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Economic Growth and Poverty in the Arab Countries:
Does the Income of the Poor Grow by the Same
Rates as Average Income?

Ali Abdel Gadir Ali
Abstract

The paper reviews the empirical basis for hypothesis that the poor
tend to beneﬁlit) from economic growth to the same extent as other sections
of the population. The paper shows that, from a theoretical perspective,
the existence of a proportional relationship between mean income of the
society and that of tﬁe poor is a result of a confusion regarding the
definition of who are the poor. A proportional relationship would obtain
if, and only if, the poor are defined on the basis of Lorenz curve
population shares. Otherwise, there exists no basis to expect such a
proportional relationship. The paper shows that in the general case the
income elasticity of the income of the poor is less than unity. Evidence
for this general case is provided by direct calculations, as well as by
estimating the relationship between the income of the poor and mean
income of society, for a sample of developing countries for which data is
available. The results for the sample of Arab countries show that the Arab
poor benefit from growth by about 63% of the growth in mean income.
These benefits range from a high of 80% or more for Tunisia to a low of
40% or less for Mauritania.
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Comparing the Impact of Food Subsidies and Regional
Targetln]g .
on Poverty: Evidence from Tunisia

Sami Bibi~

Abstract

This paper assesses the impact of hypothetical reforms on the
poor population welfare. It advises the substitution of a direct transfer
program based on a regional targeting, to the current universal food
subsidies system. Results of a household survey show that this reform
would allow an important reduction of poverty, varying between 8.4
and 34 percent according to the way poverty i1s measured. Dominance
tests are used to assess the likely effects of the reform on a wide range
of poverty lines and poverty measures. The main result is that the
provision of assistance to the poor based on a regional targeting
program would be more effective in reducing poverty than universal
food subsidies scheme within a wide range of poverty measures and
poverty lines including all those estimated and generally used for
Tunisia.
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Defense Spending and Economic Development in
Lebanon: A Co-integration and Vector Autoregression
Analysis

Rock-Antoine Mehanna #

Abstract

The lack of statistical data on Lebanon, especially before the
1990s, limited the amount of empirical work on this country. Unlike
standard defense - growth literature that focuses mainly on total military
expenditures, this study attempts to underscore the human resources’
aspect of defense spending in Lebanon as measured by the armed
personnel. It also examines the temporal causality between defense
spending (i.e. total defense resources) and economic development, and
between armed personnel (i.e. human defense resources) and economic
development. Results show that total defense resources, and perhaps
more interestingly, human defense resources, retard Lebanon’s economic
development significantly. Findings also reveal that diverting human
resources, relative to total resources including physical, away from the
private sector may be at least three times more distorting than diverting
physical resources (e.g., land, building, and materials).
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The Determinants of GCC Intra-industry Trade in
Agricultural Products

Houcine Boughanmi, Lokman Zaibet, John Waelti and
Abdulaziz Al Belushi

Abstract

Similar economic structures and high per capita income levels in
GCC countries are expected to promote economic integration in the
region. However, despite the implementation of a unified economic
agreement to promote free trade among member countries in 1981, the
process of economic integration remains weak as reflected by intra-
regional trade ratios. The objective of this paper is to assess the extent of
GCC intra-regional trade and estimate the determinants of intra-industry
trade in agricultural and food products. Results indicate that the Intra-
Industry Trade (IIT) index is particularly high for the United Arab
Emirates and Saudi Arabia indicating a potential for competition based on
product differentiation and economies of scale for these two countries.
Other countries like Oman and Qatar mostly trade in raw agricultural
commodities with little scope for product differentiation.  The
econometric analysis shows that IIT is positively correlated with the
frontier variable and the GDP of the country of destination but negatively
correlated with relative income inequality.
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