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CONSUMPTION FUNCTIONS AND THE QUALITATIVE DEMAND
FOR MILK PRODUCTS IN EGYPTIAN URBAN AND RURAL

Heba A. Fawzyl, | Solimanz, M.G. Amer” and S.M. Fouad'
1.Econ. Res. Inst., Agric. Res. Cent., Egypt
2.Econ. Dept., Fac. Agric., Zagazig Univ., Egypt

ABSTRACT: The objectives of this study are to assess and analyze the qualitative demand
for milk with income change, as an incentive for the Egyptian market capacity to achieve
health, environmental and commercial qualities. As well as, the effective demand growth rate
in urban and rural of Egypt, versus domestic production growth to estimate expected dairy
market gap. Field sample survey data of the household budget in 2014 in Egypt, which is
conducted by the Central Agency for Public Mobilization and Statistics every three years,
were used. The study estimated the quantity and monetary consumption functions of urban
and rural regions using the form of the double algorithmic model to estimate the elasticity of
demand for the milk quality with relative change in income, which showed that the qualitative
dairy demand elasticity in the Egyptian market in urban market was positive amounted to
about 0.15, i.e. 10% increase in per capita annual income will raise the demand for quality by
1.5%. which it was low it was higher than such elasticity in rural region that showed a
negative value. The study attributed that to the high contribution of the dairy products
consumption from rural household produced by the rural family of low direct production costs
so as to avoid inflated market prices for those products. The other main reason was the per
capita low income and poor distribution in the rural even much more than in urban, which is
hampering spending on dairy products in order to get quality specifications. The availability
of health, environmental and commercial specifications require additional marketing costs
and thus necessarily raises the price of dairy products which doesn't agree with low standard
of among the majority of the population, especially in the rural. The study recommends the
need to consider providing incentives to producers and marketing firms who are committed to
improving quality in form place and time, without significant price rise, with tighter controls
on commodity specifications to prevent deception and perishable cheating and fraud,
stimulate the vertical and horizontal integration between the stages of the market and also
stimulate the marketing of large firms to achieve the economies of scale and consequently low
cost products. The estimates of the effective demand growth rate for dairy products in urban
and rural were much higher than the domestic production growth rate, showing expected
expansion in the market gap in the future, especially with the expected high economic growth
that expected to occur with improving in the performance of the Egyptian economy, which
increases the financial burden on imports and causing higher prices for dairy products. The
study recommends exploiting Egypt's comparative advantage in increasing production and
raising the efficiency of marketing system to increase the supply of local production.

Key words: Consumption, qualitative demand, milk, Egyptian urban and rural.
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