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(coverage: Algeria, Morocco, Tunisia, EgYRiPIran, Jordan & Yemen)




power &Nligtienal, stalts

raising welfareeResiiEpopu

achieving/maintaing@ipeliiiEal & socCial stability




ENEGL. ODNEsLIVes;

> WaeEImBpeEEEb.on @@iigher employigens
growth, TREEFIEGRA corjeetiveness

» Import substiBENGieed s '—\ur jciency)
and export promouEpNeyApIeiect | Ngiddmestic
food producers




M ENA , the aesiEimor¥ar ious CES
Sehemeésy/ar | es frRemcotny Y to
ountr

Desi gnSYiEtees;:

universal SHeSIEIEs
self-targeted

rationed

alternative safety net jeueis




M echanism

‘ ixed prices, fixed margins

al price liberalization, indicator
handicapp k & self-targeting

Yes % erior goods

No W 30NS

W ed exchange

Jordan (1990-1995) . ~ Price &

Commodities

A N b N
‘ Table1: Consume m asin MENA

Sugar, rice, P Coupons

Jordan (from 1996) Food subsidies replc Price liberalization & means-tested
cash transfers cash transfers

Morocco Sugar, cooking ail ice controls

L ow-grade flour Self -targeting via subsidy on low-
grade flour

Tunisia (through 1990) Cereals, cooking oil, sugar, milk Price controls

Tunisia (from 1993) Cereals, cooking oil, sugar, milk \[o] Price controls & self-targeted

Yemen Wheat, wheat flour Yes Overvalued differential exchange
rates

1 Flour subsidy subject to aggregate annual quota of 10 million quintals.




Diiiier ent InMieiReelTLY/-Specific
ObJEchj\Ves, chaEEe, Oves time

VI or GEEEISIEINlizE PrCESIR! Strategic JUpUSHE,eXPllEit focus
0N poor NigiiEiiy

Tunisia: stabiNZENHIEESIe), bhasiCHiepd staples, prouest:
purchasing powe GjRugENsepin edi Siigishite income toYgoor,
Improve nutritional SiEilis

Egypt: ration scheme introdUCEENIINVANI | to"ensure supply of
essential goods; revised in 19805EIWARENooverty alleviation by
focusing on inferior goods




CEsHAEE, nerEént (tar getingNeiSierEied Wiaikes)
Slow TeNEGHTIcoMpaigEehto other redies

Poor ly tar geedicoiieen sat OrjyAineasur es following
reform (i.e., didNgERPEIEYENt INGEERASE IN poverty)

Fear of civil unrest aENiigecHen political stability
leads to resistance to r e




NP aciie ieEKags.can be

[SecliReiENigac O 1figjact

DistribUN@REINeact




|scal /IVIEGH:

'dy Expenditt
Country w

Jordan

% of GDP

% of Gov't 2.9
e \

1/ Egypt and Iran data are reported for fiscal years ending

2/ For Morocco, over 1996-99, the net fiscal cost is about 0. pstantial revenues are collected at the
border with tariff revenues.

3/ Implicit costs of Yemen's subsidy were 36% of budget and 10¥ PP in 1995. However snce 1998 they have
been reduced to 3.6% of GDP and in 1999 there are expected to reach @iy’ about 0.3% of GDP.

Source: Government data and World Bank reports. See Annex |.




Iscal/WViigier ONlimpact

Wy nilc izl cosisfe

HIGREEGIEEI6], subS@iization (e.q., YEEiNe. e Eirm
subs diZedissysReimbotal WigEat costs)

Poor tar gewige

@ |nternational PRYEENINEINELIonSY{EE), Wheat price in mid-
1990s) ® higher iImpPEEACESE:S;
macr o imbalances (cur rFeReEEelit), fiseal deficits

-




DistribUieRaNimpact

ENAYISEIlEe | nclUEfee: Which INCOfENRoUPSIEBaSUME
MERESHISIEIZE] gOBES,

= RelatiVENEIEERGe Whalshaar e of total Sqeepuiture
goes to subSEizEdiepEEeSs?

= Nutritional impaEERViiaissaar e GidGaloric and protein
intake is accounted fOi@syAsSEissIeli zed WEEES?




Ab d Relative Food Subsidies
Poor Rich
uinti 1 4 )

A 16.3 3 23.1 29.2

Relati 16.5 7 8.1
Egypt—Urb

Absolute 0.7 21.4 18 16.8

Relative 3.4 1 1.1
Egypt—Rural (1997):

Absolute 18. 19.5 21.0

Relative 6.1 5.1 2.6
Morocco (1995):

Absolute 15.3 21.3 24.9

Relative 4.0 1.7 0.9
Tunisia (1990):

Absolute 17.0 {0 22.0 20.0

Relative 8.7 6. 4.8 35 1.6
Y emen (1992):

Absolute 6.7 11.0 15.4 21.5 45.4

Relative 10.8 11.1 11.8 10.5 10.4




Ut al Impact Its the poor
S inated S, d sugar
VI Sidized)
Im of Food Su | 95
Caloric idized o of Total Intak
1 Q3 Q4 D
Semolina 16.9 13.5 1
Pasta 0.9 ' 0.9 1.2
Couscous 0.7 (0X6) 0.8 0)
Flour 2.8 2. 11 11
Bread 5.3 5.6 6.5 5.6
Pasteurized 1.7 2.0 2. 4 3.9
Milk
Powdered Milk 3.3 2.9 2.4 1.2 1.0
Total Subsidies | 36.3 34.5 30.5 28. 7.6 25.4 24.4
Total Caloric 1237 1505 2194 2657 3181 4143 4510
Intake




DESEE | a )= penditu SSiensu S Eles and
EenVveEsene thepoo suliting afect s
0L 50%) of rno Jnder 5.

