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INTRODUCTION

Capital is very important factor indetermining the kind,
amount and quality of a society’s total preduction. In modern
agriculture farm operators are using more and more non-farm
inputs. These inputs include machinery, feeds, fertilizers, insec-
ticides, herbicides, gasoline, hyrbid seeds, feed additives, etc. Hence
capital has been used to increase the productivity of labour in
farming,

Increasing use of capital in farmmg has been famhtated by
the adoption of yield increasing technology. The new technology
is thus concerned with an intensive use of capital on farms, Al-
thoug_h the adoption of technology generally lowers per unit costs
of production, it increases total capital costs per farm.

Capital in agriculture comes from three main sources, from
landlords, from farm operators and from farm credit. In other
words capital flow to agriculture stems from savings or credii.
The credit source gives rise to capital directly through borrowing.

In' many underdevelop‘ed countries the savings level tends
: to be low. In these situations capital formation is difficult since
the major portion of income is consumed for current necessities.

The principal sources of farm credit in Egypt, egpecially in
the last decade, are government agencies and the co-operative
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agricultural credit system. These sources make loans available
to farm operators in one or more form.

" Objectives of the Study

The general purpose of the study is to shed light on public
finance of agriculture in Egypt during the sixties. The specific
objectives are to : -

1 — Determine the trends of both costs of agricultural production
and farm credit and indicate the relationship between farm
credit and the costs of agricultural production.

o _.Examine the distribution of farm credit according to the
length of time: :

3 __ Examine the distribution of farm credit among in kind cre-
dit and cash credit. ,

4 — Investigate the pattern of the' distribution of farm credit
among the farming aréas (governorates).

5 — Examine the pattern of the distribution of farm. credit among
agricultural products.

Sources of Data
Data used in the analysis were obtained from :

1— The Agency of Agricultural Economics and Statisties, Mini-
stry of Agricuiture.

2 — The Central Agency for Public Mobilization and Statistics.

3 — General Organization for Agricultlira_l Co-operative Credit.

The Relationship between farm Credit and farm Production.

Simple correlation between the total value of farm credit and
the total value of farm production during the study period was
examined. The correlation coefficient was 0.92 and was highly
significant. The coefficient of determination was 0.85. This
means that 85 percent of vaniation in the value of farm produec-
tion may be explained by the veriation in the value of farm

credit.
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Trends of the Costs of Production and Credit in Agriculture :

The following. two- equations indicate the general trends: of

the costs of pf'oduction in agriculture and fa;'fn credit respecti- -

vely during the period 1960-1970. , 't

1—Y = 143.07 + 188 x*
(3.1)

R=209 RZ=08R? =080 N

Where Y indicates the costs of- agricultural production in
L.E. millions and x indicates years.

2—Y =307 + 47 x* ¢ . .
(0.96) '
R =08 R'=075 R?=072

Where Y represents the value of farm credit in L.E. millions

i

and X represents years. - -

The above two equations indicate that while the annual in-
crease in the costs of agricultural production was L.E. 18.8 mil-
lions and represented 7.8% of the average costs of agricultural
production for the study period which was L.BE. 248.7 millions,
the annual increase in the farm credit was L.E. 4.7 millions and
represented 7.2% of the average of farm credit value during the

study period which was L.E, 65.5 millions., - : 2.

Table (1) shows the ratio of farm eredit value to the value
of costs of agricultural production during the period 1960-1970.
The table shows that the ratio of farm credit to the costs of
production in agriculture or the " public finance ranged from
23.7% in 1960/61 to 29.9% in 1963/64. However the average
ratio of the public finance to agriculture to the costs of agricultu-
“ral production was 26.8% during the study period. This means
that farmers provided 73.49% of the costs of production in agri-
culture on the average for the study period. i

® The statistics were significant at 0,01 level.
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Table (1)

Ratio of Farm Credit to the Costs of Agricultural
Production, Egypt, 1960-1970

Farm credit

Years —_
Cost of Agricultural Production
- LY % B
1960761 ) 23.7
1961162 24.0
1962/63 . 29.0
1963164 . 299
1964 /65 28.6
196566 27.4
1966 /67 27.6
1967468 24.0
1968 /69 24.0 .
1969470 27.0 -
Average for the period 26.6-
Table (2) )

