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Djibouti - Sedentary Population: Household Welfare Indicators

Expenditure quintile
NATIONAL J)JIBOUT'I-1Vl.LE

Unit of
Indicator measure All 1 2 3 4 5 All 1 2 3 4 5
Demographic indicators

Sample size (households) Number 2,380 562 438 426 422 532 1,591 291 285 292 316 407
Population below 15 years Percent 38 46 40 38 35 30 36 43 39 38 32 29
Population 60 years and above Percent 4 3 4 4 4 5 4 4 4 4 3 4
Age dependency ratio Percent 67 93 75 68 58 46 63 84 70 67 52 45
Number ofmales per 100 females Number 81 81 81 79 81 81 79 77 77 83 79 81
(age 15 and over)
Average household size Number 6.7 7.2 7.5 7.1 6.9 5.3 6.8 7.4 7.7 7.5 6.9 5.4

Education and literacy
Net primary enrollment rate (total) Percent 68 53 70 70 75 79 68 55 71 70 75 79
Male Percent 73 60 74 77 78 83 73 60 75 76 80 82
Female Percent 62 45 66 64 71 74 63 49 66 64 69 76

Net secondary enrollment rate (total) Percent 28 9 23 35 37 51 30 9 28 35 42 52
Male Percent 33 11 26 42 40 59 37 10 34 42 45 61
Female Percent 23 6 19 28 34 45 28 7 23 29 38 46

Literacy rate (total) Percent 53 36 49 52 59 63 59 39 53 55 61 65
Male Percent 73 66 69 76 80 85 73 53 69 75 79 84
Female Percent 43 32 41 43 47 52 45 35 42 44 48 54

Head of household
Marital status of head
Monogamous male-headed Percent 63 62 59 66 64 65 64 63 60 67 62 68
Polygamous male-headed Percent 10 11 13 8 10 8 9 9 9 9 9 8
Single male-headed Percent 4 2 3 3 3 8 4 2 3 3 4 8
De facto female-headed Percent 5 8 6 7 2 4 5 8 8 4 3 3
De jure female-headed Percent 17 17 20 16 20 15 18 19 21 16 22 13

Education level of head
No Formal education Percent 61 86 75 66 55 33 58 83 73 60 53 32
Completed primary, no secondary Percent 14 6 10 14 20 18 15 7 10 16 22 18
Secondary not completed Percent 11 2 5 12 12 20 12 3 7 13 12 21
Completed secondary / higher level Percent 5 0 1 2 5 15 6 0 1 3 5 17

Labor market (population aged 15 to 64)
Number of employed people in sample Number 2,585 382 427 470 562 744 1,958 231 309 374 440 604
Proportion ofemployed Percent 17 9 13 15 19 26 17 10 14 17 20 27
Labor force participation (total) Percent 48 40 49 48 49 53 50 44 49 51 49 54

Male Percent 62 53 65 64 63 72 64 57 63 64 64 71
Female Percent 33 29 37 37 37 39 38 35 37 40 38 39

Household expenditure
Meanpercapitaexpenditure(FDJ) OOOs 190 60 104 148 208 433 206 71 117 161 222 461
Population below soft poverty line Percent 45 100 100 25 0 0 39 100 100 24 0 0
Share of food in total expenditure Percent 43 58 47 42 37 30 40 52 44 40 37 29

Household amenities
Type of fuel for cooking
Firewood Percent 4 16 4 1 0 1 0 1 0 0 0 0
Gas, kerosine Percent 90 79 91 95 92 93 94 92 96 95 92 94
Charcoal Percent 0 1 0 0 1 0 0 0 0 '0 0 0
Electricity Percent 4 2 4 2 5 5 4 3 3 3 6 5
Other Percent 2 3 1 1 2 1 2 3 1 1 2 1

Access to sanitation Percent 18 4 5 11 20 41 20 4 5 14 21 45
Access to water
Pipe/Borne Percent 79 57 73 79 89 91 80 57 73 85 90 91
Well Percent 3 13 3 2 1 0 0 2 0 0 0 0
Other Percent 18 30 24 19 10 9 19 41 27 15 10 9

Owner occupancy rate Percent 68 80 73 65 65 58 65 74 71 65 64 57
Source: Household Prorty Survey, 1996. "Enquete Djiboutienne aupres des menages. Indicateurs sociaux."
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PREFACE

This is the first assessment of poverty in Djibouti. The objective of this assessment is to
assist the Government in designing and implementing a poverty-reducing strategy and to
contribute to the policy dialogue. In addition to being a Bank requirement for all IDA countries
(OD 4.15), the Poverty Assessment for Djibouti will provide essential information required to
tailor lending strategies to the country's specific needs.

The recommendations will attempt to identify narrow sub-groups of the poor population
that can benefit from targeted interventions, and will seek to formulate programs to reduce
poverty. This assessment will be an input for developing the Bank's country assistance strategy
and program, which will concentrate on improving human resources development. The report
focuses on the main characteristics and underlying causes of poverty; urban and rural variations
of poverty; human resources development; the special problems and issues faced by women and
the residents of urban slums; traditional coping strategies and the social safety net; and
identification of opportunities and priorities for a poverty reduction strategy.

Chapter 1 introduces the social and economic context for Djibouti. Chapter 2 presents a
summary of the poverty profile for Djibouti constructed on the basis of the 1996 household
survey, and complemented by a Participatory Poverty Assessment. Chapter 3 focuses on human
resources underdevelopment issues including health, education, nutrition, and population; and
Chapter 4 deals with the fulfillment of basic water, sanitation and housing needs. Chapter 5
summarizes the labor market in Djibouti, and its correlates with poverty. Chapter 6 discusses
government spending on the Social Sectors, and Chapter 7 assesses both the government social
transfers and inter-household transfers. The last three chapters introduce three special topics:
Khat (Chapter 8), Fish (Chapter 9) and Gender (Chapter 10). The appendices to the report
contain tables of the poverty profile including methodological and technical details; and technical
notes and tables supporting each chapter in the main report.

The quantitative analysis for this Poverty Assessment is based on the 1996 Enquete
aupres des menages (EDAM, 1996); thanks are owed to the 2,380 households who participated in
the household survey, and to the many other families who participated in the Participatory
Poverty Assessment. EDAM 1996 was conducted by the Bureau of Statistics (DI.NA.S). Mr
Houssein Hassan Farah is the Director of the Statistical Institute and of the survey. Other
responsible staff included Mr Said Absieh Warsama (Sub-Director of DI.NA.S), Mr Idriss Ali
Sultan (Supervisor), and Mr Otman Mounin Badar (Data Analyst). Mr Olivier Dupriez (data
collection and data processing) and Mr Chris Scott (sampling) provided technical assistance to
the survey. Mr Antoine Simonpietri (AFTII) supported the management of the survey. In
addition, the Belgian and Norwegian Trust Funds, UNICEF, UNDP, and AfDB provided
financial and technical support for the Household Survey. The head of DI.NA.S, Mr Houssein
Hassan Farah, Mr Otman Moumin Badar and Mr Idriss Abdilahi Orah spent a month in
Washington helping editing and reviewing EDAM 1996 data, and preparing estimates of the
main social indicators. We acknowledge UNICEF's operational support and advisory role, in the
person of its Resident Representative, Mr Enrique's Maduefno-Ucar, during the preparation of
this report.



This report was prepared during the period July 1996 to 1997. Luisa Ferreira (Task Team
Leader, AFTH4) with Ugo Panizza, (consultant, AFTH1) were the principal authors of the report.
It is based on the findings of a mission that visited Djibouti in July, 1996,1 and on a series of
contributions from the team members: Mr Robert Blake (macroeconomic background; AFTM2);
Mr Olivier Dupriez (housing and poverty monitoring; AFTI1); Mr Andrew Follmer (gender;
AFTH1); Mr Federico Perali (estimation of the poverty line; consultant); Ms Anna Martella
(participatory poverty assessment; consultant); Mr Branko Milanovic (social safety nets, and
labor issues; PRDPH); Mr Antoine Simonpietri (water, nomads, refugees, and street children;
AFTI1); Mr Timothy Marchant (AFTKI) initiated the preparatory work to conduct the household
survey.

The Government of Djibouti has actively contributed to this Poverty Assessment. The
President of Djibouti-at the request of the Minister of Finance-set a counterpart team to work
with the World Bank in the production of the Poverty Assessment. The "Comite pour l'etude des
conditions de vie" was formed with the objective of studying poverty, standards of living, and
policies and prograrns to reduce poverty and improve the standards of living of the population of
the Republic.

The team acknowledges the helpful comments and support received from members of the
Djibouti Country Team and others, especially, Mr Amit Dar, Mr Robert Blake, Ms Marylou
Bradley, Mr Pedro de Lima, Mr Paul Glewwe (peer Reviewer), Mr Kenichi Ohashi, Ms nadine
Poupart, Mr Jack van Holst Pellekaan (Peer Reviewer), Ms Marisol Ravicz, Mr Antoine
Simonpietri, and Mr Harold Wackman. Mr Andrew Follmer (AFTH1) provided editorial
support. The final draft was edited by Mr Lou Demesmaker. Mmes Patricia Orna, Helen
Taddese, Francoise Genouille and Eva Ngeba provided secretarial support. Ms. Patricia Orna
provided production support.

In June 1997, after the draft poverty assessment was produced and distributed, a mission
visited the Republic of Djibouti to discuss the findings, recommendations and implications with
the Government, donors, and NGOs. The report was discussed in two meetings. The first
meeting was attended by technical level government officials and donors; the second meeting
was attended by the ministerial level "Comite de pilotage et suivi du Programme d'Ajustement
Structurel". This version was revised to reflect comments from the discussion. The major issues
raised during the discussions are as follows:

(a) Estimation of the Population. The Government requested the mission to include
the official population estimates in the gray cover version of the report.

The mission, led by Ms Luisa Ferreira, was comprised of Mr Olivier Dupriez (household survey), Mr Branko
Milanovic (social safety net), Mr Federico Perali (poverty line), Mr Antoine Simonpietri (water and sanitation,
and refugees) and Mr Mohamed Elmi Osman (literature review). In Djibouti-ville the mission was assisted by
generous and industrious counterparts throughout the Djiboutian Government, in particular the Central
Statistical Office (Ministry of Trade and Tourism), and the Ministry of Finance.



(b) Coverage of the Population Outside Djibouti-ville. The Government felt that
the problems of the urban population residing outside Djibouti-ville, and of the
population living in the rural areas could have been studied in more depth.

(c) Coverage of Nomads. Since the report does not cover the nomadic population,
the Goverrnent requested the preparation of a special study dealing with this
population group.

(d) Environment. The Government would have liked to see one self-standing
chapter of the report devoted to environmental problems; rather, the issues were
discussed throughout the report.

The report was prepared under the general supervision of Mr J. van Lutsenberg Maas,
Chief, (AF2PH), Ms R. Kagia, Sector Manager (AFTH1), and Mr Arvil van Adams, Acting
Sector Manager (AFTH4); Mr J. Adams, Director, (AFC04), Mr Kenichi Ohashi, Country
Operations Manager, (AFC05), and Mr Harold Wackman, Director, (AFC05).
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I. Introduction and Background

1. In Djibouti the problem of poverty reduction remains significant. The country's social
indicators show that the gaps in social well-being are enormous-and recent economic
performance has been poor. Over the medium term, the Govemment must develop new sources
of growth in the economy. This report analyzes the nature and extent of poverty in Djibouti, and
the distinguishing characteristics of the poor. The final goal is to propose a set of measures to
reduce poverty in the medium to long-term and minimize the short-term social effects of
structural adjustment.

At the Crossroads of the Horn of Africa: a Curse and a Blessing

2. Djibouti's main assets are its strategic location on the Horn of Africa, its harbor and
associated infrastructure, and its access to relatively rich fishing waters. However, Djibouti's
strategic location is also the cause of its problems. Djibouti attracts populations from other
countries in the region because it offers relative peace and stability, and employment
opportunities with salaries paid in hard currency. Immigrants and refugees place a tremendous
burden on already-weak social services and economic security.

Comparison of Living Standards

3. Djibouti is rated as a lower- middle- Figure 1: International Comparisons of
income country, with an average per capita Fie 1 Intnana aris
income of US$780 in 1993. However, Livig Standards
estimated living standards are distorted by 120 mOjibouti

the high cost of living and well-paid civil 100 lEthiopia
OSub-Saharan Africaservant community. Most Djiboutians live 80 Lower Middle ancomA

at the subsistence level, and living standards O0

are more comparable with those in Ethiopia 40

than with those in non-African countries l

with similar per capita GDP levels. (See 20

Figure 1). Literacy Infant Life
Rate (%) Mortality Expectancy

Rate (pe (years)
1000)

Historic Economic Performance

4. GDP per capita in 1993 prices fell Source: World Bank, 1997.

from US$1,505 in 1978 to US$854 in 1991.
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The situation further deteriorated in Figure 2: Economic Performance-1991-1996
1991 (see Figure 2), as the economy
experienced a series of exogenous 8 i -+RealGDP

shocks, namely: (i) a sharp inflow of 6 \ -Per-capitaGDP

refugees from Somalia and Ethiopia; 4

(ii) the 1992-94 armed conflict between g 2

the Issas and the Afars; and (iii) I 1 199 1993 19 6

increased competition from Eritrea in z S 1 \
providing transport services to the
region. Concurrently, the Government -s
of Djibouti began to incur increasing -10
deficits (both internal and external) that
led to the signing, in April 1996, of a Source: EDAM, 1996.
one year stand-by arrangement with the
IMF. This arrangement's objective was
to stabilize the fiscal situation.

II. The Poverty Profile

5. To formulate and implement a comprehensive strategy to combat poverty, it is essential
to identify the poor. The analysis for this poverty profile is based on (i) a priority survey-type
(EDAM, 1996) complemented by (ii) a participatory poverty assessment (PPA, 1996). EDAM
excludes three highly impoverished and vulnerable groups-nomads, the homeless, and those
living in temporary structures.' Therefore, the household survey results on poverty, inequality,
and standards of living are likely to present an over-optimistic picture of the real situation in
Djibouti.

Poverty is Serious and Widespread Table 1: Two Poverty Lines, by Location
of Household, 1996

6. Poverty in Djibouti is high. In 1996
about 45 percent of Djiboutians were living in Percent of Pulatio
households with adult equivalent expenditures VeryPoor Poor
below the level necessary to provide basic Djibouti-ville 6.2 39.1
needs. Ten percent were estimated to live in Otherurban 17.8 67.2

extreme poverty, i.e., they could not afford to All 9.8 45.1

buy the food basket necessary to maintain a a/Extreme poverty line of Fdj 100,229 per year per adult

minimum level of caloric consumption. equivalent.
b/ Poverty line of Fdj 216,450 per year per adult equivalent.

Including the homeless and nomads in the
analysis would increase the percentage of households living in poverty and extreme poverty.

These groups were covered by the 1996 PPA.
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Location Affects Opportunities and Households' Well-being

7. Poverty is more widespread and deeper in Djibouti's rural areas and in the urban areas
outside Djibouti-ville than in the capital city. The incidence of extreme poverty is more than
seven times higher in rural areas (45.1 percent) than in Djibouti-ville (6.2 percent). This is
probably because a household living in the capital can take advantage of safety nets derived from
the presence of a commodity market and services, and job market opportunities not available in
rural areas.

Vulnerable Groups

8. Refugees, nomads, the homeless and those living in temporary structures, and the street
children are highly impoverished and vulnerable groups. Although refugees living in camps
benefit from food aid, and free health care and education, they face a difficult situation and
describe themselves as having lost everything, even their identity. War and poor rainfall have
changed the nomad's normal patterns of transhumant behavior. Nomads cope by engaging in
small-scale border trade, and receiving help from relatives living in Djibouti-ville. The street
children, natives of Somalia or Ethiopia, live in dire poverty. They left their countries because of
war or poverty, but have few chances to break the cycle of poverty: unable to attend school, they
cope by taking odd jobs, and eating out of trash cans.

A. WHAT CHARACTERIZES THE POOR IN DJIBOUTI

9. The poor are characterized by absence of purchasing power, low human capital
accumulation, and low standards of living. The poor (and the very-poor) differ from the rest of
the population in socio-economic and demographic characteristics, and employment status.

Unemployment and Poverty

10. Unemployment is extre-
mely high and increases the risk Table 2: Unemployment Rate (percent), 1996
of the household being in ,Diiouti-ville Other Urban, RuralTotal
poverty. The average un- Male Gender
employment rate is close to 45 Female 50.1 52.4 66.1 50.7

percent, with the most dis- Poverty Status
advantaged economic groups Very-poora/ 64.0 63.4 50.6 61.2
having unemployment rates Poor 56.6 51.7 51.9 55.5
higher than 60 percent. The Non-poor 37.1 27.4 23.0 36.3

anicpaeddeobliatonof Total 44.1 43.3 45.7 44.1anticipated demobilization of up Source: EDAM ,1996.
to 9,000 soldiers will add to the at Extreme poverty line of Fdj 100,229 per year per adult equivalent.

ranks of the unemployed. b/ Poverty line of Fdj 216,450 per year per adult equivalent.
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11. Most households in Table 3: Incidence of Poverty by Number of Workers
Djibouti are able to escape poverty Per Household (percent), 1996
because of their earnings from Poverty Contribution to
employment. Fifty-five percent of Total Poverty
the very-poor live in households Number of Workers
where no member is employed (see 0 22.7 55.2
Table 3). These results underscore 1 7.1 34.1
the importance of job creation in 2 3.7 6.5

a/ Percentage of people that lives in households below the Fdj 100,229 poverty line.
Djibouti. Source: EDAM, 1996.

The Poor Lack Human Capital

12. Social indicators in Djibouti are below regional standards. The poor's welfare is
negatively affected by low levels of education, poor health status, and malnutrition.

Education

13. Poverty, illiteracy, and
low educaty,ionaliattrainm are Figure 3: Population over 10 years that Cannot Read
low educational attaimment areanWrt,19
strongly correlated. The and Write, 1996
literacy rate is estimated to be
approximately 57 percent; but 70

the poor, women, and old 60

people are at a significant X 50 MMale

disadvantage in literacy skills. 2 40 MFemale

The poor have an illiteracy ,30 AII A
rate of 64 percent, but even in
the most affluent 20 percent of = 10 ll
Djiboutian households, 37 c
percent of individuals are -

illiterate. The gender gap is
wide: while 73 percent of the Expenditure Quintile

men older than 10 are literate,
only 45 percent of the women Source: EDAM, 1996.

in the same age group are
literate.

14. Households with lower levels of education are at a higher risk of being poor: a one year
increase in the average education of the household reduces the probability of the household being
poor by six percentage points.

15. Enrollment ratios show that educational attainment is not likely to improve substantially
in the near future. Children begin school relatively late. Approximately one out of four children
starts school after the age of nine and they begin leaving school when they are 14. Less than 50
percent of those aged 14-20 are in school. Enrollment rates are low and children from poor
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households are the least likely to be in school. At the primary level in 1996, the net enrollment
rate among the poorest quintile was 53.1 percent, 25.3 percentage points lower than the rate in
the top quintile. At the secondary school level, the gap widens to a five-fold difference between
the poorest and richest quintiles.

Health

16. Health indicators are below regional standards. Life expectancy at birth is low at 49
years. The infant mortality rate, at 114 deaths per 1,000 live births, is one of the highest among
Middle-Eastern and Sub-Saharan countries. Diarrhea and malnutrition together constitute the
leading cause of death among children under 5. Respiratory infection (associated with chronic
malnutrition) is the second leading cause of mortality. High maternal mortality, estimated at 740
deaths per 100,000 live births, can be attributed to high fertility rates, anemia caused by
malnutrition, and the widespread practice of Female Genital Mutilation. In addition, endemic
problems-Tuberculosis, malaria, cholera, and AIDS-affect the population in general.

Malnutrition

17. Child malnutrition is Table 4: Nutritional Status by Location (percent of
widespread. Among children children under 5), 1996
under 5 years of age, 26 percent
are chronically malnourished Characteristic Stunted Wasted
(stunted), and 13 percent suffer (height-for-age) (weight-for-height)
from acute malnutrition (was- Djibouti-Ville 24.9 12.5
ted). Considering that the first Other Urban 28.4 19.6
4-5 years of life are critical to Rural 33.3 7.1
the future development of the All Poor 31.4 14.9
chil, manu.se chlde All Children Under 5 25.7 12.9child, malnourished chilclren SoreEDM196

will be more likely to have low
educational attainment and achievement.

Water and Sanitation

18. Appropriate sanitation facilities and clean water are necessary to reduce the incidence of
diarrheal disease and preserve the environment. Lack of access to water is clearly correlated with
poverty. Households belonging to the richest quintile are seven times more likely to be
connected to the ONED (the network that supplies tap water directly to houses) than households
belonging to the poorest quintile. A large percentage of poor households need to purchase water
from a water truck. This water costs four times the price paid by richer households connected to
the ONED network.

19. Sanitation indicators are sub-standard. In Djibouti, more than 40 percent of households
have no proper drainage system for used water. The situation is particularly dangerous in the
densely populated areas of Djibouti-ville where most of the population lack proper sanitation
services.
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III. A Strategy for Poverty Reduction

20. This report shows a strong correlation between poverty and unemployment, and between
poverty and low investment in human capital; Policies aimed at creating new jobs can have a
substantial impact in reducing poverty. Investment in economic and social infrastructure
(transport and telecommunications, water, sanitation, and housing), will have beneficial effects
both in the short- and in the long-run. In the short-run these projects will generate employment
and allow some households to escape from poverty and improve their living standards. In the
long-run, these projects will play a fundamental role in increasing the level of human capital and
enhancing productivity. These investments are essential to enhance the competitiveness of
Djibouti in the provision of services to the countries in the region, notably Ethiopia. They also
could contribute to transforming Djibouti into a regional trade and financial center.

21. A poverty-reduction strategy for Djibouti should:

(a) raise growth and generate employment;

(b) increase investment in human capital; and

(c) develop targeted interventions for the poorest.

A. GROWTH AND EMPLOYMENT

Growth

22. Given Djibouti's present
welfare distribution, the country would Figure 4: Incidence of Povert Based on Different
have to sustain consistently high Growth Scenarios
growth in GDP per capita to reduce
poverty effectively by the year 2015. 50

Assuming a 1.5 percent per capita ; 40-

growth rate, an estimated 38 percent of O. C 30
the population would be living in 20 
poverty by the year 2000; and more c 01
than twenty years from now, 20 percent
of the population would remain in 0 0
poverty (Figure 4). 1993 2000 2005 2010 2015

Year

Employment Generation

23. Djibouti is characterized by (i)
low labor force participation, (ii) exceptionally high unemployment (particularly long-term
unemployment), and (iii) a dual labor market (with the formal sector paying wages well above
the informal sector). The high levels of unemployment do not cause a reduction in wages
because the high public sector wages, together with other labor market restrictions, limit any
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downward adjustment in private sector formal wages, giving rise to a dual labor market and high
unemployment rates.

24. Given the country's strategic location, level of infrastructure, and limited natural
resources, the service sector (with particular focus on the Ethiopian market) is the main source of
potential growth. In this regard, high labor costs (both wages and social security payments)
represent a major obstacle to the competitiveness of Djibouti's private sector. Any strategy to
cope with this situation will need to concentrate on two elements:

(a) reduction in wages paid by the formal (especially public) sector; and

(b) policies to facilitate entry into the labor market and creation of new jobs.

B. INVESTING IN HUMAN CAPITAL

25. Increasing human capital is a key component of a poverty-reducing and growth-
promoting strategy. Progressive liberalization of the economy requires higher education levels to
support modernization of the productive sectors. Investment in human capital provides direct
economic benefits and improves the general welfare of individuals and of society. In addition, it
generates important cross-effects between sectors. For example, higher education levels are
associated with reduced FGM and fertility. More educated and healthier mothers produce
healthier, better nourished and more educated children.

Education

26. Pro-poor education policies should emphasize two areas of intervention:

(a) expanding all children's access to education, particularly to primary and lower
secondary, with special emphasis on the poor and the very-poor; and

(b) expanding girl's access to secondary education. Given their effect on health and
fertility, targeted subsidies for girls' education will have very high social returns.

27. Improving the quality of and the access to primary and lower secondary school requires
additional funding to the sub-sectors. Given the current financial constraints, Djibouti should
explore all potential sources for improving the education system, among these: (i) community
participation; (ii) school-based management; and (iii) enlisting the private sector to mobilize
additional resources.

Health

28. Poor health status is both a cause and an effect of poverty. In Djibouti the health of
children and mothers is among the most serious issues. Measles, respiratory infections, diarrhea,
and FGM cause many deaths that could have been prevented. These health problems are
amenable to low-cost and effective interventions.
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29. The Djiboutian health system is too centralized and too focused on curative care.
Currently, health services are free and available to everybody. This leads to excess demand
compared to available resources. Since households are more willing to pay for curative care than
for preventive interventions, a reallocation of resources from curative to preventive care could
significantly improve the efficiency and equity of the health care system.

30. Effective strategies to reduce the incidence of FGM include:

(a) incorporating FGM treatment and counseling into health programs for women and
children, and organizing information and education programs for community and
religious leaders.

(b) enforcing sanctions against individuals performing the practice.

31. Fertility is high in Djibouti across the population. The total fertility rate is 5.8 children
per woman. The high fertility rate, young childbearing, and close birth spacing have detrimental
effects on the health of women and children. Programs aimed at increasing female access to
education (together with IEC campaigns) are the most likely to succeed in (i) promoting the use
of birth control techniques and (ii) increasing the ability of couples to space their children
optimally.

Consumption of Khat

32. Djiboutians are major consumers of khat. Indeed, 55 percent of households have at least
one khateur. This practice, poses enormous social, economic, and health problems. Two key
areas of intervention are:

(a) increasing taxation of khat. Besides contributing to reducing the demand for khat,
such policy would generate additional tax revenues that could be earmarked for
social programs; and

(b) organizing IEC campaigns to raise awareness of the negative effects of using khat.

Water and Housing Conditions

33. Djibouti is facing a serious challenge in trying to provide its population with potable
water. This will require policies on the supply- and demand-sides. On the supply-side, the
introduction of new water harvesting methods is extremely important. Regarding the distribution
of water, in the urban areas, the strategy should focus on installation and management of
standpipes and minimization of the loss of the water network. For rural areas, the strategy should
include a program of digging new boreholes and wells, and rehabilitating and maintaining
existing ones. On the demand-side, the Government should introduce an appropriate pricing
system.

34. Housing conditions are poor in Djibouti. A rehabilitation program would improve basic
living standards and generate employment. Squatter-upgrading or slum-improvement programs,
that include (i) affordable standards, (ii) cost recovery, (iii) improved institutional capability, and
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(iv) community participation, could broaden the provision of sustainable, low-cost housing. The
housing policy in rural areas must be considered within a wider framework, including the
development of economic activities and improvements in social service delivery, transportation,
and infrastructure.

Efficiency of Public Spending

Table 5: Distribution of Selected Government Subsidies (percent), 1996

Quintile Poorest Second Third Fourth Richest All

Primary Education 20.2 21.2 19.5 21.3 17.8 100

Secondary Education 7.9 17.1 22.1 25.3 28.0 100

University (Scholarships) 8.1 14.3 18.1 18.1 41.4 100

Water 6.2 13.0 19.7 26.8 34.4 100

Dispensary and SMI 21.9 18.7 22.2 20.3 16.9 100

Hospital PNltier 11.2 10.9 24.4 24.6 28.9 100

Source: EDAM, 1996.

35. The review of Government expenditures and subsidies on health, education, housing, and
flour suggests that their present levels and patterns are not conducive to effective poverty
reduction (see Table 5). Most programs are inefficient, i.e., the share of benefits received by the
poor is smaller than their proportion of the population. The Government has already taken steps
to correct this problem by substantially reducing housing allowances to public employees. A
further increase in efficiency could be achieved by:

(a) Reallocating resources from university education and hospitals to primary and
secondary education, health dispensaries, and preventive health.

(b) Promoting policies to increase the participation of women and the poor in
secondary and tertiary education (e.g., targeted scholarship programs).

(c) Implementing alternative mechanisms to finance tertiary education. To promote a
service economy, it is important to have an adequate number of university
graduates. However, given the tight budget constraint the Government faces and
the pro-rich focus of the university scholarship program, the Government should
means-test scholarships and support alternative financing mechanisms.

(d) Reassessing the baguette subsidy. This subvention is inefficient: the poorest 40
percent of population receive only 31 percent of the bread subsidy. The
wealthiest 20 percent of individuals gain 28 percent of the subsidy.

36. There are three main problems with Djibouti's social security system: (i) its very limited
coverage of the population; (ii) a bias toward the middle and upper classes; and (iii) the relative
generosity towards those who participate. To solve its financial problems, Djibouti's social
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security system needs to broaden the tax base. This requires a system of incentives to induce
contributors to pay contributions on their actual earnings, and to start a process of gradual
"formalization" of the activities that are currently outside the scope of taxation. Some possible
actions are:

(a) linking all social security benefits to the level of contribution.

(b) reducing the level of contribution paid by employers and employees.

(c) wage-testing family allowances.

C. INSTRUMENTS TO REACH THE POOREST

37. Poverty is so widespread in Djibouti that a long-term policy to address it should be
accompanied by short-term income transfer mechanisms to alleviate the poor's most urgent
problems. A poverty-reduction program should target (i) inhabitants of the slums of Djibouti-
ville and the homeless, (ii) populations of the districts outside Djibouti-ville and nomads, and
(iii) demobilized soldiers. These groups could be reached if they participated in labor-intensive
construction of public infrastructures. These activities not only generate employment
opportunity for the most vulnerable groups but also are consistent with long-term development
objectives. They could (i) directly impact Djiboutian standards of living (e.g., improvement of
water and sanitation infrastructures, construction of a water network, rehabilitation and
construction of schools and dispensaries; development of a system for the collection of urban
waste), (ii) result into higher levels of human capital, and (iii) increase Djibouti's
competitiveness as a regional service center for the Horn of Africa (e.g. construction of major
roads and other infrastructures).

38. Income-generating activities would also contribute to provide income support to the poor.
This Report highlights the potential of the fishing sector. Training young fishermen and
providing them with financial support can reduce unemployment, improve Djibouti's trade
balance, and reduce malnutrition.

Monitoring Poverty

39. The design and implementation of poverty-oriented social and economic policies in
Djibouti are made very difficult by the scarcity of relevant and reliable statistical data. To
effectively implement poverty reduction policies, it is essential to develop a permanent and
integrated poverty monitoring system. The poverty monitoring unit would be responsible for:

(a) implementing household surveys.

(b) monitoring the impact of social and economic policies on the poor's living
standards.

(c) disseminating all poverty-related information.
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PART I

STANDARDS OF LIVING AND HOUSEHOLD WELFARE





1. ECONOMIC AND SOCIAL CONTEXT

A. BACKGROUND

1.1 Djibouti, formerly the French territory of the Afars and the Issas, exists because of its
strategic location at the entrance of the Red Sea. The involvement of the French in the region
began in 1859, when they took control of the port of Obock, and continued with the
establishment of the port of Djibouti-ville in 1892 to provide facilities to French ships in transit
to Asia. Djibouti gained its independence from France in 1977, but France has still a large
influence in Djibouti. This is manifested by a large French military presence and substantial
assistance, including relatively high levels of direct budget support.

Djibouti: A City-state

1.2 The completion of the Franco-Ethiopian railway in 1917 prompted the growth of modem
Djibouti, a city-state heavily dependent on the port-the best-equipped in the region and linked
to Addis Ababa by train. The city and the port have a hinterland of 23,200 sq. km, occupying a
strategic location on the Horn of Africa. Djibouti acts as a regional service center for this area,
providing port and transport services for Ethiopia and banking services for Ethiopia and Northern
Somalia. The high degree of urbanization reflects the lack of natural resources and the urban
focus of economic activity. The terrain is largely semi-desert with little arable land. Average
annual rainfall is less than 125 mm, and Djibouti has no permanent rivers. Of its total area, less
than 10 percent is considered cultivable. Most of the land in Djibouti is volcanic, and Djibouti
has no economically significant mineral deposits or energy resources. Its only assets are its
strategic location, its natural harbor and associated infrastructure, and its access to relatively rich
fishing waters.

Population

1.3 Population figures are distorted by the large number of refugees and expatriates. The
(unpublished) 1983 population census indicates an estimated 270,000 inhabitants, including
refugees, nomads and expatriates. The World Bank Country Economic Memorandum (World
Bank, 1991) proposed a population estimate of 393,000 for 1986.

1.4 The last demographic survey, which took place in 1991 (Republique de Djibouti, 1992),
estimated the total population of Djibouti at 508,500, of which 98,800 were nomads, and 61,000
were foreigners (refugees and expatriates). In mid-1994 the United Nations estimated the total
population to be 570,000. The 1996 Household Survey on which this report is based, estimates
the sedentary population-excluding homeless and those living in temporary structures-at
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260,000 people, with 83 percent living in Djibouti-ville (215,000), 11.5 percent in urban areas
outside Djibouti-ville (30,000), and the remaining 5.8 percent living in rural areas (15,074).

1.5 Though the population estimates
differ markedly between the 1991 and Figurel.1: DistributionofPopulationby
1996 surveys, the distribution of Location
sedentary population by location is C

basically the same in both years (see 1
Figure 1.1.).' Assuming (i) a nomad CL 0.8 T
population of 110,000 in 1996, and (ii) a XI.i 0.6±
homeless and foreign population of X

50,000 in Djibouti-ville, we estimate the , 0.4-

total population in Djibouti to be 0.2 +1991

420,000. Using the 1983 population 0 i1996
0.

estimate, this corresponds to an average Rural Urban Djib Djibouti

armual population growth rate of over 11 outi-

percent. In 1991 the foreign population ville

was estimated at 61,400. Since then Location

many refugees have been repatriated by Source: Republic of Djibouti, 1991; and EDAM 1996.
the United Nations High Commission for
Refugees (UNHCR). Increased stability
in the region and soaring unemployment
in Djibouti-ville, suggest a reduction in the levels of immigration. One such indication is the
drastic reduction in the number of people living in single-family homes-mostly foreigners
living by themselves: 1 percent in 1996
vis-ia-vis 3 percent in 1991. Figure 1.2: Population: Official and EDAM

Estimates
1.6 The wide difference between the
official population estimates (620,000)2 700000

and the 1996 Household Survey 600,000

estimates (420,000) warrants additional 500,000

attention (see Figure 1.2). This .3 400,000 oedentary

controversy can only be solved by the 200,000 lNomad
population census planned for 1998-99. 100000 
The results presented in this report are 0o

based on the Household Survey estimates E E

-the only available data set to a S 
investigate poverty issues. The reader
should always keep in mind the large
differences between the population
estimates used in this report and the I

This issue is discussed in detail in Chapter 2 and Appendix 2, where other survey statistics are compared to
national values to check the accuracy of the Survey.

2 Central Bureau of Census.
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official population estimates.

B. INTERNATIONAL CONTEXT

1.7 Djibouti is rated as a lower- middle-income country, with an average per capita income of
US$780 for 1993. However, estimated living standards are distorted by the high cost of living
(Djibouti fulfills its needs largely by imports) and the coexistence of a large and well-paid civil
servant community. The fortunate minority working in the formal sector, essentially
Government and service sectors, have relatively high incomes. This group, which represents less
than 30 percent of the population, had an estimated GNP per capita of over US$1,000 in 1993.
The rest of the population had an estimated GNP per capita of roughly US$310. Moreover,
international comparisons of income are distorted by high wage and price levels. Most goods are
imported by air from France and Saudi Arabia, resulting in high consumer prices in Djibouti,
relative to Ethiopia. (See Chapter 2 for a comparison of prices with Ethiopia).

1.8 Most Djiboutians live at the subsistence level, and living standards are comparable with
areas across the border in Ethiopia. In 1992 Djibouti ranked 13th from the bottom among 114
countries, according to the basic needs index presented in Jazairy et al. (1992). Table 1.1
compares some of Djibouti's social indicators with those of neighboring countries. Literacy is
higher than in Yemen and the Sub-Saharan average; infant mortality is lower than in Ethiopia
and Yemen, but significantly higher than the average for Sub-Saharan Africa; life expectancy is
slightly lower than the regional average.

1.9 Wide income disparities in Djibouti, and high wage and price levels relative to its
neighbors, are reflected in Djibouti's poor social indicators, compared to non-African countries
with similar per capita GNP levels. Table 1.1 shows that literacy rates and life expectancy are
much lower and infant mortality is much higher in Djibouti than in the lower middle-income
countries group.

Table 1.1: International Comparison of Some Social Indicators

Literacy Rate Female Infant Mortality Life
(aged 15 or more) Literacy (per 1000 live Expectancy

(Percent) (Percent) births) (Years)

Djiboutial 54 42 113 49

Ethiopiab' 62 N/A 117 48

Yemen' 38 26 117 51

Sub-Saharan Africab/ 50 48 93 52

Lower Middle Incomeb' 81 N/A 39 67

Source: EDAM and Social Indicators of Development (World Bank, 1995).
a/ EDAM, 1996.
b/ Most recent estimate for 1988-1993.
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C. ECONOMIC CONTEXT

Economic Structure

1.10 Djibouti's economic structure is dominated by the service sector (see Table 1.2). In 1994
over 70 percent of GDP originated from the service sector (port, airport, railways, banks, and
public administration). Public administration alone accounts for roughly 27 percent of GDP.
The productive sector is comparatively small. Agriculture and industry are poorly developed,
owing to the harsh climate, high production costs, and limited natural resources. The agriculture
and manufacturing sectors (excluding the energy sub-sector) account for only about 5 percent of
GDP. Most formal economic activity is undertaken by the Government, either directly or
indirectly via public enterprises. The state is the sole owner of the port, airport, water, power,
and telecommunication companies. Private sector activity is limited to commerce (banking,
trade, road transport); there is also an informal sector, which undertakes informal trade with
Northern Somalia and Ethiopia.

Table 1.2: Value-added by Sector, 1994

Sector Share of GDP
(Percent)

Primary 2.9

of which agriculture 0.2

of which fishing 0.1

Secondary 8.2

of which food processing 2.5

of which energy 5.3
Tertiary 72.1

of which administration 26.9

of which transport and telecommunications 17.5

of which financial institutions 4.6

of which commercial establishments 10.7

Source: Government of Djibouti data.

1.11 Djibouti's real economy is essentially based on providing services to the French military
and on trade with Ethiopia and Somalia. While the country emphasizes the development of
human resources as a means to advance its economic development, educational attainment is
low. Progressive liberalization of the economy demands higher education levels to support the
modernization of the productive sectors.
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1.12 The Djiboutian economy is extremely open: foreign trade represents over 50 percent of
GDP. Djibouti has an open trading system and an exchange system free of restrictions. The
country has a currency board arrangement, under which currency in circulation cannot exceed the
amount of foreign exchange reserves. Since 1949 the nominal value of the Djibouti franc has
been linked to the US dollar at a fixed parity of Fdjl77.721/1US$1. This has important
implications for economic policy, as it imposes strict limits on the ability of the Government to
finance its fiscal deficit.

1.13 Djibouti is highly dependent on foreign assistance and usually has a high structural deficit
in both its balance of payments and fiscal positions (see Table 1.3). At US$ 209 per capita in
1993, Djibouti had the fifth highest ODA per capita in Sub-Saharan Africa. In 1991 Djibouti
received over US$ 100 million in net foreign financing, equivalent to roughly half the imports
for domestic use. Effectively 50 percent of Djibouti's domestically-consumed imports were
financed by foreign official inflows, primarily grants. The Djiboutian budget was equally
dependent on foreign financing. In 1991 external financing for the budget amounted to US$ 64
million, equal to roughly one-third of total government expenditures. The very high levels of
direct budget and balance of payments support that Djibouti has traditionally enjoyed have been
particularly important. In 1991 for example, Djibouti received US$ 28 million in direct budget
support, an amount equal to 6 percent of GDP. The extraordinary level of these foreign inflows
has permitted Djibouti to maintain a standard of living considerably higher than would have been
possible from its own resource base.

1.14 France has been the major source of these foreign inflows, providing virtually all the
direct budgetary and balance of payments support. This reflects French interest in the country,
which is most visibly manifested in a sizable military presence, and reflects Djibouti's perceived
strategic importance. In addition to financial transfers, the French affect the economy directly
through purchases of local services.

Past Performance

1.15 Djibouti's historical economic performance has been poor. Between 1977 and 1991 total
GDP measured in constant prices increased only 16.5 percent, implying an average annual
growth rate of just over 1 percent per year. With natural population growth estimated at 3
percent per year, this resulted in a steadily declining GNP per capita from an estimated US$1,505
in 1978 (at 1993 prices) to US$854 in 1991 (at 1993 prices).

Recent Economic Developments

1.16 The economic situation changed in 1991, as the Djiboutian economy was subjected to a
series of exogenous shocks. First, there was a sharp inflow of an estimated 120,000 refugees,
from neighboring Somalia and Ethiopia. This inflow put substantial strain on public services.
Second, in the wake of disputed multi-party elections in 1992/93, civil unrest broke out, resulting
in armed conflict between the two main ethnic groups in Djibouti (the Issas and the Afars) which
continued until 1994. This conflict resulted in a sharp increase in military expenditures, as the
armed forces were increased from 4,000 to 16,000 in roughly one year. Third, growing
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budgetary pressures in donor countries, together with concerns about overall economic
management, gave rise to a sharp reduction in direct budgetary support. Direct budgetary
transfers, which had been in the order of US$50-60 million per year, fell to US$43 million in
1993, US$24 million in 1994, and US$27 million in 1995. Finally, Djibouti faced increasingly
competitive pressure in providing transport services to the region, notably the port of Assab
(Eritrea).

Table 1.3: Key Indicators, 1991-95

Key Indicators 1991 1992 1993 1994 1995w
Nominal GDP growth 7.3 3.1 0.3 3.4 -0.7
Nominal GDP growth per capita c/ 4.3 0.1 -2.7 0.4 -4.4
Inflation (Expatriate Consumer Price Index) 6.8 3.4 4.4 6.5 4.9

Total consumption /GDP 110.2 113.3 106.9 108.8 103.0
Gross investmentlGDP 14.4 19.5 17.9 11.7 8.6
Resource balance/GDP -24.6 -32.8 -24.7 -20.5 -11.6

Government revenues/GDP 25.8 26.9 28.4 29.6 29.1
Government expenditure/GDP 41.0 51.0 50.1 43.0 36.3
Government deficit (excluding grants)/GDP -15.2 -24.1 -21.8 -13.4 -10.1
Government deficit (including grants)/GDP -3.0 -11.7 -13.0 -8.4 -8.1

Exports/GDP d' 3.7 3.3 2.6 4.0 2.8
Imports/GDP e 42.1 44.4 41.8 39.3 36.1
Current account (excluding grants)/GDP -24.4 -33.0 -25.0 -21.2 -20.4
Current account (including grants)/GDP -4.6 -15.2 -6.6 -8.2 -3.7
Source: Data provided by the Djibouti authorities; staff estimates.
a/ In percentages unless otherwise indicated
b/ Preliminary
c/ Excludes increase from refugee influx
d/ Domestically produced
e/ For domestic use

1.17 These exogenous factors contributed to a major deterioration in Djibouti's economic
situation. With reduced demand for port services, total nominal GDP growth is estimated at 10.5
percent between 1991 and 1995. This is below the rate of inflation, implying negative real
growth.3

1.18 Even more dramatic was the worsening in Djibouti's financial situation. The refugee
inflow and the armed forces mobilization resulted in sharp increases in Government expenditures
which increased ten percentage points between 1991 and 1992 (see Table 1.3). With
Govermnent revenues already relatively high (26 percent of GDP), the result was a virtually
identical increase in the fiscal deficit. This larger internal imbalance was mirrored in a

3Since 1992 the only price index available has been an expatriate consumer price index which increased over 22
percent between 1992 and 1995.
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deterioration in Djibouti's external position, as the current account deficit (exclusive of grants)
widened by roughly 9 percent of GDP.

1.19 The Government met the widening deficits by drawing on its credit position at the
Banque Nationale de Djibouti (BND). However, in 1993, the Government was forced to resort
to forced borrowing from the more liquid parastatals, and accumulating arrears to close the
financing gap. The financial situation worsened and the Government reduced its operating and
development expenditures to sustain the higher level of recurrent expenditures.

