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Many people have assisted with this activity.

Organizational support came from the Economic Affairs

Sector of MALR, USAID, and APRP. Dr. Sayed

Hussein has lead RDI responsibility for this activity area.

Up-To-Date Information and Statistics are
Essential in a Free Market Economy

At present, farmers need information on cost of production and farm income in
order to take the right production decisions. Their ability to benefit from the already
available data israther limited. Since the government does not intervene in farmers’
decisions, they need high quality and timely information for the optimal use of land
and water resources in addition to the other production factors. It was therefore
deemed imperative to improve the quality of public data and the effort to reach out to
final end users in order to achieve growth in the agriculture sector through an
enlighten decision making process in both the private and public sectors.

RDI Policy Brief is published occasionally by the Reform Design and Implementation Unit (RDI}, which is
component of the jointly sponsored MALR/USAID Agricultural Policy Reform Program (APRFP). APRP works
to support Governnent of Egypt efforis to liberalize and privatize the country’s agricultural economy. The RDFf Unir
conducts studies, makes policy recommendations and helps implement those policies thar the GOE
believes will comribute most directly and beneficially to ogriculiural development through likeralization
and privatization.
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The implementation of liberalization policy reforms requires an increased
availability of accurate data, which needs to be updated regularly to reflect market
conditions. Awgriculture has been in the forefront of implementation of agricultural
liberalization policies since the mid-1980s. This has provided the private sector in
agriculture with an opportunity to expand its role and enhance its investment
decisions. But this did not negate the State’s role in regulation, economic policy-
making, research and extension, and provisioning of information that supports private
and public initiatives.

MALR has always been keen to improve its economic data through building
agricultural data bases and constructing a network for the easy movement of
information among all end users, including producers, exporters, traders and service
providers.

New Procedures for Agricultural Data Collection

Since 1939, the costing section of the General Department for Agricultural
Statistics has been responsible for calculating production costs at governorate level.
This was done through interviews with farmers who frequented the agricultural
administrations. This methodology depended on calculating an average cost per
feddan at governorate level based on the weighted average at the national level. The
actual quantities of production inputs (particularly for fertilizers, pesticides and seeds)
were compared with the recommended levels. It appeared that such data do not reflect
the real cost and that they are based on certain criteria defined by the Ministry. It is
also believed that this approach depends on subjective rather than objective judgment,
assuming that there exists complete homogeneity among farmers and farm categories
at all districts and governorates. This approach opens the door for statistical and
technical errors that affect the quality of data. It also does not reflect the realities of the
production processes and their returns.

Over the past few years, MALR has been exerting concrete efforts to improve
collection of data on cost of production and on marketing and to promote their timely
publication. This was meant to support the decision making process in both the public
and private sectors, and to upgrade the quality of data analysis.

Beginning in 1998, the Economic Affairs Sector (EAS} of MALR, with support
from RDI, conducted a pilot study in two governorates representing Upper and Lower
Egypt (Assuit and Garbeya) so as to apply the new statistical techniques for sampling
data collection, tabulation and analysis. The overall goal of these new techniques was
to enhance data precision and preparation of a farm budget using the farm as an
accounting unit. (See RDI Report #89, Study on Cost of Production and Farm income
Data for the 1997/98 Agricultural Season, published in December 1999.)
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itl economlc liberalization, farmers are now free to grow .
ver they want and to sell their output to whoever offers _
price in a free market__ But _t_he free market implies

The pilot study findings were very promising. They underlined the
possibility of gradually expanding the pilot nationwide, which His
Excellency Prof. Dr. Youssef Wally, the Deputy Prime Minister and
Minister of Agriculture and Land Reclamation, approved. Subsequently, a
number of districts have been selected randomly to represent each pilot
governoraie.

Farms were selected from various villages according to the number of
farms in each individual district. Twenty farms have been selected in each
village from among the four categories - less than one feddan; one feddan up
to less than three feddan; three feddan up to less than five feddan, and five
and more feddan. Data had been collected according to a pre-tested
questionnaire for a crop year starting from November 1, 1997, to the end of
October 1998. Data were collected from the sample farms for a second crop
year (1998/99), in order to compare the results of the two crop years.

