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Deliverable 2.2 of the STAPLES project examines the critical roles of public procurement
mechanisms and collective storage systems in ensuring the stability of grain supply chains in the
MENA region, with a specific focus on Egypt and Morocco. These countries face significant food
security challenges due to very high per capita wheat consumption and a structural dependency
on imports, leaving them vulnerable to global price volatility, climatic shocks, and geopolitical
disruptions. The document provides a comprehensive analysis of how these nations manage
Strategic Grain Reserves (SGRs) to protect vulnerable populations and maintain the continuity of
staple food supplies

The analysis highlights two contrasting institutional models for food security management:

+ Egypt’s State-Centric Model: Egypt operates a highly centralized system where the
government, primarily through the General Authority for Supply Commodities (GASC),
manages large-scale international tenders and oversees a vast public infrastructure for
storage and milling. However, there is a significant institutional shift in late 2024, as the
Future of Egypt (Mostakbal Misr) agency took over procurement responsibilities, leading
to a marked contraction in state-led imports and various operational frictions in early 2025.

*  Morocco’s Market-Steered Model: Morocco utilizes a public—private partnership (PPP)
framework where the state regulates the market and provides financial incentives—such
as storage premiums and import restitution mechanisms—while private operators handle
the actual procurement and logistics. Morocco is currently advancing a plan to expand
these strategic stocks to cover up to six months of national consumption to mitigate
external vulnerabilities

Furthermore, the deliverable explores the potential of Warehouse Receipt Systems (WRS) as a
tool to improve smallholder access to finance and reduce post-harvest losses. Despite their
benefits, the implementation of such systems in both countries is currently hindered by extensive
government price interventions that make private storage less cost-effective.

Ultimately, this document establishes an analytical foundation for developing operational
recommendations aimed at improving the efficiency and resilience of grain procurement and
storage systems in the region.
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Deliverable 2.2 is part of the STAPLES project and examines the role of public procurement
mechanisms and collective storage systems in ensuring the stability of grain supply chains. In
many MENA countries, governments play a central role in cereal markets through public
procurement, strategic stockholding, price regulation, and subsidy schemes (World Bank, 2025).
While these interventions are critical to guaranteeing affordable access to staple foods, they also
shape the agricultural market, influence supply chain efficiency, and generate substantial fiscal
costs. Understanding how public procurement systems function in practice, and how they interact
with strategic storage reserve and market dynamics, is therefore essential to identifying
operational practices that can improve both efficiency and resilience of the system.

The document provides a descriptive and analytical overview of existing institutional
arrangements, policy instruments, and operational practices related to grain procurement and
storage in MENA countries in general with a focus on Egypt and Morocco. Rather than drawing
definitive conclusions at this stage, it aims to establish a solid analytical basis for the development
of operational recommendations in subsequent versions of the deliverable. Particular attention is
given to the role of public tenders, given that even marginal improvements in their design or
implementation can have significant impacts in countries that rely heavily on public procurement
to secure cereal supplies.

The document is structured as follows. Sections 3 and 4 describe the background context of the
wheat supply chains in Egypt and Morocco, respectively. Section 5 introduces the main economic
fundamentals of strategic grain reserves and discusses their relevance in the MENA region.
Section 6 explores public procurement for strategic grain reserves in Egypt (Section 6.2) and
Morocco (Section 6.3). These sections describe the main public and private actors involved in the
management of strategic grain reserves and public procurement, outlining their respective roles
and interactions within the procurement and storage systems. They also examine the key policy
instruments used to ensure a stable supply of cereals, including price-setting mechanisms,
subsidy schemes, storage incentives, and import regulation. Together, these sections provide the
institutional and policy context within which public procurement operates, highlight key features of
the tendering process, and identify initial areas for further investigation and the development of
policy recommendations.

Following the presentation of preliminary conclusions on public procurement for strategic grain
reserves in Section 7, Section 8 introduces the topic of private collective grain storage, with a
particular focus on warehouse receipting system. This system is commonly considered a tool to
facilitate access to finance for smallholders, who are often excluded from formal credit markets
due to a lack of acceptable collateral. Although warehouse receipting system appear to be
insufficiently implemented in the MENA region, its potential role—as well as that of supply chain
finance instruments more broadly—will be further examined in the final version of the deliverable.

Finally, Section 9 outlines the next steps of the research. Building on the analysis presented in
this document and on additional data collection from primary sources, the next final version of the
deliverable will elaborate targeted, operational recommendations for stakeholders involved in the
management of public tenders and strategic reserves and in the private collective storage of
grains, recognizing that incremental improvements in procurement efficiency and in the private
collective storage can yield substantial benefits for supply stability and public finances.

This deliverable is based on a qualitative—quantitative mixed-methods approach grounded
primarily in desk-based research. The analysis draws on three main sources of evidence: grey
literature, international trade datasets, and tender-level data, complemented by a limited number
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of semi-structured expert interviews. Grey literature—including policy reports, institutional
documents, market briefs, and official communications from national authorities and international
organizations—was systematically reviewed to contextualize institutional frameworks,
procurement mechanisms, and recent policy developments. This approach is particularly suitable
given the limited availability of peer-reviewed literature on public grain procurement systems in
the countries under study.

Quantitative analysis is based on international trade datasets covering wheat imports and exports,
which were used to identify trends in sourcing patterns, volumes, and timing. These data were
complemented by a detailed examination of tender-level data from the General Authority for
Supply Commodities (GASC) in Egypt. The tender analysis focuses on key characteristics such
as tender dates, awarded volumes, origin of wheat, delivery periods, and supplier participation.
This allowed for a granular assessment of procurement strategies and their evolution over time,
as well as a comparison between stated policy objectives and observed procurement outcomes.

To enrich and validate findings from the desk-based and quantitative analysis, a small number of
semi-structured interviews were conducted with representatives and experts affiliated with the
Moroccan National Interprofessional Office for Cereals and Pulses (ONICL). These interviews
provided qualitative insights into institutional practices, decision-making processes, and
operational constraints that are not fully captured in publicly available data. Interview evidence
was used in a complementary manner to support interpretation rather than as a standalone
empirical basis. Triangulation across data sources was applied throughout the analysis to enhance
the robustness and credibility of the findings.

Wheat has been a central food staple in Egypt since antiquity and remains one of the most—if not
the single most—important crops for national food security. Today, wheat accounts for
approximately half of the average Egyptian’s daily caloric intake, underscoring the scale and
persistence of the country’s food security challenge.

This chapter examines Egypt’s grain economy through three interlinked lenses: (i) demand, (ii)
supply, and (iii) the main steps of the wheat value chain, including procurement, storage, milling,
and distribution.

It begins by establishing the scale and drivers of cereal demand focusing on wheat as the
dominant staple then assesses domestic production capacity and import reliance, before
analyzing how the state organizes procurement, storage, milling, and distribution of the domestic
wheat. Together, the sections provide an integrated narrative that connects household
consumption patterns to upstream constraints and the institutional arrangements that secure the
Baladi bread program and broader food security.

Egypt is among the world’s largest wheat consumers, with total annual wheat consumption (all
included: food, seed, and industrial uses) reaching approximately 19.9 million tonnes in Marketing
Year (MY) 2024/25 (USDA, 2025a) and estimated at 20.3 million tonnes in MY 2025/26 (USDA,
2025b). This scale reflects not only the central role cereals play in Egyptian diets but also the
sheer size and growth trajectory of its population. According to the World Bank, the Egypt’s
population stood at 116 million in 2024 (See Figure 1Figure 1 - Egypt population 1981 — 2024)
and is projected to surpass 160 million by 2054 (UNDESA, 2024), continuing a decades-long
upward trend that has seen an increase of more than 70 million people since 1980.
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Figure 1 - Egypt population 1981 — 2024
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Such demographic expansion exerts continuous upward pressure on cereal demand, particularly
for wheat, which forms the backbone of the national diet with maize and rice also contributing to
the national caloric supply.

Beyond demographic growth, three other factors shape the demand for cereals in Egypt: cultural
and dietary preferences play a central role, as bread is consumed in virtually every meal and is
deeply embedded in Egyptian culinary traditions. Demand is further reinforced by policy-led
affordability mechanisms, most notably the baladi bread subsidy, which ensures that staple wheat
products remain accessible to the population even during periods of international price volatility.
Finally, cereal demand has been influenced by changes in the livestock sector: over the past five
years, persistently high feed prices have encouraged a greater use of wheat grain as livestock
feed, contributing to an increase in overall cereal utilization (Bishaw et al., 2024).

It should be also noted that Egypt’s dietary patterns reflect broader trends in the Arab region,
where cereals form the backbone of daily caloric intake. Cereals account for over 60% of caloric
availability in most MENA countries’, with wheat alone representing the dominant share. In Egypt,
cereals provide 68% of daily caloric intake, of which wheat contributes approximately 50%, placing
it above many regional peers (see Table 1) (FAO et al., 2023). In addition, the dietary energy
supply (average of 2010-2019) from cereals in the Arab region is 1,444 kcal/ capita/day,

" In this report, MENA countries refer to the Middle East and North Africa region as defined by the World
Bank, which includes: Algeria, Bahrain, Djibouti, Egypt, Iran, Iraq, Jordan, Kuwait, Lebanon, Libya, Morocco,
Oman, Palestine, Qatar, Saudi Arabia, Syria, Tunisia, the United Arab Emirates, and Yemen. FAO adopted
a slightly different classification in its 2023 report, referring to the Near East and North Africa (NENA) region,
which includes: Algeria, Bahrain, Comoros, Djibouti, Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya,
Mauritania, Morocco, Oman, Palestine, Qatar, Saudi Arabia, Somalia, Sudan, Syria, Tunisia, the United
Arab Emirates, and Yemen. The World Bank classification includes Iran, which is not included in the FAO
definition, while the FAO classification includes Mauritania, Comoros, Somalia, and Sudan, which are not
included in the World Bank definition. For the purposes of this report, we adopt the World Bank definition of
MENA countries and use the terms “MENA region” and “Arab region” interchangeably, consistent with FAO’s
usage in its 2022 report.
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significantly higher than the world average of 1,308 kcal/capita/day and is particularly high in Egypt
(2,168 kcal/capita/day) (FAO et al., 2023).

Table 1 - Share of wheat in daily caloric intake in selected Arab countries, 2019

Egypt 68 50
Algeria 63 44
Morocco 62 47
Saudi Arabia | 55 39

Source: FAO et al., 2023

On a national scale, Egypt’s annual wheat for food use has risen steadily, from 18.7 million tonnes
in MY 2021/22 to a projected 19.9 million tonnes in MY 2024/25 (USDA, November 2023; USDA,
April 2024). Per capita consumption stands at 180—190 kg/year, among the highest globally and
nearly triple the global average of 67 kg/year (FAO et al., 2023) with the subsidized bread program
widely believed to have encouraged higher bread consumption.

According to USDA, some consumers slightly decreased their intake of baked goods due to
inflationary pressures even if baked goods and flat bread produced by the private sector remain
relatively affordable compared to other essential food items (USDA, 2025a). Despite this, Egypt’s
wheat consumption has shown remarkable inelasticity, remaining stable or increasing even during
periods of global disruption such as the COVID-19 pandemic and the Russia—Ukraine conflict
(USDA, 2023). This stability is partly attributable to the subsidy program and cultural dietary
patterns, but it also exposes the country to persistent structural vulnerabilities.

Meeting the rising demand with domestically produced wheat is complicated by severe structural
constraints, which have persisted despite decades of public intervention. Egypt’s grain system
operates within a broader policy tension between structural limitations and essential needs.
Severe water scarcity, measured at only 10.37% of optimal freshwater availability (FAO et al.,
2023), and limited arable land - just 3.38% of total territory in 2020 -(FAO et al., 2023) limit the
country’s domestic production potential. In addition, post-harvest storage losses, particularly in
traditional shona yards, are estimated at 18% (World Bank, 2022).

These ecological constraints are further compounded by low and volatile productivity, driven in
part by land being redirected toward more profitable crops such as Egyptian clover and sugar
beets, and influenced by shifts in government pricing policy. For example, wheat output declined
to 8.87 million tonnes in MY 2023/24 following a contraction in harvested area and also estimate
for MY 2024/25 harvested area and production has been revised downward due to farmers’
dissatisfaction with the preliminary guaranteed procurement price (see Section 3.4) announced
before the planting season (USDA, 2025a). On the contrary, Egypt’s wheat production for MY
2025/26 is projected to reach 9.2 million tonnes, representing a slight increase compared to MY
2024/25. This growth is mainly attributed to an expansion of 30,000 hectares in harvested area.
The increase in cultivated area reflects higher procurement prices as well as Government of Egypt
(GoE) initiatives aimed at promoting expansion in wheat production (USDA, 2025b), including
vertical strategies such as the distribution of improved seed varieties and adoption of raised-bed
cultivation techniques (USDA, 2022; FAO et al., 2023), well as horizontal expansion through large-
scale land reclamation projects like Mustagbal Misr in the Western Desert.
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Despite these multifaceted interventions, total production of wheat and the other two main cereals,
maize and rice, remained relatively stable between 2013 and 2023, although the relative share of
each crop varied noticeably from year to year, as shown in Figure 2 below.

Figure 2 - Production of cereals in Egypt, 2013 - 2023
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Source: FAOSTAT

Despite some annual fluctuations and the fact that the country remains far from be self-sufficient,
Egypt’s role as a cereal producer remains significant within the Arab region. FAO statistics rank
Egypt as the top cereal producer in the area, ahead of Iraq, Morocco, Sudan, and Algeria. As
shown in Figure 3 Egypt's cereal output (including wheat, maize, and rice) has consistently
outpaced that of its regional peers over the last decade, even in the face of water scarcity and
limited arable land.
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Figure 3 - Top Five Cereal Producers in the Arab Region, 2010-2020
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Source: FAO et al., 2023

Egypt's wheat balance over the past five marketing years illustrates a persistent structural supply
gap. Domestic production, which has ranged between 8.9 and 9.80 million tonnes, consistently
meets less than half of total national consumption. Annual wheat demand has remained stable at
around 20 million tonnes, leaving a deficit of approximately 10—11 million tonnes each year. This
gap is primarily bridged through imports, which account for 55-65% of total consumption, peaking
from MY 2023/24 when import dependency exceeded 60%.

Table 2 - Egypt’s wheat balance, MY 2020/21—- MY 2024/25 (1000 tonnes)

2020/2021 5,0 9,1 12,1 0,7 20,5 5,0 59%
2021/2022 5,0 9,8 11,3 0,3 20,5 0,5 55%
2022/2023 0,5 9,5 11,2 0,7 20,5 4,8 55%
2023/2024 4,8 8,9 12,4 1,9 20,5 3,8 61%
2024/2025 3,8 9,0 12,4 2,4 20,0 2,9 62%
2025/2026 2,9 9,2 13,0 2,0 20,0 3,1 65%

Source: PSD On-line.

To close its persistent grain deficit, Egypt has relied heavily on imports, purchasing 50-60% of its
annual wheat needs from international markets. Import volumes increased from 11.2 million
tonnes in 2022 to 12.5 million tonnes in 2024, with public procurement agencies—led by the
General Authority for Supply Commodities -GASC—accounting for the majority of these
purchases (USDA, 2024a). Figure 4 presents the volumes imported by public authorities. It also
reports the main countries of origin, highlighting a strong geographic concentration: for instance,
in MY 2023/24 Egypt imported more than 4.0 million tonnes from Russia, 0.78 million tonnes from
Romania and 0.24 million tonnes from Ukraine. This concentration corresponds to more than 90%
of total GASC wheat imports in MY 2023/24 (total imports: 5.4 million tonnes), highlighting a
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significant supply-risk exposure (USDA, 2024a). This high concentration is primarily driven by
Egypt's strong price sensitivity. Russian and Ukrainian wheat tends to dominate Egyptian
procurement due to its competitive pricing, lower freight costs, and faster delivery times to
Egyptian ports compared with alternative suppliers (USDA, 2025b).

Figure 4 — GASC wheat imports, MY 2019/20 — MY 2023/24
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This dependence on international markets leaves Egypt highly exposed to global price volatility,
shipping disruptions, and currency depreciation, underscoring the strategic importance of
maintaining both secure import channels and domestic production incentives (FAO et al., 2023;
USDA, 2025a).

To reduce exposure, Egypt diversified its sourcing by signing long-term deals with Abu Dhabi-
based suppliers and Al Dahra (USDA, 2023). Simultaneously, the Emergency Food Security and
Resilience Support Project, supported by a $500 million World Bank loan in 2022, funded wheat
imports, silo expansion, and logistics upgrades (World Bank, 2022).

Nevertheless, reliance on imports remains a fiscal and strategic burden. With global wheat prices
shaped by export restrictions, freight costs, and currency fluctuations, Egypt’'s food security
continues to hinge on the careful orchestration of procurement timing, financing, and diplomacy.

In Egypt, wheat is mainly consumed as a staple food in the form of bread, though it is also used
in various processed products such as confectionery items. Two main types of bread are
produced. The first is baladi (pita) bread, a traditional flatbread made from coarse wheat flour
with an extraction rate of 82 percent. The second is fino (French) bread, along with various
pastries, which are made from fino flour—a finer wheat flour with a 72 percent extraction rate.

Although wheat is mainly used for bread production—representing 43.8 percent of total
consumption—it is also a key ingredient in biscuits, cookies, pies, pastries, pasta (such as
macaroni and spaghetti), and a wide range of other processed products. The specific end product
depends largely on the type of flour, which is classified by its extraction rate during milling:

e Fino flour (72% extraction): used for fino bread and white shami flatbread.

e Premium flour: used in higher-value processed foods, including biscuits, cookies, pies,
and pastries.
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e Baladi flour (82% extraction): higher in bran and used mainly for the inexpensive,
subsidized baladi bread, helping to reduce the government’s subsidy burden. It is also
used in certain traditional foods such as greesh, a coarse whole-grain meal.

In addition, semolina, produced at a 65 percent extraction rate—primarily from durum wheat—is
used in pasta production (Bishaw et al.,2023). The GoE plays a decisive coordinating role in the
wheat system. It has a key role in the structure and control of domestic procurement operations,
public-sector import management, milling and distribution, and the Baladi bread program. Egypt’'s
wheat value chain integrates both domestic production and international imports, channeled
through a highly centralized procurement system in which the government maintains decisive
control. While Section 6.2 will provide an institutional and regulatory analysis of the public
procurements systems for imported grains, the present section focuses on the logistical and
operational flow of wheat from any source, whether local farms or foreign exporters, to storage,
milling, and distribution. In addition, in Section 3.4 details of the public procurement for domestic
wheat will be provided. Figure 5 shows a schematic presentation of wheat grain value chain in
Egypt and illustrates the two main supply streams:

1. Domestic wheat from farmers and smallholders is purchased primarily by government
agencies such as the Agricultural Bank of Egypt (ABE), Egyptian Holding Company for Silos
and Storage (EHCSS), and the Food Industries Holding Company (FIHC).

2. Imported wheat, procured mainly by the General Authority for Supply Commodities (GASC)
through international tenders, supplemented by smaller private-sector imports.

Figure 5 - Wheat value chain in Egypt
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Source: Bishaw et al., 2024
Note: ABE, Agricultural Bank of Egypt (ex PBDAC), EHCC = Egyptian Holding Company for Silos and Storage; FIHC = Food Industries Holding
Company; GASC = General Authority for Supply Commodities; and GCSS = General Company for Silos and Storage.
Approximately 60 percent of domestically produced wheat is consumed at the household level or
retained as seed for the subsequent planting season. Wheat consumed on-farm is typically stored
at the farm level and milled in small village mills, which produce very coarse flour with a 100
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percent extraction rate. This flour is then used by farming households for bread making (Bishaw
et al., 2024).

Farmers generally keep more wheat than is required for home consumption or immediate use,
allocating part of the surplus to livestock and poultry feed. Any remaining grain may be bartered
in village markets for other crops or sold for cash to cover household expenses. At present,
farmers store wheat at home using plastic barrels (50 kg), jute sacks (560—88 kg), or plastic bags.
Wheat is typically harvested at a moisture content of 12—13 percent and subsequently air-dried
before threshing, a process that further reduces moisture levels and ensures safe storage. To limit
post-harvest losses, farmers commonly apply insecticides and fumigants (Bishaw et al., 2024).
The private sector is not allowed to purchase wheat directly from farmers. The remaining
marketable surplus is sold to GASC under the supervision of the Ministry of Supply and Internal
Trade (MoSIT), through a procurement system that is described in the following section. Imported
wheat is primarily procured by GASC through international tenders (see Section 6.3), although
private-sector imports also contribute significantly, accounting for nearly half of total annual
imports.

All wheat purchased by the government on the domestic market and imported by GASC is milled
into flour with an 82 percent extraction rate for the production of baladi bread (see Section 3.5 for
details on the subsidy program).

Milling for the baladi programme is carried out through a dual system:

* Public flour mills operating under the supervision of FIHC, which handle the majority of
wheat milling for the baladi bread subsidy program;

» Private mills operating under government contracts and subject to regulated allocation
mechanisms and quality control requirements.

The government directly operates 80 public mills with a combined capacity of 6.6 million tonnes
per year, while 69 private mills participate under tolling contracts, contributing an additional 4.3
million tonnes/year. Public mills generally operate at 72% utilization, slightly higher than private
mills at 63%, reflecting their priority access to subsidized wheat and stable supply flows. Under
the tolling arrangement, private mills process wheat supplied by the state and receive a flat milling
fee, while public mills sell flour at fixed prices to maintain affordability across the subsidy system
(World Bank, 2022).

The resulting flour is subsequently distributed either directly to consumers or to baladi bakeries
and designated warehouses. Baladi bakeries, which produce subsidized bread under the national
program, dominate the market. According to Yigezu et al. (2021), the public distribution pipeline
is strictly separated from the private market, ensuring that subsidized wheat is not diverted to
ineligible consumers.

Milling losses, although smaller than storage losses, remain a concern. According to Yigezu et al.
(2021), inefficiencies in milling can stem from outdated machinery, variable wheat quality
(domestic vs. imported), and suboptimal moisture control during processing. Such losses
contribute to the broader food loss challenge in Egypt’s wheat supply chain, underscoring the
importance of technological upgrades and better quality control at both public and private mills
(Yigezu et al., 2021).

The private sector also plays a substantial role in wheat supply, importing an estimated 5-6 million
tonnes annually, which accounts for nearly half of Egypt’s total wheat imports. However, private
importers are prohibited from using government-owned silos and instead depend on their own port
and inland storage facilities, which together hold around 2.9 million tonnes. Wheat imported by
the private sector is temporarily stored at private port facilities before being sent directly to mills
that produce fino flour, which is then distributed to fino bakeries, pastries, food factories, shops,
and traders. Table 3 shows the amount of wheat used in different products in Egypt during the
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period 2010-2021. The baladi bread program is by far the most significant destination for wheat,
regardless of whether the grain is produced domestically or imported.

Table 3 - Amount of wheat (000 tonnes) used during 2010-2021 in Egypt

Product 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 |Average (%average
use
Premium (72%) | 1.858 | 2.278 |2.314 |3.349 |2635 |2411 |2254 |4.463 |2973 [3.294 |4.001 |[4.528 3.063 20,1
Flour Baladi (82%) 4192 |[4219 |4.162 [3.709 [5570 |4.258 |[5726 |4.550 [2.527 |3.912 |3.314 |3.934 4.173 27,3
Semolina 37 38 27 27 31 24 17 22 46 52 64 67 38 0,3
Greesh 41 37 35 32 35 20 2 3 9 10 10 12 21 0,1
Baladi 5.124 | 6.175 |5.127 |5.879 |[4678 |6.744 |6.636 |5475 |[6.918 |6.875 |7.359 |7.522 6.209 40,7
Bread Fino 284 320 315 348 300 597 501 412 516 506 519 529 429 2,8
Shami 209 5 3 4 4 6 3 3 3 3 3 62 26 0,2
Others 15 16 9 13 0 1 3 62 55 62 66 39 28 0,2
Biscuits, cookies, pies 128 134 140 140 129 101 89 289 238 267 281 294 185 1,2
Pastries 96 103 145 121 136 42 49 108 115 120 128 135 108 0,7
Pasta & spaghetti 262 333 353 344 316 723 485 773 1.544 1.737 1.856 1.832 890 58
Other bakery products 177 110 140 71 56 72 43 173 130 146 87 91 108 0,7
Total wheat use 12.423 | 13.768 | 12.770 | 14.037 | 13.890 | 14.998 | 15.808 | 16.333 | 15.074 [ 16.984 | 17.688 | 19.045 15.278 100

Source: Bishaw et al, 2024 (based on CAPMAS data)

Domestic wheat procurement in Egypt is executed through a network of public entities with distinct
but complementary roles in sourcing, storing, and channeling grain into the subsidy system.

The Agricultural Bank of Egypt (ABE) is the largest single purchaser of wheat, accounting for
approximately 50 percent of total public procurement. ABE primarily procures wheat through 355
shona—traditional open-air storage yards—which together have a storage capacity of about 2.1
million metric tons (million tonnes). In these shonas, wheat bags are stacked to heights of up to
five metres, with each stack storing roughly one metric ton of grain. During the summer, the bags
are typically covered with jute cloth, while plastic sheets are used in winter (McGill et al., 2015).
These facilities, which are protected only by basic fencing, are highly susceptible to post-harvest
losses. Losses are estimated at around 18 percent, largely due to manual handling and insufficient
protection against moisture, pests, and temperature fluctuations (World Bank, 2022).

