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Foreword

Policy makers in the Arab region are confronted
with a significant knowledge deficit on inequality
issues, which is paradoxical, given that since
social and economic equality concerns have
received considerable attention in constitutions
and development policies of Arab countries.

Realising importance of addressing this
knowledge gap, the Economic and Social
Commission for Western Asia (ESCWA) and the
Economic Research Forum (ERF) partnered to
“rethink” the stylised “facts” of inequality in Arab
countries, with the aim of presenting a holistic
narrative of its main determinants and
consequent policy considerations.

Using a multidimensional approach that focuses
chiefly on the non-income dimensions of health,
education and living conditions, the report
shows that the Arab region has achieved
significant human capital gains, accompanied,
generally, with decreasing outcome inequalities.
However, unfortunately, these gains were

not closely matched with a decline in inequality
of opportunity. Furthermore, the human-capital
pool remains a largely untapped economic
resource, resulting in stagnating per-capita
incomes and rising income inequality.

The report argues further that these
socioeconomic inequalities ensue from
structural and institutional deficits. Arab
economies tend to be disproportionately
concentrated in low-value-added unproductive
sectors. This is manifested in labour market
informalisation, low productivity and poor
growth outcomes. Moreover, the rentier nature
of Arab economies has also resulted in
socioeconomic arrangements that

systematically favour the interests of those with
more influence.

Furthermore, the report underlines the
escalating fragility of rent-based growth and
development models, in view, particularly, of
the evolving global patterns in oil markets;
patterns that should impel adopting a new
enabling political-economy framework for
reducing poverty and inequality.

In effect, Arab countries need to go beyond
temporary fixes to address the root causes of
endemic development challenges. This, in turn,
depends, crucially, on achieving two strategic
objectives; namely, capitalising on the youth
bulge through structural transformation and
reforming institutions, which in itself is also a
prerequisite for structural transformation.
Additionally, good governance would make for
prudent policy design that effectively targets the
disadvantaged and reduces poverty and
inequality, while simultaneously ensuring a
competitive thriving economy capable of
absorbing the young and capitalising on the
abundant human capital; all of which would
foster political stability and enhance human
development and economic growth.

It is our hope that this report would stimulate
public policy discussions of inequality issues in
the Arab region and lead to concrete measures
that rise to the mounting challenges.

e —ho

Rola Dashti Ibrahim Elbadawi
Executive Secretary Managing Director
ESCWA ERF
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1. Setting the Stage

A. Introduction

In global comparison, inequality is
relatively low in the Arab region. This
stylised fact, conventional wisdom purports,
is an unsurprising result of development
policies during the 1960s through to the early
1990s when social contracts directly addressed
the various equity concerns of the development
process, through the mechanisms of social
transfers, public employment and large
investments in infrastructure (Page, 2007;

Ali, 2009; World Bank, 2016). Indeed, since the
1960s, the Arab region has seen consistent
improvements in its human development
levels. From 1960 to 2017, illiteracy rates
decreased by half, average years of schooling
increased from 1.3 to nearly 7, child mortality
significantly declined, other health outcomes
improved, and per capita income increased.
Better education, increased life expectancy
and higher income have led to improved
capabilities and greater socioeconomic
mobility. Unsurprisingly, the HDR placed five
Arab countries among the top ten global
achievers in human development progress
over the period 1970-2010 (UNDP, 2010).
Consistent with this rosy narrative, extreme
income and multidimensional poverty are
generally low in Arab countries, particularly
those in the high and middle-income groups
(UNDP and OPHI, 2018; and Abu-Ismail, 2019).

Yet, inequality is perceived as a major
factor in the uprisings of 2011 (Verme and
others, 2014). The World Bank calls this

the ‘Arab inequality puzzle’ (Devarajan and
lanchovichina, 2017; and World Bank,
2015a, 2016). As argued in this report
and elsewhere, there need not be an
inequality puzzle if the growth story

from national accounts is combined with
household statistics. Many of the countries
with a reported moderate level of Gini, such as
Egypt, Jordan, the Syrian Arab Republic before
2010 and Morocco, record large and rising
discrepancies in average expenditure between
household expenditure surveys and household
final consumption expenditures from national
accounts, especially since the inception of
economic liberalisation programmes in the
1990s. This suggests that inequality may be
much higher and rising if we factor in the
expenditure of the richest decile, who are
typically excluded from these surveys due to
significantly smaller response rates. In fact,
Alvaredo and Piketty (2014) and Alvaredo and
others (2017) suggest that when the share of
top one per cent of income receivers is taken
into account, income inequality in the region
turns out to be the highest world-wide, i.e., the
inequality paradox is resolved once we factor in
the (uncaptured) income and wealth accrued to
the top one per cent of the population. The real
inequality paradox, however, is how little we
actually know about the state of inequality in
Arab countries, whether in income, wealth,
health or education, even though equity
concerns receive considerable attention in

the constitutions of these countries, as well

as in their development policies over the last
half century.

Rethinking Inequality in Arab Countries Setting the Stage



This report aims to examine inequality in
depth, and, as the title suggests, “rethink”
the inequality narrative in relation to the
Arab Countries. In this regard, it is important
to address three questions, as we do in the
following sections of this chapter. Section B
addresses the first question: what do we mean
by inequality and why does it matter? Secondly,
as will be discussed in Section C being
multifaceted, inequality lends itself to a variety
of theoretical approaches and measurement
frameworks; hence, the importance of clarity
about what form of inequality we are interested
in examining and from which theoretical
standpoint. In other words: what is our adopted
conceptual framework for analysing inequality?
Section D addresses the third question:
inequality among whom? Having provided
answers to these three questions, issues related
to dealing with conflict-afflicted countries and
data and measurement methodologies are
addressed in sections E and F. Finally, the last
section summarises these discussions and
provides the report’s road map.

The first question is deceptively simple.
Equality and equity are often used
interchangeably; they, however, differ in
important ways. Equality is typically defined
as treating everyone the same and giving
everyone access to the same opportunities,
while equity refers to proportional
representation (by race, class, gender, etc.) in
those same opportunities. To achieve equity,
policies and procedures may result in an
unequal distribution of resources. According to
Konow et. al. (2016) “In the social science
literature on justice, the term ‘equity’ commonly
refers to rewarding individuals in proportion to
some measure of their contributions. On the
other hand, people often profess a desire for
equality, a common interpretation of which is

strict egalitarianism, i.e., equal allocations
irrespective of contributions”.

These normative considerations
notwithstanding, when a handful of
billionaires own as much wealth as the
bottom half of the world population, it is
easy to infer that inequality is a major
global problem (OXFAM, 2019). This has
prompted economists and social scientists to
express growing concern over rising economic
inequality, as evidenced, for example, by the
considerable academic and popular interest in
contributions to the topic by Piketty (2014) and
Stiglitz (2012). Clearly, opposition to current
levels of inequality does not by itself allow
ascertaining whether the favoured target is
equality or merely less inequality (perhaps still
in keeping with equity). It does, however,
underscore the great importance of distributive
preferences and the value of clarifying the rules
governing those preferences.

Normative positions on what constitutes
economic and social justice play an
important role in shaping social policy
outcomes and may explain, at least in part,
why some societies have very different
tolerance levels for higher inequality. Nordic
countries, for example, are well known to have
low inequality because prevailing social values
generally disapprove of high social and
economic disparities. In other countries, notably
the United States, higher levels of inequality are
perceived as a justifiable reward for individual
effort and success. Moreover, while the question
“why does inequality matter?” may seem
groundless from an egalitarian perspective, it is
still valid, even if, as evidence suggests, the
poorest of the poor are better off today in
absolute terms than their parents and
grandparents were several decades ago.



To this fundamental question, the answer
we offer throughout this report is yes,
inequality matters a great deal, and, as
will be discussed later, not just for
normative reasons but also for pragmatic
development policy reasons. In economics,
for example, one of Kalecki’'s main insights is
that due to different patterns of savings and
expenditure between capitalists and workers,
redistribution will necessarily have an impact on
economic growth (Kalecki, 1955, 1971a, and
1971b). Lance Taylor later developed this insight
in structuralist macroeconomic models in which
the impact of redistribution on growth depends
on whether the economy is wage led or profit
led (Taylor, 1983, 1988, and 1991). As argued in
Section C of this chapter, this debate is
enormously important for Arab countries where,
as in the case of most developing countries,
evidence suggests a wage-led pattern of
economic growth. Hence, even if we set aside
equity considerations (and there is no reason
why we should), redistribution of income to
workers in the lowest quintiles will result in both
higher growth per capita and faster poverty
reduction. Complementing this argument,
empirical work from the IMF (Berg and Ostry,
2017) points that a low level of inequality may
be essential for effecting long and stable growth
spells. Moreover, high levels of inequality,
especially when combined with governance
deficits, are also known to be associated with
political instability and conflict.

Nonetheless, the more powerful argument
for why we should be concerned with
inequality is perhaps that social and
economic deprivation outcomes, however
varied, do not emerge in a vacuum; rather,
as argued in chapter 5 of this report, they
are the result of structural and institutional
factors that perpetuate them. The World
Development Report (WDR) 2006 expresses this

as follows: one set of reasons “why equity and
long-term prosperity can be complementary
arises from the fact that high levels of economic
and political inequality tend to lead to economic
institutions and social arrangements that
systematically favour the interests of those with
more influence" (World Bank, 2005b). The World
Bank suggest these “inequality traps” can
generate significant economic costs for society
as a whole, especially in the form of less
opportunities for innovation and investment:
“‘unequal economic opportunities lead to unequal
outcomes and reinforce unequal political power.
Unequal power shapes institutions and policies
that tend to foster the persistence of the initial
conditions”, which themselves shape unequal
economic opportunities and so forth (World
Bank, 2005b). This framework, in which pre-
existing high levels of social and economic
inequalities interact with pro-rich institutional
biases to produce and perpetuate existing
inequalities, offers the strongest rationale

for why we should be concerned over

income inequality.

Yet, the economic inequality perspective,
though essential, provides only a partial
unidimensional view of inequality
(Kanbur, 2000; Cornia and Kiiski, 2001;
World Bank, 2005b). Recently, use of a
multidimensional inequality perspective,
based on the capability approach of the
philosopher and welfare economist Nobel
Laureate, Amartya Sen (Sen, 1980, 1984,
1985a, 1987, 1992, 1999, and 2009), has been
gathering momentum. In this approach,
inequality is extended to cover disparities in
ability (or capability) to enjoy the basic rights
and freedoms of life. Heavily influenced by this
school of thought, in response to the second
question, our analysis is mainly focused on
inequality in the non-income dimensions of
health, education and living conditions.



This perspective is important for two
reasons. First, country experiences repeatedly
inform us that progress in social indicators at
the aggregate level is influenced not only by the
quantity of public expenditure but also by its
distribution. Hence, the case for achieving the
Sustainable Development Goals (SDGs) is one
and the same as that for reducing social
inequality. Secondly, while achievements and
deprivations in health and education in the Arab
Countries have been closely monitored at the
national and regional levels, particularly since
the adoption of the MDGs, there is a large gap
in our understanding of inequalities in both.

Whether a money metric or a multidimensional
perspective is adopted, the main research
challenge is to decide on which of the two forms
of inequality to focus: inequality of outcome or
inequality of opportunity, and why. Recently,
most academic inequality analyses of the region
have focused on inequality of opportunity. This
attention is well justified, for inequality of
outcome (such as in distribution of income,
wealth, infant mortality, etc.) does not account
for individual responsibility for outcomes.
Indeed, there has recently been a growing
consensus that societies seeking social and
economic justice or equity in living standards
should promote equality of opportunity by
compensating inequalities arising from
‘circumstances’ beyond the control of the
individual, while simultaneously letting
individuals bear the consequences of actions or
“efforts” for which they can be held responsible
(Roemer, 1993, 1998; and Roemer and others,
2003). Moreover, both kinds of inequality, i.e.,
of opportunity and of outcome, are correlated,
since the living standards where an individual
was born may affect their future outcomes

(El Enbaby and Galal, 2015; Assaad and others,
2017). However, as noted by Atkinson (2015),
the best way to reduce inequality of opportunity

is to address inequality of outcome. Hence, as
argued later in this report, this report takes a
balanced approach with equal attention to
both lines of analysis.

Inequality among whom? As explained by Igbal
(2012), “deepening inter-group inequality” may
encourage revolts and uprisings. Hence,
inequality among selected demographic groups
may partly explain the Arab Inequality Puzzle
(Ramadan, Hlasny and Intini, 2018). Additionally,
there are well-established stylised facts on
gender disparities in the Arab region that have
been highlighted since the publication of the
Arab Human Development Reports (UNDP, 2002,
and 2005a). Hence, we award special attention to
gender inequalities, with chapter 4 fully devoted
to this issue. Moreover, as discussed later in this
chapter, the recent Arab multidimensional
poverty report (E/ESCWAJEDID/2017/2) enables
us to undertake fruitful analyses by offering
harmonised data on health, education and

living conditions for twelve Arab countries,
covering at least two points in time, one in the
early 2000s and the other after 2010; hence the
unique opportunity to examine trends in
outcome and opportunity inequalities

over time, between rich and poor wealth
quintiles, men and women, rural and

urban areas, and between households with
highly educated and households with
uneducated heads.

B. Why does inequality matter?

Article 1 of the Universal Declaration of
Human Rights states: “All human beings
are born free and equal in dignity and
rights. They are endowed with reason and
conscience and should act towards one
another in a spirit of brotherhood”. For all
those who agree with this declaration, the equal
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nature of all human beings is not a matter for
debate. From this perspective, Sen (1980)
believes that all moral philosophies are
equalitarian, even those who are not perceived
as such. According to Sen, the philosophical
debate is not on the desirability of equality but on
the dimension along which one requires or seeks
equality. In such a context, the real question is
"equality of what". This section briefly describes
this philosophical debate and positions our
epistemological approach within it.

In the century before the publication of John
Rawls’ Theory of Justice in 1971, most Anglo-
Saxon political philosophy literature adopted a
utilitarian approach, based on the utilitarian
political philosophy developed during the
eighteenth and nineteenth centuries around the
work of Jeremy Bentham and John Stuart Mill.
The idea underlying this moral approach is that
the policy maker should choose the social
allocation that generates the highest sum or
average' of individual utilities (satisfaction).

If one adopts this philosophical approach, each
individual is equal along the dimension of their
marginal utility, which is the utility generated by
the last unit of resource received. Harsanyi (1955)
gives some modern theoretical foundations to
this approach by showing that a risk-averse
agent behind the veil of ignorance will always
choose the same social allocation as that which a
utilitarian social planner would choose.

Following Harsanyi (1955), Rawls (1971) adopts
a veil of ignorance approach to his political
philosophy. In his argument, he tries to find the
principles of justice upon which the delegates of
various comprehensive doctrines would agree if
they were bargaining over the social contract
behind the veil of ignorance. Rawls argues that
social judgments must be made on the
distribution of primary goods and not on the
distribution of utilities. From his point of view,

the transformation of these primary goods into
utility or satisfaction is not a social justice issue
but a personal responsibility issue. Thus, his
principle of justice is based on social primary
goods. More specifically, when comparing
different social outcomes, this principle of
justice requires that the following conditions are
met in a lexical order:

1. Basic liberties: "Each person is to have an
equal right to the most extensive scheme of
equal basic liberties compatible with a
similar scheme of liberties for others".

2. Fair equality of opportunity: Offices and
social positions must be open to everyone.

3. Difference principle: Social and economic
inequalities are to be arranged so that they
are of the greatest benefit to the least-
advantaged members of society.

Sen (1980) agrees with Rawls that social justice
should not be concerned with the distribution
of utilities and that satisfaction is within the
realm of individual responsibility. For both Sen
and Rawils, the policy maker should not be
concerned with the differences among
individuals in their ability to be satisfied.
However, Sen believes that Rawls went too

far in the elimination of individual differences.
He structures his reasoning along the
following lines.

¢ Individuals use resources, say primary
goods, to achieve social functionings
and get satisfaction from these social
functionings;

e Because of differences in ethnicity, religion,
gender, health or education, individuals
may differ in their capacity to transform
resources into social functionings;

e These differences matter, which is why
distributive justice needs to be assessed in
the space of capabilities;



e These capabilities are defined as the sets
of social functionings available to
each individual.

This report adopts a human development
approach largely compatible with the
capability approach of Sen. Thus, by
extending the analysis beyond the dimension of
income and by examining the distribution of
education and health indicators, this report
takes a human development perspective close
to Sen's view. Furthermore, when considering
inequality of opportunity along these
dimensions, our analysis still lies within the
capability approach of Sen, as we are concerned
with the impact of initial conditions on the
capability sets available to individuals. Lefranc,
Pistolesi and Trannoy (2009) argue that the
philosophical standpoint of the standard
inequality of opportunity approach is that once
perfect equality of opportunity is obtained, the
analyst has no aversion to the magnitude of
reward for effort, i.e., to the residual inequality
of outcome. They further argue that one may
also be concerned with the inequality of
outcome, in addition to inequality of
opportunity, which is the ethical position that
we adopt in this report, for we consider
inequality of opportunity in health and
education as an important (but not the sole)
component of total inequality.

To understand the standpoint of inequality of
opportunity analysts, it is worth noting that
equality in opportunity theories have been
developed as an answer to Nozick’s (1974)
contribution to theories of justice. By laying
down the philosophical foundations of
libertarianism, Nozick (1974) presents the most
prominent critique of Rawls. Disagreeing that
the final distribution of resources is a matter of
social justice, he takes a procedural approach in
which each person is treated equally by the

procedure generating the final distribution of
economic advantages. For Nozick, a social
allocation is just if:

e The original appropriation of nature is fair;
e Transfers among individuals are free;
e There is compensation for past injustice.

The second condition implies that no one has
the right to confiscate any resource from an
individual without consent. In such a context,
public taxation has no moral grounds, and the
policy recommendation is to have as small a
government as possible.

Since Nozick’s condition of non-expropriation by
a taxation authority is morally very close to the
Marxist view of exploitation and expropriation,
the main repositioning with respect to Nozick’s
procedural approach came from the analytical
Marxism school of thought. Cohen (1989)
proposes a Marxian moral philosophy theory
in which equality is sought in the space of
opportunities of access to social advantages.

If these opportunities are equally distributed,
there is no moral justification for expropriating
the product of individual labour or effort. The
final distribution of resources is, thus, not a
matter of social justice. Building on Cohen and
other analytical Marxists, Roemer (1993)
formalises positioning the political philosophy
of equality of opportunity within the social
choice theory in economics. Like Sen’s,
Roemer’s work offers a bridge between the
political philosophy literature and the
inequality measurement literature in
economics. By looking at inequality in health
and education opportunity, this report is also
epistemologically close to Roemer’s work.
However, since we look at total inequalities
along these dimensions, we also differ slightly
from Roemer. The epistemological position
underlying our analysis is that opportunities



are not the only space for assessing inequalities.
In the view of this report, inequalities of
opportunity contribute to total inequality in
capabilities. There are two reasons for focusing
on this particular contribution to total inequality.
First, differences that cannot be changed by the
effort and decisions of the individual are
deemed unacceptable by most. In this context,
assessing the extent of inequalities of
opportunity can be a good door opener to
policymakers who are less concerned with
inequality. Secondly, even if the policymaker
seeks equality of capabilities, they may still be
willing to tolerate some inequality in capability
(cost) in order to increase the total capabilities
available to the population (benefit). In this
cost/benefit context, it is important to highlight
that the inequality of opportunity component
cannot produce any economic benefit, since

it is not linked with individual behaviour in the
economic system; only that portion of total
disparities that is not connected with initial
conditions can be used as an economic
incentive to produce more.

C. An integrated multidimensional
approach

1. Income inequality debates

As mentioned earlier, most economists
would agree that there is a causal
relationship between inequality and
growth, even though the nature of this
relationship may not be perfectly
understood and views on the direction of
causality may differ depending on the
theoretical framework. Neoclassical
literature argues that incomes are generated by
one’s marginal productivity. People earn what
they create for society, and, in theory, demand
equals supply, and factors, including labour,

have a remuneration equal to their marginal
productivity. How does that explain the large
pay differences between Chief Executive
Officers (CEOs) of companies and workers?
Jensen and Murphy (1990) show that
managerial pays are not correlated with

firm performance and productivity. Biesebroeck
(2011) ran a study on Sub-Saharan countries,
concluding that differences between wage and
productivity are wider in low-income countries.
There are also large differences between wages
of women and wages of men, although there

is hardly any difference in their productivity
levels (see also, Hellerstein, Neumark, and
Troske, 1999).

Stiglitz (2015) argues that the idea of merit,
which is strongly linked to that of marginal
productivity reflecting one’s effort, does not
explain the magnitude of inequality. He
maintains that inequality is driven by other
factors that may account for a larger share of it.
Underlining the importance of institutions and
public policies dealing with public goods,
governance, discrimination, financial systems,
labour laws, fiscal measures, and transfers, he
points out that appropriate policies allow a
complementarity between declining inequality
and macroeconomic performance.

But if income inequality is not primarily
determined by productivity, then what does
cause it? Do countries become unequal as they
grow richer? Who are the winners and losers of
economic development? The starting point for
answering these questions is to acknowledge
that inequality is not just a result of development
but can also affect the course of development.
Not all economists would agree to this
statement, however. Despite the large body of
theoretical and empirical work, there is little
consensus regarding governing relationships.
The Kuznets’ curve hypothesis is the first



documented attempt at analysing the
relationship between inequality and economic
growth. Kuznets (1955) suggested that modern
economic development is initially accompanied
by worsening income inequality, but that
inequality may be expected to improve after
clearing a particular threshold. The relationship
between inequality (on the vertical axis) and
average income (on the horizontal axis) will thus
trace out an inverted U curve. Kuznets based his
conjecture on the Lewis model, in which the
economy is dominated in the early stages of
development by a traditional rural sector where
income inequality is relatively low. Growth then
occurs by a shifting of surplus labour from the
traditional sector to a new urban industrial
sector, which usually has higher real wages.
Since the shift does not lead to an increase in
rural wages, income inequality grows.
Eventually, however, surplus labour in
agriculture disappears, rural wages start to
increase and higher education and training leads
to an expansion in the supply of qualified labour.
As a result, the wage gap between and within
sectors narrows and inequality decreases.

Up until the 1980s, this inequality growth
narrative was generally accepted. Robinson
(1976) described it as ‘an economic law’, while
Chenery and others (1974) and Ahluwalia (1976)
confirmed it as ‘a stylised fact’. However, by the
1990s, as new data on inequality appeared,
problems with the Kuznets conjecture began to
surface. First, the left tail of the curve appeared
to be less robust and there was enormous
variance in the inequality experienced during
earlier stages of development. Secondly,
available country time-series data showed that
Asian countries, which were located closer to
the bottom of the income per capita ranking in
the 1960s, tended to have lower inequality. The
Kuznets curve observed during the development
of the currently rich countries of the world

appears not to be inevitable for those countries
trying to catch up. Thirdly, although income
inequality in the US and Europe did decline
during the 1950s and the 1960s, income
distribution seems to have been getting worse
since the 1970s.

However, there were also theoretical problems
with the Lewis model that assumes growth
influences inequality. With the development of
endogenous growth models, fiscal policy and
political instability channels provided a
theoretical basis for feedback running from
inequality to growth. Alesina and Rodrik (1994)
showed that in an unequal economy with
redistributive conflicts, public dissatisfaction will
push for implementing redistribution policies
with high taxes on capital income. This, in turn,
will retard capital accumulation and reduce
economic growth. A similar argument is
proposed by Alesina and Perotti (1996) showing
that in a poor unequal society with very scarce
resources, only the upper class is capable of
undertaking investment. This leads to higher
growth rates, provided that the middle class is
not economically too distant from the upper
class in order to reduce the incentives of median
voter to vote for progressive taxes.

The reverse causality is substantiated in neo-
Marxist models (such as Marglin, 1984)
describing income distribution as a process
determined by the bargaining power of
capitalist firms vis-a-vis workers, which, in turn,
depends on political, institutional and economic
factors. In this regard, Taylor (1988; 1990)
criticises the Lewis model for its fundamental
assumption that capitalist expansion creates its
own demand and that there is a ready market
for capitalist goods (i.e., supply-driven growth),
which, he maintains, gives no role for effective
demand. As is well known, if growth is profit led
(driven by savings), then it would pay to



reallocate income to the capitalist class, which
has a higher propensity to save. In contrast,
there is plenty of evidence to suggest that
developing countries are wage led and that
progressive income redistribution can help
accelerate the development process through
stimulating aggregate demand. Formally, using
a structuralist demand-driven model, Taylor
(1983) shows that progressive income
redistribution towards wage earners may raise
growth, if the wage-goods sector is large and its
output responds to demand injections.

These debates are not just academic,
rather, they also influence people’s lives.
Assumptions of the neoclassical growth model,
if one believes them, would lead us to accept
that economic liberalisation, in terms of
downsizing government expenditures and
narrowing budget deficits, would lead to
efficiency gains and poverty reduction, even
though they are well known to have initial anti-
poor distributional outcomes. In contrast,
progressive economists argue that an active
policy of income distribution towards the poor
will stimulate aggregate demand and increase
investment through accelerator effects. This is
arguably the case in Arab Countries,
where a redistribution of income to the
poor and middle classes is likely to result
in both higher growth per capita and more
rapid poverty and inequality reduction
(E/ESCWA/EDGD/2014/2).

2. A multidimensional approach

Income alone is sufficient neither for
driving social inequality downwards nor
for reducing inequalities in political
participation. Indeed, both require a
multidimensional approach. For example,

in the absence of effective social policies, the
decrease in inequality is often much slower than
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income growth (UNDP, 2013). Ali (2009) argues
that a more effective course entails giving more
attention to expenditure on human capital,
especially on education, which is viewed as tool
for social and economic grading by allowing
individuals to improve their social status, as
well as for effecting convergence of income
classes. As such, education is a key channel
through which the inequality-reducing effect of
income growth materialises (Galor and Zeira,
1993). Hence, this report devotes significant
attention to inequality in human capabilities.

The multidimensional approach has gained
much attention since Amartya Sen first
introduced the concept of capability in his
Tanner Lectures on Equality (1980),

offering a new perspective on poverty that
is markedly different from the mainstream
focus on income as the sole reason for
poverty. Sen’s capability approach has two main
constituents, capability and functionings. The
latter are states of being and doing that should
be distinguished from the commodities being
used to achieve them, while capability focuses on
what people are ‘able to do’ and are ‘able to be’,
which are referred to as their capabilities
(Robeyns, 2003). Thus, “A functioning is an
achievement, whereas a capability is ability to
achieve. Functionings are, in a sense, more
directly related to living conditions, since they are
different aspects of living conditions. Capabilities,
in contrast, are notions of freedom” (Sen, 1987).

The capability approach of Sen is based on
researching what happens in a poor household,
with his new perspective emphasising that
unequal distribution of resources is the main
cause of destruction of the capability and
functionings of household members. From this
perspective, commands over commodities
determine the rights and entitlements of each
person in the household (Bastos and others,
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2009). Sen further clarifies that social and cultural
settings, such as the gender structure, determine
possession of resources within the household, as
well as capabilities and their conversion into
functionings of each household member.
Moreover, inequality in distribution of resources
affects both capabilities and functionings of each
person. Thus, Sen’s approach focuses on real
freedom, i.e., on what people are able to do,
rather than on what people should do, to alleviate
their impoverished situation (Robeyns, 2003).

Building on this multidimensional
inequality approach, which is focused on
enhancing human capabilities, this report
argues that to translate economic growth
into inclusive development, progress has
to be made in decent employment, poverty
reduction, increased social spending and
improved governance. Figure 1.1 presents a
simplified illustrative example of how such an
inclusive development process would work.
Naturally, the illustrative links may differ among
countries and across time, depending on
existing peculiarities. Nonetheless, based on our
previous researches on inclusive growth and
development in the Arab region, the figure
provides a general relevant paradigm. The
circular flow would begin with human capital as
an instigator of the process, consistent with our
human-development-centred approach. In turn,
human capital is enhanced through the
provision of better healthcare, as well as high-
quality education and on-the job training to
equip youth particularly with the skills
demanded in labour market and facilitate
school-to-work transition. Economic policies
governed by high quality institutions would lead
to human capital gains being translated into
decent productive employment, which in turn
supports inclusive economic growth and leads
to poverty reduction and expansion of the
middle class. Good governance and law

Figure 1.1 Anillustrative diagram of an integrated
approach to reducing inequality

Enhanced human capital
|better health care, high-quality
education, lower mutidimensional
poverty and inequality of opportunities)

Increase in tax base fiscal
capacity for sacial expenditures
{high share of social expenditures
with fiscal and debt sustainability)

Decent and productive employment
(low nformality and high value added
employment and social protection)

Sustainable economic growth
[value added exports, innovation
and structural transformation|

Socioeconomic inclusion and poverty reductions
[money metric poverty and outcome inequality
reduction and expansion of the middle class)

enforcement would allow governments to reap
the benefits of growth, widen their tax base

and increase the fiscal capacity for social
expenditure. In their turn, prudent targeting and
management of social programmes would
further reduce poverty and inequality,
strengthen social cohesion and mitigate political
instability risks; all of which would then
feedback into enhanced human development
and economic growth. Peace and stability are
both prerequisites and outcomes of this
process, while instability and conflict would
disrupt it altogether, leading, as argued in
chapter 4 of this report, to deterioration of
socioeconomic conditions and reinforcement of
inequalities, including gender inequalities. Yet,
combined breaks in this chain, such as poor
economic performance, paucity of decent jobs,
deep inequalities and governance deficits, may
themselves sow the seeds of political instability.
Put differently, a shortfall in a single component
of this process may not necessarily result in
political instability, while concurrent occurrence



and endurance of shortfalls are plausible
determinants of such instability.

This multidimensional approach is also
crucial for analysing structural
inequalities. Kanbur (2013) argues that initial
structural inequalities matter in determining the
equity of the growth path. Lessons from China
and India show that pre-existing inequalities

in access to market, natural location,
infrastructure, education, and discrimination
have led to unequal fruits of growth. Education
constitutes an important determinant of wages
and accounts for a large part of income
inequality in developing countries (UNDP, 2013),
with skilled jobs and higher wages being
associated with higher educational attainment.
Yet, developing economies are still struggling
to raise enrolment rates in secondary and
tertiary education, though they have done

well in improving primary enrolment rates.
Lessons from Egypt (Hassine, 2012) also shed
light on the fact that pre-existing inequality,
understood as inequality of opportunity,
exogenous and outside of the control of the
individual, is a significant determinant of
inequality of outcome.

In chapter 5, we bring to life this analytical
conceptual framework by asking whether there
are impaired links at one or more of these
causal chains, leading to disjunction between
development policies and inequality results in
the Arab region. If trends in income and non-
income inequalities tend to be rigid despite
growth, then that implies they are influenced by
more structural issues; i.e., impaired links
caused by factors such as lack of economic
structural transformation, high levels of
informality, poor labour market outcomes, and
weak fiscal outlooks may be responsible. As
argued in chapter 5, these various dimensions
are all interconnected and are ultimately
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contingent upon the political economy
framework within which they operate. Quality
of institutions and natural resource dependence
also contribute to the growth-inequality

nexus. Income inequality can have a negative
impact on security of property rights, and,
therefore, reduce growth (Keefer and Knack,
2000). Natural resources dependence, on the
other hand, induces lower economic

growth and higher inequality (Sachs and
Werner, 1995; Gylfason and Zoega, 2003).

In particular, rent seeking activities and low
control of corruption lead to resource diversion
away from productive activities crucial to
development, which, in turn, intensifies income
inequality (Spinesi, 2009). Furthermore, absence
of strong institutional constraints can lead
different interest groups to compete over
implementing their preferred redistribution
policies, especially in highly unequal societies,
leading to wide polarisation of social
preferences, which, in turn, results in a pro-
cyclical fiscal spending and fiscal deficits
(Kumar and Woo, 2010).

D. What kind of inequality
and among whom?

Whether income or multidimensional, which of
the two main forms of inequality should be
prioritised: inequality of outcome or inequality
of opportunity? and why? As pointed out earlier,
most recent academic inequality analysis has
been focused on inequality of opportunity,
since inequality of outcome (such as inequality
in distribution of income, wealth, infant
mortality, etc.) does not account for individual
responsibility for such outcomes. In contrast,
there has been a growing consensus that
societies seeking social and economic justice
or equity in living standards should promote
equality of opportunity by compensating the



inequality arising from ‘circumstances’ beyond
the control of the individual, while letting
individuals bear the consequences of actions or
“efforts” for which they can be held responsible
(See Roemer, 1998, 1993; and Roemer and
others, 2003).

Literature on inequality of opportunity in the
region is relatively recent, but rapidly growing.
Assaad and others (2016) estimate inequality in
income and consumption opportunity for Egypt,
Jordan and Tunisia. El-Kogali and others (2016)
examine the roots of inequality in human and
economic development in Morocco by focusing
on inequality in early childhood development
and trends over time, using several surveys
conducted between 2003 and 2012. In their book
on the Middle East and North Africa, Krishnan
and others (2016) focus on the high degrees of
segmentation in labour markets and on unequal
distribution of education and infrastructure
among children in their formative years.
Hassine (2012) uses household-survey micro-
data to assess levels and determinants of
economic inequality in 12 Arab countries,
focussing on sources of rural-urban and
metropolitan-nonmetropolitan inequalities.
Salehi-Isfahani, Hassine and Assaad (2014)
investigate this topic on a regional level,
focussing mainly on educational achievement.
The World Bank also developed a Human
Opportunity Index that calculates how

personal circumstances, such as area of
residence, wealth and gender, impact the
probability of a child accessing the services that
are necessary to succeed in life, like education,
running water and connection to electricity
(See Paes de Barros and others 2009; and
Molinas and others, 2010). Krafft and El-Kogali
(2014) analyse inequality in early childhood
opportunity in twelve countries, assessing
development using a variety of health and
nutrition indicators.

However, recent interest in inequality of
opportunity should not be at the expense of
interest in inequality of outcome. As noted by
Atkinson (2015), the best way to reduce the
former is to address the latter, for both are
correlated, with the living standards where the
individual is born affecting their future outcomes
(Assaad and others, 2017). Yet, there has been
little, if any, attention paid to inequality trends in
health, education and living conditions, whether
of outcome or opportunity. This report aims

to fill this important gap in the literature
as a means for assessing impact of
macroeconomic and social policies at large,
as well as for better understanding the root
drivers of multidimensional inequality.

Turning to the second question; inequality
among whom? Understanding inter-group
inequality for selected social, economic,
spatial and demographic groups (rich and
poor, men and women, rural and urban,
educated and non-educated, etc.) is
essential for addressing the underlying
political economy challenges facing the
region, particularly after the Arab Spring.
Nonetheless, inter-country inequalities are
also important in the current context.
Overall, the Arab region has made considerable
human capital gains over the past two decades,
as captured by the health and education
components of the Human Development Index
(HDI). However, significant inter-country
inequalities underlie these average region-wide
achievements. Likewise, the Arab region is highly
heterogeneous in terms of income per capita.
Qatar, which has the highest HDI ranking among
Arab countries, has a per capita gross national
income (GNI) of around $117,000 (2011 PPP
dollars), nearly 80 times that of Comoros.
Average income per capita growth remained
sluggish over the period 1990-2017 for the region
as a whole, but in medium human-development



countries, it doubled over the period, while it
declined from $4,170 in 2010 to $2,835 in low
human-development countries. This is hardly
surprising given that the latter group is made of
conflict-afflicted countries, such as the Syrian
Arab Republic, Yemen and the Sudan, where
protracted violence appears to be wiping away
years of development gains, as is also evident in
the decreasing trend in years of schooling for the
low human-development group since 2013. This
implies that inter-country inequalities are
growing at an alarming rate.

Arab countries also have high levels of sub-
national inequalities in human development,
especially in education and income. The
inequality-adjusted HDI (IHDI) accounts for these
within-country distributions of health, education,
and income among the population and
“discounts” the dimensions of the HDI depending
on the level of inequality. Factoring in these
inequalities, the Arab region loses 25.1 per cent
of its HDI value in 2017 (slipping from 0.70 to
0.52). This adjustment from HDI to IHDI is one of
the highest average losses globally, which places
the Arab countries just behind Sub-Saharan
Africa and South Asia in terms of inequality, with
inequality in education accounting for the largest
share of this slip. Country-level data show that
inequality in education is higher in the LDCs,
where the index exceeds 40 per cent.

E. Dealing with conflict-afflicted
countries

The Arab region has been afflicted with
long-standing conflicts, such as the
Palestinian-Israeli conflict and the Iraq war.
Moreover, eruption of the Arab spring in 2011
has led to a rapid escalation of conflict and
violence in the region, with the Syrian Arab
Republic and Yemen being two of the largest
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humanitarian crises globally (OCHA, 2019a,
2019b). Protracted wars in the Syrian Arab
Republic and Yemen have derailed their
economic and development processes, leading
to extreme degradation in their living standard.
Health indicators, such as life expectancy and
child mortality, have deteriorated due to various
factors, including direct conflict casualties,
impairment of health facilities and scarcity of
health providers, in addition to the indirect
impact of war on health through re-emergence
of morbid diseases and extreme food insecurity.
Moreover, war has disrupted the education of
millions of children, enfeebled the economies
and generated massive waves of displacements
in search of safety.

However, in times of war, collecting
statistics to quantify impacts is a serious
challenge due to numerous obstacles,
including the costs and risks involved and
absence of rule of law, which is necessary
for ensuring systematic record keeping.
For instance, destruction of hospitals or their
impaired functionality leads to unreliable
documentation and renders measurement of
health outcomes, such as mortality rates, largely
uncertain. Additionally, large-scale conflict-
caused displacements, coupled with existence
of many hard-to reach and besieged areas,
render conducting country-level surveys, such
as household surveys, extremely difficult and
imprecise. Moreover, during wartime, security
concerns may prevent people from reporting
accurate information about their status or
responding altogether, resulting in low
response rates and limiting the value of surveys.

Our dataset, based on the latest surveys
available at the time of writing, covers
four conflict-afflicted countries; namely,
Iraq (2011), Libya (2014), State of
Palestine (2014) and Yemen (2013).



Even though the data must be treated with
caution, they are still indicative and worth
examining. In the particular case of in Yemen,
the figures do not reflect the current state, for
the civil war that erupted in 2015 and has since
rapidly escalated has had a detrimental impact
on human life and the socioeconomic
infrastructure of the country. Yet, Yemen'’s crisis
was gradually unfolding since the 2011
revolutions, after decades of poverty and
vulnerability. Hence, examining Yemen’s 2013
survey may provide useful insights into pre-civil
war conditions that may have played a role in its
outbreak. Unfortunately, we could not include
the Syrian Arab Republic in our analysis in
chapters 2, 3 and 4, due to unavailability of
household surveys post 2010. Nonetheless, we
complement our analysis in chapter 5 with
external sources, incorporating the Syrian Arab
Republic whenever possible.

