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ECONOMETRIC ANALYSIS OF PROFIT AND COST
COMPONENTS OF CITRUS PRODUCTION INSIDE AND
OUTSIDE THE VALLEY IN EGYPT

Sakr, A. M. ; Eman M. Bediwy and Eman S. Elbatran
Agricultural Economics Research Institute — Agricultural Research
Center

ABSTRACT

The growing increase in citrus production outside the valley highly contributed to citrus
production at the country level. Citrus fruit area outside the valley represented 29.4% of the total
citrus fruit area at the country level over the period (2007-2009). The study problem is
represented in the necessity to identify the nature of probable changes in the profit and cost
components of citrus production inside and outside the valley, besides identifying the contribution
of each component to such changes. Therefore, the study aimed to perform absolute and relative
quantification of the impacts of probable changes, and the factors affecting profit and cost per
feddan of citrus produced inside and outside the valley over the study period. Results showed
the following:
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- Real production cost per feddan of citrus followed a statistically significant increasing trend
estimated at L.E. 252.6/year representing 6.5% of the period's average cost estimated at L.E.
3886.5.

- Fertilization, hoeing and depreciation and administration costs increased from 16.3%,
11.6% and 4.9% in the base period (1995-1997) to 25.4%, 13.7% and 7.4% in the comparison
period (2007-2009), respectively, whereas the pesticides, irrigation and rent costs decreased
from 19.2%, 10.4% and 37.6% in the base period to 13%, 8.5% and 28% in the comparison
period, respectively.

- Quantification analysis of the profit and cost components of citrus production inside and
outside the valley with the help of index numbers showed that profitability per feddan of citrus
outside the valley surpassed that realized inside the valley by 268.1% approximately during
the study period due to the higher yield and farmgate prices for citrus crops produced outside
the valley, which contributed to raising net revenue per feddan by 132.4% and 44.2%,
respectively. Moreover, the decline in cost per feddan of citrus crops produced outside the
valley compared to that incurred inside the valley led to achieving higher profitability per
feddan estimated at 9.8% during the study period.

- Absolute and relative quantification of the cost per feddan of citrus, and the probable
changes in underlying components showed that changes in all the components of production
cost resulting in changing the index number for production cost per feddan to 95.6%,
indicating that citrus production cost outside the valley went below that inside the valley by
4.4% on average during the study period, equivalent to L.E. 370.6 per feddan. In addition, the
index number for production cost per feddan due to changes in the costs of rent, labor,
mechanical work, chemical fertilizers, manure, pesticides, miscellaneous expenses, consumed
materials, irrigation networks and Jazuarina trees reached 91.7%, 101.2%, 98%, 102.9%,
99.2%, 100.6%, 100.3%, 99.8%, 101.9% and 100.4%, respectively.

- The study recommended promoting the expansion in citrus production in new lands
outside the valley rather than inside the valley, in addition to devoting attention to providing
data on citrus and fruits production costs as the case of field crops.
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