The Egyptian Holding Company for Silos and Storage (EHCSS) ranks second in domestic
procurement capacity, managing 44 inland silos with individual capacities ranging from 10,000 to
60,000 tons, for a combined total of approximately 3.29 million tonnes. Unlike shona, these
facilities offer controlled environments that significantly reduce handling and storage losses.

The Food Industries Holding Company (FIHC) has a smaller yet specialized role, purchasing
around 0.5 million tonnes annually (World Bank, 2022. Even though it also purchases wheat from
farmers, it does not have its own storage facilities. Instead, it delivers grain directly to government-
controlled public flour mills, which have facilities to store wheat until it is milled (Bishaw et al.,
2024).

All these entities deliver the grain to public and private flour mills under contract to produce the
lower-grade flour (82 percent extraction rate), which is distributed to local bakeries for making
subsidized traditional baladi bread.

In addition, the General Company for Silos and Storage (GCSS) has a total storage capacity of
721 thousand tons, dedicated exclusively to imported wheat. GCSS is responsible for handling
and storing all wheat grain imported by the public sector at Egypt’s ports. The company operates
facilities capable of receiving grain vessels of up to 70 thousand tons at the ports of Alexandria,
Dakahlia, Damietta, and Safaga.
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GCSS manages silo facilities with a combined capacity of 355 thousand tons. These include a
mechanized horizontal warehouse silo with a capacity of 50 thousand tons in Damietta, as well as
inland silos with capacities of 165 thousand tons in the Imbaba and Shubra areas of Cairo and
151 thousand tons in Alexandria (Bishaw et al., 2024).

The domestic wheat procurement season typically begins in mid-April and runs until mid-August.
In 2024, the end of the procurement period was extended from July to August to provide farmers
with additional time to deliver their crops to government collection centers.

At the logistical level, farmers may deliver wheat directly to shonas managed by the ABE or sell it
to rural traders and cooperatives. In practice, however, most farmers choose to sell their harvest
to local traders—who collect wheat directly at the farm gate—due to the small scale of production
and the logistical challenges associated with transporting grain to official storage facilities.

Traders often provide several incentives, including:

* Advance payments that cover part of production costs;

+ Farm-gate collection, which reduces farmers’ transportation and handling burdens; and

* Prices comparable to those set by GASC (see Section 3.4.1). According to Bishaw et al.
(2024), traders are able to offer similar prices because they use ardebs—a volume-based
unit rather than a weight measure—that exceed the official standard of 150 kg, sometimes
reaching up to 155 kg. As a result, farmers unintentionally deliver additional grain for which
they are not compensated.

Although these transactions occur outside the formal public procurement channel, they are not
considered illegal, and farmers are permitted to sell wheat in local markets. However, local grain
traders are required to deliver procured wheat to shonas at the officially fixed price. In practice,
some traders also sell wheat illegally to private mills, where it commands higher margins, or divert
it to livestock farms for use as feed. When such illegal transactions are detected, the wheat is
confiscated without compensation and redirected to public mills.

Table 4 presents the volume of domestically produced wheat procured through public channels.
Although the share collected by the GoE increased from 23.7 percent of total production in 2010
to 43.7 percent in 2022, it remains relatively modest compared to the overall output. It is not
possible to determine precisely how the unprocured share is allocated (i.e. whether it is retained
on-farm for household consumption, animal feed, or seed for the following season, or whether part
of it is diverted, via private traders, into informal channels supplying private mills) since there are
currently no reliable estimates of the volume or share of wheat purchased and resold by traders
and of the volume used for animal feed or seed at farm level.
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Table 4 - Quantity of wheat produced and collected by GASC in Egypt, 2010 - 2022

Quantity (million
Year tons) Collected %
Produced|Collected

2010 7,2 1,7 23,7
2011 8,4 2,5 29,9
2012 8,4 3,7 42,1
2013 9,5 3,6 38,5
2014 9,3 3,6 39,2
2015 9,6 3,7 38,5
2016 9,3 4,6 48,7
2017 8,4 3,8 44,5
2018 8,3 3,2 37,7
2019 8,6 3,3 38,7
2020 91 3,5 38,7
2021 9,6 3,5 35,1
2022 9,6 4,2 43,7
2023|n.a. 3,8|n.a.
2024|n.a. 3,6|n.a.

Average 89 35 38,4

Source: Own elaboration based on data from Bishaw et al., 2024 from 2010 to 2022 and data from USDA GAIN for
2023 and 2024

To encourage farmers to deliver wheat directly to shonas, the GoE has, in certain years—notably
in 2022—offered bran at reduced prices for livestock feed (Bishaw et al., 2024). Additionally, to
boost public procurement volumes, the government introduced mandatory delivery requirements
for producers. In 2022, farmers were required to sell a minimum of 12 ardebs per feddan—
approximately 4.28 tonnes per hectare—to public buyers, while larger farms exceeding 25 acres
were obliged to deliver up to 90 percent of their total harvest (USDA, 2022b).

It is unclear whether these measures were implemented in subsequent years. Even so, while a
direct causal link cannot be confirmed—since other factors, such as procurement prices or
international wheat prices, may also influence farmers’ and traders’ decisions—the measures
appear to have had a positive effect on the share of wheat collected. In 2022, the volume collected
reached 43.7 percent, following four consecutive years in which it remained below 40 percent

The main incentive for farmers to sell wheat legally to the Government is the price, which is fixed
annually and set above the international market price, as illustrated in Figure 6.
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Figure 6 — Domestic wheat procurement price and world price, 2010 -2022 (USD/t)
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Source: Bishaw et al., 2024

The procurement price is announced by the Ministry of Agriculture and Land Reclamation
(MoALR) and the MoSIT before the planting season to encourage farmers to expand wheat
cultivation. The price also depends on wheat quality, measured by the cleaning ratio, which
reflects the purity of the wheat and the absence of foreign materials or dirt. Wheat is classified into
three grades, measured in kirat (girat, K): 23.5 K (highest purity), 22 K, and 20 K; however, almost
all wheat is paid according to the lowest cleanliness standard (McGill et al., 2015).

Over the last decade, the domestic wheat price has steadily increased—from 420 EGP/ardeb in
marketing year (MY) 2015/16, to 715 EGP/ardeb in MY 2021/22, and finally to 2,200 EGP/ardeb
in MY 2024/25 (USDA GAIN). Payment is made immediately upon delivery if a MoSIT
representative is present. When no representative is present for quality checks, 90% of the
payment is made immediately, and the remaining 10% is settled within 48 hours. Funds for wheat
purchases are provided by the GASC, which also compensates the ABE for storage services
(McGill et al., 2015).

Because domestic wheat prices exceed world prices, the ABE monitors to ensure that imported
wheat is not illegally sold as domestic wheat in shonas. Central and regional ABE offices inspect
shonas before and after the procurement season to prevent leftover grain from previous harvests
from being included in the program. MoSIT conducts parallel inspections, adding another layer of
oversight.

Despite these measures, some studies suggest that imported wheat may still be illicitly reclassified
and sold as domestic wheat (McGill et al., 2015; Bishaw et al., 2024). For instance, USDA GAIN
estimated that in 2015 and 2016, at least one million tons of imported wheat entered the
procurement program, costing the GoE an excess of $110-115 million.

As said, bread is a critical staple in Egypt, and the GoE plays a central role in ensuring its
affordability through the baladi bread subsidy program. Baladi bread is produced with 82 percent
extraction flour and sold at a subsidized price to the majority of the population. For more than three
decades, a loaf was priced at EGP 0.05—well below its production cost—reflecting the program’s
importance as both a food security measure and a social protection instrument. In May 2024, the
government raised the subsidized price to EGP 0.20 per loaf for the first time in 36 years, while
maintaining overall program operations and continuing to absorb most production costs. The
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Egyptian government compensates bakeries for the difference (84 percent) in the production
costs. Prior to June 1, 2024, the government subsidized 96 percent of the cost of producing the
bread and the beneficiary paid four percent. (USDA, 2024b).

The baladi program is extensive, reaching approximately 71-72 million beneficiaries. Each
registered individual is entitled to five loaves per day, with monthly allotments managed through a
smart-card system introduced in 2014. Unused bread quotas can be converted into points
redeemable for discounted food and non-food items through about 40,000 affiliated retail outlets,
including 1,300 state-operated shops. This feature broadens the program’s role from a bread
subsidy into a broader income-support mechanism (Reuters, 2024a).

In parallel, beneficiaries may opt to receive subsidized flour instead of bread, a system commonly
used in rural areas with limited bakery coverage. Each person may purchase 10 kilograms of flour
per month at EGP 30, at an annual program cost of approximately EGP 5.2 billion.

The wheat used in the baladi system is sourced through Egypt’s integrated public procurement for
domestically produced wheat and for imports. Publicly procured wheat moves through shona
yards of ABE, inland silos under EHCSS, and port silos managed by the GCSS. Milling occurs in
public mills or private mills contracted under tolling arrangements. The private sector operates
independently in importing, storing, and milling wheat for non-subsidized markets. Ultimately,
subsidized baladi bread is distributed through a large network of licensed bakeries—more than 98
percent of which are privately operated under government contracts.

The impact of the 2024 price increase was immediately visible in household behavior. Field
interviews reported by Reuters describe pensioners and low-income workers struggling to afford
daily rations, with some cutting non-essential expenses or adding informal jobs to meet basic food
needs (Reuters, 2024a). In a country where headline inflation reached 32.5% in early 2024, even
minor adjustments to staple food prices have considerable implications for household welfare and
consumer confidence.

Nevertheless, the GoE has emphasized its commitment to maintain supply volumes and bakery
support, signaling that the 2024 price increase represents a recalibration rather than a reduction
of the subsidy.

Complementing the bread subsidy, the ration card (smart card) commodities program provides
monthly cash benefits of EGP 50 per beneficiary for the purchase of essential items such as oll,
sugar, rice, and pasta. This program, integrated within the same card system, is expected to cost
EGP 36.1 billion in the 2024/25 budget and offers a diversified food basket through both private
partner stores and state-run outlets.

Despite its stabilizing role, the subsidy system faces several challenges. The sustained gap
between subsidized and market prices has encouraged practices such as diverting baladi bread
for animal feed, contributing to increased wheat consumption and reliance on imports. According
to USDA (USDA, 2024b) the bread subsidy programme consumes roughly 8.5 million metric tons,
3.5 million tonnes is procured from local production at a cost of roughly $1 billion and the remainder
(5.5 million tonnes) is imported via international tenders. The costs of the subsidy programmes is
significant, since 15.4% of the state budget is allocated to the food subsidies, a cost which
constantly increased over the years, as shown in Figure 7.
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Figure 7 - Reported Egyptian fiscal year costs of food subsidy programs (Egyptian Pounds - EGP)
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Despite its significant fiscal cost, the baladi program is widely regarded as a successful approach
to subsidizing essential food consumption while prioritizing support to vulnerable households.
Designed to assist low-income groups, the program also facilitates meaningful private-sector
participation in grain markets (Wright, 2009). Egypt’s policy of supplying baladi bread at a low,
fixed price is an example of self-targeting mechanism: because this type of bread is primarily
consumed by poorer households, the risk of subsidy leakage to higher-income groups is limited.
As a result, the public sector can focus its support on products preferred by the poor, leaving the
remainder of the grain market to private operators except during severe crises (Wright and Cafiero,
2011).

In Morocco, wheat and barley occupy a central place in diets, rural economies and debates on
food security. The country is among the world’s highest wheat consumers: estimates place per
capita wheat consumption between 171 kg and 255 kg per year, well above the global average
(Harbouze et al., 2024; Belmahi et al., 2023; Amiri et al., 2021). Bread and semolina-based
preparations structure daily meals, while barley plays a key role in livestock feeding, especially in
pastoral and agropastoral systems.

This importance is, however, confronted with significant constraints on the supply side. Wheat and
barley production is predominantly rainfed and therefore highly sensitive to recurrent droughts.
Recent marketing years have been marked by production drops of more than 40% below the long-
term average, forcing Morocco to rely heavily on imports to cover domestic needs (USDA, 20243,
2025a; FAO, 2025). In this context, public policies on price support, national flour subsidies and
storage premiums play a crucial role in maintaining access to bread and stabilising markets, at
the cost of strong budgetary dependence.

The wheat—barley value chain reflects this tension between strategic importance and structural
vulnerabilities. It relies on a relatively well-developed industrial milling sector and formal storage
infrastructure, yet records substantial losses at several nodes, notably on-farm, during traditional
storage and at the consumption stage (Bartali et al., 2022; Boughlala, 2024; ESCWA, 2021).
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Against a backdrop of repeated droughts and geopolitical tensions affecting global cereal markets,
this section aims at describing and analysing in an empirical and well-documented way the
demand, supply and organisation of the wheat—barley value chain in Morocco, combining national
statistics, recent scientific literature and international reports.

Like Egypt, Morocco is a cereal-dependent country in which wheat and barley play a central role
in dietary patterns and food security. The national food system remains strongly cereal-based. A
detailed analysis of the wheat sector shows that in 2014, wheat consumption reached about 171
kg per person per year, accounting for roughly 73% of all grains and processed cereal products
consumed and more than 62% of total household expenditure on cereals (Harbouze, Elame, &
Lahrech, 2024). More recent studies estimate average wheat consumption at around 255 kg per
capita per year, nearly four times the world average, placing Morocco among the countries with
the highest cereal consumption per head worldwide (Belmahi et al., 2023; Bishaw et al., 2019;
Amiri et al., 2021).

This prominence of wheat is closely linked to daily eating habits. Bread made from soft wheat flour
is consumed with almost every meal, while durum wheat is used for couscous, pasta and various
semolina-based dishes. Barley has a more ambivalent role: in some rural and crisis situations it is
part of human diets, but it is primarily used as feed grain for livestock, especially small ruminants
in pastoral and agropastoral areas (Bishaw et al., 2019; Boukid, 2025).

Several structural drivers sustain this high level of cereal demand:

o Demographic growth and urbanisation. Morocco’s population is currently close to 38
million inhabitants, with rapid urbanisation and the emergence of a large urban middle
class (World Bank, 2024). This has increased the consumption of industrial bread, pasta
and processed cereal products, without significantly reducing the consumption of
traditional bread (Amiri et al., 2021).

e Cultural preferences and the buffering role of bread. Household budget surveys and
food-security assessments in North Africa consistently show that cereals are among the
main contributors to daily energy intake and that Morocco ranks among the top countries
worldwide for per capita cereal consumption (Belmahi et al., 2023; Amiri et al., 2021). Field
interviews conducted by the UIZ team within the STAPLES project in major cereal-growing
regions (Chaouia, Gharb, Tadla, Souss-Massa) confirm that, when purchasing power
declines, households typically reduce their consumption of meat, dairy products and fruits
and vegetables first, while maintaining bread consumption as long as possible. Bread
therefore acts as a household-level safety net in terms of food security.

o Price and subsidy policies. Effective demand for soft wheat is strongly shaped by public
intervention. Through the National Inter-Professional Office for Cereals and Pulses
(ONICL) and the Compensation Fund, the government maintains administered prices and
subsidy schemes for “national soft wheat flour” to stabilise the retail price of bread for low-
income households (USDA, 2025c). Import tariffs on wheat are frequently adjusted
(reduced or suspended) in response to domestic harvest outcomes and world price levels,
and importers can receive compensatory payments to keep bread wheat prices within a
targeted range. In March 2025, Morocco decided to extend its soft-wheat import subsidy
programme until 31 December 2025 to ensure sufficient supplies after another drought-
affected season (Reuters, 2025b).

¢ Climatic shocks and trade-offs between food and feed. Recurrent drought episodes
have sharply reduced cereal yields and total output. In the 2023/24 season, production of
soft wheat, durum wheat and barley fell to about 3.1 million tonnes, a decline of
roughly 43% compared with the previous campaign (Reuters, 2025c). In this context,
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demand for feed barley increases when natural pastures deteriorate, even as total cereal
availability shrinks. For marketing year 2025/26, projections indicate that total barley
consumption will drop to around 1.6 million tonnes, down from 2.2 million tonnes in the
previous year, mainly because the national cattle and sheep herd has contracted by
about 38% over the last nine years (USDA, 2025c; World-Grain, 2025; The Cattle Site,
2025)

Qualitative evidence gathered during the fieldwork confirms the social sensitivity of wheat
demand. Many bakers report that even modest increases in the price of standard bread
immediately lead households to reduce the number of loaves purchased, change loaf size or shift
to lower-quality bread. These observations are consistent with macro-level analyses suggesting
that wheat demand in Morocco is price-inelastic in the short run, yet highly exposed to climatic
shocks, volatility in international markets and changes in subsidy policies (Belmahi et al., 2023;
Harbouze et al., 2024).

Overall, cereal demand in Morocco is characterised by:

e very high per-capita wheat consumption,
e adietary structure strongly skewed towards cereals, and

e aheavy reliance on public price-support mechanisms to keep basic wheat products
affordable.

This configuration explains why policy decisions regarding wheat and subsidised flour have
immediate, far-reaching and often politically sensitive impacts on household welfare and social
stability (Harbouze et al., 2024; Tanchum, 2021).

Morocco’s cereal production is predominantly rainfed and highly exposed to rainfall variability.
Wheat (common and durum) and barley account for most cereal areas but yields fluctuate
significantly from one season to another (USDA, 2024c, 2024d).

PSD data for Morocco indicate that wheat production is highly variable, largely depending on
weather conditions. In recent years, production has declined due to severe droughts (USDA,
2024c). Barley production has followed a similar pattern. For both crops, the 2021/22 season was
exceptional due to unusually high rainfall; however, production declined sharply in the years that
followed.

Table 5 and Table 6 summarise recent trends in wheat and barley production, imports and total
supply, based on USDA PSD statistics in MY from 2020/21 to 2025/26. For both products, the
import dependency ratio (imports/consumption) was also calculated, showing that domestic
consumption is highly reliant on imports to be met.
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Table 5 - Morocco — Wheat: production, imports and total supply, MY 2022/23-2024/25

2,6 5,4 0,1 10,3 1,2 53%
7,5 4,1 0,1 10,5 2,3 39%
2,7 6,2 0,1 10,0 1,1 62%
4,2 6,0 0,1 9,7 1,5 62%
2,5 6,3 0,1 9,4 0,7 67%
3,5 6,7 0,1 9,6 1,2 70%

Table 6 - Morocco — Barley: production, imports and total supply, MY 2022/23-2024/25

0,10 0,65 0,46 1,17 0,03 39%
0,03 2,78 0,92 3,12 0,61 29%
0,61 0,70 0,35 1,59 0,07 22%
0,07 1,35 1,53 2,31 0,60 67%
0,60 0,66 0,87 2,00 0,13 43%
0,13 0,95 0,90 1,80 0,18 50%

Source: PSD online

FAQO’s Global Information and Early Warning System (GIEWS) similarly reports that total cereal
production in 2024 is about 3.3—4.0 million tonnes, more than 40% below the long-term average,
illustrating the structural vulnerability of domestic supply (FAO, 2025).

Given this volatility, Morocco is structurally dependent on cereal imports. Figure 8 below illustrates
the main origin of imports of wheat (first 6 origins in volume as average period 2018 -2024).
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Figure 8 - Main origins of imports
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Source: Own elaboration on UNCOMTRADE data.

The EU-27, and particularly France, remains a key supplier, with Bulgaria and Romania also
representing a new more significant origins for imports in the last 2 years (respectively covering
4% of imports each one in 2024) with Canada and Germany also play a significant role in
Morocco’s wheat supply. The figure also shows a clear disruption in trade patterns in 2022, when
imports from Russia dropped to zero, likely due to the war. During this gap, Argentina emerged
as a substitute origin, with a noticeable rise in imports. However, in subsequent years, imports
from Russia surged again, and Argentina correspondingly disappeared as an origin, suggesting it
mainly served as a temporary replacement during the disruption.

For barley, imports rose sharply in MY 2023/24 and 2024/25, with volumes above 1.4—1.5 million
tonnes, mainly sourced from EU member states (Germany, Romania, Bulgaria, France) (USDA,
2024c, 2025c).

The wheat value chain in Morocco stretches from rainfed and irrigated production areas to the
consumption of bread and processed products in rural and urban markets. It involves a wide range
of actors — farmers, cooperatives, collectors, traders, importers, storage operators, industrial and
artisanal millers, bakers, retailers — embedded in an institutional framework where the National
Interprofessional Office for Cereals and Pulses (ONICL) plays a central regulatory role (Bartali et
al., 2022; Harbouze et al., 2024).

Harbouze et al. (2024) show that industrial milling is a key node in this chain: the milling sector
generates about 20 billion MAD in annual turnover and employs around 10,000 workers, with 161
industrial milling units, including 137 mills processing soft wheat, 60 semolina mills for durum
wheat, and 19 barley mills, according to FNM (2017, cited in Harbouze et al., 2024).

The value chain is marked by a dual dependence:

e on domestic production, which is highly variable due to rainfall;
e and onimports, which feed directly into port silos and milling facilities, particularly in
drought years (USDA, 2024c, 2025c).
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Building on the mapping proposed by Bartali et al. (2022), complemented by fieldwork conducted,
the main segments and actors of the wheat value chain can be summarised as follows (Bartali et
al., 2022; Bishaw et al., 2019; ESCWA, 2021; Harbouze et al., 2024).

Table 7 - Wheat value chain segments and main actors

Production
and inputs

Technical
support

Local
collection

Imports

Storage and

logistics

Industrial
milling

Artisanal
milling

Bakeries and
processing

Distribution
and

Small and medium-scale farmers,
large estates; national agricultural
research system; public and private
seed companies

Office National du Conseil

Agricole  (ONCA),  agricultural
chambers, local cooperatives

Private  collectors, cooperatives,
National Union of Moroccan
Agricultural Cooperatives (UNCAM)

Private  importers, international
traders; ONICL (for subsidised barley
imports and wheat)

Port silos, inland private silos and
warehouses; logistics companies
(road, sometimes rail)

Industrial mills (FNM members),
semolina mills, barley mills

Traditional mills

Traditional bakeries, industrial
bakeries, pastry shops, couscous
and pasta manufacturers

Small
shops,

retailers, neighbourhood
wholesale markets,
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Produce soft and durum wheat and barley; adopt
improved varieties and technology packages;
carry out primary cleaning, drying and on-farm
storage (Bishaw et al., 2019).

Provide extension and advisory services;
disseminate good practices on cropping systems,
fertilisation and pest management.

Purchase from farmers; aggregate volumes;
conduct first sorting and storage; decide whether
to sell to nearby mills, other traders or keep in
reserve (Bartali et al., 2022).

Negotiate, charter and import common wheat and
barley from the Black Sea region, EU, Canada and
others; respond to price signals and subsidy and
storage incentives (USDA, 2025c).

Unload, store and handle bulk grain; manage
inland transport to mills; maintain quality
(moisture, impurities, infestation) (ESCWA, 2021).

Transform wheat into subsidised and free-market
flour, semolina and by-products (bran); supply
bakers, supermarkets and food industries
(Harbouze et al., 2024; Zoubi et al., 2024).

In 2019, there were 154 industrial mills, 128
specialized in soft wheat, 16 in durum wheat and
10 in barley. Most of them (85) are in the areas of
Fes-Meknes (36) and Casablanca-Settata (49)
(https://www.fellah-trade.com/fr/infos-
agricolesf/filiere-vegetale/chiffres-cles-
cerealiculture)

Provide custom milling services for households,
especially in rural areas; rely on traditional storage
and home conservation (Boughlala, 2024).

Produce standard bread and specialities,
couscous, pasta, biscuits and other wheat-based
foods for the domestic market.

Distribute cereal products; households arbitrate
between quality, price and quantity; significant
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consumption | supermarkets, households food waste at consumption stage (Bartali et al.,
2022; Belfakira et al., 2024).

Regulation ONICL, National Office of Food | Regulate markets (reference prices, subsidies,
and Safety (ONSSA), Ministry of | storage premiums), control quality and safety,
governance | Agriculture, Ministry of Finance, | manage imports, collect data, and coordinate
National Federation of Milling (FNM), | inter-professional initiatives.
National Federation of Cereal and
Legume Traders (FNCL)

Coordination among these actors relies both on formal administrative rules (ONICL circulars,
ONSSA specifications) and on long-term commercial relationships (repeated supply contracts
between importers, mills and large bakeries).

Although Morocco's total cereal storage capacity is estimated at approximately 5 million tons, a
significant portion consists of outdated warehouses rather than modern silos. Around 65% of the
capacity relies on traditional storage, which is less efficient for long-term reserves. Moreover,
storage infrastructure is concentrated in central and northern regions, leaving some areas
underserved. Insufficient investment in new silos limits the ability to expand national strategic
reserves (Iraqi, 2022).

Recent research has quantified food losses and waste at each node of the wheat value chain.
Bartali et al. (2022) estimate that Morocco loses or wastes about 4 million tonnes of wheat per
year, corresponding to roughly 36% of total wheat supply and valued at around 1 billion USD.