It is worth noting that conflict intensity may vary
across different areas within a country, impacting
inequality variedly. In our analysis, such conflict
peculiarities are addressed whenever possible.
Thus, in chapter 2 on health inequalities,
inequality-of-opportunity analysis accounts for
the impact of residing in Gaza in the case of the
State of Palestine and in Kurdistan in the case of
Iraq. We find that living in these two areas
contributes considerably to inequality in health
opportunity, especially in child stunting.

In chapter 4, while focusing on gender
inequalities, we address the impact of conflict
on various health, education and social
indicators, dealing mainly with the cases of
Yemen and Iraq. We find that exposure to
conflict increases likelihood of infant mortality,
as well as of both stunting and severe stunting,
with girls being more susceptible to stunting.
Conflict and violence also cause progress in
educational achievements to relapse. For

instance, the decrease in enrolment rates in
Yemen is marked, especially for girls. Overall,
the analysis underlines that conflict exacerbates
pre-existing gender inequalities and increases
marginalisation of women.

At ESCWA, we assiduously endeavour to fill the
data gap for the Arab region, but enduring
conflicts and instabilities remain a critical
challenge. While providing valuable insights, the
figures and analyses related to conflict-afflicted
countries in this report also form the basis for
extended research once conflicts recede and new
higher-quality surveys become available.

F. Data, measurement and country
classification

The gap in knowledge regarding inequality
in the region is in part due to data
opagueness. In most Arab countries,
household statistics are scarce, sometimes of
poor quality, lack comparability and are difficult
to access (Bibi and Nabli, 2010). Fortunately, as
a result of the Arab multidimensional poverty
report (E/ESCWA/EDID/2017/2), there is now
harmonised demographic and health
household-level data for 12 Arab countries,
covering at least two points in time: one in the
early 2000s, the other after 2010. Hence, there
is a unique opportunity for examining
trends in outcomes and opportunity
inequalities across household
characteristics (e.g., between rich and
poor wealth quintiles, men and women,
rural and urban areas, households having
highly educated heads and households
having uneducated heads). Availability of
these harmonised data sources has been a
primary motivation for ESCWA and ERF to
initiate this study, which seeks to rethink the
conventional wisdom on Arab Inequality. These


https://www.unescwa.org/sites/www.unescwa.org/files/publications/files/multidimensional-arab-poverty-report-english.pdf

data sources are briefly described in this section
and in full detail in a separate technical annex.

The report uses a rich set of household-
survey data from three types of sources: the
Demographic and Health Survey (DHS)
programme, the Multiple Indicator Cluster
Survey (MICS) and the Pan-Arab Project for
Family Health (PAPFAM) programme. These
surveys collect, inter alia, representative data on
population, health, education, economic activity,
and living standards. Although they do not offer
information on consumption and expenditure, a
wealth of data pertaining to the non-income
space is provided.

Further, household-survey data usually
complement information on health or education
with data on living standards and assets or
durable goods in the household. These data are
then used to construct a wealth index that
serves as a proxy for household wealth. In the
absence of income and expenditure data, the
DHS programme introduced such a wealth
index (Rutstein and Johnson, 2004) to
determine household relative economic status.
This index is generated through a principal-
components analysis. Utilising information on
household asset ownership, materials used for
housing construction, and types of water access
and sanitation facilities, it places each individual
household on a continuous scale of relative
wealth. The breakdown of the suggested
indicators by wealth index quintiles or deciles
can reveal differences between the very rich and
the very poor (as measured by the wealth index)
in relation to outcomes in health or education.
However, it must be noted that the wealth index
is a proxy for socioeconomic status that is
particular to each survey and each point in time.
Thus, we mainly focus on analysing the ratio of
the wealth index scores (i.e., score of the richest
quintile to that of the poorest quintile) or the
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concentration curve (CC) and its related
concentration index (Cl), which are based on the
wealth score of the wealth index across time.

The wealth of data available in the surveys
is used in the construction of selected
health and education indicators used in
the inequality of outcome and inequality
of opportunity analysis. In health, the
analysis focuses mainly on factors that have a
direct effect, such as water and sanitation, as
well as on child health outcomes, such as infant
mortality rates and malnutrition. In education,
the wealth of data is used to assess evolvement
of inequality in attendance rates, completion
rates and average years of schooling over time.
Generally, the analyses of both outcomes and
opportunity inequality focus on evolvement of
inequality across the region over time.

To assess the extent changes over time of
inequality, the part of the report dealing
with inequality of outcome examines the
levels and trends of selected indicators, as
well as the gaps between different
subgroups. In order to identify the most
vulnerable groups of population, the analysis
also considers a combination of different
characteristics, such as wealth ranking of
household in combination with education of
household head (hereafter referred to as group
of extremes 1), or location of household in
combination with family size (hereafter referred
to as group of extremes 2). Tables A.1-A.6 in the
appendix report the ratios between different
socioeconomic groups for all indicators (latest
point in time).

All surveys used in this report have been
harmonised to ensure comparability of
calculated health and education indicators
over time and across countries. The
technical annex explains in detail the process of



harmonisation and provides an overview of the
indicators calculated from the data.

The report focuses on 12 Arab countries
(Algeria, Comoros, Egypt, Iraq, Jordan, Libya,
Mauritania, Morocco, State of Palestine, Sudan,
Tunisia, and Yemen) where the programmes
collected comparable data for two points in
time; the earlier usually between 2000 and 2007,
the later between 2010 and 2015.

As defined in this report, the Arab region is
comprised of highly diverse countries in terms
of socioeconomic and development conditions.
Following the UNDP HDR (2018), they are
classified into three groups: the low human-
development group, which includes Comoros,
Mauritania, the Sudan and Yemen; the medium
human-development group, which includes
Egypt, Irag, Morocco and the State of Palestine;
and the high human-development group, which
includes Algeria, Jordan, Libya and Tunisia. The
graphs in the report, particularly in chapters 2, 3
and 4, reflect this classification, with countries
ordered in the descending order of their HDI.2

G. Summary and roadmap

In light of growing concern about inequality and
its repercussions, particularly post the Arab

uprisings, this report raises three main questions.

First, why does Inequality matter? Inequality is
important not only from a normative and equity
perspective, but also from the perspective of
economics and development, especially when
inequalities ensue from structural and
institutional deficits, as is the case in the Arab
region. Second, what type of inequality? We
adopt a multidimensional approach, focussing
chiefly on the non-income dimensions of health,
education and living conditions. Along these
dimensions, we assess inequality of opportunity

and inequality of outcome, considering both to
be equally important. Third, inequality among
whom? We focus on several inter-group
inequalities, including between urban and rural,
richest and poorest, households having educated
heads and households having uneducated heads,
groups of extremes and genders.

Our approach to rethinking inequality hinges on
two considerations. The first is that any stylised
facts on income inequality should be viewed in
parallel with trends in inequality in human capital
(health and education); hence the appeal of
multidimensionality. The second is that making
sense of empirical results requires an integrated
political economy perspective. This integrated
multidimensional approach is of significant value
in addressing effectiveness of public policy in
reducing poverty and inequality. Equally
importantly, it helps examine whether current
development policies and their underlying
political economy structures are sustainable.

If not, then this approach points the direction
which institutional and other economic and
social reforms would need to take to reduce
inequality.

With the wealth of data and the extensive
analysis it provides, this report fills huge
research and knowledge gaps about inequality
in the Arab region. The remainder of the report
is organised as follows. Chapters 2 and 3 assess
thoroughly health and education inequalities of
both outcomes and opportunity. Chapter 4
focuses on gender inequalities in health and
education, in addition to addressing gender-
based inequalities in Arab labour markets and
the impact of conflict on gender inequalities.
Chapter 5 provides an in-depth analysis of
drivers of inequality, including poor economic
structures, poor governance and rentierism.
Finally, chapter 6 provides some policy and
further research considerations.









2. Inequalities in Health

A. Introduction: inequalities of health
outcomes in the Arab region

Equity of health outcomes is essential,
since health inequalities limit life
enjoyment opportunities and prospects of
pursuing individual life plans. Over the last
few decades, the Arab region has experienced
various social, economic, political and
demographic changes. It is well established that
positive economic growth leads to improved
health outcomes. This, however, is a virtuous
cycle, since better health helps in return boost
economic activity. Hence, improvements in
health may be just as important as
improvements in income levels/economic
growth. Further, health is an important part of
human capital; it is a prerequisite for
participating in the labour market and thus
generating income. Moreover, health has a
direct impact on early years of education,
affecting cognitive development and ability to
learn of the child, which will eventually
determine economic success in adulthood
(Bloom and Canning, 2008). Indeed, social and
economic benefits of equity in health go hand
in hand.

The SDGs focus on reduction of inequality
and promotion of access to health, as well
as on improved health and well-being for
all. However, reducing inequality is an
overarching objective interlinked with several
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other SDGs. For example, to enable inclusive
growth, it is important to ensure equal access to
health and education for all. The objective of
this chapter is to ascertain progress or regress
in narrowing inequalities over time, as
evidenced by certain indicators, some of which
are also target indicators for certain SDGs (for
example, SDGs 2, 3 and 6).

Measurement of health poses several
challenges, as there is a wide range of
measures. This chapter uses two sets of
indicators: those that influence health
outcomes, and the health outcomes
themselves. The first set consists of three
indicators, namely, access to improved water
supply, access to improved sanitation, and
skilled birth attendance; while the second
comprises child-health indicators, such as infant
mortality rate, stunting and overweight.

The Arab region has achieved great
progress as per several health indicators,
as well as in factors influencing health.
Figure 2.1 gives an overview of progress
across selected health indicators over the last
15 years for Northern Africa and Western Asia
and, in comparison, globally.®* However,
regional/national averages often conceal
disparities both among and within
countries. Hence, the question arises as to
whether progress benefitted all countries and
all strata of society equally.

Rethinking Inequality in Arab Countries Inequalities in Health
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Figure 2.1 Health outcomes: world compared with Arab countries
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Sources: Figure 2.1A based on Global SDG Indicators database. Available at
https://unstats.un.org/sdgs/indicators/database/?indicator=3.7.2 (accessed on 14 September 2019).

Figure 2.1B based on UN Inter-agency Group for Child Mortality Estimation, 2019.

Figure 2.1C based on Global SDG Indicators database. Available at
https://unstats.un.org/sdgs/indicators/database/?indicator=3.7.2 (accessed on 15 June 2019).

Figure 2.1D based on WHO and UNICEF, 2017.

Note: Figure 2.1D shows progress in access to safely managed sanitation facilities in line with SDG 6.2, where Arab countries
are progressing slowly. This indicator has a stricter definition than the access to improved sanitation discussed in this chapter.
As mentioned above, several household surveys date back to the 2000s; hence, a refined classification (as developed in SDG 6)
is not technically possible. Therefore, we use simple definitions for improved and unimproved sanitation facilities and water
supply sources.

Most literature on health inequalities in there are persistent disparities in health
the Arab region focuses on countries or outcomes or in factors that affect health.
group of countries* and suggests that UNICEF (2018) draws attention to the fact that


https://unstats.un.org/sdgs/indicators/database/?indicator=3.7.2
https://unstats.un.org/sdgs/indicators/database/?indicator=3.7.2

several regions with moderate levels of stunting
(such as Latin America and the Arab Region)
have wide disparities among certain population
subgroups. The most extensive study of child
health in the Arab region is that by Khawaja and
others (2008) covering the 1990s, which finds
persistent disparities across socioeconomic
characteristic, despite impressive overall
improvement in certain key indicators. A more
recent study by Krafft and El-Kogali (2014)
investigates inequalities in early childhood
development, as evidenced by several health
indicators, across 12 Arab countries. Hlasny and
Intini (2015) also focus on early childhood
development, but address a larger number of
Arab countries. ESCWA (2016) carries this work
forward by complementing static comparison of
countries with a dynamic component. More
recently, the Demographic and Health Survey
(DHS) programme provides an overview of
levels and trends of maternal and child health
indicators across 11 Arab countries and
highlights persistent disparities by socio-
demographic variables (Assaf and others, 2017).

The remainder of this chapter is organised
as follows. Section B addresses the factors
that influence health outcomes, such as
inequalities in access to water supply and
sanitation, and inequalities in skilled birth
attendance. Sections C and D then discuss child
health outcome in terms of infant mortality rates
and malnutrition, respectively. In all three
sections, the analysis examines levels and
trends of selected indicators, as well as ratios
between different subgroups, utilising a
concentration index and a concentration curve
when possible. Using logistic models, Section E
examines the factors affecting probability of
deprivation in stunting. Section F presents
inequality in child and maternal health
opportunity, as measured by the dissimilarity
index (D-index), and its drivers over time using
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the Shapley decomposition. The last section
concludes and provides an overview of the main
inequalities.

The chapter aims to contribute to research
in two ways. First, using harmonised data,

it aims to give an overview of health-outcomes
and health-opportunity inequalities, as well as
of the factors that influence health outcomes,
across a large set of 12 Arab countries.
Secondly, it aims to trace the progression

of these inequalities over time. The technical
annex provides more details of the data
sources used for analysis and the data
harmonisation process.

B. Factors affecting health outcomes

1. Inequalities in access to improved water
supply and sanitation

Access to improved water supply and
sanitation is an important determinant of
maternal and child health, with lack of
access having severe consequences (see for
example Fink, Gunther and Hill, 2011 or
Cumming and Cairncross, 2016). Water,
Sanitation and Hygiene (WASH) related
infections, such as diarrhoea and intestinal
parasites, have a direct impact on the nutritional
status of a child. Additionally, access to
improved water and sanitation facilities has
indirect, non-health benefits, such as increased
participation in education and economic activity.
Hence, WASH interventions can have strong
health, as well as social and economic, benefits
(Cumming and Cairncross, 2016).

Access to improved water and sanitation
is a human right and is incorporated in the
MDGs and SDGs. SDG 6 is dedicated to
ensuring availability and sustainable
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management of water and sanitation for
all. “The human right to safe drinking water
specifies that water should be ‘available
continuously and in a quantity sufficient for
meeting requirements of drinking and personal
hygiene, as well as of further personal and
domestic uses, such as cooking and food
preparation, dish and laundry washing and
cleaning. [...] Supply needs to be continuous
enough to allow for the collection of sufficient
amounts to satisfy all needs, without
compromising the quality of water”. (WHO
and UNICEF, 2018). MDG 7, which is to ensure
environmental sustainability, had as one of its
targets to halve, by 2015, the proportion of
people without sustainable access to safe
drinking water and basic sanitation. While the
target for access to safe drinking water was
met globally, progress is still to be made in
enabling access to improved sanitation.

In addition, some countries in the Arab region
were unable to meet the MDGs by 2015.

For their part, SDGs not only distinguish
between improved and unimproved sources
of water and sanitation, but also adopt, in SDG
6, which has strong interlinkages with several
other SDGs, including SDG 2 (no hunger) and
SDG 3 (good health and well-being) a more
ambitious vision for service delivery of water
and sanitation.

To compare the data over time,
classification into improved and
unimproved sources of drinking water and
sanitation facilities and measurement of
access follow the WHO/UNICEF Joint
Monitoring Programme. The following
section analyses factors that affect child health
across a sample of 12 Arab countries.®

As several household surveys date back to the

2000s, a refined classification (as developed in
SDG 6) is not possible technically. Thus, a
simple definition of improved and unimproved
sources of water supply and sanitation facilities
is used. Moreover, while other living-standards
indicators, such as use of cooking fuel and
access to electricity, have an impact on health
outcomes, access to improved water and
sanitation is the crucial determinant, especially
for children; hence the emphasis on this aspect
of living conditions in our analysis.

Access to improved water supply and
sanitation varied across the countries
studied. While some middle-income
countries achieved near universal access
to both, the LDCs still lagged. Egypt, Tunisia
and Jordan achieved near universal access to
both. The State of Palestine achieved near
universal access to improved sanitation, but
access to safe drinking water declined from
2006 to 2014. A study by the World Bank
(2018Db). links decreased access to improved
water sources in the State of Palestine after
2000 to deterioration of piped water supply in
urban areas, mainly the Gaza Strip, whereas
increased access to improved sanitation was
largely driven by improvements in rural areas.
However, the national average conceals a vast
disparity between the West Bank and the Gaza
Strip: only 10 per cent of the population in the
latter had access to improved drinking water
sources, compared with 97 per cent in the
former (State of Palestine, Central Bureau of
Statistics, 2015). In Mauritania and Yemen,
despite progress, a significant share of the
population still did not have access to improved
water and sanitation. In 2013, only 58 per cent
of the population in Yemen had access to
improved water (figure 2.2A).
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Figure 2.2 Percentage of population with access to safe drinking water and improved sanitation

for two time point
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Source: Authors’ calculations.

Notes: End line survey refers to the latest year for which data are available, while baseline survey refers to that close to 2000.

See the technical annex for more information on data sources.

Though the rural-urban gap in middle-
income countries was narrowing, access to
improved water supply and sanitation
remained higher in urban areas in all
countries, except the State of Palestine
(figure 2.3). Only one country, Tunisia, achieved
an increase in access to both improved water and

sanitation while managing to decrease rural-
urban disparities. In all others, overall progress
notwithstanding, gaps between rural and urban
areas for one indicator or the other or both
remained the same or even increased. Overall,
urban areas still had better access to both. The
State of Palestine is the only country where

Rethinking Inequality in Arab Countries Inequalities in Health



26

access to safe drinking water and sanitation was
lower in urban than in rural areas. As mentioned
above, deterioration of access to services in the
Gaza Strip, which is mainly urban, explains this
pattern (World Bank, 2018b).

In Mauritania and Yemen, overall access to
improved water supply and sanitation
increased, but only for access to improved
sanitation did the rural-urban gap
decrease, just slightly. The largest disparities
in access to improved sanitation and water
persist in Mauritania and Yemen. In the latter, in
2013, 51 per cent of the rural population still did
not have access to improved sanitation.
However, trend analysis for these two LDCs
shows that with rising access to sanitation,
rural-urban inequalities decreased, although
access overall was still low. This contrasts with
access to water; figure 2.3 shows an overall
increase, but also a slight increase in rural-
urban inequality. In Mauritania, overall access to

water and sanitation increased, but the rural-
urban gap remained the same. A report

from the World Bank, Water and Sanitation
Program (2011) points to a lack of finance and
indicates that priority was given to developing
urban infrastructure.

The gap between households with
educated heads and households with
uneducated heads widened in Yemen and
Mauritania for improved water but
narrowed slightly for improved sanitation
(figure 2.4). Education of household head is
associated with having better access, especially
in the LDCs. Mauritania and Yemen had large
gaps between the two groups for both types of
access. Moreover, while gaps for access to
sanitation narrowed for both countries over
time, the divide for access to water widened.

In contrast, some middle-income countries,
such as Tunisia, managed to narrow the gaps,
especially in improved sanitation.

Figure 2.3 Percentage of population with access to safe drinking water and improved sanitation

by type of area (Urban-rural-refugee camp)

A. Safe drinking water in 10 countries
A Urhan M Rural

13332% 1111 - 1

— National average x Palestinian camp

80%

0%

60% }

0 3 l
0%

30%

0

10%
0%

o~

= 02
2000
2014

= 206

™01

= 2000

=

=10

= 0

= 07

=015

= 003

=013

=)

—
=0
— 201
= i
& it

B. Improved sanitation in § countries
— National average Urban

o} . "
et |1 050
0%

60%
50%
4%
30%
0%
10h
0%

m Rural ¢ Palestinian camp

)
=M
— 01
=

04
o 2000
=0
206
=0
=0
=01
=
=015
2003

m

=03

,_
==
=

Source: Authors’ calculations.

Note: In the State of Palestine, refugee camp areas were considered as a distinct stratum.



27

Figure 2.4 Percentage of population with access to safe drinking water and improved sanitation

by education of household head
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Note: In all surveys, one of the usual residents in each household is identified as the household head if his/her status is
acknowledged by the other members based on characteristics such as age, sex, or economic status (ICF International, 2012).

Figure 2.5 Access to safe drinking water and improved sanitation by wealth quintile
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Figure 26 Access to safe drinking water and improved sanitation by group of extremes

Group of extremes 1: household wealth and education of household head
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Figure 2.5 shows that gaps between the to the poorest quintiles shows that this gap was
poorest and the richest quintiles narrowed narrowing over time.
across the two time points in all countries,
except the State of Palestine, where they The Arab Multidimensional Poverty Index (MPI),
widened enormously in access to safe developed by ESCWA and others (2017),
drinking water. It must be noted, however, indicates large disparities by area (rural-urban)
that, being time and country specific, the wealth of household, household size, education of
index is not comparable across the two time household head, and wealth quintiles.

points. Nonetheless, inequality-gap analysis that To analyse inequalities among certain
compares the ratio of the wealth of the richest population groups, those with certain



contrasting combined characteristics are
addressed. Thus, we focus on:

(a) Group of Extremes 1, comprising two
subgroups:
e Household head has no education and
household belongs to the poorest
wealth quintile (Deprived Group 1);
e Household head has higher education
and household belongs to the richest
wealth quintile (Non-deprived Group 1);
(b) Group of Extremes 2, comprising two
subgroups:
e Household location is in a rural area and
household size is 8 or more (Deprived
Group 2);
e Household location is in an urban area
and household size is up to 5 (Non-
deprived Group 2).

Disparities with respect to household
wealth and education of household head
were larger than with respect to household
location and household size. Also, the LDCs
generally had steady or rising inequalities
between subgroups. As shown in figure 2.6,
for access to safe drinking water across group of
extremes 1, two countries, the State of Palestine
and Mauritania, had a striking increase in
inequality, while most others had a decrease. For
improved sanitation, inequality across subgroups
seems either steady or even rising in the LDCs,
particularly with respect to household wealth and
education of household head. For group of
extremes 2, though it increased in Mauritania and
Yemen, inequality in access to sanitation does not
seem to have changed appreciably over time.

2. Inequalities in skilled birth
attendance (SBA)

One target indicator for SDG 3, availability of
skilled health personnel (generally, doctors,
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nurses and midwives) during birth, measured by
proportion of births attended by such personnel,
which is essential for the health of both the
mother and new-borns, can be a lifesaving
intervention, and is an indicator for utilisation of
healthcare systems. The definition of skilled
health personnel follows national definitions,® but
generally covers those trained in providing
lifesaving obstetric care, including necessary
supervision, care and advice to women during
pregnancy, labour and the postpartum period.

Several countries in the region achieved
near universal coverage of SBA, but some,
especially the LDCs, lagged. As shown in
figure 2.7, Yemen stands out as the country with
the lowest coverage, while a group of countries
(Algeria, Tunisia, Libya, Jordan, and State of
Palestine) had near universal coverage.

While there is extensive literature dealing
with overall trends in maternal health, few
studies investigate socioeconomic
disparities in maternity healthcare,
especially in Arab countries. However,
those that do indicate persistent
inequalities across different
socioeconomic groups. Although the region
experienced impressively declining maternal
mortality rates and increasing access to
maternal healthcare services, progress could
conceal inequalities. Rashad and Sharaf (2016)
examine socioeconomic inequalities in
maternity care utilisation in Egypt, Jordan and
Yemen after the Arab Spring. They find that the
degree of inequality varies widely in the three
countries and conclude that disparities are
mostly a result of lack of economic resources
and its correlates among the poor. Khadr (2009)
investigates disparities in maternal health
indicators in Egypt and finds that although there
had been substantial progress, women across
different social classes did not benefit equally.

Rethinking Inequality in Arab Countries Inequalities in Health
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Figure 2.7 Percentage of skilled birth attendance
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Note: The reported population weighted average includes only the countries with data across the 2 points in time.

Figure 2.8 Percentage of skilled birth attendance by type of area (Urban-rural-refugee camp)
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While several countries achieved near LDCs, Morocco and Iraq. For disparities
universal SBA in both rural and urban along spatial lines, figure 2.8 reveals that
areas and rural-urban inequality decreased inequality between rural and urban areas
in all countries, gaps persisted in the decreased in all countries, with several
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Figure 2.9 Percentage of skilled birth attendance by education of household head
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(Jordan, State of Palestine, Algeria, Tunisia and
Libya) having almost none. However, the LDCs,
Morocco and Iraq still had large disparities;
especially Mauritania, where the gap was
remarkably high.

Education of household head matters
most in the LDCs, while middle-income
countries had little variation in this regard.
Inequality between groups had decreased
in all countries. Figure 2.9 shows that the
education of household head did not cause any
major differences in countries with high human
development. However, the LDCs clearly had a
gap between the two groups in SBA, there,
women who live in households with educated
heads were 1.5 times more likely to have their
birth attended by skilled personnel. Household
heads are often key decision makers in
accessing skilled healthcare at time of delivery
(Vallieres and others, 2013) and thus their level
of education matters greatly. Inequality between
households with educated heads and
households with uneducated heads decreased

in all countries. Morocco and Egypt experienced
the largest decrease.

Disparities in access to SBA between the
richest and poorest wealth quintiles also
decreased in all countries. However, the
LDCs still had remarkable gaps between
the two quintiles. Disaggregation by wealth
quintile is also in line with the other
socioeconomic characteristics. Again, all
countries had a decrease in inequality, with
Morocco and Yemen having the largest
decrease in the richest to poorest ratio.

Disaggregation by subgroups having
combinations of extreme characteristics
reveals wide gaps, especially in the

LDCs, with household wealth and
education of household head seeming

to be important factors. Figure 2.11A and
figure 2.11B shows that the Sudan, Mauritania
and Yemen had the largest gaps for both groups
of extremes, while the remaining countries,
especially those with near universal access to

Rethinking Inequality in Arab Countries Inequalities in Health
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SBA, had only minor gaps. Inequalities were that gaps within group of extremes 2 (location
generally decreasing in most countries that of household and household size) were

have data for two points in time, yet gaps smaller than the gaps within group of
persisted, especially between the two extremes 1 (education of household head and
subgroups of group 1. Ratio analysis reveals household wealth).

Figure 2.10 Percentage of skilled birth attendance by wealth quintile
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Figure 2.11 Percentage of skilled birth attendance by group of extremes
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To sum, overall, Egypt, Morocco and Mauritania
had a large reduction in inequality. In the case
of Egypt, Assaf and others (2017) notes that
there has been a substantial change in the
Egyptian healthcare system in the previous
decade, with per-capita government
expenditure on health tripling from $14 to $47.
However, most of the expenditure remains out-
of-pocket and estimates also point out that only
8 per cent of ever-married women have any
form of health insurance. Rashad and Sharaf
(2016) also note that the big improvements in
maternity care stemmed mainly from an
increase in use of private healthcare facilities.
Rashad and Sharaf (2015) also find that reliance
on private healthcare providers pushes
households into poverty and destitution.

The concentration index (Cl), which can be
constructed if the wealth index is
available, is a widely used tool for
assessing socioeconomic inequality.
Several of the available household surveys
include information on household assets, which
can be utilised to create a wealth index that
ranks households according to relative wealth.
The concentration curve (CC), with its related
concentration index (CI), can be used to quantify
the degree of socioeconomic-related inequality,
mainly in health variables (O'Donnell and
others, 2008). The CC ranks the sample of
interest by socioeconomic status. The horizontal
axis begins with the poorest and progresses
through the wealth distribution to the richest.
The concentration index then summarises the
magnitude of inequality and is defined as twice
the area between the concentration curve and
the line of equality (45-degree line). Box 2.2 and
box 2.3 offer a graphical example of the
concentration curve for SBA and stunting.

The health outcome variable should be
ratio-scaled, measured without an upper
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bound. Health variables, however, are often
measured as ordinal or cardinal variables and
tend to be bounded, which poses several
limitations, especially when trying to carry out
cross-country comparisons.” To simplify, the
analysis here reports the negative of the
concentration index for indicators that report ill
health, so that the concentration index is always
positive and higher inequality is reflected in a
higher value.

The Cl indicates that inequality in access
to SBA decreased in most countries and
confirms both an increase in percentage of
attended births and a decrease in
inequality. Figure 2.12 shows the annualised
rate of changes (AARC) in percentage SBA and
the negative of the concentration index over
time. Most countries for which information is
available for two time points for both the wealth
index and the indicator present great
improvements in coverage of antenatal care. In
line with the summary changes of the ratios, the
(generalised) concentration index confirms both
an increase in percentage of attended births and
a decrease in inequality. In Morocco, progress in
narrowing the gaps between the different
groups was large. Policies implemented by the
Moroccan government in the early 2000s
prioritised maternal health (Assaf and others,
2017) and this is reflected in our analysis. The
big progress in SBA is partly associated with
revitalisation and expansion of midwifery and
use of nurse-midwives as birth attendants in
Morocco, as well as a programme implemented
by the government that entitles all Moroccan
women to cost-free delivery in any public
hospital (Lerberghe and others, 2014; Assaf

and others, 2017). The decrease in inequality in
SBA is also confirmed by detailed statistical
analysis (box 2.2) indicating a clear decrease in
socioeconomic disparities for the four countries.

Rethinking Inequality in Arab Countries Inequalities in Health
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Box 2.1 Using the concentration index and concentration curve to assess socioeconomic
inequalities in health

Testing the difference from the line of equality

When plotting the health concentration curve, one may wonder whether it is significantly different from the
45-degree diagonal line of perfect equality. Khaled and others (2018) explain that having a concentration index
equal to 0 does not necessarily mean that there is no socioeconomic health inequality in the health indicator
concerned.’ To be certain, one needs to make sure that the concentration curve has no portion that is
significantly different from the line of equality.

Comparing health concentration curves

In addition of comparing concentration indices, evolvement of socioeconomic health inequalities can be
monitored by comparing health concentration curves. Makdissi and Yazbeck (2014) prove that if two

health concentration curves do not intersect, socioeconomic health inequalities will be lower for any rank-
dependent socioeconomic health inequality index in the population for which the curve is higher. This means
that it is impossible to find a mathematical form for the index that would reverse the result. Moreover, the
result is robust and does not depend on the specific mathematical form chosen for the index, as may be the
case when reporting a change in the health concentration index. In order to account for sampling variability,
Khaled, Makdissi and Yazbeck (2018) propose methods to test for these dominance cases. These statistical
tests consist of assessing whether there are some intervals for which one curve is significantly above the
other, while the reverse does not happen on any other interval. We opt for a level of statistical significance of
5 per cent for these tests.

Applying a health achievement index

Wagstaff (2002) argues that policy makers are interested in both improving the average health outcome and
decreasing socioeconomic health inequality. In this context, merely assessing changes in socioeconomic health
inequalities may be misleading from a policy-making perspective. He proposes a health achievement index that
accounts for both the average health level and its socioeconomic distribution. In order to illustrate graphically
the concept of health achievement, one can use the generalised health concentration curve, which is the health
concentration curve multiplied by the average health status. Makdissi and Yazbeck (2014) show that if one
compares the generalised health concentration curves of two distributions and one curve is above the other,
health achievement will be higher for the population with the higher curve. If one is interested in a health
shortfall variable, then the result is the same: the shortfall is higher for the population with the higher generalised
concentration curve. In this context, a decrease of the curve would be a policy improvement. Khaled, Makdissi
and Yazbeck (2018) also offer a methodology to account for sampling variability for generalised concentration
curves dominance.

2 In the appendix of their paper, Khaled and others (2018) provide an interesting 10 persons example for which the
health concentration index is 0 despite the presence of socioeconomic health inequality.
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Figure 2.12 Average annual rate of change in skilled birth attendance and concentration index (CI-W)
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Box 2.2 Using the concentration index and the concentration curve to assess inequalities in skilled birth attendance

For SBA, data are available for Egypt, Irag, Mauritania and Morocco. For all these countries, the SBA concentration
curve is statistically significantly different from the line of equality. This means that there were socioeconomic
inequalities in SBA distribution in all these countries. To illustrate, the concentration curves (figure 2.13) and generalised
concentration curves (figure 2.14) in Morocco for SBA depict a very good picture that is confirmed if one runs the
statistical tests at the 5 per cent significance level. The technical annex provides graphs for the other three countries.

Figure 2.13 Testing the difference from line of Figure 2.14 Generalised health concentration curve
equality (Morocco, 2003-2011) (Morocco, 2003-2011)

----- 45-degrees  —— Morocco 2003 —— Morocco 2011 —— Morocco2003 ~ —— Maorocco 2011

10
09
08
07
06
05
04
03
02

W 00 02 04 0§ 0§ 10 U'OU.U 02 04 06 0§ 10

Source: Author’s calculations.

There is a clear decrease in socioeconomic health inequalities in SBA in all four countries. This result is valid for
any rank-dependent socioeconomic health inequality index. There is also an increase in health achievement in
SBA and this result is also valid for any rank-dependent health achievement index.

Rethinking Inequality in Arab Countries Inequalities in Health
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C. Child health outcomes — Infant
Mortality Rate

Focussing on children when examining
inequalities in health outcomes is
essential, since infancy and early
childhood have lifelong effects on
several aspects of health and well-being
later in life and are an important determinant
of social mobility. Increasingly, evidence
suggests that returns on investment in early
childhood exceed investment in education

and well-being at later stages of life (Heckman,
2017). Another strand of research also
suggests that inequality and socioeconomic
status determine childhood well-being and
intergenerational transmission of disadvantages
and deprivation (Aizer and Currie, 2014 or
Cabieses, Pickett and Wilkinson, 2016). Further,
Ravallion (2014) finds that children and youth
who live in disadvantaged living conditions
(such as inadequate housing, low quality

of care, insufficient food intake) are more likely
to suffer impairment of human development.

Incidence of child mortality is an
important indicator of the overall level of
child health and development in a country.
In the first 28 days of life (the neonatal period),
risk of dying is highest. To prevent deaths
during this period, improving the quality of
antenatal care, care at time of childbirth, and
postnatal care for mothers and their new-borns
are essential. Deaths in the neonatal period are
mainly caused by preterm birth, intrapartum-
related complications or infections. After the
first 28 days and through the first 5 years of life,
the main causes of death are pneumonia,
diarrhoea and malaria. However, malnutrition is
the underlying contributing factor that makes

children more vulnerable to severe diseases.
(UN Inter-agency Group for Child Mortality
Estimation, 2017). MDG 4 had as a target
reducing child mortality by two-thirds between
1990 and 2015, and SDG 3.2 has set the target
of ending preventable deaths of new-borns
and children under 5 years of age. This chapter
analyses infant mortality rates (IMRs) across
the Arab region, with infant mortality defined
as the probability of dying before the 1st
birthday. IMR is defined as number of deaths
per 1,000 live births.

As shown in figure 2.15, the Arab region
achieved a tremendous decline in infant
mortality rates. However, Igbal and
Kiendrebeogo (2014) point out that some
countries performed better than others, and
related these differences to disparities in
country circumstances, institutions, and
policies. In our sample of 12 Arab countries,
all had declining IMRs, with Libya registering
the lowest of all. The remaining non-LDCs had
rather moderate rates between 15 and 26,
except for Irag. The greatest progress was in
Egypt and Libya, where rates nearly halved.
Generally, rates in all the non-LDCs declined
substantially over the periods considered.

IMRs were higher in rural than in urban
areas in most of the countries studied.
Figure 2.16 shows that all countries, other than
Jordan and the State of Palestine, had higher
IMRs in rural areas, with Tunisia and Comoros
having the widest gaps. In terms of temporal
trend, Jordan managed to close the gap,

while in the remaining four countries for
which data for two time points are available,
the gaps remained steady, although the overall
IMR dropped.
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Figure 2.15 Infant Mortality Rate
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Source: Authors’ calculations.
Note: The reported population weighted average includes only the countries with data across the 2 points in time.

Figure 2.16 Infant Mortality Rate by type of area (Urban-rural-refugee camp)
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Gaps with respect to educational level of had larger gaps. For example, IMR in
household head were rather moderate in households in Tunisia and the State of Palestine
countries with higher IMRs, like Comoros where the head had not received any education
and Iraq, while countries with lower IMRs was more than twice higher than for households
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where the head had at least 12 years of between the two segments increased. Tunisia,
education (figure 2.17). In terms of temporal and to a lesser extent Algeria and Egypt,
trend, although the rate dropped in Jordan, experienced a decline in IMR along with a

Libya, and the State of Palestine while inequality = decrease in inequality.

Figure 2.17 Infant Mortality Rate by education of household head
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Figure 2.18 Infant Mortality Rate by wealth quintile
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Note: For only few countries, data are sufficient for establishing the temporal trend, as this requires both the assets to
calculate the wealth index and a full birth history.



As shown in figure 2.18, despite an overall
decrease in IMR across the countries
examined, only Egypt had a marked
decline in inequality between the poorest
and the richest quintiles; in all other
countries with data for two points in times,
inequality increased, as in Jordan, for example.

D. Child health — Malnutrition
in the Arab region

The Arab region has experienced
numerous changes and progress in human
development over the last few decades.
However, undernutrition and
micronutrient deficiencies remain a
challenge in several countries. Although
incidence of chronic malnutrition (stunting) has
decreased, prevalence of diet-related non-
communicable diseases, such as obesity and
diabetes, is increasing. Various countries
experience a nutrition transition, marked by an
increase in consumption of unhealthy food,
combined with an increase in prevalence of
overweight, mainly in the middle-to-low-income
countries. The 12 countries analysed can be
categorised into three major groups according
to nutritional status: countries in advanced
nutrition transition, such as Tunisia and Algeria;
countries in nutrition transition, such as
Comoros, Egypt, Jordan, Libya, Morocco, and
the State of Palestine; and countries with
significant undernutrition or complex
emergency situations, such as Iraqg, the Sudan
and Yemen (WHO EMRO, 2011). Nutrition
transition affects an increasing number of
countries and socioeconomic groups within
countries. Further, both types of malnutrition,
under- and over-nutrition, have a high impact
on public healthcare, as well as on social and
economic systems.
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The three most common anthropometric
measures used to assess nutritional status of
children are:

e Stunting (low height-for-age), which reflects
chronic malnourishment;

e Wasting (low weight-for-height), which
reflects acute malnourishment;

e Underweight (low weight-for-age), which is
a proxy for general malnourishment.

While wasting and underweight can be treated,
chronic malnutrition (stunting) in early
childhood has severe irreversible effects, as well
as increasing likelihood of children dying from
common infections and frequency and severity
of infections, and contributing to delayed
recovery (UNICEF, 2018). Further, it is
associated with impaired cognitive ability and
reduced school and work performance (United
Nations Department of Economic and Social
Affairs, 2018). Undernutrition contributes to
nearly half of all deaths in children under 5,
translating into the loss of about 3 million
young lives a year (International Food Policy
Research Institute, 2016). The following analysis
considers only inequalities in stunting over
time, as this is an irreversible event and has
lifelong impacts. Detailed analysis of wasting
and underweight is beyond the scope of

this report.

Furthermore, another emergent form of
malnutrition is overweight (high weight-for
height), resulting from energy intakes exceeding
energy requirements of the child.

This section will first analyse prevalence of
stunting and then prevalence of child
overweight, considering levels and trends
across two time points. Thereafter, prevalence
is disaggregated by several socioeconomic
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characteristics, such as type of area of
residence, education of household head,
wealth quintiles, and households that meet
combined criteria. The technical annex
provides an overview of data sources and
years considered.

