PN 200 224 $

Fer =

-2

EGYPTIAN PUBLIC FOOD
PROGRAM STUDY

Report on Task I—Egypt's Food Subsidy
and Rationing System: A Description

Prepared by
Harold Alderman
Joachim von Braun
Sakr Ahmed Sakr

International Food Policy Research Institute
1776 Massachusetts Avenue
Washington, D.C. 20036 USA

Under Grant No. AID/DSAN-G-0259, Project No. 931-1275.

Submitted to U.S. Agency for International Development, November 1982,



CONTENTS

1. Summary
2. Introduction

3. The Scope of Egypt's Food Subsidy
Program and Its Goals

4. Structure of the Food Subsidy and
Distribution System

5. Food Policy Decisionmaking

6. Effects of the Food Subsidy and Ra-
tioning System

7. Current Food Policy Options
Appendix: Supplementary Tables
Bibliography

42
59
65
76



TABLES

. Total public expenditure, 1970/71-

1980/81

. Trading operations of the General

Authority for Supply Commodities,
1970/71-1980/81

. Food subsidies as a share of gov-

ernment outlays and GDP, 1970/71-
1980/21

. Indexes of the volume of imports

and the distribution of major food
commodities by the Ministry of
Supply. 1970-80

. Development of rationed prices,

1971-81

. Major government bread specifica-

tions, July 1980

. Percentage change in consumption

and prices of wheat, 1970-80

. Distribution of major supply com-

modities to registered consumers
by governorate, 1980

. Percapita availability of cereals by

selected governorate, 1980

. Determinants of regional cereal

distribution by the national gov-
ert.ment, 1980

. Distribution of flour by selected

governorate, March 1981

. Per capita food consumption in

urban and rural areas, 1958/59,

1964/65, and 1974/75

20

25

29

43

45

47

50

20.

22,

23,

/!

. Food policy instruments applied

to specific commodities, 1979/80

. Subsidized food outlets i the sur-

vey villages, Sharkia governorate,
March 1981

. Average production, marketing,

and availability of cevzals and ce-
real products in farm households,
Sharkia governor-ie, March 1981

. Total calories from subsidized foods

in case study households, Sharkia
governorate, 1981

. Price increases announced and

rescinded after riots in January
1977

. Monthly quotas of rationed food

commodities in selected gover-
norates, March 1981

. Guantities of rationed and regu-

lated sugar, tea, and oil, 1975-80

Tamween shops, cooperatives, and
registered ration hooks by giver-
norate

. Producer prices of sviected crops,

1980

Wheat and flour production, im-
ports, and consumption, 1970-80

Production, consumption, and ex-
ports of rice, 1970-80

53

55

56

57

59

65

66

67

67

68

68



ILLUSTRATIONS

24.

25.

26.

27.

28.

29.

30.

31.

32.

Production, imports, and con-
sumption of lentils and beans,
1970-80

Production, imports, and con-
sumption of sugar and cooking
oil, 1970-80

Ratio of the distribution of selected
commodities in 1980 to their dis-
tribution in 1978 by governorate

Availability of cereals by gover-
norate, 1980

Number of bakeries by gover-
norate, 1981

Area, domestic production, trade,
consumption, and degree of self-
sufficiency, major crops, 1979-80

Agricultural policies, prices, and
distribution, major crops, 1979-80

Market prices of rationed and sub-
sidized food in the survey villages,
Sharkia governorate, March 1981

Regulations for the distribution of
rationed food in the survey villages,
Sharkia governorate, March 1981

. Expenditure of farm households

on rationed at.d subsidized food
and purchases on the open market,
Sharkia governorate, March 1981

69

69

70

71

72

73

74

74

75

Map of the Arab Republic of Egypt

1.

Marketing channels for subsidized
commodities

. Annual percentage changes in wheat

consumption, 1971-80

. Provision and distribution of wheat

and wheat flour

. Provision and distribution of rice

. Flows of decision and consultation

in constructing the needs plan

. Organization of the Ministry of Sup-

ply and Home Trade

22

30

31
33

37

39



|

SUMMARY

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

Expenditures on food subsidies rose
from less than 1 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 a greater degree of market
orientatior. 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 aggregaie
data and past stud.es 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 about90 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 availahility 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 vyellow 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 pricesin 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 litile, but
those of the second tier have grown faster
than the population, as have sales of frozen
meat and chicizen. 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 ccsts of
food acquisition influence consumer pur-
chases. There also is open market trading in
scarce cormmodities. These distribution
channels are described in a case study of
greater Cairo.

Regional distribution patterns of rationed
goods show clear differences between com-
modities. Rationed sugar appe rs to be
evenly distributed among the governorates
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. A similar regression
shows no urban bias for total cereal distri-
bution by the Ministry of Supply, but it



indicates that distribution partially offsets
differences in local production. The lack of
an urban bias 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 agricultural
production by area allotment and forced
deliveries is particularly strong for regulated
commodities. A case study illustrates utiliza-

tion of rationed and subsidized commodities
in arural 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 o' the United Nations (FAO}), is provided
by suwvsidized 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.
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INTRODUCTION

Two sets of siatistics 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 figures reflect hoth rising
demand due to population and income
growth and the relatively slow growth of
agriculture. The second set of statistics
veveals that food subsidies cost 1.1 billion
in Egyptian pounds (LE) in 1980/81 and are
projected to be more than LE 1.5 billion for
fiscal 1982.!

The first set of statistics is widely viewe. ]
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, 1n 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 consumer welfare program that sub-
sidizes energy, transportation, housing, and
some consumer goods other than food,
such as cloth and soap. Measures taken to

' the Egyptian pound (LE) equals 100 piasters. In Jul

official levels and open rates does occur. Betwaen 197

Prior to devaluation in 1977 the Egyptian pound was valt

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 hecause 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 sector, 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 historical background,
followed by discussions of market outlets,
decisionmaking and administration within
the food subsidv 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.

y 1982 U.S. $1.22 equalled LE 1.00, although phasing in of
d August 1981 the Egyptian pound cqualled U.S. $1.43.
ted at more than $2.50.

2 Khalid tkram, Egypt: Economic Management in a Period of Transition (Baltimore: Johns Hopkins University Press,

1980).
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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 bhefore the Nasser period were
adapted to the economic conditions of the
1970s.

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 ii. the
availability of aid. In 1966 cards based on
civil records were issued for four items: ker-
osene, oil, sngar, and tea. Qther 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-
ment intervention in wheat marketing has
occurred throughout Egyptian history.4 Open
market operations using imported wheat to
lower domiestic prices were undertaken dur-
ing periods of local shortages— for example,
at the end of World War 1. Subsidies on
wheat were LE 13 million in both 1951/52
and 1952/53 but ther. declined untii the
mid-1960s. During this period the govern-

ment took over large-scale wheat storing
and 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 attempt
toinsulate the domestic econory from inter-
national shocks and short-term domestic
shortfalls. During seven years of the 1960s
consumer prices for wheat exceeded world
prices.> Thus, the small subsidies of the
1960s stemit.ed from the differences between
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
wauld have required use of foreign exchange.®

Exvenditures 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 wheatand flour
were up 174 percent. The governmrent 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

¥ M. Egan and Abdel M. Gawad, "The Egyptian Ration Card System and Its Relationship to Cooperatives and
Government Grocery 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 F. 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 Impons: 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 eschange constraints. For discussion of trade policies, tee Scobie,

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

Expenditure 1970/71 1972 1973 1574 1975 1976 1977 1978 1979 1980 1980/81°
(LE millinty
Central and local goy ernment expenditure 661 730 765 899 1.298 1.670 1.628 2,012 23575 1.754 3.738
Subsidies
Food 3 11 89 329 491 322 313 150 880 372 1.108
Fertilizer. pesucides, and cotton: 81 34 35 36 150 73 143
Price adjustment* 228 190 140
Other 81 50 78 74 222 200 95 312
Subtotal” 3 11 89 410 622 334 650 900 1.370 340 1.563
Public authorities’ deficits 41 62 188 87 93 119 139 185 229 148 344
Emergency Fund deficit 127 211 135 36 284 303 236 370 .
Tota! current expenditure 832 1.014 1177 1.432 2.297 2,526 2673 3467 3974 2,542 5.643
Public gross fixed investment 358 114 151 791 1.373 1431 1,839 2463 2,857 1.350 3.325
Total public expenditure 1.190 1,128 1.628 2223 3.670 3.957 4512 5.930 6.831 3.892 8.970
GDP at market prices 3.203 3.390 3.808 4339 5.218 6.727 8.283 9671 12,409

Source: Lgypt. Minttry of Finance, unpublished data.

K

1980 figures are actual figures for the period January 1, 1980, to June 30. 1980
" These figures are estimates.

3

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

* This fund was established in 1977 to finance the cost of phasing in the domestic price impact of commodities imported at the parallel rate rather than the official exchange rate.

“ Since the fund for subsidies was established in 1975, earlier figures 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 hy
pnasing in items to be imported 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, the
increased import costs appeared as higher
subsidy costs, despite declines of some
world market prices. The effects of the de-
veluation are clearly indicated by the reduc-
tion 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 1), a fund established to
ease the effect on domestic prices of com-
modities imported at parallel rates, went to
the General Authority for Supply Commadi-
ties (GASC) and thus can be considered an
additional cost of food subsidies. (GASC is
the gnvernment 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 twe-tier system of prices (see
Chapter 4), the governmnent has been able to
use its monopoly or near- moncpoly position
on imports to gain profits from the sale of a

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

The “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 distributed through the 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 distributed. The rapid growth of
meat and poultry consumption and distribu -
tion indicates that the value of the average
commodity bundle was higher in the late
1970s than in the early part of the 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 in 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.? 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 promoting social
equity and price stabilization.

The subsidy system also is related to the

" These talcutations are based only on fiscal costs and underestimate the economic costs of the subsidies. For
example, the provision of rice invoives little direct government outlay, yet involves a significant opportunity cost

not indicated here.

® The other thiee duties of the government are listed a: guaranteeing employment and carnings: providing public

velfare through health, housing, education, and so forth:

investment in public enterprises, it is by no means

and providing public utilities. Although the Plan guides
a Llueprint for government allocation, Egypt. Ministry of

Planning, Arab Republic of Egypt. Five-Year Plun 1978-1982 vol. 5 {Cairo: Ministry of Planning, 1977).
* Ministry of Planning, Five-Year Plan, [978-1932 1:23. See aiso Al Akhbar El Yom. May 3. 1981; and Egyptian Gazette,

May 31, 1981,



Table 2—Trading operations of the General Authority for Supply Commodities,

1970/71-1980/81
Item 1970/71 1972 1973 1974 1975 1976 1977 1978 1979  1980/81
(LE million)

Subsidies 41.8 41.9 136.2 393.2 4237 2814 3432 4524 9968 1.094.3
Wheat and (lour 20.9 15.1 790 2164 260.9 1716 149.1 2228 588.3 511.0
Maize 08 0.4 44 16.5 311 23.1 40.6 538 385 63.7
Edible fats and oils

frationed) 10.4 15.6 168 55.3 722 432 54.6 1374 200.2 1254
Sugar (rationed) 8.0 0.0 190 68.9 20.8 6.1 .. 97.8
T'ea S . o . s . 183 128 54.6 42.0
Coffee . o 5.6
Other 1.7 4.6 170 36.1 38.7 374 750 256 115.2 2544

Prufits 38.6 0.5 47.2 63.1 15.0 31.2 116 29.3 44.5
Cottonseed 2.0 14 253 2.1 2.0 2.0 20 -

Edible oils

{nonrationed) 42 27 5.0 8.0 o
Tea 126 179 144 140 1S 13.2
Coffee 0.9 13 . 01 .

Sugar (nonratjioned) 180 64 226 36.0 . 86 26.1 4.5
Other 0y 09 27 30 4 160 20 3.2 . ...
Total net Josses 32 113 890 3301 408.7 2502 330.6" 4231 9523 1,094.3

Source: Egypt, Ministry of Supplv and Home Trade, General Authority for Supply Commodities, unpublished data.

Notes: Total net losses are normally ess than total subsidy payments from the special fund for subsidies and the
Price Adpustment Fund, the ditference representing various administrative costs and, in some years,
settlement of arrears.

* Actual netlosses are estimated 1o have been LE 455 million. The additional LE 124 tullion was paid out of the Price

Adjustment Fund. The losses shown are based on the official exchange rate, whereas during 1977 all sub-

sidized commodities apart from wheat. flour, edible oils, sugar, and tea were imported at the parallel exchange rate

goal of food security. Egypt is facing a Domestic agriculture achieved only a modest
widening food gap between demand and annual growth rate of 2 percent in the
domestic supply because the increase in 1970s.1" 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 of government outlays and GDP, 1970/71-1980/81

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

{percent)

Share of total current

expenditures 04 i.1 7.6 233 239 140 17.6 208 27.0 19.6
Share of total public

expenditures 02 0.7 3.5 16.5 16.9 9.8 109 119 16.2 123
Share of GDP 0.1 03 23 7.6 9.4 4.8 53 6.6 &1 7.0

Source: Unpublished data from the Egyptian Ministry of Finance and the General Authority for Supply Commodities
of the Ministry of Supply and Home Trade (see Tables | and 2).

Note:  The subsidy outlay includes a price adjustment in 1977 and simitar outlays in 1978 and 1979. However. net
losses of the GASC are used. These underestimate the subsidy outlay. particularly in the early years.

