695 6.665 6.681 6.365 6.374
a-capint 8.844 8.916 8.892 8.916 8.981 8.982 8.848 8.849
a-const 6.631 6.526 6.441 6.526 6.375 6.378 6.604 6.582
a-elect 8.499 8.493 8.601 8.493 8.572 8.579 8.502 8.489
a-transpcom 3.732 3.862 3.872 3.862 3.868 3.872 3.748 3.745
a-othprdsvc 4.767 5.030 5.004 5.030 4.890 4.896 4.765 4.769
a-edupng 5.848 6.008 6.090 6.008 6.059 6.064 5.854 5.856
a-edusng 5.848 6.008 6.090 6.008 6.059 6.064 5.854 5.856
a-edutng 5.848 6.008 6.090 6.008 6.059 6.064 5.854 5.856
a-hltng 5.211 5.361 5.502 5.361 5.476 5.487 5.213 5.215
a-othsveng 5.592 5.683 5.854 5.683 5.827 5.828 5.612 5.611
a-edup 4.758 2.029 2.006 2.029 2.015 2.016 4.759 4,761
a-edus 4.758 4.907 4.954 4.907 4,938 4,943 4.759 4,761
a-edut 4.758 4.907 4.954 4.907 4,938 4,943 4.759 4,761
a-hlt 4.386 4.570 4.659 4,570 4.645 4.655 4.382 4.386
a-wtsn 5.876 6.710 6.686 6.710 6.687 6.045 6.708 6.709
a-oinf 4,748 4.891 4,944 4.891 4.925 4,932 4.747 4.746
a-ogov 6.009 6.151 6.317 6.151 6.288 6.280 6.038 6.039
total 6.506 6.573 6.597 6.573 6.590 6.591 6.515 6.513
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Figure (7.2): Poverty incidence using the US$1 pgrerson per day poverty line (%)
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Figure (7.3): Poverty Incidence using the US$2 pgrerson per day poverty line (% )
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Figure (7.4): Poverty incidence, using the moderatgoverty line (%)

45

40

35

30
25
20 A
15 +
10
5
0 -

IRRERREWF

base mdg2db  mdg7bftr mdg7db mdgdb mdgfb mdgftr mdgtax
E 2007 HE2010 2015

Source table (7.4)

Figure (7.5): Poverty incidence, using extreme powty line (% )
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This country report has aimed primarily at assgsslavelopment strategies to achieve the
Millennium Development Goals (MDGSs) in Egypt. Hpresents a component of a regional
research project directed to evaluate developntestiegies to achieve the MDGs in the Arab
Countries.

Macroeconomic Stance

Egypt's macroeconomic stance in 2007 looked veoyngsing with the exception of inflation. It
seemed that the set of reforms introduced by thecadinet at the end of 2004 had paved the way
for a major transformation and structural adjustmerthe Egyptian economy, driven by upbeat
investment and a surplus generated by the extsea#dr (in form of current and capital account
surplus), all of which has pushed economic growathretcord high levels. Nevertheless, this
buoyant stride was halted with the onset of thentglobal financial crisis by the end of 2008.
This crisis has changed the economic stance toaltitries, and Egypt has not been an exception.
Egypt was not directly affected by the subprimesigrithough, but increasing uncertainty and
negative expectations of consumers and producevelaas the adverse shock in Egypt’'s external
sector has forced the government of Egypt (Golaptpt a number of stabilization policies aiming
at easing the effect of the crisis on the Egyptiaanomy.

Egypt was one of the 188 countries which embrasedDGs and agreed to strive to meet these
goals by 2015. In June 2002, the United Nationgeiled the first report on Egypt's progress
towards meeting the MDGs, which was followed bysbeond and third reports in 2004 and 2005,
respectively. Because of the relatively advancadcst of Egypt in most of the MDGs, Egypt is
unlikely to face major problems toward the achiesetmof its MDG targets. Nevertheless,
different reports have exposed the emergence ofyingr gaps in income levels and living
standards between Lower and Upper Egypt.

MDG Trends

In terms of GoE efforts in the area of MDGs, reparh the progress of Egypt toward the
achievement of MDGs show that the GoOE continuedyit@ attention to critical areas of
development, such as health, education, accessatay and sanitation as well as improving the
livelihoods of the most deprived segments of theufadion. However, the pace of progress varies
among the goals: it is fast and sustained in sae&sgchild and maternal mortality and water),
acceptable in others (sanitation, education anerpoveduction), and somewhat slow in some
others (women empowerment and environmental protgctin addition, Egypt will have to
increase its efforts and investments in order tEepkihe current rate of progress with respect to
some specific indicators (in the area of povertyrtadity rates, and combating major diseases).

Egypt's population growth is one of the main clmgés to achieve the MDGs. Egypt ranks as the
16th most populous country in the world and theuahpopulation growth rate is around 2 percent.
If this population growth rate persists, Egypt'gydation is expected to reach 83 million by 2015,
thus putting a considerable strain on the coundfyility to sustain progress towards achieving the
MDGs.

Because of the relatively advanced stance of Eigyptost of the MDGs, Egypt is unlikely to
face major problems toward the achievement of iBQ4 targets nationally. However, on a
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regional level and across genders given the siagadties between different governorates and
gender, a number of MDGs are very difficult to @si@ on a regional level and across gender.
For example, by 2015 poverty is expected to disapfrem the rural governorates of Lower
Egypt (Northern part of Egypt) but increasing toB8cent in Upper Egypt (Southern part of
Egypt). Also, poverty is concentrated among feniaded households which count for 20
percent of total householdsower Egypt frontiers governorateswill not be able to achieve
MDG 2 for girls and Upper Egypt will not be abledaohieve it neither for boys nor for girls at
the current rate of progress. In terms of sawoitatine governorates of Alexandria, Assiut, and
New Valley experienced a setback that would makeniossible for these governorates to
achieve the MDG target for sanitation in this treodtinues.

Methodology and Policy Formulation

In order to evaluate alternative policy measurassirategies for achieving the MDGs in 2015,
several tasks have been accomplisik@dt, an issue-specific social accounting matrix (SAM)
- based on the most recent available socioecondat&c— was constructed to form a consistent
and comprehensive analytical framework for poliolgsis via an extended economy-wide
model. The SAM was designed to capture the pasdicsiructural features and interactions
within the Egyptian economy with special referetméhe socioeconomic data relevant to the
millennium development goalsSecond a comprehensive set of non-SAM socioeconomic
indicators such as labour force and population isizeousands were collected and organized,
among othersThird , the constructed accounting framework, collectédrmation and similar
studies on Egypt were used to determine the stralcharameters and technical coefficients
needed to calibrate and run the MAMS model and ggaeoutput results-ourth, recent
economic performance of the Egyptian economy wasd s validate the results of the MAMS
model. Finally, a number of scenarios were simdlabegenerate a reference path (or baseline)
for the Egyptian economy and, based upon changdhisnassess the impact of alternative
strategies for achieving the MDGs.

The reference path run is mainly directed to ptdjee medium-term economy-wide indicators of
Egypt up to 2015, assuming that the governmenpngéiraing to rely on the policy measures and
strategic trends applied in the 1990s and the begjrof the twenty one century. Based on the
results of this reference path scenario with rasfethe achievement of the MDGs, alternative
policy measures were formulated and tested.

In light of the current performance and structéeakures of the Egyptian economy as well as the
adopted development policies and directions, tholiey measures to finance the MDG objectives
were experimented. The first policy assumes thatBtyptian government would further rely on
domestic borrowing — in the form of treasury béled other government domestic financial
instruments —to ensure the financing of the cdatee to the achievement of MDGs 2 (universal
primary education) and 7b (basic sanitation cowrag these two goals would not be achieved
under business-as-usual assumptions of the reéepathb run. The second policy assumes that the
Egyptian government would have access to foreigmtgr(or transfers) directed to reach the
aspired MDG indicators. Finally, the third policyeasure adjusts the direct tax rate so as to
achieve the required MDGs. Of these three selgqudéidy measures only the first one would be
compatible with the decision of the Egyptian goweent and the central bank (CBE) to minimize
the reliance on foreign borrowings and to finanawegnment deficit mainly by domestic
borrowing means. Furthermore, two specific MDGtsgiges have been added to separately target
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the universal primary education (MDG2) and the ionpd access to sanitation facilities (MDG7b).
The Different combinations of these financing amsionith achieving MDGs 2 or MDG 7b
separately, or in tandem with all other MDGs (bi@®11) were generated.

In addition to the specific MDG achieving policy AMIS was used to test alternative economic
growth scenarios and their impact on MDG indicatota this respect, two economic growth
scenarios were tested, for which all the aforeroaetl policy scenarios were generated. Firstly, an
optimistic scenario based on the government inglisaeflected in the follow-up reports of the five
year plan produced by the Ministry of Economic Depment (MOED) as well as other official
government documents. This scenario assumes tlyat &gl gradually overcome the effects of
the recent global financial crises and achieve @GP growth of 4% in 2010, 5% in 2011 and
6.5% annual growth rate in 2015. The average groatid of real GDP at factor cost in this
scenario would then be 5.7% during 2008-2015. S#l¢oa moderate economic growth scenario
which assumes that the Egyptian economy will takeenime to overcome the effects of the
financial crises with a 4.9% average annual groatih of real GDP during 2008-2015.

Assessing Strategies to Achieve MDGs

The main finding of the reference path scenarit vaspect to the MDG indicators is that in both
the optimistic and moderate economic growth scesarmost MDGs would be achieved on the
macro level, or even overachieved in some instafidas is excluding the poverty goal (MDG1)
which is analyzed though results of micro-simuladi@and, to some extend the goals of access to
improved sanitation (MDG7b) and the attainment piversal primary education (MDG2) as
defined by the on-time primary completion rate.

This outcome is primarily attributed to the contos efforts of the successive Egyptian
governments to adopt appropriate policies for amigethese goals. It can be argued also that the
improved growth performance of the Egyptian econalumyng the first decade of the twenty first
century has positively contributed to achieving fhositive performance.

The primary completion rate (MDG2) under the refeeepath leveled at 92%. With respect to the
child and maternal mortality rates (MDGs 4 and hg aspired targets are achieved. Improved
health care services, extended health insuraneFamge and building more physical infrastructures
— particularly in the rural areas - are the maiieiheinants of this positive performance in terms of
child and maternal mortality rates. The objecti¥éngproving access to safe water (MDG7a) has
been achieved way in advance of 2007. AccordindAd/S results, 99% of the population would
have access in 2015. As for access to improvetatani (MDG7b), coverage goes up to 80% by
2015 under a continuation of current policies, Whica satisfactory result.