1. Child health outcomes — Chronic
malnutrition (stunting)

Overall, prevalence of stunting dropped
across all countries over the periods
considered, except for Mauritania

and Libya. Figure 2.19 indicates that most

countries experienced a decrease in prevalence,

with the regional (population weighted)
average dropping from 29.5 per cent in the
baseline surveys to 23.4 per cent.? However,
a few countries do not follow this trend;
Egypt had a relatively steady high prevalence
over time, while Mauritania and Libya had

an increase.

Figure 2.19 Prevalence and trend of stunting
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Algeria had the largest improvement, with
prevalence declining by over half, while almost
every other child was affected by malnutrition
in Yemen and this figure is likely to have
worsened, given the current state of conflict.
Up until 2013, the numbers for stunting were
declining over time in Yemen. Qirbi and Ismail
(2017) point out that prior to the current conflict,
despite a fragile healthcare system that relied
on out-of-pocket expenditure, improvements
were seen in certain health outcomes. However,
in March 2015, health outcomes, such as life
expectancy, started to decline and levels of
malnutrition and child mortality have increased
since. The Yemen 2017 Humanitarian Needs
Overview reports that 3.3 million children and
pregnant or breastfeeding women suffer acute
malnutrition, including 462,000 children under 5
who suffer severe acute malnutrition. This
constitutes a 63 per cent increase in
malnutrition since late 2015 (Food Security
International Network, 2017).

m Stunting endline

30%
),
" ﬁ m i

Population

{20022012] (2002 20!2] {2011} (2007 2014] {ZHUU 201'1) {ZUDE 2014] IZUUU ZUH} (2003 ZUIH {2007 2015] [ZOUH 2012] (20002014} (20032013} we\ghted

Source: Authors’ calculations.

Note: The reported population weighted average includes only the countries with data across the 2 points in time.



Most middle-income countries had small
disparities between rural and urban areas,
while the LDCs had a higher incidence of
stunting in rural areas and larger and
persistent rural-urban gaps. Figure 2.20
displays prevalence by area. Most of the
non-LDCs had very little difference between
rural and urban areas, apart from Morocco
where children in rural areas were 2.3 times
more likely to be stunted than in urban areas.
The results are in line with global findings that
indicate that urban areas have on average lower
rates of stunting than rural areas. However,
research also suggests that socioeconomic
inequality is higher in urban areas (Van de Poel,
O’Donnell and Van Doorslaer, 2007). In contrast,
children in urban areas in Egypt and the State of
Palestine had a higher rate. Trend analysis
shows that gaps increased in most of the LDCs
(except Comoros) and Morocco.

4

As in spatial inequalities, most middle-
income countries had small disparities
between households with educated heads
and households with uneducated heads.
However, trend analysis shows persistent
and even increasing gaps in the LDCs.
Figure 2.21 depicts prevalence of stunting by
education of household head, indicating an
increase in inequality between the two groups
over time. Strikingly, the State of Palestine also
had a large increase in stunting in households
with uneducated heads. Parental education is an
important factor in improving child health
outcomes. Rather than focusing only on the
education of the mother, the present analysis
focuses on the educational attainment of the
household head, who having an elevated status
in the family is likely to affect the behaviour of
the mother and thus the outcome for the child
(Daoud and others, 2017).

Figure 2.20 Prevalence of stunting by type of area (Urban-rural-refugee camp)
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Figure 2.21 Prevalence of stunting by education of household head
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Figure 2.22 Prevalence of stunting by wealth quintile
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Disparities across wealth quintiles were in several LDCs over time. Middle-income
small in middle-income countries, but countries, such as Tunisia, Egypt, and the State
larger in the LDCs. Again, gaps between of Palestine, had only little variation in stunting

the poorest and richest quintiles increased  between wealth quintiles, whereas Comoros,



the Sudan and Yemen had stark and
growing disparities.

The results show a mixed picture of
inequality in stunting within the different
groups of extremes. Figure 2.23A shows that
Yemen, the Sudan and Morocco had the largest
gaps with regards to education of household
head and wealth quintile. The LDCs had the
largest gaps between big rural households and
small urban households. Morocco, the Sudan
and Yemen had an increase in inequality over
time for both groups considered, while
inequality remained steady in Mauritania.

The concentration index shows that the
level of inequality increased for most
countries, despite an overall decrease in
stunting. Figure 2.24 presents the average
annual rate of change (AARC) in stunting and in
the negative of the concentration index (CI-W).

Figure 2.23 Prevalence of stunting by group of extremes
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Egypt achieved a large decline in the
concentration index, which means that
prevalence of stunting is less unequal for the
endline year than for the baseline year. The
scatterplot shows that several countries are
clustered in the lower right quadrant of the
graph, indicating that the level of inequality
increased, despite an overall decrease in
stunting. Thus, prevalence of stunting is more
concentrated at the bottom end of the wealth
distribution in endline-survey data than in

the baseline-survey data. Statistical tests

also confirm the results and show an increase
in socioeconomic inequalities in stunting

for the Sudan, Comoros, Yemen and Morocco
(all countries in the lower right quadrant in
figure 2.24). For the State of Palestine and
Mauritania, no clear conclusion is possible,
while Egypt clearly had a decrease in
inequalities. See box 2.3 for more details
regarding statistical tests.

B. Group of extremes 2: spatiality and household size
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Figure 2.24 Scatter of average annual rate of change (AARC) in the negative Concentration Index

(Wagstaff) and the prevalence of stunting
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Source: Authors’ calculations.

Analysis of the later household surveys
provides a mixed picture of socioeconomic
disparities among Arab countries. For
some, like Egypt, there were no distinct
prevalence patterns across socioeconomic
characteristics, but there was an impressive
decrease in inequality. However, this decrease is
explained by an increase of stunting in more
advantaged groups (such as urban, wealthiest,
and households with educated heads). Ecker
and others (2016) suggest that absence of clear
patterns across socioeconomic characteristics in
Egypt could to some extent be explained by the
coverage of the food subsidy system, the local
health environment, and the differential impacts
of the crises in the 2000s. Other countries, like
Jordan, had very high inequality and high
disparities with regard to education of
household head. Morocco is a constant outlier,

having large disparities along all socioeconomic
characteristics, concealed by a relatively
moderate average of stunting. It must also be
noted that the data are quite outdated for
countries in conflict, like Iraq, Libya and Yemen.
Most likely, prevailing conflicts have severely
impacted health in all these countries.®

2. Child health — Overweight

If a child is too heavy for his or her height, s/he
suffers from overweight, which is often caused
by excessive calorie intake compared with
metabolic needs or activity level. In the long
term, overweight increases risk of diet-related
non-communicable diseases. The Arab region is
one where prevalence of overweight has been
increasing over time (UNICEF, WHO and World
Bank Group, 2018).
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Box 2.3 Using the concentration index and the concentration curve to assess socioeconomic
inequalities in child stunting

Results show that the child stunting concentration curves for Comoros, Egypt, Mauritania, Morocco, the Sudan
and Yemen are all clearly significantly different from the line of equality, which indicates socioeconomic
inequalities. The figures below show the example of the Sudan and the State of Palestine and Egypt, while the
graphs for the remaining countries are provided in the technical annex.

Figure 2.25 Concentration curve for the Sudan, the State of Palestine and Egypt

A. Sudan, 2000-2014 B. Palestine, 2006-2014 C. Egypt, 2000-2014
---I5-degrees — Sudan2000 —Sudan2014 - - - 45-degrees — Palestine 2006 — Palestine2014 - - - 45-degrees  — Eqypt2000 — Eqypt2014
10 10
09 09
08 08
07 07
06 06
05 05
04 04

03 03
02 02
11 ¢ 0
0 Ly

Source: Author’s caluclations.

When applying statistical tests and comparing initial time points with later time points, we can differentiate
three cases.

1. For Comoros, Morocco, Yemen and the Sudan, there is over the period an increase in socioeconomic
inequalities.

2. Forthe State of Palestine and Mauritania, there is no dominance of a curve over the other, which indicates
that even if some indices point to an increase of socioeconomic inequalities, it is possible to construct other
indices that will point to the opposite and vice versa.

3. For Egypt, there is over the period a robust decrease in socioeconomic inequalities.

For all the countries under investigation, the shortfall in child stunting is decreasing over the period, which
indicates that all possible rank-dependent shortfall indices displaying aversion to socioeconomic inequality are
decreasing. This very important result has the following implication: if one chooses any cut-off in social ranks and
computes the incidence of child stunting in the group of people with a socioeconomic status lower than that rank,
there will be a decrease in incidence of child stunting.

Figure 2.26 shows a mixed pattern of overweight decreased in most countries,
prevalence and trend of overweight in Libya experienced an increase. In most of
Arab countries. While incidence of the LDCs, prevalence of overweight decreased

Rethinking Inequality in Arab Countries Inequalities in Health
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over time. Even though the number halved over proxy marker of the double burden of

time, Comoros is among the few African malnutrition, which is a typical characteristic of
countries with an overweight rate above 10 populations in the nutrition transition phase
per cent. Moreover, Comoros also had a high (WHO, 2017). Libya was also affected by this
rate of stunting. Coexistences of a high rate of double burden, with an increase in both

stunting with a high rate of overweight can be a stunting and overweight rates over time.

Figure 2.26 Prevalence of overweight (>2 SD)

W Overweight baseline m Qverweight endline
4%
35%
30%
%%
h

15%
N lRERJN. 1
m L

YEM  Population
{2002 2012] (2002 2012} (2011) (2007 2014] IZU(]ﬂ 2014] l2[)05 2014] lZﬂUﬂ 2011) IZUUS ZﬂlI] IZU(H 2015] |2uno 2012} IZUEIU 20!4) (2003-2013) wewghtged

= n
= ==

Source: Authors’ calculations.
Note: The reported population weighted average includes only the countries with data across the 2 points in time.

Figure 2.27 Prevalence of overweight by type of area (Urban-rural-refugee camp)
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There is no clear pattern as to whether Palestine, and Libya, overweight was more
overweight was more common in rural or common in rural areas, while the opposite is
urban areas. Figure 2.27 shows that there was true for the remaining countries. In terms of

no large variation in prevalence of overweight temporal trend, the ratios indicate that
between rural and urban areas for most inequality increased in some countries, such as
countries. In the Sudan, Jordan, the State of in Jordan and the Sudan.

Figure 2.28 Prevalence of overweight children by education of household head
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Figure 2.29 Prevalence of overweight children by wealth quintile
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Figure 2.30 Prevalence of overweight children by group of extremes
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Source: Authors’ calculations.

As figure 2.28 indicates, in several countries,
disparities exist between households with
educated heads and households with
uneducated heads, but the link between
education of household head and
malnutrition is unclear. Overweight seems
generally higher in households with educated
heads relative to non-educated heads. Yemen
is the only country where households with
uneducated heads had a slightly higher
prevalence of overweight. As for temporal
trend, Libya and Mauritania had an increase in
inequality, while most other countries managed
to narrow the gap. However, overall, the picture
is mixed.

Disaggregation by wealth quintile exhibits no
clear temporal pattern; in most countries,
disparities were rather small, with no large
changes over time.

Considering groups having combined
characteristics shows that in several
countries, children from rich households

with educated heads may suffer more
from overweight. This is particularly
evident in the cases of Morocco and Iraq.
Inequalities increased in Morocco and Iraq
while the remaining countries had only little
gaps with a slight increase in inequality over
time (figure 2.30). In Morocco and Iraq, children
in the non-deprived group were almost 3 times
more likely to be overweight than children in the
deprived group.

E. Determinants of probability
of deprivation in stunting

This section assesses determinants

of deprivation in health in relation to
household socioeconomic characteristics.
Using a logistic regression to analyse likelihood
of deprivation, the aim is to discern the key
determinants of the probability of being
deprived in health and how their
magnitude/importance changed overtime. The
health indicator used as a dependent variable is
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stunting, as defined in the Arab socioeconomic group compared with other
Multidimensional Poverty Index (MPI) at groups and the changes over time provides
household level, i.e., a household is considered insight into the drivers of inequality in a
afflicted if it has any under-five child suffering multivariate model. The methodology is
moderate or severe acute stunting. Assessing described in detail in the technical annex, along
the probability of being deprived for a specific with the results of the logistic regression.°

Figure 2.31 Probability of deprivation in stunting: cases of Morocco and the Sudan
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Table 2.1 below presents the results for ten
countries; with six having results for two time
points. The findings are as follows:

1. Large households (at least 9 members) and
those in the poorest wealth quintile faced a
higher probability of deprivation in almost
all countries, and this persisted across the
two time points considered for the countries
for which data are available.

2. Alarger probability is associated with the
household head being 25-34 years of age,
and this holds across countries and time.

As the indicator is defined at household
level, this finding and the decline in
probability of deprivation with age of
household head are explained by the
demographic structure and fertility and age.

3. Female-headed households have a
significantly lower probability of
deprivation, except for Iraq. For household
wealth and size, the results confirm the
expected gradient: probability of deprivation
declined significantly when comparing the
poorest with the richest households, and
larger with smaller households.

4. Probability of deprivation was significantly
higher in rural areas, and this is the case in
all countries, except for the State of
Palestine where urban areas and camps had
a higher probability.

The above indicates that monetary poverty as
proxied by the wealth index, sex and age of
household head, type of area of residence
(urban, rural, camp) and household size are
important aspects to consider when designing
social protection schemes and health
programmes geared towards reducing stunting
and addressing inequality. However, the pattern
across countries and time for gender of

household head and type of area of residence is
less clear. Figure 2.31 presents the findings for
the most recent year, comparing Morocco, a
middle-income country, with the Sudan, a LDC.

Comparing probability of deprivation for the
two time points indicates that for all countries
examined, except for Mauritania, there
was an improvement in stunting. Moreover,
as shown in table 2.1, probability of deprivation
declined for almost all socioeconomic groups.
Exploring whether all groups benefited equally
requires assessing the difference in probability
and magnitude of decline across groups.

In terms of household wealth, Jordan, the State
of Palestine, Egypt, Libya, Morocco, and the
Sudan experienced a higher reduction in
probability of deprivation among the poorest,
which contributed to reducing inequality.

In contrast, in Iraq, Jordan, Comoros, and
Yemen, the decline of probability of deprivation
was slightly higher among well-off households.
In terms of education of household head,
reduction in probability of deprivation was
slightly higher for the poorest households, as in
Jordan and the State of Palestine, or the poorest
and richest households benefited equally, as in
Morocco, the Sudan, and Yemen. For household
size, reduction in probability of deprivation was
higher among large households in Egypt,
Jordan, Morocco, and the State of Palestine,
while in the Sudan, Comoros and Yemen, the
opposite is observed. These findings point to
the key household characteristics to consider
when addressing deprivation and inequality in
health. However, specific policy prescriptions
and evaluations of former policies would vary
across countries. Figure 2.32 shows a plot of
probability of deprivation by household wealth
and household size for the two time points for
the Sudan and Morocco.
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Figure 2.32 Change in probability of deprivation in stunting by household wealth and education
of household head
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Table 2.1 Probability of deprivation in stunting

Probability of deprivation in stunting (Percentage)

State of
Palestine Jordan Egypt Tunisia Mauritania Comoros Yemen
mmmmmmmmmmmm mmmm

DT Fomale 137 226 101 505 243 351 16.1

fiead Male 1.9 168 124 189 132 87 574 319 381 25 352
17-24 143 130 175 40 231 271 318 239 58 32 549 381 491 498 377 407
25-34 265 167 204 108 316 280 335 280 175 138 632 514 409 522 348 587

':2: d°f household - SEERP 129 74 109 43 210 153 204 169 134 72 588 431 378 507 252 419
45-54 59 23 34 11 103 50 133 83 76 24 558 275 313 458 131 263
55+ 63 42 26 14 124 49 162 102 54 07 490 168 344 472 11 242
None 112 110 123 214 85 37 604 334 397 387 503 213 357
Primary 1no 72 146 1938 84 28 538 301 338 356 478 169 358

Eg::::glr:i (:e ad Preparatory 122 6.6 11.0 190 14 44 - - = - - 19.9 i
Secondary 121 6.0 M7 170 69 16 529 284 314 320 466 120 332

Higher 12.7 5.3 13.1 16.3 8.0 46.4 241 = = 430 175 29.7



Probability of deprivation in stunting (Percentage)

State of
Palestine Jordan Egy

Comoros Yemen

pt tania
oo | e | o |z | 2w | e | o | s | o | | o | e | 2o | | 2 | vz |

1-4 45 3.0 3.1 1.7 8.4 7.9 1.8 6.0 3.7 2.1 498 149 306 331 453 101 15.2
5-6 8.5 5.1 6.5 3.1 11.7 12.8 13.8 10.2 6.6 3.2 55.9 26.3 36.8 37.1 45.1 17.2 25.6
Household size
7-8 10.5 6.6 8.5 44 157 188 155 140 106 4.9 595 323 356 382 470 222 31.1
9+ 19.6 13.6 14.9 6.6 5.8 40.5 31.1 23.7 19.5 1.4 58.7 454 411 42.7 52.9 31.6 48.9
Poorest 15.7 11.5 6.0 20.1 186 148 4.2 616 345 470 478 532 270 433
Poor 12.0 8.2 2.1 173 13.6 8.6 3.2 608 337 443 428 526 230 4.1
Household wealth WYL 10.7 7.6 3.2 16.3 11.2 5.7 1.8 615 345 387 393 488 145 36.3
Rich 11.2 59 2.5 15.3 8.8 5.1 3.2 56.6 29.1 30.2 34.0 48.8 19.3 294
Richest 8.9 4.2 1.3 116 9.5 43 24 428 220 254 281 428 152 22.4
Urban 13.0 7.1 14.3 6.8 2.6 56.1 249 38.8 433
L Rural 95 101 178 93 37 5719 335 365 50.9
residence
Camp 12.0

Source: Authors’ calculations.
Note: Only probabilities based on significant coefficients are shown.
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F. Inequality in child and maternal
health opportunity

The preceding analysis of inequality of
outcome in 12 Arab countries between
2000 and 2014 indicates that significant
progress was achieved in child and
maternal health. In addition, several countries
managed to reduce inequalities, though some
persisted, particularly between poor and rich and
between households with educated heads and
households with uneducated heads. Moreover,
inequalities were more pronounced in the LDCs
and countries emerging from conflict, and for
several indicators, disaggregation by wealth
quintile and education of household head
indicates considerable persistent gaps.

Socioeconomic inequalities due to
circumstances at birth, which are beyond the

control of the individual, are regarded as
fundamentally unjust and tend to stoke
feelings of marginalisation and social
discontent. In this section, we examine how
circumstances at birth shape selected child
nutrition and health indicators, with a focus
on four circumstantial factors; namely,
gender, educational level of household head,
household wealth and type of area of
residence (urban, rural). Inequality of
opportunity is measured by a dissimilarity
index (D-index)** that ranges from 0 to 100,
with higher values reflecting a higher degree
of inequality. Contribution of each
circumstantial factor is then examined

using Shapley decomposition. The analysis
is conducted for 11 Arab countries, and,
where data permits, trends are assessed.

Figure 2.33 Dissimilarity index (D-index) for selected health indicators (Percentage)
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Source: Authors’ calculations.

Note: Available data did not allow constructing the specified indicator in the following cases: Infant mortality for Irag 2000,

Comoros 2000, the Sudan 2000, Yemen 2003 and Morocco 2011; skilled delivery for the Sudan 2000 and the State of Palestine
2014; child full immunisation for Morocco 2011. In the cases of the State of Palestine and Morocco, where the missing data are

for the later year, the D-index for the earlier year is not reported in the graph, but is 0.73 for skilled delivery in the State of
Palestine 2006, and 18.62 and 2.38 for infant mortality rate and child full immunisation in Morocco 2003, respectively.



Health opportunity and its main driver
depend on the indicators and vary widely
among countries. Yet, in general,
inequality of opportunity persists in the
Arab region, and in many countries,
inequality of opportunity in infant
mortality, stunting and child immunisation
increased over time. Across countries with
two time points, IOP in infant mortality
increased over time, except for Libya and Egypt.
Figure 2.33 shows that in most countries, the
highest levels of IOP among the selected
indicators were in infant mortality rates. For
stunting, there is wide variation among
countries; while IOP decreased in countries such
as Libya, Egypt and the State of Palestine, it
increased in Jordan, Morocco and the LDCs. IOP
in child immunisation increased in several
countries, including Libya, Egypt and Comoros.
IOP in SBA decreased in most countries, apart
from Comoros, a LDC, and conflict-ridden
Yemen. Hence, while outcome analysis
generally shows downward trends in
inequalities, inequality of opportunity shows
higher incidences of increasing inequality,
suggesting that the two inequality measures are
not necessarily moving in tandem in the region.

In the following sub-sections, these indicators
and their drivers are discussed separately.
Conflict may have a detrimental impact on
health, for example, increasing chronic
malnutrition, especially among children. This is
closely linked to the ruin wrought by conflict on
health facilities and water and sanitation
infrastructure, in addition to restrictions on
humanitarian aid dispatches and healthcare
access. Nonetheless, conflict intensity may vary
across different areas within a country,
impacting inequality variedly. To capture such
conflict peculiarities, our analysis accounts for
the impact of residing in Gaza in the case of the
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State of Palestine and in Kurdistan in the case of
Irag. Gaza is a relatively high conflict intensity
area in the State of Palestine, as opposed to the
case of Kurdistan, which, due to relative peace
and security, tends to fare better than other
regions in Iraq in terms of health and other
socioeconomic indicators.

1. Stunting

Most countries recorded a decline in
overall prevalence of stunting; yet,
variations in IOP existed within them.

As shown in figure 2.34, wealth and education
of household head were generally the key
drivers of inequality in stunting. A change in
drivers of likelihood of child stunting is
noticeable across countries where there are
two surveys. Thus, contribution of household
wealth rose considerably in Libya and the LDCs
but decreased in both Egypt and Iraq; while
contribution of education of household head
increased in several countries, most remarkably
in the State of Palestine where it became a
main driver.

For the State of Palestine, contribution of
residing in Gaza to IOP in stunting decreased in
2014 relative to 2006. For Iraq, contribution of
being in Kurdistan is high and has increased in
2011 relative to 2000. Both cases show that
residing in areas of different conflict intensity
contributes markedly to inequality of
opportunity within the affected country.

Nonetheless, generally, contribution of type of
area of residence was moderate and decreased
over time in most countries. Contribution of
gender was fairly low in most countries. Egypt
stands out as an exception, with contribution of
gender soaring to become a main driver and
warrants further investigation.

Rethinking Inequality in Arab Countries Inequalities in Health



56

Figure 2.34 Shapley decomposition for stunting (Percentage)

m Wealth ~ mm Education of household head

002 202
JOR

0
TUN

2000 2014
LBY

2000 2014
EGY

M Area of residence

"
0
0
"
0
50
0
0
0
1
: b

2006 2014 | 2000 2011

W Gaza o Kurdstan m Child's sex

203 2011
MAR

2000 2012
COM

2000 2014
SON

2003 203

PSE IRQ YEM

Source: Authors’ calculations.

2. Infant mortality

Notwithstanding a decline in infant
mortality rates, IOP in infant mortality
increased over the time period under
consideration. As depicted in figure 2.33,
infant mortality had the highest levels of IOP
among the selected indicators. Wealth and
education of household head were generally the
main drivers. Overall, contribution of household
wealth increased and remained particularly
sizeable in the LDCs. The State of Palestine
stands out as an exception with contribution of
household wealth declining, in parallel with
considerable rises in contribution of education
of household head.

Education of household head was a main driver
of inequality in infant mortality in middle-income
countries, such as Algeria, Tunisia, and Jordan.
Spatial inequalities generally declined, most
remarkably in Jordan, but remained moderate
across the vast majority of countries. As in the
case of stunting, residing in Gaza, in the case of

the State of Palestine, and in Kurdistan, in the
case of Iraq, contributed to IOP in infant
mortality. However, their contributions to IOP in
infant mortality are markedly lower than for IOP
in reducing stunting. Gender contributions were
relatively low in most countries.

3. Child immunisation

Child immunisation rates improved
significantly. Yet, there remained variations
in IOP. In most countries, household wealth,
education of household head and type of area of
residence played a substantial role. Contribution
of wealth rose significantly in several countries,
such as Jordan and Comoros, but remained fairly
steady across others.

Despite being a key driver of immunisation,
contribution of education of household head
decreased over time, except for the State of
Palestine. A similar decreasing pattern is
marked for type of area of residence in the cases
of Jordan and the Sudan, as opposed to the



cases of Egypt and Iraqg. In this regard,
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increased. Contribution of gender was minimal
contribution of being in Gaza and Kurdistan also  in

nearly all countries.

Figure 2.35 Shapley decomposition for infant mortality (Percentage)
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Figure 2.36 Shapley decomposition for child immunisation (Percentage)
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Figure 2.37 Shapley decomposition for skilled birth attendance (Percentage)
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4. Skilled birth attendance G. Summary

For SBA, as shown in figure 2.33, almost
all countries recorded a decrease in I0P.
In general, among the selected indicators, SBA
is most consistent, with both inequality of
opportunity and inequality of outcome
declining, apart from in few LDCs and conflict-
afflicted countries. As shown in figure 2.37, the
three main determinants of skilled delivery are
household wealth, education of household
head, and type of area of residence. Most
countries experienced an increase in
contribution of household wealth, especially

in Libya, Irag and Comoros.

Impact of education of household head
decreased in most countries, with the
decrease being substantial in Irag and Yemen.
Similarly, contribution of type of area of
residence also decreased in most countries;
most staggeringly in Libya. In Irag, however, it
increased considerably.

Generally, the Arab region achieved progress in
health. Yet, inequalities in health outcomes and
opportunity remained widespread.

Analysis of determinants of health outcomes
reveals that access to improved water supply
and sanitation varies across the countries
studied; while some middle-income countries
achieved near universal access, the LDCs still
lag. Additionally, there were persistent gaps
between rural and urban areas in several
countries that grew larger over time and that
need to be addressed. In access to maternal
healthcare, great improvements in SBA were
marked across the region, coupled with a
decrease in inequality across all characteristics
in all countries. However, although the LDCs
achieved a big decrease in inequalities over
time, there were still major gaps that need

to be addressed, especially between rural
and urban areas.



Consideration of inequalities in child health
outcomes; namely, mortality and malnutrition,
also provides key insights. The Arab region
achieved a sizeable decline in infant mortality
rates. Nonetheless, gaps between rural and
urban areas and between the richest and the
poorest persisted. For malnutrition, there was
an overall decline in the rate of stunting over
time for most countries, accompanied,
however, by growing inequality over time
with respect to several socioeconomic
characteristics, especially in the LDCs. Indeed,
the findings from the logistic model in section
E reveal that probability of stunting decreased
over time, but that, nonetheless, household
wealth, household size, and type of area of
residence, and sex and age of the household
head remained critical factors. While stunting
is more pressing in the LDCs, child overweight
results are mixed, for it seems prevalent in both
middle-income countries and the LDCs.
Additionally, several Arab countries, including
the non-LDCs, were affected by the double
burden of malnutrition (i.e., high rates of both
stunting and overweight).
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Furthermore, analysis indicates that in
several countries, inequality of opportunity
in infant mortality, stunting and child
immunisation increased over time, while IOP
in SBA decreased in most countries, apart
from the LDCs and the conflict-afflicted
countries. Overall, when it comes to health
opportunity and its main drivers, there were
wide variations among countries and
among indicators, but, clearly, IOP persisted,
with socioeconomic background being the
key determinant.

Such inequalities of health outcomes and
opportunity may have adverse impacts on
human capital formation and economic activity
in the Arab region. Since it has a direct effect on
cognitive development and ability to learn,
especially in early childhood, poor health may
negatively affect educational outcomes.
Likewise, it may affect productivity and
economic activity. Hence, to promote human
capital and wellbeing, Arab countries need to
address inequalities in health, as per SDG 3
and SDG 10.
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3. Inequality in Education

A. Introduction

Given its wide recognition as a stimulant of
economic prosperity and development,
education has been, over the past few decades,
a prime concern on national and international
agendas. Extensive literature, particularly that
advocating the endogenous growth theory,
emphasises the role of education as the main
driver of human capital, which ultimately
translates into higher productivity and

national output, as well as of technological
breakthroughs (Romer,1986, 1990; and Lucas,
1988;). Moreover, economic and social
spillovers of education are numerous, such as
lessening dependency on government financial
assistance, strengthening social cohesion
(Merisotis,1998) and reducing crime rates
(Lochner and Moretti, 2004). Apart from
economic growth and social welfare, education
is fundamental to securing life chances of
individuals and ensuring social equity.

As articulated in the UNESCO’s “Sustainable
Development Begins with Education” (2014)
report, education received at early years and
during adolescence shapes knowledge and
cognitive skills, transition to work and
employment opportunities, as well as lifetime
wellbeing. More importantly, education is a
foremost means through which the vicious cycle
of intergenerational transmission of poverty is
broken and social mobility is promoted. Indeed,
attainment of the seventeen SDGs is
ultimately predicated upon adequate
educational provision.

Figure 3.1 Global disparities in adult literacy rates,
age 15 and above

W Arab countries World
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Source: World Bank, “Literacy rate, adult total (percentage
of people ages 15 and above)”, World Development
Indicators database. Available at
https://data.worldbank.org/indicator/se.adt.litr.zs

(accessed on 14 September 2019).

Arab countries have long acknowledged the
merits of education and have, since the
Education for All (EFA) Dakar Framework in
2000, pledged to enhance their educational
systems. Figure 3.1 assesses adult literacy rates
in the region relative to the world over the
period 2000-2016. As shown, over that
period, literacy rose to reach nearly 74.2
per cent, coming closer to world average.
Yet, the region was still far from reaching the
goal of universal literacy, and, more
importantly, ability to merely read and write is
inadequate for coping with the rising intricate
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technological and economic dynamics of the
twenty-first century and may not nowadays
even guarantee a subsistence wage. According
to UNESCO (2013), at least a lower secondary
education is needed to have the foundational
skills necessary for finding work that pays a
decent wage. In this regard, the Arab
region achieved a steady progress in
mean years of schooling, which reached
7 by 2017. However, this still falls short
of bridging the gap with the world
average of 8.4 years.!?

Against this backdrop, this chapter assesses
progress in educational outlook and inequalities
of educational outcomes and opportunity. The
first part addresses inequality of outcome,
thoroughly discussing levels and trends of three
main indicators: net attendance rates,
completion rates for various educational levels,
and average years of schooling. Primary and
secondary completion rates are regarded as
inputs to human capital accumulation in society,
while average years of schooling can be
regarded as a proxy outcome indicator. All
indicators are analysed in terms of the
predominant educational inequalities of type of
area of residence and socioeconomic
characteristics of the household; namely,
household wealth and education of household
head. Groups of extremes that hold several
combined characteristics are also investigated.
The analysis is conducted for two age groups.
Section B focuses on the young cohort (6-25),
which constitutes the bulk of the populations
and the target for breaking poverty cycles, while
section C addresses the adult cohort (25 and
above) to highlight the higher education-
employment nexus. Using a logistic model,
section D then addresses the factors affecting
probability of deprivation in school attendance,
while section E presents inequality in
educational attainment opportunity, focusing

primarily on the young cohort (age 6-25). Using
logistic regression models, the latter section
aims to identify socioeconomic drivers of
educational inequality and evaluates
evolvement of IOP as measured by the D-index
and its drivers over time using the Shapley
decomposition. Finally, the last section provides
an overview.

It is important to note that the data on education
used here are extracted from household
surveys, in which they were collected to provide
a background characteristic for assessing health
status of women and children. This is especially
the case for the earlier surveys conducted
between 2000 and 2007. In other words, the aim
of the surveys was not to give a thorough
assessment of the educational status of each
person, but to offer a background characteristic
for development and health status of a country.
Thus, the data do not include information on
quality of education, but may, nevertheless,

still provide an insightful overview of it.**
Quantitative measures of access to education
are complemented with qualitative information
whenever possible. The educational systems
were harmonised to reflect the years of
schooling of each person. The technical annex
provides detailed information on the
harmonisation process and on the construction
of the education indicators.

B. Inequalities in educational
attainment and completion
for children and youth

1. Primary Net Attendance Rate (NAR) —
Adjusted

Primary Net Attendance Rate (Adjusted, also
referred to as NAR) is defined as the total
number of students of the official primary



school-age group (following the national
definition of primary age group for each country
and time point) who attended primary or
secondary education (excluding pre-primary
education) at any time during the reference
academic year, expressed as a percentage of the
corresponding population.

The rate is termed adjusted since it includes not
only students who are enrolled at the primary
level, but also those who participate in
secondary-level education, as they may have
accessed primary education earlier than the
official entry age or may have skipped classes
due to their performance. Thus, the adjusted
rate is a measure of participation in primary and
secondary levels of education. An increase in
NAR could have several reasons: there may be
an improvement in participation, or a decrease
of the target population, or both. As the data
collection period for the household surveys

Figure 3.2 Primary Net Attendance Rate (Adjusted)

m Net Attendance Rate (baseline)
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used is not always aligned with the academic
year, the reference points for age at attendance
have been adjusted, whenever necessary,
according to the UNESCO UIS Guidelines on
quality standards (UNESCO, n.d.).*

Figure 3.2 shows NAR for our sample of 10 Arab
countries.” Algeria, Libya, Tunisia, and the State
of Palestine had a very high NAR, with near
universal enrolment. Egypt and Iraq had slightly
lower levels in the baseline time point but show
significant improvements in the succeeding 15
years. Akkair (2004) stresses that free education
provided by the state has been a central part of
the social contract in most countries of the
region. However, he also acknowledges that the
high population growth is a major challenge to
the education system and that opportunities for
vocational training or secondary/tertiary
education are mainly provided for selected
groups only.

m Net Attendance Rate (endline)

Primary Net Attendance Rate {percentage)
oS sss=EsEse=s
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Source: Authors’ calculations.

Note: The reported population weighted average includes only the countries with data across the 2 points in time.
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Several countries of the region grapple with the NAR reflect the efforts that Arab countries had
problem of out-of-school population. To get exerted to increase enrolment at the primary
specific groups of marginalised children into the  level. However, several countries, especially the
education system and make them stay in school LDCs, still lagged. Mauritania, for example, had
requires specific well-targeted strategies the lowest NAR of all countries and had
(UNICEF and UNESCO, 2015). Improvements in achieved very little improvement over time.*®

Figure 3.3 Primary Net Attendance Rate (Adjusted) by type of area (Urban-rural-refugee camp)
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Source: Authors’ calculations.

Figure 3.4 Primary Net Attendance Rate (Adjusted) by wealth quintile
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Disaggregation of NAR by type of area
(rural-urban) shows that several countries
had achieved near universal primary
enrolment with no major differences
between areas. The small gaps that existed in
Algeria and Egypt in the baseline surveys
appeared closed in the endline surveys, due to
successful targeting of disadvantaged groups.
The LDCs, however, show persistent gaps
between rural and urban areas, notwithstanding
a considerable increase in NAR for rural areas in
the Sudan.

Disaggregation by wealth quintiles shows
that gaps between the poorest and the
richest persisted mainly in the LDCs, while
in most of the non-LDCs, there were

no major gaps. Among the latter, only Iraq still
showed disparities. Figure 3.4 shows that the
gaps were wide and persistent in Mauritania
and the Sudan.

Several studies strongly associate higher
educational outcomes and performance with
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higher levels of parents’ education (Smits
and Huisman, 2012; Peragine and others, 2015;
and Hashemi and Intini, 2015). Generally,
educated parents place a high value on
education. Indeed, aiming to secure the
educational fulfilment of their children,
parents with a given level of socioeconomic
background aspire that their young benefit
from a similar or higher social status (Breen
and Goldthrope, 1997). This fundamentally
relates to intergenerational transmission of
educational attainment and the need for
securing educational mobility for children
born to uneducated parents. Figure 3.5
presents the NAR by educational level of
household head.

Tunisia, Egypt, the State of Palestine,
and Algeria had only minor differences
between households with educated heads
and households with uneducated heads,
while the LDCs and Iraq had larger
disparities. In the Sudan, the gaps even
widened over time.

Figure 3.5 Primary Net Attendance Rate (Adjusted) by education of household head
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Figure 3.6 Primary Net Attendance Rate (Adjusted) by group of extremes

A. Group of extremes 1: household wealth and education of household head
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Note: Note that to ensure statistical representativeness, the results are only presented for countries in which the sample size

of groups of extremes exceeds 50 unweighted cases.

Finally, two groups of extremes with a
combination of socioeconomic characteristics,
are considered. Figure 3.6 shows that
progress in NAR is reduced for children
deprived in multiple socioeconomic
dimensions simultaneously. Although
more pronounced in group of extremes 1,
this pattern is consistent across the two
groups. Figure 3.6A clearly shows that, apart
from Egypt, Algeria, Libya, and Tunisia, the gap
between children from the most deprived group
and their peers from the most advantaged
group largely persisted, with the gap not
narrowing whatsoever over time in Mauritania.
Nonetheless, in all other countries for which
information for two time points is available,
children from the most deprived group had a
much higher attendance rate in the endline
survey, compared with the baseline survey.

2. Primary completion rate

Primary completion rate is defined as the
percentage of youth/children 3-5 years
above the intended age for primary
graduation who have completed 6 years
of schooling.'” Intended age of primary
graduation is the age at which students
would have graduated had they started
school at the official entry age, studied all
years and progressed without repeating
or skipping a grade,*® which indicates how
many persons actually enter school on time
and complete primary education without
excessive delay. Low rates can, thus,
indicate low or delayed entry into the
primary level, high drop-out or repetition
rates, late completion, or a combination
of all.



Figure 3.7 Primary completion rate
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Note: The reported population weighted average includes only the countries with data across the 2 points in time.

Disaggregation by socioeconomic
characteristics helps identify groups of
population excluded from primary education or
who do not successfully complete it.

Figure 3.7 shows that the primary
completion rate varied considerably
among the countries considered. The State
of Palestine and Jordan had the highest
completion rates and all other countries
achieved improvements over time. However,
countries like Mauritania and Yemen had very
low rates, even relative to the other LDCs.
Remarkably, Iragq and Morocco had lower rates
than the two other LDCs.

Disaggregation by type of area (rural-
urban) indicates vast disparities in several
countries (figure 3.8). The State of Palestine

and Jordan had only marginal differences and
Egypt managed to successfully close the gap,
while Algeria and Tunisia had some minor gaps.
All remaining countries had large disparities
that were persistent over time. Thus, children in
rural areas were still disadvantaged compared
with their peers in urban areas. Furthermore,
persistence of gaps indicates that efforts to
include more children in rural areas need to be
strengthened.

A similar picture is found for disparities by
wealth quintile. Again, Jordan and the State
of Palestine had the smallest gaps, while all
other countries had very large disparities.
Although the two quintiles are not directly
comparable across time, figure 3.9 indicates
that gaps were persistent and, in some cases,

as in Iraqg, even growing.
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Figure 3.8 Primary completion rate by type of area (Urban-rural-refugee camp)
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Figure 3.9 Primary completion rate by wealth quintile
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Disaggregation by education of household with uneducated heads decreased over time
head shows large disparities. Notably, in Jordan and, to a lesser extent, in the State
completion rate of children in households of Palestine, while it increased in the



remaining countries. However, even though
gaps were decreasing, indicating more equity,
figure 3.10 shows clearly that there were
across all countries persistent gaps that need
to be tackled.

