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Abstraet:

The current study aims to assess the changes in the socioeconomic status of households
in Egypt between 1998 and 2006. The study benefits from the availability of the panel
data structure that extends over a period of 8 years to underlie changes in the household
socioeconomic status. The data used in this study is the Egypt Labor Market Surveys
data (1998 and panel data 2006). Principal Component Analysis (PCA) was used to
construct three sub-indices that represent the three dimension of the socioeconomic
status of households namely; the head of household, social and economic sub-index. In
addition, the PCA was used to construct the composite socioeconomic status index
(SES). Two validation tests were used to confirm the validity of the three sub-indices
and the SES index as well. These tests are the internal coherence test and the
comparison with the estimated expenditure data and test the significance of this relation.
In addition, the two tests were used to select the most appropriate method for
constructing a composite index. The results of the study indicate that using PCA in
extracting the first PC of the three sub-indices is the most appropriate method to extract
the composite index. Additionally, the results show that houschold head characteristics
are not strong motive to change the status of households to higher quintiles, while the
social characteristics sub-index has the greatest effect on changing the status of
households between 1998 and 2006, The socioeconomic status of households changed
over the period 1998-2006, however, the transition is directed to the lower
socioeconomic statuses more than the higher socioeconomic statuses. Also, there is a
little bit marked stability regarding households at the poorest quintile, while marked
transitions were observed regarding the households in the richest quintiles.

! Assistant Professor, Department of Statistics, Faculty of Economics and Political Science
2 Researcher and Data Analyst, International Population Council - West Asia and North Africa region
(WANA), Cairo Office, Egypt. '

Acknowledgment: We are deeply grateful to Dr. Heba El-Laithy and Dr. Zeinab Khadr for their
valuable comments during revising this study to ensure the successful implementation of the study.




BBy e dhid e

# .
FAMILY PLANNING REVIEW
7 ISSR,CAIRO UNIV. Vol. 41,No.2,2008

1. Introduction:

Over the last few decades, concerns for poverty alleviation and wellbeing of the poor
have dominated the line of thoughts among researchers and policy makers on the
national and international arena. A reading through social science literature clearly
shows that poverty is the main underlying factor responsible for many social problems.
In consequences, many policies that tackle poverty roots and determinants were adopted
by various countries in their pursuit for socioeconomic development on the national
levels. On the international level, concerns for the well being of the poor were clearly

articulated in the high priority assigned to poverty alleviation in the United Nations

Millennium Development Goals (MDGs). “Reduce by half the proportion of people
living on less than a dollar a day, Reduce by half the proportion of people who suffer
from hunger” were the first MDGs.

In response for these heightened concerns, substantial scientific and research, efforts
have been devoted to identifying the poor and the various dynamics that contribute to
the changes in the situation of the vulnerable social groups. Different approaches have
been adopted in this area of research. Some researcher focused on measuring current
socioeconomic status, while others were concerned with measuring the changes in the
socioeconomic status. While the former perspective received substantial attention
among researchers and policy makers, the latter is gaining more attention although
restricted with various data limitation problems and technical and analytical obstacles.

The current study aims to explore the various (micro level) indexes for the household
socioeconomic status. It further benefit from the availability of the panel data structure,
that extends over a period of 8 years, to shed some light on the main factors that
underlie changes in the household sociceconomic status. The research fills an important
gap in the similar researches in Egypt by allowing the policy makers to understand the
changes in the household socioeconomic status, and provides some guidelines in setting
poverty alleviation policies.

Objectives of the study:
The aims of this study are to assess the changes in the socioeconomic status of

households in Egypt between 1998 and 2006. Accordingly, this study tries to answer the
following questions: Has the socio-economic status of the households in Egypt changed
over the period 1998-2006? In other words, is there exist transition or dynamics
happened in the socioeconomic status of households in Egypt between the two years?
What is the direction of the change? What is the main index affecting the transitions in
the socioeconomic status of the households?

Finally, the study compares between different methods in constructing a composite
index to determine the most appropnate method.

Accordingly, the study aims to achieve the following objectives which include:
[1] Constructing a Socioeconomic Status (SES) index for urban and rural
areas and for total Egypt as well depending on two waves of data
namely: Egypt Labor Market Survey data 1998 and Egypt Labor Market
Panel Survey data 2006. '

To reach this objective, the following procedures have to be achieved:
1- Constructing three sub-indices (using PCA) representing the main
dimensions of the socioeconomic status of household namely, head of
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the household sub-index, social characteristics sub-index and the
economic sub-index.

2. Examine the validity of the three sub-indices. Two tests were used to
investigate the validity of each sub-index namely, internal coherence test
and testing the significance relation with the total  consumption
expenditure of the households as estimated by El-Laithy 2005.

3- Comparing four methods for constructing the composite Socioeconomic
Status (SES) index and selecting the most appropriate method using two
validity tests, namely, the internal coherence test and the comparison
with the total consumption of the households.

The four methods used for constructing the SES index are:

a. The Simple sum of the three sub-indices.

b. The first factor extracted from the PCA of the three sub-
indices. ‘

c. The first factor extracted from the PCA of all valid factors
resulted from procedure (1) of the three dimensions.

d. The first factor extracted from the PCA of all variables
used in the analysis.

[2] Assess the changes in the socioeconomic status of households between
the two periods; 1998 and 2006 for each sub-index and for the composite
SES index as well using the transition matrices.

This study is divided into five sections. The first section presents the main objectives of
the study, followed by data and methodology used in the analysis. Section three presents
a brief discussion of previous studies about the main household socioeconomic status
indices that measure the familial well-being. Section four presents the results of the
study and finally section five presents the conclusions and the recommendations.

2. Data and Methodology

2.1 Data

The data used in this study is the Egypt Labor Market Surveys data (ELMSs). These
surveys were conducted in three waves (1988, 1998 and 2006) by Economic Research
Forum (ERF) in cooperation with Central Agency for Public Mobilization and Statistics
(CAPMAS). The questionnaire of the three waves was designed to allow for the
comparison among the three waves available. The last wave of the survey was a panel
of the 1998 survey. About three quarters of the households included in 1998 wave, was
successfully interviewed in the 2006 ELMPS. The analysis in this study used the panel
data of the last two waves of 1998 and 2006 to capture the changes in the

socioeconomic status of the households in Egypt.

Variables used in the analysis: :
Based on the Egypt Labor Market Survey 1998 (ELMS98) and Egypt Labor Market
Panel Survey 2006 (ELMPSO06), the following variables were included and classified

according to different indices:

1- The characteristics of the household head sub-index Variables:

- Age
- QGender
- Educational status
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- Occupational status 3
- Employment status
- Sector of Employment
- Marital Status

2- The households’ social characteristics sub-index variables:

- Average years of schooling in the household

- Availability of one or more child labor in the household (age 6-14)

- Male female Ratio (15-64)

- Percentage of children of age less than 6 years at the household.

_  Percentage of children of age 6 to 14 years at the household.

- Percentage of persons of age 15 to 64 years at the household
(Working Age Population).

- Percentage of elderly persons of age 65 years or more at the
household.