At the aggregate level, all the adopted alternagtvategies that were simulated do contributed to
speeding up the achievement of the MDGs by 2018) some specific differences between

policies attributed to the sensitivity of the MD@sad the Egyptian economy to these policy
measures. These differences can be delineatetioagsfo

First, the performance of the MDG indicators during gnejection period (2008-2015) was
generally better under the optimistic economic ghogcenario. This is particularly apparent
for MDG1, MDG4 and MDGS5. The results of MDG strategfor Egypt based on MAMS
show that the real annual growth rate of privatealficonsumption spending, private
investments and exports have increased during 20@8-from 6.5, 5.7 and 3.5 percent in the
moderate growth scenario to 7.5, 6.1 and 4 peraenthe optimistic growth scenario.
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Furthermore, government needs for domestic borrgvdacreased in case of the optimum
growth scenario. Given this improved growth prospecf the Egyptian economy, it is
expected that the per-capita household consumgpending and the per-capita expenditure
on health services would witness similar growthc&ese these two economic indicators are
part of the determinants of MDG 1,4 and 5 (see a&ppendix Ill), these MDGs are more
affected by the growth of the economy than otherettgment goals. It can generally be
concluded then that a more favourable growth prasper the economy would result in more
progress towards the achievement of the MDGs.

Second some development goals would be overachievedrasudt of adopting the selected
MDG strategies. This was particularly true withpest to the child and maternal mortality
goal (MDG4 and MDG5) and the access to safe wM&G7a). This finding is the outcome
of several factors; a) the Egyptian developmenicaidrs confirm that the goal of access to
clean water (MDG7a) has been achieved in 2007 (arbund 98 percent of population
benefiting from access to clean water), b) simylatthe indicator of reducing child mortality
rate (MDG4) was 33 percent in 2007 against theipdaoal in 2015 which is 30.3 percent.
Given that this goal is not targeted by alternatM®G strategies, the optimum growth
reference path scenario has overachieved the sdlgoal with an indicator of 29.1 percent, c)
although the goal of the maternal mortality rateD@®b) is 4.4 percent, the business-as-usual
indicators in 2015 reached 2.1 percent under thdemade growth scenario and 1.9 percent
under the optimum growth scenario, and d) basetheranalysis of the MDG determinants in
section IV and appendix Il of the report, both MB@nd 5 are affected by the improvement
in MDG7a and b. The observed overachievement in MIRGd 5 is then partially explained by
synergies as reaching MDG7a and b has a positieetain their performance.

Third , the indicator of the on-time completion rate ofnary education (MDG2) improved
compared with the reference path results. It irsmdaon average from 91.8% in the reference
path to 93.6% under the selected development paohegsures. The only exception to this
outcome is the strategy targeting only — or coneginiy only on - MDG7b. The average
performance of MDG2 indicator under this scenaneginot exceed 92%.

Fourth, because MDGs 4, 5 and 7a were already achieveelr uhe reference path scenario,
alternative development strategies or policy messwoncentrated mainly on achieving
MDG2 and MDG7b. Given that the goal of improvedess to sanitation (MDG7b) is the

least achieved one in 2007 (around 66 percentl@desired target in 2015 is 83.3 percent,
the average annual growth rate of government copgamspending on water and sanitation
services went up under the selected developmexiegtes for achieving the MDGs.

Fifth, real GDP in the water and sanitation sector acesufr the highest average annual
growth rate under the selected development scenduang 2008-2015. Its annual growth
rate increased from an average of 5.1% in the basescenario to around 6.9% under the
adopted policy measures. Slight improvements ingtieavth rate of government health sector
and other government services were also observddrithe selected policy measures. This
outcome reflects the interdependence between gomerh spending on health and other
government services and both MDG2 and MDG7b. R&P @erformance of other sectors is
not affected by the tested MDG policy measuresnally, the structural changes in the
economy during 2008-2015 — measured by the pemgendastribution of GDP by sector —

were very limited.
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Sixth, the results of applying the selected policy measuo achieve MDG2 and MDG7b,
reflected a change in the educational structufavaur of labour that have not completed their
secondary education. This result may be attribotedhe one hand to the young structure of
the Egyptian population and explained on the okizard by the MDG policies supporting the
achievement of universal primary education. Furtteee, to achieve the on-time primary
education goal (MDG2), the number of students éeddh primary education needed to grow
annually by 2.2 percent on average during the de2@8-1015.

Micro-Simulation Analysis

Although all the MDGs scenarios simulated in tiiglg resulted in a reduction of poverty, halving
poverty would not be achieved by 2015 when theonatipoverty lines are adopted and if the
government only pursues achieving the other MDGsreglver, all scenarios exhibit large

inequality increases. Changes in real wages arncutigre output seem to benefit the poor but at
the same time the non-poor benefits relatively méi® a consequence, growth contributes to
reducing poverty even though income inequalitylpanfsets such reduction. Thus, growth and
inequality changes work in opposite directions.

If Egypt is committed to halving poverty incidenog 2015, it should address a multidimensional
process to reduce poverty that consists of: a) IDpvg) employment and income-generating
activities that ensure the participation of the rpmothe labour market through enhancing their
skills, b) Allocating soft loans to small-scale eptises, as well as increasing their access to the
markets (the economic dimension); and c) Providiingncial and in kind subsidies to the poor
through cash transfers and subsidized goods amdeserand social and health insurance, (social
security dimension).

This report does not address alternative meastingsverty; namely poverty gap and severity of
poverty measures. These measures are very impuortiduet Egyptian context as poverty is shallow
and so the percentage of the poor may not be ctamgslightly reduced but the welfare of the
poorest of the poor has improved and hence therfyayap measure decreased. This issue can be
addressed in other analytical reports.

Moreover, micro-simulation methodology can be inyaid by addressing not only income
poverty but also the multidimensional poverty. TMalti-dimensional Poverty Index (MPI)
complements money-based measures by consideringplaudeprivations and their overlap.
The index identifies three deprivations dimensidedtication, health and living standards, and
it shows also the number of people who are poon. ifidicators are concerned; five of them
(including enrolment rate, water and sanitatior®) addressed as MDG,s and are dealt with in
the report, and hence achieving any Millennium goedans eradicate deprivation in the
corresponding dimension.

Conclusion and Macro Policy Recommendations

It can be concluded that the analysis of the Miliem Development Goals (MDG) in Egypt based
on MAMS has generally confirmed that it is possilbeachieve most of the MDGs on the
aggregate socioeconomic level in 2015. The busassual (BAU) or the reference path scenario
has succeeded to generate satisfactory resulteeandcro-level via achieving the MDGs 4, 5 and
7a. It is recommended then — as a first policy meoendation - to direct any additional MDG
financing policies to achieve MDG2 and MDG7b. Tipresented our experimental choice when
applying MAMS. The economy-wide analysis using MAMSBggested also that the MDG
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indicators are not too sensitive to changes imrat&e strategies to finance the achievementeof th
MDGs.

The general conclusion in this respect is thapthiey maker in Egypt is advised to target all the
unrealized MDGs (which are MDG2 and MDG7b in theyfiin case) and avoid concentrating
on achieving - or delaying the targeting of onetlwm - with the objective of reducing the
associated financing cost. This finding is justifley two arguments; a) the success to achieve all
the targeted MDGs as a group with the positive ohpéthis achievement on the socioeconomic
performance and the satisfaction of the Egyptiéimeris and b) the moderate — or even the low —
additional financing cost needed to achieve the Ma3Gmeasured by government consumption
and investment spending as well as the incremiewta&@ase in foreign borrowing.

The micro simulation analysis has confirmed thdtihg poverty would not be achieved by 2015

when the national poverty lines are adopted irespeof the tested financing policy measures.
Moreover, all policy scenarios exhibit large inddyancreases. If the government of Egypt is

committed to halving poverty incidence by 2015hbuld address a multidimensional process to
reduce poverty that includes developing more enmpésy and income-generating activities,

allocates soft loans to small-scale enterprisesjigies financial and in kind subsidies to the poor
and adopts further social security measures.

Based on the results of MAMS, a considerable irs&ea government expenditure on water and
sanitation sector is required - in most of the #etbstrategies to achieve both MDG 2 and 7b — in
order to reach a yearly increase in the real GDBisfsector from 5.1 percent in the base run
(BAU) to 6.9 percent annually during the period 2015. Real GDP of health and other
government services need to witness also a sliglease in order to cope with the MDG
achievement process. Finally, the government opEsfyould direct additional investments to the
labour intensive industries to timely achieve MD&#l MDG7b objectives in 2015. The analytical
results stress also the need to augment real goeetrspending on infrastructure from 4.5 percent
per year in the base run to around 4.7 perceheiMDG policy scenarios. When measured by the
additional government borrowings, the amount of eésim interest payment to the private
institutions has to increase — as a percent of GEBmM 6.1 percent in the base run to about 6.6
percent in case of the optimistic growth scenanic @ nearly 7 percent in case of the moderate
growth scenario. The above changes in the expeadittms and economic aggregates can be
easily converted into a set of current and cagasernment spending measures.

It should be noted nevertheless that the sameaiwdg on the regional or governorate level
reflected a clear duality between urban and rumésawith respect to the achievement of the
MDGs. This concluding remark represented the maioame of the section on sector analysis and
the MDG determinants. Unfortunately, MAMS is nosaligregated enough to zoom on certain
regions and groups which are likely need policenventions. In this respect, MAMS does not
support any disaggregation between rural and urpale and female nor between governorates.
This limitation makes the model misses an importintension in the MDG analysis for the
Egyptian case. Furthermore, MAMS does not representappropriate analytical tool for
addressing the poverty issues. These issues atketlanore conveniently in the micro-analysis
part of the study.

Project Follow up Process

The final workshop of the project was hosted by Itistitute of National Planning (INP) and
the Ministry of Economic Development (MOED) the mimig of December 5, 2010. It was
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attended by the Egyptian team, Dr. Rob Vos from HS$B, representatives from the ministry
of economic development (MOED), Experts from thePJNUNDP staff as well other
participants from the UN agencies in Egypt. Aftebrief welcome speech from the director
of the INP, the director of the UNDP office in Egypnd Dr. Rob Vos, Professor Motaz
Khorshid presented in detail the methodology andifigs of the project with special reference
to MAMS and its tailoring to the Egyptian case tstt alternative MDG strategies. He
explained also the structure, contents and coraissdf Egypt’s report. This was followed by
professor Heba’s presentation on the micro simagpart of the study. The participants of the
workshop discussed all aspects of the report foremhan two hours. The workshop
participants also discussed steps to be takerdiguate follow-up and transfer of the tools for
strengthening analytical capacity and policy dialgThe comments and recommendation for
the follow up process can be summarized as follows:

1. The institutionalization and capacity developmemge will be mainly managed by the
MOED within the policy advising unit of the minigtrThe MOED and the Egyptian
team have to clearly define and specify the requémgs of this phase so that the
regional experts of the project can contributedisieving its planned goals. This phase
needs to include; i) training and building Egyptiational capacity using the current
status of MAMS, micro methodology and policy expeents, ii) updating and
adjusting the socioeconomic data and accountingtstres of MAMS, iii) including
additional policy measures to be tested by MAMS ahdine adjusting and modifying
the model structure with the support of the regioeam.