Results across the two groups of
extremes show that gaps were persistent
for most of the countries considered
(figure 3.11). Once again, gaps were

wider at group of extremes 1, and in several
cases, as in Yemen, Irag and even Jordan,
endline gaps were larger than baseline

gaps. Although wealth and education of
household head can be analysed separately,
they are closely related; educated household
heads tend to have better incomes to finance

n

the education of their children, which may
explain why gaps are wider for group of
extremes 1. This suggests that more effort is
needed to ensure inclusion of children born into
households from the poorest quintile to
uneducated parents.

Figure 3.12 shows the average annual rate
of change in the concentration index of

the primary completion rate and the change
in that primary completion rate itself. Most
countries are clustered in the left corner of
the figure, which translates into an increase
in the rate and a decrease in inequality.
Having had some increases in inequality,
Jordan, the State of Palestine, and Morocco
are exceptions.

Figure 3.10 Primary completion rate by education of household head
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Figure 3.11 Primary completion rate by group of extremes

A. Group of extremes 1: household wealth and education of household head
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In conclusion, in primary attendance and
completion rates for youth, there has generally
been substantial progress and inequality
reduction between socioeconomic groups.
Nonetheless, progress in primary completion
rates slackened considerably in comparison
with attendance rates. Countries that have a

high primary NAR do not necessarily have a
high primary completion rate. Iraq is one such
example. Furthermore, while progress in
completion was generally accompanied with
decreasing inequalities, present gaps between
different socioeconomic groups are wider in
comparison with attendance rates.
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Figure 3.12 Average annual rate of change in concentration index of primary completion rate
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3. Secondary schooling — Secondary
Net Attendance Rate (Adjusted)

The secondary Net Attendance Rate (NAR)
indicates, in per cent, how many students in
secondary school age are enrolled in secondary
or higher education. Figure 3.13 shows large
variations across the 10 countries

considered. Egypt had the highest rate; even at
the baseline time point, its achievement was
higher than that of most others. The Sudan

and Mauritania achieved significant progress
over time. However, their level was still very
low in comparison. Across all countries,
attendance rates were lower at secondary than
at primary schooling.

Figure 3.13 Secondary Net Attendance Rate (Adjusted)
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Note: The reported population weighted average includes only the countries with data across the 2 points in time.
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Figure 3.14 Secondary Net Attendance Rate
(Adjusted) by type of area (Urban-rural-refugee camp)

Figure 3.15 Secondary Net Attendance Rate
(Adjusted) by education of household head
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As in primary schooling, gaps between rural
and urban areas were wide, and, in contrast
with the case of primary schooling, this is the
case for several of the non-LDCs, like Tunisia
and Algeria. Thus, across the entire region,
there was still a great need for improving access
to secondary education, especially in rural
areas. Also, remarkably, except for Egypt and
the State of Palestine, large gaps persisted.

Large disparities are evident as well in
relation to education of household head.
Strikingly, these disparities worsened
significantly in the Sudan. Although secondary
NAR for children living in households with
uneducated heads improved, figure 3.15 shows
clearly that, at least in the LDCs, the more
disadvantaged groups did not catch up as fast.
This contrasts with the case of primary NAR
and completion rates, where the decrease in
inequality stemmed from improvements for the
more disadvantaged groups.

Figure 3.16 Secondary Net Attendance Rate
(Adjusted) by wealth quintile
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Figure 3.17 Secondary Net Attendance Rate (Adjusted) by group of extremes

A. Group of extremes 1: household wealth and education of household head
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Disparities by wealth quintile have a
similar pattern. In Egypt, inequality between
the richest and the poorest quintiles decreased.
In the Sudan, Iraq and Mauritania, the gaps
between income brackets grew wider, with the
secondary NAR improving significantly for the
richest quintile. In Egypt, the case was quite the
opposite: the poorest wealth quintile had
significant improvement, while the rate slightly
decreased for the richest, which is expected
when a country approaches an attendance rate
of 100 per cent.

Analysis by the two groups of extremes
also reinforces the above findings. In most
countries, particularly the LDCs, gaps persisted
or widened, especially for group of extremes 1.
In the Sudan, whatever progress was achieved,
it disproportionately benefited the already
better off.

4. Secondary completion rate

Secondary completion rate is defined
as the percentage of young people 3-5
years above the intended age for
graduation from secondary school
that have completed twelve years

of schooling.*®

As in the case of primary schooling, secondary
completion rates are much lower than
attendance rates.

Figure 3.18 indicates very low
achievement in secondary completion
rates in most countries. Libya had a
rather high rate. Egypt, Jordan, the State
of Palestine, and Tunisia had a medium
rate. However, the LDCs achieved
significant progress.
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Figure 3.18 Secondary completion rate
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Note: The reported population weighted average includes only the countries with data across the 2 points in time.

Figure 3.19 Secondary completion rate by type of area (Urban-rural-refugee camp)
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Disaggregation of completion rate by that several countries achieved tremendous
socioeconomic characteristics can help identify progress over time, but mainly in urban
especially the disadvantaged. Figure 3.19 shows areas, with rural areas still lagging.



Figure 3.20 shows large disparities across
wealth quintiles in all countries, with the
largest improvements being for the richest
quintile. However, middle quintiles were also
increasingly participating in secondary education
in the LDCs. Most of the non-LDCs, however, had
stark persistent disparities between quintiles.

Figure 3.21 also shows large disparities
by educational level of household head.
While several countries had some
decline in inequality, gaps persisted,
as households with educated heads
achieved much more progress than
their counterparts.

Figure 3.20 Secondary completion rate by wealth quintile
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Figure 3.21 Secondary completion rate by education of household head
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As is evident from figure 3.22, gaps As regards average annual changes in the
between the two groups of extremes concentration index of the rate and the
persisted and had widened, particularly in changes in the rate itself, figure 3.23

the LDCs. Jordan, the State of Palestine and indicates that most of the countries

Libya had very minor gaps between groups of examined had less inequality and a
extremes 2, but, nonetheless, had substantial growing participation of youth at the
gaps between groups of extremes 1. secondary level.

Figure 3.22 Secondary completion rate by group of extremes

A. Group of extremes 1: household wealth and education of household head B. Group of extremes 2: spatiality and household size
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Figure 3.23 Average annual rate of change in concentration index of secondary completion rate
— 18%
g o T 16
= 1%
s o (OM 2%
:;‘:;_ 10%
g 8%
“g o EGY 6%
% SN @ m
2 i)
= o PSE o JOR
= 0%
9 8% T i 5 4 3 2 1% 0% 1%

AARC in concentration index (percentagel

Source: Authors’ calculations.



In conclusion, attendance and completion rates
are lower at secondary schooling than at
primary schooling. Several countries had a very
low secondary NAR and a very low secondary
completion rate. Notwithstanding significant
progress in narrowing inequality gaps, these
persisted and were still staggering. Hence, more
effort is needed to include adequately the more
disadvantaged and decrease inequalities.

C. Inequality in educational attainment
and completion rates for population
aged 25 and above

1. Completion rates: primary, secondary
and tertiary Levels

Countries differ in definitions of primary,
secondary, and tertiary education, as well as in
durations of the three cycles. Hence, completion
of 6, 12, and 15 years of schooling are taken as
proxies. Rates are defined as the percentage of
population above the cycle-specific completion
age who have completed the respective years of

Figure 3.24 Completion rates
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schooling. Figure 3.24 presents completion rates
for the three levels at country level.

Nearly all countries had a substantial
increase in primary completion rates, with
the State of Palestine, Jordan and Libya
closest to attaining universal primary
education (UPE), which has been a
prominent target in several international
declarations, including the Millennium
Development Goals (MDGs). However,
progress was slow in Morocco, with the rate
standing at only 40 per cent in 2011.
Notwithstanding appreciable progress in the
LDCs, rates continued to be modest, falling
below 50 per cent and even below 30 per cent
in Mauritania. This slow improvement for
Mauritania may have been partially affected
by administrative barriers associated with
the biometric civil registration initiated in
2011 preventing many students from taking
the national examination for lack of

required official documents (Human Rights
Watch, 2018).

o Tertiary

||

2003 2011 2007 2015 2000 2012|2000 2014| 2013 | 2000 2012

Population
YEM weighted
average

Source: Authors’ calculations.

Notes: For Libya, Tunisia and Yemen, the baseline surveys do not contain adequate information that allows the construction
of education indicators. In the case of Morocco in 2011, the data did not allow the construction of secondary and tertiary
completion rates. For these indicators, the figures in the earliest year (2003) are not reported; they are: 13.58 and 3.54,
respectively. The reported population weighted average includes only the countries with data across the 2 points in time.
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Figure 3.25 Completion rates by type of area (Urban-rural-refugee camp)
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Completion rates were significantly lower at
educational levels other than the primary, even
for the State of Palestine and Jordan. Current
secondary completion rates were quite
heterogeneous across countries, ranging from
as low as 9 per cent in the Sudan to 47 per cent
in the State of Palestine and Jordan and 54

per cent in Libya. The tertiary level underwent
minor developments; yet, the outlook remains
the least favourable, with completion rates not
even surpassing 20 per cent in any country.
Among the LDCs, Comoros made exceptional
progress, but the rates were still low. The low
tertiary completion rates in the Arab region may
also reflect inadequate educational quality that
may have prompted a brain drain as students
sought higher education abroad.

Trends in completion rates across countries
were on par with the regional averages. Both
most progress and highest current rates were at
the primary level, with drastically reduced rates
at the others.

As depicted in figure 3.25, trends in
spatial inequality were quite diverse
across countries at the primary level. The
State of Palestine, Libya and Jordan attained
near parity among areas. In all other countries,
urban areas tended to have more favourable
completion rates. However, in several countries,
such as Egypt, Algeria and Iraq, inequality
decreased. The LDCs, as well as Morocco,
achieved considerable increases in completion
rates in both urban and rural areas, but the gap
was still substantial.

With the exception of the State of
Palestine and Jordan, nearly all countries
experienced a steady or even increasing
urban-rural gap at the secondary level. The
urban advantage was amplified, especially in
the LDCs, where, currently, 17-35 per cent of
urban residents complete secondary education,
compared with only 3-15 per cent of rural
counterparts. At the tertiary level, the gaps
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widened slightly, to the advantage of
urban settlers.

Figure 3.26 presents completion rates
disaggregated by wealth quintiles. Primary
rates increased across all wealth quintiles
in nearly all countries, due to several
programs, including compulsory primary
education, that targeted the disadvantaged to
ensure attainment of UPE. The richest-to-
poorest gap narrowed in the State of Palestine,
Jordan and Egypt, but in the remaining
countries, inequality remained generally steady,
such as in the Sudan, Morocco and Mauritania,
or increased, such as in Comoros and Iraq.

At the secondary level, inequality by
wealth grew in several countries, including
Irag, Comoros and the Sudan, where most gains
went to the richest quintile. Inequality in tertiary
completion rates was even more acute, where
gaps widened considerably in all countries,
other than the State of Palestine. Notably, at
both secondary and tertiary levels, the middle
quintile seems to have had rates below the
national average. Overall, results indicate that
wealth may impact educational achievement at
both secondary and tertiary levels.

Figure 3.27 presents completion rates
disaggregated by education of household head.
Improvements in inequality were quite
absent at the three educational levels and
across most countries. In several countries
with data for two points in time, inequality
reductions could be seen in primary completion
rates, most notably Comoros. Nevertheless,
most countries experienced widened inequality,
especially at the secondary and tertiary levels.
For instance, only around 20 per cent of
members of households with an uneducated
head completed secondary education in the
State of Palestine and Jordan, compared with 80
per cent for those in households with an
educated head. For most other countries, the
rates for the former are below 10 per cent.
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Completion rates were also low at the tertiary
education level; less than 12 per cent of for

Figure 3.26 Completion rates by wealth quintile

members of households with uneducated heads
in all countries.
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Figure 3.27 Completion rates by education of household head
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Figure 3.28 Completion rates by group of extremes
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Source: Authors’ calculations.
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Figure 3.28 presents completion rates for the
two groups of extremes. Inequality gaps for
group of extremes 1 were generally steady at
the primary level, notwithstanding some
improvements in the rates for the most deprived
groups. Improvements for deprived groups
were reduced at the secondary and tertiary
levels, with inequality gaps widening in several
countries, especially the LDCs. The picture is
similar for group of extremes 2. However,

at all three levels, completion rates for the
marginalised were lower and the inequality
gaps were much wider for group of extremes 1
than for group of extremes 2.

2. Average years of schooling

Endeavour by Arab countries to increase
average years of schooling is a step in the right
direction. Yet, the regional average of nearly 7
years is still inadequate to secure a prosperous
equitable future for the young, especially
relative to their peers in developed countries.

This section assesses levels and trends of
average years of schooling for selected
countries, using the two years nearest to 2000
and 2015 for which data® are available.
Figure 3.29 presents average years of
schooling for countries, based on the

highest year achieved as reported by persons
aged 25 and above in household surveys.

The upward trend in average years of
schooling is uniform across all countries.
Yet, disparities across countries reflect
varied levels of educational attainment,
since levels and trends of completion rates
discussed previously are ultimately translated to
national average years of schooling. The State
of Palestine and Jordan fared best, with an
average exceeding ten years. Libya and Egypt
closely follow these latter. In contrast, progress
in Irag and Algeria seems sluggish. The LDCs
achieved appreciable progress. Yet, they still
fared worst, with, on average, just four years of
schooling, and even less than 3 in Mauritania.

Figure 3.29 Average years of schooling (Age 25 and above)
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Note that this average is the population weighted average for the countries with 2 time points in our sample.
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Figure 3.30 Average years of schooling by type of area (Urban-rural-refugee camp)
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The trend in Arab countries follows the global
upswing. ISSC, IDS and UNESCO’s World Social
Science Report (2016) stresses that, for a given
level of average years of schooling, equitable
access would have positive repercussions on
economic growth. Hence, figures 3.30-3.33
assess the educational attainment of different
subgroups in an endeavour to discern who
benefited from the progress achieved.

Figure 3.30 examines spatial inequality in
educational attainment, measured by average
years of schooling. Inequality remains
substantial, especially for the LDCs.
Notably, in countries with a relatively high
national average, such as the State of Palestine,
Libya and Jordan, inequality was less
pronounced. Over the period considered, Egypt
achieved a marked improvement, especially for
the rural population, having tailored several
measures, such as in its National Strategic Plan
for Pre-University Education Reform (2007/08 —

2011/12), to include decentralisation and
establishment of community schools to alleviate
inequality in remote areas. The LDCs had
improvements for both areas, which led to a
slight reduction in urban-to-rural ratio, which
still stood at nearly 2 on average and exceeded
3 in Mauritania.

As seen in figure 3.31, inequality by
wealth quintiles was more pronounced.

In the State of Palestine, and to a lesser extent
in Jordan, inequality was moderate, with the
poorest and the poor accessing the equivalent
of secondary schooling. In most remaining
countries, people in the bottom quintiles barely
access the equivalent of a primary education.
This is evident especially in the LDCs, where
poorest children had less than two years of
schooling, and even less than one in Mauritania,
where financial constraints on the vulnerable
lead many to attend free-access non-formal
religious institutions.
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Figure 3.31 Average years of schooling by wealth quintile
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Overall, across most countries, particularly th

LDCs, wealth inequalities were still very wide. In

e

terms of temporal trend, some countries, such
as Egypt and the Sudan, had some significant
reductions in the richest-to-poorest ratio, while

in other countries, such as Iraq and Comoros,
most progress was achieved by the top

quintiles, which widened inequality by wealth.

It is interesting to also note that in some middle-
income countries and the LDCs, average years
of education attained by the middle quintiles
falls below the national average, which suggests
that wealth may impact educational
achievement.

Figure 3.32 Average years of schooling by education of household head
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Inequality in average years of schooling by
educational attainment of household head
is also wide and persistent. Figure 3.32
shows only minor, if any, reductions in gaps in
most of the non-LDCs. Even in countries that
have high average years of schooling, such as
the State of Palestine and Jordan, the ratio was
approximately 3, with adults belonging to
households with uneducated heads accessing
around 4 years of schooling, compared with
more than 12 for their counterparts in
households with educated heads.

The LDCs, particularly Comoros, achieved

some improvement for persons belonging to
households with uneducated heads, but still had
the highest ratios, which even exceeded 7 in the
Sudan and Mauritania. All countries had
comparable patterns with persons belonging to
households with uneducated heads having
average years of schooling equivalent to less
than primary, compared with upper secondary
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for their counterparts in households with
educated heads.

Patterns for the two groups of extremes
are similar to those observed for
completion rates. Despite increases in
average years of schooling for deprived
groups, gaps largely persisted in most
countries, especially for group of extremes
1. Cross comparison of the two groups of
extremes using Egypt in 2014 as an example
of targeting rural areas well indicates that the
deprived belonging to group of extremes 2
had around 4.5 years of schooling, while
those belonging to group of extremes 1 only
accessed 1.8 years. Generally, the wider gaps,
as well as lower schooling levels, were for
group of extremes 1, which suggests more
needs to be done to ensure access for
marginalised children, especially those born
into households with uneducated heads in the
poorest households.

Figure 3.33 Average years of schooling by group of extremes
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Figure 3.34 Average annual change in concentration index and years of schooling
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Figure 3.34, which depicts average annual
change in the concentration index and the years
of schooling, shows that the countries examined
experienced a positive change in years of
schooling, but the change in the concentration
index indicates that inequality increased in
Comoros and Jordan, while decreasing in

Egypt and slightly decreasing in Mauritania

and the Sudan.

D. Determinants of probability of
deprivation in school attendance

This section assesses determinants of
deprivation in education in relation to
household socioeconomic characteristics. Using
a logistic regression to analyse likelihood of
deprivation, the aim is to discern the key
determinants of probability of being deprived in
education and how their magnitude/importance

changed overtime. The education indicator
used as a dependent variable is school
attendance, as defined in the Arab
Multidimensional Poverty Index (MPI) at
household level, i.e., a household is considered
deprived if it has any school-age child not
attending school. Assessing the probability of
being deprived for a specific socioeconomic
group, compared with other groups, and the
changes over time provides insight into the
drivers of inequality in a multivariate model.
The methodology is described in detail in the
technical annex, along with the results of the
logistic regression.?

Table 3.1 presents probability of being deprived
in school attendance for eleven countries; for 8
of which the analysis is for two time points.

The highest probability for each country and
time point is highlighted in red. The findings
are as follows:



Large households (at least 9 members) and
those whose head is young (17-24 years of
age) face the highest probability of
deprivation in almost all countries, and this
holds across the two time points.

Being in the poorest wealth quintile
increases probability of deprivation
significantly, especially in the LDCs. For
household wealth, household size and

Figure 3.35 Probability of deprivation in school attendance

A. Jordan, 2012
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education of household head, the results
confirm the expected gradient: probability
of deprivation in school attendance declines
significantly when comparing the poorest
with the richest households, larger with
smaller households, and those whose head
has no education or just primary education
with those whose head has secondary or
higher education.
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Monetary poverty (proxied by the wealth
index), education and age of household

head, and household size are important
aspects to consider when designing social
protection schemes and education programs
geared towards improving school attendance
and reducing inequality. However, the pattern

across countries and time for gender of
household head and type of area of residence
is less clear.

Figure 3.35 presents the findings for the most
recent year, comparing Jordan, a middle-
income country, with Yemen a LDC.

Figure 3.36 Change in probability of deprivation by household wealth and education of household head
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Comparing probability of deprivation across the
two time points indicates that all countries
experienced an improvement of school
attendance. Moreover, as shown in table 3.1,
probability of deprivation declined for almost all
socioeconomic groups. Exploring whether all
groups benefited equally requires assessing

the difference in probability and magnitude of
decline across groups. In terms of wealth,
Egypt, Libya, Morocco, and the Sudan
experienced a higher reduction in probability

of deprivation among the poorest, which
contributed to reducing inequality.

In contrast, in Iraq, Jordan, Comoros, and
Yemen, the decline of probability of deprivation
was slightly higher among well-off households.
In terms of education of household head,
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reduction in probability of deprivation was
higher among households with heads having
no education or just primary education in
Comoros, Egypt, Iraq, and Morocco, but higher
among households with more education as in
Jordan and the Sudan. For household size,
most countries achieved a larger decline
among highly deprived large households.
These findings point to the key household
characteristics to consider when addressing
deprivation and inequality in education.
However, specific policy prescription and
evaluations of former policies would vary
across countries. Figure 3.36 shows a plot of
probability of deprivation by household wealth
and education of household head for the two
time points for Jordan and Yemen.
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Table 3.1 Probability of deprivation in school attendance

Probability of deprivation in school attendance (Percentage)

Palestine
Mauritania

mmmmmmmmmmmmm mmmmm

Sex of Female 56.2 543 355 474 60.0 60.6
household
head Male 60.1 491 302 462 122 65 58.6 62.3
17-24 308 311 276 479 324 664 454 180 420 357 628 432 511 194 312 673 462 684 627
25-34 63 253 83 284 159 599 305 43 288 161 501 303 441 144 37 610 293 576 456
Age of
household 35-44 145 257 128 325 182 648 417 117 393 262 507 309 483 160 5.1 583 283 634 520
head
45-54 197 231 217 377 170 646 470 234 457 368 524 334 487 137 8.0 572 295 66.1 557
55+ 125 151 118 291 111 501 356 128 323 236 448 284 446 9.1 60 579 259 600 452
None 179 264 197 381 226 692 438 178 402 289 544 371 567 131 82 623 318 66.1 568
Primary 261 272 225 315 176 630 439 177 361 236 456 278 437 132 7.1 542 261 584 497
Education of
household Preparatory  17.1 - 156 280 16.0 - 392 136 - 18.5 - - - - - - 242 515 -
head

Secondary 126 204 125 208 103 528 342 111 275 165 380 183 319 102 46 504 207 485 396

Higher 6.8 19.1 9.5 143 76 400 2638 52 217 109 351 123 = 9.3 = 426 158 373 342
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Probability of deprivation in school attendance (Percentage)

Mauritania

©
=
k]
)

©
o

mmmmmmmm mmmmm

14 43 55 51 121 79 190 110 59 160 116 194 108 241 187 143 210 164

sousenol IS 106 194 100 269 166 387 240 169 317 244 445 257 405 78 43 470 254 492 316

- 78 153 221 198 398 255 577 408 268 456 357 572 356 498 118 74 597 322 635 523
9 267 356 272 504 406 774 590 432 570 467 656 436 641 200 131 693 423 744 641
Poorest 160 272 212 443 192 672 504 247 531 350 705 438 613 169 74 682 441 734 656
Poor 141 233 174 359 175 604 434 175 453 303 636 388 596 129 71 668 359 666 534

R widdle 177 230 132 306 145 623 388 138 361 265 566 298 447 124 56 546 228 626 478
Rich 141 224 112 268 146 555 350 111 259 226 409 214 392 101 69 568 207 5.3 453
Richest 129 134 83 183 97 533 289 75 234 164 230 126 268 78 56 485 189 514 364
Urban 158 354 183 572 377 %8 207 411 237 : 576 521 475

':e"s‘l’:::gf Rural 118 315 147 665 435 05 29 524 30 - 503 654 508
Camp

Source: Authors’ calculations.
Note: Only probabilities based on significant coefficients are shown. The highest probability for each country and time point is highlighted in red.
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Box 3.1 TIMSS 8th graders test scores: education quality in the Arab region is falling behind

The substantial improvements in access to education over the past decades in Arab countries have not been
matched with improvements in quality of education. This box examines the TIMSS 2015 scores for all Arab
countries that participated in the test, including the GCC.

TIMSS 2015 data show that average math and science scores for 8" graders in the Arab region generally fell
below the minimum proficiency standards, even in the oil-rich countries (figure 3.37). Nonetheless, there are
intra-regional disparities in trends in educational quality. While some countries, such as the United Arab
Emirates, Bahrain, and Qatar, experienced improvements in test scores, several countries, such as Saudi Arabia,
Kuwait and Egypt, had declining test scores over the past years.

Figure 3.37 Trends in TIMSS test scores for 8th graders
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Source: Mullis and others, 2016.
Note: For Egypt and Kuwait, the baseline year is 2007. For Kuwait, trends do not include private schools.
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In its “A New Framework for Education in Middle East and North Africa” report (2018), the World Bank uses the
TIMSS 2015 8th graders test scores to factor in educational quality and readjust average years for education for
selected countries. Figure 3.38 presents the results with countries ordered in a descending order based on
learning-adjusted years of schooling. On average, Arab countries lose between 2 to 4 years of schooling when
quality and learning are factored in. For instance, in Jordan and Egypt, which have the highest actual years of
schooling in the sample considered, the learning-adjusted years of schooling in 2015 fell to 7 and 6, respectively.
Moreover, in several instances, the relatively resource-poor countries fare better than the resource-rich
countries that have higher per capita incomes. This underlines that in the Arab region, higher incomes may
provide access to education, but do not necessarily guarantee learning outcomes. These figures highlight the
need for promoting inclusive quality education as articulated in SDG 4, rather than merely attempting to widen

educational access.

Figure 3.38 Average years of schooling versus learning-adjusted years of schooling in 2015

W Actual years of schooling
W Learning-adjusted years of schooling

Average years of schoaling

Source: World Bank, 2018a.

E. Inequality in education
opportunity

This section complements the preceding
analysis of inequality in education outcome
with an analysis of inequality in education
opportunity. The latter reflects extent of
intergenerational and social mobility. The
few studies that examined inequality in
education opportunity in Arab countries
(Buckner, 2013; Salehi-Isfahani, Hassine and

8 g
1
4
2
UJ'[]R ARE  BHR QAT  EGY  MAR  KWT

Assaad, 2014; Assad, Hendy and Salehi-Isfahani,
2019) commonly found it to be high. In this
section, updated and richer household

surveys data are used, allowing a more
extensive assessment.

We examine how circumstances at birth shape
educational attainment of children and youth
aged 6-25. As in the chapter on health, we
measure IOP using a dissimilarity index
(D-index)?? and examine the drivers of IOP using
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the Shapley decomposition. Technical annex
provides a detailed explanation of the
methodology.

Figure 3.39 presents the D-index for
selected indicators: probability of having
ever attended school, probability of
attaining a certain educational level
conditional on ever attending school

and probability of completing the previous
educational level.?®

IOP in ever attending school was

fairly low across all countries and

had decreased over time even for

the LDCs, which still had slightly higher
degrees of inequalities. The downward trend
in IOP in attending school across all
countries reflects their commitment to

increasing access and reducing the number
of out-of-school children.

Although individuals from different
backgrounds had equal opportunity of
entering school, IOP soared for completion
rates, especially at education levels higher
than primary. This trend is homogenous
across the countries examined. Even in middle-
income countries that nearly achieved complete
parity in ever attending school, such as Jordan,
Algeria and Libya, the D-index at primary
completion exceeds 40 per cent. Moreover,

IOP grew for secondary completion, with the
D-index surpassing 60 per cent in most
countries. For instance, in Tunisia, the most
opportunity-equal Arab country in primary
completion in our sample, the D-index more
than doubles for the secondary level.

Figure 3.39 Dissimilarity index (D-index) for selected educational indicators, age group 6-25 (Percentage)
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Note: In the case of the Sudan, the data did not allow the construction of the D-index for the secondary completion indicator.



Remarkably, in countries with two time-
points data, not only had IOP in
completion rates persisted, but had also
widened over time. All countries, including
middle-income countries, such as Jordan and
Egypt, had worsening dissimilarity indices for
primary and secondary completion rates.
Although in Egypt and Tunisia, the government
provides free higher education, Assaad (2010)
and Krafft and Alawode (2018) argue that public
spending on higher education is regressive,
having in effect subsidised education of the
better off at the expense of the disadvantaged.
In addition, IOP in accessing education beyond
secondary schooling was the highest, with the
D-index exceeding 60 per cent in all Arab
countries and approaching 80 per cent in the
LDCs.

This contrast between the low IOP in

ever attending school and the increasingly
high IOP in completing primary and
secondary education may signal

prevalent high drop-out rates in the Arab
countries, particularly at the lower-
secondary level (UNICEF and UNESCO, 2015).
There are several reasons for these high
dropout rates, including socioeconomic factors
and conflicts. As shown in figure 3.39, Iraq and
Yemen, two conflict-afflicted countries, have a
relatively low D-index in school enrolment, but
one of the highest D-indices for primary and
secondary completion. Moreover, IOP in
completion rates worsened in Iraq from 2000 to
2011. Conflicts may impair the safe-learning
environment and exacerbate economic
conditions, particularly for poor and lower-

middle income households, leading to increased

drop out risks. UNICEF (2017) highlights that
one in five poor children in Iraq who dropped
out before completing primary schooling did so
for economic reasons.
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Indeed, as the Shapley decomposition results
also show, economic background of the family
can be a key exogenous factor in determining
child educational opportunity. Contributions of
each circumstantial factor to IOP are presented
in figure 3.40. Despite huge cross-country
heterogeneity, some general observations can
still be drawn:

1. Wealth is a leading driver of
educational IOP across most countries,
even though its contribution declined
in some countries, such as Egypt and
Jordan. Generally, contribution of wealth
to inequality rises the higher the
educational level.

2. Overall, educational level of household
head plays a critical role in child
educational opportunity and its
contribution to IOP increased over
time. As discussed earlier, several scholars
argue that educated parents hold education
in high regard and aim to secure higher
educational outcomes for their children.
Moreover, family income may also be
closely linked to educational attainment of
household head, ensuring that households
with educated heads are better able to
support education of their children.

3. Contribution of type of area of residence to
inequality varies significantly across
countries. In Jordan, Libya and the State of
Palestine, the contribution was minimal at
all levels, indicating that these countries had
reached near spatial parity. Egypt also had
considerably reduced the spatiality gap,
while in some of the LDCs, such as
Comoros, contribution of type of area of
residence had considerably increased.
Generally, spatial inequalities increase
for higher educational levels, which is
most evident in the case of Mauritania.
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Similarly, there is no common pattern
across countries for gender
contributions to IOP, but they are
fairly moderate, indicating that
females are largely on a par with
males in educational attainment.
Moreover, gender inequalities in attending
school had reduced over time in all
countries, especially the LDCs, even
becoming non-existent in several.

A similar downward pattern is observed
for primary completion, except for the
State of Palestine. Gender contribution

to IOP increased for secondary completion
in some countries, such as the State of
Palestine, Jordan, Egypt, and Comoros,
Yet, overall the fairly low contribution

of gender indicates that boys and

girls alike were generally able to

attain education.

Figure 3.40 Shapley decomposition for selected educational outcomes, age group 6-25 (Percentage)
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(. Secondary completion
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In sum, as in the case of health, analysis of
inequality of opportunity in education indicates
higher incidences of increasing inequality
compared with inequality of outcome. Both
the dissimilarity-index and the Shapley-
decomposition analysis indicate that IOP in
education in the Arab region remains high,
especially at levels higher than the primary.
Despite progress in inclusive access to
education, household wealth and education
of household head continue to be the
primary determinants of opportunity of

academic progression. These findings are in
line with our analysis of inequality in education
outcome, where inequalities due to educational
attainment of household head and household
wealth were found to be persistent over

time. There are wide intraregional disparities
in educational inequality profiles. Yet,

overall the Arab region is still far from
securing equal opportunities in accessing
education and, as discussed in box 3.1 and
box 3.2, even farther from ensuring
high-quality education.
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Box 3.2 Educational quality in Arab Countries: revisiting inequality of outcome and inequality of opportunity

Using TIMSS 2015 results for 8th graders, ESCWA (E/ESCWA/SDD/2017/6) assesses inequality in accessing
quality education in the Arab region. Figure 3.41 shows that Arab countries, including oil-rich countries, have
higher inequalities in accessing good quality education relative to their counterparts. In fact, Egypt has the
highest inequality level in the world sample. In essence, this shows that the Arab region performs poorly in math
and science, with uneven distribution of scores.

Figure 3.41 Inequality in math and science using Gini index and log GDP per capita, 2015
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The ESCWA report then employs a linear regression of scores on a set of circumstantial factors, with the
R-squared representing the share of IOP in the total inequality observed in the test scores. The results presented

in figure 3.42 show that IOP in accessing quality education is relatively moderate in the region.

Figure 3.42 Inequality of opportunity in math and science score and log GDP per capita, 2015
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In addition, figure 3.43 shows that higher inequality scores in the Arab region are not necessarily related to
inequality of opportunity. Two plausible explanations are suggested by the study. First, given the fairly moderate
circumstantial inequality in the region, luck and efforts play a larger role in the test score differentials. Secondly,
and more compellingly, although better financial means allow children to enrol in private institutions, they do
not necessarily guarantee an enabling-learning environment. This underlines deficiency in overall educational
systems and poor prospects in labour markets. In times of increasing automation and ever-changing labour
market demands, educational reforms in the Arab region should focus on promoting higher quality schools that
provide youth with adequate skills to facilitate their school-to-work transition.

Figure 3.43 Inequality of opportunity and total inequality in math and science score, 2015

A. 0P vs. Gini in math scores, 2015

060
055 ®
050 o

4
[0142 ¢ . ° e o[\ ® (AT
T . o * o ARE(Duba)
03 o o DN oo < O 5

E6Y

12 . *e .
e g N e
15 e, it O

020 e
0.06 00 0.08 0.8 0.10 011 012 013 0.14

Biniin math scores

R2 math

B. 10P vs. Gini in science scores, 2015

060
055 °
050 .

146 . oKWT

[ ] L] ° ]
040 . ﬁHE[DUhHI).BHH QAT _LBN

sau ®*
% ° e ° o%e o’ * )08

R2 science

030 ] Y . MAR .OMN o EGY
L ]
025 * ® \RE

020 °
0.06 0.07 0.08 0.09 0.10 011 012 0.3 0.14 0.15 0.16

Gini in science scores

Source: E/JESCWA/SDD/2017/6.


https://www.unescwa.org/publications/social-development-report-2

F. Summary

In conclusion, the Arab region achieved

some progress in educational attainment.

Yet, inequalities of educational outcomes

and opportunity remain widespread, especially
at educational levels higher than the primary.
In both opportunity and outcome analyses,
inequalities due to educational attainment of
household head and household wealth tend

to be the most enduring. Spatial inequalities
also persist.

In addition, across most Arab countries, the
highest attendance rates and completion rates,
as well as most progress, are at the primary-
schooling level and are drastically reduced at
secondary and higher education. With few
exceptions, average years of schooling remain
below 6. Moreover, the Arab LDCs tend to face a
double burden of high deprivation and high
inequality levels, which are reflected in
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persistent gaps, especially between wealth
quintiles, households with educated heads and
households with uneducated heads, and groups
of extremes.

Inequality had been predominantly narrowed at
the primary level, as nations devoted resources
to attain universal primary education,
guaranteeing the right of every person to basic
education. However, with failure to benefit the
vulnerable subgroups adequately, inequality
persisted, and in several instances was
reinforced, at educational levels higher than the
primary. Moreover, sharper attention needs to be
accorded to secondary and tertiary education,
given their association with several public and
private economic benefits, in terms of securing
employability, higher salaries and better working
conditions, as well as promoting labour-force
flexibility (Merisotis, 1998). Indeed, the Arab
region has much to do to ensure inclusive high-
quality education, as articulated in SDG 4.
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4. Gender Inequality

A. Introduction: The Global
Gender Gap

Gender inequality has long been a target on the
global development agenda. Through adoption
of the UN Millennium Development Goals
(MDGs) in 2000 and later the Sustainable
development goals (SDGs) in 2015, most
countries, including Arab countries, have
pledged to alleviate gender inequality and
empower women. Across the world today, more
women than ever before are both educated and
participate in labour markets, which has
certainly improved their socioeconomic status.

As is generally acknowledged, beyond
enhancing the wellbeing of women, reducing
gender inequalities has nationwide positive
impacts on boosting economic growth,
alleviating poverty, enhancing overall welfare
and attaining the 2030 development agenda.
Yet, notwithstanding progress over the past 20
years, especially in basic health and education,
gender gaps along various socioeconomic
dimensions persist widely. Gender-based
discrimination is particularly flagrant in
employment and career advancement
opportunities, wages and political participation,
all of which render women vulnerable and more
exposed to violence and exploitation.

The global gender gap index is a measure of the
average gap in four key areas: educational
attainment, health and survival, economic
participation and opportunity, and political
participation. As depicted in figure 4.1, in 2018,
compared with an average gender gap of

32 per cent worldwide, the Middle East and
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North Africa region had a gap of 40 per cent,
which places it last globally, behind Sub-
Saharan Africa and South Asia.

Progress of the Arab region in alleviating
gender inequality is following the same
trend as that of the world, with Arab
women achieving significant progress in
health and education over the last two
decades. In fact, the gender gap in
education has been reversed in several
countries. Yet, this gain was not
translated into gender parity in labour
markets. Patriarchy and prevailing
sociocultural norms and perceptions severely
impact female economic opportunities and
participation, leading to pronounced gender-
based economic inequalities. Indeed, the Arab
countries have largely failed to capitalise on the
economic-growth opportunity that the
increasingly educated female cohort presents
them with. Standing only at 21 per cent in 2018
(World Bank, 2019), the region has the lowest
female labour force participation rate.
Moreover, women face multidimensional and
intersecting forms of discrimination in all
spheres, legal, social, economic and political,
which, in turn, cause and perpetrate economic
inequalities. Marginalisation of women in the
economic sector is perpetuated by systematic
and structural patriarchal practices prevalent in
both the private and the public spheres, with
inequalities in one sphere interlinked with and
reinforced by inequalities in the other. Indeed,
the structure of the household and the
subordinate low status of women intersect with
and perpetuate low economic participation of
women in the public sphere.
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Figure 4.1 Global gender parity index by region in 2018 (Percentage)
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As they cause a failure to employ valuable B. Gender inequalities in child health
human capital, gender gaps have

considerable economic and developmental As discussed earlier, the Arab region has
costs. Klasen and Lemana (2009) find that costs  generally achieved improvements in health
of gender gaps in education and employmentin  outcomes, including an increase in skilled

the Middle East and North Africa amount to birth attendance and a decrease in maternal
0.9-1.7 percentage points difference in growth deaths. Numerous studies have shown that the

relative to East Asia. Against this backdrop, this health of children is highly correlated with that of
chapter first reviews gender inequality in both women. Hence, it is unsurprising that child health
outcome and opportunity in health and outcomes, such as infant mortality rates and child

education in the Arab countries, followed by an stunting, have generally moved in the same
examination of inequalities in employment and direction as women'’s health.
an assessment of the impact of conflict on

gender inequality. The final section then Early-age health and nutrition are crucial for
provides an overview. This chapter aims to health, productivity and wellbeing later in life.
contribute to existing research in two ways. Gender inequality in child health is addressed
First, using household surveys covering a here, as not only does it impact women'’s health,
large set of Arab countries, it endeavours to but also has spillovers on future generations
assess intraregional disparities in gender and on society as whole. As argued by

outlook. Secondly, it assesses evolvement of Osamani and Sen (2003), society as a whole
gender inequality in the selected indicators will suffer for generations if girls and women

over time. are treated unequally.