1.20 By 1995 the financial situation had become untenable. The Government had exhausted
its access to the BND, and the more profitable parastatals had been drained of funds by forced
borrowings. Operations and development expenditures had been cut back to levels inconsistent
with the functioning of the Government, and domestic revenues were virtually absorbed by
wages.

1.21 In this context the Government entered into discussions with the IMF and the World
Bank regarding a structural adjustment program. These discussions led to the approval, in April
1996, of a one year stand-by arrangement with the IMF, with the objective of stabilizing the
fiscal situation. To this end, the Government implemented a number of expenditure reduction
measures, most notably a series of actions designed to reduce the wage bill by 20 percent.
However, over the medium term, the Government confronts the additional challenge of
developing new sources of growth in the economy. With foreign assistance, particularly direct
budget support, unlikely to return to levels of the past, this entails increasing the efficiency of use
of domestic resources, particularly by enhancing the competitiveness of the Djiboutian economy
in the provision of services to countries in the region, notably Ethiopia.

D. THE REPORT

1.22 Djibouti's social indicators show that the efforts required to surmount gaps in social well-
being are enormous-and recent economic performance has been poor. Djibouti faces a
substantial challenge in implementing its agreement with the IMF. The problem of poverty
reduction remains significant and, over the medium term, the Government must develop new
sources of growth in the economy. This report analyzes the nature and extent of poverty in
Djibouti, and the distinguishing characteristics of the poor. The final goal is to propose a set of
measures to reduce poverty and minimize the short-term social effects of structural adjustment.



2. DJIBOUTI: POVERTY PROFILE

A. MEASURING AND DETERMINING POVERTY

2.1 To formulate and implement a comprehensive strategy to combat poverty, it is essential
to identify the poor. There are, however, many dimensions to poverty. This chapter identifies
poverty with consumption deprivation and with the findings of the 1996 Participatory Poverty
Assessment (PPA) Survey. Because many aspects of household well-being are not adequately
captured by consumption-based measures, Chapters 3 and 4 include supplementary information
on human resources development, and access to social services. These chapters discuss life
expectancy, infant mortality, access to primary and secondary education, and access to health
services and drinking water.

Sources of Data

2.2 Household Survey. The quantitative analysis for this poverty profile is based on the
1996 Enquete aupris des m6nafes (EDAM), conducted by the Bureau of Statistics of the
Government of Djibouti (DINAS). This Survey covered 2,400 households in rural areas, urban
areas outside Djibouti-ville, and Djibouti-ville itself (details are presented in the Appendix to this
chapter). The questionnaire captured data on consumption, income, and assets. The actual
surveying was undertaken between February and July, 1996. This Survey is the primary source
of data for the Poverty Profile.

2.3 EDAM is a nationally representative survey of the "sedentary populations" of Djibouti,
where sedentary is defined in a strict sense. The Republic of Djibouti comprises a nomadic and a
sedentary population; the latter includes many temporary structures, and homeless people not
included in the Survey.2 EDAM does not include the nomads. The exclusion of three highly
impoverished and vulnerable groups-nomads, homeless, and those living in temporary
structures-implies that the results of the Survey cannot be used to represent the overall
characteristics of Djibouti. The fact that a sizable proportion of the poor was excluded from the
Survey should always be remembered while reading the report. These three groups are believed
to have significantly lower standards of living than the rest of the population. Therefore, the
results from EDAM 1996 on poverty, inequality, and standards of living are likely to present an
over optimistic picture of the situation in Djibouti. The inclusion of these population sub-groups

The Survey was done with technical assistance from the World Bank, and with financial support from UNICEF,
AfDB, UNDP, and the Norwegian and Belgian Governments.

2 The Survey was meant to cover all those living in settled quarters, but in some enumeration areas many
"makeshift" houses were excluded (Digby, 1997).
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would have the effect of increasing the percentage of poor, increasing inequality, and yielding
lower social indicators, such as lower literacy rates or higher malnutrition rates.3

2.4 Participatory Poverty Assessment. The Household Survey was complemented by a
Participatory Poverty Assessment (PPA) undertaken in October, 1996. The participatory data are
not substitutes for the Household Survey data but rather help to enrich and deepen the
understanding of the poor's constraints and priorities. The study targeted three groups not
covered by EDAM: (i) the homeless, (ii) the refugees, and (iii) the nomads. In addition, the PPA
tried to better understand the constraints and survival strategies of a fourth group: the slum-
dwellers of Djibouti-ville.

2.5 The measurement of consumption poverty involves three distinct steps. First, one has to
choose a criterion by which to rank households. Second, one has to determine a poverty line to
distinguish poor from better-off households. Third, one has to decide which aspect of
households below the poverty line to look at: do we care most about the number of households
below the poverty line (incidence), or how far below the poverty line their consumption lies
(depth)? In other words, what poverty index should we use?

How to Rank Households

2.6 A vast economic literature suggests that ranking households' welfare by level of
consumption of goods and services, as proxied by expenditures, is preferable to ranking by
income. Glewwe and van der Gaag (1990) present a set of alternative indicators to measure
poverty: they argue that the best indicator is household consumption. Some adjustment is
required for the household-level figures to reflect the well-being of individual members of the
household. A common approach in the literature is to divide the household variables by the
number of household members. This approach implicitly assigns the same weight to every
member of the household, disregarding that, for example, a child's nutritional needs are different
from those of adults.

2.7 This poverty profile uses expenditures per adult equivalent as a measure of
households' economic welfare. The deflation by the number of adult equivalents in the
household adjusts for the fact that families of different size and composition may have different
needs. In the absence of estimated equivalence scales for Djibouti, this report follows the
approach used by Collier et al. (1986). Economies of scale and size are accounted for by using
the Engel food scales estimated by Deaton (1980).4 Differences in family composition-gender
and age-and nutritional needs are accounted for by using the caloric requirements by age and
gender for East Africa (Latham, 1965). Table 2.1 presents the correlation coefficients between

3 We simulated the effect on the poverty and inequality estimates of including nomad and homeless population
groups. We considered several scenarios regarding the population numbers and levels of expenditure.
Appendix 2 presents detailed results of the simulation.

For example, to cook a meal for two persons does not require double the amount of energy needed to cook a meal
for one person.

5 See Appendix 2 for details on how to compute the household specific equivalence scale.
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deflated expenditures, using Table 2.1: Sensitivity Analysis to Alternative
three alternative definitions of Equivalence Scales: Correlation Coefficients
household equivalence scales:
the equivalence scale used AES 1 .9854 .9643

throughout this study (AES), a WHO .9854 1 9779
per capita equivalence scale PC .9643 .9779 1
(PC), and an equivalence scale Source: Staff estimates from EDAM, 1996.
based on the WIO scales

6(WHO). As the table shows, using the AES defined in this report or per capita expenditures
would have produced very similar results. The consumption measure includes the imputed value
of owner-occupied dwellings; however, it fails to include in-kind consumption and the
consumption of food away from home, a gap in the expenditure data collected by the Survey.

2.8 An additional difficulty in comparing expenditures across different households is that
prices may vary across different regions of the country. A household welfare measure must
always be adjusted to take regional price variations into account. Unfortunately, data on regional
prices are not available. However, the next section shows that the conclusions presented here are
not likely to be sensitive to regional price deflation and in a country the size of Djibouti, regional
price differences are likely to be unimportant.

The Poverty Line

2.9 Poverty has different dimensions. To distinguish poor households from non-poor (or
better-off) households by consumption deprivation requires determining a poverty line (the level
of welfare below which one is considered poor). Djibouti has no current official absolute
poverty line. Because the choice of a given poverty line may affect the findings of the analysis,
for the purpose of this Poverty Profile we set two distinct poverty lines, as an in-built sensitivity
test. In addition, using different poverty lines allowed us to highlight the different characteristics
of poor people; many studies distinguish the extremely poor within the broader category of poor
people. These extremely poor groups should constitute the primary target of poverty-reducing
interventions.

2.10 This Poverty Profile follows the traditional "basic need" approach to set poverty lines for
developing countries.7

(a) Very-poor or Indigent (extreme poverty). The first poverty line is set at Fdj
100,229 (US$566) per year per adult equivalent. Households whose members
consume less than Fdj 100,229 per adult equivalent per year are classified as very-
poor or indigent. This poverty line corresponds to the cost of the basic food
basket, ensuring that the recommended food energy intakes of 2,100 calories/day

6See Appendix 2 for more detailed results and additional definition of equivalence scales.

7Appendix 2 presents details on estimating the poverty lines.
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per adult equivalent are met.8 Below this level, household survival may be
threatened; individuals cannot maintain the needed level of caloric consumption,
even if all expenditures are for food. We define this level of expenditure as the
indigence or extreme poverty line (EPL). The choice of food as an indicator of
economic well-being is based on Engel's observation that the standard of living of
a household can be deduced by the share of the household expenditures spent on
food.9

(b) Poor (soft-core poverty). The(b) Por (sft-cre poerty) The Figure 2.1: The Very-poor, the Poor
second, and higher, poverty line Fu 2 the Ver-poor
(soft poverty line (SPL)), is set at and theNon-poor
Fdj 216,450 (US$1,223) per year
per adult equivalent. This poverty orAES<Fdj 21.4

line is estimated by augmenting the Non-Poor S 216

indigent poverty line by an S>Fd 216A 3
allowance for non-food con- AEs<Fdj 100.229

sumption, consistent with the
behavior of the households in the
second welfare quintile.10 All
households whose adult-equivalent
expenditure is less than Fdj 216,450 constitute what we define as poor or soft-
poor. By definition, the group of the poor includes the very-poor (see Figure 2.1).

(c) Non-poor. People were classified as being non-poor (or better-off) if they lived
in households with adult equivalent expenditures greater than Fdj 216,450 per
year per adult equivalent.

8
The typical diet was constructed on the basis of the food consumption pattern of the second quintile of the 1996

sample. The methodology used is described in more detail in Appendix 2.

This general concept is also recognizable in Sen's non-welfarist capability approach: only if the entitlement to
food is ensured, can an individual enjoy positive freedom. Esawaran and Kotwal (1994) show that this
assumption of preferences is not rejected by the empirical evidence for rural India.

10 Since the households in the second quintile spend on average 46 percent of their budget on food items, the food
poverty line was multiplied by 2.15 (1/0.46) to obtain this poverty line.
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2.11 The poverty lines Table2.2: Prices(inUS$)forBasicFoodItems:
may seem excessively high Comparison Between Ethiopia and Djibouti, 1996
in the Sub-Saharan Africa
context. In the absence of Food Item Ethiopia Djibouti Ratio
Purchasing Power Parity Djibouti/Ethiopia
estimates for the exchange Milk (Liter) 0.38 1.93 5.1
rate, we compared the cost Pulses (Kg) 0.51 1.1 2.2
of some basic food items in Potatoes (Kg) 0.33 0.66 2.0

Bread (Kg) 0.59 0.63 1.1
Djibouti with the cost of Pasta Products (Kg) 0.76 1.66 2.2

equivalent items in Fruits and 0.26 1.20 4.6
Ethiopia.' Table 2.2 pre- Vegetables (Kg)
sents the results of this Oil (liter) 2.13 2.70 1.3

c *mpanson. Although Meat (Kg) 1.61 4.57 2.8
companlson. Although
these are rough estimates, it Note: Bread in Djibouti is subsidized.
is clear that prices in Djibouti are much higher than in Ethiopia.12 The cost of living in Djibouti
may be as much as 2.5 times higher than in neighboring Ethiopia. Therefore, a poverty line of
US$566 in Djibouti corresponds to a poverty line of US$226 in Ethiopia; and a poverty line of
US$1,223 in Djibouti is, at best, equivalent to US$489 in Ethiopia. These "real" poverty lines
are hardly high by international standards.

Choice of Poverty Index

2.12 This Poverty Profile will compute two poverty indices: the head count ratio and the
poverty gap index. These two indices measure different aspects of poverty. The head count is
the simplest measure of the incidence of poverty. It measures the proportion of people (or
households) whose adjusted equivalent consumption is below the pre-set poverty line. This
measures has two shortcomings. First, it ignores gains and losses among the poor. Second, it
does not differentiate between those with an income of nearly zero and those with an income
close to the poverty line. The poverty gap index measures the distance (gap) between the income
of the poor people and the poverty line. It gives a measure of the average income of those with
incomes below the poverty line, or the depth of poverty. An advantage of the poverty gap index
is that it measures the amount of transfers that would be necessary to end poverty, if perfect
targeting were possible.' 3

The results in this paragraph underscore the importance of Purchasing Power Parity Estimates for the exchange
rate for the Djiboutian franc.

12 The price ratio covers only tradables. Information is not available to assess whether the disparity would increase
if non-tradables were to be included.

13 The Poverty Gap Index is given by PG = (1/ n) l (z - yi) / z, where z is the poverty line, y, is the

income of the ith poor, n is the total population, and q is the population with expenditure below the poverty
line.
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B. THE SIZE AND DISTRIBUTION OF WELFARE IN DJIBOUTI

Levels of Expenditure

2.13 This section examines household expenditure levels and inequality, two major
determinants of poverty. Expenditures per adult equivalent are widely used as a basic indicator
of welfare standards. Estimates from EDAM show that in Djibouti as a whole, adult equivalent
expenditures averaged Fdj 319,850 per year in 1995-96, which is roughly equivalent to
US$1,800 (see Table 2.3).14 However, this average masks wide differences in consumption
standards between different population groups.

Table 2.3: Levels and Distribution of Expenditures According to Type of Household, 1996

Welfare Group Location

Total Very-poor Poor Non-poor Djibouti- Urban Rural
ville

Per Capita Expenditures 217,968 47,058 91,680 313,589 236,236 155,507 108,609
(Fdj/year)a/
Adult Equivalent 319,850 70,522 139,112 456,698 346,684 230,913 154,207
Expenditures (Fdyyear)a/
Gini Coefficient 39.5 21.0 21.4 32.8 38.0 37.5 39.3

a/ Averages are computed at the household level.
b/ Households were ranked by adult equivalent expenditure.
Source: Staff estimates from EDAM, 1996.

Distribution of Expenditures

2.14 The inequality between rural and urban areas is a matter of concern. There is a wide
disparity between the rural and the Djibouti-ville population; adult equivalent expenditures in
Djibouti-ville are more than double those in the rural areas. On average a rural Djiboutian
spends the equivalent of US$867 per year per adult equivalent: a counterpart living in Djibouti-
ville spends on average US$1,950 per year per adult equivalent.

14 All dollar estimates use the exchange rate of US$1 =Fdj 177.721.
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2.15 There are marked disparities in the
distribution of consumption across welfare Figure 2.2: Average Expenditures, 1996
groups. According to the 1996 Survey,
the wealthiest 20 percent of the population w7,0T
has a per adult equivalent consumption X

more than seven times higher than that of a 400.000

the poorest quintile. In 1996 the 30,000

wealthiest 20 percent of the Djiboutians 200,000 

(fifth quintile) controlled 50.6 percent of @ 0oo0o0M
total expenditure, while the poorest 20 LL 0 

percent (first quintile) controlled only 5.8
percent. _

Welfare Group

2.16 Identifying inequality is not just a
matter of comparing the first and fifth Source: EDAM, 1996.
quintiles of the population. The Gini
coefficient is used in this poverty profile to assess the inequality of the welfare distribution in
Djibouti, and to allow comparisons with other countries.'5 The Gini coefficient estimates show
that inequality is higher among the overall population (Gini of 39.5 percent) than among the
very-poor, the poor, or the better-off. Table 2.3 shows that rural and urban areas have similar
levels of inequality but have very different levels of expenditure.

2.17 It is interesting to study the Table 2.4: Decomposition of the Theil Index
contribution of different groups to total
inequality. In what follows we de-
compose the Theil index for Djibouti Djibouti- Other Rural Between
among different locations (Djibouti-ville, vile Urban Groups
Other Urban, and Rural), and different Theil 25.6 26.4 29.3 2.1

occupations of the household head Weight 0.89 0.08 0.03 1

(heads who have not worked in the 12 Ttl2.
months priorto thae inoteorvew itheas wo Source: Staff estimates from EDAM, 1996.
months prior to the interview, heads who
work for the public sector, heads who work for the formal private sector, heads who work for the
informal private sector, and heads who have other jobs). Table 2.4 decomposes the Theil index
among different locations. 6 Expenditure inequality is highest in rural areas and lowest in
Djibouti-ville. Yet, inequality in Djibouti-ville determines almost 90 percent of total inequality;
and inequality between the three different locations accounts for approximately 8 percent of total
inequality. If we decompose inequality according to the occupation of the head, the results
indicate that households with a unemployed head have the second highest level of inequality,
while households with a head working in the informal private sector have low levels of

15 The Gini coefficient is an index of inequality. When an income distribution is perfectly equal the Gini
coefficient reaches the value of zero. If the income is concentrated in the hands of a single agent (perfect
inequality) then the Gini coefficient is equal to one.

16 The Theil index is an index of inequality (see Appendix 2 for definition).
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inequality (because their income is uniformly low). Between groups inequality accounts for
approximately 8 percent of total inequality (see Appendix 2).

2.18 With a Gini coefficient of 39 percent, Djibouti has
one of the most equitable distributions of welfare among Table 2: Inernatina
the 40 developing countries for which Gini coefficient Comparisonof InequaitUsing
estimates are available (see Table 2.5). Inequality is lower
than in other Sub-Saharan countries but higher than in the Country Gini
industrialized economies. Sweden (1992) 32.4

Hungary (1993) 27.9
2.19 EDAM 1996 excluded some of the poorest Poland (1993) 33.1

households in Djibouti. If the Survey estimates were to Germany (1990) 28.0
include the nomads and homeless, the simulation results U.S.A. (1991) 37.9Djibouti (1996) 39.5
indicate that the Gini coefficient could be as high as 49 Jordan (1991) 40.7

percent, and probably would not be lower than 44 percent Peru (1994) 44.9

(it would be 5 to 10 percentage points higher than the Lesotho (1987) 56.1

reference value obtained using EDAM). This would, Kenya (1992) 54.4
however, still place Djibouti among the most equitable Brazil (1989) 59.6
African countries. Botswana (1986) 57.4Source: Chen et al. (1993); EDAM,

1996; Bishop, Formby, and Smith

C. INCIDENCE AND DEPTH OF POVERTY (1991); Deininger and Squire
(1996).

2.20 This section looks at poverty in Djibouti according to the two measures outlined in
paragraph 2.12. Table 2.6 displays the extent of poverty under the two measures by location of
the household when adult equivalent expenditures are used to rank households.

Table 2.6: Two Different Poverty Indices and Two Poverty Lines, by Location of
Household, 1996

Head Count Poverty Gap
(percent of population) (percent)

Sedentary Very-poor Poor Very-poor Poor
Population
(Number)

Djibouti-ville 215,000 6.2 39.1 1.6 12.3
Other urban 30,000 17.8 67.2 5.1 27.1
Rural 15,000 45.1 86.5 16.0 45.1
All 260,000 9.8 45.1 2.9 15.9
Source: Staff estimates from EDAM, 1996.

(a) Incidence of Poverty. Assuming a sedentary population of 260,000, 25,480
people (9.8 percent) are estimrated to live in extreme poverty; and 117,260 (45.1
percent) are estimated to live in soft-core poverty. As can be seen in Table 2.6,
the incidence of extreme poverty is more than seven times higher in rural areas
(45.1 percent) than in Djibouti-ville (6.2 percent).
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(b) Depth of Poverty. If perfect targeting were possible, the minimum amount of
transfer payments required to eliminate poverty in Djibouti in 1996 would have
been Fdj 34,416 (15.9 percent x Fdj 216,450) per year per adult equivalent for the
higher poverty line, and Fdj 2,907 per year per adult equivalent for the lower
poverty line. Assuming a total sedentary population of 260,000, the total poverty
gap is estimated to be Fdj 755.8 million at the extreme poverty line and Fdj 8.9
billion at the soft-core poverty lines. These amounts, when estimated in dollars,
correspond to approximately US$4.2 million and US$50.4 million, for the higher
and lower poverty line respectively. It is interesting to compare these figures to
the Official Development Assistance (ODA) from all donors, which amounted to
US$129 million in 1994.

2.21 Coverage of EDAM, 1996. The EDAM Survey covered only sedentary populations.
However, results from the PPA indicate that the groups not covered-homeless, nomads, and
refugees-are extremely vulnerable; arnong them poverty rates are likely to be much higher,
affecting nearly everyone. Therefore, the results in the previous paragraph, and throughout this
report, are likely to underestimate the true extent of the poverty problem in Djibouti. According
to the results in Table 2.3, 9.8 percent of the population live in extreme poverty and 45.1 percent
of the population live in poverty. According to the simulation results when homeless and
nomads are included, 60 percent of the population is estimated to live in poverty, and about 20
percent is estimated to live in extreme poverty (see Table 2.7).

Table 2.7: Two Different Poverty Indices and Two Poverty Lines-Results from 1996
(percent of population) 17

Poverty Index Poverty Line EDAM 1996 Scenario la/ Scenario 2D' Scenario 3c'
Head Count Extreme Poverty 9.8 27.4 34.5 45.9

Line
Soft Poverty Line 45.1 62.7 64.9 67.6

Poverty Gap Extreme Poverty 2.9 6.8 10.0 14.4
Line
Soft Poverty Line 15.9 29.5 32.6 37.3

a/ Scenario I assumes a nomadic population of 73,000 and a homeless population of 50,000.
b/ Scenario 2 assumes a nomadic population of 110,000 and a homeless population of 30,000.
c/ Scenario 3 assumes a nomadic population of 110,000 and a homeless population of 70,000.
Source: Staff elaborations from EDAM, 1996.

2.22 Location Affects Opportunities and Households' Well-being. The division of
households into three different zones-Djibouti-ville, urban areas outside the capital, and rural
areas-allowed us to infer some perspective of the spatial distribution of poverty. Poverty is
more widespread and deeper in Djibouti's rural areas and in the urban areas outside Djibouti-
ville than in the capital city. (See Table 2.6).

17 Detailed results for 16 different scenarios are presented in Appendix 2.
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(a) The head count ratio indicates that 86.5 percent of sedentary people living in
rural households (13,000 people) are poor, and 45.1 percent (6,800 people) are
very-poor. For households living in urban areas excluding Djibouti-ville, these
values are 67.2 percent (20,000 people), and 17.8 percent (5,300 people),
respectively. Finally, 45.1 percent (96,965) of the people living in Djibouti-ville
are poor, and 9.8 percent (21,000) are very-poor.

(b) Not only is poverty more concentrated in the rural areas: it is also deeper. Using
the extreme poverty line, we see that the depth of poverty is about 10 times
greater in rural areas than in Djibouti-ville. The gap between the poverty line and
the average expenditures of the rural poor is 45 percent, while it is 27 percent for
the urban poor, and 12 percent for the Djibouti-ville poor.

2.23 Incidence of Poverty and Extreme Poverty Are Overwhelmingly Rural, but the
majority of the Poor Live in Djibouti-ville. Using the percentage share of population and the
incidence of poverty in each location, one can calculate how much each area contributes to
national poverty. Twenty-seven percent of the poor live in rural areas; 21 percent in urban areas
outside the capital; and 52 percent, in Djibouti-ville. The dissimilarity between the contributions
of rural and urban areas is even higher when using the extreme poverty line: 72 percent of the
poor live in Djibouti-ville, 17 percent in other urban areas, and 11 percent in the rural areas (see
Figure 2.3). This finding seems to contradict the results of Table 2.6 (that show that a very large
fraction of the residents of rural areas are classified as poor or very-poor). The reason why the
great majority of the poor and very-poor live in Djibouti-ville is that 80 percent of the total
population lives in Djibouti-ville.

Figure 2.3: Contribution to Total Poverty by Location, 1996.
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0
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Population in Poverty

Source: Staff estimates from EDAM, 1996.
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How Robust are the Findings?
Figure 2.4: Poverty Incidence Curve

2.24 It is important to assess the
robustness of poverty comparisons.
Figure 2.4 displays the poverty 1 216,450

incidence curve (Ravallion, 1992) for Fdj 100,229 (SPL)
90 (EPL)

Djibouti-ville, the other urban areas, ° 80 ,

and the rural areas. Each point in the 70
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unambiguous results. For any poverty come pe Adlt Eqi-olet. FD/yeqr X10

line and any poverty index, incidence
of poverty for the rural areas is always Source: Staff estimates from EDAM, 1996.

higher than in Djibouti-ville and other
urban areas.

2.25 "One of the most common, and potentially serious problems is how to make comparisons
of what a given unit of money is worth to poor people, in one place versus another" (Ravallion,
1996:201). If regional price indices were available, it would be possible to adjust expenditures in
different locations for differences in the levels of prices. Since prices of some goods and services
may differ widely within the country, we analyzed the sensitivity of the results on the assumption
that prices in rural areas may be lower than in Djibouti-ville. The results (see para. 2.7) indicate
that rural areas have a larger share of the population living below the poverty line. Since
expenditures were not deflated to account for spatial price differences, if prices are lower in rural
areas, their consumption in real terms is underestimated. We studied what adjustment to the
price index would be necessary to equalize the fraction of the poor in urban and rural areas and
found this price differential would have to be unrealistically high (prices in rural areas would
have to be close to one third of prices in urban areas; see Figure A2.24 in Appendix 2). We
conclude that the results in this poverty profile are robust to a range of differences in the cost of
living between the urban and rural areas.
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D. TARGETING THE POOR

Box 2.1: Targeting Indicators

The idea here is that targeted policies will deliver poverty alleviation at much lower fiscal costs and are therefore
preferred... Faced with the high leakage costs of completely untargeted policies and the high administrative costs of
very finely targeted policies, we are left with the option of an internediate position where certain easily observable
characteristics are used to target... Suppose, then, we have chosen a small number of policy relevant disaggregation
of the population-region is the most obvious candidate...-Which region should have priority for a favorable policy
stance in terms of investmnent or [welfare] increasing measures? In posing this question it is understood that there
will be leakage since both rich and poor in the category will benefit-this is unavoidable if fine targeting is not
possible. However, by prioritizing categories we can minimize the leakage.

Clearly the policy stance should favor the category whose improvement in income status will have the maximum
impact on the poverty at the national level... The first set of targeting rules are derived under the...assumption that
fruits of the policy are shared equally by all in the targeted sub-group; that is, incremental income is distributed
equally, so that the poor benefit proportionally more. In this case it can be shown that if the objective is to minimize
P,a at the national level then the categories should be prioritized according to the values of l ... If it is felt that in
fact the fruits of income increases are not shared equally, then an alternative scenario can be considered-where all
incomes increase in the same proportion, so that the rich benefit more than the poor in absolute terms. For this case
it can be shown that if the objective is [to minimize ] Pa at the national level, then the group should be ranked
according to [Pj,,- } Pj,,]/Yj, where Yj is the mean income in group j. Essentially, the targeting indicator...gives the
impact on national poverty of an increase in category j's income which is absorbed by individuals in the category in
proportion to their current income... If a category retains priority [according to both criteria], and for a range of a
values, then in the policy context we can say with confidence that policy instruments should be directed to favor that
category.

Source: Grootaert and Kanbur (1990).

2.26 The priority is to target rural households. According to the poverty measures displayed in
Table 2.7 for different regional groups, and assuming that all households within a given sub-
population will be equally affected by the targeting policy, if the objective is to minimize the
depth and severity of poverty, then the policy instruments should be directed to favor first rural
villages, then urban areas outside the capital city, and lastly Djibouti-ville. Even if we assume
that the benefits of the intervention will not be shared equally by all households within a given
sub-population, we arrive at the same priorities.

E. VULNERABLE GROUPS: REFUGEES, NOMADS, AND STREET CHILDREN

"Djibouti-ville-sponge destined to absorb the misery overflowingfrom the Horn of Africa"
Schwartz (1993)

2.27 For several decades, the Republic of Djibouti, and especially Djibouti-ville, has
experienced sudden, unexpected, and important population changes. Refugees from neighboring
countries have come to live in camps or to live "underground" in Djibouti-ville. Djiboutians
have been displaced or have emigrated because of drought, flood, or civil war. Nomads go back
and forth, crossing borders in search of pastures and water. Immigrants arrive in search of
economic opportunity and better standards of living. These population groups, although
extremely diverse, share the same low standard of living and seek a way to survive. They
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"invade" the country, especially Djibouti-ville, in a matter of days or weeks, placing a
tremendous burden on the already-weak social services, and imperilling the country's already-
fragile social and economic security. The Government, families, and international agencies are
constantly confronted with this problem.

2.28 Djibouti attracts populations at risk from other parts of the region because the country
enjoys relative peace and stability compared with neighboring countries. It offers employment
opportunities in the informal sector, paid in hard currency which has a higher value than an
income in a currency from neighboring countries (see paragraph 2.11). Djibouti offers
predominantly free social services in health and education'8 and exhibits a traditional generosity
perhaps because much of the immigrant population descends from the same ethnic group as
much of the Djiboutian population.

Refugees

2.29 The flux of refugees to and from Djibouti
started about 20 years ago during the Ogaden
War. Since then, five major influxes of refugees
have taken place (see Table 2.8). When the "Every person who, owing to external aggression,
refugees come to Djibouti, they settle in camps or occupation, foreign domination or events seriously

disturbing the public order in either part or whole
migrate illegally into Djibouti-ville. In June of his country of origin or nationality, is compelled

1996, the number of registered refugees in three to leave his place of habitual residence in order to
major camps-Hol-Hol, Ali-Addeh, and seek refuge in another place outside his country of
Assamo-was about 21,500. They originated origin or nationality."

primarily from Somalia after a massive Source: The 1969 OAU Convention.
repatriation of refugees to Ethiopia.

2.30 Refugees describe
poverty as the condition of Table 2.8: Influxes of Refugees, 1977 to 1991
living after having lost
everything. They perceive Number of
themselves as beingb the Date Country refugees Cause
object of permanent 1977/78 Ethiopia 47,000 Ogaden war

1983/84 Ethiopia 20,000 Famine
assistance; they have no 1988 Somalia 31,000 Conflict: Government of
official papers, no clothes, no Somali /Somali National
roof, no job, no country, and Movement (SNM)
no identity. (PPA, 1996). 1990 Somalia 30,000 Civil war
They recognize, however, 1991 Ethiopia 49,000 Downfall of Mengistu

tt rv i 1991 Somalia 34,000 Downfall of Siad Barrethat for those living in SucemNC (99)

camps, life is relatively easy:

18 Education is not accessible to illegal immigrants.
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they have peace and safety, receive food aid, and benefit from free health care and education
services. They are able to obtain small jobs in the camp's management, and trade food rations
for cash.

2.31 Refugees living in a camp have different visions of their future. The young consider their
situation as temporary. They dream of life back in their country. Women and the elderly enjoy
living in a camp. Water, education and health services are easily accessible and free. Women
are aware that returning to their country would mean losing all these benefits. The elderly cannot
envisage a life outside a camp. Repatriation to Somalia has been initiated by the UNHCR and
the Government of Djibouti; but Somalia's situation has prevented any substantial flow of
repatriation.

Nomads

2.32 EDAM covered only the sedentary population of Djibouti. Some demographic
information on the nomadic population can be obtained from the Demographic Intercensus
Survey (Enquete Demographique Intercensitaire-EDI) of March 1991. According to the EDI,
nomads account for 19 percent of the population of Djibouti. The nomads are likely to be poorer
and less educated than the sedentary population. Unfortunately, the data published by EDI do
not allow the differences between the nomadic and sedentary population of Djibouti to be
studied. The EDI disaggregates data between sedentary and nomadic only for some broad
demographic characteristics.

2.33 Table 2.9 shows the age structure and the male-to-female ratios of the nomads and
sedentary population in 1991. Nomadic households are younger and have much higher male-to-
female ratios. The smaller share of adults aged 15-59 is an indicator that many nomads have
moved to the city in search of income and have become sedentary. The very high male-to-female
ratio for young children might be an indicator that nomads do not invest in the health of young
girls and concentrate their scarce resources on young boys.

Table 2.9: Age Structure and Male-to-Female Ratio of Sedentary
and Nomadic Population, 1991

Sedentary Nomadic
Age Percent Male to Female Ratio Percent Male to Female Ratio
0-4 14.4 1.2 15.7 1.2
5-14 26.6 1.1 31.1 1.2
15-59 55.5 0.9 49.1 1.0
60 and over 3.5 0.9 4.2 1.3
Total 100 0.98 100 1.10
Median age 19.4 16.6
Source: EDI, 1991.

2.34 Coping Strategies. Nomad coping strategies include: (i) transhumance, (ii) engaging in
small-scale border trade, (iii) transfers from relatives living in Djibouti-ville, (iv) selling milk
and goats, (v) traveling, and (vi) the harvest and sale of wood and straw.
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2.35 Transhumance. Livestock is the main asset of the nomads. The milk ("dividend")
produced is consumed or sold, but a cow or camel ("asset") is only sold for an important
ceremony. The sale of a goat is the last resort when money is quickly needed. War and poor
rainfall have changed normal patterns of transhumant behavior. The population living in the
Dikil region have been forced to move because of the war. The Sagalou groups have been forced
to follow the rainfall and now live in the Hanle plains, some 200 kilometers south of their
original territory. Nomadic displacement of an entire group is rare; usually men leave with their
herds and sons, leaving the young girls and wives behind with the small children and the elderly.
However, around Ali Sabieh, among the Somalian nomads, little groups of women and children
live with herds, while the men work in the city or in the military and return "home" occasionally.

2.36 The Different Circuits. Nomads move to follow rainfall and pastures; they travel to
cities and to the border, or to Lake Assal. They travel anywhere they can find assistance.
Nomads go to cities to buy and sell their products and to seek medical care for themselves or
their animals. In the Tadjoura region, nomads harvest salt near Lake Assal. However, harvesting
salt requires camels and many able-bodied men. Another place nomads move to is the region
which borders Ethiopia where they buy cereals and goods at low prices, and sell some of their
products, such as salt. In the Dikil region, nomadic families have gathered in one camp to
receive assistance from an NGO after a sudden loss of livestock caused by drought and war.
Assistance consisted of the distribution of medicine and the provision of a tent-school for Arabic
courses.

2.37 Solidarity. Transfers from the cities-primarily from relatives with a job-to the
provinces are very important to farmers/breeders and their families. For some families, these
transfers are only a resource during a crisis: for others this constitutes their only source of
income. With the money they receive from the city, they can buy cereals to feed their herds.

2.38 Trends in Living Standards. The economic crisis-aggravated by war, the loss of jobs,
the delay in salaries being paid, and the failure of communications and businesses-has caused
living standards for breeders to decline. Stores have closed; fields and gardens have been
devastated. Losing money from the city represents the loss of an important safety net. To buy
cereals, nomads are forced to sell goats (this is currently unprofitable because of the oversupply
of livestock in the markets and the decline in demand). War and drought have caused herds to
become dispersed: many livestock have died. In the Dikil region, camels are needed to sell wood
and straw: there, too, the supply of camels has surpassed the demand. War has halted
commercial activities. Those who have negotiated the right to graze outside their territory do not
find it economic to cut straw and wood because of the surplus in supply.

Street Children

2.39 There is no quantitative information on children who live in the streets of Djibouti-ville.
The street children who were interviewed during the PPA are native to Somalia or Ethiopia.
They left their country because of the war or poverty, or because they thought they could make
some money elsewhere. Some fled after their parents' death, others left their families, while
others were sent away by their parents to eam some money. Most came to Djibouti by train,
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hiding in the wagons. Others smuggled goods into the country, and were given some khat to
bribe the police and the customs officers to let them cross the border.

"Ifled the war and the hunger in Ethiopia. My parents are dead, I was alone in the bush,
I was afraid to diefrom hunger, I ate some khat to survive. Myfriends told me that life was
better here, that the Djiboutian people give a lot of alms because they are Muslim."
(Mohamed, 13 years old).

2.40 Street children organize themselves into groups to survive. The groups interviewed
consisted of 9 to 15 year-old boys. They have their own business places, next to the bus station
or the market, where they can: carry luggage and parcels, polish shoes, wash and watch cars,
pick up trash, or resell small objects. If one of them has an accident or gets sick, they help each
other.

,I wash cars; with Fdj 100 per car, I can make up to Fdj 1,000 or Fdj 1,500 per day. I
send all the money to my family in Ethiopia, I manage to eat going door-to-door."
(Tinichou, 17years old).

"We work at the main bus stop. We pick up the trash for the storekeepers and other
people who do not have a maid; we help women to carry their shopping bags home; we
pick up the khat leaves that fell on the floor; we then wash them and sell them to the
handicapped and the shoe repairers. " (Ethiopians, from 8 to 13 years old).

F. CHARACTERISTICS OF THE POOR IN DJIBOUTI

2.41 Though widely used for measuring the distribution of living standards, consumption-
based measures do not fully capture other characteristics of the poor such as literacy, health, or
access to clean water. This section gives an overview of the distribution of selected non-
monetary indicators of household welfare. It describes how the poor (and the very-poor) differ
from the rest of the population in consumption patterns, socio-economic and demographic
characteristics, and ownership of assets. The next two chapters give a detailed sectoral analysis
of the poverty profile.

Consumption Patterns of the Poor

2.42 This section identifies the important goods in the consumption basket of the poor.
Patterns of food expenditures and expenditures on education, health, and khat reveal serious
poverty-related problems.

2.43 Food Expenditures. Food is the major expenditure category for all poverty groups,
although its share decreases as poverty declines, reflecting the normal propensity of the poor to
spend more of their budgets on essential survival items. However, the share of food expenditures
in total expenditures, compared to industrialized countries, is high for both the non-poor (36.9
percent) and the very-poor (62.1 percent), indicating a generally low standard of living. As can
be seen from Table 2.10, the share of food in total budget is highest in rural areas, rising from
41.5 percent in Djibouti-ville to 61.7 percent in rural areas. Among the very-poor, the largest
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share of food expenditures is on bread, flour, rice and pasta (rice and bread are the most
important components for this group). The very-poor spend 6 percent of their food share for
meat and fish (one third of the national average) and 0.4 percent of the food share for fruit (see
Appendix 2).

Table 2.10: Distribution of Total Expenditures by Poverty Group and Location, 1996
(Percent of Total Expenditures)

Welfare Group Location
All Djibouti Very-poor Poor Non-poor Djibouti-ville Urban Rural

Food 44.1 62.1 52.8 36.9 41.5 52.5 61.7
Khat 9.7 1.3 5.3 13.0 9.9 8.9 8.3
Health 1.4 0.8 1.1 1.7 1.6 0.9 0.6
Education 2.2 1.4 2.0 2.4 2.5 1.4 1.0
Waterand 11.4 8.7 10.1 12.3 12.3 7.5 4.8
Energy
Other 31.2 25.7 28.7 33.7 32.2 28.8 23.6
All 100 100 100 100 100 100 100
Source: Staff estimates from EDAM, 1996.

2.44 As Table 2.10 shows, the shares of education and health in total expenditure are
consistently low across all population segments, and particularly so among the poor and very-
poor. Conversely, the share of khat in total expenditures is relatively high across all population
segments, where more is spent on khat than on health or education alone. According to the
African Development Indicators (World Bank, 1996a), the comparative Sub-Saharan expenditure
shares for 1980-85 were 62 percent for food, 1 percent for medical care, and 5 percent for
education. The share of spending for food in Djibouti is low relative to the average for Sub-
Saharan Africa, reflecting higher standards of living in the country; however, the share going to
education is lower, reflecting low private investment in education.

2.45 The 1996 values for Djibouti-ville contrast with the 1986 Djibouti-ville household
Survey estimates, in which the share of expenditures on food was estimated to be 29 percent,
khat 22 percent; health, 1.8 percent; and education, 1.6 percent. Higher shares on food and lower
shares on khat (the Chapter 8 analysis shows that poor people do not chew khat because they
cannot afford it) could indicate deteriorating standards of living in Djibouti-ville from 1986 to
1996.

Basic Demographic Characteristics

2.46 Households in extreme poverty differ from the average household in several identifiable
ways. In many cases, these differences are poverty-generating factors. Household composition,
in terms of size and characteristics of its members, is different for poor and non-poor households.
Table 2.11 shows household size and the age of the family members by poverty status and by
location. Poor households tend to be headed by older members, and they have higher
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dependency ratios, mainly reflecting a higher number of children.'9 Households residing in rural
areas and urban areas outside Djibouti-ville are smaller than those living in Djibouti-ville, but
have a higher number of children and higher dependency ratios.

Table 2.11: Demographic Characteristics by Type of Household, 1996

Welfare Group Location
All Very-poor Poor Non-Poor Djibouti-ville Urban Rural

Household size 6.6 6.7 6.9 6.4 6.8 6.5 5.8

Dependency ratio (percent) 91.4 114.2 104.9 81.3 85.6 119.9 112.4

Average age of household head 46.0 46.8 46.9 45.3 46.0 45.6 46.9

Average number of children 3.0 3.2 3.2 2.8 2.8 3.6 3.1
younger than 14
Average number of adults older .19 .16 .22 .17 .21 .13 .17
than 64
Source: Staff estimates from EDAM, 1996.

2.47 Djibouti has a relatively Figure 2.5: Distribution of Population by Age Group
young population (Figure 2.5).
About 59 percent of the and Quintile, 1996
population is younger than 20
years of age, approximately 31 35T

percent of the population is 30 +

younger than 10 years of age, 25

and less than 5 percent of the 20 OQuintile 1

population is older than 60. Y 15 - __Quintile5 

2.48 Poor households (first 10
quintile) are relatively younger 5
than the rich ones (fifth 0 +

0? O 0) IT 0) 0)

quintile): in the first quintile, 66 o I0> C t - co

percent of the population is Age Group

below 19, compared to 53
percent in the fifth quintile (see Source: Staff estimates from EDAM, 1996.
Figure 2.5). If efficient poverty

reduction and social policies are
not implemented, this demographic factor could lead to a worsening of poverty in the short and
medium-term.

19 The characteristics of female-headed households are discussed in Chapter 10.
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2.49 Household size is an Table 2.12: Incidence of Extreme Poverty by
important demographic variable that Household Group, 1996
affects poverty. The poverty
measures in Table 2.12 show that Household Size Head-Counta' Contribution to
large households have significantly (Percent of Total Poverty
higher poverty incidence than small Population) (Percent)
and medium-sized households. 1 3.5 0.1

2 5.8 1.0

2.50 Family Types. The two 3 8.5 3.0
predominant family structures in 4 or more 9.9 89.6
Djibouti are nuclear and extended a/Estimated for the extreme poverty line of Fdj 100,229.
families organized around Source: Staff estimates from EDAM, 1996.
monogamous couples. Together
these account for 71 percent of all households. Single heads with children, both nuclear and
extended, are the second largest family structure and account for 16 percent of the households.
Polygamous families are rare and account for less than one percent of the households. More than
50 percent of the households are extended, showing the importance of solidarity in Djiboutian
society.

Figure 2.6: Contribution to Total Poverty (Poverty line of Fdj
2.51 Poverty and 216,495) by Family Type, 1996
Household Composition.
The incidence of poverty
and extreme poverty is 10% 12%

clearly correlated with OSingle with children,

family structure. Single S12% ungle with children,

adults with children, 20% extended

living without other EMonogomus couple with

relatives (nuclear family) children, nuclear
ElMonogorrous couple with

are particularly vulnerable children, extended

to poverty: it is estimated 00ther

that almost 60 percent of
these households live 46%

below the soft-core
poverty line. The poverty
incidence is particularly
high for single heads with Source: Staffestimates from EDAM, 1996.

children living in an I
extended network (poverty affects 50 percent). Another group at risk are nuclear families
comprised of monogamous couples with children, of which 53 percent live below the indigence
poverty line. Figure 2.6 depicts the composition of total poverty by family type. Most poor
households are headed by single heads living with children, and monogamous couples.
Reflecting the importance of solidarity in Djibouti is the fact that more than 50 percent of the
households are classified as extended, but the likelihood of finding a poor household among
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extended households is lower than among nuclear families: 7.1 percent and 12.9 percent
respectively.

Ownership of Assets Table 2.13: Ownership of Assets, 1996

2.52 The poor are --- .. Total Very-poor Poor Non-poor
identified by a lower Television 39.5 1.8 15.0 57.8

expenditure level and by Telephone 9.1 N.A. .5 15.7
distinct differences in
amenities. Basic Refrigerator 44.7 1.3 10.0 63.4

housing amenities, like a
fan, a radio, or Air 21.2 N.A. 3.6 34.3
refrigerator, are luxuries ConditioningRadio 55.9 16.7 38.7 68.9
of the rich. Table 2.13
presents the ownership Bicycle 2.3 .05 .6 3.5

of durables and semi-
durables. Patterns of Fan 59.7 4.1 31.0 81.5

ownership reflect strong Source: Staff estimates from EDAM, 1996.
differences in access to N/A: Estimates could not be obtained because of very few observations.
these type of goods
across poor and better-off households. Poor and very-poor (as well as the rural population, and
to a lesser degree the urban population outside Djibouti-ville) are characterized by very low
levels of ownership of small assets.