3- The households’ economic status sub-index
Dwelling characteristics:

- Dwelling ownership

- Floor area per person in square meters

- Number of Persons per room at the house

- Floor material :

- Ceiling type (availability of Reinforced concrete)
- Auvailability of tap water

- Waste disposal (availability of Collector)

- Owning telephone

- Availability of toilet at house

Other variables included in this sub-index: -

- Enterprise ownership

- Availability of transfers

- Availability of Remittances

- All durable goods (23 Common items in 2006 and 1998)

2.2 Methodology: :

This study used the multivariate statistical technique, namely, the principal components
analysis (PCA) as it can play a useful role in constructing composite indices (Fergany,
1994). PCA is used effectively to obtain the most appropriate weights for the indicators
of the proposed index, such that the first extracted principal components explains the
largest percentage of total variance. This technique was used to calculate the sub-indices
and the composite SES index for the two waves of households' data sets for urban and
rural areas and for total Egypt as well. (For more details (Fidell, 1989) and (Afifi,
1996))

3. Review of Household Socioeconomic Indices

Many approaches have been used in developing the household socioeconomic indices.
These approaches can be classified into four main categories: occupation based
approach, income/expenditure-based approach, assets index approach, and the

3 Note that: Binary variables were nsed to represent the categories of the education status, occupation
status, employment status, sector of employment and marital status of houschold head to be used
efficiently with PCA.
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multidimensional approach. The following section presents a brief review of the

different approaches that have been adopted in this area of research.

3.1 Occupation-based approach:

Occupation is the oldest and most commonly used approach in generating household
socioeconomic status measure among researchers in developed countries. However, the
main disadvantage of the occupation based approach is that its limitation to the people
who are at workforce. In 2003, Davis et al. extended the using of the occupation
approach to the individuals outside the labor market by adding new variables to capture
the socioeconomic status of those households. Although of this extension, this approach
was still limited to the economically active people. So the question is what about the
households with persons outside the workforce namely, unemployed, unpaid family
workers and those in the retirement. Unless special steps to be taken to collect
information, for example, on previous occupational experience, the occupation based
approach will work effectively but partially. Another problem concerned with applying
this approach to the self-employed persons, especially who works at farms whose their
socioeconomic scores are lower than reality. Finally, the occupation mobility may limit
the use of this approach as a measure of socioeconomic status (Gabraith, 2003). ‘

3.2 Income/expenditure Based Approach:

As the most direct measure of economic resources, income was adopted by many
researchers to measure household socio-economic status. Turrell and colleagues (2002),
discussed the relationship between the socio-economic status and diet within
households. They addressed the household socio-economic status by constructing an
index based income as well as two other indices based on occupation and education.
The analysis showed that household income is the strongest and most robust
independent predictor of food purchasing behavior. By contrast, the effects of education
and occupation on food purchasing were satisfactory (ranging from non-significance to
marginal significance) after adjustments were made for household income.

However, many researchers argue against the use of income in measuring the household
socioeconomic status. Income questions are commonly characterized with high non-
response rate due to its sensitive nature and more likely to be incomprehensive missing
some of the main sources of income such as inherited wealth, ownership of assets,
savings, benefits, and earnings from the informal economy, which can generate
substantial bias in the real magnitude of inequalities. Furthermore, income may be
problematic as an indicator, because it is less stable over time and more likely to be age-
dependent.

In most cases, researchers rely on expenditure rather than income in classifying
households. This approach is implemented in most studies that produce poverty lines.
El Laithy (2002) has relied on the household expenditure in the production of poverty
lines for Egypt. However, the raw data of the national expenditure surveys are not
always available, but such surveys are conducted regularly every 4-3 years. .

3.3 Assets Index Approach (Wealth Index):

In response to the limitations of the income as a measure of socio-economic status,
Filmer and Pritchet (2001) proposed the use of the assets index. The proposed index is a
simple technique for creating a wealth replacement for the classification of the
households in case of the absence of either income or expenditure data. They used data
on asset ownership and housing characteristics. The principal component analysis was
used in producing the asset index. Filmer and Pritchet (2001) used the first principle
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component since it captures the largest amount of information available in all variables
and common to all of them.

The validity of this index for India was examined by comparing the state-level average
of the asset index with data on poverty rates and pross state product per capita (GDP).
In addition, they used data sets from Indonesia, Nepal, and Pakistan, which contain both
assets and expenditure variables for the same households. They were able to show a
reasonable correspondence between the classification of households based on the asset
index and a classification based on expenditures.

However, the index was critiqued for the following weaknesses.

. The weights on individual items are not grounded theoretically.

. It carries possible problems with urban/rural comparisons.

It might reflect some community variables (especially locally available infrastructure
such as electricity, piped water and sewerage) rather than household specific variables.
For the last criticism, Filmer and Pritchett proposed excluding the infrastructure
variables from their index. In general, the asset items included in the index were similar
in most countries. However, the factor scores for any given asset varied greatly across
countries, reflecting inter-country variations in general and inter-household distribution
of each item under consideration.

3.4 Multidimensional Approach

This approach measures the socioeconomic status of the household through integrating
more than one socioeconomic dimension used in the previous approaches. The most
elaborate example is the work of Trewin (2001) in Australia. Trewin (2001) constructed
the Australian socio-economic indices for areas (SEIFA), based on the previous indices.
Previous indices were based largely on people's experience with other indices, rather
than referring to a theoretical model.

The advantages of multidimensional approach as a measure of socioeconomic status of
households are as follows:

1- Tt summarizes a number of social and economic indicators in just one measure

2- This single measure can be used to rank households and individuals and areas as
well. '

3- Tt is not limited to social or economic indicators and not as well as the wealth index
which measure the assets only.

4- The multidimensional approach overcomes the avoiding of the infrastructure and
community level indicators, by including variables of community and infrastructure.

Accordingly, the multidimensional approach was used in this study to measure the
socioeconomic status of households

4, Results

4.1 Construction of Sub-Indices and Validation
In this section, the three sub-indices, namely the household head sub-index, the social
characteristics of the household sub-index and the economic sub-index, will be
constructed. The validation of each sub-index was shown after construction. Finally, the
aggregated index of socioeconomic status will be constructed and its validation will be
shown. Principal Component analysis technique was used to develop the three sub-
indices in the two years 1998 and 2006. The first step in conducting the PCA is to
investigate the correlation between the variables included in each sub-index. The second
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step of producing each index was to carry out the PCA to extract the coefficients of the
variables included in the index.

The results of the correlation matrix for the household head sub-index show that the
correlation between different variables does not exceed 0.5 except for the variables
related to the employment status and sector of employment, where the correlation
coefficient reached 0.83 for both periods. Additionally, the correlation between the sex
of head of household and his/her marita! status reached 0.7 in 2006 and 0.61 in 1998.

The first principal factor extracted from PCA was used as the household head index,
and it explained about 44.3 percent of the total variation of the included vartables in
1998 and about 47.3 percent of the total variation in 2006. Table 1 shows the matrix of

factor loadings (weights) and the correlation between the constructed sub-index of the

household head and the variables used to construct the index. Moreover, this table
shows that this sub-index correlated strongly and significantly with all of its indicators
(variables) for both periods 1998 and 2006. The sub-index was highly correlated by the
employment status variable, sector of employment, occupational status followed by sex
and marital status.