Literature attributes disparities in health and
malnutrition outcomes between boys and girls to
two types of factors: biological and cultural.
Biologically, boys are more vulnerable to
malnutrition than girls (Gronau, 1985; Deaton,

1989; Wamani and others, 2007; and Engebretsen

and others, 2008) and girls are found to be more
resistant to food shortages and their
consequences. Nonetheless, girls are the most
affected when cultural factors exist (Evenson,
Popkin and King-Quizon, 1979; Senauer, Garcia
and Jacinto, 1988; and Chen, Chowdhury and
Huffman, 1980). In patriarchal societies, a boy is
culturally considered more “valuable” than a girl.
Hence, there is more focus on his health and
food resources are allocated in his favour
(Dewan, 2008; Pillai and Ortiz-Rodriguez, 2015;
and Raj, McDougal and Silverman, 2015), i.e.,
prevalent preference for sons may lead to
relatively inadequate investment in the health of
girls and women (Bhalotra and Rawlings, 2011).
Thus, gender, an exogenous factor, can be a
critical determinant of child health in both
outcomes and opportunity.

Figure 4.2 Infant Mortality Rate by gender
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Generally, for children under five-years
old, the health gender gap favours girls.
Data from household surveys show that infant
mortality rates were lower for girls across all
countries considered, especially the LDCs.

As depicted in figure 4.2, in the Sudan, for
example, infant mortality rate was 43 for
females and 55 for males. Notably, countries
reduced infant mortality rates for both females
and males, while some, such as Egypt and
Tunisia, also reached gender parity in

these rates.

Similarly, prevalence of stunting and
overweight were higher among boys under
five years old, and there is a similar pattern
of improvement in health outcomes and
decreasing inequality for boys and girls
under five. Nonetheless, in several instances,
the gender gap, measured as male-to-female
ratio, widened, as in the case of stunting in
most of the LDCs. Overall, these disparities
may be explained by the biological factor
described above.

o Male ® female
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Source: Authors’ calculations.
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Figure 4.3 Prevalence of stunting by gender

-National average e Male e Female
10
60 ®
50 ® . '
Ll s

) s s 3
20‘ s %3

e R o | * o
!

Prevalance of stunting (percentage]

2002 2012 2002 2012 2011 2007 2004 2000 2004 | 2006 2014 | 2000 2011 2003 2011 | 2007 2015 2000 2012 2000 2014 2003 2013
DZA JOR 'TUNLBY EGY PSE RO MAR MRT COM SON YEM

Source: Authors’ calculations.

Box 4.1 Using the concentration index and curve to assess gender inequalities in stunting

Gender inequalities in stunting are assessed here by comparing generalised concentration curves of boys and
girls for a selection of Arab countries (Comoros, Egypt, Mauritania, Morocco, State of Palestine, Sudan and
Yemen). As an example, these curves and their 95 per cent confidence bands are shown below for Egypt and
Mauritania, while the corresponding graphs for the remaining countries are found in the technical annex. For all
these countries, the curve for boys is higher than that for girls. A statistical test to check dominance at the

5 per cent significance level shows that the result holds; i.e., all possible rank-dependent shortfall indices
displaying aversion to socioeconomic health inequality give higher values for boys, which leads to two
conclusions: even though the points in the figure are very close, their difference is statistically significant; and
the result will be the same for any other index of health shortfall.

Figure 44 Concentration curve for Egypt Figure 45 Concentration curve for Mauritania
----- Egyptmale === Eqyptfemale -===- Mauritania male === Mauritania female
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Source: Authors’ calculations.
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Figure 4.6 Percentage of women (aged 20-24) who married before age 18

m Child marriage

= Upper bound

== Lower bound

Percentage of women (aged 24-49) who married before 18

0%

50%

40%

3%

0% T

i inhl,
0 [ ] o

002 2012|2002 2012 | 2001 2011 2007 2014 | 2000 2014 2006 2014 | 2011 | 2003 2011 | 2007 2015 | 2012 | 2014 | 2003 2013

DZA JOR TUN LBY EGY

PSE | RQ' MAR MRT  ICOM | SDN | YEM

Source: Authors’ calculations.

Note that the 95 per cent confidence intervals are reported in the graph.

Notwithstanding the minor gender gap
observed above, which generally favours
females, girls are more vulnerable to
cultural factors as they grow up, with a
possibly severe impact on their health.

For instance, child marriage (before the age
of 18) may devastate the mental and physical
health of the girl, including pregnancy
complications that may, in some cases, lead
to death.

As shown in figure 4.6, child marriage
decreased significantly over time?24 for
most Arab countries (such as Algeria, Egypt,
Jordan, State of Palestine, Morocco, Tunisia
and Yemen). Nonetheless, incidence
remained very high, especially in conflict-
afflicted areas, where one in three women
aged 20-24 experienced child marriage
(Sudan and Yemen), and in the LDCs,
where incidence reached 3 in 4 (Comoraos).

No significant change over time is observed for
Libya, nor for Mauritania, which maintained a
rate of child marriage of nearly 40 per cent.

Additionally, sociocultural norms and
perceptions may affect women’s lifestyle
and result in long-term health issues, such
as obesity, which is an aspect of malnutrition
associated with chronic diseases, such as high
blood pressure, high cholesterol, type II
diabetes, cancer, heart disease and arthritis.
Female obesity incidence in the MENA
region is the highest in the world, with a
regional average of 26 per cent, compared

with 15.7 per cent for men. Referred to as the
“Middle Eastern gender health inequality
paradox” (Costa-i-Font and Gyori, 2018), this
phenomenon may be linked to prevalent family
roles: men are active in the labour market and
generally outside the house, while the main role
of women is within the house.
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Figure 4.7 Contribution of parent education to health inequality, using the Shapley decomposition,
above and below the 45-degree line (Percentage)
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As shown earlier in this report,
contribution of child sex to inequality in
health opportunity is generally minimal in
the Arab region, while wealth and education
of household head are the main factors that
impact child health. Here, we recompute IOP in
child health, disaggregated by education of each
of the parents. Figure 4.7 presents the results
from the Shapley decomposition. Notably, in
recent years, education of the mother was
gaining more importance than that of the father
in affecting positively the health and wellbeing
of the children. More than half of the countries
fall below the 45-degrees line. For infant
mortality, as per most recent data,
education of the mother affects likelihood
of occurrence more than that of the
father in Algeria, Egypt, Libya and

Yemen (figure 4.7C).

Similarly, having an educated mother
decreases significantly likelihood of child
stunting and likelihood of lack of child
immunisation, with education of mother
affecting likelihood of both more than that of the
father in more than half of the countries

(figure 4.7A, figure 4.7B and figure 4.7D).

C. Gender inequalities in education

Education is a necessary condition for
empowering women, reducing fertility rates,
raising economic participation of women, and
enhancing their bargaining power within the
household, in addition to having a significant
positive impact on the health and education of
the future generation, contributing, thereby, to
breaking intergenerational poverty transmission.

As a result of commitment to universal primary
education and implementation of compulsory
and free primary education for all, the gap in
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both overall school attendance and
primary attendance narrowed in the Arab
region. However, for ever attending school, the
gender gap was still in favour of boys in all the
countries considered, while the gap for primary
school attendance was smaller, in favour of
boys in Iraq, the Sudan and Yemen and in
favour of girls in Mauritania. Interestingly, in the
State of Palestine, Jordan and Tunisia, the
gender gap for entering school was rather in
favour of girls.

However, the picture is different for
completion rates, with girls having lower rates
in all countries. This may signal significant school
dropout for girls, possibly due to social
favouritism towards investing in boys’ education,
on one hand, and to the fact that girls may get
married, in a region where child marriage rates
remain very high in several instances

(figure 4.6). Among several other factors,

child marriage reduces the likelihood of girl
completing secondary school (World Bank, 2017).

For most countries, girls seem to have
higher chances of reaching secondary
school, except for Iragq, Mauritania and Yemen.
One explanation is that in unfavourable
circumstances, boys are expected to drop out
of school after completing primary education

to work and start earning income. However,
boys again have higher secondary-school
completion rates.

Overall, despite reductions in disparities,
the gender gap in education persisted
across the region, especially in the LDCs,
as reflected in average years of education.
In middle-income countries, these were low for
females, reflecting completion of primary or, at
most, lower secondary schooling, while in the
LDCs, the average was less than 4 years, with a
significant gap between boys and girls.
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Figure 4.8 Average years of schooling by gender
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As shown earlier in this report, gender parents. Figure 4.9 presents the results from the
contributions to IOP in education are fairly Shapley decomposition. The educational level of
moderate in the region, indicating that both the mother and the father positively and
females are largely on a par with males in significantly affects educational attainment of
educational attainment. Additionally, across children. However, an educated mother plays a
the different countries, girls seem to have had, in more important role in school attendance and
recent years, a higher probability of progressing particularly in completion of primary and

in education, conditional upon entering school. secondary education, while an educated father
Again, here we recompute IOP in child education, increases likelihood of attending above
disaggregated by education of each of the secondary education.

Figure 4.9 Contribution of education of parent to child education inequality, using the Shapley decomposition,
above and below the 45-degree line (Percentage)
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B. Completing primary education
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D. Female participation
in private sector

Improving involvement of women in the
economy is central for economic growth and
sustainable development. Indeed, through
improving the relative economic position of
women, high participation of women in the
labour force, as measured by the female Labour
Force Participation Rate (LFPR), is important for
national economic efficiency, while low
participation has negative impacts on the
bargaining power of women, their
empowerment and their benefits from economic
growth, all of which, in turn, negatively affect
female and child health and wellbeing (Ackah,
Ahiadeke and Fenny, 2009; and Klasen and
Pieters, 2013). Moreover, women'’s earnings
affect their status and decision-making power in
family and society. Nevertheless, there are
obstacles that hinder participation of women in
the labour force and prevent women from
obtaining better jobs, leading to gender

disparities in labour-market outcomes
(Robles, 2012).

Known in the literature as the “Education
Paradox” (Chamelou, Muzi and Ahmed, 2011,
Dandan and Marques, 2017; and Assaad and
others, 2018), narrowing the gender gap in
education in the Arab region was not
reflected in narrowing the gender gap in
employment. Female LFPR is still very low: the
labour demand side of the economy does not
adequately offer women the opportunity to work,
and cultural factors and family responsibilities
exacerbate various gender inequalities in labour-
market outcomes (OECD, 2014). Thus, women
are the region’s unrecognised and unutilised
human reserve. Moreover, due to their low
engagement in the labour force, as well as their
limited access to assets and property,
exacerbated by discriminatory inheritance and
labour laws, women tend to experience higher
economic vulnerability and marginalisation
(UNDP and others, 2018).

Figure 4.10 Labour Force Participation Rate (LFPR) in Arab countries and world by gender, 1995-2018
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Statistics show that female labour-market
outcomes in Arab countries are among the
lowest globally, while those for males are
around the world average. Moreover, this gender
gap is large and persistent. For the three-labour
market key measures (LFPR, unemployment rate
and employment rate), performance of women
lags extremely behind that of women in the rest
of the world, as well as behind males in the
region. In 2018, labour force participation rate
(LFPR) of women in the Arab countries stood at
approximately 21 per cent, compared with near
74 per cent for males and near 48 per cent for
women globally (figure 4.10).

In 2018, 18.7 per cent of females in the labour
force were unemployed in the Arab counties,
compared with 7.7 per cent for males and around
6 per cent for females globally (figure 4.11).

Moreover, percentage of employed women in
the Arab countries lags even further globally.
In 2018, around 16 per cent of females aged
15 years or more in the Arab countries were
employed, compared with 73 per cent

19

for males and with nearly 46 per cent for
females globally (figure 4.12).

With many women engaged in unpaid
domestic or agricultural work, female
employment in the Arab region is
associated with high levels of informality
and vulnerability (EJESCWA/ECW/2012/1;
OECD, 2012). Around 80 to 90 per cent of unpaid
care work is undertaken by women, but this
essential contribution to the economy remains
largely overlooked in standard measures, such as
LFPR (Woetzel and others, 2015). Moreover, the
uneven distribution of domestic and care work
between men and women may create a barrier to
entry of women into labour force, since they may
then face the “double-burden” of household and
work responsibilities. In addition, even though
the share of women working in agriculture has
been declining, with 32.3 per cent of all working
women being in the sector, it remains a primary
source of female employment (ILO, 2018b).

The World Bank (2012) reports that these
informalities leave women vulnerable with low
wages and inadequate social protection.

Figure 411 Unemployment rate in Arab countries and world by gender, 1995-2018
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Figure 4.12 Employment rate in Arab countries and the world by gender, 1995-2018
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In the region, the public sector remains far from attaining gender parity in that type
the primary source of formal employment, of employment.

particularly of women, for whom the
formal private sector offers less chances
of decent employment. However, fiscal
capacity constraints limit employment growth
prospects in the public sector, which, coupled
with high labour market informality, enhances
job-informality incentives for women and W female W Male

widens the gender wage gap. 85

Figure 4.13 Share in total full-time employment
by gender

As shown in figure 4.13, though female
disadvantage in labour markets is a global
phenomenon, the gender gap in total full-
time employment is aggravated sharply
in the Arab region, with the share of
men approximately 5.5 times higher than
that of women (ESCWA and ILO, 2019).
Moreover, in the formal private sector, the
average female share in full-time employment
is only around 15.4 per cent, almost half of
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Coupled with low participation in the
labour market, females in the region suffer
low political participation. Average regional
proportion of female members of parliament is
around 19 per cent, which is significantly below
the global average of 24 per cent (Inter-
Parliamentary Union, 2019). Women are also
underrepresented in local government, with
participation of women in local councils ranging
from 0.7 per cent of seats in Saudi Arabia to 36
per cent in Jordan (E/ESCWA/ECW/2017/3).

Progress of women in the Arab region faces
numerous hinderances, chief among which are
the sociocultural beliefs and norms of patriarchy
and institutional barriers favouring males,
including gender-blind processes.

E. Gender and conflict

Recent conflicts in the Arab region have
impacted a large segment of population,
generating and perpetuating inequalities,
with women and marginalised
communities carrying the costs
disproportionally. Income and wealth
inequality have been at the forefront of
sustainable development efforts. With conflicts
affecting numerous aspects of human
development, they appear to have exacerbated
not only income inequality but also
multidimensional inequality in the Arab region.

Seven Arab countries suffered at least one
episode of major conflict in the last five years,
while four others experienced low-intensity
conflict (ESCWA, 2019a).?® Both have had
devastating consequences for countries directly
afflicted, as well as for neighbouring countries
hosting refugees, subverting several decades of
concerted efforts to promote inclusive
development and reduce multidimensional
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inequality. Literature on violent conflict
distinguishes direct effects, such as killing,
wounding, and physical destruction, from
indirect effects on economic performance
and human development and, hence, on
gender inequality.

Analysis here is based on the framework
presented by Buvinic and others (2013), which
distinguishes first- round effects from second-
round effects. The former effects include higher
mortality and morbidity (especially of men and
children) wrought by direct and indirect
consequences of violence and destruction;
higher incidence of widowhood; forced
displacement and migration; asset and income
loss; and increased sexual and gender-based
violence. The latter include changes in marriage
and fertility behaviour; changes in coping
strategies that involve changes in traditional
household roles of women (labour reallocation);
and changes in household investments in child
health and education.

Both first-round and second-round impacts
often result in reductions in household income
and consumption, triggering coping strategies
that have gender implications (Buvinic and
others, 2013). Often engaged in active fighting,
young men, mainly aged between 15 and 44
years, have the highest mortality, generating a
gender imbalance, as the size of the cohorts of
young women will be likely larger than those of
their male counterparts. Demographic
imbalances also suggest that women and
children would constitute the majority of
displaced populations (World Bank, 2011).

Using household survey data from Household
Budget Survey (HBS) and Demographic and
Health Survey (DHS) for Yemen in 2006 and
2013, figure 4.14 shows impacts of the conflict
that started in 2011 on both young male adults
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and young children, particularly those 0-4 years
of age. These impacts seem distributed equally
between males and females.

Through a combination of increased
exposure to infectious disease, acute
malnutrition, poor sanitation, and lack of
health services, conflicts affect population
health beyond direct effects of violence.
Yemen has suffered emergency levels of food
insecurity, as well as several waves of a cholera
epidemic. The proximate determinants of infant
mortality are maternal and infant health, with
the latter influenced by maternal behaviour.
During conflict, both are impacted by reduced
access to healthcare.

As violence pushed people to seek more secure
conditions for themselves and their families in

Figure 4.14 First round impacts: morbidity and mortality

various regions or countries, conflicts across
the region have generated massive forced
migrations. Of the 60 million displaced people
worldwide, close to 40 per cent originate from
the Arab region, mainly from the Syrian Arab
Republic and the State of Palestine (Nassar,
Chatty and Awad, 2018). For displaced
populations and refugees, the crisis has resulted
in systematic erosion of human development
and deterioration of quality of life, with
implications for generations to come. Typically,
the number of women and children among
refugees is disproportionate, with women,
almost entirely on their own, required to care
for their families, leading to impacts on
traditional gender norms. Aside from significant
asset loss, displaced populations also
experience a dramatic erosion of their human
capital and health (ESCWA, 2019a).
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Refugee policies in host countries often
translate into gender disparities. Calderén-
Mejia and Sieverding (2019) find that various
public policies in Jordan and Lebanon have
produced differentials across countries in terms
of school enrolment. Formal and informal
policies in Lebanon appear to have discouraged
school enrolment of adolescent girls, whereas
public polices in Jordan have kept them in school
for longer. Generally, violent conflict has highly
gender-specific consequences for refugees and
the internally displaced (Buvinic and others,
2013). Langhi (2018) noted also a lack of gender-
sensitive approaches in humanitarian appeals in
countries like Yemen and Libya.

Conflict environments present women and
girls, who are predominantly the most
marginalised, with unique challenges, as
exposure to violence weakens their
situation both within and without the
household. Risks faced by young women living
in conflict afflicted countries are likely to have
negative effects on their sexual health and
wellbeing (Neal, Stone and Ingham, 2016).
Conflict often has ambiguous effects on
nuptiality and fertility; in some contexts,
exposure to violent conflict increases likelihood
of child marriage, and fertility often follows
these marriage trends. In some conflict
situations, the mere heightened perception of
insecurity or threat of sexual violence for
women translates into a higher prevalence of
child marriage (CARE, 2015). Indeed, a recent
study by ESCWA (2019a) on child marriage
suggests that exposure to conflict is
positively correlated with likelihood of
child marriage, which is a human rights
violation that prevents girls from obtaining an
education, enjoying optimal health, bonding
with others their own age, maturing, and
ultimately choosing their own life partners
(Nour, 2006), and has been found to be
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associated with intergenerational transmission
of poverty (Save the Children, 2015). Moreover,
offspring of child marriage are at increased
risk of premature birth and death, as well as
being more prone to low birth weight

and malnutrition.

Exposure to violence in early life has been
directly associated with poor educational and
health outcomes (Camacho, 2008; Akresh,
Lucchetti and Thirumurthy, 2012; Brown, 2018,
Valente, 2011, Leon, 2012). Moreover, exposure
to violence in “critical and sensitive periods” in
the life of the child can lead to health and
cognitive declines (Duque, 2017). Childhood
stunting is the best overall indicator of child
wellbeing and an accurate reflection of social
inequalities (de Onis and Branca, 2016).

In conflict settings, prevalence of stunting

is likely to surge, as food insecurity and
deterioration of access to improved water and
sanitation make malnutrition probable. Even in
places like Iraq, where national rates of stunting
for children aged 0-5 declined from 2006-2011-
2018, exposure to conflict has subverted these
positive trends.

Generally, the impact of conflict on nutritional
status of population depends on the nature

of the conflict, its duration, how it affects
livelihoods and the coping strategies adopted
by the community. Figure 4.15 indicates

that inequalities were reinforced by
exposure to conflict, which appears

to be associated with a higher likelihood
of stunting and severe stunting. Moreover,
there are gender differentials in these outcomes;
although boys appear more prone to stunting in
the baseline data, exposure to both low- and
high-intensity conflict increases vulnerability of
girls significantly, while vulnerability of boys
increases only in times of exposure to high-
intensity conflict.
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Figure 4.15 Second-round impacts: investments in child health
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Source: ESCWA, 2018a, based on DHS (2006) and (2013), and the HBS survey of 2014 and UCDP conflict data.

The impact of war on accumulation of human
capital amongst civilian populations affected by
violence can be substantial and persistent
(Justino, 2011). Given the severe long-run
effects it can have on individual and household
welfare, destruction of human capital during
childhood is a well-documented mechanism
leading to poverty traps via future labour-
market outcomes and economic performance of
affected children (Justino, 2011; Mincer, 1974;
Schultz, 1961; Becker 1962). In several Arab
countries, there is a large contraction of
educational attainment following the onset of
conflict. Yemen, for example, had been making
great strides in achieving universal access to
primary education, having achieved in 2006
enrolment rates above 90 per cent for all
children aged 6-12 (ESCWA, 2019a). However,
that positive trend was reversed by the
instability and violence afflicting the country
since the 2011 uprisings, and the situation has
had a particularly detrimental effect on already
vulnerable groups, such as girls.

Figure 4.16 shows differences in enrolment rates
by age in Yemen for two years. In 2006, more

than 90 per cent of primary-school-age children
were enrolled, with virtually no gender disparities
until the age of 12. Thus, Yemen was well on
its way to ensuring that all boys and girls
complete full primary schooling. However,
the 2013 data show a turn for the worse.
There was a substantial decline in overall
enrolment rates for all ages for all children,
but especially for girls. Delayed entry and
higher rates of early dropout led to an “inverted-
U” age-enrolment profile (ESCWA, 2019a). That
pattern is of concern because evidence suggests
that children who enter school late are also more
likely to exit early, further reducing their human
capital accumulation and exposing them to other
negative outcomes (ESCWA, 2019a). Children not
enrolled in school today will face worse earning
prospects than children who completed their
education. The associated reduction in earnings
potential will have adverse repercussions.
Children who interrupt their educational
trajectories will be more likely to rely on
government assistance and have a higher
incidence of poverty. Similar downward trends
are evident for other developmental factors,
including nutrition and mortality.
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Figure 4.16 Investments in children: age enrolment profile for Yemen
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Source: ESCWA, 2018a, based on HBS (2006) and DHS (2013) data.

F. Summary

The Arab region still has a long way to go to
achieve gender parity. Even though progress
has been made in the past decade, there

are persistent gender disparities in health,
education, and economic and political
participation. Furthermore, numerous conflicts
across the region have had prevalent negative
effects on the relative socioeconomic status

of women.

While great strides have been made towards
gender parity in education, numerous conflicts
across the region appear to be subverting these
promising trends. Moreover, child marriage and
high fertility rates of adolescents appear to be
on the rise in conflict afflicted countries across
the region, generating not only larger gender
inequalities, but also marginalisation of

certain groups of women, mainly the younger
cohorts. Even though the gender gap in
education narrowed in many countries, this

improvement was not translated into gender
parity in labour markets. Women are less

likely to participate in the labour force, work
mainly in informal sector, and are more likely to
be unemployed. Thus, women are one of the
region’s unutilised resources.

Moreover, all Arab countries have in place
family laws — also known as personal status
codes — that impose upon women the status
of a dependent minor, with respect to
marriage, divorce, child custody, and
inheritance (UNDP, 2005). Women remain
associated primarily with their family roles,
and a kind of “patriarchal gender contract”
prevails across the region (UNDP, 2005). The
cumulative effect is gender-based
discrimination and inequality.

Additionally, pre-existing gender inequalities
appear to be exacerbated by the dynamics of
violence, leaving women and girls at a higher
risk of being further marginalised. For many

Rethinking Inequality in Arab Countries Gender Inequality
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Arab countries in conflict, violence has
destroyed systems of social protection, reduced
access to safe services and support, displaced
communities, and increased vulnerabilities
(ESCWA, 2019a). The consequences appear to

be disproportionally dire for women, not only
because they may be deliberately targeted, but
also because conflict engenders insecurities that
reduce women’s rights, agency and decision-
making power.









5. Inequality Drivers

A. Introduction

This chapter has two main objectives. Based

on findings of earlier chapters and elsewhere,
section B summarises the major social and
economic inequality stylised facts in relation

to human development progress or lack thereof.
Sections C and D then complement this narrative
with three mega trends that arguably drive
these inequality outcomes: low productivity

and high informality, coupled with high wage-
capital inequality; limited fiscal space for

social expenditure; and weak institutional and
governance frameworks, coupled with influence
of natural-resource riches. These factors have
debatably created an inequality trap, in which
several Arab countries seem to be caged.
Analysis of the key drivers is guided by questions
such as: (a) Did the growth process improve
labour income share and living standards of
people? (b) Is the share of capital in revenues
dominant in the private sector? (c) Did public
expenditure policies support bridging
achievements in health and education? (d) Did
social assistance in the form of subsidies benefit
the poor as expected? (e) Are taxation systems
progressive enough to make the societies
equal? and (f) What is the role of inequality in
autonomy and that of cronyism in shaping
these socioeconomic outcomes? Section D is
also forward looking; it assesses the escalating
fragility of rent-based growth and development
models, particularly in view of the waning of

oil prices in the past decade, which should
impel adopting a new enabling political
economy framework.
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B. Summary of stylised facts

1. Declining trends in inequalities in health
and education outcomes are not closely
matched with declining inequality of
opportunity

As seen in the preceding three chapters,
inequality in health and education
outcomes is a mixed bag of results,
depending on indicator and type of
inequality (i.e., spatial, wealth, parent’s
education, gender, etc.). Figure 5.1 and
figure 5.2 present some of the main results
found in the household surveys conducted
over the period 2000-2015. Note that all
indicators, including those of health, are
reported as achievements; hence, the
wealth ratio measures the richest to the
poorest quintiles.

Over the past two decades, the Arab region

has achieved significant improvements in
health and education, as reflected in the
positive average annual growth rates of the
corresponding indicators (figure 5.1). These
improvements were coupled with decreasing
outcome inequalities, with few exceptions in the
LDCs and conflict afflicted countries (figure 5.2).
Nonetheless gaps remain wide between the
richest and the poorest quintiles, as well as
among the other socioeconomic groups
considered, especially the groups of extremes.
As for gender, analysis shows that females

are largely on a par with males in terms of
human capital.

Rethinking Inequality in Arab Countries Inequality Drivers
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Figure 5.1 Average annual rate of change (AARC) in selected indicators

o Stunting o Infant mortality o Skilled birth attendance o Youth primary compleion o Secondary completion rate

0
— Higher achievement .
£
%’ 5 ’ . ) ‘ L]
° . ] .
0 (] [ | [ ] s e ] s ‘ ¢
DZA JOR TUN LBY EGY PSE IRQ MAR MRT COM SON YEM
&)

Source: Authors’ calculations.

Figure 5.2 Average annual rate of change (AARC) in dissimilarity index and wealth ratio for selected indicators
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Note: All indicators are reported as achievements; hence, the wealth ratio measures richest to poorest quintile.
IOP as measured by the dissimilarity in higher educational attainments
index reveals some incongruence, with (figure 5.2). In particular, wealth and education
more incidences of increasing inequality of household head remain critical determinants

in health and education, particularly of the health and educational opportunities of



the individual. Hence, inequality of outcome and
inequality of opportunity are not necessarily
moving in tandem in the region.?” Generally,
more progress has been achieved in
reducing health gaps than education gaps,
in terms of both inequality of outcome and
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inequality of opportunity. The highest
average annual reduction in both forms of
inequality was achieved by Morocco in
skilled birth attendance, while the highest
increase in inequality was for Yemen in
stunting (figure 5.2).

Figure 5.3 Trends in life expectancy and mean years of schooling, 1990-2017
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Source: Authors’ calculations based on UNDP, Human Development data. Available at http:/hdr.undp.org/en/data (accessed

on 15 August 2019).
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To give an updated comparative assessment of
these reductions in inequality of outcome, data
from the 2018 Human Development Report
(HDR) are reviewed. While HDR relies on
different indicators for health and education, the
observed outlook of human capital of the region
is consistent with our results using household
surveys. Average life expectancy increased from

64 years in 1990 to roughly 72 in 2017

(figure 5.3), and mean years of schooling rose
considerably from 3.1 in 1990 to almost 7 in
2017. As already noted, probing the outlook for
development entails factoring in inequality.

As of 2010, the HDR adjusts achievements
along each dimension using the Atkinson
measure of inequality.

Figure 54 Average annual rate of change (AARC) in life expectancy and education indices

and their Atkinson measures
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Source: Authors’ calculations based on UNDP, Human Development data. Available at http://hdr.undp.org/en/data

(accessed on 15 August 2019).

Note that for life expectancy, in Lebanon, Irag, Oman and the State of Palestine, the baseline year is 2011 due to unavailability

of data for 2010.

For education, in Lebanon, Iraq and the State of Palestine, the baseline years are 2011, 2012 and 2013, respectively, due to
unavailability of data for 2010. For Morocco and the Syrian Arab Republic, the end line year is 2015 and 2016, respectively, due

to unavailability of data for 2017.
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Figure 5.5 Inequality in Human Development Index (HDI) measures by region (Percentage)

I Inequality in lfe expectancy

Ll
3

>
=

~
= o

(Percentage)

Sub-Saharan Africa  South Asia

I Inequality in education

317
27 32
8 “
il 5 -
24 il 1 28
184
L —— 1K -

Il

5 I

0

Arab countries  Developing countries

I Inequality in income

pAN
167
131
10 : 109

East Asia Eurape
andthe Pacific ~ and Central Asia

Latin America World
and the Caribbean

Source: UNDP, 2018.

Figure 5.4 shows AARC in health and education
indices against their respective Atkinson
measures over the period 2010-2017.

As in household surveys, most countries
are located in the upper right quadrant,
indicating an increase in health and
education achievement, along with a
reduction in inequality, though reduction of
inequality is, again, more pronounced for health
than for education. Put differently, despite their
location in the upper right quadrant in figure
5.4B, clearly, the vast majority of countries are
clustered around the y-axis, indicating minor
changes in education inequality.

With the exception of Lebanon (6.2 per cent),
inequality in education remained high in 2017,
close to 20 per cent in most Gulf countries and
more than 40 per cent in the LDCs. In fact,
average inequality in education in the
region (32.6 per cent) exceeds that of the
world and that of developing countries
(figure 5.5). Figure 5.4B also shows the Syrian

Arab Republic as a distinct negative outlier on
the education achievement index. This is not
unexpected, given indiscriminate attacks on
school facilities and increased security threats
amid the intensified conflict in the country,
which along with poor governance, scarce
resources, and imbalances in political
participation drive education inequality.
Protracted conflict has thus reversed Syria’s
development trends and resulted in it slipping
from a medium human-development country
in 2010 into the low human-development group
in 2017.

Overall, the Arab region has high levels

of human development inequalities,
especially in education and income,
compared with other regions, including
developing countries. The Inequality-adjusted
Human Development Index (IHDI) accounts for
distributions of health, education, and income
among population and, depending on the level
of inequality, “discounts” the dimensions of the

Rethinking Inequality in Arab Countries Inequality Drivers
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HDI. Factoring in inequality, the Arab
region loses 25.1 per cent of its HDI

value in 2017; thus slipping from being a
high human-development region (0.70) to
becoming a low human-development region
(0.52). The adjustment from HDI to IHDI, mainly
due to high levels of inequality in education, is

one of the highest average losses globally, and
places the Arab countries just behind Sub-
Saharan Africa and South Asia. The main
conclusion is that while inequalities of outcome
in health and education declined, they are

still higher than the global average, especially
for education.

Figure 5.6 Multidimensional poverty and inequalities in health and education
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Note: MPI values are taken from Arab Multidimensional Poverty report EEESCWA/EDID/2017/2.
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2. Poorest countries incur highest
inequality burdens

In practice, it is often difficult to disassociate
poverty from inequality. Using the Arab
multidimensional poverty index (MPI) developed
by ESCWA (2017), we examine how inequality of
outcome and inequality of opportunity correlate
with MPI for selected health and education
indicators. Figure 5.6 shows that, generally, Arab
countries with a higher level of multidimensional
poverty, particularly the LDCs, tend to also have
higher levels of inequality in both outcome and
opportunity. This correlation is conspicuous

for certain health indicators, such as full
immunisation of children and skilled birth
attendance (SBA). For instance, levels of
inequality of outcome and inequality of
opportunity in child immunisation in the Sudan,
in which MPI exceeds 44 per cent, are almost
twice and 9 times, respectively, those of a
middle-income country, like Jordan that has an
MPI below 5 per cent. This variation is more
evident in SBA. While Jordan has reduced
inequality in SBA opportunity to near zero, the
dissimilarity index of the Sudan is more than

50 times that of Jordan. Similar observations can
be made for educational outcomes and
opportunities, especially when considering
indicators for attending school and average years
of schooling. These observations suggest that
multidimensional poverty and multidimensional
inequality should be addressed simultaneously.

3. Human capital gains set against
stagnant income per capita and rising inter-
and intra-country income inequalities

Any discussion of human development in the
Arab region should acknowledge that it is highly
heterogeneous, with major and rising differences
among countries, especially in terms of income
per capita. For example, Qatar, which has the
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highest HDI ranking among Arab countries, has a
gross national income (GNI) per capita of around
$117,000 (2011 PPP dollars), nearly 80 times that
of Comoros. Average GNI per capita for the five
Gulf Cooperation Countries, which have a very
high HDI score (above 0.8), is significantly higher
than that of the OECD, but life expectancy in the
latter is 10 years higher. Conversely, Egypt, the
State of Palestine, Iraq and Morocco, the four
countries that belong to the medium HDI
category (0.55-0.7 HDI score), have a GNI

per capita close to the average for developing
countries, but have better education and health
outcomes despite occupation, political instability
and conflict afflicting some of these countries.
Hence, the stylised fact that the region is richer
than humanly developed (Abu-lsmail and
Sarangi, 2019) does not really apply if the
resource-rich and very high-income group of
GCC countries is excluded. Indeed, the other
fifteen countries have health and education
outcomes close to other developing regions
with the same income per capita.

Nonetheless, economic progress in the
Arab region did not match the social
progress described in the previous section.
Income per capita growth remained
sluggish in all groups over the 2000-2017
period. Although income per capita (2011 PPP
dollars) for Arab countries grew by 50 per cent
over the period from 1990 to 2017 to reach
$15,700 (figure 5.7), most of the growth took
place in the decade from 1990 to 2000. Over the
period from 2000 to 2017, GNI per capita rose by
only 30 per cent; the second lowest growth rate
after Latin America and the Caribbean. Moreover,
Arab countries did not grow evenly. Over the
period 1990 to 2017, income per capita more than
doubled (from 4,893 to 11,217 in 2011 PPP
dollars) for the most populous group of medium
human-development countries, but only slightly
increased for the (mainly oil rich and GCC) very
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high and high human-development countries income; yet progress was reversed since then

that had already reached comparatively (declining from $4,170 in 2010 to $2,835 in

worldwide high levels of income per capita by 2017). This is unsurprising for conflict-afflicted

2000. Post 2010, progress slowed down for the countries, such as the Syrian Arab Republic and

medium human-development group. Yemen, where protracted violence appears to be
wiping away years of development gains, as is

The low human-development Arab countries evident in the decreasing trend in years of

had the fastest rate of income growth from 1990  schooling for the low human-development

to 2010, more than doubling their per capita group since 2013.

Figure 5.7 Trends in GNI per capita (2011 PPP dollars), 1990-2017
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Source: Authors’ calculations based on UNDP, Human Development data. Available at http://hdr.undp.org/en/data
(accessed on 15 August 2019).
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Figure 5.8 Growth in GNI per capita (2011 PPP
dollars) and household income, 1990-2015
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Figure 5.9 GNI per capita levels versus household
income (Annual)
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Source: Household income levels are based World Bank,
PovcalNet database. Available at
http://iresearch.worldbank.org/PovcalNet/povOnDemand.asp

X (accessed on 23 September 2019); and GNI per capita levels

are based on UNDP, Human Development data (1990-2017).
Available at http://hdr.undp.org/en/data (accessed on 23
September 2019).

Income growth looks grimmer if we consider
household income. Figure 5.8 clearly shows
that the growth rate in household income

fell below the growth rate in GNI in most
countries. Household incomes had been
generally stagnant over time. Gaps between
GNI per capita and average household income
were extensive and had persistently widened
over time, particularly in the medium human-
development countries, such as Iraq and Egypt
(figure 5.9). For the latter, the data reveal that
households witnessed a growth of nearly 30
per cent in real income over the period of

25 years, while the economy as a whole

grew by more than 70 per cent.

Source: Household income levels are based World Bank,
PovcalNet database. Available at
http://iresearch.worldbank.org/PovcalNet/povOnDemand.asp
X (accessed on 23 September 2019); and GNI per capita levels
are based on UNDP, Human Development data (1990-2017).
Available at http://hdr.undp.org/en/data (accessed on 23
September 2019).

Low human-development countries, such as
the Sudan and Mauritania, had minor gaps
between GNI per capita and household income.
Generally, then, Arab countries have weak
linkages between the aggregate economy
and the micro economy, with increases

in national incomes not translated into
higher household incomes. The question
that then arises is: where or to whom is

income allocated?

To answer this question, we must look
beyond conventional measures of inequality
that are derived from household surveys,
since these largely fail to capture total income
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distribution, in particular to those in the top
decile. For example, examining the World
Inequality Database that relies additionally on

national income and wealth accounts, fiscal data

from taxes on income and some other sources,
reveals that income inequality had sharply
increased. In fact, the Middle East ranks
highest in income inequality, with 64

per cent of pre-tax national income
captured by the top 10 per cent of earners,
while the middle 40 per cent and bottom
50 per cent of population get less than

30 per cent and 10 per cent, respectively
(figure 5.10). Moreover, this high regional
inequality average is not attributable solely to
oil-rich countries but is quite homogenous
across all countries. In several, such as Qatar,
Oman, Lebanon and Jordan, the lion’s shares of
the top earners had even increased over the
past two decades, as shown in figure 5.11.

Figure 5.10 Top 10 per cent, middle 40 per cent
and bottom 50 per cent shares of national income
in 2016 by region
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Source: data based on World Inequality database. Available
at https://wid.world/data/ (accessed on 10 January 2019).

Figure 5.11 Trends in Top 10 per cent shares,
2000-2016
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Source: data based on World Inequality database. Available
at https://wid.world/data/ (accessed on 10 January 2019).

