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An Economic Study of Contract Farming for the Cotton Crop, with Particular Reference
to Beni- Suef Governorate

Ahmed, Y. M. and Rehab A. H. Awad
Economic Research center

ABSTRACT

The insistence of the state on the cultivation of cotton long staple is wrong policy after demand fell in the whole world,
causing serious damage to both of farmer and the manufacturer, so it must be agreed between both the farmer and the
manufacturer on the institutional mechanism in the presence of a government, clear policy to cultivate cotton crop for the coming
seasons. The study problem: that there is a danger of the reluctance of farmers from planting cotton next seasons, it may lead to
the withdrawal of Egypt global cotton markets that have the competitive advantage for many years. The study aims to suggest a
farm price of the cotton crop more accurate reflection of reality, in order to access the inquiring price can be used as guide prices
before the planting season for this crop, and can be contract in the guide of that price. The most important results that the annual
net yield of cotton crop in Egypt during the study period shows that it ranged from 416 Egyptian pounds feddan minimum in
2009 and about 4281 Egyptian pounds per faddan in 2010, an increase of approximately 3865 Egyptian pounds per faddan and
represent about 218% of the average net yield during the same period, estimated at around 1818.16 Egyptian pounds per faddan -
and by studying the equation of the time series of the net yield in Egypt ,it turns out that it has been growing at an annual rate
was not significant statistically, which refers to twisting about the average arithmetic mean - while we find that the net yield on
the level of Beni Suef governorate has made losses, this may be due to the high production costs in the governorate - and by
studying the equation of the time series of the net yield in Beni Sue, it turns out that it has been decreasing at an annual rate was
not significant statistically, indicating the reluctance of Beni Suef farmers about the cultivation of the crop, and cultivation the
most profitable crops. According to the above illustrated high cotton production costs due to higher production input prices,
particularly the cost of fertilizer and human labor and rent, while cotton prices have not increased in proportion with the increase
in cost, which is reflected in the decline in the profitability of agriculture - which has led to the reluctance of farmers for the
cultivation of the crop and the transfer of resources used to produce it to other activities, less expensive and more profitable, and
thus the production of non-basic crops and the decline of the cotton crop cultivated area. The contractual relationship is not
enforceable because the cultivated area is small and fragmented, and cotton prices have a wide range of low-rise, so it was
necessary to contract farming important institutional mechanism in linking small farmers to markets and trade sector. And it leads
to follow to encourage contractual farming and expand the policy to increase small in terms of farmers' income, and the transfer
of modern technology on the other. It is proposed to design incentives allocated for NGOs or cooperative that binds to members
of the agricultural producers factories and exporters programme under contract farming, also proposes linking support export
provided by agricultural exporters, "10% of the value of the product under contract source with small-scale producers, and
receiving their crops based on agriculture contractual. The most important proposals study to be proposed price is the average
price for the price the world is added to him to increase between 20% to 25% above the price according to the averages of the
last 5 years. And that's where the production costs of acres of cotton crop in 2014, republic amounted to about 8193 Egyptian
pounds, in addition to the cost of capital estimated at about 819 Egyptian pounds, so the total cost per faddan of the crop about
9012 Egyptian pounds, and that's where the average faddan productivity about 6.6 quintals - is therefore proposed to be the
contract price per quintal 1365 Egyptian pounds in order to be profitable for the farmer. Reconsider the price of export Egyptian
cotton policies to support Egypt’s competitive status, where showing in the recent period that the Egyptian price for the
American price, Indian and Chinese were respectively 1.76,2.01,1.72 of Egyptian price.
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