Table (1): The matrix of first PCA loadings (weights) and the correlation coefficients between the head of
honsechold sub-index and its variables in 1998 and 2006

Weights Correlation Coefficients

Variable 1998 2006 1998 2006
Age of Head -0.25 -0.27 .53 -0.60
Sex of Head 0.26 0.28 0.58 0.68
Ititerate (without certificate) -0.18 -0.19 -0.29 -0.34

|_High Schoo} or less 0.11 0.11 0.14 0.17
Above High School 0.10 - 0.10 0.21 0.22
Unemployed (occupational variable) -0.40 .40 .89 -0.88
Workers 0.22 0.19 0.26 0.28
Workers in Agriculiure -0.01 0.00 .17 0.15
Technician 0.18 0.18 0.48 0.41
Unemployed (employment variable) -042 -0.41 -0.90 -0.89
Wage Workers 0.33 0.30 043 0.44
Employer & Self Employed 0.07 0.07 0.46 0.40
Unemployed (Sector variabie) -0.40 -0.40 -0.89 -0.88
Public Sector 0.25 0.20 0.28 0.23
Private Sector 0.12 0.16 0.53 0.54
Married 0.23 027 . 0.55 0.68
Variance explained 44.3% 47.3%

Validation of household head sub-index:

Two tests were implemented to investigate the validity of household head sub-index,
namely the internal coherence test and the classification power with the total estimated
consumption expenditure and tests its significance.

The internal coherence was used by Filmer and Pritchett (2001) to check the reliability
of the wealth index for India. This test was used in this study that depends on comparing
the means of the variables that used to construct the household head sub-index with its
quintiles. Such comparison was done by investigating the differences of the means of
the variables in the different quintiles of the index in urban and rural areas and for total

Egypt.
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The internal coherence test shows that there are significant differences between the
means of the variables for the different quintiles of the household head sub-index for the
two years, 1998 and 2006 and for urban and rural areas as well as for total Egypt.
Table (2) shows that there are large differences between the average values of the
variables in the different quintiles of the household head sub-index. For the first
quintile, the average value of age of head of household was 61.9 years i both 1998 and
2006, decreased to 38.9 years in 1998 and 33.8 years in 2006 for the last quintile. The
percent of households headed by female for the first quintile of household head sub-
index was 47 percent in 1998 and 54 percent in 2006. These figures decreased to zero
percent in both years in the last quintile. In addition, the percentage of iliterate head for
the first quintile holds 82 percent in 1998 and 67 in 2006, while it decreased to zero
percent in the last quintile for both years.

Table (2): The average values of the variables used in constructing the household head sub-index
according to different quintiles in 1998 and 2006 (Total Egypt)

Year 1998 2006
1"Q | Q| 3™g |40 | s"Q |10 | 2¥Q [ 3”0 | #0Q | 5°Q
|_Age of Head . 619 | 527 | 464 | 434 | 389 | 619 | 526 | 443 1 422 | 338
Sex of Head 0.53 0.7 1.0 1.0 1.0 ]| 046 0.7 10 Lo 1.0
Illiterate (without certificate) 0.8 0.7 0.7 0.4 0.0 | 0.67 0.7 0.7 0.1 0.0
High School or less 0.1 0.2 0.2 0.4 06| 02 0.2 0.3 0.6 0.6
Above High School 0.0 0.1 0.1 0.2 0.4 0.1 0.1 0.1 0.3 0.4
Unemployed {occupational variable) 1.0 0.3 0.0 0.0 0.0 1.0 0.2 0.0 0.0 0.0
Workers 0.0 0.0 0.4 0.6 (0.5 0.0 0.1 0.5 0.5 0.5
Workers in Agriculiure 0.0 0.6 03 0.0 0.0 0.0 0.6 0.2 01 0.0
Technician 0.0 0.1 03 0.3 0.5 00 0.1 0.2 0.5 0.5
Unemployed (employment variable) 1.0 0.5 0.0 0.0 0.0 1.0 .3 0.0 0.0 0.0
Wage Workers 0.0 0.1 0.5 09 L0 0.0 01 0.5 0.7 1.0
Employer & Self Employed 0.0 0.5 0.5 0.1 0.0 | 00 0.6 0.5 0.3 0.0
Unemployed (Sectar variable) tat 03| oo) oo 00| 10} 02| 00] 00} 00
Public Sector 0.0 0.0 0.1 0.5 0.8 0.0 0.0 0.2 0.5 0.6
Private Sector 0.0 0.7 0.9 0.5 0.2 0.0 0.8 0.8 0.5 0.4
Married 0.5 0.7 09 0.9 1.0 0.5 0.7 0.9 1.0 1.0

The unemployed head were almost 100 percent in the first quintile while almost zero
percent in last quintile. Same trend was observed for all other variables. These results
indicate the strength of the household head characteristics in differentiating between the
different quintiles of households.

The second test for validation is to compare the quintiles constructed by the household
head sub-index with those constructed by the estimated consumption expenditure by
El-Laithy as proxy for the economic status of households (El-Laithy, 2005).

Table (3) shows that almost two thirds (62 percent) and about 50 percent of the
households who classified into the first quintile by expenditure data are classified into
first and second quintiles by household head sub-index in 1998 and 2006 respectively
for total Egypt. The classification of the other quintiles show less agreement, where less
than half of the households in 1998 and 2006 classified by expenditure in last quintile
are classified by household head sub-index in fourth and fifth quintiles. Additionally,
there is significant correlation between different quintiles implemented by the
expenditure data and the quintiles implemented by the household head sub-index, where
the P-value associated with Pearson X test of independence was less than 0.0005.

Table (3): Comparison between houschold head sub-index quintiles and household total estimated
expenditure quintiles in 1998 and 2006 (Total Egypt)
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Year 1998 2006
Expenditure Quintiles Expenditure Quintiles

Honsehold head | o 2”0 [avq | o [ 50 | Tota | 1#0 | 20 | g [ 0 [ 520 | Tom
index quintiles ‘Fotal Lgypt

| 1MQ 3171 | 2127 | 13.98 | 1324 | 11.14 | 20.03 2959 { 17.28 { 14.25 | 12.53 | 12.57 | 20.17
o 2383 | 18.49 | 1942 | 1833 ixo2 | 1999 | 1844 | 2048 | 21.18 22.03 | 18.55 | 19.87
O 1734 | 1973 | 2212 | 19.15 | 2321 | 20.26 18.49 | 20.55 | 21.84 | 20.23 | 21.96 ; 20.11
4"Q 13.14 | 1864 | 21.15 | 22.97 2438 | 19.89 | 1407 | 15.63 | 21.78 30.04 | 33.88 19.9
3"Q 7900 | 2187 | 2332 | 26.11 2235 | 19.83 | 19.41 | 26.06 | 20.95 15.17 | 13.03 | 19.95
Total 100 100 100) 100 100 100 100 100 100 100 100 100

Urban
1“0 4468 | 2273 | 2163 {1611 | 1075 | 2243 4217 i 267 | 182 | 1669 § 1407 | 2591
2" Q 1637 | 1421 1 15.09 13.46 151 | 1483 | 1231 | 13.13 | 1239 1325 | 1049 j 1238
™o 14.54 | 1411 | 1861 | 17.31 | 22.94 1823 | 1431 | 1559 | 18.53 | 15.83 | 20.8 | 1649
aM"MQ 1398 | 19.12 | 2035 | 25,58 | 27.52 226 | 1269 1 1668 | 2631 | 35.21 | 3896 | 23.02
shg 1043 | 22.83 | 2432 | 27.53 | 23.68 2225 | 18.52 | 3104 | 24.56 | 1902 | 1568 | 22.2
Total 100 100 100 100 100 100 100 100 160 100 100 100
Rural

