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ESTIMATING ENERGY DEMAND IN THE AGRICULTURAL SECTOR
UNDER PRICE CHANGES IN THE ARAB REPUBLIC OF EGYPT

Reham A.G.M. Mahmoud and Elham M.A. Ali
Agric. Econ. Res. Inst., Agric. Res. Cent., Egypt

ABSTRACT: This study investigates the effects of rising energy prices on Egypt's
agricultural sector over the period 2000/2001 to 2020/2021. Since the initiation of economic
reform measures in July 2014, the Egyptian government has introduced substantial increases
in the prices of various energy sources, including diesel, gasoline, kerosene, butane, and
natural gas. The research employs secondary data and utilizes both descriptive and
quantitative analytical techniques, including simple regression models, t-tests, and demand
elasticity estimation. Additionally, the study incorporates dummy variable analysis to assess
the structural impact of energy price changes. The findings indicate that a widening gap
between domestic production and consumption of petroleum products, exemplified by a
23.68% increase in butane consumption—driven by population growth and rising imports —
and a 269% increase in diesel consumption, attributed to a 6.87% decline in local production
and a 32.58% surge in consumption. Sharp and unprecedented increases in energy prices,
such as a 1244% rise in butane prices following the liberalization of the exchange rate and a
426.39% increase in kerosene prices due to market deregulation. Evidence of inelastic
demand for energy within the agricultural sector, which has further intensified the economic
burden. The study concludes with a set of policy recommendations, including the need to
reassess energy subsidy schemes, enhance domestic energy production, diversify energy
sources, and promote the adoption of energy-efficient technologies in agriculture to mitigate
production costs.

Key words: Energy prices, demand elasticity, t-tests.
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