% Ahmed A. Goueli, “Food Security Program in EQypL.” Focd Security for Developing Countries. ed. Alberto Valdés
{Boulder, Colo.: Westview Press, 1981), pp. 143-157.

16
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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

Sugar Cooking Oil Beans Lentils Wheat Retined Flour Rice

Frozen S —

Distri- Distri- Distri- Distri- Distri- Distri-  Frozen  Chick- Distri-

Year Imports bution Imports bution Imports  bution Imports  bution Imports  bution Imports  bution Meat! en* Exports®  bution
1970 .. 71 70 77 o 44 Il 33 78 66 56 75 13 283 34
1971 . 75 63 77 31 18 18 31! 71 66 89 86 19 236 36
1972 77 67 80 13 29 10 40 74 73 68 80 15 108 216 51
1973 . 81 67 88 . 13 19 18 90 82 72 80 17 18 134 64
1974 LS 81 80 99 26 67 19 33 101 87 94 82 10 10 73 81
1975 96 93 17 o4 133 107 78 76 104 62 110 95 + 30 33 79
1976 100 100 160 100 100 100 100 100 140 100 100 100 100 TLd. 160 100
1977 86 108 121 112 31 33 74 97 120 111 120 119 113 100 88 97
1978 130 119 145 124 22 86 73 124 131 119 179 143 127 75 68 100
1979 109 113 156 131 10 73 85 106 120 120 172 159 119 219 7 101
1980 218 137 130 130 16 88 90 97 153 134 14 145 160 500C 3 111

Source. Egypt. Ministry of Supply and Home Trade, unpublished data.
Note:  Where n.a. appears, the data were not available. 1976 = 100.

Imports of this food equal the amount distributed.
b Rice is the only commodity that is exported.



ciency in calories in these ccmmodities is
50 percent because wheat and oil have a
higher calorie value relative to their monetary
value and both account for high shares of
total imports. The concern for food security
mainly stems irom an interest in keeping the
national budget. as well as the consumer,
insulated from price shocks stemming from
good or had harvests in Kansas or the
Ukraine.

The food security goal aims to reduce or
eliminate imports of selected commodities
{for example, sugar and oil) and to improve
the agriculturel balance of trade by using
comparative advantages o pay for necessary
food imports.!! Although production is cru-
cial to ary discussion of food security,
subsidies mainly influence consumption
patterns and, therefore, import requirements.

The 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 from
the ports through the cities into the country-
side represents arestructuring of traditional
trade patterns. llowever, various officials
involved in planning and supply have ex-
pressed an interest in having rural areas
provide for their own needs. Such an interest
must be weighed against other policy goals.

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

"' Ministry of Planning, Five-Year Plan. 1978-1982, vol. 5; and Egyptian Gazette. March 24, 1981,

18
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STRUCTURE OF THE FOOD SUBSIDY

AND DISTRIBUTION SYSTEM

Wheat, in the form of either flour or
bread, is the: 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 other subsidized commaodities 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. Beans 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, fam-
ilies of emigrant workers, and stockholders
in joint venture companics are restricted.
For families of equal size within the same
ared, 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-. (See the Appendix,
Table 18.)

Additional quantiiies of the commodities
mentioned above are available at higher
prices. This is, in effect, a second tier of
rationing. Quotas of these commodities are
sold through cooperatives and government
retail stores. Because this distribution is
less restricted and less assured, these sales
are referred to as sales at the “free” (hurm)
market price. This is a misnomer as the free
price generally is below that prevailing in
the so-called " black 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, Tanle
19). The peak year for cach 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 distributed, and rationed
oil made up60 percent of the total, excluding

quantities vsed 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 nopular
breads or directly to consumers. Another
subsidized good is the oil used in margarine
and other processed foods. Certain groups
of restauranis and peddlers receive some of
their inputs through government channels
atreduced 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 inregulated
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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Table 5— Development of rationed prices, 1971-81

Nov. Nov.
Commodity 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
{piasters/kilogram)
Rationed sugar 10 10 10 10 10 10 10 10 10 10 10
Regulated sugar 15 15 15 15 16 25 25 25 25 30 30
Rationed oil na. na. na. na. 10 n.a. n.a. 10 na. na. 10
Regulated oil na. na. na. na. 30 na. na. 30 na. na. 30
Rationed rice 55 5 5 5 5 5 5 5 5 5 5
Regulated rice n.a. na. n.a. n.a. 15 n.a. n.a. 15 na. na. 14°
Beans 7 7 7 7 10 1o 10 10 10 10 10
Lentils 9 10 10 10 10 10 10 10 10 10 11
Yellow maize 3 3 3 3 3 3 3 6 6 6 6
Flour (refined)* 55 55 7.5 75 7.2 7.2 7.2 7.2 7.2 9/12¢ 6.5/12°
Frozen beef 68 68 68 68 68 68 68 68
Frozen chicken na. na. n.a. n.a. n.a. r.d. na. 68 n.a. n.a. 105
Urban consumer price index
All items 1136 116.3 1224 135.7 1489 171.2 191.1 122.6 2335 2789 311.5
Food 117.0 120.8 130.8 1529 1715 209.2 2313 254.7 2773 3448 401.3
Rural consumer price index
All items 1179 1176 131.2 1496 167.9 195.9 2207 238.4 2658 3258 373.7
Food 120.2 119.1 138.3 162.2 185.4 221.0 253.1 275.2 305.2 3804 438.9

Sources: The consumer price indexes are from the Central Agency for Public Mobilization and Statistics (CAPMAS). The commadity prices are from unpublished information
provided by the Egyptian Ministry of Supply and Homz Trade, except for the prices of rationed oil. regulated oil. and frozen chicken. These prices are from Lance Taylor,
“Food Subsidies—Macro and Micrc Issues,” Massachusetts Institute cf Technology, Cambridge, Mass., May 1976 {mimeographed); U.S. Department of Agriculture,
Subsidy Pricing and Ratioming of Basic Foods (Cairo: USDA, October 1978 and April 1981). The most recent report was verified independently and minor errors in it were cor-
rected. Earlier prices are presented as they were reported. As the prices of beans and lentils were reported as 12 piasters each in both 1978 and 1981, the 1978 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 Egyptl.” paper pre-
sented to the International Labour Organisation, Income Distribution and International Emplovment Policies Branch., Employment and Development Department,
Geneva, May 1980, for a slightly different presentation of similar data.

Note: Where n.a. appears the dara were not avai'able.

* This is not directly comparable to the 15 piasters per kilogram price of previous years because the quality changed.

b The extraction rate is 72 percent, except for some cf the November 1981 figures (see footnate c).

3

The prices in November 1980 for 72 percent flour were 9 piasters per kilogram loose and 12 packed.

9 The prices in November 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 1 presents a simplified scheme of the
marketing and procurement channels for
subsidized commodities. Acting as an agent
for the Ministry of Supply in the international
market, the GASC makes purchases through
internationa!l tenders and bilateral, long-
term contracts. The responsihility 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 companies. Lentils and beans are
also delivered on quotas, whereas farmers
car deliver wheat to the government at a
price fixced in advance.!'? Such procurement
is a minor part of the wheat handled by the
Ministry of Supplv—the equivalent of less
than two weeks’ imnorts. The PBDAC alsn
receives maize and beans from the GASC.
The beans are delivered to rhe 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.

Demand 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 zompanies and
distribute them to consumers, The ration
card (betaha tamween) is a passport-sized
book with space for recording a decade's
purchases. It is up to the card holder

report changes in faily 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.

A holder of a ration book must register it
with a z:.ocer 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 fixed dates 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 cnmi-
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-
mation 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 hasis, 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.
Twenty outlers for rationed or regulated
food (grocer; or cooperatives), 16 outlets

"2 Farmers who are members of cooperatives established for recipients of land in the 1962 land reform are still
obligated to deliver a quota. The extent of this form of procurement could not be ascertained.
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Figure 1—Marl cting channels for subsidized commodities
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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,
Table 20). This rural-urban pattern is also
reflected within the governorates. For ex-
ample, the Sharkia governorate had an average
0° 278 cards per shogp in March 1981 com-
pared to the average of 383 for its capital
city, Zagazig.!3 The number of tamween
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 lozations and trademarks,
the stores of Al-Ahram and El-Nil are the
most visible of the three chains of govern-
ment food stores. Though popularly referred
to as cooperatives (gamayya). these stores
and those under the Alexandria Company
for Consumer Goaods are public-sector com-
panies that manage retail outlets. In addition,
there are three types of true cooperatives
with centralized coordination: governorate,
neighborhood, and workplace.

Al-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 densitv of population and
sales windows. In principle. purchases of
sugar, lentils, rice, and beans are recorded
in the consumer’s book whereas 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 ir: Cairo. Meat and poultry are limited
to 1 kilogram a month for a family of one or
two members, 2 kilograms for a household
of three or four, and 3 kilograms for larger
families.

" Supply manager, Sharkia, personal communication,

The central management of Al-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 waived.

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
inresetting prices may lead to losses (de facto
subsidies) during 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.!4
Because Al-Ahram cooperatives can bypass
the wholesaler, they can pass on some of this
margin to <onsumers. In 1981 Al-Ahram
made a profit, of which 75 percent was re-
turned tc the treasury. This is, in 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
percent is spent on social schemes.

As with other forms of retailing, Al-
Ahram 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 1s 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 1. Each member is entitled
to one vote in the cooperative management
and receives dividends according to his
purchases. In practice, members are not
usually active 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

' Egypt, Ministry of Supply anl Home Trade, Decres #119, 1978,
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a number of outlets. In the past, membership
in such a cooperative has been linked to the
issuing of ration cards, and, thererore, mem-
bership may exceed participation by a large
percentage.

In any neighborhood individuals may
join together 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 reighborhood 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 arange 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 com-
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 {inportant for the small neigh-
borhood cooperatives. One need 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. Asof 1981, membershipin
such cooperatives was mandatory in places
employing more than 200 workers. Members
receive a1ed membership card in addition to
their green ration hook (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, however, many workers restrict pur-
chases from these cooperatives to subsidized
goads or goods scarce outside the workplace.

Many workers with a red card do not
have this fact stamped in their ration hooks,
which would alert the cooperative that they
have alternative sources of meat and sul-

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, distibution
of meat and poultry by househe.1d s1ze is not
enforceable.

Bakeries

Most subsidized wheat flour is sold to
bakeries, which are regulated by the Ministry
of Supply. Bakers pay LE5.00 fora100-kilo-
gram sack of coarse flour (82 percent extrac-
tion) and either LE 6.95 or LE 7.07 for fine
flotr (72 percent extraction), depending on
their final products.!® 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 vreads a longer loaf
resembling French bread called fino or afrangi
is available (Takle 6). Bakers are policed to
ensure that their product is full weight and
that they do not divert flour designated for
shamy or fino to pastries, the flour for which
shiould sell at 12 piasters per kilogram.
Similarly, bakers are watched to prevent the
sifting of 82 percent-extraction fleur into
the higher-priced 72 percent-extraction flour
Profits from such sifting would include 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 1o restaurants at
reduced prices of 0.90 0.95 piasters per
loaf. Peddlers receive a wage ranging from
LE 1.25 fur a 12-hour day for a young boy to
LE 3.00 for an adult. Other sales are made
directly from the bakery.

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

1% These prices include insurance at 0.295 piasters per bag.
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Table 6 —Major government bread specifications, July 1980

Flour Extraction Consumer

Type of Breat Weight Rate Price

(grams) (percent) {LE)
Special balady 169 820 001
Shamy 122 720 0.01
Small shamy 50 720 0.005
Fino 125 720 001
Small fino 62 720 0.005
[ arge fino 375 720 0.03

Source: Susan Grier Buchanan, “Egypt: Government Consumption Planning Schemes for Wheat and Other Primary

Foods™ (M.S. thesis, Cornell University, 1981).

is fed to animals. Bakers sometimes have
agreements with restaurants and other large
custeosners 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 Lo 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 hakeries is
10,000 loaves of balady bread per day. None
of the bakeries observed baked both fino 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 degrce, if at all,
bakers obtain extra profits by circumventing
the regulations. A few 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 getenough 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 abou® having to
deal with rising wages and shortages of
workerswhen 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, and 491 shamy
bakeries in 1981, In 1962 the corresponding
numbers were 2,000 balady and 986 other.!

The government's policy is to increase
the capacity for mechanized production of
bread, due in part to rising labor costs.!? In
1981 there were 24 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.

'® Susan 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 Home Trade, Decree # 26, 1980.

17 Black and Vetch International, Master Plan for the 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 abtain
bread from a number of outlets, including
bakers, peddlers, restauiants, and retail
stares. 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 com-
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 is
reduced, 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,
during the survey period cooperative and
private shops limited rice purchases to one
bag (5 kilograms) per vicii. One store that
had sold rice on demand at one visit imposed
a limit the following week. Despite such
limits, rice was frequently unavailable. Al-
thoughrice was generally in stock in private
shops and cooperatives in the wealthier
neighborhood of Heliopolis, it was neverin
the market in Giza, a low-income neighlhor-
hood, during 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
day.