Losses are unevenly distributed across nodes (Bartali et al., 2022):

Table 8 - Approximate share of each node in total wheat losses

On-farm production and management =17.4
Storage (on-farm + warehouses) =71
Processing (milling, baking, industry) =34
Distribution = 2-3
Consumption =7.9
Total wheat losses =~ 36

Source: Bartali et al., 2022, estimates for Morocco.

Other studies report soft wheat losses of 10-15% in traditional storage systems, which has

prompted the Ministry of Agriculture to promote improved storage practices and infrastructure
(Boughlala, 2024; ESCWA, 2021).

These findings are consistent with qualitative evidence collected by the UIZ team within the
STAPLES project:
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e inrural areas, losses are often linked to the use of jute bags, poorly ventilated rooms and
insufficient pest control;

e in urban areas, bakers and retailers report daily returns of unsold bread, especially during
religious holidays and Ramadan, which contributes significantly to downstream waste.

The purchasing price of soft wheat paid by millers in Morocco is no longer administratively fixed
but follows an indicative reference price proposed each agricultural campaign by the Ministry of
Agriculture, Maritime Fisheries, Rural Development, and Water and Forests (MAPMDREF) in
accordance with ONICL and the “Fédération Interprofessionnelle des Activités Céréaliéres (FIAC)”
(Loi n° 12-94 relative a l'office national interprofessionnel des céreales). This reference price
generally drifts around 280-300 dirhams per quintal and serves as a benchmark for commercial
transactions between farmers, cooperatives, and milling companies (Medias24, 2021;
L’Economiste, 2021). It reflects import parity costs, domestic production expenses, and the policy
objective of maintaining a stable retail bread price of 1.20 MAD per loaf (Direction du Budget
marocaine,2023). However, the actual price millers pay is determined by market negotiation and
may vary with quality, transport costs, and regional supply conditions.

Since the liberalization of the cereal market in 1996, following the reforms introduced in the late
1980s, ONICL has ceased all direct cereal purchasing activities. Its role, defined by Loi n°® 12-94
relative a I'Office National Interprofessionnel des Céréales et Légumineuses, is regulatory and
supervisory, it “veille a la régulation du marché des céréales et légumineuses sans exercer
d’activité commerciale directe” (Article 2-3). Consequently, farmers are not obliged to sell their
wheat to ONICL or to the government. Instead, they may sell freely to private traders,
cooperatives, or industrial millers, who are responsible for supplying the domestic market (Cour
des Comptes, 2016; ONICL, 2008).

In practice, most farmers, especially medium and large producers, sell to private traders or milling
firms that offer competitive prices and quick payment. Yet, a significant share of smallholders
continues to market their cereals through ONICL-affiliated cooperatives (such as those under ”
Union Nationale des Coopératives Agricoles Marocaines, UNCAM), for three main reasons. First,
these cooperatives often apply ONICL’s indicative reference price, providing a fairer and more
predictable income when global or domestic prices fluctuate (ONICL, 2008). Second, they offer
guaranteed collection and transport services in surplus-producing regions, reducing farmers’
logistical burden. Third, participating in ONICL-supervised channels facilitates access to support
schemes such as the prime de stockage, quality certification, or credit facilities managed through
FIAC and cooperative networks (ONICL, 2020).
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After outlining the demand and supply dynamics and the structure of the wheat value chain in
Egypt and Morocco, this section introduces the theoretical framework underpinning strategic grain
reserves and discusses their role within the contemporary global food system. It reviews the main
economic and policy rationales for maintaining public grain stocks, including food security
objectives, price stabilization, and risk management in the face of market volatility, climatic shocks,
and geopolitical disruptions. It should be noted that the overall analytical framework is grounded
in the food security theoretical framework, with particular emphasis on the stability pillar of FAO’s
food security framework. Stability is the dimension that links the other three pillars of food
security—food availability, access, and utilization. Stability refers to the constancy and reliability
of these three dimensions over time, namely the consistency of food supplies and availability,
access to food, and its proper utilization (Committee on World Food Security, 2021).

This conceptual discussion provides the analytical foundation for the subsequent chapters
(Section 6.2 and Section 6.4), in which the actual status and performance of strategic wheat
reserves in Egypt and Morocco are examined in detail. By grounding the country-level assessment
in a clear theoretical framework, the analysis aims to evaluate the extent to which existing reserve
systems align with established principles and best practices, and how effectively they address
current and emerging food security challenges.

The global food security landscape has shifted significantly in recent years, bringing new centrality
to the issues of grains price volatility which is driven by a complex interplay of structural, economic,
political, and environmental factors, and result in severe consequences for food security and
economic stability worldwide. In this context, grain price volatility refers to the fluctuations in the
prices of major food grains since grain markets are considered inherently volatile due to shocks
and the low price elasticities of supply and demand. Wheat market price movements can be
categorized by their duration and underlying drivers. There are short term transitory shocks which
caused violent price swings (e.g. adverse weather events) or by temporary supply-chain
disruptions (e.g. Covid 19 pandemic), and sudden trade policy shifts such as export bans. In
addition, there are cyclical movements ("Supercycles") which involve medium- to long-term price
runs that can span several years or even decades. For instance, in case of wheat, prominent
cycles were observed in the 1970s, 1990s, and from the early 2000s to the present. (World Bank,
2025).

In addition, global hunger and food insecurity have increased after decades of steady
improvement (FAO et al. 2023). The causes of acute food insecurity are typically interlinked,
mutually reinforcing and the magnitude of their effects varies on the bases of the underlying
situation of the impacted population and of the structure of the food supply systems. Food
emergencies rarely stems from a single cause and they arise for a number of different reasons.
They may be triggered by natural disasters such as droughts or floods or arise from conflicts and
wars. In some contexts, they might arise on a regular basis for a variety of reasons, such as under-
investment in agriculture or because of significant year-to-year variability in domestic food
production, making it difficult to ensure adequate and stable national food supplies (Murphy,
2009). Yet the Global Report on Food Crises (GRFC) classifies the three primary global drivers of
acute food insecurity events as conflict/insecurity, weather extremes, and economic shocks
(GNAFC & FSIN, 2025):

1. Conflict. The number of state-based armed conflicts worldwide has increased significantly
over the last decade. The world is experiencing the highest level of state-based conflicts
since World War Il (World Bank, 2025). Conflict/insecurity is a key drivers of acute food
insecurity. During conflict, people may lose income sources and assets and have
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difficulties in accessing food, as food systems and markets are disrupted, in turn pushing
up food prices. Beyond immediate destruction, conflict can severely damage agricultural
infrastructure—such as mills, irrigation systems, storage facilities, and machinery—while
landmines, explosive remnants of war, and improvised explosive devices often make
agricultural land unusable for many years. Conflict also disrupts business activity and
undermines the national economy, leaving populations dependent on humanitarian
assistance. However, as seen in recent conflicts in Gaza and Sudan, access to assistance
is increasingly constrained, for insecurity and physical or administrative barriers or
because parties to conflict deliberately block access to food as a weapon of war. In
addition, and in particular in situation with inequalities and fragile institutions, food
insecurity can become a trigger for violence and instability and sudden increases in food
prices tend to exacerbate political violence and conflict (GNAFC & FSIN, 2025).

2. Weather. Weather extremes—including droughts, floods, dry spells, storms, cyclones,
hurricanes, typhoons, and the delayed onset of rainy seasons—are maijor drivers of food
insecurity. They directly damage crops and livestock, cut off roads, and disrupt market
supplies. These adverse events are especially severe for smallholder farmers and
pastoralists who depend on agriculture and livestock for food access and often lack the
resilience to absorb and recover from shocks (GNAFC & FSIN, 2025). Climate change has
become a maijor driver reshaping global food security, with weather extremes growing in
both frequency and intensity. Climate change is already affecting agricultural production,
with attribution studies consistently identifying negative impacts on crop yields. Evidence
shows that heat waves and droughts have caused substantial yield losses worldwide.
Climate change also interacts with conflict dynamics, indirectly deepening food insecurity
alongside its direct effects on agriculture and can exacerbate existing tensions, especially
in fragile socio-political contexts (World Bank, 2025)

3. Economic shocks. Economic disruptions and shocks are major drivers of acute food
insecurity. Economic shocks affect food insecurity through multiple channels at both
national and household levels. Macroeconomic downturns—such as GDP contractions—
or external factors — such Covid19 - can lead to rising unemployment and income losses.
These dynamics raise production costs and food prices and ultimately increase acute food
insecurity.

Although grain prices have declined since the 2008 price surge (Wright and Cafiero, 2011), price
volatility has remained pronounced, and the intensity of economic, climatic, and geopolitical
shocks has increased in the years since (World Bank, 2025). As a result, food security continues
to pose a persistent policy challenge. Policymakers have therefore shifted away from short-term
crisis responses toward strategies aimed at protecting consumers from market fluctuations at a
sustainable fiscal cost. In this context, the expansion of grain reserves has emerged as a central
element of international policy debates (Wright and Cafiero, 2011). Countries in the MENA region
are particularly exposed to these dynamics, as several factors exacerbate their vulnerability.
Above all, domestic cereal consumption is high, while production is insufficient to meet demand,
leading to a heavy dependence on imports. Moreover, domestic demand is relatively inelastic,
further increasing their exposure to external shocks. Wheat alone accounts for up to 35 percent
of the region’s caloric intake, and the MENA region collectively represents the world’s largest net
importer of cereals, with total imports reaching 58.1 million tonnes. This dependence is projected
to increase further, rising from 56 percent in 2000 to 63 percent by 2030, thereby heightening the
region’s exposure to volatile and elevated international prices (Wright and Cafiero, 2011).

At the same time, just as wheat plays a central role in MENA food systems, the region itself has
become a major actor in the global wheat market. Between 2008 and 2010, more than 29 percent
of global wheat exports were destined for MENA countries. Over recent decades, governments
across the region have significantly expanded grain storage capacity, and wheat stocks have
grown in parallel with population growth and rising demand. Precautionary stockholding policies
have also increased the regional stock-to-use ratio, concentrating a growing share of global
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reserves within MENA. From negligible levels in 1970, the region came to hold more than 13
percent of global wheat stocks between 2008 and 2010—equivalent to 15 percent of global wheat
trade and 52 percent of MENA’s own imports.

As a consequence, policy decisions taken within the region regarding strategic wheat reserves
now exert increasing influence on global markets. With domestic production constrained by limited
land and water resources and substantial population growth projected, MENA’s importance in
global wheat markets—and the implications of its reserve management strategies—is expected
to grow further (Larson et al., 2013).

The concept of maintaining grain reserves is as old as civilization itself. Because land cannot be
moved, harvests remain unpredictable, and consumption is neither elastic nor optional, societies
have long sought ways to manage food supply risks (Murphy, 2009). Public granary systems
aimed at moderating seasonal production fluctuations and providing relief during famine have
existed since ancient times, including in the Roman Empire and under dynastic China. These
traditional approaches have generally been effective in reducing the food insecurity (Wright, 2009).
In recent decades, however, progress in managing food security risks has slowed, as uncertainty
surrounding food prices and volatility has increased, driven, as said, by more frequent and severe
climate-related shocks, growing conflicts and geopolitical tensions, particularly during periods of
tight global inventories (World Bank, 2025). Grain production remains highly sensitive to weather
conditions, pests, diseases, and volatile input prices, while demand is influenced by changes in
consumer incomes and preferences, policy interventions, and cross-market linkages, including
demand for livestock feed and for biofuel.

Because grains are essential foods and production responds slowly due to the lag between
planting and harvest, demand exhibits low price elasticity. Traders and processors help stabilize
prices by buying when prices are low and selling when they are high, thereby linking prices across
periods. However, private storage alone cannot eliminate all price spikes, as severe or
consecutive adverse shocks can drive stocks unexpectedly low (World Bank, 2025). Therefore,
reliance solely on private storage exposes governments to intense pressure during food
emergencies: when price spikes occur, only those with sufficient economic resources can afford
staple foods, making exclusive dependence on market mechanisms inadequate (Wright, 2009).
Since food is non-optional and supply uncertain—and because markets only respond to
consumers with purchasing power—market forces alone cannot guarantee universal access to a
minimum level of safe, nutritious and culturally appropriate food (Murphy, 2009).

In light of the current context described above, Strategic Grain Reserves (SGRs) are one of the
tools which governments can implement for the purposed of managing food security crisis and
increase their preparedness and response to emergencies. According to the World Bank, SGRs
are defined primarily as publicly owned inventories of food grains held by governments or
other public agencies. In addition, Public—Private Partnerships (PPPs) in the context of SGRs
are increasingly viewed as a mechanism to unlock private-sector efficiency, investment, and
innovation, while maintaining the government’s essential role in ensuring food security. According
to the World Bank, these hybrid arrangements allow governments to engage the private sector
and share operational risks—such as maintenance and logistics—through service-level
agreements (World Bank, 2019; 2025). They are maintained in anticipation of episodes of acute
food insecurity caused by trade and supply-chain disruptions. SGRs need to perform tasks that
the private sector will not take on, like supporting the availability of food during emergencies (World
Bank, 2025).

While the objectives of strategic reserves can be broad, they are generally maintained for two
distinct—though often interrelated—purposes: as buffer stocks to help stabilize prices, and as
emergency reserves to respond to unplanned market shocks. These two functions of Strategic
Grain Reserves are described below:
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o SGRs as buffer stocks for price stabilization. When used as buffer stocks, Strategic
Grain Reserves (SGRs) aim to mitigate short-term price volatility arising from temporary
trade disruptions or supply-chain shocks. This function is typically performed by releasing
public stocks into regular marketing channels during periods of rising prices and
replenishing them when prices are low (World Bank, 2025). By buying during price troughs
and selling during price peaks, buffer stocks can help smooth excessive price fluctuations
and reduce the likelihood of destabilizing price spikes (Murphy, 2009).

o SGRs as emergency food reserves. Strategic Grain Reserves can serve as emergency
food reserves, designed to ensure the rapid availability of grain during acute supply
disruptions. Such reserves may be established at national, regional, or global levels, each
with distinct policy trade-offs. Their primary objective is to reinforce food security safety
nets by expanding available supply during crises in markets characterized by volatile
international prices and inelastic domestic demand (Murphy, 2009). Emergency reserves
are particularly important in countries that are highly dependent on grain imports and where
wheat constitutes a large share of dietary intake—conditions that characterize much of the
MENA region. When supplies fall short, these reserves offer a readily available supply of
wheat that can be deployed immediately in such emergency situations and can serve as a
short-term bridge while governments evaluate longer-term solutions (World Bank, 2012;
Murphy, 2009). These reserves are typically activated under clearly defined conditions
signaling severe market stress, such as sharp supply shortfalls or sudden price increases
that significantly expand the number of food-insecure households (World Bank, 2025). In
details, governments typically rely on two main types of intervention: (i) public in-kind food
distribution programs supported by public distribution stocks as part of broader social
safety nets, and (ii) emergency food stocks held specifically for rapid deployment during
acute crises.

In addition, grain markets also rely on privately held operational (or working) stocks throughout
the supply chain. These stocks are essential for the normal functioning of logistics, processing,
and distribution and represent an irreducible minimum level of grain held in the system. Although
stock data are imprecise, minimum working stocks are estimated to be close to 20 percent of total
use (Wright, 2009). While operational stocks are not the focus of this analysis, they contribute to
the overall stock-to-use ratio and play a critical role in reducing bottlenecks and supply risks.

Historically, many public storage interventions have focused primarily on price stabilization rather
than on direct emergency response. However, grain reserves designed to influence market prices
face inherent limitations in effectively reaching the most vulnerable populations. Policies aimed at
lowering prices through market interventions tend to be fiscally costly and poorly targeted, as they
benefit all consumers rather than those most in need. Where feasible, direct assistance to food-
insecure households is generally more effective than attempting to stabilize prices by releasing
additional grain into general markets (Wright, 2009). Consistent with this assessment, the World
Bank observes that buffer-stock—based price stabilization programs, once widely used, have had
limited success results (World Bank, 2025).

Alternative instruments, such as cash transfers, may offer a less costly means of protecting
vulnerable consumers from domestic price shocks (Larson et al., 2011). However, unlike physical
grain reserves, these mechanisms do not address the risk of physical supply shortages,
particularly during severe trade disruptions (World Bank, 2012). Moreover, releasing public stocks
can weaken incentives for private storage by depressing prices. This effect can be mitigated if
public reserves are managed transparently and released only once private stocks have been
largely exhausted (Wright, 2009).

A further challenge arises from the tendency to assign multiple objectives to a single reserve
system. Grain stocks may be intended to stabilize prices, provide emergency food supplies when
commercial markets fail, support underdeveloped domestic or regional markets, or compensate
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for limited foreign-exchange capacity during poor harvest years. While these objectives are
individually legitimate, attempting to pursue several of them simultaneously with one policy
instrument often results in inefficiencies and policy failure (Murphy, 2009) As the World Bank
notes, the broader the mandate of a grain reserve, the greater its fiscal burden and the higher the
likelihood of conflicting objectives—particularly when stocks are used to support producer prices
while simultaneously lowering consumer prices through release policies. Such “buy high, sell low”
strategies, though politically attractive, are costly, risk entrenching subsidy dependence, distort
market signals, and may ultimately undermine food security (World Bank, 2025).

For these reasons, national grain reserves should be clearly sized and managed in line with well-
defined food security objectives rather than as instruments to broadly manipulate market behavior.
While emergency response typically commands strong political support, the role of reserves in
price stabilization remains more contentious. In practice, however, the two functions are
interrelated: a reserve’s effectiveness in responding to emergencies is enhanced when markets
are relatively stable, and a resilient economy—supported by reduced price volatility—strengthens
a country’s capacity to absorb shocks (Murphy, 2009). Complementary policies beyond public
stockholding, including market development and targeted social protection measures, may
therefore be more effective in reducing volatility and improving access to food (Wright, 2009).

When it comes to defining the optimal size of SGRs for emergency purposes, there is no
predetermined standard. Generally private storage actors act with the logic of maximizing their
profits, therefore they hold positive stocks only if they expect returns to cover costs. Profit —
maximizing storage units are competitive when the current price of a unit stored must rise at a rate
that covers the cost of storage and the interest charge on the value of the unit stored. (Wright and
Cafiero, 2010). Also estimating the stock levels needed to provide in-kind food assistance is
relatively straightforward since it mainly consists of collecting requires data on the targeted
population and their per capita consumption (World Bank 2025).

However, when referring to SGRs held for emergency purposes, the definition of the optimal size
is a challenge that involves a compromise between food security and the cost of storage for the
public budget. A commonly cited benchmark is to hold emergency stocks equivalent to three to
six months of national consumption, balancing fiscal cost with resilience and evidence from the
World Bank’s Grain Chain report shows that countries with adequate storage faced fewer
disruptions during the 2007-2008 and 2010-2011 food crises (World Bank, 2012). However,
higher stocks demand greater investment in storage infrastructure, including modern silos with
aeration and fumigation systems, as well as operational costs for rotation to prevent spoilage.
These financial burdens must be balanced against other priorities, making inventory optimization
a political as well as a technical decision.

Specifically, to determine optimal levels of strategic wheat reserves, a country must first consider
its degree of import dependency by examining current and projected wheat consumption and
domestic production (World Bank, 2025), keeping in mind that consumption patterns during food
shortages can be lower than normal (Murphy 2009). Also, they need to be aware of the type of
disruptions they might face and that the volume held must cover the lead-time required for
government action (Murphy, 2009). Sound planning is necessary to determine future import
requirements well in advance. This challenge is particularly acute for Arab countries that combine
heavy import dependence with variable rainfed domestic production. In such contexts, uncertainty
about local harvests can translate into poorly timed tenders and inefficient use of storage capacity.

Reliable forecasts of consumption and stock levels are therefore essential for effective long-term
tendering (World Bank, 2012; 2025). Investments in digital tools—such as real-time vessel
tracking, early warning systems for production shortfalls in exporting countries, and advanced
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demand forecasting models—can substitute for some of the physical buffer requirements, lowering
overall costs. (Chopra and Meindl, 2016).

While logistics are not the primary focus of this deliverable, they constitute a critical enabling
condition for the functioning of any reserve system and directly affect its cost and efficacy.
Governments face a range of operational decisions that extend beyond reserve volumes. These
include logistics costs and transit times, port efficiency, vessel loading and unloading capacity,
and the geographic location of storage facilities. Holding large reserves also requires careful
planning of rotation schedules, technological solutions for aeration and fumigation, and inventory
management systems to minimize spoilage and quantitative losses. On the logistic side, a key
policy dilemma concerns the spatial configuration of reserves. Centralized storage in a limited
number of large silos can minimize unit storage costs and facilitate monitoring, but it increases the
risk of inland distribution bottlenecks during emergencies. Conversely, decentralized reserves
located closer to major consumption centers, milling facilities, or transport hubs improve
responsiveness and speed of deployment, but typically require higher aggregate capacity and
operating costs. The optimal configuration reflects a trade-off between efficiency and resilience.

An additional dimension of reserve design concerns the geographic diversification of supply
sources, which directly influences resilience to external shocks. Recent disruptions—including the
COVID-19 pandemic and the war in Ukraine—have highlighted the risks associated with
overreliance on a narrow set of suppliers or transport corridors. Best practice increasingly
emphasizes diversifying wheat origins across multiple regions (e.g., the Black Sea, North America,
Latin America, Australia), expanding the pool of prequalified exporters, and avoiding
unnecessarily restrictive eligibility criteria (World Bank, 2022).

This section presents the theoretical foundations guiding SGRs design, with particular attention to
the respective roles of public and private stocks. This section is largely based on the work of Wright
and Cafiero, two authors which extensively discussed in the topic of public storage of grains in
their studies.

The ability to store grains means that price reactions to supply changes depend on how much
grain is currently available. Both theoretical studies and empirical evidence (e.g. wheat price
spikes in the 1970s and in 2007/08) shows that when world stock-to-use ratios are low that spikes
in grain price occurred (Wright, 2009). Major grains—wheat, rice, and maize—are largely
interchangeable in the global calorie market and when overall supplies are abundant, a small drop
in output leads only to a moderate price increase because countries can draw on stocks. However,
when stocks decline to a minimum feasible level, price becomes much more sensitive to small
shocks. For instance, when starting stock levels are high, a harvest shortfall can be handled by
drawing down stocks to prevent prices from rising significantly. However, when starting inventories
are low, the same harvest shortfall may result in a much greater price increase (World Bank,
2012).

In an open market, high prices can force poor households to spend most of their income on food
and cut consumption at great personal cost, while wealthier consumers reduce their consumption
very little. In terms of policy options, generally, maintaining grain reserves is more effective and
far cheaper than pursuing full grain self-sufficiency. Likewise, investing in farmland abroad is
unlikely to resolve the problem of disruption of access to imports during emergencies (Wright and
Cafiero, 2011).

Figure 9 illustrates how market prices respond to supply shocks under different stockholding
conditions.
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The annual harvest in year t (h,) fluctuates because it reflects weather and other sources of
production variability. Total available supply, A, consists of the current harvest plus stocks carried
over from previous years (X;-1). Consumption in year t is simply the difference between total supply
and the amount carried forward as stocks for the next period (x.). Because grain stocks cannot be
negative, x, = 0.

Total demand combines two components: current consumption demand (c,) and the demand for
stocks (x,) to be held for future use. Consumption responds to price along the downward-sloping
market demand curve P(c.). Given available supply, storage units decide how much to carry
forward by following a “buy low, sell high” logic: when prices are low, they accumulate stocks;
when prices rise, they release them. If prices are sufficiently high, stocks are reduced to zero.

When stocks are exhausted, and prices rise, staple-grain consumers—particularly poor
households—are often forced to sacrifice other essential expenditures (such as health care or
education) to maintain their grain consumption. As a result, the consumption demand curve in this
region is very steep and highly price-inelastic.

In the figure, the vertical axis measures the market price (P;) and the horizontal axis measures
available supply (A:). Two demand relationships are shown:

1. Consumption demand when stocks are absent (steep red curve): With inventories
depleted, there is no buffer to smooth consumption. Demand therefore becomes steep:
even small supply reductions lead to large price increases. The dotted part of the curve
emphasizes how sensitive prices become when availability is extremely low.

2. Market demand when stocks are available (flatter blue curve): When inventories exist, the
market can offset temporary shortages by drawing down stocks. This buffer makes the
demand curve flatter and reduces price volatility. A supply shock of a given size therefore
results in a much smaller price increase than in the no-stock case.
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The figure highlights that equivalent supply shocks can have dramatically different price effects
depending on stock levels. On the red (no-stock) curve, a small shift in supply leads to a large
upward jump in price. On the blue (with-stocks) curve, the same shock produces only a modest
price rise.

The theoretical framework discussed above highlights how grain stocks—both public and
private—buffer markets against supply shock and protect vulnerable consumers, particularly when
demand is inelastic and starting inventories are low (Wright and Cafiero, 2011; World Bank, 2012).
These insights are especially relevant for the MENA region, where most countries are heavily
dependent on wheat imports and face high exposure to global price fluctuations. In such import-
dependent contexts, the role of public grain reserves becomes central: they are not only a
mechanism to stabilize markets but also a strategic tool to ensure the continuous availability of
staple foods under conditions of supply uncertainty. This section applies this theoretical
perspective to MENA countries, illustrating how stockholding practices and policy priorities—
shaped by import dependency, climate constraints, and subsidy programs—determine the
structure and function of national grain reserves in the region.