. Percentage of.short, Medium ard long term Credit
to total Farm credit, Egypt, 1960-1970

. Short term Medium term Long term
Year credit | credit credit
A % “%
1960/61 06.82 3.13 0.05
1961/62 97.82 2.15 0.03
1962763 $6.0 3.9 0.1
1963/64 94.7 5.3 0.0
196465 . 96,1 3.9 0.0
1965/66 ~ 98.3 1.3 0.0
196667 - 97.4 2.6 0.0
1967768 L 97.1 2.9 0.0
1968/69 92.2 2.8 0.0
1969/70 ) 97.7 2.3 0.0
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Short, Medium, and long term Credit

Table 2 shows, the percentage distribution of farm credit
during the period 1960-70 according to the length of time. The
discloses that the short term credit (redeemable over a period
not exceeding 14 months and designed mainly to finance sowing
and harvesting operations) represented the most important form
of fafm credit during the sixties. However the Jnedium term |
credit (redeemable in 10 years.to finance mamly the purchase
of machinery and cattle) represented only about 3% on the aver-
age of the total value of farm credit during the study period. -
The long term-credit (for the reclamation and- developments of
lands) was ms:gmflcant The insignificance of the lang term
credit could be explained by the fact that the government is
carrymg out all the reclamatlon and development of lands and
not the individuals.

'I‘able 3 mdlcates the percentage of the farm credit used
to finance the purchase of machmery during the period 1960-70.

" Table 3)

Percentage of Farm Credit used to finance Machinery '
- Purchese, Egypt, 1960-1970 e- -

K Percentage of farm credit

© Year ° used to'finance machinery
' purchase '

1960/61 f 0.0
1961/62 . 0.119
1962763 . ’ ~0.025
1963764 - 0.0
1964/65 -t 0.0
1965766 » 1.52
1966767 1.09
1967/68 - 0.679 .

- 1968/6 , 0.341
1969/70, 0.746

The table also indicates. that loans devoted to machmery :
purchase was very small.

— 97 —
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The Distribution of Farm Credit among
in Xind Credit and Cash Credit

Table 4, shows the percentage distribution of farm credit va-
lue during the period 1965-1970 among in kind credit and cash
credit. The table discloses that the average percentage of in
kind credit to the total value of!farm credit during the period
1965-1970 was about 65% and that about 35% on the average
of the total value of farm credit during the same period was

given in the form of cash credit.

. Table (4)
The Percenfage Distribution of Farm Credit
Value among in kind Credit and Cash
Credit, Egypt, 1965-1970

-

Year . In Kind credit Cash Credit

% A
1965/66 60.2 39.8
196667 64.0 36.0
1967/68 67.4 32.6
1968769 67.7 32.3
1969/70 *7 64.9 35.1

=
>
o0

Average for the period 35.2

The Distribution of Farm Credit among
: The Farming Areas (Governorates)

Table 5 shows the average percentages of farm credit appro-
priated to the farming areas during the period 1961-1970.

The governorates which obtained relatively high average
percentages of the total value of farm credit are El Behera, El
Dakahlia, El Minya, El Sharkia, El Gharbia and Kafr El Sheikh.
They obtained on the average 12. 54%, 11. 29%, 9.33%, 8.79%,
8.69% and 7.23% respectively of the total value of farm credit
during the period 1961-1970. Meanwhile the governorates which
obtained relatively low average percentages of the total value
of farm credit are El-Wadi El-Guedid, Port-Said, El-Suez, El-
Ismailia and Alexandria. They obtained on the average 0.033%,
0.035%, 0.036%, 0.41% and 0.76% respectively of the total value
of farm credit during the period 1961-1970.