1*Q 34.04 | 15.09 7.08 | 10.16 | 11.86 17.% | 20.58 | 12.31 | 10.33 7.93 9.09 14.7
g 2796 { 21.62 | 23.33 2397 | 26.05 | 24.78 | 22.83 2726 | 29.89 | 31.78 | 37.24 27.01
3 Q 18.81 | 23.83 | 25.29 | 21.11 237 | 2214 | 21.48 | 25.11 25.12 25.1 | 2465 | 23.56
"0 12.60 | 1829 | 21.88 | 20.17 | 1852 1768 | 1506 | 1466 | 173 | 24.29 | 22.13 16.92
50 670 | 21.17 | 22.43 | 24.59 | 19.87 1759 | 2005 | 2065 | 17.37 | 109 | 689 17.81
Total 100 100 100 100 100 100 100 100 100 100 100 100

The results for the social characteristics sub-index show that most of the correlation
coefficients between different variables are not so high but significant. At the beginning,
weights of the variables with the first principal factor were checked. Two rounds of
PCA were done to enhance the result and to increase the percentage of variation
explained by the first principal component. To enhance the results of PCA, the variables
that have weights less than 0.04 were excluded from the analysis. (Australian Bureau of
statistics, 2001). The variable excluded from the analysis was the child labor variable.
This procedure enhanced the results, and the percentage of variation explained by the
first principal component was increased from 26 to 30.3 in 1998 and from 27 percent to
31.4 in 2006.

Table (4) presents the factor loadings (weights) and the correlations between the
constructed sub-index of the household’s social characteristics and the variables used to
construct the index. The table shows that the correlation coefficients between different
variables and the constructed index for the two periods namely 1998 and 2006 are

almost similar.

Table (4): The correlation coeflicients between the variables and the constructed index, and the factor
loadings (weights) of the index after excluding child labor variable in 1998 and 2006.

Variables Correlation Coefficients factor loadings
1998 2006 1998 2006
Average Number of Years of 0.5941 0.6385 0.4406 0.4651
Schooling of the housechold
Male Female ratio 0.3688 0.3848 0.2733 0.2803
percentage of 0_3 year -0.384 -0.318 -0.285 -0.232
percentage of 6_14 year -0.135 -0.055 -0.1 -0.04
percentage of 15_64 year 0.8629 0.8542 0.6399 0.6223
percentage of 65 + -0.648 -0.703 .48 -6.512
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Child Labor (Excluded)

Perceninge of variation 30.3% 31.4%

Validation of Social characteristics sub-index:

Internal coherence test: Table (5) compares the means of each of the variables that
construct the social characteristics sub-index across its five quintiles for total Egypt in
1998 and 2006. There are large differences across quintiles for almost all variables. The
average number of years of schooling in the household was almost 2.3 years in 1998
and about 4 years in 2006 for the first quintile. These figures increased to 8.4 years in
1998 and 11 years in 2006 for the last quintile. Similar trend was observed in all other
variables. :

Table (5): The average values of the variables used in constructing the social sub-index according to
different quintiles in 1998 and 2006 (Total Egypt)

percentage percentage percentage percentage Average
of children of youth of persons of persons No. of
0_Syear 6_14 year 15 64 year 65+ Years of
Schooling Male
in Female
houschold ratio
1"Q 0.21 0.17 0.32 0.30 23 0.67
20 0.21 0.26 0.48 0.05 3.8 1.10
3MQ 0.12 0.22 0.63 0.03 4.6 129
440 0.03 0.14 0.81 0.01 56 111
1998 | s"Q 0.02 0.09 0.88 0.01 8.4 1.93
1*Q 022 0.13 0.33 0.31 3.9 0.68
™ 0.26 0.18 0.52 0.04 5.9 1.05
o . 0.20 0.14 0.64 0.03 _ 7.1 1.43
49 0.03 0.12 0.84 0.02 8.5 112
2006 | 57 Q 0.01 0.05 0.93 0.01 111 1.72

Expenditure Test: The comparison between the estimated household expenditure and
the social sub-index indicates a significant and a reasonable power of the social sub-
index, where 43.8 percent of the households classified into the first quintile by
expenditure are also classified into the first quintile by the social sub-index for all Egypt
and for urban and rural areas as well in both years. However, the results of 1998 show
less coherence if compared by 2006, while about 44 percent was classified by
expenditure and social sub-index in first quintile, only about 33 percent was classified
by expenditure and social sub-index in the last quintile for total Egypt (Table 6). These
figures reached 43 percent and 40 percent in 2006. Testing the significance of these
tables with X> Test showed that there are significance relationships between
households’ quintiles by both socioeconomic sub-index and the estimated expenditure
in 1998 and 2006.

Table (6): Comparison between social sub-index quintiles and household total estimated expenditure
quintiles in 1998 and 2006 (Total Egypt)

Household total estimated expenditure quintiles
1998 2006
Sub-index quintiles | 1* | 2™ [ 3 14" [ 5" | Tetal |1 [2™ |3 | 4™ [ 5" ]| Tetal
1*Q 438 1253|149 | 71 9.2 20.1 | 42.9 25 {161 | 961 63 20
™o 124 | 247 | 234 | 20.7 | 184 199 ) 155 ] 243 | 248 | 20.8 | 146 20
"Q 174§ 223 | 253 | 204 | 153 201 153 ] 214 | 253 | 211 17 20
4"Q 199 | 157 | 17.1 | 22.9 | 23.9 19.9 § 21.5 18 | 159 | 224 | 224 20
shgQ 65| 121 [ 194 ] 289 | 33.2 20 481113 ]| 179 | 261 | 398 20
Total 100 | 10¢ | 100 | 100 | 100 100 | 100 | 100 | 100 | 100 | 100 100
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The Economic Status sub-index: -

To construct the economic status sub-index, the assets index was constructed first by
applying the PCA for most durable goods owned by the households, in addition to the
ownership of a private car, taxi, truck, motorcycle and bicycle. Applying the previous

explained criterion® that exclude the variablcs that have weights less than +/-0.01 to

enhance the results, the percent of variation was increased 10 29 percent in 1998, and to
24 percent at 2006. Additionally, the weights after removing the less significant
variables were enhanced for the rest of the indicators.

After adding the variables of tenure characteristics and other variables (Toilet Type,
Remittances, Enterprise, Transfers...etc.) to the assets index, the PCA was used to
construct the economic status sub-index. The percent of variation explained by the first
principal factor was 29 percent for 1998 and about 20.5 percent for 2006. By applying
the previously mentioned criterion that eliminates the less significant variables, the
percent of variation explained was increased to 30 percent at 1998 and to almost 24
percent at 2006. _

Table (7) shows the correlations coefficients of the economic sub-index with all the
variables that were used to conduct it. The economic sub-index is correlated
significantly with most of the variables as shown in the table.

