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Abstract

A social accounting matrix, commonly known as SAM, is a consistent accounting framework that provides a comprehensive description of the economic structure of a country. It allows economic analysts to capture the complete cycle of income flows within the economy in a systematic and transparent way. The SAM begins generally with an input output table and then with the income distribution accounts. Since the SAM is mainly used as a tool of analysis, its structure should reflect the specific economic issues and the adopted policy measures in a particular country. During the last two decades a number of issue-oriented SAMS were constructed to capture, on the one hand, the macroeconomic structure and linkages prevailing in country and to identify, on the other hand, the micro relations related to the specific issue of interest or the selected economic policy.

The purposes of this paper are: a) discuss means of expanding the SAM structure to deal with specific issues of interest in a more detailed manner, b) review and explain a set of issue-oriented SAMS constructed by the author in two representative countries of the Middle East and North Africa (MENA) region and finally c) derive appropriate conclusions about this SAM expansion process.   

Two SAM applications for Egypt are discussed. The first explains an economy wide structure concentrating on the energy sector as a development issue. In this SAM, I tried to reflect the specific features of Egypt’s energy sector with respect to the cost structure, the applied pricing system, the adopted distribution policy to domestic and foreign markets and the substitutions possibilities among energy products.  The second SAM for Egypt is concerned with constructing a population, labor market and economy wide accounting framework. This SAM was mainly assembled to estimate the impact of alternative population growth scenarios on the economic performance of Egypt using a population economic interaction model. To reflect the features of Kuwait as a labor importing and oil exporting country, it was selected as the second country of application. Two SAMS are discussed; a public finance economy wide interaction matrix and a labor market SAM-based accounting structure. The first SAM divides government accounts by type of public services and tax income. It was constructed with the objectives of constructing an economy wide public finance model as part of the five-year plan activities. This SAM captures also the specific government finance system prevailing in Kuwait. The second SAM is assembled to address the critical structural imbalances facing the labor market in Kuwait. These imbalances are concerned with the duality among national and expatriate workers and the differences among private and public labor markets. 

The developed SAMS of Egypt and Kuwait have successfully established a consistent and comprehensive base for analysis. When combined with issue-oriented models, they can be efficiently used to capture linkages, identify modes of economic functioning and analyze alternative policy measures.

1. An Energy Economic SAM for Egypt

The dramatically increased public interest in energy policy issues, since the early 1970s, has resulted in the construction and application of the so called energy system models, a type of models that treats the entire energy sector as integrated system [1,6,22]. These models can be regarded as, a simplified partial equilibrium models of the energy sector, usually specified as a linear programming models. Most energy system models are quite detailed with respect to the representation of energy system technology; however, the economic determinants of the demand for useful energy, as well as mutual interdependence of the energy sector and the rest of the economy, are essentially neglected in these models. Thus despite their usefulness for energy planning purposes, they have little to say about the impact of changes in energy supply conditions or domestic energy policies on relative prices and the allocation of resources within the national economy [1].

The demand for such information has induced the development of a number of energy economy wide models based essentially on the computable general equilibrium tradition and the social accounting matrix principles [2, 3, 15, 17,21]. In Egypt, the Organization for Energy Planning (OEP) has successfully implemented a number of energy economic interaction models [3,15]. One of these models, which is based on a detailed social accounting matrix as a database, was constructed by the author. To capture and analyze prevailing interactions among the energy sector and the rest of the economy, the 1986/1987 SAM for Egypt is more disaggregated and reoriented to include the following new structural features:

· The energy sectors of the SAM are divided into four main energy groups; crude oil, natural gas, petroleum products and electricity sector. Petroleum products are further disaggregated into specific commodities such as Gasoline, Diesel and Kerosene. 

· The energy products are identified as substitutable factors of production such as capital and labor. To achieve this analytical purpose, the production activities in the SAM are grouped under three categories; a) energy producing sectors, b) energy consumption sectors and c) other sectors, generally having less energy consumption characteristics.

· The substitution possibilities among natural gas and oil products in the consumption function of urban and rural household sectors are implemented in both the SAM and the Model structures.

The energy economic SAM for Egypt, upon which the model is based, represents an economy with 12 production activities, four commodity groups( each of which is divided into 12 sectors),five domestic institutions( urban and rural households, public and private companies and the general government), detailed labor markets  broken down by activity, employer and household area in addition to the outside world [15].    

1.1. Pricing System of Energy Products

Table (1) shows the sub-matrix of the SAM corresponding to the cost structure of the energy producing sectors. It includes crude oil, natural gas, an aggregation of refined products and electricity sector. Prices in most of these energy sectors are either regulated by government (the case of petroleum products and electricity) or fixed by the international price level (the case of crude oil). As an analytical tool, the Egyptian SAM should reflect both the energy pricing system and its role in achieving the market equilibrium conditions (or market clearing mechanisms) as a first step towards developing the specification of the model. In the petroleum products sector, for example, world export price and the supply function determines the supplied quantity by producer. On the other hand, the domestic demand function coupled with the subsidized domestic price lead to a level of domestic demand and petroleum exports represent then the difference between the supply and demand quantities. Because the regulated domestic price is lower than average world price, producers of this commodity collect negative rent that reduces their operating surplus. According to the SAM of table (1), column 3 reflects the inputs of the production process evaluated at factor cost. Column 4 shows the negative rent (LE 1423 Million) collected by government (row 6). Note here that this negative rent appears in the domestic commodity accounts to differentiate between price of petroleum products at factor cost and market or subsidized price. Similarly, the columns 5,6 and 7 reflect the market clearing mechanism of the electricity sector. In column 5, inputs of the production activity are evaluated at factor cost. When the value of government subsidy is considered, we get electricity sales at market price (column 6). Finally, government collects the negative rent (or pays the subsidy amount) in column 7 and row 6.  

1.2. Energy Consumption Industries

In the social accounting matrix of Egypt three energy consumption sectors are identified which are basic metallic industries, other non oil-based chemicals and non-metallic industries. As shown in table (2), composite energy inputs are recognized as substitutable factors of production in the cost function of the sector. In column 1, we distinguish the factors of production that can be substituted from others non-substitutable inputs in the basic metal industry. The substitutable factors are modeled by profit maximization 

TABLE ( 1 ):  PRODUCTION ACTIVITIES (ENERGY SECTORS)

	SOCIAL ACCOUNTING
	P  R  O  D  U  C  T  I  O  N       A  C  T  I  V  I  T  I  E  S

	MATRIX for EGYPT
	OIL
	NATURAL
	PETROLEUM
	ELECTRICITY

	1986-1987
	 
	GAS
	PRODUCTION
	CAP. RENT
	MARG. COST
	MARK. PRICE
	CAP. RENT

	(IN LE MILLIONS)
	1
	2
	3
	4
	4
	6
	7

	LA
	O    I    L
	1
	77
	13
	 
	 
	 
	 
	 

	BO
	PETROLEUM  PRODUCTS
	2
	 
	 
	99
	 
	 
	 
	 

	R
	E L E C T R I C I TY
	3
	 
	 
	 
	 
	238
	 
	 

	CAP-
	O   I   L
	4
	2282
	387
	 
	 
	 
	 
	 

	ITAL
	N O N  O I L
	5
	 
	 
	1265
	 
	374
	 
	 

	GOVERNMENT INCOME
	6
	
	 
	
	-1423
	 
	 
	-818

	CAPITAL ELECTRICITY RENT
	7
	 
	 
	 
	 
	 
	-818
	 

	ELECTRICIYT MARGINAL COST
	8
	 
	 
	 
	 
	 
	1825
	 

	CO
	O     I      L
	9
	2
	0
	1587
	 
	0
	 
	 

	MP
	N A T U R A L     G A S
	10
	0
	0.5
	14
	 
	384
	 
	 

	OS
	PETROLEUM   PRODUCTS
	11
	1
	0.18
	40
	 
	488
	 
	 

	IT
	E L E C T R I C I T Y
	12
	0.73
	0.12
	12
	 
	29
	 
	 

	E
	BASIC METALIC INDUSTRIES
	13
	30
	5
	24
	 
	218
	 
	 

	 
	C H E M M I C A L S
	14
	2
	1
	7
	 
	16
	 
	 

	 
	NON-METALIC INDUSTRIES
	15
	0
	0
	0
	 
	0
	 
	 

	CO
	OTHER MANUFACTURING
	16
	3
	0.05
	66
	 
	3
	 
	 

	MM
	A G R I C U L T U R E 
	17
	0
	0
	0
	 
	0
	 
	 

	OD
	C O N S T R U C T I O N
	18
	20
	4
	6
	 
	1
	 
	 

	IT
	T R A N S P O R T A T I O N
	19
	2
	0.07
	7
	 
	15
	 
	 

	Y
	O T H E R    S E R V I C E S
	20
	805
	137
	95
	 
	59
	 
	 

	T A X E S    A C C O U N T
	21
	6
	1
	6
	 
	 
	1
	 


	SOCIAL
	P     R     O     D     U     C     T     I     O     N          A     C     T     I     V     I     T     I    E     S

	ACCOUNTING
	B A S I C   M E T A L I C   I N D U S T R I E S
	C   H   E   M   I   C   A   L   S
	N  O  N   M E T A L I C   I N D U S T R I E S

	MATRIX for EGYPT
	PRO-
	SUBS.
	NON
	VALUE
	COMPO-
	PRO-
	SUBS.
	NON
	VALUE
	COMPO-
	PRO-
	SUBS.
	NON
	VALUE
	COMPO-

	1986-1987
	DUC-
	INP.
	SUBS.
	ADD-
	SITE
	DUC-
	INP.
	SUBS.
	ADD-
	SITE
	DUC-
	INP.
	SUBS.
	ADD-
	SITE

	(IN LE MILLIONS)
	TION
	 
	INP.
	ED
	ENERGY
	TION
	 
	INP.
	ED
	ENERGY
	TION
	 
	INP.
	ED
	ENERGY

	 
	 
