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1 
SUMMARY 

The Egyptian food distribution system is 
a major component of an extensive and 
complex system of government market inter-
vention. It has evolved from policies aimed 
at assuring general access by the population 
to basic foods and has become a major 
marketing channel. 

Expenditures on food subsidies rose 
from less than I percent of total public
outlays in 1970 to more than 10 percent in 
the second half of the decade. The subsidies 
have become a significant portion of the 
real income of many consumers. They have 
also helped moderate the strains accom-
panying rapid structural change as the econ-
omy has shifted to agreater degree of market 
orientation and increased international trade 
and investment. 

As a first step in a larger study of the 
effects of the food distribution system, this 
report is intended as a guide for building
models for in-depth analyses. It also pro-
vides examples of management details that 
seldom can be derived from the aggregated 
data of the national accounts. Both aggregate
data and past studes are reviewed to deter-
mine the effects on welfare of implicit cash 
transfers from the central government, 

Subsidized wheat flour and bread are 
available, in principle, to all consumers 
without restriction. Monthly quotas of rice, 
tea, cooking oil, and sugar are provided at 
low subsidized prices to about 90 percent of 
the population through ration cards. These 
quotas vary by regions with urban-rural dif-
ferences. The goods are distributed through
registered grocers. 

A second tier of quotas is available at 
higher subsidized prices. These goods are 
also marketed through cooperatives and 
government retail stores, but availability is 
less assured. Beans and lentils are similarly
marketed at two quota prices but are not 
available every month, 

Frozen meat and poultry are distributed 
through government stores and cooperatives
with monthly limits on purchases. Fish is 
distributed the same way but without limit,
Although yellow maize is subsidized, it 

mostly serves as an agricultural input rather 
than a final consumer good. 

The growth in fiscal costs of the system
during the last decade reflects high com
modity prices in 1973 and 1974 and a gradual
devaluation of the Egyptian pound between 
1977 and 1979. The increase in quantities
distributed is the result of increased popu
lation, rising income, and falling relative 
prices of subsidized items, which have 
varied little in nominal terms. Quantities per
capita of rationed goods distributed at the 
first tier of prices have changed little, but 
those of the second tier have grown faster 
than the population, as have sales of frozen 
meat and chick'en. Per capita consumption 
of wheat flour products has also risen. 

Some of the increase in consumption is 
the result of numerous changes in regional
quotas authorized by the Ministry of Supply
and Home Trade (hereafter referred to as the 
Ministry of Supply). City and village needs 
are initially determined by local councils, 
which transmit them to the Ministry of 
Supply through the governorates (provincial
governments). The local quotas set by the 
Ministry of Supply reflect regulatory guaran
tees and regional give and take. Responsibility 
for quantity decisions, including imports, is 
separate from the authority for setting prices.
This reduces the short-run responsiveness
of the system. Official prices do not rise 
when local demand exceeds the quotas, but 
waiting lines and other additional cGsts of 
food acquisition influence consumer pur
chases. There also is open market trading in 
scarce commodities. These distribution 
channel,, are described in a case study of 
greater Cairo. 

Regional distribution patterns of rationed 
goods show clear differences between corn
modities. Rationed sugar appe. rs to be 
evenly distributed among the govornorates
in per capita terms; highe- priced subsidized 
sugar is less so. The regional and urban 
quotas for oil and rice are unevenly distrib
uted. A cross-sectional regression for rice 
confirms the urban bias. Asimilar regression
shows no urban bias for total cereal distri
bution by the Ministry of Supply, but it 
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indicates that distribution partially offsets 
differences in local production. The lack of 
an urban ias for total cereals can be par-
tially attributed to large sales of subsidized 
wheat flour in rural areas where the density 
of bakeries is low. Such sales parallel those 
of domestically produced grain, 

Government intervention in ag~icultural 
production by area allotment and forced 
deliveries is particularly strong for regulated 
commodities. Acase study illustrates utiliza-

tion of rationed and subsidized commodities 
in a rural region of the Nile Delta. It indicates 
that on the average one third of daily food 
energy requirements, according to the stan
dards of the Focd and Agriculture Organiza
tion othe United Nations (FAO), is provided 
by suosidized foods . Differences in access 
and prices were observed among farm fam
ilies. Cereal consumption patterns and mar
keting in villages with bakeries differed 
from those without. 

10 



2 
INTRODUCTION 

Two sets of ,tatistics illustrate the cur-
rent pressures on the food system of Egypt.
In the first set self-sufficiency ratios reveal 
that in 1980 only 24 percent of the wheat 
and flour consumed, 26 percent of the 
edible oil, 57 percent of the sugar, and 10 
percent of the lentils were domestically
produced. These figui'es reflect both rising
demand due to population and income 
growth and the relatively slow growth of 
agriculture. The second set of statistics 
i'eveals that food subsidies cost 1.1 billion 
in Egyptian pounds (LE) in 1980/81 and are 
piojected to be more than LE 1.5 billion for 
fiscal 1982.1 

The first set of statistics is widely viewu.d 
with alarm. Food security is a major topic ot 
governmental and popular concern, engen-
dering new committees and programs. The 
size of the subsidy reflects the government's 
concern with social welfare and its interest 
in protecting citizens from high food prices
and major market fluctuations. Some believe 
this commitment may be distorting resource 
allocation, reducing economic growth, and 
hindering productive investment. The differ-
ing views stem, in part, from the fact that the 
fiscal costs of the food subsidy system can 
be much more easily measured than its 
social and economic costs or its social 
benefits. 

The food subsidy system is part of a 
larger cor-,:umer welfare program that sub-
sidizes energy, transportation, housing and 
some consumer goods other than food, 
such as cloth and soap. Measures taken to 

augment consumption include price wedges
between purchase and selling prices and 
absorption of marketing or transport costs 
by the government. In addition, lost oppor
tunities for exports because of government
trade monopolies in rice, petroleum, and 
cotton may represent hidden subsidies. The 
government also influences marketing by
placing price ceilings and marketing margins 
on privately traded goods and by fixing
prices on goods produced by public-sector 
companies. Considering that half of the 
GNP originates in the public stctor, these 
measures have considerable impact. 2 

Although this study was made to assist 
Egyptian planners and economists, it is 
hoped that it will provide useful background
information for similar studies of other 
developing economies as well as for econ
omists working on other food policy issues. 
It begins with a discussion of policy goals,
which includes a brief historicil background,
followed by discussions of market outlets,
decisionmaking and administration within 
the food subsidy network, regional varia
tions, effects on nutrition, and linkages to 
the agricultural sector. (Egypt is divided into 
provincial governments called governorates, 
which are shown on the map below.) Two 
case studies are presented: one on marketing
within Cairo and Giza, and the other on 
purchases of subsidized and nonsubsidized 
foods in nine delta villages. The report
concludes with a discussion of modifica
tions of the subsidy system currently being 
discussed. 

1he Egyptian pound (LE) equals 100 piasters. In July 1982 U.S. $1.22 equalled LE 1.00. although phasing In ofofficial levels and open rates does occur Between 1977 and August 1981 the Egyptian pound equalled U.S. $1.43.Prior to devaluation in 1977 the Egyptian pound was valued at more than $2.50.2Khalld kram, Egypt: Economic Management ina Period of Transition (Baltimore: Johns Hopkins University Press,
1980). 
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3 
THE SCOPE OF EGYPT'S FOOD SUBSIDY PROGRAM
 
AND ITS GOALS 

Origins of the System 

The current subsidy system in Egypt
does not represent a sharp break from the 
past. Attitudes and institutions formed dur-
ing and even before the Nasser period were 
adapted to the economic conditions of the1970s. 

Rationing was introduced in 1941 to 
cope with wartime scarcities and restructured 
in 1965 in the face of rising domestic prices, 
a straining economy, and sharp drops i. the 
availability of aid. In 1966 cards based on 
civil records were issued for four items: ker-
osene, oil, sigar, and tea. Other subsidized 
items were made available in 1967 without 
strict rations.3 Public companies for retailing 
and for importing were formed during this 
period. 

During the 1950s and 1960s rations did 
not always involve subsidies, and the total 
budget outlay for the system remained small. 
Rationing may be looked upon as an alloca-
tive measure for social equity in an economy
that relied on central planning rather than 
on market determination, 

Although wheat is not rationed, govern-
mrent intervention in wheat marketing has 
occurred throughout Egyptian history.4 Open
market operations using imported wheat to 
lower domestic prices were undertaken dur-
ing periods of local shortages-for example, 
at the end of World War I. Subsidies on 
wheat were LE 13 million in both 1951/52 
and 1952/53 but then, declined unitil the 
mid-1960s. During this period the govern-

ment took over large-scale wheat storingand processing and established the General 

Organization for Mills, Silos, and Bakeries.
The mills received subsidies, but the baker
ies remained in private hands. Bread prices 
and flour extraction rates were controlled by
the government. 

The subsidies on wheat were an attemptT es bii so h a eea te p
to insulate the domestic economy from international shocks and short-term domestic 
shorfl D n sen yer o estic 

so r eer eat the worldprices ofc 

consumer prices for wheat exceeded world 
prices. 5 Thus, the small subsidies of the 
domestic prices to producers and consumers 
and were as much a subsidy to producers as 

to consumers. If the government's main 
objective had been to obtain food cheaply, 
it could have increased purchases of inex
pensive wheat on the world market. But this 
would have required use of foreign exchange.6 

Exoenditures on subsidies increased 
markedly in 1974 and in 1979 (see Table 1).
Much of the increase in the early 1970s was 
due to sharp increases in world prices for 
wheat in 1973 and 1974. The volume of 
imports of wheat rose only 8 percent and 
flour imports only 30 percent from 1973 to 
1974, but subsidy costs for wheat and flour 
were up 174 percent. The governrent could 
have transmitted some of the increase in 
world prices to consumers. However, this 
would have jeopardized the government's
plan, introduced in 1973, for restructuring 
the economy and opening up trade and 
investment opportunities. Since then, the 

NI. Egan arid Abdel NI. Gawad, "The Egptian Ration Card Sy3tem and Its Relationship to Cooperatives and
Gosernment Grocerl Store Subsidized Pricing," U.S. Department of Agricuiture memorandum, Cairo, September
1977. See also Egypt. Ministry of Supply and Home Trade, Decision # 112. 1966. 
4 See . Shalaby. "A Report on Wheat Consumption in Egypt." Program Economist's Office. U.S. Agency for
International Development, Cairo December 1978 (mimeographed); and Grant M. Scobie Government Policy and
Food Imports: The Case of Wheat in Egypt, Research Report 29 (Washington, D.C.: International Food Policy Research 
Institute, 1981). 

Scobie. Government Policy. 
Egypt's flexibility has been limited by foreign echange constraints. For discussion of trade policies, ee Scobie 

Government Policy 
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Table !-Total public expenditure. 1970/71-1980/81 

Expenditure 1970/71 1972 1973 1974 1975 1976 1977 1978 1979 1980, 19 8 0 /81b 

(LE million)
Central and local go%ernment expenditure 661 730 765 899 1.298 1.670 1.628 2.012 2.575 1.754 3.738 
Subsidies 

Food 3 11 89 329 491 322 313 450 880 472 1.108Fertilizer. pesticides. and cotton ..... 81 34 35 36' 50 73 143Price adlistmet ... ... 228 190 140Other ... .5 8 0 78 74 222 200 95 312Subtotal" 3 11 89 410 622 474 650 900 1.370 -%40 1.563Public authorities' deficits 41 62 188 87 93 19 139 185 229 148 344Emergenc% Fund deficit 127 211 335 36 284 303 256 370Tota! current expenditure 832 1.014 1.177 1.432 2.297 2.526 2.673 3.467 3.974 2.542 5.643Public gross fixed investment 358 414 45i 791 1.373 1.431 1.839 2,463 2.857 1.350 3.325Total public expenditure .190 I.A28 1.528 2.223 3.670 3.957 4.5312 5,930 6,831 3.892 8.970GDP at market prices 3.203 3.390 3.808 4.339 5.218 6.727 8.283 9.671 12.409 ...... 

Source: Lgpt. \linitr, of Finance. unpublished data. 
1980 figures are actual figures for the period Januar, 1. 1980. to June 30. 1980 

These figures Treestimates. 

This is the Agricuitural Stabilization Fund; it includes Treasury Fund payments.

This fund was established in 1977 to finance the cos! of phasing in the domestic price impact of commodities imported at the parallel rate rather than the official exchangerate.
 

Since the fund for subsidies was established in 1975. earlier figutes are budget estimates.
 



subsidy scheme has had the broader re-
sponsibility of insulating the consumer from 
inflation in the world economy while Egypt
increases its international trade. 

During the period 1977-79 Egypt gradually
devalued the pound to 56 percent of its 
earlier value. This was accomplished by
phasing in items to be importecl at the new 
official exchange rate, with essential food 
imports remaining at the parallel rate until 
January 1979. As domestic prices of main 
food items did not change markedly, tile 
increased import costs appeared as higher
subsidy costs, dlespite declines of some 
world market prices. The effects of the de-
vO luation are clearly indicated by the reIuc-
titn of 15 percent in wheat imports and 4 
percent in flour between 1978 and 1979. 
World prices of wheat rose approximately
40 percent in that period, while fiscal losses 
on imports rose 150 percent. 

In 1977 LE 124 million of the price ad
justment (in Table I), a fund established to 
ease the effect on domestic prices of com
modities imported at parallel rates, went to
the General Authority for Supply Commodi-
ties (GASC) and thus can be considered an 
additional cost of food subsidies. (GASC is 
the government agency under the Ministry
of Supply responsible for importing food 
commodities.) Furthermore, GASC received 
an additional LE 190 million in 1978 and 
140 million in 1979, most of which should 
also be included in the overall cost of food 
subsidies (Tables 2 and 3).7 

The commodities that showed a profit in 
Table2 indicate that prior to devaluation the 
government's marketing of goods was not 
synonymous with subsidies. For example,
although tea has been rationed since the 
inauguration of the current ration system,
subsidies were not required before 1977. By 
means of a two-tier system of prices (see
Chapter 4), the government has been able to 
use its monopoly or near- moncpoly position 
on imports to gain profits from tile sale of a 

few restricted goods. Since the devaluation, 
however, most of these items have been sold 
at prices below import prices.

Tile "other" category under subsidies in 
Table 2 includes losses on meat and poultry.
The increase of subsidies on such items is a 
major part of the strategy for stabilizing
domestic prices.

Table 4 ,resents indexes of the volume 
of food listribute(] through tile channels of 
the Ministry of Supply. Imports have, in 
general, grown more rapidly than domestic 
distribution. Civen the price differences, 
this implies greater costs per ton of com
modities listributel. The rapid growth of 
meat and poultry consumption and distribt 
tion indicates that the value of the average
commodity bundle was higher in the late 
1970s than in the early part of tile decade. 
This was consistent with the evolving goais. 

Current Policy Goals 

The Five-Year Plan for 1978-82 em
phasizes the provision of necessities at low 
cost and protection of' the consumer from 
increases ini the cost of living." That docu
ment, as well as a number of speeches and 
reports on social welfare by government
officials, links wage increases to prices of 
major commodities. 9 Although the govern
ment assures workers that it will not impose
major price changes, it recognizes the need 
for adjustment to small price movements 
and to inf~ation in the private sector. It at
tempts to protect workers from such changes
by increasing wages and pensions. Thus,
food prices are a means by which the govern
ment can influence wage rates. The govern
ment views subsidies as a means of moderat
ing pressure to raise wages of public-sector 
employees in addition to l)romoting social 
equity and price stabilization. 

The subsidy system also is related to the 

These CtllIuldt ions .tre bdsed onlyonfiscdl costs ,rod lnderestitndle tile econonlic costs of the subsidies. For
exdmple. the proviJ i of rice itwoives little direct government oulay, yet involves a significant opportun ity cost 
not idicuted here. 
' The other thiee duties of the government are listedi ,It ttanteeing emtploytoent and earning; providing public
,velftre througli le,lhht. hotsing. ethtcation, ,atdso forth: od providing public utilities. Although the Plan guidlesinvesttneta in Im)lic enterprises. it is by no ieans I Muhll trini for government allocation. Egypt. Ministry of
P 'lanning,Arab Republic of Egpt. Five.Year 'lon 1978.1982. vol. 5 (Cairo: Ministry of Planning, 1977). 
Ministry of Planning. Five.Year Plan. 1978 1982. 1:23. See aisoAIA hbarEl Yom. May 3. 1981: ,nd Egyptian Gazette. 

May 31, 1981. 
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Table 2-Trading operations of the General Authority for Supply Commodities, 
1970/71-1980/8 I
 

Item 1970/71 1972 1973 1974 1975 1976 1977 1978 1979 1980/81
 

IALmillion) 

Subsidies 4111 41.9 136.2 3932 4237 281.4 343.2 452.4 9968 1.094.3 
Wheat 11a flour 20.9 15.1 79.0 2164 260.9 171 6 149.1 222.8 588.3 511.0 
Nlaiie 08 0.4 44 16.5 31 1 23.1 40,6 538 38.5 63.7 
-jtiblefats and oils 
rationed) 10.4 5.F 1611 55.3 72.2 43.2 546 137.4 200.2 125.4 

Sugar (rationed)
lea 
(Cof)fee 

1(. 
... 
-. 

6.0 
. . 

I9.0 
... 

611.9 
... 
. 

20.0 
... 
.. 

6. 
.. 3 

5.6 
12.81 
. . 

... 
54.6 
. . 

97.8 
42.0 

Other 1.7 4.6 170 36.1 313.7 37.4 750 256 115.2 254.4 
Profits 311.6 30 47.2 63.1 15.0 31.2 12.6 29.3 445 ... 
Cottonseed 2.0 14 2.5 2 1 2.0 2.0 2.0 . . .. 
Ellihle oils 
filoIlrationel) 42 27 5.0 8.0 ...... ... ... 

Tea 12.6 17.9 144 140 11.5 13.2 
o(fee 0() I 3 0 I 

Sugar (tinratntild) IB0 64 226 36.0 ... 116 26.1 44.5 
Other 019 0.9 27 30 14 160 2.0 3.2 

Total net lossis 32 1 3 800 330 I 40W7 250.2 330.6" 423.1 952.3 1,094.3 

Sour e: Lg pit, Milnistr\ of Supp, idm I loe Irade. General AuthtiurN forStl)l\ Ctommodities. utpbtltlished data. 

ane n)rilnal ai), the spe(ill fl 
Price .Adjutstment Flnd., ili litferuil( ipris'tiig s'ariOts iltotistratit. i sts and. illsone ears. 
settlvllet Iunt 01 ,rr s. 

Actual nt losses ireestiiniteud to i,% u ithetnLE-455 million. Meiahlittional 1.1.124 illion %%Ss pail out oiI11Prici 
Adjulstment lossus it a( 1977 

Notes: Tot.l tivi h)us.es N iss thalltotalsiilisidt nelteus IttOi d for Sutbsidies dm1 the 

hiti Ihlii hums liasidoi thu oli(il vuhluang rti, %%hviutis iluritng ill sil
sidized ctnoi ti s a ,rtfrom ,lu't. flo r. edible oils. Sugar, aii' l IiIv I e inhiportel at theljirillel exthaug rate 

goal of food security. Egypt isfacing a Domestic agriculture achieved only amodest 
widening food gap between demand and annual growth rate of 2 percent in the 
domestic sulpply because the increase in 1970slI' Aggregate food self-sufficiency was 
demand from growth in population and real 72 percent in 1981 for wheat, rice, coarse 
per capita income and from nominally stable grains. pulses, sugar, cooking oil, and meats, 
prices has exceeded the growth of supply. including poultry. The degree of self-suffi-

Table 3- Food subsidies as a share ofgovernment outlays and GDP, 1970/71-1980/81 

1970/71 1972 1973 1974 1975 1976 1977 1978 1979 1980/81
 

I(percent)
 

Share of total c:urrent 
expenditures 0.4 1.1 7.6 23.3 23.9 14.0 176 2011 270 19.6 

Share of total pulilit 
exltenuliturvs 02 0.7 5.5 16 5 16.9 9.8 10.9 119 16.2 123 

Share of (;IP 0.1 0.3 2.3 7.6 9.4 4.11 53 66 11.1 7.0 

Source: Unpublishei data from the lg, ptiar .Mittistry of Finance ito) the G(eneral AuthoritN forStplh Commolities 
of tileMinllistry of Supply atd Ilott1e Trade (see LTbles I aind 2). 

Note. The sttbsicl, 1978 and 1979. 1losever. netoutlay inclhues i price aljtstnment itt 1977 ain similar outha s ill 
losses of the GASC are used These unlerestimtte the sulsitl\ outla. pirtlttlar, inI the earlN ears. 

10 Ahmed A. Gotteli. -Food Security Progri in Egypt." loed Security for Developing Countries. ell. Alberto Vald~s 
(Boulder. Colo.: Westview Press. 1981). pp. 143-157. 
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Table 4- Indexes of the volume of imports and the distribution of major food commodities by the Ministry of Supply, 1970-80 

Year 

1970 
1971 
1972 
1973 
1974 
197-3 
1976 
1977 
1978 
1979 
1980 

Sugar 

Distri. 
Imports bution 

71 
75 
77 
81 

44 81 
96 93 
100 1 0 
86 108 
140 119 
109 113 
218 137 

Cooking Oil 

Distri-
Imports bution 

70 77 
63 77 
67 80 
67 88 
80 99 
117 104 
I () 10 
121 112 
145 124 
156 131 
140 140 

Beans 

Distri-
Imports bution 

44 
31 18 
13 29 

43 
26 67 
133 107 
00 
31 44 
22 86 
40 74 
46 88 

Lentilk 

Distri-
Imports bution 

I1 33 
18 41 
10 40 
19 48 
19 33 
78 76 
10oo 00 
74 97 
73 124 
85 106 
90 97 

Wheat Relined Flour 

Distri- Distri-
Imports bution Impoits bution 

78 66 56 75 
71 66 89 86 
74 75 68 80 
90 82 72 80 
101 87 94 82 
114 62 110 95 
I) 10oo00 100 
120 IH] 120 119 
141 119 179 143 
120 120 172 159 
154 131 141 145 

Frozen 
Meat" 

13 
19 
13 
17 
10 
44 
100100. 
113 
127 
119 
160 

Frozen 

Chick-
en' 

108 
48 
40 
40 

100 
75 

219 
500 

Rice 
- Rc 

Exportl b 

283 
236 
216 
134 
75 
44 
1NO 
88 
68 
,7 
44 

Distri
bution 

34 
36 
5I 
64 
81 
79 
100 
97 
100 
101 
111 

Source. Eg pt.5.1nst ,s ol Suipplsand 1Home Trade. untublished dlaia. 
Note: Where n.a.appears, tile(dtdwere not a%,ailabhle.1976 = 100. 
Imports of this food equal the amount distribhuted. 
Rice is the onI',colitnioli'thatisexportel 



ciency in calories in these commodities is 
50 percent because wheat anti oil have a 
higher calorie value relative to their monetary 
value and both acco:irint for high shares of 
total imports. The concern for food security 
mainly stems from an interest in keepig thenational budget. as well as the consumer,

natinalbudet.as ell s te cnsuer,insulated from price shocks stemming fromgood or bad harests in Kansas or the 
Ukraine. 

Thraine.foscrtginvolved
Th e fo o d secu rity go a l aims to red u ce oreliminate imports of selected comnmodlities 

elimnat imortsof'selctedcomodiies
(for example, sugar and oil) and to improve
the agricultural halance of trade by using
comparative advantages to pay for necessary 
food imports. I I Although production is cru-
cial to any discussion of food security, 
subsidies mainly influence consumption 
patterns and, therefore, import requirements. 

Thc long-run goal is to have food prices 
reflect scarcity costs as much as possible 
within the context of other welfare goals 
and trade-offs. 

Food security policy also affects rural
urban linkages. The flow of imports fromranlkge.Tefoofiptsrm
the ports through the cities into the countryteprstruhtecte notecuty
side represents a restructuring of traditional 
trade patterns. lowever, various officials 

in planning and supply havep e s d a l i t r s n h ex
p)ressedl an v n u a r ainterest in having rural areas 
provide for their own needs. Such anl interestmust be weighed agairnt other policy goals. 

The subsidy system also has nutritional 
concerns, which may influence the choice 
of comnmoditie emphasized. For example, 
the stress on anmnal protein may partly 
reflect the viewpoint on nutrition. 

Ministry of Planning, Five-Year Plan. 1978.1982. vol. 5; and Egyptian Gazette. March 24, 1981. 
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4 
STRUCTURE OF THE FOOD SUBSIDY
 
AND DISTRIBUTION SYSTEM 

Wheat, in the form of either flour or 
bread, is tht only commodity that is, in 
principle, available to any consumer without 
restriction. No limits are set on the quantity 
or timing of purchases at the price fixed by 
the government, which is uniform through-
out the country for each type of bread sold. 
For ot.'er subsidized commodities there are 
different prices and quotas at those prices. 

Sugar, tea, cooking oil, and rice are 
provided at a low rationed price in fixed 
monthly quotas. Beains and lentils are rationed 
but the monthly delivery is less assured. 
Eligibility is nearly universal; 90 percent of 
the population is registered in the system. 
Only certain categories of landholders, fain-
ilies of emigrant workers, and stockholders 
in joint venture companies are restricted. 
For families of equal size within the same 
area, all holders of ration books receive the 
same rationed quantities regardless of in-
come. However, official monthly quotas do 
vary from one governorate to another and 
from rural to urban area -.tSee the Appendix, 
Table 18.) 