Stores nad ample stocks of regulated
cooking oil, except in Giza, where it was
occasionally unavailable. Stores in Heliopolis
imposed no restrictions, but elsewhere limits
were usually either one bottle per visit {at 34
piasters) or 750 grams sold unpackaged. At
the one workplace cooperative visited the
limit was two bottles per customer. Sugar
was generally available with limits on pur-
chasesranging from 750 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 Maadi had lentils
available at the regulated price of 35 piasters
per kilogram, but in the other two neighbor-
hoods lentils were only marketed at the
ration price.
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Fish was never limited. Given its low
cost (32-90 piasters per kilogram depending
cn 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 1 kilogram to any customer
when supplies became scarce.

Restrictions on the purchase of beef re-
sembled those on mutton, but beef was
available less frequently. Liver was generally
available in cooperatives at LE 1.25 per kilo-
gram (LE 1.40 in Sayeda) and limited only in
Giza. Various ground meats were also sold
on demand.

Chicken, which was frequently unavail-
able, iilustrates the irregularity of supplies.
When 1t was available, restrictions ranged
from the official 1-3 kilograms per card in
most places to 3-5 kilograms in Heliopolis.
In Sayeda chicken 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 pouliry was available, it was
reported to be possible to return to the line
and receive another ration. Furthermore,
peddlers frequently sold pouitry and frozen
meat at prices about 10-15 piasters higher
than the official prices. These peddlers,
usualls 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 to5
hours. The lines were shorter when only
mutton (not beef) was available. It must be
assumed that the peddlers paid a commission
to either the shopkeepers or middlemen and
received a return on their labor. The markup,
which appears inoderate, 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
examvle, lines for oil were only 10-20
minutes long when rice and sugar were not
in stock.

Although resale of supply commodities
was supposedly common, it did not seem to



be as common for other commodities as for
poultry. Resales of tea and sugar observed
during the study weve by individuals who
sold their ration quotas at slightly above thz=
regulated price. Teawas resold at 20 piasters
a packet and sugar at 35- 40 piasters a kilo-
gram, (The subsidized prices are given in
Table 5.) The povernment tries 10 accora-
modate increased demand during festivals
such as Ramadan. Ho'vever, when increased
demand for sugar in Sayeda Zeinab during a
festival led to shortages in cooperatives, the
resale price of sugar rose to 50 piasters and
briefly to 60.

R-sale ot supply commodities in bulk
provi ies a service for some consumers hut
divert significant amounts of commodities
from the coaperatives. Because most stores
donocha e surplus commaodities, bulk sales
may increase the periods of unavailability.
This denies 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 com-
modity. This is a classic equating of supply
withdemand 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 the 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 defer-
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 aveas 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
means that bread is substituted for rice and
other food items beyond the level indicated
by relative market prices. Similarly, other
nonrastricted goods will be substituted ac-
cording (o the cross-price effects of basic
consumer preferences.!?

One further channel for subsidized com-
modities is open to urban consumers. Prices
for such prepared foods as beans and koshari
(a dish made of rice, macaroni, and lentils)
are limited by regulations and can be kept
low because the input prices are subsidized.
Peddlers and small restaurants can usually
obtain oil at 30 piasters per kilogram from
the 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 com-
modities on the open market because not all
are registered and 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
from82 percent-extraction flour. Open mar-
ket prices were reported to be one third
higher than the regu iated prices. Similarly, a
number of Aoshari merchants 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 are a
target for resentment arising from racial,
religious, or national prejudices. In keeping

a8 . . . N
'® Under these circumstances consumers would probably increase the desired level of household stocks and the

imount purchased ot each visit to the store,

' For a theoretical discussion of some aspects of consumption with rationing, see J. p. Neary and K. W. S, Roberts,
“The Theory of Household Behavior Under Rationing.” Furopean Economic Review 13 (Janudry 1980); 25-42.
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with the view that middlemen take excessive
profits—the validity of which this report
cannot ascertain—the government has passed
a number of laws that restrict and 1egulate
trade in general, and food trade in particular.

Grain trade is largely in government
hands. All rice exports are handled ly 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 domestically
produced grain and beans occurs either
through government channels or in small
village markets. Appendix Table21 presents
farm prices of main crops in different gover-
norates. Although the averages mask seasonal
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 LE75 per
ton of paddy, LE73 per ton of wheat, LE 250
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 retained production 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 {or locai var-
jeties, 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 hasa
higher rate of inflation for food than the
cities. A continuation of this trend would
probably moderate but not necessarily cancel
out the increase in rural wages and product
prices of recent years,20

Prices are increasing not only in rural
grain markets but also for a nuinber of food
items in cities and villages. The urban price
index for meat rosz from371.0 in September
1979 to 539.3 a year later, whereas the {ruit
index jumped from 364.3 to 483.9, leading
that year's foc i price increases. To moderate
such inflationary pressures each governcrate
is aliowed to set price ceilings for produce
sold within 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-
ment of retail outlets under the Company for
Food Security. These shops market privately
traded goods, including poultry and produce,
at low profit margins. 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,
« supplier manages to obtain an additional
percentage point from a retail unit, the final
seller will lose that part of his margin if price
ceilings are enforced.

Such restrictions have notdriven 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 surveyedin
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-

2 gor two different views on agricultural wages, see James Fitch and Sonia Aly, “Agricultural Wages in Egypt: Some
Recent Finaings and Implications for Future Data Needs,” Institute of Agricultural Economic Research
memorandum, Cairo, 1980; and Samir Radwan and Eddy Lee, “The Anatomy of Rural Poverty, Egypt 1977, World
Employment Programme, International Labour Organisation, Geneva, 1980. {Mimcographed.)
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325 piasters a kilogram. In general, how-
ever, prices hovered around the limits. Pro-
ducers claim that the cost of producing
mution exceeds the ceiling price. The meat
was not available in Giza in butcher shops,
though it could be purchased at about 310
piasters a kilogram on the street. Mutton
was occasionallv available in Cairo. At times
butchers 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 meat
sold 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
otitlay. Recognizing that quantity restric-
tions are politically unacceptable, govern-
ment policy allows unlimited purchases of
flour ur bread at a fixed price. In effect, this
policy requires the government to make
available an infinnely elastic supply of
wheat and flour. Under such circumstances
growth of total demand 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 per-
cent 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 bread
in 1975.2! Since domestic production has
stagnated, growth in demand has resulted in
increased imports. All72 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

' Central Agency for Public Mobilization and Statistics (C

of Egypt. 1974775 (Cairo: CAPMAS, 1978).

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

1970-80
Change in

Flour Real Prices

Year Equivalent Change to Consumers
{1.000 metric tons) {percent)

1970 3.645
1971 3.823 49 -2
1972 3,976 4.0 -3
1973 4.170 49 -1
1974 4.234 1.5 -1
1975 4,577 a.1 =15
1976 4,878 6.6 -6
1977 5.289 8.4 -9
1978 5763 8.9 =26
1979 5.955 33 -9
1980 6.329 6.2 n.a.

Sources: Calculated from unpublished data from the
Egyptian Ministry of Supply and Home Trade
and the U.S. Wheat Association in Cairo (see
Appendix 1. Tables 24 and 25} The prices
used are from Grant M. Scobie, Government
Policy and Food Impons: The Case of Wheat in
Egypt. Research Report 29 (Washington, D.C.:
International Food Policy Research Institute,
1981).

Flour equivalents are the edible portion of
wheat based on the milling rates of the year.
As the milling rates of village mills and the
percentage of domestic production consumed
as cracked wheat or other unmilled products
were not available, an average extraction rate
tor domestic production of 90 percent was
assumed. Where n.a. appears, the figure was
not available.

Notes:

domestic demand. In all years since 1971,
except 1974, growth in wheat consumption
exceeded population growth, which is as-
swmed to be 2.5 percent. If an income elas-
ticity of 0.3 is assumed, growth of wheat
consumption exceeded that predicted by
per capita GDP growth in all years except
1974 and 1979.2% This was partly due to the
low cost of bread. A nrice elasticity of -0.15
explains quite well the annual fluctuations
in demand. There is no compelling reason
to assume that taste patterns were shifting,

APMAS), Family Budget Survey by Sample in the Arab Republic

2 5halahy presents a bewildering array of calculations of income elasticities for wheat(Shalaby, “Report on Wheat
Consumption”). The figure used here is consistent with estimates in Karima Korayem, “The Imnart of the

Elimination of Food Subsidy on the Cost of Living of the
Internationdl Labour Organisation, Income Distribution

Urban Population in Egypt,” a paper presented to the

and International Employment Policies Branch, Geneva,

May 1980; and W. Tims, “A Basic Needs Strategy for Egypt,” Amsterdam 1978, {(Mimeographed.)
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Figure 2—Annual percentage changes in wheat consumption, 1971-80
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Source: Table 7 in text.

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 reported inventories, and the
dropintherate 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 is a 5 percent growth of imports.
The GASC is secking te 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

2 shalaby, “Report on Wheat Consumption.”
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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, i;ut these are out-
side Ministry of Suppiy 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 111 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.



Figure 3—Provision and distribution of wheat and wheat flour
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Maize

Maize is second largest in volume of the
subsidized commodities. Iinports of yellow
maize reached 473,000 tons in 1979, a drop
from the previous four years, but jumped to
940,000 tons in 1980 and were projected to
be 1.2 million tons in 1981. The 1980 pur-
chase price was about LE 160 (c.i.f., Alex-
andria), which indicates a subsidy of more
than LE 100 per ton. Though imported by
the GASC, maize is distributed through the
PBDAC. Maize imports are mainly inputs
into food production, which accounts for
the nature of their distribution.

Domestically produced maize is outside
the jurisdiction of the Ministry of Supply.

Data on subsidized maize are sometimes
recorded as human consumption, but there
is little evidence that yellow maize is used in
this manner. Maize recorded as human con-
sumption generally refers to individual quotas
procured by farmers from agricultural co-
operatives. These accounted for 23 percent
of maize deliveries in the first quarter of
1981. Like quotas for supply commodities,
individual quotas vary according to locale,
reportedly 10 kilograms a month in Upper
Egypt and 5 kilograms in Lower Egypt 24

Nineteen percent of the maize used in
the first quarter of 1981 went to private
poultry breeders and an equal percentage to
public-ser tor poultry. The remainder was
fed to ca* .2 destined for staughter or went

¥ principal Bank for Development and Agricultural Credit, personal communieation, June 1981.
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to breading 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 tutal and Ismailia, 10 percent.

Commercial cattle feed is about 17 per-
cent maize. The rest is cottonseed cake,
wheat bran, rice bran, molasses, limestone,
and salt. The mix differs for slaughter and
dairy animais. Current regulations require
only one head of insured cattle to qualify for
a ration for fattening. The recipient gets a
monthly guota of 140 kilograms of feed per
head for cattle or 150 kilograms for huffala.25
After six months these animals are delivered
to the government for slaughter. Dairy cattle
quotas vary in different parts of the country.
Some depend on the delivery of milk: 1 kilo-
gram of feed to | kilogram of milk with a
maximum of 5 kilograms daily 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 at6 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. However, open market sales may
be expected to lower maize prices. Roughly
half of domestic production of maize goes
to animal feed.2® 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 due to the
availability of imports and not to the degree
of subsidy.

The subsidy 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.?? 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
increased profits rather than in reduced
prices.

Maize makes up a higher percentage of
the costs of poultry production than of meat
output. Hence, the maize subsidy has greater
potential as an indirect subsidy to consumers
of poultry. Again, the distvibution of benefits
depends 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 declined during 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 Ministry of
Supply. however, is returned to the produc-
ing village through ration quotas and pur-
chases at regulated prices.

Total domestic rice consumption declined
in per capita terms during the decade. As
rice is not vieweu 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 distribution. The Ministry
of Supp!v obtains paddy through the agricul-
tural credit banks, which act as receiving
agents for the delivery quotas imposed on

5 Egypt, Ministry of Agriculture, Deciston # 487, October 11, 1980.

2 This is calculated by taking consumption of maize and maize flour reported in the 1974/75 household budget
survey (48 kilograms rural, 7 kilograms urban) and ignoring the downward trend over the last few years. This gives
approximately 1.5 million tons for human consumption out of a production of 3.2 million tons.

7 Winrock International, *Potential for On-Farm Feed Production and Utilization by the Egyptian Small Farm
Sector.” paper prepared for the Catholic Relief Service and the U.S. Agency for International Development, Cairo,

June 1980. (Mimeographed.)
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Figure 4—Provision and distributior. <£ rice
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rice producers. These quotas vary region-
ally according to productivity per feddan.28

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-
dles bulk sales. An Export Committee deter-
mines expor:s by calculating production
minus the quantity to be used domestically.
Thus, rice exports may be viewed as a
residual, rather than as aresponse to prices.

Rice subsidies reflect an opportunity

8 A feddan equals 1.038 acres.

cost loss rather than a fiscal outlay. With a
milling rate of 65 percent, the 1981 quota
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 {or 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-
sivnal 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.2?
The rations are small with lentils discon-
tinued in the summer. The volume of trade
at regulated prices differs by district as do
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 ientils in 1981 were 2.4
times higher than those in 1977, whereas
bean prices rose 2.3 times. Nevertheless,
the procurement prices lag behind prices
farmers may receive elsewhere, reflecting a
demand at prices above regulated levels.