	 
	 
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15

	LA
	BASIC METALIC INDUSTRIES
	1
	 
	 
	 
	688
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	BO
	C H E M I C A L S
	2
	 
	 
	 
	 
	 
	 
	 
	 
	387
	 
	 
	 
	 
	 
	 

	R
	NON METALIC INDUSTRIES
	3
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	150
	 

	C A P I T A L   N O N   O I L
	4
	 
	 
	 
	568
	 
	 
	 
	 
	577
	 
	 
	 
	 
	353
	 

	 
	BASIC
	SUBSTITUTABLE INP.
	5
	1374
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	PR
	METALIC
	NON SUBSTITUTABLE INP.
	6
	2621
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	OD
	INDUSTRIES
	VALUE ADDED
	7
	 
	1256
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	UC
	 
	COMPOSITE ENERGY
	8
	 
	118
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TI
	CH-
	SUBSTITUTABLE INP.
	9
	 
	 
	 
	 
	 
	1104
	 
	 
	 
	 
	 
	 
	 
	 
	 

	ON
	EM-
	NON SUBSTITUTABLE INP.
	10
	 
	 
	 
	 
	 
	1643
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	IC-
	VALUE ADDED
	11
	 
	 
	 
	 
	 
	 
	964
	 
	 
	 
	 
	 
	 
	 
	 

	ACT
	ALS
	COMPOSITE ENERGY
	12
	 
	 
	 
	 
	 
	 
	140
	 
	 
	 
	 
	 
	 
	 
	 

	IVIT
	NON
	SUBSTITUTABLE INP.
	13
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	561
	 
	 
	 
	 

	IES
	METALIC
	NON SUBSTITUTABLE INP.
	14
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	582
	 
	 
	 
	 

	 
	INDUSTRIES
	VALUE ADDED
	15
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	503
	 
	 
	 

	 
	 
	COMPOSITE ENERGY
	16
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	59
	 
	 
	 

	CO
	O     I      L
	17
	 
	 
	 
	 
	0
	 
	 
	 
	 
	0
	 
	 
	 
	 
	0

	MP
	N A T U R A L     G A S
	18
	 
	 
	 
	 
	5
	 
	 
	 
	 
	27
	 
	 
	 
	 
	3

	OS
	PETROLEUM   PRODUCTS
	19
	 
	 
	 
	 
	45
	 
	 
	 
	 
	36
	 
	 
	 
	 
	23

	IT
	E L E C T R I C I T Y
	20
	 
	 
	 
	 
	68
	 
	 
	 
	 
	77
	 
	 
	 
	 
	33

	E
	BASIC METALIC INDUSTRIES
	21
	 
	 
	1718
	 
	 
	 
	 
	73
	 
	 
	 
	 
	18
	 
	 

	 
	C H E M I C A L S
	22
	 
	 
	129
	 
	 
	 
	 
	1015
	 
	 
	 
	 
	10
	 
	 

	 
	NON-METALIC INDUSTRIES
	23
	 
	 
	5
	 
	 
	 
	 
	2
	 
	 
	 
	 
	116
	 
	 

	CO
	OTHER MANUFACTURING
	24
	 
	 
	236
	 
	 
	 
	 
	224
	 
	 
	 
	 
	344
	 
	 

	MM
	A G R I C U L T U R E 
	25
	 
	 
	7
	 
	 
	 
	 
	56
	 
	 
	 
	 
	13
	 
	 

	OD
	C O N S T R U C T I O N
	26
	 
	 
	137
	 
	 
	 
	 
	14
	 
	 
	 
	 
	8
	 
	 

	IT
	T R A N S P O R T A T I O N
	27
	 
	 
	58
	 
	 
	 
	 
	35
	 
	 
	 
	 
	11
	 
	 

	Y
	O T H E R    S E R V I C E S
	28
	 
	 
	330
	 
	 
	 
	 
	225
	 
	 
	 
	 
	62
	 
	 

	T A X E S    A C C O U N T
	29
	15
	 
	 
	 
	 
	10
	 
	 
	 
	 
	4
	 
	 
	 
	 


function subject to a constant elasticity of substitution (CES) technology, whereas non-substitutable inputs are applies profit maximization rule subject Leontief or input output technology. In column 2, cost of substitutable inputs is broken down into value added (LE 1256 Million) and composite energy product (LE 118 Million). Column 4, determines labor compensations (LE 688 Million) and nominal return on capital (LE 568 Million) as part of the generated value added. In column 5, composite energy factor is divided into crude petroleum, natural gas, aggregate refined products and electricity consumption. As shown in table (2), petroleum products and electricity represent more than 95% of composite energy consumption in this sector and natural gas consumption does not exceed 5 percent. However, in other chemicals, natural gas inputs jump to around 19 percent in 1986/87. During the 1990s, the share of natural gas in composite energy consumption has considerably increased either as an input to the production activities or as part of household’s energy consumption. In fact, these are the type of structural changes that can be captured by the energy economic interaction model or its social accounting matrix. Finally, column 3 determines the breakdown and relative weights of the non-substitutable factors of production in the basic metals industry. Note that in row 29, activity taxes such as industrial and corporate fees are recorded. Similar treatment of other energy consumption sectors is shown in the columns from 6 to 15 of table (2). Table (3) provides the cost structure of the remaining production activities. Since other manufacturing sector is composed of a combination of non-homogenous industries, it treats energy inputs as part of the non-substitutable intermediate consumption goods.

1.3. Energy Consumption in Households Sector

Another energy related feature in the SAM for Egypt is concerned with the energy consumption of households. There is an ongoing process to replace refined products by natural gas for coking purposes and gasoline by natural gas as a fuel for personal cars. To capture this trend in the model and the SAM, households consumption is broken down into two main sub-groups, aggregate energy and other final consumption goods. Table (4) summarizes the treatment of households consumption in the energy economic SAM of Egypt. In column 1, total household spending in the urban area is allocated among transfers to other institutions, tax payment and disposable income. These transfers is composed of LE 838 million to private companies and LE 393 million to public companies (in the form of interest on household loans and other current payments) as well as Le 3207 million to government sector  ( consisting  mainly of payment to social security funds and other government fees).  When direct tax payment of urban households (LE 425 million) is subtracted from total expenditures (or revenues), urban households are left                  

TABLE ( 3 ):  PRODUCTION ACTIVITIES (OTHER SECTORS)

	SOCIAL
	P  R  O  D  U  C  T  I  O  N       A  C  T  I  V  I  T  I  E  S

	ACCOUNTING
	OTHER
	AGRICULTURE
	CON-
	TRAN-
	OTHER

	MATRIX for EGYPT
	MANUFA-
	PRO-
	VALUE
	STR-
	SPOR-
	SER-

	1986-1987
	CTURING
	DUCTION
	ADDED
	UCTION
	TATION
	VICES

	(IN LE MILLIONS)
	1
	4
	5
	6
	7
	8

	L
	OTHER MANUFACTURING
	1
	1552
	 
	 
	 
	 
	 

	A
	A G R I C U L T U R E 
	2
	 
	 
	3052
	 
	 
	 

	B
	C O N S T R U C T I O N
	3
	 
	 
	 
	726
	 
	 

	O
	T R A N S P O R T A T I O N
	4
	 
	 
	 
	 
	839
	 

	R
	O  T H E R   S E R V I C E S
	5
	 
	 
	 
	 
	 
	2161

	C A P I T A L   N O N   O I L
	6
	2818
	 
	9860
	1290
	1723
	7346

	AGRICULTURE VALUD ADDED
	7
	 
	12912
	 
	 
	 
	 

	CO
	O     I      L
	8
	0
	0
	 
	0
	0
	0

	MP
	N A T U R A L     G A S
	9
	2
	0
	 
	0
	0
	0

	OS
	PETROLEUM   PRODUCTS
	10
	42
	38
	 
	20
	415
	22

	IT
	E L E C T R I C I T Y
	11
	176
	10
	 
	3
	16
	111

	E
	BASIC METALIC INDUSTRIES
	12
	201
	77
	 
	849
	266
	182

	 
	C H E M I C A L S
	13
	302
	405
	 
	240
	77
	151

	 
	NON-METALIC INDUSTRIES
	14
	8
	0.11
	 
	580
	0
	0.08

	CO
	OTHER MANUFACTURING
	15
	3202
	573
	 
	255
	36
	475

	MM
	A G R I C U L T U R E 
	16
	4252
	4335
	 
	0
	2
	133

	OD
	C O N S T R U C T I O N
	17
	64
	28
	 
	7
	13
	71

	IT
	T R A N S P O R T A T I O N
	18
	163
	144
	 
	44
	344
	216

	Y
	O T H E R     S E R V I C E S
	19
	876
	710
	 
	201
	327
	1465

	T A X E S     A C C O U N T
	20
	49
	62
	 
	59
	77
	235


TABLE ( 4 ):  HOUSEHOLDS  CURRENT   ACCOUNT

	ACCOUNTING
	I     N     S     T     I     T     U     T     I     O     N     S

	ACCOUNTING
	H    O    U    S    E    H    O    L    D    S

	MATRIX for EGYPT
	U   R   B   A   N
	R   U   R   A   L

	1986-1987
	INC-
	DISPO-
	EXPEN-
	ENERGY
	INC-
	DISPO-
	EXPEN-
	ENERGY

	(IN LE MILLIONS)
	OME
	SABLE
	DITURE
	CONSUMP-
TION
	OME
	SABLE
	DITURE
	CONSUMP-
TION

	 
	 