Table (7): The matrix of first principal component loadings (weights) of the economic sub-index and its
correlation coefficients in 1998 and 2006

Weights correlation coefficients

Variables : 1998 2006 1998 2006
Dwelling status -£.254 -0.213 -0.4624 -0.3463
Floor Area Per person 0.087 0.183 0.1578 0.2976
Floor Material 0.388 0.340 0.7079 0.5534
Ceiling type 0.403 0.428 0.7348 0.6962
Water Source (.300 0.268 0.5473 0.4354
‘Waste Disposal 0.357 (.339 0.6504 0.5517
Owing Telephone 0.372 0.361 0.6782 0.588
Number of Persons Per Room -0.183 -0.284 -0.334 .4618
Toilet Tvpe 0.136 0.141 0.247% 0.2298
Remittances {Excluded)

Owning Enterprise -0.067 (.040 -0.1213 0.0651
Transfers (Excluded)

Assets Index 0.450 0.45% 0.8211 0.7343
| Varintion Explained 30% 24%

Validation of the Economic Status sub-index:

Internal coherence test: This test shows large differences between different quintiles
of the sub-index among almost all the components of that index. For example, the
average floor area per person was 21 square meters in 1998 and 18.5 square meters in
7006 for the first quintile, while it increased to 30.5 and 36.5 in 1998 and 2006
respectively for the last quintile as shown in Table 8. The infrastructure variables (water
source, waste disposal, telephone ... etc.) reflect the same direction. While 6 percent
and 16 percent of households in 1998 and 2006 respectively use collector for the waste
disposal in the first quintile, there are 94 percent in 1998 and 95 percent in 2006 use

4 The Australian Bureau of Statistics, 2000, used similar critetion in calculating the SOCiOeCOnOMIc
indices for areas, in order to enhance the results and to eliminate the less significant variables.
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collector in the last quintile. Same pattern could be observed among all variables as
shown in the table.

Table (8): The average valucs of the variables used in constructing the economic status sub-index
according to dillerent quintiles in 1998 and 2006 (Total Egypt)

Expenditure validation: Assigning the households to different quintiles using the
expenditure measure and the economic index was carried out to test the classification
power of the economic status sub-index. Table (9) compares between the economic sub-
index quintiles and household total estimated expenditure quintiles for the two periods,
namely 1998 and 2006. In 1998, about two-thirds of the households classified into first
quintile using expenditure was also classified into first and second quintiles using the
economic sub-index, and only 3.3 percent of those in the first quintile by expenditure
approach appear in the last quintile by economic status approach. Same pattern was
observed among households in 2006. Also, when testing the significance of the
relationship between the quintiles of the economic status sub-index and those for the
expenditure data using X° significance test, it showed that there was significant
relationship between the quintiles of the expenditure and the quintiles of the economic
sub-index.

Table (9): Compariscn between Economic Status sub-index quintiles and household total estimated
expenditure quintiles in 1998 and 2006 (Total Egypt)

Household total estimated expenditure qunintiles
Suh-index 1998 2006

quintiles 1 2™ 30 4™ [ 8" | Total | 1¢ 2 137 |4 5™ | Totat

1*Q 378 | 306 | 186 | 91| a2 20 | 359§ 209 | 192 143 ] 98 20
™o - 267 | 2421 217 [ 185] 93 201 ) 251 | 241 | 214 18 | 115 20
3Q 19.8 | 177 232 | 235 15 198 F 189 | 234 | 214 | 207 | 156 20
4" Q 125 | 188 | 236 | 24| 214 20 115 | 185 ) 21.2 | 248 | 241 20
550 33| 88| 129 25| 502 20) 86 ) 132 | 169 | 223} 39 20

. Total 100 | 100 | 200] 100 | 100 100 | 100 [ 100 [ 100 | 100 | 100} 100

4.2 Construction of the Socioeconomic Status (SES) Index:
The construction of the socioeconomic status index that depends on all sub-indices, as a
measure of the socioeconomic status, has four possibilities for its construction. The first
possibility of the index is the simple sum of the three sub-indices. Second possibility is
getting the SES index as the first principal component that resulted from carrying out
the PCA over the three sub-indices. Third possibility, is getting the SES index as the
first PC of all valid factors that resulted from the construction of each sub-index

31

Floor Availability | Waste Person -
Dweliing | Area Per | Floor Ceiling | oftap Disposal Owning Per Availability Assets
statns person Material | type ‘Water (collector) | Telephone | Room of Toilet Enterprise | Index
1998
1*Q 2,80 20.87 2.14 0.07 52 6 0.4 1.86 94 0.40 2.38
2Q ] 2% 21.62 274 0.60 91 15 4 1.68 100 0.40 -1.39
30| 260 2278 2.88 0.85 95 31 18 1.55 100 0.33 -0.13 : =
(4%Q 227 2347 2.99 097 99 [ 39 1M 100 028 997
'55Q 1.85 30.52 3.00 1.00 100 94 94 1.04 100 0.24 2.93
2006
1" Q 2.78 18.54 235 0.22 82 i6 15 1.83 97 0.18 2.11
2" Q 2.91 21.67 2.84 0.81 99 27 32 1.44 100 0.20 .86
Q| 237 23.70 2.92 0.96 100 46 58 1.24 100 023 0.04
420 238 26.44 2.97 0.99 100 75 81 L1) 100 0.24 0.67
57 Q 1.84 36.47 2.99 .00 100 93 97 0.87 100 0.24 2.25 o
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(include the sub-index itself). Finally, the SES index will be constructed by applying the
PCA over all variables used in the analysis.

1. The SES index as a simple sum of the three sub-indices:

The first possibility to construct the SES index was to simply aggregate the scores of
each of the three sub-indices and test its validity as a socioeconomic status index. The
correlation between the SES index and the three sub-indices shows that the three sub-
indices correlated significantly with the SES index, that indicates that the three sub-
indices represent three different aspects of households® socioeconomic status. The
relation between the four indices (the aggregated and the three sub-indices) does not
differ dramatically from 1998 to 2006.

2. The SES index as a first principal component of the three
sub-indices:

The second possibility for producing the SES index is to take the first principal
component factor after applying the PCA on the three sub-indices. This was achieved so
that the weights of the three sub-indices have been selected by theoretical background
and not selected subjectively. Therefore, PCA was run over the household head sub-
index, the social sub-index and the economic sub-index. This index explained 47
percent of the variation in 1998 and 46 percent at 2006.

Table (10): The factor loadings (weights) and the correlation coefficients matrix of the SES index
with the three sub-indices in 1998 and 2006

1998 2006
Correlation coefficients matrix correlation coefficients matrix

Factor Household Factor Household

loadings SES index head Social loadings SES index head Social
Household
head 0.71 0.84 1 0.66 0.77 1
Social (.66 0.79 0.38 1 (.66 0.78 0.32 1
Economic 0.24 0.28 0.14 -(.01 0.36 0.42 0.10 0.11

The equation that expresses the SES index that was derived by this method (PCA on the
three sub-indices) is:

SES Index = 0.71 household head sub-index + 0.66 Social Sub-index + 0.24 Economic
status sub-index (for 1998)
SES Index = 0.66 household head sub-index + 0.66 Social Sub-index + 0. 36 Economic

status sub-index (for 2006)

3 The SES index as the first principal component of all

fuctors resulted from the construction of the three sub-

indices: -
The third possibility in constructing the SES index is applying the PCA to all factors
resulted from the construction of the three sub-indices with the criterion that keep the
factors with an eigenvalues greater than or equal to one. From the household head
characteristics dimension there are three factors with cigenvalues greater than one, and
from the social characteristics of the household dimension there are two factors,
eventually there are five factors from the economic status dimension for both years
1998 and 2006. The PCA was applied over the resulted factors and the first principal
component factor was taken as the SES index of households. The percent of variation
explained by the first principal component was 17.1 percent in 1998 and 16.3 in 2006.