Banking and Credit

2.53 The formal banking sector comprises commercial banks, and the Djibouti Development
Bank; the informal sector comprises tontines,2 0 other organizations, and credit from private
individuals. Although the use of the banking sector is very limited-only 25 percent of all
households have a bank account-the use of the informal banking sector is more important
among the poor (26 percent of the poor) than the rich (8 percent of the non-poor use the informal
banking sector). Geographic location is important to access to the banking sector: 27 percent of
households in Djibouti-ville have at least one bank account, but only 6 percent of rural
households have bank accounts.

2.54 Access to Credit. Both men and women mention unemployment as the most important
obstacle to getting out of poverty (1996 PPA). Given the limited availability of public sector
employment and the incapacity of the private sector to generate employment for those with low
education, people see lack of access to micro-credit as a further hindrance to starting small
income-generating activities. These results are consistent with the results of EDAM.

20 Tontines are informal credit institutions where all the members put together their contributions, and allow one
member to use the capital. There is a rotation system: eventually all the members will have the right to use the
capital.
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Table 2.14: Access to Credit, 1996

Access to Credit

(Percent)

None Difficult Easy

Poverty Status

Very-poor 86.1 0 0

Poor 84.3 1.1 0.6

Non-poor 70.8 6.1 8.5

Employment of Head

Formal sector 68.9 7.2 8.0

Informal sector 81.2 2.0 3.4

Unemployed 89.2 0.7 0.8

Gender of the Head

Male 74.7 4.7 5.8

Female 83.0 1.4 2.6

All 76.6 4.0 5.1

Source: Staff estimates from EDAM, 1996.
It does not add up to 100 because some household replied "don't
know".

2.55 Access to credit is very limited in Box 2.3: Micro-Credit Projects
Djibouti, and more so for the least favored

CARITAS-Djibouti operates a micro-credit project in
several urban slums. The project, targeted to the poor, aims

whose heads are unemployed are those at increasing access to credit for those either without access

with least access to credit: less than 1 to formal credit or those whose family credit is not
percent among those with unemployed sufficient, to start small income-generating activities. The
heads declared having easy access to project is based on the experience of the "banque des
credit, 8 percent of those working in the pauvres", which uses groups of lenders, and "caution

solidaire". Loans can range from Fdj 30,000 for the first
formal sector declared that credit was easy loan up to Fdj 100,000 for the sixth loan. The project,
to obtain. Access to credit is also related which started operating in February, 1996, has in the first 6
to literacy, gender and residence of the months of operation awarded 64 loans, amounting to Fdj
head. 2.3 million. The repayment rate of 92.4 percent is

extremely high. Women constitute the majority of those
2.56 Literacy of the household head is who have received loans. The annual interest rate implicit

in those loans IS extremely high.
important in determining access to credit.
Seven percent of literate heads find it easy
to gain credit. For illiterate heads the corresponding estimate is 2 percent. Female-headed
households find it much more difficult to gain access to credit: only 1.4 percent of the
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households headed by a woman say that access to credit is easy; 5.8 percent of male-headed
households find it easy. These estimates are important: we know from EDAM that 50 percent of
the households who declared access to credit as easy contracted a loan in the 12 months before
the Survey.

G. THE PROBABILITY OF BEING POOR

2.57 To identify the effect of different household characteristics in determining the probability
of being poor, individual effects must be isolated. This assesses the impact that a policy-induced
change in a factor is likely to have on the probability of being poor, holding everything else
constant.2 1 The risk of being poor is related to location factors, household size, number of
children, education, gender of the head, and use of khat. We will now illustrate the relationship
between these factors and the probability of being poor.22

2.58 Location and Gender
of the Head. Figure 2.7 Figure 2.7: Location, Gender of the Head, and Probability
illustrates the relationship of Being Poor, 1996
between area of residence and
gender of the head and the
probability of being poor.
According to the analysis,
female-headed households are
2.5 percent more likely to be Probability of being..'

poor than male-headed house- poor

holds; and, other things being emale

equal, a household residing in 0g1

a rural area is approximately Rural

50 percent more likely to be All Djibouti-ville

poor than a household residing
in Djibouti-ville. This is pro-
bably because a household Source: Staff estimates from EDAM, 1996.
living in the capital can take I

21 To isolate the effect of household characteristics on the probability of being poor and on the levels of welfare,
we fit a Probit model and an ordinary least squares (OLS) model, respectively. A detailed description of the
models and the results of the estimations are provided in Appendix 2. In this section we illustrate the effect of
a change of independent variables on the probability of being poor (Probit model). The OLS model-which
explains how the changes in the independent variables affect adult equivalent expenditures, and proxy for
welfare-yields similar results.

22 For a discussion of the relationship between the use of khat and the probability of being poor, see Chapter 9.
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advantage of safety nets derived from the presence of a commodity market and services and job
market opportunities not available in rural areas.23 According to the 1996 PPA rural households
correlate poverty with the absence of members working in the capital city.

2.59 Education. Households with
lower levels of education are at a higher Figure 2.8: Years of Education and Probability of
risk of being poor. We use simulations Being Poor, 1996
to illustrate the effects of education on ...
the probability of being poor. Figure
2.8 shows how (holding all the other
variables constant at their national
average) an increase in the average
years of education of household
members 15 and older decreases the
probability of being poor. These si- DJbo.ti7.i\ 

mulations signal the potential impact of
education for poverty reduction
objectives. Everything else being o

equal, a one-year increase in the
average education of the household Source: Staff estimates from EDAM, 1996.
would reduce the probability of the
household being poor by six percentage
points. The probability of being poor for a household where all the household members have
completed primary school (six years of education) is almost 20 percentage points lower.

2.60 Age of the Head, Household Size, and Number of Children. The number of children
and size of the household are positively correlated with the probability of being poor. The
relationship between the age of the head and the probability of being poor is non-linear. At first,
the probability of being poor increases with the age of the head, reaches a peak when the head is
50, but then starts to decrease.24 A household headed by a 50-year-old person is 5 percentage
points more likely to be poor than a household headed by a 25-year old person; and a household
with a 65-year old head is 2 percentage points less likely to be poor than a household with a 50-
year old head. This suggests that poverty levels may be differentiated over the life cycle of
Djiboutian households.

According to the 1996 PPA results, rural households correlate poverty with the absence of members working in
the capital city.

24 In our probability analysis, the coefficient attached to the square of the age of the head is negative.



Chapter 2 31

2.61 Family size and Table 2.15: Poverty Over the Lifecycle, 1996
age of the children in the
household change with Head's Number Household Probability Probability
the age of the head. Table age of size of of
2.15 simulates the children being poor being poor
changes in the probability (percent) (percent)
of being poor of a typical Djibouti-ville Rural
household through its 25 0 2 16.59 60.25

lifecycle. The first row 25 1 3 19.45 64.39

describes a childless 35 2 4 26.76 72.92

couple; the second row 55 1 3 23.29 69.18

shows the joint effect of 65 0 2 18.87 63.60

the head getting older and Source: Elaboration from EDAM, 1996.

the birth of two children;
and the last row describes a couple, whose children have grown up and left the household. The
probability of being poor increases when a young couple has children but it decreases when the
children grow up and leave the household. The lower levels of per capita consumption necessary
when the family is raising the children might be seen as an investment that will yield a better
quality of life in the future, and having children might be seen as a viable strategy to cope with
poverty in the long run.

2.62 Employment. Particularly in the formal sector, employment is a major determinant of
poverty status. Increasing the employment ratio by 25 percent (i.e., one employed worker in a
household with four members) would decrease the risk of being poor by 5 percentage points.
Among the employed, only 43 percent have jobs in the formal sector. An increase to 100 percent
of jobs in the formal sector would decrease the probability of being poor by almost 6 percentage
points (Chapter 5 discusses this in more detail).

H. HOW THE POOR PERCEIVE THEIR OWN POVERTY: THE RESULTS OF A PARTICIPATORY

POVERTY ASSESSMENT

2.63 There are many ways of understanding poverty. The most common and accepted is
through establishing a poverty line. A second way is through gathering people's own
perceptions of poverty. This section summarizes the main results from the Participatory Poverty
Assessment.

2.64 To learn about Djiboutian experiences of, and attitudes toward, poverty, a rapid
qualitative study of poverty was undertaken. The study used such participatory techniques as
focus groups discussions, case studies, and participant observation to gain various perspectives
(Appendix 2 presents details on the methodology of this study). The study focused on four
groups: (i) the inhabitants of the slums in Djibouti-ville; (ii) the homeless in Djibouti-ville, in
particular the street children; (iii) the refugees living in camps; and (iv) the nomads.
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Perceptions

2.65 What Is Poverty?
Kno5Wledg of thvepoorty Table 2.16: Characteristics and Causes of Poverty in the
Knowledge of the poor's Ura lm,19
perception is a crucial first Urban Slums, 1996
step to understanding po- Characteristics Causes
verty, and ought to be part of Having less than others Economic crisis
policy formulation and its Dependency upon others Unemployment
implementation. According Insecurity and uncertainty Delay in payment of wages

those l in the . Isolation, absence of solidarity Khat
Lacking a job Low or no education

slums, poverty is both a No income Handicap
relative and absolute con- Low quality housing or no-housing War
cept; the poor are those who Drought
cannot fulfill basic needs Source: 1996 PPA.
(absolute), and have less than
the average household (relative). In discussions with groups, the most common response to the
question "What is it to be poor in the urban slums?" was the lack of capacity to fulfill basic needs
in housing, food, clothing in relative and absolute terms; but poverty was also associated with
insecurity and uncertainty (see Table 2.16). A poor person is easily spotted by (i) having a "big
belly" because of malnutrition, (ii) wearing torn and dirty clothes, and (iii) living in a temporary
house.

2.66 Poverty is perceived to be caused by individual and societal factors. War, drought, lack
of education, delay in the payment of wages, unemployment, the economic policy of the
Government, poor mental or physical health, and lack of employment were often stated as factors
causing poverty.

Coping Strategies

2.67 In the urban slums, wages from the formal sector represent the major source of revenue,
but few jobs are available. Non-qualified labor has to compete with immigrants, mainly from
Ethiopia, willing to receive much lower wages because of the marked differences in cost of
living between the two countries. Restricted access to credit and low capacity to generate
savings (see paragraph 2.45) associated with extremely low education levels prevent households
from starting small businesses. The households cope by engaging in small temporary work, and
by receiving help from other households.

2.68 Solidarity is Extremely Important. One job in a household will have to feed that
household and all the friends and relatives who come at meal time to be nourished.

"I have been a military since 1992. I got married in 1993. I earn Fdj 15,000 per month. When I
was unemployed, I was single and lived with my parents; but now, they can't help me. Their
economic situation is also very difficult. Do you see all those around me? They are my brothers and
friends, who are unemployed; they wait for the meal and 1 am the one who has to feed them. "
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2.69 This puts an enormous strain on the household. However, even this solidarity is at risk.
Extremely high and rising levels of unemployment, demobilization of 9,000 soldiers, and
delayed payments of wages are stretching the capacity of the household to the breaking point.
Many households cannot afford to provide for themselves.

Priorities

2.70 The responses of residents of urban slums to the question "How would you spend 1,000
Fdj?", make it evident that they are particularly poor. Such money would be spent on basic
needs (food, clothing, transportation, and educational materials). If the amount of money
received increased to Fdj 10,000, we would start to see small investments in income-generating
activities and investments in basic social infrastructure (water, electricity, and housing).

I. POVERTY, INEQUALITY AND GROWTH: OUTLOOK FOR THE FUTURE

2.71 Whether the gains of growth will benefit the poor more than others is an empirical
question. Economic growth biased against the poor may result in higher average expenditure
levels with no effect on poverty levels. This section measures separately the impact of changes
in average expenditures and expenditure inequality on poverty. These statistics can be used to
show how quickly growth can reduce poverty to a reasonable level. If inequality remains
constant, poverty will decrease more quickly than the growth rate, since poverty in Djibouti is
highly sensitive to a growing economy. For every 1 percent increase in expenditures, the
headcount index of poverty will decrease by 2.2 percent. Therefore, growth-oriented policies
that will, at least, keep constant the share of income accruing to the poor will have a large impact
on poverty reduction.

2.72 However, for low poverty lines, poverty incidence is more sensitive to changes in
expenditure inequality than to changes in mean expenditures. If the Gini Index of the
expenditure distribution increases by 1 percent, ceteris paribus, the poverty index will increase
by 4.2 percent for the extreme poverty line of Fdj 100,229, and 0.4 percent for the soft-core
poverty line of Fdj 216,450.26 As we see, the indigent are considerably more affected by changes
in expenditure inequality than by changes in mean expenditure. If inequality deteriorates with
economic growth, there is the potential for "immiserating" growth. This underscores the
importance of achieving broad-based growth.

Poverty and Growth

2.73 Given the present income distribution, Djibouti would have to sustain consistently high
GDP per capita growth to reduce poverty effectively by the year 2015. Figure 2.9 illustrates the
percentage of population in poverty with different GDP per capita growth scenarios. Assuming a

25 Assuming a poverty line of Fdj 100,229.

26 For poverty lines lower than the average expenditure in the distribution, higher expenditure inequality will
always lead to greater poverty.
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27growth rate of 1.5 percent a year, for a poverty line of Fdj 216,450, twenty percent of the
population would still be living below the poverty line in 2015. If per capita GDP were to grow
at 3 percent a year, the percentage of the population living below the poverty line would
decrease to 10 percent by 2015. Assuming the same growth scenario, the indigent population
would be 2.2 percent. If this growth rate could be sustained, average per capita expenditure in
Djibouti will be Fdj 414,046 (US$2,339): a level of expenditure that would put Djibouti among
the middle-income economies by 2015.

Figure 2.9: Poverty and Growth
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Poverty and Inequality

2.74 Figure 2.10 shows what would happen to poverty given different outlooks for inequality
as measured by the Gini coefficient. Changes in the distribution of welfare in both directions
(i.e., less and more equality) are simulated. The changes involved seem modest. However, a
Gini coefficient increasing at 0.3 percent a year over 19 years corresponds to a 6 percent increase
overall between 1996 and 2015. As Figure 2.10 shows, even modest increases in the Gini
coefficient, ceteris paribus, cause poverty to rise dramatically in a short period. Assuming a
poverty line of Fdj 100,229 and the Gini coefficient increasing at 0.3 percent a year, indigent
poverty would increase by 38 percent by 2015. An annual growth rate in the Gini coefficient of
0.7 percent would result in 25.6 percent of the population living in poverty in 2015, in contrast to
the current level of 9.8 percent. But if the income distribution improves slightly and the
economy grows at a sustainable rate of about 1.5 percent a year in per capita terms, then it would

27 With a population growth of 3 percent a year this would require a growth of total GDP by 4.5 percent a year.

28 This would correspond to a growth rate of total GDP of 6 percent a year.

29 Negative changes in the Gini coefficient mean that the distribution is becoming more equal. Positive changes in
the Gini coefficient correspond to an increasingly unequal distribution of income.
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be possible to completely eradicate indigent poverty by 2015 and to reduce soft-core poverty by
more than half.

Figure 2.10: Poverty and Inequality
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Sectoral Growth and Poverty

2.75 Growth is necessary but its
pattern is crucial. The impact of Table 2.17: Growth Elasticity
economic growth on total poverty Poverty Line
varies widely by location (see
Table 2.17). Growth in Djibouti- Fdj 100,229 Fdj 216,450

ville incomes will be much more
effective in reducing poverty than Djibouti-ville -2.6 -1.53

growth in rural incomes. For Other urban locations -2.17 -.92

instance, for a poverty line of Fdj
100,229, a one percent increase in Rural -1.28 -.42

per capita income in Djibouti-ville
will cause a 2.6 percent reduction AllDjibouti -2.15 -1.14
in total poverty. The same growth Source: Staff estimates from EDAM, 1996.

in rural per-capita incomes will
translate into a 1.3 percent
reduction of poverty. Thus growth in Djibouti-ville is twice as efficient as growth in rural areas
in reducing aggregate poverty.30 This emphasizes the importance of private sector development,
investing in human resources, and the services sector. It also shows that targeting programs to

30 If we consider the higher poverty line of Fdj 216,449, then growth in Djibouti-ville will be 4 time more efficient
than growth in the rural areas, and twice as efficient as growth in other urban areas.
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Djibouti-ville will be much more efficient in reducing the incidence of poverty in the whole
country.

J. MONITORING POVERTY

2.76 The design and implementation of poverty-oriented social and economic policies in
Djibouti are made very difficult by the scarcity of relevant and robust data. The responsibility
for collecting and processing statistics is shared by several administrative divisions, most of
whom suffer from a lack of human and financial resources.3 ' As a result, basic data such as
figures for unemployment, economic growth, inflation, population and other demographic
indicators are based on unreliable estimates.

2.77 EDAM 1996-the first Priority Survey carried out in Djibouti-produced a first set of
relevant data on poverty. However, to implement poverty reduction policies, it is essential to
develop a permanent and integrated poverty monitoring system. Policy-makers need a poverty
monitoring unit able to provide reliable data in a timely fashion. These data are needed to design
appropriate policies and to assess the impact of these policies.

2.78 The poverty monitoring unit would be responsible for:

(a) Implementing large nationally representative household income and expenditure
surveys, and small and frequent ad-hoc household surveys, to assess the levels
and trends of poverty. These multi-topic surveys would identify and locate the
poor, and evaluate their access to social services and to economic services such as
credit.

(b) Undertaking qualitative surveys to ensure that the poor understand and contribute
to the design and implementation of poverty alleviation programs.

(c) Monitoring the impact of social and economic policies on the poor's living
standards.

(d) Disseminating all poverty-related information. The poverty monitoring unit, at a
minimum, should produce an annual report (including a poverty map) on the
social situation in the country.

2.79 The capacity of collecting and processing data exists, but needs to be strengthened
considerably. DINAS' recently completed (January, 1997) assessment describes the current

31 The National Statistical Office (Direction Nationale de la Statistique), under the Prime Minister's Office, collects
social and economic data. The Census Bureau (Bureau Central du Recensement), under the Ministry of the
Interior, is in charge of the population census and demographic surveys. The National Education Statistical
Service (Service de Statistique de l'Education Nationale) publishes an annual statistical report on education.
The Health Statistics Service (Service de Statistique Sanitaire) collects data on health, and the Office of
Programming and Follow-up (Bureau de Programmation et de Suivi) under the Ministry of Agriculture,
produces data on agriculture and fishing.
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statistical information system, and identifies its weaknesses. The assessment includes a proposed
project of institutional support to the statistical system, with the objective of collecting and
disseminating data on national accounts, trade, and price indexes, and implementing a
nationwide household budget survey, a consumption survey and a priority survey of the nomadic
population. The Census Bureau (Bureau Central du Recensement-BCR) submitted, in March
1996, a request for assistance to implement a national geographic information system, to carry
out a population and housing census, and to create a population policy unit.

2.80 These two proposed programs are complementary but overlapping. Considering the lack
of human and financial resources that both institutions face, the National Statistical Office and
the Census Bureau could be merged into one office which would house the poverty monitoring
task force.

2.81 The Government and the donor community would have to co-ordinate and amplify their
efforts to provide strong institutional support to this office. Capacity building in data processing
and analysis is needed, for statisticians in charge of data collection and for end-users. In the
short and medium-term, the viability of such a program would depend on donor funding: a strong
commitment from the Government will be crucial. The usefulness of the Poverty Monitoring
Unit will depend, primarily, on the will of the Government to address the needs of the poorest
when designing policies.

K. CONCLUSIONS

2.82 This chapter describes quantitatively and qualitatively the poor and the very-poor in
Djibouti-how many they are, who they are, where they are, and what they consume.

2.83 Income Levels and Distribution. Estimates from EDAM show that in Djibouti, as a
whole, adult equivalent expenditures averaged Fdj 319,850 per year in 1995-96. However, this
average masks wide differences in consumption standards between different populations. For
example, adult equivalent expenditures in Djibouti-ville are more than double those in rural
areas. There are also marked disparities in the distribution of consumption across welfare
groups: in 1996 the wealthiest 20 percent of Djiboutians were responsible for 51 percent of total
expenditure.

2.84 Incidence and Depth of Poverty. About 45 percent of sedentary Djiboutians live in
households classified as poor; and 6.2 percent live in households classified as very-poor.
Incidence of poverty and extreme poverty are overwhelmingly rural. Not only is poverty more
concentrated in the rural areas: it is also deeper. If the objective is to minimize the depth and
severity of poverty, policy instruments should be directed to favor first rural villages, then urban
areas outside the capital, and lastly Djibouti-ville.

2.85 The results presented in this chapter on poverty, inequality, and standards of living give
an optimistic picture of the situation in Djibouti. The quantitative analysis is based on the
EDAM, a nationally representative Survey of the "sedentary populations" of Djibouti, which
excludes three highly impoverished and vulnerable groups-nomads, homeless, and those living
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in temporary structures. The 1996 PPA paints a very bleak picture of those groups. For
example, the refugees describe themselves as having lost everything, even their identity; and the
street children, unable to attend school, cope by taking odd jobs, and eating from trash cans.

2.86 The causes of poverty are complex, may differ between regions, or vary at different times
in the same country. But they relate to all the factors that keep expenditures low. In Djibouti the
risk of being poor is related to location, household size, number of children, education and
gender of the head, and use of khat. Households with lower education, living in rural areas,
headed by a woman and with a higher number of children are at a higher risk of being poor.
Unemployment is a major determinant of poverty status.

2.87 More than half the population is estimated to be living at very low levels of welfare.
Given the present welfare distribution, Djibouti would have to sustain consistently high GDP per
capita growth to reduce poverty effectively by the year 2015. Using 45 percent poverty
incidence as a base line, assuming (a) 4.5 percent economic growth rate and 3 percent population
growth rate, and (b) no change in the expenditure distribution, an estimated 38 percent will be
living in poverty by the year 2000, and more than twenty years from now poverty will still affect
about 20 percent of the population. This underscores the importance of economic growth and
lower population growth rates in reducing poverty.

4.



3. HUMAN CAPITAL UNDERDEVELOPMENT

3.1 Social sector indicators in Djibouti are lower than might be expected from its economic
indicators. The low level of human capital is a main obstacle to economic and social
development. To break the cycle of poverty and to restore conditions for economic growth,
Djibouti must develop its human resources. There is general agreement that poverty and human
capital are closely related (Psacharopoulos and Patrinos, 1994); this is even more true for
countries that, like Djibouti, lack abundant natural resources. Increasing human capital levels is
a most important component of a poverty-reducing and growth-promoting strategy. Among the
other benefits, high levels of human capital are associated with higher productivity, lower
fertility ratios, and better health conditions. Education is essential to an individual's ability to
avoid poverty or to move out of it. Poor health and malnutrition-major consequences of
poverty-limit productivity.

3.2 While economic growth is necessary for development, it is not alone sufficient for the
reduction of poverty. Investments in human capital are needed so that the poor can productively
participate in growth and benefit from expanded income-earning opportunities. There is
overwhelming evidence that making quality education, health and nutrition services available to
all are critical conditions to reducing poverty.

3.3 This chapter examines the poor's access to education and health services, and the extent
of child malnutrition. For society as a whole, greater investment in human capital alleviates the
immediate consequences of poverty and attacks one of its principal causes. For individuals and
households, there are very high private rates of return to investments in schooling and health.

A. EDUCATION

3.4 Evidence from cross-country comparisons shows that poverty, illiteracy, and low
educational attainment are strongly correlated. Education improves the quality of life, promotes
health, decreases the desire to have children as means of support, expands access to paid
employment, and increases productivity in market and non-market work. Educating girls and
women has strong social benefits because of the positive association between education and
health and nutrition.

The Education System

3.5 Structure. Djibouti's educational system is pattemed after the French system, from
which it has inherited teaching methods and administrative structures. The resulting system is
relatively expensive and possibly ill-suited to the socio-economic environment of Djibouti. The
system comprises six years of primary education, taught in French and Arabic, followed by four
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years of lower and three years of upper secondary education, both divided into general and
technical streams. Until now, the Government has assumed most of the responsibility for
providing primary and secondary education. The private sector has developed strongly in recent
years, but it is still marginal: private schools account for 5 percent of primary school enrollment
and 7.4 percent of secondary school enrollment. Koranic schools are very important (9.3 percent
of students aged 7-14 are enrolled in Koranic schools). But these institutions concentrate on
religion and tend not to give much importance to other subjects. In general Koranic schools are
considered to be of lower quality than non-religious schools.

3.6 The internal efficiency, as measured by the average rate of transition from one grade to
another in primary and secondary schools, is low. For exarnple, on average it takes a student 7.6
years to finish 6 years of primary schooling. The drop-out rate in primary school is 79 percent.
A very high proportion of drop-outs and repetition occurs during the last year of primary studies
(CM2). This is a consequence of the quality of primary education-students fail to pass the
terminal exam-and the insufficiency of places in the entrance level of lower secondary school
(6eme). In 1991, out of 6,358 candidates for 6th grade, only 25.1 percent were promoted to
secondary school. Another bottleneck occurs after lower secondary (first cycle of secondary):
only 24 percent of all students enrolled in lower secondary schools graduate to upper secondary
schools. This is due to an access problem (there are two lyc6es in the country); but there are also
deficiencies related to quality. Many students fail to pass the exam, and repetition is particularly
high at the 3eme level. This can be attributed to the quality of curriculum, teachers, and teaching
practices.

3.7 High wastage has important cost implications. According to a study by UNESCO, in
1992/93 a primary school student cost Fdj 110,175 (US$620) to the Government of Djibouti; a
student in lower secondary cost Fdj 160,508 (US$903), in upper secondary cost Fdj 274,117
(US$1,542); and in technical school cost Fdj 250,090 (US$1,407).

3.8 Access to Education. Eighty percent of children live in households where a primary
school is less than half an hour away on foot. Contrary to expectations, access to school in rural
areas seems to be easier than in Djibouti-ville. For example, 90 percent of rural children live in
households where it takes less than half-hour to walk to primary school. Most of those
interviewed did not consider the schools to be of low quality. The percentage of people who
ranked the school used by their children as inadequate ranged from 11 (for rural areas) to 19
percent (for Djibouti-ville).' Secondary schools are not as easily accessible as the primary
schools. Most secondary school students have to take a bus to school.

Educational Attainment

3.9 Educational attainment by the population over 10 years of age is a crucial factor in
determnining a nation's medium-term growth path. In East Asia and elsewhere, recent studies
have shown that universal primary education has significantly contributed to high growth rates

This finding conflicts with the results from the PPA, where many people complained about the quality of the
schools.
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and substantial reduction in poverty. Table 3.1: Population over 10 Years Old
The Poverty Profile (Chapter 2) shows that Cannot Read and Write (percent), 1996
that the incidence of poverty decreases as
the level of education of the household Male Female All
head increases: the headcount poverty
index ranges from 57.8 percent for Location
households with an illiterate head, to 24 Djibouti-ville 24.2 55.4 41.1
percent for households with a literate Other urban 33.6 60.5 47.3
head. Rural 43.1 74.4 56.9

3.10 Literacy. A key indicator of Expenditure Quintile
human capital is the ability to read, 1 (Poorest) 43.5 68.4 56.8
write, and do simple arithmetic. Besides 2 30.2 58.8 45.2
being the key determinant of the poor's 23.1 56.8 41.3
ability to take advantage of income-
earning opportunities, literacy is an 4 19.9 53.0 38.0
important indicator of quality of life in 5 (Richest) 14.6 47.9 33.0
its own right. Literacy rates in Djibouti All 26.4 56.9 42.8
are very low compared to the average
literacy rates for lower middle-income Source: Staff estimates from EDAM, 1996.
countries (75 percent). Literacy rates
vary with (i) poverty status, (ii) gender, (iii) age group, and (iv) location (see Table 3.1 and
Figure 3.1).

3.11 Poor people are less likely to
b. litrate,pbu aev lineth mo Figure 3.1: Literacy Rates by Gender: A
be literate, but even in the most Cmaio ewe 91ad19
affluent 20 percent of Djiboutian Comparison Between 1991 and 1996
households almost 50 percent of
females and 15 percent of males are 01991 Male
illiterate. Women are at a significant 100 _ 1991 Femle
disadvantage in literacy skills. The ?80- 199Male
probability of finding a female who E 6o- I 1996Femle
cannot read or write is more than E 40
twice the probability of finding an 2
illiterate male: 43 percent of women 19 Female

0 ~~~~~~1991 Fmale
can read and write compared to 73 x M1 male
percent of men. Literacy rates among C 6
the young are much higher: 75 Agerp
percent of those aged 10 to 25 can
read and write, and almost eighty
percent of those aged ten to twenty are
literate. There is a wide variation among Djibouti-ville, other urban areas, and the rural areas. A
male resident in a rural area is twice as likely to be illiterate as a male resident in Djibouti-ville.
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3.12 Djibouti's educational progress has featured increased equality of opportunity for women.
For both men and women, the level of literacy has increased, with younger people being
consistently more likely to be literate. Figure 3.1 shows the great improvements that have been
made in increasing literacy: from 1991 to 1996, the literacy rate increased from 48.9 to 57.2
percent. This has benefited both men and women and caused a high growth rate of female
literacy. Table 3.3 illustrates the reason for this: the female primary school enrollment rate is
only 11 percentage points lower than the male enrollment rate. However, the differential in
literacy between men and women is much larger for older cohorts (see Figure 3.1). The pattern
reflects past biases against women's education and the considerable progress in girls' education
in the last 15 years.

3.13 School Achievement. Another way to measure the stock of human capital is by looking
at school achievement. There is a positive correlation between completing primary school and
economic well-being and a much stronger, and also positive, correlation between the average
number of years of education and economic well-being (Table 3.2). The expansion of schooling
since Independence increased the education levels of younger cohorts across gender and poverty
groups. However, overall educational attainment remains low (Table 3.2). On average,
Djiboutians have 3.6 years of schooling. The extremely poor (first quintile) received much less
schooling (2.0 years) than those in the fifth quintile (5.4 years). Females completed fewer years
of school than males.

Table 3.2: School Achievement, 1996

Number of Years of Completed Primary
Education (average) School (percent)

Welfare Quintile Male Female All Male Female All

I (Poorest) 2.8 1.3 2.0 33 20 26

2 3.9 1.9 2.8 41 26 34

3 5.0 2.1 3.4 48 27 37

4 5.9 3.7 4.1 49 31 39

5 (Better off) 7.5 3.7 5.4 57 36 46

All 5.1 2.4 3.6 46 28 36

Source: EDAM, 1996.

3.14 School Enrollment. While literacy rates and attainment levels provide a measure of the
current stock of human capital, enrollment ratios measure the investment in human capital and
predict the future stock of educated people. Enrollment rates at all levels are strongly correlated
with location, gender, and socio-economic status. Although the gender gap in basic education
has narrowed, Table 3.3 shows that the number of females attending secondary school is only
two thirds the number of males.

3.15 Children begin school late. Approximately one out of 4 children starts school after the
age of nine. Females and children in rural areas tend to start school younger than residents of the
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capital. Many children begin school at 10-13. Eighty one percent of children in this age group
were attending school.

3.16 At the primary level, enrollment rates do not vary much by area of residence. Secondary
enrollment is particularly low in rural areas: it is almost 10 percentage points lower for females
than for males.

Table 3.3: School Enrollment at Various Age Groups (percent), 1996

Attending School Net Enrollment Rate
Age 6 to 9 Age 10 to 13 Age 14 to 20 Primary School Secondary School

Gender

Male 73.5 87.9 54.6 72.9 32.6

Female 63.2 74.2 37.9 61.7 23.2

Location

Rural 61.9 75.8 27.9 63.9 8.2

Djibouti-ville 72.5 82.3 47.5 68.2 29.9

Other urban 62.5 78.9 39.4 65.5 22.8

Welfare level

Very-poor 50.6 59.3 28.0 44.6 6.4

Poor 64.3 75.5 36.6 60.8 17.5

Better-off 76.3 87.6 54.9 74.2 38.2

All 70.4 81.4 45.8 67.5 27.8

Source: Staff estimates from EDAM, 1996. The net primary and secondary school enrollment is defined as the
percentage of children aged 6 to 12 enrolled in primary school and those aged 13 to 19 enrolled in secondary
school.

3.17 The most striking differences appear when enrollment for the age group 14 to 20 is
compared. In this age group, male enrollments are 17 percentage points higher than female
enrollments: enrollments in Djibouti-ville are 20 percentage points higher than enrollments in
rural areas. The education system is very selective and this is reflected in the drastic drop in
enrollment rates for the secondary school cycle.
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3.18 The aggregate enrollment
rates mask large differences Figure 3.2: Gross and Net Enrollment Rates by Welfare
between income groups. While Quintile, 1996
primary school enrollment is
fairly high across all expenditure 90

groups, there are large differences 80

in secondary enrollment (Figure 70-

3.2). At the primary level in S 60 -___b_I
1996, the net enrollment rate 50 S Gross PrimarY

arnong the poorest quintile was 2 40 e Primary
230 ~EGross Primary

53.1 percent (25.3 percentage u 20 Seco

points lower than the rate in the 10

top quintile). At the secondary 0

school level, the gap widens Welfare Quintile

considerably with a five-fold
difference between the poorest
and richest quintiles; only 9.9 Source: Staff estimates from EDAM, 1996.

percent of the poorest children
are enrolled in secondary school. At the university level, the differentials become even wider.

3.19 The exclusion of the nomads and the homeless implies that the results of the survey
cannot be used to infer overall estimates for Djibouti. Since these groups are poorer and have
lower enrollment ratios than the "sedentary" population of Djibouti, the EDAM results probably
overestimate enrollment ratios. The inclusion of nomads and the homeless reduces substantially
both primary and secondary school enrollment ratios. In the most optimistic scenario the
enrollment rates for primary and secondary school are 58.5 and 21.1 percent respectively. In less
optimistic scenarios these ratios decrease to 45 and 17 percent for primary and secondary,
respectively (see Table 3.4; additional results are presented in Appendix 2).

Table 3.4: Enrollment Rates Under Different Population Scenarios-Simulation Results

Scenario Enrollment Rate
(percent)

Primary Secondary
EDAM 67.5 27.8
Total population of 348,000 (68,000 nomads and 30,000 homeless)a" 58.5 21.1
Total population of 407,000 (77,000 nomads and 70,000 homeless)b'/ 52.7 18.7
Total population of 440,000 (110,000 nomads and 70,000 homeless)cI 44.7 16.9
Source: Staff elaborations from EDAM, 1996.
a/ Assumes nomads and homeless have enrollment rates of 38 and 4.2 for primary and secondary, respectively.
b/ Assumes nomads and homeless have enrollment rates of 30 and 3 for primary and secondary, respectively.
c/ Assumes nomads and homeless have enrollment rates of 15 and 1.5 for primary and secondary, respectively.

3.20 Progress in Enrollment. The increase in the number of students in primary school from
15,322 in 1981 to 30,157 in 1991, is well above the natural growth rate of the population, and
reflects the country's policy of increasing access to basic education. The decrease in enrollment
between 1991 and 1993 was due to the war. With the reopening of schools in the former war
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zones,2 enrollment increased steadily. Between 1993 and 1996, the number of students in
primary schools increased by 6.3 percent per year, and the enrollment in secondary schools
increased by 10.6 percent per year. Except for Djibouti-ville, where the student-to-teacher ratio
is relatively high (41 ),3 it should be possible to increase enrollments without hiring new teachers
(outside Djibouti-ville the student to teacher ratio ranges from 27 to 36). According to the
Annuaire Statistique (Republique of Djibouti, 1997) schools are operating at almost full capacity
in Djibouti-ville (98.1 percent), but in the districts of the interior, one fourth of capacity is not
utilized.

3.21 Drop-out Rate. Djibouti's F
educationpsystem isavery sective at Figure 3.3: Enrollment in Primary and Secondaryeducation system IS veryv selective atScol
the secondary level. Table 3.5 shows Schools
the grade at which students drop out 35,000

of school. About 40 percent of 35,00

children leave school after 6th grade 30,000 jl
(after graduating from primary S 25,000

school). Very few children progress B 20,000 |PrimarySchool

to secondary school because most do 15,000 ESecondary School

not qualify for the few places E

available. z l 
5,000

3.22 Most students leave school 0

after the 6th grade. This is mostly 81- 91- 93- 94- 95-
82 92 94 95 98

because of the final primary school SchoolYear

exam. Most students perceive this
exam as very difficult, the most Source: Republic of Djibouti, 1996.

common answers to the question:
"Why did you quit school?" are:
"Because school was too difficult" or "My level of preparation was not high enough" (see Table
A3.1 in Appendix 3). About 18 percent of all respondents dropped out of school for financial
reasons reflecting either the direct (lack of money) or opportunity cost of schooling (need to help
at home, or need a job). Only 4 percent of the pupils living in Djibouti-ville dropped out because
they thought the school was useless: the percentage jumps to 8 percent in rural areas. The need
to help at home is the most common reason given for quitting among females.

2 In 1995 6 primary schools reopened: four in the district of Tdajoura, one in Obock, and another in Dikhil. In the
district of the interior, there are still 13 primary schools to be reopened. The increase in secondary school
enrollment is due to the reopening of a high school in Obock, and the opening of a new secondary school in
Balbala.

3 Djibouti has now 440 classrooms, which operate in double shifts.
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Table 3.5: Drop-out Rate (percent), 1996

Gender Location

Male Female Rural Djibouti-ville Urban Total

Before 6th grade 7.9 17.3 19.9 11.3 13.7 11.8

6th grade 41.5 44.3 56.5 41.5 50.7 42.8

Between 6th and 14th grade 9.5 8.4 5.6 9.2 9.2 9.1

14th grade 13.9 10.5 6.6 12.8 11.5 12.5

Other 26.9 19.6 11.5 25.2 15.0 23.9

Source: Staff estimates from EDAM, 1996.

3.23 The Poor's Perception of Education. The PPA showed that lack of money, lack of
transportation, and the 6th year final examination were the main obstacles to school enrollment
for the very-poor. Some parents said that they did not allow their children to attend public
schools to prevent them from becoming "too westernized." Koranic schools are often chosen for
this reason.

3.24 Very few street children go to school. Some went to school before leaving Ethiopia, but
since they moved to Djibouti, survival has became their first concern. Some would like to learn
how to write and read but claim that they have no hope of going to school.

3.25 The nomads have very low enrollment rates. The main obstacle to their schooling is
distance from the school. The opportunity cost of sending children to school is very high
because most children of nomadic households work with their parents, and their work is
important for the survival of the family. Some parents also perceive school as useless, and they
think that school only generates unemployable people: it is much safer to stay at home and take
care of the livestock.

Private Costs of Education

3.26 The household's welfare level is a key determinant of school enrollment, because of
direct and opportunity costs. The private costs of education are high even where, as in public
schools, tuition is free. Books, writing materials, uniforms and transport constitute most of the
costs necessary to send a child to school. On average, a household spends Fdj 12,938 per year,
for each student enrolled in primary school. The average expenditure is much higher in rich
households. Figure 3.4 shows the per student expenditure of households ranked according to
their welfare quintile. Families in the first quintile spend Fdj 5,095 for each child who attends
primary school. Rich households spend more than Fdj 30,000 for each child enrolled in primary
school. This indicates that rich and poor households are different both in the quantity and in the
quality of schooling provided to their children: rich households send more students to school
(Figure 3.2) and they invest more money for each student (Figure 3.4).
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Figure 3.4: Household Expenditure in Education
(Fdj per enrolled student), 1996
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Source: Staff estimates from EDAM, 1996.

3.27 In addition to the private costs of education, the opportunity costs of keeping children in
school are very high, especially for poor households. Asked why their children leave school,
18.5 percent of the parents surveyed cited direct and opportunity costs as the primary reason.

B. HEALTH

3.28 Poor health status and poverty are highly correlated. Health is both a cause and an effect
of poverty. Poor health status causes lower productivity and falling incomes; and it is also an
outcome of poverty as poor housing conditions and lack of basic nutrients interact to produce
higher incidence of illness. Health conditions affect children's capacity to learn and their school
enrollment. As in most African countries, the health of children and mothers are serious issues.
Measles, respiratory infections, diarrhea, and FGM (see Chapter 10) cause many preventable
deaths. Endemic problems-tuberculosis, malaria, cholera, and AIDS-affect the population in
general. Tuberculosis is connected with heavy flows of immigration.4 In 1992 Djibouti
officially reported 6,979 cases of tuberculosis. Djibouti has a very high HIV seroprevalence rate.
A total of 3,456 cases of HIV infections (of which 579 people were suffering from AIDS) were
reported in 1994.

Health Status

3.29 Good health is a prerequisite to the improvement of a country's human capital. One
primary national level indicator of the overall health status of a country is life expectancy. In
1991 life expectancy at birth in Djibouti was 49, slightly higher than Ethiopia's and Eritrea's
(48), and Somalia's (45), but significantly lower than the average for Sub-Saharan countries and

In Djibouti-ville 60 percent of those receiving treatrnent for tuberculosis are foreigners.
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neighboring Yemen (52 years). Djibouti's life expectancy is much lower than the average life
expectancy of lower middle-income countries (67).5 Other indicators for establishing the health
condition of a country include infant mortality rate, under-five mortality rate, and maternal
mortality rate.

3.30 Infant mortality rate, at 114 deaths per 1,000 live births (1989), is 10 times higher than in
the industrialized countries. This is one of the highest rates among Middle-East and Sub-Saharan
countries. Diarrhea and malnutrition are among the major causes of death among children under
5. On average, a child under 5 years of age has 2.8 diarrheal episodes per year. A study
conducted in the Balbala hospital indicates that 47 percent of children deaths were caused by
diarrhea. The low quality of water and poor (or totally absent) sanitation services contribute to
the spread of diarrhea. Respiratory infections (associated with chronic malnutrition) are the
second leading cause of child death.

Provision of Health Care

3.31 Structure of Djibouti's Health Care System. The present system is too focused on
curative care and too centralized. Health service is provided through seven hospitals, and
eighteen rural and eight urban dispensaries. The main general hospital (H6pital Peltier) is in
Djibouti-ville and has a capacity of 600 beds. The Paul Faure Center (204 beds), the second
largest hospital, specializes in tuberculosis and other respiratory diseases. There is also an 80-
bed maternity, pediatric and obstetric hospital (Balbala). The four district hospitals-with a total
capacity of 300 beds-supervise and act as reference hospitals for the rural dispensaries. The
private health care sector is relatively under-developed.

3.32 Officially, drugs are provided free of charge by "Pharmacie Nationale
d'Approvisionnement." In reality, drugs are rarely available, and the fact that the expenditure for
drugs is the largest expenditure component associated with health care, indicates that they are not
free. Patients often have to go to private pharmacies to have their prescriptions filled.

3.33 Health and hospital services in Djibouti are available to everybody and are virtually free.
As a result, sick people cross the border from Somalia and Ethiopia to obtain these services.
Many of these patients are suffering from such protracted illnesses as tuberculosis (TB), and
AIDS. Over 60 percent of persons hospitalized for TB in Djibouti are non-Djiboutians, as
reported in several Government documents. Because the Government's budget problems do not
allow allocation of extra money to the health sector, it is impossible to rehabilitate the structures
destroyed by the war.

S World Development Report, 1993.
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Access to Health Care
Figure 3.5: Access to Health Centers, 1996
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opportunity costs of I
accompanying the sick person). Instead, nomads hire traditional healers, and go to a dispensary
or hospital only in cases of severe illness.

3.35 Quality of Services. Many households are not satisfied with the quality of the
dispensaries: 33 percent of the inhabitants of Djibouti consider the system poor, and 33.4
percent consider the system only average. There seems to be no difference in the perceived
quality of services for rural and urban locations. According to the PPA, people are very
dissatisfied with the services offered by Government dispensaries because the basic
infrastructures needed to ensure quality is missing. The other two main concerns are the low
quality of personnel and the sporadic availability of drugs. The refugees living in camps can use
the services of a well organized dispensary run by an NGO.