2. It was agreed that a visit of the regional expéstshe MOED can be arranged in
coordination with the Egyptian team based on thenidien of the training and policy
analysis requirements as well as a request frorkgyptian government.

3. Other government agencies and ministries need tdicipate in the capacity
development phase such as the ministry of finaifigeministry of social security and if
possible the ministries of education and healthtHéumore, the national team - that
elaborated the country study - was asked to makéefupresentations to a broader
group of expert staff of government institutionsieTmain purpose would be to further
discuss the findings of the study and show thevasglee of the analytical framework to
help close the gap between the budgeting procekshangoals and targets laid out by
ministerial action plans.

Additional Comments from the Terminal Workshop

A number of points have been raised by participanthe terminal workshop of the project
in order to enhance the capacity building exerarsg support the decision maker in evaluating
various MDG strategies. These points are relatedh& need to adjust and expand the
analytical tools as well as to carry out furtheliggpassessment:

1. The general framework, scenario development, lef/elisaggregation and policy
analysis are consistent and suitable for the MD@lyais and reflect — to great
extend — the specific features and structure opEgy
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. More analysis is needed to assess the impact ofltdieal financial crises on the
performance of the economy and the MDGs. This evertheless be the object of
a second phase of the project.

. The socioeconomic accounting framework and pasditylthe SAM need to be
updated to a more recent year. Experts of MOED leaméirmed the availability of
national accounting information for this purposeived the time span of the
project, this request has to be satisfied in a rs@cphase or during the
institutionalization phase of the project.

. Given the weak linkages between the education stahd labor market in the
Egyptian economy, further disaggregation mechanisrag be needed to capture
the impact of realizing MDG2 on the structure c# thbor market and job creation
process.

. The participants have confirmed their satisfactibat the results of MAMS are
consistent with the findings of the 2010 MOED/UNB#ort on the MDG follow
up for Egypt. They requested however further polr@commendations and
suggestions in the concluding part of Egypt's rédmased on medium term
projections.

. Given the importance of the gender issue - asateftkin MDG3 - particularly in
the Egyptian rural areas, it needs to be includedhe institutionalization and
capacity development phase.

. MAMS need to be subject to further disaggregatmintlude regions and gender
classifications as well as more MDGs. Professorrihia explained however that
it might be difficult to carry out more disaggreigat within the current
mathematical structure of MAMS based on the CGEhoutlogy. He suggested
adding a sub-model for analyzing these additicsgles. It is preferred then to deal
with the disaggregated issues in a similar wayh® poverty micro-simulation
analysis. We can have then a core extended CGElrfindeiding the MDG inter-
period sub-model) and a number of satellite motteteal with any further human
development issues.

. The micro part of the report needs to include audision or analysis of the
multidimensional poverty approach in contrast woime poverty.

. Given the new trend towards partners for develogmiie contribution of the
private sector to human development and achie\iagMDGs may be considered
jointly with government policies within the modedifiramework.

10.MOED experts confirmed the data availability forO8(2009 for the updating of

the accounting framework of the model during thgjgut’'s second phase .

11.To enhance the capacity building exercise, the Hagypteam and the MOED

representatives requested to have the new vergionAdMS which has a more
friendly and transparent interface system. ProfeBsb Vos promised to discuss
this issue with the regional team.
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I. Documentation of the SAM 2006/2007 for Egypt

A. Definitions of the SAM Accounts:

Account Definition

LABOR:

f-labn Labor less than completed secondary

f-labs Labor completed secondary level of education

f-labt Labor completed tertiary level of education

CAPITAL:

f-cap Operating surplus for non-government acesiti
f-capedup Operating surplus for government educatigrimary level
f-capedus Operating surplus for government education at sémgnievel
f-capedut Operating surplus for government education atairtievel
f-caphlt Operating surplus for government healtiiviyg

f-capwtsn Operating surplus for water and sanitation activity
f-capoinfr Operating surplus for other infrastruetactivity
f-capogov Operating surplus for other government services
Institutions:

hhd Current account of househdfds

gov Current account of general government

row Current account of the rest of the world

Int-dom Interest paid from government to domesitstitutions
Int-row Interest paid from government to the redshe world

sav - hhd Savings of household

sav - gov Savings of government

sav - row Foreign Savings

cap - hid Capital account of household

% This account includes —in addition to househoftarate and public enterprises.
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cap - row Capital account of the rest of the world

inv-edup Investment realized by government in prineducation
inv-edus Investment realized by government in séapneducation
inv-edut Investment realized by government in éeytieducation
inv-hit Investment realized by government in health

inv-wtsn Investment realized by government in watgd sanitation
inv-oinfr Investment realized by government in atimérastructure
inv-ogov Investment realized by government in od@wices
inv-prv Investment realized by non-government

ACTIVITIES

a-agric Agriculture

a-oilext Crude Oil and natural gas and other Exitradndustries
a-labint Labor Intensive industries

a-capint Capital Intensive industries

a-const CONSTRUCTION

a-elect ELECTRICITY

a-transpcom

Transport and communication

a-othprdsvc

Other productive services (hotels asthurants, trade and insurance)

a-edupng Education in non-government primary skshoo
a- edusng Education in non-government secondeinpads
a- edutng Education in non-government universities
a-hltng HEALTH activity in private sector

a- othsveng Other non-government services

a-edup Education in government primary schools
a-edus Education in government secondary schools
a-edut Education in government universities

a-hlt HEALTH activity in government

a-wtsn Water and Sanitation

a-oinfr Other infrastrucure

a-ogov Other government services

c-agric Agriculture

c-oilext Crude Oil and natural gas and other Exivadndustries
c-labint Labor Intensive industries

c-capint Capital Intensive industries

c-const CONSTRUCTION

c-elect ELECTRICITY

c-transpcom

Transport and communication

c-othprdsvc

Other productive services (hotels asthurants, trade and insurance)
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c-edupng Education in non-government primary stshoo
c- edusng Education in non-government secondampas
c- edutng Education in non-government universities
c-hltng HEALTH activity in private sector

c- othsveng Other non-government services

c-edup Education in government primary schools
c-edus Education in government secondary schools
c-edut Education in government universities

c-hlt HEALTH activity in government

c-wtsn Water and Sanitation

c-oinfr Other infrastructure

c-ogov Other government services

t-dir Direct taxes

t-exp Exports taxes

t-imp Import taxes

t-oind Other indirect taxes

t-sub Subsidies
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B. Description of the cells of the SAM for Egypt (by lbcks):

ROW | COLUMN CONTENT
1-3 31-50 Wages and salaries paid by activitidaliour of each of the 3 education levels
4 31-43 Gross Operating surplus of non-governmetitities
5-11 44-50 Gross Operating surplus of governmetntibes
12 1-4 Earnings of households from factors of pobidn
12 13-14 Earnings of households from transfers fgorernment and the rest of the world
12 15 Interests received by households from goventm
13 5-11 Government revenue from gross operatingssiin government activities
13 12-14 Revenues of government from current transfers fiooseholds and from the rest of t
world
13 71-75 Revenues of government from taxes ansidieb
14 12-13 Current transfers to the rest of the wivdch household and government
14 16 Interests paid from government to the reth®fwvorld
14 51-63 Imports from different commodities
15 13 Interests paid from government to domesstturtions
16 13 Interests paid from government to the restt@fwvorld
17-19 12-14 Savings accounts of institutions
20-22 17-19 Capital accounts of institutions
20 22 Lending from non- government institutionghe rest of the world
21 20 Lending from non- government institutiongdwvernment
21 22 Lending from rest of the world to government
22 19 Foreign savings (Current account balance thvélrest of the world)
23 29 government investment in government actiitie
30 20-21 Non-government investment financed by savings afgavernment institutions and b
government
31-50 51-70 Total domestic output of each activity
51-70 12 Household consumption
51-70 14 Exports of different commodities
64-70 13 Government final consumption from governnservices
51-70 23-29 Composition of investment in governnaaivities
51-70 30 Composition of total investment in non-@owment activities
51-70 31-50 Matrix of intermediate consumption
71 12 Direct taxes (on personal income and profits)
72 54 Export taxes on some capital intensive conitiesdiron and steel)
73 51-54 Import duties on different commodities
74 31-50 Indirect taxes on production of differaativities
75 31-34 Subsidies paid by government to someitieiv
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C. Sources of data for SAM

To cope with multiplicity of data sources, diffeces of estimation methods and inconsistency of
some fragmented economy-wide statistics, the aaigin of the SAM for Egypt and then the
structural parameters of MAMS relied on economiadand statistics produced by the following

Sources:

1) Ministry of Economic Development:

a.

Yearly reports on the five year socio economic ttgument plan 2006/2007.

b. Estimated Input-Output table for 2002/2003
C.
d. Updated data on sources and Uses of GDP, and GDiRebgconomic sectors,

National Accounts 2005/2006

published in the website of the ministoyww.MOP.gov.eg

2) Central Agency for Public Mobilization and Statistics (CAPMAS):

e.
a. Statistics of yearly industrial production
b.
c
d

Statistics Yearbook 2007.

Household income and expenditure survey 2004/2005.
Primary results of the population census 2006.

. Statistics of employment, wages and working ho @62

3) Ministry of finance. The Final accounts of Governmat budget 2006/2007.

4) Central Bank of Egypt (CBE). The current and capitd accounts of the Balance of
Payments for the year 2006/2007.

