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ABCTRACT

Egyptian cotton still considered the first strategic crop in Egypt. In addition to its
great importance in social and economic life, the cotton production is associated with
the government strategy in promoting exports, employment, and industry. At the
beginning of applying the economic liberalization policy in 1986, the cultivated area
was around 1245 thousand fedden, then declined up to reaching almost 286
Thousand fedden in 2013.Unfortunately, the productivity declined during the same
period, which sheds great dought on the role of technology. Also, both area and
productivity decline results in decline in total production from 8935 thousand Metrie
Qentar (MQ) in eighties to almost 1608 (MQ) in 2013. The other exogenous factor
that affects cotton industry was rent liberalization in 1997, which seriously affects the
cost of production and hence framer’s profitability. Based on the above mentioned
circumstances, the researchers were divided the study period to two periods, the first
period 1980-1997, while the second period in 1998-2013. The most relevant results
related to both period was the continued decrease in the cultivated area even with
direct price incentive that the government made from time to time. At the same time,
the technology as represented by productivity index was even insignificant in
influencing the production or farm income. Due to these over all discouraging
circumstance farming cotton was discarding and the area decreased over the total
study period from 1245 thousand feddan until reach down record 280 thousand
feddan by 2013. For further verification and investigation, the study focused on
several methodology starting from testing the area response to price changes which
proof insignificant, up to solving partial equilibrium model and estimating the results of
Policy Analysis Matrix (PAM). Comparison shows that the total production fall in
second period as compared to the first by rate 47% annually. Also , the study sample
declared that the third group (3 feddans and more ) were the farms that achieve
economic efficiency based on cost and production criterion .

The most relevant results of PAM showed:

(Y)Cotton production is still competitive and best utilizing the resource since DRC was
less than one except for year Y+ +4 which followed the economic crises in 2008.
(Y)Due to inefficient marketing and trade policies the results of PAM and PEM
assured accrued loss for both farmers and government over the study period.
(Y)Based on the above mentioned results in, ( ),Y ) cotton production in Egypt seems

ineconomic and lead farmers to go out of production.

Yet,the researches believe that subsidizing cotton  production ; as well as
improving marketing and trade policies may results in net future gains to both farmers
and government.
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