MVE/APRP saw a deficiency in reliable data for the new lands.
Therefore, they decided to conduct a special study, entitled Availability and
Quality of Agricultural Data for the New Lands in Egypt (impact
Assessment Report #12). Among other things, the report recommended
that EAS of MALR expand the tasks of the statistical zones to include
collection of area, productivity, and cost of production data for the crops that
are of importance in the new lands. The format of this type of data, which is
based on the crop cost per feddan, is different from the format of the farm
budget in the old land, which is based on crop rotation for summer and
winter crops.
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In May 2001, a number of workshops were
organized to train enumerators in the new
procedures in order to assist EAS in
implementing this important recommendation.
During the same year, 2002, another pilot study
was conducted to improve agricultural statistics
for the new lands using the same random
sampling technique. The data collected covered
the crop year 1999/2000 in the reclaimed areas at
Nubereya, Alexandria, Beheira, Menofeya,
Giza, Fayoum, Ismailia and North Sinai.

Farm as an Accounting Unit

In the developed countries, farmers apply the
free market system by registering their revenues
and expenses in an annual farm budget. By so
doing, they are in a better position to evaluate
their performance and assess their annual profits
orlosses. They can also take the right production
and investment decisions that help them avoid
risks through the selection of an appropriate
cropping pattern.  This helps them achieve
higher returns under seasonal price fluctuations,
which is a characteristic of agricultural
production.

With the agricultural policy reforms, it has
become necessary to prepare farm budgets for all
landholding categories using the farm as an
accounting unit. Using the farm budget as an
accounting unit will not only help in evaluating
farm performance and determining annual
profits/loss accounts, but also in assessing farm
assets and investment requirements. The new
data collecting and processing procedures has
facilitated the preparation of such budget, which
varied from one farm fo the other by the cropping
pattern, farm size and the level of effort exerted
by the farm management in the proper use of
Tesources.

From Pilot to Nationwide
Application

His Excellency Prof. Dr. Youssef Wally,
Deputy Prime Minister and Minister of
Asgriculture and Land Reclamation, has provided
every possible backing to the new procedure in
order for it to be a component of a larger effort that
fulfills the 1993 National Accounts Standards of
the United Nations. Government officials at the
both the central and governorate levels are
supporting this endeavor, which makes the
government more responsive to the private sector
needs in an economy being governed by free
market forces and more open to investment.

Upon instructions from His Excellency Dr.
Wally, the sampling technique for cost of
production and farm budget was extended to
cover the entire districts of Garbeya and Assuit as
of the crop year 1999/2000, and also
implemented in three pilot governorates in

" Lower Egypt (lsmailai, North Sinai and

Sharkeya), and in three pilot governorates in
Upper Egypt (Sohag, Qena/Luxor and Aswan).
In the crop year 2000/01, four additional
governorates were added in Lower Egypt
(Dakhaleya, Beheira and Marsa Matruh and
Alexandria), and two governorates in Upper
Egypt (Minya and Fayoum), in addition to the
previous pilots. The methodology was now
implemented in eight governorates in Lower
Egypt and seven in Upper Egypt.

For the year 2001/02, four governorates
were incorporated - New Valley, Beni Suef, Kafr
El Shiekh and Menofeya. The new sampling
technique is now implemented in the nineteen
agricultural governorates of Egypt.
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The Statistical Data
Collection Techniques

The shratified, multistage random sampling
technique has been used to obtained unbiased,
precise estimates of the major indicators of farm
budgets for each individual landholding category
at village, district, governorate and national
levels. Form #2 agricultural census has been
used as a sample frame for the primary (villages)
or secondary (farms) sample unit. The simple
random sample technique was used to select the
primary sample units, while the systematic
random sampling technique was used to select
the secondary sampling units - after the sampling
frame has been arranged in an ascending order, to
insure proper representation of each landholding
category and to avoid conceniration of the
sample selected in only one landholding
category.

With regard to the sample size, twelve
villages were randomly selected in each
governorate, except for Beheira and Sharkeya
where sixteen villages were selected. Twenty
farms were selected in each village over the four
landholding categories using the proportional
allocation technique. Therefore, the sample size
in each governorate was proportional to the
number of districts selected, with an overall
average of 240 farms per governorate. In the
nineteen agricultural governorates now covered -
by the program, the total sample size amounts to
4,335 farms distributed over 57 districts of the
selected governorates and 222 randomly selected
villages.

Budget items and economic indicators were
calculated at farm-level. Since it was impractical
to publish budget data at farm-level, estimates
were calculated at governorate level in order to
publish this data at national level. The farm
budget indicators were estimated per unit of
land/feddan, which was considered a research
unit rather than a sampling unit {the farm). The

publication of the results in a tabulated form was
based on highly precise estimates, and were
calculated using the per feddan budget features at
each landholding category in order to ultimately
reach the governorate level using the weighted
mean technique and the area of each
landholding.