	 
	 
	 
	1
	2
	3
	4
	5
	6
	7
	8

	I
	 
	U
	DISPOSABLE
	1
	18233
	 
	 
	 
	 
	 
	 
	 

	N
	HO
	R
	EXPENDITURE
	2
	 
	15419
	 
	 
	 
	 
	 
	 

	S
	US
	B
	ENERGY
	 
	 
	 
	779
	 
	 
	 
	 
	 

	T
	EH
	AN
	 CONSUMPTION
	3
	 
	 
	 
	 
	 
	 
	 
	 

	I
	OL
	R
	DISPOSABLE
	4
	 
	 
	 
	 
	13621
	 
	 
	 

	T
	DS
	U
	EXPENDITURE
	5
	 
	 
	 
	 
	 
	12938
	 
	 

	U
	 
	R
	ENERGY 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	T
	 
	AL
	CONSUMPTION
	6
	 
	 
	 
	 
	 
	 
	64
	 

	I
	COMP
	P  R  I  V  A  T  E
	7
	838
	 
	 
	 
	434
	 
	 
	 

	O
	ANIES
	P  U  B  L  I  C
	8
	393
	 
	 
	 
	93
	 
	 
	 

	NS
	G O V E R N M E N T
	9
	3207
	 
	
	 
	939
	 
	 
	 

	H O U S E H O L D    S A V I N G
	10
	 
	2814
	 
	 
	 
	684
	 
	 

	CO
	O     I      L
	11
	 
	 
	0
	 
	 
	 
	0
	 

	MP
	N A T U R A L      G A S
	12
	 
	 
	 
	112
	 
	 
	 
	0

	OS
	PETROLEUM   PRODUCTS
	13
	 
	 
	 
	667
	 
	 
	 
	64

	IT
	E L E C T R  I C I T Y
	14
	 
	 
	299
	 
	 
	 
	93
	 

	E
	BASIC METALIC INDUSTRIES
	15
	 
	 
	795
	 
	 
	 
	652
	 

	 
	C H E M I C A L S
	16
	 
	 
	638
	 
	 
	 
	524
	 

	 
	NON-METALIC INDUSTRIES
	17
	 
	 
	172
	 
	 
	 
	14
	 

	CO
	OTHER MANUFACTURING
	18
	 
	 
	4092
	 
	 
	 
	3357
	 

	MM
	A G R I C U L T U R E 
	19
	 
	 
	4925
	 
	 
	 
	5141
	 

	OD
	C O N S TR U C T I O N
	20
	 
	 
	28
	 
	 
	 
	15
	 

	IT
	T R A N S P O RT A T I O N
	21
	 
	 
	825
	 
	 
	 
	609
	 

	Y
	O T H E R    S E R V I C E S
	22
	 
	 
	2870
	 
	 
	 
	2342
	 

	T A X E S    A C C O U N T
	23
	425
	 
	 
	 
	150
	 
	 
	 

	REST  OF    THE   WORLD
	24
	64
	 
	 
	 
	 
	 
	 
	 


with their disposable income estimated as LE 18,233 million. In column 2, disposable income is distributed between savings of households and their final consumption expenditures (LE 2814 million and LE 15419 million respectively).   As previously indicated, column 3 distinguishes composite energy consumption (shown in the intersect of row 3 and column 3) from other private final consumption goods.  Finally, the fourth column provides the breakdown of composite energy consumption (LE 779 million) into substitutable energy products (natural gas, aggregate refined products). It is worth noting that while column 3 applies the input output fixed coefficient specification to allocate non-energy sector in the model, column 4 uses a constant elasticity of substitution function (CES) to reflect substitution possibilities between energy products. As expected, rural area households determine their expenditure pattern in a similar way as shown in the columns from 5 to 8.         

2. A Public Finance Economic SAM for Kuwait
Since the successive deteriorations in crude oil prices during the period 1986-1998, the Kuwaiti government is accumulating budget deficits and using part of its foreign assets to finance them. Despite the significant amelioration in the international oil markets, observed since the 1999, the medium term projections do not however confirm this trend in the medium term. Because income from oil exports represents more than 70 percent of total government revenues on the average, any fluctuation in oil prices affects directly the budget’s balance account. Furthermore, the difficulty to apply control measures on the growth of public expenses, in general, and expenditure on wage bill, in particular, has also significantly contributed to increasing the size of the government deficit and its financing needs as well. Given the commitment of the Kuwaiti government to create jobs for the growing national labor force and the very small participation rate of Kuwaitis in the private sector activities, public sector compensation of employees has substantially increased to about 35 percent of total public income during the 1990s. 

Although Kuwait’s five year plans -since the beginning of the 1980s - have included various policy measures for diversifying the sources of government income, the implementation of these measures has completely failed due to the absence of a real tax system, the inefficient pricing system of public goods as well as the adoption of a comprehensive subsidy program that covers not only low income households but also public and private corporations. Based on the recent data of 1999, current transfers and miscellaneous expenditures accounted for 52 percent of total public spending and 67 percent of total government income. These transfers are mainly composed of commodity subsidies, welfare transfers to households and transfers to public enterprises. Total tax income is however below 5 percent of total budget income and no more than 2.8 percent of non-oil GDP. Given that government sector is traditionally a dominant economic actor in Kuwait, any suggested policy package for reducing public sector resource gap should be addressed not only within the public finance context but also as part of the macroeconomic management policy.

The two recent Gulf wars have also contributed to worsening the growth prospects of the economy and aggravating Kuwait’s structural imbalances. In particular, the second Gulf war of 1990 has resulted in sizable losses to the Kuwaiti economy and generated unprecedented decline in government  sector savings. More than 50 percent of public foreign assets were used to finance the war expenses, a significant part of the productive capacity of the economy was completely destroyed and the oil wells ceased its production for more than one year. The above consequences have considerably augmented government expenses and contributed as well to increasing the size of the public deficit. Finally, Kuwait was also affected by a number of unfavorable international and local financial events. On the worldwide level, the recent 1997 Asian Crises coupled with the 1998 drop in oil price have generated negative consequences on most socioeconomic indicators of the country, and particularly on the performance of the government budget. On the domestic level the “Al-Manakh” debt crisis has deteriorated the performance of the Kuwaiti stock market in 1983 and thereafter. To avoid further aggravation of this crisis, the Kuwaiti government adopted a “ Difficult Debt Program” to cover the losses of the private investors. This program has generated additional government spending that increased public finance imbalances. 

Given the above deterioration in both public finance and macroeconomic performance, the Kuwaiti government decided, in the mid 1990’s, to adopt a new development strategy directed to eliminate government budget deficit and restore the volume of public sector assets held abroad as a necessary initial step to reduce other structural imbalances prevailing in the economy. To achieve these objectives the Kuwaiti government formulated two successive five year plans (1995-2000 and 2000-2005) and endorsed, in 1999, a comprehensive fiscal reform program directed to increase non-oil public revenues and cut down public spending [10].

To identify and analyze the above deterioration in the performance of the government finance sector and to evaluate the impact of the proposed economic and fiscal reform program of 1999, a public finance economy wide database was constructed and used to develop a dynamic CGE model. The database consisted of a social accounting matrix with detailed public finance module and a set of budgetary accounts reflecting the specific government finance system in Kuwait. In the SAM, public sector data are recorded either under the general government services or the public sector production activities. Specific Kuwaiti public finance data do not necessarily follow the same concept [10, 12,19].

2.1 Specific Kuwaiti public finance accounts

Kuwait’s   public finance accounting system consists of three types of budgets and/or closing accounts as follows: 

· The general government budget, commonly known as “ budget of ministries and government departments”,

· The budgets of public authorities, commonly known as “ the attached budgets” and, 

· The budgets of public enterprises, commonly known as  “ independent budgets”.

Although not officially published, both the ministry of finance (MOF) and the supreme planning council (SPC) confront the accounts of the three budgets together and add unrecorded income and expenditure items in order to construct the government’s consolidated budget. As illustrated in figure (1), domestic and foreign investment earnings accruing to government are added to other budget’s income elements and unrecorded expenditure items are also included in order to prepare the consolidated budget or closing accounts. While the balance account of the general government budget reflects the deficit or surplus of the central government (in the absence of investment income from abroad), the deficit/surplus of the consolidated government budget can be used as an estimate of the public sector resource gap. 

Public authorities are not generally considered as income generation units. Most of their expenditures are financed from chapter five of the general government budget concerned with miscellaneous expenditures and currents transfers. On the average these transfers account for 20 percent of total government spending. After the second Gulf war of 1990 and as a result of the successive declines in oil prices up to 1998, public authorities were asked to finance part of their spending. On the other hand, public enterprises, such as Kuwait petroleum corporation (KPC) and Kuwait airlines (KA), are assumed to generate their own income, cover their current and development expenditures and transfer part of their net profits to the general government accounts. Based on their independent budget accounts, KPC and KA transfers about 80 percent of their profits to government, the central bank (CBK) transfers 100 percent of its net earnings whereas Kuwait fund for economic   and   social development retains   its realized profits.   The   following   table illustrates the relative shares of the above three budgets in generating total public sector income during the fiscal year 1997/98. 

	Type of   Budget
	Total revenues 

 (KD millions)
	Percent

 (%)

	General Government Budget 
	3608
	54.6

	Independent Budgets
	2978
	45.1

	Attached Budgets 
	19
	0.3

	 Total Public Sector 
	6605
	100


Figure (1) Main components of Kuwait’s Public Finance Sector








It should be noted however that the above figures do not include returns on public sector investments from the domestic and foreign markets, which are recorded only in the consolidated public sector budget.