5) Information and Decision Support Centre (IDSC). SAM for 2004/2005.
Unpublished Document and the monthly economic bulten.
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D. The Social Accounting Matrix for Egypt, In LE Million (2006-2007)

Figure (2) Current and Capital Accounts of Institut

ions

Institutions Accounts
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f-capwtsn
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Institutions Accounts

hhd

161,555

43,688

44,700

gov

82,487

19,810

row

30,753

9,315

3,000

int-dom

44,700

int-row

3,000

sav-hhd

193,560

sav-gov

-41,870

sav-row

3,570

cap-hhd

193,560

cap-gov

-41,870

63,426

3,570

cap-row

3,570

Investment Acc.

inv-edup

1,437

inv-edus

357

inv-edut

238

inv-hlt

726

inv-wtsn

772

inv-oinf

9,025

inv-ogov

5,037

inv-prv

130,133

7,534
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Figure (2) Current and Capital Accounts of Institut

ions (Continued)

Institutions Accounts
13 14 15 16 17 18 19 20 21 22 23
hhd gov row intdom Introw sav-hhd say-gov say-row capthhd cap-gov [cap-row
32 |a-agr
~|33]a-oilext
3 [34]a-1abint
(gn 35 |a-capint
z 36 |a-const
@ 37 |a-elect
£ | 38|a-transpcom
5 | 39 |a-othprdsvc
E 40 Ja-edupng
.% 41 |a-edusng
2 |42]a-edutng
g 43]a-hltng
44 |a-othsveng
_|45]a-edup
3 | 46 |a-edus
O [47]a-edut
3 | 48]a-hlt
<. 49 |a-wtsn
E 50 |a-oinf
2 [51]a-ogov
52|c-agr 47,297 4,224
| 53] c-oilext 1,051 30,977
3 | 54|c-labint 78,232 19,911
Q [55|c-capint 203,495 53,256
§ [56 [c-const
‘UT 57|c-elect 7,859 39
3 58 |c-transpcom 29,736 24,622
Q 59 |c-othprdsve 64,468 79,198
b= 60 |c-edupng 1,065 397
g 61 |c-edusng 217 81
£ | 62 |c-edutng 127 47
8 [63]chitng 6,686 528
64 | c-othsvc 22,435 2,697
= 65 |c-edup 6,066 6,418 2,259
8 66 |c-edus 1,508 1,596 562
Td’ 67 |c-edut 2,835 3,000 1,056
< [68]c-hlt 5,198 1,165 410
& [69]c-wtsn 3,017 299
O |70 [c-oinf 12,866 40 7,768
71 |c-ogov 85,995 7,299 2,569
g 72 |tdir 57,708
< [73]|t-exp
8 [74|timp
E 75 [t-oind
76 |t-sub
total 944,660 196,517 297,669 44,700 3,000 193,560 |-41,870 | 3,570 | 193,560 25,126 | 3,570
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Figure (3) Investment Matrix by Sectors of Origin a

nd Destination
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Figure (4) Production Activites (Non-Government)

Production Activities (Non-Government)
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Figure (4) Production Activites (Non-Government) (C  ontinued)

Production Activities (Non-Government)
32 33 34 35 36 37 38 39 40 41 42 43 | 44
a-agr |a-oilext h-labint g-capint afconst alelect afransp  com |a-othprdsvc d-edupng aledusng aledutng a-filtng a-oths veng
32|a-agr
~133]a-oilext
3 [34a-labint
('2 35 |a-capint
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2 38 |a-transpcom
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3 |46 [a-edus
© |47 |a-edut
5 | 48 |a-hlt
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total 115,178 |108,726 {135,088 | 370,868 | 74,386 | 28,416 78,811 245,719 4,537 925 540 9,524 41,817
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Figure (5) Production Acitivites (Government)

Production Activities (Government)
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Figure (5) Production Acitivites (Government) (Cont inued)
Production Activities (Government)
45 46 47 48 49 50 51
a-edup |a-edus ja-edut @a-hlt a-wtsn a-oinf a-ogov
32 |a-agr
—~|33]|a-oilext
3 | 34 |a-labint
2 35 [a-capint
2 [36]a-const
%’ 37 [a-elect
Z 38 [a-transpcom
5 | 39 |a-othprdsvc
E 40 |a-edupng
.%’ 41 [a-edusng
3 42 [a-edutng
E 43 |a-hltng
44 [a-othsvcng
_|45]a-edup
2 | 46|a-edus
O |47 |a-edut
= |48 [a-hlt
< [49]a-wisn
8 50 |a-oinf
& |51 |a-ogov
52 [c-agr 235 58 110 90 49 31 1,573
| 53[c-oilext 4 1 2 2 1 8,864 38
g' 54 |c-labint 3,636 904 1,699 1,398 | 758 2,706 |21,491
Q|55 c-capint 1,266 315 592 487 264 - 8,453
S |56 [c-const 13 3 6 | 5 | 3 | 16 | 1904
:.’ 57 [c-elect 45 11 21 17 9 13 3,644
& | 58 ]c-transpcom | 641 159 299 246 134 380 4,620
@ 159 |c-othprdsve 999 248 467 384 208 436 6,567
% 60 |c-edupng 58 14 27 22 12 15 786
E 61 |c-edusng 12 3 5 5 2 3 160
g 62 |c-edutng 7 2 3 3 1 2 93
O | 63|c-hltng 52 13 24 20 11 14 532
64 |c-othsvc 18 5 9 7 4 5 27,639
= 65 |c-edup 216 54 101 83 45 58 940
8 66 |c-edus 54 13 25 21 11 14 234
o 67 |c-edut 101 25 47 39 21 27 439
& | 68]c-hlt 58 15 27 22 12 16 277
£ |69 [c-wtsn 39 10 18 15 8 152
O | 70 [c-oinf 222 55 104 85 46 126 3,079
71 [c-ogov 386 96 181 | 148 [3,864 | 104 1,844
g 72 [t-dir
< [73]|texp
8 | 74 |timp
,‘>‘_§ 75 |t-oind 483 120 226 186 101 825 963
76 |t-sub
total 24,626 | 6,123 |11,509 |9,466 | 8,919 39,786 |117,453
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Figure (6) Commodities Accounts - Goods and Servici

es (Non-Government)

Commodities Accounts (Non-Government)
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Figure (6) Commodities Accounts - Goods and Servici

es (Non-Government) (Continued)

Commaodities Accounts (Non-Government)
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Figure (7) Commodities Accounts - Goods and Servici  es (Gov.)
Commodities Accounts (Government)
65 66 67 68 69 70 71
c-edup |c-edus g-edut £-hlt ciwisn cioinf c-pgov  total

32|a-agr 115,178

~ |33 |a-oilext 108,726
3 [34[a-labint 135,088
? 35 [a-capint 370,868
2 |36 |a-const 74,386
?é 37 |a-elect 28,416
£ 38 |a-transpcom 78,811
5 |39 |a-othprdsve 245,719
i 40 |a-edupng 4,537
% 41 |a-edusng 925
= 42 |a-edutng 540
g 43 |a-hltng 9,524
44 |a-othsveng 41,817
_|45[a-edup 24,626 24,626
2 [46[a-edus 6,123 6,123
Q|47 [a-edut 11,509 11,509
o |48 |a-hit 9,466 9,466
< [29a-wtsn 8,919 8,919
8 |50 [a-oinf 39,786 39,786
2 |51|a-ogov 117,453| 117,453
52 |c-agr 124,543

_| 53 |c-oilext 117,162
2 [54|c-labint 244,893
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2 56 |c-const 74,386
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total 24,626 | 6,123 |11,509 |9,466 | 8,919 (39,786 117,453 (5,897, 151
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Figure (8) Direct and Indirect Taxes

Taxes Accounts
72 73 74 75 76
t-dir jt-exp |[t-imp toind tsub  |total
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Analytical Results of The Micro-Simulation