Additional quantizies of the commodities 
mentioned above are iwailable at higher 
prices. This is, in effect, a second tier of 
rationing. Quotas of these commodities are 
sold through cooperatives and government
retaii stores. Because this distribution is 
less restricted and less assured, these sales 
are referred to as sales at the "free" (hurr) 
market price. This is a misnomer as the free 
price generally is below that prevailing in 
the so- calledl"bhck market." In subsequent 
discussions, the terms regulated market and 
open market will be used and not the pejora-
tive term black market, 

The quantities of sugar, oil, and tea 
distributed as rations have been fairly con-
stant since 1975 (see the Appendix, Tat)le 
19). The peak year for each was 1978. On the 
other hand, quantities of sugar and oil dis-
tributed at regulated prices have .ncreased. 
In 1980 rationed sugar made up one third of 
the total quantity distibuted, and rationed 
oil madeup60 percent of thetotal, excluding 

quantities used in manufacturing and food 
processing. Approximately 70 percent of the 
rice distributed is sold at the lower ration 
price. 

There is only one subsidized price tier 
for frozen meat, poultry, and fish. Their 
distribution is restricted to outlets that have 
freezers. Fish is generally available on de
mand, but monthly purchases of meat and 
poultry are limited. 

Although the bulk of the food commodi
ties subsidized through the Ministry of 
Supply is marketed to consumers, some 
inputs of food processing are subsidized. 
One example is the flour used for bread, 
cakes, and pastas. The more refined flour 
used in cakes and pastas sells at a higher 
price than flour sold to bakers of popular 
breads or directly to consumers. Another 
subsidized good is the oil used in margarine 
and other processed foods. Certain groups 
of restaurants and peddlers receive some of 
their inputs through government channels 
at reduced prices. Yellow maize is imported 
by the Ministry of Supply for direct use as 
poultry feed and as an input of commercial 
feed concentrate and various other industrial 
processes. 

The main growth in quantities distributed 
through the subsidy system in recent years
has been either in these inputs or in regulated 
commodities (including meat) for which 
upper limits of purchases are regularly 
waived. Sales of goods at regulated prices 
appear to have been more effective in 
moderating price rises than in targeting and 
distributing consumption among the pop
ulation. This component, therefore, could 
continue to expand to meet the strains of 
rapid economic growth.

Prices for major commodities showed 
little movement during the period 1971-81 
(Table 5). Prices of meat and poultry, sugar,
and oil have risen somewhat, but only
chicken prices have kept pace with the rise 
in the consumer price index. 

Except for rice, most subsidized com
modities are imported through the GASC. 
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1981 

Table 5-Development of rationed prices, 1971-81 

Nov. Nov.Commodity 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 

(piasters/kilogram) 

Rationed sugar 10 10 10 10 10 10 10 10 10 10 10 
Regulated sugar 
Rationed oil 
Regulated oil 
Rationed rice 
Regulated rice 
Beans 

15 
n.a. 
n.a. 
5.5 

n.a. 
7 

15 
n.a. 

5 
n.a. 
7 

naa. 

15 
n.a. 

5 
n.a. 
7 

15 
n.a. 
n.a. 
5 

n.a. 
7 

16 
10 
30 

5 
15 
10 

25 
n.a. 
n.a. 
5 

n.a. 
10 

25 
n.a. 
n.a. 
5 

n.a. 
10 

25 
10 
30 

5 
15 
10 

25 
n.a. 
n.a. 
5 

n.a. 
10 

30 
n.a. 
n a. 
5 

n.a. 
10 

30 
10 
30 

5 
14' 
10 

Lentils 
Yellow maize 
Flour (refined)" 
Frozen beef 
Frozen chicken 

9 
3 
5.5 
... 

n.a. 

10 
3 
5.5 
... 

n.a 

10 
3 
7.5 
... 

n.a. 

10 
3 
7.5 

68 
n.a. 

10 
3 
7.2 

68 
n.a. 

10 
3 
7.2 

68 
r.d. 

10 
3 
7.2 

68 
n.a. 

10 
6 
7.2 

68 
68 

10 
6 
7.2 

68 
n.a. 

10 
6 

9/12' 
68 
n.a. 

II 
6 

6.5/12' 
68 
105 

Urban consumer price index 
All items 
Food 

113.6 
117.0 

116.3 
120.8 

122.4 
130.8 

135.7 
152.9 

148.9 
171.5 

171.2 
209.2 

191.1 
231.3 

122.6 
254.7 

233.5 
277.3 

278.9 
344.8 

311.5 
401.3

Rural consumer price index 
All items 117.9 117.6 131.2 149.6 167.9 195.9 220.7 238.4 265.8 325.8 373.7 
Food 120.2 119.1 138.3 162.2 185.4 221.0 253.1 275.2 305.2 380.4 438.9 

Sources: The consumer price indexes are from the Central Agency for Public Mobilization and Statistics (CAPMAS). The commodity prices are from unpublished informationprovided by the Egyptian Ministry of Supply and Home Trade. except for the prices of rationed oil. regulated oil. and frozen chicken. These prices are from Lance Taylor.
"Food Subsidies-Macro and Micro Issues.- Massachusetts Institute of Technology. Cambridge. Mass.. May 1976 (mimeographed); U.S. Department of Agriculture.
Subsidy Pricing and Ranonnmg ofBasic roods (Cairo: USDA.October 1978 and April 1981). The most recent report was verified independently and minor errors in itwere cor

are presented as they were
rected. Earlier pric:es reported.As the prices of beans and lentils were reported as 12 piasters each in both 1978 and 1981. the 1078 prices are 
suspect by association. Also see Karima Korayem."The Impact of the Elimination of Food Subsidy on
the Cost of Living of the Urban Population of Egypt." paper pre
sented to the International Labour Organisation. Income Distribution and International Employment Policies Branch. Employment and Development Department,
Geneva. May 1980. for a slightly different presentation of similar data. 

Note: Where n.a. appears the data %%erenot available. 

This is not directly comparable to the 15 piasters per kilogram price of previous years because the quality changed. 
The extraction rate is 72 percent. except for some cf the November 1981 figures (see footnote c). 

The prices in November 1980 for 72 percent flour were 9 piasters per kilogram loose and 12 packed. 
a The prices in Noven,ber 1981 were, for 82 percent flour, 6.5 piasters per kilogram loose and 8 packed: for 72 percent flour. 9 piasters per kilogram loose and 12 packed. 



Figure I presents asimplified scheme of the 
marketing and procurement channels for 
subsidized commodities, Acting as an agent
for the Ministry of Supply in the international 
market, thu GASC makes purchases through 
international tenders and bilateral, long-
term contracts. The responsibility of this 
company ends at the port. Deliveries to 
storage companies occur at subsidized prices.
Most of the national food subsidy bill is 
absorbed in the budget of the GASC. 

The Principal Bank for Development and 
Agricultural Credit (PBDAC) is the second 
largest purchaser of subsidized commodities, 
It receives rice quotas from producers, 
though weighing of deliveries may occur at 
milling conpanies. Lentils and beans are 
also delivered on quotas, whereas farmers 
car deliver wheat to the government at a 
price fixcd in advance.12 Such procurement 
is a minor part of the wheat handled by the 
Ministry of Supply- the equivalent of less 
than two weeks' imrjorts. The PBDAC also 
receives maize and beans from the GASC. 
The beans are delivered to the wholesale 
companies and the maize is distributed to 
consumers and industrial users, 

Two government companies are involved 
in wholesale packing and distribution of 
items to be rationed or sold at regulated
prices. The final outlets are private grocers 
and cooperative stores. 

Deman, that is not satisfied by quotas is 
channeled into the open market. This in-
cludes the resale of items purchased at 
either of the two tiers of ration prices and 
local trade of agricultural products. 

Principal Outlets for 
Supply Commodities 

Private Grocers 

The principal outlets for rationed com-
modities are private merchants who are 
licensed by the Ministry of Supply to receive 
rations from the wholesale companies and 
distribute them to consumers. The ration 
card (betaha ramween) is a passport-sized 
book with space for recording a decade's 
purchases. It is up to the card holder to 

report changes in family size to the local 
supply bureau. As periodic registration is 
not required, the household is more likely to 
record additions to the household than 
deaths or migrations. But if a recently mar
ried member seeks a book, his name must 
be removed from his family's book. 

Aholder of a ration book must register it 
with a .';cer of his choice who records 
monthly purchases of rationed commodities 
in it. The grocers are required to pick up the 
monthly volume of rations from the whole
saler at fixedldates and to hold the ration of 
a registered household for the month. 

Private grocers also sell nonsubsidized 
consumer items, which are their primary 
source of income. They may also sell corn
modities at the regulated price, though 
many in Cairo and Giza report that there is 
little profit in doing so. For example, the 
regulated price of sugar is 30 piasters per 
kilogram and the grocer must pay 28 piasters 
a kilogram and bear transportaticn costs 
and handling losses as well. Grocers often 
consider the rationed goods they sell as loss 
leaders that ensure the regular patronage of 
customers who generally make other pur
chases when procuring their rations. The 
private groceries- called tamween (supply) 
shops-may make extra profits by providing
unused rations to other consumers. However, 
this is risky as the grocers are policed by the 
Ministry of Supply. In addition, the infor
niation that the Ministry of Supply has on 
the volume of trade in supply commodities 
for each grocer reportedly serves as a basis 
for estimating tax obligations. Because of 
the policing, the taxation basis, and the low 
potential profits, grocers have little incentive 
to serve as tamween outlets. In a Cairo-Giza 
case study of food outlets conducted in April 
and May 1981, a few grocers reported that 
they had recently stopped supplying rationed 
commodities. 

In this case study grocers, butchers,
bakers, and peddlers were interviewed in 
four neighborhoods: Giza and Sayeda Zeinab 
(low income), North Maadi (middle income),
and Heliopolis (high income). Repeated 
visits were made over a four-week period to 
observe lines and availability of goods. 
Twenry outlets for rationed or regulated 
food (grocer;, or cooperatives), 16 outlets 

JFarmers who are members of cooperatives estahlished forrecipients of land in the 1962 land reform are still 
obligated to deliver a quota. The extent of this form of procurement couldi not he ascertained. 
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Figure 1-Marl-2ting channels for subsidized commodities 

World Market 
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for meat, 14 bakeries, and 9 peddlers were 
visited, No statistical properties are claimed 
for this case study. 

As one would expect, tamween shops in 
the urban governorates have a greater vol-
ume of business per shop (see the Appendix, 
Fable 20). This rural-urban pattern is also 
reflected within the governorates. For ex-
ample, the Sharkia governorate had an average 
o 278 cards per shop in March 1981 coin-
pared to the average of 383 for its capital 
city, Zagazig. 13 The number of tainween 
shops has increased 5 percent since 1979. In 
a few governorates the number has declined 
slightly, 

Government Stores and Cooperatives 
Most of the food sold at regulated prices

is distributed through a network of consumer 
cooperatives and government-owned shops. 
Due to their urban locations and trademarks, 
the stores of Al-Ahram and El-Nil are the 
most visible of tile three chains of govern-
ment food stores. Though popularly referred 
to as cooperatives (gamayya). these stores 
and those under the Alexandria Company 
for Consumer Goods are public-sector com-
panics that manage retail outlets. In addition, 
there are three types of true cooperatives 
vith centralized coordination: governorate, 

neighborhood, and workplace. 
AI-Ahram, for instance, receives a quota 

of commodities from the governorates in 
which it functions, mainly Cairo and Giza, 
but also the Canal governorates (Suez, Port-
Said, and Ismailia) and Kalyubia, Red Sea, 
and Aswan. These goods are distributed by 
company trucks to the outlets in quantities
based on the density of population and 
sales windows In principle, purchases of 
sugar, lentils, rice, and beans are recorded 
in the consumer's book wherems purchases 
of meat are recorded only in the cooperative's 
register. There are no statutory limits on the 
quantities of staple commodities per con-
sumer ii, Cairo. Meat and poultry are limited 
to I kilogram a month foi a family of one or 
two meml)ers, 2 kilograms for a household 
of three or four, and 3 kilograms for la.rger 
families, 

Supply manager, Sharkia, personal comlntuicdmi'n. 

The central management of AI-Ahram 
also limits purchases of regulated sugar to 2 
kilograms per visit, with the intention of 
curtailing resale to processors who should 
be obtaining sugar through private imports.
Store managers are not authorized to impose 
sales restrictions, but that regulation is 
frequently waicd. 

The stores sell consumer items other 
than subsidized goods, such as imported
cheeses, local and imported canned goods 
and juices, meat, chocolate, and fresh pro
duce. These are sold at a cost-plus-profit 
margin of about 10 percent, though rigidity 
in resetting prices may lead to losses (de facto 
subsidies) (luring periods of rising prices. 
Prices of items sold at a profit are generally
lower than those at private-sector stores 
because of economies of scale. Government 
regulations authorize a 6 percent margin for 
importers and 4 percent for wholesalers.14 
Because AI-Ahram cooperatives can bypass 
the wholesaler, they can pass on some of this 
margin to consumers. In 1981 Al-Ahram 
made a profit, of which 75 percent was re
turned tc the treasury. This is, ;'i effect, a 
payment on the use of government capital. 
Of the remaining 25 percent of net profits,
10 percent goes to employees in the form of 
cash, 10 percent goes for housing, and 5 
peicent is spent on social schemes. 

As with other forms of retailing, Al-
Abram seeks to expand sales, and individual 
managers are urged to exceed previous 
estimates of turnover. The company also 
seeks new low-rent outlets, including mobile 
units. It is not known how such policies 
affect sales of regulated subsidized com
modities. 

In most areas not covered by the three 
public-sector retail outlet chains, the main 
distribution channel is through cooperatives. 
Individuals obtain membership upon pay
ment of dues of LE I. Each member is entitled 
to one vote in the cooperative management 
and receives dividends according to his 
l)urchases. In practice, members are not 
usually acti e and there are seldom profits 
to distribute. The largest cooperatives are 
those established by the governorates. They 
have up to 10,000 members dispersed among 

14 Egypt. Ministry of Supply andI Home Trade, Decree # 119. 1978. 

23 

http:wholesalers.14


a number of outlets. In the past, membership 
in such a cooperative has been linked to the 
issuing of ration cards, and, thereibre, mem-
bership may exceed participation by a large 
percentage. 

In any neighborhood individuals may 
join togethet to form a cooperative. Although 
there were more than 1,500 such units in 
1979- and there are more today- a number 
of those registered are not active. To hold 
down the number of inactive cooperatives 
the government recently set a lower limit of 
500 members for registration. Both gover-
norate and neighborhood cooperatives serve 
as outlets for supply commodities at sub-
sidized prices and receive goods from Min-
istry of Supply warehouses. Little, if any, 
profit is made on these sales. The coopera-
tives also sell a range of canned and packaged 
products that are procured through a common 
wholesale unit, which is separate from the 
channels used by the public-sector retail 
units. The cooperative union even has a 
unit for importation of nonsubsidized coin-
modities that is distinct from the GASC. The 
wholesale union attempts to gain the benefits 
of economy of scale for its members. This is 
particularly important for the small neigh- 
borhood cooperatives. One necd not be a 
member to purchase consumer goods from 
these stores, 

Government employees and workers in 
factories may also belong to cooperatives at 
their workplaces. As of 1981, membership in 
such cooperatives was mandatory in places 
employing more than 200 workers. Members 
receive .3 ed membership card in addition to 
their green ration book (see the Appendix, 
Table 20). The principal benefit is that 
regulations permit members to receive one 
more kilogram of meat and of poultry than a 
family of the same size would receive in 
other types of cooperatives Butter oil at 
LE 1.45 per kilogram, which is scarce in the 
government stores, is supposedly available 
seasonally in these outlets. Commercial 
goods are also sold. Because of the incon-
venience of transporting purchases to their 
homes, howuver, many workers restrict pur-
chases from these cooperatives to subsidized 
goods or goods scarce outside the workplace. 

Many workers with a red card (1o not 
have this fact stamped in their ration nooks, 
which would alert the cooperative that they 
have alternative sources of meat and sub-

sidized commodities. There also is no effec
tive means of limiting purchases of meat by 
families in which more than one member is 
employed in a government office or large 
factory. Furthermore, the red card.- do not 
record family size. Therefore, dist,Ibution 
of meat and poultry by househr.ld size is tot 
enforceable. 

Most subsidized wheat flour is sold to 
bakeries, which are regulated by the Ministry 
of Supply. Bakers pay LE 5.00 for a 100- kilo
gram sack of coarse flour (82 percent extrac
tion) and either LE 6.95 or LE 7.07 for fine 
flou-w (72 percent extraction), depending on 
their final products.' 5 Bread weights, mois
ture content, and prices are fixed. Eleven 
types of bread are listed. The bakeries are 
generally privately run. A simple technology 
is used to make the bread; only the mixing of 
the dough is mechanized. A stone oven 
heated with kerosene is usually used for 
baking. Many of the bakeries specialize in 
producing just one of the three major types 
of bread, a moderately coarse loaf called 
balady or a whiter loaf called shamy. In 
addition to these flat ireads a longer loaf 
resembling French bread called fino orafrangi 
is available (Talie 6). Bakers are policed to 
ensure that their product is full weight and 
that they do not (livert flour designated for 
shamy or fino to pastries, the flour for which 
should sell at 12 piasters per kilogram. 
Similarly, bakers are watched to prevent the 
sifting of 82 percent-extraction flour into 
the higher-priced 72 percent-extracti-n flour. 
Profits from such sifting would incLide sale 
of the bran for animal feed. 

To gain a better picture of bread market
ing, a number of bakers in the Cairo-Giza 
area were interviewed as part of the market
ing case study described earlier. No bread 
was observed being sold at other than offi
cial prices. Indeed, few bakers received full 
price, as much of the bread was sold whole
sale to other stores or to restaurants at 
reduced prices of 0.90 0.95 piasters per 
loaf. Peddlers receive a wage ranging from 
LE 1.25 for a 12- hour day for a young boy to 
LE 3.00 for an adult. Other sales are made 
lirectly from the bakery. 

These 1ical breads do not keep well, 
which accounts for some reports that bread 

Trhese prices include insurance at0,295 piasters per hag. 
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Thble 6-Major governmcnt bread specifications, July 1980 

Flour Extraction Consumer 
Type of Breai Weight Rate 	 Price 

(grams) (percent) (LE) 
Special haladv 169 82.0 0.01 
Shamv' 122 72.0 0.01 
S11a1ll shams 50 72.0 0.005 
Fn 125 72.0 0.01 
Small finn 62 72.0 0.005 
I arge fino 375 72.0 	 0.03 

Source: 	Susan Grir Buchanan. "Egypt: Government Consumption Planning Schemes for Wheat and Other Primary 
Foods" (MS. thesis. Cornell University, 1981). 

is fed 	 to animals. Bakers sometimes have 
agreements with restaurants and other large 
custocners to buy back old bread. In some 
cases they' exchange new bread for old but, 
in general, repurchase is at half price. Old 
bread is sold to consumers, with 5.5 piasters 
a kilogram being the most commonly quoted 
price. 	 Old bread may be consumed by
humans or fed to poultry. Sales of this thrift 
bread, 	including damaged loaves, may make 
up as much as 10 percent of total sales in 
some 	shops. 

Daily production of bread varies from as 
little as 400 loaves of fino bread in bakeries 
that concentrate on these more expensive
specialty breads to 35,000 loaves of balady 
bread. The national average for bakeries is 
10,000 loaves of balady bread per (lay. None 
of the bakeries observed baked bothfino and 
balady breads. Bakeries with a daily volume 
of 20,000 loaves usually employ 22-28 
workers, 

It is oLviously difficult for a brief case 
study to ascertain to what degree, if at all, 
bakers obtain extra profits by circumventing 
the regulations. Afew bakers admitted that 
they sold excess flour at LE 6.50-8.00 for 
100-kilogram sacks of 82 percent-extraction 
flour and charged LE 12.00 for the same 
amount of fino flour. These sales were often 
to other bakers, primarily those who pro-
duce fateer (a type of pastry), who were un-
able to get enough flour through government 
channels. 

One baker claimed he produced 8,000 
loaves of balady bread daily with flour pur
chased from his colleagues at LE 7.00 a bag. 
Although he was not authorized by the 
government, he was able to make a profit 
even at the higher flour price. During the 
month of the survey he increased his pro
duction from 7,000 to 8.000 loaves a day 
whereas some smaller licensed bakers re
ported that their output was below capacity 
due to their difficulty in obtaining supplies. 

The case study obtained information on 
wages, but the data on productivity is too 
sparse to estimate potential profits at current 
costs. Producers complain about having to 
deal with rising wages and shortages of 
workers when prices and volume of sales are 
fixed. Nevertheless, the number of registered 
bakeries increased from 3,011 balady bakeries 
and 1,462 others in 1977 to 3,411 balady 
bakeries, 1,317 fino bakeries. andl491 shamy 
bakeries in 1981. In 1962 the corresponding
numbers were 2,000 balady and 986 other, Ib 

The government's policy is to increase 
the capacity for mechanized production of 
bread, due in part to rising labor costs. 17 In 
1981 there were24 mechanized balady lines 
compared to 15 a year earlier. In addition, 
there were 33 semiautomated bakeries for 
fino breads. Although the majority are in 
Cairo or Alexandria, mechanized bakeries 
are operating or under construction in various 
locations throughout Egypt. 

16Susan Grier Buchanan, "Egypt: Government Consumption Planning Schemes for Wheat and Other Primary Foods" 
(M.S. thesis, Cornell University, 1981). See also Egypt, Ministry of Supply and lome Trade, Decree #26. 1980. 
17Black and Vetch International, MasterPlan forthe Development of Egyptian Storage and Distribution System for Food 
Grains, paper prepared for the government of the Arab Republic of Egypt, September 1978, discusses such plans as 
well as those for storage and milling capacity. 
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Search Costs 

Consumers in Cairo are able to obtain 
bread from a number of outlets, including 
bakers, peddlers, restautants, and retail 
stores. Time spent in lines is more moderate 
than for other supply commodities, which 
are available in fixed quotas and distributed 
to outlets in predetermined amounts. The 
official policy is to make regulated coim-
modities available in Cairo upon demand. 
However, the opportunity costs of waiting in 
line and other search costs tend to moderate 
demand, thus relieving pressure on prices, 
In areas outside Cairo effective demand isreduedin ffical ontheprtby uotaredlucedl, in part, by official quotas on the 

purchase of regulated commodities. This is 
actually a ration at the higher price level. 

The case study of the Cairo- Giza market 
gives some insight into restrictions on pur-
chases at the regulated price. For example, 
(luring the survey period cooperative and 
private shops limited rice purchases to one 
bag (5 kilograms) per I One store thatji:.. 
had sold rice on demand ax one visit imposel 
a limit the following week. Despite such 
limits, rice was frequently unavailable. Al-
though rice was generally in stock in private 
shops and cooperatives in the wealthier 
neighborhood of Heliopolis, it was never in 
the market in Giza, a low-income neighbor-
hood, (luring the five-week interview period. 
However, the Giza visits were at midday and 
it is possible that supplies were delivered in 
the evenings and sold before noon the next 
(lay. 

Stores nad ample stocks of regulated 
cooking oil, except in Giza, where itwas 
occasionally unavailable. Stores in Ileliopolis 
imposed no restrictions. but elsewhere limits 
were usually either one bottle per visit (at 34 
piasters) or 750 grains sold unpackaged. At 
the one workplace cooperative visited the 
limit was two bottles per customer. Sugar 
was generally available with limits on pur-
chases ranging from750 grams to4 kilograms 
(Heliopolis). Limits on sugar varied accord-
ing to household size and were not uniform 
within neighborhoods. 

Although beans were sold in tamween 
shops, they were not available in cooperatives 
other than in Sayeda Zeinab. The neighbor-
hoods of Sayeda and Maadli had lentils 
available at the regulated price of35 piasters 
per kilogram, but in the other two neighbor-
hoods lentils were only marketed at the 
ration price, 

Fish was never limited. Given its low 
cost (32-90 piasters per kilogram depending 
on the variety), this may in licate a moderate 
local demand. Mutton was the frozen meat 
most widely available with purchases limited 
by regulation to 1-3 kilograms. Purchases, 
however, were not generally recorded in 
individual books. In one cooperative the 
limit dropped to I kilogiaam to any customer 
when supplies became scarce. 

Restrictions on the purchase of beef re
sembled those on mutton, but beef %%as 
available less frequently. Liver was generally 
available in cooperatives at LE 1.25 per kilo
grain (LE 1.40 in Sayeda) and limited only in 

Giza. Various ground meats were also sold 
o e a d 

Chicken, which was frequently linavail
able, ii!ustrates the irregularity, of supplies. 
When it was available, restrictions ranged 
from the official 1-3 kilograms per card in 
most places to 3-5 kilograms in Heliopolis. 
In Sayeda chickn was sold ir government 
stores and restricted only occasionally. It 
was not a rationed commodity but came 
from the Egyptian Company for Poultry at a 
higher price of LE 1.38 per kilogram. 

Whenever poultry was available, it was 
reported to be possible to return to the line 
and receive another ration. Furthermore, 
peddlers frequently sold poultry and frozen 
meat at prices about 10-IS piasters higher 
than the official prices. These peddlers, 
usuall', boys, had generally obtained this 
meat earlier f.om the cooperative. They 
provided a customer service by making it 
possible for customers to avoid long waits in 
lines, which can range from 20 minutes to 5 
hours. The lines were shorter when only 
mutton (not beef) was available. It must be 
assumed that the pedldlers paid a commission 
to either the shopkeepers or midlemen and 
received a return on their labor. The markup, 
which appears moderate, may reflect ease of 
entry into the market or the availability of 
substitutes: for example, fresh chicken or 
meat. Most commonly, one could expect to 
wait about 90 minutes, but one could pur
chase a number of items at one time. Further, 
if one needed only an item in plentiful 
supply, it could be bought when other items 
were not in stock and lines were shorter. For 
example, lines for oil were only 10-20 
minutes long when rice anl sugar were not 
in stock. 