Despite price increases, production has
been declining due to waterlogging and
salinity, and imports have increased. The
fiscal outlay for imports is still moderate,
but there is concern that importrequirements
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 1] percent per year. Such
swings probably do 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-
ernmen¢ may be forced 1> 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
monopolv. The remaining 10 percent is
targely from soybeans. Imports are mostly
of semirefined cottonseed oil or crude sun-
flower oil, which are refined locally. A small
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 foord 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 or: the regulated
market. In addition, vegetable oil, olive uil,
and maize oil are imported by private mer-
chants, as well as cooperatives, an 1 sold at
open market prices reflecting the world
market. In 1981 maize oil sold at LE0.55 per
kilogram in cooperatives and up to twice
that price privately.

Like oil, sugar is both produced locally
and imported. Production has remainad
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 increasesin
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.

¥ 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 hecome a major item in
the ration system in recent years. In 1978, a
low point in the beef price cycle in interna-
tional trade, frozen beef was priced at $850 a
ton. In 1980/81 the weorld price ranged
between U.S. $1,500 and U.S, $2,300 depend-
ing on the cut of meat. Nevertheless, imports
rose sharply from 5000 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.3?
The government makes special efforts to in-
crease availability of meat during Ramadan
and festivals.

The Ministry of Supply handles only
frozen meat, imported through the GASC.
The meat is distributed by 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.

Therise in poultry imports has paralleled
that of meat. Imports rose from 5,600 tons in
1978 t0 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. Pouloy
imports go through the same m: rket channels
as meat and are sold to consumers at 105
piasters per kilogram in the cooperatives, At
the 1981 exchangerate for government 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.

Importers in the private sector may
import meat andd poultry, but few choose to
do so. They are permitted a total markup of
30 percent abave import costs, which are
distributed araong 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
1o 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 sold at the subsidized
price of 30 piasters a kilogram. In addition,
the public Egyptian Fish Company imports
fish for sale in cooperatives at nonsubsidized
prices. Local Aswan fish is also sold by
cooperatives.

3 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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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 fiom 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. A simplified
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 extrapnlations 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 central to the calculation
of the import requirements, which are basi-
cally needs minus domestic production and,
at least in the short run, are 1ot price
sensilive. 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-
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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
rurai earnings, the estimated fiscal outlay 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
5ix 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 otner 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, usuadlly by deficit financing without an
additional parliamentary discussion. This



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 commaodities for short-
term price stabilization.

The Ministry of Supply has 4 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. Etigibility 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 i<

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 bhans cr limits to control
domestic prices of such foods. Again, exports
are determined largely as a residual from
production and domestic demand.

Another category of decisiors 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 the principal responsibility for
tong-run ecoromic 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 the 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 diagrammed in Figure 6.

The GASC, shown in the upper right-
hand of the diagram, is a semiautonomous
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 impe 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 PBDAC
also reccives subsidized comniodities from
the GASC and provides some food items (o
companies under the Ministry of Supply.
This bank 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 therank 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 mitling.3!
These companies, along with another in
Cairo, operate bakeries and noodle factories.
The husking group includes 8 milling com-

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 of consumed
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-
dling 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.

Wwithin 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 High Council, is shown in
the upper left of the diagram.

Regional Administration

Distribution committees in cach gover-
norate help prepare the annual needs plan,
whichis 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 the Ministry of Supply, are
responsible for allocating quotas to the
districts fmarkazes). They are authorized to
set prices for vegetables, fruit, and prepared
products such as fuul (cooked beans) and
koshari. Inthe event of a temporary shartage

¥ For further information, see Black and Vetch International, Master Plan,
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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 of commerce. District
officers from the markazes may also be
members. In some governorates membership
includes representatives fram 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 markaz 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. (n
1981, 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 econormic
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 markazes 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-
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ample, nationwide total rationed sugar de-
clined 5.5 percent despite an increase in the
number of registered individuals (see the
Apuendix, Table 26). Nevertheless, ration
quantities increased in the Behera, Aswan,
and Canal region governorates. A simila
decline occurred in rationed oil, yet Munufia
and Suhag show small increases, whereas
Behera and Ismailia do not. Although reg-
ulated sugar increased 30 percent nationwide,
it declined in Giza and increased at widely
divergenr rates ir other governor2tes Reg
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 patiern does 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
r.ore 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. Itis 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 varv considerably, ranging from about
400 persons in Qena and Ismailia to 1,050
persons in Sharkia. Using the organizational



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 markaz. A similar pattern was
observed in the Cairo urban governorate,
which was divided into seven sections and
29 bureaus. 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 reported daily 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 sugar and
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 administrative decisions in the
distribution to final consurmers. For example,
in Cairo the governorate distribution com-
mittee determines the monthly quotas to the
Al-Ahram and EI-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

Atthesimplestlevel the welfare implica-
tions of a subsidy system can he presented
as implicit income transfers from public
revenites to individuals or groups of indi-
viduals. As a first approximation, one may
assume stich revenies to he exogenous, but
a more detailed analysis would recognize
that the level of subsidies may influence the
forin and level of taxation, and this would
affect welfare. With more information on
the consumer's budget preferences, specif-
ically own- and cross-price parameters, one
could estimate welfare effects of consumer
surplus. Alternatively, if specific consump-
tion patterns are targeted (far example, if
attaining minimum calorie intawxes 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 cach 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 compared 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 as well.

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

Access to subsidized ard rationed com-
modities varies by location and degree of
urbanization, reflecting either the rations
authorized per individual or the location of
outlets, including hakeries. Within an area,
ottlets 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 probability of supply
favor households with a low opportunity
cost of time. This does not nece<sarily mean
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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 baksheesh (gratuities). Even
for unrationed goods, benefits vary accord-
ing to the income elasticity of the product.
It measured as implicit income transfers, for
cxample, 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
housecholds rather than individuals, there is
a bias in favor of smaller families.

Two examples illustrate these last two
potential biases. In the Cairo governorate
meat and chicken allotments obtained from
workplace cooperatives are officially | 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 an additional kilogram of rice
per family is available at regulated prices,
but the number of beneficiaries is small.

Some regional disparitics have alrcady
been mertioned. The Canal areca derives
special benefits from the rationing system.
Rations are larger in Cairo and Alexandria
than elsewhere. Up to | kilogram of sugar
per person is available in Aswan, but the
quota is 0.750 grams 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 consuinp-
tion patterns in a region. Such a policy helps
to decrease the political risks inherent in
any reallocation of goods.



That regional differences in quotas can
cause sizable differences in benefits is
shown by the following example. Suppose a
rural resident of Qena supplements rations
with purchases on the regulated market so
that his consumption equals the ration of a
cousin in a city in Qena. Based only on the
difference between regulated and rationed
prices for rice and oil, the annual income
transfer to the rural cousin will be LE 1.02
smaller than that to the urban cousin. The
urban Qena resident receives LE 0.36 less
than aresident of Cairo, whose consumption
pattern is similar. The total annual expendi-
ture on the rationed quotas of rice and oil
for a Cairoresidentis LE 1.14. No differences
iri rationed levels of tea or sugar exist in
these governorates. The potential bias would

be greater if the Qena consumers could not
purchase enough oil or rice at the regulated
price to bring consumption up to the Cairo
ration quota and had to buy on the open
market. Given reported limits on regulated
markcet sales of oil in rural governorates, this
may be the situation.

Table 8 (and Appendix Table 27) show
the distribution of major commodities, in-
cluding some that are subsidized but not
rationed. Variation in the national average
in the amount of rationed sugar available by
governorates is relatively sinall. As mentioned
earlier, however, Aswan receives a larger
allotment, which accounts for the larger
average amount distributed. No explanation
for the low consumption in Kalyubia or
Sharkia is apparent. Distribution of regulated

Table 8—Distribution of major supply commodities to registered consumer: by

governorate, 1980

Flour
Regu- Regu- Ra- Milled
Rationed lated Rationed lated tioned Domesti- Imported
Governorate Lentils Sugar Sugar 0il 0il Rice cally’ Flour'
(Kilograms/capita)
Cairo 24 9.2 30.6 52 1.5 204 144" 354"
Alesandria 2.0 94 35.1 68 1.7 18.5 1627 73.7
Port-Said 17 9.1 17.7 7.0 43 393 47.5 60.5
Ismailia 2. 88 284 5.2 4.7 244 889 51.1
Sues 33 9.0 288 69 3.1 25.5 104.8 50.1
Damietta 1.5 03 173 5.0 56 183 641 369
Kalyubia 08 7.0 105 29 1.4 H.7 133.5 128
Munufia 1.1 8.7 14.1 2.1 1.8 9.2 728 209
G arbia 08 85 173 24 1.5 6.2 67.2 258
Kalr-El-Sheikh 0.5 8.6 1.2 33 1.6 6.0 50.1 259
Behera 0.5 89 98 2.6 1.0 4.6 684 205
Sharkia 0.7 76 7.9 1.9 09 40 61.2 195
Dakahlia 0.6 9.8 114 3.1 16 78 33.0 288
Giza 07 89 18.1 36 16 154 [EREN 354"
Fayum 1.1 93 163 22 1.1 7.2 138.9 7.6
Beni-Suel 1.1 9.2 157 23 1.2 84 104.4 156
Menia 1.2 9.5 144 23 1.3 8.1 103.6 16.7
Asyut 1.4 8.4 14.7 2.0 1.0 7.2 141.6 45
Suhag 1.0 94 157 23 0.6 6.1 193.0 3.2
Qena [ 9.1 211 22 1.2 73 2374 21.2
Aswvan 1.2 142 223 5.5 1.6 120 237.2 6.6
Red Sea 2.1 9.0 344 0.6 29 28.8 190.1
New Valley 3.9 9.1 10.8 24 0.6 124 90.8 7.2
Matruh 7.2 8.7 270 5.1 4.2 44.0 2404 26.5
Sinai 17.9 10.6 234 64 24 235 . .
Weighted average 1.2 9.7 183 34 1.5 11.2 1149 260

Source: Egypt, Ministry of Supply and Home Trade, unpublished data.

* This includes flour delivered to bakeries.

" Cairo and Giza are included 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 quotasin
the Canal region, it is not surprising that
people in thisregion 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 a little 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 data lists only ra-
tioned rice distributea 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 to
explain why Qena shou{d consume237 kilo-
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

beretained household produiction (Table 9}.
Per capita cereal consumption varies less
than Ministry of Supply di.tribution. This
reflects a strong negative corre. ation (r=-0.71)
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 of cereals
by selected governorate, 1980

Net From
Pro- Ministry
Governordte duction of Supply’ Total

(kilograms:capita)

Alexandria 49 295.3 300.2
Behera 149.9 111.2 261.1
Gharbia 1093 1188 228.1
Kafr-El-Sheikh 249.1 99.2 3483
Dakahlia 155.5 85.5 241.0
Damietta 94.4 145.8 240.2
Sharkia 173.2 101.0 2742
Ismailia 48.8 196.4 245.2
Sues 10.4 2149 2253
Munutia 102.6 1214 224.0
Kalyubhia 50.6 179.0 229.6
Cairo 04 2328 233.2
Giza 31.7 2293 261.0
Beni-Suef 110.7 1494 260.1
Fayum 117.1 142.2 259.3
Menia 1114 149.7 261.1
Asyut 126.2 174.6 3008
Suhag 134.0 231.1 365.1
(Jena 85.5 308.0 3935
Aswan 40.7 2921 3328

Sources: Calculated from unpublished data provided
hy (he Egyptian Ministry of Supply and Home
Trade (see Table 9 and the Appendix, Table 30).
and Central Agency for Public Mobilization
and Statistics.

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

32 This source of data gives the nuinber of sacks of flour distributed within the governorates and, therefore, is net of

interregional transport.
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determinants of distribution of procured
and imported cereils to the govarnorates.
The variables included are: CERD, cereals
distributed by the government per capita in
a governorate; CERP, per capita cereal pro-
duction less procurement; UPOP, degree of
urbanization in a governorate; WAGE, dis-
tributinn of wages; and GOVE, share of
government employees. The policy variahle
(CERD) is assumed to depend on the CERP
and the UPOP. The model tests whether
more cereal is available in richer than in
poorer regions and whether government
cemployees receive special benefits.
Thus,

CERD = f(CERP, UPOP, WAGE, GOVE).

Regression results are given in Table 10,
They include separate estimates for wheat,
rice, and totai cereals. Although much of the

variance remains unexplained, which could
be due partly to stock changes, some con-
clusions can be drawn.

The major determinant of regional dis-
tribution is the availability of cereals from
local production, But some per capita pro-
duction differences still seem not to be
completely leveled out. According to the
estimated parameters, -:n additional kilogram
of per capita cereal production may decrease
distribution by 0.56 kilograms,

The degree of urbanization of a gover-
norate {UPOP) does not imply a significant
increase in total cercals distributed by the
Ministry of Supply. Although the variable
does little to explain differences in regional
distribution of wheat and total cereals, it
always shows the expecrad positive sign.33
However, there is a significant targeting of
government rice distribution to urban areas.

A 10 percent increase in urbanization
would mean 3.2 kilograms more rice per

Table 10—Determinants of regional cereal distribution by the national government,

1980
Dependent Absolute  _
Vdriable Independent Variable, Parameter Estimates Value R? F-value
1OTD = =O5557MTOTP + 03695 UPOP - 0.0727 WAGE + 1 776" GOVE 9330 0.570 5.1
{ 1.70) (0.43) {~0.24) (1.35)
WHED -0 60847 WRMS + 0.1715 UPOP — 00036 WAGE + 1.615 GOVE 102.9 0.520 4.2
(- 1.80) 0.21) (~0.12) {1.20)
RICD s 003948 RWMS « 02216 UPOP - 00652 WAGE + 0.2889 GOVE 10.7 0.854 220
(-2.98) {641) (- 3.85) (3.92)

sources: Caleulated from unpubhshed data provided by the Lgy ptian Ministry of Supply and Howme Trade, Ministry
of Agriculture, and Central Agency for Public Mobilization and Statistics.