This finding runs directly opposite to the
conventional wisdom on income inequality
based on Gini estimates, by which most
countries in the region have comparatively

low to moderate levels of income inequality
(figure 5.12). In fact, many of the countries with
a reported moderate level of Gini recorded the
largest rising discrepancies between household
expenditure surveys and household final
consumption expenditures from national
accounts, suggesting that it is in these countries
where the order of magnitude of the inequality
problem is most underestimated. More
importantly, inequality among the surveyed
households (using the Atkinson measure of
inequality, which gives more weight to the
lower tail of the income distribution) appears to
have been fast rising since 2010 (figure 5.13).
Hence, even if we disregard the discussion on
the uncaptured income of top earners,
inequality poses a major policy challenge,
regardless of the measurement approach.
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Figure 5.12 Arab countries’ Gini coefficient versus
that of world

Gini world average
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Source: World Bank, 2019.

Note: The reported Gini index for each country is the latest
available between 2010-2015. For the Sudan, the latest
available Gini index is for 2009.

It is important to highlight that these within-
country income inequality trends do not
consider the impact of large refugee
movements, such as the influx of Syrians

to Jordan and Lebanon. These displaced
populations will have had an impact on the
overall level of inequality in the host countries,
since the vast majority of refugees are much
poorer than their host communities. With the
region having several ongoing conflicts, the
impact of these population movements on
inequality needs to receive far more attention
at both the national and regional levels.

As already noted, inequalities between
countries are another important aspect of intra-
regional inequality and are also fast rising. The
gap between the very high and low human-
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development group has increased dramatically.
In 2010 the average GNI per capita of the former
was 13 times the latter. In 2017, it reached a
multiple of 20. Corroborating evidence of the
enormously large intra-regional inequalities can
also be found in the fact that the total wealth of
the 42 richest Arabs (which according to Forbes
2017 list is 123.4 billion dollars) exceeds the
GDP of the Sudan, Yemen, Mauritania and
Comoros (figure 5.14). An interesting
observation when probing the Forbes list is that
around 40 per cent of those who made it had
previously held government or political
positions or were closely affiliated with
government officials and politicians. To a
certain extent, this signals deep entrenchment
of crony capitalism and nepotism in the Arab
region, as will be discussed later.

In conclusion, the above analysis suggests that
inequality levels in the Arab region are
higher than commonly assumed. Increases
in national incomes, modest as they may be,
are not systematically translated to higher
household incomes, thus delinking the growth
process from its social impact and producing
two contradictory inequality narratives.

As argued in the ESCWA Vision 2030 Report
(2015), by the 1990s, the Arab economic
development model had reached its limits,
which is evident in the significant deceleration
of HDI progress since then and more so since
2010. This model could not deliver on growth or
decent employment and fell short of meeting
the aspirations of an increasingly educated
youth and the middle class.

Socioeconomic inequalities are propelled by

complex economic and political structures, and
these are addressed in the next section.
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Figure 5.13 Average annual rate of change (AARC) in income index (i.e. normalized GNI per capita,
2011 PPP dollars) and its Atkinson measures, 2010-2017
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Source: Authors’ calculations based on UNDP, 2018.
Note: For Iraqg, Lebanon and the State of Palestine, the baseline years are 2011 and 2013 respectively due to data unavailability
in 2010. For Morocco and the Syrian Arab Republic, the end-line year is 2015 and 2016 due to data unavailability in 2017.

Figure 5.14 Wealth inequality: richest Arabs versus GDP of Arab LDCs in 2017

160
140

1234

m 1175

100

Billion dollars
=

3.2

502
. _— L)

Forbes richest Arabs SON YEM MRT COM

Source: GDP from World Bank, 2019; and Forbes, 2017.
Note: Figures are reported in current dollars.



C. Inequality drivers

1. Economic reforms squeezing
the middle class

The income and wealth inequality stylised
facts discussed above are in large part due
to the impact of liberalising economic
reforms. To understand why, it is useful to
review briefly how these reforms are supposed
to work. Economic reforms have two
components: a short-term stabilisation
component, and a longer-term structural
adjustment component. Stabilisation primarily
aims to reduce inflation and deficits (budget and
balance of payments) and correct “wrong”
prices. Two examples of such ‘wrong prices’
that haunted several Arab governments are the
overvalued official exchange rate and
undervalued or heavily subsidised fuel or
commodity prices. Right prices are necessary
for efficient and sustainable use of resources, as
well as ensuring specialisation in areas where
the economy is most productive. This will boost
domestic production and competitiveness,
leading to high growth led by exports and
inflows of foreign investment. The resulting
surpluses in the current and capital accounts
reduce balance of payments deficit and restore
equilibrium to demand and supply of foreign
currency. Usually, therefore, after episodes of
macroeconomic instability, restoring stability is
the first and foremost concern of agreements
between governments and the IMF.

Will restrictive stabilisation-focused monetary
and fiscal policies translate into more
investments and better-quality jobs? The
answer offered by Breton Woods Institutions
(the IMF and the World Bank) is a conditional
yes. If accompanied by complementary
medium- and long-term structural adjustment
policies, such as trade liberalisation and
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regulatory/governance reforms, stabilisation
will lead to higher private sector and foreign
investment, growth, employment generation,
and productivity growth. Poverty reduction and
an expanding middle class would then be the
final outcomes.

Does the theory work? The evidence is mixed.
Let us consider the part where it does seem to
work. Indeed, several Arab country experiences
show that austerity measures can deliver lower
inflation. Restrictive monetary and fiscal policies
(raising interest rates, imposing taxes and
slashing subsidies) can restore macroeconomic
stability and in some cases even restore growth.
However, economics and social policy literature
is replete with examples where structural
adjustment policies failed to induce higher
productivity and long-term growth. In fact,
evidence from the region suggests that, in the
absence of high economic governance quality,
some key components of liberalisation
programmes, particularly trade liberalisation,
privatisation and financial deregulation, have
exacerbated crony capitalism and worsened
socioeconomic inequality. Thus, as discussed
earlier, economic growth, albeit modest by
global comparison, would be restored in the
aggregate, but with little trickle-down effects.

This is, for example, what happened in Egypt’'s
first reform experiment during the 1990s. From
the late 1990s to 2010, micro surveys were
indicating very sluggish growth of household
consumption expenditure, while aggregate
macro-level national accounts covering the
same period were pointing fast growth in

per capita private consumption expenditure.
Essentially, there were two post-stabilisation
narratives: a mainstream story based on low
inflation and higher aggregate GDP growth, and
another less rosy one coming from the sectoral
and micro data showing higher poverty,
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vulnerability and informal sector employment
with declining real wages. Through their impact
on prices and real wages, stabilisation and
structural adjustments had thus built-in
mechanisms that specifically harmed the
vulnerable lower middle class, even when
growth in the economy as a whole was
restored. Meanwhile, as other data on
distribution of income and wealth to the top 1
per cent showed, inequality was much higher
than recorded by household expenditure
surveys, which is an important issue since it
touches on the grievances of middle-class
youth, who played a pivotal role in the 2011
uprisings (UNDP, 2011).

Impacts of economic reforms in other oil-poor
middle-income countries, such as Jordan,
Tunisia, Lebanon and Morocco, and in the LDCs,
such as the Sudan, had similar aspects to this
middle-class squeeze. The cardinal challenge
facing each of these countries is that its lower
middle class, who constitute the majority of the
middle class, are located right above the
vulnerability line, and thus even a small
increase in prices will cause them to fall into
moderate poverty and become vulnerable to
extreme poverty (Arab Middle Class report,
ESCWA 2015). Moreover, when impact of
recent inflationary episodes resulting from
devaluation in several of these countries
on changes in real income and expenditure
is factored in, we find that poverty may
have increased.

This narrative is reflected neither in
poverty lines based on purchasing power
parity (PPP) nor in Gini estimates. A
snapshot of headcount poverty rates in 1990
and 2015 across a wide range of poverty lines,
starting from $0.5 per day and ending at $10
per day, suggests that poverty declined
regardless of the choice of poverty line

(although at a much slower pace in the region,
relative to the global average). Moreover, it
shows that a high share of the population in the
Arab region is clustered between the $1.9 and
the $3.5 lines. In other words, extreme poverty
is low in Arab countries, but vulnerability to it is
high. The policy implication is that the negative
(or positive) poverty impact of social and
economic policies will be comparatively higher
in the region (Abu-Ismail and Kiswani,
Background paper to the ASDR).

National poverty lines give an alternative
perspective. As they build on household
specific characteristics to estimate basic

needs, national poverty lines have several
advantages. However, their main limitation is
lack of comparability across countries, due to
differences in poverty definitions, welfare
measurement techniques, survey designs,
questionnaires, etc. To minimise these
comparability problems, in 2015, using
household income and expenditure surveys

in nine Arab countries,® comprising over
two-thirds of the Arab population, ESCWA led
a research effort with a common measurement
approach to examine distribution of population
across four economically distinct household
categories (poor, vulnerable, middle class and
affluent). The question of what happened to the
middle class after the Arab spring was pertinent
at the time and provided the motivation for
this study.

To ensure consistency with national definitions,
the study harmonised, to the extent possible,
the poverty measurement techniques applied in
national poverty assessments of the countries
concerned (a task that was made easier by the
fact that these assessments were all conducted
with technical support by the World Bank and
the UN, and, hence, had applied very similar
poverty definitions and measurement



procedures).?® Thus, a household whose
expenditure is less than the lower threshold for
the cost of basic needs is considered ‘poor’,
while a household whose expenditure lies
between the lower and upper thresholds of the
cost of basic needs is considered ‘vulnerable’.
The middle class were correspondingly defined
as households whose expenditure lies above
the upper threshold and below the minimum
line for affluence. The latter is defined as the
level of expenditure on non-essential goods and
services equivalent to the value of the lower
poverty line (Abu-Ismail and Sarangi, 2015).
This definition draws on the fact that poor
households seldom have much choice in their
expenditure decisions. Non-food expenditure
choices, particularly non-essential ones (such as
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air conditioners, washing machines, cars, etc.)
are a main feature of the expenditure of the
middle class and affluent households.*

The results shown in figure 5.15 confirm
that, up to 2010, the middle class
constituted nearly half the population of
the nine Arab countries (47.3 per cent).
The (population weighted) regional average for
poverty was 21 per cent and, except in Yemen
and Egypt, headcount poverty did not exceed
13 per cent. An additional 20 per cent of the
population were vulnerable. On average, 12
per cent of the population belonged to the
affluent category, but, given their higher
expenditure per capita, Jordan, Tunisia and
Oman recorded significantly larger shares.

Figure 5.15 Population distribution across poor, vulnerable, middle class and affluent groups,
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Note: The household-specific cost of basic needs approach to define the food and non-food components of the poverty line,
following the methodology in El-Laithy, Lokshin and Banerji (2003).
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Figure 5.16 Population distribution across poor
to affluent economic groups in Egypt using national
definitions, 2005-2018
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Source: Estimated based on Abu-Ismail and Sarangi, 2015;
and Egypt Independent, “CAPMAS: 32.5 percent of Egyptians
live below poverty line”, 30 July 2019.

Interestingly, the study reported little
change in poverty, vulnerability and size
of middle class over the decade from 2000
to 2010, with the exception of Egypt, where
economic pressure on the Egyptian middle class
was clearly evident over the period from 2005

to 2010. These trends provide a basis for
understanding the economic concerns of the
vulnerable and lower middle-class groups in the
period leading up to the Egyptian revolution
(Abu-Ismail and Sarangi, 2015). It should be
noted, however, that much has changed in
the region since 2010. Poverty and
vulnerability are expected to have
stagnated or increased in most Arab
countries, due to factors related to conflict
and economic recession. Adjusting estimates
to reflect the impact of these factors, ESCWA
estimated the regional average for poverty in the
nine countries to have increased to 26 per cent

and the size of the middle class to have shrunk to
42 per cent of population in 2015. As poverty
worsened even further in conflict afflicted
countries (Syrian Arab Republic and Yemen), and
even in some other countries due to economic
reforms (for example in Egypt as shown in
(figure 5.16), the size of the middle class is
expected to have shrunk even further since then.

The conclusion to draw is that the

growth process from 2000 until today
was neither pro poor nor pro middle class.
The mechanism through which national income
is channelled to households is crippled, which
certainly calls for addressing the contraction of
middle class and the worsening of its wellbeing,
as well as the repercussions of that on political
stability. Two aspects of economic reforms that
appear to have propelled these inequalities

are lack of structural transformation and
constrained fiscal policies. These are

discussed in the following sections.

2. Lack of structural transformation, poor
labour market outcomes and growing
inequality between wages and capital

A prerequisite for reducing socioeconomic
inequalities is having inclusive economic growth.
However, as articulated in SDG 8, the latter
would be largely infeasible without provision of
inclusive productive employment. The
compelling need for an integrated growth-
development paradigm necessitates assessing
the status quo of Arab labour markets. Figure
5.17 presents employment-output elasticity,
defined as the responsiveness of employment to
a change in economic output. The Arab region
appears to have a comparably high employment-
output elasticity, indicating that growth was not
jobless. Still, elasticity nearly halved in 2010-2017
relative to 2001-2010. This can be contextualised


https://egyptindependent.com/capmas-32-5-percent-of-egyptians-live-below-poverty-line/
https://egyptindependent.com/capmas-32-5-percent-of-egyptians-live-below-poverty-line/

by taking into consideration the rent economic
structure that the region has long relied upon,
and which paved the way for an inflated public-
sector employment, which is the chief source of
formal employment. Nonetheless, since late
1980s, and even more so over recent years,
repeatedly low and fluctuating growth episodes,
in both oil-exporters and non-exporters,
significantly limited public sector capacity to
absorb excess labour supply. Simultaneously,
the role of the formal private sector in
employment expansion was limited and did not
rise to the challenge of absorbing the growing
influx of labour market entrants. Instead, most
employment opportunities arose in low value-
added and low paying informal service sector
activities. In short, many of the jobs created were
largely far from being decent.

The challenge facing Arab economies is
not limited to public-private imbalances
but extends to overall lack of economic
structural transformation. Figure 5.18
depicts shares of sectors in GDP in Arab

Figure 5.17 Employment-output elasticity, 2001-2017
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economies over 1980-2017. Evolution of sectoral
growth of Arab economies over this period
shows significant volatility in the share of the
hydrocarbons sector in GDP in oil-rich countries
(it declined from 59.1 per cent to 37.5 per cent
over 1980-1990, then rose to 47.3 per cent in
2010, to decline to a low of 35.3 per cent in
2017). These trends are in line with movements
in oil prices, while the structure of Arab oil rich
countries in 2017 remained very similar to that
in 1990, prior to the era of rising oil prices from
2000-2010. Moreover, since 1990, services and
other activity categories continued to be the
primary growing sectors in both oil-rich and oil-
poor countries, at the expense of agriculture.
Employment shares moved in the same
direction, from agriculture to services

(figure 5.19). Workers moving from agriculture
to services are likely to be engaged in low value-
added services. The fastest rate of employment
growth was recorded in the construction and
internal trade sectors in oil-poor countries, while
employment shares in other activities also grew
slightly in oil-rich economies.
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Source: Authors’ calculations based on World Bank, 2019; and ILO, 2018c.
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Figure 5.18 Sectors’ sharesin GDP in Arab oil-rich and oil-poor countries (Percentage)
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Figure 5.19 Sectors’ shares in total employment in Arab oil-rich and oil-poor countries (Percentage)
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The poor economic structure is manifested poorly in labour force participation. LFPRs

in poor labour market outcomes, as well have been generally stagnant since the
as in labour market informalisation. As 2000s, with persistent gender and youth
previously noted, the Arab region performs gaps (figure 5.20). In fact, in the Arab world,



LFPR was the lowest worldwide in 2018; mainly
due to low female economic participation.

As shown in chapter 4, Arab females are largely
on a par with males in educational attainment.
Yet, these gender gains have not been
translated into the labour markets where gender
gaps persist, with males having a LFPR 3.5
times higher than that of females. In nearly two
decades, female LFPR only increased by 1

per cent to remain, at around 21 per cent, the
lowest in the world.

The region also suffers a very low youth
LFPR that has been worsening, dropping to
29.1 per cent in 2018 (figure 5.20). Various
factors contributed to this decline, including:
increase in educational attainment of youth,
especially females, which may delay their entry
into labour markets; increase in youth
emigration as they seek better job prospects
oversees; and increase in discouraged workers
among the youth, who give up looking for a job
after prolonged periods of unemployment. The
latter phenomenon is reflected in high rates of
youth who are not in employment, education or
training (NEET) across the region, which
exceeded 20 per cent in non-GCC countries,
such as Algeria and Egypt, in 2017 and
surpassed 40 per cent in conflict-afflicted
countries, such as Yemen in 2014 and Iraq in
2012 (ILO, 2018c). In fact, reported
unemployment rates, especially for youth and
females, underestimate actual unemployment,
as they overlook discouraged workers who do
not even enter labour markets. Figure 5.21
presents unemployment rates disaggregated
by age and gender across the region. The
aggregate regional unemployment rate declined
to near 10 per cent in 2018, but this decline
predominately reflects improvements for males.
Gender gaps remained persistent, with
female unemployment rate (18.7 per cent)
more than double that of males (7.7
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per cent). Clearly, female disadvantage in
labour markets is more pronounced among
young females whose unemployment rate was
nearly 38 per cent and whose LFPR actually
dropped to less than 15 per cent in 2018.
Moreover, the slight increase in female
economic participation was more in the form
of rising unemployment rather than
employment (Assaad et al, 2018).

Similarly, the youth disadvantage is
manifested in higher unemployment rates
of 26 per cent. This points out to two key
challenges. The first one is the large youth bulge
and the high number of graduates, which
outpace employment creation within the present
economic structure. The second is the impaired
school-to-work transition, partly due to the lack of
an enabling learning environment that provides
younger generations with skills demanded by
labour markets, particularly in the private sector.
Moreover, as previously mentioned, the increase
in low-value added and informal sectors leads to
low-quality low-paid jobs, especially among
youth. As the fourth industrial revolution
proceeds, the need for reassessing educational
systems and reskilling workers, particularly the
youth, becomes pressing.

Hence, when the above trends in GDP
composition are combined with outcomes such
as high informality, low labour force
participation and high unemployment,
especially among youth and women, it becomes
clear that the growth process was neither
productive nor inclusive. Based on ILO (2018),
average informality levels in the five non-GCC
Arab countries (Syrian Arab Republic, Yemen,
Jordan, Iraq and State of Palestine) exceed the
world average, with 68.6 per cent of total
employment, including agriculture, being
informal. The agriculture sector typically drives
informality levels upwards. Hence, in
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accordance with SDG target 8.3, we examine to 50.5 per cent) and other regions, including
non-agriculture informality levels better to developing countries (from 69.6 per cent to 59.5
assess informality across the remaining per cent), in these Arab countries average
economy. Strikingly, while excluding agriculture  informality levels only declined to near 64 per
led to considerable reductions in informality cent. This underscores the bloating of informal

levels for the world average (from 61.2 per cent economies beyond the agriculture sector.

Figure 5.20 Labour force participation rate (LFPR) in Arab region by age and gender, ILO modelled estimates
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Figure 5.21 Unemployment rates in Arab region by age and gender, ILO modelled estimates
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Figure 5.22 Old-age pensions effective coverage: active contributors as a percentage of labour-force

and working-age population
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Note: ILO’s definition of Arab countries excludes North Africa.

Moreover, another key point is notable with
regard to informality. According to ILO (2018)
report, youth employment, in five Arab countries,
has a higher informality level (85.1 per cent)

than the adult population (61.1 per cent). The
higher engagement of youth in the

informal sector reflects the limited
employment opportunities available

for them.

Perry and others (2007) argue that job
informality is not restricted to unregistered
firms, but extends to all firms, including those
incompliant with some government regulation,
such as tax and social security evasion. Thus,
when contributory social protection schemes
are considered as an additional indicator, it
turns out that only 31.4 per cent of labour
force are active contributors and are
effectively covered by old-age pension
schemes, which leaves more than two
thirds of the labour force without future
social protection (figure 5.22). Effective

coverage is halved to 15.3 per cent if the total
working-age population is considered instead.

High levels of informality, along with
concentration of economic activity in medium to
low value-added sectors, may curtail GDP growth
and affect labour and overall productivity growth.
While, measured by output per worker, labour
productivity in the Arab region may be higher
than that of the world, its growth has been
generally below that of the world, as seen from
(figure 5.23). Indeed, labour productivity
growth in the region was largely negative
over 2014-2017 and remained close to zero
in 2018, partly due to the decrease in aggregate
output, following the drop-in oil prices, and partly
due to recurrent conflicts. In this regard,
continuous sluggish growth may have adverse
impacts on labour productivity growth and
output per worker levels in the long term, which
in turn may impact real wages, well-being and
inequality. Several other factors contribute to
declining output and labour-productivity growth
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rates, including increased conflict across the and ILO, 2019) and low investment in worker
region, slow adoption of technologies (ESCWA skills and training.

Figure 5.23 Annual labour productivity growth based on output per worker (measured in GDP
constant 2010 dollars, ILO modelled estimates) (Percentage)
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Source: Authors’ computations based on ILO, 2018c.
Note: ILO’s definition of Arab countries excludes North Africa.

Figure 5.24 Wage’s share in manufacturing sector as a percentage of total sales for selected

Arab countries in comparison with world averages by income group
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Source: Authors’ calculations based on the World Bank, Enterprise Surveys database. Available at
https://lwww.enterprisesurveys.org/en/survey-datasets (accessed on 10 august 2019).
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Hence, as public-sector employment absorption
capacity continues to shrink, all the figures
above emphasise the worsening crisis of
securing decent and productive jobs and the
need to engage with the formal private sector
for employment creation.

However, it is crucial to note that in the
manufacturing formal private sector (which has
low informal employment), productivity and
wage shares have been largely consistent with
the global averages (with the exception of low-
income Yemen and Mauritania where it is
distinctly lower) (figure 5.24). The lesson to
draw is that the low productivity growth in Arab
economies is not an economy wide feature.

Nonetheless, Arab manufacturing
enterprises tend to be more capital
intensive than other countries at similar
levels of income and human capital as
found from the enterprise surveys results
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(figure 5.25). The higher capital shares relative
to labour income shares in total revenues of
firms, most evident in the cases of Lebanon,
Egypt and Jordan, partly signals capital to
labour substitution and low employment
demand, notwithstanding abundance of
educated labour and high unemployment,
especially among youth and females. Not only
does this contribute to distorting employment
incentives and increased unemployment in the
near term, it may over time also negatively
impact average wages, job quality, and
inequality (ESCWA and ILO, 2019). The basic
mechanism is the concentration of capital
ownership among the most affluent, i.e.,
increases in capital shares boost incomes at
the top of the income distribution, leading to
deepened income inequalities (IMF, 2017).
Moreover, divergence between trends of labour
and capital share of income, with that of capital
increasing faster than that of labour, implies
growing inequalities.

Figure 5.25 Cost of capital and wages as a percentage of total sales for selected Arab countries

in comparison with world averages by income groups
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Note: Enterprise surveys use a stratified random sampling methodology with three strata: region, sector and size. In our
analysis, we use the sector stratification. We restrict our analysis to countries that have an acceptable level of observations
across all variables of interest. We also drop outliers, thus avoiding measurement biases and reducing their impact on our
estimates to guard against over and under estimation of variables.
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In essence, the share of wages in income It is possible for that share, which, additionally,
signifies the importance of labour participation expresses the share of labour in production, to
in output creation and measures intensity of exhibit a certain level of fluctuation over the
labour inputs in the production process, and business cycle, responding to technological
can, at the same time, be a measure of shocks. However, an increase in productivity
productivity, since firms that could generate a relative to factor cost may not be permanent, as

higher level of revenues with a constant level of higher income could generate higher demand
labour cost have a higher production efficiency. for both capital and labour (Mangin, 2014).

Box 5.1 Capital and Wage shares in income across sectors: cases of Egypt and Tunisia

Both Egypt and Tunisia experienced a higher capital share, signalling higher capital intensity in production, in
almost all the sectors presented below. As mentioned previously, due to higher growth in total output,
technological advancement reduces cost of capital and share of capital and wages in total income. However,
this may not be the case in countries such as Egypt and Tunisia, especially since total factor productivity
stagnated and output growth was limited in both countries during their political transition period. Furthermore,
energy subsidies in both countries played a significant role in favouring capital over labour in production. With
the Hotel and Restaurant sector being labour intensive, it is expected to have the highest share of wages in
income. Yet, the share of capital is significantly higher. Other notable observations are as follows: the
construction sector is more labour intensive in Egypt, but more capital intensive in Tunisia; the real-estate,
renting and business sector in Egypt has a higher share of wages compared with other sectors; the
manufacturing sector in Egypt and Tunisia has similar shares of capital and labour, but unlike Tunisia, Egypt’s
manufacturing is less labour intensive than all services other than wholesale, retail and trade.

Figure 5.26 Wage and capital shares by sector Figure 5.27 Wage and capital shares by sector
in Egypt in Tunisia
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Production processes with subsidised energy there are various other factors that also exert
prices, as in several Arab countries, favour downward pressures on wages, including high
capital and capital-augmented technologies, informality, predominance of low value-added
putting significant downward pressure on sectors, absence of unions and weak bargaining
wages and fuelling inequality. Nonetheless, power of labourers.

Box 5.2 Impact of economic migration on inequalities

Economic migrants leave their country of origin in search for better employment and economic prospects. It was
estimated that by 2017, around 164 million people had migrated globally for economic reasons, out of whom 13.9

per cent are in Arab countries (ILO, 2018a). At 40.8 per cent, the Arab region has the highest share of migrant to total
workers (ILO, 2018a). Immigrants in Arab countries, particularly in the Gulf countries, work in various sectors.
However, most work in construction and domestic work, which tend to be perceived as low-skilled sectors, with
men tending to be concentrated in the former, women in the latter. Migrants working in oil and gas, transport, and
hospitality are perceived to be higher-skilled workers. We focus on low-skilled migrants, as they form the majority.

Migration benefits the economies of both sending and host countries. For sending countries, the higher wages
earned by economic migrants in the host country are sent back to their home country as remittances. This is
particularly important for low- and middle-income countries that are highly reliant on remittance inflows for
supporting the economy in its entirety, including small businesses, healthcare, education, and financial institutions.
The flow of money incentivises employment in a variety of sectors, in addition to invigorating economic growth and
access to international capital markets through wealth generated from foreign exchange earnings. Thus, migration
plays a positive role in decreasing poverty levels in sending countries and reducing global inequalities.

For host countries, the effect of migrants on the economy depends on various factors, including the skillsets that
migrants have relative to native workers (Wolla, 2014), i.e., on the substitution and complementation effect. For
instance, high-skilled migrant workers add to the human capital of the host country, but if they have similar skills
to those of native workers, increased competition for job opportunities and wages would ensue. Since most
immigrants tend to be low skilled, immigration has a substitution effect on low-skilled native workers. In contrast,
when immigrants complement native workers, the host county can address skill shortages and boost
productivity, leading to an increase in employment rates and wages. For instance, when low-skilled migrants
meet existing demand in occupations that native workers do not engage in, the result is an increase of economic
output and labour demand, including for higher-skilled workers (Borjas, 2003).

As stated earlier, the Arab region, especially GCC countries, absorbs large numbers of low-skilled economic
migrant workers, which has been a major driver in closing the global income gap. Nonetheless, in some cases,
immigrants are subjected to precarious working conditions, including low earnings and limited social, political
and economic rights; all of which may increase internal inequalities in host countries. An extreme case in point is
the Kafala system, particularly for domestic workers, with foreign workers offered temporary contracts with
limited earnings, no union representation and no residential rights within the host country, in addition to having
their passports retained to limit their travel (Malit and Naoufal, 2016). Such unfavourable working conditions may
increase internal inequalities.

In sum, the net effect of migration on global inequalities depends then on a multiplicity of factors. In order for
both host and sending countries to reap the benefits of migration and decrease global inequalities, well-managed
migration policies need to ensure for labour rights, social protection, and access to healthcare and basic
education, as articulated in SDG 10.
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To shift attention to policies favouring structural
transformation towards manufacturing, shares
of wage and capital in the manufacturing sector
(sector classifications are based on ISIC 3.1)
were investigated, to reveal that wage shares in
manufacturing in most of the countries
examined (except for Tunisia and Morocco) are
even lower than in country aggregate averages,
while capital shares are higher, indicating more
capital deployment in almost all Arab countries.
This is exactly the opposite of what happened in
Asian and Latin American manufacturing
sectors, where the share of wages in the
manufacturing sector is higher than in country
aggregate averages (ESCWA and ILO, 2019).
This is not to claim that transformation in
production toward manufacturing is a failing
strategy; rather that transformation plans
toward higher productive activities, such as
manufacturing, should address expanding the
employment demand capacity of manufacturing
firms, especially for educated youth and
females, for this would both utilise their talent
and reduce poverty and inequality.

At a broader level and as illustrated in the IMF's
World Economic Outlook 2017, the share of
national income paid to workers has been
falling globally since the 1980s for both
advanced and emerging market economies.
According to ILO’s global wage report 2014-15,
growth in average real wages and labour
productivity between 1990 and 2013 diverged,
with labour productivity continuing to outstrip
real wage growth among developed economies.
This clearly implies that large economic rents are

accruing to the top end of the income distribution.

The Arab region has a much lower labour
income share in GDP (between 30 per cent
and 40 per cent in 2016) than its
counterparts. A slight improvement in labour
shares can be noted for some GCC countries over

the period 2008-2016. The technological gap and
factor substitutability in production across the
private sector, as discussed above in the case of
non-GCC countries, may explain the bigger role of
capital employment that fuels inequality.
Nevertheless, it is worth noting that the forces
behind the overall declining share of wages in
income are not fully understood and are yet to be
investigated fully (ILO, 2015).

3. Fiscal policies and debt obligations adding
pressure on social expenditures

Social and development programmes are
primarily financed by tax revenues. In the Arab
region, taxes are comparatively low, particularly
in resource-rich countries, where oil proceeds
provide an alternative source of income for social
expenditures. Tax revenues have generally
amounted to less than 5 per cent of GDP in the
oil-rich countries but increase to an average of
nearly 20 per cent of GDP in the relatively
resource-scarce countries (World Bank, 2019).
Fiscal policy challenges intensify for
countries reliant on taxation as the major
source of revenue. Their share of income
tax in total tax revenue remained either
steady or declined over the years between
2005 and 2014 (E/ESCWA/EDID/2017/4).

Although tax levels vary across Arab
countries, tax structures are largely similar:
most countries, including the GCC, have
relied primarily and increasingly on indirect
taxes (e.g., VAT). Figure 5.28 shows that the
share of indirect taxes (taxes on goods and
services) in total tax revenue remained high and
increased over the same period for several oil-
poor countries. For instance, in Jordan, indirect
taxes constituted around 69 per cent of total tax
revenue in 2017, increasing from 66 per centin
2005. During the period considered, the share of


https://www.unescwa.org/publications/rethinking-fiscal-policy-arab-region

income tax in total taxes in Tunisia improved
somewhat, although the major contribution to
tax revenue has come from indirect taxes on
goods and services.

Essentially, indirect taxes imposed on high-
consumption goods and services are
regressive,® in that, the tax burden falls
primarily on middle- and low-income earners,
who constitute the largest sections of consumers
in the Arab countries, thereby increasing their
vulnerability and impoverishment. A paradox
that then arises is that while these taxes

may contribute to funding pro poor social
programmes and cash transfers to enhance
equity, they may end up increasing poverty if the
net amount paid in taxes by the poor offsets the
gains from the transfers and subsidies they
receive. Such regressive taxation may also push
those belonging to the middle class down into
the bottom rungs of the income distribution.
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In addition to low significance of income
tax, the wealth tax constitutes a negligible
share of total tax revenue in most
countries in the region. Among the four
countries in the figure 5.28, Morocco had a
relatively larger share of earnings from property
tax, which increased from 3.5 per cent of total
tax revenue in 2005 to 7.4 per cent in 2014 and
2017. In Egypt, contribution of the wealth tax to
total tax revenue increased meagrely from 1.0
per cent in 2005 to 1.6 per cent in 2014, to
decline to 1.2 in 2017. Moreover, in Egypt,
evident increasing inequality notwithstanding,
the share of property tax was negligible.

In addition to possibly being a major potential
source of revenue, a property tax can be a
useful tool for correcting imbalances in any
society by improving tax fairness. Globally,
taxes on property constitute around 7 per cent
of total tax revenue, a much larger share than in
Arab countries.

Figure 5.28 Composition of tax revenue in selected oil-poor countries (Shares in percentage)
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Source: Authors’ calculations based on data from IMF, “Tax revenues”. Available at http://data.imf.org/?sk=77413F1D-1525-
450A-A23A-47AEED40FE78&s1d=1390030341854 (accessed on 15 June 2019).
Note: For Tunisia, the yellow section reflects both corporate and individual income.
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Furthermore, though progressivity in burden
of direct taxes is not enough to correct
inequalities, it does help. However, in the
region, personal income taxes lack
progressivity due to low top-tier rates
and exclusion of non-wage earnings.
For instance, a study in Lebanon shows that
income is highly concentrated at the top end
(Assouad, 2019). In Jordan, direct taxes and
social security contributions broadly show
mild progressivity (figure 5.29), with higher
income deciles contributing a larger share
of taxes and contributions than that of the
lower-income deciles, although the pattern
varies over the years. However, direct taxes
on, and social security contributions from, the
top decile remained lower than those of

the middle-income deciles (between the 5th
and the 8th deciles). Such a pattern of

tax burden, which is associated with the
distortionary effects of either corruption or
discretionary application of rules that help the
upper-income bracket avoid paying tax or

understate income (Jewell and others, 2015;
E/ESCWA/EDID/2017/4).

In short, the tax system in the Arab region
suffers from two core problems:
regressivity and high incidence of evasion.
While the first relates to the tax structure itself,
tax evasion is linked to the prevailing weak
institutional and governance framework, which
itself influences the choice of tax structure. Lack
of good governance may incentivise corruptive
behaviour, such as financial underreporting and
resorting to the informal economy, since gains
from evasion tend to outweigh costs of
noncompliance. Thus, the rationale behind
governments opting for indirect taxation is
closely linked to their weak ability to enforce
proper tax collection. With proper governance in
place, governments can increase their revenues
by widening their tax base, instead of imposing
higher tax rates. Prevalent weak governance
does not only influence tax schemes, but also
impairs overall development-growth channels.

Figure 5.29 Direct tax progressivity across market income deciles for Jordan
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Source: Authors’ calculation based on Economic Research Forum, “Jordan, HEIS, 2008, 2010, 2013 and 2014”, Open Access

Micro Data Initiative. Available at http://erf.org.eg/data-portal/.
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Tailoring an efficient tax scheme is complex,

as governments need, first, to balance their
redistributive objectives with their economic
growth goals, and, secondly, to avoid falling
inadvertently into the fiscal paradox of inequality
reduction policies possibly exacerbating poverty.
On a related note, while social expenditure is
relatively high in the Arab region, most subsidies
are poorly targeted, effectively subsidising the
rich and fuelling inequality. Precise estimates

of subsidies are not easily available across
countries, as they are often combined with
transfers or other social-benefit expenditures.
Nevertheless, estimates show more than three
quarters of subsidy expenditure in the region
was on fuel, representing a large share of total
energy subsidies, approximately 27 per cent
(IMF, 2013).

The main beneficiaries of energy subsidies tend
to be middle- and high-income populations,
since their consumption is significantly larger
than that of the poor (Gelil and Saab, 2015).
Furthermore, “Rethinking Fiscal Policy for the
Arab Region” (2017) underlines the fact that
public expenditure on education and health
remains largely overlooked across the region,
especially post eighties and nineties reforms,
with the poor and middle class relying mainly
on out-of-pocket expenditure for health services.

Fiscal capacities for development
expenditure are further constrained by

high debt obligations. Caner, Grennes

and Koehler-Geib (2010), established a public
debt-to-GDP threshold of 77 per cent, over

which cumulative debt would lead to a slowdown
in growth. As seen from figure 5.30, 7 Arab
countries have passed this threshold, with the
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Sudan and Lebanon having dire ratios. This
raises concerns for unsustainability of debt
trajectories and for their repercussions on growth
and development; all the more so, since
resources are constantly diverted to finance debt-
service payments and military expenditures,
while public investments and social expenditures
are reduced. Oil-rich countries tend to have
moderate debt-to-GDP ratios, but, with their
social expenditures being based on oil returns,
they have been consistently under pressure over
the past few years due to low oil prices.

Examining the structure of public
expenditure in the Arab region shows that
it has not addressed well shortfalls in
education and health (E/ESCWA/EDID/2017/4).
In fact, in terms of share of total expenditure,
public expenditure on education registered a
continuous decline from around 18 per centin
2000 to 13 per cent in 2010, and average health
public expenditure declined slightly from 7 to 6
per cent over the same period (figure 5.31). After
2010, there has been a tendency to improve
health and education expenditure to avoid
popular discontent following the Arab spring and
respond to increasing demands for greater
social-sector expenditure. In 2014, the respective
shares of total expenditure of health and
education improved to 9 per cent and 16

per cent. However, increasing public debt and
low oil prices since 2014 have put heavy pressure
on public budgets across the region, which
adversely impacted public expenditure in general
and called for economy-wide expenditure
reforms. Thus, the constrained fiscal space
across the region continues to struggle with
meeting the greater need for enhancing social
expenditure to achieve the SDGs.
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Figure 5.30 General government gross debt (Percentage of GDP)
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Source: IMF, “General government gross debt”, IMF DataMapper. Available at
https://www.imf.org/external/datamapper/GGXWDG_NGDP@WEO/EURO/EU/USA/IPN/CHN (accessed on 20 April 2019).

Figure 5.31 Health and education expenditure (Percentage of total expenditure)
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Figure 5.32 Out-of-pocket expenditure on health, 1995-2015
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Unsurprisingly, the region has unusually high
out-of-pocket expenditure on healthcare

(figure 5.32). Out-of-pocket spending on
both health and education consumes up to
8 per cent of the disposable income of the
poor and 11 per cent of that of the middle
class (ESCWA, 2014b). This is perhaps
expected, since the share of students enrolled in
private educational institutions is markedly high
in several countries, e.g., 34.5 per cent in Jordan
and 73.9 per cent in Lebanon in 2014 (Sarangi
and Bonin, 2017), compared with the world
average of 13.4 per cent. Neglect of public social
expenditure on education and health does imply
that financial burdens on poor and lower
middle-income households may be high,
adversely affecting outcomes and opportunities
that contribute to narrowing inequality.

D. Political economy drivers

In an attempt to discern the salient features of
political economy in the Arab Region, this section

takes a long-term view, delving into the past half
century of evolvement of income and inequality
to establish that over time the State has become
deeply entrenched and has retreated from
providing quality social services. The
predominant rentier nature of Arab economies is
characterised by a weak governance and
institutional framework, emergence of crony
capitalism, restrictions on freedoms, and low
political participation that adversely impacted
autonomy. Inevitably, this has deepened existing
economic, social and political inequalities and
reinforced social and economic arrangements
that systematically favour the interests of those
with more influence, i.e., it resulted in an
inequality trap. The following subsections discuss
two of these features to understand better the
dynamics of rentierism and its repercussions on
socioeconomic outcomes and inequalities.