Although resale of supply commodities 
was supposedly common, it lid not seem to 
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be as common for other commodities as for 
poultry. Resales of tea and sugar observed 
during the study were by individuals who 
sold their ration quotas at slightly above th 
regulated price. Tea was resold at 20 piasters 
a packet and sugar at 35-40 piasters a kilo-
grain. (The subsidized prices are given in 
Table 5.) The ,overnment tries to accom-
modate increased lemand luring festi'als 
such as Ramadan. Ho",ever, when increased 
demand for sugar in Sayeda Zeinab (luring a 
festival led to shortages in cooperatives, the 
resale price of sugar rose to 50 piasters and 
briefly to 60. 

R sale of supply commodities in bulk 
prov: ies a service for some consumers but
divert significant amounts of commodities 
from the cooperatives. Because most stores 
do not h ,:esurplus commodities, bulk sales 
may increase the periods of unavailability. 
This lenies the consumer the option of 
choosing between a long wait with a low 
price and the higher street price. On the 
other hand, a consumer who sells a portion 
of his ration may prefer to use the few extra 
piasters to buy a more highly valued coin-
molity. This is a classic equating of supply 
with demand within a ration environment. It 
is analogous to the enormous quantities of 
chocolate nonsmoking soldiers used to re-

ceive in exchange for their cigarette rations 

during World War II. Both reflect entre-

preneurial response to opportunities created 

by irregular or restricted trade, 


Diversion of supply or resale of rations 
does not reduce consumption. On tile other 
hand, unavailability reduces consumption 
unless consumers can (draw on supplies
previously purchased."' The existence of a 
market for commodities at prices higher 
than the regulated ones indicates that the
inconvenience of waiting in lines or lefer-
ring consumption can be considered a cost 
that affects consumer demand in a way
similar to higher prices. Such costs depend 
on the consumer's attitude toward waiting, 
as well as on such objective conditions as 
lost wage opportunities, the length of lines, 
and the probability of the nonavailability of 
goods. The effect of these costs on demand 
is greatest in areas where irregularity of 

supply is greatest. Though flour may occa
sionally be unavailable in markets, the sale 
of bread by a large number of small outlets 
meavs thcat bread is substituted for rice and 
ocher food items beyond the level indicated 
by relative market prices. Similarly, other 
nonrestricteJ goods will be substituted ac
cording to the cross-price effects of basic 
consumer preferences. 19 

One further channel for subsidized com
moclities is open to urban consumers. Prices 
for such prepared foods as beans and hoshari 
(a dish made of rice, macaroni, and lentils) 
are limited by regulations and can be kept 
low because the input prices are subsidized. 
Peddlers anti small restaurants can usually
obtain oil at 30 piasters per kilogram from 
tile government, as well as lentils at 35 
piasters, beans at 10-15 piasters, and rice at 
5 piasters per kilogram. These peddlers
become major purchasers of supply corn
modities on the open market because not all 
are registered anti because authorized quan
tities of inputs seem to be insufficient even 
for small merchants. For example, fateer 
merchants interviewed claimed that their
oil, sugar, and flour were from open market 
sources, the latter representing flour resifted 
from 82 percent-extraction flour. Open mar
ket prices were reporteci to be one third 
higher than the regt iated prices. Similarly, a 
number of hosharimerchants purchased rice 
and more than half 'he lentils they required 
at prices up to twice the official ones. 

Other Market Channels 

Other marketing channels will become 
more important if proposed changes are 
made in the distribution of ,ationed and 
subsidized commodities. In Egypt, as in 
many countries, middlemen frequently are 
blamed for rising prices, unlike many other 
countries, however, in Egypt wholesaling is 
not dominated by minority groups who aiea 
target for resentment arising from racial, 
religious, or national prejudices. In keeping 

o Under these circuinstances consumers would prombly increase the desired level of hotlsehold stocks and the 
tno nt purchased at ealch visit to the store. 

'9For a theoretical discussion of some aspects of consumptio with rationing. see J. 1. Neary and K. W.S. Roberts,
The rTeory' of Ifousehol Behavior Under Rationing." European Economic Review 13 (Jano ary 1980): 25-42., 
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with the view that middlemen take excessive Prices are increasing not only in rural 
profits-the validity of which this report 
cannot ascertain--the government has passed 
a number of laws that restrict and iegulate 
trade in general, and food tradein particular. 

Grain trade is largely in government 
hands. All rice exports are handled by the 
government and the flow of grains and 
pulses into urban areas is largely through 
the Ministry of Supply. Bulk transport of 
such staples by private traders is restricted 
by law. Consequently, trade in domesticall/ 
produced grain and beans occurs either 
through government channels or in small 
village markets. Appendix Table 21 presents 
farm prices of main crops in different gover-
norates. Although the averages maskseasonal 
patterns and local variation, they reveal a fair 
degree of price variation between governor-
ates. The reported farmgate prices exceeded 
the government quota or procurement prices. 
In 1980 these support prices were LE 75 per 
ton of paddy, LE73 per ton of wheat, LE250 
per ton of lentils, and LE 161 per ton of 
beans. The higher prices result from local 
demand by nonproducing households or from 
farmers whose retainedl prodluction is less 
than household requirements. These farm-
gate prices- used here as proxies for village 
consumer prices-sometimes exceed prices 
at which commodities can be purchased 
through government channels, 

The incentive for farmers to sell their 
wheat and buy subsidized flour is moderated 
by such factors as preference for locai var-
ieties, cuitural values that act against market 
purchases by a producer, risk aversion, and 
imperfect market channels. Similar influ-
ences likely affect trade in rice and pulses. 
Nevertheless, the potential for an increased 
flow of food items from cities to farms 
makes greater understanding of rural markets 
important. 

One consequence of the rural sector's 
reliance on markets different from those of 
the urban sector is that the rural sector has a 
higher rate of inflation for food than the 
cities. A continuation of this trend would 
probably moderate but notnecessarilycancel 
out the increase in rural wages and product 
prices of recent years. 20  

grain markets but also for a number of food 
items in cities and villages. The urban price 
index for meat rose from 371.0 in September 
1979 to 539.3 a year later, whereas the 'ruit 
index jumped from 364.3 to 483.9, leading 
ddt year's fac l price increases. To moderate 
such inflationary pressures each govererate 
is aliowed to set price ceilings for produce 
sold witbin its jurisdiction. This does not, of 
course, prevent higher back-room prices 
when demand increases during festivals or 
in off-seasons when supplies are short. 
Some price increases were observed follow
ing the announcement of wage increases in 
May 1981 but it is not possible to determine 
whether these resulted from inflationary 
pressures or profit taking. One attempt to 
reduce such price rises was the establish
mer of retail outlets under the Company for 
Food Security. These shops market privately 
traded goods, including poultry and produce, 
at low profit margin,. This resembles the 
high volume, low markup trade of nonsub
sidized goods by cooperatives. 

Profit margins are established by law 
and restrict the markup a merchant can 
legally add to his purchase price. If, however, 
a supplier manages to obtain an additional 
percentage point from a retail unit, the final 
sellerwill lose that part of his margin if price 
ceilings are enforced. 

Such restrictions have not clriven private 
grocers from operation, but may have in
fluenced their stock. Private grocers are 
exempt from recent government limits on 
shop hours and provide customer services 
not available at cooperatives. These stores 
frequently concentrate on imported goods, 
leaving domestically produced items to co
operatives. 

Trade in fresh meat is heavily regulated. 
It can be sold only on Thursday through 
Saturday. Price ceilings ranging from 230
250 piasters per kilogram, depending on the 
type of meat, are enforced by special gov
ernment investigators. Butchers surveyed in 
the greater Cairo area indicated that it was 
not difficult to exceed this limit by 10-20 
piasters. Sales of better quality meat could 
easily be conducted over the phone at 300

20For tvo different views on agricultural wages, see James Fitch and Sonia Aly, "Agricultural Wages in Egypt: Some 

Recent Fincings andl Implications for Future Data Needs," Institute of Agricultural Economic Research 
memoranrdum. Cairo, 1980; and Samir Radwan and Eddy Lee, "The Anatomy of Rural Poverty, Egypt 1977," World 
Employment Programme. International Labour Organisation. Geneva. 1980. Mimeographed.) 

28 



325 piasters a kilogram. In general, how-
ever, prices hovered around the limits. Pro-
ducers claim that costthe of producing
mutton exceeds the ceiling price. The meat 
was not available in Giza in butcher shops,eprcaethuhitcud a but30Flourthough it could be purchased at about 310piasters a kilogram on the street. Mutton 
was occasionally available in Cairo. At timesbutcheis limited the size of purchases. This 
type of rationing was also observed for
camel meat and processed foods, including
tomato paste. It is widely claimed that 
butchers add fat and inedible matter to meatsold at ceiling prices, but this was not
observed. 

Principal Commodities 

Subsidized 


Wheat 
Wheat is the largest commodity in the 

subsidy system in both volume and fiscal 
otlaly. Recognizing that quantity restric-

tions are politically unacceptable, govern-

ment policy allows unlimited purchases of

flour or bread at a fixed price. In effect, this 

policy requires the government to make
available an infintLel!v elastic supply of

wheat and flour. Under such circumstances 

growth 	of total denand for wheat products
would be expected to reflect rising incomes 

and the falling real price of wheat relative to 

other goods. 


Consumption of wheat products in flour

equivalents grew at an annual rate of 6 percent between 1972 and 1980 (Table 7 and

the Appendix, Table 22). Twenty percent of 

the urban population spent more than 10 
percent of their budgets on wheat or breadin 1975.21 Since domestic production has 
stagnated, growth in demand has resulted in
increased imports. All 72 percent-extraction
flour was imported. Three fourths of the
wheat consumed in 1_)80 was imported
compared with 55 percent in 1972. In Figure
2 annual percentage changes in wheat con-
sumption are used to illustrate the growth of 

Sources: 	 Calculated from un)ublished data from the 
Egyptian Ministry of Supply,and Home Trade
and the U.S. Wheat Association in Cairo (seeAppendix i, TaMes 2.1 and 25. The prices 
used are from Grant M.Scohie. Government 
Policy and Food Imports. The Case of Wheat in 
Egypt Research Report 29 (Washington, D.C.:International Food Policy Research Institute.
1981). 

Notes: 	 Flour equivalents are the edihle portion of 
wheat based o the milling rates of the year.
As tie milling rates of village ttills and th 
percetitage of domestic production consumed 
as cracked wheat or other unnlilled productswere not available, an average extraction ratetar domestic production of 90 percent was 
assumed. Where n.d. appears, tile figure was 
not available. 

domestic demand. In all years since 1971,
except 1974, growth in wheat consumption
exceeded population growth, which is as
s-med to be 2.5 percent. If an income elasticity of 0.3 is assume.i, growth of wheat 
consumption exceeded that predicted by 
per capita GDP growth in all years except
1974 and 1979.22 This was partly due to the
low cost of bread. Aprice elasticity of-0. 15 
explains quite well the annual fluctuations 
in demand. There is no compelling reason 
to assume that taste patterns were shifting. 

Table 7-Percentage change in con
sumption and prices of wheat, 
1970-80 

Fchange 
Year Equivalent 

11.000 nietri" toils) 
1970 3.645 
1971 3.823 
1972 3,97b

1973 4.170
1974 4.234 
1975 4,577 
1976 4,8178 
1977 5.289 
1978 5.763 
1979 5.955 

1980 6.329 

Real Pricesin 
Change to Consumers 

(percent) 

4,9 -2 
4.0 -3 
4.9 1.5 -10
8.1 -IS 
6.6 -6 
8.4 -9 
8.9 --26 
3.3 -9 
6.2 na. 

2 Central Agency for Public Mlobilization ,inI Statistics(CAPMAS FumilyBudget Survey by Sample in theArabRepublica Egypt, 1974/75 (Cairo: CAPMAS. 1978).12Shalahy presents a hewildering array of calculations of incone elasticities for wheat (Shalay., "Report on Wheat
Consu1ption"). Tile figure used here is consistent with estimates in Karima Korayei, "Tile Impart of theElimination of Food Subs idy on tile Cost of Living of the Urban Population iti Egypt." a patper presented to theInternation, Labour Organisation. Incotie Distribution and International Eploymnent Policies Branch. Geneva,May 1980; and \W. Tios, "A Basic Needs Strategy for Egypt," Amsterdan 1978. (Mimeographed.) 
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Figure 2-Annual percentage changes in wheat consumption, 1971-80 

Percentage 
Change 

10 

8 

6 Annual change in 
wheat consumption ,-

",Growth 

I I I I 
1970 1971 1972 1973 1974 

Source: T"labtL 7 il te\t. 

However, the availability of prepared bread 
may have shifted the final form of wheat 
consumption. 

The drop in per capita wheat consump-
tion in 1974, a year of marked increase in 
imports and rel)orted inventories, and the 
drop in the rate of growth in 1979 is puzzling, 
It is unlikely that demand leveled off, be-
cause it accelerated the following year. Data 
on physical infrastructure and breaks in 
supply channels, if available, might supply 
an explanation. 

The Ministry of Supply bases annual 
import requirements on the previous year's 
consumption adjusted by trend growth of 
the past five years. Imports are planned to 
fill the gap between consumption and pro-
duction; an approximate rule of thumb used 
in the GASC isa 5 percent growth of imports. 
The GASC is seeking to diversify sources of 
imports and to establish long- term contracts 
in lieu of tenders. For example, in addition 
to P.L. 480 loans from the United States- 
1.1 million tons in 1980- principal suppliers 
are France (flour and wheat) and Australia. 
Australia supplies grain under a five-year 

Growth of
 
, demand due to 

./ income growth 

. 

of demand 
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I I I I_ 
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minimum purchase guarantee with no pre
determined price. 

Storage is under the jurisdiction of the 
public General Silo Company and eight 
public milling companies. Each governorate 
attempts to have a 10-week supply of wheat 
and low-extraction flour, though balady 
flour is not stored for more than a week. 
Daily milling capacity for the public mills 
was 11,600 million tons in 1981: a 45 
percent increase over that of 1978.23 In 
addition, private-sector mills with a total 
daily capacity of' 1.643 million tons are 
licensed to mill and distribute flour on 
behalf of the Ministry of Supply. A number 
of private mills in villages process domestic 
production for local use, hiut these are out
side Ministry of Suppy channels (Figure 3). 

Approximately 60 percent of the wheat 
and flour imported is used for commercial 
bread making. Most of the remaining wheat 
is sold as flour through government channels. 
The Ill registered factories for pasta use 
about 25 percent of the flour (300,000 tons 
in 1981). The remainder is sold to individual 
consumers or used for other baked goods. 

23Shalaly, "Repoit on Wheat Consumltion." 
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Figure 3-Provision and distribution of wheat and wheat flour 
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Maize Data on subsidized maize are sometimes 
recorded as human consumption, but there 

Maize is second largest in volume of the is little evidence that yellow maize is used in
subsidiztd commodities. Imports of yellow this manner. Maize recorded as human con
maize reached 473,000 tons in 1979, a dIro) sumption generally refers to individual quotas
from the previous four years, hut jumped to procured by farmers from agricultural co
940,000 tons in 1980 and were projected to operatives. These accounted for 23 percent
be 1.2 million tons in 1981. The 1980 pur- of maize deliveries in the first quarter of 
chase price was about LE 160 (c.i.f., Alex- 1981. Like quotas for Supply conmnodities,
andria), which indicates a subsidy of more individual quotas vary according to locale,
than LE 100 per ton. Though imported by reportedly 10 kilograms a month in Upper
the GASC. maize is distributed through the Egypt and 5 kilograms in lower Egypt. 24 

PBDAC. Maize imports are mainly inputs Nineteen percent of the maize used in 
into food production, which accounts for the first quarter of 1981 went to private
the nature of their distribution, poultry bleeders and an equal percentage to 

Domestically produced maize is outside public-se tor poultry. The remainder was 
the jurisdiction of the Ministry of Supply. fed to ca! 2 destined for slaughter or went 

24 Principal 13ink for )evelopment and Agricultural Credit. personal communication, June 1981, 
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to br(eding farms. Most of the maize dis-
tributed by governorates goes to a few 
Lower Egyptian districts with large poultry
farms. Sharkia uses more than 36 percent of 
the total and Ismailia, 10 percent. 

Cormmercial cattle feed is about 17 per-
cent maize. The rest is cottonseed cake, 
wheat bran, rice bran, molasses, limestone, 
ancl salt. The mix differs for slaughter and 
dairy animals. COrrent regulations require 
only one head of insured cattle to qualify for 
a ration for fattening. The recipient gets a 
monthly quota of 140 kilograms of feed per 
head for cattle or 150 kilograms for buffalo.25  

After six months these animals are delivered 
to the government for slaughter. Dairy cattle 
quota3 vary in different parts of the country. 
Some depend on the delivery of milk: I kilo-
gram of feed to I kilogram of milk with a 
maximum of 5kilograms laily in the summer 
and half that in the winter. in other areas the 
quota may vary between 60 and 90 kilcgrams 
a month depending on the season. In one 
Sharkia cooperative the quota is reportedly 
only 20 kilograms. 

Yellow maize sells at 6 piasters a kilogram 
to cooperative members, less than half the 
open market price for white maize. Assuming 
that consumers strongly prefer white maize, 
the price difference has little direct effect 
on welfare. -owever, open market sales may 
be expected to lower maize prices. Roughly 
half of domestic production of maize goes 
to animal feed. 26 No yellow maize is pro-
duced locally. Imports would reduce the 
demand for domestic maize for this use, 
moderating upward pressures on prices, 
Imports might similarly affect sorghum. 
This potential effect would be (lue to the 
availability of imports and not to the degree 
of subsidy. 

The sul)sidy may have a minor effect on 
meat prices. One study of two villages 
indicates that maize and government feed 
rations together supply only 10- 15 percent 
of total cattle nutrients in the summer 
months when there is no berseem (Egyptian 

clover) and 0-2 percent in the winter.27 If 
these studies are typical, the effect of a 
maize subsidy on meat prices would be 
moderate. The effect would be even smaller 
if maize (or feed) is resold on the open 
market or if reduced cost is captured in 
increasel profits rather than in reduced 
prices. 

Maize makes up a higher percentage of 
the costs of poultry production than of moat 
output. Hence, the maize subsidy has greater 
potential as an indirect subsidy to consumers 
of poultry. Again, the distribution of benefits 
dlepends on marketing channels. 

Rice 
A little less than half the domestic rice 

production is marketed through Ministry of 
Supply channels, either domestically or 
abroad (see Figure 4 and the Appendix, 
Table 23). The remainder is retained for 
home consumption or local trade. Village 
rice consumption declinedl luring the 1970s 
while the quantity marketed domestically 
through the Ministry of Supply increased at 
an average rate of 8 percent a year after 
1972. Most of this increase came at the 
expense of exports, which are expected to 
disappear within the next year or two. Most 
of the increase in domestic marketings 
occurred in urban areas and Upper Egypt.
Some of the rice marketed by the Mnmistrv of 
Supply, however, is returned to the produc
ing village through ration quotas andi pur
chases at regulated prices. 

Total domestic rice consumption declined 
in per capita terms during the decade. As 
rice is not viewed as an inferior good, the 
explanation for this trend probably is to be 
found in patterns of open market (rural)
prices and in the quantity restrictions of 
Ministry of Supply listribution. The Ministry 
of Supp!v obtains paddy through the agricul
tural credit banks, which act as receiving 
agents for the delivery quotas imposed on 

-gypt. 

26 This is catculated hi, tiking cotsumption of maize and inaize floor reported in the 1974/75 household budget 
st,rvey (48 kilograms rural. 7 kilograms urban) and ignoring the downward trend over the last few years. This gives 
approTXinat-l, 1.5 million tons for human constlption out of a production of 3.2 million'tons. 
27 Winrock tnternatiotnal. "Potential for On-Farm Feed Production and Utilization h)ythe Egyptian Small Farm 
Sector," paper prepared for the Catholic Relief Service aid the U.S. Agency for Internationala evelopment, Cairo, 
June 1980. ( itneograplhe(.I 

E5 Ministry of Agriculture. )ecision # 487. October 1I. 1980. 
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Figure 4-Provision and distributiok: s rice 
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During harvest, when the Ministry of 
Supply is procuring rice, private trade and 
milling are prohibited. However, farmers 
frequently report making small sales during
this period of trade prohibition. 

Eight regional milling companies husk 
the rice and perform some of the marketing 
functions, although another company han-
dies bulk sales. An Export Committee deter-
mines exports by calculating production 
minus the quantity to be used domestically. 
Thus, rice exports may be viewed as a 
residual, rather than as a response to prices. 

Rice subsidies reflect an opportunity 

28 A feddan equals 1.038 acres. 
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price was equal to 13 piasters a kilogram. 
This is between the subsidy price and the 
regulated price, but far below the export 
price of about U.S. $425 a ton for Egyptian
rice in 1981. Leaving aside the issue of dis
incentives to farmers, the low price may be 
an obstacle to recognizing the costs to the 
economy of reducing potential export oppor
tunities. 

The small amount of rice that is imported 
is mostly used for processed specialty prod
ucts. Some has been imported on conces
sional terms in the past. 
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Beans and Lentils 

Both lentils and beans are procured domes-
tically by means of quotas. The lentil quota 
is fixed at 320 kilograms per feddan and 
beans vary by producing regions. Both are 
imported (see the Appendix, Table 24). Per 
capita consumption of both has declined in 
the last decade. Given falling real prices, 
this indicates either negative income elas-
ticities or that the ration system has checked 
growth of demand. The latter is more likely.29  

The rations are small with lentils discon-
tinuecl in the summer. The volume of trade 
at regulated prices differs by district as dto 
reported prices, which range from 15-35 
piasters per kilogram for beans and 35 50 
piasters for lentils. If, as is assumed, demand 
growth is limited by quotas, one would 
expect open market trade to exert upward 
pressure on prices. Procurement prices of-
fered to farmers for lentils in 1981 were 2.4 
times higher titan those in 1977, whereas 
bean prices rose 2.3 times. Nevertheless, 
the procurement prices lag behind prices 
farmers may receive elsewhert, reflecting a 
demandl at prices above regulated levels, 

Despite price increases, pioduction has 
been leclining (lue to waterlogging and 
salinity, and imports have increased. The 
fiscal outlay for imports is still moderate, 
but there is concern that import requirements 
may exert strong upward pressures on world 
prices. Egyptian imports of fava beans in 
1980 accounted for about half of the world 
trade, and lentils came from such nontradi- 
tional exporters as Nepal. 

Cooking Oil and Sugar 

Through quotas and various tiers of prices, 
the Ministry of Supply can moderate the 
growth in demand for oil, which has grown 
at an average annual rate of 6.5 percent 
since 1972. This average rate of growth, 
however, fails to indicate the erratic nature 
of the annual change in consumption during 
the decade, 

Total consumption declined in 1973 and 
1976, but grew in 1972, 1974, 1977, and 
1978 at more than I I percent per year. Such 
swings probably (to not reflect income 
changes or official prices in the coopera-
tives. More likely, they indicate erratic sup-

plies and the kinds of demand modifiers 
discussed earlier. Recognizing that the gov
ernment may be forced t- make changes in 
imports due to world market conditions, 
instruments are needed to translate changes 
of supplies into changes in consumer de
mand. The government can use prices, 
quotas, or waiting lines to equate supply 
and demand. Data are not currently available 
that would allow modeling of the use of 
these instruments. 

Cooking oil is both domestically produced 
and imported (see the Appendix, Table 25), 
though domestic production is distributed 
through the public sector. Ninety percent of 
domestic oil production is from cottonseed 
obtained through the cotton procurement 
monopoly. The remaining 10 percent is 
largely from soybeans. Imports are mostly 
of semirefined cottonseed oil or crude sun
flower oil, which are refined locally. Asmall 
amount of refined soybean oil is imported in 
drums. At present, imports of oil by the 
GASC are not on concessional terms. 

A portion of the oil is shipped in bulk to 
industrial users for food processing and 
manufacturing of margarine. Approximately 
40 percent of oil is used in industry and 
another 20 percent goes to restaurants and 
public shops. The remainder goes to con
sumers, either as rations or on the regulated 
market. In addition, vegetable oil, olive ,il, 
and maize oil are imported by private mer
chants, as well as cooperatives, an I sold at 
open market prices reflecting the world 
market. In 1981 maize oil sold at LEO.55 per 
kilogram in cooperatives and up to twice 
that price privately. 

aLike oil, sugar is both produced locally 
and imported. Production has remained 
stagnant; therefore, imports have increased 
rapidly to meet the 7.1 percent annual 
growth of consumption since 1972. As with 
oil, the pace of growth in consumption has 
been uneven, with declines in 1974 and 
again in 1979, followed by large increases in 
1980. These two years were periods when 
the world price climbed rapidly (the London 
price of sugar quadrupled in an 18 month 
period beginning in January 1979). Never
theless, domestic prices failed to reflect the 
world market price. A full explanation of 
how local consumption was made to conform 
with aggregate supply is lacking. 

29 Korayem estimated positive income elasticities for both foods for urban areas. The rural rounds of the 1974/75 
survey show no obvious patterns at first glance (Korayem, "Elimination of Food Subsidy"). 
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Domestic manufacturers are legally en-
titled to import sugar, but they stopped 
doing so after mid- 1979 due to rising world 
prices. They apparently have the option to 
purchase from the Ministry of Supply at 40 
piasters per kilogram, which in effect places 
a ceiling on an input price. This is a fairly 
unique form of subsidy and may account for 
some of the changes in consumption. 

Meat, Poultry, and Fish 

Frozen meat has become a major item iA 
the ration system in recent years. In 1978, a 
low point in the beef price cycle in interna-
tionaltrade, fro;zen beef was priced at$850a 
ton. In 1980/81 the w-rld price ranged 
between U.S. $1,500 and U.S. $2,300 depend-
ing on the cut of meat. Nevertheless, imports 
rose sharply from 5 000 tons in 1974 tc 
83,000 tons in 1980 and were projected to be 
120,000 tons in 1981. 