Use of Health Services

3.36 Incidence of Illness. Approximately 5 percent of those interviewed declared they had
been sick or injured in the four weeks before the interview.6 The diseases were likely to be
serious and, on average, people lost more than 50 percent of their days of work over the period of
one year. The incidence of illness was higher among the non-poor. This may be because the
poor are more used to coping with strenuous physical conditions than the rich and therefore
realize that they are sick only if the disease is serious (this would not explain why the poor have
lost more days of work, see Appendix 3), or because the poor and less-educated households are
more superstitious, and less likely to report illness.

6 This may underestimate the percentage of people who were sick (some people would not respond for superstitious
reasons. They think that answering questions about disease will make them sick.)
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Table 3.6: Percentage of Sick or Injured in the 4
Weeks Before the Interview, 1996

Expenditure Sick or Injured Seek Health
Quintile Care

I (Poorest) 4.0 82.7

2 3.5 78.3

3 4.9 74.9

4 5.2 86.2

5 (Better-off) 5.9 86.3

All 4.7 82.1

Source: Staff estimates from EDAM, 1996.

3.37 Among the people who admitted having been sick or injured, approximately 83 percent
sought some kind of health care. Welfare does not explain the percentage of people who sought
health care (the percentage is only slightly higher for the non-poor). Location does make a
difference: 83 percent of the people who fell sick in Djibouti-ville sought some sort of health
care, but only 73 percent of those who fell sick in rural areas used any health care facility There
are no gender differences, but younger people are more likely to seek health care than older
people (87 percent among those younger than 20 and 68 percent among those older than 60).

3.38 Most of the people who did not seek health care did not because they thought that the
illness was not serious (51 percent), some people claimed that they knew what to do (14.3
percent) or had no trust in the doctor (5.3 percent). Only 5 percent of those interviewed said that
lack of money was the reason for not seeking care. Lack of transportation does not seem to be a
serious problem in Djibouti-ville, but 25 percent of those interviewed in rural areas said that lack
of transportation was the main reason for not seeking health care. This contrasts with the results
of paragraph 3.34.

3.39 Public Versus Private. The Table 3.7: Use of Health Facilities (percent), 1996
public sector provides most of the
curative medical services in Djibouti. Expenditure Public Private Traditional
The non-poor are more likely to turn Quintile healer
to the private sector for professional 5.5
health services. Table 3.7 illustrates (P ) 51.7 3.8
the use of health facilities. On 2 59.5 8.8 4.1
average, less than 5 percent of the 3 61.6 11.0 7.0
households have used a traditional 4 62.5 20.8 5.1
healer in the last 12 months. Nearly 5 (Better off) 52.9 34.1 7.5
60 percent of households have used a
public health facility in the last 12 All 57.4 16.6 5.9
months, and 16 percent of households Source: Staff estimates from EDAM, 1996.
have used a private health facility in
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the samne period. Table 3.7 illustrates that the demand for different kinds of health care providers
is correlated with household economic capacity. The use of health facilities increases with
economic welfare. The poor did not use private facilities, but one third of the richest 20 percent
of households used private health facilities.

3.40 EDAM shows that the type of health treatment varies with the material standing of a
family. If medical treatment is sought, many poor families choose to go to a dispensary.
Nationally, almost two-thirds of the very-poor sought professional treatmnent from a dispensary.
Among the non-poor only half of sick used a dispensary. Table 3.8 shows the kind of facility
used by the people who fell sick in the 4 weeks before the interview. It is clear that richer people
tend to use hospitals, while the poor and the very-poor make larger use of dispensaries and
traditional healers.

3.41 In the past, the free provision of health services induced many people to switch from
traditional healers to Government facilities. It emerged from the PPA that, in the last few years,
the unavailability of drugs, the meager economic resources, and the recent introduction of a cost-
sharing mechanism has induced many households to revert to herbs and other traditional
medicines which are less expensive than a health facility.

Table 3.8: Type of Health Facilities Used in the 4 Weeks Before the Interview, 1996

Welfare Group Location

(percent) (percent)

Very-Poor Poor Non-Poor Djibouti Urban Rural All
-ville

Hospital 12.9 16.3 25.9 24.7 8.2 6.3 22.5

Private clinic 3.5 1.8 11.7 9.3 1.4 0 8.2

Dispensary 65.7 58.3 33.2 36.3 79.5 84.4 42.1

SMI 3.5 19.8 13.8 19.7 4.1 3.1 17.7

Traditional healer 6.9 3.0 1.3 1.9 2.7 0 1.9

Other 7.5 0.8 14.1 8.1 4.1 6.2 7.6

All 100 100 100 100 100 100 100

Source: Staff estimates from EDAM, 1996.

3.42 Vaccination. The rates of vaccination of children against tuberculosis (BCG), tetanus,
diphtheria, polio, and measles are very high. EDAM records coverage rates above 80 percent for
all types of vaccinations, locations, and poverty classes. On average almost 86 percent of
children are vaccinated against measles; and almost 95 percent against polio. These ratios are
much higher than the Sub-Saharan average (52 percent) or those of the neighboring countries
(Ethiopia has a vaccination rate of 44 percent for polio and 37 percent for measles; Somalia, 18
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percent and 30 percent, respectively; and Yemen, 62 percent and 57 percent). A previous survey
(MSPAS and UNICEF, 1990) found that 60 percent of children aged 0-5 were vaccinated.7

Table 3.9: Vaccination Rates (Children 12 to 23 months): 1990 and 1996 Compared

Djibouti-ville (1996) Other Urban (1996) Rural (1996) All (1996) All (1990)

BCG 97.6 100 86.1 97.2 94.2

DTP (Polio) 94.4 100 86.1 94.3 84.9

Measles 90.7 81.3 83.0 88.9 88.9

All vaccines 89.8 80.1 70.6 87.7 N/A

Tetanus 76.9 82.2 81.1 77.0 70.7
(Women 15-49)

Source: Staff estimates from EDAM, 1996.

Health Expenditures

Figure 3.6: Yearly Household Expenditures on Health, 1996
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3.43 Expenditure Per Health Care Episode. The analysis of composition and levels of
expenditures is at the aggregate level. Very few people in the sample sought medical care (537),
and out of those, only 62 reported having paid something for the consultation. The poor and the

This survey included only children with a vaccination card. Source "Analyse du systeme de sante' April 1994
page 25. The data presented in this document are based on the declarations of parents.
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non-poor spent approximately the same. People in Djibouti-ville spent more than people in other
urban areas, and people in urban areas spent more than people in rural areas.

3.44 If the analysis is restricted to the households with positive health care expenditure, we
find that the average cost of a consultation was Fdj 1,213, but people who used a private clinic
had an average expenditure of Fdj 6,066. The average cost for transportation was Fdj 697 per
visit. Fifty percent of the households in this group paid for drugs, with an average expenditure of
Fdj 8,626.

Table 3.10: Annual Household Expenditures (Fdj) on Health, 1996
(for those with strictly positive expenditures)

Drugs Fees and Hospital Traditional Transportation Total
Medical Exams Charges Healer Expenditure

All 31,629 23,642 54,742 18,739 4,024.90 39,678
(percent) 50.6 14.0 2.2 5.2 28.8 57.1
Very-poor 10,410 5,368 N/A 9,396 1,289 10,812
(percent) 18.7 1.9 0 5.2 8.0 24.4
Poor 16,748 16,371 31,745 9,487 2,580 18,167
(percent) 35.5 4.7 1.1 6.3 19.1 43.6
Better-off 38,070 24,868 60,867 23,116 4,606 50,212
(percent) 62.0 21.0 3.1 3.9 36.0 67.4
Source: Staff estimates from EDAM, 1996. Only households with strictly positive expenditures on the category are
considered.

3.45 Annual Expenditure on Health. On average, each household spends Fdj 15,994 per
year for drugs. Considering only those with positive expenditure, the average expenditure jumps
to Fdj 31,629. The average expenditure of the richest quintile was Fdj 54,646, and the average
expenditure of the poorest 20 percent of households was Fdj 12,873. Almost everybody who had
a positive expenditure for health care paid for drugs. This strongly supports the conclusion that
drugs are not free.

C. FAMILY PLANNING AND REPRODUCTIVE HEALTH

3.46 High fertility has health costs to the Table 3.11: Total Fertility Rates
individual, costs to the household, and social costs to
the community. For example, early childbearing, Country Total Fertility
close spacing of births and high parity are associated Rate
with maternal and child illness and mortality; scarce Djibouti (1994) 5.8
household resources are distributed among many Ethiopia (1994) 7.5
children, so resources for education, health and Somalia (1991) 6.8
nutrition are extremely limited in poor households.

Sub-Saharan (1991) 6.4

3.47 The total fertility rate (TFR) in Djibouti is 5.8 Yemen (1991) 7.7
children per woman, which is below the Sub-Saharan Source: World Bank, 1996c.
Africa average of 6.4 children per woman. The
average number of children born per woman aged 25
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to 49 (completed fertility) is 6.6 at the national level, with relatively little variation by
expenditure level. The natural (based on fertility and mortality) annual growth rate of the
population is estimated at 3 percent. The 1983 Census and the 1991 Demographic Survey,
estimated the annual immigration rate to be 3.1 percent. This yields a total annual population
growth rate of about 6.1 percent.8 At this rate the population would double in about 12 years,
with a corresponding increase in the demand for social services and unemployment. These
numbers emphasize the importance of a well planned fertility-reducing program.

3.48 The legacy of high fertility rates, as shown by the young age structure of the population
of Djibouti, implies a dramatic increase in the size of population in the most highly reproductive
age groups. According to EDAM, approximately 12.6 percent of the population is younger than
5 years, and nearly half (47.2 percent) of the population is under 15 years of age. Even with a
decline in the fertility rate, the population momentum indicates a long period of continued high
levels of population growth. The demographic pressure resulting from the youth of the
Djiboutian population represents a significant challenge for all economic and social services,
notably education, health and employment.

3.49 High fertility rate, young childbearing, and close birth spacing have detrimental effects on
the health of women and children. A high maternal mortality rate, estimated at 740 per 100,000
live births, indicates the precarious health situation of women of childbearing age. The major
causes of this are malnutrition, anemia, and complications due to female genital mutilation (see
Chapter 10). The joint effects of high maternal mortality and high fertility rates are that 5
percent of the country's women die from pregnancy-related problems.

Use of Family Planning and Delivery Services

3.50 Several types of behavior are relevant to family planning and to other aspects of
reproductive health. These include the use of contraceptives, family planning services, prenatal
care, and delivery care. The available data are on the use of contraceptives and delivery care.9
According to a survey carried out in 1993 (Enquete sur la connaissance, I 'aptitude et la pratique
de la conception), 43.1 percent of the women knew of contraceptive methods, but only 27.2
percent used them: 31.6 percent wanted to use them in the future (see Table 3.12).10 Women
aged 20 to 30 are more likely to know about and use contraception. Women older than forty
have very little knowledge of contraceptive methods. There is a strong relationship between
female literacy and contraceptive practices.

8 The immigration rate may be grossly overestimated.

9 The information is based on CAP, April 1993.

10 The survey covered 490 women, ages 15-49 using health centers in Djibouti-ville. The results are likely to be
biased toward the use and knowledge of contraceptives. A random survey would probably find that a lower
percentage of women knows or uses contraceptive methods.
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Table 3.12: Current Use of Contraception by Age, 1993 (Percent of
Females)

Age Knows About Uses Likely to Use in
Contraception Contraception Future

Age

15-19 38.7 13.2 29.2

20-24 58.4 34.2 45.4

25-29 41.1 29.6 39.8

30-34 33.0 22.5 28.3

35-39 38.4 23.3 27.9

40-44 23.5 23.5 23.5

45-49 33.3 33.3 33.3

Literacy

Illiterate 26.3 13.7 31.6

Literate 72.3 50.1 45.0

All 43.1 27.2 36.5

Source: Enquete CAP, 1993.

3.51 The use of contraceptives is also low among men. According to a survey that covered
1,113 males aged 18-75 resident
in Djibouti-ville (CAP 1995), Table 3.13: Education and Male Fertility, 1995
80.6 percent knew about at least
one method, but only 34.7 Level of Education Less than 3 More than 5
percent used any. The best- Children Children
known methods were the birth (Percent) (Percent)
control pill and the condom. It is No education 3.1 33.3

amongthe young(below 25 and Primnary education 27.1 16.3among the young (below 25) and Lower secondary 40.0 14.5
well educated (secondary Upper secondary or higher 44.2 9.3
education or higher) that the Source: 1995, CAP.
condom is used. Table 3.13
shows that male education is an important determinant of the attitudes towards actual number of
children.
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3.52 Use of Delivery Care. Table 3.14: Use of Delivery Care (percent), 1996
Location is very important in
determining the use of delivery Hospital AtHome AtHome
care centers. More than 90 With Without
percent of the mothers who Traditional Traditional
reside in Djibouti-ville have Birth Birth
their babies in a hospital, and Attendant Attendant
almost sixty percent of the
mothers who live in rural areas Location
have their babies at home. Djibouti-ville 92.6 5.6 1.8

There are also differences Other urban 85.3 11.8 2.9
across welfare levels. The non- Rural 42.1 51.3 6.6

poor are more likely to use a
hospital, and the poor and very-
poor are more likely to have Welfare level
their babies at home. However, Non-poor 93.5 5.6 0.8
the differences across welfare Poor 80.3 15.2 4.4
levels are not as nearly as
dramatic as the differences Very-poor 78.4 17.3 4.2
across locations. Source: Staff estimates from EDAM, 1996.

D. NUTRITION

3.53 Malnutrition is both a cause and an
effect of poverty. Rates of malnutrition
can be used as a proxy for poverty because Stunting or chronic malnutrition (low height-for-age)
poor nutritional status reflects indicates long-term nutritional deficiency, assuming that

repeated nutritional deficits and all episodes of illness will beunsatisfactory welfare caused by a number reflected in slower growth. Malnutrition is often the best
of poverty-related factors. Nutrition is measure to use for poverty analysis as it shows longer-term
also a determinant of poverty because it deprivation. Wasting or acute malnutrition (low weight-for-
affects learning capacity, productivity, height) is an indicator of current severe nutritional imbalance,
mortality and morbidity, all of which put arising from inadequate food or infection. Underweight or

the poor at anadditionaldisgeneral malnutrition (low weight-for-age) is used in clinicalthe poor at an additional disadvantage settings as an indicator for continuous assessment of child
when trying to break the cycle of poverty. growth. Height-for-age and weight-for height scores are

created by calculating the number of standard deviations from
Child Nutritional Status the median of the reference population. By convention,

children who have scores more than 2 standard deviations
below the median for height-for-weight are called stunted (or

3.54 In Djibouti child malnutrition is chronically malnourished): those with more than 3 standard
widespread. High levels of child deviations are called severely stunted (Latham, 1984, provides
malnutrition are clear detriments to the a complete discussion of these measures).

well being of individuals and households.
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Nutrition is critical to the development of human capital because it affects the educational and
intellectual abilities of children. This is particularly true in the early development stages of the
child.

3.55 Analyses of the nutritional status (see Table 3.15) indicate relatively high child
malnutrition rates.11 Among children under 5 years of age, 26 percent are chronically
malnourished (stunted), 13 percent suffer from acute malnutrition (wasted), and about 18 percent
are underweight. Because the first 4-5 years of life are the most critical to the development of
the child, the fact that over 25 percent of Djibouti's future students suffer from malnutrition does
not bode well for the future. These children will be more likely to have high repetition and
dropout rates and lower educational attainment and achievement.

Table 3.15: Nutritional Status by Demographic Characteristics
(percent of children under 5), 1996

Characteristic Stunted Underweight Wasted

(height-for-age) (weight-for-age) (weight-for-height)

<2 S_D' <3SD3' <2 SDR' <3SD W <2 SDa' <3SDa'

Gender

Male 26.4 14.4 19.5 6.2 13.8 2.5

Female 25 12.0 16.9 5.6 12.1 3.1
Locale of Residence

Djibouti-Ville 24.9 12.7 17.1 5.9 12.5 2.7

Other urban 28.4 13.7 25.9 7.1 19.6 4.1

Rural 33.3 21.6 20.9 3.6 7.1 2.0

Gender of the head

Male 26.9 13.8 18.2 5.8 12.2 3.0

Female 16.1 8.8 18.6 6.6 19.0 1.0

Poor households

No khateurb/ 27.7 18.1 18.4 3.9 14.6 1.3

At least one khateur 36.4 18.5 25.0 9.8 15.2 3.9

All Poor 31.4 18.3 21.2 6.4 14.9 2.4

All Children Under 5 25.7 13.2 18.2 5.9 12.9 2.8

Source: Staff estimates from EDAM, 1996.
a/ Z-score is below minus two or minus three standard deviations.
b/ Khateur: person who consumes khat (see Chapter 9).

3.56 Djibouti's major child nutrition problem appears to be stunting from longer-term, chronic
undernutrition, rather than wasting from short-term, acute food deficits. Malnourishment for a

The total sample includes 1,790 children under 5 years of age. However approximately 56.5 percent of these
children (1,011) were excluded from the analysis because of missing or clearly incorrect anthroprometric data,
leaving 779 observations in the sample.
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significant proportion of children begins in the first year of life (about 17 percent are stunted, 8.5
percent are underweight, and 9.3 percent are wasted), when weaning starts. Reasons for this may
be low birth weight, inadequate breast-feeding and poor feeding practices. During weaning,
children may be exposed to contaminated food and water, and thus contract diarrheal diseases
that further deplete their already inadequate nutritional reserves.

Maternal Nutritional Status

3.57 Djibouti has a serious micro-nutrient problem affecting both pregnant and lactating
women. A measure of maternal nutritional status is the prevalence of low birth weight (i.e., the
proportion of infants born with a weight under 2.5 Kg). A 1989 Malnutrition Survey
(Republique de Djibouti, 1990a,b) estimated that 21 percent of newborns were underweight.
These results indicate that low birth weight is a significant public health problem. The high
incidence of low birth weight may result from many factors, including the poor nutritional status
of women, poor nutrition and prenatal care during pregnancy, and a high rate of infections during
pregnancy. The 1989 Survey also reports the results of a study of 399 pregnant women in
protein malnutrition intake (PMI). The results indicate that anemia and iron deficiency were
both problems. Iron-deficiency caused anemia is of particular importance because it increases
the risk of hemorrhage and death during childbirth.

Characteristics of Malnutrition

3.58 Poverty. There is a strong relationship between poverty status and nutritional status.
The link can be as direct as a farnily not having enough money to buy a basic and balanced
basket of food. It can also be indirect through illness or low educational status of the household.
Rates of both stunting and wasting are significantly lower among the better-off than among the
poor: the former group has 31.4 percent of stunted and 14.9 percent of wasted children, while the
latter has 22.5 percent of stunted and 11.8 of wasted children. The poorest households have the
least diversified diet, suggesting a high risk of micronutrient deficiencies, which is reflected in
high and increasing tuberculosis rates. The diet of the poor shows an almost complete absence of
proteins, being essentially based on flour products; meat and fish are eaten rarely, as are
vegetables.

3.59 Other characteristics that may be correlated with malnutrition are gender, location and
khat consumption.

(a) Gender Differences. Table 3.15 shows few gender differences in the proportion
of children under 5 who are malnourished. The data suggest a slightly higher rate
of malnutrition among boys relative to girls.

(b) Gender of the Head. Households headed by a woman have substantially lower
levels of malnutrition.

(c) Location. Malnutrition is higher among the rural population. This can be
explained by the higher poverty of rural populations and the monotony of the food
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available. If the sample had included the nomads, the results would even be
stronger.

(d) Consumption of Khat. Because richer households are more likely to have
khateurs than poor households (Chapter 9), we do not find significant nutritional
differences in the status of children living in households with khateurs. However
among poor households, there are significant differences in the nutritional status
of children between households with and without khateurs, indicating a
substitution between food and khat in a limited budget

Evolution of Child Nutritional Status, 1990-1996

3.60 The goal of the Ministry of Health's
national nutrition program of 1990-1991, to reduce Figure 3.7: Evolution of Child
the malnutrition rates by 25 percent, was not NutritionalStatus, 1990-1996
attained. Overall, the percentage of children
wasted and stunted increased,12 from around 10.7 30
percent and 22.2 percent in 1990, to 12.9 percent 25
and 25.7 percent in 1996, respectively. On the 20
positive side, the prevalence of underweight F 151 _ 3 19
preschool children was estimated at around 22.9 , _19w
percent in 1990: this declined to around 18 percent 1_

in 1996. The results must be seen in perspective.
During this period Djibouti was affected by (i) an .L I
influx of refugees from the war in Ethiopia, (ii) w u Urankd&

severe drought in the region, (iii) civil strife, and Indckor
(iv) deteriorating economic conditions.

Causes of Malnutrition

3.61 Causes of malnutrition can be divided into three groups: (i) household food security; (ii)
maternal and child care; and (iii) health services and health environment. Indicators chosen to
monitor health services and health environment can include: immunization coverage, access to
health services and to safe water, and incidence of low birth weight. This section covers food
security.

In 1990 the MOH in collaboration with UNICEF (Republique de Djibouti 1990a),b), 1990) surveyed 3,500
children up to the age of 5.
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3.62 Food Security. Djibouti is a
drought-prone country faced with a Table 3.16: Food Supply in Djibouti
chronic food deficit: almost all food 1970 1980 1990 1992
is imported. Agriculture has been Total kilocalories per 1,684 1,782 2,385 2,338
limited to vegetable and fruit person
production. During the war, the few Total protein per capita 37.4 43.2 59.8 51.6

smallholders stopped production per day (grams)

because all the gardens were Total fat per capita per 32.4 39.6 51.2 60.5
destroyed. For the past few years, day (grams)

Djibouti has relied on emergency Source: FAO.
food aid to reduce the overall food
deficit, and to provide sustenance for the nomads facing drought. In 1996 it is estimated that
100,000 nomads were stricken by drought conditions in Djibouti.

3.63 Caloric Availability. Food balance sheets prepared by the FAO show that the average
daily availability of calories (Table 3.16) and protein per capita increased steadily during the
1970s and 1980s. At present, energy availability is estimated to be more than 2,250 calories per
day. This figure is slightly higher than the recommended level of energy intake for a moderately
active adult in Djibouti. So malnutrition is not a problem of inadequate food supply, but one of
distribution and purchasing power.

E. CONCLUSIONS AND POLICY IMPLICATIONS

3.64 This chapter emphasizes the serious situation of human capital underdevelopment in
Djibouti. Over thirty years of evidence shows the importance of human capital in economic
growth, development, and poverty reduction. For a country like Djibouti, with few natural
resources, human capital is the key productive asset for development. It is now clear that there
are very high rates of return to investments on schooling and health. Beyond direct economic
benefits, investment in human capital improves the welfare of individual citizens and of the
society as a whole. Important cross-effects between sectors are generated. For example, higher
education levels will reduce FGM, affect birth spacing, and improve the living conditions of
females; more educated mothers will produce healthier, better nourished and more educated
children; health investments will improve nutrition, and nutrition will increase the body's
resistance to disease; better health and nutrition will increase the students' ability to learn.

3.65 Djibouti's education policies need to emphasize two key areas of intervention: (i)
improving the quality of education at the primary and lower secondary school levels and (ii)
expanding access, particularly at the lower secondary level. The lack of quality-enhancing inputs
and limited access to education (most notably to lower secondary education), contribute to high
drop out rates and repetition rates, preclude greater student participation, and perpetuate high
wastage of already constrained resources. One indication of the poor quality of instruction
provided by the primary school is given by the fact that most students fail to progress to
secondary school. To this one must add the severe insufficiency of places at the secondary level.
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3.66 Continued investments are needed to improve the quality of primary and lower secondary
education. Among the problems facing Djibouti's education sector are: (i) lack of qualified
teachers, combined with inadequate provision of teacher training, (ii) inadequate provision of
teaching materials, (iii) inappropriate teaching methods and poor methods for assessing student
learning, and (iv) the highly centralized education system that does not give schools autonomy in
allocating resources.

3.67 While quality of education at the secondary level is a problem, for lower secondary
schools, limited access is the key issue. Enrollment levels in secondary schools are low (the net
enrollment is below 28 percent) and are particularly low for the poor and very-poor. The gender
gap is particularly high in secondary school enrollment (male enrollment is 50 percent higher
than female enrollment). Policies that expand girls' access to secondary education of reasonable
quality will contribute to poverty reduction and economic growth. Given their effect on health
and on fertility reduction, targeted subsidies for girls' education will have high social returns.

3.68 Improving the quality of and the access to primary and lower secondary school requires
additional funding to the sub-sectors. Given the current financial constraints, Djibouti should
explore all potential sources for improving the education system, among these: (i) community
participation; (ii) school-based management; and (iii) enlisting the private sector to mobilize
additional resources. At present, the Government of Djibouti allocates a large share of its
education budget to scholarships and stipends for university education. Most of these
scholarships and stipends benefit the upper classes. A reduction of the budget allocated to these
programs (with means-tested scholarships) would free the resources necessary to improve the
quality of primary education and the quality and access of secondary education. An increase of
enrollment among poor children and females could be achieved by implementing targeted
scholarship programs.

3.69 On the health side, the health of children and mothers is a serious issue. Measles,
respiratory infections, diarrhea, and FGM cause many deaths that could be prevented. These
health problems are amenable to low-cost effective interventions. Serious endemic problems-
TB, malaria, cholera, and AIDS-affect the population in general.

3.70 Policy changes could improve Djibouti's health status and the poverty focus of its public
health expenditures. The present health system is too centralized and is focused on curative care.
Health services are free and available to everybody. This leads to excess demand for the
available resources. Since households are more willing to pay for curative care than for
preventive interventions, a reallocation of resources from curative to preventive care could
significantly improve the efficiency and equity of the health care system.

3.71 Fertility is high in Djibouti; the annual growth rate of the population is estimated at 3
percent. Family planning programs can help to improve female health and reduce fertility.
However, the experience of the past 20 years indicates that such programs can do little more than
meet the needs of those predisposed to using family planning services. Programs aimed to
increase education, in particular female education, (together with IEC campaigns) are the most
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likely to succeed in promoting the use of birth control techniques and increasing the ability of
couples to space their children optimally.



4. ACCESS TO SAFE WATER, SANITATION, AND BASIC
HOUSING CONDITIONS

A. ACCESS TO SAFE WATER

4.1 Every human being should be entitled to safe water. Djibouti is poorly endowed with
natural fresh water and faces a serious challenge in trying to provide its population with potable
water. The water supply is limited, of poor quality, and is increasingly in demand. Climatic
conditions are extremely severe, with a low average annual rainfall (125 millimeters),' and
strong evaporation, which prevent permanent rivers flow. Permanent surface water is found only
in the lakes Assal and Abbe. Both lakes are below sea level and extremely salty. Water supply
in Djibouti depends thus on the use of ground water tables and 5 oueds-2 This water, however, is
of mediocre quality: the environment and over-exploitation often make the water too salty to
drink-the chloride, nitrate, and sodium content is well beyond World Health Organization
(WHO) norms. In general, Djibouti's precarious water supply suffers as much from low quality
and excessive salinity as it does from scarcity.

4.2 Djibouti-ville is supplied with water from a ground water table (la nappe de Djibouti) of
more than 30 boreholes, some of which are becoming progressively more saline. A strategy to
face this deterioration of water supply linked to a growing demand could include managing better
the water distribution,3 digging new boreholes, replenishing the ground water artificially,
searching for new resources beyond the nappe de Djibouti, and desalinizing water.

Water Distribution Systems

4.3 The water company, Office national des eaux de Djibouti (ONED), established in 1983,
is in charge of water management for Djibouti-ville and the other urban centers. ONED
distributes the water through three systems: public standpipes, tankers, and piped connections to
households.

4.4 Public Standpipes. They are the only source of water for many Djiboutian households.
The system used to obtain water from these standpipes is not the system used in other African

i The rainfall is even lower (between 50 and 100 mm) in the North East of the country.

2 Oueds are rivers or river areas which are completely dry some of the time and then, often without warning, can
quickly turn into dangerous, raging waters.

3 In 1994, water lost in the distribution process represented 34 percent of water produced-an increase from 20
percent in 1990.
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countries. Most households own a rubber hose and use it to transfer water from the standpipe to
their dwelling. Neighbors may share the expenditure for the rubber hose and help dig it into the
ground. This becomes similar to a piped water system and eliminates the need for water porters
who are so important in other African countries. The households do not pay for the water used
(and do not have a transportation cost) but they pay a fee to the guardian of the standpipe. The
households pay only a fixed cost for using the standpipe (the hose and the guardian fee) and the
marginal cost is zero. This leads to excessive consumption and waste of water.

4.5 Besides over-consumption, there are two problems with the public standpipes. The first
is related to unequal distribution: out of the 38 existing standpipes, 36 are located in Balbala and
only 2 in the rest of Djibouti-ville. The second, and more important problem, is linked to the
lack of drainage in standpipe areas. The spilled water stagnates around the standpipe: this has
major implications for health and quality of life. Because of these problems, water supply
through public standpipes is under scrutiny. A cost recovery project is being discussed in which
ONED would sell water to a private operator who would then resell it to users.

4.6 Tankers. The second form of distribution is through tankers. ONED sells the water to
the owner of the tankers who then resells the water to the individual customers.4 Approximately
10 tankers distribute water in Djibouti. These tankers, previously owned by ONED, were
privatized in 1992, and are now owned by rich notables. The buying price is Fdj 63 per cubic
meter and the water is sold at Fdj 500 per cubic meter. A tanker with a capacity of 8 cubic
meters can generate a net monthly profit of almost Fdj 1 million (Omar, 1995).

4.7 Individual Piped Connections. The third form of distribution is through individual
piped connection. The percentage of households connected to the ONED network varies widely
across neighborhoods. In some neighborhoods all the households are connected to the network;
in others only one out of ten households is connected.

4.8 As for water provided through the public standpipes, a poor pricing system leads to
excessive consumption. Since ONED bills the full cost of the connection, the fixed cost of
connecting to the network is particularly high and can reach Fdj 600,000. At the same time, the
marginal cost, that ranges from Fdj 63 to Fdj 142 per cubic meter, is well below the price
charged by the tankers. Households with broken water meters are charged a lump sum, yielding
a zero marginal cost for water.

4.9 The high connection costs and the possibility of illegal hook-ups are reflected in the low
increase of official connections (see Figure 4. 1).

4 The tankers are filled by big pipes shaped as an inverse J, and often referred as to "la potence."
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4.10 While the private resale of
water is illegal in Djibouti, 34 Figure4.1: NumberofConnectionstotheONED
percent of households buy their Network
water from the owners of water taps.
The water is not sold at a price per 16,OOD

bucket, as is customary in many 14,000

African countries, but at a price to 12oOD

connect a hose to a tap in the house. l 000

Omar (1995) estimates that the , 8,C-

average price for the connection is
Fdj 2,300 per month, per household. E

Assuming a monthly consumption of z
6.5 cubic meters, yields an estimated 1982 1983 S194 1956 1986 197 1988 199l 1991 1992 1993

price of Fdj 350 per cubic meter. In Year
most cases the households who sell
water are the same households who Source: Omar, 1995.
damaged their meters and pay a
lump sum for water. ONED
estimates that damaged meters and illegal connections lead to a level of underbilling close to 30
percent of the total value of the
water sold.

Table 4.1: Percentage of Households by Source of
4.11 The patterns of access to Potable Water and by Region, 1996
safe water vary according to _________________________
region. Table 4.1 shows that Djibouti- Other Rural
almost 40 percent of households Main source Total vile Urban
residing in Djibouti-ville have Tap inside the house 37.6 39.8 38.5 10.5
access to water from a tap inside Tap outside the 30.1 34.4 13.6 8.1
the house; another 34 percent house
have a tap outside the house; 14 Vendor 1.1 1.4 .0 .3
percent buy water from a water Watertruck 12.1 14.0 .3 10.5
truck; only 6 percent of Borehole 1.1 .4 3.6 4.7
households use public standpipes. Well 2.4 .0 1.5 33.4
The situation is very different in Other 4.5 4.1 6.5 5.9
other urban areas, where more Total 100.0 100.0 100.0 100.0
than 36 percent of the households Source: Staff estimates from EDAM, 1996.
obtain water from a public
standpipe and almost nobody
buys water from a water truck. In rural areas, wells, standpipes, and water trucks are the most
important sources of water: fewer than 20 percent of the rural households have a tap inside or
outside the house.

4.12 The difference in the sources of water are very large within the districts. For instance, 84
percent of households in Obock have a tap inside the house, compared with 20 percent in Arta



66 Chapter 4

and Wea. At the same time, 66 percent of households in Arta and Wea use a standpipe, but only
8 percent of the households living in Obock do so.

4.13 There are also large differences within rural areas. For instance, 69 percent of rural
households in the district of Tadjoura obtain water from wells, but only 19 percent of households
in the district of Ali-Sabieh use wells. The successful design and implementation of water
supply policies and projects must consider these different regional characteristics.

4.14 The pattern of Table 4.2: Djibouti-ville: Households by Source of Potable
access to water is clearly Water and by Quintile, 1996
correlated with poverty.
Almost forty percent of Quintile
households residing in (Percent)
Djibouti-ville are connec- Source of potable Total Poorest 2 3 4 Richest

ted to the ONED network water
that supplies tap water Tap inside the house 39.8 9.9 18.3 32.3 50.3 67.2
directly to houses, but Tap outside the house 34.4 34.4 37.3 43.5 35.3 24.9
householdsohouses,nbuto Standpipes 6.0 11.2 13.4 6.0 2.7 0.9
households belonging to Vendor 1.4 2.2 4.2 0.9 0.3 0.2
the richest quintile are Water truck 14.0 31.5 23.0 12.2 8.1 4.7
seven times more likely to Other (primarily wells) 4.4 10.8 3.8 5.1 3.3 2.1
be connected to the Total 100 100 100 100 100 100
ONED network than Source: Staff estimates from EDAM, 1996.

households belonging to
the poorest quintile. More than 50 percent of households belonging to the upper two quintiles
have a tap inside their house, but less than 10 percent of the households belonging to the poorest
quintile do so. The percentage of households who purchase water from a water truck decreases
steadily as household welfare rises. Since the water purchased from a tanker is more expensive,
clearly the poor pay more for the same good.5

4.15 The price charged by ONED is Fdj 63 per cubic meter for the first 30 cubic meters of bi-
monthly consumption; Fdj 102 per cubic meter for the following 50 cubic meters; and Fdj 142
for every cubic meter thereafter. Even with this pricing scheme (introduced in 1991), ONED
water is still four times cheaper than the water bought from trucks (the system of water
distribution is highly regressive). Since many households damage their water meters, the price
actually charged to the people connected to the ONED network is even lower than the list price.

4.16 EDAM provides detailed information on the amount of water bought from trucks or
vendors. Water consumption per person varies according to expenditure level-from 113 liters
per week for those in the first quintile (the poorest) to 347 liters per week for those in the fifth

Table A4.1 in Appendix 4 shows that the provision of water through the ONED network is biased against the
poor. The upper 2 quintiles own 65 percent of the connections: the lower two quintiles own only 16 percent.
Chapter 6 discusses the distribution of water subsidies by quintile; it shows that the rich capture the implicit
water subsidy.



Chapter 4 67

quintile (the richest). For those who get their water from trucks or vendors the share of
household expenditures on water is about 6 percent for the poorest households, and about 3
percent for the richest.

Time Spent Fetching Water

4.17 Table 4.3 shows the Table 4.3: Time Spent Fetching Water, 1996
average amount of time spent
fetching water in different Djibouti- Other Rural
regions of the country. Time Total ville Urban
Compared to other African (Percent) (Percent) (Percent) (Percent)
countries, water is easily 0 51.6 51.6 54.9 33.0
accessible by most of Djiboutian Less than 10 minutes 17.4 16.2 19.9 27.8
households. Over 94 percent of Less than 30 minutes 22.6 22.9 18.1 25.9

Less than I hour 6.7 7.3 2.6 7.3

households spend less than one Less than 2 hours 0.8 0.8 1.3 1.0
hour a day fetching water; and More than 2 hours 4.8 0.2 3.3 4.8
more than 87 percent of the Total 100.0 100.0 100.0 100.0

population, less than 30 minutes. Source: Staff estimates from EDAM, 1996.
Even in rural areas, more than 86
percent of households spend less than 30 minutes a day fetching water.

B. SANITATION

4.18 Appropriate sanitation facilities are, together with clean water, a necessary condition for
reducing the incidence of diarrheal disease and preserving the environment. Proper sanitation
requires connection to a sewage system or a septic tank. The availability of a latrine with water
is also very important.

4.19 Table 4.4 shows that more Table 4.4: Percentage of Households Connected to a
than 40 percent of households Tbe44 ecnaeo oshlsCnetdt 
thave n peropern syste of houseSewage System or to a Septic Tank, 1996
have no proper system of
drainage for used water. Even Total Djibouti- Other Rural
allowing for the fact that ville Urban
sanitation services are less Sewage system 10.2 11.8 4.9 0.0
developed in rural areas, the Septic tank 47.9 50.7 45.1 18.7

situation is particularly troubling Other 41.9 37.5 50 81.3
in Djibouti-ville and other urban Total 100.0 100.0 100.0 100.0

areas. Having (in densely Source: Staff estimates from EDAM, 1996.
populated areas) almost half the
households without proper sanitation services, exposes the population to high health risks.
ONED estimates that 11 percent of households residing in Djibouti-ville have no sanitation
system. Between 1981 and 1986, 24 km of sewer were built; but according to official estimates,
less than 6 percent of the water used in Djibouti is treated (Republique de Djibouti, 1996).
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4.20 Table 4.5 shows that less Table 4.5: Type of Latrine (Percent), 1996
than 20 percent of households
have latrines with water. Most Total Djibouti- Other Rural
households have latrines without ville Urban
water or have no latrines. Latrine with water 18.3 20.0 14.1 3.0

Latrine without water 70.0 61.5 72.2 48.1
Other 11.7 18.5 13.7 48.9
Total 100.0 100.0 100.0 100.0

Source: Staff estimates from EDAM, 1996.

C. HOUSING CONDITIONS

Djibouti-ville

4.21 Because of the climatic constraints, which have prevented the country from developing
its agriculture sector, most economic activity is concentrated in Djibouti-ville. The 1991-93 civil
war and the relative prosperity of the country compared with its neighbors have caused a massive
influx of displaced persons and refugees toward the city. As a result of this migration and
demographic growth, Djibouti-ville has extended itself into peripheral areas which, being
deprived of services, have become sprawling slums. However, in some areas of Balbala (West of
Djibouti-ville) most households have access to basic infrastructures and services.

4.22 Most well-off households have decent housing conditions. Housing for the poor, on the
other hand, is extremely precarious, often built from salvaged materials, leading to unsafe and
unhealthy living conditions (see Table 4.6). In addition, poor households are sometimes illegal
occupants of the land on which the accommodation was built. They are thus exposed to the risk
of eviction ("decasements").

4.23 More than 70 percent of the poorest households own their slum dwellings. The
proportion of owners, however, decreases as the level of welfare increases-only 54.9 percent of
the richest households own their houses (see Table 4.6). About 20 percent of the poorest
households (those in the first and second quintiles) rent, and are forced to allocate approximately
23 percent of their expenditure to rent.
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Table 4.6: Housing Conditions by Expenditure Quintile in Djibouti-ville (percent),
1996

Quintilew
Total 1 2 3 4 5

(poorest) (richest)

Building materials (external
walls)

Cement, brick, concrete 31.5 9.8 13.4 23.7 42.0 61.1
Sheet metal or planks 67.2 87.0 84.6 76.0 57.3 38.3

Mean area per capita (square 7.3 4.9 5.8 6.0 7.0 11.9
meters)
Housing with electricity 69.4 27.6 56.4 74.0 87.2 93.9
Status of occupation

Owner 65.5 74.0 72.5 64.0 64.7 54.9
Tenant 25.8 19.2 21.3 29.2 24.8 32.7
Provided by the Government 4.2 0.3 1.7 2.9 7.2 8.0
(free)

Connected to sewage system 11.7 6.8 8.2 12.3 13.0 16.8
Latrines with water 20.0 3.2 6.9 10.9 22.7 48.9

a/ Quintiles are based on Djibouti-ville distribution only.
Source: Staff estimates from EDAM, 1996.

Other Cities and Rural Areas

4.24 Other cities aside from Djibouti-ville have not been as affected by the massive influx of
displaced people. Some people in these smaller cities, especially Obock in the North, left
because of the civil war and the lack of economic activity. Housing is often adequate and usually
built of cement, concrete, or bricks (68.4 percent, compared with 31.5 percent in Djibouti-ville).
Accommodations built from less durable materials (sheet metal or planks) represent only 15.2
percent of the total (67.2 percent in Djibouti-ville). The situation, however, is less satisfactory
than in Djibouti-ville in other respects, such as access to electricity or levels of hygiene.

4.25 Some villages have been deserted or destroyed by civil war, and plundering has
contributed to the deterioration in housing conditions. The Government is implementing a
rehabilitation program for these areas. It is essential that this program embody close co-
operation with the local population and that all initiatives and responsibilities are not left entirely
to Government agencies or the international community. Improving housing in rural areas is not
sufficient to ensure that rural populations will stay or will return to their region of origin.
Housing policy in rural areas must be considered within a wider framework, which includes the
development of economic activities and improvements in social service delivery, transportation,
and infrastructure.
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D. CONCLUSIONS AND POLICY IMPLICATIONS

4.26 Improving access to safe water and sanitation should be a key element of Djibouti's
poverty alleviation strategy. To address the long-term issue of availability and quality of water
will require policies both on the supply- and demand-side. On the supply-side, given Djibouti's
harsh environment, the introduction of new water harvesting methods is extremely important and
should draw from experience in other countries with similar environments. An appropriate
pricing system, which would discourage the use of water for non-essential needs and rigorous
management of water distribution should both be put in place.

4.27 Regarding the distribution of water, for the urban population, including Djibouti-ville, the
ultimate objective is to have the entire population connected to the ONED network, recognizing,
however, that standpipes and water trucks will remain the primary source of water supply for
poor neighborhoods for a long time to come. The strategy should focus on the issues with regard
to the installation and management of standpipes, and to the water truck subsector (filiere),
seeking advice and participation from users and consumers. For rural areas, the strategy should
include a program of digging new boreholes and wells, and rehabilitating and maintaining
existing ones. Participation of the beneficiaries should be ensured.

4.28 The formulation of an appropriate pricing scheme is particularly important. At present
there are very high fixed costs in connecting to the water network, but then the marginal cost is
close to zero. Artificially low tariffs are a major constraint on the expansion of the system, with
two added negative effects. First, the present system does not allow poor households to connect
to the network and, second, the system leads to excessive consumption of water by households
connected to the network.

4.29 Housing conditions are particularly poor in Djibouti, and a large proportion of the poorest
households live in the slums. Djibouti-ville has been affected by the massive influx of displaced
people and by rapid demographic growth. The physical manifestation of poverty is evident. The
city, unable to keep up with increased demand, has extended itself into peripheral areas which
have become sprawling slums. In the rural areas, some villages were deserted or were destroyed
by the civil war. Given the large unmet needs of the Djibouti-ville population, effective
rehabilitation programs offer an avenue to improving basic living standards while, in the short-
run, generating some employment. Squatter-upgrading or slum-improvement programs, that
look at (i) affordable standards, (ii) cost recovery, (iii) improved institutional capability, and (iv)
community participation, could broaden the provision of sustainable, low-cost housing (World
Bank, 1992). In rural areas, improving housing is not sufficient to ensure that the population will
stay or will return. In addition to looking into housing policies and regulations, a broader
framework must include improving the economic and social infrastructure.
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5. LABOR MARKET

5.1 Labor is the most important asset of the poor: the extent to which individuals and
households have access to employment largely determines poverty levels. Earnings, the primary
source of household income, are a critical determinant of poverty. The PPA showed a clear
sense that poverty was attributable to lack of employment. Since labor is an abundant resource
in Djibouti, encouraging its use is consistent with rapid and efficient growth, and will affect
poverty reduction. This chapter focuses on the employment status of the poor. Special attention
is paid to: (i) labor force participation and the correlation between poverty and unemployment;
(ii) characteristics of employment; and (iii) the structure of wages.

5.2 The analysis shows that Djibouti is characterized by low labor force participation and
high long-term structural unemployment. The latter is caused by a highly distorted dual labor
market, characterized by a large public sector that pays wages and benefits well above the levels
paid by the private (both formal and informal) sector. The high social security contributions (see
Chapter 7) are also an obstacle to development of the private formal sector. As in the rest of this
report, the picture drawn in this chapter does not include nomads and the homeless. Including
these two disadvantaged groups would probably show lower participation rates and higher
unemployment rates.

