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AN ECONOMIC EVALUATION FOR AGREED CONTRACT
TO PRODUCE SUBSIDIZED BALADI BREAD

SHAWKY AMIN ABDEL AZEZ SELEEM

(Manuscript received 15 August 2007)

Abstract

The Ministry of Social Solidarity have signed a new contract
with bakeries and public enterprises sector to produce an improved
baladi bread (82%). The contract has 18 items, it allows bakeries
to purchase the flower 100 kg. bag at only L.E 16 instead of L.E 32
in return, bakeries are committed to produce the bread at its
standard and specifications. The contract also allows the bakeries
to produce bread at 121 gm instead of 130 gm with no punishment
fine, but if the loss in weight reached 10-20 gm, or 21-30 gm or
more, types of punishments will be applied, as charging the last
two weeks flouer purchases at its free market prices, or doubling
that for the second punishment. '

The study aims at evaluating this contract economically. It
used a primary field data obtained from three districts in Giza
Governorate. The survey sample included consumers, Legal control
officers, bakeries, and economic experts.

The study showed that the wheat and wheat flouer imports
values increased from us$ 544 million in 1990/91 to us$ 1470
million in 2005/06 in spite of the decrease of the quantity from
6.33 m.t to 5.05 m.t in the same period. It indicated also that in
Egypt, about 13 thousand bakeries are producing baladi bread, and
the average share of bread is less than 2 loafs per person per day,
but it increases in border Governorates to 3.09, and decreases in
South Egypt to 1.6 loaf.

The Study examined four Scenarios:

1. The loaf weight is less than 130 gin by 9 gm.

2. The loaf weight is less than 130 gm by 15 gm.

3. The loaf weight is less than 130 gm by 25.5 gm.

4, The loaf weight is less than 130 gm by 41 gm.

The first scenario means that each 100 Kg bag of flour will reserve 7.02 Kg. for
bakeries, while the other will save 11.7 K.g, 20 K.g, and 32 Kg. respectively.

The study showed that if the quantity of flouer distributed for bakeries in
2006/07 amounted to 7 million ton, that means the subsidy transferred to bakeries
owners will reach about L.E 500 million with no fine, and 770 million, 2000 million or
L.E. 3200 million respectively at national level, if all bakeries are reducing the bread
weight. If only 50% of the bakeries are reducing the bread weight about L.E 250, 385,
1000, and 1600 millicns from the bread subsidy value will be transferred to the bakery
owners.

The study showed that the probability of caching a bakery reducing its bread is
less than 5% in the three districts..
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The net Return of applying this contract is L.E 19.2 thousands, 20.3 th. , 8 th. ,
and 43.7 th., in average, per bakery per year for Oseem district. For the Warrak
district, the net returns transferred for bakeries owners are L.E 22.2., 25.3 ., 16.4 .,
and 50.4 thousands , for the per baker per year respectively.

In Imbaba district, the four scenarios could transfer L.E 42.3 ., 60.7., 81.5 .,
and 96.2 . per bakery per year respectively.

The consumers see there is no change according to this contract except small
improvement in bread quality. The legal control officers see that this contract is in the
benefit of bakeries, and it affects negatively their work performance, the bakeries are
happy with the contract, they mentioned that it improved the bread quality and
increased their work hours.

The economists are not with or without the contract until they see its impact
clearly, some of them support the idea of improving the bread quality, but most of
them see no changes especially the continues of consumers rows or columns.

The study recommends that Ministry of Supply must re-exist, reconsider the
distribution of bakeries among the Governorates according to its populations, and the
same with baladi flour. The study recommends re-examining the impact of this
contract to evaluate clearly its positives and negatives.



