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Abstract

This paper aims to present a proposal to replace the existing food subsidy program that is
distorted and did not help in poverty alleviation. The proposed alternative program is the
negative income tax that is based on providing direct cash transfers to the families that fall under
the tax exemption limit. In this research we go through poverty, employment and wages statistics
and data, along with the development of the food subsidy program and its cost. We conclude that
despite the long history and the several forms of the food subsidy program and the high coverage
of the food subsidy program, it was not accompanied by a decrease in poverty rates, and this is
mainly due to the philosophy of the program which is not poverty alleviation but providing a
minimum level of food rations to the population.

Compared to the results of conditional cash support programs, we find that these programs have
a better impact in improving the standard of living of the beneficiary families, and we have
proposed providing a Negative Income tax as an alternative to the existing food subsidy system,
which will contribute to reducing poverty directly and eliminating extreme poverty in addition to
creating savings in the state budget, as the cost of implementing a negative income tax is 40%
less than the cost of the existing food support program, and the researcher recommends that a
pilot project be implemented to assess this system in the poorest villages.
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