Table (7.3): Poverty rates and Gini Under different- Moderate Scenarios

FGT US$1 per day FGT US$2 per day FGT —mo‘?if]reate poverty
2007 2010 2015 2007 2010 2015 2007 2010 20
base 1.893 2.654 1.683| 29.654| 27.827| 23.116| 40.925| 37.689| 29.682
mdg2db 1.893 2.684 1.611| 29.654| 27.138| 23.007| 40.925| 36.678| 29.618
mdg7bftr 1.893 2.649 1.685| 29.654| 27.808| 23.022| 40.925| 37.629| 29.580
mdg7db 1.893 2.652 1.679| 29.654| 27.813| 23.027| 40.925| 37.661| 29.585
mdg-db 1.893 2.685 1.607| 29.654| 27.118| 22.966| 40.925| 36.670| 29.554
mdgfb 1.893 2.684 1.599| 29.654| 26.976] 22.964| 40.925| 36.465| 29.522
mdgftr 1.893 2.684 1.599| 29.654| 26.976| 22.964| 40.925| 36.465| 29.522
mdgtax 1.893 2.701 1.634| 29.654| 27.329| 22.993| 40.925| 36.984| 29.570
FGT _extreme poverty line Gini_per capita income
2007 2010 2015 2007 2010 2015
base 20.872| 19.871| 17.888| 0.331 0.341 0.380
mdg2db 20.872| 19.339| 17.811] 0.331 0.344| 0.378
mdg7bftr | 20.872| 19.846| 17.842| 0.331 0.341 0.381
mdg7db 20.872| 19.848| 17.827| 0.331 0.341 0.380
mdgdb 20.872| 19.330] 17.762| 0.331 0.344| 0.378
mdgfb 20.872| 19.276| 17.741| 0.331 0.345| 0.378
mdgftr 20.872| 19.276| 17.741] 0.331 0.345| 0.378
mdgtax 20.872| 19.510| 17.774| 0.331 0.344| 0.378
Table (7.4): Poverty rates and Gini Under different- Optimistic Scenarios
FGT US$1per day FGT US$2 per da FGT _moderate poverty
2007 201( 201¢ 2007 201( 201¢ 2007 201( 201¢
base 1.89¢ 2.65¢ 1.42¢| 29.65¢| 27.827| 21.537| 40.92t| 37.68¢| 27.48¢
mdg2dhb 1.89:¢ 2.68¢ 1.36€| 29.65¢| 27.13¢| 21.39¢| 40.92t| 36.67¢| 27.37:
mdg7bftr 1.89:¢ 2.64¢ 1.43(C| 29.65¢| 27.80¢| 21.517| 40.92t| 37.62¢| 27.40¢
mdg7db 1.89:¢ 2.652 1.42¢| 29.65¢| 27.81i| 21.50(| 40.92t| 37.667| 27.39¢
mdgdb 1.89¢ 2.68¢ 1.368 | 29.65¢| 27.11¢| 21.37¢| 40.92t| 36.67(| 27.34:
mdgfb 1.89¢ 2.68¢ 1.32¢| 29.65¢| 26.97¢| 21.33.| 40.92f| 36.46f| 27.32(
mdgftr 1.89:¢ 2.68¢ 1.32¢| 29.65¢| 26.97¢| 21.33.| 40.92t| 36.46f| 27.32(
mdgtax 1.89¢ 2.701 1.38C| 29.65¢| 27.32¢| 21.397| 40.92t| 36.98¢| 27.33¢
FGT _extreme poverty line Gini_per capita income
2007 201( 201¢ 2007 201( 201¢
base 20.75¢ | 20.02: | 16.33¢ | 0.331 0.34( 0.38¢
mdg2db | 20.75¢ | 19.77: | 16.19° | 0.331] 0.34C 0.37¢
mdg7bftr | 20.757 | 19.97¢ | 16.30° | 0.331 0.34( 0.38¢
mdg7db | 20.75¢ | 20.00C | 16.29° | 0.331 0.34( 0.38¢
mdgdb 20.75¢ | 19.79: | 16.19¢ | 0.331 0.34( 0.377
mdgfb 20.75¢ | 19.77¢ | 16.06% | 0.331 0.34( 0.37¢
mdgftr 20.75¢ | 19.77¢ | 16.06: | 0.331 0.34( 0.37¢
mdgtax 20.75¢ | 19.82¢ | 16.13¢ | 0.331 0.34( 0.37¢
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Table (7.5): Poverty rate using US$1 per person dgyoverty line — Moderate Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201( 201¢
fgt_lusc 1.82( 1.82( 1.82(| fgt lu«d 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.80¢ 1.78%2| fgt lusd L 1.89¢ 1.77¢ 1.782
fgt_lusd ¢ 1.89¢ 1.80¢ 1.787| fgt lusd 1.89¢ 1.77¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.80¢ 1.78% | fgt lusd ¢ 1.89¢ 1.77¢ 1.78:
fgt lusd wi 1.89¢ 2.49¢ 2.03% | fgt_lusd_w! 1.89¢ 2.631 1.919
fgt lusd w: 1.89¢ 2.04: 1.271| fgt lusd w: 1.89¢ 1.94¢ 1.24]
fgt lusd n 1.89¢ 2.65¢ 1.68: | fgt lusd 1.89¢ 2.68¢ 1.607
mdg2dl | mdg2dl | mdg2dt mdgft | mdgft | mdgfk
2007 201C 201¢ 2007 201C 201t
fgt_lusc 1.82( 1.82( 1.82(| fgt lusc 1.82( 1.82( 1.82(
fgt_lusd 1 1.89¢ 1.77¢ 1.78% | fgt lusd L 1.89: 1.77¢ 1.78:2
fgt_lusd ¢ 1.89¢ 1.77¢ 1.78:| fgt lusd : 1.89: 1.77¢ 1.78:
fgt_lusd 1.89¢ 1.77¢ 1.787| fgt lusd ¢ 1.89: 1.77¢ 1.78:
fgt_lusd w! 1.89¢ 2.631 1.88¢ | fgt_lusd w! 1.89: 2.76i 1.852
fgt_lusd wz 1.89¢ 1.€46 1.24¢ | fgt_lusd w: 1.89: 1.95¢ 1.23:
fgt_lusd n 1.89¢ 2.68¢ 1.611| fgt lusd n 1.89: 2.68¢ 1.59¢
mdg7bfti | mdg7bft | mdg7bft mdgftr | mdgftr | mdgftr
2007 201C 201t 2007 201C 201¢
fgt_lusc 1.82( 1.82( 1.82(| fgt lusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.801 1.78%z | fgt lusd L 1.89: 1.77¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.80z 1.78: | fgt lusd : 1.89: 1.77¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.80z 1.78: | fgt lusd ¢ 1.89¢ 1.77¢ 1.78:
fgt lusd wi 1.89¢ 2.501 2.067 | fgt_lusd w! 1.89¢ 2.761 1.85:2
fgt lusd w: 1.89¢ 2.03¢ 1.275 | fgt lusd wz 1.89¢ 1.95¢ 1.23¢
fgt lusd n 1.89¢ 2.64¢ 1.68% | fgt lusd n 1.89¢ 2.68¢ 1.59¢
mdg7dl | mdg7dl | mdg7dt mdgta; | mdgtay | mdgtay
2007 201C 201¢ 2007 201C 201t
fgt_lusc 1.82( 1.82( 1.82(| fgt lusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.80¢ 1.78%| fgt lusd L 1.89¢ 1.78¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.80¢ 1.78: | fgt lusd : 1.89¢ 1.78¢ 1.78¢
fgt_lusd c 1.89: 1.80¢ 1.78%| fgt lusd c 1.89: 1.78¢ 1.78:
fgt lusd wi 1.89¢ 2.49¢ 2.05C | fgt_lusd w? 1.89¢ 2.57( 1.93¢
fgt lusd wz 1.89¢ 2.042 1.26¢ | fgt lusd w: 1.89¢ 1.96¢ 1.269
fgt_lusd n 1.89¢ 2.652 1.67¢| fgt lusd 1.89: 2.701 1.63¢
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Table (7.6): Poverty rate using US$2 per person peatay poverty line — Moderate Scenarios
simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201t 2007 201C 201¢
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.547| 29.54:| 29.54:
fgt 2usd 29.65¢ 29.20° 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:
fgt 2usd ¢ 29.65¢ 29.20¢ 29.08¢ | fgt 2usd 29.65¢| 29.08:| 29.08¢
fgt 2usd ¢ 29.65¢ 29.20¢ 29.08¢ | fgt 2usd ¢ 29.65¢| 29.08:| 29.08¢
fgt 2usd_w! 29.65¢ 30.823 34.86¢ | fgt 2usd wil | 29.65¢| 31.19!| 34.61¢
fgt 2usd_w: 29.65¢ 27.36( 21.35¢ | fgt 2usd wz | 29.65¢| 26.357| 21.34¢
fgt 2usd n 29.65¢ 27.82. 23.11¢| fgt 2usd m | 29.65¢| 27.11¢| 22.96¢

mdg2dl | mdg2dl | mdg2d! mdgft | mdgft | mdgft
2007 201(C 201¢ 2007 201(C 201t
fgt_2usd 29.54: 29.54: 29.54: fgt_2usc 29.547 | 29.54:| 29.54:
fgt _2usd 29.65¢ 29.08: 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:
fgt 2usd ¢ 29.65¢ 29.08: 29.08¢ | fgt 2usd ¢ 29.65¢| 29.08:| 29.08¢
fgt 2usd ¢ 29.65¢ 29.08: 29.08¢ | fgt 2usd ¢ 29.65¢| 29.08:| 29.08¢
fgt 2usd w1l 29.65¢ 31.18¢ 34.57¢ | fgt 2usd wil| 29.65¢| 31.247| 34.56:
fgt 2usd w: 29.65¢ 26.38: 21.39% | fgt 2usd wz | 29.65¢| 26.21¢| 21.35!
fgt 2usd n 29.65¢ 27.13¢ 23.007 | fgt 2usd m | 29.65¢| 26.97¢| 22.96¢
mdg7bfti | mdg7bfti | mdg7bft mdgftt | mdgftr | mdgftr
2007 201(C 201E 2007 201(C 201t
fgt_2usc 29.54: 29.54: 29.54: fgt 2usc 29.547 | 29.54:| 29.54:
fgt 2usd 29.65¢ 29.20( 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:
fgt 2usd ¢ 29.65¢ 29.20:! 29.08¢ | fgt 2usd 29.65¢| 29.08:| 29.08¢
fgt_2usd ¢ 29.65¢ 29.20:! 29.08¢ | fgt 2usd ¢ 29.65¢ | 29.08:| 29.08¢
fgt 2usd w! 29.65¢ 30.82¢ 34.88¢ | fgt 2usd wil| 29.65¢| 31.24.| 34.56:
fgt 2usd w: 29.65¢ 27.34. 21.257 | fgt 2usd wz | 29.65¢| 26.21¢| 21.35!
fgt 2usd n 29.65¢ 27.80¢ 23.02: | fgt 2usd m | 29.65¢| 26.97¢| 22.96¢
mdg7dl | mdg7dt | mdg7dl mdgtay | mdgtay | mdgta
2007 201(C 201¢ 2007 201(C 201t
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.54% | 29.54:| 29.54:
fgt _2usd 29.65¢ 29.20: 29.087 | fgt 2usd L 29.65¢| 29.08¢| 29.08:
fgt 2usd ¢ 29.65¢ 29.20: 29.08¢ | fgt 2usd ¢ 29.65¢| 29.09(| 29.08¢
fgt 2usd ¢ 29.65¢ 29.2(3 29.08¢ | fgt 2usd ¢ 29.65¢| 29.09(| 29.08¢
fgt 2usd_w! 29.65¢ 30.82: 34.89( | fgt 2usd wil| 29.65¢| 31.14(| 34.62¢
fgt 2usd_w: 29.65¢ 27.34¢ 21.26% | fgt 2usd wz | 29.65¢| 26.58t| 21.37¢
fgt 2usd n 29.65¢ 27.81: 23.027 | fgt 2usd m | 29.65¢| 27.32¢| 22.99:
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Table (7.7): Poverty rate using Moderate poverty lie — Moderate Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201( 201¢
fgt_moderate 40.81¢ 40.81¢ 40.81¢ | fgt _moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate_L 40.92; 40.26: 40.057 | fgt_moderate u | 40.927 | 40.04¢| 40.05:
fgt_moderate_: 40.92 40.26¢ 40.05Z | fgt_ moderate ¢ | 40.927 | 40.047 | 40.05:
fgt_moderate ¢ 40.92 40.26¢ 40.052 | fgt_moderate ¢ | 40.927 | 40.047 | 40.05:
fgt_moderate_w 40.92 41.45( 44.00¢ | fgt_moderate w | 40.927 | 41.67(| 43.73¢
fgt_moderate_w 40.92 37.32: 27.60 | fgt moderate w | 40.927 | 35.97.| 27.64:
fgt_moderate_rr 40.92¢ 37.68¢ 29.68: | fgt_moderate_m | 40.92f| 36.67(| 29.55¢
mdg2dt | mdg2dl | mdg2dt mdgft | mdgft | mdgft

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ | 40.81¢| 40.81¢| fgt moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate L 40.92 40.04¢ 40.057 | fgt_moderate L | 40.927 | 40.04¢| 40.05:
fgt_moderate_: 40.92 40.04" 40.05Z | fgt moderate ¢ | 40.927 | 40.047 | 40.05:
fgt_moderate ¢ 40.92 40.04" 40.052 | fgt_moderate ¢ | 40.927 | 40.047 | 40.05:
fgt moderate w 40.92; 41.66¢ 43.71: | fgt moderate w | 40.927| 41.71:| 43.71(
fgt_moderate_w 40.92: 35.99( 27.71¢| fgt moderate w | 40.927| 35.77.| 27.61¢
fgt_moderate_mr 40.92¢ 36.67¢ 29.61¢ | fgt_moderate_mr | 40.92f | 36.46% | 29.52:
mdg7bf | mdg7bf | mdg7bf mdgftr | mdgftr | mdgftr

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ 40.81¢ 40.81¢ | fgt _moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate_L 40.92: 40.24¢ 40.057 | fgt_moderate L | 40.927| 40.04¢| 40.05:
fgt_moderate_: 40.92: 40.25( 40.05z | fgt_ moderate ¢« | 40.927| 40.047| 40.05:
fgt_moderate ¢ 40.92: 40.25( 40.05z | fgt_moderate ¢ | 40.927| 40.047| 40.05:
fgt_moderate_w 40.92: 41.44¢ 44.02( | fgt_moderate w | 40.927 | 41.712| 43.71(
fgt_moderate_w 40.92: 37.26: 27.49: | fgt_ moderate w | 40.927| 35.77.| 27.61¢
fgt_moderate_mr 40.92¢ 37.62¢ 29.5¢0 | fgt_moderate_mr | 40.92f | 36.46% | 29.52:
mdg7dt | mdg7dl | mdg7dt mdgtay | mdgtay | mdgta

