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ABSTRACT

The paper analyses the changes in the consumption expenditure patterns
especiatly food consumption patterns of Egyptian household, as a result of economic
ltberalisation programs. Data come from the Household, Income, Expenditure, and
Consumption Survey (HIECS) conducted by the Central Agency for Public
Mobilisation and Statistics (CAPMAS) of Egypt for two survey periods, 1990/1991 and
2004/2005. In order to make the two survey periods comparable, expenditure data
have been deflated by the consumer price index. Total expenditure elasticities for
expenditure groups are estimated by using Engel curves. The double-fog functional
type is used to estimate the expenditure elasticities. Descriptive analysis show that
the toial and food consumption expenditure patterns have changed in the two survey
periods as a result of liberalisation program and economic reform, The food
expenditure share decreased for rural and urban areas from 1990/1991s fo
2004/2005s, while for most of the other commodities the shares increased.

Empirical analysis indicated that total expenditures (as a proxy for permanent
incoma) had a positive significant association with all expenditure categories. The
expendiiure elasticities of food, health, hotel-restaurant, and various commodities-
services have decreased significantly, whereas transportation-communication,
culture-antertainment, and education show significant increase in the total expenditure
elasticity. This study revealed that the food expenditure structure in Egypt has
diversified, where fruits, meats, fish, and milk-eggs were near to the luxury
commodities in 1890/1991, and then moved up to the necessity commodities in
2004/2005.

Moreover, consumption expenditure patterns of urban and rural households
and households at different income levels were analysed in order lo investigate
factors controlling consumption expenditure pattems. The results show that there are
no stafistically significant variations between the urban and rural total expenditure
elasticity of commaodity groups, except for food, and various commeodities-services
which are higher at rural than urban areas. For food sub-groups, rural elasticities tend
to be higher than wban ones. Finally, the total expenditure elasticities of food,
clothing, and hotel-restaurant are lower at high income groups. Also, households with
higher income are less responsive to changes in income for all food sub-groups. On
the basis of this observation it is deduced that the major factor in the change of food
consumption during the study period is the change in real income. This study
recommended enhanced future food policies through sustainable increased per capita
real income is needed in order to improve the living standard and nutritional levef, with
focus on increasing animal production and fisheries.

Keywords: Engel curves, expenditure elasticity, consumption expenditure pattern,
Egypt.

INTRODUCTION

The consumption patterns of households have been altering as the
paraliel of the economic development in Egypt. Especiaily, after 1987 due to
political changes, the Egyptian economy was subject to a structural
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adjustment and liberalisation program. Household consumption palterns have
been changing as the result of some improvements for price, marketing, and
delivering quota for main agricultural crops, reducing subsidies on inputs and
encouraging private sector invesiments. The changes in the Eagyptian
economy from centrally planned to a market economy have led to changes in
real income and income distribution. These changes can be affect household
expenditure behaviour.

The relationship between income ilevel and the quantity purchased is
interpreted by Income consumption curves in economic theory. German
economist Emst Engel had established this approach firstly in 19th century.
Since then the curve that shows the influence of the changes in the consumer
income an the guantity demanded is calied as Engel curve. The household
expenditure behaviour can be analysed by using Engel curves (Sadoulet and
Janury, 1995).

Income elasticiies of demand are estimated from convenient
regression model to Engel curve. income elasticity represents the percentage
change in the quantity demanded as a response to the percentage change in
the income level. According to the income elasticiies the commodities are
classified into two categories as necessities and luxuries. The commodities
which have income elasticity less than one are called necessities. In contrast,
the commuodities which have income elasticity exceed one are called luxuries.
in the literature there is a tendency to use totat expenditure instead of income
as explanatory variable (Forsyth, 1960). The ceniral theme behind this
adoption is that paople declare fotal expenditure more truly than income. For
this reason, in this study the total expenditure elasticities are calculated
instead of income efasticities, Total expenditures proxied permanent income;
Friedman (1957) argued consumers attempt to maintain a given level of
consumption over time and are relatively unresponsive to transitory increases
or decreases in income. Thus, annual total expenditures represent
consumption pattems over the lifespan befter than annual income. it is
expected that an increase in economic resources will lead to an increase in
expenditure levels,

Before the estimation procedure of total expenditure elasticity, the
choice of suitable function type to Engel curves get have importance. The
estimated functional types must have general objectives (aggregation criteria,
saturation level) of demand theory (Brown and Deaton, 1972). The general
functional types which are used to estimate Engel curves are linear, semi-
iogarithmic, double-logarithmic and Wotking-Leser model {Leser, 1963,
Houthakker, 1997).

The primary purpose of this sludy is to econometrically examine
whether household consumption patterns are changed from 1980/1991 fo
2004/2005 as the parallel of economic improvements. For this reason, the
toial expenditure elasticities of expenditure groups are estimated by using
199071991 and 2004/2005 Egyptian Household income, Expenditire, and
Consumption Surveys. The second purpose of the study is to determine the
similarittes and differences between the urban and tural household
expenditure patterns. The final aim of the study is to test the differences of
total expenditure elasticities between the high-income and low-income
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households. These elasticities will be used to test the validity of Engel Laws
for Egyptian households. The first of Engel laws says that the most impartant
component of household budget is good expenditures. The percentage of
good expenditures in total expenditures is lower as the income increases.
The sources of significant changes of commodity groups elasticities from
1990/1991 to 2004/2005 can be foliowed from the difference between total
expenditure elasticities of low and high-income level households.