4. The SES index as a first PC of all valid variables:
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The fourth possibility for producing the aggregate SES index was to obtain the first
principal factor of all the variables used in the analysis by applying the PCA over all
variables. The explained variation by the first principal component factor in 1998 was
15 percent and for 2006 was about 13 percent. But by applying the above criteria
(remove the less significant indicators to enhance the result) for both two periods, the
variation explained by the first principal component factor increased to 20.1 percent in
1998 and to 17 percent in 2006.

4.3 Comparison between Different Sociveconomic Status Indices:
The construction of the socioeconomic status (SES) index should follow a well definite
pattern. There are some steps involved in the process of selecting the appropriate SES
index as a measure of the socioeconomic status of households. The first step is to ensure
that the SES index covers (have good relationship) all sub-indices that were used to
construct the index. The second step is to examine its validity to show its powerful

process in differentiating between different socioeconomic statuses of households. The

two tests for validation; namely, internal coherence test and the comparison with the
estimated total expenditure were applied.

The first step used for the comparison between different SES indices was to examine
the relation between the index with its entries. This relation was examined in the
previous sub-sections, and indicates a good relation for all SES indices. The next step is
to examine the validity of the index by the two measures as follows.

Validation of the first SES index (Simple sum of the three sub-indices):

Internal Coherence Test: The internal coherence test shows significant differences
between the average values of the variables that included implicitly (all the variables) or
explicitly (the three sub-indices) in the index for the different quintiles of the SES index
for the two years, 1998 and 2006. For the first quintile, just one third of the households
in 1998 own fridge and about 60 percent in 2006, while for the last quintile hundred
percent of households have fridge in both years. Same trend was observed for the other
variables.

Expenditure Validation: The classification of households by SES index quintiles and
the total household expenditure quintiles in 1998 shows that about 60 percent of the
households who are at the first quintile according to the expenditure data lies also at the
first quintile according to the SES index for total Egypt, and about 56.5 percent of the
households classified in the last quintile according to the expenditure measure lies also
at the last quintile according to SES index. At 2006, these figures reached 43 percent
and 70 percent for the first quintile and for the last quintile respectively. A litile
difference of the classification power was noticed between urban and rural areas for
both years 1998 and 2006. The X? test of significance showed that there is a significant
relationship between the two measures namely the SES quintiles and the total
expenditure quintiles.

Validation of the second SES index (1 PC of the three sub-indices):

Internal Coherence Test: The results of the internal coherence test show that there are
considerable differences in the average values of the variables across different quintiles
of the SES index. For example, 22 percent and 27 percent of households in 1998 and in
2006 respectively own water heater in the first quintile, while half of households in
1998 and two thirds of households in 2006 own this item in the last quintile.
Additionally, about three quarters of households in the first quintile receiving transfers
in 1998 and 2006, but this percent dropped down to 11 and 14 percent in 1998 and 2006
respectively for the last quintile.
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Expenditure Test: The validity with the expenditure data shows that about 53 percent
of households at the first quintile in 1998 were correctly classified by SES index and 47
percent were correctly classified at the fifth quintile. In 2006, the situation was little
better, where slightly more than half of households in the first quintile were correctly
classified by the SES index, while about 68.5 percent at the fifth quintile was correctly
classified by the index. Pearson X2 test of significance proved that there is a significant
relationship between the quintiles of the estimated expenditure and the quintiles of the
SES index for both 1998 and 2006.

Validation of the third SES index (1* PC of all extracted factors from the three
sub-indices):

Internal Coherence Test: The results of this test show little differences between the
average values of the variables across the different quintiles of the SES index. For
example, the average years of schooling was 4 years for households in 1998 who are in
the first quintile increased to only 4.8 at the fast quintile. However, in 2006 the average
number of years of schooling was 5.4 years at the first quintile increased to 8.5 years for
the last quintile. Accordingly, the results show that the SES index which was conducted
as a first PC of all valid factors of the three sub-indices is less coherent.

Expenditure Test: The comparison between the quintiles of the SES index and those
for the expenditure data reveals that the percentage of correct classification was less
than other SES indices. The percentage of households who classified in the poorest
quintile (first quintile) according to the expenditure data and also classified in first
quintile by the SES index was 41.5 percent and 44 percent for 1998 and 2006
respectively. However, for the last quintile only 23.3 percent and about 63 percent were
correct classified in 1998 and 2006 respectively. These percentages considered small
percentages (regardless fifth quintile in 2006) that make the SES cannot be reliable as a
measure of SES of the households.

Validation of the fourth SES index (1* PC of all variables used in the analysis):
Internal Coherence Test: The comparison between the average values of the variables
used to construct the SES index shows that there are little differences across different
quintiles for almost all variables in 1998 and 2006. For example, the results show that
the floor area per person was 23.3 meters in 1998 and 24.1 in 2006 for the first quintile,
where these figures increased only to 28 and 29 meters in 1998 and 2006 respectively.
Also, little differences emerged according to this index, where 1.7 and 1.6 person per
room in 1998 and 2006 respectively was found for the first quintile, these figures
dropped to only 1.1 person per room for both years at the fifth quintile. Accordingly,
this index shows less coherence between different quintiles.

Expenditure Test: The results of the expenditure test show that about 47 percent of the
households in 1998 who lies in the first quintile according to the expenditure data was
classified also in the first quintile according to the SES index. For 2006, just one-third
of the households were classified correctly at the first quintile by both measures. For the
last quintile about 54.7 percent of households were correctly classified by both
measures in 1998, while 65 percent of households were correctly classified in 2006.

So, this SES index behaves with less coherence and limited powerful with estimated

expenditure especially at higher quintiles. For the lowest quintile it behaves very badly
(in 2006 just one third of households were correctly classified).
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Accordingly,

- The preceding steps lead to choose the second SES index (The first PC of the three sub-

indices) as the most appropriate SES index. This index has a significant relationship
with the three sub-indices, accordingly, this index represents the three dimensions of
measuring the socioeconomic status of the households for both periods, 1998 and 2006.
Additionally, the validation techniques confirmed its validity and show that this index
has the most classification power in differentiating between different sociceconomic
statuses for househoids if compared by other indices. Moreover, the weights of the SES
index have grounded theoretically through the extraction of the SES index using the
PCA technique and not only a simple sum of the three sub-indices.

4.4 Transition Matrix and Indices

In this section, a discussion of the resulted outputs of the sub-indices and the selected
SES index was conducted. The panel data was used to construct the transition matrices
using the three sub-indices in addition to the selected SES index. The use of panel data
to construct the transition matrices enables us to capture the dynamics happened to the
socioeconomic status of households between the two periods 1998 and 2006. The panel
data was obtained by tracing the same households that was interviewed in 1998 (4815).
About three quarters (3659) of those households was re-interviewed successfully at
2006, those households considered as a second round of a longitudinal data of the
households interviewed in 1998.