Growth in imports reflects an opinion 
widely held in Egypt that high levels of 
consumption of animal protein are impor-
tant for good health. In addition, meat 
prices are considered the most visible ba-
rometer of prices influencing public expec-
tations about inflation and wages. Dairy and 
meat products have a weight of 13 percent 
in the urban consumer price index. To 
protect the price ceilings on fresh meat the 
government has increased availability, mainly 
through the workplace cooperatives, and 
has increased imports of cattle through the 
Ministry of Agriculture, These imports for 
1981/82 were projected at 150,000 head. 30 

The government makes special efforts to in-
crease availability of meat (luring Ramadan 
and festivals, 

Tile Ministry of Supply handles only 
frozen meat, imported through the GASC. 
The meat is distributed 'y two companies 
in Alexandria to the cooperatives and whole-
sale companies. Most meat is imported 
through tenders, although the GASC has 
a long-term contract with Argentina for 

32,000 tons of beef annually. 
The rise in poultry imports has paralleled 

that of meat. imports rose from 5,600 tons in 
1978 to 38.400 in 1980 and were expected to 
be 85,000 tons in 1981. Although Brazilian 
chickens are more suited to local methods 
of preparation than American broilers, im
ports are by tenders and are determined by a 
price criterion. American chicken could be 
imported at U.S. $1,400 a ton and Brazilian 
chicken at U.S. $1,475 in 1981. Poultry 
imports go through the same mzrket channels 
as meat andi are sold to consumers at 105 
piasters per kilogram in the cooperatives. At 
the 1981 exchange rate forgovernment food 
purchases (LE=- U.S. $1.43), the official price 
was above the world market price. The 
subsidy on chicken mainly represents trans
portation and handling costs. Domestically
produced chicken sells at prices 30 percent 
higher. 

Impotters in the private sector may 
import meat and poultry, but few choose to 
do so. They arc permitted a total markup of 
30 percent ab.),e import costs, which are 
dlistributed among importers, wholesalers, 
and retailers. This margin may be insufficient 
to offset the risk of perishability. Moreover, 
it is calculated at the official exchange rate, 
whereas importers obtain most of their 
foreign exchange on the open market. 

Freezer capacity is still a major constraint 
to distribution of frozen meat, particularly 
outside Cairo and Alexandria. Many work
places do not have freezers and must sell 
the product on the day of delivery. A delivery 
made after 2 p.m. may thaw before distribu
tion. 

Fish is also imported by the GASC. 
Imports of 63,000 tons were planned for the 
second half of 1981. Prices start at U.S. $500 
a ton for horse mackerel and sardines. 
Those purchased are soldl at the subsidized 
price of 30 piasters a kilogram. In addition, 
the pt,.blic Egyptian Fish Company imports 
fish for sale in cooperatives at nonsubsidized 
prices. Local Aswan fish is also sold by 
cooperatives. 

o Not all of these cattle will be slaughtered for meat. Ministry of Agriculture officials state that up to half will be 
imported for breeding purposes. Egyptian Gazette, June 17. 1981. 
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5 
FOOD POLICY DECISIONMAKING
 

There are two main types of decision-
making within government: first, policy 
formation and the setting of priorities and, 
second, managerial decisions concerning 
routine government operations. Policy de-
cisions usually are made in response to 
changing needs or pressure f.om support 
groups. Managerial decisions, on the other 
hand, usually involve legally defined areas 
of responsibility and accountability, are at 
least partly governed by precedents, and 
have a defined calendar of action. 

Operation of Egypt's food subsidy system 
involves both types of decisionmaking. An-
nual planning generally follows precedents, 
and responsibilities have been established 
by past legislation. However, the subsidy 
system is an integral component of national 
economic policy and decisions concerning 
its management are of interest to many of 
the ministries and Parliament. Asimplified 
illustration of this process is presented here. 

Central Government
Responsibilities 

By law, the primary responsibility for 
management of food supplies falls to the 
Ministry of Supply. The ministry prepares an 
annual needs plan for approval by Parlia-
ment each July. it covers a 14-mon h period 
for main food commodities and is primarily 
based on extrapolations of consumption in 
the second half of the previous year. The 
Ministry of Supply utilizes information pro-
vided by each governorate, as illustrated in 
Figure 5. 

The needs plan is ccntral to the calculation 
of the import requirements, which are basi-
cally needs minus domestic production and, 
at least in the short run, are iot price 
sensitive. Whereas the Ministry of Supply 
disregards the relatively small amounts of 
wheat obtained by the floor price operations 
of the Agricultural Credit Bank, needs play a 
dominant role in determining the total quota 
for paddy and pulses. The Ministry of Agri-

culture is also consulted in determining 
total quotas and is largely responsible for 
distributing them among the governorates. 
The Ministries of Supply and Agriculture 
also interact in the allocation of area planted. 

Although these two ministries are largely 
responsible for calculating quantities, they 
play only advisory roles on prices. For 
example, the interministerial Committee on 
Agricultural Pricing includes representatives 
from the Ministries of Agriculture, Supply, 
Economy, and Industry. The members make 
recommendations based, for examnle, on 
the incentive effects of producer pric. ,s and 
rural earnings, the estimated fiscal ou:lay for 
procurement, and the effect on manufactured 
goods. Similar discussions occur in the 
Committee on Consumer Prices. The final 
decision on both consumer and producer 
prices remains with the full cabinet. Ratifi
cation by the legislature, the People's As
sembly, is no longer necessary. The partial 
separation of responsibility for prices and 
quantities makes price responsiveness dif
ficult in the short term, although the inclusion 
of the cabinet in all major decisionmaking
allows for long-term responsiveness.

The Ministry of Supply plans an annual 

budget based on import quantities and the 
prices on GASC contracts for the previous 
six months. The Ministry of Finance must 
then approve the subsidy allocation in total 
and the Ministry of Economy must authorize 
the foreign exchange component. There is 
only limited scope for revision of the subsidy 
request, which receives final approval when 
the rest of the budget is submitted to the 
assembly. If prices change during the year
requiring a change in the subsidy on an in
dividual item-or if assumptions on the 
demand for wheat or otter commodities 
need revision, the GASC as agent for the 
Ministry of Supply can make minor adjust
ments by reallocating the budget. The GASC 
can also accommodate short-term fluctua
tions in prices by minor adjustments of 
inventories. Major price adjustment requires 
increased financing by the Ministry of Econ
omy, usually by deficit financing without an 
additional parliamentary discussion. This 
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Figure 5-Flows of decision and consultation in constructing the needs plan 
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procedure allows new items to be added to 
the list of subsidized commodities for short-
term price stabilization, 

The Ministry of Supply has a large role 
in the determination of quotas and distribu-
tion but must coordinate distribution of 
maize with the Agricultural Credit Bank and 
the Ministry of Industry. The Ministry of 
Supply also works with the Ministry of 
Agriculture in setting prices on fruits and 
vegetables, one of the few price categories
that does not directly involve the cabinet, 
Coordination with the Ministry of Interior is 
necessary to control and distribute ration 
cards. Efigibility for these cards is determined 
by the cabinet and assembly, 

Trade decisions are largely undertaken 
by the GASC in coordination with the Min-
istry of Supply and, as foreign exchange is 
included, with the Ministry of Economy. 
Trade partners are largely selected on cost 
criteria, although some effort is made to 
diversify sources. Long-term contracts are 
negotiated by either the Ministry of Supply 
or the Ministry of Economy. Some trade is 

DiistrictCo 

by barter with Eastern Bloc countries. Rice 
exports are determined in a manner similar 
to calculation of import needs; arice export
ing committee, which includes representa
tives of the Ministrics of Supply and Econ
omy, determines destinations. Because ex
ports of rice are determined by the difference 
between production and domestic require
ments, they are not likely to be responsive to 
the world price. Exports of other foods,
largely vegetables and fruits, involve both 
the Ministry of Agriculture and the Ministry 
of Supply. The Ministry of Supply may
introduce export bans cr limits to cont-ol 
domestic prices of such foods. Again, exports 
are determined largely as a residual from 
production and domestic demand. 

Another category of decision- concerns 
the allocation and distribution of aggregate
food supplies. The Ministry of Supply deter
mines the quantities to be distributed to 
each governorate and the quotas for con
sumers. It also registers and polices the 
consumer outlets. 

The Deputy Prime Minister for Economic 
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and Financial Affairs, who oversees the 
Ministries of Economy. Finance, and Plan-
ning, holds tile principal responsibility for 
long-run economic policy planning. The 
Ministries of Supply, Interior, and, to a 
lesser degree, Agriculture and Popular Devel-
opment also influence food policy. There 
are separate interministerial committees for 
each major commodity. Agricultural policy 
is also affected by fhe Committee on Cotton, 
on which the Ministries of Industry and 
Economy play significant roles. 

In addition to the annual needs plan, the 
Ministry of Supply prepares a five-year plan 
for use in planning food security. 

Only some of the agencies within the 
Ministry of Supply are directly involved with 
subsidized food items. The ministry also 
handles nonfood items such as cloth, soap, 
and some other manufactured goods. The 
organizational structure of the Ministry of 
Supply is (liagrammed in Figure 6. 

The GASC, shown in the upper right-
hand of the diagram, is a semiautononous 
agency. It was empowered by a 1968 decree 
to import in behalf of the Ministry of Supply. 
Most of the annual subsidy costs are in-
cluded in this agency's operating budget 
because it delivers impc ted commodities at 
the domestic (subsidized) prices determined 
by the government. The companies that 
receive these items are shown in the lower 
right-hand corner of the diagram. The PBI)AC 
also receives subsidized comniodlities from 
the GASC and provides some food items to 
companies under the Ministry of Supply. 
This hank is affiliated with the Ministry of 
Agriculture though it is not directly under 
the minister's jurisdiction. The chairman of 
the board of the bank has the rank of deputy 
minister. 

The 42 companies under the technical 
security section of the Ministry of Supply 
are divided into four groups. The nutritional 
commodities group includes the public-
sector wholesale companies, the 3 public-
sector retail companies popularly referred 
to as cooperatives, and the 6 companies for 
storage and refrigeration. The mills and 
bakeries group includes the General Silo 
Company and 8 companies for milling. 3 1  

These companies, along with another in 
Cairo, operate bakeries and noodle factories. 
The husking group includes 8 milling coni-

panies for the storage and polishing of 
paddy rice and another for marketing, al
though other companies may sell directly to 
wholesale companies. These companies are 
regionally based and receive their supply of 
paddy according to decisions made by the 
central administration. They may receive 
paddy from neighboring governorates. The 
fourth group of companies, that ofconsumed 
commodities, is concerned with products 
such as clothing, shoes, paint, and other 
nonfood items. 

The two ration provinces sections are 
concerned with distribution of the goods 
handled by the companies in the technical 
section. The division of the provinces into 
two sections is somewhat artificial. One 
contains Cairo, Alexandria, Giza, and the 
three largest Delta governorates. The other 
administers the remaining governorates. 

Nearly 16,000 workers are employed in 
the distribution section of the ministry alone. 
When one considers that the physical han
(Iling and trade of the supply commodities is 
undertaken by the companies in the technical 
section, one gets an idea of the size of the 
administrative structure required to operate 
the subsidy system. 

Within the !ministry special committees 
discuss issues and make recommendations 
to the cabinet. One, for example, prepares 
recommendations on food prices for the 
central government. Another is comprised 
of officials from all ministerial agencies and 
the companies in the technical section. This 
committee, the Iigh Council, is shown in 
the upper left of the diagram. 

Regional Administration 

Distribution committees in each gover
norate hell) prepare the annual needs plan, 
which is submitted to the governorate coun
cil and then to the Ministry of Supply. In 
addition, these committees, which are part 
of the governorate administration and not 
directly under tile Ministry of Supply, are 
responsible for allocating quotas to the 
districts (marazes). They are authorized to 
set prices for vegetables, fruit, and prepared 
products such as fuol (cooked bears) and 
koshari. In the event of a temporary shortage 

31For further informailion, see Black and Vetch Interntio l a. MasterPlan. 
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Figure 6 - Organization of the Ministry of Supply and Home Trade 
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of basic food commodities, ti, y would be 
responsible for emergency allocations. 

Composition of such committees varies 
by governorate. Typically, membership
would include the director general of the 
Ministry of Supply and representatives from 
the consumer cooperatives in the gover-
norate, the Ministry of Interior, the police, 
and the local chamber ofcommerce. District 
officers from the marhazes may also be 
members. In some governorates membership 
includes representatives from the milling 
and rice processing companies located within 
it as well as from the wholesale company 
under the Ministry of Supply. In at least one 
governorate a public weaving and spinning 
company is represented, 

Similar committees in each marhaz have 
a limited authority to rule on the manner of 
distribution of supply commodities. Most 
significantly, a number of districts in both 
the Delta and Upper Egypt provide a monthly 
quota for flour distribution. This quota. 
which is not necessarily binding (it may 
provide a lower limit of guaranteed supply 
or an upper limit of purchases available 
from the government stores), depends on 
local rather than central decisionmaking. In 
198 1, in another example of local authority, 
some districts of the Qena governorate 
authorized rice rations of 2 kilograms a card 
in rural areas at the same time as the gov-
ernorate was authorizing a ration of 0.5 
kilogram per person. 

Final authority for the size of the total 
quota for any governorate remains in Cairo. 
Almost universally, officials report that needs 
are calculated on straight extrapolations of 
past usage based on population growth. 
Such a mechanical rule of thumb requires 
little assessment of changing economic 
conditions. It does not permit accurate 
estimates of wheat demand and it perpetuates 
differences among and within governorates. 
Such differences usually can be attributed 
to authorized quotas for rationed and regu-
lated commodities. However, this explanation 
fails to take into account the governorates' 
role. It may be that some of the differences 
between governorates and mar/lazes can be 
attributed to the varying political strengths 
of members of distribution committees and 
local party organizations. 

Basing per capita distribution of supply 
commodities on population growth does 
not give any insight into how the system 
develops. Between 1978 and 1980, for ex-

ample, nationwide total rationed sugar de
clined 5.5 percent despite an increase in the 
number of registered individuals (see the 
Appendix, Table 26). Nevertheless, ration 
quantities increased in the Behera, Aswan, 
and Canal legion governorates. A similai 
decline occurred in rationed oil, yet Munufia 
and Sahag show small increases, whereas 
Behera and Ismailia (1o not. Although reg
ulated sugar increased 30 percent nationwide, 
it declined in Giza and increased at widely 
divergent rate- ir other gcvcrnorz:es Rcg 
ulated cooking oil use nearly doubled nation
wide, tripled in Fayum and Suhag, and 
increased 16-fold in Asyut. These figures 
imply a fair amount of redistribution of the 
national total. They reflect give and take 
between governorates and a moderate re
distribution to those nonurban governorates 
that had the greatest rates of increase. 
Unfortunately, the pattern (toes not indicate 
how some governorates obtain increases. 
However, because some of the distribution 
involves allocations from a shrinking source, 
it is likely that the reallocation was not 
without friction. 

During the 1978-80 period wheat con
sumption increased 22 percent in Upper 
Egypt compared to 10 percent nationwide. 
Wheat consumption does not always reflect 
individual or family quotas but depends, in 
part, on the number of mills, shops, and 
ba' eries. However, it is likely that the in
creased consumption in Upper Egypt reflects 
i.iore than passive administrative response 
to population and income growth. It may, 
perhaps, indicate an element of regional 
planning. 

Frozen meat and poultry were not avail
:Able in Asyut until October 1980 and were 
available only in nominal amounts in Menia 
before the second half of that year. It is the 
central government that adopts a policy 
such as stabilizing meat prices, but whether 
the governorates take advantage of it de
pends on storage capacity and the ability of 
the distribution committee to press for 
allotments. 

Although the distribution committees 
play an important role in planning needs 
and in allocation of supplies, the actual 
administration of the system is under the 
governorate offices of the Ministry of Supply. 
Staffs va-' considerably, ranging from about 
400 persons in Qena and Ismailia to 1,050 
persons in Sharkia. Using the organizational 
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structure of Sharkia as an example, most of 
the personnel are located in the governorate
capital. Four offices cover three or four 
marhazes each. In addition, there is an 
office in each inarkaz. Asimilar pattern was 
observed in the Cairo urban governorate,
which was divided into seven sections and 
29 buieaus. These offices have a purely 
administrative function, including register-
ing cards, monitoring shops and bakeries, 
and reporting on stocks of principal com-
modities. 

Monitoring stocks is a major function of 
the local offices of the ministry. Inventories 
are reportedl laily to the governorate and 
weekly to the center. In the event of a 
temporary shortage, a local director general
will personally deal with the Cairo office or 
directly with the GASC. In such a situation 
the Delta governorates have a slight advantage 
because they are located near Cairo and the 
storage depots in Alexandria. Although ap-
proval from Cairo is required, supplies may 

be shipped directly from the port to a gov
ernorate. 

Shortages in governorates are infrequent.
Although in recent years stocks of sugarand 
72 percent-extraction flour have been drawn 
down due to import bottlenecks, government
policy is designed to provide sufficient stor
age to prevent most disruption of distribu
tion. The GASC has a policy of keeping at 
least 10 weeks' supply of wheat and 8 
weeks' supply of'72 percent-extraction flour 
on hand. Most governorates (except those 
close to Alexandria) also follow this policy.
Storage in governorates, however, may be in 
open air depots liable to wastage. 

Whereas actual ration quotas are care
fully monitored, the cooperatives have some 
scope for admnistrative decisions in the 
distribution to final consumers. For example,
in Cairo the governorate distribution com
mittee determines the monthly quotas to the 
AI-Ahram and El-Nil companies, which have 
the authority to determine distribution among 
the shops. 
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6 
EFFECTS OF THE FOOD SUBSIDY
 
AND RATIONING SYSTEM 

Distributional Implications 

At the simplest level tile welfare imlplica-
tions of a subsidy system can be presented 
as implicit income transfers from public 
revenues to individuals or groups of indi-
viduals. As a first approximation, one may 
assume such revenues to be exogenous, but 
a more detailed analysis would recognize 
that the level of subsidies may influence tile 
form and level of taxation, and this would 
affect welfare. With more information on 
the consumer's budget preferences, specif-
ically own- and cross- price paramneters, one 
could estimate welfare effects of consumer 
surplus. Alternatively, if specific consunmp-
tion patterns ire targeted (I)r examrple, if 
attaining minimum calorie ii;:akes is de-
sired), the system can be assessed for such 
goals. Each approach requires some knowl-
edge of the percentage of total subsidies 
going to each consumer group. One needs to 
know how much of a given commodity is 
purchased at ration prices, how much at 
regulated prices, and how much at open 
market prices. To analyze direct subsidies, 
these prices could then be compro ed with 
government purchase prices: to analyze 
implicit subsidies one needs to estimate the 
border prices and cost of the internal trans-
port of traded goods iswell. 

Without this information, existing studies 
of the effects of the rationing system have 
been forced to make simplifying dssuml)-
*ions about the physical distribution of 
supply commodities. 

Access to subsidized and rationed com-
modities varies by location and degree of 
urbanization, reflecting either the rations 
authorized per individual or the location of 
outlets, including bakeries. Within an area, 
outlets may be located so as to favor certain 
neighborhoods, and deliveries to some out-
lets may be more frequent than to others, 
Long lines and low iprobability of supply 
favor households with a low opportunity 
cost of time. This does not nece, sarily mean 

low-income families. Higher-income fam
ilies may be able to send servants to market. 
Also, a low-income family may not have 
sufficient cash to take advantage of gluts in 
normally scarce commodities. Where polic
ing is weak, shopkeepers may give prefer
ence to influential persons or to those 
willing to pay bahsheesh (gratuities). Even 
for unratione(l goods, benefits vary accord
ing to the income elasticity of the product. 
If measured as implicit income transfers, for 
example, total benefits tend to be propor
tional to quantities purchased. Finally, those 
in certain occupations gain special access 
to supplies. And, where quotas are set for 
households rather than individuals, there is 
a bias in favor of smaller families. 

Two examples illustrate these last two 
potential biases. In tile Cairo governorate 
meat and chicken allotments obtained from 
workplace cooperatives are officially I kilo
gram higher regardless of family size. How
ever, laxity in enforcing controls reduces 
this bias. Quotas at workplace cooperatives 
in other governorates are also higher. In the 
city of Asyut al additional kilogram of rice 
per family is available at regulated prices, 
but tile number of beneficiaries is small. 

Some regional disparities have already 
been meptioned. The Canal area derives 
special benefits from the rationing system. 
Rations are larger in Cairo and Alexandria 
than elsewhere. Up to I kilogram of sugar 
per person is available in Aswan, but the 
quota is 0.750 grains per person for the rest 
of the country. Urban dwellers receive more 
rice and oil than rural residents. 

Frequently, regional differences in quotas 
are explained by consumption habits in a 
particular area: for example, the use of oil to 
cook fish in coastal regions. Because the 
government recognizes that rationing and 
subsidies can influence consumption pat
terns, it tries to apply these instruments in 
ways that are congruent with past consump
tion patterns in a region. Such a policy helps 
to decrease the political risks inherent in 
any reallocation of goods. 
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That regional differences in quotas can be greater if the Qena consumers could not 
cause sizable differences in benefits is purchase enough oil or rice at the regulated
shown by the following example. Suppose a price to bring consumption up to the Cairo 
rural resident of Qena supplements rations ration quota and had to buy on the open
with purchases on the regulated market so market. Given reported limits on regulated
that his consumption equals the ration of a market sales ofoil in rural governorates, this 
cousin in a city in Qena. Based only on the may be the situation. 
difference between regulated and rationed Table 8 (and Appendix Table 27) show 
prices for rice and oil, the annual income the distribution of major commodities, in
transfer to the rural cousin will be LE 1.02 cluding some that are subsidized but not 
smaller than that t') the urban cousin. The rationed. Variation in the national average
urban Qena resident receives LE 0.36 less in tile amount of rationed sugar available by
than a resident of Cairo, whose consumption governorates is relatively small. As mentioned 
pattern is similar. The total annual expendi- earlier, however, Aswan receives a larger
ture on the rationed quotas of rice and oil allotment, which accounts for the larger
for a Cairo resident is LE 1.14. No differences average amount distributed. No explanation
ir, rationed levels of tea or sugar exist in for the low consumption in Kalyubia or
these governorates. The potential bias would Sharkia is apparent. Distribution of regulated 

Table 8-Distribution of major supply commodities to registered consumer: by 
governorate, 1980 

Floolr 
Regu- Regu- Ra- Milled 

Rationed lated Rationed lated tioned t)omesti- Imported
"Governorate Lentils suga/ Sugar Oil Oil Rice cdlly Floor' 

(ki lhcgra (s/(: )i 1a) 
Cairo 2.4 (.2 30.6 5 2 1.5 20.4 35.4 ,144 .1Alexandria 2.0 9.4 35. 6 1 1.7 811.5 162.7 73.7
 
V'(Ir-Sad c 1 7 9.1 
 177 7.1 4.3 39.3 47.5 60.5 
Iscnilid 2.3 88 211.4 52 4.7 24.4 118.9 5 .1

Suez 33 288f
90 69 3.1 25.5 104,8 50, I 
I)a' iel(a 1.5 9 3 173 5.0 56 1113 6.11 36.9
 
Kalyuhia 0.11 7.0 lOS 2.9 1.4 
 ft.7 133.5 12.8 
M1,hl1 ic 1.1 8.7 14.A 2.1 ].11 .2 7211 20.9 
G Irrhii 0.8 8f51 173 24 1.5 6.2 67.2 25.11
Ka[r-HI- Sheikh 0.5 11.6 11.2 3.3 1,6 6.0 50.1 25.9 
lchera 0.5 119 9 ff 2.6 ).0 4.6 6114 20.5 
Sharkia 0.7 76 7.9 1.9 0.9 4(0 61.2 19.5 
I)akallia 0.6 9.11 II 4 3.1 16 7.11 330 211.8
(ii/a 0.7 11.9 18.11 3.6 1.6 15.4 144, 1 35.4" 
Fatccl 1.1 9.3 16.3 2 2 1.1 7.2 138.9 7.6 
Beni-Suei 1.1 9.2 15.7 23 1.2 114 104.4 156 
Me i'hl 1.2 9.5 144 23 1.3 .1 103.0 16.7 
Asyut 1.4 I1.4 14.7 2 1 1.0 7.2 141.6 45 
Su allg 1.) 9.4 15.7 2 3 06 6.1 193.0 3.2 
Qvlai 1.1 9.1 21.1 22 1 2 7.3 237.4 21.2 
Aswan 1.2 14Z: 223 5.5 1.6 12.0 237.2 6.6 
Red Sea 2. I ()0 34.4 66 2.9 281.81 190.1
New Valle' 3.9 9. I (1O.I 2.4 0.6 12.4 (0.I 7.'2 
Matruh 7.2 11.7 270 5.1 4.2 44.0 240.4 26.5 
Sinai 17.9 10.6 23.4 6.4 2.4 23.5 
W"ighte(I average 1.2 ,.7 1113 3.4 1.5 I1.2 114.9 26.11 

Source: Fgylcc. Ministr ol Supply an i licme ]rade, unpullt ;isl,( dlal. 

niTis iIChci s Ioor ii vire( to bakeries. 

Cairo an( (iza are inchcleI together. 
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sugar reflects the relatively privileged position 
of urban governorates and the Suez Canal 
region where there are few limits on purchases 
at the regulated price, 

A similar pattern can be observed for 
rationed oil, although Damietta, a fishing 
region, has higher than average per capita 
distribution. Quotas on regulated oil are 
usually 100-150 grams per person per month, 
and the national distribution average of 1.5 
kilograms a year is in accord with these 
quotas. Similarly, given the higher quotas in 
the Canal region, it is not surprising that 
people in this region consume far more than 
the nationai average. Even though regulated 
oil is reported to be available without limit 
in Cairo and Alexandria, per capita con-
sumption is low- less than two tablespoons 
aday in Cairo and only alittle higher in Alex
andria. This may be less than the oil de
manded at a marginal price of 30 piasters per
kilogram and may indicate other restraints 
on demand. 