2.1 General government Accounts:  

Income and expenditure items of the general government budget are recorded according to three classification schemes; economic classification, functional classification and classification by ministry and government agency. Revenues of general government are broken down into 8 distinct chapters. The first chapter records oil income. It represents sales revenues of crude oil in the domestic and foreign markets. Domestic sales consist of inputs to the refinery and petroleum products industries whereas foreign sales represent exports to the outside world. Taxes on net income, ownership and profits (chapters 2 and 3 of the budget) are not applicable to national companies. These companies allocate, however, 2 percent of their net profits to Kuwait Fund for Advancement of Sciences (KFAS). Tax income is alleviated only on non-oil foreign companies. The only significant tax income category is import taxes. This tax category accounted for 55 percent of total tax revenues in 1998/1999.  In general, total tax income does not exceed 4 percent of total government revenues whereas oil   income accounts for 88 percent of these revenues. This stresses the fact that general government income accounts in Kuwait are dominated by crude oil earning.   

The sales of public goods and services, typically known as services revenues, represent another important government income category in general government budget (chapter 6). In addition to the production of oil, electricity and water, the Kuwaiti government is providing several services such as; security and justice, educational and health, housing and community and transport and communication at low prices. Because the prices of these public commodities are subsidized by government, their share in total government income does not exceed 6 to 7 percent on the average. In fact, an important part of the fiscal reform measures adopted in 1999 are particularly directed to 

diversify sources of government income via the increase of tax rates and the prices of public goods. On the other hand, general government spending accounts are broken down into five chapters. The most significant of them are chapters one and five. In 1998/99, their shares in total government spending reached 31 and 52 percent, respectively. The continuing government commitment to create jobs for new graduating nationals has significantly contributed to increasing the government expenditure on wage bill. Chapter five is divided into three spending groups; miscellaneous expenditures, domestic transfer payments and foreign transfers. The first group is dominated by the expenses of the ministry of defense and military reinforcements ( KD 737 millions in 1998/99). The domestic transfer payment group represents also an important component of government spending in Kuwait. This group includes welfare transfers to Kuwaitis (in the form of subsidies and social aid), transfers to public authorities (to finance expenditures of their attached budgets), commodity subsidies (applied mainly to petroleum products), subsidy transfers to nonprofit institutions and finally compensation of the private activities. It worth noting to indicate that the financing of public authorities represents more than 70 percent of total transfer payments, which reflects the dependence of these public entities on general government.

2.2. Independent and Attached budgets

In general, accounts of public enterprises, which produce manufacturing goods and productive services, are recorded in the independent budgets. They generate income to cover their cost and realize profits that are partially or fully transferred to the general government accounts. This category includes for example, the central bank of Kuwait (CBK), Kuwait Petroleum Corporation (KPC) and Kuwait airlines (KA). On the contrary, public authorities, such as the national assembly, the housing authority and Kuwait university, prepare attached budget and use government transfer payments to finance part of their spending accounts. In principle, the Government attached units are involved in social and community services. However there are some exceptions to the above classification rules. For instance, Kuwait institute for scientific research, which is a research institution, has an independent budget whereas Kuwait investment authority (KIA), which is a financial institution, belongs to the group of attached budgets. 

The structure of the independent and attached budgets, follow closely the accounting categories of the general government budget. A number of the general budget accounts are however irrelevant or not applicable to the independent or attached budgets. These accounts include for example, crude oil income, all types of tax revenues and most of the miscellaneous expenditures and transfers (such as military expenses, transfers to public authorities and subsidy payments).    

2.3 Consolidated Government Accounts

To have a more reliable and consistent estimate of total government balancing account or alternatively the public sector resources gap, we need to consider income and expenditure items that are not recorded in the general government and other attached and independent budgets. This consolidating process is shown in figures (2) and (3). In these figures, the second column records the accounts corresponding to the general government budget whereas the third column identifies the additional income and spending accounts needed to estimate the public sector resource gap. The second column of figure (2) shows the elements of the general budget income accounts, which include both current and development expenditures. In Column 3, foreign investment income or return on future generation fund (KD 1071 million) and transferred profits of public enterprises (KD 733 million) are added to the total revenues of the general government budget (KD 3074 million) to compute the consolidated income of the public sector (KD 4878 million) in 1998/99. Similarly, figure (3) begins with total general budget spending (KD 4228.5 million) and then adds public sector debt service (KD 242 million) and other financing of public authorities (KD 335 million) in order to determine the consolidated public sector revenues (KD 4805.5 million).

Based on the above rationale, two types of public deficit (or surplus) can be computed from Kuwait’s government income and expenditure accounts, as illustrated in figures (2) and (3). The first one represents a specific aspect of the Kuwaiti general budget accounts. According to the law No. 106 of 1976, 10 percent of total government revenues should be allocated to the future generation fund (FGF) and considered in estimating the general government deficit (or surplus). Accordingly, in figure (3) share of the FGF ( KD 308 million) is added to total budget spending (KD 4228.5 million) to compute the general government deficit which reached KD 1462.3 million in 1998/99. The second balancing account records the difference between income and expenditure items of the consolidated budget (including both domestic and foreign investment earnings). Since this surplus (KD 72.5 million) considers all public income and expenditure categories, it can be used as an estimate of Kuwait’s overall public sector resource gap. 
2.4 The Public Finance SAM for Kuwait

The public finance economy wide SAM of Kuwait, constructed by the author for the year 1995, has concentrated on a set of government finance issues along with their relations to the rest of the economy. These issues are concerned with the following public finance accounts [12]:

· Government sales of goods and services ( public fees) and public sector profit transferred to the government accounts.

· Breakdown and structural features of government consumption expenditures and tax revenues.

· Public sector flow of fund, investment expenditures and privatization proceeds.

Table (5) explains the treatment of government income collected from the sales of public goods and services and the profit transferred from public enterprises in the SAM. In column 1, total households income (expenditures) is broken down into transfers to domestic and foreign institutions (KD 658 million) and the disposable income account (KD 4209 million).  In column 2, household disposable income is divided into three spending categories; purchase of final goods and services (KD 3273 million), gross savings of households (KD 781 million) and finally, government fees paid by households (KD 155 million). Notice here that fees payments are separated from other households transfers in order to permit changing  its  pricing system  and  assess  its  economy  wide  impact  in  a
	Budget Items 
	General  

Government Budget

 (1998/99)
	Consolidated    

Government Accounts

(1998/99) 

	Income accounts:

1) Oil Revenues

2) Tax Income

3) Sales of Public Goods & Services

4) Capital Income

5) Total Non Oil


6) General Government. Income


7) Foreign investment Income

8) Domestic investment Income


9)Consolidated    Government

 Income
	2681.6

155.7

235.7

1.0

392.4

3074

-

-
	3074
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733
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Figure (2) General and Consolidated Government 

Income Accounts

	Budget Items 
	General  

Government Budget

 (1998/99)
	Consolidated    

Government Accounts

(1998/99) 

	Expenditure accounts:

1)Current Expenditure
    -   Wages & Salaries

· Purchases of Goods & Services  

· Misc. Expenditure & Transfers

2) Invest. Expenditure

3)General Government. Spending


4)Share of Future Generation fund

5)General Government Balance account


6)Public Sector Debt Service

7)Other Public Sector Financing


8)Total Pub. Spending


9)Public sector  Resource Gap
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Figure (3) General and Consolidated Budget 

Balancing Accounts

more transparent manner. Public fees collected from both public and private companies are structured in a similar way in the columns 3,4,5 and 6. The public companies accounts include however a separate cost item concerned with the part of their profits transferred to government budget (the intersection of column 6 and row 12 in table (5)). These profits, which amount to KD 738 million, are mainly transferred from Kuwait Petroleum Corporation, public transport companies and other public enterprises as shown in column 8 of table (5). In column 7, total collected fees comes mainly from the sales of economic goods (KD 251 million), social services (KD 49 million) and public administration and security services (KD 31 million). This treatment of government fees permits economic analyst to assess its impact by domestic institution and type of government function.         

Table(6) explains the recording of government current spending in the Kuwaiti SAM. In column 1, total government current expenditures are divided into three cost categories; a) current transfers to domestic institutions, b) government final consumption expenditures and c) public savings. In row 5, government transfers to households, which represent pension payments and other social welfare aid, amount to KD 656 million. Transfers to public and private companies, rows 6 and 7, account to KD 286 million. These payments reflect interest on government loans, loss coverage of public authorities and other forms of subsidies. Government transfers to the outside world do not exceed KD 27 million in the form of Kuwait’s participation in the regional and international organizations, cost of health treatment abroad and educational grants. In column 1 and rows from 9 to 13, public final consumption expenditures are broken down by government function ( education, health, other social, public administration and defense and economic services). S shown in table (6), spending on public administration, internal security and defense account for more 70 percent of total final consumption expenditures. 

TABLE ( 5 ):  GOVERNMENT FEES & PUBLIC PROFIT TRANSFERS IN THE SAM

	SOCIAL
	DOMESTIC INSTITUTIONS CURRENT ACCOUNTS
	TOTAL
	PROF.

	ACCOUNTING MATRIX
	HOUSEHOLDS
	PRIVATE COMPANIES
	PUBLIC COMPAIES
	GOV.
	 TRANS.

	KUWAIT 1995
	TRANS.
	DISPOS.
	TRANS.
	DISPOS.
	TRANS.
	DISPOS.
	FEES
	to GOV.