In MENA countries, agricultural expansion is limited by the region’s hot, dry climate, making large-
scale domestic production costly. In Egypt, for example, irrigation is possible but is typically
allocated to high-value or export-oriented crops, constraining its contribution to staple grain
production (Wright and Cafiero, 2011). Given their heavy reliance on imports to meet cereal
demand, most governments in the region face significant risks from market volatility and
fluctuations in international prices. In addition, their dependence on external supplies is expected
to grow, making it imperative for policymakers to adopt strategies that enhance the resilience of
national food systems against global market dynamics, which are largely beyond their control but
can have severe impacts on livelihoods. Consequently, governments in the region have
recognized their responsibility to ensure adequate domestic supplies of staple foods and have
relied on public grain stocks to fulfill this role (Wright and Cafiero, 2011).

In MENA countries, grain storage is predominantly publicly controlled, while private storage is
generally limited. This is largely due to high reliance on imported wheat and the widespread
implementation of subsidy programs, which, while protecting consumers, further increase import
dependence. Together, these factors make national food reserves a critical component of prudent
food security and national security policies. The primary objective of these reserves is to guarantee
that subsidy programs are maintained and that food security goals are met, rather than to stabilize
prices. Even in countries without substantial public grain reserves, such as Morocco, public
policies exist to leverage private stocks for public objectives. A notable example is Morocco’s
premium storage system, which incentivizes private actors to maintain grain stocks that can be
mobilized to support national food security goals (see Section 6.5.1).

The ability of governments in the MENA region to respond to surges in food prices varies
considerably across the region. Nations with large fiscal deficits and high reliance on cereal
imports—such as Jordan, Lebanon, Yemen, Iraq, and Syria—are particularly vulnerable to
international wheat price shocks. In contrast, Gulf Cooperation Council countries, including
Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE, have considerable fiscal capacity,
which allows them to absorb rising import costs, often offset by higher energy export revenues.
Egypt and Morocco, however, face more constrained budgets. Although both countries produce a
relatively larger share of their cereal needs domestically, which helps buffer external price shocks,
their limited fiscal space restricts their ability to cope with prolonged increases in international
wheat prices (Larson et al., 2013).
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Among the most critical aspects linked to the national strategic reserves of MENA countries there
is the procurement strategy on international market, which is pivotal given the reliance of these
countries on imports to replenish their national stocks. In fact, a strategy for procurement based
on maintaining a cash reserve for purchasing food on world markets is generally viewed as less
reliable than holding physical stocks, even considering the costs of maintaining those stocks. This
is because, first, wheat prices could surge to levels that make procurement unaffordable despite
sufficient supply; and second, the required food may not be available on international markets
altogether, even if adequate financial resources are in place. (Murphy, 2009, Word Bank, 2012).

For an import-dependent country such as several MENA countries, including Egypt and Morocco,
the need for a well-designed public procurement strategy is amplified by two realities: (i) structural
reliance on maritime imports since long-haul imports from the Black Sea or North America are
characterized by high lead-time variability, which directly inflates the buffer requirement and (ii)
exposure to external shocks, as illustrated in previous Section 5.

In general, each country has its own approach to procurement but there are some trends and
guidelines generally developed by international organizations like World Bank and FAO. The most
known classification of the approaches to wheat procurement implemented in the Arab countries
is carried out by the World Bank (World Bank, 2012). The three wheat-import procurement
strategies identified are the following:

1) Predictable and regular tenders
2) Larger volumes and fewer tenders
3) Tenders “as needed”

Their respective advantages and limitations are summarised in Table 9 below.

Table 9 - Procurement Strategy Typologies for Wheat-Importing Countries

e Regular inflow of wheat o Less flexibility to take advantage of
e Price risk is spread across all lower wheat prices
tenders

e Allows some flexibility to postpone
tenders in case of extreme price
shock

Opportunity to save money by
issuing tenders during low prices
May benefit from economies of scale

Lower risk of over- or under-
estimated wheat import needs for
countries that produce rainfed wheat
Lower investment cost for planning
and infrastructure

Requires long term foresight
regarding wheat import needs

If stocks are low, may be forced to
issue tender during high prices
Infrastructure needs to be able to
handle larger throughput volumes
If domestic needs are correlated
with global shortages, countries
may be less protected from price
and supply shocks

Source: Adapted from World Bank (2012)

Governments typically rely on three main tendering strategies for wheat imports, each involving
different trade-offs between cost efficiency, flexibility, and risk exposure.

Under the first approach, predictable and regularly scheduled tenders provide a steady inflow
of wheat and distribute price risk across time, while also allowing some scope to delay tenders in
the event of an extreme price shock. However, this strategy offers relatively little flexibility to take
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advantage of temporary declines in global wheat prices, since purchases occur on a fixed
schedule.

The second approach, characterized by issuing larger tenders at less frequent intervals, allows
countries to reduce costs by buying when international prices are low and may yield additional
savings through economies of scale. Its main limitations are that it requires accurate long-term
forecasting of wheat import needs and, when domestic stocks are low, may force purchases during
periods of elevated prices; it also necessitates infrastructure capable of handling larger volumes
at once.

The third approach, in which tenders are issued only as needed, reduces the risk of misestimating
import requirements—particularly for countries dependent on rainfed production—and lowers
investment requirements for storage and logistical infrastructure. However, if domestic
consumption needs correlate strongly with global supply shortages, this approach may leave
countries more exposed to international price volatility and supply disruptions (World Bank, 2012).

For Arab countries with significant rainfed wheat production—such as Algeria, Morocco, Tunisia,
Iraq, and Syria—improving harvest forecasting is especially important, as uncertainty over
domestic output can result in poorly timed tenders and inefficient use of storage capacity (World
Bank, 2012). Countries like Jordan and Bahrain tend to rely on predictable procurement calendars,
issuing wheat tenders at regular intervals to minimize planning uncertainty. Others, such as
Morocco, opt for larger but fewer tenders to reduce costs per ton. These decisions are shaped by
the country’s ability to forecast demand, manage reserves, and absorb logistical shocks (World
Bank, 2012).

It should be noted that the analysis of the trade-off between the three approaches does not include
consideration on financial risk-management instruments. However, when governments
complement physical procurement with futures or options hedging, they can operate more flexibly
in the spot market, knowing that part of their exposure to price volatility is offset through financial
mechanisms (World Bank, 2012).

Beyond the volume and frequency of the tenders, designing an effective wheat procurement
strategy requires governments to make a series of interdependent decisions to determine when,
how much, and from whom to procure wheat, with public tenders functioning as the central
operational instrument through which these choices are implemented. In order to make these
decisions governments need to be able to monitor domestic and international wheat market
fundamentals, including prices, stock levels, production prospects, and trade flows. A structured
and continuous monitoring framework allows procurement agencies to time tenders strategically—
purchasing during harvest periods or global surplus conditions, when prices are typically lower,
and avoiding large acquisitions during tight market phases. Such timing decisions can
substantially reduce average import costs and improve the efficiency of SGRs operations. At the
same time, sound planning is required to estimate import needs well in advance, a task that is
particularly challenging for Arab countries where domestic production depends partly on rainfed
agriculture. In these contexts, uncertainty about harvest outcomes can translate into poorly timed
tenders and inefficient stock management unless supported by robust forecasting of consumption
and stock levels. (World Bank, 2012; 2025).

Empirical evidence from Arab countries shows that price is only one of several determinants
guiding the choice of wheat origin. Procurement outcomes are shaped by the type of wheat
required (e.g. durum versus soft wheat), relative price competitiveness across origins, quality
attributes such as protein content, and logistical considerations.

In terms of origin, although Arab countries collectively import wheat from a wide range of
suppliers, imports remain heavily concentrated in a limited number of corridors—particularly the
Black Sea region—reflecting trade-offs between cost efficiency and supply security (World Bank,
2012). These trade-offs mirror the classic sourcing dilemma identified by Chopra and Meindl
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(2016): concentrated sourcing can lower coordination costs and exploit economies of scale, but it
increases vulnerability to disruptions affecting a single supplier or transport corridor; diversified
sourcing improves resilience but typically entails higher administrative complexity and, in some
cases, higher costs. Through tender design—by defining eligibility criteria, lot sizes, and delivery
conditions—governments implicitly choose where to position themselves along this efficiency—
resilience spectrum.

Quality requirements embedded in tenders further shape procurement outcomes.
Governments typically specify standards for protein content, moisture levels, impurities, and other
quality parameters to ensure suitability for milling and consumption. In some cases, tenders also
restrict eligible origins, either explicitly or indirectly. While such specifications protect food quality
and downstream processing performance, overly restrictive requirements can reduce supplier
competition and raise procurement costs. Aligning national quality and phytosanitary requirements
with international standards—particularly those developed under the Codex Alimentarius—can
mitigate these trade-offs. Harmonized standards reduce inspection delays, lower transaction
costs, and improve predictability for suppliers, potentially leading to lower CFR prices through
faster vessel turnaround times. However, achieving such alignment requires investments in
laboratory infrastructure, inspector training, and certification systems. These institutional
investments transform quality requirements from negotiable claims into verifiable and enforceable
obligations, strengthening both market access and consumer protection (FAO, 2022).

In sum, wheat tenders are not merely purchasing mechanisms but strategic policy tools that
integrate decisions on timing, volume, sourcing diversification, quality standards, and risk
management. The effectiveness of procurement strategies therefore depends not on any single
design choice, but on the coherence with which these multiple dimensions are combined and
aligned with broader food security objectives.

Building on the discussion of procurement strategy and the multiple design choices embedded in
wheat tenders, Section 6.1 shifts the focus to an empirical analysis of tender practices across
MENA countries. After an overview of the tenders implemented in MENA countries a detailed
analysis of the tenders issued in Egypt and Morocco will be the focus of Sections 6.3 and 6.5,
respectively. By examining the frequency, scale, and distribution of tenders, these sections
illustrates how the strategic considerations outlined above—such as market monitoring, timing of
purchases, sourcing diversification, and quality specifications—are translated into operational
decisions. The tender data provide concrete evidence of how MENA governments use tenders as
a central policy instrument to manage import dependence, mitigate exposure to international price
volatility, and ensure the reliability of domestic wheat supplies.

Due to limited domestic production, most MENA countries rely heavily on wheat imports to
replenish grain stocks and meet domestic consumption needs. In many cases, imports account
for more than 50 percent of total wheat consumption. In volume terms, the region’s largest wheat
importers are Egypt, Algeria, Morocco, and Saudi Arabia, which together are projected to import
around 32 million tonnes of wheat in the 2024—25 marketing year (World Bank, 2025).

In this context, the use of international tenders to procure wheat and replenish SGRs is
widespread across MENA countries and more prevalent than in most other regions of the world.
Drawing on data from Agricensus/Fast Markets, the World Bank analyzed 3,859 wheat import
tenders conducted globally by 38 tendering agencies between September 2017 and January
2025, identifying key drivers of tender prices and procurement outcomes.

The results, summarized in Figure 10 show that wheat import tender activity is particularly
concentrated in the MENA region, with 57 percent of analysed tenders coming from this region.
Over the period considered, Egypt alone is estimated to have issued 632 wheat import tenders
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(based on normalized monthly observations), reflecting its large import requirements and active
stock management policy. Algeria and Tunisia follow with 565 and 472 tenders, respectively, while
Saudi Arabia conducted 367 tenders over the same period. This high frequency of tenders
underscores the central role of tender-based procurement as an operational tool for managing
import dependence and food security risks in the region.

Figure 10 - Number of wheat import tenders, 2017-25
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Source: Adapted from World Bank, 2025

The analysis of tenders issued by these countries, shown in Figure 11, also shows that during
2021- 23, the value of wheat imported by MENA countries averaged US$67 billion per year, with
about 25 percent of this volume bought through tenders. In addition, in 2023 alone, the MENA
governments spent US$23 billion on wheat purchases through tenders, which is twice the amount
spent by other governments and private sector companies elsewhere in the world.
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Figure 11 - Tenders in wheat procurement in the MENA region, 2021-23
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Table 10 summarizes the main procurement and supply-side characteristics of wheat import
tenders in six MENA countries—Algeria, Egypt, Iraq, Jordan, Saudi Arabia, and Tunisia—and links
these characteristics to their estimated effects on tender prices. The table - which reports average
tender volumes, delivery windows, urgency windows, and the number of tenders analyzed in each
country - is based on an econometric analysis of tender data and highlights how both demand-
side design choices and supply-side competition influence import costs.

Table 10 - Determinants of wheat price tenders in selected MENA countries

Variables Algeria | Egypt Irag Jordan | Saudi | Tunisia Results
Arabia

Average tender volume, ‘000 519 323 124 111 161 107 +100,000 tons decreases
tons the price by USS$8.67/ton
Delivery window (start-end), 36 H 42 15 45 20 +/-day and price increas-
days es by USS2.5/ton
Urgency window (bid close-de- a8 45 69 118 82 40 +/-day and price decreas-
livery start), days es by USS1.05/ton
Number of tenders analyzed 565 632 38 117 367 472 -
Supply-side scenario
Average volume of supply per 140 134 125 69 220 61 +10,000 tons decreases
company per country, 000 the price by USS2.45/ton
tons
MNumber of supplying compa- 6.4 5.2 1.2 17 46 37 +1 company per country/
nies per country, month month decreases the

price by US51.82/ton

Source: World Bank 2025

The main variables which impact on the price are the following:

Deliverable 2.2 - Public procurement and smallholders’ storage

Protein contents. The value of protein of the imported wheat is the primary price determinant.
Higher-protein wheat consistently commands a price premium, as illustrated by Canadian
wheat with 13.5 percent protein. In contrast, lower-protein varieties—such as Ukrainian wheat
at 11.5 percent—are priced considerably lower. An increase in protein content requirement by
1 percentage point raises the wheat price by an average of US$11 per tonne.
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o Volume of tenders. Average tender volumes vary substantially, ranging from over 500,000
tons in Algeria to just above 100,000 tonnes in Jordan and Tunisia. The results indicate that
larger tender volumes are associated with lower prices: an increase of 100,000 tons in tender
size reduces the price by approximately US$8.67 per tonne, reflecting economies of scale.
Delivery windows also differ across countries, with shorter windows (e.g., Jordan) and longer
ones (e.g., Saudi Arabia and Iraq).

o Delivery window. The specific time frame when a shipment is expected to arrive also impact
on the price. The estimates show that extending the delivery window by seven days increases
prices by about US$2.5 per tonne.

e Urgency window. The time between bid closing and delivery start reduces prices, with a
seven-day increase lowering prices by about US$1.05 per tonne. This suggests that suppliers
charge a premium for tighter delivery schedules. This windows changes across countries:
Jordan allows for 118 days to arrange delivery, while Egypt allows 45 days, showing the
opportunity to reduce tender costs.

o On the supply side, the average volume supplied per company and the number of
supplying companies per country per month vary markedly, with Saudi Arabia and Algeria
exhibiting higher supplier volumes and greater participation than countries such as Iraq and
Jordan. The results show that stronger competition is associated with lower prices: an
additional 10,000 tonne of average supply per company reduces prices by about US$2.45 per
ton, and each additional supplying company per month lowers prices by roughly US$1.82 per
ton (World Bank 2025).

Overall, this data illustrates that wheat tender prices in MENA countries are shaped not only by
global market conditions but also by national procurement strategies. Tender design choices—
such as volume, delivery timing, and urgency—along with the degree of supplier competition, play
a significant role in determining import costs.

This section illustrates how Egypt’s public procurement system for wheat has evolved in light of
recent shocks and institutional restructuring. Specifically, it analyzes the mechanisms through
which the state procures wheat, evaluates the performance of public tenders between 2022 and
2024, and assesses how sourcing patterns, pricing outcomes, and institutional responsibilities
have shifted during these years and in 2025.

As illustrated in Section 3, among the countries in MENA region, Egypt stands out for its
remarkable demographic weight, consumption levels, and reliance on cereal imports. Wheat, the
cornerstone of Egyptian dietary consumption, plays a crucial role not only in ensuring caloric intake
for the majority of the population but also in supporting national stability through the state-
subsidized bread program. Given this reliance, the process through which Egypt secures its wheat
supply via public procurement from global markets has far-reaching economic, social, and political
implications.

Egypt imports more than half of its total wheat requirements annually, a dependency driven by a
mismatch between rising consumption needs and limited local production capacity. This
dependency has historically been managed through a complex procurement system led by the
GASC, which regularly issues international tenders to secure wheat from a wide range of
suppliers. However, in recent years, the effectiveness and resilience of this system have come
under critical attention due to a series of domestic and global shocks.

The global food landscape has experienced significant shocks since the COVID-19 pandemic.
Supply chain disruptions, increasing freight costs, and inflationary pressures were followed by the
2022 war in Ukraine, which heavily impacted wheat exports from two of Egypt’s primary suppliers
Russia and Ukraine. These disruptions occurred simultaneously with currency depreciation and
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rising domestic inflation, which placed additional strain on Egypt's food subsidy system and
procurement financing (USDA, 2023; World Bank, 2022)

Egypt’'s procurement strategy has historically been shaped by a mix of public tenders, private
deals, and financial arrangements. But in recent years, a series of global disruptions from the
2008-2009 food crisis and the COVID-19 pandemic to the ongoing Russia—Ukraine conflict, have
exposed the vulnerabilities of this system. These events tested the country’s resilience, pressuring
both prices and supply chains, and highlighted the urgent need for a more agile and strategic
procurement framework that can withstand market volatility and external shocks.

In response, the Egyptian government has started to shift its procurement model. Over the past
three to four years, we’ve seen a growing emphasis on diversifying suppliers, experimenting with
alternative purchasing mechanisms, and securing longer-term deals. Institutional changes, such
as the rise of Mostakbal Misr (Future of Egypt) as a key procurement entity, reflect a broader
rethinking of how the state manages wheat sourcing in an increasingly unpredictable global
environment.

Given the financial burden of maintaining wheat subsidies and the volatility of global grain markets,
Egypt’s procurement performance carries direct implications for its fiscal sustainability and foreign
reserve management.

Public procurement of domestically produced wheat was discussed in Section 3.4. The present
section shifts the focus to public procurement of imported wheat, first outlining the main
institutional actors involved in import operations (Section 6.2.1) and then examining the
characteristics and outcomes of wheat import tenders issued between 2022 and 2024 (Section
6.3).

Public wheat procurement in Egypt involves a set of interconnected institutions that collectively
translate food security policy into operational practice. Policy direction and oversight are exercised
by the Ministry of Supply and Internal Trade (MoSIT), while the General Authority for Supply
Commodities (GASC) acts as the state importer and primary tendering authority for wheat imports.
Domestic wheat intake is managed through the Agricultural Bank of Egypt (ABE), which operates
the shona collection network, while port handling and storage are overseen by the General
Company for Silos and Storage (GCSS). Inland storage and logistics are coordinated by the
Egyptian Holding Company for Silos and Storage (EHCSS), and public milling and tolling
arrangements are carried out through the Food Industries Holding Company (FIHC).

Institutional responsibilities have evolved over time, with recent changes affecting procurement
practices. In late 2024, the Future of Egypt for Sustainable Development Agency (Mostakbal Misr)
was authorized under Law 182/2018 to purchase wheat on behalf of GASC, adding a new key
actor to the existing institutional framework.

The Ministry of Supply and Internal Trade (MoSIT) occupies a pivotal role within Egypt's wheat
procurement framework, outlining general policy, overseeing their execution at the domestic level,
and dealing with all the complexities of how wheat is purchased, stored, milled and distributed.
The ministry also plays a pivotal role in orchestrating the overarching strategy that ensures the
uninterrupted supply of wheat and subsidised bread. This centrality reflects the manner in which
wheat is framed within the national policy discourse: wheat policy is explicitly treated as a
government priority given its role in food security and social protection (McGill, 2015).

The scope of MoSIT's responsibilities includes not only the establishment of overarching
regulations but also the small details of the domestic harvest process. During the domestic
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procurement window, ministry representatives are physically present at shonas to oversee quality
checks and ensure rapid farmer payments. The payment protocol documented for these sites is
designed to accelerate cash flow and tighten accountability: when a MoSIT representative is in
attendance, payment is made immediately; when not, 90 percent is disbursed at delivery and the
remaining 10 percent within 48 hours. These arrangements, financed via GASC and coordinated
with the Agricultural Bank's shona network, position MoSIT as the operational hinge of public

procurement (McGill, 2015).

In terms of programmatic strategy, the recently published strategy of MoSIT (MoSIT, 2024)
focuses on six key priorities:

Full enforcement of the subsidized-bread regime nationwide.

An expanded ration-card basket to more than 100 items.

The modernization of consumer complexes and ration groceries.

The upgrade of 164 earthen shonas into modernized reception yards.

The reform of subsidiaries under the Food Industries Holding Company.
The allocation of developer lands for logistics zones and commercial chains.

The GASC is Egypt’s state trading enterprise for imported wheat, operating under the MoSIT.
Established by Presidential Decree No. 1189 of 1968 and subsequently re-affiliated to MoSIT in
2011, GASC’s mandate evolved from procurement during crisis of a wide basket of staples in the
1970s to a concentrated portfolio centred on wheat (with sugar, oil and tea) as market structures
liberalized (GASC, Official Website).

In operational terms, GASC is widely regarded as the world’s single largest public wheat importer:
while private traders dominate domestic procurement, the state remains pivotal on the import side,
with government direct purchases representing roughly 40 percent of total wheat transactions
when domestic and imported volumes are combined, as illustrated in Figure 12.

Figure 12 - Egypt: Government and private sector purchases of domestic and imported wheat, average 2011-2013

Government (thousand tonnes) 3.167 4.335 7.502
Private sector (thousand tonnes) 5.501 5.815 11.316
Total 8.668 10.150 18.818
Government share of total 37% 43% 40%

Source: McGill, 2015

Governance links GASC directly to ministerial leadership: Dr. Sherif Farouk, the incumbent
Minister of Supply and Internal Trade, serves as Chairman of GASC’s Board of Directors,
alongside representatives from ABE, EHCSS, the Central Bank and other economic agencies an
arrangement that aligns import execution with subsidy financing, storage, and payments oversight
(GASC website)

In recent years, GASC has broadened its financing architecture through formal agreements and
protocols. Notable instruments include a USD 500 million revolving facility with the Abu Dhabi
Exports Office (ADEX) to finance wheat supplied by Al Dahra; a USD 365 million framework with
the International Islamic Trade Finance Corporation (ITFC) for wheat and key commodities;
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expanding letters of credit with the National Bank of Egypt (currently EGP 36.5 billion); and an
approved European Investment Bank soft loan for the Food Resilience Project (GASC website)

The Agricultural Bank of Egypt (ABE), formerly known as the Principal Bank for Development and
Agricultural Credit (PBDAC), plays a central role in Egypt’s public procurement of domestically
produced wheat. The institution was officially restructured and rebranded in November 2016 by
presidential decree, becoming a joint-stock company under the supervision of the Central Bank of
Egypt, with a renewed mandate to support rural development and finance agricultural activity.
Despite the change in legal and institutional form, its core operational role in the wheat
procurement system has remained intact.

ABE is the largest public buyer of local wheat, accounting for approximately half of the wheat
procured by the government from domestic sources. The bank operates through a widespread
network of shona traditional open-air flat storage sites with a combined storage capacity of 2.1
million tonnes.

To uphold the integrity of the procurement process, ABE is responsible for conducting inspections
of the shona before and after the season to prevent the resale of carryover stocks. It also
supervises quality checks at delivery points and receives a storage fee from GASC as
compensation for its role in managing inland procurement infrastructure (Bishaw et al., 2024).

The Egyptian Holding Company for Silos and Storage (EHCSS) is the state's principal inland grain
silo operator and a core node in the wheat-to-bread logistics chain overseen by the MoSIT. The
EHCSS does not engage in the direct procurement of wheat. Instead, it operates as a strategic
storage intermediary, receiving stocks from public procurement agencies, safeguarding them, and
subsequently redistributing them to public and private mills supplying the subsidised-bread
programme.

EHCSS is organised in an institutional capacity as a holding company under the support of MoSIT,
with affiliated operating entities. The company's mandate, delineated in its corporate and project
documentation, is focused on the development and operation of the national silo network. The
overarching objectives of this mandate are threefold:

e Firstly, to minimise post-harvest losses.
o Secondly, to expand modern storage capacity.
e Thirdly, to professionalise stock management.

Typical duties include the receipt of wheat during the local procurement season, the maintenance
of grain quality through monitoring and maintenance, and the shifting of storage from open-air
yards to enclosed steel silos to reduce losses, which have historically been estimated at the order
of 10-15 percent. Operationally, EHCSS is responsible for the management of intake, weighing,
conditioning/fumigation, inventory control and dispatch planning across the inland network through
dedicated line functions, with support from quality assurance systems and staff training.

