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ABSTRACT

This study examines twenty-five years of government
intervertion in agricultural price policy in Egypt. The
study focuses on Egypt’s five main crops: cotton, rice,
wheat, mnaize, and sugarcane. It shows that, during the
period 1960-85, the price regime has discriminated strongly
against agriculture. The net effect of all types of
intervention, both sectoral and economy-wide, was to reduce
the prices received by producers of those five crops. Urban
consumers, on the other hand, and particularly those in the
lowest income groups, benefited from this intervention.

The negative effects of intervention on the prices
received by agricultural producers were particularly strong
between 1960 and 1973. During that period, the government
of Egyp: was determined to transfer resources out of
agriculture as a way of helping to pay for
industrialization and military expenditures. Agricultural
exports as a share of all exports fell rapidly from the 80
percent figure chalked up in 1960. Despite the reduced
importance of agricultural exports, though, Egypt still
dominates the world market for extra long staple cotton.

After 1973, when world prices of farm commodities
surged upward and the country became a net importer of
food, the Egyptian government became increasingly concerned
with stabilizing domestic prices and adopted a more
flexible agricultural price policy. Implicit taxation of
agricultural producers through exchange rate and trade
policies fell from an average of 29 percent during the
1960-72 period to an average 12 percent between 1973 and
1980. Meanwhile, agricultural input subsidies (especially
for fertilizer) increased sharply.

Notwithstanding this more Dbenign approach to
agricultural producer prices, government intervention has,
on balance, largely favored consumers. Consumer subsidies
during the 1973-85 period boosted incomes of urban and
landless rural workers but had a sharply negative impact on
the macroeconomy.

The study reports the effects of agricultural price
intervention on output, consumption, income levels, the
government’s budget and foreign exchange earnings.
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INTRODUCTION

This report is the final product of the Egypt case study in
the Comparative Study of the Political Economy of Agricultural
Pricing Policies in Developing Countries, a research project (RPO
673-64) directed by Anne O. Krueger, Maurice Schiff, and Alberto
Valdes and financed by the World Bank. The project, which uses a
common methodology to analyze eighteen countries, was initiated in
May 1985.

The Egypt case study examines twenty-five years of pricing
policies in agriculture, covering the period 1960-85. During this
period, the price regime has discriminated strongly against
agriculture. The study proceeds mostly by analyzing the objectives
and implications of government intervention on five major crops,
cotton, rice, wheat, maize, and sugarcane.

The study is organized in three parts. The first part of the
study examines the economic history of price intervention, both at
the sectoral and at the economy-wide level, affecting agriculture.
After an introductory essay (chapter 1) outlining political,
macroeconomic, and sectoral developments, the objectives and
instruments of agricultural policy during the period 1960-85 are
examined (chapter 2). Then the study examines the incidence of
intervention on relative prices and values added (chapter 3).

The second part of the study analyzes the effects of price
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intervention on agricultural output (chapter 4), on rural and urban
incomes (chapter 5), on consumption (chapter 6), on foreign
exchange earnings (chapter 7), on the government budget (chapter
8), and on resource flows in and out of agriculture (chapter 9).

The third part of the study examines the determinants of
agricultural pricing policies. The influence of world prices and
the relationship between government intervention and price
variability are analyzed (chapter 10). In the conclusions, a
political-economic interpretation of twenty-five years of price
interventions is given, and recent reform attempts are examined
(chapter 11). Finally, background material such as time series
data, calculations, and more detailed description of economic

policies and institutions are given in the appendices.
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Chapter 1

ORIGINS OF AGRICULTURAL PRICING POLICIES IN EGYPT

During the twenty five year period covered by this study, major
political and economic changes have taken place in Egypt. Policies,
institutions and ideology have shaped economic trends. Agricultural
pricing policies must be understood in the broad context of these

structural changes which are described in this first chapter.

ECONOMIC AND POLITICAL EVOLUTION, 1960-85

The geography and demography of Egypt delineate its basic
economic problem. Although the total area of the country is 386,000
square miles (a little over 1 million square kilometers), less than
4 percent of this land is habitable or even usable. In fact,
without the Nile, which flows through the country for about a
thousand miles without a single tributary, Egypt would be 1little
more than part of the Sahara. This fertile river, a cradle of
civilizations, has provided populations with food and facilitated
commerce for thousands of years. Still, 98 percent of Egypt's
population remains packed into an area of 15,000 square miles along
the Nile and in the Nile Delta.

Egypt occupies the northeastern corner of Africa, extending
south from the thirty-second parallel to below the Tropic of Cancer.
It is a Mediterranean country; an Arab country, bordered by Libya

to the West and by the Sudan to the South; and a Middle Eastern