	(KD MILLIONS)
	1
	2
	3
	4
	5
	6
	7
	8

	HOUSE-
	T R A N S F E R S
	1
	 
	 
	731
	 
	 
	 
	 
	 

	HOLDS
	D I S P O S A B L E
	2
	4209
	 
	 
	 
	 
	 
	 
	 

	PRIVATE
	T R A N S F E R S
	3
	83
	 
	 
	 
	204
	 
	 
	 

	COMP.
	D I S P O S A B L E
	4
	 
	 
	629
	 
	 
	 
	 
	 

	PUBLIC
	T R A N S F E R S
	5
	 
	 
	214
	 
	 
	 
	 
	 

	COMP.
	D I S P O S A B L E
	6
	 
	 
	 
	 
	961
	 
	 
	 

	GOVER-
	R E V E N U E S
	7
	165
	 
	281
	 
	 
	 
	 
	 

	NMENT
	T A X E S
	8
	0
	 
	18
	 
	 
	 
	 
	 

	SAV-
	P R I V A T E
	9
	 
	781
	 
	453
	 
	 
	 
	 

	INGS
	P U B L I C
	10
	 
	 
	 
	 
	 
	223
	 
	 

	T O T A L  G O V.   F E E S
	11
	 
	155
	 
	176
	 
	0
	 
	 

	 PROFITS TRANSFERS OF PUB. SECTOR
	12
	 
	 
	 
	 
	 
	738
	 
	 

	C O M M O D I T I E S
	13
	 
	3273
	 
	 
	 
	 
	 
	 

	R E S T O F T H E W O R L D
	14
	410
	 
	 
	 
	 
	 
	 
	 

	FEES
	IC-
	E C O N O M I C
	15
	 
	 
	 
	 
	 
	 
	251
	 

	ACC-
	 
	S O C I A L
	16
	 
	 
	 
	 
	 
	 
	49
	 

	OUNTS
	ALS
	 OTHER  SERVICES
	17
	 
	 
	 
	 
	 
	 
	31
	 

	PROFIT
	IC-
	PETROLEUM SECTOR
	18
	 
	 
	 
	 
	 
	 
	 
	673

	TRANS-
	 
	TRANSPORTATION
	19
	 
	 
	 
	 
	 
	 
	 
	36

	FERS
	ALS
	O T H E R S
	20
	 
	 
	 
	 
	 
	 
	 
	29


TABLE ( 6 ):  GOVERNMENT SPENDING AND TAX INCOME

	SOCIAL
	GOVER-
	F I N A L    C O N S U M P T I O N 
	TAX INCOME
	COMM-

	ACCOUNTING
	NMENT
	EDUCA.
	HEALTH
	OTHER 
	PUB.
	ECON.
	SALES
	OTHER 
	ODITY

	MATRIX 1995
	EXPEND.
	SERV.
	SERV.
	SOCIAL
	 ADMIN.
	SERV.
	TAX
	IND. TAX
	SUBSIDY

	(KD MILLIONS)
	1
	2
	3
	4
	5
	6
	7
	8
	9

	GOV-
	LABOR COMPENSATION
	1
	 
	360
	163
	165
	715
	56
	 
	 
	 

	ERN-
	PURCHASE OF GOODS
	2
	 
	57
	69
	69
	926
	32
	 
	 
	 

	ME-
	S A V I N G S
	3
	1604
	 
	 
	 
	 
	 
	 
	 
	 

	NT
	RE VE N U E S
	4
	 
	 
	 
	 
	 
	 
	0
	120
	-22

	NON-
	H O U SE H O L D S
	5
	656
	 
	 
	 
	 
	 
	 
	 
	 

	GOV-
	P R I V A T E  C O M P.
	6
	239
	 
	 
	 
	 
	 
	 
	 
	 

	ERN-
	P U B L I C  C O M P.
	7
	47
	 
	 
	 
	 
	 
	 
	 
	 

	MENT
	REST OF WORLD
	8
	27
	 
	 
	 
	 
	 
	 
	 
	 

	FINAL
	CH-
	E D U C A T I O N
	9
	417
	 
	 
	 
	 
	 
	 
	 
	 

	CON-
	EM-
	H E A L T H
	10
	232
	 
	 
	 
	 
	 
	 
	 
	 

	SUM-
	IC-
	S O C I A L
	11
	235
	 
	 
	 
	 
	 
	 
	 
	 

	PT-
	 
	P U B L I C
	12
	1641
	 
	 
	 
	 
	 
	 
	 
	 

	ION
	ALS
	E C O N O M I C
	13
	88
	 
	 
	 
	 
	 
	 
	 
	 


In the columns from 2 to 6, government consumption by government functional category is distributed on government wage bill and purchase of goods and services. To capture the new policies of the fiscal reform program, indirect tax account in the Kuwaiti SAM is broken down into sales taxes, import duties and indirect tax on domestic production. Tax and subsidy accounts are shown in columns 7,8 and 9 in table (6). 

To analyze the privatization policy in the planning model for Kuwait one needs to construct a flow of funds table within the SAM framework. Privatization proceeds are seen as capital transfers from private sector to public sector and they are then recorded in the flow of funds or capital transfers sub-matrix of the SAM, as shown in table (7). Table (7) provides an aggregative view of the flow of funds in the Kuwaiti SAM by distinguishing the transfers of both public and private sectors and constructing a separate account for the financial intermediaries. Investment spending is also broken down by sector and by the type investment good (investments by sectors of origin and destination).  Finally, the account of privatization is divided by sector to reflect the contribution of each economic activity in the privatization program. In row 1, public savings account receives the privatization income adjusted by its balance with the banking system. Payments of public investments and the increase in stock appear in column 1. Private savings account in column 2, pays private investments (KD 169 million), increases its financial assets by KD 979 million, augments its stock of goods by KD 85 million and spend KD 200 million as purchases of public assets (privatization proceeds). In columns 4 and 5, both private and public investment spending is distributed by sector of destination. One can directly notice that public investments are around 85 percent of total gross fixed capital formation. Given the significant share of oil sector (which is owned by government) in the total GDP and the important role of government services in the Kuwaiti economy, this very high public investment share can be explained.   

3. A Labor Market Economy wide SAM for Kuwait
A major development issue facing Kuwait, as well as most of the GCC countries, is the labor market structural imbalances reflected in the dualities among private and public sector labor markets and national and expatriate workers. Any economic model constructed for Kuwait should accordingly include a detailed module addressing these labor market structural issues. In this section, a detailed labor market economy wide SAM for Kuwait is articulated and analyzed.

3.1.   Principal Structural Features

With considerable oil revenues and growing returns on public assets held abroad, Kuwait has used  its government expenditure policies to finance 

TABLE ( 7 ):  FLOW OF FUNDS, PRIVATIZATION AND INVESTMENT SUB-MATRIX

	SOCIAL
	CAPITAL ACCOUNTS
	INVESTMENT
	P R I V A T I Z A T I O N   P R O C E E D S

	ACCOUNTING MATRIX
	PUB.
	PRIV.
	FINAN.
	PRI-
	PUB-
	INDUS-
	ELC.
	TRANS-
	FINAN-
	OTHER

	KUWAIT 1995
	SAV.
	SAV.
	SECT.
	VATE
	LIC
	TRY
	 
	PORT
	CIAL
	SECT.

	(KD MILLIONS)
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	CAPI-
	PUB- SAVING
	PUB. SAVINGS
	1
	 
	0
	-884
	 
	 
	50
	20
	30
	40
	60

	TAL
	 
	PRV. SAVINGS
	2
	0
	 
	 
	 
	 
	 
	 
	 
	 
	 

	ACC-
	 
	FINANCIAL SECTORS
	3
	 
	979
	 
	 
	 
	 
	 
	 
	 
	 

	OUNT
	REST OF THE WORLD
	REST OF THE WORLD
	4
	0
	0
	 
	 
	 
	 
	 
	 
	 
	 

	P R I V A T E  I N V E S T M E N T
	5
	 
	169
	 
	 
	 
	 
	 
	 
	 
	 

	P U B L I C  I N V E S T M E N T
	6
	931
	 
	 
	 
	 
	 
	 
	 
	 
	 

	C H A N G E  I N  S T O C K 
	7
	12
	85
	 
	 
	 
	 
	 
	 
	 
	 

	PRIVATIZ-
	I N D U S T R Y
	8
	 
	50
	 
	 
	 
	 
	 
	 
	 
	 

	ATION
	E L E C T R I C I T Y
	9
	 
	20
	 
	 
	 
	 
	 
	 
	 
	 

	PRO-
	T R A N S P O R T
	10
	 
	30
	 
	 
	 
	 
	 
	 
	 
	 

	   
	           CEE-
	F I N A N C I A L
	11
	 
	40
	 
	 
	 
	 
	 
	 
	 
	 

	DS
	O T H E R  S E C T O R S
	12
	 
	60
	 
	 
	 
	 
	 
	 
	 
	 

	DESTI-
	O    I    L
	13
	 
	 
	 
	0
	152
	 
	 
	 
	 
	 

	NATION
	I N D U S T R Y
	14
	 
	 
	 
	36
	185
	 
	 
	 
	 
	 

	SECTORS
	S E R V I C E S
	15
	 
	 
	 
	93
	595
	 
	 
	 
	 
	 


employment opportunities for new national job seekers [11,18]. Based on official statistics, which is widely quoted, the bulk of national labor force is employed in the public sector with expatriate workers from Arab and Asian countries that took up the remaining unfilled jobs. The picture is however reversed with respect to the private sector where most of the  offered jobs are occupied by foreigners. The large presence of expatriates in the private sector has depressed its average wage rate and made the sector less attractive to the Kuwaiti national labor force. This situation has also directed the owners of the private business, for profitability reasons, to expand the process of hiring more expatriates[11]. 