As a national asset base, EHCSS's inland silo portfolio has expanded significantly beyond the
McGill study of 2015 (McGill, 2015) baseline of 25 silos with approximately 750,000 tonnes of
capacity. This serves as a useful benchmark for the pre-expansion configuration and for the policy
rationale to replace shona with modern silos. During the current period, there has been a notable
expansion in the network, which increased to 81 silos, and a substantial increase in national
storage capacity, which rose from 1.2 to 3.4 million tonnes. In the interim, industry coverage in
early 2024 highlighted plans to construct six supplementary silos (approximately US$145.6
million), encompassing AFD co-financing and an objective to augment =420,000 tonnes as a
preparatory measure towards a state-owned capacity enhancement of 2.5-3.0 million tonnes.
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The EHCSS network is characterised by the majority of standardised facilities, with an estimated
capacity of approximately 60,000 tonnes each. These facilities are complemented by larger
complexes situated at critical bottleneck locations, such as the 90,000-tonne hubs at Borg Al-Arab
near Alexandria and EI-Minya in Upper Egypt (McGill, 2015).

The General Company for Silos and Storage (GCSS) is the state operator responsible for port-
side reception, unloading and storage of imported wheat. It acts as the logistical interface between
GASC's international tenders and Egypt's inland storage and milling system under the MoSIT
portfolio. Imported wheat procured by GASC is discharged into GCSS silos at the seaboard prior
to onward transfer inland.

The asset base and locations are of particular significance. The government's storage capacity
for wheat is approximately 400,000 tonnes, distributed across three ports:

e Alexandria (150,000 tonnes),
o Damietta (150,000 tonnes),
o Safaga (100,000 tonnes).

These facilities are all operated by the GCSS (McGill, 2015). In addition to the seaborne nodes,
GCSS also operates two large Greater Cairo silos:

e Shubra (100,000 tonnes),
e Imbaba (60,000 tonnes).

These silos function as urban intake/dispatch hubs for imported wheat moving inland (McGill,
2015). As GCSS's own materials also describe, company operations are described in the main
port zones and in a dedicated transportation area. This area is equipped with mobile ship-
unloaders with a capacity of approximately 150 tonnes per hour, hoppers, power units and
workshops that support discharge and turnaround performance.

The operating model and coordination. In accordance with the established regulations of the
GASC, the shipments are received on Panamax-size vessels, with a capacity of approximately
55,000 to 60,000 tonnes. The GCSS facilitates the management of full-parcel discharges, with the
objective of minimising congestion and sub-lot fragmentation within the confines of the quay. Upon
arrival, cargoes undergo rigorous multi-agency inspections by the General Authority for Export
and Import Control, the Ministry of Health, the Central Administration of Plant Quarantine and the
Atomic Radiation Authority. Subsequent to these inspections, compliant lots are transferred to the
GCSS storage facility for the purposes of weighing, conditioning and dispatch (McGill, 2015).

The three GCSS port silos provide the first strategic buffer for the public procurement of imports.
The Cairo silos (Shubra/lmbaba) then serve as pivotal inland facility before stocks are redistributed
to EHCSS sites and to public mills and private mills under public contracts. The efficacy of GCSS
is demonstrated by its ability to reduce vessel time at berth, mitigate demurrage exposure, and
preserve grain quality across the handover from international procurement to domestic logistics.
This is achieved by absorbing Panamax parcels at the quayside, maintaining quality safeguards
during the transfer from maritime to road/rail, and smoothing flows towards inland nodes (McGill,
2015).

The Food Industries Holding Company (FIHC) plays a critical role in channeling wheat from public
procurement into flour production for Egypt’s subsidized bread program. Operating under the
MoSIT, FIHC is one of the three public entities authorized to receive domestically procured wheat
alongside ABE and EHCSS. Although its primary role is not wheat collection, FIHC also purchases
around 0.5 million tonnes of wheat annually, directly from local suppliers (McGill, 2015).
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FIHC oversees a network of approximately 80 public-sector mills, which together have a milling
capacity of 6.6 million tonnes per year. These mills are responsible for converting raw wheat into
subsidized flour (82% extraction rate) that is distributed to bakeries under the baladi bread
program. FIHC plays a coordinating role in aligning wheat supply with processing needs,
especially in governorates with large subsidy coverage.

In addition to managing public mills, FIHC is also tasked with overseeing private sector milling
under tolling contracts. The flour produced is delivered into the same subsidized distribution
channels, expanding the system’s processing capacity while preserving public control over input
and output flows.

Collectively, the five public entities described above function as an integrated chain under the
auspices of the MoSIT overseeing the influx of both imports and the domestic harvest into the
baladi bread programme. The GASC is responsible for the organisation of international tenders
and the coordination of delivery. The ABE is responsible for the coordination of domestic intake
through the shona network and the financing of purchases. The GCSS is responsible for the
receipt and storage of imports at the port. The EHCSS is responsible for the provision of inland
storage and the redistribution of goods and the FIHC oversees the milling process in public plants
and via tolling contracts with private mills. Consequently, the amalgamation of these roles
facilitates the conversion of wheat, irrespective of its geographical provenance, into 82%-
extraction flour, which is subsequently distributed on a nationwide scale using the complex baladi
subsidy system.

However, in December 2024 the Cabinet authorized a new entity, the Future of Egypt (Mostakbal
Misr) for Sustainable Development Agency, to purchase wheat on behalf of the GASC, under Law
182/2018, including direct contracting. Accordingly, Egypt initiated a significant institutional
realignment in its wheat procurement system, marked by the formal transfer of import
responsibilities from the GASC to this new agency. The change was officially confirmed in a letter
issued by the MoSIT to Russia’s Minister of Agriculture, informing trading partners that Mostakbal
Misr would from then on assume all functions previously held by GASC in relation to the
international procurement of strategic food commodities.

The letter also emphasized that Mostakbal Misr possessed full financial authority and would be
capable of conducting both open tenders and direct purchase agreements, signaling a departure
from GASC'’s traditionally transparent and price-competitive tendering model. This announcement
marked a fundamental shift in how Egypt engages with global wheat suppliers and reshaped the
institutional landscape of food security governance in the country (Reuters, 2024a). The results of
this first year of activities of this agency will be illustrated in Section 6.3.5.

From a domestic procurement perspective, 2025 marked a further institutional change with the
inclusion of the Mostakbal Misr among the entities authorized to receive locally produced wheat
from farmers for the first time. While GASC remains the government body responsible for domestic
wheat procurement on behalf of MoSIT, operational execution is now carried out through five
government entities, compared to four in previous seasons (USDA, 2025b).:

Holding Company for Food Industries (FIHC),

Egyptian Holding Company for Silos & Storage (EHCSS),

General Company for Silos & Storage (GCSS),

Agricultural Bank of Egypt (ABE),

Future of Egypt for Sustainable Development Agency (Mostakbal Misr)
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As shown in the preceding section, Egypt’s wheat procurement system is built around a complex
system of public institutions, layered budgetary arrangements, and evolving policy priorities. In
operational terms, however, the public tendering mechanism for imported wheat remains the
decisive instrument through which the state determines the timing, origin, counterparties, and
prices of its purchases. Public tenders therefore constitute a central pillar of Egypt’s food security
architecture.

This section brings together a qualitative assessment of GASC’s tendering practices with an
original tender-level dataset reconstructed for the period 2022-2024. The dataset records the
timing of tenders, awarded quantities, origins, suppliers, and price outcomes (FOB and CIF),
capturing procurement behavior during a phase of exceptional market volatility following Russia’s
invasion of Ukraine.

It should be noted that, within the spectrum of tendering strategies observed across Arab
countries, Egypt corresponds most closely to the “as-needed” procurement model (Approach 3).
The World Bank identifies Egypt, alongside Tunisia, as a case in which tendering does not follow
a fixed calendar and where both the frequency and volume of tenders are less predictable than in
rule-based or pre-scheduled systems (World Bank, 2012). In practice, Egyptian tenders are
typically initiated on the basis of short-term assessments of stock coverage, projected
consumption, foreign-exchange availability, and movements in international wheat prices. This
high degree of responsiveness allows procurement to adjust rapidly to prevailing conditions but
complicates forward planning of mill supply chains, foreign-exchange budgeting, and the
management of exposure to price spikes.

The final part of the analysis extends to developments observed in 2025, a year marked by
significant institutional reconfiguration following the entry of the Future of Egypt for Sustainable
Development Agency (Mostakbal Misr). During this period, the traditional tender-based
procurement framework was increasingly complemented—and in some cases substituted—by
direct purchasing arrangements, signaling a potential shift in the operational logic of wheat
imports.

GASC tender is frequent and opportunistic, with tenders being released on average every two to
three weeks. Tendering is typically conducted in the late evening Cairo time after the close of the
CBOT (Chicago Board of Trade), with purchasing decisions being made the following day.
Delivery windows are generally 1-2 months from the tender date During the local harvest season,
which typically occurs from May to June, imports are often suspended to avoid market overlap.
These tenders are open to multiple suppliers, with Black Sea suppliers having dominated in recent
years. They are awarded on the lowest compliant offer (McGill, 2015).

As for the logistics and quality requirements, GASC accepts only Panamax-size vessels (=55-60
thousand tonnes) and purchases entire shipments rather than sub-lots to minimise port
congestion. Cargoes are inspected by GASC-nominated surveyors at the load port, then re-
inspected on arrival in Egypt by a suite of agencies, a layering that adds procedural complexity.
The technical specifications have tightened over time; traders report that documentation
complexity adds roughly USD 6-7/tonne versus comparable private shipments, while specific
phytosanitary rules (e.g., freedom from Ambrosia seeds) can trigger USD 12—15/tonne in extra
costs if a lot is held for sieving/demurrage. Policy recommendations in the same report call for
longer delivery periods and risk-based phytosanitary assessments to reduce this cost premium
(McGill, 2015).
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The public tendering system utilised by the GASC follows a five-stage sequence, designed to
manage Egypt's wheat procurement within a framework that is both competitive and compliant.

1. Tender announcement: Official calls specify the required volumes, shipment
windows, delivery ports, timelines, and quality and phytosanitary standards.

2. Bid submission: Listed suppliers from eligible origins submit offers indicating FOB
and/or CIF prices, shipping details, proposed vessels, and key contractual terms.

3. Bid evaluation: Offers are assessed on price competitiveness, delivery feasibility,

technical compliance with the stated specifications, and the past performance of the
supplier in previous tenders.

4. Contract awarding: Contracts are awarded to suppliers offering the most favourable
combination of price, quality compliance, and reliability. In many cases, awards are
split across several suppliers to diversify execution risk.

5. Delivery and compliance: Upon arrival at Egyptian ports, cargoes undergo multi-
layered inspection and quality control before being entered into national storage
systems and integrated into the public wheat pipeline.

The strategic reliance on tenders endows GASC with considerable flexibility in sourcing, yet it
concomitantly exposes Egypt to fluctuations in availability, pricing, and competition. As outlined in
Section 6, the "as-needed" procurement model does not adhere to a fixed calendar for the
issuance of tenders. Instead, the timing and magnitude of these tenders are contingent on
assessments of stock coverage, consumption needs, and international prices, which are subject
to change and refinement over time. Recent years have seen Egypt adopt a deliberate strategy of
balancing urgent purchases during periods of stress with a gradual diversification away from over-
dependence on any single origin.

It is important to note that Egypt maintains an implicit vendor approval system. Despite the
absence of a formal "whitelist" in the GASC's official publications, a close examination of tender
outcomes reveals a tendency towards a relatively limited selection of approved origins and
suppliers. In recent years, approximately sixteen countries of origin have been consistently
accepted, including Russia, Ukraine, France, Germany, Bulgaria, Romania, and the United States.
In April 2022, Egypt formally included India in this group following visits by agricultural delegations
and the implementation of phytosanitary standards, including pest inspection and compliance
protocols. India’s inclusion reflects Egypt’'s broader strategy to diversify its supplier base in
response to Black Sea supply disruptions.

Furthermore, Egypt has explored the possibility of expanding its vendor list by considering
countries such as Turkey, which are reported to be under consideration due to their geographical
proximity and emerging export capacity. However, official listing has not yet been confirmed (Egypt
Independent, 2024). These additions underscore an evolving vendor framework that is shaped by
geopolitical shifts, logistical needs, and objectives to diversify the market.

This selective approval process enables GASC to ensure traceability, quality control, and logistical
alignment. However, it also creates structural barriers for new entrants. Prospective suppliers
encounter elevated compliance costs associated with technical accreditation, documentation
verification, and financial pre-qualification.

Historically, Russia has been Egypt's predominant wheat supplier, offering competitive prices,
favourable freight terms, and well-established trade links. In recent years, the Russian Federation
has accounted for more than half of Egypt's total wheat imports through public tenders. However,
Russia's geopolitical entanglements, particularly the ongoing conflict with Ukraine, have revealed
the risks of concentrating procurement on a single origin. This has prompted Egypt to actively
diversify its sourcing mix.
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Notwithstanding the ongoing armed conflict, Ukraine has continued to exert a considerable
influence on Egypt's wheat procurement dynamics. In 2023, Egypt imported approximately 1.28
million metric tons of Ukrainian wheat, representing about 12% of total public imports (Hellenic
Shipping News, 2024). By 2024, Ukraine had re-emerged as Egypt's second-largest supplier,
contributing approximately 16% of public-tendered wheat imports (Miller Magazine, 2024). This
development is indicative of Ukraine's logistical resilience and underscores Egypt's sustained
reliance on Black Sea origins in the context of global instability.

It is noteworthy that other Eastern European suppliers have also gained traction in this field.
Romania and Lithuania have emerged as strong alternatives, benefiting from shorter shipping
routes and EU-aligned trade agreements. Romania, in particular, has established itself as a key
origin in recent tenders due to its combination of consistent quality, competitive pricing, and
reliable logistics.

France is renowned for its production of high-quality wheat in Western Europe. Its role in Egyptian
tenders is more episodic, as higher prices constrain its competitiveness; French wheat tends to
become more prominent only when Black Sea supply corridors face disruption. France also
benefits from EU export financing instruments and longstanding trade relations with Egypt, which
facilitate contracting when needed.

The United States, a nation with a rich historical significance, has seen a decline in its role in this
regard, primarily due to the considerable distances involved in transportation and the consequent
increase in freight costs. Nevertheless, U.S. wheat is often regarded as a fallback option in tenders
requiring specific grades, particular milling characteristics, or short-term substitutes when usual
suppliers are constrained.

Bulgaria has evolved into a reliable mid-tier origin, particularly during periods of price and supply
volatility. Its geographical proximity and alignment with EU trade standards make it a regular
participant in Egypt's tenders, particularly when regional competition for Black Sea supplies is
tight.

Following the inclusion of India as an approved origin by the GASC in 2022, India also supplied
wheat to Egypt via a direct purchase agreement during a period of global price shocks. It was
demonstrated that Indian wheat met the quality requirements stipulated by the GASC, and
successful delivery was achieved. However, subsequent volumes remained limited, possibly due
to logistical constraints, relative price levels, or phytosanitary challenges.

This section examines the tender operation from 2022 to 2024, a period characterised by
significant disruptions caused by wars, price volatility followed by a gradual re-normalisation in
international wheat trade.

The analysis draws on an original dataset of 25 public wheat tenders issued by GASC over this
interval. This dataset was compiled from trade-press reports, company statements, and newswire
coverage, and cross-checked against multiple sources. For each tender, the dataset meticulously
documents the timing of the call, the marketing year classification, the awarded quantities, the
countries of origin, the supplier firms, the FOB and CIF prices, and the payment terms. The total
value of these tenders is approximately 9 million metric tons of wheat, thus constituting the majority
of Egypt's publicly reported wheat imports during the specified study period.

The section is organized chronologically. It begins with an analysis of developments in 2022,
capturing the initial wartime response when Egypt re-entered international markets under
conditions of acute uncertainty. It then examines the 2023 tender cycle, during which import
volumes expanded and sourcing patterns adjusted across overlapping marketing years. The
analysis subsequently turns to developments in 2024, highlighting the interaction between easing
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international prices, changing payment terms, and a more diversified mix of suppliers spanning
the 2023/24 and 2024/25 marketing years. The final parts of the section re-aggregate tender-level
evidence by country of origin, price, and supplier, providing a bridge from descriptive
reconstruction to the comparative analysis of volumes, pricing dynamics, and corporate structures
that follows.

The initial segment of the analysis focuses on the tenders issued in calendar year 2022, the period
of the Russian invasion of Ukraine, shown in Table 11.

Table 11 - Egypt: Wheat tenders awarded in 2022

30th Russia 60 Aston Agro Industrial SA 397.7 23,862,000

June Romania 60 Carqill 402.5 24,150,000

2022 Russia 55 Viterra 383.25 21,078,750

Romania 60 ADM 399.8 23,988,000

Bulgaria 50 Buildcom 402.5 20,125,000

Romania 60 Viterra 402.5 24,150,000

France 50 Bunge 399.7 19,985,000

Russia 60 GTCS 397.7 23,862,000

Romania 60 ADM 402.45 24,147,000

France 60 Viterra 394.4 23,664,000

France 60 ADM 394.4 23,664,000

France 60 Buildcom 394.4 23,664,000

France 60 Viterra 394 .4 23,664,000

France 60 Bunge 394.4 23,664,000

20" of | France 120 Cargill 405 48,600,000
July

2022 France 60 Soufflet 403 24,180,000

France 60 Viterra 403 24,180,000

France 60 Lecureur 403 24,180,000

France 60 Olam 403 24,180,000

Russia 60 Cargill 403 24,180,000

Russia 60 Aston Agro Industrial SA 403 24,180,000

Russia 60 Grain Flower 403 24,180,000

Russia 40 Gtcs 403 16,120,000

Germany 30 Egyptian African 403 12,090,000

Lithuania 30 Egyptian African 403 12,090,000

21t of | Russia 60 Viterra 402 24,120,000
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July Russia 30 Aston Agro Industrial SA 402 12,060,000
2022 France 30 Sierentz 402 12,060,000
Total Quantity 1,575 Total
amount 630,067,750

Sources: SaskWheat (2022), USDA (2022).

After having canceled two tenders due to start of war and with reserves for prediction of subsidized
bread available until the end of 2022 (USDA, 2022a) on June 30, GASC purchased 815,000
tonnes of wheat in a tender from four countries — France, Romania, Russia, and Bulgaria. The
tender saw Egypt’'s largest single purchase of wheat in more than a decade (USDA, 2022a),
reflecting the urgency of the country to ensure sufficient reserves for the subsidy programme.

After this, two tenders were issued by GASC, both in July 2022. Taken together, these operations
show that GASC successfully procured a total of 1,575,000 metric tons (MT). The majority of the
volume (78%) was sourced from France (47% of total volume) and Russia (31% of total volume)
which together provided 1,225,000 tonnes, complemented by 240,000 from Romani (15%) and by
smaller lots from Bulgaria, Germany and Lithuania. In addition to the public tenders, GASC also
purchased additional 1075 MT to through direct deals issued in July and November 2022
(SaskWheat, 2022) and an additional and on June 26, GASC announced its purchase of 180,000
tonnes of Indian wheat, the first time that India’s wheat was purchased by GASC.

These tenders highlight three important features of Egypt’s procurement behavior at the onset of
the war:

¢ Reliance on core European and Black Sea partners: Notwithstanding the considerable
disruption due to the Ukrainian-Russian conflicts, GASC primarily relied on its long-
standing suppliers in France and Russia, supplemented by smaller volumes from other
countries.

e Use of a flat benchmark price: The awarding of multiple cargoes at an identical FOB
price in the 20 July tender suggests intense competition among exporters within an
exceptionally tight market, rather than price discrimination across offers. The 21 July direct
purchases at 402.50 USD/t CFR were closely clustered around this benchmark.

¢ Concentrated purchasing in large volumes: All the purchases were made in 2 months
(June and July), representing a substantial injection into Egypt’s pipeline over a short time
span, reflecting the need to rebuild public stocks after months of delayed or uncertain
deliveries.

On 27 July 2022, Reuters reported that Egypt’s state grain buyer, GASC, had cancelled contracts
for a total of 240,000 tonnes of Ukrainian wheat that had been scheduled for delivery in February
and March 2022. These cargoes had never been loaded due to the invasion and subsequent
closure of Ukrainian ports, and the situation was declared to be beyond the control of the buyer
(Reuters, 2022). The timing of these tenders coincided with diplomatic efforts to re-open Ukrainian
grain exports. On 22 July 2022, the Black Sea Grain Initiative was signed by Russia and Ukraine
in Istanbul, with the mediation of Turkey and the United Nations. The agreement established safe
maritime corridors from selected Ukrainian ports (including Odesa, Chornomorsk and Pivdennyi)
to allow the controlled resumption of grain shipments and alleviate the global food crisis triggered
by the war (CNN, July 2022). Subsequent tenders in 2023 would re-introduce Ukrainian origin
once viable export routes became available.

In the context of the multi-origin tender of 20 July 2022, cargoes originating from France, Russia,
Germany and Lithuania were awarded at a uniform FOB price of USD 403/MT. The prices
observed in Egypt's June and July 2022 tenders must be interpreted in the context of the
extraordinary spike in global wheat prices that followed the invasion. Utilising the Food Price
Monitoring and Analysis (FPMA) tool developed by the Food and Agriculture Organization (FAO),
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Figure 6.1 offers a comparative analysis of the monthly FOB export quotations for Russian, French
and Ukrainian wheat during the period from June 2021 to August 2022.

Between July 2021 and July 2022, export prices increased dramatically:

¢ Russian milling wheat rose from about USD 248.25/tto USD 414.39/t (= +66.9%).

e French soft wheat (Rouen) climbed from around USD 240.50/MT to USD 431.39/t (=
+79.4%).

e Ukrainian wheat increased from roughly USD 225.00/MT to USD 375.00/t (= +66.7%).

o These percentage changes are calculated by the author from FPMA data and are
illustrated in Figure 13, which highlights the July 2021 baseline against the July 2022 peak.

Figure 13 - International wheat export prices for Russia, France and Ukraine, May 2021-August 2022, highlighting
July 2021 baseline (USD/%).
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Source: FAO, Food Price Monitoring and Analysis (FPMA) Tool, international wheat export prices.

Therefore, the FOB price of USD 403/t paid by Egypt in the July 2022 tender was broadly
consistent with prevailing international price levels. In summary, Egypt was procuring at the zenith
of the global market; however, it was not paying a price significantly above that faced by other
buyers during the same period.

As we move into 2023, Egypt's public tenders span two marketing years: the second half of MY
2022/23 (April-dune 2023) and the first half of MY 2023/24 (July-December 2023). Wheat tenders
concluded during this year are summarised, with detailed information including quantities
awarded, origins, and prices in Table 12. An important feature of these operations is the
coexistence of at-sight letters of credit and direct payment (predominantly in the April and early-
December tenders) with an increasing utilisation of 180- and/or 270-day letters of credit in the
more substantial autumn tenders. This enabled the GASC to distribute the budgetary impact of its
acquisitions over an extended period, while still securing substantial volumes.
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Table 12 - Egypt: Wheat tenders awarded in 2023

Awarded  Supplier Name FOB Avg.
Quantity Price

Source
Country

Tender Date Avg. Price X
Awarded

Quantity (USD)

(‘000 (USD#)

tonnes

6th of April 2023 | Russia 600 n.a 275
165,000,000
2nd of May Romania 120 n.a 260
2023 31,200,000
Russia 535 n.a 255
136,425,000
4th of August | Russia 300 n.a 250
2023 75,000,000
Romania 60 n.a 250
15,000,000
8th of August | Russia 235 Grain Flower 262
2023 61,570,000
22nd of August | Romania 60 Agro Chirnogi 256
2023 15,360,000
30th of August | Romania 60 ADM 260
2023 15,600,000
Romania 60 Agro Chirnogi 260
15,600,000
France 120 Soufflet 260
31,200,000
20th of Romania 60 Viterra 255,91
September 15,354,600
2023 Romania 60 ADM 255,91
15,354,600
27th of Romania 60 Viterra 255
September 15,300,000
2023 Romania 60 Cargill 255
15,300,000
Bulgaria 50 Buildcom 255
12,750,000
12th of October | Russia 240 Grain Flower 259,57
2023 62,296,800
Russia 60 Aston Agro 259,57
Industrial SA 15,574,200
Romania 60 Olam 259,57
15,574,200
Romania 60 ADM 259,57
15,574,200
Bulgaria 50 Farm Sense 259,57
12,978,500
5th of Russia 120 Cereal Crops 253,3
December 2023 Trading 30,396,000
Ukraine 60 Nibulon 253,3
15,198,000
7th of Russia 420 Grain Flower 265
December 2023 111,300,000
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19th of Russia 120 Cereal Crops 265
December 2023 Trading 31,800,000
Russia 240 Grain Flower 265
63,600,000
Russia 120 Aston Agro 265
Industrial SA 31,800,000
Total Quantity 3,990 Total

amount 1,042,106,100

Source: UkrAgroConsult (2023a—f), series of news reports on Egypt’s wheat tenders (“Egypt bought 600 kmt of Russian
wheat in a tender”; “Egypt wheat tender results 2”; “Eqypt wheat tender results 4”; “Eqypt's GASC buys 180,000 mt of
wheat in tender”; “Egypt wheat tender results”; “Eqypt wheat tender results 6”; “Egypt wheat tender results 5”); Ahram
Online (2023), Egypt’'s GASC buys tons of Romanian wheat in international tender; Zawya (2023), Egypt's GASC buys
420,000 mt of wheat in tender; Agrisensus (2023), Russia again dominant as GASC settles wheat tender at 265/mt.