METHODOLOGY AND DATA

There are several possible functional forms of Engel curves. The
choice of a suitable functional form for Enget curves becomes important when
the total expenditure elasticities are estimated. In this study, the double-log
functional type is used to estimate the total expenditure elasticities. This
function type gives constant income elasticity. ‘A double-log specification has
proven the most appropriate way of estimating the expenditure elasticity of
demand; it generates more realistic expenditure elasticities.

In the estimate of Engel curves the fotal expenditures are used as a proxy of
income. The first reason for this is that total expenditure reflects permanent
income of household hetter than income. Income is more likely to include
transitory and unexpected elements. The second reason comes from the

household declaration problem. The false reporting of the income leveis by-: =

the households is a common situation in the surveys (Forsyth, 1860). So, it
has been common to use total expenditure instead of income. The general
meodel of a double-log Engel curve is as follows:
lnE,.j=a,+ﬁ,lnyf+17, _ )
Where the subscript j denotes total expenditure group and the subscript i
denotes commodity group. So, E,j is the average annual per capila

expenditure on a commodity - group iof households from expenditure
group j. @, and f3, are the estimated coefficients, , is the average annual
total per capita expenditure of households from expenditure group J,

and{7,)is the disturbance term. The derivation of the Engel function

assumes constant prices.

Model (1) is estimated for each commodity group for each survey
{1990/1991 and 2004/2005), as shown in Tables 3 and 4.

.Four hypotheses are to be tested in this section: First, it is assumed
that the income (or expenditure) variable Is an important determinant of
commodity expenditures. Second, there is a difference in the elasticity for
each commodity group between 1990/1991 year and 2004/2005 year (time
effect). The third hypathesis suggests that there is a difference in the
expenditure elasticity for each commodity group between rural and urban
areas (location effect). Fourth, there is a difference between the consumption
patterns of households at different income levels.
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There are some important questions for explaining the effects of increasing
consumption on household consumption pattern. These questions can be
summarised as follows: Did household consumption elasticities change while
the consumption had been increasing from 1990/1991 to 2004/20057 f there
was any change, which commodity groups' elasticities changed? Did they
increase or decrease? Did the change occur at the consumption patterns of
high-income households or low-income households? Dummy variables are
included to test the second, third, and fourth hypotheses. The equation
estimated for this is of the form:; ’

lnE:‘j=ai+ﬁilnyj+yilD+yl’2(lnij)+nf 2)

In order to estimate the difference in the elasticity for each commodity
group between 1990/1991 year and 2004/2005 year, dummy variable is used

where D= 0 for 199011991, D= 1 for 2004/2005, y,and y,, are the

estimated coefficients, In this case y,, indicates by how much the

consumption expenditure elasticity of the 1990/1991 differs from the
consumption expenditure elasticity of the 2004/2005.Tables 5 and 6 show the
results of model 2. .

To find out the factars that cause the changes in expenditure patterns
over time, consumption expenditure patierns of urban and rural households
and the households at different income levels were also analysed
Dummy variable is also used to see the differences in total expenditure
elasticities of urban and rurai households. The medel is same with the
equation (2) except the dummy variable.

lnEfj:ai"'ﬁi lnyj+yilD+yl'2(lnyj D)+,

3)
where D= 0 for urban data, 1 for rural data, y,, is the differences in total
expenditure elasticities of urban and rural households. Tables 7 and 8 show
the results of model 3.

In order to determine the differences hetween the consumption
patterns of households at different income levels, the data set is divided into
two subsets. Dummy variable is used to see the differénces in total
expenditure elasticities of different income levels. The mode! is same with the
equation (2) except the dummy variable.
where D= 0 for first set (low income), 1 for second set (high income). 7,,
shows how much the expenditure elasticity of low income groups differs from

the expenditure elasticity of high income groups. Tables ¢ and 10 show the
results of model 4.

All other variables have been as defined above.
The above moadels (1), (2), (3), and (4) are estimated using (OLS) regression.

Expenditure elasticities are calculated as(g, = ), where [ is the
coefficient of regression.
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The data used are based on the Egyptian Household income,
Expenditure, and Consumption Surveys (EHIECS), for 1990/1991 and
2004/2005. These surveys were conducted by the official statistical agency of
Egypt, the Central Agency for Public Mobilisation and Statistics (CAPMAS).
In this study only those years are included becauss of surveys were carried
out by CAPMAS at 1990/1991 and 2005/2006 years. The Egyptian economy
was subject to a structural adjustment and fiberalisation program in 1987. So,
it can be seen obstacle to use 2005 data for the estimate income elasticities
changes.

