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ANALYZE PROFITABILITY COMPONENT OF THE MAJOR
AGRICULTURAL CROPS IN THE CONTEXT OF ECONOMIC
REFORM POLICIES

Fayyad, S. M. S.* and M. M. Zakaria**

* Agricultural Economics Research Institute, Desert Research Center
** Agricultural Economics Research Institute, Agric. Research Center

ABSTRACT

Mid-eighties did address crucial changes among applying new
agricultural policies toward free market economy which named structural
adjustment programs or economic reform programs. In this stage, agricultural
sector had a partial implementation of such policies. In the ninetieth, such
changes were continued to reach complete applications of the entire
agricultural policies. All of these efforts were followed to liberate the
agricultural sector and being able to increase the competitiveness degree of
the Egyptian agricultural commodities in the world markets and bridging the
food gap problem.

The study aims at examining the impact of agricultural policies that affect
the profitability per feddan in the period of (1980-2008). It split the studying
period into two main parts. The first part was partially applying the economic
reform policies from 1980 to 1993. However, the second part was reflecting
the complete application of economic reform policies on the agricultural
sector from 1994 to 2008.
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The major agricultural products had covered by the study were wheat,
summer maize, summer rice, broad bean, lentil, chickpeas, sesame, peanut,
sunflower, sugar cane, cotton, Long berseem, summer and nili potatoes,
garlic, nili tomato and winter tomato, and summer tomatoe. The total cropping
area for these crops reached 8.1 million feddans during the average period
(1980-1993) with a rate of approximately 77.1% of the total cultivated area
which reached as an average about 10.5 million. However, such cropping
area was increased to reach 9, 7 million acres during the average period
(1994-2008) with a rate of approximately 77.6% of the total cultivated area,
which reached as an average of 12.47 million acres during the same period.

The study had examined the impact of economic reform policy on the
development of monetary value elements to the crop profitability per feddan
by using F Chow test. The economic reform policies did not show impact on
each of the cultivated area of broad bean and long berseem as well as the
productivity of cotton. Moreover, the economic reform policies reflected that
there was not any other impact on the production of chickpeas, nili tomatoes,
as well as the total revenue of lentil, and chickpeas. On the other hand, the
study discovered that there was a significant impact on the rest of the
elements affecting the monetary value of the profitability acre of the targeted
crops particularly in farming prices and cost of production per unit.

The study reached a conclusion of the quantitative measurements for
the components of profit per feddan, that the main constraint of the
profitability per feddan of agricultural crops was farming prices of the targeted
crops, followed by the productivity per feddan which reflects the technology
factor in the second place. The study also found the absolute increase in the
profitability per feddan for exporting crops in particular, tomatoes, potatoes,
onions and garlic was higher than the profitability per feddan of crops which
have deficits, such as oil and legumes crops. Such results showed the
relative bias to price policy for those export crops at the expense of other
crops that form the main part of the food gap such as oil crops and legumes.

As well as the study found in the relative profitability of crops under study
that vegetables, especially tomatoes, and potatoes in addition to long
berssem have higher profits per feddan than oil and legumes crops in both
period, base period (1980-1993) or in the comparison period (1994-2008).
This showed that the Egyptian pricing policy was biased to the export crops
more than oil crops and legumes which need more attention from policy
makers toward formulating other policies supporting poor and narrowing the
food gap problem.

In addition to that, comparing rate of increasing cost of production to the
rate of increasing profitability per feddan during the comparison period (1994-
2008) to the base period (1980-1993) is quite important. It showed the
significant increase in the percentage increase in the cost of production per
feddan higher than the increase in profitability per feddan for legumes, oils
and cotton. However, there was a relative closeness in the percentage
increase in the cost of production per feddan with the increase in profitability
per feddan of wheat, maize, and summer and winter onions. On the other
hand, there was a decline in the rate of increase in the cost of production per
feddan and the rate of increase in profitability per feddan of export and fodder
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crops. This will lead a lot of farmers to stop producing crops such as oil and
legumes and also cotton in an essential manner, and relative reluctance to
produce wheat and summer maize. However, farmers will go mainly to
produce fodder crops and export crops especially tomato, potato and rice.
This situation will cause a wider food gap in oil and legume crops in particular
and cereals in a relatively less manner. Moreover, rice, long berseem and
tomato need relatively huge amount of water which contradicts with the
agricultural policies toward changing crop rotation depending on crops need
less amount of water.

Accordingly, the study recommends that policy makers have to consider
once again the probability of applying farm subsidies to the agricultural
products, especially to cereals, oil and legumes groups. More attention has to
be given to increase productivity per feddan by adopting and applying new
technology to maxi mix the impact of the productivity on the agricultural crops
values because the study showed a higher impact of farm prices more than
the impact of productivity. Such promising recommendations will be valid with
more investment in research and development with respect of enhancing the
capability of human resources and institutional capacity building of the
agricultural sector.
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