In 2023, GASC procured 3.99 million tonnes of wheat, with a total contractual value of
approximately USD 1.04 billion. This indicates that public tenders continue to play a pivotal role in
Egypt's wheat procurement strategy. The increase over the previous year was substantial: the
total volume of tenders awarded increased of 153% compared to year 2022.

Furthermore, in terms of supplier patterns, the data indicate a strong reliance on Russia, with
relatively marginal contributions from the other countries: Russia dominates with 75%, followed
by Romania at 18%. France and Bulgaria each account for 3%, while Ukraine represents the
remaining 2%. Compared to 2022, this indicates a gradual diversification away from an almost
exclusively Russian imports, consistent with the strategic objective of reducing over-reliance on a
single origin.

Price dynamics over 2023 reflect both this diversification and the gradual easing of global wheat
markets compared with 2022. The average FOB price paid in the April-May tenders (MY 2022/23)
is 263 USD/, whereas the FOB price of the tenders in the second half of 2023 (MY 2023/24) is,
on average, 258 USD /t. For the year as a whole, Egypt pays an average of less than 260 USD /t,
representing a decrease of more than a third compared to the average of 403 USD /t paid in 2022,
when prices reached their peak following the invasion.

This pattern is consistent with the evolution of international export prices shown in Figure 14, which
is based on FAQO's FPMA data for French, Russian and Ukrainian wheat between April 2022 and
December 2023. By mid-2023, benchmark FOB prices had fallen to approximately 262 USD!/t for
French soft wheat (Rouen), USD 238 USD/t for Russian milling wheat and around USD 201-
212/MT for Ukrainian wheat. Thereafter, they fluctuated mostly in the 220-250 USD/t range.
Egypt's awarded prices of approximately 250-265 USD/t FOB are therefore modestly higher than
Russian FPMA values and closer to French levels, which is consistent with the inclusion of quality
premia, longer payment tenors and, in some cases, freight and credit-risk adjustments.
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Figure 14 - International wheat export prices for Russia, France and Ukraine, April 2022-December 2023 (USD/t).
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Source: FAO, Food Price Monitoring and Analysis (FPMA) Tool, international wheat export prices.

A particularly notable development in 2023 is the re-entry of Ukrainian origin into Egypt's tender
book. On 5 December 2023, GASC purchased 180,000 tonnes of wheat, split between Russia
(120,000 tonnes) and Ukraine (60,000 MT). The Ukrainian supplies were provided by Nibulon.
The operation was priced at approximately 253 USD/t FOB and USD 275/MT C&F. Its facilitation
was enabled by the partial reopening of Ukrainian export routes via alternative Black Sea and
Danube corridors following the collapse of the original Black Sea Grain Initiative. This model
demonstrates Egypt's capacity for expeditious incorporation of novel (or returning) origins,
contingent upon the prevailing logistical conditions.

The 2023 tenders demonstrate that Egypt utilised the decline in global wheat prices to more than
double its imports between the second half of MY 2022/23 and the first half of MY 2023/24, while
concurrently diversifying its supplier base beyond Russia, which remains by far the most important
supplier. Simultaneously, the combination of payment terms emphasises the function of public
tenders not only as a means of acquiring physical wheat, but also as a mechanism for managing
cash-flow constraints and financing conditions in a highly volatile external environment.

As we move into 2024, Egypt's wheat procurement through public tenders continues under
conditions of easing international prices and gradually improving financing conditions. The data
presented in Table 13 - Egypt: Wheat tenders awarded in 2024 Table 13 provides a comprehensive
overview of all tenders in 2024. The table provides a comprehensive overview of the tender dates,
origins, quantities, suppliers and prices.
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2024

7th of
January
2024

15th of
February
2024

20th of
March
2024

18th of
April 2024
8th of May
2024

4th of June

2024

25th of
June 2024

Russia
Russia
Russia
Ukraine
Russia
Russia
Russia
Russia
France
Ukraine
Ukraine
Romania
Bulgaria
Bulgaria
Romania

Ukraine

Russia
Russia
Russia
Russia
Russia
Romania
Romania
Romania
Romania
France
Russia
Romania
Romania

Bulgaria

120
120
120
60
60
120
60
60
60
60
60
60
50
50
60
120

60
60
120
60
60
60
60
60
60
60
60
120
60
50
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Table 13 - Egypt: Wheat tenders awarded in 2024

Cereal Crops Trading
Grain Flower
Aston Agro Industrial SA
Nibulon
ME Solaris Commodities
Grain Flower
Aston Agro Industrial SA
Olam
Viterra
Nibulon
LDC
AMS Ameropa
Buildcom
Buildcom
AL Dahra
LDC

ME Solaris Commodities
Cereal Crops Trading
Aston Agro Industrial SA
Grain Star
Viterra
AMS Ameropa
CHS
AMS Ameropa
ADM
Bunge
Aston Agro Industrial SA
LDC
AMS Ameropa

Buildcom

[PU]
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264.99
264.99
264.99
264.99
264.5
264.5
264.5
264.5
264.5
224.53
224.53
224.53
235.5
235.5
235.5
220.63

255.75
255.75
255.75
255.75
255.75
255.75
279.86
279.86
279.86
279.86
228.29
228.29
228.29
228.29

31,798,800
31,798,800
31,798,800
15,899,400
15,870,000
31,740,000
15,870,000
15,870,000
15,870,000
13,471,800
13,471,800
13,471,800
11,775,000
11,775,000
14,130,000

26,475,600
15,345,000

15,345,000
30,690,000
15,345,000
15,345,000
15,345,000
16,791,600
16,791,600
16,791,600
16,791,600
13,697,400
27,394,800
13,697,400
11,414,500
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Ukraine 60 Nibulon 228.29 13,697,400
16th of Russia 360 ME Solaris Commaodities 221 79,560,000
July 2024 ¢ ssia 120 Cereal Crops Trading 221 26,520,000
Russia 120 Viterra 221 26,520,000
Russia 120 Aston Agro Industrial SA 221 26,520,000
Bulgaria 50 Buildcom 221 11,050,000
12th of Ukraine 60 Cargill 241 14,460,000
A;'gzuft Ukraine 120 LDC 241 | 28,920,000
Bulgaria 100 Farm Sense 242.25 24,225,000
4th of Ukraine 60 LDC 252.5 15,150,000
NoyemPer | Ukraine 60 LDC 2525 15,150,000
Romania 60 Viterra 260.66 15,639,600
Ukraine 60 LDC 2525 15,150,000
Romania 60 Viterra 260.66 15,639,600
Romania 60 Olam 260.66 15,639,600
Bulgaria 50 Buildcom 261 13,050,000

Total Quantity 3,710 Total
amount 908,763,500

From a volume perspective, the total amount of 2024 tenders is comparable to the overall amount
of 2023 tenders (-7%), with similar decrease in the total value (-13% compared to 2023).
Distribution over the year changed from 2023. In 2024, 61% of the overall volume was awarded
in the first part of the year, fomr January to June (corresponding to the last part of the marketing
year 2023/2024) and 39% was awarded in the second half of the year (corresponding to the first
part of the marketing year 2024/2025). In 2023 these shares were the opposite with 31% awarded
in the first part of the year and 69% in the second part.

The composition of suppliers also reveals a more diversified sourcing strategy. Russia continues
to play a central role in this regard, providing a substantial share of 49% of total amount of awarded
tenders, and remains Egypt's single largest origin. Nevertheless, the repeated awarding of
contracts to Romania and Bulgaria, notably in the March, June and late-June tenders, serves to
confirm the consolidation of alternative EU Black Sea suppliers.

In the period under consideration, Ukraine supplied 19% of total amount placing Ukraine alongside
Romania as one of Egypt's principal non-Russian origins. This evolution signifies that, upon the
attainment of adequate logistical conditions, Egyptian authorities proactively incorporated
Ukrainian wheat into the tender mix, with the objective of mitigating excessive reliance on a sole
supplier.

The utilisation of payment terms as an additional lens through which to examine the application of
tenders in the context of supply security and financing constraints is a salient point of this study.
The operations scheduled for the early 2024 period, spanning from January to April, are
predominantly characterised by 180- to 270-day deferred LCs. This strategic approach enables
the GASC to distribute cash-flow obligations over an extended timeframe while securing
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substantial volumes at relatively favourable prices. By May and early June, 270-day LCs become
the predominant modality in the larger multi-origin tenders. Conversely, the 25 June tender was
settled using at-sight LCs/direct payment, indicating either enhanced access to external finance,
elevated urgency to procure grain for the imminent marketing year, or a combination of both
factors.

When considered collectively, the patterns of volumes, prices, supplier composition and payment
terms demonstrate that during the initial six months of 2024, Egypt utilised the lower global price
environment to significantly augment its imports, diversify its origin portfolio (particularly through
Ukraine and Romania), and refine tender design to balance budgetary pressures with supply-
security objectives.

In terms of prices, in 2024, Egypt was procuring wheat at substantially lower prices than at the
height of the crisis, in 2022, even though some upward pressure has re-appeared in late 2024.
For instance, the July 2022 tenders were awarded at FOB USD 403/MT, corresponding to the
peak of the global price spike, while the average FOB price of 2024 is USD 248/MT

Figure 15 compares these tender outcomes with international export benchmarks for French,
Russian and Ukrainian wheat between March 2023 and January 2025. As demonstrated by FPMA
data, export prices exhibited significant fluctuations in the 200-240 USD/t range during mid-2024.
Russian values were recorded at the lower end of this range, while Ukrainian feed and milling
wheat values were marginally below or around 200-220 USD/t, and French soft wheat values were
closer to 230-240 USD/t.

Figure 15 -International wheat export prices for Russia, France and Ukraine, March 2023-January 2025 (USD/t)
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Source: FAO, Food Price Monitoring and Analysis (FPMA) Tool, international wheat export prices.

In this context, Egypt's average FOB price of 233 USD/t in MY 2024/25 is marginally higher than
Russian benchmarks but comparable to French values. This is indicative of the incorporation of
higher-quality flour milling specifications and the embedded cost of 270-day LCs in the August
and November tenders. The narrowing gap between Egyptian tender prices and international
benchmarks, in comparison to the significant premia observed in 2022, indicates that GASC has
largely reverted to paying near-market prices while leveraging diversified origins and flexible
payment terms to manage both risk and financing constraint.
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6.3.4 Comparative analysis of tenders from 2022 to 2024

Volume and origins

In terms of volume, the comparative analysis of the three years, shows that during the height of
the 2022 crisis, the volume of tenders has been lower compared to the following years when Egypt
has partially normalised its tender volumes, procuring substantially more wheat in 2023 and 2024
than in 2022, as shown in the Figure 16.

Figure 16 -Egypt: Number of tenders, 2022-2024
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Source: Own elaboration

However, it should be noted than, compared to the overall imports of Egypt, year 2022 is on the
is not below the average of the total imports of Egypt, shows in Figure below.
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Figure 17 — Egypt: Total imports of wheat, 2016 - 2024
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The process of diversification of origins is illustrated in Figure 18 , where the comparison among
2022, 2023 and 2024 clearly shows that the number of suppliers and their share substantially
changed during these years.

Figure 18 — Egypt: Share and volume of the awarded tenders by country, 2022-2024
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During the tenders held in 2022, Egypt demonstrated a pronounced reliance on France and
Russia, with no Ukrainian wheat being included in the tenders due to the closure of Black Sea
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ports. In late 2023, there was a marginal resurgence of Ukrainian origin, accounting for
approximately 2% of publicly tendered volumes. Conversely, in the 2024 operations, Ukraine's
contribution amounts to approximately 720 million tonnes, representing around 19% of the total,
while Russia's share experiences a decline to approximately 49%.

This figure signifies a more than ten-fold increase in Ukraine's share of Egypt's tendered imports
relative to late 2023, thereby indicating that Ukrainian wheat has effectively re-established itself
as Egypt's second-largest supplier under MY 2024/25, alongside the sustained contributions. On
the contrary, the imports from France declined over the three years. This country accounted for
half of the imports in 2022 (47%) but only 3% in 2023 and 2024.

Russia continues to be Egypt's predominant public-tender supplier, with a total of 5,275 thousand
tonnes, constituting 57 % of all tendered wheat between 2022 and 2024. Romania is the second-
largest producer, with 1,680 thousand tonnes (18%%), followed by France with 980 thousand
tonnes (11%) and Ukraine with 780 thousand tonnes (8%), despite starting from zero in 2022.
Bulgaria (5%) constitute the remainder of the group of key origins, with each playing a
complementary role that helps to hedge against disruptions affecting Black Sea exporters.

Egypt's public-tender sourcing strategy evolves from a state of heavy reliance on a single supplier
in 2022/23 towards a more balanced portfolio. In this revised strategy, Russian volumes remain a
central element, yet they are increasingly complemented by contributions from regional European
and Ukrainian suppliers, thereby enhancing resilience and supply security.

Finally, in terms of the number of tenders, only 3 were issued in 2022, compared with 12 in 2023
and 11 in 2024. The yearly distribution shows a strong concentration in 2022, with all three tenders
issued between June and July. A similar pattern appears in 2023: 10 out of the 12 tenders were
issued in the last five months of the year, from August to December.

In contrast, the 2024 distribution is more balanced: with the exception of October, December, and
September, every month saw at least one—and at most two—tenders awarded.

As for the average awarded volume, it was 525 thousand tonnes in 2022, 538 thousand tonnes in
2023, and 320 thousand tonnes in 2024.

There is considerable variation in the FOB prices awarded across suppliers in tenders from 2022
to 2024. These discrepancies reflect two main factors: global market conditions and country-
specific dynamics. The latter include, but are not limited to, freight access, competition, and quality
standards.

In 2022, Egypt was still operating in a post-invasion price environment characterised by elevated
and highly dispersed offers. The overall average FOB price was approximately 401 USD/,
indicating a clear hierarchical structure among suppliers. Wheat sourced from France, Germany,
and Lithuania clustered around 403 USD/, positioning these origins as premium suppliers. In
contrast, Russia—historically Egypt’s predominant volume supplier—was awarded contracts at an
average of 399 USD/t. This configuration suggests that, in 2022, Egypt relied on higher-priced
Western European and Baltic suppliers as backup or quality-differentiated origins, while using
Russia as the primary cost-efficient source.

A marked shift occurred in 2023. The international wheat market stabilised as conventional
shipping routes were restored and competition among Black Sea exporters intensified. The overall
average FOB price fell to approximately 258 USD/t, a decline of around 36% relative to 2022.
Price dispersion across suppliers also narrowed. Ukraine entered as a new origin at an average
of 253 USD/t, the lowest among all prices.
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Table 14 — Egypt: Average FOB prices in public wheat tenders by country and year (USD/f)
2022 399 399 403 403 401 403
2023 260 261 257 257 253
2024 272 249 254 237 240
Average 310 303 403 403 304 299 247
(country)

Source: Own elaboration.

In 2024, the downward adjustment in wheat prices continued, though at a slower pace. The overall
average awarded FOB price declined further to approximately USD 251/MT, representing an
additional 3% reduction compared with 2023. The lowest average that year was recorded for
Bulgaria (USD 237).

Looking at the country averages, EU origins are the most expensive. Germany and Lithuania show
very high averages because they supplied only in 2022, when international prices peaked.
However, even France—present in all three years—has a high average of USD 310. France,
Germany, and Lithuania consistently exhibit higher FOB prices, reflecting their roles as premium
or niche origins rather than major volume suppliers. The Black Sea corridor remained the low-cost
sourcing hub, although relative competitiveness within the region continued to shift as freight,
financing, and risk premia evolved.

Taken together, the evidence in the table and figures indicates that Egypt’s “as-needed” tendering
strategy produced two key outcomes: lower procurement costs and greater supplier diversification.
Over three marketing years, Egypt progressively restructured its awards toward a heavier reliance
on competitive Black Sea origins, while retaining a small group of higher-priced European
suppliers as a strategic buffer.

In order to ascertain whether Egypt's tender prices were in accordance with global market
conditions, it is necessary to compare the awarded FOB levels with international export quotations
for similar wheat qualities. Utilising the FAO's FPMA instrument, Figure 19 presents a monthly
examination of export prices for French soft wheat (Rouen), Russian milling wheat (12.5%), and
Ukrainian wheat spanning the period from mid-2021 to early 2025.
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Figure 19 - Monthly export prices of milling wheat from key origins, 2021-2025 (USD/)
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Source: FAO FPMA Tool.

The FPMA series evinces a marked increase in export prices consequent to the Russian invasion
of Ukraine. In the early months of 2022, quotations for French and Russian wheat climbed to levels
significantly above 400 USD/t while Ukrainian prices reached approximately 375-400 USD/t prior
to the escalation of trade disruptions. From late 2022 onwards, all three series demonstrate a
sustained downward trend, gradually converging into the 220-250 USD/t corridor by late 2024-
early 2025. This trajectory is indicative of the normalisation of freight routes, the re-entry of
Ukrainian exports via alternative Black Sea and Danube corridors, and an easing of global grain
balances.

When benchmarked against these international trends, Egypt's awarded FOB prices appear to be
market-conform. For Russian wheat, the average tender price exhibited a downward trend,
declining from approximately 368 USD/t in MY 2022/23 to 257 USD/t in MY 2023/24, and further
to around 221 USD/t in MY 2024/25, representing a cumulative decline of approximately 40% over
the observed period. This phenomenon is analogous to the decline in Russian export quotations
which transitioned from levels exceeding 400 USD/t in early 2022 to approximately 220-240 USD/t
by late 2024. A similar pattern is evident in the context of French and Ukrainian wheat. While
France is only listed in Egypt's tender book for the 2022/23 marketing year, its awarded prices
demonstrate a high degree of consistency with the elevated FPMA benchmark that year. In
contrast, Ukrainian awards for the 2023/24—2024/25 marketing years are concentrated at the
lower end of the FPMA range.

This parallel movement suggests that Egypt's public tender outcomes were not insulated from
global price cycles, but rather adjusted in response to them. The procurement strategy employed
by GASC appears to have been informed by market intelligence and cost-effective, utilising the
"as-needed" tendering mechanism to procure wheat at prices that align with international
benchmarks. Furthermore, strategic timing in the procurement process has enabled the capture
of favourable offers, particularly from Black Sea exporters, thereby optimising cost-effectiveness.

It is evident that, between the months of July 2022 and December 2024, a select number of
companies were the recipients of Egypt's public wheat tenders. During this period, approximately
9.9 million tonnes of wheat were procured through public tenders, with the distribution of awards
by supplier summarised in Table below.
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Table 15 - Suppliers 2022-2024
Unallocated/ Other Suppliers 1,615 16.3%
Grain Flower 1,435 14.5%
Aston Agro Industrial SA 810 8.2%
Viterra 835 8.4%
LDC 720 7.3%
Cereal Crops Trading 600 6.0%
ADM 480 4.8%
ME Solaris Commodities 480 4.8%
Buildcom 460 4.6%
Cargill 410 4.1%
AMS Ameropa 360 3.6%
Olam 300 3.0%
Nibulon 300 3.0%
Bunge 180 1.8%
Soufflet 180 1.8%
Farm Sense 150 1.5%
CHS 120 1.2%
Agro Chirnogi 120 1.2%
Gtcs 100 1.0%
Lecureur 60 0.6%
Grain Star 60 0.6%
Egyptian African 60 0.6%
Al Dahra 60 0.6%
Sierentz 30 0.3%

Total 9,925

Among the identified firms, there is a high level of concentration, with the first five companies
accounting for 44% of total awarded amount in the 3 years under observation. There is a core
group of suppliers is situated at the apex of a hierarchical structure comprising a substantial "tail"
of medium and small suppliers. Examples of such entities include AMS Ameropa, Cargill,
Buildcom, Olam, Nibulon, ADM, Soufflet and Farm Sense. It is noteworthy that the market share
of these suppliers ranges from 2 to 4 per cent of aggregate volumes, indicating a diverse and
fragmented market presence.

This distribution indicates a pattern of moderate but significant supplier concentration. Evidence
suggests that Egypt does not rely on a single monopoly provider, as the presence of multiple firms
would indicate. Conversely, the observation that approximately half of total volumes is controlled
by a small number of large trading houses suggests that bargaining power is distributed unevenly.
It appears that the "as-needed" tendering model employed by GASC tends to favour suppliers
with the logistical reach and balance-sheet capacity to respond expeditiously to large spot tenders
and to offer extended payment terms.

Several of the leading suppliers are associated, either directly or indirectly, with the prominent
global grain-trading enterprises that are discussed in the United Nations Trade and Development
Report (UNCTAD, 2023). In particular, firms such as ADM, Bunge, Cargill and Viterra collectively
known as the "ABCD" companies are characterised as vertically integrated conglomerates
operating along the entire agri-food value chain, from origination and storage to shipping,
derivatives and trade finance. UNCTAD documents how these corporations are increasingly
deriving profits from financial activities and speculative trading, rather than purely from physical
grain margins.
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To illustrate this global dimension, Figure 20 reproduces UNCTAD's analysis of the relationship
between the profits of the ABCD firms and episodes of food price volatility.

Figure 20 - Profits of the “ABCD” Food Companies and Global Food Price Volatility, 2011-2022
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Source: UNCTAD calculations based on FAO Real Food Price Index, Blas and Farchy (2021: Appendix ii), Eikon
Refinitiv, and Louis Dreyfus Commodities’ Financial Results Reports (various issues).

Note: The underlying indicator for volatility corresponds to the yearly average of the monthly standard
deviations of the FAO Real Food Price Index divided by the average of such figure for the 2011-2022 period.
An hypothetical value of 200 would mean, for instance, that at a suppositional year, the average of the
monthly standard deviations would have been twice as large as the average of the monthly standard
deviations for the 2011-2022 period. Cargill’s 2011 profits do not include the sale of its stake in the fertilizer
group Mosaic that year.

The figure indicates that periods of elevated price volatility in international grain markets are
concomitant with spikes in profit for the ABCD firms. In times of crisis, these conglomerates can
capitalise on their privileged access to information, storage capacity, and derivatives markets,
enabling them to arbitrage price differentials and earn windfall gains. UNCTAD (2023) emphasises
that such firms often operate through complex corporate structures, including offshore subsidiaries
and intra-group contracts. This, in turn, makes it difficult for importing countries to trace cost
components or to assess whether public tender outcomes reflect fair competition (UNCTAD,
2023).

For Egypt, this raises an important structural implication. Despite the fact that the public tender
mechanism may appear to be transparent and competitive in theory, the underlying supplier base
is, in reality, embedded in a highly financialised global food system. A state buyer, such as GASC,
engages in negotiations with firms that possess the capacity to adjust bids in accordance with not
only physical supply-demand conditions, but also expectations regarding futures prices, freight
rates and currency movements. As UNCTAD warns, this configuration creates an imbalance of
power and information: while Egypt seeks to minimise fiscal costs and secure timely deliveries, its
suppliers possess the market tools to manage risk, delay shipments or re-allocate cargoes in
response to price movements.

Year 2025 is the inaugural full marketing year in which the Future of Egypt for Sustainable
Development Agency (Mostakbal Misr) functioned as the nation's primary state wheat buyer. This
transition, which was formalised towards the end of 2024, marked the introduction of a novel
procurement architecture that deviated from the long-standing tender-based model that had
previously been employed by GASC. However, the transition occurred during a period of
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constrained foreign currency availability, stringent international credit terms, and heightened
geopolitical risks in the Black Sea region. Consequently, 2025 became a year marked by a
noticeable contraction in government import volumes, growing reliance on private traders, and the
emergence of multiple governance, operational, and reputational challenges.

A substantial decline in state wheat imports during the initial six months of 2025 has been
evidenced by Reuters. From January to June 2025, the government received approximately 1.63
million tonnes of wheat, in contrast to the 3.59 million tonnes received during the equivalent period
of the previous year, representing a decrease of 54%. The monthly patterns demonstrate the
extent of the slowdown: in March 2025, the figure was 218,775 tonnes, compared to 745,500
tonnes the previous year (Reuters, 2025d). In April 2025, the figure was 136,750 tonnes,
compared to 504,000 tonnes in April 2024. These developments indicate a substantial
deterioration in the state's ability to ensure timely arrivals within the new institutional model.

As a means of illustrating the magnitude of this decline more clearly, Figure 21 presents a
comparative overview of Egyptian government wheat imports during the first half of 2024 and
2025. The figure under scrutiny highlights the sharp month-to-month reductions experienced
under the new procurement arrangement, revealing how Mostakbal Misr's import activity
consistently lagged behind the volumes previously secured through GASC's tender system.

Figure 21 - Egyptian wheat import 2024 VS 2025
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Source: Reuters (2025b), Delayed payments, broken deals put Egypt’s state grains buyer under scrutiny.

As Miller Magazine has demonstrated, market-wide estimates also indicate a year of contraction
in 2025. According to the interview, Egypt imported 14.7 million tonnes of grains in 2024, of which
approximately 6.6 million tonnes were procured by the state and around 8 million tonnes by the
private sector. This division (approximately 45% state-owned and 55% privately owned) already
indicated a modest shift towards private participation, even before Mostakbal Misr's full transition.
However, in 2025, a marked divergence emerged, with the government's share of wheat imports
declining to approximately 30%, while the private sector accounted for around 70%. This inversion
is indicative of two key factors. Firstly, it reflects Mostakbal Misr's constrained access to foreign
currency. Secondly, it highlights the private sector's ability to navigate international markets with
more flexible financing arrangements (Miller Magazine, 2025).