Due to the lake of access to the original data on individual household
surveys we rely on the average annual data on household incomes and
expenditure by income group, as taken from the official publications for the
1990/1991 and 2004/2005 surveys. The household in the sample fall into 14
expenditure groups for 1990/1991 year and 20 for 2004/2005 year according
to their average annual per capita expenditure, for urban and rural areas.
- Over the 2 year research period, the expenditure groups had provided 68
observations for each variable. In order to make the two survey periods
comparable, expenditure data have been deflated by the consumer price
index (CPi). The totai anhual per capita expenditure and per capita
expenditure on major commuodity groups were calculated in real values.

This provides a basis for estimating Engel curves that are based on
the relationships between expenditure on an individual good and the income
ievel as measured by total expenditures. In cross-sectional budget studies,
provided the surveys are completed in a short time-span, prices faced by all
households can be regarded as constant, apart from minor variations due to
social and regional factors. This allows focusing on responses of household
demand to variation in income or total expenditure. After statistically
estimating the Engel curves, the nature of these responses can be
summarised by computing expenditure elasticities.

RESULTS AND DISCUSION

Descriptive Analysis of Consumption Expenditur ¢ Patterns

Results of the descriptive analysis are given in Table 1 and Table 2.
This section considers consumption expenditure patterns in Egypt with
special emphasis on the differences between urban and rural sectors, and on
shifts in expenditure pattems over time. The average consumption
expenditure is calculated for each commodity group and for urban and rural
sectors over the two survey periods 1990/1991 and 2004/2005. According to
the available data, there are eleven commodity groups including food and
non aicoholic beverages, clothing, housing and its accessories, fumiture,
health, ftransportation-communication, culture-entertainment, education,
restaurant-hotel, tobacco-narcotics-alcoholic, and various commodities-
services. The same analysis is then applied to each food group to see the
expenditure pattern of food. The consumption expenditure of different
commodity groups and their expenditure shares are presented in Table 1 for
urban and rural Egypt in1990/1991 and 2004/2005.
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In Urban Egypt, the tolal average per capita expenditure on
aggregate commodity groups in 1990/1991 was 1058.40 LE/year, of which
49.96 % are allocated to food group. In 2004/2005, this percentage had
decreased reaching 40.83% (Table 1). However, the housing expenditure
_structure has suffered important changes during the two analysed survey
perigds. The relative importance of housing-increased from B.82 % of total
average per capita expenditure in 1990/1991, to 15.05 % in 2004/2005.
Something similar took place in the case of transportation - communication
and education; their relative importance increased from 6.36 % and 2.0 % in
1990/1991 to 15.05 % and 8.39 % and 4.23% in 2004/2005, respectively.

Table 1 : Average Annual per Capita Expenditure (L.E) on Different
Commodity Groups in Rural and Urban Egypt in 1990/1991

and 2004/2005 _
1990/1991 20042005

Commodity Urban Rural Urban Rural
Groups Value | % [ Value | % | Value | % | Value| %
Food 528.80 | 49.96 | 417,00 ) 5868 (134710 40.83 | 975.60 ) 50.28
Clothing 89.10 | B.42 { 5310} 7.47 } 27030 ! 819 115830 8.16

ousing 93.40 | 882 | 73.40 | 10.33 { 49650 } 15.05 | 340.30 1 17.54
-urniture 51.40 | 486 | 3000 | 422 | 15230 ] 462 | 78.00 4.02
Health 46.80 442 24.10 3.39 | 14880 | 4.54 87.30 3.47
Transportation -
Communication 67.30 ) 636 | 1980 { 276 | 276.80 } 8.39 | 80.90 417
Culture-Entertainment{ 33.50 | 3.17 12.30 | 1.73 | 115201 3.49 | 29.50 1.52
Education 30.70 2.90 19.60 2.78 113960 | 4.23 { 37.20 1.92
Hotel -Restaurant 2490 | 2.35 .80 0.96 126.1 3.82 | 54.50 2.81
IT obacco-Narcotics- -
IAlcoholic 4530 | 428 | 3290 | 463 92 .40 280 1 61.50 ] 317
[Various Commodities)

Services 4730 | 447 | 2180 | 3.07 {13290 1 4.03 | 5700 | 2.54
[Total Expenditure 1058.40] 100.00 | 710.60 | 100.00 {3259.00( 100.00 ] 1940.20! 100.00

Source: Calculated Based on Data from HIECS, CAPMAS, 19%0/1991 and 2004/2005,

It is interesting to note that food expenditure share was much higher
in rural areas than in urban areas. Food expenditure share in rural areas
represented more than 58 % of the total average per capita expenditure on
aggregate commodity groups in 1990/1991 while in 2004/2005 this
percentage decreased to 50.28 %. With respect to housing and transportation
- communication, their relative importance increased from 10.33 % and 2.76
% in 1990/1981 to 17.54 % and 4.17 % in 200472005, respectively

The food expenditure pattems examined so far are quite consistent
with Engeis law that with higher average incomes, a lower fraction of income
is spent on foed. This is evident both over time and between urban and rural
consumers,

According to the available data, thers are ten food sub-groups
including cereais, vegetables, fruits, meats, fish, milk-eggs, oils-fats, sugar,
ather food products, beverages. Each food group includes those commodities
that have similar nutritional value and whose prices are very likely to move in
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tandem. The average per capita food expenditure is calculated for each food
commuodity group at the rural and urban levels in1990/1991 and 2004/2005.

