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(1) Partial Equilibrium Model.
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THE EFFECT OF GOVERNMENTAL INTERVENTION ON
PRODUCTION AND CONSUMPTION OF THE MOST

IMPORTANT CEREAL CROPS IN EGYPT
El-Masry, Mona M. 1.
Agric. Economic Department, Fac. of Agric., Cairo University

ABSTRACT

The area of major cereal crops, rice, wheat, and maize, amounted to 5527
thousand faddans representing about 77% of total cereal area and 38% of cropping
area in 1999. Area planted with rice, wheat, and maize represents about 27% , 43%,
30% respectively of their total area. The total production of these crops amounted to
5716, 6445, 5847 thousand tons respectively during the same year. Rice exports
amounted to 519 thousand tons in about 9.07% of its total production. Wheat and
maize imports to 6357, 2115 thousand tons in about 48.2%, 23.7% of their local
consumption which amounted to 13184, 8924 thousand tons. Under the economic
reform policy, the production costs of cereal crops sharply increased due to the
abolishment of inputs subsidy.

Also, The world prices cereals increased very rapidly. To study the effect of
price policies on these crops, qualitative and quantitative analysis techniques have
been applied. It has been revealed that area of rice, wheat and maize significantly
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increased in a growth rate about 4.39%, 2.47%, and 0.778% respectively during the
study period. Coefficient of variation has been estimated by 14.9%, 9.79%, 5.57%
respectively, the matter which reflects the relative deviation of area its mean for the
studied crops.

With reference to productivity, it seems to be approximately constant for rice,
while it significantly increased in about 2.67%, 0.29% for wheat and maize
respectively, So, total production of the studied crops significantly increased in an
annual rate of about 3.02%, 5.75%,2.4%for rice, wheat and maize respectively.

In applying the partial equilibrium model to the studied crops during the
period (1989-1999), it has been found that welfare gain of producers ranged from LLE
-488.5 to -2418 million for rice, from I.E -289.8 to -728.3 million for wheat and from |.E
-50.1 to -1798.5 million for maize.

Concerning welfare gain of consumers, it increased from I.E 135.6 to 2210.6
million for rice, from I.E 373.4 to 1688.7 million for wheat and from I.E 197.9 to 2196.9
million for maize.

Net social loss in production increased from L.E 70.1 to L.E 221.1 million
during the period (1989- 1994), then it decreased to L.E 86.3 million for rice, while it
increased from L.E 3.8 to 40.7 million for wheat and from L.E 17.0 to million for maize.

Net social loss in consumption increased from L.E 3.7 to 18.8 million for rice,
from L.E 9.4 to 76.5 million for wheat and from L.E 0.93 to 150.9 million for maize.
The total net social loss ranged from L.E 66.4 to 84.6 million for rice, from L.E 5.6 to
40.0 million for wheat and from L.E 0.76 to 748.3 million for maize. Therefore,
government revenue increased from L.E 286.5 to 616.3 million for rice, from L.E 245.9
to 924.1 million for wheat and from L.E 47.1 to 283.1 million during 1990- 1993, and
decreased from L.E -366.1t0 -1699.1 during 1994- 1999 for maize.

Foreign exchange earning increased from L.E 345.3 to 835.4 million for rice,
from L.E 982.1 to 1311.7 million for wheat and from L.E 142.9 to 2247.8 million for
maize.
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