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The Economic Impacts of the Price Policies Case Study (Rice in Egypt)
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ABSTRACT

Rice comes at the top of the strategic food crops in Egypt. Because of the fact that many consumers at various
economic and social levels depend on it as a source of energy, it is the basic food for the Egyptian consumers. The
research problem is to evaluate the direct and indirect government intervention in agricultural policy related to
pricing for rice in Egypt for both the local output or inputs markets. The research objective to study the development
of rice cultivation in Egypt that showed the maximum area cultivated was 1.9 million feddan in 2015 and reached
the lowest level 1.071 million feddan in 2010. A notable increase in the cultivated area was noticed since Jan 25
2011 due to the absence of control. On the other hand, rice exports reached its maximum in 2006 with 1203
thousand ton and reached the lowest level in 2010. The percentage of exports to output of rice reached its maximum
in 2004 and minimum in 2014 with 17.8% and 3.8%, respectively. The research as well aim at measuring the
comparative advantage by using Policy Analysis Matrix (PAM) to identify different indicators like Nominal
Protection Coefficient (NPC) and Effective Protection Coefficient (EPC) and Domestic Resources Costs (DRC) for
rice for different governorates and at the national level. Results indicate that the NPC reached it lowest level in 2008
with 0.32 and reached its maximum level 0.83 in 2003 where a value lower than one indicates that local prices are
lower than international prices which suggests the presence of implied taxes on rice producers in Egypt. The EPC
results show that the indicator reached its maximum in 2001 with 0.84 and reached minimum level in 2008 and 2009
with 0.29 and 0.42 respectively. The DRC indicator show that Egypt has a competitive advantage for rice and the
advantage increases in some governorates compared with others. Furthermore, Partial Equilibrium model (PEM)
was adopted to analyze the applied and suggested polices for the crop under study. Results showed that implied
taxes were reflected as implied subsidy for consumers, which increased consumer surplus over producer surplus.
Additionally the government bears the deadweight loss from the consumer and the producer. The average return on
cubic meter of water was calculated in order to rank governorates according to comparative advantage indicators.
Results indicate that Dekahlia governorate was ranked first in terms of competitive advantage and the average return
per cubic meter of irrigated water. Based on the results, the paper provides some policy recommendation, which can
be presented as follows: first, the cultivated area with rice crop should be expanded in governorates, which have a
comparative advantage and reaches high return per cubic meter of water. Second, improved technologies such as
varieties that need less water will be of great importance especially under the current water crisis.
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