Table 2 : Average Annual per Capita Expenditure {LE) on Different Food
Groups in Rural and Urban Egypt in 1990/1991 and 2004/2005

{Food Groups 199611991 20042005
Urban Rural Urban Ruraf
Value % Value % Valua % | Value %
Cereals 102.20 | 19.33 | 12440 ] 29.83 185.2 | 13.75 | 18340} 18.80
Vegelables §2.90 11.89 | 49.60 11.89 149.0 | 11.06 ] 132.40 | 13.57
Fruits 32.10 6.07 18.50 4.44 103.2 | 766 { 60401 6.19
Meals 128.40 | 2428 | 95.00 22.78 3836 | 28.48 1268.20] 27.49
Fish 29.10 5.50 14.40) 3.45 93.6 685 | 5440 ;1 558
Milk - Eggs 63.30 11.97 | 38.20 8.68 194.3 § 14.42 1101.50( 10,40
Qils - Fats 39.70 7.51 34.60 8.30 101.5 [ 7.53 { 8550 } 8.76
Sugar 25.70 4.86 18.30 4.29 64.8 481 ) 4860 | 4.98
Other Food Praducts 25.90 4.80 13.30 3.19 23.9 1.77 § 1490 | 1.53
Beverages 19.10 3.61 12.60 3.02 48 356 | 2630 ] 2.70
[T. Food Expenditure] 528.80 | 100.00 | 417.00 § 100.00 [1347.10]100.001 97560 | 100.00
Source: Calculated Based on Data from BIECS, CAPMAS, 1990/1991 and 2004/2005.

As shown in Table 2, the average per capita expenditure on meats
occupied the largest share within the structure of food expenditure. It is
higher for urban than rural ereas. The expenditure share on meats was in
199071991 24.28 % for urban versus 22.78 % for rural areas. In 2004/2005,
this share increased to 28.48 % and 27.49 % of total expenditure for urban
and rural areas, respectively. This means that the Egyptian consumers tend
to believe in the nutriional superiority of animal products and they are ready
to spend more on these products. In general, every household would like to
consume meats or fish at least once a week.

The second largest expenditure share went to the cereals group. The
expenditures on cereal products are much higher for rural resulting from the
high quantity consumed from these products. !t was in 1990/1991 19.33 %
and 29.83 % for rural and urban areas, respectively. However, in 2004/2005,
the cereals share decreased to 13.75 % for urban versus 18.80 % for rural
areas. The smallest expenditure share went to the beverages. Ut is higher for
urban than rural areas.

Total expenditure elasticities of 1990/1991 and 2004/2005 ,

Elasticities estimates are reporied in Tables 3 and 4." Estimated
expenditure elasticities for ail groups and food sub-groups are positive,
implying that they are normal goods. There are variations in elasticities for
commodity groups that tend to Indicate a difference in households' attitudes
toward these groups as their income rises. The corresponding expenditure
elasticities are reported for the fwo survey periods of 1990/1881 and
200472005 in Egypt.

it can be seen each commeodity group elasticity that were estimated
by model 1 in 1980/1991 and 2004/2005 (Table 3). For each year, food,
housing, and tobacce-narcofics-alcoholic elasticities are necessities. n
1990/1991, clothing, furniture, health, transporiation-communication, cuiture-
entertainment, education, hotel-restaurant, and varicus commodities-services
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are luxuries with elasticities exceed one. While health and hotel-restaurant
moved up to the necessity commodities in 2004/2005.

In1990/1991, the expenditure elasticities for food sub-groups are
positive and less than one except for fruits, fish, and milk-eggs, indicating that
most of food sub-groups are normal and necessary goods, and there are no
inferior products. The élasticity of cereals group is reiatively similar at low
numbers, which means that the consumption -of these commodities is
relatively little affected by income changes. The cereals group has an
expenditure elasticity of 0.61, which means that as total expenditure rises by
one percent the expenditure on cereals would tend to rise by only 0.61 %.
This result is consistent with the fact that the consumption of cereals
commodities is important for the poor and is likely to decrease with higher
income. For meats the expenditure elasticity was about one, identify it as
near to luxury commodity . Also, fruits, fish, and milk-eggs have expenditure
elasticities larger than unity, which identifies them as luxuries. It is expected
that these food sub-groups will experience an increase in demand when

consumers’ income increases in tandem with the overall economic growth of
the country.