Because the included lata lists only ra-
tioned rice cistributea through the Ministry 
of Supply, one would expect the distribution 
to be lower in the rice-growing regions than 
in the cities or Upper Egypt. This is consistent 
with the low quotas reported for Sharkia and 
Behera but not with the principle of having
distribution reflect consumption habits. The 
policy for rice appears to allow for selective 
open market trade. Government intervention 
is used less as a welfare or income transfer 
(where it would be equally effective in 
helping the landless in rice-growing areas) 
and more as a means to control prices in 
nonproducing areas. This, however, does 
not explain the high distribution in Damietta. 

No clear patterns emerge for wheat. 
Indeed, the great variability leads one to 
suspect that the data are unreliable, although 
cross-checking with governorate officials 
and data from other years yields no apparent 
discrepancies. Furthermore, given the regular 
flows of wheat to consumers, one would 
expect data from the Ministry of Supply to 
be fairly consistent. 32 Thus it is difficult toexplain why Qena should consume 237 kilo-eaif wh t pTrade 
grams of wheat per capita and Asyut only 
142, or why Kalyubia uses 134 kilograms 
compared to 64 for Damietta. 

The most apparent explanation would 

be retained household prodi ction (Table 9). 
Per capita cereal consumption varies less 
than Ministry of Supply di.,tribution. This 
reflects astrong negative corre.ation (r= -0.7 1) 
between local production (net rice procure
ment) and governmental distribution. This 
indicates that Ministry of Supply distribution 
tends to equalize grain consumption. 

Because most of the grain distributed by 
the Ministry of Supply is wheat or wheat 
flour, the correlation helps to explain the 
distribution of wheat, but it still leaves a few 
unanswered questions. A more complete 
analysis is needed to explain why grain 
availability is higher in Upper Egypt and 
Kafr- El- Sheikh than in neighboring regions. 

A cross-sectional regression analysis 
based on 1980 data is undertaken to evaluate 

Table 9- Per capita availability ofcereals 

by selected governorate, 1980 

Net From 

Governorate 
Pro. 

duction 
Ministry 
of Supplv' Total 

(kilogrdirns/'capit) 
:\Iuu1drit 4,9 295.3 3002 
Bvhera 1499 I 1.2 261.1 
(hilarbil 109 3 11041 228.1 
Kafr-EI-Shikh 249.I 99.2 3411.3 
ik'la
I),hhieu.m 
ShIrktl 

1555
94.4 

173.2 
115.5

1451 
101.0 

241.0
240.2 
274.2 

Imnuul, 48.11 196.4 245.2 
suo/ 10.4 214.9 225.3 
,\Iunulca 102.6 121.4 224.0 
KII\ ibl
(iro 

5060.4 179.0232 0 
229.6233.2 

Gia 31.7 229.3 261.01 
Ileui-Suel 110.7 149.4 260.1 
l, 1u1 
Menli'l 
,s~ut 

117.1 
111.4
1262 

142.2 
149.7
174.6 

259.3 
261.1
300)1 

Shliag 134.0 231.1 3651 
Qeia 115.5 3W(O 3935 
Assui 407 292.1 332.11 

sources: Calculated from unpublished ilataprovided
by ,e EgyItian Ministry of Supply and lome(see Tible 9 and the Appendix. "able 30); 
.andcentral Agency forPublic Mobilization 
and Statistics. 

These figures are the total of wheat equivalents and 
rationel rice. 

32This source of data gives the number of sacks of flour distributed within the governorates and, therefore, isnet of 
interregional transport. 
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determinants of distribution of procured variance remains unexplained, which could
and imported cere3ls to the governorates. be due partly to stock changes, some con-
The variables included are: CERD. cereals clusions can be drawn.
distributed by the government per capita in The major determinant of regional dis
a governorate; CERP, per capita cereal pro- tribution is the availability of cereals from
duction less procurement; UPOP, degree of local production, But some per capita pro
urbanization in a governorate; WAGE, dis- duction differences still seem not to be
trihttinn of wages: and GOVE, share of completely leveled out. According to the 
government employees. The policy variable estimated parameters, n1additional kilogram
(CERD) is assumed to depend on the CERP of per capita cereal .roduction may decrease 
dll the UPOP. The model tests whether dlistribution by 0.56 kilograms. 
more cereal is available in richer than in The degree of urbanization of a gover
poorer 	 regions and whether government norate (UPOP) does not imply a significant
employees receive special benefits, increase in total cereals distributed by the 

Thus, Ministry of Supply. Although the variable 
(toes little to explain dtifferences in regional 

CERD f(CERP, UPOP, WAGE, GOVE). distribution of wheat and total cereals, italways shows the expectedl positive sign. 33 

However, there is a significant targeting ofRegression results are given in Table 10. government rice distribution to urban areas.
They include separate estimates for wheat, A 10 percent increase in urbanization
rice, and total cereals. Although much of the would mean 3.2 kilograms more rice per 

Table 10-Determinants of regional cereal distribution by the national government 
1980 

Dependent Absolute
 
Variable Independent Variable, Parameter Estimates 
 Value RI F-value 

fll) 055571011t t 0).3695 (I)0P - o.0727 V'A(;li - 776' (OVI.: 93.30 0.570 5.1 
J 1.701 (043) (-0,24) (1 35)

WIIAI) -0 6084' WRIS 4 0.1715 UI')01 00036 WAGE 4 1615 (OV- 112.9 0.520 4.2 
- 1I8)) (021) (.l 12) (120)


RI(K) -m)0314' IWAIS ' 02216' UIm) 00652' V..AGI. .2119' GtV'I 11.7 
 0.854 22.0 
-2 9)1) (641) 315) (3,92) 

Sources: 	 Cd1ciul,olted I roin u )bhlishedl ,l l )ro idedIl tlhe I g\ pian Mi istr' of Stipl % andI llomme Iride. Miinistrv 
ol Agriculture. ,an(I Cent ral Agent'\ for 'ulblic \lohililon dlliedShtIislics. 

Notes: 	 T-vilhes Ire Im i)mrti le'se, 1M uiimlmer of ml)ser,it ons is 2o

TOll) l-)tdI iereals distribumted t1) gu>\ern raes per (,il,i n 1980, 
 mikilugratns of %heat equivalent.
1 1-) %% anidnDe mmistrbliluedmI l leer i togmi meirm!tes per t lo)lt.i1 1980, muki),grllsol e'I e'qtivalel

RIC - rit' distrilbutel to go er irotes per ( apith in 1980. kiligr'mlis.mlm 
ml pmden in,11cmz-suin)miill i p r (,l)ih 11119110,p)ro u(lction of \hse t.rOTP , al jmiumlii m1il-,l lor fii 

rlCe. inal/e. Ili( s rghim, Iss ri'e Jlir()(m l ie ,).lIet'l imhi feedit ul ini sOlu i llnIr(elu mmalt' 
(eslinihll(il a(or(limg toi houlsehold smir I',\

W irMS liodM i1Mldt. it', Inihume, id) s(mrghlullamacim1hle for humln mn( llimmu('mlv ulluled as)rm U 0 mlmisium 
10 l) plus rice distributio)n kilhpm.amm .I)nma in 9))n s per

RWMS podIrim %I em r ilice,l/e. ,I I lilhl Ilf hli1u.1un(Ous Iinll)[Ion fell) lcula led lislioiiiii hima, i sorlhlli i av,m 

lll') lis Ms .liIdistrilution, ili kilugrmns per capita mi191)10.


UIIPO' llrl, I)mo ulrllOl is mi'r'ent of (Ih' loil ili the gumo'rmoratms ili 1976.
 
WAGI i% usmgm' ilil' govmrnoritm ill )iast'rs ml 1976
,serige per %\mrkvr o 
GOV]- uI-'inlu e', s il go erlnell illi,'rpris's as i mer(mil i of 11m1'lmi)l go\'ernoirte in 1976. 

This rejects the 0-hvlw)ohesis at the 90 percent level accorling to the t-distribnution. 
b This rejects the O-hypotiesis at the 95 percent leve l accorling to the t-mistribution.
 

This rejects the 0-hy'imothiesis at the 99 percent level accorling to thei-distriution.
 

31 There is a fairly high intercorrelation Ietwseen thw urbanization varia)le (UP0)) and the variable representing 
regional cereal production (IOTI'): r - 0.8. Nevertheless, the paraxmeters are no. too distorted. 
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capita, an amount that is about 10 percent 
of average consumption. Income differences 
seem to be taken care of n a sociall/ equi-
table way: the lower the regional wages, the 
higher the quantity of cereals, particularly 
rice, distributed to the region. The parameter 
estimates of tle variable GOVE indicate that 
the government does use the cereal dist-i-
bution system to help support its employees, 
but many government employees fall in the 
lower income groups anyway. Comparison 
of actual and estimated aggregate cereal 
distribution shows that the model overesti-
mates distribution to some regions in Lower 
Egypt and underestimates distribution to 
generally poorer Upper Egypt, whereas the 
urban areas of Cairo and Giza are fairly well 
covered. Political priorities as well as regional 
differences in taste might be major reasons 
for the unexl)lained deviation from the 
distribution pattern predicted by the model, 

In general, this regression indicates some 
regional targeting of food distribution. But 
allocation of grain to urban areas by the 
government system is not highly dispropor-
tionate. Lack of data precludes a similar 
analysis for other periods. Therefore, gov-
ernment food distribution during periods 
when supplies were scarce, such as 1968-73 
when the per capita cereal supply declined 
markedly, are !lot uxamnined. 

Differenccs in the number of bakeries in 
different regions have led to a common 
belief that theme is a regional bias in flour 
distribution. Alexandria has 27 bakeries per 
100,000 population; Qena only 4.3 (see the 
Appendix, Table 28). There is, however, no 
strong correlation between the number of 
bakeries and distril)ution of su!bsidized flour 
per capita Excluding the frontier gover-
norates, the correlation from cross-sectional 
1980 ddatd yielded a correlation coefficient 
of 0.24. mainly because the three Upper 
Egyptian governorates of Suhag, Qena, and 
Aswan have the highest per capita flour dis-
tribution but few bakeries. (Excluding these 
governorates gives a simple correlation co-
efficient of 0.75.) The unexplained differences 
in distribution probably reflect the large 
volume of distribution through government 
fl,-ir shops and cooperatives, much of which 
is rural. This largely offsets the differences 
in the number of bakeries. 

Distribution may also be influenced by 
regional quotas of flour if they are binding 
on a consumer and shift demand to locally 
produced grain. Such limits on household 
purchases would be influenced by the amount 
ofwheat delivered from the central allocation 
as well as by village or district administrations 
involved in flow distribution. 

Table II supplements the discussion of 
regiona! distribution patterns with basic 
data from four governorates. Although the 
data are not strictly comnparable, they indicate 
the wide diversity of channels of (listribu
tion. 34 For example, in March 1981 only 12 
percent ofthe government wheat distribution 
in Sharkia was obtained through flour shops, 
whereas 86 percent of wheat from the Min
istry of Supply went to individual consumers 
in Qena. Forty percent of the flour used in 
Kafr-EI-Sheikh was 72 percent-extraction 
flour compared with only 22 percent in 
Sharkia. (Simil'r observations can be made 
from Table 8 using tle 19M,0 data. For 
example, compare the ratio of imported 
flour to wheat distribution in tile Upper 
Egyptian governorates or Kalyubia with some 
of tle other governorates. Fhe volume of 
bread sold in villages ra, iges from 7 percent 
of tile amount used in Qena to 52 percent in 
Menia. Two thirds of the 337 villages in 
Menia nave at least one bakery and many 
have more. 

Daily volume per bakery appears higher 
in urban areas than in rural areas, as would 
be expected from population densities. Only 
Kafr-Ei Sheikh provides data on sales from 
flour stores in rural and urban areas. In this 
governorate there are more sales per store of 
82 t)ercent-extraction flour :n cities than in 
villages, but the opposite is true for 72 
pe-:ent-extraction flour. There is no equiv
alent for72 percent-extraction flour available 
from local mills. If one assumes that more 
villagers bake their own bread than urban 
dwellers and that they probably use a com
bination of domestic (82 percent-extraction) 
and importedl (72 percent-extraction) flours, 
and perhaps maize, tile pattern is not sur
prising. To fully understand the consumption 
pattern for wheat and imported flour will 
req .ire data on household characteristics 
and on the local marketing outlets for flour 
and br'ead. 35 

34 the no mler o bluady hik(,ries reported tor Qeiia in Ilie I I (iifier, iroi at in YIIle 27. though the to nage (toes 
not. 

15 For example, it Is not Unlikely that some orthe high wheat consumpt ion i Upper Egypt comes from flour diverted 
to Sudan. Documentation of the extent of such trade is, of course, inpossile. 
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Table 11-Distribution of flour by selected governorate, March 1981 

Governorate 

Sharkia 
Number of shops 
Tons sold per month 

Kafr-EI-Sheikh 
Number of shops 
Tons sold per month 

Qena 
Number of shops 
Tons sold per month 

Menia 
Number of shops 
Tons sould per month 

Bakeries Flour shops 
72 Percent Flour 82 Percent Flour 72 Percent Flour 82 Percent Flour 

Villages Cities Villages Cities Villages Cities Villages Cities 

32 91 57 95 127 364
 
400' 2.542" 2,000" 8,184" 407 
 1,459 

16 413 ... 1 180 131 532 226 
285 1,402 629 1,398 693 2.476 2.524 

... 17 9 14 na. n.d. 
930 280 2,780 24,070 

3 34 324 138 n.a. n.a. 
82 1.199 9,741 7,052 

Source: Conversations with governorate officials, 

Note: Where n.a. al)pears. the figure was not available. 

This figure is an estimate. 
This was calculated by subtracting estimated sales of village shops from total sals. 

There also is a potential for diversity
within governorates, especially between rural 
and urban regions. An assumption of zero 
utilization in rural areas is unfounded for 
any of the commodities in Table 8, although 
a number of studies imply a strong urban 
bias. A study by the U.S. Agency for Inter-
national Development assumes no food 
subsidies in rural areas. Eckaus and Mohie 
El-Din claim it is "strikingly clear" from 
their results that 81 percent of subsidies go 
to urban areas, but this result may have 
been built into their social accounting matrix, 
Buchanan, though not venturing an estimate, 
asserts a strong urban bias for wheat and 
bread as well as rationcd goods. Korayem
sidesteps the issue by addressing only the 
subsidies to the urban population. On the 
other hand, Taylor claims that declines in 
malnutrition and pellagra in rural areas 
indicate changing diets. He conducts some 
of his studies with an assumption of equal 
percentages of subsidized foods for indi-
viduals in rural and urban areas.36 

Distribution of rationed sugar conforms 
with the nearly standard quota of 0.750 kil
ograms and is most likely evenly distributed. 
There is little information on distribution of 
regulated sugar, but rough calculations in
dicate that a fair amount reaches rural 
areas. Most rural governorates are 20-30 
percent "urban." If it is assumed that urban 
dwellers in predominantly rural governorates
receive as much regulated sugar as their 
counterparts in Cairo (a generous assump
tion), the per capita averages for the govern
orates indicate rural consumers received on 
average approximately 0.750 kilograms a 
-month of regulated sugar. Oil quotas are 
targer for urban dwellers, but regional varia
tions are as great as the urban-rural dif
ierences. Although some rationed rice ap
pears to be allocated to rural areas, these 
quotas are smaller than for urban areas, and 
consistent with the above regression. It is 
likely that the rationed quantities of tea, 
lentils, and beans reach rural areas but the 
situation with regulated sales is less clear. 

36 U.S. Agency for International Development, "Egypt's Food and Energy Subsidies," Cairo, 1981 (mimeographed); 
Richard S. Eckaus and A. Molmie- El Din, "Consequences of the Changes in Subsidy Policies in Egypt," Working Paper
No. 265. Department of Economics. Massachusetts Institute of Technology. Cambridge. Mass.. April 1980, p. 4;Buchanan, "Government Consumption Planning Schemes;" Korayem, "Elimination of Food Subsidy"; and LanceTaylor, "Food Subsidies in Egypt," Massachusetts Institute of Technology, Cambridge, Mass., 1979. (Mimeographed.) 
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The availability of freezers is a prerequi- 
site for the distribution of frozen meats and 
poultry, and it may be valid to assume that 
only negligible quantities reach the rural 
population. Given the large subsidy per kil-
ogram on meat, the welfare gains to con-
sumers in cities are likely to be a relatively 
large portion of total gains in either con-
sumer surplus or income transfer. These 
might dominate the moderate differences in 
the other rationed commodities, especially 
if distribu:.iun of meat increases without 
expanding the area covered. To illustrate, if 
it is assumed that meat is available to urban 
consumers at an average of 0.5 kilograms a 
month at prices prevailing in 198 1,the trans-
fer from the treasury to the consumer would 
approximately equal the total transfer a con-
sumer would receive by obtaining rations of 
rice, sugar, and oil at subsidized prices.37  

Because the wheat subsidy is the largest 
component of the national subsidy bill, 
unequal distribution of flour also has the 
potential for exceeding the relative gains of 
food subsidies. Here again, note that regional 
variations may be larger than rural-urban 
differences. A rural dweller in Suhag may 
receive less subsidized flour than the average 
urban dweller in the governorate yet still 
consume far more than an inhabitant of 
Zagazig or Tanta. For instance, wheat con-
sumotion in villages in Kafr-EI-Sheikh is 
reported to be 44 percent of the total. 
Because the governorate is nearly80 percent 
rural, this implies that per capita consump-
tion in the cities is roughly five times that in 
the villages. This would translate to urban 
consumption of 175 kilograms of82 percent-
extraction flour and rural consumption of 
35 kilograms. A five-to-one ratio, however, 
cannot be assumed for Qena, because that 
would indicate an annual urban consump-
tion of close to 700 kilograms-much too 
high. Even if one assumes that urban con-
sumption in Qena is a high 350 kilograms, 
rural consumption must be 220 kilograms, 
which is even higher than the figure for 
Kafr-EI-Sheikh city dwellers. One can only 
conclude that regional variations in flour 
consumption are as important as urban 
biases. 

The distribution of benefits of the sub
sidy among income groups has been the 
subject of a number of studies. The AID 
study assumes that the total quantities of 
supply commodities for 1979 were distributed 
to consumers in patterns based on the 
1974/75 household budget survey. 38 The 
study is flawed by the counterfactual as
sumption that no subsidized commodities 
were distributed in rural areas. Consequently, 
the absolute value of the gains calculated 
for urban areas is too high. On a relative 
basis, however, the distribution among in
come groups is more likely to be accurate. 
For example, the study concluded that the 
per capita value of the subsidy on wheat 
does not vary appreciably by income group 
whereas the benefits from the subsidy on 
meat accrue mainly to the highest expen
diture groups. But the benefits these groups 
received from the meat subsidy were less 
pronounced than those from the subsidy on 
energy, particularly gasoline and butane gas 
(butagas). 

The detailed study by 1orayem on the 
effect of changes in the mode of food distri
bution uses the 1974/75 household budget 
survey for urban areas only.39 Although 
price elasticities are commonly used to 
estimate consumption changes following a 
price change, such estimates are difficult to 
obtain because econometric methods require 
more variation in prices than are generally 
observed in Egypt. Therefore, Korayem 
makes a simplifying assumption that is 
based on only the real income effect of a 
price change (the income elasticity times 
the budget share to the item being consid
ered). This assumes the compensated price 
effect is zero. Because, by microeconomic 
theory, the own-price effect is zero or 
negative, Korayem's estimates are a lower 
bound of the absolute value of the own
price effect for normal goods. Actual price 
responsiveness "'€11 probably be greater than 
Korayem estimates. 

The main question she addresses is 
whether the wage increase is necessary to 
offset the total removal of the subsidy on 
foods, For example, she found that an urban 
family with an annual expenditure of LE40

7This isbased on0.750 kilograms of sugar, I kilogram of rice, 0.450 kilograms of oil, with the transfer equal to the
 
difference in the ration price and the c.i.f. price July 1981, except for rice where the procurement price isused.
 
38U.S. Agency for International Development, "Egypt's Food."
 
39Korayem, "Elimination of Food Subsidy."
 

48 

http:prices.37


49 (2nd decile in 1979) would need an 
additional LE 30 a year to maintain food 
consumption if subsidies were removed. If 
wheat subsidies remained, then the family 
would require LE 11.62 to maintain con-
sumption. Such calculations do not employ 
the price parameters Korayem estimated 
and assume no reallocation of purchases 
following a price change. She is concerned 
with maintaining a specific amount of food 
consumption rather than a specific amount 
of consumer welfare or utility, 

Nutritional Implications 

Nutrition is only one of the criteria on 
which consumers base their purchases. There 
is no assurance that any food policy de-
signed to increase consumer welfare will 
affect the nutritional status of the population. 
In the case ot Egypt the absence of targeting 
and the nature of some of the commocities 
subsidized (for example, tea) indicate that 
nutrition is not a major goal. Nevertheless, 
the system may benefit nutrition as a side 
effect of its welfare orientation. 

One part of the study by Lance Taylor 
estimates how much calorie intake would be 
reduced if subsidies were removed.40 His 
method allows for more substitution of 
nonfood items (larger absolute value of price 
elasticities) than Korayem's. Taylor assumes 
that consumption of subsidized food in 
rural areas is the same percentage of total 
consumption as in urban areas. Because of 
these assumptions, he estimates that the 
effect on rural consumers would be large if 
subsidies were reduced. The reduction would 
be 269 kilocalories a day for the low-income 
rural expenditure group and 96 kilocalories 
for the same group in cities. The changes in 
calories are only slightly different in other 
scenarios with compensating wage increases 
or, in Taylor's study, with increased govern-
ment investment. 

Not enough information is obtained in 

this study to determine the nutritional con
sequences of an average change in con
sumption of this size. However, valuable 
insights are provided by Table 12, which 
gives the estimated calories per capita per 
day in rural and urban populations derived 
from family budget surveys in three years, 
1958/59, 1964/65, and 1974/75. The implied 
total for Egypt in 1974/75 is somewhat 
below that calculated by FAO from food 
balance tables. Quite frequently, estimates 
based on food balance sheets exceed those 
from family budget surveys. Table 12 also 
differs from Table 9, in part because grain 
availability has increased nearly 35 kilo
grams per capita since 1974. 

During the 16 years between 1958/59 
and 1974/75 average calorie intake in rural 
areas decreased, whereas it increased in 
urban areas. In rural areas consumption of 
maize and sorghum declined markedly and 
of wheat, moderately. This was somewhat 
offset by the increased consumption of 
bread and wheat flour. In the cities con
sumption of bread increased rapidly and of 
rice, moderately. Consumption of meat, 
fish, and eggs remained virtually constant 
in both areas as did consumption of dairy 
products, except for a shift from milk to 
cheese in rural areas between 1958/59 and 
1964/65. 

The figures in Table 12 indicate that 
food consumption in 1974/75 was fairly 
close to the daily requirements determined 
by FAO: 2,540 kilocalories per capita per 
day. Furthermore, calculations from aggre
gated data of the Ministry of Supply show 
that food availability has increased about 
450 kilocalories per person per day since 
1974/75. Nevertheless, the declines in food 
intake in rural areas warrant concern, con
sidering that the data available are not 
sufficient to estimate how much of the 
increased food availability goes to rural 
areas. It is possible to have high average 
calorie intake and a fair amount of malnu
trition in a population.4 1 

In presenting the calorie intake by ex

4o Lance Taylor, "Food Subsidies: Macro and Micro Issues." Massachusetts Institute of Technology, Cambridge,

Mass., 1976. (Mimeographed.) See especially Appendix D.
 
41 For a discussion of the difficulty of using aggregate levels of consumption see Shlomo Reutlinger and Marcelo
 
Selowsky. Malnutrition and Poverty. World Bank Staff Occasional Paper No. 23 (Baltimore: Johns Hopkins University

Press, 1976). For two views on the usp of average calorie requirements see Shlomo Reutlinger and Harold Alderman,

The Prevalence of Calone Deficient Diets in Developing Countries, World Bank staff Working Paper No. 374 (Washington,

D.C.: International Bank for Reconstruction and Development. 1980); 
 and T. N. Srinivasan, Malnutrition: Some
Measurement and Policy Issues, World Bank Staff Working Paper No. 373 (Washington, D.C.: International Bank for 
Reconstruction and Development, 1981). 
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Table 12- Per capita food consumption in urban and rural areas, 1958/59, 1964/65, 
and 1974/75
 

Rural Areas 

Food 1958/59 1964/65 


Whe,t 69.7 69.9 
Maize 75.9 66.11 
Sorgum1 34.6 30.4 
Rice 23.8 24.6 
Wheat flour 16.1 22.5 

real 6.0 14.6 
Noodles 08 2.0 
B3eans 5.3 6.9 
Lentils 3.2 4.5 
Meit and pofll.:y 9.7 9.5 
Iish 2.8 3.7 
Eggs 0.9 1.4 
Vegelahlh oils, fills 2.7 5.0 
Butter. butter oil 2.3 2.6 
Milk 24.6 8.7 
Cheeste 13 8.11 
I'otaloes 6.6 10.4 
Oliolns 11.4 7.6 
lonltoes 10.2 11.3 
Citrus 3.6 5.0 
Dates 5.0 4.8 
Sugar 1(0.0 11.6 
SNrup 2.2 2.9 
llonv 0.5 02 
Sesamne ... 0.7 
Calories per capita per day 2.729 2.8911 

Urban Areas 

1974/75 1958/59 1964/65 1974/75
 

(kilograins!capita) 

59.5 13.1 12.3 7.7 
45.2 12.5 13.5 5.8 
11.4 5.3 4.1 1.8 
21.1 19.5 21.2 25.0 
40.7 33.4 8.0 25.4 
18.8 96.7 115.8 137.9 
2.7 4.5 5.6 6.7 
4.5 4.0 4.6 4.3 
3.1 3.3 4.2 4.1 
9.1 13.5 12.6 13.0 
4.5 5.9 7.3 6.0 
1.4 1.7 1.4 1.6 
7..6 6.6 11.7 8.1 
3.1 3.2 2.2 2.1 
8.8 18.3 17.5 18.7 
7.5 4.2 5.0 4.9 
8.7 9.9 13.4 II.1 
8.0 9. 1 7.9 8.9 

14.0 17.1 18.9 24.0
 
7.1 9.7 10.3 12.0
 
2.3 4.1 4.2 2.1
 

13.4 11.4 12.2 13.0
 
1.4 I.l
 

0"2 1.3 0.4 0.4
 
0.5 1.3 1.2 

2,590 2,252 2,227 2.433 

Sources: Central Agency for Public Mobilization ind Stalistics (CAPMAS). Family Budget Survey /958/59 (Cairo:
CAPMAS, 1961); CAPMAS, Family Badget Survey 1964/65 (Cairo: CAPMAS, 1972); and CAPM AS, Family Budget 
Sun'ey /974/75 (Cairo: CAPNMAS, 19713). 

penliture groups, regressions of the form 

kcal = a + b (Ln exp) 

are estimated from the data in the 1974/75 
survey. The estimate of b is 394.3 for urban 
areas, with an average income elasticity of 
0.16 ani 970.7 for rural areas, with an 
average income elasticity ofO.37, calculated 
at average calorie intake. The elasticities for 
the poorest 25 percent o, each group are 
approximately 0.20 and 0.45 respectively. 
These elasticities are .ypical of income 
elasticities for calories and indicate that 
calorie consumption is skewed, with more 
skew in the rural areas than in the cities. 