A. CHARACTERISTICS OF THE POPULATION

Distribution of the Labor Force

5.3 Economic well being, especially among the poor, is closely related to the structure of the
labor market. Because of this, it is important to describe the main features of this market and
their relationships to poverty. In this report poverty is measured according to adult equivalent
expenditures. The entire household is considered poor or non-poor. Labor market
characteristics, however, are individual characteristics; yet such characteristics strongly influence
the economic status of the household.

5.4 The overall labor force participation in Djibouti is 46 percent: 33.4 percent for women
and 62.1 percent for men. Figure 5.1 shows the composition of the population of Djibouti aged
15 and above.' The most striking feature is the number of employed (26 percent of the

The labor force is defined as the number of employed plus the number of unemployed who, in the four weeks
before the interview, have been actively searching for a job. The participation rate is obtained by dividing the
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population) which is smaller than the number of those who claim to be unemployed (36 percent
of the population). This is not reflected in an unemployment rate greater than 50 percent because
approximately 40 percent of those who claimed to be unemployed had not been actively
searching for a job and so are considered out of the labor force. This is an indication that the
discouraged worker effect is a serious problem in Djibouti. Besides discouraged workers, most
people outside the labor force consist of home makers and students (1 1 percent).

5.5 Almost 10 percent of the
population live in very-poor Figure 5.1: Composition of the Population, 1996
households (see Chapter 2, Table 2.4),
however, only 6.7 percent of those Students Other

who are employed live in poor Pensioners1 _ Employed

households; on the other hand, the 3% 26%

poverty rate among the unemployed A
(i.e. among those looking for a job but Home makers 

unable to find one), and the 22%

discouraged workers is higher than 20
percent. - =Unemplyed

Discouraged

5.6 Among the employed there are 15%
differences, too. Those employed in Source: Staff elaborations from EDAM, 1996.
the public and private informal sector
have poverty rates close to 6 percent. But those employed in the private formal sector have a low
poverty rate (2.5 percent), while the self-employed have a high poverty rate (11.9 percent). The
composition of the employed is such that 41.8 percent of the employed report working in the
public sector, 18.7 percent are self-employed, and only 15 percent work in the private formal
sector.

B. LABOR FORCE PARTICIPATION

5.7 Poverty, location, and Table 5.1: Participation Rates (Percent), Individuals 15 or
gender are strongly correlated Older
with participation in the labor
market. Table 5.1 shows the Djibouti-ville Other Urban Rural Total
participation rates for those Gender
aged 15 and above. The very- Male 62.6 61.0 57.7 62.1

poorandthepoorhav r Female 35.2 26.1 16.8 33.4
poor and the poor have lower Female 35.2 Poverty Status

participation rates than the Very-poor 36.1 38.9 27.1 34.4

non-poor. The difference Poor 45.0 41.2 33.1 43.2
between the very-poor and the Non-poor 48.8 45.9 50.0 48.7

Total 47.4 42.7 35.7 46.3

labor force by the total number of inhabitants aged 15 or more. The unemployment rate is the number of
unemployed divided by the number of people in the labor force.

2Not unexpectedly, there are no poor among the employers.



Chapter 5 73

non-poor is particularly large. The participation rate of the very-poor is 14 percentage points
lower than the participation rate of the non-poor. The correlation between economic welfare and
participation is particularly high in rural areas where the very-poor have a participation rate close
to one half that of the non-poor.

5.8 Participation rates in Djibouti-ville are higher than in rural and other urban areas. This is
because the female participation rate in rural areas is extremely low (16.8 percent, less than one
half of the female participation rate in urban areas). Rural households require a greater amount
of household work because they have more children, lack access to basic services and so need to
allocate time to collecting wood for cooking and to fetching water for drinking.

5.9 The participation rate is correlated with gender. Sixty-two percent of males participate in
the labor force, but only 33 percent of females do so. The low female participation rate indicates
that the return from jobs available to females are lower than the benefits from household work.

5.10 The activity rate has remained constant over the last 5 years. It was 46.2 percent in 1991
(Republique de Djibouti, 1992) and 46.3 percent in 1996. The female participation rate has
increased from 29.4 to 33.4 percent. Over the same period, the male participation rate decreased
from 65.9 to 62.1 percent.

5.11 Participation
rates across age groups Table 5.2: Participation Rates for Different Age Groups
follow a similar pattern (Percent), 1996
in the different areas of
Djibouti (Table 5.2). Gender Location _____

The participation rate Age Male Female Djibouti-ville Other urban Rural Total
15-20 31.6 30.4 30.6 34.6 28.3 30.9

peaks at the age group 21-25 60.2 47.6 54.0 48.1 40.9 52.8
41-50 and then starts 26-30 77.8 41.8 57.7 49.2 40.5 56.1

decreasing. This is 31-40 85.9 30.3 56.8 45.8 40.4 55.0
dictated by the 41-50 86.2 27.3 58.9 50.8 41.0 57.1
behavior of the male 51-60 64.2 22.7 43.4 44.8 34.4 42.9

participatio rate. In 61-65 41.5 6.3 24.0 22.7 33.3 24.4participation rate. In More 39.1 12.8 27.2 15.4 19.6 25.6
fact, while the male Source: Staff estimates from EDAM, 1996.
participation rate peaks
at 86.2 percent in the
age group 41-50, female participation peaks at age 25 and then decreases noticeably over the life
cycle. This is a clear indication that the return from working outside the household is lower than
the return from taking care of a growing family, and that being a mother and wife keeps women
out of the labor force.



74 Chapter S

5.12 Education should be another key
factor in determining participation in the Figure 5.2: Education and Participation in the
labor market, but Figure 5.2 shows no LaborMarket,1996
clear correlation between education and 90

the participation rate in Djibouti. At first,
participation increases with education then 70 ale /
it starts decreasing (for those with six I \/
years of education) and then increases 60

again for those with more than nine years c 5 t\ / ;

of education. The gender gap, very large -. / * , "\ -

for low levels of education, decreases 30 , Female!

noticeably when education increases. This 20 -

indicates that for women to participate in 10
the labor market, they must have a o
comparative advantage relative to 0 I 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

household work. Years of Education

Source: Staff elaborations on EDAM, 1996.
5.13 The finding that labor market
participation does not increase with education is explained by Figure 5.3, in which only non-
students are plotted. The low participation rate of those with seven to fourteen years of
education is due to the fact that some in this education group are still in school. Once students
are excluded, we observe a positive correlation between education and participation rate. Figure
5.3 also shows the negative correlation
between education and gender gap.

5.14 To consider the joint effect of all Figure 5.3: Education and Participation in the
these factors on the probability of Labor Market for Non-students, 1996
participating in the labor market, we
estimated a Probit equation. The results 90

are presented in Table A5.1 of Appendix Mal
805. The main results of the estimations are

that: (i) males are 27 percent more likely 70

to participate in the labor force than 60

females; (ii) residents of Djibouti-ville are
more likely to participate in the labor , Female'

force than residents of other urban and :
rural areas (and the latter are less likely to 30

participate than the former); (iii) 20

participation is positively correlated with
education (each additional year of
education increases the probability of o
participating by two percentage points); 0 1 2 3 4 5 6 7 8 9 10 11 12 13

and (iv) the relationship between age and Years of Education

participation is non-linear for males (the Source: Staff elaborations on EDAM, 1996.
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probability of being in the labor force peaks at age 44 and then starts decreasing) and is negative
for females.

C. UNEMPLOYMENT

5.15 Unemployment is, by 3

far, the most important Table5.3: UnemploymentRate(Percent), 1996
economic problem in Djibouti-ville Other Urban Rural Total
Djibouti. The average un- Gender

employment rate is close to Male 39.9 39 38.9 39.8
45 percent: the most dis- Female 50.1 52.4 66.1 50.7
advantaged economic groups Poverty Status

Very-poor 64.0 63.4 50.6 61.2
have unemployment rates Poor 56.6 51.7 51.9 55.5

higher than 60 percent. The Non-poor 37.1 27.4 23.0 36.3
demobilization of up to Total 44.1 43.3 45.7 44.1
9,000 soldiers will add to the Source: Staff estimates from EDAM, 1996.
unemployed.4 Besides the
demobilization, most of the individuals interviewed in the PPA claimed that the main cause of
unemployment was the reduction in the activity of the port.

5.16 The distorted dual labor market and the scarcity of natural resources are among the main
causes of Djibouti's high unemployment. The unemployment rate, together with the low
participation rate, show that a very small percentage of Djiboutians do work (less than 26 percent
of the population aged 15 and over). The situation is even more dramatic for females, who have
a participation rate of 33 percent and an unemployment rate of approximately 51 percent. Less
than 17 percent of the females aged 15 or over work.

5.17 The high level of unemployment is
not cyclical (due to the war) or frictional. Table 5.4: Long-term Unemployment as a
Table 5.4 shows that most of the people Percentage of Total Unemployment, 1996
who do not have a job are long-term Male Female All
unemployed (i.e., people who have never Location
had a job). This indicates that Djibouti is Djibouti-ville 68.0 77.7 72.5
characterized by high structural Other urban 80.8 93.9 85.9
unemployment. Rural 69.1 88.5 76.2

Poverty Status
Very-poor 69.8 88.6 77.0

5.18 The unemployment rate is even Poor 72.5 76.0 76.9
higher if the "discouraged workers" are Non-poor 65.9 83.1 70.7
taken into account. Approximately 40 per- Source: Staff estimates from EDAM, 1996.
cent of those who claim to be unemployed
did not actively look for a job in the four weeks before the interview. Technically, these people

3 The unemployment rate is the ratio of unemployed to the total of employed plus unemployed.

4 Most of the already demobilized soldiers are young and without education. Seventy percent of them are younger
than 30, and 74 percent of them are illiterate.
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are considered out of the labor force, and therefore they do not contribute to the unemployment
rate. The discouraged worker theory postulates that some people do not actively search for a job
because, given the poor conditions of the job market, the probability of finding one is extremely
low. Once these discouraged workers are taken into account, the unemployment rate of Djibouti
increases to 59.9 percent.

5.19 The rural unemployment rate is higher than the unemployment rate for Djibouti-ville and
other urban areas. This is due to the higher female unemployment rate (the male unemployment
rate is slightly lower in rural areas) and to the lower levels of education of those living in rural
areas. The probability analysis of Table A5.2 shows that, after controlling for education and
gender, the difference in unemployment between rural and urban areas is not statistically
significant.

5.20 The data probably underestimate the Box 5.1: Survival Strategies
participation rate and overestimate the "My husband has been unemployed for the last 20 years
unemployment rate because the data may and divides his time between sleeping and discussions with
not capture underemployment. This is the neighbors. Two of my sons are unemployed as well and
particularly true for females. The PPA spend their time with their friends. I am the only one who

showed that,inhousehodswhereallthedoes something for the family. My only resources come
showed that, in households where all the from the sale of the "galettes" that I bake and then sell in
men are unemployed, women resort to the neighborhood's market. Some days I lose money. At
various activities to feed their families (see noon I go back to the house, prepare lunch and do some
Box 5.1). housework. I do everything very fast because I need to go

back to the market."

5.21 Youth unemployment is a serious
problem (Figure 5.4). Almost 80 percent of Source: PPA, 1996.
Djiboutians aged 15-20 are unemployed,
and more than 58 percent of those aged 21-25 are unemployed. Female unemployment is higher
than male unemployment for the age group 20 to 40. Females older than 40 have lower
unemployment rates than males in the same age group. The decline of unemployment with age
can be explained by the limited
skills of new entrants in the Figure 5.4: Unemployment Rates for Different Age
labor market and by the fact that Groups, 1996
youths may be unwilling to
accept available employment 50

because they prefer to wait for 45

an "ideal" job. Given the high 40-
cost of labor, the creation of _
new jobs in the formal sector is 25- OFemale

0
close to zero and given the non- °& 20 lTotaI

availability of alternative jobs, E 15

very few people "exit" from the D 10

formal sector jobs they hold. 0

According to the PPA, most 15-20 21-25 26-30 31-40 41-50 5060 60-65 More

young people think that without Age Group

the "right connections" it is Source: Staff elaborations from EDAM, 1996.
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impossible to find a job. The low unemployment for older females is explained by their very low
participation rate.

5.22 When studying the cor-
relation between unemployment Figure 5.5: Unemployment and Level of Education,
and education, one might expect
that unemployment decreases with
education; Figure 5.5 shows that
the relationship between these two 70 /rma7

variables is non-linear. At first, 6o- . .a\
un-employment increases with x 

education. Unemployment peaks 8) so wIe
E

at 6 years of education and then 0 40,

decreases. Female unemployment E 30 ''
is almost always higher than male c

unemployment. The gender gap is
high for levels of education 10
betweentwo andten years and it is 0 I I l l l E

lower for high and low levels of 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

education. Years of Education

5.23 To consider the joint effects Source: Staff elaborations from EDAM, 1996.
of these factors on the probability of being
unemployed, we estimated a Probit equation. Table 5.5: Age, Education and
The results are presented in Table A5.2 of Probability of Being Unemployed, 1996
Appendix 5. Gender and location are not P of
significantly correlated with unemployment. Being Unemployed
When only men are considered, there is a (Percent)
negative correlation between unemployment Male Female

and education (each additional year of Age 25
schooling reduces the probability of being Years of education:
unemployed by one percentage point)5 and a 0 66.4 53.4
non-linear relationship between age and 6 55.0 59.9

unemployment. Even if the relationship Age 45
between age and unemployment is non-linear, Years of education:
unemployment decreases with age, and the 0 24.6 18.7
probability of being unemployed reaches a 6 16.2 22.8

minimum at age 62. For women we observe a 13 9.1 28.2
positive relationship between education and Source: Staff estimates from EDAM, 1996.

unemployment. This is attributable to higher participation in the labor force of educated women.
Table 5.5 simulates the effect on unemployment for different ages and level of education and

The probability analysis does not find the non-linear relationship between unemployment and education that
appears in Figure 5.5.
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clearly shows that unemployment is negatively correlated with age, positively correlated with
education for women, and negatively correlated with education for men. 6

5.24 Figure 5.6 shows that the structure Figure 5.6: Share of Each Quintile in Total
of the labor market is important in Income from Labor
determining economic well-being. The
fifth quintile receives 44 percent of the Poorest (1)6% 2
total labor income: the fourth and fifth
quintile together earn more than 66 percent
of the total income from labor (Figure
5.6). The poorest 20 percent of the Richest(5)

44% 3
households earn 6 percent of the total 16%

labor income.

5.25 Unemployment is the Main
Cause of Poverty. This section studies in 4

greater detail the relationship between 23%

unemployment and poverty. Table 5.3
shows economic welfare to be closely Source: Staff estimates from EDAM, 1996.
related to unemployment. Thirty-six
percent of the non-poor are unemployed, but more than 55 percent of the poor and very-poor are
unemployed. The very-poor have an average unemployment rate of 61 percent and, given a
participation rate of 34.4 percent, this means that only 13 percent of the very-poor have a job.
The sectors of employment for the poor will be identified later in this chapter.

5.26 Unemployment clearly increases the risk of the household being in poverty. Most
households escape poverty only because of their earnings from employment. Thus it is important
to examine the relationship between poverty and unemployment. Poverty is more prevalent
among households with fewer earners, relative to the size of the household. Moving from
households with no employed members to households with employed members, one observes a
dramatic decrease in the incidence of poverty (see Table 5.6). Forty percent of the very-poor live
in households where no member is employed. These results underscore the importance of job
creation in Djibouti.

5.27 The results of the estimations presented in the Appendix to Chapter 2 can be used to
quantify the impact of joblessness on household welfare. Simulations both show that an increase
of one percentage point in the share of household members who are employed will increase adult
equivalent expenditure by Fdj 2,400, and make it possible to study the relationship between the
percentage of household members who are employed and the probability of being poor. The
results also indicate that an increase of one point in the percentage of household members who
are employed decreases the probability of being poor by 0.8 percentage points.

6 To simulate the data of Table 5.5, two separate estimations were performed: one for males and one for females.

7 The distribution of labor income is more equal than the distribution of adult equivalent expenditure. This might
indicate that most social transfers are poorly targeted.
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5.28 Not all the Employed
Are Able to Escape From Tabler5.6: Incidence of Poverty by Number of
Poverty. Poverty is clearly Workers and Sector of Employment of the Head, 1996
correlated with the type of Pover Contribution to
employer. Poverty incidence Rate Total Poverty
varies from 3.3 percent for (Percent) (Percent)
households whose head is Number of workers
employed in the private sector, 0 22.7 55.2
to 6.9 percent for households 1 7.1 34.1

headed by a member with a job 2 3.7 6.5

in the informal sector, and 20.7 Typeofemployer 11.6

for households headed by an Private formal 3.3 2.8
unemployed person. When we Private informal 6.9 2.5

consider the higher poverty line Unemployed 20.7 39.3

of Fdj 216,450, 61 percent of Other 10.1 45.3
the households with heads a/ The poverty rate gives the percentage of people that live in

households below the Fdj 100,229 poverty line
employed in the informal sector
are classified as poor vis-a-vis a poverty rate of about 30 percent for those households whose
heads hold jobs in the formal sector (private or public).

5.29 In all regions of
Djibouti, the public Table 5.7: Distribution of the Employed (Percent), 1996
sector is the main DJibouti-ville Other-urban Rural Total
employer, but there are Public sector 39.7 57.9 52.1 41.8

regional differences re- Private formal 16.4 5.3 7.7 15.1

garding the sector of Private informal 19.3 12.0 9.7 18.3
employment (Table Total Wage Eamer 75.4 75.2 69.5 75.2
5.7). Fifty-five per-cent Self-employed 18.4 19.0 23.9 18.7
of wage earners are civil Employer 1.2 1.2 1.5 1.2
servants: only 30 per- Other 5.0 4.7 5.0 5.0

cent of those who earn a Total 100 100 100 100

wage in the formal Source: Staff estimates from EDAM, 1996.
sector work for the
private sector. The private sector is more developed in Djibouti-ville and almost non-existent
elsewhere in the country. Approximately 20 percent of the people who work are employers or
self-employed, and more than 18 percent of the employed work in the informal sector.
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Table 5.8: The Employed by Different Sectors of Activity, 1996

Sector Gender Welfare Level
(Percent) (Percent)

Male Female Very-poor Poor Non-poor

Public sector 54.8 17.9 34.8 34.4 45.4
Private sector (formal) 16.7 12.2 6.4 12.3 16.5
Private sector (informal) 9.4 34.4 19.2 22.2 16.4
Self-employed 14.6 26.2 35.1 24.5 15.9
Employer 1.4 1.0 0.0 0.5 1.6
Other 3.1 8.4 4.6 6.3 4.3

100 100 100 100 100
Source: Staff estimates from EDAM, 1996.

5.30 Gender is Important in Determining Type of Employment. More than 54 percent of
employed males work for the public sector, but fewer than 18 percent of employed females are
civil servants. A large percentage of the employed females work in the informal sector (see
Table 5.8). The public sector is the largest employer of the poor and the non-poor, and the
second largest employer for the very-poor. Only 6 percent of the very-poor have a job in the
formal private sector: more than 16 percent of the non-poor work in the formal private sector.

5.31 Most employed women work as domestics or in hotels and sales, while most employed
men work for the public sector. A large percentage of the very-poor work in hotels and sales,
while more than 40 percent of the non-poor work for the public sector.

E. WAGES

5.32 Another key factor in determining earning from labor is the wage structure. This section
illustrates: (i) the average wages paid in different sectors and for different types of jobs, and (ii)
the correlation among wage, gender, welfare group, and location.

5.33 Wages are related to
gender and location. Table Table 5.9: Average Monthly Wages (Fdj), 1996
5.9 shows the average wage Djibouti-ville Other Urban Rural Total
for gender, welfare levels, Gender
and different locations in Male 79,880 55,492 47,489 75,929
Djibouti. On average, males Female 37,498 59,741 38,237 39,453

Expenditure group
and residents of Djibouti- Very-poor 23,932 25,380 34,249 26,531
ville have higher wages. Poor 39,906 54,462 40,749 41,885
Females, the poor, and the Non-poor 73,457 65,121 57,155 72,683
very-poor obtain higher All 63,326 59,417 46,059 62,365
wages outside Djibouti-ville. Source: Staff estimates from EDAM, 1996.
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5.34 It is interesting to identify differences in wages paid by different industries for different
jobs. Table 5.10 and Table 5.11 illustrate the mean wage for different sectors of activity and
different types ofjob. The two tables also show the percentage of male, female, very-poor, poor,
and non-poor employed in the various sectors.

Table 5.10; Sector of Employment and Mean Wage, 1996

Gender Welfare Level
(percent) (percent)

Sector Mean Wage Male Female Very-poor Poor Non-poor
(monthly)

F dj_ _ _ _ _ _ _ _ _ _ _ _

Public sector 75,722 84.8 15.2 4.0 26.9 73.1
Private sector (formal) 68,457 71.3 28.7 2.0 26.6 73.4
Private sector (informnal) 30,505 33.3 66.7 5.0 39.8 60.2
Self-employed 65,674 50.4 49.6 9.0 42.9 57.1
Employer 146,648 72.9 27.1 0.0 11.8 88.2
Other 32,977 40.4 59.6 4.4 41.6 58.4

Source: Staff estimates from EDAM, 1996.

5.35 Employers have the highest income from labor. The second most remunerative sector is
the public sector, followed by the formnal private sector. People who work in the informal private
sector have very low average wages. Although there is a substantial difference between the
average income of employers and employees in the public sector, this difference may be reduced
as individuals in the public sector receive generous benefits and non-wage compensation not
fully captured by information on earnings. Females are over-represented in the informnal private
sector. This may explain the wage differential between men and women.

Table 5.11: Type of Job and Mean Wage, 1996

Gender Welfare Level
(Percent) (Percent)

Activity Mean Wage Male Female Very-poor Poor Non-poor
(monthly)

Hotel and sales 59,766 47.9 52.1 7.7 57.4 42.6
Industry and energy 84,007 74.7 25.3 4.0 83.3 16.7
Transport and 119,184 94.3 5.7 3.6 76.0 24.0
telecommunications
Domestic aide 19,347 7.8 92.2 3.3 69.2 30.8
Public administration 73,273 85.7 14.3 4.1 71.9 28.1
Other 66,391 83.4 16.6 1 4.6 61.1 38.9
Source: Staff estimates from EDAM, 1996.

5.36 By occupational groupings, individuals in the transport and telecommunication industry
earn the highest average wages (but fewer than 4 percent of the employed work in these sectors).
Domestic aides earn the lowest wages: less than one-sixth the average wage of a worker in the
transport and telecommunications industry. Table 5.11 shows that females are over-represented
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in the sectors with the lowest average wage. A high percentage of the poor work in sectors with
high average earnings, but within these sectors the poor and very-poor are confined to the worst-
paid occupations (janitors, watchmen). Their wages are much lower than the average wage for
the sector.

5.37 The results of the analysis carried out so far do not allow us to identify the factors that
explain wage differentials with confidence. For instance, Table 5.9 shows that women have
lower average wages than men, but it is impossible to say if this is due to gender discrimination
(i.e., men and women doing the same job being paid differently) or to the fact that a large
percentage of women work in sectors that pay low wages. To identify the factors that determine
the wage structure, an "other things equal" analysis is necessary.

5.38 To explain wage differentials we use the following variables: location (Djibouti-ville,
rural, other urban), education, sex, age (to proxy for experience), type of job (sales and hotel,
industry and energy, transportation and telecommunications, family aid, and public
administration), and sector (public sector, formal and informal private sector, self employed, and
employers).

5.39 The results of the analysis can be summarized as follows:8

(a) Education is very important in explaining wages. Ceteris paribus, for each
additional year of education, the monthly wage increases by Fdj 5,392 (i.e., 8
percent of the average wage paid in Djibouti).

(b) Experience (proxied by age) is positively correlated with wages: older workers
earn more than young ones. Each additional year of age increases the average
wage by approximately Fdj 1,000.

(c) The transport and telecommunications industry pays higher wages. Other things
being equal, the monthly wage of an employed person in this sector is Fdj 48,304
higher than the monthly wage of the average worker.

(d) Family aides have lower wages than average (Fdj 12,600 below the average), and
the self-employed and employers have higher wages than average (Fdj 212,00 and
Fdj 76,300 above the average respectively).

(e) Gender is not central to determining wage. The "other things equal" analysis
shows that once we control for several factors, the difference between male and
female wages is not statistically significant. There is no direct discrimination:
men and women with the same job and same skills are paid the same wage. There
is discrimination, however, in a sense that men have access to better-paid jobs,
while women are often limited to low-paid domestic jobs.

The full set of results from the regression is reported in the Annex to Chapter 5.
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F. CONCLUSIONS AND POLICY IMPLICATIONS

5.40 The structure of the labor market is important in determining economic well-being.
Unemployment (and particularly youth unemployment) is the most serious economic problem of
Djibouti and a main cause of poverty. This analysis has allowed the identification of some
characteristics that determine the highly unequal distribution of labor income.

5.41 Djibouti has: (i) low labor force participation, (ii) exceptionally high unemployment
(particularly long-term unemployment); (iii) a dual labor market (with the formal sector paying
wages well above the informal sector); and (iv) very high public sector wages. The presence of
persistently high levels of unemployment would normally lead to a reduction in wage levels,
permitting absorption of some unemployed. Instead, the high level of wages paid by the formal
sector has apparently resulted in people queuing for formal sector jobs and not accepting other,
low-paying available jobs, as shown in the high rates of youth unemployment. Public sector
wages, together with other labor market restrictions, limit any downward adjustment in private
sector formal wages, giving rise to the dual labor market and high unemployment rates.

5.42 Given the extremely limited size of its own domestic market, Djibouti's long-term future
depends on increasing its competitiveness. Because of the country's location, level of
infrastructure, limited natural resources and lack of arable land, the service sector is the main
source of growth with particular focus on the Ethiopian market.9 In this regard, labor costs (both
wages and social security payments) represent a major determinant of the competitiveness of
Djibouti's private sector. Any strategy to increase competitiveness will need to concentrate on
two key elements: (i) a reduction in wages paid by the formal (especially public) sector; and (ii)
the implementation of policies to facilitate the entry in the labor market and creation of new jobs.

Chapter 8 illustrates the employment opportunities of the fishing sector.



6. GOVERNMENT SOCIAL SECTOR SPENDING

A. DOMESTIC RESOURCES

6.1 Government spending on the social sectors is inadequate to operate the network of public
health and education facilities. Because the country has almost no natural resources, economic
growth in Djibouti strongly depends on the enhancement of its human resources. Analysis of the
health and education budgets suggests that the present pattern of expenditures is not conducive to
effective human resource allocation.I

Table 6.1: Total Government Budget Estimates, 1995

Expenditures Budgeted 1995 Share of Total Share of GDP
(Fdj millions) Expenditures (percent)

(percent)
Education 3,370 9.6 3.8
Health 1,728 4.9 2.0
Total 35,923 100 40.1
Source: Public expenditure review note (World Bank, 1996).

6.2 In 1995 the Government budgeted Fdj 5,098 million, or 14.5 percent of its total budget,
for the health and education sectors (Table 6.1). Approximate spending per capita is US$38.4 in

2education and US$19.6 in health. Although these values are high compared with other East
African countries, examining the composition of expenditures in the health and education sectors
shows anomalies. In both sectors, spending is primarily oriented toward wages and salaries, at
the expenses of materials, and toward tertiary, as opposed to primary, levels. These tendencies
have been accentuated in the last five years, reducing the effectiveness of Govenmment spending.
In 1995 80 percent of the expenditures on health, and 75 percent of the expenditures on education
were allocated to personnel emoluments, with little left for operations and maintenance or capital
expenditures (other than those costs financed by donors). For example, in the education sector,
wages and scholarships to students studying abroad accounted for 95 percent of the education
budget: only 5 percent (or less than US$1.6 per capita) was left for other inputs.

The sector data employed here exclude direct donor expenditures which are not recorded in the budget or which
are channeled outside the budget.

2 These figures are based on an exchange rate of Fdj 177.72 per dollar and an estimated population of 500,000.
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Table 6.2: Composition and Level of Expenditures on Health and Education, 1991-1995

1991 1992 1993 1994 1995
Education expenditures as percent of GDP 3.19 3.79 4.36 4.04 3.83
Health expenditures as percent of GDP 2.20 2.47 2.45 2.03 1.96

Health expenditures as percent of total expenditures 5.36 4.85 4.89 4.74 4.90
Education expenditures as percent of total 7.78 7.43 8.70 9.42 9.55
expenditures

Composition of Health Expenditures 100.00 100.00 100.00 100.00 100.00
Personnel 65.50 70.08 75.62 85.93 81.31
Non-personnel (excluding materials) 14.83 12.87 11.15 9.10 13.00
Materials 19.67 17.05 13.24 4.97 5.69

Composition of Education Expenditures 100.00 100.00 100.00 100.00 100.00
Scholarships 18.92 0.00 30.15 19.26 20.77
Personnel 74.03 94.21 65.46 78.07 74.58
Non-personnel (excluding materials) 5.24 3.90 2.79 1.85 3.32
Materials (primary level) 1.82 1.89 1.60 0.82 1.34

Source: Public Expenditure Review Note (World Bank, 1996).

6.3 Education. Education spending, as a share of the total budget, increased from 7.8
percent in 1991 to 9.6 percent in 1995. However, this increase reflects essentially higher wages
and salaries and higher scholarship payments.3 Government spending on materials has remained
steady at less than 2 percent of the total spending on education; and Government spending on
non-wage expenditures declined by 49 percent in nominal terms between 1991 and 1994.
Accounting for inflation and population growth, this implies a decline in real per capita
expenditures of 60 percent. Most of this decrease was concentrated on reducing expenditures on
materials, with negative consequence for the quality of educational services.4

6.4 Health. Health spending, as a share of total budget, declined from 5.4 percent in 1991 to
4.9 percent in 1995. Within the health budget, expenditures on personnel increased, while
expenditures for drugs decreased from Fdj 350 million in 1991 to less than Fdj 100 million in
1995. Accounting for inflation and population growth, this implies a decline in real per-capita
expenditures of 80 percent. As in the education sector, this decrease was concentrated on
reducing expenditures on materials. As the delivery of health services depends critically on an
adequate level of materials, provision of health services has certainly deteriorated.5

3There are insufficient data to establish whether this is due to an increase in wages or in the number of teachers, or
both.

4This figure excludes donor expenditures.

5 Again, expenditures on materials exclude donor expenditures.
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B. WHO BENEFITS FROM GOVERNMENT SPENDING?

6.5 One function of government is to promote equity and efficiency by improving the
distribution of welfare. Public spending is a key mechanism available for redistribution, and this
instrument is even more important in countries like Djibouti where the Government lacks
alternative instruments to fulfill its redistributive role. This section assesses the extent to which
public expenditures on education, health, housing, and water benefit poorer groups in Djibouti.6

6.6 The measures of household welfare presented in Chapter 2 are based on household
equivalent expenditures and exclude the monetary value of publicly-provided goods. This
chapter looks at whether government programs reduce or increase inequality in the welfare
distribution. Efficiency of public programs is defined by the share of total public subsidy
which actually accrues to the poor. Using this measure, the targeting of programs is judged to be
pro-poor if the share received by the poor (the two bottom quintiles for the purpose of this
chapter) is larger than their proportion of the population.

C. WHO BENEFITS FROM GOVERNMENT SPENDING ON EDUCATION?

6.7 The distribution of education subsidies across different levels of schooling arises from a
mix of factors-both demographic and behavioral-that determine the number of children
enrolled in each quintile. In Djibouti, as in many other developing countries, poorer families
have more children. The average number of children below the age of 12 is 0.38 for households
in the bottom quintile and 0.26 for households in the top quintile. There is also the behavioral
factor of how likely different households are to enroll their children in school (Table 6.3).
Enrollment rates among poor families are much higher at the primary school level than at the
secondary school level, but they are still lower than the rates for richer families. The greater
number of children in poor households implies that they will receive a higher percentage of the
education subsidy than wealthier households, but their lower enrollment rates pull in the opposite
direction and imply that they will receive less.

6.8 Estimates of the incidence of education spending assume that each pupil in Djiboutian
schools has an equal amount spent on him or her. The strong possibility that primary schools in
wealthier areas receive more education spending per pupil means that the following section will
under-estimate the skewedness of educational spending towards richer households.

Allocation of estimated public sector subsidies to household members is based on their use of the publicly-
provided service.
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Table 6.3: Enrollment Rates by Age Cohorts and Welfare Quintiles (percent), 1996

School Status Poorest Second Third Fourth Richest All
Age 6-9

Not in school 43.0 28.7 31.7 22.3 19.1 29.7
Government school 48.3 58.2 58.6 72.3 72.5 61.1
Non-government school 8.8 13.1 9.7 5.4 8.4 9.2
Total 100 100 100 100 100 100

Age 10 to 13
Not in school 33.2 16.8 15.8 12.1 9.9 18.8
Government school 52.7 72.4 74.5 77.5 82.6 70.4
Non-government school 14.1 10.9 9.7 10.4 7.5 10.8
Total 100 100 100 100 100 100

Age 14 to 19
Not in school 69.2 59.8 53.5 46.0 39.4 54.8
Government school 18.9 28.9 37.0 44.3 49.7 34.5
Non-government school 12.0 11.3 9.5 9.7 10.9 10.7
Total 100 100 100 100 100 100
Source: Staff estimates from EDAM, 1996.

6.9 How well are education subsidies targeted?7 The program most efficient in reaching the
poor is primary education (see Table 6.4), but it is basically as efficient as a non-targeted
subsidy: approximately 20 percent of primary school spending goes to each quintile. The better-
off receive more benefits from secondary education than poor households; and, at the bottom end
of the distribution, expenditures on secondary education are about as unequal as overall welfare
distribution. In the secondary and tertiary programs, the fourth and fifth quintile receive 53
percent and 60 percent, respectively, of the total benefits. Because the share of university
spending in total spending is high (21 percent of total education expenditures accrue to the
tertiary sector), it is likely that overall education spending goes disproportionately to the better-
off.

Table 6.4: Distribution of Government Spending on Education (percent), 1996

Quintile Poorest Second Third Fouirth Richest All
Primary education 20.2 21.2 19.5 21.3 17.8 100
Secondary education 7.9 17.1 22.1 25.3 28.0 100
University (scholarships) 8.1 14.3 18.1 18.1 41.4 100
Source: Staff estimates from EDAM, 1996.

D. WHO BENEFITS FROM GOVERNMENT SPENDING ON HEALTH?

6.10 Various expenditure-incidence studies have been carried out to identify who receives
subsidies from health spending. The conclusions unanimously hold that expenditures on public
health and basic curative health care are more pro-poor, while subsidies at tertiary levels

7 Absence of Government budget data broken down by program precludes obtaining an aggregate of who benefits
from public social spending in Djibouti.
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primarily accrue to the rich. Djibouti is not an exception to this finding, though the magnitude of
the inequality of the distribution appears to be much smaller than in neighboring countries.8

6.11 Among the 4.7 percent of Djiboutians who reported themselves ill or injured in the 4
weeks before the interview, 82 percent sought health care of some type. Fewer of the poorest
(82.1 percent) than the richest (86.7 percent) sought health care. Dispensaries are the most
common source, used by 34.3 percent of all Djiboutians. The Hospital Peltier and SMI are the
next most comnmon source of care, used by 15.6 percent of Djiboutians. There are, however,
large differences among welfare groups as to where people seek care. Those in the poorest
quintile rely on dispensaries more than twice as often as those in the richest quintile. Likewise,
those in the poorest quintile are only half as likely as those in the richest quintile to seek curative
care at the Hospital Peltier-1 2. 1 percent versus 22.3 percent of cases.

Table 6.5: Use of Selected Health Services (percent), 1996

Quintile Poorest Second Third Fourth Richest All
Ill or injured, last 4 weeks 4.0 3.5 4.9 5.2 5.9 4.7
Ill or injured who seek care 82.7 78.3 74.9 86.2 86.3 82.1
Use Government facility for first visit 87.7 85.0 58.1 82.1 43.0 79.0
Source: Staff estimates from EDAM, 1996.

6.12 These three factors-who is ill, who seeks care, and where they seek care-influence the
final distribution of the use of each service (see Table 6.5). This in tum affects the efficiency of
Government expenditures in reaching the poor. Government expenditures on SMI and
dispensaries are fairly well targeted to the poor, with 41 percent of the total dispensary spending
allocated to the poorest 40 percent of the population. By contrast, the poorest 40 percent receive
only 22 percent of hospital subsidies, compared with the 20 percent of individuals in the top
quintile who gain 29 percent of total hospital subsidies (Table 6.6).

Table 6.6: Distribution of Use of Selected Health Services (percent), 1996

Quintile Poorest Second Third Fourth Richest All
Dispensary and SMI 21.9 18.7 22.2 20.3 16.9 100
Hospital P81tier 11.2 10.9 24.4 24.6 28.9 100
Source: Staff estimates from EDAM, 1996.

6.13 The distribution of dispensary and SMI spending in regional terms is fairly equal; the 5.8
percent of the population living in the rural areas capture 5.9 percent of the subsidy; and the 11.5
percent of the population living in urban areas outside Djibouti-ville capture 11.9 percent.
However, the distribution of hospital spending is clearly biased against the rural populations: the
rural population captures 1.7 percent of the benefit, the urban population captures 4.1 percent.
The 82.7 percent of the population living in Djibouti-ville capture 94 percent of the total
Government subsidy for tertiary care.

8 It is not possible to estimnate the distribution of overall health spending.
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E. WHO BENEFITS FROM GOVERNMENT SPENDING ON WATER?

6.14 The distribution of Government spending on water was calculated assuming that only
households with a private connection to the public system were receiving the water subsidy (see
Chapter 5 for more details on the water system in Djibouti). If we look at the percentage of
subsidy accruing to each quintile, the water program clearly fails the test of being pro-poor, and
is in fact pro-rich for Djibouti as a whole. The 20 percent of the population with expenditures in
the lowest quintile receive just 6 percent of the subsidy, while the 20 percent in the highest
quintile receive 34.4 percent (based on use of sources). The distribution of water spending is
clearly biased against the rural population, which captures only 1.9 percent of the benefit.

Table 6.7: Distribution of Water Subsidies (percent), 1996

Quintile Poorest Second Third Fourth Richest All
Tap in the house 6.2 13.0 19.7 26.8 34.4 100
Source: Staff estimates from EDAM, 1996.

F. WHO BENEFITS FROM GOVERNMENT SPENDING ON HOUSING?

6.15 The Government used to provide free housing to 5.1 percent of the Djiboutian households
(civil servants). The program was poorly targeted and inefficient compared to a uniform
provision of lump-sum cash transfers. The richest 20 percent of the population received much
more benefit from the program than was warranted by their share in the population: 37.2 percent
of Government houses went to the highest welfare quintile (see Table 6.8). Less than 11 percent
of all Government-provided housing went to the bottom forty percent of the welfare distribution.

6.16 Government expenditure on the "housing subsidy" represented a cost in the sense that
these are foregone revenues which benefit the better-off and which could be used in alternative
programs. According to the household's own evaluation,9 the average monthly subsidy
corresponds to Fdj 47,718 (US$ 270). Since 1,883 households were benefiting from this implicit
subsidy, the amount foregone corresponded to about Fdj 1.1 billion (US$6.1 million).10 In 1995
the Government spent Fdj 1.7 billion in the health sector, and Fdj 3.3 billion in the education
sector. The opportunity cost of free housing for Government employees could have been
directed to primary education, and would have represented a 30 percent net increase in the
expenditures in the sector. Alternatively, this would allow the Government to make a lump-sum
transfer of Fdj 3,870 per person, which would reduce poverty more effectively than the current
policy.

6.17 The Government has taken significant steps to reduce housing subsidies. Direct
Government expenditure on housing decreased from Fdj 803 million in 1995 to Fdj 725 million

9 This is the monthly rent the household should pay if it were to rent the house at market rates.

10 In 1995 the Government incurred Fdj 803 million in payment for leases for civil servant housing. Expenditures
on electricity and housing together in 1995 totaled roughly Fdj 1.9 billion, or about 40 percent of the total
allocation for materials and maintenance.
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in 1996: the planned expenditure for 1997 is Fdj 400 million. At the same time, the
Government significantly reduced the number of households that receive free lodging.
Currently, 90 percent of those who receive free lodging are school teachers.

Table 6.8: Distribution of Government Housing, 1996

Quintile Poorest Second Third Fourth Richest All
Number of Govemment houses 60 141 373 609 700 1883
Percentage of Government houses 3.2 7.5 19.8 32.3 37.2 100.0
Source: Staff estimates from EDAM, 1996.

G. BAGUETTE SUBSIDY

6.18 The Government indirectly subsidizes the baguette, by subsidizing the flour used to
produce the bread.

Table 6.9: Distribution of Subsidy on Baguette, 1996

Quintile Poorest Second Third Fourth Richest All
Distribution of households 13.1 17.9 19.4 21.7 28.1 100
(percent)
Share of bread on total food 10.83 9.1 7.1 6.4 5.2 7.6
expenditure
(multiplied by 100)
Share of bread on total expenditure 4.6 3.7 2.75 2.2 1.6 2.9
(multiplied by Io00)
Source: Staff estimates from EDAM, 1996.

6.19 The Government subvention to the baguette is clearly non-efficient: although both the
share of bread on total food expenditure and on total expenditure declines with expenditure. The
poorest 40 percent receive only 31 percent of the total bread subsidy, compared with the
wealthiest 20 percent of individuals who gain 28 percent of total bread subsidy. A non-targeted
subsidy, with each 20 percent of the population receiving 20 percent of the benefit, would be
more pro-poor than the present subsidy scheme.

H. GINI EXPENDITURE ELASTICITIES

6.20 When a government cannot use means testing and must rely on indirect instruments such
as taxes and subsidies, or on direct government expenditures, the effectiveness of the policy
instrument will depend on the relative impact of the policy on the poor and the rich, rather than
on the impact among the poor or on the impact among the rich. So policy evaluation requires
comparison of the incidence among the poor with incidence among the rich. Any analysis that
relies solely on the head count poverty index will have serious drawbacks when used to analyze
poverty-alleviating policies. In particular, the head count poverty index ignores the welfare
among the non-poor and, therefore, violates Pareto optimality. Even if there is no significant
difference between a household just above the poverty line and a household just below the
poverty line, the head count poverty index classifies these two households in different groups;
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any policy able to shift the marginal household just above the poverty line would overstate the
effect of the policy toward poverty reduction. Even more paradoxically, a policy that imposes a
tax on the very-poor and a transfer on the households just below the poverty line would be
judged as poverty reducing according to the head count poverty index.

6.21 This section decomposes the Gini coefficient for adult equivalent expenditure in Djibouti
into three components: (i) inequality among the poor; (ii) inequality among the non-poor; and
(iii) inequality between the two groups. This decomposition can be applied to study the
distributional impact of different taxes, subsidies, or government expenditure policies on welfare
inequality (Yitzhaki, 1996).11

Table6.10: Gini Expenditure Elasticities

All Poor Non-poor Between Poor and
Non-poor

Gini coefficient 0.39 0.20 0.29 0.24
Share in Gini coefficient 1.00 0.03 0.34 0.63
Khat 1.25 1.93 1.03 1.33
Bread 0.31 0.51 0.24 0.34
Scholarships 0.13 1.10 -0.45 0.33
Housing allowances 1.76 3.97 1.69 1.69
Source: Elaboration from EDAM, 1996.

6.22 Table 6.10 displays the (Gini) expenditure elasticities for selected goods. These
elasticities indicate the effect of a small change in a tax or subsidy (levied on a commodity or on
an income source), or of a small change in governmental expenditures (e.g. on education, on
health), on the Gini index of inequality of welfare. If the Gini expenditure elasticity is greater
than 1.0, a tax will decrease inequality; if the elasticity is less than 1.0 the tax will increase
inequality; if the elasticity is equal to 1.0 the tax will not affect inequality. In general, the higher
the elasticity, the more progressive the tax will be.

6.23 The first two rows of Table 6.10 show the decomposition of the Gini index among groups
and the weight of each group. The between-group inequality determines more than 60 percent of
the overall Gini index. Any policy that can reduce between-group inequality will have an
important weight in reducing inequality in Djibouti.

6.24 From the analysis of Table 6.10 we find that:

(a) An increase in the price of khat will not affect inequality among the rich. It will
reduce overall inequality, inequality among the poor, and inequality between
groups, making it an incidence-neutral ideal target for taxation.