The contraction of state-led imports coincided with heightened operational frictions.
Documentation by Reuters revealed a series of issues, including repeated delays in payments,
requests for renegotiation of agreed prices, and instances where Mostakbal Misr attempted to
postpone settlements following a decline in global wheat prices.
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This behaviour was described by traders as "previously unseen" within the context of GASC's
structured tendering framework (Reuters, 2025d). As indicated in parallel reports, disputes over
letters of credit, prolonged vessel waiting times, and greater scrutiny from global suppliers all
contributed to a deterioration of trust between the Egyptian state buyer and international exporters
(Middle-East Online, 2025). It is evident that such perceptions have prompted a considerable
number of suppliers to adopt more stringent contractual terms, request advance payments, and
impose risk premiums.

The Miller Magazine interview sheds light on the operational manifestation of these financial and
institutional strains. A notable case study involved nine wheat vessels that arrived in Egyptian
ports in September 2025. These consignments, initially arranged through an intermediary rather
than a direct contract with Mostakbal Misr, were unable to be discharged because the intermediary
failed to pay the shipper. As demurrage costs accumulated, the cargoes were eventually offered
at discounted prices to private importers to alleviate port congestion (Miller Magazine, 2025;
UkrAgroConsult, 2025b). The episode highlights the vulnerabilities introduced by opaque
procurement arrangements and insufficient due diligence on counterparties, as well as the
potential impact on Egypt's freight reputation and future shipping premiums.

Another significant development documented by Miller Magazine was the collapse of Egypt's
wheat flour and pasta exports in 2025. In 2024, there was significant export activity, with mills
benefitting from high utilisation rates. However, in May 2025, the government introduced a new
regulation requiring exporters to secure a 100% prepaid SWIFT transfer before obtaining customs
clearance. As competitors such as Turkey operate on standard cash-against-documents terms,
the full prepayment requirement effectively shut down the export corridor. The article reports that
Egypt's flour exports in 2025 "fell to zero," depriving millers of foreign currency revenues and
compounding the liquidity constraints already facing importers (Miller Magazine, 2025).

From a supply-origin perspective, 2025 also brought about changes in Egypt's sourcing structure.
As Miller Magazine observes, there has been a decline in Russia's share of Egypt's imports, from
74% in 2024 to 55% in 2025, while Ukraine's share has increased from 30% to 32%. Despite their
modest nature, these developments indicate the private sector's increasing influence in the
diversification of suppliers. This is evidenced by traders' responses to prevailing price conditions
and logistical opportunities, rather than to state-driven preferences.

However, this increase occurred in the context of disputes regarding the certification of origin. A
joint investigation by the Organised Crime and Corruption Reporting Project (OCCRP), iStories
and New Eastern Europe has revealed evidence of wheat shipments being exported from
Ukrainian territories occupied by Russia and certified by Russian authorities. These shipments
have been documented to have ultimately arrived in Egypt. The aforementioned investigations
have reported that the vessel Mikhail Nenashev delivered a quantity of over 20,000 tonnes of
wheat to Alexandria, with documentation listing Mostakbal Misr as the purchaser (OCCRP, 2025;
iStories, 2025; New Eastern Europe, 2025). Ukraine has designated these flows as "stolen grain."
Furthermore, Africa Intelligence reported that Kyiv was considering a ban on sales to entities found
to be importing wheat of disputed origin, and that in one case, an Egyptian trader was sanctioned
for such involvement (Africa Intelligence, 2025a; 2025b). The episode under scrutiny herein
illustrates the reputational risk inherent in procurement systems with limited transparency,
particularly when operating in conflict-affected supply corridors.

Institutional responses emerged late in the year. Reuters reported that Yousria Yusry Mohamed,
a former senior official at GASC widely respected among global traders, was appointed to a
leadership role within Mostakbal Misr to stabilise the agency’s procurement operations and re-
establish credibility (Reuters, 2025d). This intervention appears to have been positively received
by suppliers familiar with GASC’s documentation standards and payment discipline, suggesting
that integrating experienced civilian expertise into the new structure may help mitigate the trust
deficit accumulated earlier in 2025.
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Taken together, the developments of 2025 reveal both the strengths and vulnerabilities of Egypt’s
evolving procurement architecture. The sharp decline in state wheat arrivals, coupled with the rise
of private-sector sourcing, signals a system under strain. Payment delays, contract disputes,
halted flour exports, and growing international scrutiny have eroded confidence in the new model,
even as the private sector has demonstrated agility in filling gaps. At the same time, the
appointment of experienced procurement leadership and emerging signs of improved coordination
suggest that the system may be entering a phase of operational recalibration. Overall, the 2025
experience underscores the need for renewed transparency, predictable payment structures, and
clearer contracting processes if Egypt is to maintain stable access to foreign wheat supplies while
consolidating the institutional reforms initiated in 2024.

The current state of the Moroccan cereal value chain results from a complex balance between
state regulation and partial market liberalization. On one hand, a strong price support policy has
helped structure and stabilize the sector, facilitating planning by stakeholders and continuous
supply to mills. However, this relative stability masks significant vulnerabilities. Climatic variations
directly affect local cereal production, especially soft wheat, increasing the country’s dependence
on imports and exposing the sector to global price volatility.

The Moroccan regulatory framework governing the cereal sector pursues three main objectives:
protecting domestic production, ensuring a stable supply of cereals, and maintaining an
environment of free competition. To achieve these goals, the Moroccan authorities have
established a complex regulatory system based on several instruments, including support
measures for local producers, subsidies for milling companies to purchase domestic production,
and temporary restrictions on imports. In addition, tax incentives and subsidies are implemented
to facilitate imports when national production is insufficient, thereby allowing sector stakeholders
to ensure a regular supply while preserving a certain degree of freedom in importing and sourcing
cereals.

In terms of strategic reserves, Morocco maintains a national strategic reserve of cereals, primarily
soft and durum wheat, covering approximately 3 to 6 months of domestic consumption. This
strategic reserve is managed by the National Interprofessional Office of Cereals and Legumes
(ONICL). To ensure stock sustainability, ONICL employs financial incentives, such as storage
subsidies, encouraging private operators to accumulate and maintain sufficient reserves (ONICL,
2023b). The use of the emergency reserve is triggered in cases of severe shortages caused by
drought, disruptions in international imports, or excessive domestic price surges threatening food
security. The decision to release these stocks is made by an interministerial committee comprising
the Ministry of Agriculture, the Ministry of Finance, and ONICL. (Ministry of Agriculture, 2023). In
response to climatic crises (droughts) and geopolitical disruptions (Ukraine war), in 2022 Morocco
has reinforced its strategic storage policies by increasing advance stockpiling. The focus has
shifted towards proactive planning, targeting up to six months of national consumption coverage
(PwC Morocco, 2023). The government has diversified its supply sources by expanding the
number of cereal-importing countries and significantly increasing subsidy allocations to maintain
domestic price stability. Additionally, new institutional mechanisms, such as specialized crisis
management committees, have been established to enhance food security oversight (Ministry of
Agriculture, 2024).

This section is organized as follows. Section 6.4.1 presents the main public and private actors
involved in the management of strategic grain reserves. Sections 6.5.1, 6.5.2, 6.5.3, and 6.5.4
describe the principal policies aimed at ensuring a stable supply of cereals in the country. Finally,
Sections 6.5.5 and 6.5.6 present the preliminary findings from the analysis of public tenders issued
by ONICL to ensure that sufficient volumes of wheat supply the subsidized flour programme.
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These two final sections will be further expanded in the coming months of the STAPLES project
and finalized in the revised version of this deliverable.

The management of the cereal market relies on a delicate balance between government
intervention and private sector initiatives. The state sets strategic guidelines and regulates the
market through subsidies and policy adjustments, while private companies handle logistics,
storage, and cereal processing. The main actors involved are illustrated below.

ONICL is the central public agency supervising the cereal sector in Morocco. It regulates the
market and intervenes in trade mechanisms to ensure a stable supply of cereals. Its main role
consists of monitoring import flows and advising the government on fiscal adjustments to protect
national production. At the beginning of each harvest season, ONICL recommends changes in
import duties to either limit imports when domestic stocks are sufficient or reduce them when
national supply declines.

Beyond these tariff regulations, ONICL manages import quotas under free trade agreements with
partners such as the European Union and the United States, allowing wheat to enter at preferential
rates. It also administers an import support system through subsidies, including an import
restitution mechanism.

The Ministry of Agriculture, Maritime Fisheries, Rural Development, and Water and Forests is the
primary decision-making body for cereal policies. It defines and implements agricultural strategies
aimed at increasing domestic production and improving farmers’ productivity. Through initiatives
such as the Green Morocco Plan (2008-2020) and the Generation Green 2020-2030 strategy, the
ministry seeks to modernize the cereal sector by promoting farmer aggregation, irrigation, and
improved seed usage. As ONICL operates under its supervision, the ministry coordinates with the
agency on decisions regarding imports and the management of strategic reserves. It also
implements subsidies for the use of certified seeds, encourages mechanization, and supports the
organization of farmers into cooperatives to strengthen their market bargaining power.

The Ministry of Finance plays a crucial role in financing the cereal market, particularly through the
Compensation Fund, which allocates budgets to subsidize staple cereals. This support stabilizes
wheat and flour prices to preserve consumers’ purchasing power. In 2024, the government
maintained a 143 dirhams per quintal subsidy for soft wheat flour, along with the suspension of
import duties to stabilize bread prices.

The Compensation Fund reimburses millers for the difference between the production cost and
the controlled retail price of subsidized flour. This system represents a significant portion of public
expenditures, outlined annually in the finance law.

Other institutions play a key role in the cereal sector, including:

e The National Food Safety Authority (ONSSA), which ensures the sanitary quality of
imported and stored cereals. It inspects shipments at ports and enforces food safety
standards.
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o The Customs and Indirect Tax Administration (ADII), which implements adjustable
import duties based on market needs and manages preferential tariff quotas in
coordination with ONICL.

e The Ministry of Industry and Trade, which oversees the regulation of the domestic cereal
trade and may intervene to curb anti-competitive practices.

Morocco largely relies on imports to meet its cereal needs, with domestic production covering only
44% of consumption on average. Private importers secure the supply by purchasing millions of
tons of cereals annually on global markets. They also manage storage and port logistics.

These companies are represented by the National Federation of Cereal and Legume Traders
(FNCL), which includes 22 major firms specializing in import, distribution, and domestic collection
of cereals. Among the most influential are Forafric, Tria, Dalia Corp Agro, and Les Grands Moulins,
which import and process soft wheat for local markets.

The National Union of Moroccan Agricultural Cooperatives (UNCAM) brings together several
cereal and legume cooperatives. The state encourages their development by providing tax
incentives and storage subsidies however, according to Bencharif et al., actors in the cereal
production remain poorly organized. A distinction can be made between small, non-specialized,
subsistence-oriented cereal farmers and specialized cereal producers, who are more integrated
into professional representation networks such as agricultural chambers and are generally better
informed. In principle, the cooperative sector is intended to provide direct support to farmers and
protect them by competing with private cereal traders. In practice, however, the cooperative sector
has largely served administrative objectives, functioning as an operational tool for market
regulation. Additionally, cooperatives have often acted as intermediaries by purchasing cereals
from private collectors, treating them as if they were producers themselves. UNCAM also
represents cereal producers and participates in public tenders for cereal imports. Although this
union is intended to strengthen producers’ bargaining power vis-a-vis other actors in the value
chain, the weak social organization within the agricultural sector significantly limits its actual
negotiating capacity (Bencharif et al., 2009).

Morocco has over 180 industrial mills that process wheat into flour and semolina for consumption.
Some are deeply involved in the subsidized flour system, helping to stabilize bread prices, while
others focus on higher-quality flours for the food industry and export.

The National Federation of Milling (FNM) represents these companies and collaborates with the
government to ensure a smooth supply chain. It manages the distribution of subsidized wheat
quotas and monitors the quality of milled products.

Grain transportation and port storage involve the National Ports Agency (ANP) and private
logistics firms like Marsa Maroc, managing port terminals. ONICL oversees port silos and expands
storage capacities through partnerships with specialized firms, such as SOSIPO (Cereal Storage
and Import Company), operating silos in Casablanca, Jorf Lasfar, Nador, and Tanger Med.

A Grain Supply Monitoring Committee convenes during crises to assess import subsidy
adjustments. The Interprofessional Federation of Cereal Activities (FIAC) represents sector
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players and collaborates with ONICL to enhance efficiency. The General Confederation of
Moroccan Enterprises (CGEM) may commission strategic studies on grain sector challenges.
Customs Administration (ADII) enforces tariffs and import suspensions.

Morocco’s policies to ensure a stable grain supply rely on a combination of complementary
policies. Some operate on the supply side, providing incentives for wheat imports when
international prices exceed domestic reference prices (the import restitution mechanism,
described in Section 6.5.1). Others encourage importers and traders to extend their storage
periods, thereby ensuring that the country maintains continuous access to adequate wheat
volumes (the prime de stockage, discussed in Section 6.5.1). Finally, additional mechanisms
target the milling stage, offering subsidies to millers to cover the gap between their production
costs and the nationally regulated selling price of flour (illustrated in Section 6.5.3).

These policies are completed by custom duties which are suspended when there are not domestic
production and applied in the period after the harvest to protect local producers from foreign
competition. For instance, in May 2021 soft wheat duties were raised from 0 to 135% and durum
wheat duties from 0 to 170% (USDA, 2021). However, due to the sharp increase in international
soft wheat prices, the collection of these customs duties was suspended indefinably starting in
November 2021, as illustrated in Figure 22.

Figure 22 - Evolution of custom duties for soft wheat, 2016 - 2021

135% 135% 135% 135%
~ / /7 / e .
e 0% 35% g
= g _.=.-======:/{°% iy f% N 0%
—30% —30% C30% ; : e —
ler 15juin- 16acdt 18 mai lerdéc l14mai Ternov lermai TJerjuin  leroct lerjan  15mai A partir

janvier- 15ac0t 2016-17 2017-30 2017-13 2018-31 2018-30 2019-31 2019-30 2013-31 2020-15 2021-31 duler
14 juin 2016  mai 2017 nov 2017 mai 2018 oct 2018 avril 20719 mai 2019 sept 2019 déc 2019 mai 2021 oct 2021 nov 2021
2016

Source: Cour de compte, 2025

The Moroccan government’s decision to suspend wheat import duties also during the summer
months marks a significant departure from past practice. Traditionally, tariffs are raised during the
domestic harvest period—typically from May to July—to support local producer prices. This shift
was initially driven by severe drought conditions and a sharp decline in domestic output, which
was projected in 2020 to fall more than 50 percent below Morocco’s ten-year average. Production
estimates at that time forecast common wheat output at 1.65 million tonnes, durum wheat at 0.75
million tonnes, and barley at 0.58 million tonnes.

Since then, the government has continued to rely on tariff exemptions and complementary support
measures to safeguard domestic supply. From 2020, the suspension of import duties on durum
wheat was extended indefinitely in order to ensure adequate availability and stabilize domestic
prices.

ONICL provides a storage premium (prime de stockage) designed to encourage cereal operators
to maintain domestic reserves. Under Circulaire n° 423 (ONICL, 2022), stocks held by agents
licensed by ONICL—including grain merchants, cooperatives, processors, and government-
managed port silos—are generally known. These licensed agents receive a storage premium for
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wheat stored and declared to ONICL, provided that the grain is kept in facilities authorized by the
Food Safety Authority (ONSSA).

In 2021, Morocco had 168 licensed storage operators, including 163 traders and 5 cooperatives.
Collectively, these entities offered a total storage capacity of approximately 42 million quintals
across more than 230 facilities, with roughly two-thirds being warehouses and the remainder silos.
All storage facilities must meet technical requirements covering the structure and design of the
premises, handling procedures, monitoring, quality control, and the preservation and valorization
of stored cereals. In this context, a Moroccan standard for good practices in cereal storage was
approved in 2005, and in 2021, ONICL and FIAC developed a set of updated specifications for
cereal storage (ONICL, 2021).

The premium currently amounts to 2.5 dirhams per quintal of soft wheat, paid every 15 days for
wheat stored between three and six months. The premium increased to this amount (i.e. 2.5
dirham) in 2022, after a decade in which it was 2.0 dirham and has remained stable since.

This premium is not a rental fee but rather a public storage subsidy, compensating operators for
the financial cost of immobilizing wheat as part of Morocco’s strategic reserves. Together with the
import restitution scheme and the national flour subsidy, the storage premium forms an integrated
framework where the government ensures price stability and availability, while private operators
manage importation, storage, and milling (ONICL, 2023a; ONICL, 2022 ; Loi 12-94).

During the storage period, wheat quantities are considered part of the national strategic reserve
and cannot be sold or moved without ONICL'’s authorization. Once the authorized storage duration
(up to six months) expires, operators regain full ownership and may commercialize their stocks.
The premium thus compensates for the temporary immobilization of grain in the public interest,
rather than creating a permanent rent (ONICL, 2023c). The objective is to incentivize private
operators to retain wheat during periods of international price volatility without nationalizing private
stocks. The distribution of the premium is managed by ONICL via circulaires and follows a “first
come, first served” principle.

Historically, Morocco has not maintained public-owned strategic cereal reserves. Instead, policy
responses have largely relied on public financial support to private operators, ensuring continuous
access to bread at stable prices. However, starting in 2022, the government initiated a strategic
shift toward the formal development of a national wheat stock, combining both infrastructure
investments and enhanced incentives for private-sector stockholding. (USDA, 2022c). These
measures include plans to construct new grain storage facilities aimed at significantly expanding
national storage capacity in anticipation of increasingly frequent climate-related production
shocks, as well as incentives encouraging private operators to extend the duration of their stocks.

Morocco is now advancing a national strategic wheat stock plan intended to secure up to six
months of consumption. According to the FNCL, such reserves are essential to reduce external
vulnerability and to support the orderly commercialization of domestic production. The envisaged
system relies on public-sector coordination combined with private-sector execution, whereby
cereal traders finance procurement while the State assumes responsibility for storage costs
(USDA, 2025¢)

As part of this strategy, in February 2024, ONICL issued a circulaire granting the storage premium
specifically for wheat imports conducted between 1 February and 30 April 2024. The decision to
open the distribution of the premium also to imported wheat is pushed by two key factors:

- Low domestic production: domestic cereal production has strongly decreased in last 4
years. Forecasts estimate total production for the current MY 2025/26 at around 25 million
quintals, down from over 55 million quintals the previous year. To meet national demand
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and build strategic reserves, total cereal imports could reach up to 100 million quintals,
with at least 60 million quintals allocated for wheat alone, according to Moulay Abdelkader
Alaoui, president of the National Federation of Mills (FNM) (Khatla, 2024; El Ouardighi,
2025).

- Low international prices: the decision to increase the national wheat stock is closely
linked to the substantial savings that the government is expected to realize due to projected
declines in global prices in 2025. Exceptionally large global harvests, expected to reduce
procurement costs by at least 30% compared to 2024 and should enable Moroccan
importers to undertake large-scale purchases These reductions should enable the State
to lower subsidies for imported wheat purchases exceeding 270 dirhams per quintal (see
Section 6.5.1) while simultaneously extending the strategic reserve. This favorable market
environment provides private operators with the opportunity to rebuild stocks at lower
costs. In line with this strategy, the government has extended storage incentives to
importers, encouraging operators to hold up to 8 million quintals of soft wheat on behalf of
the State by the end of 2025, equivalent to approximately two months of national
consumption. These additional reserves will complement the standard 2-3 months of
stocks, resulting in a total reserve sufficient to cover five months of consumption (Khatla,
2024; El Ouardighi, 2025).

This first tender was a first step toward the establishment of a strategic cereal reserve. The initial
objective was to stock approximately 4 million quintals of cereals—equivalent to about one month
of national consumption—including 3 million quintals of soft wheat and 1 million quintals of durum
wheat. The management of this reserve was entrusted to ONICL, and procurement was structured
under a public—private partnership (PPP) model. Under this framework, private operators handle
purchases based on market conditions, while the State defines quantities and oversees stock
management. (Elafrite, 2022)

To incentivize participation, operators were offered a storage premium of up to 2.50 dirhams per
quintal per half-month, the same amount of the storage premium for domestic wheat. Although
the initial tender aimed to build reserves equivalent to one month of consumption, the medium-
term objective was to progressively extend coverage to at least three months, and ultimately six
months. Despite these intentions, the tender achieved only partial success: no offers were
received for durum wheat, and only 1.36 million quintals were secured out of the 3 million quintals
of soft wheat initially targeted (Elafrite, 2022).

Given the limited response to the first tender, ONICL launched a second call for tenders on 27
April 2022, covering the same target volumes—3 million quintals of soft wheat and 1 million
quintals of durum wheat, exclusively sourced from imports. Under this second tender, the storage
subsidy was increased to up to 5 dirhams per quintal per month, with the maximum cost to the
State estimated at 40 million dirhams.

The authorities acknowledged that the limited participation in the initial tender was largely
attributable to elevated international wheat prices at the time. As noted by representatives of the
milling industry, maintaining long-term strategic stocks during periods of high prices was financially
unattractive, particularly given the risk of subsequent price declines that could render stored wheat
uncompetitive relative to newly imported supplies. Consequently, the authorities characterized
these early tenders as “test runs” (exercices de rodage) within a gradual learning process.

Over the longer term, the strategy aims to combine publicly coordinated strategic stocks with
mandatory private-sector stocks, thereby ensuring sufficient buffer capacity to cover up to six
months of national cereal consumption and strengthening Morocco’s overall food security
framework (H.G., 2022b),

As the State is the contracting authority, it is the State that takes all decisions relating to the
management of the stocks during the period in which the storage premium is granted. Specifically,
successful bidders must communicate to ONICL, no later than the end of April 2022, the exact
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locations of the storage facilities where the retained quantities are held. According to the tender
documents, the storage premium corresponding to the first four biweekly periods of holding the
retained quantities is granted automatically to the contract holders. The premium applies to the
full quantity retained, even in the event that the stocks are partially or fully mobilized—upon
instruction from ONICL—before the end of the fourth biweekly period. With regard to payment
modalities, ONICL is responsible for disbursing the storage premium amounts owed to the contract
holders. To this end, beneficiaries must submit biweekly declarations in accordance with ONICL’s
prescribed formats, accompanied by supporting documentation demonstrating compliance with
the contracted quantities and storage durations. Beyond the two-month storage period defined
under the scheme, contract holders may freely dispose of any quantities that have not been
mobilized, without entitlement to further compensation (H.G.,2022a)

Morocco ensures the stability of bread prices through a subsidized national flour program. Two
categories of subsidized soft wheat flour are recognized: national flour (Farine National de Blé
Tendre, FNBT) and special flour (Farine Special de Blé Tendre, FSBT). Extraction rates are fixed
at 81 percent for national flour and 74 percent for special flour. FSTB is destined exclusively to
Southern Province of Marocco and have a heavily subsidize programme compared to the FNTB
(which can also be sold in Southern Provinces), to take into account the different socio-economic
conditions of this area.

Figure 23 illustrates the current structure of Morocco’s FNBT and the associated price regulation
mechanisms. At the upstream level, producers supply domestic soft wheat under a guaranteed
production price, annually fixed. Imports of grain complement domestic production and enter the
system primarily through the import restitution schemes (see Section 6.5.1). As said, in normal
year high customs duties apply to grain imports, reflecting the protective role of trade policy,
however since 2021 the duties are not-applied.

ONICL interacts closely with cooperatives (CMA) and their union (UNCAM), which play a semi-
public role in the collection and channeling of domestic wheat. A system of quotas governs the
allocation of wheat to industrial mills. Mills purchase wheat at a fixed price and sell FNBT flour at
a fixed factory selling price. FNBT flour is distributed to wholesalers and retailers, both of grain
and flour, operating under fixed margins established annually. The retail price of FNBT flour is
also fixed, ensuring affordability for households. Bakeries and other food industries purchase flour
at controlled prices and sell ordinary bread at a regulated price (1.20 MAD per loaf), reinforcing
the social objective of price stability.

In parallel private traders import grain not destined for the subsidized FNBT program. While FNBT
prices are administered throughout the chain, higher-quality flour (“farine de luxe”), produced with
a lower extraction rate (67%) and is commercialized within the same value chain but without
administered prices.
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Figure 23 - Supply Chain of FNBL

Filiere Nationale de Blé Tendre Prodnctonrs , , ,
{comfingent d' ] million de T de blé tendre) Prix de production garanti
Importations de grains
Importation de grain
¥
| Commercants
| @s
Droits de donane élevés Quota Semouleries Prix achat uzine FNBT fixe Tmp ons
| ¥ ethinoterie g de grains
Importation de grain mdus?ﬂﬂ Prix vente uzine FNBT fixe
L) —— l
"
,,,,,,,,,,,,,,,,,,,,, ; Grossiste faine | | Détallant gain

' :
EBoulansene E ¥
et aufres industrias  (A===s==ssssssssccscasasaas * Détaillant farine
alimentaires ¥
Marge FNET fixe

T
Priz fixepainordfnaire = cesesssesssssssssssees— H
*********************
Ir Prix détail fixe de la farine

Légende |
grain
B Oreisation pubtique [ Organisaton semmi-publique. | Secteur rivé entrant  -..p, e

Source: Bencharif et al., 2009

The State, through ONICL and price controls, has a central role in managing domestic supply,
regulating prices at multiple stages of the value chain. For each marketing campaign, ONICL sets
the conditions for the purchase, sale, and use of soft wheat intended for the production of
subsidized flour, notably:

o the conditions for supplying industrial mills with wheat intended for the production of
subsidized flour;

¢ the conditions for remunerating storage, maintenance, and management costs;
the cost and price of subsidized flour and the amount of the milling margin;

o the conditions for manufacturing subsidized flour, determining and controlling its quality,
as well as the conditions for its packaging, sale, and use.