The transition Matrix of the three sub-indices:

In this section, the changes that occurred to the socioeconomic status of households
according to the three sub-indices (Household Head, Social and Economic sub-index)
between the two periods of the analysis will be shown. In addition, the SES index will
be used to follow up the changes in the socioeconomic status of households in Egypt
between 1998 and 2006.

4.4.1 The Transition Matrix according te the Household Head sub-index:

Table (11) shows the dynamics of households according to the changes in the
characteristics of household head (using household head sub-index) across the two
years, 1998 and 2006. The table shows that there exist slight transitions were occurred
for households in both urban and rural areas and for total Egypt as well according to this
sub-index especially for those in the first quintile.

The great dynamics occurred according to this sub-index was found in rural areas,
where slightly than two thirds of households in the first quintile at 1998 remain at the
first quintile in 2006 while the rest moved to the second and the third quintiles.
However, slightly more than one third of households in the fifth quintile in 1998 stayed
at the same level in 2006 according to the characteristics of head of households, while
8.5 percent of households moved to the first three quintiles in 2006. For total Egypt, 79
percent of households stayed at the same level at the first quintile between the two
surveys. Additionally, 31 percent of households in the fifth quintile in 1998 stayed at
the fifth quintile in 2006, and virtually the rest moved to lower quintiles in 2006. In
addition, Table (11) shows that one quarier of households in the first quintile in 2006 in
total Egypt came from the second quintile and 14 percent come from the third quintile
(according to column percentage).
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Table (11); Transition Matrix of houscholds according to Household head sub-index

by residence in 1998 and 2006.
2006 2006

1™ 2 M 4 5" Total 1 i 3" 4" 5%  Total

1998 Row_percentage All Egypt Column percentage
1Q 739 144 6.0 0.7 00 100] 480 101 3.9 0.6 00 157
2 Q 359 516 8.6 2.1 1.8 100 | 264 439 63 2.1 41 198
Q 163 3L0 473 44 1.0 100 | 140 309 437 5.0 2.8 222
M0 138 116 461 250 35 100 | 112 169 402 267 90 210
shQ 0.4 43 59 583 311 100 0.4 42 54 657 842 221
Total 259 224 240 196 81 100 100 100 100 100 100 100

Urban
1*Q 87.2 8.9 37 0.3 00 100 | 509 106 34 0.3 00 189
™Q 554 319 7.5 3.9 1.3 10| 233 275 5.0 22 21 133
3Q 194 283 466 5.4 04 100} 113 339 430 43 08 189
" Q 191 124 360 289 16 100 | 139 186 415 290 105 236
5"Q 07 59 58 600 276 100 0.6 9.4 71 642 866 252
Total 323 157 204 235 80 100 100 100 100 100 100 100
Rural

1*Q 678 218 9.1 i3 00 100 | 437 9.9 43 1.0 00 129
™Q 258 617 9.2 12 20 1001 312 523 8.1 1.9 59 241
3Q 142 329 478 37 15 0| 180 293 442 5.8 45 253
4409 76 07 519 204 34 100 71 70 392 237 76 185
sQ 0.1 2.4 61 563 352 100 0.1 1.6 43 676 820 192
Total 199 284 274 160 33 100 100 100 100 100 100 100

4.4.2 The Transition Matrix according 1o the social characteristics sub-index:

Table (12) shows the transition matrix between the two years, 1998 and 2006 according
to the social characteristics sub-index. This transition matrix captured the dynamics that
happened to the households between the two surveys. The table shows that there exist
great transitions occurred for the households at all quintiles in urban and rural areas and
for total Egypt as well. The table shows that almost 60 percent of households who were
in the first quintile at 1998 moved to higher quintiles at 2006. Moreover, almost 45
percent who were in the second quintile at 1998 moved to the richest two quintiles at
2006 according to their social characteristics.

Additionally, half of households in total Egypt who were at the fifth quintile in 1998
were stayed also at the fith quintite in 2006, while the rest move to the lower quintiles
(21 percent moved to the lowest two quintiles). Looking to the colurn percentage, the
data shows that aimost 60 percent of households in the first quintile at 2006 came from
quintiles other than the first quintile. Great transitions were observed also regarding the
fifth quintile, where one third of households who were in the fifth quintile at 2006 came
from the second and the third quintile. Same pattern was observed for urban and rural
areas as shown in Table (12).
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Table (12): Transition Matrix of houscholds according 1o social characteristics sub-index

by residence in 1998 , 2006,
2006 2006

R 3 4" 5"  Total | 3 4™ §"  Total

1998 Row percentage All Egypt Colupm percentage
1" Q 4162 2378 1796 13.72 291 100 | 4133 2875 2127 10.73 206 1862
2" Q 1235 2018 2176 2884 16.87 100 | 13.15 26.16 27.63 242 12.8 1997
3"Q 1496 1495 1593 29,19 2498 100 | 16.23 1974 206 2495 1931 2035
4mQ 1598 343 1417 26.01 354 100 | 1738 11.16° 1838 2229 2744 2039
5" 10.8  10.57 922 2054 4888 100 119 1418 1212 1783 3839 20.67
Total 18.75 154 1573 23.8 26.32 100 100 100 100 140 100 100

Urkon ' '
1*Q 41.13 2201 1857 1435 3.95 100 | 3452 2377 20.11 9.78 207 15358
M0 11.25 18.6 212 29325 1969 100 | 11.52 2465 2816 2446 1265 1912
o 13.4 1703 1553 2865 2539 100 143 2339 2139 2484 1691 1982
" Q 18.53 889 1015 2261 39.82 100 | 23.06 1424 1629 22.85 3092 23.1
o 13.72 3.99 9.03 1845 4981 100 | 16.54 1394 1405 1807 3746 2238
Total 18.57 1443 1439 2286 29.76 100 100 100 100 100 100 100

Raral

1*Q 41.96 2497 1756 133 221 100 | 47.47 328 2217 1155 2.04 2141
™Q 1328 2151 2224 2849 1449 100 ) 1456 2739 2722 2397 1299 2076
3" Q 1633 13.12 1627 29.66 2462 100 | 1798 1678 19299 2505 2216 20.84
4MQ 12.96 7.88 1895 3005 3016 100 | 12.26 860 2001 218 2333 17.2
g 7.66 1227 242 2278 4787 180 772 1437 1061 1763 3948 19.09
Total 1892 163 1696 2467 23.15 100 160 100 100 100 100 100

4.4.3 The Transition Matrix according to the econontic status sub-index:

Table (13) shows the dynamics of households according to the economic status sub-
index across the two years 1998 -2006. The transitory movements that occurred to the
households according the economic status sub-index seems to be very limited compared
to that was observed by the previous sub-index (social sub-index). For total Egypt, the
table shows that slightly less than three quarters of households (71 percent) who were in
the first quintile at 1998 still at that quintile at 2006, while this percentage reached 69
percent for the richest quintile. Households in urban areas are more sensitive to the
changes in the economic variables than rural areas, where 37 percent of households in
the first quintile at 1998 transfer to the second and third quintiles at 2006 according to
the economic changes that occurred in the period between the two surveys.
Additionally, 20 percent of households in urban areas who were at the middle quintile at
1998 moved to the richest quintile at 2006.
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Table (13): Transition Matrix of houscholds according to Economic sub-index
by residence in 1998 , 2006

