


The study contains five chapters peside the introduc-
rion and summary s the first chapter deals with the relationship
between agriculture and the economy s the second chapter concerned
with the nistorical evolution of aqricultural price policy during
the period (1914-86) , while the third chapter concentrates on
the different pricing alternatives;, the fourth chapter care of
the economic effects of the governmental interQention in the
agricultural price policy. finally the fifth chapter examine the
role of aqricultural prices in directing the agricultural produc-—

tion.

Aqriculture and the cconomy s

This part examined the relative importance of agricul-
ture in the economy, the study showed that the agriculture's shar¢
of national income decreased from 32 percent in (1976/68) to 19
percent in (1983/84). The agricultural employment has also dec-
reased from 50 percent in (1967/68) to 34 percent in (1983/84) of
the total employment. As for foriegn trade, agricultural exports
comprised about 77 percent of that total exports in 1968 and
about 20 percent in 1983, while agricultural imports reached
22.4 percent and about 10.5 percent of the total imports in 1968
and 1983 respectively. As for agricultural expenditures, the
study jndicated that the agriculture's has decreased from 6.5
percent of total current expenditures in (1970/71) to 3.5 percent
of that total in (1986/87), The wages represented about 39 and
18 percent of agricultural current expenditures in (1970/71) and

(1986/87) respectively, put the share of agriculture amounted



to 8.5 percent of total capital expenditures in (1970/71) and
7.7 percent of that total in (1986/8?). The expenditures elasti-
city of agriculture reached about 0.77 and 0.59. Computed in
current prices-by using linear and log mathematical models res-
pectively, but reached apout 1.2 as a capital expenditure by
using the same models. The study showed that the agricultural
subsidy represented about 11 percent of the total subsidies as
average during the period (1970/71—1986/87). By using leontief's
table, the study‘indicated that the value of agricultural inputs
is estimated at L.E 1820 millions while the value of agricultural
outputs amounted to L.E. 6407 millions and the added-value for
agricultural sector amounted to L.E. 4578 millions.

The historical evolution of agricultural price policy:

The study showed that the price policy for agricultural
crops has passed three stages; the first stage ig from 1914 to
1952, in this stage the farm prices has strong: fluctuations and
there was no determined agricultural price policy- The economic
policy contained some legislations to put upper limit on the
cultivated area of cotton toO prevent 1t prices from depression,
and to put lower limit on the cultivated area of cereals, esp~
ecially wheat and barely, to satisfy a part of domestic consump~
tion particularly during the world wars. Other legislations
aimed at determining prices of some consumption goods. The
second stage is from 1952 to 1962, in this period cotton prices
Jecreased and the inventory increased, therefore the government
continued to put upper 1imit on the cultivated area and canceled

the Contracters stock Market in Alexanderia during the period of



_(1952—55). The Egyptian committee for cotton bought and sold

cotton in this period, in 1955 the contracters stock Market re-
opened until 1967 where it canceled again. The third stage is
from 1962 to 1936 where the Cooperative system wWas applied.
according to this system cooperative production quotas (differ
from one CIOP to another} are handled toO the state at fixed price
as for the price policy for aqricultural inputs, the
study showed that starting from 1964 all production, importation
and distribution of fertilizers are controlled py the state. The
ministry of agriculture determines +he fertilizer distribution
rates for all regions and crops at prices lower than the actual
costs, these prices are equal across all areas. The state has ful
control of distributing cotton and sOY beans seeds. and partial
control on wheat, rice seeds. Maizé. vegetable and fruit gseeds
pelong to private sector, the price of distributed geeds bY the
gtate 1is slightly below actual cost. Finally as tO pesticides,the
governmental intervention started in 1961, that state distribute
the pesticides accoxrding to actual cost, in the same time subsi-
dize cotton, onions, SOY beans pesticides.
The different approaches for determination the farm prices:

This chapter examine the djfferent approaches determinir
prices of cotton, wheat , maize, rice., proad beans., lentils, groul
nuts, sesame, suger cane and winter onions during the period
(1968-84) . The study indicated that the actual farm prices are
jess than the calculated prices by the parity price formulas that
used the ratlo petween the index number for cost of 1iving and £l

jpndex number for wholesale prices. The study has also indicated



that the actual farm prices for the main crops (cotton, wheat ,
maize, rice) are less than the calculated prices by using most
of the alternative methods. The correlation petween the rate of
ijnflation and the rate of increasind in actual and calculated
prices amounted to 0.77 for the calculated prices using the par~
ity price formula-that used the index number for cost of 1ivind:
this means that the actual prices don't reflect the rate of
inflation in the Egyptian economy. The study also showed that
the terms of trade for agricultural crops DY using the ratio of
farm prices to costs per unit and to world prices has decreased
speCially after the open door policy that has been applied since
1974.