Questionnaires have been designed
to cover the following major themes:

Land tenure structure

Farm assets

Cropping pattern

Fixed and variable costs of the farm activities
Value of plant and animal production
Off-farm income

*® & ¢ @ & »

Farmers Participate in
Collecting Farm Data and
Information

Farmer participation in the program was seen
as key to its success, not only because they are the
end users of the information, but also because
they are the source of the basic data. Therefore, a
Farmer’s Notebook was designed, tested and
distributed to the sample farmers. [t contains an
abridged form of the tables of the questionnaire to
encourage farmers to record on a timely basis
their farm information. Awareness workshops
were conducted to introduce the overall objective
of the program to farmers, and to review the
Farmer’s Notebook as a special record of their
expenses, revenues and technical and financial
remarks.

The Farmer’s Notebook will help
enumerators improve the collection of basic farm
data when they plan to visit the farmers at times
convenient to the farmer.  Therefore, the

Farmer’s Notebook will enhance the farmer
enumerator relationship, and encourage farmers
to give more accurate data on farm performance.
A videotape was also developed and presented
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at Farmer Awareness Workshops to explain the program’s overall objectives and

implementation steps.
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Enumerator Training Workshops

To successfully implement this activity, orientation workshops and
training courses were convened for 400 enumerators in the selected
governorates. More than sixty workshops and five training course were
organized nationwide. In addition, farmer awareness workshops were
held and attended by over 3600 farmers. More than 50 research staff of
EAS/MALR were also recipients of higher level training. The training
areas included statistical sampling techniques, budget and accounting,
and national accounts of the agricultural sector. Several workshops were
convened to discuss the results and draw lessons from field experience in
data collection and electronic presentation.

To complement this effort, DT2 organized a training course on
national accounts for the agricultural sector in order o train the EAS staff
on the concept and procedures of the UN National Accounts System of
1993.

Participants from Assuit preparing their presentation
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From left: Dr. Sayed Hussein, Resource Ecoromist, RDI, with
enumerators at theRegional Statistical Office, Minya Governorate.

Preparation of Software Design and
E-Data Base for Farm Budget

A review of existing software led to FINPACK, a software program for farm
planning and analysis. It is capable of assessing the financial position of the farm and
identifying options for production decisions. According to the economic efficiency
concept, FINPACK is an effective tool in farm management. The Department of
Agriculture and Applied Economics of the University of Minnesota developed it.
However, the software was not in full conformity with the Egyptian context,
specifically cost/revenue items. Therefore, the decision was to design a database that
responds to the nature of data, to be collected from the sampied farms to achieve the
following objectives:

* Tabulating production and farm cost data including current costs (labor, plant and
animal production inputs), fixed costs, value of farm assets, and farm inventory.

o Preparing the annual farm budget using the farm accounting unit.
o Eliciting major economic indicators.

¢ ldentifying the best scenario cropping patterns and most profitable crop rotation for
each governorate and agro-climatic zone.

e Determining farm income from agricultural and off-farm activities.

o Determining budget indicators based on farm data, starting from village through
governorate level for all landholding categories.

¢ - Constructing national account tables for the agricultural sector.
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Automation of Questionnaire Data

The software used for building the farm budget database has taken the following
features into account:

o ltreflectsthe field-collected data inan accurate way.
o Itsequencesdata entry in a way that achieved the software set objectives.

e It enables a bypass to other databases through the use of such software as
ACCESS.

e It enables program output to be formatted in @ more presentable and easily
accessible form, using Power Builder software as a tool.

The budget’s detailed items (annual expenses and revenues) are now available in
the screen for all landholding categories in each sample village, and are also stored on
CD Rom. The database provides an access to annual statistics that can be revisited or
published on a regular bases by EAS/MALR for decision makers, public and private
alike, and researchers to use with one touch.
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Screens of Farm Budget and Indicators
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Screens of Cropping Patterns
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The Accounting Technique Used in Farm Budgeting

The approach of the Economic Development Institute (EDI) of the World Bank was used in
preparing a complete farm budget. Crop gross margins for each individual farm were
calculated, as were the gross and net farm income, farm profit, and any added value to the
assets or products. It also included distribution of that value between return on labor,
management and capital for each farm. Farm performance indicators were elicited to compare
farms in each landholding category from one year to another.

Users of the database can make simple analysis and elicit economic indicators that help them
take appropriate decisions to maximize returns. It can also help identify the alternative rotations
and their expected returns. The Agricultural Extension Sector of MALR will then be in a position
to reach out to farmers with most lucrative alternative cropping patterns at village and agro-climatic
zone levels.