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ | 40.81¢| 40.81¢| fgt moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate L 40.92 40.25¢ 40.057 | fgt_moderate L | 40.927| 40.05.| 40.0%1
fgt_moderate_: 40.92 40.25¢ 40.052 | fgt moderate ¢ | 40.927 | 40.05:| 40.05:
fgt_moderate ¢ 40.92 40.25¢ 40.052 | fgt_moderate ¢ | 40.927 | 40.05:| 40.05:
fgt_moderate_w 40.92 41.44¢ 44.01< | fgt_moderate w | 40.927 | 41.647| 43.73¢
fgt_moderate_w 40.92 37.29¢ 27.49¢€ | fgt_ moderate w | 40.927 | 36.31:| 27.65¢
fgt_moderate_mr 40.92¢ 37.66!: 29.58f | fgt_moderate_m | 40.92f | 36.98¢| 29.57(
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Table (7.8): Poverty rate using Extreme poverty lie — Moderate Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201( 201t 20C7 201( 201t
fgt_extreme 20.75¢ 20.75¢ 20.754| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_L 20.87: 20.39¢ 20.267 | fgt _extreme L | 20.87¢| 20.25¢| 20.26:
fgt_extreme ¢ 20.87: 20.39¢ 20.26:| fgt extreme ¢« | 20.87:| 20.257| 20.26:
fgt_extreme_( 20.87: 20.39¢ 20.26% | fgt_extreme ¢ | 20.87¢| 20.257| 20.26¢
fgt_extreme_w! 20.87: 22.47¢ 28.60¢ | fgt_extreme _w: | 20.87¢| 22.91<| 28.36(
fgt_extreme_w: 20.87: 19.28: 16.30¢ | fgt_extreme _w: | 20.87¢| 18.46<| 16.30:
fgt_extreme _nr 20.87: 19.87: 17.88¢ | fgt_extreme nm | 20.872| 19.33(| 17.76:
mdg2dt | mdg2dt | mdg2dt mdgft | mdgft | mdgft

2007 201( 201t 2007 201C 201¢

fgt_extreme 20.75¢ 20.75¢ 20.75¢| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme L 20.87: 20.25¢ 20.26: | fgt_extreme L | 20.87:| 20.25¢| 20.26:
fgt_extreme ¢ 20.87: 20.25] 20.26z | fgt_extreme ¢ | 20.87:| 20.257| 20.26¢
fgt_extreme_( 20.87: 20.25] 20.26z | fgt_extreme ¢ | 20.87:| 20.257| 20.26¢
fgt_extreme w! 20.87: 22.90" 28.33¢ | fgt_extreme w: | 20.87i| 23.05¢| 28.32:
fgt_extreme_w: 20.87: 18.47¢ 16.35% | fgt extreme w: | 20.87:| 18.427| 16.28!
fgt_extreme_n 20.87: 19.33¢ 17.817| fgt extreme nr | 20.872| 19.27¢| 17.74:
mdg7bft | mdg7bft | mdg7bft mdgftr | mdgftr | mdgftr

2007 201( 201t 2007 201C 201¢

fgt_extreme 20.75¢ 20.75¢ 20.754| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_L 20.87: 20.38: 20.267 | fgt_extreme u | 20.87:| 20.25¢| 20.26:
fgt_extreme_¢ 20.87: 20.38¢ 20.26% | fgt_extreme_: 20.87:¢| 20.257| 20.26:
fgt_extreme ¢ 20.87: 20.38¢ 20.26: | fgt extreme ¢ | 20.87¢| 20.257| 20.26:
fgt_extreme_w! 20.87: 22.47¢ 28.65¢ | fgt _extreme w: | 20.87:| 23.05¢| 28.32:
fgt_extreme_w: 20.87: 19.26¢ 16.27% | fgt_extreme w:z | 20.87¢| 18.42%| 16.28:
fgt_extreme_n 20.87: 19.84¢ 17.84: | fgt extreme nr | 20.872| 19.27¢| 17.74:
mdg7dt | mdg7dt | mdg7dt mdgta> | mdgtay | mdgtay

2007 201( 201t 2007 201C 201¢

fgt_extreme 20.75¢ 20.75¢ 20.75¢| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_t 20.87: 20.38¢ 20.26: | fgt_extreme L | 20.87¢| 20.26f| 20.26:
fgt_extreme ¢ 20.87: 20.39( 20.26:| fgt extreme ¢« | 20.87:| 20.26¢| 20.26:
fgt_extreme_( 20.87: 20.39( 20.26% | fgt_extreme ¢ | 20.87¢| 20.26¢| 20.26¢
fgt_extreme_w! 20.87: 22.472 28.64. | fgt_extreme _w: | 20.87¢| 22.77¢| 28.37:
fgt_extreme_w: 20.87: 19.26: 16.252 | fgt_extreme_w:z | 20.87¢| 18.65¢| 16.31:
fgt_extreme _nr 20.87: 19.84¢ 17.827 | fgt_extreme nm | 20.872| 19.51(| 17.77¢
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Table (7.9): Gini Index of income - Moderate Scenao

simcur bace base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201C 201¢
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331] gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc_wl 0.331 0.34( 0.377 | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331 0.33¢ 0.37¢ | gini_ypc_wz 0.331 0.34: 0.37¢
gini_ypc_m 0.331 0.341 0.38C | gini_ypc_m 0.331 0.34¢ 0.37¢
mdg2dl | mdg2dl | mdg2d! mdgft | mdcfb | mdgft
2007 201( 201t 2007 201C 201t
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331| gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc_wl 0.331 0.34¢« 0.37¢ | gini_ypc wl 0.331 0.34¢ 0.37¢4
gini_ypc_wz 0.331] 0.34- 0.37¢€¢ | gini_ypc_wz 0.331 0.34: 0.37¢
gini_ypc_m 0.331] 0.34¢ 0.37¢ | gini_ypc m 0.331 0.34¢ 0.37¢
mdg7bfti | mdg7bft | mdg7bft mdgftr | mdgftr | mdgftr
2007 201( 201t 2007 201C 201t
gini_ypc 0.331] 0.33] 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc_u 0.331] 0.331] 0.331| gini_ypc_u 0.331 0.331 0.331
gini_ypc_s 0.331] 0.331] 0.331| gini_ypc_¢ 0.331 0.331 0.331
gini_ypc_c 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc wl 0.331 0.341 0.377 | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331] 0.33¢ 0.37¢ | gini_ypc_wz 0.331 0.34: 0.37¢
gini_ypc_m 0.331] 0.34] 0.381 | gini_ypc m 0.331 0.34¢ 0.37¢
mdg7dl | mdg7dl | mdg7dt mdgtay | mdgtay | mdgtay
2007 201( 201t 2007 201C 201t
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331| gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc w1l 0.331 0.34( 0.377 | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331 0.33¢ 0.37¢ | gini_ypc_wz 0.331 0.34: 0.37¢
gini_ypc_m 0.331 0.341 0.38C | gini_ypc_m 0.331 0.34¢ 0.37¢
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Table (7.10): Gini Index of Labor Income - ModerateScenario

simcur base base base mdgdb mdgdb | mdgdb
tt 2007 2010 2015 2007 2010 2015
gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.419 0.417 | Gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.419 0.417 | Gini_ylab_s | 0.417 0.418 0.417
gini_ylab_o 0.417 0.419 0.417 | Gini_ylab_ o | 0.417 0.418 0.417
gini_ylab_wl | 0.417 0.432 0.487 | gini_ylab_w1 | 0.417 0.432 0.480
gini_ylab_w2 0.417 0.432 0.489 | gini_ylab_w2 | 0.417 0.432 0.482
gini_ylab_m 0.417 0.435 0.488 | Gini_ylab_m | 0.417 0.435 0.482
mdg2db | mdg2db| mdg2di mdgfb | mdgfb mdgfb

2007 2010 2015 2007 2010 2015

gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.418 0.417 | Gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.418 0.417 | Gini_ylab_s | 0.417 0.418 0.417
gini_ylab_o 0.417 0.418 0.417 | Gini_ylab_ o | 0.417 0.418 0.417
gini_ylab_wl | 0.417 0.432 0.482 | gini_ylab_w1 | 0.417 0.432 0.479
gini_ylab_w2 0.417 0.432 0.483 | gini_ylab_w2 | 0.417 0.432 0.480
gini_ylab_m 0.417 0.435 0.483 | Gini_ylab_ m | 0.417 0.435 0.480
mdg7bftr | mdg7bftr] mdg7bft mdgftr | mdgftr mdgftr

2007 2010 2015 2007 2010 2015

gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.419 0.417 | Gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.419 0.418 | Gini_ylab_s | 0.417 0.418 0.417
gini_ylab_o 0.417 0.419 0.417 | Gini_ylab_ o | 0.417 0.418 0.417
gini_ylab_wl | 0.417 0.432 0.487 | gini_ylab_w1 | 0.417 0.432 0.479
gini_ylab_w2 0.417 0.432 0.489 | gini_ylab_w2 | 0.417 0.432 0.480
gini_ylab_m 0.417 0.435 0.489 | Gini_ylab_m | 0.417 0.435 0.480
mdg7db mdg7db mdgtax| mdgtax | mdgtax

2007 2010 2015 2007 2010 2015

gini_ylab 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.417 | Gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.417 Gini_ylab_s 0.417 0.418 0.417
gini_ylab_o 0.417 0.417 | Gini_ylab_o 0.417 0.418 0.417
gini_ylab_wl | 0.417 0.485 | gini_ylab w1l | 0.417 0.432 0.481
gini_ylab_w?2 0.417 0.487 | gini_ylab w2 | 0.417 0.432 0.483
gini_ylab_m 0.417 0.486 | Gini_ylab_ m | 0.417 0.435 0.483