Notes: T-values are in parentheses. The number of obsen ations is 20
TOTD = total cereals distributed ta governorates per capita n 980, in kilograms ot wheat equivalent.
VHED = wheatand flour distributed to governorates per capita in 1980, 1 Klograms of wheat equivalet 5
RICH = rice distnbuted 1o governorates per capita in 1980, Kilograms.
TOTP = total cereal production available for human consumption per capita in 1980, production of whe-.t,

nee, maize, and sorghum, less rice procurement, tess animal teed use from maize and sorghum
festimated according to houschold survey).

WRMS - production of wheat, rice, maize, and sorghum avaitable for human consumption (calculated as
TOTP) plus rice distribution: i Kilograms per capita in 1980

RWMS = production of wheat, nce, maize, and sorghum available for human consumption {catculated as
TOTP) plus wheat distribution; in kilograms per capita in 1980

UPOP = urban population as percent of the total in the governordates in 1976.
WAGE = average wage per worker in the governorate in plasters in 1976
GOVE = employees in government enterprises as a percent of the total governorate in 1976,

* This rejects the 0-hypothesis at the 90 percent level according to the t-distribution.
Y This rejects the 0-hypothesis at the 95 percent level according to the t-distribution.
¢ This rejects the 0-hypothesis at the 99 percent level according to the t-distribution.

¥ There is a fairly high intercorrelation between the urbanization variable (UPOP) and the variable representing
regional cereal production (TOTP): r = 0.8. Nevertheless, the parameters 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 in a socially equi-
table way: the lower the regional wages, the
higher the quantity of cereals, particularly
rice, distributed to the region. The parameter
estimates of the variable GOVE indicate that
the government does use the cereal distri-
bution systemn to help support its employees,
but many governinent 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 unexplained deviation from the
distribution pattern predicted by the imodel.

In general, this regression indicdtes 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. Thercfore, gov-
ernment food distribution during periods
when supplies were scarce, such as 1968-73
when the per capita cereal supply declined
markedly, are not examined.

Differences in the number of bakeries in
different regions have led to a common
belief that theie is a regional bias in flour
distribution. Alexandria has 27 hakeries per
100,0G0 population; Qena only 4.3 (sce the
Appendix, Table 28). There is, however, no
strong correlation between the number of
bakeries and distribution of subsidized flour
per capita. Excluding the frontier gover-
norates, the correlation from cross- sectional
1980 d=ta yielded a correlation coefficient
of 0.24, mainly because the three Upper
Lgyptian governorates of Suhag, Qena, and
Aswan have the highest per capita flour dis-
tribution but few hakeries. (Excluding these
governorates gives a simple correlation co-
efficient 0f 0.75.) The unexplained differences
in distribution probably reflect the large
volume of distribution through government
fl~ur 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
of wheat delivered from the central allocation
as well as by village or district administrations
involved in flow distribution.

Table 11 supplements the discussion of
regiona! distribution patterns with basic
data from four governorates. Although the
data are not strictly comparable, they indicate
the wide diversity of channels of distribu-
tion.* For example, in March 1981 only 12
percent of the 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-El-Sheikh was 72 percent-extraction
flour compared with onily 22 percent in
Sharkia. (Simil>r observations can be made
from Table 8 using the 1920 data. For
example, compare the ratio of imported
flour to wheat distribution in the Upper
Egyptian governorates or Kalyubia with some
of the other governorates.) The volume of
bread sold in villages rauges from 7 percent
of the amount used in Qena to 52 percent in
Menia. Two thirds of the 337 viilages in
Menia have 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. [n this
governorate there are more sales per store of
82 percent-extraction flour in cities than in
villages, but the opposite is true for 72
percent-extraction flous. There is no equiv-
alent for72 percent-extraction flour available
from local mills. If one assurnes that more
villagers bake their own bread than urban
dwellers and that they probably use a com-
bination of domestic {82 percent-extraction)
and imported (72 percent-extraction) flours,
and perhaps maize, the pattern is not sur-
prising. To fully understand the consumption
pattern for wheat and imported flour will
req-vire data on household characteristics
and on the local marketing outlets for flour
and bread.33

™ The number of baludy bakeries reported for Qenain Table 11 differs from that in Table 27, though the tonnage does

not.

% For example, it 1s not unlikely that some of the high wheat consumption in Upper Egypt comes from flour diverted
to Sudan. Documentation of the extent of such trade is, of course, impossible.
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Table 11—Distribution of flour by selected governorate, March 1981

Bakeries

Flour shops

72 Percent Flour

82 Percent Flour

72 Percent Flour 82 Percent Flour

Governorate Villages Cities Villages Cities Villages Cities villages Cities
Sharkia

Number of shops 32 91 57 95 127 364

Tons sold per month 400* 2,542" 2,000* 8,184" 407 1,459
Kafr-El-Sheikh

Number of shops 16 48 13 180 131 532 226

Tons sold per month 285 1,402 629 1,398 693 2476 2,524
Qena

Number of shops 17 9 14 na. n.d.

Tons sold per month 930 280 2,780 24,070
Menia

Number of shops 3 34 324 138 n.a. na.

Tons sold per month 82 1199 9741 7,052

Source: Conversations with governorate officials.
Note:

* This figure is an estimate.

Where n.a. appears, the figure was not available.

" This was calculated by subtracting estimated sales of village shops from total sales.

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 urhan 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 0f0.750 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. Qil quotas are
iarger 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.

% U.S. Agency tor International Development, “Egypt’s Food and Energy Subsidies,” Cairo, 1981 (mimeographed);
Richard S. Eckaus and A. Mohie- EI 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 Lance
Taylor, “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 distribution 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 1981, the trans-
fer from the treasury to the consumer would
approximately egual the total transfer a con-
sumer would receive by obtaining rations of
rice, sugar, and oil at subsidized prices.?’

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-El-Sheikh is
reported to be 44 percent of the total.
Because the governorate is nearly 80 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 of 82 perccent-
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-El-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 accruc 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 lorayem on the
effect of changes in the mode of food distri-
bution uses the 1974/75 household budget
survey for urban areas only.3% 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 Il 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-

7 This is based on 0.750 kilograms of sugar, | 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 is used.

38 yU.s. Agency for International Development, “Egypt's Food.”

3 Korayem, “Elimination of Food Subsidy.”
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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

Nutzition 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.
Inthe case ot Egypt the absence of targeting
and the naturc 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.?9 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 consumptior 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!

In presenting the calorie intake by ex-

* Lance Taylor, “Food Subsidies: Macro and Micro Issues,” Massachusetts Institute of Technology, Cambridge,

Mass., 1976. (Mimeographed.) See especially Appendix D.

! 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 usr of average calorie requirements see Shlomo Reutlinger and Harold Alderman,
The Prevalence of Calorie 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 Urban Areas
Food 1958/59 1964/65 1974/75 1958/59 1964/65 1974/75
(kilograms/capita)
Wheadt 69.7 69.9 59.5 13.1 12.3 7.7
Maize 759 66.8 45.2 12,5 13.5 5.8
Sorghum 34.6 304 1.4 5.3 4.1 1.8
Rice 23.8 24.6 21.) 19.5 21.2 25.0
Wheat flour 16.1 225 40.7 334 8.0 254
3read 6.0 14.6 18.8 96.7 115.8 1379
Noodles 08 20 27 4.5 5.6 6.7
Beans 53 6.9 4.5 4.0 4.6 4.3
Lentils 3.2 45 3.1 33 4.2 4.1
Meat and poultry 9.7 9.5 9.1 13.5 126 13.0
Fish 28 37 4.5 5.9 7.3 6.0
Egps 0.9 14 1.4 1.7 1.4 1.6
Vegetable oils, fats 27 5.0 7.5 6.6 8.7 8.1
Butter, butter oil 23 2.6 3.1 3.2 2.2 2.1
Milk 24.6 8.7 8.8 18.3 17.5 18.7
Cheese 0.8 8.8 7.5 4.2 5.0 49
Potatoes 66 104 8.7 9.9 134 111
Onions 8.4 7.6 8.0 9.1 7.9 8.9
Tomatoes 10.2 113 14.0 17.1 189 24.0
Citrus 3.6 5.0 7.1 9.7 10.3 12.0
Dates 5.0 4.8 23 4.1 4.2 2.1
Sugar 10.0 11.6 134 114 12.2 13.0
Syrup 2.2 29 o 1.4 1.8
Honey 0.5 0.2 0.2 1.3 0.4 04
Sesame . 0.7 0.5 L 1.3 1.2
Calories per capita per day 2729 2.898 2,590 2252 2,227 2,433

Sources: Central Agency for Public Mobilization and

Statistics (CAPMAS), Fumily Budget Survey 1958/59 (Cairo:

CAPMAS, 1961); CAPMAS, Fumily Budget Survey, 1964,65 (Cairo: CAPMAS, 1972); and CAPMAS, Family Budget

Survey 1974/75 (Caivo: CAPMAS, 1978).

penditure 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 and 970.7 for rural areas, with an
average income elasticity 0£0.37, calculated
at average calorie intake. The elasticities for
the poorest 25 percent of each group are
dpproximately 0.20 and J.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 to the right alung 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 distribution system, it is
possible that fewer families have low food
intakes than in other countries with similar
income structures,

Similar conclusions can he drawn froma
survey conducted in 1978/79 by the Nutrition
Institute in Egypt.#? Relatively few cases of
severe 1nalnutrition were found throughout
Egypt. Only 0.8 percent of the children

2 Nutrition Institute, Ministry of Health, Arab Republic of Egypt National Nutntion Suivey, 1978 (Washington, D.C.: U.S.

Agency for International Development, 1978).
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observed had severe undernutrition (third
degree by the Gomez classification, that s,
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 children could be desig-
nated as severely undernourished by the
Gomez classification.*3 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
during 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).# Diarrheal diseases, 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 day 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 63.4% 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 do
not also meet their protein needs. The only
group that may be at risk is children being
weaned. The food subsidy system is not
cwrently targeted toward this group.

Egypt does have a large program to pro-
vide supplementary feeding through the
health care system.4® The Ministry of Ed-
ucation, in conjunction with private volun-
tary agencies and the World Food Program,
provides school lunches. Other programs
are targeted toward 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 commadities, 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 derr.and
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
1o 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 zoods
such as livestock products. The increased
demand will result in upward pressures on
other commaodities on the open market. If
such pressures are transmiiied to the pro-
ducers, farm incomes will bc 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 therise in
prices of some commodities by setring price
ceilings. The net effect on farin incomes
cannot now be assessed. Real farm incomes

M. El Lozy, J. Field, G, Ropes, and R. Burkhardt, Childhood Malnutrition in Rural Egypt: Resvits of the Ministry of
Health's Weighing Exercise, Health Care Delivery System Project Monograph 4 {Cambridge, Miss.: Massachusetts

Institute of Technology, 1980).

“ Hekmat Ali, director of the Nutrition Institute, personal communication, May 1981.
¥ H. Strotmann, "Die Nachfrage nach Nahrungsmitteln in Agypten” [The Demand for Food in Egypt) (Diploma
thesis, University of Gottingen, Institute for Agricultural Economics, 1980).

* R. Burkhardt, J. Field, and G. Ropes, Supplementary Feeding in Rural Egypt: A Survey Profile of the Fealth System in
Action, Health Care Delivery System Project Monograph 5 (Cambridge, Mass.: Massachuseds Institute of

Technology, 1980).
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are also directly affected by the subsidized
foods made available to farm households,
although farm families may receive less
than city dwellers.

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 and 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 crops
that are primarily exported, such as onions
and cotton, and these also provide :arnings
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, and 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, are em-
phasized in this report. When input costs

are taken into account, all basic food com-
modities dare ettectively taxed.4? Only meat
and milk are protected. The protection of
meat increases the demand for feed and
roughage, which results in rising relative
feed prices and expanded berseem area. It
means an income transfer from the mainly
wugh-income consumers of fresh meat to
livestock producers, which somewhat offsets
consumer gains from subsidized meats.

Inrecent 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
percentiorunginned cotton, and 13 percent
for rice.

Delivery quotas at prices fixed helow
market levels are enforced for rice, pulses,
sugarcane, cotton, and onions. Furthermore,
farmers provided with subsidized feed are in
principle 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-ities 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 onjons 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
production 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,

7 William Cuddihy, Agricultural Price Management in Egypt, Warld Bank Staff Working Paper No. 388 (Washington,
D.C.: International Bank for Reconstruction and Development, 1980).

8 This may be part of the payment for land, though no confirmation of this is currently available.

52


http:taxed.47

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 (Mour, bread) 0.48 N L S N
Rice 049 S S S, L S, L*
Maize 0.69 N L L. N* N
Sorghum 0.70 N N N N
Beans 0.71 S S S L
Lentils 0.68 S S S L
Sugar 0.36 S S S, L* S, L
0il 0.62 S, L S. L®
Meat. poultry 1.43 s L. N" L, N®

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

Trade.

Notes:
enforced at all.

S means that the controls are strictly enforced; L that they are loosely enforced: and N that they are not

* The government distributes a strictly rationed basic quantity of this food. An additional quantity is sometimes

provided at higher prices, if supplies allow.

b Afixed price ration is sometimes provided but is not assured: the food is also sold without restrictions on prices or

quantities.