2006 2006
1" ™ 3 4" S5 Total iy 2™ 3 4t 5 Total

1998 Row percentage All Egypt Column percentage

1*Q 7113 1853 825 1.9 0.2 100 | 6391 2046 979 199 018 2036
™Q 3039 3745 1841 11.67 2.08 100 | 26.8¢ 40.69 21.48 12.02 1.87 20.03
IO 914 2447 269 2507 1442 100} 792 2608 3079 2532 1271 19.64
9 136 1089 2569 3718 24388 100 | 116 1142 2895 35697 2138 1934
s Q 0.17 1.2 7.48 2236 68.8 100 0.15 134 8990 2371 63.66 2063
Total 2266 1843 17.16  19.45 2229 100 100 100 100 100 100 100

Urban
Q6056 2674 1047 0 223 100 | 41.82 89 233 0o 021 378
™MQ 2504 38.6 1897 1328 4.11 100 | 35.14 26.1 8.57 4.02 0.78 7.69
3 Q 467 2056 29.66 26.08 15.04 100 | 1558 33.02 3185 1876 £.54 1827
44Q 1.1 1048 2369 3716 2757 100 613 2809 4245 44359 2063 3048
5" Q 0.18 111 633 2084 7T1.54 100 1.32 3.89 148 32.63 69.85 3978
Total 548 1137 1701 254 40.74 100 100 108 100 100 100 100
Rural

1Q 7216 1772 8.04 208 0 100 668 2532 16.34 53 0 3561
™MQ 316 372 1828 1131 1.62 100 | 2577 4681 3316 2538 954 3138
3Q 1273 2762 2468 2425 1071 100 692 23.17 29.83 3628 4204 2091
M0 215 1216 3135 37.27 1657 104 | 051 443 1673 2423 2827 909
Q 0 2.24 21.4 4078 35.59 100 0 0.27 3.73 88 2016 3.02

Total 3847 2493 17.3 1398 5.33 100 100 160 100 100 100 100

Accordingly,

The previous transition matrices that present the dynamics of households between the
two surveys namely, 1998 and 2006 indicate that household head characteristics (that
represent one of the dimensions of the socioeconomic status of household) are not
strong motive to change the status of households to higher quintiles. However, the
social characteristics sub-index has the greatest effect on changing the status of
households between the two surveys.

4.5 The transition Matrix according to the Selected SES index (1% PC of the three
sub-indices)

In this section, the transition matrix according to the selected SES index was presented
to capture the dynamics that happened to the households according to the changes of the
socioeconomic status between 1998 and 2006. Overall, Table (14) shows that the
socioeconomic status of households changed over the period 1998-2006, however, the
transition is directed to the lower socioeconomic statuses more than the higher

socloeconomic statuses.

There is a little bit marked stability regarding households at the first quintile, where
slightly less than 16 percent of households who were at the first quintile in 1998 moved
to higher socioeconomic statuses in 2006, 4 percent of those households moved to the
third and the fourth quintiles and less than one percent moved to the fifth quintile.
Marked transitions were observed regarding the households in the richest quintiles,
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where 32 percent of households who were al the fifth quintile in 1998 were dropped in
their socioeconomic status to lower quintiles in 2006 (18 percent dropped to the second
and the third quintiles). |

Additionally, almost 16 percent of households who are in the first quintile in 2006 came
from the highest three quintiles, while only 15 percent who are in the fifth quintile in
2006 came from the lowest three quintiles.

Regarding the transition of households according to the socioeconomic status in both
urban and rural areas, Table 14 shows that 19 percent of households in rural areas who
were in the richest quintile at 1998 were dropped to the poorest three quintiles at 2006.
This percentage reached 22 percent in urban areas. Additionally, more than two thirds
of households in urban areas who are in the fifth quintile in 2006 having the same
socioeconomic status in 1998, while this percentage reached 69 percent among rural

households.
Table (14): Transition Matrix according to the selecied SES index
by residence in 1998 , 2006.

2006 2006
1" M g™ g st Total | 1™ 2™ 3 g s gy

1998 | Row percentage All Egypt Column perceniage

1"Q 843 115 24 13 05 160 | 596 10.} 2.7 14 03 16.2
2Q 289 416 173 382 4.0 100 | 247 442 237 103 27 19.6
3Q 117 197 276 237 1713 100 | 105 218 396 315 122 205
4 Q 26 120 119 283 453 100 | 26 152 193 426 364 232
s* Q 29 79 102 107 683 100 2.6 88 146 142 485 205
Total 229 184 143 154 290 100 | 100 180 100 100 100 100

Urban

1"Q 882 87 09 13 10 100 | 606 90 12 16 0.5 169
2Q 354 372 152 73 49 100 | 244 387 214 90 25 16.9
3Q 127 162 253 245 213 100 [ 91 175 371 314 112 17.6
4*Q 40 133 96 228 503 100 | 40 200 194 407 367 244
5Q 206 100 04 28 679 e | 24 4% 0% 173 491 242
Total 246 163 120 137 334 100§ 100 100 100 100 100 100

1*Q 805 143 40 1.3 0.0 100 | 586 108 3.8 1.2 00 15.5
2"Q 243 448 189 8.8 33 100 | 25.1 482 253 113 30 220
3Q 110 221 293 232 145 oo | 1.2 250 414 316 135 232
Q L1 107 142 338 402 160 { 1.1 116 192 440 359 222
s"Q 42  5.1i 9.9 119 689 100 ] 33 43 104 120 476 17.2
Total 213 204 164 17.0 248 100 | 100 100 100 100 100 100
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5. Conclusion:

The previous literatures regarding the socioeconomic status indices
shows that the multidimensional approach is the preferred approach as it
measures the socioeconomic status of households from all dimensions.
The household head characteristics dimension was chosen because of the
belief in his/her characteristics that affect the SES of the household. In
other words his/her age, education level, employment status and other
aspects determine the position of the SES of the households. The other
two dimensions (social characteristics and the economic status) represent
an output of the first dimension.

The comparison between the different methods of constructing the
composite SES index shows that using PCA in extracting the first PC of
the three sub-indices is the most appropriate method. This method
represents the three dimensions of measuring the socioeconomic status of
the households and has the most classification power in differentiating
between different socioeconomic statuses for households and finally has
theoretical background in assigning the weights of the three sub-indices.

Household head characteristics are not strong motive to change the status
of households to higher quintiles. However, the social characteristics
sub-index has the greatest effect on changing the status of households
between 1998 and 2006. '

The socioeconomic status of households changed over the period 1998-
2006, however, the transition is directed to the lower socioeconomic
statuses more than the higher socioeconomic statuses.

There is a little bit marked stability regarding households at the poorest
quintile, while marked transitions were observed regarding the
households in the richest quintiles. The socioeconomic status of 4.2
percent of households who were in the poorest quintile in 1998 was
changed to the richest three quintiles, while 21 percent of households
who were at the richest quintile in 1998 their socioeconomic status
dropped to the lowest three quintiles.
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