In 2025, Morocco introduced a major reform of the subsidized flour system through a joint
ministerial decree issued by the Minister of the Interior, the Minister of Agriculture, and the Minister
Delegate for the Budget. The decree establishes a more stringent regulatory framework governing
the procurement of soft wheat used in the production of subsidized flour, while reaffirming ONICL
as the central coordinating authority. For this marketing year, the State plans to produce a volume
of 6.26 million quintals of subsidized flour (Cour de compte, 2025).

The new framework confirmed that all purchasing of soft wheat intended for subsidized flour
should be conducted exclusively through tenders organized by ONICL. It should be noted that
these tenders are origin-neutral: bidders are free to source wheat domestically or internationally,
provided that the wheat is available within the required timelines, properly documented, and fully
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compliant with ONICL'’s technical and regulatory requirements. Therefore, there are three possible
sourcing situations (i) the wheat may be from the domestic harvest; (ii) from available stored wheat
already sourced locally or imported; (iii) to be supplied via imports. When the offer concerns wheat
that is already available at a Moroccan port, the wheat must be physically arrived at the port and
supported by official port documentation proving its arrival (attestation of berthing or anchorage
date). Depending on the local harvest, the share of imported wheat and domestic wheat used for
subsidies flour can substantially change. For instance, in 2012 the share of domestic wheat for
FNBT was 68% and in 2013 it was 87% (Cours de compte, 2014). Subsidized flours are produced
by industrial mills, which currently are 200, of which 154 are dedicated to soft wheat.

Regardless of origin, all wheat—whether domestic or imported—must meet the same quality,
sanitary, and phytosanitary standards set by Moroccan regulations and ONICL. Imported wheat
delivered directly from ports is subject to the same quantity and quality controls as locally sourced
wheat, and ONICL reserves the right to verify availability and compliance at any stage.
Participation in these tenders is limited to licensed cereal traders, cooperatives, and cooperative
unions that are officially registered in accordance with Law No. 12-94.

The procurement mechanism is based on a price-differential system rather than direct price
competition. For the 202526 season, the State sets a fixed reference selling price of 258.80 MAD
per quintal, delivered to the mill (i.e. inclusive of transport, storage, and delivery costs). It should
be noted that the reference price remained unchanged in more than a decade (Cour de Comptes
2014, Cour de compte; 2025). Bidders compete by offering either a discount payable to ONICL or
a premium to be paid by ONICL to the supplier. Prices may be adjusted according to quality, and
wheat that fails to meet the applicable technical specifications may be rejected.

Beyond compensating suppliers, the government covers transport, handling, and redistribution
costs up to the designated distribution centers. The State continues to finance the transport of
subsidized flour from mills to designated distribution centers, recovering only a symbolic
contribution of 0.50 MAD per quintal from millers, and fully covers handling and delivery costs for
supplies destined for southern regions. In addition, the State compensates mills for the difference
between the acquisition cost and the regulated retail price of flour through subsidies administered
by ONICL. Milling margins are strictly regulated and standardized at 31.25 dirhams per quintal for
national flour and 31.61 dirhams per quintal for special flour. The selling price of bran remains
fixed at 150 MAD per quintal while the maximum retail price of national flour is capped at 200 MAD
per quintal, regardless of purchase volume. In the southern provinces, significantly lower price
thresholds apply to reflect logistical constraints and social policy objectives. In these regions, the
retail price of national flour is reduced to 100 dirhams per quintal. The ex-factory price of national
flour is limited to 182 dirhams per quintal outside the southern provinces.

Packaging and distribution rules for FNBT and FSBT have also been standardized in order to
prevent the illegal diversion of these products into the private bread supply chain. Subsidized flour
must be packed in 50-kilogram net bags at the mills’ expense, except for deliveries to the southern
provinces (in which costs are covered by the State). Each bag must display the regulated selling
price and feature a 10-centimeter green stripe on each side. To prevent misuse and ensure that
subsidized flour reaches the intended consumers, a traceability system has been introduced. Each
bag is numbered and sealed, allowing full monitoring of production, packaging, and distribution
(Ukragroconsult, 2025; Madiha, 2025).

Morocco’s FNBT and FSBT system is based on a complex mechanism that finances the gap
between the actual cost of soft wheat—including procurement, transportation, storage, and
processing—and the regulated retail price of subsidized flour sold to consumers (Compensation
Fund, 2023). The system is designed to guarantee local farmers a minimum income through fixed
producer prices, while protecting consumers from increases in production and import costs by
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maintaining controlled consumer prices. However, this approach entails significant costs for the
public budget. The estimated cost of producing 100 kg of FNBT is approximately 325 MAD, while
the official consumer price is fixed at 200 MAD per quintal, with the State covering the difference.
In 2021, the compensation cost for domestically produced soft wheat and flour amounted to MAD
1,506 million (including the storage premium but excluding the import restitution scheme),
compared with MAD 1,289 million in the previous year. This represents an increase of 17 percent,
driven by higher collection and storage premiums for soft wheat and a larger volume collected
relative to the previous campaign. Following the reactivation of the import restitution system for
soft wheat in 2021, the subsidy cost for imported soft wheat reached MAD 1,350 million. As a
result, the total subsidy cost for soft wheat—both domestic and imported—and nationally produced
soft wheat flour amounted to MAD 2,856 million in 2021 (Compensation Fund, 2023)

The management of grain supplies for subsidized flour is conducted through public tenders
supervised by the ONICL. Before each annual campaign, ONICL publishes a Call for Expressions
of Interest (AMI) to identify eligible operators who can participate in upcoming tenders. Only
companies duly registered with ONICL, in accordance with Law 12-94, can submit bids. Article 11
of this law requires all grain and legume traders to file a declaration of existence with ONICL,
specifying their storage facilities before beginning operations. This registry enables prior
authorization of merchants, cooperatives, and millers to participate in public procurement
contracts.

Each tender specifies the quantity of grain required (often soft wheat) and its intended use (e.g.,
supplying mills for subsidized flour production). For instance, in July 2023, ONICL launched a
tender for 1,308 million quintals of soft wheat for the production of subsidized flour. The
specifications document (CPS) details the requirements, including the quality of wheat (bread-
making wheat, sanitary standards), its origin (local production, available stock, or imported grain),
and the delivery schedule to mills. Bidders must submit a provisional deposit (bank guarantee) of
5 dirhams per quintal for the maximum volume they propose to supply. This ensures the reliability
of bids and is refunded to unsuccessful bidders.

The selection criteria are primarily based on the price per quintal of wheat, with the objective of
minimizing costs for the state. All bidders meeting the administrative (ONICL declaration, deposit)
and technical (storage capacity, grain quality) conditions are compared based on their price offers.
ONICL awards contracts to the most economically advantageous bids until the required quantity
is met. The awarded volume may be split among multiple bidders depending on their pricing and
supply capacity. Following the selection, ONICL notifies each operator of their allocated quantity.
For example, in the June 2022 tender, ONICL published a transcription report listing the allocated
quantities and prices for transparency.

Once contracts are awarded, suppliers must deliver wheat under the agreed conditions (typically
free-on-board to designated silos or mills). ONICL monitors compliance in terms of delivered
quantity, grain quality, and adherence to deadlines. In case of breaches, the bank guarantee may
be forfeited, and sanctions imposed as per ONICL’s procurement regulations (November 26,
2014). The entire administrative procedure is thus strictly regulated, from the call for tenders to
contract execution, ensuring transparency and supply security.

The management of public procurement for cereal supply of the subsidized flour in Morocco is
based on various types of tenders, each meeting specific requirements dictated by the
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procurement strategy of the ONICL. These mechanisms are governed by Law 12-94 and
associated regulations (ONICL, 2022).

The open tender is the most common modality. It allows any trader registered with ONICL to bid,
provided they meet administrative and technical criteria, including storage capacity and
compliance with specifications. For instance, in July 2023, a tender was issued for 1.308 million
quintals of soft wheat intended for subsidized flour (ONICL, 2023a).

The restricted tender is used less frequently and generally concerns pre-qualified operators
through a call for expressions of interest (AMI). This approach is applied when competition
requires specific requirements in terms of logistics or storage capacity. In 2024, ONICL launched
an AMI to determine the list of participants in future tenders for cereal and derivative product
supply (ONICL, 2024).

Direct contracts (negotiated procurement) are exceptional and reserved for emergency situations
where rapid procurement is essential. For example, during the supply crisis of 2007, ONICL
resorted to direct negotiations to ensure the availability of soft wheat for subsidized flour (World
Bank, 2023).

Depending on market conditions, tenders can be fixed-price or indexed-price. In the former case,
ONICL sets an administered price, and competition is based on the subsidy requested. In 2023,
the government applied this system for barley distributed to farmers at 200 DH/quintal, with the
subsidy determined by the difference between the administered price and actual purchasing and
transport costs (ONICL, 2023a).

Indexed-price tenders fluctuate according to global market prices. This model was applied in 2022-
2023, where ONICL adjusted the import compensation premium monthly based on international
market price indices, notably Euronext/MATIF for soft wheat (FAO, 2023).

The frequency of tenders depends on several factors: national harvests, climatic conditions, and
global price trends.

During the harvest season (June-July), imports are limited to prioritize the collection of local wheat,
encouraged by a support price set by ONICL (typically around 300 MAD/quintal for soft wheat).
After evaluating stock levels in the autumn, import tenders may be launched to fill any deficit (HCP,
2023).

In an average harvest year, tenders are spaced out (approximately quarterly). However, in times
of crisis or insufficient harvests, such as in 2022-2023, monthly tenders may be organized to
ensure a regular supply (FAO, 2023).

Public cereal procurement in Morocco adheres to strict criteria regarding origin, quality, and
sanitary compliance.

Free trade agreements influence the selection of origins. Morocco has preferential tariff quotas
with the European Union and the United States, leading ONICL to reserve certain tenders for
these suppliers (USDA, 2024). However, outside these quotas, the Moroccan market remains
open to international competition, particularly from the Black Sea region (Russia, Ukraine)
(Reuters, 2023).

Sanitary compliance is another decisive criterion. The National Office for Food Safety (ONSSA)
imposes strict standards on humidity, impurity content, and the presence of harmful organisms
(ONSSA, 2023). Non-compliant bids are systematically rejected.
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The import restitution scheme (mécanisme de restitution a I'importation) is an important financial
mechanism supporting Morocco’s cereal price-stabilization policy. It is a long-standing policy, first
established by Decree n° 2-69-313 of 1969 and later revised by Decree n° 2-98-365 of 1999,
designed to compensate importers for the gap between international wheat prices and the
domestic reference price.

The mechanism operates through a flat-rate import subsidy (prime forfaitaire a 'importation) paid
by the government to compensate importers and industrial millers whenever the landed import
cost of soft wheat (prix de revient sorti port) exceeds the domestic reference price of 270 dirhams
per quintal but is not fixed permanently. This benchmark is periodically revised by ONICL and the
Ministry of Economy and Finance based on a baseline price calculated every two weeks on
prices assessed from four origins (USA, France, Argentina, and Black Sea). The restitution
premium, calculated monthly from international wheat quotations, is financed through the Caisse
de Compensation and implemented by ONICL, ensuring price stability for consumers while
protecting domestic milling operators from import-cost volatility (ONICL, 2008). With regard to the
method for calculating the flat-rate premium, ONICL calculates the amount of the premium each
month on the basis of the types of wheat. The average reference cost used to calculate the flat-
rate premium corresponds to the average of the two lowest cost prices among the calculated costs
for wheat originating from Germany, Argentina, France, and the United States, provided that the
difference between the two lowest costs does not exceed 30 MAD per quintal. If this difference
exceeds 30 MAD per quintal, the average reference cost used for the calculation corresponds to
the monthly cost of the lowest-cost origin plus 15 MAD per quintal. In both cases, the flat-rate
premium reimbursed by the State corresponds to the difference between the average cost at port
exit for the month and the fixed reference price of 270 MAD per quintal.

This mechanism, periodically suspended and reactivated according to market volatility and
domestic production, has been was constantly implemented since 2023 in response to the sharp
flow in global cereal prices following the war in Ukraine, with the aim of mitigating the impact of
import-cost and maintaining the regulated flour and bread price (ONICL, 2008; Ministere de
I'Economie et des Finances, 2023) which compensates for price disparities on the global market
to stabilize domestic prices.

The analytical distinction between Strategic Grain Reserves as instruments for price stabilization
and as emergency food reserves illustrated in section 5 provides the conceptual framework for
assessing reserve systems in Egypt and Morocco. Both countries operate in a context
characterized by high wheat consumption, structural dependence on imports, and recurrent
exposure to international price volatility and supply disruptions. As a result, their grain reserve
policies reflect a combination of these two functions, albeit with different institutional
arrangements, policy priorities, and operational outcomes.

In Egypt, where wheat is central to a large-scale food subsidy program, public grain stocks have
historically played a prominent role in both stabilizing domestic markets and ensuring the
continuous supply of subsidized bread. Reserve management is therefore closely intertwined with
price policy, fiscal sustainability, and social protection objectives. Morocco, by contrast, relies
more heavily on market-based mechanisms, with strategic stocks serving primarily as a buffer
against external supply shocks and short-term market disruptions, while price stabilization is
achieved largely through trade and subsidy instruments.

In conclusion, the comparison between Egypt's and Morocco’s cereal procurement and
stockholding systems highlights two distinct models of state involvement in food security
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management. Egypt relies on a highly centralized, state-managed procurement system, in
which the government directly purchases domestic wheat at administered prices, owns and
operates large public storage infrastructure, and maintains strategic reserves under full public
control. This model prioritizes state sovereignty over food supply, price stabilization through direct
intervention, and guaranteed outlets for domestic producers, but it also entails substantial fiscal
costs, operational rigidities, and exposure to inefficiencies in storage and logistics. By contrast,
Morocco has adopted a public—private partnership (PPP)-based approach, in which the State
defines strategic objectives, regulates quantities, and finances incentives—such as storage
premiums and import price-compensation mechanisms—while leaving procurement, storage, and
logistics largely in the hands of private operators. Rather than owning stocks outright, the
Moroccan government mobilizes private storage capacity and capital, temporarily immobilizing
grain in the public interest. This system offers greater flexibility, limits public investment
requirements, and allows rapid adjustment to international market conditions, but it also depends
heavily on market signals and the willingness of private actors to participate. In addition, according
to a study of the Conseil de la Concurrence of 2024, although the subsidy policy is relatively
effective in cushioning the fluctuations, it imposes a significant budgetary burden on the State,
which could become unsustainable in the long term in a context of growing budgetary pressures
and the need to invest in other strategic sectors (Conseil de la Concurrence, 2024).

Ultimately, the Egyptian model reflects a state-centric conception of food security, while the
Moroccan model embodies a market-oriented but state-steered framework, illustrating two
contrasting policy responses to the shared challenge of securing cereal supplies under increasing
climatic and geopolitical uncertainty.

In several agricultural products markets, including grain markets in MENA countries, producers
are generally small-scale and geographically dispersed. These markets are characterized by
market information asymmetries and smallholders face substantial yield variability, with little or no
access to risk management instruments. In addition, rural borrowers are rarely able to provide
assets acceptable to formal financial institutions as collateral, due to low capitalization and poorly
functioning land tenure systems. Together, these factors limit access to finance which results in
lack of liquidity, availability of working capital and investment capacity in the rural economy.
Moreover, and most importantly for the purposes of this report, poor access to finance forces most
small farmers to sell their produce during the immediate post-harvest period, when prices are
lowest. This dynamic erodes the purchasing power of poor households and exposes them to food
insecurity during the lean season (Coulter and Onumah, 2002). Solutions and innovations that
facilitate market exchange by reducing transaction costs and addressing information asymmetries
can therefore generate substantial benefits for agricultural trade in Africa (Coulter and Onumah,
2002).

One commonly proposed solution to these constraints is the establishment of a warehouse
receipting system (WR or WRS). Warehouse receipts (WR) are documents issued by warehouse
operators as evidence that specified commodities of stated quantity and quality, have been
deposited at particular locations by named depositors. Depositors may include producers, farmer
groups, traders, exporters, processors, or other individuals or corporate entities. The warehouse
operator holds the commodity under safe custody and is legally liable for any loss in value due to
theft, fire, or other catastrophes, while holding no legal or beneficial interest in the stored goods.
Warehouse receipts may be transferable, allowing them to be passed to a new holder—such as
a lender, when the commodity is pledged as loan collateral, or a trade counterparty—who is
entitled to take delivery upon presentation of the receipt (Coulter and Onumah, 2002). WRSs can
be a component of Supply Chain Finance solutions. Working Capital, always a key indicator of
companies' short-term liquidity needs, is the starting point for an overview of the world of Supply
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Chain Finance (SCF). Supply Chain Finance is the set of solutions that allow a company to finance
its working capital—derived from operating activities or current investments—by leveraging its role
within the supply chain in which it operates and its relationships with other stakeholders.

Warehouse receipt systems perform several key functions. First, they improve access to finance
by transforming physical commaodities into financial assets that can be used as collateral for loans
(Giovannucci et al., 2001). This is particularly important for smallholder farmers, who often lack
conventional collateral such as land titles. By using warehouse receipts, farmers can obtain short-
term credit to support household consumption or investment in the input for the subsequent
planting season (Lacroix and Varangis, 1996).

Closely related to this function, a reliable WRS enables farmers to extend the sales period of
perishable products beyond the harvest season. Professional storage facilities allow producers to
delay sales until later in the season, when prices tend to rise. This practice can increase farmers’
incomes and contribute to long-term price stabilization (World Bank, 2019). By offering an
alternative to immediate farm-gate sales, warehouse receipt systems help moderate seasonal
price volatility, benefiting both producers and consumers and contributing to a more stable food
supply throughout the year (World Bank, 2016).

Another important function of WRS for grains is the reduction of post-harvest losses, which are
often high under traditional on-farm storage systems, such as shonas in Egypt. Grains stored at
home are vulnerable to pests, diseases, and environmental hazards such as rain or floods.
Collective storage in commercial warehouses provides a safer alternative, as professional
fumigation, cleaning, and drying services significantly reduce crop deterioration and quality
degradation (World Bank, 2016).

In addition, warehouse receipt systems strengthen farmers’ market power through aggregation.
By consolidating small quantities of grain into larger and more uniform lots, collective storage
enables smallholders to access higher-value markets. Aggregated stocks are more attractive to
large-scale processors, exporters, and institutional buyers who require consistent quality and
volumes that are difficult to achieve through individual on-farm storage (World Bank, 2019; Coulter
and Onumah, 2002). However, WRSs are often failing to benefit smallholders in developing
countries due to transaction costs and problems with risk reallocation (Miranda et al., 2019).

Beyond their role in financing, warehouse receipt systems and collective grain storage more
generally can support the management of strategic food reserves. For governments, collective
storage offers a cost-effective mechanism for managing national stocks, generating reliable data
on stock levels—an essential element for forecasting shortages, strengthening food security and
improving public procurement (Coulter and Onumah, 2002).

Reflecting the importance of WRS, the World Bank considers the availability of these systems as
one of the indicators used to measure farmers’ access to finance. The Enabling the Business of
Agriculture report (World Bank, 2019) includes a dedicated Warehouse Receipts Index to
benchmark regulatory environments across countries. This index evaluates five legal and
operational characteristics: (1) the existence of a specific law governing warehouse receipts; (2)
performance guarantees, such as insurance or indemnity funds, to protect against fraud or
negligence; (3) negotiability of receipts; (4) recognition of paper and/or electronic warehouse
receipts; and (5) mandatory content requirements, including issuance date, storage location, and
commodity description. According to the 2019 report, only Canada, Peru, and the United States
received the maximum score for accessing finance through such systems. In contrast, many low-
income countries, such as Liberia and Sierra Leone, have scored poorly due to a total lack of WRS
regulations while

According to Lacroix and Varangis, (1996), the use of warehouse receipts remains limited in many
developing and transition economies due to persistent institutional and structural constraints. In
fact, WRS option is attractive only when farmers expect that seasonal price increases will outweigh
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storage costs, interest payments, and WRS fees. In many developing and transition countries,
these expectations are often not met. Government price support policies are sometimes designed
to reduce price volatility by setting fixed prices for most of the post-harvest period and applying
them uniformly across regions. In addition, real interest rates are often high, making borrowing
against inventories economically unviable, as borrowing costs cannot be recouped through
seasonal price increases. Overall three most prevalent challenges are identified by the authors:

- limited incentives for private storage development resulting from government intervention
in agricultural markets, particularly through price-setting mechanisms that do not reflect
spatial and temporal price variation;

- the absence of an adequate legal, regulatory, and institutional framework to support
warehouse receipts; and

- limited familiarity with warehouse receipts within the commercial and banking sectors
(Lacroix and Varangis, 1996).

Preliminary analysis suggests that the first of these challenges represents the key obstacle to the
implementation of warehouse receipt systems in Egypt and Morocco. While a comprehensive
assessment will be conducted in the next deliverable (M33), initial findings indicate that both
countries share constraints related primarily to the role of government and the extent of
intervention in agricultural markets. As said, for delayed sales to be attractive, post-harvest prices
must rise sufficiently to cover storage and financing costs. This condition is rarely met when
governments maintain stable, seasonally subsidized prices. Governments seeking to implement
WRS must therefore avoid interventions that make private storage not cost-effective, while
simultaneously identifying alternative, market-consistent policy instruments (Giovannucci et al.,
2001).

In Egypt, the State—through GASC and related agencies—is the sole purchaser of domestically
produced grains and it sets fixed annual procurement prices. This significantly constrains the
development of warehouse receipt system. Prices are fixed for the entire season, and the
procurement windows are limited, leaving little scope for storage beyond quantities retained for
household consumption. While more than half of the harvest is reportedly not collected by the
government and a significant, though unquantified, share of household-stored grain is sold
informally, the absence of a formal and supportive legal framework precludes the development of
WRS: warehouse receipt systems require explicit legal recognition of receipts as documents of
title in order to function as secure loan collateral therefore cannot be applied to grains which is
illegally sold.

In Morocco, government involvement in grain markets is also substantial. As illustrated in Section
6.5, key policies include the setting of reference prices and close regulation of all stages of
subsidized flour production. The share of domestic wheat allocated to subsidized flour production
varies annually but typically exceeds half of total output (68 percent in 2012; Cour des Comptes,
2014). Through ONICL, the government also provides storage premium that incentivize private
traders to hold wheat stocks. While this mechanism supports private storage, preliminary research
suggests that systems directly benefiting farmers—particularly smallholders—are not widespread.
Although among the entities that are authorized by ONICL to store wheat there are five
cooperatives. In case these cooperatives are farmers cooperatives they could, in principle, offer
opportunities for collective storage to their members and participate in systems similar to WRS.
This issue will be explored further in subsequent stages of the analysis to better assess the actual
presence of any collective storage solution and particularly the space for WRS. Moreover, for both
Egypt and Morocco, the potential of WRSs will be considered against more common alternative
Supply Chain Finance solutions, like input credit from suppliers and input dealers, or advance
payment and input prefinancing by buyers.
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Given the central role of public procurement in ensuring the continuity of grain supply chains, the
next version of this deliverable will further elaborate operational recommendations for
stakeholders involved in the management of public tenders. The cost of maintaining public stocks
is highly sensitive to the efficiency of supply chains and to the design and implementation of
tendering procedures. In countries that rely heavily on public procurement to secure cereal
supplies, even small improvements in tender terms, timing, transparency, or competitive
conditions can translate into significant fiscal savings and efficiency gains.

In the MENA region, where cereal supply chains are largely dependent on imports, improving the
performance of public tenders is closely linked to enhancing overall import efficiency, including
the ability to procure adequate quality grain at the lowest possible cost. For this reason, the
forthcoming analysis will focus on identifying areas where adjustments to procurement practices
may generate outsized benefits, without presupposing specific outcomes at this stage.

The next iteration of this deliverable will also expand the assessment of procurement-related
bottlenecks, including exposure to external shocks, logistical constraints, storage capacity, and
the availability and transparency of market data. Particular attention will be given to the
accessibility of information on tenders, strategic reserves, and subsidy mechanisms, as data
availability is a prerequisite for effective policy design and market participation.

Overall, the purpose of the next phase of work is to provide a structured basis for developing
evidence-based, operational recommendations in the revised version of this deliverable,
recognizing that in systems where public tenders play a pivotal role in food security, incremental
improvements can have a substantial impact on both supply stability and public expenditure.
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