Tahle3 The Total E_)ipenditure Elasticities of 1990/1991 and 2004/2005

A ~1990/1991 200472005

ommao

Group:ny & | B | r F % | B | g F

Food 030 | 0.84 | 0.98 | 152292~ [ 1.67 | 0.60 [ 0.97 |1452.06™
2.24* |39.02 16.47 [38.12"

Clothing 334 | 142 [098 (226052~ | -292 | 1.05 | 0.6 | 83641~
-22.66" |47.92* | 12.67* |28.92**

Housing a4 | 087 | 0.8 [1817.30™ | -0.51 | 0.82 | 0.87 | 26524~
-11.34* |42.63* -1.65 |16.28*

Furniture 445 | 120 , 0.87 | 16996~ | 342 | 1.04 | 0.82 | 168.00~
-7.63" |13.03™ 660~ [12.96*

Health 3.66 | 1.00 | 0.97 | 100420~ | 2.86 | 0.95 | 0.87 | 26466~
47.77* |31.69" L7.600" |16.27*

ransportation- - -

Comngu ncation | ©38 | 149 0.94 '406.18 746 | 1.71 | noa | 57400
1363~ [20.45= ° | 11644~ [23 96

Culture- ] )

Entertainment 485 | 1.96 | 093 { 31932 |-11.24 | 242 | 0.87 | 230.52
1182 {17.87* L1288+ |15.74~

Education 482 | 112 [ 008 | 26350~ |-11.84 | 222 | 0.72 | 406.18~
-10.62™ (16,24 801" | 955

Hotel -Restaurant| 5.74 | 1.22 | 0.85 | 14769~ | -325 | 0.97 | 0.87 [ 243.18"
-9.01™ |12.15 -8.23* |15.50~

Obr:owu;. 252 | 089 | 0.94 | 437.38~ | -2.08 | 086 | 0.59 | 5326

d Alcoholic ] -9.36* [20.91* -3.96% {7.29%

arious

o oitios: 725 | 168 | 0.87 | 17756~ | -5.39 | 1.32 | 0.97 [1370.63*

rvices -9.19* [13.33~ | 23.84 Ja7.02%

Source: Computed Based on Data from HIECS, CAPMAS, 1990/1991 and 2004/2005.
** Indicatos significant at one percent lave!l of significance
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-The estimated expenditure elasticities for selected food sub-groups
for 1990/1991 are relatively higher than those obtained from 2004/2005. This
can be explained by the economic situation in Egypt. Many households,
especially the poor, face tight budgetary constraints and all of the selected
food commodity groups are considered as very important groups because
they fuifill fundamental needs of pecpie.

In 2004/2005, all expenditure elasticities have positive signs and for
all of the food commodity groups are less than one, as shown in Table 4. This
means that all food sub-groups are necessities for Egyptian households, i.e.,
as income increases their expenditure will increase at a lower rate. The
estimated expenditure elasticity for vegetables group is only 0.32, the lowest,
compared to other food sub-groups, while fruits group has a relativeiy high
expenditure elasticity of 0.84.

For fish, the expenditure elasticity is 0.78, where an increase In fotal
expenditure by one percent would tend to cause a 0.78 % increase in fish
expenditure in Egypt, probably caused by a shift to higher quality fish
{expensive species of fish). The expenditure elasticity for the meats group is
0.69, which indicates that an increase in total expenditure by one percent
would tend to cause a 0.62 % increase in meats group expenditure.

Table 4 : Expenditura Elasticities for Food Groups in 1990/1991 and

2004/2005
1990/1991 2004/2005
Food Groups a, B J R? F &, ﬂj R? F
reals 0.21 061 [ 072 [ 71.24 0.77 044 | 0.92 | 446.37
(0.45) | (8.44}" {5.79)" [{21.13)
egetables 009 | 075 [ 084 [58872 | 132 | 032 _[089 | 30673
(-4.15)__ ((14.72) (11.36) " [ (17.51)
Fruits 434 | 1.11 _| 098 [1680.27 | -2.48_| 084 _| 097 [11896%
(-25.29)" |{40.99) (6.04)" [ (34.44)
Meats -188 | 099 | 0.98 [1843.00° | 0.03 069 | 097 |1343.74
13.28)" [(42.93)" {0.27) | {36.66)
Fish 4.45 100 [ 096 [831.32” | -2.32 078 | 0.92 | 439.66
{-18.42)" 1(28.83)" -9.71)" { (20.97)"
Milk-Eggs 300 | 1.01 | 098 (142185 | -1.05_| 070 [ 0.87 | 24545
(-17.74)" 1(37.71} {(-3.69) | (15.67)"
Qils-Fats 207 0.62 | 0.95 | 59242 [ 0.17 044 1075 | 11528
{-9.73) 1(24.24) (067 | (1073
Sugar 2.44 0.79 | 0.98 [1676.04 | -1.69_ | 0.66 [ 0.93 | 494.88
_ -19.81)" |(40.94)" {-8.94)" | {22.24)
Others -1.68_ 1 064 | 087 |176.277 | -2.10 055 [ 088 | 24361
(-5.48) {(1327) (9.41)" [ (15.61)
FEverages 285 070 | 0.98 |2177.50 | -267_| 074 | 087 | 260.88
-27.33)" 1{46.86)" -2.13)" | (16.15)"

Source: Gomputed Based on Data from HIECS, CAPMAS, 1990/991 and 2004/2005,
* Indicates significant at one percent leve! of significance

Miik and eggs are used for breakfast and dinner in Egypt. Not oniy
are they protein sources, but also their prices, compared to prices of other
animal products, were for a long time relatively low. Increased total
expenditure has a clear impact on the expenditure on milk -eggs; its
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expenditure elasticity is 0.70. This means that a one percent increase in total

expenditure would tend to cause an increase in expenditure on milk and its

products by 0.70.