114



Table (7.11): Poverty rate using US$1 per person péay poverty line — Optimistic Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201t 2007 201C 201¢
fgt_lusc 1.82( 1.82( 1.82(| fgt dusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.80¢ 1.782 | fgt lusd L 1.89:¢ 1.77¢ 1.782
fgt_lusd ¢ 1.89¢ 1.80¢ 1.78%| fgt lusd ¢ 1.89: 1.77¢ 1.78:
fgt_lusd c 1.89¢ 1.80¢ 1.78%| fgt lusd ¢ 1.89: 1.77¢ 1.78:
fgt_lusd wI 1.89¢ 2.49¢ 2.69¢ | fgt_lusd w1 1.89: 2.631] 2.46¢
fgt_lusd wz 1.89¢ 2.04: 1.01¢ | fgt lusd wz 1.89: 1.94¢ 1.00;
fgt_lusd n 1.89¢ 2.65¢ 1.42¢| fgt lusd 1.89: 2.68¢ 1.36¢
mdg2dl | mdg2dl | mdg2d! mdgft | mdgft | mdgft
2007 201(C 201¢ 2007 201(C 201t
fgt_lusc 1.82( 1.82( 1.82(| fgt lusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.77¢ 1.782 | fgt lusd L 1.89: 1.77¢ 1.782
fgt_lusd ¢ 1.89¢ 1.77¢ 1.787| fgt lusd ¢ 1.89: 1.77¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.77¢ 1.78%| fgt lusd ¢ 1.89: 1.77¢ 1.78:
fgt_lusd_wI 1.89¢ 2.631] 2.43¢ | fgt_lusd w1 1.89: 2.76 2.37¢
fgt lusd w: 1.89¢ 1.94¢ 1.007 | fgt dusd wz 1.89:¢ 1.95¢ 0.967
fgt lusd n 1.89:¢ 2.68¢ 1.36€ | fgt lusd n 1.89:¢ 2.68¢ 1.32¢
mdg7bfti | mdg7bft | mdg7bft mdgftr | mdgftr | mdcftr
2007 201(C 201¢ 2007 201(C 201t
fgt_lusc 1.82( 1.82( 1.82(| fgt dusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.801 1.782 | fgt lusd 1.89¢ 1.77¢ 1.782
fgt_lusd ¢ 1.89¢ 1.80z 1.78%| fgt lusd : 1.89¢ 1.77¢ 1.78:¢
fgt_lusd ¢ 1.89¢ 1.80z 1.787| fgt lusd 1.89¢ 1.77¢ 1.78:¢
fgt lusd wi 1.89¢ 2.501] 2.72% | fgt_lusd w1 1.89¢ 2.761 2.37¢
fgt lusd w: 1.89¢ 2.03¢ 1.02¢ | fgt lusd wz 1.89:¢ 1.95¢ 0.967
fgt lusd n 1.89¢ 2.64¢ 1.43(| fgt lusd mr 1.89:¢ 2.68¢ 1.32¢
mdg7dl | mdg7dt | mdg7dl mdgtay | mdgtay | mdgta
2007 201(C 201¢ 2007 201(C 201t
fgt_lusc 1.82( 1.82( 1.82(| fgt lusc 1.82( 1.82( 1.82(
fgt_lusd 1.89¢ 1.80¢ 1.782 | fgt lusd L 1.89: 1.78¢ 1.782
fgt_lusd ¢ 1.89¢ 1.80¢ 1.78%| fgt lusd ¢ 1.89: 1.78¢ 1.78:
fgt_lusd ¢ 1.89¢ 1.80¢4 1.78%| fgt lusd ¢ 1.89: 1.78¢ 1.78:
fgt_lusd wl 1.89¢ 2.49¢ 2.71Z | fgt_lusd w1 1.89: 2.57( 2.51(
fgt_lusd wz 1.89¢ 2.04: 1.02C | fgt lusd wz 1.89: 1.96¢ 1.02:¢
fgt_lusd n 1.89¢ 2.652 1.42¢| fgt lusd 1.89: 2.70] 1.38(
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Table (7.12): Poverty rate using US$2 per person peay poverty line — Optimistic Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201C 201¢
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.54:| 29.54%| 29.54:
fgt 2usd 29.65¢ 29.20% 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:
fgt_2usd ¢ 29.65¢ 29.20¢ 29.08¢| fgt 2usd ¢ 29.65¢| 29.08!| 29.08¢
fgt 2usd ¢ 29.65¢ 29.20¢ 29.08¢| fgt 2usd ¢ 29.65¢| 29.08!| 29.08¢
fgt 2usd_w! 29.65¢ 30.82¢ 35.37:| fgt 2usd wi | 29.65¢| 31.197| 34.96¢
fgt 2usd_wz 29.65¢ 27.36( 19.697 | fgt 2usd wz | 29.65¢| 26.357| 19.73¢
fgt 2usd n 29.65¢ 27.82% 2151 | fgt 2usd n 29.65¢| 27.11¢| 21.37¢
mdg2dt mdg2dt | mdg2dt mdgft | mdgft | mdgfk
2007 201(C 201t 2007 201(C 201t
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.547 | 29.54%| 29.54:
fgt_2usd_t 29.65¢ 29.08: 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:
fgt 2usd ¢ 29.65¢ 28.08: 29.08¢| fgt 2usd 29.65¢| 29.08:| 29.08¢
fgt_2usd ¢ 29.65¢ 29.08: 29.08¢| fgt 2usd ¢ 29.65¢| 29.08:| 29.08¢
fgt 2usd_w! 29.65¢ 31.18¢ 34.94¢ | fgt 2usd wi | 29.65¢| 31.247| 34.94(
fgt 2usd_wz 29.65¢ 26.38! 19.757| fgt 2usd wi | 29.65¢| 26.21¢| 19.68¢
fgt 2usd n 29.65¢ 27.13¢ 21.39¢| fgt 2usd 29.65¢| 26.97¢| 21.33:
mdg7bfti | mdg7bftl | mdg7bft mdgftr | mdgftr | mdgftr
2007 201(C 201t 2007 201(C 201t
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.547| 29.54%| 29.54:
fgt 2usd 29.65¢ 29.20( 29.087 | fgt 2usd L 29.65¢| 29.08:| 29.08:i
fgt_2usd ¢ 29.65¢ 29.20: 29.08¢| fgt 2usd ¢ 29.65¢| 29.08!| 29.08¢
fgt_2usd ¢ 29.65¢ 29.20: 29.08¢| fgt 2usd ¢ 29.65¢| 29.08!| 29.08¢
fgt 2usd_w! 29.65¢ 30.82¢ 35.36¢ | fgt 2usd wi | 29.65¢| 31.247| 34.94(
fgt 2usd_wz 29.65¢ 27.34. 19.68.| fgt 2usd wz | 29.65¢| 26.21¢| 19.68¢
fgt 2usd n 29.65¢ 27.80¢ 21517 | fgt 2usd n 29.65¢| 26.97¢| 21.33:
mdg7dt mdg7dt | mdg7dt mdgtay | mdgtay | mdgta
2007 201C¢ 201t 2007 201C¢ 201t
fgt_2usc 29.54: 29.54: 29.54: fgt_2usc 29.54%| 29.54%| 29.54:
fgt 2usd 29.65¢ 29.20: 29.087 | fgt 2usd L 29.65¢| 29.08¢| 29.08:
fgt_2usd ¢ 29.65¢ 29.20¢ 29.08¢| fgt 2usd ¢ 29.65¢| 29.09(| 29.08¢
fgt_2usd ¢ 29.65¢ 29.20¢ 29.08¢| fgt 2usd ¢ 29.65¢| 29.09(| 29.08¢
fgt 2usd_w! 29.65¢ 30.82: 35.36¢ | fgt 2usd wi | 29.65¢| 31.14(| 34.99(
fgt 2usd_wz 29.65¢ 27.34¢ 19.6€9 | fgt 2usd wz | 29.65¢| 26.58f| 19.74¢
fgt 2usd _n 29.65¢ 27.81% 21.50(| fgt 2usd 29.65¢| 27.32¢| 21.39.
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Table (7.13): Poverty rate using Moderate povertyihe — Optimistic Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201( 2015
fgt_moderate 40.81¢ 40.81¢ 40.81¢ | fgt _moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate_L 40.92; 40.26: 40.057 | fgt_moderate L | 40.927| 40.04¢| 40.05:
fgt_moderate_: 40.92 40.26¢ 40.05Z | fgt_ moderate ¢ | 40.927 | 40.047 | 40.05:
fgt_moderate ¢ 40.92 40.26¢ 40.052 | fgt_moderate ¢ | 40.927 | 40.047 | 40.05:
fgt_moderate_w 40.92 41.45( 44.257 | fgt_moderate w | 40.927 | 41.67(| 43.90:
fgt_moderate_w 40.92 37.32: 25.34% | fgt_moderate w | 40.927| 35.977| 25.41:
fgt_moderate_mr 40.92¢ 37.68¢ 27.48¢ | fgt_moderate_m | 40.92f | 36.67(| 27.34:
mdg2dt | mdg2dl | mdg2dt mdgft | mdgft | mdgft

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ | 40.81¢| 40.81¢| fgt moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate L 40.92 40.04¢ 40.057 | fgt_moderate L | 40.927 | 40.04¢| 40.05:
fgt_moderate_: 40.92 40.04" 40.052 | fgt_ moderate : | 40.927 | 40.047| 40.05:
fgt_moderate ¢ 40.92 40.04" 40.052 | fgt_moderate ¢ | 40.927 | 40.047 | 40.05:
fgt moderate w 40.92; 41.66¢ 43.89¢ | fgt moderate w | 40.927 | 41.71:| 43.88¢
fgt_moderate_w 40.92° 35.99( 25.45¢ | fgt_moderate w | 40.927| 35.77.| 25.4(0
fgt_moderate_mr 40.92¢ 36.67¢ 27.377 | fgt_ moderate i | 40.92%| 36.46%| 27.32(
mdg7bf | mdg7bf | mdg7bf mdgftr | mdgftr | mdgftr

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ 40.81¢ 40.81¢ | fgt _moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate_L 40.92: 40.249 40.057 | fgt_moderate L | 40.927| 40.04¢| 40.05:
fgt_moderate_: 40.92: 40.25( 40.05z | fgt_ moderate ¢« | 40.927| 40.047| 40.05:
fgt_moderate_¢ 40.92: 40.25( 40.05z | fgt_moderate ¢ | 40.927| 40.047| 40.05:
fgt_moderate_w 40.92: 41.44¢ 44.25¢ | fgt_moderate w | 40.927| 41.712 | 43.88¢
fgt_moderate_w 40.92: 37.26: 25.27(| fgt_ moderate w | 40.927| 35.77.| 25.40(
fgt_moderate_mr 40.92¢ 37.62¢ 27.40¢ | fgt_moderate | 40.92% | 36.46% | 27.32(
mdg7dt | mdg7dl | mdg7dt mdgtay | mdgtay | mdgta