Although there has been rapid income growth 
in Egypt since 1974, causing the population 
line to shift up and t4 the right alunig the 
curves, there is no evidence that the slope of 
the curves has changed. Similarly, without 
data on income distribution the number of 
individuals remaining in the lower expendi
ture groups cannot be determined. However, 
because of the listribution system, it is 
possible that fewer families have low food 
intakes than in other countries with similar 
income structures. 

Similar conclusions can be dlrawn from a 
survey conducted in 1978/79 by the Nutrition 
Institute in Egypt. 42 Relatively few cases of 
severe malnutrition were found throughout
Egypt. Only 0.8 percent of the children 

42 Nutrition Institute, Ministry of Ilealth. Arab Republic ofEgypt National Nutrntion Suivey /978(Washington. D.C.: U.S. 
Agency for International )evelopment, 19781. 
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observed had severe undernutrition (third
degree by the Gomez classification, that is, 
less than 60 percent of the standard weight
for age). On the other hand, a rural survey
undeitaken jointly by the Massachusetts 
Institute of Technology (MIT) and Cairo 
University only a few months after the Nu-
trition Institute study found more under-
nutrition. After correcting for a sample bias, 
3.1 percent of rural chi!clren could be desig-
nated as severely undernourished by the 
Gomez classification. 43 This is more consis-
tent with the high infant and child mortality 
observed in Egypt. A second round of the 
survey conducted by the Nutrition Institute 
durinig the summer of 1980 found more 
malnutrition than the first round but less 
than the MIT/Cairo University study (al-
though the two studies are not strictly
comparable). 44 Diarrheal liseases, which 
often lead to malnutrition, are common in 
the summer and may be major contributors 
to much of the malnutrition observed in 
Egypt. 

The pattern of protein consumption in 
Egypt is similar to that of calories. Strotmann 
calculated 64 grams of protein a (lay per 
person for rural low-income groups and 56 
for low-income city dwellers; the corre-
sponding figures for middle-income groups 
were 94 and 63.45 On the average, these levels 
are adequate. There is no evidence that 
adults who are able to meet their calorie 
requirements on a typical Egyptian diet dto 
not also meet their protein needs. The only 
group that may be at risk is children being
weaned. The food subsidy system is not 
currently targeted toward this group, 

Egypt does have a large program to pro-
vide supplementary feeding through the 
health care system. 46 The Ministry of Ed-
ucation, in conjunction with private volun-
tary agencies and the World Food Program,
provides school lunches. Other programs 
are targeted towardl itinerant workers in a 
food-for-work program and toward families 
reclaiming new lands, 

Production and Procurement 
Policies 

The additional market supplies of food 
from commercial imports and food aid may
stabilize and lower consumer prices, but 
they also depress producer prices of com
parable commodities, reduce farm incomes, 
and induce reallocation of crops. When 
imports are subsidized below both the pur
chase price and the prevailing domestic 
market price, they distort agricultural in
centives. 

Lower domestic prices increase demand 
as they depress production, contributing to 
declines in the self-sufficiency ratio. The 
government attempts to increase self
sufficiency by controlling farm production
for example, by acreage allotment plans.
These plans are set up by the Ministry of 
Agriculture in consultation with the Ministry
of Supply and the Ministry of the Economy 
to determine the areas to be cultivated. The 
regional and local administrations distribute 
these area allotments among farms. This 
prevents full supply adjustments to distorted 
price ratios. 

Lowering consumer prices by subsidizing
commodities implicitly transfers real income 
to consumers, leading to rising demand for 
other goods, including nonrationed i;oods 
such as livestock products. The inc:eased 
demand will result in upward pressures on 
other commodities on the open market. If 
such pressures are transmiled to the pro
ducers, farm incomes will bi positively 
affected. Producers with marketable sur
pluses may gain, but subsistence farmers 
and the landless rural population will be 
largely unaffected, unless additional em
ployment is generated.

In addition to shifting the suppl/ curve,
the government attempts to check th rise in 
prices of some commodities by setting price
ceilings. The net effect on farin incomes 
cannot now be assessed. Real farm incomes 

43M, 1E1Lozy, J.Field, G. Ropes, and R. liurkhardilChildhood Malnutrition in Rural Egypt. Resvits of the Ainistry ofHealth's Weighing Evercise Ilealth Care Delivery System Project Monograph 4 (Cambrilge M iss.: Massachusetts 
Institute of Technology, 1980). 
4 Itekinat Ali,director of the Nutrition Institute. p)ersonal communication. May 1981. 
45 II. Strotnann, "Die Nachfrage irach Nalrungsmitteln in Agypten" IThe Detnand for Food in Egyptl (I)iplolna
thesis. University of (;6 ingen, institute for Agricultiral Economics. 1980).
46 R. Burkhardt. J. Field,. in G. Ropes, Supplementary Feeding in Rural Egypt: A Survey Prof/e oftthe Iealth System in 
Action. Ilealth Care Delivery System Project Monograph 5 (Cambridge, Mass.: Massachusetts Institute of
Technology. 1980). 
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are also directly affected by the subsidized are taken into account, all basic food corn
foods made available to farm households, :1oditieb dre effectively taxed.4 7 Only meat 
although farm families may receive less and milk are protected. The protection of 
than city dwellers. meat increases the demand for feed and 

Until the mid-1970s, subsidies were fi-
nanced by agriculture mainly through ef-
fective taxation on export crops such as 
cotton and rice. Since then, increased gov-
ernment revenues and foreign exchange
from oil earnings, the Suez Canal, and other 
sources have decreased the pressure on 
agriculture to provide government revenue, 
Nevertheless, implicit taxation still affects 
incomes anti allocative efficiency in agri-
culture, 

Implicit taxation takes the form of com-
pulsory delivery quotas at prices fixed below 
market prices for crops in the food subsidy 
system such as rice, beans, lentils, and 
sugarcane. Such quotas help to reduce the 
government's budgetary costs for the subsidy 
system. Quotas also exist for some cropsthat are primarily exported, such as onions 
and cotton, and these also provide .- 'rnings 
for the government. 

The long-run growth of agriculture may 
be affected if the increasing cost of subsidies 
forces the government to decrease its spend-
ing elsewhere. Public investment, input 
subsidies, or productivity-oriented research 
in agriculture might be reduced. Finally, 
higher subsidies in urban areas may acceler-
ate rural-urban migration and thus result in 
rising agricultural wage rates. 

The main instruments applied to control 
domestic production and to provide food 
for subsidized distribution are: acreage plan-
ning (area allotment plan); price policy;
input subsidies (on fuel, fertilizer, water, 
pesticides, anti animal feed); and investment 
programs (irrigation, drainage, land recla-
mation, and so forth). Price policies include 
delivery quotas at fixed prices, foreign trade 
regulations such as import planning, export 
stops, and so forth; and domestic trade 
regulations, including interregional trade 
barriers. 

Although input subsidies and investment 
programs are important, the two other in-
struments, especially price policy, ar em-
phasized in this report. When input costs 

roughage, which results in rising relative 
feed prices and expanded berseem area. It 
rrans an income transfer from the mainly 
'.g h-income consumers of fresh meat to 
livestock producers, which somewhat offsets 
consumer gains from subsidized meats. 

In recent years there has been an attempt 
to increase agricultural income by raising 
producer prices. For example, producer prices
announced in February 1981 include in
creases of 50 percent for lentils, 40 percent
for beans, 23 percent for sugarcane, 22-30 
percent ior unginned cotton, and 13 percent 
for rice. 

Delivery quotas at prices fixed below 
market levels are enforced for rice, pulses, 
sugarcane, cotton, and onions. Furthermore, 
farmers provided with subsidized feed are inprinciple required to sell their animals to 
slaughterhouses at a fixed price. 

Area allotment is used for various pur
poses: to assure sufficient domestic produc
tion of commo-lities that are affected by 
distorted price incentives; to further foreign 
exchange objectives; and to assure more 
effective water management, pesticide ap
plication, and crop rotation. Control is most 
strict on cotton, rice, pulses, sugarcane, 
and onions grown for export. For wheat, 
maize, and berseem, the area allotments are 
merely indicative, not compulsory(Table 13 
and the Appendix, Tables 29 and 30). 

In general, production controls are most 
severe on those commodities that are strictly 
rationed at fixed prices. For example, wheat 
is highly subsidized but is not rationed, and 
proluction is not strongly controlled. Wheat 
has only an indicative area allotment, with 
delivery quotas reported only as a special 
case in some land reform cooperatives. 48 

Delivery quotas have not been enforced 
since 1977. Rice, on the other hand, is 
rationed for consumers; production is con
trolled by area allotment and compulsory 
delivery quotas at a price fixed below the 
market. The area allotment for rice, however, 

47 William Cuddihy. ,lgnculturalPriceManagement in Egypt. World Bank Staff Working Paper No. 388 (Washington, 
D.C.: International Bank for Reconstruction and Development, 1980). 
45 This may be part of the payment for land, though no confirmation of this is currently available. 
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Table 13-Food policy instruments applied to specific commodities, 1979/80 

Price Policy and Procurement Government Distribution 

Delivery 
Nominal Quota At Fixed 

Protection with Fixed Area Subsidized 
Commodity Coefficient Prices Allotment Price Rationed 

Wheat (flour, bread) 0.48 N L S N 
Rice 
Maize 

0.49 
0.69 

S 
N 

S 
L 

S, L' 
L. N" 

S, L' 
N 

Sorghum 0.70 N N N N 
Beans 0.71 S S S L 
Lentils 0.68 S S S L 
Sugar 
Oil 
Meat. poultry 

0.36 
0.62 
1.43 

S 
S. 
S, 

S 
... 
... 

S. L4 
S, Ld 

L, N' 

S, L' 
S. La 

L, N" 

Sources: Derived from unpublished data of the Ministry of Agriculture and the Ministry of Supply and Home 
Trade. 

Notes: Smeans that the controls are strictly enforced; L that they are loosety enforced: and N that they are not 
enforced at all. 

The government distributes a strictly rationed basic quantity of this food. An additional quantity is sometimes 
provided at higher prices, if supplies allow. 
, Afixed price ration issometimes provided but is not assured: the food is also sold without restrictions on prices or
quantities, 

'hfile quota is for farmers who fatten their cattle solely with subsidized feel provide(] by the Ministry of Agriculture. 

does allow for elastic supply adjustments. 49  tax revenues that would be lost, the elimina-
Quotas for the delivery of rice allow the tion of delivery quotas for rice would entail 

government a savings over the cost of pro- an additional difficulty, as handling domestic 
curement on an open market. The quota is procurement through price policy entails 
assessed per feddan and can be viewed as a some risks with which the government has 
lump sum tax equal to the quota times the little experience. A miscalculation of the 
difference between the government purchase proper floor price for rice, or bureaucratic 
price and the open market price. It is a fixed inflexibility, could leave the Ministry of 
cost of production for the paddy grown on Supply without stocks to distribute to non
the government- allotted areas. Once the producing areas. This concern differs from 
farmer makes the decision to produce rice, negotiating imports of wheat when Egypt's
the open market price determines the in- purchases may be too small a percentage of 
tensity of inputs and the marketing of pro- world trade to influence the world price.
duction at the margin. Wheat procurement at the time enforce. 

The delivery quota (as distinct from the ment of delivery quotas was ended in 1977 
acreage quota) can be viewed as a means of contributed only a relatively small amount 
saving the Ministry of Supply costs of to budgetary and foreign exchange savings,
procurement but may not be necessary to and it constituted only a small portion of 
guarantee the flow of rice from the villages domestically distributed supplies. For wheat 
to the cities. 50 Nevertheless, apart from the production to be large enough for procure

49 The acreage response elasticity to own- price change of rice is estimated to beO. 53. The delivery quotas are defined
by the Ministry ofAgriculture according to regional yield levels. They are set at about 50 percent of the average yield.
Joachim von Braun. "Agricultural Sector Analysis and Food Supply in Egypt." draft report of the Joint Project of the 
Institute of Agricultural Economics. University of G6ttlngen, Institute for Agricultural Economics, and the Institute 
of National Planning, Cairo, 1980. (Mimeographed.) 
sode Janvry estimates that the positive effect on income that would result if procurement were done voluntarily at 
open market prices would not reduce the marketed surplus of rice sufficiently to result in urban shortfalls (A.de 
Janvry, personal communication, June 1981). 
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ment to make a major contribution, cotton 
and clover acreage would have had to be 
reduced. Controls of wheat acreage were 
not necessary to maintain production in 
part because the high price of wheat straw 
for fodder allowed for a competitive net 
revenue for the crop. Furthermore, as wheat 
is still a major subsistence crop in the winter 
season, its supply is relatively inelastic, 

The release of wheat supply control be-
came feasible for Egyptian policymakers 
when food aid, concessional imports, and 
international prices became more favorable 
in the second half of the I970s. At this time, 
too, new sources of foreign exchange made 
reliance oil tle world market less of a 
burden, 

Subsidized Food in a 

Rural Setting 


In recent yezrs the subsidy system has 
gradually expanded in rural areas, and there 
are plans to increase subsidized food sup
plies in villages, especially by extending the 
network of registered bakeries selling sub-
siclized bread. A case study of subsidize(d 
food consumption in rural areas aldresses 
the following questions: flow is subsidized 
food distribution organize(d on the local 
level? Do (lifferences in subsidized food 
supply exist between social and economic 
groups within villages and between villages 
of the same region? What are the effects of 
the system on local food marketing? What is 
the importance of these goods in the rural 
consumer market? Does the subsidized food 
supply affect resource allocation on farms? 

The study site is part of the Sharkia gov-
ernorate in the eastern Nile Delta. Interviews 
were carried out in nine villages in five 
districts. The study was part of a second 
round of a survey on supply behavior of 
farmers in an environment of government 
planning and intervention in agriculture.5 1  

To a basic questionnaire dealing with farm 
resources, proluction patterns, yields, prices, 
stocks of proluce, marketing, livestock, 

farm management, and so forth, questions 
were added dealing with food consumption 
dnd purchasing, especially: quantities, prices, 
and sources of basic food items bought dur
ing March 1981, tile month of the survey, 
as well as (luring the prececing year, 1980; 
availability of subsidized and rationed food 
and buying condtitions (rations and prices); 
ani basic data on food supply facilities in 
the villages (bakeries, shops, merchants, 
and so forth). 

Only farm households were included, 
though there were some nearly landless 
households in the sainole; that is,farms of 
less than 1.5 feddan. The farm-size structure 
in the study is representative of that of the 
country. 

Farm Size Number of 
(feddan) Households 

Up to 2 13 

2-3 10 
3-5 3 
More than 5 3 

Only five of the villages had bakeries, 
two of the smallest had no shops selling 
rationed food, and five had consumer co
operatives. These differences were due to 
the size of a village, its location, distance to 
urban centers, and individual characteristics 
(Table 14). 

Each household was asked about current 
ration regulations. Surprisingly, there were 
large differences between villages and even 
within villages (see the Appendix, Tables 31 
and 32). Differences between villages in 
different dist"icts may stem from distribution 
decisions of the regional distribution com
mittee, whereas (lifferences between villages 
in tile same district may result from lecisions 
of the district (marhaz) distribution commit
tee. Differences within the villages might 
arise because households do not know their 
ration rights or do not care for single items 
of tile ration, or because shopl:eepers treat 
customers unequally so that households 
pay different prices and receive different 
quantities. 

5nThe survey %v,s nilouticeI as an ,1du I n tilePh.D. research of NMamdouh M. Nasr of lheInsItitte of Agricultural
'ConaoiTics, Uiversity of (;ottingen. Ih( sampling procedures are outlined in his forthcoming thesis. )etailed 

survey results ,Ire listed ilJoahim von Braun, "'heRole of Sobsidizeld and Rationed Food for Food Supply ,nd
consumtion in |Lgvl'tilll flouseholds- Ini ,tllions from a Survey illSharkia Governorate," University ofFar 
Goltingen, Institute forAgricullural Economics. July 1981. (Mimleogralphed.) 
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Table 14-Subsidized food outlets in the survey villages. Sharkia governorate, 
March 1981 

District Estimated Tamween Consumer 
Village (Markaz) Population Bakeries Shops Cooperatives 

h1lh ,111o \ini,.t 1.Ia7.,()0 I 3 1 
S,t1,1I 
Mfnshv., 

N 1% H v (2,i11h 
MIIlNlt fd Qituth1I10) 

70) (I 
) 

0 
0 

) 
0 

II tI 1tlI tItts 5.000h 4 3 1 

AI fIhl iizuu .\lfft Kehir 0.O00 I 5 1 
Shoh,ik ILa;II 0dgzg6.1,01) 0 5 1 
Shilba /,Igi/Ig 15.000h 2 5 0 
N ,,irf'i /ig,1itg 8i.0)0 2 5 0 

i. ,llgmh III sl%'k'()llf, ' )l~ rd a v Il 0.1~ges. Marcth 

All of these factors might overlap in a 
particular village. When villagers purchase 
their ration at the beginning of each month, 
they are thinking of the basket of food as a 
whole and not of the individual items. They
know the cost of the whole ration better 
thanquantitiesand pricesothecomponents. 

The importance of a particular rationed 
itetm in the consumer basket also plays a 
role. Reported ration regulations for oil and 
sugar vary much less than those for rice and 
pulses. Rice is amarginal addition to a farm 
household's total, and pulses are not strictly
rationed (see the Appendix, Table 33). 'Fhe 
market price of flour generally exceeds the 
price charged by the Ministry of Supply. in 
their licensed, subsidized flour shops. 

All29'.rm households surveyed reported
that a high share of their cereal consumption 
came from their owl, ,Yodttce. Table 15 
shows that marketing patterns difer a,1cord-
ing to the item and the farm size. There are a 
number of reasons for these variations, 
Compulsory delivery quotas generally exist 
for rice and wheat on agricultural reform 
farms. Larger farms, worked under share-
cropping arrangements, leave parts of the 
crops to the sharecroppers. This appears as 
marketing. Cash needs on small farms force 
farmers to sell after harvest and buy again 
later in the year. Price differentials may
make it attractive to sell wheat and buy
flour. The purchasing price for flour is far 
above the fixed price of government-subsi-
dized imported flour because of the perceived 

198 1l 

difference in quality. Thus households may
exchange part of their own preferred wheat 
for cheaper flour. 

Farmers' decisions on how much land to 
allocate to wheat (lepend mainly on the 
profitability of the whole crop, including 
straw, which is valued nearly as highly as 
grain because of the shortage of forage for 
cattle in the summer. 

Small farm households bake more of 
their own bread than larger ones. Aregistered 
bakery in avillage increases bread consump
tion considerably, especially in middle-size 
and larger farm households. In the five 
survey villages having a bakery, average per
capita bread consumption was 102 kilograms 
per year. In villages without abakery, it was 
23 kilograms, most of which was bought
during occasional visits to an urban center. 
In the villages with a bakery, families on 
small farms (less than 2 feddans) consumed 
54 kilograms per person annually, compared
with 143 kilograms per capita for the house
holds with more than two feddans. 

Total cereals available for consumption 
are calculated to average about 302 kilograms 
per capita in small farm households and 
even more on larger farms. Although the 
figure seems high, it is in line with those of 
other surveys. According to the 1974/75
family budget survey, per capita consump
tion ranged from about 215 kilograms for 
rural low-income groups to 250-340 kilo
grams for the highest income groups? 2 

The larger the farm, the greater the social 

$2CAPMAS. Family Budget Suney 1974/75 RadIwan and Lee reported a median consuml)tion of 259 kilograms per
capita (Radwan anl Lee, "Anatomy of Rural Poverty"). 
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Table 15-Average production, marketing and availability of cereals and cereal 
products in farm households, Sharkia governorate, March 1981 

Selling and Buying 
Wheat Flour Rice

Production Bought Bought
Farm Size Wheat Rice Maize Sold Bought Bought Sold (Rationed) (Maiketed) 

(kilograms) 

Less than 
2 feddans 969 2,808 1,147 531 517 176 1,085 16 352

2-4 feddans 1,858 5,539 1,475 727 385 202 2.72, 17 2 
More thar. 
4 feddans 3,450 9,667 2,753 1.450 ... 60 4,333 13 

Selling and Buying 
Maize Bread Total Availabe Cereals Degree of 

Farm Size Sold Bought Bought Total Fer Capita Self-Sufficiency 

(kilograms) 	 (kilograms of (percent) 
wheat equivalent) 

Less than 
2 feddans 54 439 192 2,578 302 "46

2-4 feddans 205 82 721 3,315 420 33 
More than 
4 feddans 233 667b 750 4,936 59 139 

Purchases of rationed and subsidized food other Cian cereals, Sharkia governorate 

Rationed Goods Bought Extra Calories 
Farm Size Lentils Beans Oil Sugar L,.ntils Beans Oil Ration Bought Extra 

(kilograms/houschold/year) (1,000) 

Less than 
2 feddans 

2-4 feddans 
9.5 
8.3 

12.1 
12.9 

24.5 
18.8 

74.8 
62.0 

40.2 
37.9 

191.9 
125.1 

22.2 
24.9 

568.4 
466.3 

803.6 
283.7 

More than 
4 feddans 12.0 12.0 31.6 75.0 29.0 90.0 16.0 638.3 344.6 

Total 9.2 12.4 22.7 69.1 38.0 151.4 22.7 529.9 522.6 

Source: 	Data gathered in a survey of villages, March 1981. 
Notes: 	 The average selling prices in the sample were: for wheat, 9.2 piasters per kilogram; for rice(paddy), B.1; and

for maize, 13.7. The average buying priceswere: for wheat. 9.7 piasters per kilogram; for flour, 10.3; for rice
(paddy). 15.8 (this is the market price); and for maize, 12.0. The prices for maize were derived from asmall 
sample; II farms bought naize, 5 sold it. 

'One household bought 200 kilograms. 
bThis was used mainly as feed. 
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responsibilities of the farm family. For ex-
ample, large laffn households may supply 
family members in urban areas and hold big 
feasts. As stock changes are not taken into 
consideration, individual household figures 
may be distorted somewhat, though this 
should average out in the aggregation. Feed-
ing animals with the inexpensive flour and 
bread, as mentionel by some farmers, may 
Ije an additional reason for excessive cereal 
lisappearance. 

Only 9 of the 29 households (mostly in 
Zagazig) received their flour from flour 
shops. The others bought it from village 
markets or merchants. The price was probably
determined by the subsidized flour price at 
the urban shops, transportation costs, and 
quality differences. Flour, rationed rice, and 
])read from bakers accounted for 13 percent 
of the total cereal consumption of small 
farm households (less than 2 feddans), 23 
percent of medium (2-4 feddans). anti 13 
percent of larger farms, 

The rice ration was an almost negligible 
part of total grain consumption in these 
households. Some respondents reported 
that the rationed rice was used as chicken 
feed clue to its poor quality. 

Anumber of farmers expressed the opinion 
that "one must have one's own wheat and 
rice." Thus, their production decisions cle-
pend on their attitudes toward risk and 
uncertainty as well as on the competitiveness 
of crops. These attitudes may be rooted in 
the historic fluctuations in food supply in 
Egypt. 

The rationed supply of pulses filled only 
a small share of the demand. On the average, 
the rationed lentil supply is one luarter and 
the rationed beans one tenth of the quantities 

purchased. Because the survey did not 
include the farmers' own production, the 
quantity consumed was higher. Cooking oil 
from the ration met half the demand of the 
average household. Sugar was usually ob
tained only through the ration. Open market 
prices for sugar were reported to be 30-40 
piasters per kilogram. In none of the surveyed 
villages did consumers have access to sub
sidized meat or poultry. 

About one third of the calorie require
ments of farm households were met with 
rationed and subsidized food (Table 16).
The share was smaller for small farm house
holds becau-' they consumed less bakery
breal. A . rger share of the cereals they 
consumed was purchasel on the open mar
ket. The case study suggests that the food 
subsidy program is not very effective in al
leviating poverty in rural Egypt. Although 
only a part of flour constmption is from 
Ministry of Supply shops, it is assumed that 
local flour prices greatly depend on the 
availability of subsidized flour in urban 
centers. The figures for flour in Table 16
include flour from all sources. 