The estimated expenditure elasticity for the oils-fats group is 0.44,
v-hich means that a one percent increase in total expenditure would tend to
cause an increase in the expenditure on the oils- fats group by 0.44 %. With
Ligher income perhaps the quantity of oils-fats consumed will not increase
but the quality of cils-fats consumed will improve, where in Egypt, the
consumption of hydrogenated oils and sunflower oil increased more with
higher income than the consumption of cottonseed oil.

The changes in the expenditure patterns from 1990 to 2005

To test the significance of change of commodity group elasticities
from 1990/1991 to 2004/2005, data group that to belong commaon commaodity
groups both 1990/1991 and 2004/2005 were put together in one group.
Regression equations were estimated by model 2 from associated group, as
shown in Tables 5 and 6. The findings can be summarised as follows:
= The changes in total expenditure elasticities of clothing, housing, fumiture,

and tobacco-narcotics and alcohalic are not statistically significant.

« The total expenditure elasticiies of food, health, hotel-restaurant, and
various commodities-services have decreased significantly.

+ Transportation-communication, culture-entertainment, and education
commodity groups show significant increase in the total expenditure
elasticity. '

Table 5 : The Equations for the Expenditure Patterns in 1990/1991 and

2004/2005
iCommodity Groups q; B, 14 Y2 R? £
Food 0.30 0.84 1.35 -0.24 0.98 1077.3r*
2.69* 46.93 | 8.11™ -g.22*
Ciothing . =334 1.12 0.42 0.07 0.97 B14.88™
17.49 38.99" 1.50 -1.54
Housing 143 0.87 0.92 0.08 0.95 36421
5.01* 22.58" | 2.45* -0.96
Fumiture 4.45 1.20 1.03 -0.16 0.85 117.01*
848~ | 1449 | 143 -1.34
alth -3.86 1.09 1.00 -0.14 0.93 205.47
-12.81** 22 84> 227 -1.99*
iTransportation -
lcommunication £.38 1.49 -1.07 0.22 0.4 333.20*
-14.37™ 2226 | -1.66" 213
Cutture-Entertainment -4.85 1.18 835 0.96 0,88 155,25
743 _ | 1077 | -6.42" | 6.15"
ducation -4.62 1.12 -1.22 1.09 0.76 83.51"
-4.32* 6.60™ -4.56™ 4.39
-Restaurant -5,74 1.22 2.49 -0.25 0.38 156.82*
-11.52** 15.53" | I.H™ -2.21*
obacco- Narcotics, -2.52 0.89 0.46 -0.02 077 £8. 74~
nd Alcoholic 444~ | go1™ | 0.54 -0.20
aricus Commodities- -7.25 1.66 1.86 -0.34 091 204 16"
Services -13.61™ ] 19.75" | 23g" | 282"

Source: Computed Based on Data from HIECS, CAPMAS, 1980/1991 and 2004/2008.
** Indicates significant at one percont level of significance
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Table 6 : The Equations for the Food Expanditure Patterns in 1990/1991

and 2004/2005
2
Food Groups a; i N Yy R F
Cereals 0.21 0.61 0.56 047 0.81 93.49
0.78 12.48" 1,25 -2,31
Vegetables 0.59 074_ | 231 -0.43 085 313.19~
-5.68 26.97 9.05™ | -1057
Fruits 434 111 1.85 0.27 098 1026.50~
-27.07 44,91 8.00~ | -7.56
Meats -1.88 0.99 1.2 -0.30 0.98 1164.32%
-15.32~ | 4953~ | 1086~ | -10.63"
Fish -4.45_ 110_ [ 213 031 095 446 47
-18.21 30.07" | 6.28~ | -5.86
Mik-Eggs -3.00_ 1.01 1.96 -0.31 0.94 362,82
-12.98 27.59 5.78" -5.80
Olls-Fats 207, 082 2.25 0238 0.90 209.19"
-8.90 2226 | 680~ | -7.03*
Sugar 2.44_ 079_ | C.74 0.13 0.96 551.55~
-15.48 3195 3.20m -3.66™
Others -1.68 064_ | -0.43 -009 0.92 267.86
-6.61 16.00 -1.14 -1.61
rages -2.95_ 079 | 027 005 | 094 30581
-13.31 2273 1 085 -1.04

Source: Computed Based on Data fram HIECS, CAPMAS, 1990/1991 and 2004/2005.
** Indicates significant at one percent level of significance

While health and hotei-restaurant were luxuries in 1990, they moved up
near to the necessity commodities in 2004/2005.

As shown in Table 8, expenditure elasticiies of all food groups have
decreased significantly except for beverages. While fruits, meats, fish, and
milk-eggs were near to the luxury commodities in 1990/1991, they moved
up to the necessity commodities in 2004/2005. The - elasticities of
expenditures for meat, fish, milk-eggs, and fruits are relatively high, and
those of cereals and vegetaples are low. This suggests that the food
expenditure structure in Egypt has diversified, adding meats, fish, milk-
eggs, and fruits to the most dominant food groups, cereals, vegetables
and sugar. Moreover, it is likely that the share of food will increase with
income enhancement due mainly to economic growth.