The continuation of such policies has contributed, however, to a number of structural imbalances. On the one hand, unbalanced population structure and labor force profile emerged as a general feature since the second half of the 1970s. Based on officially published data, the percent of nationals to total number of workers in Kuwait decreased significantly during the period from 1975 to 1995. On the other hand, dualities among national and expatriate workers and between private and public labor markets represented a specific characteristic of Kuwait. Consider, for instance, the labor indicators of Kuwait. In 1995, the number of nationals working in the private sector represents 5.9%. Most importantly, the share of national labor in total private sector employees does not exceed 2% on the average. On the contrary, the public sector has generally employed more than 90 percent of nationals during the last two decades. This situation has also contributed to creating an inflated government institutional structure, a considerable decline in public sector labor efficiency and a significant growth in public sector spending.

Furthermore, with a natural growth rate of national populations that generally exceeds 3% per year along with an anticipated increase in women’s participation rates, a higher growth in the number of national job seekers is expected. During the period 1985-1995, the supply of national manpower in Kuwait grew by 6.2 percent. Given the current world wide economic trends to encourage the private initiatives and privatize public sector activities, the government sectors in Kuwait will no longer be able to create the same number of jobs for the newly graduating national population. If the resulting excess in the supply of national labor is not absorbed in the private establishments, it will necessarily join the unemployed labor category. Although the unemployment among national workers in Kuwait is considered to be a new phenomenon, its momentum has been building up for more than a decade due to accumulated distortions and a mismatch between the supply and demand for labor [11].   

The above imbalances are aggravated by both regional and international factors. First, the slowdowns resulting from the instability of the oil prices, particularly in 1986 and 1998, have created, on the one hand, cyclical unemployment among nationals and contributed, on the other hand, to worsen the investment environment and decrease the demand for labor in Kuwait. Second, the two gulf wars, along with their political and economic consequences, have negatively affected both the development efforts and the job formation process. In fact, the second Gulf war of 1990 has generated sizable losses to the Kuwaiti economy and its labor markets. Empirical evidence indicated that the post-war structure of non-Kuwaiti labor has witnessed a shift towards more unskilled workers due to the departure of many skilled workers because of the Iraqi aggression [10]. Finally, Kuwait was also affected by a number of unfavorable international and regional financial events. On the world wide level, the most significant one of them is the recent Asian crises of 1997 which has generated negative consequences on most socioeconomic indicators of Kuwait. An example of the regional events is “Al-Manakh” debt crisis which resulted in a negative impact on the performance of the Kuwaiti stock market in 1983 and thereafter.

3.2.   Labor Market Imbalances

To investigate the persisting duality, market segmentations and other imbalances in the economy in a more specific manner,  labor markets in Kuwait need to be analyzed by type of activity, economic sector, nationality, gender, educational status and occupational group. In this section, I will begin with a brief analysis of the main structural imbalances and types of policy responses, the next section introduces the structure of labor market module in the Kuwaiti SAM.    

3.2.1.  Private - Public Labor Duality

In 1985, the private sector workers in Kuwait represent 70 percent of the total number of employees. This indicator stresses the importance of this sector in the formulation of any future labor market plans for Kuwait. Given that the share of nationals in the private sector does not exceed 4 percent, the private activities can be considered then as one of the major element directed to overcome the expected future unemployment problem among nationals. The main sectors contributing to this low participation of nationals are non-oil manufacturing, construction as well as private community and personal services. For example, the share of Kuwaitis in these sectors is 2.5, 1.9 and 1.2, respectively. Given that the skills required for these sectors are limited in the supply vector of national workers, a specific training and re-orientation program would be an urgent pre-requisite. On the contrary, the share of national labor force in government services exceeds 63 percent in the case of the Kuwaiti economy. These public sector employment status empirical evidence about the limited degrees of freedom available to policy makers in the Kuwaiti government to use the substitution policy in overcoming the expected increase in the unemployment rates among nationals.

3.2.2    National and Expatriate Labor Markets

In general, the data of Kuwait show a considerable bias of nationals towards clerical work (particularly in public sector), military occupations, teachers, non-science professions as well as senior management. As a percent of total Kuwaiti labor force, clericals and policemen represent 41 percent, manager and supervisor professions account for 17 percent, teachers represent 13 percent whereas the share of the remaining professions does not reach 7 percent. On the other hand, the shares of skilled and semi-skilled nationals labor in their total supply are below 5 percent in Kuwait. Furthermore, technicians in medicine and engineering, does not exceed 4 percent in Kuwait. These results stress the need to readjust the education and training systems in Kuwait to produce a more balanced occupational structure. In Kuwait, however, nationals have reasonable participation rates in four occupational groups which are; teachers, social scientists, managers and supervisors and clerical workers. Their participation in these occupational groups exceeds generally 50 percent of the total number of workers. 

3.3 Policy Responses

Given the above structural imbalances, it is strongly believed, in Kuwait and other GCC countries, that enhancing the productivity of national labor force and increasing their participation in the economic activity, in general, and in the private sector, in particular, will necessarily form a major strategic issue facing the policy makers in the near coming future. Because of the differences in economic rules that govern the functioning of both the private and public sectors, the depressed wage rates of expatriates in the private sector and the preference of national labor force to work in the public institutions, it is necessary to adopt a comprehensive and consistent policy package directed to achieve the following general objectives; i) apply macroeconomic policies compatible with the employment objectives, ii) take the necessary measures to encourage private  establishments to engage more national workers , iii) adopt a comprehensive national training and re-orientation program particularly designed to direct  new entrants in  the labor market towards private sector working conditions and finally iv) create appropriate funds to finance the job creation process for new graduating nationals. 

3.4 Labor Market in The Kuwaiti SAM

The analysis of the above complex structural imbalances in the Kuwaiti labor market and the necessity to investigate alternative policy measures stressed the need to assemble a SAM with detailed labor market component. The constructed SAM has successfully established the necessary database for developing a disaggregated labor market economy wide model for Kuwait.  Labor market module, of the Kuwaiti SAM, is broken down by nationality, gender, employer, production activity, education status and occupational group [11,12]. Tables (8) and (9) articulate the structure of the Kuwaiti SAM and the corresponding data of 1985. Since the labor data in the SAM estimate the compensation of employees in KD million, a matrix with the same aggregation level, is assembled to provide the data of the Kuwaiti labor markets in Thousand persons (tables (10) and (11)). 

In table(8), compensation of employees is broken down by employer (government versus non government) and occupation (7 occupational groups). In columns 1 and 2, government and non-government compensations are distributed on various occupational groups (professional & technical, managerial worker, clericals, sales labor, service and agriculture workers and production labor). In table (9), government and non-government compensation are further divided by nationality (Kuwaiti and expatriate worker), gender and educational status ( illiterate, read and write, primary education, intermediate school, secondary and below university and university graduates and plus). For example, the first 7 columns and 6 rows of table (9) represent the demand for Kuwaiti male workers in government sector broken down by occupational group (7 categories) and educational status ( 6 groups). Other sub-matrices of table (9) can be interpreted in a similar way. On the other hand, tables (10) and (11) reflect the same structure of labor markets, but in thousand of persons rather than in KD million. The above labor market  matrices of the SAM can be used, in association with a CGE model, to address a set of critical development issues such as: 

· The impact of alternative participation rate of Kuwaiti female on the structure of government and private sector labor markets and the expected unemployment levels of national workers.

· The impact of alternative investment allocation policies and total factor efficiency on the future structure of labor market by nationality, employer, occupation and educational status.

· The economy wide effects of changing the structure of supply of national labor by profession and/or educational status.

· The impact of different Kuwaiti population growth policies on the population balance, labor market structure and other socioeconomic indicators.

· The effect of changing government employment policy, concerning absorption level of national labor force, substitution of non-Kuwaiti workers and adopted wage rate policy on the overall performance of the economy and its labor markets.

· The expected impact of increasing the participation rates of Kuwaitis in the private activities. 

TABLE ( 8 ): Labor Compensation  Matrix in the SAM

	S O C I A L
	INSTIT-
	PROD-

	A C C O U N T I N G M A T R I X
	UTIONS
	UCTION

	K U W A I T
	GOVER-
	ACTI-

	1985
	NMENT
	VITIES

	(KD MILLIONS)
	1
	2

	 
	 
	P R O F E S S I O N A L & T E C H N I CA L
	1
	173
	 

	L
	GO
	M A N A GE R I A L W O R K E R S  
	2
	7
	 

	 
	VE
	C L E R I C A L  W O R K E R S
	3
	195
	 

	A
	RN
	S A L E S  W O R K E R S
	4
	0.9
	 

	 
	ME
	S  E R V I C E  W O R K E R S
	5
	426
	 

	B
	NT
	A G R I C U L T U R E & O T H E R S
	6
	6
	 

	 
	 
	P R O D U C T I O N  W O R K E R S
	7
	132
	 

	O
	NON
	P R O F E S S I O N A L & T E C H N I CA L
	8
	 
	217

	 
	 
	M A N A G E R I A L  W O R K E R S
	9
	 
	73

	R
	GO
	C L E R I C A L   W O R K E R S
	10
	 
	130

	 
	VE
	S A L E S   W O R K E R S
	11
	 
	111

	1
	RN
	S E R V I C E  W OR K E R S
	12
	 
	78

	 
	ME
	A G R I C U L T U R E & O T H E R S
	13
	 
	7

	 
	NT
	P R O D U C T I O N  W O R K E R S
	14
	 
	357


	SOCIAL
	L                     A                     B                     O                     R                     1

	ACCOUNTING M A T R I X
	G    O    V    E    R    N    M    E    N    T   
	N   O   N      G   O   V   E   R   N   M   E   N   T

	K U W A I T 
	PROF.
	MANAG.
	CLER.
	SALES
	SERV.
	AGR. &
	PROD.
	PROF.
	MANAG.
	CLER.
	SALES
	SERV.
	AGR. &
	PROD.