Format for Farm Income Statement

S Farm Revenues:
10 'Value of farm products {cash sale, including the by-products)
o (+) Value of home consumption
{+) Value of land rented (if received in cash)
: {+) Rental value of farm machinery (if rented to third party)
~{+) Rental value of the farmhouse (if it is part of farm capital)

" {+) Net value of inventory changes {including crops and livestock)

- ‘= GrossFarm Output {gross value of farm production)
{-) Current farm cash expenditures {fertilizer, seed; chemlcals, etc.)
. | {-) Hired labor
' N (-)'Other variable costs
- i'-,. =Farm Gross Margin

) Non cash expendxture (deprec:atlon and rent lf the farmer rents land)
) !nterests pald :
) Taxes (land taxes; other local taxes)

;t mventory changes incrops and llvestock

Farm lncome (Returnto farmer sequity capltal plus family laborand management)

: Calculated cost of famlly Iabor (usual at h:red wage rate)

eturn'to Far;m_er’.s mangg_eme.l]t and eq_u.lt_y.cap.ltal _
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I‘\llﬂllment of the 1993 Sta.nda.l‘d . ) . First Under Secretary & Head of Livestock

National Accounts (SN A) " & Poultry Development :'S'ecror &'APRP Director
Dr. Hussein Soliman

The success and expansion of the improved i USAID Cognizant Technical Officer
agricultural statistics has enable MALR to o Dr. Mohamed Omran
prepare farm income accounts at the national
level and to fulfill the requirements of the 1993

National Accounts System of the United R
Nation. This effort is the fruit of cooperation s RDI COMPONENTS
between the Ministry of Agriculture and Land AND STAFF
Reclamation and the Ministry of Planning, e —

where a National Accounts Unit was i Chief of Pariy: Dr: Jane Gleason
established. Itis comprise of staff drawn from the ;
former National Accounts Unit of CAPMAS.

Financial Controller: Nashwa Radwan

:d_mir:zis.'ra.ror: Heba Hosny

FExecutive Manager: Abdel Shakour Zahran
_.TManager: Eng. Sabry William
Eng. Ayad Thabet

The new unit is intended to solidify the GOFE
responsibility and efforts to improve assessment
and publication of national accounts data. The
unit seeks to improve the national accounts across
all sectors of the economy. A long term of the
GOE is to fulfill the IMF requirement of national
accounts data publication.

Abdel Rahim Ei-Mahdy -
Gamal Khorshid

Mona Mehamed Zaki
Dalia Hamdy
Amira Diaa

EAS/MALR seeks to Achieve Nihal E Ganiapi

Two Major Objectives:

e Provide the data necessary for constructing

Steve Joyce
Dr. Amr Moussa

the national accounts using the farm budget _ Nasr Sadek
database and farm income at farm and Resource Economics (RE):
governorate level. Dr: Sayed Huassein
Dr. Heather Dale :
e Formatting the collected data in a manner Dr. Samir Abouglreos - ..
useful for implementation of the standard Mona Bittar B

national accounts requirements. wltural Sector Support Services (ASSS): .-

Eng. Samir Shehata - .
. . Motaz A. Moniem |
Overall Activity Results f;fxa:;: et

The Economic Affairs Sector of MALR will
be able to obtain actual information on farm
production costs and income. This will assist
private and public investment decision making
process, and will enhance the national accounts
calculations. Policy makers and farmers will
have greater confidence in taking decisions based
on timely and more precise statistics, in particular
the following:

and Agribusiness (MA):
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e Farmers will be able to evaluate their agricultural activities against local
averages. With the support of the Agricultural Extension Sector, the new
information and economic indicators will entice farmers to improve their
production operations and select the most profitable cropping pattern.

s By providing data that reflects variability at farm level, the private sector
producers, traders, exporters and importers will base their decisions on such
accurate information.

e The database will also contributed significantly in improving public sector
decision-making processes. The Policy Analysis Unit of the EAS will have
food for thought to perform its responsibilities. This will help the
development program planning for cerfain regions where public investment
is most needed. It will also help the extension sector focus its strategies on
activities that are most useful to the farming community.

e Themore accurate and timely cost of production and farm income data will
assist in fulfilling the 1993 SN A requirements.

RDI is sponsored by the MALR and USAID under the umbrella of the Agricultural Policy Reform
Program (APRP). RDI is led by Development Alternatives, Inc. (DAI), and includes services from the
following subcontractors:

Training Resources Group (TRG)
Office of Studies and Finance (OSAF)
National Consulting Firm (NCF)
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