On the average, the expenditure on 
these rationed and subsidized foods covers 
about 13 percent of total household expen
cliture on food. Differences between farm 
size groups are large. The share of subsidized 
and rationed food in total expenditure is 
smaller for the smallest farms because this 
group spends more on basic foods on the 
open market and consumes less subsidized 
bread. The share is also smaller for the 
largest farms clue to high expenditures on 
meat and poultry. 

The expenditure on rationed and subsi-

Table 16-Total calories from subsidized foods in case study households, Sharkia 
governorate, 1981 

Total Share 
Rationed of FAO 

Rice, Pulses. Oil. CalorieFarm Size Flour Bread Sugar Total Requirements 

lkil ocaloris, p rson ILI ) (percent)
Less Ihii 2 I1dul,ilis 711 100 1a3 527 21
2-4 l l,,is 2311 073 175 I.080 43
4 teddaLns 63 (0) 211 113 34 
1ow 1 797 422 182 795 32 

Source 1),11,1,there(l a s rvv%Olof illig,'s. Xr h 19111 
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dized food is estimated to be about 7 percent 
of total income of farm households as cal-
culated from deflated figures by farm size 
from an International Labour Organisation

5 3  survey.
This cdisv study indicates that the food 

subsidy and rationing system directly affects 
rural Egypt. This is shown by the importance 
to farm households of' subsidized and ra-
tione(l food for calorie value, share in food 

expenditures, and household income. In 
addition, there may be indirect effects on 
price relationships of nonrationed and sub
sidized food, labor mobility, and agricultural 
taxation and regulation. The high degree of 
marketing activity in subsidized foods and 
their competitors (wheat, flour, bread) found 
even among the very small farms indicates 
allocation effects that may have distribu
tional implications as well. 

" Radwan and Lee, "Anatomy of Rural Poverty." 
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7 
CURRENT FOOD POLICY OPTIONS
 

Current food policy is still influenced )y
recollections of the January 1977 riots that 
followed announcement of price increases 
for regulated sugar, all rice, sharnyand other 
breads from 72 percent-extraction flour, 
and pasta (Table 17). Prices of baludy bread
and rationed sugar were not affected. The 
government lsoainnotinced increased prices 
for Inrtagas, gasoline, cigarettes, and dlomes-
tically produced applliances and raised cus-
tom fees for imported cars and household 
goods. At the same time, increases in wages 
and pensions were reported and the intention 
to raise public investment, mainly for hous-
ing, was announced. The intention of the 
policy change was to save LE-227 million, or 
35 percent of the 1977 subsidy budget. All 
price rises were rescinded following the 
disturbances. 

This incident and a similar one in Peru 
are frequently presented as examples of the 
difficulty a government faces in attempting 
to modify a long-standing policy ofsubsidiz-
ing basic commodities. The risks were recog
nized in Egypt in 1977. What prompted the 
government to confront those risks at that 
time? InI f'act, in 1976 a number of econolic 
in(licators seemed to point toward reduced 
pressures on tile subsidy system. World 
prices of food had been declining and 
domestic production of oil had begun
approach exportable levels. File government 

to 

deficit had declined from the previous year.
Even the sizable trade imbalince had declined 
slightly. Tourism, workers' remittances, and 
canal receipts hlad i rcreased, making for 
SLbstdntial decline in tile current accounts 
deficit. Trends, however, do not pay bills. 
Because foreig')reserves were linited, aid, 
investments, or loans were needed to fill tile 
galp. Egypt's foreign debt at the beginning of 
1977 was LE 4,824 million (72 percent of 
GDP of 1976), and further lines of credit 
were restricte(d. 54 Some of' this debt came 

from rolling over the short-term loans that 
were required to finance food imports prior 
to 1974 when food aid increase(I. 5 The debt 
outstanding in 1977 included LE 834 million 
of these short-term loans, repayable within 
a year at interest rates of 15- 13 percent.

Though the Gulf Organization for the 
Development of Egypt, a consortium of 
leaders from Arab states, refused to grant a 
loan of U.S. $1 billion to fund tile balance
of-payments dehcit in late 1976, it granted a 
loan of $1.5 billion within a month following 
the riots. Simihirly, international Monetary 
Fund credits, bilateral loans, and credits 
from commercial hanks were obtained in 

Table 17-Price increases announced 
and rescinded after riots in 
January 1977 

subsidi,,ed 
Items wilh 
No Price Items with 
Increase Price Increase Increase 

(tercent 
tpcIntd50 

Ituine, I 
(72 lvnrt 
,I r,i lion 67 

I 1.11ilk Regolald 
suid 4 

Rlonud "otigo (Iitril ' 20I king , Sulsid can
celled 

hIll lwd ie! )l-1 n,'irm% Stbsidy call. 
Ih, lg, 46 

1] 0t1. i;.sinif 26-31 
I igiutles Variouis 

dnt0kiiits 

son, le.Ihrr iiirl 18.21. 1977 

54 Quarerly ' cononr Review of'lpt. Is! Qiharier. 1977. 
5 Ahnied A. ioueli. "Food Seuirit in Africa With Spetcial Reheretnce io Egypt," palwr preseiled roFood Security in a Ilngry Worhlt Ali Iitern,;tiohitl Food Securily Conference, San Francisco, Cat., March 4-, 1981. 
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the first quarter of 1977. These actions 
enabled Egypt to pay off short-term obliga-
tions and relieved the pressures that helped 
influence the decision to increase food 
prices.5 6  

Although the price rises were resinded, 
the government continued - crate publicly 
that it intended to reduce and eventually 
eliminate all subsidies except those on 
bread. 57 An interministerial committee was 
established in 1979 to investigate means of 
achieving this goal, recognizing that the 
improved fiscal position of the government 
allowed for a gradualist approach. Two such 
modifications were introduced in early 1980: 
ration books were reis-ued with a slight 
reduction in eligibility, and nominal market 
prices for bread and flour were raised. 

Records for eligible households were 
upda ed when the ration books were reissue(d. 
Members who had died, emigrate(l, or regis-
tered elsewhere were removed. Amnesties 
were granted from fines for misrepresenta-
tion. At the same time, families with holdings 
greate- than 10 feddans, factory owners, 
people with more than LE 3,000 in bank 
accounts, Egyptians who had been abroad 
for more than fiv years, and owners of 
stock in joint ventute compar.;--s were pro-
hibited from obtaining books.) 8 The restric-
tions proved somewhat modest: Ministry of 
Supply records indicate 300,000 fewer fain-
ilies had ration books in i980 than in 1979 (a 
reduction of 3.7 percent). 

In February 1980, after the price increases 
for bread and flour, balady bread was still 
available at a half piaster but it was baked 
with 93.3 percent- extraction flour instead of 
87.5 percent. A special balady loaf made 
from 82 percent-extraction flour was in-
troduced at I piaster. This loaf was 25 
percent larger than tileold balady loaf. Shamy 
andfino breads remained the same price and 
size but were made from (lomestically milled, 
82 percent-extraction flour instead of ira-
ported 72 )ercent. As this imported flour 
was no longer to be used for bread, the 
official price was raised to 12 piasters a 
kilogram. This policy was designed to in-
crease the value added in local milling as 
well as to reduce the subsidy. 

56 Quarterly FconotrnwRevww of tgFypt,various issues. 

The major challengc to this policy came 
from bakers rather than from consumers. 
Although the price bakers paid for flour to 
make bulady bread declined slightly, the 
cost of flour per loaf of special balady in
creased more than tile selling price. Bakers 
perceived that the new regulations, which 
also were designed to give them more profit 
per loaf on fino and shomy breads, did not 
allow them sufficient profit margins, espe
cially in the face of rising labor costs. For 
three days in February 1980 they stopped oi 
slowed production in Cairo and Alexandria, 
and consumers were frequently unablc to 
purchase bread. 

In July the regulations concerning bread 
were modified again. The coarse balady 
bread was removed from the market, leaving 
only the special blady bread plus two sizes 
of shamy bread and three of finna All but the 
balady bread were to be pro(luced from 72 
percent-extraction Flour as they had been 
prior to February. However, the loaves of 
shamy andfino bread, at I piaster, were smaller 
than those baked before tle new regulations. 
Other loaves of these breads were priced in 
proportion to their size, The price bakers 
paid for 82 )ercent-extraction flour was 
reduced from LE 6.20 per 100 kilgramn sack 
to LE 5.00. The price to bakers for importe(d 
Hour increasel slightly, but product prices 
to consumers increased more, allowing greater 
1)rofit .59 

The two regulations on bread prices and 
sizes were steps in the elimination of the 
half piaster loaf. Consumers were first given 
the choice between a cheap balady bread of 
slightly reduced quality and a more expen
sire loaf of somewhat higher quality. Even
tually the lower-quality bread was removed 
from the market. The strategy of adjusting 
prices by making small changes in a product 
is also a means used by pul)iic-sector c(,7,•
 
panies to raise prices of manviactured goods. 

Rising prices in the world market and 
local shortages l)ushe(l Egypt into announc
ing a price increase for sugar in late 1980 
when the London price of sugar was four 
times that of January 1979. A request by the 
Ministry of Supply in conjunction with the 
Ministry of Economy to increase the price of 

57Arab Report and Record, citing a speech by the Minister of Econony, February 25, 1977.
 

50 Egyptian Gazette. Februry I. 19(10.
 

" Egyptian Gazette. September t0, 1980.
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sugar purchased above the rationed quanti-
ties was signed by the vice president. When 
warning strikes occurred in Helwan and 
Alexandria, however, the order was cancelled 
the following (lay. 

One other incident in 1980 illustrates 
the role of the government in price stabiliza-
tion. Recognizing that the nearly 50 percent
increase in the wholesale price index for 
meat in 1980 was leading to domestic infla-
tion and that the Bairam feast would add 
demand pressures, the government banned 
slaughter of' livestock during September. 
Transport of cattle was also prohibited during
the first half of the month. but relaxed 
(luring the second so that shipments could 
anticipate the need following the lifting of 
the ban. During the month extra quantities 
of frozen meat, fish, poultry, and eggs were 
l)rovided by the govertnment, but open mar-
ket prices of the latter three rose during this 
period. The local press, probably reflecting
public opinion, charged that these price
increases resulted from "greedy merchants" 
e.ploiting the ban. Similarly, middlemen 
were blamed for the upwardl pressure on 
meat prices!'( 

After the market glut that occurred when 
the ban was lifted hadl subsided, the govern-
ment issued price ceilings for meat. Sales 
were prohibitel on four days per week as 
they had bee; prior to the ban. Recognizing 
that rising urban (lemanc would continue to 
place pressure on prices, the Ministry of
Supply stepped up imports of both meat and 
poultry, despite rising world prices. Similarly,
efforts were made to increase the availability 
of fresh meat, either from domestic produc-
tion or imports. These policy moves were 
more an attemlpt to stabilize prices than to 
achieve consumption targets. 

Options Under Discussion 

The modifications of the subsidy system 
in 1980 were minor, but they may have been 
preliminary steps toward wid-ranging re-

forms. During the first months of 1982 the 
role of subsidies in the economy was widely
discussed in the press anti in conferences of 
economists and administrators. 61 It is recog
nizeci that without a clearly exl)re'.ed na
tional mandate, such as occurred in Jamaica 
and Sri Lanka, any departure from historic 
commnitments to provide basic necessities at 
low prices carries political risks. It is also 
widely held that gradual changes undertaken 
at the beginning of a decade in anticipation 
of the lrobable economic situation in the 
mildle may prevent the need for more 
abrupt changes later. 

The incidents related here demonstrate 
the difficulty in reducing the total subsidy 
bill by simply raising either the ration price 
or the regulated price. !n recognition of 
these difficulties, discussion has centered 
oil which items should be changel and how 
to make such changes more palatable. One 
suggestion proposes a gradual elimination 
of subsidies: say, an annual reduction of 20 
percent over five years. Other approaches 
recognize that wheat flour and bread have a 
central role in food purchases and may 
require a lifferent rate anl degree of subsidy 
elimination. A different policy for domes
tically prolucel commolities than for im
ported goods has also been proposedl. 

In lieu of an arbitrary timetable, some 
economists seek to link elimination of sub
3idies to growth in GNP or in wage earnings. 
Productivity growth would probably be in
chided in such a plan. Another proposal i-. 
that the government place a ceiling on the
growth of the system rather than reduce 
subsidies. Subsidies would make up a smaller 
percentage of the national account as the 
economy grows. It also has been proposed 
that the subsidy bill be reduced by targeting 
the program. This could be achieved by limit
ing the number of recipients or the foods 
that are subsidized. 

Recognizing that subsidies supplement 
wage incomes, especially in the public 
sector, li oposals to compensate workers are 
frequently offered. To prevent a decline in 
real incomes, the government could raise 

6 i.- y.pth Gazette. October 12. 1980.n61 The opmtions inder liscumssionm here are colle( ed from papers and stitemelits from the Economic Conference. 
Cairo, I:bruarv 13-IS, 19112,nd personal comnmunications with experts o;i the subsidy' issue during Januar-April1982. in partict,lar: Ismail ladawv,. dteptm minister of the Ministry o' Econon ; Ahmed Abdel (G.,affar. firstunidersecretary of the Ministry of Supply and Iloine Trade; Mostafa li.Said Ibhrahim, vice (lean and professor ofconomiics. Cairo tniversiN( Saad Ilarghout. undersecretary of the NIinistry of Lconorny; and Ibrahiin Ilelmi Abdel
Rahman, economic advisor to the government and chairman of the Economic Conference. 
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wages for public employees and increase 
minimum wage rates. Private-sector earnings 
would also need to be considered under 
such a program, and therefore the govern-
ment would require appropriate instruments 
for influencing the earnings of artisans and 
self-employed merchants. Alternatively, the 
government could achieve this end by allow-
ing the market to determine wages in all 
sectors and by indexing lump-sum transfers 
from the treasury to prices. Unlike tile 
proposal using wages and prices to determine 
subsidies, this strategy allows for a more 
exogenous determination of subsidies. I-low-
ever, it is argued, this linkage is potentially 
inflationary. A more indirect means of mod-
erating the burden of subsidies is a proposel 
program of investment in housing, which 
would reallocate some of the previous sub-
sidy budget. 

These reforms do not require any sub-
stantial change in the method by which 
foods are listributed or their priccs deter-
mined. Other suggested reforms are designed 
to increase the flexibility of the food system 
and to allow for markct-determined prices. 
These proposals include agricultural pricing 
policy. The food subsidies include not only 
the import costs of subsidized items but also 
the opportunity cost of items such as rice. 

Food stamps have been discussed as a 
means of retaining benefits currently attrib-
utecl to the subsidy system while shifting to 
a market letermination of food prices. The 
stamps would be for specific commoditas 
but would be freely negotiable- that is, 
they could be traded or redeemed for cash. 
In effect, then, they could be a variation of 
the earnings inlexing described above, but 
a food stamp program could be designed to 
closely resemble the current distribution 
system. Various means of phasing in the 
transition to market-determined prices with 
food stamps are being considered. The 
possibility of limiting the coupons to a 
subset of the population is also being 
discussed. 

The effects of these and other proposals 
on the Egyptian consumer can be fully 
assessed only within the context of the 
current marketing and production system, 
including the ration system. In addition to 
its primary function as an income transfer 
system, the food subsidy system is a major 
component of the government trading system 
and a means of coping with underdeveloped 
marketing channels. An alternative proposal 
for reducing government expenditures for 
subsidies would improve the efficiency of 
the system by cutting handling and waste 
costs and by improving management and 
technology. 

There is almost no disagreement among 
leading Egyptian government officials and 
economists that the food subsidy and ration
ing system i.cci, modification. The argu
ments concern timing, phasing, and selection 
of instruments. Political considerations 
make a gradual adjustment of the current 
system more likely than a funclamental 
change. 

Research Needs 

The first question that needs to be 
addressed in any comprehensive study of 
food subsidies in Egypt is, "What, if anything, 
is the problem?" To be sure, Egypt's economy, 
like most others in the world, is experiencing 
a number of strains, but the extent to which 
current food policies contribute to the prob
lem is not fully known. 

Questons at the Macro Level 
Research on the following questions 

offers potentially high returns.L 
What is the effect ofsubsidies on inflation? 

Macroeconomic modeling could elucidate 
the effects of subsidies on domestic money 
creation, taking into account both dlomestic 
borrowing to meet the deficit and the draw

62 A nmiber of macro models for Egypt exist. As in any complex molel, tile ones on Egypt inclidea niumilber of 
assumptions that are subject to discussion. For example, in laylor's Keynesian model, the resulls appear to he I 
consequence of the assunption that government investment and consumption are fixed. To a large degree, this 
assunption determines the deficit antd hence the niational income. See" iaytor, "'Food Subsidies;" Lance Taylor,
Macro Models for l)eveloping Countries (New York: Mc(;raw-iill. 1979); R. Eckaus, F. McCarthy, and A. Mohie El-Din. 
"Multi-Sector General Etquilibriumt Policy Model for E-gypt," )evelopment Research anti Technological Pla nning
Center, Cairo University no (late; Eckaus and Mohie El- [)in, "Consequences of Changes;' and Y. Boutros-Ghtli andi 
Lance Taylor, 'tBasic Needs Macroeconoinics: Is it Manageable in Ihe Case of Egypt?" Journal for Policy Modeling 2 
(September 1980): 409-436. 
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down of foreign exchange. Related issues 
are the effects of subsidies on wages and the 
potential effects of wage subsidy linkages,

What is the marginal impact ofsubsidies on 
government spending? In macromodels that 
take government spending as exogenous, 
the marginal effect of the subsidy bill may
be buried in assumptions of alternative 
spending. The short- run impact on aggregate
income will be influenced by the degree to 
which savings in subsidies translate into 
smaller deficits. In the longer run national 
economic growth will be influenced by the 
marginal propensity to invest rather than to 
consume out of the subsidy savings retained 
in the government sector. Such questions 
are policy oriented and do not lend them-
selves to neat estimates, but narrowing
(town the range of uncertainty will help in 
modeling effects, 

The investigation of the trade-off be-
tw :en current public consumption and cap-
ital expenditures may include the economic 
costs of raising revenues. If the ability to 
raise revenues is moderately costless or if 
the marginal returns on investment mre low 
due to bottlenecks, the competition of in-
vestment and consumption claims on the 
government's budget will have fewer con-
sequences than otherwise. 

What are the effects of foreign exchange
requirements on exchange rates? This issue has 
been addressed by Grant Scohie.63 One 
question is whether consumption goods, 
investment goods, inputs crowdedor are 

out by the imports of subsidized food. 


Questions on the Agricultural Sector 

To whatdegreedoessubsidy policy establish 
const3ints that determine agricultural policies? 
The effects of agricultural policies have 

been, and are being, thoroughly studied, 

but, given the complexity of government 

objectives, investigating the linkages of 

policies may reveal options not obvious 

when each policy is viewed in isolation. 

What are the effects of the subsidy bill on 
investment in agriculture, both in government
and in the private sector? 

What are the resource allocation costs result-
ing from a food policy that applies different 
instruments for regulating and directing production 

63Scohie, Government Policy 

and marheting of various commodities? Simi
larly, if the product mix varies by farm size, 
one needs to know the distributional effects 
of these instruments. One would want to 
model the indirect effect of the subsidy 
system on producers' allocative decisions. 

What are the allocative efficiencies of the 
implicit and explicit subsidies? Consumers, of 
course, maximize according to the prices 
they face. This may be within the consump
tion frontier of the society in general because 
the economy must bear the scarcity costs of 
the consumption bundle. As an illustration. 
one such issue is the allocative costs in
herent in a wheat/rice price ratio that differs 
from the opportunity cost on the world 
market. 

What costs are inherent in nonprice allocation 
mechanisms? Because no marketing system
is without friction, there are search costs
both in time spent in obtaining information 
and in waiting in lines when commodities 
are scarce-that reduce the net utility of a 
purchase to a consumer. This may be a dead
weight loss to society that results in reallo
cation of purchases in a manner not directly
predictable by price and income information. 
Such a model would require observations 
on the actual marketing behovior of con
sumers, including the channe! of purchase 
as well as the commodities cl'.osen. 

Welfare and Distribution Questions 

What are the welfare effects of the quotas?
Are the authorized quotas regressivea or
 
progressive 
 system of resource transfer, 
compared to other market mechanisms with 
or without programs of income transfer? 1,
there any systematic pattern of deviations 
from regulations that hinders a group of 
consumers fron obtaining regular access to 
authorized deliveries of subsidized goods?
Similarly, is there equity in access to bread 
and flour as well as to commodities at regu
lated price levels? Such equity transfers can 
be approached as absolute values of implicit 
transfers, transfers as a percentage of income 
or consumer surplus, as well as other in
dicators. A greater degree of disaggregation 
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of data on purchases than is currently avail-
able must be obtained for any (detailed 
analysis. 

What are the nutritionalimplicationsofany 
change in subsidy policy? Reallncations of 
household budgets and government spend-
ing may mitigate the welfare loss from rising 
food prices, a process in accord with alloca-
tive efficiency. But the nutritional con-
sequences of the reduction in food intake 
depend, in pait, on the size of the reduction. 

What are the effects on equity (ifalternative 
inflation scenarios? The fact that the current 
system holds certain prices nearly constant 
in nominal terms may inlicate a shifting of 
the burden of inflation to specific groups of 
consumers. Disaggregation of price indexes 
is the obvious starting point for such analysis 
but, again, this requires new data. 

What are the effects on equity of raising 
revenue to support the subsidy bill? This issue 

is related both to the effects on national 
savings as well as to agricultural policy. To 
be complete, a study of the net welfare 
effects should ask whether the source of 
spending is neutral or is borne dispropor
tionately by a subset of the population. A 
related equity issue is the trade-off between 
generations. What burden is being placed 
on future generations-in forgone growth 
as well as in national debt-for current 
benefits? 

Obviously, the political issue3 are far 
more complex than the issue of food subsi
(lies alone. However, a deeper understanding 
of the issues 1ivolved in the management 
and planning of subsidies may allow mod
ifications that achieve the goals of the 
system with less sacrifice of other goals of 
the economy. In order to improve such un
derstanding, IFPRI is currently analyzing 
some of the questions raised above. 
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APPENDIX: SUPPLEMENTARY TABLES 

Table 18- Monthly quotas of rationed food commodities by selected govemorate. March 1981 

Sugar 
Rationed Regulated

Beans 
 Sugar Sugar

Rice' Rationed Oil Regulated Oil Rural Rural RuralGovernorate Urban Rural Urban Rural and Lentils andUrban Rural Urban Urban andRural Urban Urban 

ikilogranis) (grains) (Kihlgrnsl (graIs(Kafr-El- 5 c(ard 2 card 300 150-600 100 ISO I Iard NoSheikh No 750 750person person, person person regularS1111 l) reguilar plerson personsuptp
Sharkia I person No 30) 150 10015 

\ 

I1 ar(1 I C'lr No 750 750regular lerson pe(rson p~ersoll personStiplph regul'r )erson person
Xlenia 6 carld 4 card 

sulplh

300 I50 na. I50 (i rI I card I cIrl 750) 750 

person p~ersoniAs\ tit 4 card 2 card ptersonna. ]so n.A 150 PIersI}l personI tard I ard I ('ard 750 750 
QeIa I person 0.5 Ierson pe(rson300 150 150 130 I11(at I cald I card 750tpersol person750 person liirsin lersoCairo I person n p)ersol lersonIII person 430 450 No 111111t No init I Idrl I Jld (.Ir 

person lerson 
cad 750 No limit 

Iperson personIsmailia 1.5 15 700 700 70)0 700 person
Suez 2 (ard 1 5 (Ird 1 5 'drd 750person persoln Iersnl Ierson n 750lerson Ierso prs ersoPort-Sa d 


r n
 

Source Conversations Isith staff 
of regional offices ot (he Egylptian %linisr\of SupIpt \ ,1111 I tome Irae.
 
Notes. The prices ol these clnnlollitie s ere for r ie. 
 5 pia sters per ki lograin* for ru jTIll.ed 0i. I0 l)lsters ier grmnn for regllated oil. 30 piasters per gram;* or heals. I0 piastersper kilogr In: for lentils. I I piasters )e'r kIogran. for rationedl sugar. 10}Iahsters p.: grain. flr regulatel sugar. 30 piasers per grain. %\heren.a appears, the figure was not 

a allhle.
 

The ration for those ill coastal areas was 450-600 gratos per pernson: I llother rural areas it i\as 150 grains per person.
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Table 19-Quantities of rationed and regulated sugar, tea, and oil, 1975-80 

Sugar Oil Tea 
Percent 
 Percent 
 Percent
Year Rationed Regulated Total Rationed Rationed Regulated' Total t 

Rationed Rationed Regulated Total Rationed 

(i .000 metric tons) (percent) (1.00 int-tri tolis (percetnt) (1.000 CtTletrttonS) (percent) 
1975 328 1 365,S 6936 47 127.7 17q 168It 76 169 18.6 35.5 481976 342 1 4082 7-503 46 1293 15 4 1726 75 17 5 20,1 37.6 471977 352 1 457 3 8094 43 1326 21, 1824 73 178 194 37.2 481978 358 1 5307 8888 40 135.2 305 1924 70 183 186 36.9 501979 3568 4889 845.7 42 133.2 37.5 1964 68 181 18.2 363 501980 3388 6902 1.029(0 33 129.5 549 21404 f1 174 174 34.8 50 

Source Lgs Pt. %linist. of Sutpplsl and Ilom trade. (tl-titllished data. 

This is first qualit, oil,
 
This inclutfdts
rationed and tegulote(d oil and first- and thirl-qualit, oil for shops ThIrtqualtts oil cdn 1he' tomeerted to a lirst-qualilm equivalent bV dividing lh%1.14. 