1. Cronyism and clientelism

Reforms imposed in the late twentieth
century, containing the private sector
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in an effort to dampen opposition to the
state, have led to a distorted transition
from state-driven growth to market
economy. In a report, ESCWA (2018c) finds that
this period led to emergence of “narrow
networks of privileges” characterised by private
sector enterprises close to the ruling class
offering critically important political loyalty and
support, while controlling entry to markets and
benefiting from weak rule of law.

In trying to underscore further the multi-layered
crony capitalism in the Arab region, the report
employs a classification of state-business
relations based on the Korean, Brazilian and
Russian models. In the Korean model, patrons
dealt with clients by providing economic
incentives in exchange for increased dividends
and those who underperformed faced jail. In the
Brazilian model, firms receiving economic
privileges would pay back through political
financing or employment of people close to the
politicians. In the Russian model, firms allied
with the ruling class were allowed to benefit and
operate unrestricted, thereby preventing the
opposition from gaining economic strength. The
ESCWA reports links lack of inclusive growth in
the Arab Region to the third, i.e., Russian,
model, where firms close to the ruling elites

(at least until the eve of the 2011 uprisings) in
Egypt and Tunisia benefited from economic
privileges the most, which is also another
reason for informalisation of labour markets and
inability to reap the demographic dividend.

Indeed, as part of this bargaining rentier
deal, the crony capitalist class that
emerged cemented patron-client models of
doling out services to the privileged few at
the expense of excluding those with no
political connections. The privileged few who
benefited from their closeness to the ruling class
and who established an exclusive economic

model are ‘insiders’, differentiated from the
‘outsiders’ who are societal groups that found
insecure employment with no social benefits in
the largely informal sector. To illustrate the point,
the ESCWA report cites two stark examples of
emergence and entrenchment of networks of
privileges from Egypt and Tunisia. In Egypt, 500
firms controlled by 32 businessmen with strong
political connections, “most of whom occupied
political posts in the mid-2000s”, controlled “60
per cent of the overall corporate profits in the
country, even though they employed 11 per cent
of the labour force in the formal private sector”.
Similarly, in Tunisia, prior to 2011, firms close to
the ousted president controlled 21 per cent of
private sector profits, while employing only 1
per cent of the labour force.

In short, this political settlement describes a
relationship between state, private sector and
labour in which ‘outsiders’ and ‘insiders’ play
distinct roles, with the ‘insiders’, backed by the
state, defending their privileges and resisting
efforts by the ‘outsiders’ to enter the labour
market, thus impeding social mobility. The model
of crony capitalism in the region perpetuates this
political settlement and, with noticeable lack of
autonomy, aggravates inequality. In several
economies in the region, very small firms of 4
employees or less occupy a sizeable share of the
bottom of the private sector, while at the other
end of the spectrum, large firms closely
connected to decision makers make up the top of
the private sector, with a “missing middle”.
Widespread clientelism essentially hampered
market competition and undermined
development of a dynamic private sector,
consequently leading to lack of employment
creation, prevalence of white elephant projects
and low value-added economic growth. Put
differently, the 20th century reforms distorted the
market economy and cultivated instead influence
of the well-connected incumbents.



In this context, the Arab Region experienced
labour dualism, which the ESCWA study
expounds on by explaining that insiders, with
their vested interest in blocking reform, make it
difficult to transform the economic system, by
gradually allowing outsiders in, to render it
more inclusive and, hence, less unequal.

A major contributor to wage inequality,
therefore, is the schism between a small
formal sector and a bloated informal
sector, caused largely by prevalence of
crony capitalism as an outgrowth of the
structural-adjustment policies of the late
twentieth century.

Indeed, metastasis of a narrowed network
of privileges and prevalent cronyism not
only hampered growth and job creation and
aggravated inequality, but also made for
onerous opportunity costs. For instance, the
report estimates that “Egypt’s growth could have
been 1 per cent larger per year and labour
demand 20 per cent larger over the past decade,
in the absence of privileges of the politically
connected”. Another cost of cronyism is that after
two decades of mismanaged economic
liberalisation, the formal sector still employs “less
than 15 per cent of the labour force”. In parallel
with cronyism, meritocracy was replaced by
networks of nepotism (wasta) and connections in
the formal labour market, particularly in the
public service; thereby excluding those with
modest and unconnected backgrounds and
creating a scarcity of formal jobs.

Essentially, the reforms were devoid of the
necessary political liberalisation and the
governance modes that needed to
accompany them and, hence. sowed the
seeds of inequality, which was further
aggravated by a retreat in government public
investment in the eighties and nineties, to rise
again only in 2000-2005. For instance, in Egypt
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and Tunisia, by 1998, state expenditure was cut
by 36 per cent and 16 per cent of GDP,
respectively. This scaling back inevitably
impacted state institutions and the ability of
governments to provide the services needed.
Public investments were hardest hit, decreasing
from a high of 19 per cent GDP to about 8

per cent in Egypt, and from 14 per cent of GDP
to about 3 per cent in Tunisia. As argued by the
ESCWA report, rollbacks in public expenditure
affected mostly the already poor and
underprivileged who had a limited voice and
restricted avenues of participation. In the same
vein, reduced expenditure also affected
spending on health and education, which hurt
the neediest who had the most restricted access
to these services; hence increasing inequality.
Similarly, subsidies in Egypt fell from a
whopping 23 per cent of GDP at their height in
the 1970s to less than 2 per cent of GDP at the
end of the adjustment period of the 1990s, while
in Tunisia, they fell from a height of 11 per cent
of GDP to close to zero. While subsides
increased in the early 2000s, they were largely
benefiting regime supporters among the middle
and upper classes, instead of benefiting the
poor. In the meantime, there was an increase in
tertiary education enrolment in several
countries, which led to an increase in
expectations of educated youth, while foisting
upon several countries the phenomenon of
‘unemployed graduates’.

These developments were also conjoined
with severe restrictions on freedoms that
adversely impacted autonomy. Civil society
was restricted, and such powerful groups as
organised labour unions were either co-opted or
kept in check. Moreover, severe divisions and
fragmentation of social groups precluded
formation of such broad-based coalitions as
would be needed for enacting true reforms,
aggravating tensions in society instead.
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2. Inequality in autonomy

Following the Arab uprisings, the region,
with the exception of Tunisia, did not
experience an improvement in human
rights, political rights, or overall
governance. In fact, post the uprisings, there
has been a marked decline in social activism
and civic rights. No country in the region, except
Tunisia, ranks above average on the Worldwide
Indicator of Voice and Accountability of the
World Bank. Additionally, laws favouring

equal treatment are weaker than in other
countries in the rest of the world. Using data
compiled from the Rule of Law database to
construct an equal legal treatment index,
ESCWA (2018) finds that regardless of income
level, “in contrast to the average situation in the
rest of the world”, laws for equal treatment in
the Arab region were “rated worse than the
overall rule of law”.

There cannot be access to, and full enjoyment of,
socioeconomic rights without full recognition of
political rights, which underlines the role of
personal autonomy. ESCWA's (2018c) “Inequality,
Autonomy and Change in the Arab Region”
defines autonomy as the ability to act
independently without constraints and take
control of one’s life. The report also nuances the
definition by differentiating between perception
of independence and control over one’s life and
aspiration to be autonomous as an intrinsic value
to be pursued, arguing that negative autonomy is
characterised by perception of control over one’s
life and freedom of choice of how to live, while
positive autonomy is measured by self-
expression of individuals and how much they
value autonomy as an aspiration.

The report argues that autonomy goes beyond
securing basic freedom of choice, control, self-
expression, and empowerment to widen

choices for action and reinforce capacity for
participating better in public life. It is, thus, a
major pathway for social emancipation.

It further contends that increased autonomy
allows individuals and societies to feel
empowered and hence more included in
the development process, thereby
positively contributing to both equality of
opportunity and equality of outcome.
Indeed, the major contribution of the reportis in
devising a creative framework that ties
autonomy to inequality through three different
perspectives. First, autonomy gives people
freedom and capability to act. Secondly,
positive autonomy, in the sense of freedom of
expression, can have important social benefits,
positively impacting social changes, especially
on issues such as gender equality, income
equality, civic engagement, attachment to
democratic values, social and religious
openness and tolerance. Thirdly, autonomy
leads to better representation, which, in turn,
can lead to welfare, thus improving societal
outcomes and promoting inclusivity. In short,
improved autonomy gives people a stronger
voice and the ability to exercise their civil and
political rights, and, hence, ensures effective
participation in policymaking.

In this section, in an effort to place autonomy
at the heart of the inequality debate in the
Arab region, we draw on the main findings
of the ESCWA report, with emphasis on

how existing political and institutional
arrangements engender a low sense of
autonomy, especially among youth. In general,
the educated and the youth drive social
change, the more autonomous they feel; an
issue that is key in the Arab region, where
the youth bulge is significant and the

desire for inclusive development, reduced
inequality and effective participation in
policymaking is high.
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Two key findings of the report are that:
first, on average, personal autonomy tends
to be relatively low in the region,
compared with the rest of the world,
particularly in terms of self-expression;
and, secondly, there is unequal
distribution of autonomy among
population. Whereas in the rest of the world,
the main division is between the educated and
the uneducated, in the Arab region, it is often
between the young and the old. This negatively
impacts likelihood of social change, since
educated, autonomous youth usually display
more preference for equality, openness and
social tolerance, which is why they form a
critical mass pushing for change. While the
youth may have a high degree of ambition and
aspiration, they do not necessarily possess the
sense of negative autonomy needed to do
something about it; a revelation that is key to
understanding how people with a strong sense
of autonomy act on their political choices. The
causes for the peculiar distribution of autonomy
in the Arab region are posited to be: (a) an
unequal and exclusive system of legal rights;
(b) an education system that does not promote
personal autonomy (or promotes it much less
than in the rest of the world); (c) a dominant
system of patriarchy that plays a significant role
in constraining individual behaviour and
autonomy, particularly for youth and women;
and (d) various other cultural, economic and
political forces suppressing self-expression, all
linked to rising economic insecurity, religiosity,
physical repression, and, more recently,
physical insecurity.

The report put forward further interesting
revelations about the Arab region. In rich
countries, the more educated people are, the
richer they get, with self-expression and control
over one’s lives being upward curves moving in
parallel. In the Arab region this is not the case.
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While, on average, life control tallies with the rest
of the world, there is regression in the autonomy
as a vehicle for self-expression. Where income is
high, as in Kuwait and Qatar, the degree of
control over life is higher. In comparison with the
rest of the world, distribution of aspects of
autonomy reveals that among the old and
educated in the Arab region, control over life is
higher. Among young Arabs, the degree of
control over life is low, most likely due to high
rates of unemployment and other similar
economic woes, in contrast with non-Arab youth
who worry less about economics and exhibit
more autonomy and control of their future.

Education, religiosity and insecurity play a
critical role in shaping autonomy. In contrast
with the rest of the world, education is not
necessarily a tool of emancipation in the Arab
region, since, with the exception of Lebanon
and Tunisia; few young people find stronger
self-expression as a result of higher education
rates. Possibly as part of the social contract,
education has been used as an instrument
of indoctrination, to ensure obedience and
sustain conservative values, instead of
promoting critical thinking. Students who
refuse to conform are often considered rebels
and are basically rejected by the system. This
partly explains inequality in access to education
between those who acquiesce and those who
refuse, and, in addition to antiquated teaching
methods, explains prevalence of poor
educational quality and low skilling.

To a certain extent, when religion instils
values that fetter social emancipation or
even social change, religiosity and piety
play a similar role. Research found that higher
levels of piety are associated with low levels of
activism, support for patriarchy, and social
intolerance. The ESCWA report notes that, with
the failure of the state-led modernisation drive,
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there has been an increase in religiosity since
the end of the 1970s. Arab citizens tend to be
more religious by significant margins than
citizens with similar socioeconomic
characteristics in the rest of the world.
Furthermore, the rise of political Islam served to
deepen religious conservatism. Additionally,
low levels of autonomy and rising threats of
insecurity translate into high levels of
intolerance and lack of support for such issues
as political rights, gender equality and inclusive
and democratic values, giving way to favouring
authoritarianism.

Indeed, the deep entrenchment of the
patriarchal system is a foremost reason for
low autonomy especially among youth and
females. Evident in the persistence of wide
gender gaps in politics, labour markets,
education and family roles, this is also embodied
in gender-discriminatory laws, including

labour and inheritance laws, in addition to
being supported by societal perceptions and
sociocultural norms. Hence, the Arab region
scores much lower in terms of gender equality
than countries with similar development levels.
However, over the past few decades and more
S0 post 2011 uprisings, most Arab countries
have experienced improvements in pro gender
attitudes, with Tunisia’s progress being most
noteworthy; advancing from being the third

pro gender country in the region to becoming
the first. In general, women, youth and
educated individuals tend to form major

pro gender groups, relative to the rest of

the population.

In short, along several dimensions, such
as gender equality, commitment to
democracy and religious tolerance,

the region is more conservative than
elsewhere with the same levels of
development. Due to an education system

that does not encourage civic activism, self-
expression does not automatically translate into
social emancipation. While there is some
progress on self-expression and, generally,
more liberalism and less respect for authority,
conservatism is still prevalent and serious
moves towards dismantling the patriarchal
system remain sorely lacking. Notably, the
information revolution and higher rates of
internet and social media penetration over the
past few years have played a role in increasing
self-expression and autonomy and advancing
progressive values, such as gender equality and
civic engagement. Yet, change in social norms
is slow, due to persistent lower levels of
personal autonomy. It is, indeed, difficult to
instil new ideas and values in society,
particularly among the youth, if citizens do

not feel they can become influential, for, as
result, they remain under the influence of their
elders in forming their own sets of values.

The above discussion raises two
questions. First: how does low personal
autonomy relate to inequality in the Arab
region? A startling revelation of the ESCWA
report is that on average the Arab region seems
to be more accepting of inequality than globally.
Preference for equality is low, even though
preference for redistribution of income is
higher. The report argues that “One can
hypothesise that the low preference for equality
and redistribution among educated Arab
citizens reflects the unequal distribution of
education in the region and their logical
rejection of being taxed for the purpose of
redistribution to the uneducated part of the
population. On the other hand, the dislike of the
old for redistribution may be related to the fear
of the type of socialism they experienced in
their youth. The position of the educated youth
is most surprising — they do not value equality
per se, probably on account of their high level of



self-expression, yet they do support income
redistribution”. Self-expression is associated
more with an attachment to social solidarity and
“self-expression and control over life are both
negatively correlated with a preference for an
active state on the social justice front”.

The second question is: how does low
personal autonomy relate to rentierism
and conflict?

Essentially, the rentier social contract is built on
the exchange of high per-capita rents for low
accountability and transparency, low political
participation and regime legitimacy. Put
differently, low self-expression and autonomy
are inherently built into the social and
institutional arrangements of the rentier
countries, including their educational system.
Nonetheless, sustainability of this deal is
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questioned as youth increasingly call for more
political participation, autonomy and democracy
and certainly for decent economic opportunities.
In fact, the ESCWA report points out that civic
engagement appeared to be highest among
youth leading up to the popular uprisings —
largely due to low sense of control over lives
and a strong ambition for self-expression. Aside
from participating in demonstrations, the report
finds, civic activism is weak and far below the
global average. Due to severe restrictions on
activism, such as restrictive laws, need for
permits, etc., it becomes common in new
forms, such as on social media. In short, the
report finds that Arab youth, more than the
older generation, tend to be in favour of
democracy. Hence, as their low sense of

control over lives and failing aspirations

persist, they may gradually push for change

in socio-political structure.

Figure 5.33 GNI per capita (2011 PPP dollars) and Governance index (G3) in 2017
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Source: World Bank, Worldwide Governance Indicators database. Available at
http://info.worldbank.org/governance/wgi/#reports (accessed on 10 January 2019); and UNDP, Human Development data.
Available at http://hdr.undp.org/en/data (accessed on 15 August 2019).

Note: We normalise the governance (G3) and political stability (PSI) indices using min-max criteria.
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Figure 5.34 Percentage change in governance and political stability indices, 2000-2017
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Note: We normalise the governance (G3) and political stability (PSI) indices using min-max criteria.

The result may be a rise in conflict. As argued
above, rent-based economies nurture an
environment of weak governance and
accountability, with the concentration of
political power in the hands of a few. Figure 5.33
plots GNI per capita versus our composite
governance index (G3). Following the
methodology of Abu-Ismail, Kuncic and Sarangi
(2016), G3 is the geometric mean of 5 World
Governance Indicators (WGI), namely rule of
law, voice and accountability, governance
effectiveness, regulatory quality and control of
corruption, and ranges from 0 to 1, with higher
values indicating better governance.

Generally, Arab countries have low
governance scores, especially the LDCs
and conflict-afflicted countries, such as
Yemen, the Syrian Arab Republic and the
Sudan. Consistent with the rentier social
contract, oil-rich countries have high GNI

per capita and relatively low governance levels.
More interestingly, figure 5.34 shows that over
the period 2000-2017, most Arab countries had
declining governance and political stability
indicators, including some oil-rich countries,
such as Saudi Arabia and Kuwait. The close
association between poor governance and
political stability may be due to several factors.
The demonstrations of the Arab Spring were not
only a call for economic opportunities and social
justice, but also for increased democracy,
freedom, accountability and transparency
(World Bank, 2015b).

However, socioeconomic inequalities
accentuate importance of good governance, for
not only would it lessen the inequalities
themselves, as previously argued, but may also,
and particularly in terms of voice and
accountability, mitigate risks of political
instability due to inequality.


http://info.worldbank.org/governance/wgi/#reports
http://hdr.undp.org/en/data

Figure 5.35 Inequality and political instability
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Figure 5.35 shows a weak negative relationship
between inequality (Gini) and political stability
(PSI indices), which is consistent with the lack
of consensus among scholars on the
relationship between economic inequality and
political violence, especially since altering the
definition or the measurement of inequality
(e.g., vertical vs. horizontal) yields different
empirical results. Nonetheless, theoretically,

as posited by Gurr (1970),* inequality, or
relative deprivation, may be a key prompter of
social frustration and political instability.
Goldstone (2011) stresses that in the wake of the
Arab Spring, persistent poverty and, even more
importantly, skewedness of economic growth
benefits to the elite played a critical role in
prompting the uprisings.

Essentially, analysing whether income
inequality leads to political violence
requires considering several influencing
factors. Inequality alone may not necessarily
result in political instability. Yet, its

synchronisation with multiple socioeconomic
shortfalls, such as a deteriorating standard of
living, paucity of decent jobs, poor economic
performance, environmental degradation and
governance deficits, may fuel social frustration
and prompt instability. Moreover, government
response to social grievances, whether by
introducing reforms or supressing the voice of
the people, plays a critical role in determining
the outcome (Gurr,1970), which again places
governance at the heart of the issue.

3. Falling rents call for rethinking Arab
development model*

Natural resource endowments have been
shaping Arab economies for decades,
especially in the nine resource-rich net oil-
exporters (i.e., the GCC countries and the three
remaining OPEC members) where high per capita
rents, in the form of government provision of
subsidies, low tax rates and public-sector
employment, have been a pillar of development

Rethinking Inequality in Arab Countries Inequality Drivers
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policy since the 1950s. Natural resource riches
have also influenced Arab oil-poor and non-oil
exporting economies through capital flows from
the resource-rich countries, especially
investment, and remittance and tourism inflows.
These rents and their spillover effects have thus
played the lead role in promoting social and
economic development over the past four
decades across most Arab countries.

However, rents and their spillover effects have
also cemented authoritarianism and, in some
countries, directly or indirectly led to rising
political instability and conflict. The key
question is whether the region’s development
prospects can be delinked from these resource
rents? And if so, when and how? More
specifically, what would incentivise Arab
regimes to embark upon difficult governance
reforms? While clearly not an easy question to
answer, Paul Collier (2019a, 2019b) suggests
that the declining rents per capita are key to
establishing the case for the urgency of such
reforms. Accordingly, in this section we ask
three questions: What would happen to

per capita natural resource rents by 2030 if
post 2008 trends continue? What are the
possible ramifications on oil-poor economies?
And finally, do these projections imply urgency
in terms of the need for political-economy and
institutional reform?

Since the non-oil exporting economies of the
Arab region are heavily reliant on capital flows
from the resource-rich oil-exporting countries, a
high correlation between trends in rent flows in
both groups would be expected. Moreover, the
existing rentier development model is
increasingly being pressured by the frustrated
youth calling for increased autonomy and
political participation, and, more importantly,

given that the core rent economy structure is
highly susceptible to oil price volatility, it is
being squeezed by developments in oil markets.
Indeed, oil price drops in the last few years,
particularly in 2014-2015 following growth of
United States shale oil production, putin
question the sustainability of rentierism,
considering the evolving global patterns in oil
supply and demand. Figure 5.36 depicts real
natural-resource rents per capita (2010 constant
dollars) for Arab oil exporters and non-exporters
over the period 2000-2017, showing high
fluctuations in both sets of countries, especially
post the 2008 Great Recession. Troughs in 2001-
2002, 2008-2009 and 2014-2015 coincide with
the plummet in global oil price during those
periods. Subsequent periods of oil price
recovery are also reflected in steep rises.
Notably, upward swings are more observable in
the pre-2008 phase and peak at 2008, reflecting
the 2004-mid 2008 commodities price boom.
Post 2008, downward trends became more
salient and prolonged, which suggests a post
2008 structural break. These figures emphasise
overall vulnerability to oil-price shocks of the
socioeconomic structure in the vast majority of
Arab countries. In figure 5.37, the post 2008
break is clearly revealed by negative average
annual rate of change for almost all the
countries over the period 2008-2017.

Interestingly, figure 5.36 shows that across the
GCC, rents considerably rose in 2011, compared
with 2010. For instance, they increased from
$19,210 to $24,781 in Kuwait, $22,854 to $28,328
in Qatar, $7,476 to $10,378 in Saudi Arabia and
$7,674 to $10,417 in the United Arab Emirates.
This reflects the response of GCC governments
as the Arab Spring emerged: increasing share of
citizens of natural resource rents to maintain
political legitimacy and stability.
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Figure 5.36 Real natural resource rents per capita across Arab oil exporters and non-exporters, 2000-2017
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Nonetheless, in 2011, and more so in 2013,
rents per capita fell steeply. In terms of
group averages, during 2011-2015, they fell
from $5,968 to $3,257 (figure 5.39A), with this
sharp contraction being homogenous across oil-
exporters. While 2017 registered some
increases, possibly partially reflecting oil price
increase, levels were still much lower than

in 2011.

Overall, sharp contractions and volatility
crucially accentuate the mounting
unsustainability of rentier economies to
the extent that it may even pressurise the
existing political order. Figure 5.39A also
presents a possible projection of natural
resource rents per capita over 2018-2030
(depicted by the dotted line),* taking into
account projected population growth. Building
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on post-2008 trends, projected rents per capita
in 2030 could drop in oil-rich countries to
$2,240, less than half of their 2008. Furthermore,
the impact on oil-poor countries would be even
harsher, with rents levelling at less than one
third of their 2008 levels.

Remarkably, rent per capita levels not only differ
between oil exporters and non-exporters, but
there are also wide disparities within the former.
While rents can reach $12,000 in Kuwait and
Qatar, they drop below $1,000 in Algeria and
Bahrain. Moreover, in the more populous oil-
rich countries, further expansion of rents is
already infeasible, which may result in both a
lower ability to sustain the socio-political
structure and higher risk of conflict.

Figure 5.36A and figure 5.36B clearly show
closely aligned trends for both groups of
countries, indicating, as argued earlier, strong
spillover effects. A similar negative growth is
marked in 2008-2016 for the relatively scare-
resource group average. Yemen and the Sudan,
which were previously considered resource-
abundant, have had negative growth rates in
rents over that period, reflecting increasing
resource-depletion risks in both countries, partly
due to ongoing conflicts and political instability.

Generally, the relatively resource-poor
economies have low levels of rent per capita
and are not impacted directly by oil proceeds.
Nevertheless, they are highly reliant on the
sheer size of remittance and tourism inflows
tied to oil returns. Thus, booms in oil-exporting
countries have spillovers in the form of
increased remittances from expatriates working
there, increased touristic visits, and, to a lesser
extent, increased grants and assistance; all of
which boost economic growth across the
region. In times of bust, the exact opposite is
anticipated. Hence, it is likely that troughs in

remittances and tourism inflows

per capita across Arab non-oil exporters
would largely coincide with the previously
identified trends in per capita natural-
resource rents (figure 5.38A and figure 5.38B).
Post 2010, Arab resource-poor countries, on
average, had stagnant per capita remittance
receipts and declining per capita tourism
receipts. Countries, as Lebanon, that are more
reliant on remittances and tourism had sharper
declines, leaving their economies more
vulnerable. While 2017 shows some increases in
receipts of tourism and remittances, these are
not expected to shoot up, given expected rises
in fiscal pressures in oil rich economies,
nationalisation of employment initiatives and
regional conflicts.

In conclusion, long-term trends in oil prices will
undoubtedly continue to be difficult to predict,
given uncertainty in global economic growth,
geopolitical factors, availability of other sources
(shale oil) and the challenge posed by green
technologies (low-cost renewables). However,
barring a return to historically high oil prices
prior to 2008, which is highly unlikely under
present and expected future circumstances,

it is projected that rents per capita will
continue to dwindle in most oil-rich
economies of the region. Thisis also an
expected outcome of the rapidly rising size of
population in several oil-rich countries and of
the consequential increases in own energy
consumption (leaving less for exports). This
trend is also expected to affect oil-poor
countries indirectly, especially through
workers remittances, which are still their
main source of hard currency inflows.
Such remittances are not expected to rise and
may very well decline after 2020, given the
increasing pressure on the fiscal space in the
GCC, especially the Saudi Arabia. Likewise,
tourism receipts, which are also a significant
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source of foreign exchange, have been hard hit levels is unlikely for most countries in the short
since the uprisings and a rebound to the 2010 and medium run.

Figure 5.37 Average annual rate of change (AARC) in natural resource rents per capita
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Figure 5.38 Remittance and tourism receipts per capita across Arab resource-poor countries, 2000-2017
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Figure 5.39 Group average: real natural resource rents per capita across Arab resource-rich
and resource-poor countries, 2000-2017 and their projections, 2018-2030 (Dashed part)
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published in April 2019.

E. Summary

Over the past few decades, the Arab region
achieved considerable human capital gains,
accompanied generally by decreasing
inequalities in health and education outcomes.
Nonetheless, declining trends in inequality of
outcome were not closely matched with
declines in inequality of opportunity. Moreover,
the human-capital pool remains largely an
untapped economic resource, with income per
capita stagnant and income inequality rising.

Socioeconomic inequalities are propelled by poor
economic structures and mismanagement of
reforms. Arab economies tend to be
disproportionately concentrated in low value-
added and unproductive sectors, which results in
labour market informalisation and poor
outcomes. Above all, the rentier nature of Arab

economies, coupled with weak governance and
institutional frameworks, crony capitalism,
restrictions on freedoms and low political
participation, has resulted in socioeconomic
arrangements that systematically favour the
interests of those with more influence. Altogether,
rentierism and its features have deepened
existing socioeconomic and political inequalities.

Nonetheless, per capita rent projections show
that lavish social contracts that have been a
main pillar of regional development policies for
the past four decades are on their way to
becoming a historical past fact. Although trends
in oil prices underlying these projections are
difficult to predict, the numbers should raise
concern, especially given reconstruction
demands in some countries (Yemen, Syrian
Arab Republic, Iraq, Libya), high debt-to-GDP
and debt-service ratios (most resource-poor



middle-income countries) and high and rising
military expenditure (most Arab countries,
especially the resource rich). All this is expected
to add more downward pressures on rent

per capita and, thus, directly affect social
expenditure outcomes.

The Arab rentier state, with its current
institutional capacity and governance
framework, is ill equipped to address these
multiple challenges (Abu-Ismail, 2019). Policy
responses since 2010 have been offering
additional rents (GCC in 2011 till 2013) and/or
less space for real voice and accountability and
other governance reforms (resource poor).
These responses are an extension of the same
policies that led to the uprisings.

Arab countries need to think beyond temporary
fixes and address root causes of endemic
development challenges that are not isolated
one from another, such as weak school-to-work
transition, youth unemployment, low labour
productivity with high informality, and lack of
structural transformation. Addressing these
challenges depends on achieving two strategic
objectives: capitalising on the youth bulge
through structural transformation, and
reforming institutions, which itself is a
prerequisite for structural transformation.

Furthermore, enhanced governance must be at
the heart of any integrated development-growth
paradigm. Good governance would allow
prudent policy making that effectively targets
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the disadvantaged and reduces poverty and
inequality, while simultaneously ensuring a
competitive thriving economy able to absorb
the young and capitalise on the human capital
in the region, which would foster political
stability and reinforce the links between human
development and economic growth. Failing that,
Arab countries will remain trapped in a vicious
cycle of low and deteriorating governance and
rising political instability, as was the case from
2000 to 2017 for most countries.

This chilling conclusion naturally gives rise to a
few questions. The term “institutional reforms”
itself needs to be unpacked. What are these
reforms? Are some more urgent than others in
some country contexts and why? Which Arab
countries are more likely to pioneer such
reforms and why? Those in the eye of the storm
(resource poor and resource rich with large
populations and rapidly dwindling per capita
rents), or those on its periphery (resource rich
with small populations and rents per capita
projected to remain high well beyond 2030 due
to wealthy sovereign funds)? Will the chill of the
eroding rentier social contract scare elites in the
region impelling them to defeat all social
institutional reform movements? Does the
global erosion of commitment to liberal
democratic values (key for institutional reforms)
reduce outside pressure on the region for
institutional reform? The answer to these
questions could very well determine
development prospects for Arab countries from
now until 2030 and even beyond.
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6. Policy Considerations

Social dimensions of inequality include
education and health, which together form
foundational aspects of daily life and play a
shaping role in determining both lifelong
wellbeing of individuals and economic and
social prosperity on a national level. Individual
education and health are affected by
circumstances, including place of residence,
parental wealth quintile and parental education.

Over recent decades, Arab countries across the
region have on average made significant
progress in access to education. Yet, deficits
remain in educational enrolment and
attainment, compounded by major education
quality issues. While primary educational
attainment has risen, regional dropout rates in
secondary school remain high, compared with
both the global average and that of developing
countries. In health, significant progress has
been achieved in child and maternal health.
However, significant disparities persist between
the group of least developed and conflict-
afflicted countries and the rest.

Combined with a persistent gender gap

and increasing economic inequalities, within
the labour market and between capital and
labour, these social inequalities are further
aggravated by conflicts.

If Arab countries are to build sustainable
inclusive economies, major interventions are
needed to enhance access to and quality of key
public services. Such interventions would
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address three interrelated set of challenges:
social, economic and institutional reform.

A. Social challenges

Education is among the most critical indicators
of individual lifelong wellbeing outcomes,
including employment, income, and health.

On an aggregate scale, education is at the
centre of the types of knowledge economies
that are part of national development strategies
across the Arab world, and beyond producing
competent workers, it also is a shaper of social
and citizenship identities.

Challenges of educational attainment are
compounded by others pertaining to
quality of education. International metrics,
such as the Trends in International Mathematics
and Science Study (TIMSS) pin several Arab
countries behind global averages, or even
developing-country averages, especially at the
secondary level. The dual social structure that
marks the region — a small upper class and large
lower class — is mirrored in the education
system. Privatisation has ensured elite access to
higher quality education, while a failing public
system serves the majority.

The pattern of unequal access is also
evident in health. Socioeconomic indicators,
such as education level, are closely tied to self-
reported ability to reach hospitals, with
vulnerable groups reporting difficulty at higher
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rates, and health outcomes, such as child
mortality rates, are also closely linked with
household background.

The recommendations put forward here seek to
enhance access to and quality of services, with
the overlapping goals of boosting individual
wellbeing, mitigating inequality, and enabling
economic growth. Particular attention is
devoted to education and health systems, as
critical elements of individual and national
wellbeing. In addition, the recommendations
address design of social safety nets, as a tool for
addressing multiple dimensions of inequality.

1. Consideration one: reinvigorate
commitment to public services

There is an urgent need to reinvigorate
commitment to public services, with
education needing added attention. Revisiting
prevailing concepts of the role of education in
social contracts and strategies that in several
cases have not been significantly altered for
decades, as well as resource allocation
practices, can lead to higher quality systems
conducive to social and economic goals on a
national scale.

Social contracts in several Arab countries have
been conceptually influenced by post-colonial
era trends of considering free universal
education — through tertiary levels — and health
services as basic rights and intrinsic to uplifting
individuals, societies and economies. An
independent Egypt played a critical role in
shaping and articulating narratives around the
role of the state, some forms of which were
embraced by several Arab countries. The
position expounded by the mid-twentieth
century writer and Egyptian knowledge
minister, Taha Hussein, that “Education is as
water and air, the right of every human being”

continues to implicitly form the foundation of
education policies and social expectations of
state provision of education region wide. Armed
with this commitment to universal quality public
education, Arab countries made monumental
strides in raising educational attainment and
literacy rates in the post-colonial era. Yet, today,
international metrics point to the low quality of
education across the region.

Arab countries should revisit and
strengthen their commitments to
education, as a right, as an equalising
force, and as a catalyst for societal and
economic growth. Globally, education has
generally been a publicly provided good,
despite its complex theoretical status as both a
private and a public good. While education
results in several benefits on the individual
level, such as income and wellbeing, it has
externalities on society, economy, and political
system. Arab social contracts of the post-
colonial era leveraged education as not only a
tool for individual wellbeing but also as a
pivotal component of establishing a newly
independent society and economy. Education
was further conceived of as an equalising
service; the main conduit through which
socioeconomic mobility is achieved.

In tandem with revisiting social contracts,
education strategy itself should be
rethought. In several cases, education systems
have not been significantly reformed since the
post-independence period of the 1950s and
1960s. These systems were designed with the
economic and social goals of their time periods.
Curricula, examination structures, college
admissions processes and fields of study were
tailored to the anticipated skill needs of that era.
Centralised planning meant that professions
were planned in alignment with state-sponsored
industries that would lead to national economic



growth. Economists have called for resurrection
of state roles in strategically planning,
protecting, supporting, and investing in
industries as a critical factor in economic
growth. Education policies that make aligned
investments in nationally strategic fields are
critical to this form of industrial growth, a type
of growth that requires “deliberate and constant
investment” (Meyer, 2019).%

While cases vary by country and some
modifications may have been made, in several
countries there has been no significant overhaul
of the education system to meet contemporary
needs. A manifestation of this problem is an
unprepared workforce and a skills mismatch
across countries. Graduates are not armed with
the skills demanded by contemporary
economies. There is, thus, no systematic
strategic alignment between education systems
and national economic needs.

In addition to strategic alignment,
education quality can be improved through
more efficient resource allocation. While
greater transparency of public budgets and
spending is needed, there is evidence of existing
inefficiency. For example, in 2005/2006, Ministry
of Education in Egypt allocated 63 per cent of its
non-wage budget to printing textbooks in large
numbers, while the low rate of recovery of used
textbooks remained unaddressed (World Bank,
2005a). More transparent budgets will likely
identify a slew of other areas where cost savings
can be made and reallocated to strategic reform,
curricular development and teacher training.
Budgeting procedures themselves should be
reconsidered, for centralised budgeting tends to
be rigid and unresponsive to local needs, while
some degree of administrative and financial
decentralisation is likely to enhance efficiency of
resource allocation.
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A potential area where resources can be
allocated more efficiently is in tertiary
education. In several Arab countries, the
potential for revenue generation and cost
savings in universities is relatively untapped.
Freeing some public resources from universities
would allow refocusing resources on primary
and secondary schools. Moreover, contributions
from students who can afford paying higher
tuition and bolstering a more robust ecosystem
for research and development may both enrich
university education and allow for reallocation
of funds.

Above and beyond resource allocation, the
region needs to rethink and eventually
overhaul the overarching goal of the
education system from one of
indoctrination (E/JESCWA/SDD/2017/6) into
one for emancipation, and, hence, greater
autonomy and freedom for individuals.
While the argument has often been made for
improving quality of teaching and teaching
methods, enhancing infrastructure of schools
and tools, limiting truancy and matching skills
to jobs, what has been ignored is the dire need
for reconsidering the function of the education
system, which currently perpetuates patriarchy
and instils conservative values. Education is not
only about learning and being ‘educated’, but
also about being ‘cultured’ and able to critically
view the world. Instilling innovation and free
and creative thinking should be the primary goal
of any education system, and this would
eventually require decoupling education from
religious learning, as well as from values of
obedience and respect for authority. This is not
a single-policy decision, it is a monumental
undertaking that requires political courage and
avant-garde policies, along with effective
interventions at the level of family, religious
establishment and individuals.
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Beyond education, renewed public
commitment is needed across basic
services; notably, health and housing.

The recommendations put forward here should
simply be viewed as the starting point of a
holistic approach centred on strategic alignment
aimed at boosting quality and access to
services in line with economic and social
development goals.

2. Consideration two: conditioning
cash transfers

The design of social welfare programmes can
be leveraged to boost access to education and
health services. Traditional forms of social
welfare programmes consist of means-tested
cash transfers aimed at protecting the poor.

In their simplest form, these programmes
guarantee a basic income. Design particularities
vary depending on the specific programme.
However, essentially, the trade-off is between
providing protection for families that need

it the most to secure long-term benefits for
children of poor families and minimising risks
of disincentivising work.

In the late 1990s, in an effort to meet their
human capital goals, Latin American countries
innovated on traditional welfare by adopting
Conditional Cash Transfers (CCTs). These
vary in design depending on the specific
programme, but typically include an
educational and/or health behavioural
requirement as a condition for receipt of
cash transfers. Such conditions may include
enrolment in schooling through a certain age
or grade-level, or receipt of pre-natal medical
care or vaccinations. The purpose is both

to enhance individual wellbeing and to
achieve wider social and economic
development goals.

In large part, CCT programmes have made
notable achievements in reduction of poverty,
increasing educational attainment, and
improving health outcomes for beneficiaries.
This has not come without costs, limitations
and trade-offs. One difficulty is in the high
administrative cost of monitoring behaviour.
Indeed, cost effectiveness of CCTs, and even
traditional cash transfer programmes, is
widely disputed.

A critical limitation specific to CCTs is that they
do not address structural weaknesses. The
programmes incentivise use of services, but do
not address wider questions of supply, quality
and broader incentive structures. For example,
a decision not to enrol in education may be for
a wide range of reasons, including mobility or
proximity to services, poor quality of services,
and low incentives due to low payoffs. This is
tied to a key weakness in CCTs, which is that
they do not account for potential legitimacy of
a decision not to take up an education or health
service (Baird and others, 2013). Beyond
incentive structures, social norms may also
contribute to limiting use of services. It is, thus,
important that the reasons behind decisions
are well understood, in order to address root
causes of lack of take up. A well-designed CCT
programme will take such considerations

into account.