' The quota is for farmers who fatten their cattle solely with subsidized fee- provided by the Ministry of Agriculture.

does allow for elastic supply adjustments.49

Quotas for the delivery of rice allow the
government a savings over the cost of pro-
curement on an open market. The quota is
assessed per feddan and can be viewed as a
lump sum tax equal to the quota times the
difference between the government purchase
price and the open market price. It is a fixed
cost of production for the paddy grown on
the government-allotted areas. Once the
farmer makes the decision to produce rice,
the open market price determines the in-
tensity of inputs and the marketing of pro-
duction at the margin.

The delivery quota (as distinct from the
acreage quota) can be viewed as a means of
saving the Ministry of Supply costs of
procurement but may not be necessary to
guarantee the flow of rice from the villages
to the cities.5? Nevertheless, apart from the

tax revenues that would be lost, the elimina-
tion of delivery quotas for rice would entail
an additional difficulty, as handling domestic
procurement through price policy entails
some risks with which the government has
little experience. A miscalculation of the
proper floor price for rice, or bureaucratic
inflexibility, could leave the Ministry of
Supply without stocks to distribute to non-
producing areas. This concern differs from
negotiating imports of wheat when Egypt’s
purchases may be too small a percentage of
world trade to influence the world price.

Wheat procurement at the time enforce-
ment of delivery quotas was ended in 1977
contributed only a relatively small amount
to budgetary and foreign exchange savings,
and it constituted only a small portion of
domestically distributed supplies. For wheat
production to be large enough for procure-

*? The acreage response elasticity to own-price change of rice is estimated to be 0.53. The delivery quotas are defined
by the Ministry of Agriculture 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 Gottingen, Institute for Agricultural Economics, and the Institute
of National Planning, Cairo, 1980. (Mimeographed.)

% de 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 1970s. At this time,
too, new sources of foreign exchange made
reliance on the world market less of a
burden.

Subsidized Food in a
Rural Setting

In recent yeers 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-
sidized bread. A case study of subsidized
food consumption in rural areas addresses
the following questions: How is subsidized
food distribution organized on the local
level? Do differences 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.’!
To a basic questionnaire dealing with farm
resources, production patterns, yields, prices,
stocks of produce, marketing, livestock,

farm management, and so forth, questions
were added dealing with food consumption
andd purchasing, especially: quantities, prices,
and sources of basic food iteims bought dur-
ing March 1981, the month of the survey,
as well as during the preceding year, 1980;
availability of subsidized and rationed food
and buying conditions (rations and prices);
and 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 sample; that is, farms of
less than 1.5 feddan. The farm-size structure
in the study is representative of that nf the
country.

Farm Size Number of
(feddan) Households
Upto 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). Differerces between villages in
different districts may stem from distribution
decisions of the regional distribution com-
mittee, whereas differences between villages
in the same district may result from decisions
of the district fmarkaz) 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 the ration, or because shop’eepers treat
customers unequally so that households
pay different prices and receive different
quantities.

U The survey was conducted as an adjunct to the Ph.D. research of Mamdouh M. Nasr of the Institute of Agricultural
Economics, University of Gottingen. The sampling procedures are outlined in his forthcoming thesis. Detailed
survey results are listed in Joachim von Braun, “The Role of Subsidized and Rationed Food for Food Supply and
Consumption in Egyptian Farm Households— Indications Trom a Survey in Sharkia Governorate.” University of
Gottingen, Institute for Agricultural Economics, July 1981. (Mimeographed.)
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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
Telhana Minyet el Qamh 7.000 1 3 1
Sadadana Minyet el Qambh 700 0 0 0
Menshea Miny et el Gamh 800 0 0 0
F Byrom Faqus 5000 4 3 1
Al Chayashin Bilbeis 8.000 0 1 1
Al Dahtdamoun Abont Kehir 6.000 | 5 |
Shobak Basta Zagasig 6.500 0 5 !
Shiba Zagazig 15.000 2 5 0
Nakdrea Zaganyg, 8.000 2 5 0

Source Data gathered ina survey ot villages, March 1981

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
than quantities and prices o the components.

The importance of a particular rationed
item 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 a marginal addition to a farm
household's total, and pulses are not strictly
rationed (see the Appendix, Table 33). The
market price of flour generally exceeds the
price charged by the Ministry of Supplv in
their licensed, subsidized flour shops.

All 29 farm households surveyed reported
that a high share of their cereal consumption
came from their own mocduce. Table 15
shows that marketing patterns ditfer accord-
ing to the item and the farm size. There are a
number of reasons for these variations.
Compulsery 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 flnur because of the perceived

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 depend 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. A registered
bakery in a village 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 a bakery, 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 houscholds 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,?¢

The larger the farn, the greater the social

52 CAPMAS, Family Budget Survey. 1974/75 Radwan and Lee reported a median consumption of 259 kilograms per

capita (Radwan and Lee, "Anatorny 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} (Mziketed)

(kilograms)

Less than
2 feddans 969 2,808 1,147 531 517 176 1,085 16 352
2-4 feddans 1,858 5,539 1475 727 365 202 2,723 17 2
More thar.
4 feddans 3450 9,667 2,753 1.450 cas 60 4,333 13 :
Selling and Buying
Maize Bread Total Availabe Cereals Degree of
Farm Size Sold  Bought Bought Total Per Capita Self- Sufficiency
(kilograms) (kilograins of {percent}

wheat equivalent)

Less than

2 feddans 54 439 192 2,578 302 16
2-4 feddans 205 82 721 3,315 420 33
More than

4 feddans 233 667" 750 4,936 5¢ ! 139

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

Rationed Goods Bought Extra Calories
Farm Size Lentils Beans 0il Sugar Lantils Beans oil Ration  Bought Extra
(kilograms/household/year) {1,000)
Less than
2 feddans 9.5 12.1 245 74.8 40.2 1919 222 568.4 803.6
2-4 feddans 8.2 12.9 18.8 62.0 37.9 125.1 249 466.3 283.7
More than
4 feddans 12.0 12.0 316 75.0 29.0 90.0 16.0 638.3 344.6
Total 9.2 124 227 69.1 380 1514 227 529.9 522.6

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), 8.1; and
for maize, 13.7. The average buying prices were: 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 a small
sample; 11 farms bought maize, 5 sold it.

* One household bought 200 kilograms.
b This was used mainly as feed.
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responsibilities of the farm family. For ex-
ample, large tarm 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 mentioned by some farmers, may
Le an additional reason for excessive cereal
disappearance.

Only 9 of the 29 households (mostly in
Zagarig) 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
bread 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), and 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 due to its poor quality.

A number of farmers expressed the opinion
that "one must have one's own wheat and
rice.” Thus, their production decisions de-
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
asmall share of the demand. On the average,
the rationed lentil supply is one quarter and
the rationed heans 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 he 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 witi
rationed and subsidized food (Table 16).
The share was smaller for small farm house-
holds becaus: they consumed less bakery
bread. A ' rger share of the cereals they
consumed was purchased 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 consumption 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-
diture on food. Differences hetween farm
size groups are large. The share of subsidized
arnd rationed food in total expenditure is
smaller for the smallest farms because this
group spends more on bhasic foods on the
open market and consumes less subsidized
bread. The share is also smalter for the
largest farms due 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, Calorie
Farm Size Flour Bread Sugar Total Requirements
tkilocalories personsday) {percent)
Less than 2 teddans 178 166 133 527 21
2-4 fedddans 238 673 175 1.086 43
4 feddans 63 609 211 BH3 34
Total 797 422 182 795 32

Source: Data gethered in a survey of villages, March 1981
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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
survey.’3

This cdase study indicates that the food
subsidy and rationing system directly affects
rural Egypt. This is shown by the importance
to farm houscholds of subsidized and ra-
tioned food for calorie value, share in food

51 Radwan and Lee. “Anatomy of Rural Poverty.”
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expenditures, and houschold income. In
addition, there may be indirect effects on
price relationships of noarationed 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.



7

CURRENT FOOD POLICY OPTIONS

Current food policy is still influenced by
recollections of the January 1977 riots that
followed announcement of price incredses
for regulated sugar, allrice, shamy and other
breads from 72 percent-extraction flour,
and pasta {Table 17). Prices of baludy bread
and rationed sugar were not affected. The
government also announced mcreased prices
for butagas, gasoline, cigarettes, and domes-
tically produced appliances 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
toraise 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 along-standing policy of subsidiz-
ing basic commaodities. The risks were recog-
nized in Egypt in 1977. What prompted the
government to confront those risks at that
time? Infact, in 1976 a number of econonic
indicators seemed to point toward reduced
pressures on the subsidy system. World
prices of food had been declining and
domestic production of oil had hegun to
approach exportable levels. The government
deficit had declined from the previous yea.
Even the sizable trade imbalance had declined
slightly. Tourism, workers' remittances, and
canal receipts had increased, making for a
substantial decline in the current accounts
deficit. Trends, however, do not pay bills.
Because foreign reserves were limited, aid,
investments, or loans were needed to fill the
gap. Egypt's forcign debt at the beginning of
1977 was LL 4.824 million (72 percent of
GDP of 1976), and further lines of credit
were restricted. > Some of this debt came

5 Quarterly Feonomic Review of Egypt. 1st Quarter, 1977,

from rolling over the short-term loans that
were required to finance food imsporls prior
101974 when food aid increased.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 Orgamzation for the
Development of Egypt, a consortium of
leaders from Arab states, refused to grant a
loan of U.S. $1 billion to fund the balance-
of-payments deficit in late 1976, it granted a
loan of $1.5 billion within a month following
the riots. Similarly, international Monetary
Fund credits, bilateral loans, and credits
from commercial banks were obtained in

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

Subsidized
ltems with

No Price ltems with

Increase Price Increase Increase
{percent)
Balady bread Fino bread 50
Beans Refined {louar
(72 percent
extraction) 67
Lentls Regulated
SUgar 4
Rationed sugar Rationed rive 20
Cooking oil lea Subsidy can-
celled
Imported meat Yellow maize Subsidy can-
celled
lertthizer Butagas 46
Insecticnde Gasoline 26-31
Cigarettes Various
amounts

source: Al dhram January 18-21, 1977,

% Ahmed A. Gouelr, " Foo Security in Africas With Special Reference to Egypt,” paper presented to Food Security in
A Hungry World: An International Food Security Conference, San Francisco, Cal., March 4-5, 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.56

Although the price rises were rescinded,
the government continued tn <t5e publicly
that it intended to reduce and eventually
eliminate all subsidies except those on
bread.5? 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 reiscued with a slight
reduction in eligibility, and nominal market
prices for hread and flour were raised.

Records for eligible households were
upda-ed when the ration books were reissued.
Membecs who had died, emigrated, orregis-
tered elsewhere were removed. Amnesties
were granted from fines for misrepresenta-
tion. At the same time, families with heldings
greater 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 venture compar.i:s were pro-
hibited from obtaining books.? The restric-
tions proved somewhat modest: Ministry of
Supply records indicate 300,000 fewer fam-
ilies had ration hooks in i980 thanin 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
with93.3 percent-extraction flour instead of
87.5 percent. A special balady loaf made
from 82 percent-extraction flour was in-
troduced at 1 piaster. This loaf was 25
percent larger than the old balady loaf. Shamy
and fino breads remained the same price and
size but were made from domestically milled,
82 percent-extraction flour instead of im-
ported 72 percent. As this imported {lour
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.

5% Quarterly Economic Review of Egypt. various issues.

The major challenge to this policy came
from bakers rather than from consumers.
Although the price bakers paid for flour to
make balady bread declined slightly, the
cost of flour per loaf of special balady in-
creased more than the selling price. Bakers
perceived that the new regulations, which
also were designed to give them more profit
per loaf on fino and shamy Dbreads, did not
allow them sufficient profit margins, espe-
cially in the face of rising labor costs. For
three days in February 1980 they stopped o1
slowed production in Cairo and Alexandria,
and consumers were frequently unable to
purchase bread.

In July the regulations concerning bread
were modified again. The coarse balady
bread was removed from the market, feaving
only the special balady bread plus two sizes
of shamy bread and three of fina All but the
balady bread were to be produced from 72
percent-extraction flour as they had been
prior to Fchruary. However, the loaves of
shamy and fino bread, at | piaster, were smaller
than those baked hefore the new regulations,
Other loaves of these breads were priced in
proportion to their size. The price bakers
paid for 82 percent-extraction flour was
reduced from LE 6.20 per 100 kilgram sack
to LL 5.00. The price to bakers for imported
flour increased slightly, but product prices
to consuiners increased more, allowing greater
profit.5?

The two regulations on hread prices and
sizes were steps in the elimination of the
half piaster loaf. Consumers were first given
the chnice between a cheap balady bread of
slightly reduced quality and a more expen-
sive loaf of somewhat higher quality. Even-
tually the lower-quality bread was removed
from the market. The strategy or adjusting
prices by making small changes in a product
is also a means used by pubiic-sector cen -
panies to raise prices of manusactured goods.

Rising prices in the world market and
local shortages pushed Egyptinto 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 increasc the price of

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

58 Egyptian Gazette. February 1, 1980.
59 Egyptian Gazette, September 10, 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 day.