	1985
	&TECH.
	LABOR
	LABOR
	LABOR
	LABOR
	OTHERS
	LABOR
	&TECH.
	LABOR
	LABOR
	LABOR
	LABOR
	OTHERS
	LABOR

	(KD MILLIONS)
	1
	2
	3
	4
	45
	6
	7
	8
	9
	10
	11
	12
	13
	14

	 
	K
	 
	I L L I T E R A T E
	1
	0.02
	0
	0
	0.2
	37
	0.4
	5
	0.007
	0
	0
	0.6
	1
	1
	7

	 
	 
	M
	R E A D   &  W R I T E
	2
	0.22
	0.5
	7
	0.14
	47
	0.07
	3
	0.06
	0.7
	0.9
	0.3
	0.7
	0.2
	4

	 
	U
	A
	P R I M A R Y
	3
	0.53
	0.2
	14
	0.03
	52
	0.004
	4
	0.13
	0.3
	2
	0.08
	1
	0.01
	5

	 
	 
	L
	I N T E R M E D I A T E
	4
	4
	0.6
	37
	0.1
	13
	0..02
	6
	1
	1.3
	7
	0.3
	1.4
	0.06
	10

	L
	W
	E
	SECON. & BELOW UNIV.
	5
	11
	2
	25
	0.08
	3
	0.002
	3
	6
	5
	7
	0.4
	0.6
	0.01
	0.3

	 
	 
	 
	GARD. & POST GRAD.
	6
	10
	3
	6
	0.04
	1
	0
	0.06
	6
	11
	2
	0.22
	0.14
	0
	0.2

	 
	A
	F
	I L L I T E R A T E
	7
	0.004
	0
	0
	0.003
	2
	0.007
	0.01
	0.001
	0
	0
	0.007
	0.05
	0.02
	0.02

	A
	 
	E
	R E A D  & W R I T E
	8
	0.02
	0.01
	0.5
	0.001
	2
	0
	0.02
	0.006
	0.02
	0.07
	0.002
	0.03
	0.001
	0.03

	 
	I
	M
	P R I M A R Y
	9
	0.13
	0.001
	3
	0
	1
	0
	0.05
	0.03
	0.002
	0.3
	0
	0.04
	0
	0.06

	 
	 
	A
	I N T E R M E D I A T E
	10
	1
	0.2
	16
	0.001
	2
	0
	0.13
	0.4
	0.03
	3
	0.004
	0.05
	0
	0.23

	B
	TI
	L
	SECON. & BELOW UNIV.
	11
	14
	0.5
	13
	0.002
	0.8
	0
	0.4
	7
	0.14
	3
	0.005
	0.3
	0
	0.1

	 
	 
	E
	GARD. & POST GRAD.
	12
	11
	0.26
	2
	0.003
	1
	0
	0.002
	7
	1
	0.6
	0.2
	0.05
	0
	0.007

	 
	 
	 
	I L L I T E R A T E
	13
	0.06
	0
	0
	0.04
	44
	2
	36
	0.03
	0
	0
	8
	11
	2
	80

	O
	N
	M
	R E A D  & W R I T E
	14
	0.8
	0.07
	11
	0.1
	39
	2
	43
	0.4
	1
	7
	17
	10
	2
	91

	 
	O
	A
	P R I M A R Y
	15
	0.4
	0.03
	3
	0.03
	9
	0.5
	9
	0.3
	1
	4
	9
	4
	0.8
	37

	 
	N
	L
	I N T E R M E D I A T E
	16
	4
	0.08
	11
	0.06
	12
	0.4
	13
	4
	3
	12
	17
	6
	0.6
	52

	R
	 
	E
	SECON. & BELOW UNIV.
	17
	23
	0.3
	28
	0.7
	11
	0.13
	10
	31
	15
	46
	36
	8
	0.3
	60

	 
	K
	 
	GARD. & POST GRAD.
	18
	58
	0.5
	6
	0.03
	2
	0.01
	0.3
	1
	33
	13
	19
	2
	0.4
	3

	 
	U
	F
	I L L I T E R A T E
	19
	0.004
	0
	0
	0
	35
	2
	0.003
	0.002
	0
	0
	0.04
	9
	0.003
	0.5

	2
	W
	E
	R E A D   &   W R I T E
	20
	0.2
	0
	0.3
	0.001
	46
	0
	0.1
	0.08
	0.004
	0.2
	0.2
	11
	0
	2

	 
	A
	M
	P R I M A R Y
	21
	0.08
	0
	0.1
	0
	4
	0
	0.02
	0.07
	0.005
	0.2
	0.2
	2
	0
	0.8

	 
	I
	A
	I N T E R M E D I A T E
	22
	0.8
	0.001
	1
	0.002
	5
	0
	0.03
	0.8
	0.02
	1
	0.7
	3
	0
	0.12

	 
	T
	L
	SECON. & BELOW UNIV.
	23
	15
	0.009
	10
	0.004
	8
	0
	0.02
	21
	0.5
	17
	2
	6
	0
	0.13

	 
	I
	E
	GARD. & POST GRAD.
	24
	18
	0.01
	3
	0.001
	2
	0
	0.002
	31
	1
	5
	0.2
	2
	0
	0.02


TABLE ( 9 ): Labor Compensation Matrix

TABLE ( 10 ): Labor Demand Matrix (Thousands)

	S O C I A L
	INSTIT-
	PROD-

	A C C O U N T I N G  M A T R I X
	UTIONS
	UCTION

	K U W A I T
	GOVER-
	ACTI-

	1985
	NMENT
	VITIES

	(LABOR IN THOUSANDS)
	1
	2

	
	
	P R O F E S S I O N A L & T E C H N I CA L
	1
	29261
	

	L
	GO
	M A N A GE R I A L W O R K E R S
	2
	1205
	

	
	VE
	C L E R I C A L  W O R K E R S
	3
	33115
	

	A
	RN
	S A L E S  W O R K E R S
	4
	166
	

	
	ME
	S  E R V I C E  W O R K E R S
	5
	72239
	

	B
	NT
	A G R I C U L T U R E & O T H E R S
	6
	949
	

	
	
	P R O D U C T I O N  W O R K E R S
	7
	22357
	

	O
	NON
	P R O F E S S I O N A L & T E C H N I CA L
	8
	
	55485

	
	
	M A N A G E R I A L  W O R K E R S
	9
	
	6905

	R
	GO
	C L E R I C A L   W O R K E R S
	10
	
	37817

	
	VE
	S A L E S   W O R K E R S
	11
	
	39715

	1
	RN
	S E R V I C E  W OR K E R S
	12
	
	58390

	
	ME
	A G R I C U L T U R E & O T H E R S
	13
	
	8037

	
	NT
	P R O D U C T I O N  W O R K E R S
	14
	
	136065


	SOCIAL
	L                     A                     B                     O                     R                     1

	ACCOUNTING M A T R I X 
	G    O    V    E    R    N    M    E    N    T   
	N   O   N      G   O   V   E   R   N   M   E   N   T

	K U W A I T 
	PROF.
	MANAG.
	CLER.
	SALES
	SERV.
	AGR. &
	PROD.
	PROF.
	MANAG.
	CLER.
	SALES
	SERV.
	AGR. &
	PROD.

	1985
	&TECH.
	LABOR
	LABOR
	LABOR
	LABOR
	OTHERS
	LABOR
	&TECH.
	LABOR
	LABOR
	LABOR
	LABOR
	OTHERS
	LABOR

	(LABOR IN THOUSANDS)
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	 
	K
	 
	I L L I T E R A T E
	1
	4
	0
	0
	31
	7594
	64
	810
	2
	0
	0
	1097
	365
	1398
	1110

	 
	 
	M
	R E A D   &   W R I T E
	2
	36
	96
	1078
	25
	6251
	10
	565
	10
	89
	190
	678
	239
	173
	618

	 
	U
	A
	P R I M A R Y
	3
	92
	35
	2310
	10
	8109
	2
	655
	24
	31
	389
	278
	296
	47
	684

	 
	 
	L
	I N T E R M E D I A T E
	4
	736
	122
	6260
	18
	8653
	1
	974
	245
	138
	1351
	631
	406
	31
	1306

	L
	W
	E
	SECON. & BELOW UNIV.
	5
	1898
	221
	4339
	15
	2216
	0
	493
	737
	293
	1091
	616
	121
	6
	770

	 
	 
	 
	GARD. & POST GRAD.
	6
	1748
	508
	903
	9
	513
	0
	10
	805
	799
	270
	426
	34
	0
	17

	 
	A
	F
	I L L I T E R A T E
	7
	1
	0
	0
	0
	380
	1
	2
	0
	0
	0
	12
	18
	28
	3

	A
	 
	E
	R E A D   &   W R I T E
	8
	4
	2
	82
	0
	258
	0
	4
	1
	2
	14
	3
	10
	1
	4

	 
	I
	M
	P R I M A R Y
	9
	22
	0
	394
	0
	355
	0
	8
	6
	0
	66
	2
	13
	1
	8

	 
	 
	A
	I N T E R M E D I A T E
	10
	180
	3
	2700
	0
	341
	0
	22
	60
	4
	583
	7
	16
	0
	29

	B
	TI
	L
	SECON. & BELOW UNIV.
	11
	2279
	7
	2226
	0
	127
	0
	6
	885
	9
	560
	14
	7
	0
	10

	 
	 