(b) An increase in the price of bread (reduction of subsidy) will increase overall
inequality and inequality among all groups. However, the bread subsidy is not
efficient (see Table 6.9) in reaching the poor.

Appendix 6 provides a detailed description of the methodology used to estimate Gini expenditure elasticities.
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(c) University scholarships increase inequality among the poor. But scholarships
decrease overall inequality, inequality among the rich and inequality between
groups.

(d) Housing allowances increase inequality across the board. The effect is
particularly strong in inequality among the poor. This result is consistent with an
earlier finding that that housing allowances were poorly targeted to the poor.

I. CONCLUSIONS AND POLICY RECOMMENDATIONS

6.25 This chapter reviewed the Government sector expenditures and assessed the extent to
which public expenditures on education, health, water, housing and baguette subsidy are
equitable. The review of the health and education budgets suggests that the present pattern of
expenditures is not conducive to effective human resource allocation. In both sectors, spending
is primarily oriented toward wages and salaries, at the expenses of materials, and toward tertiary,
as opposed to primary, levels. These tendencies have been accentuated in the last five years,
reducing the effectiveness of Government spending. The challenge is to restructure the
expenditure program to provide adequate financing for critical development activities.

6.26 The results of the assessment show that Government expenditures could be more
effective in helping the poor; some barely reach poor households at all. An increase in efficiency
could be achieved by (i) reallocating resources from university education, hospitals, housing
allowances and the water sector to primary education, health dispensaries, and preventive health,
which are more used by the poor, and (ii) promoting policies to increase the participation of the
poor in programs like secondary education, where the inequality in benefits is due to very low
enrollment rates among the poor groups.

6.27 Improving the efficiency of education programs as a targeting mechanism requires
spending more on primary schooling, which is slightly pro-poor, and improving the efficiency of
the existing secondary and tertiary education programs. Because of the considerable positive
social externalities from literacy and numeracy, this could be achieved by increasing the number
of children from poor households enrolled in secondary schools, and by shifting resources from
university scholarship programs to the primary level. At the secondary and tertiary level more
resources should be spent on scholarships targeted to the poor. For example, the amount being
spent on free housing for Government employees could be directed to primary education. This
would represent a net increase in the expenditures in the sector, while keeping total expenditures
at the same level.



7. GOVERNMENT SOCIAL TRANSFERS AND INTER-
HOUSEHOLD TRANSFERS

A. THE SYSTEM OF GOVERNMENT CASH SOcIAL TRANSFERS

7.1 There are two systems of Government cash social transfers in Djibouti. Both, as expected
at Djibouti's level of development, pertain to the middle to upper classes. The first, more
important system, is the Caisse des Prestations Sociales (CPS) that applies to all formal sector
workers whether employed by the private sector, parastatals, or public administration. The
second system, Caisse Nationale des Retraite (CNR), pays-out the pensions of state
functionaries. The workers who are covered by CPS are subject to collective convention; the
functionaries are not.

Caisse des Prestations Sociales

7.2 The CPS collects the contributions for, and pays-out, four types of cash transfers:
retirement pensions, disability pensions, various family allowances, and health benefits. The
contribution rates are assessed on the payroll inclusive of the estimated benefits. These rates are
6 percent for the retirement pension, 1 percent for disability, 5.5 percent for family allowances
and 6.2 percent for health care. The whole amounts to 18.7 percent of the payroll: 15.7 percent
is paid by the employer, and 3 percent by the employee (one-half of the retirement pension
contribution).

7.3 CPS is experiencing major financial problems. It is unable to collect sufficient funds to
pay the transfers in full and on time. The collection problems stem from two sources: inability to
effectively check and enforce payments from the private firms and parastatals, and Government
arrears to CPS.

7.4 The first problem is very common. Private enterprises tend to misrepresent either or both
the number of employees they hire and their wages. There is no controlling influence on the part
of the workers-who, in principle, should be interested in having employers pay the
contributions so that they can benefit in future-because the workers bargaining position is too
weak (they are often willing to accept jobs even without social insurance) and because some of
the transfers received are not directly affected by the amount of contributions. For example, to
qualify for retirement pension, 15 years of contributions are required. However, only the last
four years are taken into account to calculate the effective pension. During the first 11 years, the
actual declared wages, and hence the contributions paid, do not matter for determining the
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entitlement to a pension. Similarly, eligibility for family allowances derives from formal sector
employment; not from the amount of declared wages or contributions.

7.5 The second problem is caused by large fiscal deficits which result in delayed payments.
The Government fails to pay in full the contributions due for its own employees. The effect of
these two shortfalls in revenues is that CPS runs arrears. At present, pensions are paid with 3-
month delays, and only about half of eligible family allowances are being disbursed. The lack or
irregular nature of revenues means that payments are sometimes consolidated: instead of paying
allowances monthly, CPS may pay the amount overdue for three months all at once.

7.6 The revenue problem is exacerbated by slow growth or stagnation of formal sector jobs.
In part this stems from low or negative GDP growth in the last five years.

7.7 Pensions are based on the wages earned during the last four years of employment. The
replacement rate is calculated as follows: for each year of service up to 15, a person receives 3
percent of the four-year average salary; for each year above 15, two percent. Thus for, say, 25
years of service one would receive a pension equal to 65 percent of the average salary over the
last four years of active employment. The total number of CPS pensioners fluctuates between
4,500 and 5,000. The average pension amount is about Fdj 29,000 (US$164) per month, which
is almost one-half of the current average wage. This yields total annual pension spending of Fdj
1.75 billion (about US$10 million or 2.4 percent of the 1996 estimated GDP). There are no
precise figures on the number of contributors to the CPS pension fund. According to CPS
estimates the number of workers that should contribute (there are no official figures on the
number of workers who actually pay contributions) is close to fifty thousand, or about 10
contributors per 1 pensioner. Since the average ratio of contributions to pensions is 1 to 8,2 the
contributions should be sufficient to cover the pension outlays. One possible explanation for the
chronic deficit of CPS is that collection falls short of the legally prescribed amount. Another
possible explanation is that the number of the people that work for the formal sector (and
therefore are potential contributors to the CPS) is much lower than the number estimated by the
CPS.,

7.8 Family allowances are the second largest type of cash transfer. The monthly payments
should be above Fdj 50 million, but only half of that is effectively disbursed. The monthly child
allowance is set at Fdj 1,400 (about US$8) per child for all children up to the sixth child and until
15 years of age (or 18 if attending school). In addition, each employee is eligible to receive Fdj
2,500 per non-working spouse (typically a wife). Taking an average employee with 4 children
and a wife, the family supplement comes to Fdj 8,100 (US$46) monthly which, particularly for
the low-paid workers, amounts to a substantial percentage of their wage (the monthly minimum

I (15 years x 3 /O) + (10 years x 2%)=65%.

2The contribution rate is 6 percent of wages, and the average pension is about 50 percent of wages.
7
' According to EDAM, less than 23,000 people work for the formal sector (see Chapter 4). By using highly

optimistic hypotheses as to the participation of the nomads and homeless in the formal sector, this number
could jump to 30,000 (still far below the CPS figure of 50,000).
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wage is currently set at Fdj 17,850 or US$100). Even a worker earning an average salary
(approximately Fdj 60,000) would still receive a supplement equal to 12-13 percent of the salary.

Caisse Nationale de Retraite

7.9 The Caisse Nationale de Retraite (CNR) covers only pensions for high-level state
functionaries, military officials and parliamentarians. It is thus much smaller in scope than CPS,
but its levels of contributions and pensions are, on average, significantly higher than in CPS.

7.10 CNR has approximately an equal number of contributors and pensioners: about 2,500
people each. These 2,500 people fall into three distinct categories, each with its own, although
not very different, rules. The three categories are: (i) state functionaries; (ii) defense personnel;
and (iii) Ministers and members of Parliament. Each category's contributions and outlays
should, in principle, balance. (This has been the policy since 1993. Before that, the Caisse was
in serious disequilibrium with outlays largely exceeding revenues). Since the average pension
paid by the Caisse is high (Fdj 37,000 per month or about US$210), and the ratio between
contributors and pensioners extremely unfavorable (1 to 1), the contribution rates are very high.
They range from 18 percent of the payroll for functionaries,4 to 20 percent for defense personnel,
to 34 percent for Ministers and members of Parliament. The average salary of contributors is
more than Fdj 100,000 per month (US$560), thus yielding an approximate pension-wage ratio of
less than 40 percent. The replacement rate fonnula is slightly less favorable than under the CPS
system (only the first 10 years of contributions carry a 3 percent replacement rate rather than 15
years as under the CPS system), but the wage used in the calculations is, favorably, the wage
from the last 6 months of active employment rather than over the last 4 years.

7.11 Total annual outlays amount to Fdj 1.06 billion (1.1 percent of GDP). In addition to the
three categories which are, in principle and more recently in fact, self-financed, this amount
includes a direct Government subsidy of Fdj 180 million used to pay Djiboutian citizens
formerly employed by the French colonial administration (or more exactly their descendants
because most of the employees are now dead). These pensions originally paid by France are now
paid by the Djiboutian authorities.

7.12 CNR, like CPS is affected by shortage of funds. For CNR, since the state is the only
contributor (on behalf of its employees), the state's financial problems are directly translated into
arrears to CNR. The current stock of state contribution arrears amounts to almost 1.5 years of
contributions due. CNR, in its turn, falls into arrears with its pensioners. Since 1993-94,
pensions have generally been paid with a three-month delay.5

4 The taxable base (payroll) in this case includes only a part of the remuneration. The total remuneration of
functionaries is composed of two parts: salary plus compensation. The latter part, which in some cases may be
substantial, is excluded from the taxable base.

S CNR pensions are paid once every three months. The reason for this was originally convenience. Since
pensioners have to physically collect pensions, it was both difficult for them to come each month to Djibouti-
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7.13 Since the Government transfers are relatively generous for those who participate (i.e.
formal sector workers) and the pool of such workers is limited, the contribution rates are high:
about a fifth of a workers' take-home pay. The high contribution rates have two negative effects.
First, by increasing the cost of formal sector labor, the rates encourage employers and workers to
move into the informal sector. Second, by stimulating the growth of the informal sector, where
no taxes are collected, the rates, in effect, reduce the Government's overall tax intake, make it
unbalanced (since the entire taxation derives from only a small part of the economy), and lead to
a collection problem. This in turn causes the Government to run arrears to the Caisses, and the
Caisses to make delayed payments.

B. INCIDENCE OF GOVERNMENT CASH TRANSFERS AND PRIVATE TRANSFERS

Government Cash Transfers

7.14 Of the two types of Government social transfers about which data were collected in
EDAM, namely pensions/famnily allowances and student stipends, the former are by far the more
important. Almost a fifth of households have a member who receives a pension or a family
allowance (see Table 7.1), as opposed to nine percent who receive student stipends.6 Since the
average amount of pensions is, as expected, higher than that of stipends, the disproportion is even
greater in terms of what these two transfers represent in terms of overall expenditures: pensions
account for 4.4 percent of household expenditures; and stipends for 0.5 percent. In fact, 1 Franc
out of 20 Francs of household expenditures comes from Government cash transfers.

ville and too demanding of the administration. Now, however, the tri-monthly system of payment is retained
because of shortage of funds.

6 Detailed data are shown in Appendix 7.
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Table 7.1: Public and Private Transfers, 1996

Percent of Share in total Concentration
households who expenditures coefficient7

are recipients (percent)
Pensions and family 18.6 4.4 +13.1
allowances
Student stipends 9.1 0.5 +24.6
Private domestic 11.0 3.1 +13.3
Private foreign 1.5 0.3 +26.3

Total public 24.7a/ 4.9 +14.3
Total private 12.1a/ 3.4 +14.6
a/ It is less than the sum of individual transfers because some households receive both.
Source: Staff estimates from EDAM, 1996.

7.15 In developing countries, the poor normally receive very few or no cash transfers from the
Government. This is not so in Djibouti where the Government transfer system is relatively well
developed and reaches some of the poor, although it is predominantly geared toward the middle
class.

7.16 Figure 7.1 shows the average absolute amounts of (a) pensions and family allowances,
and (b) stipends received by the ten deciles of the population (the first decile being the poorest;
the tenth, the richest).8 Pensions/family allowances and stipends increase steadily as one's
economic position improves until peaking at the 8th decile. The bottom decile, which contains
the indigent population, receives only 4 percent of total Government cash transfers, that is, 60
percent less than an "average" person. This contrasts with the eighth decile, which receives
twice the average, or the tenth decile, which receives about the average amount of transfers.

7.17 Since expenditures per adult equivalent increase with deciles, the pro-rich emphasis of
pensions is modified if pensions are considered in relation to expenditures. In effect, the share of
pensions and family allowances in expenditures, declines with improvement in economic
position. The concentration coefficient for pensions and family allowances is +13, showing
through its positive sign that, in absolute terms, pensions increase with expenditures, but also,
since the coefficient is smaller than the Gini coefficient of 39 (see Chapter 2), that pensions and
family allowances contribute, in relative terms, to equalize the distribution of expenditures.
Stipends, with a concentration coefficient of +24.6 (Table 7.1) are even more pro-rich, in
absolute terms, than pensions and family allowances: the indigent (the first decile) get only 1.5
percent of the total outlay vs. 14 percent for the tenth decile.

7 The concentration coefficient estimates the level of inequality with which a particular transfer is distributed when
recipients (households or individuals) are ranked according to their income (or expenditures). A transfer is
pro-poor-and the concentration coefficient negative-if more is received by the poor than the rich. If the
transfer is the same across the entire distribution, the coefficient is zero. The higher the share of the transfer
accruing to the rich, the more positive is the concentration coefficient.

As in the rest of this report, individuals are ranked according to household expenditures per adult equivalent.
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Figure 7.1: Social Cash Transfers by Deciles of Expenditures
(annual amounts of Fdj; per adult equivalent)
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Source: Staff estimates from EDAM, 1996.

7.18 The effects of pensions/family allowances and stipends on the welfare distribution are not
markedly different. The percentage of people receiving them (not shown here) as well as the
arnount of the payments increase to reach the maximum for those between the seventh and ninth
decile. Both primarily benefit the upper middle class. This, however, is not surprising since
access to the benefits depends on formal sector employment which is largely reserved for the
middle class.

7.19 No Government-financed cash or in-kind programs targeted to the poor exist other than
those financed by international agencies directed at the refugees and victims of various natural or
man-made (war) calamities.9 A large proportion of the population, and the poor in particular,
thus depend on inter-family transfers. To these transfers we turn next.

Private Cash Transfers

7.20 Private transfers in Djibouti are important (Table 7.1). On average, 11 percent of
households receive domestic private transfers; and 1.5 percent, remittances from abroad. Private
transfers finance, respectively, 3.1 and 0.3 percent of total expenditures. By size, private
transfers are approximately 50 percent of Government transfers.

7.21 Is the pro-rich focus of Government cash transfers reversed or mitigated by the action of
private cash transfers?'0 Public transfers, such as pensions and family allowances, are pro-rich
because these are linked to formal sector employment. But there is no reason why the same logic
should guide private cash transfers. We might expect private transfers to be more important for

The incidence on the poor of the Government expenditures on water and sewage, education, and health, etc. is
discussed in Chapter 6.

10 EDAM did not collect data on in-kind transfers.
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the poor than for the rich. However, as Figure 7.2 illustrates, this is not the case: private
domestic transfers are fairly flat across the distribution and then jump for the tenth decile. Their
overall concentration coefficient is the same as that of pensions, +13 (Table 7.1). Private
remittances from abroad are even more pro-rich, with the bottom two deciles receiving almost no
remittances.

7.22 However, when total Government and total private transfers are compared, as in Figure
7.3, a difference in their shapes becomes apparent. While Government transfers are highest for
the middle to upper welfare groups, private (received) transfers are practically flat throughout the
distribution, except for the tenth decile. In fact, if we drop the tenth decile, the strongly positive
(pro-rich) concentration coefficients of private domestic and foreign transfers vanish: these drop
to respectively 0 and +9.6.11 There is thus a difference in behavior with respect to private
transfers between the tenth decile and the rest of the population. To explain this, one must look
also at rrivate transfers given. These are, as shown in Figure 7.3, extremely high for the tenth
decile. Clearly, the tenth decile, which is fairly rich (with average expenditures three times the
country average), engages in private redistribution. Much of this is, however, top-to-tenth
redistribution (private transfers given and received by rich people). But for the poor, the top-to-
tenth redistribution is immaterial. What matters for them is that private transfers received exceed
the private transfers given. In effect, all but the very richest 10 percent of the population are net
recipients of private transfers.

Figure 7.2: Private Cash Transfers by Deciles of
Expenditures (annual amounts of Fdj per adult equivalent)
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Source: Staff estimates from EDAM, 1996.

11 The overall concentration coefficient of private transfers (excluding the top decile) is statistically not
significantly different from 0, indicating that transfers are equal across the entire spectrum of distribution.

12 These exceed social transfers by more than 3 times.
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7.23 We can conveniently divide the population into three groups. First, the bottom 40
percent, who are also the poor, where net private transfers are about equal to Government cash
transfers (Figure 7.3). 13 Second, the middle class, encompassing the next five deciles of the
population, where Government transfers are significantly more important than (net or gross)
private transfers. These are the people to whom the social programs discussed in the previous
section are addressed. Third, the top 10 percent who are the only net donors of private transfers
and for whom the private transfers, both received and given, outweigh by far the Government
transfers.

Figure 7.3: Social and Private Transfers by Deciles of
Expenditures (annual amounts of Fdj per adult equivalent)
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C. CONCLUSIONS AND POLICY IMPLICATIONS

7.24 The analysis of this chapter highlighted three main problems with the social security
system in Djibouti: (i) its very limited coverage of the population; (ii) its bias toward the middle
and upper classes; and (iii) its relative generosity towards those who participate in the system. In
general, the Government should implement policies to reduce the generosity of the social
security system, to reduce its cost and to promote a larger participation.

7.25 The two pension systems address only a small percentage of the population. CPS covers
35,000 private and parastatal workers plus between 15,000 and 20,000 state administration
employees. CNS covers about 2,000 state functionaries. Since only 30 percent of the labor force
and less than 20 percent of the active population have jobs in the formal sector, most of the

13 Note that for the bottom decile (the indigent), net private transfers are larger than social transfers.
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population receives no cash social transfers from the Government. The total number of pension
recipients is below 8,000 and the cost of these pensions is more than 3 percent of GDP. The
pensions are directed to the better-off part of the population. The family allowances, sickness
payments etc. paid out by the two Caisses cover essentially the same privileged clientele.

7.26 To solve its financial problems, Djibouti's social security system needs a broader tax
base. This requires policies with incentives to induce contributors to pay in-line with actual
earnings, and to start a gradual "formalization" of the activities currently outside the scope of
taxation. The first objective can be reached by linking all social security benefits to the level of
contribution. To reach the second objective the Government needs to reduce the cost of
participating in the formal sector (i.e., the level of contribution paid by employers and
employees).

7.27 The Government might also consider wage-testing family allowances so that relatively
highly paid employees (those with a wage two times the average or higher) would no longer be
eligible for the allowance.14 This would enable the Government to reduce costs without
adversely affecting the poorer segments of the population.15

7.28 Private transfers are important to alleviating poverty. All but the very richest ten percent
of the population are net recipients of private transfers. How do private cash transfers compare
with social transfers? The bottom 40 percent, who are also the poor, receive net private transfers
approximately equal to the social transfers. The middle class, who receive most of the
Government social transfers, is a net recipient of private transfers. The upper class receive lower
social transfers and, among them, the richest 10 percent of the population are net givers of
private transfers.

14 A similar proposal is already being considered for the "allocation mariage" (See "Rapport sur les Prestations
familiales", page 3).

S The savings cannot be estimated because, in EDAM, pensions and family allowances were not broken down
individually.
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8. FISH: UNTAPPED POTENTIAL

A. BACKGROUND

8.1 Fish is one of Djibouti's few renewable natural resources, independent of climatic
conditions. The underdevelopment of the local fish industry is a problem with roots in
production, and marketing, as well as in the cultural and nutritional habits of the population.
Fish is, however, critically important for the Djiboutian economy in the framework of a poverty-
reducing growth strategy. The sector can ensure: (i) generation of employment; (ii) improvement
of the nutritional status of the population; and (iii) reduction of the balance of payments deficit.

A Situation Analysis

8.2 Seafood represents a small part of the normal diet of the population. The Djiboutians,
traditionally a population of nomads, have never had any interest in fishing or in eating fish. In
1995 it was estimated that only 400 tons of fish were fished in Djibouti, or less than 1 Kg per
person. The fishery industry is mainly artisanal, comprising some 90 small (6-8 meters long) and
medium-size (10-14 meters long) boats. The catch-mainly Spanish mackerel, jewfish, grouper,
red snapper, barracuda, tuna and sawfish-is sold fresh on the local market; processing and
export industries are virtually non-existent. The industry uses passive fishing methods (angling,
nets), and labor-intensive techniques. It is estimated that the fishing sector employs
approximately 2,000 people, of which approximately 300 are actually fishermen. According to
the relevant legislation, fishermen are (i) required to have a license to fish, (ii) prohibited from
using boats longer than 16 meters, and (iii) forbidden to use seabed trawls.

8.3 Although the prodiction potential of fish in Djibouti is underdeveloped, it is of
paramount importance that fishing be regulated and rationalized to preserve the fish stock and to
protect the local marine environment. A recent study (see Table 8.1) estimates that, from the
biomass and the mortality rate of fish, the maximum sustainable yield for Djibouti is 4,500 tons
per year of large pelagic and demersal fish.'

In general two types of fish can be caught in the marine seas: demersal, living at or near the bottom, although
sometimes found in mid-water; and pelagic, living in the open sea near the surface. Grouper, snapper, goatfish, and
triggerfish are common forms of demersal fish. Sardines, mackerel, and tuna are examples of pelagic fish available
in the waters of the Gulf of Tadjoura.
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Table 8.1: Maximum Sustainable Yield for Large Demersal and Large Pelagic Fish

(metric tons)

Maximum Actual Development Plan: 1996-2000
Sustainable Production

Yield (1995)
Production for

Domestic Production for Total
Consumption Export Production

Large demersal 1,800 ± 30% 200 500 800 1,300
Large pelagic 4,600 + 30% 200 500 2,700 3,200
Total 400 1,000 3,500 4,500
Source: Klinzel et al., 1996.

8.4 There is also an extremely large untapped potential of small pelagic and demersal fish.
(see Table A8.1 on Appendix 8). It is estimated that the maximum sustainable yield combined
for small demersal and small pelagic is 28,500 tons a year.2 In total, it is estimated that Djibouti
could actually catch 47,000 tons of fish per year without imperiling the fish stock (more than 100
times the estimated yield in 1995).

Consumer Expenditures on Fish

8.5 Fish is clearly a luxury good in Djibouti. Almost 80 percent of the total quantity of fish
consumed every day is bought by the upper two quintiles of the population. The richest socio-
economic group spends on fish about five times the amount spent on average by the three lowest
socio-economic groups and about twice as much as the fourth group.

8.6 Figure 8.1 illustrates the
expenditure for fish and meat of Figure 8.1: Fish and Meat Consumption, 1996
Djiboutian households. Fish is a
negligible component of the diet of 18 T0
the less favored socio-economic 14 l i00

groups of the population (less than ae 1 I I 
0.6 percent of total food expenditure): o 8

+ 300a

more affluent socio-economic groups T 200 c

allocate about 6 percent of their food 2 100 o

budget to fish. 0

S rf |ir IFish Share

8.7 Nutrition. Fish is the r .i=Meat Share

cheapest source of animal protein in Welfare Quintile --- Fish Expenditures

Djibouti, providing essential amino Source: Staff estimates from EDAM, 1996.
acids, calcium, phosphorus, sodium,
iron, magnesium, and potassium. The

2 Mainly leiogathidae (small demersal) and balistadae (large demersal).
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average fish fillet, weighing 100 g,
will furnish 115 calories, and 22 g of Figure 8.2: Share of Caloric Consumption, 1996
protein, while a 100 g beefsteak- (Selected Items)
which is three times more
expensive-will supply 235 calories 25

and 18 g of protein. Therefore, the 20

calories supplied by the meat are 01 (Poorest)
almost twice as expensive as the 15 *5 (Richest)

3 I-1U(ihet

calories supplied by fish. Despite lo - DAlI

this, even the poor obtain more _
calories from meat than from fish.
Figure 8.2 shows that the poorest o
quintile get no calories from fish. A Meat Fish Bread Rice

1986 FAO report estimated that 2,7001986FAO epot esimatd tat 2700Source: Staff estimates from EDAM, 1996.
tons of fish are necessary to cover the Sr,
deficit of animal protein consumed. This would be achieved if all the poorest population had
access to small pelagic fish and the nomads and rural isolated populations had access to canned,
salted, or dried fish.

B. THE ECONOMIC POTENTIAL OF THE SECTOR

8.8 Table 8.1 and Table A8.1 in Appendix 8 show that Djibouti has a large potential for
expanding its fish production.4 Two possible strategies are: (1) expansion of the catch of large
pelagic and demersal fish or (2) expansion of the catch of small pelagic fish. The first strategy
would yield an increase of exportable high-quality expensive fish. The second strategy would
increase the amount of inexpensive fish for domestic consumption.

8.9 Increasing the production of high-quality fish for export (snapper, grouper, and sea
bream) seems a viable strategy. This is being attempted by Eritrea, Yemen, and Somalia.
However, these countries lack the infrastructure possessed by Djibouti. The excellent
connections between Djibouti and Paris (and therefore the European markets) could be a
significant advantage in the development of a high-quality fishing sector.

8.10 Balance of Payments. According to Infofish Trade News, the international price for the
kind of large demersal fish caught in Djibouti ranges from US$2 to US$5 per kilogram.
Assuming (i) a maximum sustainable yield of 1,800 ± 30 percent tons of large demersal, (ii) an
average price of $3.5 per kilogram and (iii) the scenario of Table 8.1 (an increase in production

3 The protein and calories supplied by fish consumption are more expensive than the protein and calories supplied
by pulses and other vegetables belonging to the traditional diet.

4 This table might overestimate the sustainable amount of fishing because Somalis and Yemenites heavily fish
Djibouti's waters.
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to 1,300 tons and in export to 800 tons), we find that the development of fishing of large
demersal species would generate a foreign currency revenue of US$2.8 million. This represents
more than 4 percent of Djibouti's total exports and 10 percent of exports of locally-produced
goods. The development of the small pelagic sector could decrease food imports. Overall, the
development of the fishing sector could decrease the trade deficit by more than 3 percentage
points.

8.11 The second strategy (exploitation of low-priced, small pelagic and demersal fish) would
have the advantages of generating jobs in the canning and salting industry and of increasing the
protein intake of the population. However, this strategy seems, from an economic point of view,
riskier than the development of the high-quality fishing sector. The economic viability of fishing
small demersal would require (i) changing the eating habits of the Djiboutians (small fish like the
slipmouth or balistidae are rejected by the population even if free), and (ii) establishing a
processing and conservation industry. The latter option may not be economically viable, since
local canneries might not be able to compete with well-established plants located in Yemen. In
addition, population habits are difficult and costly to change.

8.12 Employment Generation. It is difficult to estimate the potential for employment
generation from development of the fishing sector. Currently, the production of 400 tons of fish
is undertaken by 300 fisherman and generates 2,000 jobs in related sectors. Given improvements
in fishing technology, an increase in production to 1,300 tons could generate additional
employment of 5,000 fishermen and workers in the sectors connected to fishing (storage,
packaging, boat and net repairs). This would amount to more than 5 percent of the total number
employed in Djibouti. Such an increase in employment opportunities would reduce the number
of unemployed by approximately 10 percentage points. This conservative estimate takes into
account large economies of scale and assumes no expansion of the fishing of pelagic and small
demersal. The expansion of the fishing sector, in fact, is likely to generate employment
opportunities larger than the estimates presented in this report.

C. CHALLENGES TO EXPANSION

8.13 Expansion of the fishing sector requires considerations of both demand and supply.

Demand

8.14 Expansion of the demand for fish will require different strategies according to the type of
fish. There is already demand for high-quality fish for export (large demersal) from the markets
of Europe, Japan, and Saudi Arabia. The good infrastructure already available in Djibouti would
make it relatively easy to reach these markets.

8.15 Expansion of the small, inexpensive fish production for in-country consumption would
require changing the eating habits of Djiboutian households, and establishing marketing and
processing infrastructures. Fish consumption is low (1.5 Kg per capita per year) despite the
recent increase in fish retail outlets throughout Djibouti-ville, and despite the general
improvement of infrastructure, and the promotion of fish consumption supported by the Ministry
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of Agriculture, UNICEF, USAID and UNDP. Experience from the World Food Program (WFP)
tells us that nomads have been receptive to canned fish (which, unlike canned meat, they do not
fear will contain pork).

Supply

8.16 Artisanal fishing does not require a substantial investment in infrastructure. The
availability of protected beaches provides the necessary landing space and only a very small
investment in storage facilities will be necessary.

8.17 The limited number of skilled fishermen appears to be the main obstacle to development
of the fishing sector. Despite the extremely high unemployment rate and the high levels of
poverty, the Djiboutian population does not seem attracted to the sector. Almost all the
fishermen are Yemenite or of Yemenite descent. Training programs to teach young Djiboutians
fishing techniques and to explain to them the potential economic returns of the fishing sector will
be needed. The best strategy for developing an artisanal fishing sector is to organize "on the
boat" training programs for young fishermen.

8.18 Investment in the canning, drying, or salting industries would solve the problem of
conservation and distribution of fish to isolated areas of Djibouti, while simultaneously
promoting employment in the industrial sector and providing relatively inexpensive caloric
energy to the nomads and population of the interior. However, the economic viability of these
investments has to be thoroughly assessed.

D. CONCLUSIONS AND POLICY IMPLICATIONS

8.19 In the framework of a developing country, artisanal fishing clearly presents important
potential for generating employment and minimizing the risks of overexploiting. Currently, the
constraints faced by the sector are: (i) insufficient domestic demand; (ii) absence of a fishing
enterprise mentality; (iii) absence of marketing infrastructures both at the domestic and
international level; and (iv) absence of a processing industry (small canneries or fish-drying
industries). Notwithstanding the present constraints, the fishing sector is a very promising sector
in the fight against poverty.

8.20 An effective strategy for the sector would require incentives to attract labor and capital.
This may require IEC campaigns focusing on the economic potentialities of the sector. In
addition the sector will require trained human resources and some capital investment. In
particular it will require: (i) increasing the number of boats, (ii) promoting the use of 10-14
meter-long boats; (iii) improving the conservation facilities on board; and (iv) training young
fishermen. All this should take place in a framework in which special attention is paid to
sustainability and to the environment, for example by putting in place a regulatory system and by
using appropriate technology. On the demand-side, a strategy for the sector would encompass
IEC campaigns about fish's nutritional properties and cooking possibilities, and developing
school feeding programs to educate the young.



9. KHAT

A. BACKGROUND

9.1 The consumption of khat is a long-
standing habit among the male population of
Djibouti. A 1984 survey of 498 households Khat is a natural substance obtained from the Catha Edulis

in Djibouti-ville (Republique de Djibouti, Forskal plant, common to East Africa and the Arabian

1984) reported that 75 percent of household Peninsula. The leaves contain alkaloids with a chemical
structure similar to that of amphetamine and ephedrine.

heads consumed khat every day; 10 percent Sufferers from intoxication or addiction caused by khat chewing

consumed khat once a week; 8 percent, twice are likely to be affected in a way similar to intoxication or
a week; and 2 percent, occasionally. The addiction through amphetamines. Chewing khat acts on the

same survey found that 86.4 percent of men central nervous system-it suppresses appetite and stimulates

and 13.6 percent of women were khateurs. the libido; the effect appears within one to three hours and lasts
up to six hours. Khat consumption is usually an occasion to
socialize with friends; consumption is traditionally accompanied

9.2 Incidence of Khat Usage in 1996. It by the drinking of water, tea or other beverages.
is estimated that there are 55,800 male and
female khateurs in Djibouti.' According to EDAM, about 42 percent of Djiboutian males and 2
percent of females aged 18 or older are khat consumers. This represents a considerable decrease
against 1984, despite the general perception that consumption of khat has increased among
young men and women. This disparity could be attributed to substantial under-reporting,
deteriorating economic conditions in Djibouti (since the poor consume less khat than the rich) or
a different sampling scheme.2

Figure 9.1: Distribution of Number of Khateurs
9.3 Figure 9.1 illustrates the per Household, 1996
distribution of khateurs within households 3+

in 1996. Forty-five percent of households 2 11%

have no member who chews khat; 37
percent of households have one khateur; .
and 18 percent of households have 2 or 45%

more khat users.

9.4 Expenditure on Khat. Khat is
available in bundles of 100 or 200 grams %

for single consumers, or 400 or 800 grams

Source: EDAM, 1996.
Estimates exclude nomads and the homeless.

2 The households interviewed in the 1984 survey were not randomly chosen, and the survey covered only Djibouti-
ville.



108 Chapter 9

for multiple consumers (see Table Table 9.1: Marketing of Khat, 1996
9.1). Khat is sold on the streets, _
where the regular consumer buys Grams per Price per 100
daily 300 grams (in 100 gram P bundle gr. ( _j)

* Personal use ~~100 300bundles); the occasional consumer Personal use 200 350

chews six 100 gram bundles each Household use 400 500

day of the weekend. The average Social use 800 500
khat expenditure of Djiboutian a/Source: Staff estimates in 1996.
households is Fdj 124,120
(US$701) per year (slightly less
than 10 percent of the total household expenditure). This figure increases to Fdj. 316,401
(US$1,788 or 19 percent of total expenditure) if we only consider households with some
consumption of khat. Except for very rich households, the total amount spent on khat is
positively correlated with total household expenditure.

B. PROFILE OF KHAT USERS

9.5 The Profile of a Khat-user Household. Using EDAM we cannot estimate how khat
consumption is distributed across gender or age because the questions on khat were asked at
household level, but we can study the relationship between the use of khat and various household
characteristics. Consumption is diffused across all socio-economic classes. However, important
differences arise. The probability of finding khateurs is clearly linked with the economic
capacities of the household, gender of the head, area of residence, and education of the head.

Table 9.2: The Profile of a Khateur Household (percent), 1996

Characteristic of No Khateur 1 2 or More Total
the Household
Poverty group

Very-poor 93.1 6.4 0.5 100
Poor 69.8 24.8 5.4 100
Non-poor 32.8 50.6 16.6 100

Gender of the head
Male head 42.8 46.5 10.7 100
Female head 74.4 16.9 7.7 100

Location
Djibouti-ville 45.9 40.6 13.5 100
Other urban 56.8 39.4 3.8 100
Rural 67.0 28.7 4.3 100

Education of the head
Illiterate 59.8 29.1 11.1 100
Literate 34.3 53.2 12.5 100
All Djibouti 48.6 39.6 11.8 100

Source: Staff estimates from EDAM, 1996.
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9.6 Table 9.2 shows that most of the very-poor do not chew khat, while most of the non-poor
households have at least one khateur. The table also shows that male-headed households are
twice as likely to chew khat as female-headed households. The location of the household and the
education of the head seem correlated with khat consumption. Households with literate heads
are more likely to have khateurs than households with illiterate heads. Households located in
Djibouti-ville are more likely to consume khat than households located in rural or other urban
areas.

9.7 The results of Table 9.2 can Table 9.3: Household Characteristics and Share of
mislead because these do not present Total Household Expenditure Allocated to Khat,
an "other things equal" analysis. 1996
Since households residing in Share of Expenditure
Djibouti-ville and having a literate for Khat
head are less likely to be poor, (percent)
showing the simple correlation Male Head Female Head
between each of these characteristics Average Household 13 6.4
and khat consumption, does not
show what khat consumption is of children
correlated with. The profile of khat The number of children 10.5 4.8
users can be better examined by the increases by 2
simultaneous consideration of all The size of the household and 14.7 7.7
these factors.3 After estimating the the number of children
simultaneous correlation between increases by 2

household characteristics and khat Education
expenditure, we simulate how the The schooling of every adults 11.1 5.2
change in household characteristics increases by 2 years
would affect the consumption of The schooling of every adult 7.8 3.2
khat. increases by 6 years

9.8 Table 9.3 shows the share of Total Expenditure 5.2 1.9

khat expenditure of an average by Fdj 150,000
household and then simulates the Total expenditure increases 21.9 13.7

impact on that share of changes in by Fdj 150,000
household size, education, and levels Total expenditure increases 32.2 24.8
of adult equivalent expenditure. a yearsorolder

Several factors appear to be Source: Elaboration from EDAM, 1996.

3 We do this by running a regression relating the share of expenditure for khat to various household characteristics.
Table A9.1 of Appendix 9 presents the results of this regression. We used a Tobit regression model because
the dependent variable is truncated at zero expenditure.

The simulations are based on the regression of Table A9.2 of Appendix 9. To simulate the effect of household
size, education and total expenditure, we kept all other variables constant at their mean values. The typical
household of Table 9.3 has seven members, two children, an average of two years of schooling, and an adult
equivalent expenditure of Fdj 250,000. The benchmark of Fdj 250,000 is the median income.
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important:

(a) The gender of the head is important in determining expenditure for khat. Female-
headed households allocate to khat half the budget share allocated to khat by
male-headed households.

(b) The size of household and the number of children are important factors. Large
households spend more on khat, but households with children spend less. The
results show that the effect of family size dominates the effect of the number of
children. When both household size and number of children increase, the share of
khat expenditure increases. This means that the birth of a child will not affect the
share of the household budget allocated to khat.

(c) Khat expenditure decreases with education.5 Two additional years of education
reduce khat consumption by approximately 15 percent. These findings contradict
the results of Table 9.2 and illustrate the importance of the "other things equal"
analysis. By observing the correlation between education and khat use, we found
that the two variables moved together, but the results in Table 9.3 tell us that
education was capturing the effect of some other factor (probably income).

(d) Welfare (measured as adult equivalent expenditure) is important in explaining the
budget share allocated to khat. From the 1996 PPA, it clearly emerges that poor
households do not use khat because they cannot afford it. The relationship
between total expenditure and the budget share allocated to khat is non-linear.
Khat expenditure at first increases with total expenditure but starts decreasing at
very high levels of expenditure. The simulations show that khat expenditure
peaks for households with annual adult equivalent expenditure of Fdj 1,300,000.6

(e) Keeping other things equal, the share of khat expenditure in Djibouti-ville is not
significantly different from the share of khat expenditure in the rest of the country.
This confirms the observation that there is no regional difference in the use of
khat. Again, this result differs from the observations of Table 9.2, where location
was probably capturing the effect of the income differential between urban and
rural areas.

Schooling is measured by the household's average number of years of education. The average is computed for
household members aged fifteen and older.

6 Less than 2 percent of the households have adult equivalent expenditure greater than Fdj 1,300,000.
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Figure 9.2: Khat Users and the Probability of Being Poor, 1996
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Source: Elaboration on EDAM, 1996.

9.9 Khat Users and the Probability of Being Poor.7 Figure 9.2 shows how the probability
of being poor is related to the percentage of khat users in the household. The relationship
between the number of khat users and the probability of being poor is non-linear. At first, the
probability of being poor decreases when the number of khat users increases. The probability of
being poor reaches a minimum when 70 percent of the household's adults use khat and then
starts increasing again. A possible interpretation of this finding is that most poor households do
not chew khat because they cannot afford it. The number of khateurs increases with income, but
when a household has too many khateurs (more than 70 percent of the adults) the productivity of
the household decreases (see health effects and productivity of labor) and the probability of being
poor increases. Other things being equal, affluent households spend less on khat than middle-
class households. This might contribute to the non-linear relationship between khat consumption
and the probability of being poor. One needs to be careful in interpreting these results; for most
households, the causality direction goes from being poor to not consuming khat and not the other
way around (this fact clearly emerges from the 1996 PPA).

The probability analysis results are presented in Appendix 9.
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C. THE EFFECTS OF KHAT CONSUMPTION

9.10 Health Effects. The habit of chewing khat generates psychological dependency. Khat
has significant consequences on health status, causing apathy, insomnia, anorexia, and
constipation. Khat consumers are more susceptible to the contraction of venereal diseases, heart
diseases, tuberculosis, kidney disease or liver failure because their immune defenses are
depressed. The consumption of khat is associated with high tobacco consumption (Moussa). A
khat meeting lasts on average between 5 and 6 hours. In general, during this time-span, khat
consumers smoke between 1 and 2 packages of cigarettes: this also has negative health
consequences.

9.11 Khat consumption has negative effects on the productivity of labor. A regular consumer
spends on average between 5 and 6 hours a day chewing khat. Since khat causes insomnia, the
consumer will not sleep at night and will not be very productive next day.

9.12 Intrahousehold Allocation Issues. The consumption of khat has important economic
and social consequences for the family:

(a) Women oppose khat consumption by both their husbands and offspring because
khat-dependent men are less aware of family needs (the time devoted to khat
chewing is time not spent with the family) and are likely to become irritable. This
claim is supported by the results of Table 9.3 where we found that female-headed
households spend a smaller share of their expenditure on khat. It also emerges
from the 1996 PPA that wives think that husbands who use khat are unbearable.

(b) Very-poor (and poor) households consuming khat spend their earnings on the
private consumption of khat rather than satisfying their family's needs. This
imposes negative externalities on other members of the household. For example,
with a budget insufficient to meet even the basic food needs of the family, 18
percent of the total expenditure is allocated to khat. Some people interviewed
during the 1996 PPA claimed that khat takes priority over food for the family. As
a consequence, the malnutrition rates among poor households with khateur
members are significantly higher than among poor households where no one
chews khat (See Nutrition Section, Chapter 3).

The simulations of Table 9.3 show that the birth of a child does not reduce the budget share
allocated to khat. This may indicate that, for many households, the use of khat is a higher
priority than expenditure on the newborn.

9.13 The Benefits of Khat. Two main benefits can be associated with the consumption of
khat. First, khat is the main source of income of many poor households. The business is run by
women, who own khat retail benches on the main streets of the capital. Second, the Government
imposes an excise tax on khat which is one of its largest source of revenues. In 1995 the tax
generated a revenue of Fdj 2,345 million (US$13 million), i.e., 9.5 percent of total Government
revenues. At the end of October 1995, the Government increased the tax from Fdj 450 to Fdj
550 per kilogram. This generated additional revenues of Fdj 137 million. In a stand-by
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arrangement with the International Monetary Fund (IMF), the Government agreed to further
increase the excise on khat to Fdj 750 at the beginning of 1996. According to IMF estimates,
this will generate additional revenues of Fdj 274 million and bring the total revenues from khat
taxation to Fdj 2,756 million or more than 10 percent of the programmed budget for 1996. Since
richer households spend higher amounts on khat, the excise tax on khat has the advantage of
being highly progressive (except at very high levels of income). In addition, khat taxation will
reduce overall inequality, inequality among the poor, and inequality between groups (see Chapter
6, for estimates of the Gini expenditure elasticities).

D. CONCLUSIONS AND POLICY IMPLICATIONS

9.14 Khat is both a source of negative externalities and of some benefits. On the negative side,
khat consumption affects productivity at the workplace. It has important consequences on
health, and on the family fabric. On the positive side, khat is an important source of income for
many urban poor households, and a very important source of revenue for the Government. Given
the lack of capacity and willingness of the Government to put in place effective controls and the
actual terms of trade of the social contract, the status quo is likely to be a self-sustaining
equilibrium for the foreseeable future. In the meantime two actions may warrant some attention:
(i) increase of the tax on khat and (ii) delivery of Informational, Education, and Communication
(IEC) campaigns on the adverse effects of using khat. Khat taxation offers a unique revenue-
generation opportunity for Djibouti. Besides contributing to reducing the demand for khat, this
policy would generate additional tax revenues that could be earmarked for social programs. Khat
taxation has the potential to reduce overall inequality, inequality among the poor and inequality
between the poor and the non-poor. The IEC campaigns would be effective only if the increased
awareness of the negative effects of khat led to a cut in demand; however, as clearly emerges
from the 1996 PPA, although most khateurs are well aware of the disruptive effects of khat on
both health and family budget, some still hold khat as a high priority.



10. THE STATUS OF WOMEN

A. OVERVIEW

10.1 Since Independence, women in Djibouti have been accorded nearly full equality and
protection under the Constitution. In practice, however, strong cultural traditions and a
widespread lack of education prevent women from attaining what the law provides them.
Among children, boys are given preference over girls for access to education services (Republic
of Djibouti, 1993a:37). The rights accorded to women and girls are often usurped by male
relatives, and employment opportunities for women are far from equal to those for men.