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
during 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
provided by the government, 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”
exploiting the ban. Similarly, middlemen
were blamed for the upward pressure on
meat prices.50

After the market glut that occurred when
the ban was lifted had subsided. the govern-
ment issued price ceilings for meat. Sales
were prohibited on four days per week as
they had beer: prior to the ban. Recognizing
thatrising urban demand would continue to
place pressure on prices, the Ministry of
Supply stepped up imports of hoth 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 attempt 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-

6o Egyptian Gazette, October 12, 1980,

forms. During the first months of 1982 the
role of subsidies in the economy was widely
discussed in the press and in conferences of
economists and administrators.®! Itis recog-
nized that without a clearly expre:sed na-
tiona! mandate, such as occurred in Jamaica
and Sri Lanka, any departure from historic
commitments 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 probable economic situation in the
middle 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
on which items should be changed 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 different rate and degree of subsidy
elimination. A different policy for domes-
tically produced commodities than for im-
ported goods has also been proposed.

In lieu of an arbitrary timetable, some
cconomists seek to link elimination of sub-
sidies to growth in GNP or in wage earnings.
Productivity growth would probably be in-
cluded in such a plan. Another proposal is
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, 110posals to compensate workers are
frequently offered. To prevent a decline in
real incomes, the government could raise

*! The options under discussion here are collected from papers and statements from the Economic Conference,
Cairo, February 13-15, 1982; and personal communications with experts on the subsidy issue during January-April
1982, in particular: Ismail Badawy, deputy minister of the Ministry o.” Economy; Ahmed Abdel G..affar, first
undersecretary of the Ministry of Supply and Home Trade; Mostafa Ei-Said Ibrahim, vice dean and professor of
economics. Cairo University; Saad Barghout, undersecretary of the Ministry of Economy; and Ibrahim Helmi 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
gnvernment 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 the
proposal using wages and prices to determine
subsidies, this strategy allows for a more
exogenous determination of subsidies. How-
ever, it is argued, this linkage is potentially
inflationary. A more indirect means of mod-
erating the burden of subsidies is a proposed
program of investmernit 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 distributed or their prices deter-
mined. Other suggested reforms are designed
to increase the flexibility of the food system
and ro allow for market-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 atrib-
uted to the subsidy system while shifting to
a market determination of food prices. The
stamps would be for specific commoditias
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 indexing described above, hut
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
systein, 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
economitsts that the food subsidy and ration-
ing system iiccds 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 fundamental
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.

Quesi-ons at the Macro Level

Research on the f‘ollowin§ questions
offers potentially high returns 2

What is the effect of subsidies on inflation?
Macroeconomic modeling could elucidate
the effects of subsidies on domestic money
creation, taking into account both domestic
borrowing to meet the deficit and the draw-

2 A number of macro models for Egypt exist. As in any complex model, the ones on Egypt include a number of
assumptions that are subject to discussion. For example, in Taylor's Keynesian model, the results appear to be a
consequence of the assumption that government investment and consumption are fixed. To a large degree, this
assumption determines the deficit and hence the national income. See Taylor, “Food Subsidies:” Lance Taylor,
Mucro Models for Developing Countnes (New York: McGraw-Hill, 1979); R. Eckaus, F. McCarthy, and A. Mohie E}- Din,
“Multi-Sector General Equilibrium Policy Model for Egypt,” Development Research and Technological Planning
Center. Cairo University no date; Eckaus and Mohie EFDin, “Consequences of Changes;” and Y. Boutros-Ghali and
Lance Taylor, “Basic Needs Macroeconomics: 1s [t Manageable in the Case of Egypt?” Joumal 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 of subsidies on
government spending? In macromodels that
take government spending as exogenous,
the marginal effect of the subsidy bill may
be buried in assumptious 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
down 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 are low
due to bhottlenecks, 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 Scobief3 Cne
question is whether consumption goods,
investment goods, or inputs are crowded
out by the imports of subsidized food.

Questions on the Agricultural Sector

To what degree does subsidy policy establish
constraints 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

® Scobie, Government Policy.

and marketing 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.

Allocative Efficiency Questions

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 awheat/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 manrer not directly
predictable hy price and incorae information.
Such a model would requirc observations
on the actual marketing behavior of con-
sumers, including the channe!s of purchase
as well as the commodities closen.

Welfare and Distribution Questions

What are the welfure effects of the quotas?
Are the authorized quotas a regressive or
progressive system of resource transfer,
compared to other market mechanisms with
or without programs of income transfer? s
there any systematic pattern of deviations
from vegulations that hinders a group of
consumers front obtaining regular access to
authorized deliveries of subsidized goods?
Similarly, is there equity in access to bread
and flour as well as to commaodities 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 nutritional implications of any
chunge in subsidy policy? Reallacations 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 equiry of alternative
inflation scenarios? The fact that the current
system holds certain prices nearly constant
in nominal terms may indicate 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 issues are far
more complex than the issue of food subsi-
dies alone. However, a deeper understanding
of the issues involved 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 governorate, March 98]

Sugar
Rationed Regulated
Beans Sugar Sugar
Rice* Rationed Oil Regulated 0il Rural Lentils Rural Rural
and and and
Governorate Urban Rural Urban Rural Urban Rural Urban Urban Rural Urban Urban
{(kilograms) {grams) (Klograms) {grams)
Kafr-El- 5 card 2 card 300 150-600 100 150 1 card No No 750 750
Sheikh person person’ person person regular regular person person
supph supplh
Sharkia 1 person No 300 150 100 150 1 card I card No 750 750
regular person person person person repular person person
supph supply
Menia 6 card 4. card 300 150 na. 150 1 card 1 card I card 750 750
person person person person person
Asyut 4 card 2 card n.ad 150 n.ad 150 1 card 1 card 1 card 750 750
person person person person
Qena I person 0.5 300 150 150 150 1 card I card I card 730 750
person person person person person person person
Cairo I person I person 150 150 No himin No limit I card 1 card 1 card 750 No limit
person person person
Ismailia 15 1.5 700 700 700 700 2 card bS5 card 15 card 730 750
Suez person person person person person person person person

Port-Said

Source: Conversations with staff of regional offices ot the Egyptian Ministry of Supply and Home Trade.

Notes.  The prices of these commodities were: for rice, 5 piasters per Kilogram: for rationed oil. 10 prasters per gram: for regulated oil. 30 piasters per gram; for beans, 10 piasters
per Kilogram; for lentils, 11 piasters per kilogram: for rationed sugar, 10 prasters pes gram: tor regulated sugar. 30 piasters per gram. Where n.a appears. the figure was not

available

The ration for those in coastal arcas was 450-600 grams per person: in other rural areas it was 150 grams per person,
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Table 19—Quantities of rationed and regulated sugar, tea, and oil, 1975-80

Sugar 0il Tea

Percent Percent Percent

Year Rationed Regulated Total Rationed Rationed Regulated* Total" Rationed Rationed Regulated Total Rationed

{1.000 metric tons) (percent) (1.000 metric tons) {percenty {1.000 metne tons) (percent)
1975 3281 36353 693.6 47 1277 179 1688 76 169 18.6 35.5 18
1976 3421 1082 7503 36 1293 154 1726 75 7.5 20.1 37.6 37
1977 3521 1573 8094 13 1326 2. 1824 73 17.8 194 37.2 18
1978 3581 5307 888.8 10 135.2 305 192 4 70 183 186 36.9 50
1979 3568 1889 8457 12 133.2 37.5 196.4 68 181 18.2 363 50
1980 3388 690 2 1.0290 33 1295 349 2140 61 174 17.4 348 50

Source: Egvpt. Ministny of Supply and Home Trade, unpublished «data.

* This s first quality oil.
" This includes rationed and regulated oil and first- and third-quality oil for shops. Third-quality oil can be converted to a first-qualitv equivalent by dividing by 1.14.



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

Households
Tamween  Cooperative Average Number Number of Registered
Shops Outlets of Ration Books Ration Books  Number of at Their
Governorate 1981 1979 per Tamween Shop 1981 Individuals  Workplace
(1.000)
Carro 1.762 750 672 1.183 5.537 69
Alexandria 1,196 190 451 539 2476 58
Port-Said 130 80 555 72 316 3
Ismailia 254 62 339 86 438 |
Sues, 492 23 500 40 231 3
Damietta 524 80 238 125 622 10
Kalyuhia 1.069 132 318 340 1.652 L2
Munufia 1.539 137 249 383 1817 114]
Gharbia 3433 388 151 17 2426 19
Kafr-El-Sheikh 1.283 185 215 275 1,451 8
Rehera 2617 192 186 187 2,595 20
Sharkia 2498 112 218 945 2,628 13
Dakahlia 2,738 418 225 615 2,957 3
Giza 2171 375 223 485 2413 11
Fayum 1051 211 227 239 1154 6
Beni-Suet 1.038 121 224 233 f1n
\Menia 2962 186 151 347 2,017 12
Asyut 1.864 119 186 346 17H1 39
Suhag 1.894 120 180 340 1,767 39
Qeng 1,261 152 269 339 1.637 29
Aswan 553 240 243 135 647
Red Sea 30 10 420 13 64 |
New Valley 63 13 Ll 92 19 0
Matruh 67 15 315 21 137 1
Sinai 45 3 1.251 106 78 ]
Total 32167 4314 9423 7.844 37.976 501

Sources: Unpublished data from the Egyptian Ministny of Supply and Home Trade and Central Union for Consumers’
Cooperatives

Table 21 —Producer prices of selected crops, 1980

Governorate Wheat Paddy Maize Sorghum Beans Lentils
{LE1on)
Behera 767 813 1271 n.a 180.6 n.g.
Gharbia 873 815 131.4 n.d. 187.1 nd.
Kafr-El-Sheikh 813 81.4 1107 na. 1819 n.a.
Dakahlia 840 813 11306 nd. 1935 na.
Dametta 813 83.8 127.4 N 208.4 n..
Shark.a 77.3 813 1179 n.a. 190.3 n.a.
Ismailia 86.7 117.9 n.a. 187.1 n.a.
Munufia 86.7 818 171 n.a. 193.5 n.a.
Kalyubia 8420 76.7 1257 na. 1935 n.d
Giza 80.0 803 127.9 101.4 208.4 n.a.
Beni-Suet 80.7 - 1207 | 97.1 2206 n.a.
Fayum 80.0 783 124.3 1007 2194 n.a.
NMenia 98.7 u1.6 1243 95.4 193.5 3125
Asyut 100.9 130.0 114 205.2 2859
Suhag 106.7 o 135.7 125.0 2129 3125
Qeng 108.7 . 138.0 1278 1935 3063
Aswan 100.0 . 135.7 125.0 1935 3163
General average 88.0 81.3 1194 118.6 1993 2944

Source: Egypt. Ministry of Agriculture, unpublished data,

Note: Where n.a. appears, the figure was not available.
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Table 22—Wheat and flour production, imports, and consumption, 1970-80

Wheat Imported Flour

Year Production Imports Consumption Imports Consumption

(1.0 metnic tons)

1970/7! 1.516 2,207 3.338 260 581
1971/72 1.729 1,992 3.566 569 553
1972" 1.616 2,082 3.739 432 541
1973 1,837 2,534 4060 459 546
1974 1,884 2739 4.300 600 557"
1975 2,033 2939 4473 702 646
1976 1.960 2822 4.743 639 679
1977 1.697 3.392 3.069 764 811
1978 1,933 3974 5.425 1.145 967
1979 1.856 3.382 5519 1.097 1.079
1980 1.796 4.351 5.829 899 1,142

Source: Egypt, Ministry of Supply and Home Trade. unpublished data.

* Imports and consumption of imported flour in 1974 included 145,000 tons of B2 percent-extraction flour. In 1975,
58,000 tons of this flour were imported. All other flour imports were 72 percent-extraction flour.

P The fiscal yedr did not coincide with the calenddar year before 1972,

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

Rice
Disbursement
Through the Village
Paddy Ministry Rice
Year Production of Supply Consumption Exports
(1.000 metric tons)

1970/71 2,604 187 819 646
1971/72 2534 199 912 539
19724 2.505 282 926 493
1973 2,507 354 976 306
1974 2,272 447 887 172
1975 2,239 436 900 100
1976 2418 553 787 228
1977 2352 537 815 200
1978 2272 524 795 154
1979 2.350 523 819 175
1980 2511 616 836 100

Source. Egypr, Ministry of Supply and Home Trade, unpublished data

Notes:  The Ministry of Supply treats the December rice harvest as part of the following year's production. This is
consistent with its interest in consumption, but differs from the agricultural year used by the Ministry of
Agriculture. For example, the Ministry of Agriculture reports the 1980 han est asthe 1980 crop year, whereas
the Ministry of Supply reports it as 1981

* 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 metric tons)
197071 33 7 58 277 o 267
1971:72 50 12 61 256 26 206
19724 54 7 6l 361 11 243
1973 62 13 65 273 . 201
1974 S 13 62 234 22 294
1975 39 53 82 234 o 312
1976 38 68 89 254 82 296
1977 23 50 75 270 20 239
1978 16 49 87 221 18 285
1979 9 58 72 226 33 251
1980 7 61 63 213 37 247

Source. Lgypt, Ministry of Supply and Home Trade, unpublished data.