INEUIIEGL

Tunisia, CopjeciEsnto 2 800 urban TURISE

> Worselingligel, ar easmie.g., 33%

»> WOor se wher eeESE@LInt i@eied (e.g., 44% In

Y emen)




rl

pave higepeEiiicClency Costs

SIEIINISERl, andSeeEnomic costs RElgVe;t o Egefits:

= NiWeEdise muchiieicaper to cloSENHE oV E@Agap with a
direci CELS'J gensfer (<=4 of GDP cOfjjseiies toslss dy
progr amEesISIGINES % OfELP)

Opportunity Cesi#

= Absolute incideleENaveSmi ddi€
P resources could beysEilEmsed el
= Trade-off between tr SiEFdRERRSMallgEmount of $to
many people vs. ImprovinguMigeleenaitions for the entire
population (e.g., through eduGauiEgiaya health spending to
raise quality of life, labor produGity)

NB. spending on CFS was comparable to total health budget

ZNC h|gh|nco e groups
SSWise




CAREIIES;
= AlORERHERISH butiegiehain, from INIPEEELS tOyiesailers
(e.g., threpERNITEESE resiiEhons, over-valliedieRmuiiiple

exchange raies

= Upstream INERVETUIERS P delliio supplier Seisexsense of
consumers

= | eadsto diver sioneisRVeIe.out S mar ket prices

(e.g., in Yemen, 20% OeiciNigeat stoci@smuggled out of the
country)




SES have NgIeffIciency costs

NpraWIHaRa0r | CUlbliRe Sector polTEys

m RACEEISIEnRt onS @RI sall ocati orNEIfsIaee U CHVE)N: esour ces
such asiiepEieneavater
= ProducEgpieiesion ar

- priority tONEIIESI@) proteel
hurt consumersSYEEIE R, S NOSllss dy

- priority to conSUMESIBNex farmg iy paying thEgistn
market prices
m Substitution

- Unintentional in Y emenNVEEMigeat consiiimption replaces
sorghum and millet, depress ngYalicEsIEigilese alternatives

- Intentional in Tunisia, where siesIEZE0 | mported vegetable ol
reduces demand for olive oil, thus inCi&asing Tunisian olive il
exports




Stilsidy rrerGgNnWIENA

RE[EHMS N Veretigdertaken in muEcgeRthe regien. during the
1996s¥ElicEdNiSCal COSiS,. .

BUT

-|eakages persist
-universal subsidies rengeig

-structural distortions in Pre@iEERERESt bdtion and
consumption are wiaes orc:.cl, zlnicg

-Impact on the poor is unknown.




ybsidy reieEm. TN ENA:
e Case Wil s

In 1991 Shiliteaieseal f-targenng, quality difiieEawet O

> Improvedyie JG[JHU InfEBIRg00ds
0 shifted SUBSIEIESHiemM pasieiend couscous 1eSEmBliNG

O Cut subsiay'eNsEigiiELesS, retelgen, subsidy on zgligigue:
> Raised prices of SUBEfE/EpEeHs
> Reduced production anejeiSEisiiien cosiSief, subsi dized commodities

Results:
> Program costs fell from 4% to 2Y0GiNEID

> Poor benefit more in absolute and relae terms (reversing
regressive effects)




Old sysi€geRpivessal Stlssieies on a broseieiEE,or eEess Was
replaced INMCEOAVIlIsUbS dizEdywwheat and DAFEYARIICES
(universal), anepIRIVESARCOUPBISHSUb] ect to qUEES)NeSLITE!
rice and powdereagaiie

In 1994, introduced maximUgINIEEiEUL-Of §idlaf ood coupons.




The ca¥=¥sin O/@R

\ efo

: i nated tiniversal whea ra Orices of
whes ad bree om JDO0.08: 9]0) 0,
subsegt ed tC 00/kg), co lLiced
cash tran D 1NCO t-off (same ity Criteria as
for sugar, rice S ed OUPONS)

= Raised price of & accC nied by comp cash
payments to small %

= Raised price of balac SLUMeCBYARoo0r), and introduced
auniversal monthly casf

= |n 1997, replaced food coup ditional€ash transfer
(added to bread cash transfer); S became subject to
maximum income criteria (i.e., me d)

* |n 1999, eliminated general cash tra S, subsequently
liberalized price of bread




he cas=YsioIuWeEn

Results:

Cost fell from SEYSeREIDR In 1920M0 1.7% of GIBERARM.OO1ITC
1.2% of GDP in 1992486108 %, of GBiEin 1998, and OYseRED P

from 2000 onward.




Coriclishor) s

AlthoughNnuEymproyed, CES in M ENASERe stififcesty and
InefficienipyeeigiiatLie toNEzlof consumegeeies: s, VEseo
Interests

Chapter 2 summar IZeSjEsseisky om YigiEanational experience at
managing reform




REmalnNeeoenda Te/se Syiefor m

o LI L povertyialleviation Sti gentary safety
net prog

e Choose hes do 2t for fiscal @

e Simultaneous cer JIetection (require
planning, consensus @ gtion

e Improve targeting

« Account for political facto tagge pproach; sensitize
stakeholders to the necessity and reform)

 Reallocate savings to priority socia (education, health
services, basic infrastructure targeted to¥he poor)







