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Economic Analysis of the Foreign Demand on the Egyptian Potatoes

Using the Almost Ideal Demand System
Dr. /Ehab Moreed Sharabin

Agricultural Research Institute

Summary :

Agricultural exports improve the balance of payments. The potatoes crop
represents about 5.29% of the total value of Egyptian agricultural exports. which is
about 4826.61 million USD as average in ( 2013-2015).

The problem of the study is that the exported amount is nearly 354.78
Thousand Tons 11.7% of the local product of potatoes crop which is nearly2980.29
Thousand Tons as average in (1995 — 2015). the average exporting price of potatoes
crop reached nearly 297.5 USD/Ton with an increase of about 11% of the world
average price that reached around 268.16 USD/Ton for the same previous period
which put the Egyptian crop of potatoes in great competition in the world market. all
this made a great importance to study of the demand on the Egyptian crop of potatoes
and the countries in competition in the market.

The study aims to analyze the structure of the demand on the Egyptian crop of
potatoes through achieving two targets; the first is to identify the evolution of
exporting the Egyptian crop of potatoes and the most important importing countries.
and the second is to estimate the Own. Cross and Expenditure using the Almost Ideal
Demand System.

The research depended on the United Nations data (Comtrade). the Food and
Agriculture Organization (FAO). Ministry of Agriculture and Land Reclamation.
Statistics of Foreign Trade of Agricultural Exports and Imports

The study has reached many results including the following:

(1) The study found that the quantity. value and exporting price of the Egyptian
exports of potatoes have been morally increased statistically of about 13.109
thousand tons. 10733.576 thousand USD. 18.466 USD/ton respectively during the
time of study.

(2) The study indicates that the important importing countries of the Egyptian Crop of
Potatoes are Russia. Italy. Greece. Germany. Lebanon and the UK. It appears from
the study that there is moral statistical increasing of about 12.189. 1.881 thousand
tons of Russia and Italy respectively. and there is annual non-moral statistical

increasing of both Greece and Lebanon. on other hand there is moral statistical
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decreasing of about 3.136. 3.159 thousand/tons of both Germany and The UK

respectively during the same period of time.

(3) The study of the exported value of Egyptian crop of potatoes of the countries
under study has moral increasing statistically of about 5088.409. 1484.581. and
908.744. 918.362 thousand USD of Russia. Italy. Greece. and Lebanon
respectively. and non-moral statistical decreasing of both Germany and The UK.

(4) It appears from the study that the price of one ton of the Egyptian crop of potatoes
for the countries under study has moral increase statistically of about 20.513.
19.145. 18.436. 19.670. 21.913 USD/ton of Russia. Italy. Greece. Germany.
Lebanon and the UK respectively.

(5) Applying (AIDS) in Russian market showed that price elasticity of demand for
Egyptian potatoes reached about - 0.277. it means that the demand of Russian
market on Egyptian potatoes in non elasticity. The positive signs of cross-
elasticity pointed out that the potatoes prices of China . Azerbaijan and
Netherlands have a competitiveness relationship with Egyptian potatoes in the
Russian market. The estimates of elasticity of expenditure about 0.978%.

(6) Applying (AIDS) in Italy market showed that price elasticity of demand for
Egyptian potatoes reached about - 0.498. it means that the demand of Italy market
on Egyptian potatoes in non elasticity. The results of cross-elasticity indicated that
substitution relationship between potatoes exported from Egypt and that from
France in case the price of one of them increases. Whereas for the Netherlands
there is an Substitution relationship is matched by an integrative relationship. in
the case of the high export prices of the Netherlands and Egypt. respectively.
While there is an complementary relationship between Germany and Egypt in case
of higher prices of each. The estimates of elasticity of expenditure about 0.598%.

(7) Applying (AIDS) in Greece market showed that price elasticity of demand for
Egyptian potatoes reached about - 0.749. it means that the demand of Greece
market on Egyptian potatoes in non elasticity. The results of cross-elasticity
indicated that the potatoes of Netherlands have not a competitiveness relationship
with Egyptian potatoes in Greece market. While there are that substitution
relationship between potatoes export from Egypt of both France and Germany in
case the price of one of them increases. The estimates of elasticity of expenditure
about 0.994%.

(8) Applying (AIDS) in Germany market showed that price elasticity of demand for
Egyptian potatoes reached about - 0.820. it means that the demand of Germany
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market on Egyptian potatoes in non elasticity. The results of cross-elasticity

indicated that the potatoes of Netherlands appeared complementary relationship
that is offset by the current relationship in the case of the high export prices of the
Netherlands and Egypt. respectively. While there is a reversal of the previous
relationship for Italy. and finally the substitution relationship between potatoes
exported from Egypt and exported from France in case of higher prices of France
than the replacement relationship in the case of high export prices of Egypt. The
estimates of elasticity of expenditure about 0.996%.

(9) Applying (AIDS) in Lebanon market showed that price elasticity of demand for
Egyptian potatoes reached about - 0.952. it means that the demand of Lebanon
market on Egyptian potatoes in Equivalent elasticity. The results of cross-
elasticity indicated that the potatoes of Netherlands have not a competitiveness
relationship with Egyptian potatoes in Lebanon market. As for Saudi Arabia. there
is an integrative relationship Offset by the substitution relationship. The positive
signs of cross-elasticity pointed out that the potatoes prices of France have a
competitiveness relationship with Egyptian potatoes in the Lebanon market. The
estimates of elasticity of expenditure about 1 %.

(10) Applying (AIDS) in UK market showed that price elasticity of demand for
Egyptian potatoes reached about - 1.102. it means that the demand of Uk market
on Egyptian potatoes in elasticity. The results of cross-elasticity indicated that the
potatoes of both France and Israel have not a competitiveness relationship with
Egyptian potatoes in UK market. Offset by the Substitution relationship in the
case of high export prices of France and Israel on the one hand and Egypt on the
other hand. respectively. The estimates of elasticity of expenditure about 1.019 %.

In light of the above results of the study recommends the following:

(1) The need cor reducing production costs by working to reduce the prices of
imported production inputs by reducing customs duties on them so that Egyptian
export prices are competitive in world markets.

(2) providing marketing information such as knowing the appropriate times for export
and purchasing power and tastes of the foreign consumer.

(3)Remove all production. export. legislative and political obstacles that hinder
Egyptian potato exports.

(4)work on the existence of strict control on the seeds imported by the agricultural

quarantine to ensure the absence of diseases and insect injuries.