* The fiscai year did not coincide with the calendar year hefore 1972,

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

Cooking 0il Sugar
Year Production Imports Consumption Production Imports Consumption
(1000 metric tons)
197071 121 132 226 576 526
1971.72 115 118 236 578 566
1972° 136 125 263 577 577
1973 135 126 260 572 608
1974 138 151 291 530 103 604
1975 95 219 205 502 222 694
1976 85 188 294 580 246 750
1977 90 227 328 618 202 809
1978 86 273 366 573 330 889
1979 96 292 384 602 258 846
1980 106 264 411 585 518 1.029

Source: Egypt, Ministry of Supply and Home Trade, unpublished data.

* The fiscal year did not 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 0il Sugar 0il
Cairo 1.043" Lo 0.734 0.894 4919 1.084 1.341
Alexandria 1.004 0.920 0790 0924 0978 1.252 2049
Port-Satd (1L.900 0.786 0.895 P O44 1.09) 1.853 1.281
tsmailia .. 0.881 0861 1.014 0.930 1.365 2723
Sues . 0.724 0682 1133 1.080 1283 1.758
Damietta 0943 1282 0726 0934 .898 1.390 1.276
Kalyubia 0.969 0.850 1.08Y 1 007 1.002 1424 2079
Munufia 0.984 1.133 1 GOy 0Yy70 1.019 1.670 2912
Gharbia 1.200 1.027 0993 (8906 0.961] 1.435 1.420
Katr-El-Sheikh 170 1.203 1 031 0.898 1.006 1.487 1.921
Behera 1.069 i.139 1.000 1177 0.966 1.663 1.959
Sharkia 1.020 1194 1.012 0.881 (1909 1.395 2.006
Dakahlia 0913 1383 0926 0.920 0.988 1.349 1.718
Giza * ot 0863 1.002 0.975 0934 2279
Fayum 1327 1.026 .99] 1.991 0.866 1.720 3.051
Beni-Suef 1.198 1.195 0932 0.951 0940 1430 2427
Menid 1.052 1.023 0.968 (1440 0842 1.580 1.871
Asyut 1.143 (3.724 04991 0.907 ) 884 1.457 16.805
Suhag 1.294 0.739 1.033 0.897 1.026 1711 3.049
Qena 1.262 1.009 0972 0.870 0920 1.591 2179
Aswan 1.323 0).592 1.057 1162 1.015 1444 1.004
Matruh o .525 1.030 0917 04963 1.376 2219
Sinai S . 3.530 8019 5.811 9.020 6.571
Red Sea . [V 0.743 1.016 0.963 1.078 1.250
New Valley 5.450 Gt 0.961 1024 0.956 1451 1.545
Total i N97 1.017 0.861 0.945 1958 1.301 1.802
Source: Egypl. Ministry of Supply and Home 1. aroublished data.

Note:  The data used for this table inchude whe.© inspo.ted between governorates.

* ihe figures for wheat and imported Hlour for Gica are included in the figures for Cairo.
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Table 27—Availability of cereals by governorate, 1980

Cereals

Production 1980 Available

Procured Animal Feed® Net of

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

{metue tons}

Alexandria 4.731 12991 15,507 6,975 12,018 12.251
Behera 181,959 439,954 324625 240,133 251,584 388.880
tiharbia [ 28,314 239393 276,379 127.978 214,194 264152
Katr-El-Sheikh 134.689 514,560 152468 227 450 118,163 361.358
hakahlia 194,904 66,160 185,659 312,996 143,886 459.897
Bamietta 13447 122,035 16,063 59,873 12449 58.709
Sharkia 236,106 357,183 421,591 171,538 326,733 455.346
Ismailia 10815 6.382 10,496 4.221 31.384 21.375
Sues 424 340 3,229 .. 2,502 2.406
Munutia 104,736 616 361,116 328 279,865 186.399
Kalyubia 16.078 7951 159,603 5.808 123.692 83425
Cairo 715 323 4,505 . . 3491 . 1.945
Giza 28.096 766 209.G.2 6,399 751 162,031 4.940 76.606
Ben-Suet 66,270 164 241,853 9.099 115 187 436 7,024 122.795
Fayum 86,639 35.038 122,758 59,231 23,193 95,137 45.726 135.6949
Menta 133.349 2006 397,582 7.802 156 308,126 6,023 224618
Asyut 145,164 99,403 212723 . 77.037 164,222 216,031
Suhag 133,196 105411 263.006 81.694 203.041 236,878
Qend 106,814 77.846 67.692 60,331 52,258 139.763
Aswan 18,986 15,999 16,569 12,329 12,791 26.344

Source. Central Apency for Public Mobilization and Statistics (CAPMAS), unpublished data

These figures were calculated as follows: figures for human consumption of maize and sorghum were taken from
the CAPMAS family budgetsunvey for 1964 65 and 197475 and the decline in consumption during the period 1964/65-
1974:75 was extrapolated to 1980 A ratio of human consumption to total production is calculated for the whole
country and used to estimate the share of ammal feed in total sorghum and mawze

i

procured paddy, and then subtracting the sum of teed maze and feed sorghum.

Fhese figures were caleulated by adding the figures tor wheat, maize, and sorghum to two-thirds of the figures for
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Table 28 —Number of biukeries by governorate, 1981

Number

Balady Bakeries Afrangi Bakeries Shamy Bakeries 108.%’00

Governorate Number Production Number Production Number Production of popu-
lation

(metric {metric (metric
tons-day) tons, day) tons/day)

Cairo 519 1.527 411 366 40 45 17.5
Giza 290 633 143 149 . .. 179
Alexandria 47 652 164 178 57 68 27.0
Matruh 19 16 2 3 11 9 234
Gharbia 123 244 124 58 o i 10.1
Behera 100 1o 24 26 80 R 8.2
Katr-El-Sheikh 13 19 5 3 61 49 54
Munufia 143 229 41 34 101
Kalyubia 198 409 66 61 ol . 16.0
Sharkia 157 350 106 99 16 17 10.6
Dakahlia 80 109 27 24 94 156 6.8
Damietta 22 22 53 77 121
Port-Said 3 4 15 37 46 104 20.2
[simatlia 39 73 26 33 11 16 17.3
Sues 31 75 29 32 2 3 26.8
Fayum 97 149 17 R 98
Beni-Suet 159 262 16 15 15.7
Menia 461 560 32 38 4 5 24.6
Asyut 225 262 19 14.3
New Valley 6 10 3 | 474
Suhag 167 228 19 17 10.5
Qena 54 91 14 22 3 5 43
Aswan 55 86 14 14 .. . 10.7
Red Sea 3 S 7 6 15.6
Sinai . . . 6 12 77
Total 3411 6,131 1.317 1.221 491 604 137

Source: Egypt, Miaistyy of Supply and Home Trade, unpublished 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
(1.000
feddans) {1.000 metric tons) {percent)
Wheat 1,359 1.826 +5.165" 6,99 26
Rice (mlled) 1.006 1,640 - 145 1.495 110
Maize 1.896 3.085 +709 3,794 81
Sorghum 409 639 . 639 100
Beans 282 250 +32 282 89
Lentily 19 8 +67 75 11
Sugar 249 665 +355 1.020 05
Vegetable oil 125 +274 399 31
Meat and poultry . 454 +149 603 75
Cotton” 1,145 507 -150 357 142
Berseem
temporany 1.010
Permanent 1.734

sources  Unpublished data from the Egyptian Ministries of Agriculture and Supply and Home Trade and from the
Insutute ot Agricultural Economic Researchin Cairo; U S, Department of Agriculture, Oftice of the Agricul-
tirdl Attache, Cao, Annwal Agnicultural Sunation Report (Cairo: US. Embassy, Office of the Agncultural
Attache, 1981), and William Cuddihy, Agncuitural Price Managementin Fgypt. World Bank Stalf Working Paper
No. 388 (Washungton, D.C: International Bank for Reconstruction and Development, April 1980).

Notes The tigures in this table are two-year averages. The wrade figures are net exports if negative, net imports if
posine

a

These tigures include lour ain gram equivalent.

" These quantities refer to cotton Lint
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Table 30—Agricultural policies, prices, and distribution, major crops, 1979-£0

Agricultural Policy Price
Acreage Fixed Market  World Price  Government
Crop Procurement Quota Plan Price Price at Farm Gate  Distribution
{1,000 {percent (1.000
metric tons) of yield) {feddan) (LE/metric ton) metric tons)
Wheat 208 1 1.380" 70 76 157 5,570¢
Rice (milled) 779 50" 1.100 106 117 238 581
Maize - 1.761" . 98 142
Sorghum . . .. 94 134 .
Beans 75 25" 300 145 172 243 95
Lentils 3 33" 40 243 3o 441 64
Sugar 665 100 290 115 13.5 483! 938
Vegetable oil . . . o 481 398
Meat and poultry o . L 1,988 2,209 1,548 518
Cotton® 507 100 1,301 330" , 638 .
Berseem
Temporary . o 1.100" 9
Permanent . . 1.700° 9

Sources: Unpublished data from the Egyptian Ministries of Agriculture and Supply aid Home Trade and from the
Institute of Agricultural Economic Researchin Cairo; U S Department of Agriculture, Office of the Agricul-
tural Attache, Carro, Annual Agnicultural Situation Report (Cairo: US, Ernbassy, Office of the Agricultural
Attache, 1981); and W, Cuddihy, Agncultural Price Management m Fypt. World Bank Staff Working Paper
No. 388 (Washington, DO International Bank tor Reconstruction and Development, April 1980).

Notes The tigures in this table are two-yedar averages
A delivery quota exists only for the 1962 reform farms,
Y This crop was not planned strictly.

¢ This figure includes flour in grain equivalent.

' The quota ditters by region. [Uis an absolute amount per feddan pwhich is about 50 percent of the yield) only inold
lands

“ This figure 1s estimated from the quantity procured.

This price is for sugarcane

* This pnice comresponds to 108 LE per kilogram life weight at the slaughterhouse (fixed price 1980).
" This is the price tor seed cotton (an average for all varieties),

' This 1s the farm gate price without the fixed price for the quantity procured under the quota.

" This s the estimated beef price, which is the price of butfalo and cattle at their dressed weight.
* This is the price of frozen beef at the farm gate equivalent.

" This is the price for all cotton, converted to seed cotton equivalents

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

Village Flour Rice oil Sugar Beans Lentils

{piasters/kilogram)

Telbana 8-10 20 40-70 33 30 30-40
Saadana 6-8 5 15-20 30-70 30-40 25-40 25-35
Menshea 8. 5-9 15-20 60-70 35 25-30 25-35
El Byrom 12 8 35-70 30 30 70
Al Chayashin 10 20 30 35 30 o
Al Dahtaamoun 10 25 40 30 45 60
Shohak Basta 10 15 30 40 30 30
Shiba 12-15 15 60-70 . 30 65-70
Nakared 8-19 15-20 40-60 30 30-40 60-70

Source: Data gathered in a survey of villages, March 1981,
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Table 32— Regulations for the distribution of rationed food in the survey villages, Sharkia governorate, March 1981

Rice 0il Sugar Beans Lentils
Village Quantity Price Quantity Price Quantity Price Quantity Price Quantity Price
(kg {piasters” (g {piasters 13 (prasters (kg’ (piasters” (l\gf (piasters/
family) kg) person) kg) person) hg} family) kg) family) kg)
Telbana 1 5.5 150 12 750 10 1 12 05 12
Saadana 1 5-6 150-300 7-16 750 10 1 8.5-12 0.5 12
Menshea i 5-6 150-200 10-16 750 10 i 10-12 0.5-1 10-12
El Byrom 15 5.5 150 10 750 7 1 12 1 13
Al Chayashin 1 55 150 12 750 v 1 12 0.5 12
Al Dahtaamoun 750" 5 150 12 750 7 1 10 1 12
Shobak Basta 2 6 150 12 500 7 2 10 1 12
Shiba 1.5 6 150 10 750 10 ! 12 1 11
Nakarea 1.5 5-9 150 10 750 7-10 1 12-15 1 11-15

Source: Data gathered in a survey of villages, Marchi 1981,

This figire is in grams per person.

Table 33—Expenditure of farm households on rationed and subsidized food and purchases on the open market, Sharkia
governorate, March 1981

Rationed and
Rationed and Subsidized Food Total Subsidized Food
- o Purchases on M Food Share Share of
Rationed Food Subsidized Food n Market Expend- of Household
Farm Size Pulses Rice 0il Sugar Flour Bread Total Cereals Pulses 0il Meat’ Total iture® Total® Income?
{LE. vear - household) (percent)
Less than 2 feddans 26 1.1 36 79 187 121 46.0 157.2 793 12.6 1809 4300 476.0 97 7.0
2-4 feddans 24 09 2.1 6.1 19.3 36.0 66.8 46.1 58.2 157 1419 2619 328.7 203 7.3
More than 4 feddans 31 07 3.1 5.3 69 25.0 441 117.4 53.1 6.6 3239 501.0 545.1 8.1 29
Average 26 10 29 6.8 17.7 24 55.1 1033 67.1 13.4 178.2 3620 117.1 13.2 6.7

Sources: Datagathered in asunvey of villages. March 1981; S. Radwan and E. Lee, "The Anatomy of Rural Poverty, Egypt. 1977,
Organisation, Geneva, 1977. (Mimeographed.)

This includes poultry.

" World Employment Programme, International Labour

K

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 was not included in its totai.

"' The income figures are taken from Radwan and Lee, “Anatomy of Rural Poverty,” pp. 3-7. Thiey were deflated by the rural cost of living index for 1977-80. They are. for a farm of

less than 2 feddans. LE 659: 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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