10.2 The potential for future advancement of women is mainly contingent on their access to
education. The constraints posed by limited family financial resources and insufficient school
capacity often lead to sacrificing girls' educational opportunities for the benefit of their male
relatives. The practice of marrying daughters at a young age further impedes opportunity for
education. Enrollment and literacy rates are significantly lower for females than for males. This
inequality becomes even more pronounced in the higher levels of education. The EDAM reports
that among the population over 10 years old, 73.9 percent of the male population is literate
versus 43.1 percent of the female population. Among children aged 6 to 12, the primary school
enrollment rate for boys is 72.9 percent; for girls, it is 61.7 percent. In the absence of efforts by
the Government to facilitate and communicate the need for educating girls, the socio-cultural
obstacles to girls' access to education seem likely to prevent substantial improvements.

B. LEGAL STATUS

10.3 Article I of the Constitution assures equality to all without regard to language, origin,
race, gender, or religion; and Article X declares that all are equal before the law. While the laws
uphold this equality, little in the way of judicial action enforces it. As a result, women do not
possess the legal standing they are entitled to by law.

The Family Code of 1980

10.4 The Family Code of 1980-based on Islamic law-is the sole legal text dealing with
family law. It affords many rights to women which, in practice, are not enforced. Article III
requires that both future spouses appear before a judge to state that they agree to the marriage,
thus theoretically abolishing forced marriages. In practice, however, the girl never appears
before the judge, but is represented by a male relative. Article VI grants women the right to
request a divorce; however, this is rarely exercised, and a judge will only grant a divorce after
confirming that both families agree to it. One inequality that exists both in law and in practice is
the right of a man to renounce his wife. Unlike divorce, which theoretically leaves the two
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parties on an equal footing, this arbitrary dissolution of marriage stigmatizes the wife and her
children (ADEPF, 1995).

10.5 Significant omissions from the Family Code are inheritance rights, legal age of marriage,
matrimonial law, and polygamy. To address these issues, a revised Family Code was prepared
by the Ministry of Justice and Muslim Affairs in 1992. The revised Code granted additional
rights to women, but was never presented to the National Assembly.

Property

10.6 The laws of inheritance are not addressed in the Family Code, and thus these laws
effectively revert to Islamic law. Widows have no inheritance rights to their husband's assets,
except through the children. Among the children, male heirs receive double the allocation of
female heirs. When there is only a daughter and no sons, the female heir receives only 30
percent of her father's assets: the remainder reverts to the deceased's family.'

Protection of Women: The Penal Code of 1995

10.7 Women were afforded significant new protections under the recently enacted Penal Code
that prohibits several acts which traditional society had not considered crimes, among them rape,
domestic violence, and certain types of female genital mutilation (FGM). Wife beating is now
punishable by 15 years in prison. Rape, previously considered to be due to provocation on the
victim's part and handled by the families involved, is now punishable by life imprisonment.
Although FGM, or at least the most dangerous and prevalent variant of the practice, is punishable
by 5 years in prison and a fine of Fdj 1,000,000, imprecise terminology and widespread
acceptance of the practice make prosecution difficult.

Marriage

10.8 The circumstances of married women in Djibouti vary. Arranged marriages and
polygamy are more common in the rural areas. The law contains provisions to protect the rights
of women in marriage, but their effectiveness is limited by lack of awareness of these rights,
especially among women. Modernization has brought an increase in the number of divorces, and
more and more women find themselves raising children alone (CEA, 1984).

iThe Family Code is currently being revised under the supervision of the Ministry of Justice and Muslim Affairs.
The new version of the Code will contribute to equalizing the rights of males and females.
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C. HUMAN RIGHTS: FEMALE GENITAL MUTILATION

Background

10.9 Female Genital Mutilation (FGM) is a major public health concern because: (i) it has
health consequences beyond the individual; (ii) it is totally preventable; and (iii) the most
promising interventions-information and educational campaigns (IEC), and Government
regulations-will probably be provided at sub-optimal levels without Government commitment
and financing. In addition to being a major public health concern, FGM violates the United
Nations' Children's Rights Convention (1989), which commits nations to protect children from
all forms of physical or mental violence, injury or abuse. Between 85 and 114 million girls and
women have been subjected to FGM; and every year, in Africa alone, two million girls are
circumcised (ADEPF, 1995). FGM is an immediate risk to health. It is believed that both
mortality and morbidity following FGM are high, but the available information is scanty and
based on partial and incomplete sources. FGM can entail serious long-term consequences (see
Box 10.1).

Box 10.1: The Health Consequences of FGM

The term FGM covers several procedures including: (i) clitoridectomy, the removal or cutting of all parts of the
clitoris; (ii) excision, the removal of the entire clitoris and the removal of the adjacent labia; and (iii) the most
extreme and dangerous form, infibulation (also referred to as pharaonic circumcision), the removal of the clitoris,
the adjacent labia (majora and minora), and the joining of the scraped sides of the vulva across the vagina.

FGM increases the risk of reproductive tract infections, infertility, HIV and AIDS, and it reduces women's choices
of contraception. The trauma of FGM and its subsequent complications often bar women from seeking
reproductive health care. The long-term complications of FGM can cause lifelong suffering and include: recurrent
urinary tract infection, chronic pelvic infection leading to infertility, and other serious disorders of sexual and
reproductive health. Severe problems in pregnancy and childbirth are common. The most frequent complications
that follow immediately after all types of FGM are: severe pain, hemorrhage, urinary retention, infection, and
damage to adjacent tissues and organs. The most severe immediate effects are sepsis, shock and tetanus. HIV and
hepatitis B can be transmitted through non-sterile instruments, especially when the procedure is carried out
simultaneously on groups of girls.

FGM may have severe psychological consequences. In addition to the psychological problems that might
accompany any severe trauma, a significant consequence exclusive to FGM is the intended psychological
subjugation to men. Women victims may have an incomplete development of femininity, a phobia of sexual
relations, and a fear of approaching men.

10.10 Genital mutilation is rooted in traditional beliefs about the social status and role of
women. Although often associated with Islam, it predates the spread of the major religions. It
may be performed as early as infancy or as late as marrying age (14 to 16 years). It usually
coincides with some understanding by girls of the social role expected of them as women.
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The Situation in Djibouti

10.11 In Djibouti, the most severe and harmful form of FGM-infibulation-is practiced.
According to the Hosken Report (Hosken, 1993), 98 percent of women in Djibouti have endured
infibulation. This most often takes place when a girl is between 5 and 10 years of age, but may
do so before the child reaches 1 month of age. Since 1995 infibulation has been illegal in
Djibouti and is a crime punishable by a fine and imprisonment; however, prosecutions are still
rare. Anecdotal evidence indicates that the practice of infibulation in particular, and of
circumcision in general, has diminished in urban areas. In rural areas, infibulation is still the
norm. This is largely a result of shift in urban culture, attributable to several factors including:
(i) the Islamic religious authority making clear that FGM is not a religious observance; (ii) a
relaxation of the requirement that brides be virgins for arranged and non-arranged marriages; and
(iii) increased education among women about general and health issues, largely as a result of
targeted health-specific educational programs and the spread of television. In urban areas,
infibulation is increasingly viewed as unnecessary: non-infibulated women have the same
probability of finding a husband as those who have been subjected to the practice (Republic of
Djibouti, 1993a).

10.12 A whole range of myths have been created to support FGM. The practice is believed to
safeguard virginity, to quell sexual response, and to discourage sexual activity. In Djibouti, more
than 25 percent of the women who have been subjected to FGM report serious immediate health
complications. More than 50 percent of women have major long-term complications. Pregnancy
precipitates additional serious complications for most women; 38 percent of women must deliver
by Cesarean section, another 38 percent have other difficulties during delivery. Approximately 6
percent of women are rendered sterile, making them virtual outcasts in Djiboutian society
(Republic of Djibouti, 1993a:23). There is anecdotal evidence that after the war (and all the sex
crimes associated with it) the practice of FGM gained new strength in rural areas.

10.13 In many communities, traditional birth attendants have a vested interest in promoting the
practice of FGM because it adds to their income and prestige. Since 1995 local health
institutions have offered official courses for training birth attendants. These attendants are given
delivery kits during training and are monitored to ensure that they do not practice FGM. The
attendants, in turn, educate families about the dangers of FGM. This intervention has increased
awareness of the dangers of FGM and contributed to its decline in urban areas.

10.14 Among men, the majority (51 percent) are in favor of FGM. Of these, 26 percent gave
religious reasons as the justification, and 11 percent stated reasons of tradition. Among the 43
percent of men who opposed the practice, 92 percent cited the health risks posed to women by
FGM (UNFD, 1993). In a 1990 survey of Balbala Hospital's patients, 95 percent of the women
had indicated that they would have their daughters undergo the procedure. The majority cited
tradition as the reason (Republic of Djibouti 1993a:23).
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D. ECONOMIC AND SOCIAL STATUS

Female-headed Households Table 10.1: Distribution of Female-headed

10.15 In many countries, households Households, 1996
headed by women are extremely Quintile Female-headed
vulnerable to poverty. As a result, the Households
frequency of female-headed households (percent)
and their welfare is closely monitored. First (poorest) 24.6
The 1996 EDAM showed that women Second 23.1

head nearly 19.7 percent of households in Third 20.4

Djibouti. Though female-headed Fourth 12.1

households seem equally prevalent in Total 19.7

urban and rural areas, they are Source: Staff estimates from EDAM, 1996.
disproportionately represented in the lower
income groups. Among the poorest quintile, the percentage of households headed by women is
nearly 25 percent, while women head 12 percent of the households in the richest quintile (see
Table 10.1).

10.16 The results indicate that female-headed households are disproportionately poor (see Table
10.2). Other survey data collected at the individual level, and presented in Chapters 3 and 4,
suggest that females are doing worse than males in access to the labor market, and in human
capital development.

Table 10.2: Incidence of Poverty by Gender of Head of the Household, 1996

Household Type Contribution to Total
Poverty Rate Povertya/

Very-poor Poor Very-poor Poor

Male head 8.8 43.0 72.7 76.7
Female head 13.6 53.5 27.3 23.3
All 9.8 45.1 100 100.0
a/ Contribution to total poverty is the percentage of poor people with given characteristics.
Source: Staff estimates from EDAM, 1996.

10.17 As shown in Table 10.3, adult equivalent expenditures in male-headed households are 27
percent higher than those in female-headed households, although female-headed households
have, on average, fewer members and lower dependency ratios. Female-headed households are
characterized by higher illiteracy and significantly lower educational attainment of their heads.
Not unexpectedly, children of female-headed households are less likely to be in school, because
they tend to begin school later and to leave school earlier.
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Table 10.3: Characteristics of Female-headed Households, 1996

Female-headed Male-headed Total
Adult equivalent expendituresa'(Fdj) 268,547 334,939 319,849
Average age of head (years) 49.1 45.0 46.0
Average years of education attained by head 0.54 3.6 2.9
Average family size (number) 5.8 7.0 6.7
Average number of children below age 15 1.7 3.0 2.7
Dependency ratio (percent) 71 97 90
Enrollment rate for children ages 6-9 (percent) 65.6 71.2 70.4
Enrollment rate for children ages 10-13 77.9 82.1 81.4
(percent)
Enrollment rate for children ages 14-20 39.4 47.6 45.8
(percent)
Net primary school enrollment rate (percent) 62.4 68.4 67.5
Illiteracy rate (all members) (percent) 48.5 45.6 46.2
a! Average computed at the household level.
Source: Staff estimates from EDAM, 1996.

10.18 How do female-headed households originate? According to the results of the EDAM, 95
percent of the female heads of households have no spouse in the household. Widows comprise
59 percent of the female heads. An additional 11.3 percent report being divorced or separated:
18.6 percent are married. Only 6.5 percent of the female heads have never been married.

10.19 For mothers raising their children alone in Djibouti life is usually difficult. Among
divorced women, few receive any regular support for themselves or their children. Widowhood
is especially difficult. Women's lack of inheritance rights is often a moot point, as the husband
often has nothing to leave. Most widows find themselves struggling to support themselves, as
well as their children.

10.20 Among civil servants, the major formal sector employment group in Djibouti, women
who are the heads of household are at a disadvantage compared to their male counterparts. Men
are entitled to a salary supplement upon marriage if their spouse does not work, and on the
divorce or death of a spouse. Women do not receive the same supplement, even if they are the
head of the household or have a spouse who does not work. The state also provides civil
servants with a family allowance for up to six children. The General Statute on Civil Servants
states that on divorce between two civil servants, this allocation is paid to the parent who retains
custody of the children. However, according to the same law, if only one spouse is employed by
the state, the head of the family continues to receive this allocation, even if the other spouse
retains custody of the children. Most women are unaware of these laws, and of the fact that the
wife of a civil servant may have herself declared the head of the family under the law (ADEPF,
1995).

Employment and Economic Activities

10.21 Women make a significant economic contribution to their families. Aside from the heavy
domestic burden women bear, many eam revenues for the household. Although job
discrimination is illegal, employment opportunities for women in the formal sector are limited.
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Aside from the lack of education and training, cultural factors ensure that women do not have
equal opportunity for employment or advancement. According to the EDAM, 54.8 percent of
employed men work for the public sector, as opposed to 17.9 percent of employed women.
Since the labor force participation is much higher for males than for females, 84 percent of those
employed in the public sector are men. The formal private sector employs 16.7 percent of the
working men and 12.2 percent of the women who have a job. But women comprise most of the
informal sector: 60.6 percent of active women are reported as being self-employed or employed
by the informal sector, compared to 24 percent of men (EDAM). These women work mainly as
street merchants, selling khat, beverages, and hot foods, or laboring as seamstresses or basket-
makers. The pay is meager and irregular, and the conditions are difficult. In addition, women-
with some assistance from daughters-are responsible for all household chores, including
teaching the children and caring for sick relatives, regardless of having a job outside the home.
Most women work 12-16 hours a day without rest (CEA, 1984).

E. CONCLUSIONS AND POLICY IMPLICATIONS

10.22 The greatest potential for the advancement of women lies in access to education. There is
clearly a need for IEC campaigns to focus on the importance of girls' education. Teachers and
school officials should be trained to sensitize their communities to the importance of educating
girls. Increasing educational attainment by women would enable women to achieve: (i)
improvement in their own health and the health of their children; (ii) reduction in the practice of
FGM; (iii) increased employment opportunities; and (iv) increased ability to assert their rights
under the law.

10.23 Although legal reforms are needed to protect the interests of women, the greatest benefit
to women could come from consistently implementing the existing laws. This might be effected
by: (i) providing training to judges and other local officials and requiring them to enforce the
laws as written; (ii) conducting a community outreach program to explain to women their rights
under the law; (iii) including modules on women's rights in primary and secondary schools; and
(iv) promoting girls' education.

10.24 Female Genital Mutilation can only be abolished by a grassroots approach which would
consider all aspects of a culture and operate within that system of beliefs. Effective strategies
include disseminating information about the health consequences of the practice; incorporating
FGM treatment and counseling into health programs for women and children; and organizing
information and education programs especially targeting young people, and local community and
religious leaders. The Government should introduce FGM issues in the teaching modules of
primary and secondary teachers, as well as in the training provided to nurses and social workers.
In addition, the Government should begin to enforce sanctions against those performing the
practice. The participation of men should be enlisted so that, as women's attitudes begin to
change, they find support among brothers, fathers, friends, and partners.
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APPENDIX TO CHAPTER 2

APPENDIX 2.1

A. EDAM 1996

Coverage and General Issues

1. The 1996 Enquete aupres des menages (EDAM), conducted by the Bureau of Statistics of
the Government of Djibouti, was a nationally representative household survey of the sedentary
population of Djibouti.' The survey covered 2,400 households located in Djibouti-ville, other
urban centers, and rural areas. The population of Djibouti was divided into 4 strata: (i) Djibouti-
ville and Balbala; (ii) other urban centers (Ali-Sabieh, Dikhil, Tadjoura, Obock, Arta, and Wea);
(iii) sedentary population resident in rural areas; and (iv) nomads. The survey only covered the
first three strata, excluding those without permanent housing, diplomats, and cooperants
(including the French army). The analysis of living conditions and characteristics of the nomads
and the homeless was done through a participatory poverty assessment (PPA).

2. The field work took place between April 2 and July 15, 1996, and required the work of 23
enumerators belonging to the three main ethnic groups (Somali, Afar, and Arabs) and 19 nurses.
The nurses, all students at the Centre de Formation du Personnele de la Sante, were hired to
facilitate the collection of data on infant and maternal health.

3. Experience from other African countries indicated that a minimum of 400 households per
strata was necessary to obtain reliable data. Therefore the survey covered 1,600 households in
Djibouti-ville, 400 households in other urban areas, and 400 households in the rural areas.
Twenty unusable observations were dropped from the survey, yielding a total of 2,380
observations.

4. In the urban areas, the selection of the households to be interviewed was done in two
stages. First the areas were divided into blocks. Four hundred blocks were randomly selected in
Djibouti-ville, and 100 blocks were randomly selected in other urban areas. In the second stage,
4 households for each block were randomly selected (blocks with less than 4 households were
joined to neighboring blocks). The selection in rural areas required only one stage.

The population of Djibouti is composed of four groups: the nomads, the homeless, the refugees, the fourth group
is what we term "sedentary population" and it is the only group covered by EDAM.
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B. STRUCTURE OF THE SURVEY

5. The survey was divided into two questionnaires.2 The first questionnaire collected
information on the characteristics of the household; and the second, on the characteristics of
individuals. The first questionnaire was further divided into 8 sections, and the second
questionnaire was divided into 5 sections.

Household - Level Questionnaire

6. The structure of the household-level questionnaire is as follows:

Section 1: Household Migration. Collects information on the migration of the household
and its members;

Section 2: Housing and Sanitation. Collects inforrnation on housing condition and access
to water and sanitation;

Section 3: Access to Social Services. Collects information on access to health centers,
markets, and schools;

Section 4: Expenditure of the Household. Collects information on the household's
expenditure for education, electricity, water, rent, transportation, clothing, various types
of food, and khat;

Section 5: Expenditure for Health Services. Collects information on expenditures for
hospitalization, drugs, and transportation to the health centers;

Section 6: Household's Assets. Collects information on the stock and flow of wealth in
the households, and covers real estate, livestock, and small assets;

Section 7: Transfer and Rents. Collects information on pensions and transfers made or
received by the household;

Section 8: Access to Credit. Collects information on access to credit and banking
services.

Individual - Level Questionnaire

7. The structure of the individual-level questionnaire as follows:

Section 1: General Informnation. Collects information on gender, relationship to head,
age, nationality, and marital status of the various members of the household;

2 UNICEF, UNDP, and AfDB provided support in the design of the questionnaire.
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Section 2: Education. Collects information on the education level and literacy skills of
the various members of the household;

Section 3: Health. Collects information on the number of days on which each member of
the household has been sick, and expenditure for health care;

Section 4: Employment. Collects information on the employment status of each member
of the household, and asks members who work the type of work performed and their pay;

Section 5: Infant and Matemal Health. Collects information on infant mortality,
vaccination, breast feeding practice, and anthropometry.

C. SURVEY RESPONDENTS

8. Characteristics of the Survey Respondents. A unique ID code given to each household
member was used to verify which household member responded to each section of the survey.
This was done both as a quality check and to enable users to examine whether replies differed
systematically by type of respondent. Table A2. 1 indicates the characteristics of the respondents
for each section of the survey.

Table A2.1: Characteristics of the Survey Respondents.

Survey Section Gender Percentage of Average Age Schooling
(percent Head (percent completed
male) primary)

Schooling 28.8 36.2 37.4 27.1
Health 27.8 35.6 37.6 26.8
Employment 28.9 36.7 37.7 26.7
Source: Staff estimates from EDAM, 1996.

9. There were no significant differences in the gender, age, and education of the respondents
to different sections of the survey. Females dominated survey responses. In most sections the
preferred respondent was the household head, but only in 36 percent of the cases the respondent
was the head. The fact that the household head did not respond may indicate absence from the
household for employment or other reasons, and the possibility of de facto female-headed
households.

D. POPULATION ESTIMATES

10. The population figures cast doubts on the accuracy of the stratification and the weighting
scale. Even assuming a "homeless" (standing for those living in temporary structures or without
housing) and a nomadic population of 150,000 (the nomads are estimated to be 110,000), the
figures of EDAM would yield a population of 410,000, much lower than the official estimates
that range from 500,000 to 600,000.
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11. The exclusion of nomads and the estimation of the population raised several concerns as
to the accuracy of the survey. These concerns were mitigated by the fact that most survey
statistics matched the indicators obtained from other sources. This section validates the survey
by comparing some of its estimates to values obtained from previous surveys and actual data on
school enrollment and the number of connections to the water system.

Figure A2.1: Literacy Rate

45

40- 131991

35 *1996

30 -

C)25 -

z 20-*

:115
: 10 

I _ I_5

0

25-29 30-34 35-39

Age Group

Source: Republic of Djibouti, 1991; and staff estimates from EDAM,
1996.

12. Figure A2.1 compares the literacy rates for different age groups using the 1991 household
survey and 1996 EDAM. To ensure that one is comparing the same group of people the statistics
for 1996 are computed for an age group 5 years older than the age group used in 199 .3 EDAM
shows slightly higher literacy rates than the 1991 survey; however the two surveys estimates are
still very similar.4

13. Figure A2.2 compares the distribution of the households by their size, using the 1991
household survey and the 1996 EDAM. It is clear that the differences between the two surveys
are minimal.

3 For instance the first two columns computes the average literacy rate for people aged 25-29 in 1991 and 30-35 in
1996.

4 This assumes that the populations covered by EDAM and the 1991 survey are similar.
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Figure A2.2: Household Size
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14. Table A2.2 compares the survey estimates with actual data. The first column presents the
EDAM estimates of the number of households connected to the water system and the number of
students enrolled in primary school, while the second column presents the actual number of
households connected to the water system (source Omar; 1995) and the number of students
enrolled in public school (source Republique de Djibouti; 1996). The results of this comparison
show that the survey estimates are very close to the actual values. This provides strong support
for concluding that EDAM, 1996 gives a good representation of the characteristics of the
Djiboutian population.

Table A2.2: Comparison Between EDAM 1996 and Actual Values

EDAM, 1996 Actual
Estimate Value

Households connected to the water network 14,003 14,953
Students enrolled in primary public schools 35,377 31,888
Source: Staff estimates from EDAM, 1996; Omar, 1995, Republique de Djibouti, 1996.
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APPENDIX 2.2

A. A PARTICIPATORY POVERTY ASSESSMENT: DESCRIPTION OF THE METHODOLOGY

The Study

15. The World Bank, in collaboration with the Government of Djibouti, conducted a
Participatory Poverty Assessment (PPA) during October, 1996.

16. The objective of the PPA was to identify the characteristics and priorities of the poor in
Djibouti. This effort was complementary to statistical studies undertaken by the Direction
Nationale de la Statistique (DINAS). The objectives of the PPA were to: (i) examine the specific
aspects of poverty in Djibouti; (ii) facilitate the development of a coherent strategy in the social
sectors; and (iii) identify the main priorities in the health and education sectors, to promote
human resource development and improve living conditions. The study was participatory in the
sense that it described the living conditions of the poor according to their own perceptions and
priorities. The study covered 8 localities around Djibouti-ville and the provinces, including the
nomads and one refugee camp. More than 124 discussions between the researchers and the
population were conducted.

Focus

17. The PPA targeted three groups within the Djiboutian population which had been
identified as vulnerable to poverty. These included:

(a) inhabitants of shanty towns and the homeless of Djibouti-ville,

(b) refugees, and

(c) nomads.

Methodology

18. The study used Participatory Rapid Appraisal (PRA) techniques which enable researchers
to effectively combine large amounts of reliable, qualitative information with data obtained from
different sources using different methodologies. It is based on the capacity of the researchers to
listen and the atmosphere of trust established by the techniques used.

19. The methodological tools included: (i) semi-structured interviews with heads of
households and their spouses; (ii) focus groups with unemployed young males, young females,
female household heads, and street children; (iii) biographical histories; and (iv) interviews with
health-care workers, school headteachers/headmasters, and other relevant personnel. The main
themes discussed with the population were:
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(a) Definitions of poverty, the criteria, causes of and ways out of poverty;

(b) Survival strategies and coping mechanisms, human and material resources, access
to employment;

(c) Informal safety nets;

(d) Allocation of resources and responsibilities within the household;

(e) Expenditure patterns and priorities;

(f) Access to health care, medical regimes;

(g) Access to education, interest in schooling;

(h) Priority needs, desired solutions, individual and community initiatives, and those
requiring external assistance.

APPENDIX 2.3

DISTRIBUTION OF THE POPULATION BY AGE

Figure A2.3: Distribution of the Population by Age
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APPENDIX 2.4

ADULT EQUIVALENCE SCALES

20. Households have different sizes and compositions, and different needs. For example,
children have different nutritional needs from adults. In the absence of estimated equivalence
scales for Djibouti, in this report we follow Collier et al.'s (1986) approach. Differences in
family size and composition-gender and age-are accounted for by using the caloric
requirements by age and gender for East Africa (see Table A2.3). Economies of scale and size
are accounted for by using the Engel food scales estimated by Deaton (1980) and displayed in
Table A2.4. The household equivalence scale is computed as follows: each member in the
household is assigned, according to age and gender, the caloric weight in Table A2.3. These
values are summed across all members of the household and multiplied by the average cost
factor as displayed in Table A2.4. The household equivalence scale is then used to deflate
household expenditure. This "equivalized" expenditure (Lambert, 1989) can then be used-
unlike per capita expenditures-to compare the welfare of different households.

21. Although these equivalence scales exhibit some deficiencies, they are superior to the
alternative of using per capita scales, which do not take into account economies of scale, or
different nutritional requirements reflecting family composition.

Table A2.4: Index of Household Economies of Scale
Table A2.3: Index of Caloric Household Size (Number of Adults) Cost

Requirements by Age and
Gender for East Africa Marginal Average

Age group Gender I 1.0 1.0

Male Female 2 .892 .946

0-2 0.40 0.40 3 .798 .897

3-4 0.48 0.48
4 .713 .851

5-6 0.56 0.56

7-8 0.64 0.64 5 .632 .807

9-10 0.76 0.76 6 .632 .778

11-12 0.80 0.88
7 .632 .757

13-14 1.00 1.00

15-18 1.20 1.00 8 .632 .741

19-59 1.00 0.88 9 .632 .729

60+ 0.88 0.72
10 and up .632 .719

Source: Latham, 1965.
Source: Deaton, 1980.
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Sensitivity Tests

22. This report chose adult equivalent expenditures as the indicator of welfare and standards
of living. Several reasons guided this choice, including a concern with accuracy. Table A2.5
and Table A2.6 analyze how sensitive the results are to the use of different equivalent scales.

23. Table A2.5 shows the Table A2.5: Inter-Quintile Reallocation Generated by
inter-quintile reallocation that Moving from AES Expenditure to Per Capita Expenditure
happens when switching from Moving_from_AS_Expenditur_to_Per_Capia_Expenditur
AES expenditures to per capita AES Per Capita
expenditures. The reallocation
is minimal: more than 84 1 2 3 4 5 Total
percent of the individuals that, 1 84.9 15.1 0 0 0 100.0
according to AES expenditure,
belong to the first quintile 2 10.5 68.5 20.5 0.4 0 100.0
continue to belong to the first
quintile when per capita 3 0 11.0 64.0 24.7 .3 100.0
expenditure is used. More
than 68 percent of individuals 4 0 0 14.9 66.8 18.3 100.0
in the second quintile in the 5 0 0 0 7.6 92.4 100.0
AES ranking are in the second
quintile with per capita Correlation coefficient=0.9643.
ranking (10 percent shift to the Source: Staff estimates from EDAM, 1996.
first quintile and 20 percent to
the third). A similar reallocation is present in the third and fourth quintiles, while the fifth
quintile is characterized by almost no reallocation. These two different scales do not make a lot
of difference is confirmed by the fact that the correlation between per capita expenditure and
AES expenditure is equal to 0.96.
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24. Table A2.6 analyzes Table A2.6: Inter-Quintile Reallocation Generated by
the inter-quintile reallocation Moving from AES Expenditure to "0.5 Scale" Expenditure
when AES expenditure is AES "0.5 Scale"
compared with a "0.5
equivalency scale" which 1 2 3 4 5 Total
assigns weight 1 to adults
and weight 0.5 to children 1 90.3 9.7 0 0 0 100.0
(younger than 15). The table 2 7.3 78.2 14.4 0.1 0 100.0
shows that the use of the "0.5
equivalency scale" generates 3 0 8.4 77.4 13.9 0.3 100.0
even less reallocation than
the per capita expenditure. 4 0 0 9.4 80.5 10.1 100.0
The correlation between AES
expenditure and "0.5 equi- 5 0 0 0 5.2 94.8 100.0
valency scale" expenditure is Correlation coefficient=0.9863,
close to 99 percent. Source: Staff estimates from EDAM, 1996.

25. A fourth adult
equivalent scale is suggested by the Table A2.7: Inter-Quintile Reallocation Generated
World Health Organization. The by Moving from AES to WHO Scale
WHO suggests assigning a weight of AES WHO Scale
zero to children below one year of
age, weight 0.36 to children aged 1 ___ 2 __3 4 5 Total
to 3, weight 0.62 to children aged 4
to 6, weight 0.78 to children aged 7 1 89.8 10.2 0 0 0 100.0
to 9, weight 0.95 to children aged 10
to 12 and weight 1 to all individuals 2 3.8 81.9 14.3 0 0 100.0
older than 12. 3 0 5.1 76.9 18 0 100.0

26. Table A2.7 analyzes the 4 0 0 7.8 80.8 11.4 100.0
inter-quintile reallocation when AES
expenditure is compared with a 5 0 0 0 3.6 96.4 100.0
WHO equivalency scale. The
results of Table A2.7 are similar to Correlation coefficient=0.9854,
the results of the previous tables and Source: Staff estimates from EDAM, 1996.
show very small inter-quintile
reallocation when the WIHO scale is used instead of the AES scale.

APPENDIX 2.5

A. ESTIMATION OF THE POVERTY LINE

27. At present, no official poverty line (division between poor and non-poor) exists for
Djibouti. Several alternatives are available for choosing a poverty line. One can choose a
poverty line that cuts off a given percentage of individuals in the welfare distribution. Under this
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approach, the head count poverty index is always positive. Equivalently, one can analyze the
standard of living of different welfare quintiles. Alternatively, and sometimes referred to in the
literature as the "ideal approach", one can define the poverty line as the level of expenditure
necessary to buy a basket that includes all the goods necessary for the standard of living seen as
the minimum required by the customs of the country.

28. Poverty has different dimensions. To distinguish poor households from non-poor (or
better-off) households in terms of consumption deprivation it is necessary to determine a poverty
line, the level of welfare below which one is considered poor. Since the choice of a given
poverty line may affect the findings of the analysis, in this poverty profile we set, as a built in
sensitivity test, two distinct poverty lines. Using different poverty lines allows highlighting
different characteristics of poor people; many studies distinguish the extremely poor within the
broader category of poor people. Such extremely poor groups should be the primary target of
poverty reducing interventions. This study follows the traditional "basic need" approach to set
poverty lines for developing countries. The first poverty line is set at Fdj 100,229 (US$566) per
year per adult equivalent. The second, and higher, poverty line, is set at Fdj 216,450 (US$1,223)
per year per adult equivalent. The next paragraphs present in more detail how the two poverty
lines were estimated.

Indigence or Extreme Poverty Line

29. The Indigence or Extreme poverty line (EPL) corresponds to the cost of the basic food
basket ensuring that the recommended food energy intakes are met.5 Below this level household
survival may be threatened. We term this level of expenditure the indigence line.

30. This report assumes as the reference basic food basket the one consumed by the second
quintile of the population which provides about 2,100 calories/day per equivalent adult in the
family (see Table A2.8). This standard refers to an average requirement per equivalent adult
engaged in common activities The cost of the reference food bundle of Fdj 914.12 per day is the
level at which the indigence line is set. Below this line the household's sustainability is critical.
This figure is on a per household basis. It can be translated into per capita terms by dividing for
the number of components of the household. This would lead to a gross under-estimation of the
actual quantity consumed by each person in the household since each member is implicitly
considered as an adult. This report uses equivalence scales to account for differences in family
size and composition. The resulting indigence poverty line in equivalent adult terns on an
annual basis is estimated to be Fdj 100,229 (US$ 566).

5 The election of food as an indicator of economic well-being is based on Engel's observation that the standard of
living of a household varies with family size and can be deduced by the share of the household budget spent
on food.
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31. EDAM collected only information on expenditures. Quantities have been derived using
prices from a survey undertaken in Djibouti-Ville in July 1996 (Appendix 2.6). The prices
collected refer to the commodity disaggregation used in the 1987 DINAS expenditure survey.
Information about the caloric requirements have been gathered from West et al., 1987 and
Ensminger et al., 1994. The caloric content for the Meat, Legumes, Fruit, and Milk and
Derivates groups have been constructed using the caloric content of the detailed components
within the groups weighted by their respective shares. The caloric contents adopted for this
study have been validated by comparison with the figures provided in the Food Composition
Table for Use in East Africa by Wu Leung (1 964).

Table A2.8: Basic Food Basket for Djibouti (1996)

Commodity Daily Expenditure Daily Unit Calories/ Calories/ Caloric
Expenditure Shares Expenditure Cost Kg day Share

(Fdj) per Adult (Fdj)
Equivalent

(Fdj)
Bread 73.11 0.08 16.62 112.5 2,400 354.48 0.17
Pancake 20.88 0.02 4.75 80.0 2,310 137.02 0.06
Flour 51.69 0.06 11.75 377.4 3,400 105.83 0.05
Pasta 79.14 0.09 17.99 295.0 1,500 91.46 0.04
Rice 77.36 0.08 17.58 130.1 3,350 452.70 0.21
Meat 127.41 0.14 28.96 812.7 2,309 82.27 0.04
Fish 17.75 0.02 4.03 400.0 1,150 11.60 0.01
Potatoes 50.09 0.05 11.38 116.7 750 73.19 0.03
Pulses 35.26 0.04 8.01 192.9 3,250 135.02 0.06
Legumes 113.16 0.12 25.72 187.9 339 46.41 0.02
Fruit 8.99 0.01 2.04 237.6 909 7.82 0.00
Palm oil 45.97 0.05 10.45 482.9 8,900 192.53 0.09
Tomato Sauce 35.33 0.04 8.03 435.7 1,310 24.14 0.01
Tomatoes 36.66 0.04 8.33 350.0 220 5.24 0.00
Milk 10.35 0.01 2.35 471.0 3,430 17.13 0.01
Concentrate
Milk Fresh and 58.30 0.06 13.25 343.1 834 32.21 0.02
Deriv.
Sugar 62.69 0.07 14.25 156.2 3,750 341.96 0.16
Beverages 9.98 0.01 2.27 230.8 428 4.21 0.00

Total 914.12 1.00 207.76 300.7 2115.22 1.00

a/ Expenditures refer to the second quintile. The average household size in the second quintile is 6.9, and the
average number of adult equivalents is 4.4.
Source: Staff estimates from West et al., 1987, Ensmunger et al., 1994, and EDAM, 1996.

The Soft Poverty Line

32. The soft poverty line (SPL) is obtained by adding an allowance for non-food
consumption to the EPL. We follow the Orshanky (1965) method of adjusting the cost of the
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basic food bundle by the ratio between the total expenditure and the food expenditure for a group
of households deemed likely to be poor. For Djibouti, the ratio of total expenditure and food
expenditure for the second quintile of the population is 2.16. This figure yields an overall
poverty line of Fdj 216,494.6 (US$ 1,223) per adult equivalent. In the range between indigence
and the poverty line, while survival is not critical the quality of life is insufficient.

B. POVERTY INDICES

33. A good poverty index should satisfy three basic axioms: monotonicity (Al), the principle
of transfers (A2), and the axiom of decomposibility or additivity (A3). The poverty index is
monotonic when a reduction in income of a person below the poverty line is reflected in an
increase of poverty, it satisfies the principle of transfers when a transfer of income from a person
below the poverty line to someone who is richer leads to an increase in poverty, and it is
decomposable when it can be written as a weighted average of the mutually exclusive and
collectively exhaustive sub-group poverty indices. The next paragraphs discuss the latter
property.

The Decomposibility Property

34. The decomposibility property has important and interesting policy implications, since it
enables analysis of the contribution to aggregate poverty of each socio-economic group,
geographic region, or type of household according to the gender of the head. The contribution of
each stratum to the total/national poverty-Cl--is given by:

C kjP, a

where kj is the proportion of total population located in the mutually exclusive subgroup/stratum
j, Pj a is the value of the index of group j, and Paz is the value of the a index of poverty for the
total population. The value of Cj will give a fairly clear idea of where the poverty in the nation is
concentrated and can be the basis for a policy targeting intervention.

APPENDIX 2.6

PRICE QUESTIONNAIRE

35. Since EDAM, 1996, only asked for expenditures to derive a poverty line, it was necessary
to conduct a price questionnaire. Price Surveys were filled in the following locations: Marche
Daba Loula, Semiramis, Prisunic, Marche Mijader, March6 Balbal-Caadi, Marche Central,
Marche de l'avenue 26, Grande Pecherie de Djibouti, et Grand Marche de la place Rainbeau.
The price questionnaire is presented here.

UNIT CODE

UNIT ...... 1 PIECE ....... 9
KILOGRAM ...... 2 BOWL ...... 11
LITER .. 3 BUCKET .12
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SA C KL ........... ..... ......................... O T H ER2 ..... ............................... 16
BO TTL ........................................ O TH ER3 ..... ............................... 17

PACKAGE ..................................... 7
NUM BER ...................................... 8

UNIT CONVERSION IEQUIVALENT IN UNIT PRICE OBSERVATIONS

L BREAD =_ 

Baguette 330 g - 0 X < 

2. CREPE

3. FLOUR

Dourah blanc rouge I Kg § _ 

Petite princesse I Kg || E

Wheat tlour (Europe) I Kg _

Flour fancine I K _

Lustucru 250 g ___

Uncle Ben I Kg _

= Lustucru 50 g_ _

Other

OTHER CEREALS__

Beignet

Cookies.

Cerelac___

Other

6. MEAT

Beef (France) I Kg _ _

Boeuf faux -Filet ISKg S l _ 0 0

Veal (France) I Kg _=

Mutton I Kg __

Regular chicken I Kg: E_ 2 g 

Yellow chicken I Kg __

Goat I Kg __

Offal I Kg § g

Other

Carangue I Kg ! 

Meroud I Kg E_ E

Thazard I Kg 2 

Tuna fish I Kg ESg g K

Rouget 1 Kg 

Colas I Kg_ 

Frozen shrimps 500 g _ Sw I E A= X=

Other

8. POTAT I Kg 

9. LENTILS, BEANS



Appendix to Chapter 2 139

UNIT CONVERSION EQUIVALENT IN UNIT PRICE OBSERVATIONS

Groundnut I Kg_ i__

Dried fava beans I Kg l i l _
Dried beans I Kg l l l_

Lentils I Kg l <l _
Chickpea I Kg l_

10. VEGETABLES

Garlic I Kg _

Eggplant I Kg _l _

Beet I Kg_ _

Coffee leaves I Kg

Carrot I Kg =

Cabbage I Kg __ 

_ Marrow I Kg

Zucchini I Kg 

Gambo IlKg

Green beans I Kgg

Turnip I Kg _ 

Green peas I KgX
Leek I K gg

Pepper I Kg - _
Parsley I Kg __

Salad I Kg __

Othe IKgX i E =_
I1 FRUITS

Bananas I Kg
Lemons I Kg_

Dates I Kg _

Mangos I Kg

Watermelons I Kg 1 

Apples I Kg __

Other

12. OILS and FATSX 
Local butter 250 g 

Imported butter 250 g __

Atnimal fat I Kge 1 11 1 1 | 1

13. CONCENTRATED TOMATOES

14. TOMATOES i....

French tomatoes I Kg 1_; _1g

15. CONDENSED MILK ..................

Sweetened condensed milk 400 g__

Evaporated milk 400 g _= 

Powdered milk 2.5 Kg _

Curd_

Baby forrnula- 
16. DAIRY AND EGGS

Fresh local milk I -Lter- 
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UNIT CONVERSION EQUIVALENT IN UNIT PRICE OBSERVATIONS

Milk Djibouti I Liter

Cheese I Kg _ __ *

Yogurt 125 gx 4 . *

Other dairy products

Eggs 1

17. SUGAR

White sugar I Kg

Candies I Kg

Other

18. BEVERAGES

Drinkable water I Liter

Mineral water I Liter

Coca-Cola 33 cl _ ll_ _
Fanta 33 cl l 
Syrup I Liter_ l _ l_

Fruitjuice I Liter = - l 
Otter beverages I Liter *_________l_m

Coffee moulu 250g m _ 1 l_ i 

Tea (100 g) 50 bagslllI l = 
|POther tea F EXPENDITUR

3. S e DoInstant coffee t l t

|OTHERArr

Spices (ex. cinnamon)T1XI==L :: 
n. ThCooked fava beans i T b

| Cooked beans

| Chopped parsley TII
| Ground-pepperlll

cok Satllet w T r
| Otherl t

37. A cmCigarettes (local) s a Package (
|Cigarettes (imported) 1 I Package l

APPENDIX 2.7

IMPUTATION OF FOOD EXPENDITURE

36. Some Djiboutian households do not consume food at home. This happens because some
poor and very-poor households satisfy their basic needs through the hospitality of relatives and

6~~~~

neighbors.i This finding is supported by some comments reported in the household survey.
Some excerpts read: "The household is fed by the neighbors"; "The household is extremely
poor, but the people in the neighborhood give them some food"; or "The household does not
cook at home, they all eat with their relatives."

37. As a consequence of this situation, the sample reports 120 households (95 of which were
located in Djibouti-ville) with no food consumption. The reporting of zero food consumption
reflects two important shortcomings of the questionnaire: Section 4 does not ask any question on

6 Some rich households (often composed of a single member) consume all their food in restaurants.
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food eaten in restaurants, at other people's houses, or purchased from street vendors; and Section
6 does not ask any question on in-kind transfers.

38. Since zero food expenditure is not realistic, food expenditure has been imputed to the 120
households that reported no food expenditure. The values were imputed using the STATA7 code
"impute". STATA imputes the missing values by regression over a subset of variables chosen by
the researcher. The following variables were used: location dummies (rural and urban),
household size, home ownership dummy, availability of drinkable water dummy, ownership of a
TV dummy, role of the father in supporting the children, school attendance, use of health care
facilities, khat expenditure, and total household expenditure.

APPENDIX 2.8

What If The Survey Estimates
Were to Include the Nomads and

the Homeless? Table A2.9: Effect of the Inclusion of the Nomads
and Homeless on Main Social Indicators

39. The exclusion of the 
nomads and of the homeless Social Indicator Change

Primary and secondary school enrollments 4implies that the results of the Literacy rate +
survey cannot be used to represent Inequality +
the overall characteristics of Head count poverty indices and poverty gap +
Djibouti. On average these two Infant mortality +
groups are believed to be much Life expectancy +
poorer than the rest of the Access to safe water 4

population, and their exclusion Equity of goverment spending +

reduces the percentage of the population to be classified as poor or very-poor. The fact that the
poorest part of the population is excluded from the survey should always be remembered when
reading the report. Adding the nomads would increase the percentage of the poor and affect
numerous indicators of inequality (like the Gini index that seems low when compared to
countries similar to Djibouti).

40. According to the estimates of Chapter 2, Djibouti has a Gini index of 39.5 percent,
headcount poverty indices of 9.8 percent (when the low poverty line of Fdj 100,229 is used) and
45.1 percent (when the high poverty line of Fdj 216,450 is used), and poverty gap indices of 2.9
percent and 15.9 percent for the low and high poverty lines, respectively. Chapter 3 estimates a
net enrollment rate of 67.5 percent for primary school and 27.8 percent for secondary school.

41. The EDAM survey does not include nomads or the homeless. Since these groups are
deemed to be poorer and have much lower enrollment ratios than the rest of Djibouti, the EDAM
results are likely to underestimate the Gini and the poverty indices and overestimate the
enrollment ratios.8 To correct for this problem, this section estimates the Gini index and the

7 STATA is the statistical software used for most of the elaborations of this report.

8 This is true for many other estimates presented in this report.
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various poverty indices and enrollment rates assuming different population sizes, welfare levels,
and enrollment ratios. It uses six different population scenarios, 10 different expenditure levels,
and 3 different enrollment rates.