Design limitations aside, CCTs have been shown
to yield important positive effects. In terms of
primary programme goals, CCTs do
significantly increase take up of health or
education services, and in some cases
boost outcomes. For example, the Mexican
Progresa programme, conditioned on proper
care during pregnancy and after birth, did
significantly lower rates of infant mortality
(deaths of infants under the age of one). In rural



areas, a 17 per cent decline in the number of
infant deaths was observed. However, no effect
on neonatal mortality (infant deaths within the
first 28 days) was observed, with unsanitary
facilities as one potential reason (Barham, 2011)
which re-emphasises the criticality of quality of
services in reaching the desired outcomes.

In education, it was found that CCTs do
conclusively increase school attendance.
Studies on the Bolsa Familia scheme in Brazil
and Familias en Accion in Colombia found
increased school attendance. Other studies
also found decreases in dropout rates and
improvements in grade-level promotion.
Evidence on learning outcomes, however, is
less conclusive. It was found that the size of the
transfer is not decisive; i.e., increased transfer
amount is not correlated with a larger effect on
school attendance. One study did not show
improved performance on achievement tests.
Studies assume that increased education level
results in higher long-term wages, yet no
studies have effectively traced this effect in
relation to CCTs.

On the key goal of cash transfers -
poverty reduction — CCTs are found to be
effective, with the degree of effectiveness
varying by programme design. In a traditional
cash transfer scheme, where benefits are
provided up to a minimum income, transfers are
theoretically beneficial for the most vulnerable
groups. One key finding emphasised in studies
of cash transfer programmes, of a wide range of
designs and country contexts, is the evidence of
increased long-term wellbeing of children of
poor households (Barrientos and DeJong, 2006).
An important trade-off in this system is the work
disincentive: groups earning at, below or even
slightly above the guaranteed minimum income
may be disincentivised to take up formal work.
The extent to which this is the case depends on
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the specifics of programme design.

In conjunction with human capital development,
this investment in productive assets is a
contributing factor in the role CCT programmes
in increasing economic growth (Kabeer, Piza
and Taylor, 2012) CCTs diverge from traditional
cash transfers in that they are intended and
expected to lower child labour.

Beyond individual benefits, CCTs address
and alleviate multiple dimensions of
inequality. Like traditional cash transfers, CCTs
contribute to lowering gaps by raising post-
transfer income and consumption levels of the
vulnerable groups. There is evidence from
Mexico’s Progresa programme that beneficiaries
invest in productive assets and in improving
their living conditions, increasing long-term
consumption (Gertler, Martinez and Rubio-
Codina, 2012). The source of funding for the
cash transfers further affects the degree to
which they lower inequality in that the effects
can be substantial if the transfers are financed
by progressive taxes (Soares, Ribas and

Osoario, 2010). Indeed, the design and size of

the programme are critical to its implications
for inequality.

From a socio-political angle, CCTs represent a
divergence in perspective from traditional cash
transfers. Beneficiary households consider CCTs
something ‘earned’, which may yield more
political support on the level of the general
population, as public spending is perceived

as purposeful beyond short-term poverty
alleviation (Roth, Bongestabs and Nimeh, 2016).

Among Arab countries, Egypt’s Ministry of
Social Solidarity, with support from the
World Bank, launched the country’s first
CCT programme in 2015: Takaful and
Karama Programme (TKP). Takaful transfers
are given to women with children, with
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conditions related to education and health
monitoring. However, as of November 2018,
conditionality had not been implemented. Early
evaluations echo other studies: transfers
increase spending for household wellbeing,
with household consumption of beneficiaries
increasing by 8.4 per cent on, inter alia, school
supplies, school transportation costs and higher
quality food (ElI Enbaby, 2018).

CCTs represent an opportunity for Arab
countries with a need for boosting take up
of education and health services among
vulnerable groups. Countries may consider
conditioning existing cash transfer programmes
upon specific education or health behaviours.
However, programme design will need to be
tailored to the specific context. Notably, CCTs
are not a substitute for supply and quality of
services, nor for wider incentive structures, but
should come as part of wider efforts to enhance
education and health outcomes among
vulnerable groups.

3. Consideration three: social protection floor

As noted, in their most basic form, social safety
net programmes are critical for ensuring poverty
reduction. In addition to means-tested welfare
programmes, such as that described above,
social insurance schemes play a critical role in
absorbing shocks. In 2009, the United Nations
System Chief Executives Board for Coordination
(UNCEB) proposed the Social Protection Floor
(SPF) Initiative under the banner of ensuring
‘social protection for all'. The proposal came in
the context of the 2008 global financial and
economic crisis. In countries with well-designed
social protection schemes, these crucially helped
in preventing many from slipping into poverty as
unemployment spiked during the crisis.

The SPF Initiative is intended as a
comprehensive framework for a first level
of social protection. As a starting point for a
more comprehensive social protection
system, it identifies four essential and
universal guarantees to cater for:

(@) Lack of or insufficient work-related income,
caused by sickness, disability, maternity,
employment injury, unemployment, old age
or death of a family member;

(b) Lack of access to, or unaffordable access to,
healthcare;

(c) Insufficient family support, particularly for
children and adult dependents;

(d) General poverty and social exclusion.

The provisions identified combine means
testing with protection from situational shocks
to form a comprehensive foundation for a social
safety net.

Most Arab countries have established elaborate
social safety-net programmes and institutions
and do cover several of the described
vulnerable groups. Like in many cases
worldwide, due to historical evolvement, the
strategy, governance and administration of
safety-net programmes in several Arab
countries are fragmented. Generally, in Arab
countries, these programmes can be classified
by typology (contributory social insurance, non-
contributory programmes, and medical care), by
target groups (public- and private-sector
employees, and types of vulnerable groups),
and by public versus private provision of social
safety. The SPF Initiative urges countries to
consider more centralised and coherent national
social security systems to maximise
effectiveness and cost efficiency and ensure
reaching all relevant groups.



While extensive safety net programmes
exist in several Arab countries, certain
groups tend to be overlooked. For example,
while public-sector employees are protected, in
some cases, private-sector employees receive
partial or no protection. The Palestinian
territories, where private-sector employees are
not covered at all, is a case in point. In several
economies, including Algeria, Egypt and
Tunisia, the self-employed are only partially
covered. Informal, temporary, casual,
agricultural, domestic or migrant workers are in
some cases legally excluded from coverage.
Non-participants in the labour force, especially
females who have low levels of labour force
participation, are also overlooked (ILO, 2009).

As discussed in previous chapters, in several
Arab countries, coverage of pre-paid health
funding mechanisms is limited, resulting in a
high level of out-of-pocket payments (i.e., health
expenditures directly paid by patients); in some,
more than half of total health expenditure is
covered by out-of-pocket payments, mostly user
fees paid at the point of service. High out-of-
pocket payments are a symptom of a poorly
structured health insurance programme that
fails to protect individuals experiencing health
shocks. Moreover, out-of-pocket payments can
push households into poverty.

Arab countries should review existing
social safety-net programmes to enhance
protection from poverty and shocks, while
providing work incentives. Fragmented
programmes risk missing groups in need of
protection. Thus, a comprehensive national
policy framework is needed to ensure that no
vulnerable community is overlooked.
Furthermore, in several Arab countries, health
insurance schemes that could play a critical role
in revitalising healthcare coverage and services
are underdeveloped.
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B. Economic challenges

The Arab region has been bedevilled with
persistent and increasing social and economic
inequalities that are deepened by conflicts.
Moreover, the need for revisiting the role of the
state in providing health and education, both in
quality and quality, is urgent, and more
investments are certainly needed in both
sectors. Indeed, expanding social expenditure is
imperative, hence the need for mobilising more
financial resources, which, in turn, requires
specific fiscal and labour market policies.
However, for any economic policy to be
successful and sustainable, there is an urgent
need for comprehensive governance reforms.

1. Consideration one: structural
transformation

Arab economies need structural
transformation that takes into
consideration the social impact of any
economic policy whether fiscal, monetary,
financial, industrial, trade, investment or
business. Achieving economic growth is a
necessary but insufficient condition; such
growth needs to be equitable, inclusive
and sustainable. Policy makers need to
encourage sectors that generate decent jobs,
and governments need to promote labour-
intensive and higher-productivity sectors to help
diversify economies away from the capital-
intensive natural-resource sector, increase
productivity and generate employment.

Promoting small and medium enterprises
is an entry point to boosting personal
initiative, promoting entrepreneurship,
and generating employment. Backing micro-
enterprises, whether through policies or
microfinance, plays a significant role in
decreasing inequalities, as it provides direct
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support to the most financially disadvantaged.
Industrial development, facilitated by
technology transfer and innovation, is also
important for structural transformation.

Public investments, both in human
resources and infrastructure, need to
prioritise the areas that have been
deprived or are lagging. Investments in
human capital need to focus on health and
education, since these sectors are essential for
developing a competitive labour force that can
drive innovation and development, while
investments in infrastructure would ensure
better access to services and incentivise private
sector development. Public investments in
conflict-afflicted countries are crucial and need
to ensure equitable distribution.

For any structural transformation to take
place and be successful, good governance
practices need to be embedded in all
public policies. Transparency in resource
mobilisation and spending is essential and
monitoring and accountability need to follow.
Fiscal policy reforms can be key drivers of an
inclusive growth that generates decent work
and reduces poverty (E/ESCWA/EDID/2017/4).
Effective fiscal policies would pave the way for
targeted investments and offer an environment
conducive to addressing socioeconomic
challenges hindering equality. For example,
governments may contemplate providing fiscal
incentives to high-added-value sectors that are
labour intensive or that promote innovation and
facilitate technology transfer.

Fiscal policies need also to examine
across-the-board subsidies, i.e., subsidies
need to be rationalised to become more
targeted, thus maximising their impact on
the most underprivileged. Coordinating fiscal
and industrial policies is important for

diversifying the economy and moving from
capital-intensive, high-productivity sectors to
labour-intensive and high-value-added sectors
(E/ESCWA/EDID/2017/4). Moreover, developing
strong and independent institutions is important
for effective implementation of policy and for
sustainability of economic growth.

Undertaking structural transformation is
essential for the Arab region. However, without
peace, ending all conflicts and establishing the
rule of law, such transformation would be
incomplete and ineffective.

2. Consideration two: widening fiscal space
for social expenditures

Expenditure on health and education in the Arab
region is well below global averages. In 2013,
OECD countries spent around 6 per cent of GDP
on health and 5.2 per cent on education,
compared with between 2 per cent for the oil-
poor Arab countries and 2.8 per cent for the oil-
rich Arab countries on health and between 3.3
per cent and 4.7 per cent, respectively, on
education. It is estimated that by increasing
public spending on education by 1 per cent of
GDP a year for six consecutive years, the Arab
region would reach the world average of mean
years of schooling (E/JESCWA/EDID/2017/4).
Improving quality of education is also
essential for supporting structural
transformation, while for healthcare,
governments need to enhance care
services and widen coverage in order to
decrease out-of-pocket spending burdens
on low- to middle-income groups.

These additional investments need to be
financed through additional resources; hence
the need for widening the fiscal space by
adopting pro poor taxes that improve
fairness. Adopting a progressive income tax
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and wealth or property taxes is likely to improve
revenues while enhancing fairness. Tax
collected need to be directed towards reducing
inequality, particularly in health and education.
However, before introducing any taxes,
transparency and good governance need to be
established. Hence, progressive tax policies
need to be accompanied by reforms to the
tax administration system to enhance
transparency, review and widen the tax base,
enhance tax collection procedures, and combat
tax evasion and punish evaders.

The Arab region could also use better linkages
between social expenditure and poverty and
inequality outcomes. As this report showed,
the region is still suffering wide inequalities
along various dimensions. Poverty and
vulnerability are concomitants of inequality
and are intensified by conflicts and
socioeconomic challenges. According to the
Arab Multidimensional Index (MPI), developed
by ESCWA with partner organisations, which
covers education, health and living standards,
multidimensional poverty is widespread,
affecting around 41 per cent of the population,
with significant variation among countries.
Education, particular that of the household head
is the largest contributor to poverty and is also a
significant contributor to education and health
inequalities (ESCWA, 2019c). Hence, narrowing
gaps in education is essential for tackling
poverty and inequalities, as well as the
disparities both within countries and within

the region.

In developmental plans, Arab countries
need to address inequalities, at both the
national and local levels, possibly within a
multidimensional poverty framework.
Based on its experience in providing capacity
building for member states to upscale their
poverty eradication efforts and create national

185

multidimensional poverty indices, and given the
close linkages between poverty and inequality,
the United Nations system can provide technical
support in closing inequality gaps in the region,
with UN agencies helping develop interactive
toolkits to generate data on inequalities, as an
extension of work on multidimensional poverty.
Such toolkits can provide policy makers with
simple interactive tools for monitoring progress
in reducing inequalities.

With regular monitoring of inequality and
poverty outcomes, the UN can support Arab
countries in evaluating effectiveness of national
policies, plans and budgets in reducing
multidimensional inequality. For example, one
initiative proposed by ESCWA aims to provide
tailored comprehensive support to the reform of
policies, development of national measures to
track multidimensional poverty, and formulation
of plans and budgets to address it, using the
Social Expenditure Monitor (SEM), which has
been piloted in selected ESCWA member states
(ESCWA, 2019b, 2019c).

Such an intervention can be crucial for reducing
inequality in the Arab region. However, given
the restricted fiscal space, budgeting for social
development priorities is very challenging
(E/JESCWA/EDID/2017/4). Fiscal policies are
under severe pressures to maintain macro-fiscal
sustainability, respond to growing
socioeconomic needs of citizens and prioritise
plans to eradicate poverty and close inequality
gaps. SEM is envisaged as a tool enabling
ESCWA member states to improve
efficiency of allocations across sectors
and effectiveness of budgeting by
monitoring expenditure management,
taking into account seven dimensions of public
social expenditure, including education, health
and nutrition, labour market interventions, and
employment generation programmes
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(E/ESCWAVJ/EDID/2017/4). ESCWA plans to
expand SEM to evaluate effectiveness of
social policies and social expenditures in
reducing inequalities.

3. Consideration three: addressing
labour market challenges

As discussed earlier in this report, the Arab
region is facing the challenge of informality.
Around 67 per cent of the labour force do not
contribute to social security, which may be
partly explained by the high levels of informality
and unemployment (E/ESCWA/EDID/2017/4).
Addressing informality and generating
employment for young entrants to the
labour force is essential for addressing
inequality, while raising the minimum wage in
the informal sector helps close the wage gap
between the formal and the informal sectors,
paving the way for formalising the latter.

Employment guarantee schemes (EGSs) are
public work programmes that provide
households with additional income during
drought and other natural disasters, especially
in rural areas, with the main purpose of
providing guaranteed employment at a wage
level adequate for securing a certain level of
income for poor households. Simultaneously,
such schemes create productive activities,
especially in infrastructure, agriculture, land
projects and other labour-intensive activities
that have a higher social long-term return.
Scholars, such as Kannan (2005), argue that
EGSs could create more favourable living
conditions in rural areas, especially if well
designed and form part of an inclusive plan
targeted towards improving human
development among the poor and women.
Papola (2005) also claims that EGSs are
beneficial if wages provided are enough to meet
subsistence needs of households and argues

that these should be set higher than minimum
market wages.

India pioneered the use of EGSs in fighting
rural poverty and unemployment of women.
The federal government started introducing
such programmes in the 1980s, but the most
recent and most successful is the Mahatma
Gandhi National Rural Employment Guarantee
Act (MGNREGA) of 2005, which aimed at
improving livelihood security in rural areas by
providing 100 days of guaranteed work every
financial year to households capable of doing
unskilled work. Unlike other programmes that
are supply driven, MGNREGA is demand driven,
i.e., employment is granted when demanded by
covered citizens. While providing additional job
opportunities, especially for women and
deprived communities, the programme also
creates productive assets. Designed to work

in a decentralised setting such that it can be
monitored by civil society, the programme
achieved multiple milestones in reducing
migration and lowering dependence on
landlords and money lenders in agricultural
areas, in addition to increasing employment
and alleviating poverty (Ehmke, 2015).

It also increased the bargaining power of
employees and social protection in general,
thus having a positive impact on the

economy of India.

However, there were also some risks and
drawbacks. Ranjan (2015) points out the
inflationary pressure caused by increases in
food prices. In addition, such programmes may
lead to a shift in economic activity from heavy
manufacturing and services to agriculture and
light manufacturing (Zepeda and others, 2013),
and could push more young children to
withdraw from school to substitute in home
production and provide childcare when parents
are at work (Li and Sekhri, 2013).
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Can EGSs work in the Arab region?

As highlighted in this report, educational
attainment is increasing and jobs
provided by EGSs may not match
accumulated skills. Yet, they could
temporarily provide households with
sufficient income to reduce their
susceptibility to poverty. As in the Indian
example, EGSs could be a viable policy tool
for reducing poverty and inequality in countries
with relatively high rates of poverty, such as
Egypt, the Sudan, Morocco and Tunisia. They
could also help reduce rural migration and
enhance structural transformation in rural areas,
away from the agriculture sector, thus pushing
productivity up and raising rural wages to
match urban wages. Since Goal 5 of the SDGs
is a priority for the Arab region, well targeted
EGSs could also reduce the gender gap

in income. Above and beyond micro benefits,
EGSs have multiple indirect macroeconomic
impacts. As is well known, people in middle-
and poor-income brackets tend to spend

more on domestically produced goods. Hence,
EGSs could promote domestic consumption,
which eventually creates additional economic
growth, or, at least, reduce the impact of
economic recession.

Finally, as noted by Haddad (2019), since

most of the labour force in middle-income
countries, such as Egypt, is employed in the
informal sector, where three quarters of
workers earn less than the minimum wage,

a public policy based on increasing that wage
will not benefit them; in fact, it may lead to a
rise in inequality. A better policy option

would be to implement self-targeted public
works programmes like those supported by
India’s MGNREGA, which raise the ‘effective’
minimum wage of the informal sector, thereby
reducing both wage inequality and precarity of
informal jobs.
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4. Consideration four: promoting Arab
regional integration

For several decades, Arab regional integration
has been a much-vaunted aspiration. However,
even though some progress has been
achieved, more needs to be done. Indeed,
pursuing Arab regional integration would
drive economic growth, contribute to
poverty eradication, support job creation
and help narrow inequality gaps in
income, health, education and
employment. For example, adopting a
common agricultural policy would protect local
produce, offer markets to products, protect
farmers from price fluctuations and foreign
competition, and provide incentives for
preserving and developing the agriculture
sector. This is the approach that was adopted by
the European Economic Community when, in
1962, it launched the Common Agricultural
Policy (European Commission, n.d.) An Arab-
region-wide common agricultural policy would,
undoubtedly, have significant effects on rural
areas, contribute to poverty eradication, ensure
sustainable income for farmers and help close
the rural-urban inequality gap.

Arab regional integration would allow free
movement of labour, goods and capital,
and enhance intraregional trade and
investments. Free movement of labour,
particularly from labour-abundant, mainly oil
importing, countries, to labour-scarce, mainly
oil exporting countries, would facilitate
matching skills with job requirements, as
companies would have access to a wider pool of
labour. In 2010, around 49 per cent of Arab
migrants were working in other Arab countries,
which contributed significantly to reducing
labour surpluses and alleviating unemployment
and poverty Furthermore, Intraregional
remittances exceeded $13 billion in 2010,

Rethinking Inequality in Arab Countries Policy Considerations



188

including $6 billion from Saudi Arabia alone.
These remittances contribute to poverty
eradication, and support health and education in
recipient countries, thus partially narrowing the
regional inequality gap (E/ESCWA/OES/2013/3).

Likewise, free movement of goods and capital
promotes intraregional investments and trade,
thus providing opportunities for developing
wide ranging value chains that enhance
production and efficiency. Indeed, there are
significant opportunities for enhancing trade
between sub-regional groups, as, for example,
between Maghreb countries® and GCC
countries, and between Mashreq countries®” and
GCC, particularly in agricultural and food items,
fuels and textiles. Moreover, intraregional direct
investments would contribute significantly to
job creation, technology transfer and
development of value-added chains, which, in
turn, would enhance intraregional trade.

Arab development funds can play a
significant role in promoting regional
integration in support of socioeconomic
development. The region hosts several, both
national and regional, including the Kuwait
Fund for Arab Economic Development, the Abu
Dhabi Fund for Development, the Saudi Fund
for Development, the Arab Fund for Economic
and Social Development, and the Islamic
Development Bank. These play a significant role
in poverty eradication and in closing the
inequality gap in recipient countries. Funds
received from Arab donors, in the form of
concessional loans, grants and technical
assistance, aid in: supporting education and
health services for the most underprivileged;
improving water and sanitary services; linking
road, electricity and water networks to and in
remote areas; supporting agriculture and
farmers in rural areas; and providing financial

and technical support for recovery from natural
disasters that tend to widen inequality gaps.

To enhance intraregional investments, Arab
countries are called upon to:

e Adopt uniform policies for achieving food,
energy and water securities
(E/ESCWA/EDID/2015/3), starting with a
common agricultural policy aimed at
developing and protecting the agriculture
sector in the region and contributing to
narrowing urban-rural inequality gaps;

e Promote free movement of labour which
would help close skill gaps in labour-scarce
countries and alleviate unemployment in
labour-abundant countries, while contributing
to narrowing income inequality gaps;

e Remove trade and institutional barriers
encumbering Arab investors to improve
business environment and mobilise
investment in infrastructure development,
which would boost economic growth and
allow governments to build fiscal space for
financing social spending;

e Allocate more financial resources to Arab
development funds to support local,
national and regional projects that would
improve access to services for citizens in the
most underprivileged areas.

C. Institutional reform challenges

Rethinking the development model of the Arab
region necessitates going beyond just
reconsidering policy interventions, sectoral
reforms and short-term economic packages,
for, as this report has argued extensively,
there needs to be profound stocktaking and a
systemic, structural transformation at

various political, economic and social levels.
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Only an integrated approach that takes a long-
term view would be effective in inducing real
change. Prospects are not as bleak as the
current state of affairs may convey. However,
addressing the chronic ills of the region
requires bold thinking that questions
prevalent patriarchal structures, religious
teaching, economic models and political
decision making. Furthermore, if it is to
succeed in driving change forward, any future
interventions would have to be
multidimensional and act at multiple levels.

One of the first objectives of change is to
restore credibility and trust in state
institutions and reignite hope in society
that there is indeed a way forward. A major
leap ahead would be effected by reinventing
public services. To be sustainable, legitimate
and acceptable, new policies require vast public
participation. In this regard, there has been a
few encouraging experiences the region is
invited to replicate and disseminate.

For example, since 2011 there has been
numerous national dialogues (Yemen, Lebanon,
and Libya) and social dialogues (Tunisia,
Morocco and Jordan) that led to significant
decisions taken with wide participation of
various stakeholders. The Arab region would be
well advised to institutionalise the practice of
national social dialogues as the main vehicle for
negotiation, consensus building and win-win
decisions. Such institutions are necessary for
moving away from zero-sum thinking and co-
optation by one actor, for they act as legitimate
conveyors of participatory politics in both form
and substance. Moreover, they help quieten the
fears of marginalised groups and ensure
participation of the voiceless by enlarging the
circle of stakeholders. Such existing institutions
as the Economic and Social Councils in several
countries can lead and host national dialogues.
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As discussed earlier, inequality is strongly
correlated with lack of autonomy, which in turn
is largely a factor not only of the existing
political system but also of the patron-client
societal relationships characterising Arab
societies. In several instances, family
relationships and primordial ties act as a
double-edged sword, rewarding the privileged
few who are connected to them and excluding
the several who have no such connections. Any
serious reforms would have to begin by
deconstructing the patron-client networks,
relying more on institutions for services,
cementing the rule of law and promoting good
governance. Such a transition process would be
long and arduous, requiring cultural
transformation, incentives, patience and an iron
will to drive change. However, the only way out
of clientelist practices is by reengineering
societal relationships as to give a decisive role
for institutions governed by the rule of law that
treat citizens equally based on merit.

Additionally, as discussed earlier in this report,
the informal sector remains the big elephant in
the room. Beyond quick economic fixes, a
longer-term strategy that bridges the gap
between the formal and informal sectors is
warranted. There are several successful world
examples of dealing with the informal sector,
‘adopting’ it as part of the economy. Hence,
there is no reason why the Arab Region
cannot think of similar effective, but context-
specific, solutions. Furthermore, oligarchic
practices prevailing in several Arab
economies would have to be severely
discouraged; the private sector would
need to be opened up to new entrants,
making it a real ‘private’ sector, rather
than a ‘family’ or crony-based private
sector; and healthy competition would
have to be promoted.

Rethinking Inequality in Arab Countries Policy Considerations
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Whatever integrated intervention is adopted, in
the end, a solid system of accountability
and strict adherence to the rule of law
are indispensable for structural reforms
to take root. Ruling elites ought to realise
that they have an interest in expanding
participation in decision-making, stronger
institutions and social dialogue. Perhaps, as
argued in ILO and UNDP (2012), promoting
social dialogue is the main challenge in the Arab
region, particularly in transition economies or
seemingly stable regimes that, nonetheless,
have low voice and accountability. Indeed,
social dialogue is a central apparatus for

enhancing communication between
government and people and providing
institutionalised mechanisms for
conflict resolution.

If post-2011 lessons taught anything, it is that
resilient effective institutions are essential for
shepherding transition successfully to hoped-for
destinations. Expectantly, launching national
dialogues, along with encouraging participation;
restoring trust in and credibility of institutions;
and transforming societal relationships can be
the recipe for improving the socioeconomic
wellbeing of the region.
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Appendix Tables

Spatial inequalities latest point in time

Table A.1
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Source: Authors’ calculations.

Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as

achievements. Hence, the ratio measures the urban-rural gap for all indicators.
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Table A2 Wealth inequalities latest point in time

Tertiary completion rate
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Secondary completion

Secondary completion
rate (25+)

Primary completion
rate (6-24)

rate (6-24)
Primary completion

Access to improved
Access to improved
sanitation

Skilled birth
attendance

Infant mortality®
Stunting®
Overweight?
Primary Net
Attendance Rate
Secondary Net
Attendance Rate
rate (25+)

Average years of
education (25+)

1.02 1.37 1.37 3.01 1.84 4.95 6.46 2.39
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2012 1.20 1.34 1.04 1.02
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JOR 2012 1.03 1.01 1.02 1.02 0.98 . . 1.05 2.19 1.21 3.50 6.85 1.74
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—
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2011 1.18 1.30 1.06 1.01 1.06 1.03 1.03 1.90 1.04 3.87 2.09 719 13.58 3.69

.

LBY 2014 1.01 1.18 0.99 1.01 1.13 1.07 1.01 1.23 1.20 1.19 1.09 1.21 1.33 1.10

EGY 2014 1.05 1.21 1.17 1.02 1.01 0.97 1.03 1.28 1.10 1.95 1.70 3.89 9.31 2.7

2014 51.01 1.03 1.00 1.01 1.02 0.96 1.00 1.22 1.06 1.58 1.09 1.66 2.39 1.28

2011 1.44 1.17 1.17 1.01 1.05 0.93 1.24 291 221 7:33 2.50 9.82 17.21 2.80

2011 1.87 2.20 1.35 . 1.30 0.95 o o 2.58 5.08 5.08

MRT 2015 244 12.42 3.22 1.01 1.26 0.98 2.00 4.99 3.20 19.02 7.60 2963 4743 1241

CoM 2012 . . 1.41 1.00 1.21 0.98 1.39 2.86 1.90 4.67 270 1.21 20.50 4.65

2014 . . 2.06 1.03 1.44 0.97 1.81 131 1.79 14.69 8123 15.31 21.74 5.00

YEM 2013 2.68 4.37 4.18 1.02 1.80 1.00 1.60 1.94 2.53 6.11 3.28 8.06 17.56 4.90

Source: Authors’ calculations.
Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as
achievements. Hence, the ratio measures the urban-rural gap for all indicators.
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Table A3 Education of household head inequalities latest point in time

Secondary completion
Tertiary completion rate

Secondary completion
rate (25+)

Primary completion
rate (6-24)

rate (6-24)
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rate (25+)
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Skilled birth
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Infant mortality®
Overweight®
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Attendance Rate
Secondary Net
Attendance Rate
Average years of
education (25+)

=
©
D
>

=
=
E
3
2
o

(=]
N
>
~

2012 2.16 1.1 1.02 1.02 1.03 0.9 1.03 1.32 1.26 2.64 1.96 6.85 1.50 3.22
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2011 2.09 1.10 1.05 1.02 1.06 1.00 1.03 1.59 1.1 2.60 2.34 6.05 7.09 3.99

.
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2014 2.51 1.01 1.00 1.02 1.12 0.99 1.02 1.38 1.13 1.76 2.05 4.38 4.86 3.23

2011 2.15 1.05 1.09 1.01 1.06 0.98 1.20 2.20 1.78 371 251 6.52 8.26 3.74

MAR 2011 2.26 1.23 1.14 . 1.12 0.90 - - 1.55 3.13 3.13
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Source: Authors’ calculations.
Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as
achievements. Hence, the ratio measures the urban-rural gap for all indicators.
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Table A4 Extreme group 1inequalities (Wealth and education of household head) latest point in time

Secondary completion
Tertiary completion rate

Secondary completion
rate (25+)
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Skilled birth
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Overweight®
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Secondary Net
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Average years of
education (25+)
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DZA 2012 1.19 1.36 1.06 . 1.05 0.95 1.05 1.53 1.51 4.23 2.65 1274 17.48 5.53
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Source: Authors’ calculations.
Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as
achievements. Hence, the ratio measures the urban-rural gap for all indicators.
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Table A5 Extreme group 2 inequalities (spatiality and household size) latest point in time
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Source: Authors’ calculations.
Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as
achievements. Hence, the ratio measures the urban-rural gap for all indicators.
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Table A6 Genderinequalities latest point in time
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Source: Authors’ calculations.

Consistent with all remaining indicator, infant mortality, stunting and overweight rates are reported in this table as
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Endnotes

Chapter 1

If population is constant, the sum or average of utilities leads to the same rule of decision.

Note that in some sections, especially in chapter 5, the analysis relies on outside sources to include other Arab countries.
These are Lebanon, classified as belonging to the high human-development group; the Syrian Arab Republic, classified as
belonging to the low human-development group; and the Gulf countries of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the
United Arab Emirates, all classified as belonging to the very high human-development group.

Chapter 2

3.

Note that the definition of Northern Africa and Western Asia differs substantially from our sample of 12 Arab countries that will
be analysed later.

See ESCWA (2018a) for research on countries in conflict (Irag, Yemen, Syrian Arab Republic, Libya); Amara and Jemmali (2017)
for research on Tunisia; Rashad and Sharaf (2016) for research on Egypt, Jordan, and Yemen; Krafft (2015) for research on
Jordan; Assaad and others (2012) for research on Egypt, Jordan, Morocco and Turkey.

Due to data constraints, analysis of access to improved water and sanitation does not cover the Sudan and Comoros, and
analysis of access to improved sanitation excludes Jordan and Iraq.

See the technical annex for details of this definition.
The three main limitations of the Cl are listed below:

(a) The Cl may produce different rankings of countries depending on whether the variable measures inequality in terms of
health orill health (Clarke and others, 2002). However, it is disputed whether this “mirror-property” is a desirable property of a
socioeconomic health index (see Kjellsson, Gerdtham and Petrie, 2015; and Bosmans, 2016);

(b) The limits of the Cl for binary variables are not necessarily -1 and 1 but depend on the mean health in the population
(Wagstaff, 2005);

(c) If the variable is categorical, both the value and the ranking depend on the scale of the health variable (Erreygers, 2009) and
may be arbitrary.

If the overall prevalence is near 0 per cent or 100 per cent, the amount of variation across categories, such as wealth quintiles
or regions is necessarily low, but if the overall prevalence is near 50 per cent, the amount of potential variation across
categories can be very large. Corrections to the concentration index that take the mean of the outcome into account were first
proposed by Wagstaff (2005) and Erreygers (2009). A correction is important because it allows for comparisons between
countries with very different levels of the outcomes. Wagstaff (2005) and Erreygers (2009) proposed two modified versions of
the concentration index to account for the limitations mentioned above. The modified index proposed by Erreygers (CI-E)
corrected for the deficiency that the value of the index is not invariant to permissible transformations of ratio-scaled and
cardinal variables. The index proposed by Wagstaff (CI-W) corrects for the deficiency that the range of the Cl depends on the
mean of the bounded variable and suggests rescaling the standard concentration index to ensure that the index lies between -
1and 1. Our analysis uses the modified index proposed by Wagstaff (2005) to account for equity in health outcomes. The CI-W
was estimated using the conindex command of STATA.

This figure is higher than the previously mentioned figure, as the SDG definition of North Africa and Western Asia (NAWA)
differs substantially from our sample of Arab countries. Our sample includes two additional countries, Comoros and
Mauritania, which are classified as LDCs. Further, high income countries, such as the Gulf Cooperation Council (GCC)
countries, are not considered in our analysis.

See OCHA (2019d) for Libya or Qirbi and Ismail (2017) for Yemen.
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The method used can be briefly summarised as follows. The first step consists in short listing the variables that are candidates
for explaining the deprivation present in household datasets across the two time points. Given a large set of explanatory
factors (socio-demographic characteristics of household head, characteristics of household), which matter most in explaining
the pattern observed in deprivation? The answer is obtained first normatively by looking at the earlier analysis of inequalities in
outcomes. The relevance of each socioeconomic variable is then tested using standard tools, such as the Kolmogorov-
Smirnov test and the Pearson’s chi-squared test. The second step consists in estimating a logistic regression model: the
dependent variable is the deprivation outcome (e.g., 1 if deprived; 0 otherwise), and the explanatory variables are those
identified in step 1 (e.g., age of the household head, household size, type of area of residence, etc.). The explanatory variables
considered are household head characteristics (age, sex, and education) and household characteristics (wealth, type of area
of residence, and size).

To estimate the D-index, we first estimate the likelihood of health outcomes using probit models. Based on the estimated
coefficients, we compute the predicted probability of observing the outcome and the population mean for each outcome. We
then estimate the D-index using the IOP module in STATA®. We also conduct the Shapley decomposition to determine the
contribution of each circumstantial factor to inequality of opportunity.

Chapter3

12.
13.

14.
15.

16.

17.
18.
19.
20.

21.

22.

23.

Mean years of schooling figures are from UNDP, 2018.

Also, many of the surveys, especially those that date back to the 2000s, did not include questions on early child education,
which precluded conducting comparable analysis.

See the technical annex for details.

The gquestions in the household surveys for Jordan and Morocco did not allow the construction of the adjusted net attendance
rate at both time points. The same applies for the baseline surveys for Yemen, Comoros, Tunisia, and the State of Palestine.

Our analysis does not consider Koranic schools and madrasahs, commonly found in Mauritania, as part of the formal
education system.

Having achieved at least 6 years of education equals completing primary education in most countries.
See technical annex for age range and primary-graduation age for each country.
Having achieved at least 12 years of education is used as a proxy for completing secondary education.

Note that for Libya, Tunisia and Yemen, only the most recent average years of education are reported due to data unavailability
for the baseline year. For Morocco average years of education could not be computed also due to data issues.

The method used can be briefly summarised as follows. The first step consists of short listing the variables that are candidates
for explaining the deprivation present in household datasets for the two time points. Given a large set of explanatory factors
(socio-demographic characteristics of household head, characteristics of household), which matter most in explaining the
pattern observed in deprivation? The answer is obtained first normatively by looking at the earlier analysis of inequalities of
outcomes. The relevance of each socioeconomic variable is then tested using standard tools, such as the Kolmogorov-
Smirnov test and the Pearson’s chi-squared test. The second step consists of estimating a logistic regression model: the
dependent variable is the deprivation outcome (e.g., 1if deprived; 0 otherwise), and the explanatory variables are those
identified in step 1 (e.g., age of household head, household size, region of residence, etc.). The explanatory variables
considered are household head characteristics (age, sex, and education) and household characteristics (wealth, region of
residence, and size).

To estimate the D-index, we first estimate likelihood of educational outcomes using probit and ordered probit regression
models. Based on the estimated coefficients, we compute the predicted probability of observing the educational outcome and
the population mean for each educational outcome. We then estimate the D-index using the hoi module in STATA®. We also
conduct the Shapley decomposition to determine the contribution of each circumstantial factor to inequality of opportunity.
The remaining three indicators are: probability of completing primary schooling conditional on having attended school,
probability of completing secondary schooling conditional on primary-schooling completion and probability of attending above
secondary conditional on secondary completion.
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Chapter 4

24.  Ata 95 per cent confidence level.

25. In other words, half of the countries of the Arab region have been recently afflicted by conflict, according to the UCDP
definition.

26. Early childhood development research has identified critical and sensitive periods for investments in skills, these terminology
draws heavily on the work on human skill formation developed by James Heckman. Different capacities are malleable at
different stages of the life cycle (see Thompson and Nelson, 2001; Knudsen and others, 2006; and the body of evidence
summarised in Cunha and others, 2006). A substantial body of evidence from numerous disciplines shows the persistence of
early life disadvantage in shaping later life outcomes (Heckman and Mosso, 2014).

27.  Measuring inequality of opportunity may have limitations. Gromada, Rees and Chzhen (n.d.) point out that inequality of
opportunity may be sensitive to measures used. They also argue that inequality of opportunity measures can lead to misleading
judgments in temporal comparisons, if there is an increase in the role of some uncaptured circumstances variables (e.g., a
policy change). As mentioned in their paper, “An increase in the role of the unmeasured circumstances that are not related to
the measured predictors would lead to an increase in the overall variance in the outcome but a decrease in the share of the
variance explained by the measured circumstances. This would mean that inequality of outcome would increase over the
same period that inequality of opportunity decreases. For example, if regional differences are introduced into educational
policy within a country, and there are only weak variations in socio-economic circumstances between these regions, then the
overall variance in academic achievement may increase and the inequality of opportunity measure may decrease”. The
authors argue that inequality of outcomes measures are more robust, especially in terms of comparisons across time and
countries.

28. Nine Arab countries, are Egypt, Irag, Jordan, Lebanon, Oman, Sudan, Syrian Arab Republic, Tunisia, and Yemen.

Chapter 5

29. See UNDP (2005b) for the Syrian Arab Republic; UNDP (2006, and 2008) for Yemen; and World Bank (2007) for Egypt.

30. See empirical evidences in Kakwani and Son 2005.

31.  The impact of indirect tax may depend on the type of goods. Indirect tax may be progressive in when targeting goods
consumed in high proportion by those at the top of the distribution.

32. See also Alesina and Perotti, 1996; Roe and Siegel, 2011.

33. Based on Abu-Ismail and Nehme, 2019.

34. Note that lack of historical data largely precludes conducting solid projections. While these figures must be treated with
caution, they still provide insights into trends in natural resource rents per capita.

Chapter 6

35. See for example Chang, 2009.

36. Thisincludes Algeria, Libya, Mauritania, Morocco and Tunisia.

37. Thisincludes Egypt, Jordan, Lebanon, the Sudan and the Syrian Arab Republic.
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