	E
	GARD. & POST GRAD.
	12
	1799
	45
	280
	1
	190
	0
	0
	829
	71
	83
	30
	12
	0
	1

	 
	 
	 
	I L L I T E R A T E
	13
	10
	0
	0
	9
	7601
	422
	5505
	30
	0
	0
	5642
	12227
	3223
	40977

	O
	N
	M
	R E A D   &   W R I T E
	14
	133
	8
	1302
	15
	7423
	283
	6054
	363
	275
	3431
	9348
	11089
	2009
	41849

	 
	O
	A
	P R I M A R Y
	15
	80
	7
	699
	6
	1620
	79
	2244
	200
	249
	1668
	3556
	2192
	513
	14053

	 
	N
	L
	I N T E R M E D I A T E
	16
	718
	16
	1910
	10
	1570
	58
	2679
	1867
	531
	4801
	6080
	2235
	394
	17649

	R
	 
	E
	SECON. & BELOW UNIV.
	17
	3880
	44
	4986
	12
	1342
	25
	2204
	11269
	1632
	14001
	8122
	2134
	189
	16226

	 
	K
	 
	GARD. & POST GRAD.
	18
	9879
	87
	1106
	4
	225
	3
	87
	23147
	2645
	2507
	2142
	290
	19
	519

	 
	U
	F
	I L L I T E R A T E 
	19
	1
	0
	0
	0
	6074
	1
	4
	2
	0
	0
	29
	9771
	5
	27

	2
	W
	E
	R E A D   &   W R I T E
	20
	27
	0
	44
	0
	8623
	0
	14
	74
	1
	116
	116
	12883
	0
	98

	 
	A
	M
	P R I M A R Y 
	21
	17
	0
	30
	0
	724
	0
	5
	41
	1
	71
	68
	979
	0
	29

	 
	I
	A
	I N T E R M E D I A T E
	22
	143
	0
	215
	0
	823
	0
	6
	372
	4
	540
	265
	1172
	0
	42

	 
	T
	L
	SECON. & BELOW UNIV.
	23
	2593
	1
	1814
	1
	997
	0
	5
	7532
	50
	5095
	463
	1586
	0
	34

	 
	I
	E
	GARD. & POST GRAD.
	24
	2981
	3
	437
	0
	230
	0
	1
	6984
	81
	990
	90
	295
	0
	3


4. Population Economic Interaction Model for Egypt

 In 1992, The National Population Council (NPC) of Egypt requested the Institute of national Planning (INP) to develop a population economy wide simulation model with the objectives of assessing the impact of alternative population policies and labor force profile on the medium-term path of the Egyptian economy.  To capture the interactions among population, labor markets and other economic variables, a socioeconomic data system was constructed. This data assembly effort included a multi-sector social accounting matrix (SAM) with detailed labor market structure as well as a disaggregated population and labor force indicators.  The database represents an updated and expanded version of the SAM constructed by the central agency for public mobilization and statistics (CAPMAS) for the fiscal year  1986/87. The SAM enlargement process has relied primarily on the population census, the households budget survey and the labor market survey [13,14]. 

An aggregate version of the labor, market module in the SAM is shown in table (12). In the columns 17 and 18, non-government private and public sector compensations of employees are divided into five occupational groups. In the detailed SAM, both the private and public activities are broken down into 10 sectors (agriculture, food processing, other industries, construction, crude oil and natural gas, productive services, education, health and other social services). The intersection of the columns from 14 to 16 and the rows from 6 to 9, government labor compensations are divided by government functional category (education, health, other social, public administration, defense, an so forth) and educational status. In the matrix representing rows 10 to 13 and columns 1 to 5, non government compensations of employees by production activities are distributed by occupational group and educational status. Finally, both government and non government workers by educational group, allocate their wage bills to urban and rural households. When these labor compensation data by region, economic sector, occupation and education level are confronted with population and labor force data (in thousands), a comprehensive and consistent accounting framework was available to study the population economic interactions and construct various analytical tools for policy formulation and testing.

5. Concluding remarks

The socioeconomic data systems, described in this paper for the countries of the Middle East and North Africa, stress a number of conceptual and applied issues which are delineated in the following points:

	SOCIAL
	O  C  C  U  P  A  T  I  O  N
	E   D   U   C   A   T   I   O   N
	GOVERNMENT
	NON-GOV.

	ACCOUNTING
	PROF.
	MANA-
	CLER.
	PROD.
	SER-
	GOVERNMENT
	NON-GOVERNMENT
	HEA-
	EDU.
	OTH-
	PRI-
	PUB-

	MATRIX  1986/87
	&TECH.
	GERIAL
	 
	 
	VICES
	ILL.
	PREPA.
	INTER-
MED.
	HIGH
EDU.
	ILL.
	PREPA.
	INTER-
MED.
	HIGH
EDU.
	LTH
	 
	ERS
	VATE
	LIC

	(LE MILLIONS)
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18

	O  C
	PROFE. & TECH.
	1
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	316
	658

	C  U
	MANAGERIAL
	2
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	38
	54

	P  A
	CLERICAL
	3
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	578
	718

	T  I
	PRODUCTION
	4
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	4151
	2676

	O  N
	SERVICES
	5
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	388
	406

	E
	GOV
	ILLITERATE
	6
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	401
	72
	823
	 
	 

	D
	ERN
	PREPARATORY
	7
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	471
	85
	967
	 
	 

	U
	ME
	INTERMEDIATE
	8
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	143
	26
	293
	 
	 

	C
	NT
	HIGH   EDUCATION
	9
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	518
	94
	1063
	 
	 

	A
	NON
	ILLITERATE
	10
	0.7
	0
	224
	4503
	351
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	T  
	GOV
	PREPARATORY
	11
	8
	1
	242
	1986
	318
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	I
	ERN
	INTERMEDIATE
	12
	499
	82
	608
	296
	91
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	ON
	MENT
	HIGH   EDUCATION
	13
	467
	8
	23
	40
	35
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	GOVER
	U   R   B   A   N
	14
	 
	 
	 
	 
	 
	1085
	1275
	386
	1401
	 
	 
	 
	 
	 
	 
	 
	 
	 

	REG
	NMENT
	R   U   R   A   L
	15
	 
	 
	 
	 
	 
	211
	248
	75
	273
	 
	 
	 
	 
	 
	 
	 
	 
	 

	ION
	NON-
	U   R   B   A   N
	16
	 
	 
	 
	 
	 
	 
	 
	 
	 
	3280
	1649
	1147
	370
	 
	 
	 
	 
	 

	 
	GOV.
	R   U   R   A   L
	17
	 
	 
	 
	 
	 
	 
	 
	 
	 
	1799
	905
	629
	203
	 
	 
	 
	 
	 


First, a social accounting matrix, or simply a SAM, should be viewed as a comprehensive approach to development planning and policy analysis. Based on this broad definition, a SAM approach includes a data framework and modeling capabilities [7,8,9,18,19,20,23,24,26,27,28,29].  On the data side, a SAM is a method for organizing the accounts of an economy in a matrix format where each economic agent has a row and a column registering his receipts and outlays respectively. Once the data of a particular country have been organized in a SAM format, they represent a static picture, which can reveal much about the country’s economic structure and linkages. On the modeling side, a SAM provides the consistent and comprehensive framework necessary for constructing various policy-oriented economy-wide models. 

Second, Data systems based on the SAM are generally designed from a particular point of view: to provide a database for the kind of economic analysis, policy measures and development issues relevant to the country of interest. By contrast, data systems developed by the United Nations, like the 1968 and the revised 1993 system of national accounts (SNA), start from a rather general point of view. Since analytical and policy problems vary from one country to another, what is needed then, is a systematic and coherent framework which can accommodate the main bodies of data [30,31,32]. Although the revised 1993 SNA contains a chapter on social accounting matrices, demonstrating that the input-output approach should be extended to a matrix presentation of a wider set of national accounts, the SAM should still be considered as an analytical tool that depends on the specific structure, economic rationale and policy choices pertaining to a particular country.

Third, given the above two points, any applied SAM will generally have two components; a) a core aggregate structure common to most applications, which can be consistent with the revised 1993 SNA if needed and b) a detailed accounting framework specific to policy measures, development issues or structural imbalances pertaining to the country of interest. Considering such arrangement, this paper has presented a number of issue-oriented social accounting matrices for the MENA region that have been successfully used in model building and policy formulation and testing because they reflect, to a great extend, the specific structure and development options of the country of interest. In principle, an issue-oriented SAM is more directed to policy analysis than the general SAM constructed periodically by the governmental statistical offices or agencies. Since policy measures and development options of a particular country changes over time, statistical offices should make a periodical adjustments of the SAM structure in order to capture any new policy or structural changes.   

Fourth, in most of the issue-oriented SAM applications presented in the paper, there was a need to supplement the monetary values recorded in the SAM by additional information to successfully implement the policy analysis exercise. For instance, the public finance economy wide SAM of Kuwait is supplemented by detailed and specific Kuwaiti government budget data which are not part of the SAM structure. Similarly, the Population economic SAM for Egypt, is supplemented by population, labor force profile and employment data in thousands of persons.     
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TABLE ( 12 ): LABOR MARKETS IN THE POPULATION ECONOMIC INTERACTION MODEL OF EGYPT





TABLE ( 11 ): Labor Demand Matrix (Thousands)





TABLE ( 2 ):  PRODUCTION ACTIVITIES (ENERGY CONSUMPTION SECTORS)
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