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AN ECONOMIC STUDY OF COTTON PRODUCTION COSTS

IN MENOUFIA GOVERNORAE UNDER ECONOMIC
LIBERALIZATION POLICIES DURING THE PERIOD

( 1988 — 2005 )
TALAB, M. A. AND S. M. M. EL MOGHAWRY
Agricultural Economic Research Institute, ARC, Dokki, Giza
( Manuscript received 1** October 2007)

Abstract

The results of a previous research indicated that 67/ of the

changes in cotton cultivated area are due to changes in production
costs of the previous year.

Therefore, this study has been conducted to reveal some of
the change that occured in the production cost per feddan, and its
various components for cotton crop in Menoufia governorate during
the period of (1988 — 2005 ), and the impact of the economic
liberalization policies, taking responsibility for identifying each of
these items as increased costs. It also aims at studying the effect
of cost items components on increasing total production cost for
this crop to explore the contribution of each item, as will as identify
the most important items to achieve the economic efficiency of this
crop.

The analysis used some of the econometric and statistical
methods for determining eguations and used also index numbers
by using secondary data published and unpublished by Ministry of
Agriculture, during the period ( 1979 — 2005 ), and divided the
study period ( 1988 — 2005 ) to two periods of comparison; they
are : First comparison period (1988 - 1996) , The period of partial
liberalization and Second comparison period (1997 - 2005), the
period of full liberalization Both were compared to an average of
the previous period for the study (1979 - 1987), the period prior to
the application of economic reform policies.

The costs of cotton production in Menoufia governorate has
amounted to about 2.14 thousand L. E. — the farm operating costs
were about 1.37 thousand L. E., while land rent represented about
36/ of the total production cost — during the period (1997 -~ 2005 ).

Rent per cotton feddan was estimated at about 772 L. E.
during the previous period —~ comparison period - and has
increased three folds of its value during the basic period (1988 —
1996) because of the application of economic liberalization policy.

The research findings indicated that production cost per
feddan — at current prices - increasesd with annual rate of about
110 L.E., while net return per feddan fluctuated around its mean,
which is estimated at about 1000 L. E. during the period (1988 -
2005 ) . The real prices. showed that both cost and net return
fluctuated around it's means, which indicates that the prices of
resourses and its services have had a major role in higher costs.

Also, general trend showed that there are different annual
increasing rates for every cost items except weeding. Rent
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achieved the highest rate of increase, it was estimated at about
535L.E .

The cost and it's items affected by the application of various
economic reform policies, which increased the production cost of
about 411 L.E. per feddan during the base period (1979 - 1987) -
the period before the application of economic reform policies- to
about 1137 L.E. during the first comparison period (1988 - 1996) -
the stage of the partial liberlization - and then to about 2143 L.E.
during the second comparison period (1997-2005) - the stage of
the complete liberation - as shown by the high cost of each item
from period two the other and with significant differences which
indicates that there is influence of the economic policy on costs.

The results showed that, rent and human labor items achieved
the highest absolute increment in cotton production cost, which
were estimated at 65/ of the total increment achieved in average

production cost per feddan during the comparison period (1997 -~
2005) .

Index number analysis indicated that: human labor,
machinery, production requirements, and rent have contributed to
the increase in average production costs in the first comparison
period ( 1988 — 1996 ) by about 51.7% , 15.6% 32.2% and
19.4%. It also contributed in the second comparison period ( 1997
—~ 2005 ) with increased percentages, which were estimated at
about 107.3% , 20.1% , 41.4% , 48.3% from it's counterpart in the
base period ( 1979 — 1997 ) as to the application of economic
reform policies.

Results of the factors affecting production cost showed that
98/ of production cost changes are due to changes in rent and

general expense items during the period of study (1988 ~ 2005) .

The Results showed that the economic efficiency of both
chemical fertilizer and rent are low — statistically significant ~ and
with statistically insignificant for other items except weeding, which
retains almost the same level of efficiency.

Therefore, the research recommends that:

1-

Importance of the role of the government in the production of
strategic crops and the need to pursue policies encouraging
marketing and pricing, and ensuring the crop marketing.

Developing techninues of production, and rational use of
resources, to raise it's productivity and efficiency.

Mechanization replacement in harvesting cotton.

The importance of developing new varieties suitable for cultivation
in the new areas which are suitable for cotton cultivation.

Encouraging investment in specialized farms to produce cotton in
large areas for economies of scale to benefit from the advantages
of mass production.



