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ECONOMIC STUDY OF THE FOOD SUBSIDY PROGRAM IN
EGYPT .

El-Zalaki, Fatma El-Zahraa A.
Agric. Economic Inst., Agriculture Research Center

One of the important policy instruments that many countries use in the
context of achieving sustainable development is the assurance of the
existence of a coherent safety net. The subsidy programs are one of the
modalities in this respect. These direct and indirect subsidies as a significant
fiscal instruments do not result only in a more favourable pattern of income
distribution but they also have important resource allocation repercussions.

Egypt has started its food subsidy program since 1941 with the aim of
reaching out to the low-income groups. This program has expanded
dramatically through the 1970's and reached its peak when about 22 strategic
commodities were covered through this program. With the start of the
economic reform and the structural adjustment program which Egypt has
adopted in the early 1990's, the subsidy program has shrinked to cover four
basic commodities namely baladi bread, wheat flour, vegetable oil and sugar.
The first two commodities are provided to the ultimate beneficiaries through a
non-Trgeted program, where as the others are distributed through the rationing
cards. Sighted literature indicates that where as the total nominal value of
subsidy has been showing a positive trend through 1980/1981 — 1999/2000,
The real value subsidy has been showing a declining trend.

Empirical analysis conducted by IFPRI has shown that the percentage
of leakage to non — targeted groups attributable to price differencials has
amounted to 28% in wheat flour, 20% in sugar, 15% in vegetable oil , and 12%
in baladi bread. Moreover, the study has indicated that the cost — effectiveness
of the subsidy program varies significantly according to the subsidized item .

The study has used the cross — section analysis of the family budget
survey of 1999/2000 to estimate the expenditure elasticities in rural and urban
areas, which proved to be enelastic for all subsidized commodities.

The analysis of the current subsidy program and its advantages and
short falls, has come up with a package to enhance a cost — effectiveness of
this program. A comprehensive revision of the rationing cards of the targeted
beneficiaries is inevitable. Moreover mixing wheat flour with corn flour with a
percentage of ( 80 — 20 ) mechanically through upgrading the milling industry
will help in stopping the leakage of wheat flour. Furthermore, the study results
support the current program of the government to upgrade the storage
facilities, the milling industry, and bakeries used to produce subsidized bread.
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ECONOMIC STUDY OF THE FOOD SUBSIDY PROGRAM IN
EGYPT .

El-Zalaki, Fatma El-Zahraa A.
Agric. Economic Inst., Agriculture Research Center

ABSTARCT

One of the important policy instruments that many countries use in the
context of achieving sustainable development is the assurance of the
existence of a coherent safety net. The subsidy programs are one of the
modalities in this respect. These direct and indirect subsidies as a significant
fiscal instruments do not result only in a more favourable pattern of income
distribution but they also have important resource allocation repercussions.

Egypt has started its food subsidy program since 1941 with the aim of
reaching out to the low-income groups. This program has expanded
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dramatically through the 1970's and reached its peak when about 22 strategic
commodities were covered through this program. With the start of the
economic reform and the structural adjustment program which Egypt has
adopted in the early 1990's, the subsidy program has shrinked to cover four
basic commodities namely baladi bread, wheat flour, vegetable oil and sugar.
The first two commaodities are provided to the ultimate beneficiaries through a
non-Trgeted program, where as the others are distributed through the rationing
cards. Sighted literature indicates that where as the total nominal value of
subsidy has been showing a positive trend through 1980/1981 — 1999/2000,
The real value subsidy has been showing a declining trend.

Empirical analysis conducted by IFPRI has shown that the percentage
of leakage to non — targeted groups attributable to price differencials has
amounted to 28% in wheat flour, 20% in sugar, 15% in vegetable oil , and 12%
in baladi bread. Moreover, the study has indicated that the cost — effectiveness
of the subsidy program varies significantly according to the subsidized item .

The study has used the cross — section analysis of the family budget
survey of 1999/2000 to estimate the expenditure elasticities in rural and urban
areas, which proved to be enelastic for all subsidized commodities.

The analysis of the current subsidy program and its advantages and
short falls, has come up with a package to enhance a cost — effectiveness of
this program. A comprehensive revision of the rationing cards of the targeted
beneficiaries is inevitable. Moreover mixing wheat flour with corn flour with a
percentage of ( 80 — 20 ) mechanically through upgrading the milling industry
will help in stopping the leakage of wheat flour. Furthermore, the study results
support the current program of the government to upgrade the storage
facilities, the milling industry, and bakeries used to produce subsidized bread.
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