Table 20-Tamween shops, cooperatives, and registered ration books by governorate 

Tamween Cooperative Average Number Number of 
Shops Outlets of Ration Books Ration Books Number of


Governorate 1981 1979 per Tamween Shop 1981 
 Individuals 

it .0))
Calro 1.762 750 
 672 1.183 5.537
,\[\,nd 1i,1 190 451
I196 
 539 2.476
I'orl-Sdid 130 
 111 555 
 72 316
lsmdlll 254 
 62 339 86 438
Suez 92 23 500 
 46 231

DnIlnietll 524 80 238 125 622
Kal itli,i 1.069 132 311 
 340 1.652
MiutiUfhl 1.539 137 
 249 3113 1.817
(ldilrl)a 3.433 388 
 151 517 
 2.426
Kafr- EI-Sheikh 1,283 1135 
 215 275 1,451
helier 2.617 192 186 
 487 2.595Slhrkitl 2,4911 112 
 21I 545 2,628
I),1kdih1 2.738 4111 
 225 615 2.957
(ila 2.171 375 223 
 485 2.413 
Id} jm 1.051 211 
 227 239 1.154
Beni-Stml 1.0311 121 224 
 233 1.111Menh 2.962 1f16 151 447 2.017
As ti 1.164 119 
 1116 346 1.711
Suzhdg 1.894 120 
 1130 
 340 1.767
)Qeii 1,261 152 269 
 339 1.637
As%,mi 553 
 241 243 
 135 647
Red Sea 31 10 426 13 64
N(% VaI h" 65 13 1,411 92 19

Mdtruh 67 15 
 315 
 21 137

Silhli 115 
 3 1.251 106 711 

lotwl 32.167 4,3 1-I 
 9.423 7,144 37.976 

S(tr(es UliullisheI ilafr lon the Egvi)pi,in iitstr of SUippI ,l Ialn l e'radhi, ('ellral Union 
(0'uiprd IVes 

Table 21 -Producer prices of selected crops, 1980
 

Governorate Wheat Paddy Maize Sorghum Beans 

(I.E Ion)
Beherl 767 11.3 127 1 
 1dI1.6(ilarbi'm 117.3 111.5 1314 
 lid. II. 1

Kdlr-.Slhvikh 813 111.4 11M7 ia. 11I19
I)ak,)ldia 114.1 1113 1136 
 ,t. 1935
I'1,neleth 111.3 11311 
 12711 I1., 208.4

Sh rk.a 77.3 
 111.3 117.9 n.d. 190.3ISlndlid 116.7 ... I 17.9 ia. 1117.1M utl htlfi 6 7 
 I 1.11 117.1 n~ .19 15 

Ka tltibia 112(1 
 76.7 125.7 u . 193.5611",1 80.0 80.3 127.9 11)1.4 2011.4
llni-Stiel 1)0.7 120.7 97.1


I dayuii 1101.0 78.3 124.3 
2206 


100.7 219.4,enii 911.7 1 1.6 124.3 95.4 193.5Asytni 100.9 .. 130.0 111.4 205.2
Sulhag 1(16.7 135.7 125.0 2129

Qen,11 1011.7 138.1 127 II 1935

As,'Imi 100 ( . 135.7 125.0 193 5 

( enem l wdverdgi, 111.0 8B.3 
 I 19.4 111.6 199 3 


Soui(: Egypt , Ministry of Agric'ultiure, Uiiunpulishei dlat,. 

Note: Where tm.a.appears, lhe figure was not ,vallahle. 

Households
 
Registered
 

at Their
 
Workplace 

69
 
511
 

3
 
1
 

3
 
10
 
,14 
10
 
19
 
a 

20
 
13
 
3
 
1I
 
6
 

12
 
39
 
39
 
29
 

1
 
0 
1
 

I
 

51
 

tr C(lsunmers' 

Lentils 

n.d. 
d. 

11.A. 
l.d. 
.a. 

n. 

ha. 

I.i 
ni., 
a. 

3125
 
2115.9
 
312,5
 
3063
 
3163
 

294.4 
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Table 22-Wheat and flour production, imports, and consumption, 1970-80 

Wheat Imported Flour 

Year Production Imports Consumption Imports Consumption 

(I.001 nieiric to1sl 

1970/7! 1.516 2.207 3,338 260 581 
1971/72 1.729 1,992 3,506 569 553 
1972" 1.616 2.082 3.739 432 541 
1973 1,837 2.534 4.060 459 546 
1974 1,884 2.739 4.300 600 557" 
1975 2,033 2.939 4.473 702 646 
1976 1.960 2.822 4.743 639 679 
1977 1.697 3.392 5.069 764 11I 
1978 1.933 3,974 5.425 1.145 967 
1979 1.856 3.382 5.519 1.097 1.079 
19110 1.796 4.351 5.J29 1199 1.142 

l)t.
Source: I.:g MinistrN of Sppl an iHone riTde. iio1uflilishei ifild 

" Imports adl cosutilili)tion of importel flour in 1974 included 145.000 tons of 82 percent-extriiction flour. In 1975, 
58,000 tons of thisflour isereimtported. Allniher fluur imports ivere 72 percent-extract ion flour. 

" lfhe ' ('c)iin isfisc',l elr did tl,€ i lt t(.cileiii(,ir Near Ibefore 1172. 

Table 23-Production, consumption, and exports of rice. 1970-80 

Rice 

Disbursement 
Through the Village 

Paddy Ministry Rice 
Year Production of Supply Consumption Exports 

(1.000ititri tons) 
1970/71 2.604 187 819 646 
1971/72 2.534 199 912 539 
1972' 2.505 2112 926 493 
1973 2.507 354 976 306 
1974 2.272 447 8117 172 
1975 2.239 436 900 100 
1976 2,4111 553 787 22ff 
1977 2.352 537 ff15 200 
19711 2.272 524 795 154 
1979 2.350 523 819 175 
198I 2.511 616 ff36 100 

Source. Igpri, .Miistr\ of Siip l \ ,tid IHom Irie. uI llished d,,it 

Notes: The .ftiistrN oif Suppl trels ile Iei eiliier rice harvesl 1spart of tIhefolloing \'ear'sirodicion. This is 
consist,.,, its utnerest but ifflers [roin ti' ,,gricultur, Ne,r used by the Ministry of%sith in (onisiiptii, 
Agrictiliure For 'i\,inphl.\finisr, of Agri ultiure reporls tih1980 hrt' istI 1980 r.hereas(lfi 'ropyeal 
the Niiistr of Sulpl rtlioris it is 19111. 

The fiscal year did not coincide with the calendar year before 1972. 
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Table 24-Production, imports, and consumption of lentils and beans, 1970-80 

Lentils Beans 
Year Production Imports Consumption Production Imports Consumption 

(1.000 inltrittons) 

1970,,71 
1971,,72 
1972' 

33 
50 
54 

7 
12 
7 

58 
61 
61 

277 
256 
361 

26 
II 

267 
206 
243 

1973 62 13 65 273 201 
1974 
1975 

SI 
39 

13 
53 

62 
112 

234 
234 

22 
110 

294 
312 

1976 
1977 

38 
23 

68 
50 

89 
75 

254 
270 

112 
26 

296 
239 

1978 
1979 
19HO 

16 
9 
7 

49 
58 
61 

87 
72 
63 

221 
226 
213 

18 
33 
37 

285 
251 
247 

Source. Lgqlt, MIinistry ol Suppl\ Ind looI r,.de. unl)uhlished data. 

' The fiscai year (lid not coincide with the calendar year before 1972. 

Table 25-Production, imports, and consumption of sugar and cooking oil, 1970-80 

Cooking Oil Sugar 
Year Production Imports Consumption Production Imports Consumption 

(1.0(00 inlli" Ions) 

1970,71 121 132 226 576 526 
1971 72 1 1111 236 578 ... 566 
1972' 136 125 263 577 
1973 135 126 260 572 ... 

577 
608
 

1974 1311 151 291 
 530 10)3 604
 
1975 95 219 205 502 222 694
 
1976 85 188 294 580 246 750
1977 90 227 328 618 202 1)09
19711 86 273 366 573 3310 889
1979 96 292 3114 602 258 846
198( 106 264 411 5115 515 1,029 

Source: Igypt, linistry of' Supply and IhomelrTde, tllptilishel data 
The fiscal year did 'iot coincide with the calendar year before 1972. 
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Table 26-Ratio of the distribution of selected commodities in 1980 to their 
distribution in 1978 by governorate 

Regulated
Imported Rationed Rationed Regulated Cooking

Governorate Wheat Flour Rice Sugar Oil Sugar Oil 

Cairo 
AhI\dndra 
Port-Saud 
Ismailia 
Sue 
I)alnieilthl 
Ka'lyuhia 

1.043" 
1.004 
0.900 

. 
(943 
0.969 

I O I 
0.920 
0.786 
01111 
o.724 
I 2842 

(.1)5 

0,734 
079) 
0)95 
01161 
0(82 
0)726 
1089 

01)4 
0.920 
I),14 
I 014 
I 133 
(0934 
1007 

0()1 
0978 
I 090 
0.30 
IOM 

0 H911 
1.002 

1.004 
1 252 
1.153 
1.365 
I 2H3 
1.390 
1424 

1.341 
2,049 
1.2111 
2.723 
1.7511 
1.276 
2.079 

SInula 
Gharlia 
Kalr--I-Sheikh 

0(114 
1.200 
1,170 

I. -;3 
1027 
1203 

I (09 
0)993 
1131 

w)70 
0 )96 
0 11918 

1.019 
0,961 
1.106 

1.670 
1.435 
1.417 

2,912 
1.42(1 
1.921 

lBeher) 
Sharkia 

akahllia 

1.069 
1020 

0,913 

i. 139 
1-194 
I 38)3 

I 000 
1.012 

0 926 

1 177 
0881 
((920 

1 
0.966 
0,9)) 
1.911 

1.663 
1,395 
I 349 

I.959 
2.)106 
1.7111 

(;i .. 01163 1002 0.975 1.934 2.279 
I'I un 
lIhni-Suel 
N1l1jei 
Asyu 
Suhag 

1327 
1.1911 
1,052 
1.143 
1294 

1026 
I 195 
1.023 
(.2.7 
(.739) 

0991 
0();52 
0.961H 
ow) 1 
1.1133 

0.991 
0.951 
0940 
(.( 7 
(1197 

01166 
0.940 
0.842 
(11)114 
1026 

1.720 
I 430 
1.58)0) 
1457 
I 711 

3.1051 
2.427 
1.8)71 

16.1105 
3.049 

(vln, 
Aswan 

1262 
1.323 

1.009 
0.592 

((72 
1 (57 

11170 
1.162 

0.920 
LO.I5 

1,591 
1.444 

2 179 
1.004 

,Ialruh 
Sinlai 

. . 
. • . 

(.525 1030 
3 530 

(A 17 
801 (1 

063 
5.1)I1 

1.376 
'9.020 

2.21 9 
6.571 

Red Sea ... 1743 1.O016 0963 1.O718 1.250 
Nev','Vlh,' 5.451) ,- O961 I 024 0.956 1451 1.545 
Tohwl 1097 1.17 0.0161 0.945 095) 1.311 1.102 

NinisirN, ol Suppl ', and H omne '1(Solnr4: [-g'ptl, . ')e:mb(ll (Id(IIta. 

this " 
Hit figures for Mhea ,ind imp(Ortwld flour for(,.,,are intlu1((4I in thO iglreS forCairo. 

Now: *I1 dhla usedImor hIle inclue l,'. ispo;lIed I(el\en orn(rats. 
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Table 27-Availability of cereals by governorate, 1980 

Cereals 
Production 1980 AvailableRoct Procured Animal Feecd Net of 

Rice Paddy Procured 
Governorate Wheat IPaddy) Maize Sorghum 1980/81 Maize Sorghum Rice" 

(Ililt'lic
tfoils)
 

h '\,Inuth 
I11hwraI 

4.731 
181.( 59 

12,1)) 
43').) 54 

I 15.507 
324.6025 

6.9)75 
240.133 

12,01 I 
251.5114 

12.251 
388.880 

(hirh 128.3 1') 239).3)3 276.37') 127.9711 214.194 ... 264.152 
Kah-1EI-Sh(eikh 134.6)+ 514,500 152.4011 227,451 1111.163 361.3513 
I ldk,lhll 
IDlll i 

I14.9)4 
13.417 

0,1,.100 
122.135 

1115.65) 
16.003 ... 

312,)906 
59,1173 

143,186 
12.449 ... 

459.897 
58.709 

Shalrki 36. 106 357.1113 421.591 .. 171.5311 326.733 455.346 
IIIIlilli 
sil / 

I().1115 
1.424 

10.382 
380 

10.496 
3.229) 

.. 
. 

4.221 31.3H14 
2.512 

21.375 
2.406 

M\lintilId 101.736 610 301,116 . 3211 279.165 1116.399 
kIN lild 46.10711 7.15i I 59.603 . 5.1108 123.692 113.425 
( alto 715 323 4.505 . 3.49)I . 1.945 
Si,',l 
liill-Stl-I 
I.1\ 1n11 

211,119 
0,.271 
80.63') 

7(,6 
164 

35.013B 

201'), 12 
241.1153 
122.751 

6.399 
'9.019) 

5 l,231 

751 
II5 

23,193 

102,0O31 
1117,431, 
'15.137 

4.9)40 
7,124 

45.726 

70606 
122.79)5 
135.69) 

MenIhil 133.349) 2(00 317.5112 7.802 156 3011. 12( 10123 224.611 
YJ, l 145.16.1 '(M".431 212.723 77.037 10.222 216.031 
Stlllg 
IQ1in 

153. '169 
1(6.l1 I.1 

105.411 
77.116 

203.0(106 
67.0('92 

I 1.614 
01,1.33I 

2113,1141 
52.25811 

236878 
139.763 

1ll 1 .98 I5.90') 16.569) . 12.329 12.7'1) 26.344 

Soilni Cetllr Agi'n f(or PtUhll \thhll111z ,lli alld Statisti,, (CAI'MAS). iliptiblislied dat 

Slite lilinisI l i dhilltii ,is hmho, si ligi+s for hill l lsiCoslulptlion fldili lii sorghtmt iiirthkel Irol 
Otw CAPMAS falnil\ luIget ston', eN fIT ('164 65 1l9i{ illine oi stttption during tiit Iwritod 1964'65.('174 75,1111 ill 
1974.75 %%as Ito I'111(1A rdtio ofi hlimiihir lotnsimtitll t) toti,1l produtloil is ( alcuIltld fo r ilt iholed.\trdpolteI
cOtlllti) Ind 1]sf-,dtot {,slll iv(the shalre ofi mallll fee'd ill loltl so}Tghtim ,andl ln i/V 

Si hes. igur s lit ldtiI h( iili.og lilt ligltes for%%tin irIihieIt, ( . /, ll s)rghnti Iht ,,mn'l-tiolrs io llh figures for 
~rt 'd Iwdd\ mid thenl subtIractlin~g (liv suml of1hed nil/e ,and Iced1 srghll. 
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Table 28-Number of bakeries by governorate, 1981 

Balady Bakeries Afrangi Bakeries Shamy Bakeries 
Number 

per 

Governorate Number Production Number Production Number Production 
100,000 

of popu
lation 

(Iletric
tolls '(La ) 

(Inetric
Ions. dd\) 

(llteric
tonISA('N f 

Cairo 519 1.527 411 366 40 45 17.5 
(iza 
Alev\adirim 
Malruh 

290 
447 

19 

633 
652 

16 

143 
164 

2 

149 
1711 

3 
57 
I1 1 

68 
17.q 
27.1) 
23.4 

Ghatrhii 123 244 124 51 ... 10.1 
Belieti 100 116 24 26 l(O 112 8.2 
Kair-lI-Sieikh 
M IunufiJ 

13 
143 

1() 
229 

5 
41 

3 
34 

61 
... 

4q 
.. 

5.4 
II 

Kalyubia 198 409 66 61 16.0 
Sharl, 157 350 11)6 99 16 17 10.6 
)Dakahlha HlO 109 27 24 94 156 681 

I vtt 22 22 ... ... 53 77 12.1 
Port-Sid 
Istuat mi 

3 
39 

4 
73 

15 
26 

37 
33 

46 
I1 

1(4 
16 

20.2 
17.3 

Sue/ 31 75 29 32 2 3 26.8 
I:, I 1 97 149 17 II ... ... 9.8 
Bieni-Suel 159 262 16 15 ... ... 15.7 
Menia 461 5610 32 38 4 5 24.6 
Asyut 225 262 19 . ..... 14.3 
Net-.Valle, 6 10 3 I ... . 474 
Suhag 167 2211 19 17 ... 10.5 
Qeta 54 91 14 22 3 5 4.3 
Aswan 55 116 14 14 ... ... 11.7 
Red Sea 3 5 ... ... 7 6 15.6 
Sinai ....... 6 12 7.7 
Jotwl 3,411 6.131 1.317 1.221 491 684 13.7 

Source: Egypt,) Ni of Supply nid Ilione Trade. unpulIished data. 
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Table 29-Area, domestic production, trade, consumption, and degree of self
sufficiency, major crops, 1979-80 

Degree
Domestic of Self.
Crop Area Production Trade Consumption sufficiency
 

I I.O01( 
he'hl~ls) (I.000 tolls)tric" (ierceoit) 

Whet 1,35) 1,.26 + S.1651 6,991' 26
 
Ri(v (mnlhtd) 1,W6 1.640 ...
145 1.495 l It
 
xi4i/4 1.1196 3,08S 1-709 3.794 
 III 
Sorglhul 409 639 639 100 
Becms 2112 250 +32 282 89
1('ltl]ok 19 8 "467 75 II
 
Sugar 24) 665 4355 
 1,020 65 
%'g-et.1bh ' oil ... 125 +274 399 31

Meal ,lI jltl 454 4 149 603 75
poiltrt, 
COIN 11 1.145 507 -150 357 142 

Ict'iij~o ,n 1.010 
Peranenl' ti 1,734 

Soour( Unpubdlished data frolMthe,lF1gNl)ti-111 AgIrictlltte mid(SuppINl~and1{ , f~lront tilevs .Mlirstriv.s oif Hom ra(, and[( 
lliRtst',Itrli 

ti;mrtI tih'. (Ato ih. . lnnutal itt ont Rtpomrt ((,int l.uiilass) , (i '4' t' Agrtiulturalt 

]lnlittiltol Agri(ultiral ['itl)O " i C1 tit(),1S.I[)t'I)rlltm 'mt ofAgri lluirt. 1 tiu, (fll ' igritul-
A.gkrichturaI US o 


Atta(l-',
19fil)-n(1 Willhmo(ml t p.A.lniitirmlt SIM[ Workilng Plalerink Worldot 

Nit 3IM (Washington.1)1. Iott'ntioltl Banzk Ior R(tuoistrU(itio mid e)e''lopmn'tl. Aptril 19110). 

,Not's te figlrets il lii', ' t' iligurs are expiturts it't lif niett 1h, 414't Ivr-, igvsl.Ihe (tt ''. imnlpotrts if 

" lhese,figuivs III(1(h.lfhlo III equitlgrainl lV llt.
 
]t i(- Ii,i refer to(t hot
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Table 30-Agricultural policies, prices, and distribution, major crops, 1979-EO 

Agricultural Policy Price 

Acreage Fixed Market World Price Government 
Crop Procurement Quota Plan Price Price at Farm Gate Distribution 

t 1.00( (percent (1.000 
imetric tons) of vield) (feddan) (l.l'I/etric tol etric tons) 

Wheat 20B l ."1' 1*38
h 

70 76 I57 5.570' 
Rice (milled) 
1 ie 

779 
...... 

50' 1.100 
1.761 h 

100 117' 
98 

2311 
142 

581 

Sorghumt 94 134 
Beauis 75 25S' 300 145 172' 243 95 
le'ntils 3 33'" 40 243 301' 441 64 
Sogar 665 100 290 I 5' 13,51 4113' 938 
Vegetahle oil 
Meatt ald poultr', 

... 

1mI ,ll1 2,20 
(
)' 

4111 
1.5481' 

398 
518 

CtOtto" 507 .101,301 3306 ... 
Ilerseen 
"l'elOdrirt 
Pe~rmalnent 

. .... 

..... 
I.7 0'
1,700 

i 
" 

9 
9 

...... 

... ... 

Soures: Unpuhlisbed dai froit Ito( Fgylptian Miiistries iofAgriilllti, 'Ind Sippl' ,I lf Ilm' TrehV dnldfromln the 
Institute of Agricoltiiril Economic Rsedirch ilCairo U S.Iepartmelt of Agriculture. Office of ileAgricul
luralAtllthe. (',l). lnlirio mltuiriittrralSlituoion Report (Ciro U S. I-iodss,. Ottice of the Agricultural 
Attiie, 1981), 1id W iud ihi.licultural I'rn' Mianaqgeent inF-h'pt. World Batik Staff Workinrg Paler 
No 31111 I Inlerihdtihil Bairk for Rveionstictioi I).velopilent. AprilJW,ishinglto,1C nt ant I980). 

Notes I' Iigures inIthis hilb,ire aeragesItoi-',l Vr 


A delier' qloit t,1SloilN fothei 1962 relorii lirlns.
 

Ihis crop i%,Is110Ilildlned strictly.
 

This figot, i lodes floor illgrain ciluialent.
 

IIheqotli dillrs b rlegion. It is ,inilisolrt ,ilouliit l(%,ich only in old
 per fvhhn is abuut 50 percent of the','iel) 
lands
 

I hisfigur is es un,1tid froirtheilrthitN iprocured
 

This price is forsUgirCiit,
 

Tbis I)1ice corresionds to I il1 %eightat tire slaughterhouse (fixed price 1980).
I.E per kilogram lift, 

lhis is ti' price forseed colttoli (ain'Werige for ill varieties). 

This is tirt firi gite price %ithout lte fied price for tilequantity procured tnder the quota. 

This is lheestililaild reit lrir'. %%hithis ili price of lilalo ind (atile ,ittheir dressed weight. 

This is tie piwCe offroien beel at the fain gate equiva,lent. 

This is liteprire forll i(ioioi. iulVrit'-d to seeuid cril(iil eqiillelits 

Table 31 -Market prices cf rationed and subsidized food in the survey villages, 
Sharkia governorate, March 1981 

Village Flour Rice Oil Sugar Beans Lentils 

1lpiasters, kiligra i) 

tIeliaiia 
Siladiul 

i.IO 
6-Il 5 

211 
15-201 

40-70 
30-70 

33 
30-41 

31) 
25-41 

.in-40 
25-35 

lishi, II. 5-4 15-20 60-70 35 25-30 25-35 
FI rioiii 12 Ii 35-70 3(1 30 71 
Al (thu islihiu 10 20 30 35 30 
Al Iihiaaiiiloul 
Sholihak liashl 

I0 
IO 

25 
15 

40 
3(1 

31 
10 

45 
30 

6(0 
30 

Slilii 12-15 Is 60-70 30 65-70 
N akairei II-I5 I 5.20 40-60 3( 30-41 60-70 

Source: Data gaihered in a survey of villages. March 1981. 
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Table 3 2 -Regulations for the distribution of rationed food in the survey villages, Sharkia governorate, March 1981 
Rice Oil Sugar Beans Lentils 

Village Quantiy Price Quantity Price Quantity Price Quantity Price Quantity Price 
(kg (pliasters.' (g (plasters (g (piasters (kg, (piasters (kg,farnih) (piasters/kg) person) kg) person) kg) fainl I kg) family) kg)Telbana 1 5.5 150 12 750 10 1Saadana I 12 05 125-6 150-300 7-16 750 10Menshea 1 1 8.5-12 0.5 125-6 150-200 10-16 750 10El BNrom 1 10-12 0.5-I 10-12I 5 5.5 150 10 750 7Al Cha~ashin I 5.5 150 

1 12 1 1312 750 Io 1Al Dahtaamoun 750" 5 15(I 12 0.5 1212 750 7 1Shohak Basta 2 10 I 126 15 12 500 7Shiba 1.5 6 2 10 I 12151) t0 750 10 INakarea 1.5 5-9 ISO 12 1 II10 750 7-10 I 12-15 I I-15 

Source: Data gathered in a surveN of killages. Marcl, 1981.
 
. This ftgtet, is inl grdn, 
 per trson. 

Table 3 3-Expenditure of farm households on rationed and subsidized food and purchases on the open market, Sharkia 
governorate. March 1981 

Rationed and Subsidized Food Rationed andTotal Susidized Food 
Rationed Food Subsidized Food Purchases on Market Food Share Share ofFarm Size Pulses Rice Oil Sugar Flour Bread Total Cereals Pulses Oil Meat' 

Expend- of Household
Total itureb Total' Incomed 

(LE ,ear household) (percent)Less than 2 feddans 2.6 1.1 3.6 79 18.7 12.I 46.0 157.2 7932-4 feddans 2.4 09 12.6 180.9 4300 476.0 9.7 7.02.1 6.1 19.3 36.0 66.8 461 58.2 15.7 141.9More than 4 feddans 3.1 07 31 5.3 6.9 250 
261.9 328.7 20.3 7.3441 117.4

Average 2.6 10 2.9 
531 6.6 323.9 501.0 545.1 8.1 2.96.8 17.7 2- I 55 1 103.3 67.1 13.4 178.2 362.0 417.1 13.2 6.7Sources: Data gathered in a sur%ev of villages. March 198 1: S. Rad%%an and E. Lee. "The Anatom, of Rural Poverr, Egypt. 1977." World Employment Programme. International Labour 

Organisation. Geneva. 1977. (Mimeographed.) 

This includes poutrN.
 
These include the rationed and subsidized food and purchases on the market included 
 in this table. Milk products are not included.
 
The produce of a farm %as not included in its totai.
 
The income figures ar- taken from Radwan and Lee. 
 Anatomy of Rural Poverty. pp. 3-7. TheyUn less than 2 feddans. LE 

; ere deflated by the rural cost of living index for 1977-80. They are. for a farm of659: for a farm of 2-4 feddans. LE 918: and for a farm of more than 4 feddans. LE 1.519. 
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