Population Size Scenarios

42. The EDAM survey estimates a sedentary population of 260,000.9 Previous surveys
estimated the nomads to be 1 10,000 or 19 percent of the population. Three population sizes were
assumed for the homeless: 30,000, 50,000, and 70,000.

43. The nomads are assumed to have a famnily size of 6.5 and adult equivalent scale of 3.5
(this is because nomadic households are younger than sedentary households). The homeless are
assumed to have a family size of 4 and an adult equivalent scale of 2.

44. Table A2.10 illustrates the six possible population scenarios and the assumptions on
household size and adult equivalent scale for the nomads and the homeless.

Table A2.10: Population Scenarios

Population Nomads Homeless Sedentary Total
Scenario
P1 68,000 30,000 260,000 358,000
P2 73,000 50,000 260,000 383,000
P3 77,000 70,000 260,000 400,000
P4 110,000 30,000 260,000 407,000
P5 110,000 50,000 260,000 420,000
P6 110,000 70,000 260,000 440,000
Household Size 6.5 4 N/A N/A
AES 3.5 2 N/A N/A

Expenditure Scenarios

45. Table A2.11 illustrates the different scenarios used to impute expenditure levels to the
nomads and the homeless.

46. The combination of the above possibilities yields the 10 scenarios illustrated in Table
A2.12.' 0

9The sedentary (or residential) population is defined as total population minus homeless and nomads.

JO In theory we could consider 16 scenarios, but we reduce the number of possible scenarios by combining NI4
with only H14.
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Table A2.11: Scenarios for AES Expenditure

AES Motivation
Expenditure

(Fdj/year)
Nomads

NIl 66,419 Mean AES expenditure of the very-poor residing in rural areas.
N12 84,625 Mean AES expenditure of the first quintile rural households.
N13 102,190 Mean expenditure of the resident of rural areas belonging to the

first and second quintiles.
N14 130,363 Mean of the AES expenditure of the first and second quintile at

national level.
Homeless

HIl 72,895 Mean AES expenditure of the very-poor residing in urban areas.
H12 98,943 Mean AES expenditure of the resident of urban areas belonging to

the first quintile.
H13 137,603 Mean expenditure of the resident of urban areas belonging to the

first and second quintiles.
H14 130,363 Mean of the AES expenditure of the first and second quintile at

national level.

Enrollment Ratios Scenarios Table A2.12: Income
47. To simulate the Djiboutian enrollment rates Scenarios
under different population scenarios, it is necessary to Scenario Nomads Homeless
make assumptions on the percentage of the population IN1 66,419 72,895
in school age. Table A2.13 illustrates the assumptions IN32 66,419 13976043

on the percentage of the population in school age for IN4 84,625 72,895
nomads, homeless, and the population covered by IN5 84,625 98,943
EDAM. The numbers for the nomads are slightly IN6 84,625 137,603
above the average for rural (nomadic households are IN7 102,190 72,895
younger), and the numbers for the homeless slightly IN8 102,190 98,943

1N9 102,190 137,603
below the average for urban. INIO 130,363 130,363

48. The average enrollment rates
in the population covered by the Table A2.13: Percentage of the Population of
survey are 67.5 percent for primary School Age
and 27.8 percent for secondary. Nomads Homeless EDAM
These values need to be weighted by Primary 25 15 17
0.17x259,497 for primary Secondary 19 15 19
(population aged 6-12) and by
0.1 9x259,497 for secondary
(population aged 13-19).
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49. The nomads and the homeless are assumed to
have the same enrollment rates. The following table Table A2.14: Enrollment
illustrates three possible scenarios. In EN1 enrollment Scenarios
rate is set to be equal to the average enrollment rate of Primary Secondary
the very-poor in urban areas, EN2 and EN3 are lower (percent) (percent)
scenarios. EN1 37.9 4.2

EN2 30.0 3.0
EN3 15.0 1.5

Implementation

50. Four hundred nomadic households and four hundred homeless households were
generated. Each household was imputed a different expenditure level. The average of the
expenditure was set equal to the income assumed in INl-INIO with a range of plus or minus 50
percent with respect to the average value. Weights were imputed to generate the different
population sizes described in P1-P6. To approach a normal distribution centered around the
average expenditure, the weights were higher for households with expenditure close to the
central values and lower for households with extreme expenditure.

51. The results of the simulations are summarized in the following tables (the reference
values in parentheses indicate the results obtained by using the EDAM data):
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Table A2.15: Gini Index (Reference: 39.5 percent)

Population Scenario
PVa' P2 P3 P4 P5 P6

Expenditure Nom: 68,000 Nom: 73,000 Nom: 77,000 Nom: 110,000 Nom: 110,000 Nom: ll0,000
Scenario Hom: 30,000 Hom: 50,000 Hom: 70,000 Hom: 30,000 Hom: 50,000 Hom: 70,000

INI
Nom: 66,419 47.89 48.80 49.14 49.32 49.54 49.75
Hom: 72,895

IN2
Nom: 66,419 46.61 46.87 48.04 46.84 47.83 47.51
Hom: 98,943

IN3
Nom: 66,419 45.14 44.68 46.84 44.08 45.99 45.12
Hom: 137,603

IN4
Nom: 84,625 46.20 47.05 46.77 47.55 47.24 47.51
Hom: 72,895

IN5
Nom: 84,625 45.01 45.25 45.71 45.23 45.60 45.37
Hom: 98,943

IN6
Nom: 84,625 43.51 43.01 44.46 42.41 43.69 42.90
Hom: 137,603

IN7
Nom: 102,190 44.92 45.84 44.93 46.41 45.58 46.01
Hom: 72,895

JN8
Nom: 102,190 43.66 43.93 43.78 43.95 43.80 43.70
Hom: 98,943

IN9
Nom: 102,190 42.09 41.59 42.43 40.98 41.74 41.03
Hom: 137,603

INIO
Nom: 130,360 40.47 40.13 39.98 39.68 39.59 39.14

Hom: 130,603 .

a/ Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.
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Table A2.16: Head count Poverty Index: Very-poor (Reference: 9.8 percent)

Population Scenario
Pla P2 P3 P4 P5 P6

Expenditure Nom: 68,000 Nom: 73,000 Nom: 77,000 Nom: 110,000 Nom: 110,000 Nom: 110,000
Scenario Hom: 30,000 Hom: 50,000 Hom: 70,000 Hom: 30,000 Hom: 50,000 Hom: 70,000

IN1
Nom: 66,419 34.08 38.13 41.00 41.54 43.59 45.93
Hom: 72,895

IN2
Nom: 66,419 30.64 32.77 37.93 34.48 38.70 39.39
Hom: 98,943

IN3
Nom: 66,419 1 27.46 27.82 35.09 27.96 34.19 33.37
Hom: 137,603

IN4
Nom: 84,625 28.40 32.25 32.97 35.53 35.74 38.26
Hom: 72,895

IN5
Nom: 84,625 25.29 27.40 30.18 29.15 31.32 32.36
Hom: 98,943

IN6
Nom: 84,625 22.11 22.45 27.34 22.63 26.81 26.33
Hom: 137,603

IN7
Nom: 102,190 23.19 27.02 25.42 30.34 28.55 31.40
Hom: 72,895

TN8
Nom: 102,190 20.07 22.17 22.63 23.96 24.13 25.50
Hom: 98,943
IN9
Nom: 102,190 16.90 17.22 19.80 17.44 19.63 19.47
Hom: 137,603

IN10 I
Nom: 130,360 | 12.48 12.97 13.22 13.39 13.55 13.85
Hor:

a/ Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.
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Table A2.17: Head count Poverty Index: Poor (Reference: 45.1 percent)

Population Scenario
PlP' P2 P3 P4 P5 P6

Expenditure Nom: 68,000 Nom: 73,000 Nom: 77,000 Nom: 110,000 Nom: 110,000 Nom: 110,000
Scenario Hom: 30,000 Hom: 50,000 Hom: 70,000 Hom: 30,000 Hom: 50,000 Hom: 70,000

IN1
Nom: 66,419 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 72,895

IN2
Nom: 66,419 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 98,943

IN3
Nom: 66,419 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 137,603

IN4
Nom: 84,625 60.12 62.73 64.31 64.93 66.01 67.56
Horn: 72,895 . . .. .. . .... ..... . ....

IN5
Nom: 84,625 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 98,943 .

1N6
Nom: 84,625 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 137,603 ... . ... .. .. _

IN7
Nom: 102,190 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 72,895

IN8
Nom: 102,190 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 98,943

IN9
Nom: 102,190 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 137,603 

INI0
Nom: 130,360 60.12 62.73 64.31 64.93 66.01 67.56
Hom: 130,603 1

a/ Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.
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Table A2.18: Poverty Gap Index: Very-poor (Reference: 2.9 percent)

_________ ~~~~Population Scenario

F_ pja/ P2 P3 P4 P5 P6
I Expenditure Nom: 68,000 Nom: 73,000 Nom: 77,000 Nom: 110,000 Nom: 110,000 Nom: 110,000
I Scenario Hom: 30,000 Hom: 50,000 Hom: 70,000 Hom: 30,000 Hom: 50,000 Hom: 70,000

[INI
Nom: 66,419 10.73 11.92 13.06 12.93 13.78 14.43
Horn: 72:895

IN2
Nom: 66,419 9.29 9.68 11.78 9.97 11.74 11.70
Hom: 98,943

I IN3
! Nom: 66,419 8.52 8.50 11.10 8.41 10.66 10.26
Hom: 137,603 _

IN4
Nom: 84,625 7.58 8.64 8.63 9.55 9.43 10.16
Hom: 72,895

IN5
Nom: 84,625 6.36 6.75 7.54 7.06 7.70 7.85
Hom: 98,943

IN6
Nom: 84,625 5.60 5.56 6.86 5.50 6.62 6.41
Hom: 137,603

IN7
Nom: 102,190 5.93 6.99 6.25 7.91 7.16 7.99
Hom: 72,895

IN8
Nom: 102,190 4.71 5.09 5.16 5.42 5.43 5.68
Hom: 98,943

IN9
Nom: 102,190 3.95 3.91 4.48 3.86 4.35 4.24
Hom: 137,603

IN10
Nom: 130,360 2.83 2.82 2.81 2.81 2.81 2.80

j H orn: 130,603 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

a! Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.
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Table A2.19: Poverty Gap Index: Poor (Reference: 15.9 percent)

__________ ~~~Population Scenario
Pla' P2 P3 P4 P5 P6

Expenditure Nom: 68,000 Nom: 73,000 Nom: 77,000 Nom: 110,000 Nom: 110,000 Nom: 110,000
scenario Hom: 30,000 Hom: 50,000 Hom: 70,000 Hom: 30,000 Hom: 50,000 Hom: 70,000

IN1
Nom: 66,419 30.25 32.66 34.32 34.69 35.86 37.26
Hom: 72,895

IN2
Nom: 66,419 29.25 31.10 33.42 32.63 34.44 35.36
Hom: 98,943

IN3
Nom: 66,419 | 27.76 28.79 32.10 29.59 32.33 32.54
Hom: 137,603 |

IN4
Nom: 84,625 28.52 30.86 31.88 32.84 33.47 34.91
Hom: 72,895

IN5
Nom: 84,625 27.63 29.48 31.08 31.02 32.21 33.23
Hom: 98,943

IN6
Nom: 84,625 26.15 27.16 29.76 27.98 30.10 30.42
Hom: 137,603

TN7
Nom: 102,190 26.96 29.29 29.62 31.29 31.32 32.86
Horn: 72,895

IN8
Nom: 102,190 26.07 27.91 28.83 29.47 30.06 31.18
Hom: 98,943

IN9
Norn: 102,190 24.59 25.60 27.50 26.42 27.95 28.36
Hom: 137,603

INIO
Nom: 130,360 22.36 23.52 24.12 24350 24.90 25.60
Hom: 130,603

a/ Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.
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Summary of the Simulations

Table A2.20: Net Enrollment Ratios (References: 67.5 and 27.8
percent)

Population Scenario
Pr'/ P2 P3 IP4 P5 [P6
Nom: Nom: Nom: I Nom: Nom: Nom:
68,000 73,000 77,000 110,000 110,000 110,000

Enrollment Hom: Hom: Hom: Hom: Hom: Hom:
30,000 50,000 70,000 30,000 50,000 70,000

Primary
ENI 58.51 [7. 55.85 45636 5521 54.62
EN2 56.11 54.63 52.74 f 53.39 51.93 51.18
EN3 51_.56 4.4 . .. 70 44.65

Secondary
ENI 21.12 20.10 19.18 19.23 18.55 17.99
EN2 20.78 19.71 18.74 18.80 18.09 17.49
EN3 20.35 19.22 18.19 9118.26 17.50 16.86

a/ Nom stands for nomads; Hom stands for homeless.
Source: Staff estimations.

52. The simulated Gini indices are much higher than the values based on EDAM data. As
expected, the Gini index is positively correlated with the population size (because, in our
simulations, increasing the population increases the number of nomads and homeless) and
negatively correlated with the expenditure of the nomads and homeless. For most scenarios, the
Gini index ranges between 44 and 49 percent, that is 5 to 10 percentage points higher than the
reference value obtained using EDAM.

53. The head count poverty index (using the extreme poverty line of Fdj 100,229) is also
positively correlated with the size of the population and negatively correlated with the
expenditures of the nomads and homeless. For most scenarios the index is above 20 percent,
more than twice the value obtained if nomads and homeless were not included. Note that this
index (and all other poverty indices) almost always decreases when we move from INI to IN1O,
which indicates that the effect of the expenditure of the nomads dominates the effect of the
expenditures of the homeless.

54. The head count poverty index for the soft poverty line of Fdj 216,450 is always positively
correlated with the size of the population, and it is constant for all the expenditures scenarios
(this is because all the imputed values are always below the threshold that defines poor
households). This index is always above 60 percent, that is, more than 30 percentage points
higher than the value obtained when nomads and homeless are not included.

55. The poverty gap for the extreme poverty line ranges from 2.81 to 13 percent. The value
when nomads and homeless are not included is 2.9 percent. The poverty gap for the soft poverty
line is always double the value when nomads and homeless are not included.
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56. The inclusion of the nomads and the homeless reduces substantially the enrollment ratios
for both primary and secondary school. In the most optimistic scenario, the enrollment rates for
primary school and secondary school are 58.5 and 21.12 percent respectively (versus 67.5 and
27.8 for the EDAM data). These enrollment ratios go to 45 and 17 percent for less optimistic
scenarios.

57. Assuming a total population of 383,000, with 50,000 homeless, and 73,000 nomads
(population scenario P2), average AES expenditure for nomads equal to Fdj 84,625, average
AES expenditure for homeless equal to Fdj 98,943 (expenditure scenario IN5), primary school
enrollment rate for nomads and homeless equal to 30 percent, and secondary school enrollment
rate for nomads and homeless equal to 3 percent (enrollment scenario EN2), we obtain the
following indices.

Table A2.21: Comparison of Survey and Simulated Values

EDAM Values Simulated Values
Gini Index 39.5 45.23
Poverty headcount (very-poor) 9.8 27.40
Poverty headcount (poor) 45.1 62.73
Poverty gap (very-poor) 2.9 6.75
Poverty gap (poor) 15.9 29.48
Primary net enrollment 67.5 54.63
Secondary net enrollment 27.8 19.71
Source: Staff estimates from EDAM, 1996.

APPENDIX 2.9

58. Using data from EDAM, we estimated two models linking household characteristics with
poverty or expenditure,

(a) A Probit model was estimated to analyze which factors affect the probability of
being poor.

(b) Ordinary Least Squares (OLS) were used to analyze which factors affect the
level of adult equivalent expenditure.

59. In the Probit model, the dependent variable is a dummy variable that assumes value 1
when the household adult equivalent expenditure is below the poverty line of Fdj 216,450, and
value zero otherwise. In the OLS estimation, the dependent variable is the adult equivalent
expenditure. The same set of independent variables was used for the estimation of the two
models. The variables are: (i) a dummy for Djibouti-ville and rural areas;" (ii) number of
children aged 15 or less; (iii) family size; (iv) number of khat users, and its square; (v)
percentage of the members of the household who are employed; (vi) percentage of the employed

The excluded dummy is the one for residents in urban areas outside Djibouti-ville.
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who work in the formal sector; (vii) average number of years of education of members aged 15
or more; (viii) age of the head; and (ix) age of the head squared.

60. Table A2.22 presents the results of the Probit estimations and Table A2.23 presents the
results of the OLS estimations. In addition to the estimated coefficients, the tables report the
mean values for each variable, the t-statistics, and the p-values. Since the coefficients of a Probit
regression do not have a straightforward interpretation, Table A2.22 also reports the marginal
effects of each variable calculated both at the mean of the dependent and explanatory variables.12

These marginal effects indicate the change in the probability of being poor due to a change of the
explanatory variable holding all the other factors constant.

61. In the Probit regression, all the variables are statistically significant except the number of
children and the gender of the head. In the OLS regression, the age of the head, the number of
children, and the percentage of employed in the formal sector are not statistically significant. The
number of children generate different predictions in the two regressions. In the Probit regression,
households with a high nurnber of children are more likely to be poor, while in the OLS
regression, a high number of children is associated with high levels of expenditure. The
coefficient attached to female-headed households is not statistically significant for the Probit
regression, but it is statistically significant for the OLS and indicates that female-headed
households have a lower level of adult equivalent expenditure.

Table A2. 22: Result of the Probit Regression. Dependent variable: Poverty Status

Variable Mean Coefficient t P> I t I Marginal Effect
Constant. 1.000 0.356 1.23 0.219 at mean of at mean

X of Y
Djibouti-ville 0.813 -0.650 -7.11 0.000 -0.250 -0.255
Rural 0.067 0.580 3.55 0.000 0.223 0.228
Number of children 2.002 0.025 1.12 0.264 0.001 0.001
Size 6.729 0.084 6.17 0.000 0.032 0.033
Number of khat users 0.183 -3.633 -9.98 0.000 -1.398 -1.43
Number of khat users squared 0.083 2.500 4.369 0.000 0.962 0.98
Percent employed in formal sector 43.39 -0.003 -4.25 0.000 -0.001 -0.001
Percent of employed 8.709 -0.008 -4.36 0.000 -0.003 -0.003
Female head 0 .227 0.065 0.87 0.383 0.025 0.026
Years of education 2.941 -0.168 -13.10 0.000 -0.065 -0.066
Head's age 45.977 0.022 1.99 0.046 0.009 0.009
Head's age squared 2,294.500 -0.0002 -2.15 0.031 -0.00008 -0.00008
N. Obs. 2380; Pseudo R2=.28; X2=~904; Prob > X2=0 Mean of Y = 0.43.
Source: Staff estimates from EDAM, 1996

12 All the simulations use the mean values of the explanatory variables.
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Table A2.23: Results of the OLS Regression. Dependent variable: Adult Equivalent
Expenditure

Variable Mean Coefficient t P> I ti
Djibouti-ville 0.813 78,146.80 5.42 0.000
Rural 0.067 -40,774.22 -1.83 0.067
Number of children 2.002 4,647.50 1.35 0.179
Size 6.729 -20,265.99 -9.71 0.000
Numberofkhatusers 0.183 258,128.90 5.02 0.000
Number of khat users squared 0.083 -10,153.01 -0.14 0.890
Percent employed in formal sector 43.390 -61.74 -0.56 0.577
Percent of employed 8.709 2,404.15 8.70 0.000
Female head 0 .227 -42,824.86 -3.54 0.000
Years of education 2.941 38,095.57 22.55 0.000
Head's age 45.977 1,171.28 0.59 0.493
Head's age squared 2,294.500 -6.64 -0.42 0.676
Constant 1.000 147,758.30 3.27 0.001
N. Obs. 2380; F=1 13.98; Prob >F=0; R2 0.36
Source: Staff estimates from EDAM, 1996

APPENDIX 2.10

DECOMPOSITION OF INEQUALITY

62. While the Gini index cannot be easily decomposed between groups that have overlapping
expenditures, the Theil index has the advantage of being easily decomposable. If y=(Yi. , yn)
is the expenditure distribution vector for a population of n individuals, the Theil index can be
written as:

T(y;n) =- log(yi /A)

where ,u is the mean expenditure. If the population is partitioned into G disjoint subgroups, and
the individuals of subgroup g have the distribution vector y=(ygi . , ygn) and mean
expenditure ,ug, the Theil index can be written as:

Eg'i T(y; ;ng )+ n log(,ug / It)
g nui 9 np

63. In what follows we decompose the Theil index for Djibouti among different location
(Djibouti-ville, other urban, and rural), and different occupation of household head (heads who
have not worked in the 12 months before the interview, heads who work'3 for the public sector,
heads who work for the formal private sector, heads who work for the informal private sector and
heads who have other jobs).

13 Or have worked in the 12 months before the interview.
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64. Table A2.24 decomposes the Table A2.24: Decomposition of the Theil Index
Theil index among different locations. Among Different Locations
Expenditure inequality reaches a Djibouti- Other Rural Between
maximum in rural areas and it is lower in ville Urban Groups
Djibouti-ville. But inequality in Theil 25.6 26.4 29.3 2.1
Djibouti-ville determines almost 90 Weight 0.89 0.08 0.03 1
percent of total inequality. Inequality Total 27.7
between different locations accounts for Source: Staff estimates from EDAM, 1996.

approximately 8 percent of total inequality.

Table A2.25: Decomposition of the Theil Index According to Occupation of
Household Head

Unemployed Public Private Private Other Between
sector formal informal Groups

Theil 26.1 24.4 24.1 20.3 29.4 2.1
Weight 0.32 0.35 0.10 0.04 0.18 1
Total 27.7
Source: Staff estimates from EDAM, 1996.

65. Table A2.25 decomposes the Theil index according to the occupation of the head.
Households with an unemployed head have the second highest level of inequality, while
households with a head working in the informal private sector have low levels of inequality
(because their income is uniformly low). Between group inequality accounts for approximately 8
percent of total inequality.

Table A2.26: Weekly Expenditures (Fdj) by Welfare Level and Location
Quintile Quintile Quintile Quintile Quintile Djibouti- [Urban Rural All
1 2 3 4 5 ville ,

Bread 236.7 354.5 478.7 435.9 548.8 414.6 391.0 213.1 380.9
Pancake 92.2 137.0 172.9 208.1 202.8 181.9 77.0 91.4 151.9
Flour 99.3 105.8 95.3 113.3 127.5 94.6 137.5 149.6 109.4
Pasta 62.2 91.5 100.5 117.5 130.6 103.9 . 94.8 68.5 97.2
Rice 395.6 452.7 485.5 586.3 690.1 527.5 , 474.4 518.9 517.5
Meat 44.4 82.3 108.8 160.0 219.5 131.9 103.7 69.2 118.1
Fish 3.1 11.6 15.3 45.4 103.1 44.6 14.4 3.0 33.7
Potatoes 51.2 73.2 72.5 101.7 126.5 88.3 j 82.4 73.5 85.1
Pulses 75.4 135.0 192.4 218.6 251.5 186.8 142.0 94.9 166.0
Legumes 28.5 46.4 38.7 70.9 109.4 65.8 52.6 38.9 59.7
Fruit 4.0 7.8 25.7 54.2 132.8 49.8 28.3 10.2 40.5
Palm oil 158.0 192.5 229.5 291.7 386.9 250.4 231.6 233.4 244.7
Tomato sauce 18.9 24.1 4.1 33.0 41.3 28.9 ! 25.6 26.1 28.0
Tomatoes 3.3 5.2 3.8 7.4 9.8 6.7 5.3 4.2 6.1
Milk concentrate 6.5 17.1 6.0 53.8 101.1 47.2 23.7 14.8 38.6
Milk fresh and deriv. 16.9 32.2 56.0 59.5 82.6 48.3 43.8 30.0 44.8
Sugar 285.7 342.0 377.8 459.2 586.5 405.0 1 408.0 379.4 401.4
Beverages 1.3 4.2 9.1 14.8 32.1 13.6 5.5 4.8 11.0
Total 1583.3 2115.2 2472.4 3031.3 3883.1 2689.7 2341.5 2023.8 2534.8
Source: Staff estimates from EDAM, 1996.
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Figure A2.4: Poverty Incidence Curve
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Table A3.1: Literacy Rates at Different Ages: 1991
and 1996 Compared (percent)

1991 1992

Age group Male Female Male Female

10-14 70.6 56.6 89.5 78.7

15-19 67.4 44.3 89.2 67.7

20-24 55.6 32.1 88.0 57.9

25-29 49.1 22.1 78.0 40.1

30-34 44.9 14.6 70.3 27.0

35-39 38.8 16.1 64.7 17.8

40-44 35.9 7.1 55.6 14.6

45-49 36.9 7.7 55.4 5.3

50-54 23.5 2.2 42.4 4.1

54-59 21.3 3.5 38.5 3.9

60-64 23.2 2.6 32.7 2.0

65 and above 11.4 0.0 23.3 4.1

Source: Republique de Djibouti, 1992, and staff estimates
from EDAM 1996.



Appendix to Chapter 3 157

Table A3.2: Reasons for Quitting School, 1996'

Gender Welfare Group Region All
(percent) (percent) (percent)

Reason Male Female Very- Poor Non- Djibouti- Other Rural
poor poor ville urban

Too difficult 25.9 19.2 14.2 21.2 22.9 22.5 18.5 22.2 22.0
Useless 3.6 4.8 7.9 5.1 3.3 3.4 8.0 7.4 4.3
Not admitted 27.9 18.1 16.5 21.5 22.9 23.0 21.3 13.4 22.2
Lack of money 3.1 2.7 6.3 4.4 0.9 2.9 3.2 2.4 2.9
Neededto help at 3.2 20.8 16.7 14.1 12.6 12.0 17.3 23.3 13.4
home
Need a job 1.8 2.5 1.1 1.1 3.6 2.5 0.8 2.00 2.2
Graduation 5.4 2.8 1.7 2.6 5.5 4.4 2.2 1.00 3.9
Other 29.3 29.1 35.6 28.3 28.3 29.3 28.7 28.3 29.2
Total 100 100 100 100 100 100 100 100 100
Source: Staff estimates from EDAM, 1996.
a/ People aged 5-24.

Table A3.3: Distribution of Food Expenditures by Poverty Group and Location, 1996
(Percent of Total Food Expenditures)

Welfare Group Location

All Djibouti Very-poor Poor Non-poor Djibouti-ville Urban Rural

Bread, flour, 28.6 44.0 34.9 23.8 27.8 30.6 34.8
rice, and pasta

Meatandfish 16.8 6.2 12.1 20.4 17.6 14.7 10.5

Vegetables 11.3 8.5 10.8 11.8 11.5 11.1 10.0

Fruit 2.7 0.4 0.7 4.3 2.9 2.2 1.0

Tomatoes 7.0 6.7 7.4 6.7 7.0 7.0 7.7

Milk 7.5 4.4 5.9 8.8 7.7 7.5 5.9

Sugar 6.3 8.3 7.2 5.6 5.9 7.1 9.1

Other 19.7 21.5 21.0 18.7 19.6 19.7 21.2

Total Food 100 100 100 100 100 100 100

Source: Staff estimates from EDAM, 1996
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Table A3.4: Average Number of Days of Work Lost, 1996

Quintile Day of work lost Day of work lost
(all people aged 15 or (all people aged 15 or more who were

more) sick)
Poorest (1) 2.2 58.5
2 1.9 59.0
3 2.6 56.7
4 2.3 46.2
Richest (5) 2.3 44.8
All 2.3 51.8

Source: Staff estimates from EDAM, 1996.
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ADDITIONAL TABLES AND FIGURES

Table A4.1: Djibouti-ville: Households by Source of
Potable Water and by Quintile (percent)

Quintile
Source of potable Total Poorest 2 3 4 Richest

water
Tap inside the house 100 4.0 12.3 18.6 28.2 37.0
Tapoutsidethehouse 100 15.4 22.8 26.3 21.4 14.1
Standpipes 100 29.9 45.0 16.1 6.9 2.1
Water truck 100 35.5 29.0 16.8 11.8 7.0
Other 100 13.1 19.8 20.9 22.7 23.5

Source: Staff estimates from EDAM, 1996.
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1. Using data from EDAM, we estimated two models linking individual characteristics with
labor market participation and unemployment.

2. In the first model, the dependent variable is a dummy variable that assumes value 1 when
the individual is in the labor force and zero when the individual is not in the labor force. Only
non-students aged 15 or older were used. In the second model, the dependent variable is a
dummy that assumes value 1 if the individual is unemployed and zero if the individual is
employed. Only members of the labor force were used. The following explanatory variables
were used: (i) gender dummy (1 equals to male); (ii) dummy variables for Djibouti-ville and
rural areas;'4 (iii) years of education; (iv) health status (a dummy that assumes value one if the
individual has been sick in the 4 weeks before the interview); (v) age; and (vi) age squared.

3. Table A5.1 presents the results of the Probit estimations for the participation equation and
Table A5.2 presents the results of the Probit estimations for the unemployment equation. In
addition to the estimated coefficients, the tables report the t-statistics and the p-values. Since the
coefficients of a Probit regression do not have a straightforward interpretation, Table A5.3, Table
A5.1, and Table A5.2 also report the marginal effects of each variable calculated at the mean of
the explanatory variables. These marginal effects indicate the change in the probability of
participating in the labor force (or being unemployed) correlated with a change of one of the
explanatory variable holding all the other factors constant.

Table A5.1: Results of the Probit Regression

Dependent Variable: Participation in the Labor Force

Variable Coefficient t P > I t I Marginal Effect
Constant -0.70 -7.87 0.000
Male 0.84 27.41 0.000 0.32
Djibouti-ville 0.17 3.54 0.000 0.07
Rural -0.19 -2.48 0.000 -0.08
Years of education 0.06 15.61 0.000 0.02
Sick -0.31 -4.68 0.000 -0.12
Age 0.01 3.15 0.000 0.0047
Age squared. -0.0002 -5.46 0.000 0.00009
N. Obs. 8,637; Pseudo R2=. 14; X2= 1652; Prob. > X2=0.
Source: Staff estimates from EDAM, 1996.

14 The excluded dummy is the one for residents in urban areas other than Djibouti-ville.
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4. Table A5. 1 reports the results of the estimation of the participation equation. Males are
32 percent more likely to be in the labor force than females: residents of Djibouti-ville are more
likely to be in the labor force than residents of other urban areas and residents of rural areas.
Each additional year of education reduces the probability of being out of the labor force by 2
percent. People who have been sick in the 4 weeks before the interview are 12 percent less likely
to participate in the labor force than healthy people. The relationship between age and labor
force participation is non-linear; the probability of being in the labor force increases until an
individual is 26 and then starts decreasing. The probability of participating starts decreasing at
such a young age because of the behavior of the females. By running the regression for males
and females separately, we find that the probability of participating in the labor force reaches a
maximum for males at age 44. We also find that the probability of participating in the labor
force is negatively correlated with age for females.

Table A5.2: Results of the Probit Regression

Dependent Variable: Employment Status

Variable Coefficient t P> I t I Marginal Effect
Constant 2.50 19.12 0.00
Male 0.03 0.59 0.56 0.01
Djibouti-ville 0.05 0.72 0.47 0.03
Rural 0.09 0.72 0.47 0.02
Years of education -0.02 -4.68 0.00 -0.009
Sick 0.04 0.43 0.67 0.02
Age -0.12 -20.97 0.00 -0.05
Age squared. 0.001 15.44 0.00 0.0004
N. Obs. 4,349; Pseudo R2=.13; X2=780.6; Prob. >x2=0.
Source: Staff estimates from EDAM, 1996.

5. The results of Table A5.2 show that only age and education are robustly correlated with
unemployment. There are no significant differences in the unemployment rate attributable to
location or gender. Each additional year of education reduces the probability of being
unemployed by approximately 1 percentage point. Although the relationship between
unemployment and age is non-linear, unemployment is negatively correlated with age for most of
an individual's active life because the probability of being unemployed reaches a minimum at
age 62.

6. To study what determines monthly wage, we estimated a wage equation. The dependent
variable is monthly wage. Question 34 of EDAM allowed the reporting of daily, weekly, or
monthly wages. To convert all the figures into monthly wages, the daily wages were multiplied
by 26, and the weekly wages were multiplied by 4.2.

7. The independent variables are: (i) two location dummies (Djibouti-ville and rural areas);
(ii) years of education; (iii) gender; (iv) age (as a proxy for experience); (v) type of job (sales and
hotel, industry and energy, transportation and telecommunication, family aides and public
administration); and (vi) sector of employment.



162 Appendix to Chapter 5

8. The results of the estimation (reported in Table A5.3) show that location and gender do
not enter in the regression in a statistically significant way. Education and experience (proxied
by age) are very important in explaining wages.

Table A5.3: Estimation of the Wage Equation

Variable Coefficient t-statistics P-value
Djibouti-ville 508.4803 0.093 0.926
Rural -15,038.63 -1.636 0.102
Education 5,281.414 14.669 0.000
Male 6,742.212 1.671 0.095
Age 1,055.978 8.439 0.000
Sales and hotel -7,237.822 -1.409 0.159
Industry and energy 25,760.84 1.015 0.310
Transportation and 39,606.13 5.608 0.000
Telecommunication
Domestic aide -12,592.24 -2.131 0.033
Public administration -2,811.171 -0.520 0.603
Public sector 12,838.62 1.579 0.114
Private (formal) 12,861.05 1.633 0.103
Private (informal) 6,348.271 0.849 0.396
Self-employed 21,226.48 2.728 0.006
Employer 76,271.94 5.121 0.000
Constant -13,832.78 -1.341 0.180
N. Obs. 2099, F(15, 2083)= 38.29, R2 =0.21
Source: Staff estimates from EDAM, 1996.
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ESTIMATION OF THE GINI EXPENDITURE ELASTICITIES

1. Most of the analysis of this report is conducted using the head count poverty index. The
use of a poverty index has serious drawbacks when used to analyze poverty-alleviating policies.
The most important is that, even if there is no significant difference between a household just
above the poverty line and a household just below the poverty line, the head count poverty index
classifies these two households in different groups. Therefore, any policy that is able to shift the
marginal household just above the poverty line would seem to have achieved an important step
toward poverty reduction. Even more paradoxically, a policy that imposes a tax on the very-poor
and a transfer on the households just below the poverty line would be judged as poverty reducing
by the head count poverty index. This happens because the poverty index ignores welfare among
the non-poor and therefore violates Pareto optimality. The last problem is that poverty lines are
often arbitrary. A continuous function would describe poverty alleviation policy better than the
use of a poverty line.

2. To evaluate the effect of different policies on inequality, it is necessary to develop a
technique to study how the change of a tax or Government outlay affects inequality. Yitzhaki
(1996) shows how to decompose the Gini coefficient into three components: inequality among
the poor, inequality among the non-poor, and inequality between the groups; the study illustrates
how this decomposition can be applied to study the effects on inequality of different policies.
This appendix describes Yitzhaki's main results and shows how these were applied to
decompose the inequality index for adult equivalent expenditure in Djibouti.

3. Assume a poverty line Z which divides the population into two groups: the poor (whose
expenditure y-<Z) and the non-poor (y>Z). Yitzhaki shows that the Gini index can be
decomposed as:

Gy0 = PP Syp Gyp+ Pr Syr Gyr + Gb

where Gyo is the overall Gini index, Gb is inequality between groups, and Gyp Gyr are the Gini
indices for the poor and the non-poor, respectively. Pi is the population share of group i and Syi
= Pi(juyi /uyo) is group i's share in total income. Between groups inequality can be computed
by subtracting the expenditure share of the poor from the population share of the poor.

4. Yitzhaki shows that the Gini expenditure elasticity is a key parameter in determining the
direction of the change in the Gini coefficient caused by a small change in the price (or tax) of a
good. The Gini expenditure elasticity is defined as:

XYF =-G('u j)/
d,G
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where G is the Gini index, ex is a subsidy (or the negative of a tax) imposed on a good x, and
/i,ax is the inverse of the average propensity to spend on x. Using the decomposition of the

Gini Index suggested by Lerman and Yitzhaki (1984), 7xy can be computed as:

7,y cov[x, F(y)] ,uly

= cov[y, F(y)] Ax

and it can be decomposed as:

T7yo S 77 + S ,xyr + Wb 17xy
xYo xyo

where ixyp and r7xyr are the Gini expenditure elasticity for poor and non-poor and flxyb is the
expenditure elasticity between groups.

5. Gini expenditure elasticities have a straightforward interpretation when they refer to a
subsidy or to an income outlay.'5 If a given commodity has a Gini expenditure elasticity greater
(smaller) than 1.0, then a subsidy to this commodity will increase (decrease) inequality. The
opposite is true when taxes are analyzed (i.e., an increase in taxation of a good with 'ru> 1 will
decrease inequality).

Table A6.1: Gini Expenditures Elasticities

All Poor Non-poor Between
groups

Energy 1.14 1.28 1.04 1.14
Water 0.88 1.22 0.78 0.91
Health 1.52 1.37 1.62 1.41
Food 0.60 0.71 0.56 0.63
Milk 0.65 1.28 0.45 0.72
Vegetables 0.65 1.01 0.61 0.65
Rice 0.30 0.41 0.24 0.33
Pasta 0.28 0.56 0.18 0.30
Flour 0.18 0.16 0.22 0.18
Source: Staff estimates from EDAM, 1996.

15 This framework was developed to study the effect on income inequality of remittances.
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Table A7.1: Pensions, Revenues and Transfers, 1996

Deciles Poorest 2 3 4 5 6 7 8 9 Richest Total

Expenditures 69,666 12,0454 153,432 181,075 216,981 254,382 299,608 356,818 462,791 895,091 301,030
Pension 5,419 8,670 7,802 14,207 12,157 18,399 11,880 27,969 14,181 12,825 1,3351
Stipend 226 924 1,104 860 1,262 1,579 2,591 2,879 1,850 2,200 1,547
Private transfer 6,543 7144 7725 12,750 6,784 7,322 6,447 8,767 8,929 20,439 9,285
(domestic)
Privatetransfer(foreign) 167 0 1,649 1,202 480 873 1,415 148 1,600 2,942 1,048
Social 5,646 9593 8,906 15,067 13,419 19,977 14,471 30,848 16,032 15,024 14,898
Private received 6,710 7144 9,374 13,952 7,264 8,195 7,862 8,915 10,529 23,381 10,333
Private domestic (given) I11 64 311 328 368 813 1,740 2,116 5,473 32,225 4,345
Private foreign (given) 0 28 132 85 776 360 142 921 1,301 26,888 3,063
Private given I11 93 442 412 1,144 1,174 1,882 3,037 6,775 59,113 7,408

Net domestic 6,532 7079 7,415 12,422 6,416 6,509 4,707 6,651 3,455 -11,786 4,940
Net foreign 167 -28 1,517 1,117 -295 513 1,273 -773 299 -23,946 -2,016
Net total 6,699 7051 8,932 13,540 6,120 7,022 5,980 5,878 3,754 -35,732 2,924

Total 327 271 232 215 209 220 214 206 228 258 2,380

Pension 44 42 33 42 53 30 53 43 56 47 443
Stipend 14 14 17 18 25 28 23 30 26 22 217
Privatetransfer 47 40 31 28 24 22 15 16 23 16 262
(domestic)
Private transfer (foreign) 2 0 5 5 4 3 5 2 3 6 35
Social 588
Private 287

Pension 7.8 7.2 5.1 7.8 5.6 7.2 4.0 7.8 3.1 1.4 4.4
Bourse 0.3 0.8 0.7 0.5 0.6 0.6 0.9 0.8 0.4 0.2 0.5
Private transfer 9.4 5.9 5.0 7.0 3.1 2.9 2.2 2.5 1.9 2.3 3.1
(domestic)
Private transfer (foreign) 0.2 0.0 1.1 0.7 0.2 0.3 0.5 0.0 0.3 0.3 0.3
Social 8.1 8.0 5.8 8.3 6.2 7.9 4.8 8.6 3.5 1.7 4.9
Private 9.6 5.9 6.1 7.7 3.3 3.2 2.6 2.5 2.3 2.6 3.4
Private domestic (given) 0.0 0.1 0.2 0.2 0.2 0.3 0.6 0.6 1.2 3.6 1.4
Private foreign (given) 0.0 0.0 0.1 0.0 0.4 0.1 0.0 0.3 0.3 3.0 1.0
Private given 0.0 0.1 0.3 0.2 0.5 0.5 0.6 0.9 1.5 6.6 2.5
Net domestic 9.4 5.9 4.8 6.9 3.0 2.6 1.6 1.9 0.7 -1.3 1.6
Net foreign 0.2 0.0 1.0 0.6 -0.1 0.2 0.4 -0.2 0.1 -2.7 -0.7
Net total 9.6 5.9 5.8 7.5 2.8 2.8 2.0 1.6 0.8 -4.0 1.0

Pension 13.5 15.5 14.2 19.5 25.4 13.6 24.8 20.9 24.6 18.2 18.6
Bourse 4.3 5.2 7.3 8.4 12.0 12.7 10.7 14.6 11.4 8.5 9.1
Private transfer 14.4 14.8 13.4 13.0 11.5 10.0 7.0 7.8 10.1 6.2 11.0
(domestic)
Privatetransfer(foreign) 0.6 0.0 2.2 2.3 1.9 1.4 2.3 1.0 1.3 2.3 1.5

Source: Staff estimates from EDAM, 1996.
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Table A8.1: Maximum Sustainable Yield for All
Species, 1996

Type of Fish Maximum
sustainable yield

(tons)
Small demersal (excluding 1,872
leiogathidae)
Leiogathidae (slipmouth) 8,625
Large demersal excluding 1,760
balistadae)
Balistadae (trigger fish) 1,862
Other demersal 1,095
Total demersal 15,214

Small pelagic 24,800
Large pelagic 3,200
Total pelagic 32,625
Total 47,839
Source: Kunzel et al., 1996



APPENDIX TO CHAPTER 9

Tobit Analysis of Khat Expenditure

1. A Tobit model was used to estimate the correlation between household characteristics and
khat expenditure. The dependent variable is the share of total expenditure allocated to khat (the
Tobit analysis was necessary because the dependent variable is limited to the interval 0-1). The
independent variables are: dummy for residents in Djibouti-ville, dummy for residents in rural
areas,'6 dummy for female-headed households, household size (number of household members),
number of children younger than fifteen, average years of school attended by the household
members older than fifteen, adult equivalent (AES) expenditure (we also introduced the square of
AES expenditure to control for possible non linearities), and the percentage of employed who
work in the formal sector. The results of the Tobit regression are reported in Table A9. 1.

2. To produce the simulations of Table A9.2, we used the estimates of Table A9.1 and
evaluated the model, using the average values of the independent variables not included in the
simulation (Djibouti-ville, rural, and formal sector jobs).

Table A9.1: Coefficient of the Tobit Regression of Share of Khat Expenditure Over
Household Characteristics

Djibouti-ville Rural Size Children School Expenditure Expenditure Female head Formal
squared sector job

-0.011 0.014 0.018 -0.011 -0.008 5.8 e-7 -2.2 e-13 -0.10 5.3 e-3
(-075) (0.60) (9.09)* (-3.26)* (-4.11)* (14.37)* (-11.18)* (-8.21)* (5.08)*
R2 = 0.34, N. Obs 2380, left censored observations 1168. t-statistics in parenthesis.
< denotes statistically significant at I percent confidence level.

16 The excluded dummy is the one for residents in urban areas other than Djibouti-ville.
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Table A9.2: Household Characteristics and Share of Khat Expenditure, 1996

Size of the Number of Average Adult Share of expenditure
household children years of equivalent for khat

(N) schooling expenditure (percent)
(N) (Fdj)

Female head Male head

6 2 3 250,000 6.4 13

Wfico onLbeusekold ** Und number ie
6 4 3 250,000 4.8 10.5
8 4 3 250,000 7.7 14.7
8 6 3 250,000 5.9 12.1

SimulaiGuwn year of s l7777
6 2 5 250,000 5.2 11.1
6 2 7 250,000 4.1 9.4
6 2 9 250,000 3.2 7.8

Si-n dto.;n adult adfflditre
6 2 3 100,000 1.9 5.2
6 2 3 150,000 3.0 7.5
6 2 3 400,000 13.7 21.9
6 2 3 600,000 24.8 32.2
6 2 3 1,000,000 40.0 44.2
6 2 3 1,500,000 42.7 46.3
6 2 3 2,000,000 28.0 34.9
Source: Staff estimates from EDAM, 1996.
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