The differences of the expenditure patterns of urban and rural

Households

To find out the factors that cause changes of commodity group

elasticities from 1990/1991 to 2004/2005, consumpticn expenditure patterns
of urban and rural households are analysed. To test the differences of the
consumption patterns of urban and rural households, the regression model 3
was estimated (Tables 7 and 8). The findings are as follows:

There is no any difference between the urban and rural total expenditure
elasticity of clothing, housing, furniture, health, transportation-
communication, culture-entertainment, education, hotel-restaurant, and
tobacco-narcotics and alcoholic .
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+ The total expenditure elasticities of food and various commodities-
services are higher at rural than urban areas.

s For food sub-groups rural elasticities ténd to be higher than urban ones.
Table 7 : The Equations of Commodity Groups for Urban and Rural

___Housegholds .
ICommedity Groups @; fif Y LY - F
Food 1.21 0.68 | -0.69 0.12 0.65 379.09%
5.46" | 23.48" | -2.49" | 278 )
Clothing -3.34 112 | 049 -0.08 097 836.15™
-17.92~ | 3864 | 1.76 -1.88
Housing 113 0.87 0.21 -0.02 0.81 90.03"
257 |12.51* | 0.32 0.24
Fumiture 351 106 | -0.99 0.15 0.85 116.71*
£.75™ 1312 | -1.28 1.25 .
Health 345 1.05 0.39 -0.10 094 34987
1251 12463 | 0.96 -1.56
[Fransportation - .
lcommunication -1.04 1.65 0.73 017 0.94 349,42
6.7 ;2476 | 1.13" -1.68
Culture-Entertainment -1.57 160 | 0.07 0.06 0.82 96.80~
818* 11253~ 0086 0.32
Education -1.74 162 022 0.10 0.69 45.68"
633~ | 859 | 012 -0.38
Hotel-Restaurant 4.58 147 0.70 -0.20 0.80 B2.11"
7.0 {1162™| 0.72 -1.36
Tobacco- Narcotics, 224 0.82 | 067 0.1 0.66 39847
jand Alcoholic -3,56= | 7.74* | 066 0.57
arious Commodities- 500 | 127 | -3.20 0.52 0.9 207.61*
rvicas -9.56™ 1570 | -4.00* | 4.21*

Source: Computed Based on Data from HIECS, CAPMAS, 1990/1991 and 2004/2005
* Indicates significant at one percent level of significance

Table 8 The Eguations of Food Groups for Urban and Rural Houssholds
Food Groups b, ¥ Ys F
Cereats 0. a€ 0.4 [ 2T | 026 0.77 70.38
. 251~ | B24" | 248 | 3326~
Vegetables 0.58 0.45 | 1.26 0.23 0.77 69.92™
172 873 | 257 | 292~
Fruits 337 | 098 | 016 0.01 096 | 46590~
14,82 27.66 0.47 0.27
Meats 0.87 084 | 013 0.03 0.96 | 44741~
505~ | 2707 | 044 0.78 .
Fish 289 | 080 | 0.85 0.10 084 | 31209
411,00 21,347 | 208 1,62
Milk-Eggs 165, 0.8 | -0.78 6.09 093 | 29835~
656 | 2079 | -2.08" 1.58
Oils-Fats 068 0.57. | -1.00 0.19 0.87 145.76—
252 135807 [ -2.48* | 3.01™
Sugar 162 066 | -1.13 0.18 697 | 60545~
-10.83 28.30" | -5.06~ | 530+
Gihers 0.8 044 | 197 0.28 0.51 2131
-1.34 434" | 201 1.78
Fevamqes 294 | 079, | 042 -0.08 094 | 350.68™
1448 | 2535”7 | 138 -1.82

Source: Calculated Based on Data from HIECS, CAPMAS, 1950991 and 20042005
** Indicates significant at one percent level of significance
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Expenditure Elasticities of Commodity Groups by Expenditure
Quartile,

Due to determine the differences between the consumption patterns of

households at different income levels, model (4) was estimated by using

1990/1991 and 2004/2005 data. The results of regression equations can be

seen at Tables 9 and 10. As expenditure level becomes higher, expenditure

elasficity declines for the highest quartile. This is consistent with economic
theory. at lower incomes, changes in income have a greater effect on
expenditures, since spending is more constrained. At higher incomes,
changes in income have less impact on spending decisions on a commodity,

The results can be summarised as follows:

« At the food, clothing, and hotel-restaurant commodity groups, the
differences between the total expenditure elasticities for the lower and
higher income groups are statistically significant. The expenditure
elasticities of these groups are lower at high-income groups.

» Clothing, housing, heaith, culture-entertainment, education, and hotel-
restaurant groups are luxury commodities for low-income groups whereas
they are necessity commodities for high-income groups.

= For food sub groups, the fotal expenditure elasticities of vegetabies, fruits,
meats, fish, milk-eggs, and oils-fats are lower at high-income groups.