The economic effects of governmental intervention in agricultural

policy

This chaﬁter aims at jnvestigate the impacts of governmen-
tal intervention on producers. consumers and state for wheat ,maiz
rice, cotton, broad beans, lentils, sugar cane and winter onions
during the periocd of 1976-83. The study showed that the net sociz
loss amounted tO L.E. 220.5, 26.1, 216.7, 137.6, 6.5 7.33,81.4
and 87.8 millions for the eight crops respectively as a lower
1imit, and L.E. 337.3, A8.6, 264.1, 137.6, 11.5, 7.33, 127.2
and 140.5 millions annually for the same Crops respectively as tt
upper limit. Loss in producers welfare totaled L.E.177.8,130.2,
425.1, 542.5;, 28.5, 1.7, 177 and 186.1 millions annually for the
game Crops as a lower limit compared to L.E. 189.4, 148.5,450.8,
542.5, 28.5, 1.7, 209 and 234.3 millions ags the upper limit,
consumer welfar has increased by about L.E. 325.2, 102.6, 147.1,

193.7, 14.9, 9-6

45.Eiand 41.9 millions annually for the same



eight CIOPS respectively as a lower limit compared to L.E.

430.5, 106.6, 168.9, 193.7, 19.9, 9.6, 59.1 and 45.9 millions for
the same CIOpS as the upper limit. Meanwhile the loss in foriegn
exchande reached about L.E. 622, 196.6, 641.9, 437.8, 22.6, 21.6
239.8 and 233.6 millions annually as a lower limit compared to
L.E. 958, 209.9; 809.1, 437.8, 40.2, 21.6, 376.3 and 36.9 mill-
ions as the upner 1imit for the eight crops respectively. While
the government revenue has increased for rice, cotton, broad
beans, sugar cane and winter onions. 1t amounted to L..E. 12.6,
211.2, 2. 36.6 and 52.1 millions for these five crops respectiv-
ely, and has decreased for wheat, maize and lentils amounting to
L.E. 473, 11.5 and 15.4 millions respectively. This means that
the agricultural policy is @& discriminative in favor of consumers
against producers and that the agricultural sector is heavily

taxed.

Agricultural prices and their effects in directing the

agricultural production

This section of the study deal with the impact of pric-
ing alternative methods on cropping pattern. six models of linear
programming were constrncted, the first model used the world
prices with absence of the organizatory constraints, the second
and third models used the local and world prices respectively
with maximum constraints for the cultivated area of crops of higt
net revenue (sesame, tomatoes, potatoes, groundnuts, lentils
winter onions, long parseem) , the fourth and f£ifth models used
the local and world prices respectively with minimum constraints
for the cultivated area by traditional Crops to insure ftotal or

some of local consumption,and the sixth model used world prices

e



for strategiC crops (cotton, rice, wheat) and local prices for
the other crops with maximum constraints for cultivated area bY
nhigh net revenue crops and minimum.constraints for cultivated
area DY traditional Crops-

The results showed that the net revenue amounted to L.E.
23039, 1759, 2428, 2068, 520% and 1889 millions for the gix models
respectively compared to about L.E. 1404 millions for the actual
cropping pattern. This means that the use€ of agricultural inputs
were jnefficient, and also means that the net revenue DY using
world price is greatel than the net revenue py using local prices:
The dgifference between them amounted tO L.E. 670 millions in case
of maximum constraints and L.E. 3134 millions in case of minimum
constraints, the study also showed that the strategic crops Were
less profitability and consequently were less comparative advan-
tage, SO the farmers don't have the desire to plant these Crops-

The study recommends that the governmental intervention
in planning and regulating the agricultural sector should continue
+ro achlieve the targets of national plans in completely agricul-
tural price policy taking into its consideration poth world
prices and rate of inflation peside cost production in order to
determine the farm prices. 1t should separate consumer and
industry.subsidy fyrom producexs prices in order to reduce
the implicit taxes that imposed on agriculture. The government
should jncrease the relative profitability for stratedic crops
to encourage farmers tO plant these Crops. it also should re-
determine the delivery quotas to the state specially for rice

and takes poth farm size and cultivated area into consideration.
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