2007 201( 201t 2007 201C 201t

fgt_moderate 40.81¢ | 40.81¢| 40.81¢| fgt moderate 40.81¢ | 40.81¢| 40.81¢
fgt_moderate L 40.92 40.25¢ 40.057 | fgt_moderate L | 40.927 | 40.05.| 40.05:
fgt_moderate_: 40.92 40.25¢ 40.052 | fgt moderate ¢ | 40.927 | 40.05:| 40.05:
fgt_moderate ¢ 40.92 40.25¢ 40.052 | fgt_moderate ¢ | 40.927 | 40.05z | 40.05:
fgt_moderate_w 40.92 41.44¢ 44.26( | fgt_moderate w | 40.927 | 41.647| 43.90¢
fgt_moderate_w 40.92 37.29¢ 25.26. | fgt_moderate w | 40.927 | 36.31:| 25.40¢
fgt_moderate_mr 40.92¢ 37.66!: 27.39¢ | fgt_moderate_m | 40.92f | 36.98¢| 27.33¢
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Table (7.14): Poverty rate using Extreme poverty fie — Optimistic Scenarios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201( 201t 2007 201( 201t
fgt_extreme 20.75¢ 20.75¢ 20.754| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_L 20.87: 20.39¢ 20.267 | fgt extreme L | 20.73 | 20.25¢| 20.26:
fgt_extreme ¢ 20.87: 20.39¢ 20.26% | fgt extreme ¢ | 20.87:| 20.257| 20.26¢

fgt_extreme_( 20.87: 20.39¢ 20.26: | fgt_extreme ¢ | 20.87:| 20.257| 20.26:

fgt_extreme_w! 20.87: 22.47¢ 29.20. | fgt_extreme _w: | 20.87¢| 22.91<| 28.86¢

fgt_extreme_w: 20.87: 19.28i 15.091 | fgt_extreme_w:z | 20.87¢| 18.46<| 15.10:

fgt_extreme _nr 20.87: 19.87: 16.68: | fgt_extreme nm | 20.872| 19.33(| 16.54¢

mdg2dt | mdg2dt | mdg2dt mdgft | mdgft | mdgft

2007 201( 201t 2007 201¢ 201¢

fgt_extreme 20.75¢ 20.75¢ 20.75¢| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme L 20.87: 20.25¢ 20.26: | fgt_extreme L | 20.87:| 20.25¢| 20.26:
fgt_extreme ¢ 20.87: 20.25; 20.26:| fgt extreme ¢« | 20.87:| 20.257| 20.26:

fgt_extreme_( 20.87: 20.25; 20.26: | fgt_extreme ¢ | 20.87:| 20.257| 20.26:

fgt_extreme w! 20.87: 22.90" 28.85¢ | fgt_extreme w? | 20.87i| 23.05¢| 28.81f

fgt_extreme_w: 20.87: 18.47¢ 15.117 | fgt_extreme_wz | 20.87¢| 18.427| 15.04¢

fgt_extreme_n 20.87: 19.33¢ 16.56( | fgt extreme nr | 20.872| 19.27¢| 16.49¢

mdg7bft | mdg7bft | mdg7bft mdgftr | mdgftr | mdgftr

2007 201C 201¢ 2007 2010 201¢

fgt_extreme 20.75¢ 20.75¢ 20.754| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_L 20.87: 20.38: 20.267 | fgt_extreme L | 20.87:| 20.25¢| 20.26:
fgt_extreme_¢ 20.87: 20.38¢ 20.26% | fgt_extreme_: 20.87:¢| 20.257| 20.26:

fgt_extreme ¢ 20.87: 20.38¢ 20.26% | fgt_extreme_c | 20.87:| 20.257| 20.26¢

fgt_extreme_w! 20.87: 22.47¢ 29.237 | fgt_extreme w? | 20.87¢| 23.05¢| 28.81f

fgt_extreme_w: 20.87: 19.26¢ 15.067 | fgt_extreme w: | 20.87¢| 18.42:| 15.04¢

fgt_extreme_n 20.87: 19.84¢ 16.64: | fgt_extreme nr | 20.872| 19.27¢| 16.49¢

mdg7cd | mdg7dl | mdg7dt mdgta> | mdgtay | mdgtay

2007 201( 201t 2007 201C 201¢

fgt_extreme 20.75¢ 20.75¢ 20.75¢| fgt_extreme 20.75¢| 20.75¢| 20.75¢
fgt_extreme_t 20.87: 20.38¢ 20.267| fgt_extreme L | 20.87:| 20.26f| 20.26:
fgt_extreme_¢ 20.87: 20.39( 20.26:| fgt extreme s | 20.87:| 20.26¢| 20.26:

fgt_extreme_( 20.87: 20.39( 20.26: | fgt_extreme_c¢ | 20.87:| 20.26¢ | 20.26:

fgt_extreme_w! 20.87: 22.47: 20.22¢ | fgt_extreme _w: | 20.87¢| 22.77¢| 28.88:

fgt_extreme_w: 20.87: 19.26: 15.06¢ | fgt_extreme _w: | 20.87¢| 18.65¢| 15.11:

fgt_extreme _nr 20.87: 19.84¢ 16.64: | fgt_extreme nm | 20.872] 19.51(] 16.55i
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Table (7.15): Gini Index of Income — Optimistic Scearios

simcur base base base mdgdb | mdgdb | mdgdb
tt 2007 201C 201¢ 2007 201C 201¢
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331] gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc_wl 0.331 0.34( 0.381 | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331 0.33¢ 0.38% | gini_ypc_wz 0.331 0.34: 0.38:
gini_ypc_m 0.331 0.341 0.387 | gini_ypc_m 0.331 0.34¢ 0.38¢
mdg2dl | mdg2dl | mdg2d! mdgft | mdgft | mdgft
2007 201( 201t 2007 201C 201t
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331| gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc_wl 0.331 0.34¢ 0.37¢ | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc _wz 0.331 0.34: 0.38z | gini_ypc_wz 0.331 0.34: 0.381
gini_ypc_m 0.331 0.34¢ 0.38% | gini_ypc_m 0.331 0.34¢ 0.38¢
mdg7bfti | mdg7bft | mdg7bft mdgftr | mdgftr | mdgftr
2007 201( 201t 2007 201C 201t
gini_ypc 0.331] 0.33] 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc_u 0.331] 0.331] 0.331| gini_ypc_u 0.331 0.331 0.331
gini_ypc_s 0.331] 0.331] 0.331| gini_ypc_¢ 0.331 0.331 0.331
gini_ypc_c 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc_wl 0.331] 0.34] 0.38Z | gini_ypc_ w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331 0.33¢ 0.38¢ | gini_ypc_wz 0.331 0.34: 0.381
gini_ypc_m 0.331] 0.34] 0.38i | gini_ypc m 0.331 0.34¢ 0.38¢
mdg7dl | mdg7dl | mdg7dt mdgtay | mdgtay | mdgtay
2007 201( 201t 2007 201C 201t
gini_ypc 0.331 0.331 0.331 gini_ypc 0.331 0.331 0.331
gini_ypc _u 0.331 0.331 0.331| gini_ypc u 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc ¢ 0.331 0.331 0.331
gini_ypc ¢ 0.331 0.331 0.331| gini_ypc_c 0.331 0.331 0.331
gini_ypc w1l 0.331 0.34( 0.381 | gini_ypc_w1 0.331 0.34¢ 0.37¢
gini_ypc_wz 0.331 0.33¢ 0.38¢ | gini_ypc_wz 0.331 0.34: 0.38:
gini_ypc_m 0.331 0.341 0.387 | gini_ypc_m 0.331 0.34¢ 0.38¢
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Table (7.16): Gini Index of Labor Income — Optimistc Scenarios

Simcur base base base simcur mdgdb  mdgdb mdgdh
Tt 2007 2010 2015 tt 2007 2010 2015
gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.419 0.417 gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.419 0.417 gini_ylab_s 0.417 0.418 0.417
gini_ylab_o 0.417 0.419 0.417 gini_ylab_o 0.417 0.418 0.417
gini_ylab_w1 0.417 0.432 0.487 gini_ylab_w1l 0.417 0.432 0.480
gini_ylab_w?2 0.417 0.432 0.489 gini_ylab_w?2 0.417 0.432 0.482
gini_ylab_m 0.417 0.435 0.488 gini_ylab_m 0.417 0.435 0.482
Simcur mdg2db mdg2db mdg2db simcur mdgfb mdgfb mdgftr
Tt 2007 2010 2015 tt 2007 2010 2015
gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.418 0.417 gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.418 0.417 gini_ylab_s 0.417 0.418 0.417
gini_ylab_o 0.417 0.418 0.417 gini_ylab_o 0.417 0.418 0.417
gini_ylab_w1 0.417 0.432 0.482 gini_ylab_wl 0.417 0.432 0.479
gini_ylab_w2 0.417 0.432 0.483 gini_ylab_w?2 0.417 0.432 0.480
gini_ylab_m 0.417 0.435 0.483 gini_ylab_m 0.417 0.435 0.480
Simcur mdg7bftr | mdg7bftr | mdg7bftr simcur mdgtax | mdgtax base
Tt 2007 2010 2015 tt 2007 2010 2015
gini_ylab 0.417 0.417 0.417 gini_ylab 0.417 0.417 0.417
gini_ylab_u 0.417 0.419 0.417 gini_ylab_u 0.417 0.418 0.417
gini_ylab_s 0.417 0.419 0.418 gini_ylab_s 0.417 0.418 0.417
gini_ylab_o 0.417 0.419 0.417 gini_ylab_o 0.417 0.418 0.417
gini_ylab_w1 0.417 0.432 0.487 gini_ylab_wl 0.417 0.432 0.487
gini_ylab_w?2 0.417 0.432 0.489 gini_ylab_w?2 0.417 0.432 0.489
gini_ylab_m 0.417 0.435 0.489 gini_ylab_m 0.417 0.435 0.488
Simcur mdg7db mdg7db

Tt 2007 2015

gini_ylab 0.417 0.417

gini_ylab_u 0.417 0.417

gini_ylab_s 0.417 0.417

gini_ylab_o 0.417 0.417

gini_ylab_wl 0.417 0.485

gini_ylab_ w2 0.417 0.487

gini_ylab _m 0.417 0.486
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Elasticities of MDG indicators to Socioeconomic Fdors

Gov Sp(zz\c;.ing Capital . . Access
: . Factor of Per-Capita Primary Access to
Spending on water Education d to o Wage
X Other Household Completion Sanitation -
on Health and Quality . Clean . Premium
- o Infra- Consumption Rate Services
Services Sanitation Water
- Structure
Services

Poverty )
Rate (mdgl) 1.000
Child Mortality ) ) ) N not )
Rate (mdg4) 0.485 0.048 0.048 0.09 0.097
Maternity Mortality -0.864 -0.086 -0.086 -0.08¢ -0.086
Rate (mdg5)
Access to Clean Water 0.287 0.029 0.057
(mdg7a)
Access to Sanitation
Service (mdg7h) 0.644 0.129 0.064
Entry Rate to Primary 0.200 0.022 0.022 -0.022 0.022
Education
Average Pass Rate of 0.867 0.087 0.087 -0.087 0.087
Primary Education
Average Pass Rate of 0.171 0.017 0.017 0.017 0.017
Secondary Education
Average Pass Rate of 0.137 0.014 0.014 -0.014 0.014
Tertiary Education
Rate of Continuing
Graduate - Secondary 0.203 0.020 0.020 -0.020 0.020
Education
Rate of Continuing
Graduate - Tertiary 1.231 0.123 0.123 -0.123 0.123

Education