Table 9 : The Equations of Commeodity Groups at different Expenditure

Quartile

Commodity Groups a; B, N Y R? E

Food 0.21 0.85 1.14 -0.18 0.94 350.76™
0.60 12.25" | 2.52" -2.56*

IClothing 4021 124 2.04 -0.31 0.98 1276.88™
15.05" | 26.20™ 5.79* -5.45

Housing -2.26| 1.07 0.53 -0.13 0.83 101.35*

' -3.06™ | 8.23" 0.54 -0.87 ¢

Furmiture 4121 116 042 | -0.04 0.85 115.04**
<4.74™ | 7.14™ 0.35 -0.23

Health 412 1.15 1.29 -0.21 0.93 270.24™
-7.51*] 11.93* | 1.78 -1.77

[yransportation -

[communicatfon £50; 152 1.09 -0.12 0.93 295.66*
-7.94** | 10.52" 1.02 -.68

Culture-Entertainment 504 1.08 -1.32 0.33 0.82 96.91

3.47"| 4.25™ -0.69 1.03

[Education -4.85] 1,04 -0.21 0.20 0.70 50.18*
-2.37"| 2.8 -0.08 0.45

Hotel -Restaurant -837| 1.80 534 -0.90 0.77 68.23"
-6.82"{ 831 | 3.30™ -3.42™

obaceo- MNarcolics, -3.61 1.01 292 .43 0.68 44.76*"
nd Alccholic -3.11" 1 4,94 1,91 -1.72
(Var. Commodities- -5.18| 1.27 -1.41 0.25 0.88 161.26™
ISanices -5.01**1 7.02** -1.04 1.12

Source: Calculated Based on Data from HIECS, CAPMAS, 1990/1991 and 2004/2008.
** Indicates significant at one percent level of significance
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Table 10 : The Equations of Food Groups at different Expenditure

Quartile
2

00d Groups Cﬁ B, L4} Y2 R F

Coraals 0.53 0.52 0.08 -0.01 0.63 36.11
0.89 3.82 0.61 -0.03

Vegetablas -1.05 074 1.68 -0.28 0.73 5782"
-1.67 . 66807 2.02* -2.09**

Fruits 5.03_ 126 2.45 -0.40 0.97 58828
-15.15 21.56 556" -5.66**

Meats -2.31 1.05 215 0.33 0.97 611.26
-7.85" 20.36* 558" -5.59**

Fish 574 _ 1.36_ 3.81 .82 0.98 483,17+
-14.77 19.85 7.44™ -7.43** .

Milk - Eggs -3.62, 1.14 2.41 -0.40 0.93 29867
-8.19 14567 | 4.14™ -4.19**

Oiis - Fats -2.30, 0.87 1.64 -0.28 0.584 11401
-4.34 9.30 2,34* -2.49% :

Sugar 2.23 076_ | 007 0.002 0.95 410.24*
-7.04 13.56 -0.18 0.03

Others 0.78 0.39, 2.01 0.32 0.47 18.37*
-1.34 4,34 -2.01" 1.78

Boverages § 206 080 | 001 -0.01 0.93 205.08™
-71.52 11.49 0.03 -0.06

Source: Caiculated Based on Data from HIEGS, CAPMAS, 1990/1991 and Z004/20065.
* Indicates slgnificant at one percent level of significance

Conclusion

On the basis of the structure of total and food expenditure, we can
conclude that the consumption expenditure patterns have changed in the two
survey periods as a result of liberalisation of economic activity. This study is
made to find out the changes in total expenditure elasticities of households
from 1990/1991 to 2004/2005 surveys. The changes in total expenditure
elasticities of seven consumption expenditure groups are statistically
significant. Otherwise, the total expenditure elasticities of four consumption
expenditure groups do not change from 1990/1991 to 2004/2005. The total
expenditure elasticties changing groups are food, health, transportation-
commumication, culture-entertainment, education, hotel-restaurant, and
various commadities-services. The education and the culture-entertainment
expenditures are the most luxury consumption expenditure groups with the
total expenditure elasticities that exceed two in 2004/2005 survey.
When the reasons of the changes in consumption expenditure paltems are
investigated it can be seen a difference between the elasticities for the lower
and higher income groups. The total expenditure elasticities of food, clothing,
and hotel-restaurant are lower at high-income groups. The clothing is a luxury
commodity for low-income households, But it passed to necessity commodity
group for high-income households. For food sub-groups, the total expenditure
elasticities of vegetables, fruits, meats, fish, milk-eggs, and ocils-fats are lower
at high-income groups. The total expenditure elasticity of food and various
commodities-services are higher at rural than urban areas, also for food sub-
groups of ceteals, vegetables, oils-fats, and sugar.
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Recommendations
As a result of this study, several recommendations can be made for the
future food policies as follows:
s Increased per capita real income is needed to improve the living
standard and nutritional leve!,
s Focussing on increasing animal production and fisheries, aiming at
increasing the per capita consumption of animal protein,
+ Food subsidies should be better targeted to the poor pecple, and more
public policies favouring the poor are needed.
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