.
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Table 6 indicates the percentages of the cultivated land, the
contribution to the total value of farm production and the appro-
priated farm credit by governorate during the year 1966 (pre/
war year). ’

The table_shows that while El Behera represented about 12%
of the total cultivated land in Egypt and contributed about 11%
to the total value of farm production, '65taineq. about 13% of the
total value of farm credit.-

However El Dakahlia, El Minya, El Sharkia, El-Gharbia and
Kafr El Sheikh represented about,11%, 7%, 11%, 7% and T% of
the total cultivated-land in Egypt and contributed about 9%, 8%, .
109, 7% and 6% to the total value of farm production and obtai-
ned about 11%, 9%, 8%, T% and 7% of the total value of farm
creditlrespectjvely. ,

While lower Egypt governorates represented about 60% of
the total eultivated land and cont'ributeh about 61% to the total
value of agricultural production, obtained sbout 57% of the
total value of farm credit. Like-wise the middle Egypt governo-
rates represented nearly 21% of the total cultivated land and
contributed about 21% to the total value of agricultural produc-
tion, and obtained ai:out 21% of the total value of farm eredit.
However the upper Egypt governorates represented about 19%
of the total cultivated land and contributed 18% to the total
value of agricultural production and obtained almost 22% of the
total value of farm credit.

The Distribution of Farm Credit among P
: Agricultural Produets
[

While cotton contributed about 14% to the total value of
agrieultural production in 1966 cotton producers obtained about
49% of the total value of farm credit. However zea maize, wheat,
rice and sugar cane contributed to the total value of agricultural
production in 1966 aYout 8%, 7%; 5% and 2% and the crop pro-
ducers obtained about 13%, 109%, 9%, and 6% respectively of the
total value of farm credit, table 7.

— 100 —
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1

Table (6) )

The l’ercentages of Cultivated Land, the Contrlbution

to the total Value of Agricultural Produetion and Appro-
priated Farm Credit by Gevernorate, Egypt, 1966 -

r

Cultwated Contribution to Appropriated

Governorate land the total value Farm credit
‘ - of Agricultural
. . production
A e ' %
Alexandria 0.5 0.7 0.39
-El Behera 12.4 11.1 12.88
E Gharbia . 7.1 7.4 7.36
Kafr El Sheikh 7.4 6.1 +6.81
El Dakahlia 10.5 9.2 11.40
Damietta 1.8 1.5 1.40
El Sharkia 10.8 10.4 8.00
El Ismailia 1.0 1.2 0.35
El Suez 0.1 0.2 0.05
El Monofia . 5.3 8.1 4,48
El Kaliubia 3.2 4.9 2.90
Cairo 0.2 0.4 1.30
{ -
Lower Egypt 60.3 61.1 57.32
El Giza 3.0 5.0 . 1.82
Beni Suef 4.4 4,0 4.88
-El Fayum 5.7 4,7 4.63
El Minya 7.4 7.6 9.31
" Middle Egypt 20.5 21.3 20.64
. -]
Assiut 5.3 5.6 6.63
Sohag 5.4 3.4 6.72
Qina 5.9 5.4 5.97
Aswan 2.6 1.4 2,72

_Upper Egypt. . 19.2 . 17.6 22.04
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This mean§ that the largest part of farm credit value was
devoted to a limited number of traditional agricultural products :
cotton, maize, wheat, rice and sugar cane while the portion of
farm .credit value devoted to vegetables, fruits and livestock pro-
ducts was very small.®

- Tahble (T} -
The Percentages of contribution to the total Value
of Agricultural Production and appropriated credit
by Agricultural Products, Egypt, 1966

Contribution to the Appropriated

- Agricultural Product total Value of Agric- credit
: ultural production i
- % A

Cotton 13.8 48.7
Zea maize 8.3 12.6
Wheat 7.4 10,1
Rice C 4T 9.4
" Sugar-cane . . 1.5 6.1
" Beans ' 2.4 1.2
Onion . . 0.9 . 0.5
Ground nuts 0.4 0.2

Other agricultural products " 60.6 11.2

Table 8 indicates the loans per feddan and the ratio of loans
to costs of production for the main field crops during the period
1980-1970. Cotton producers obtained L.E. 16 in terms of loans
per feddan on the average during the study period. This repre- -
sented about 25% of the costs of producing cotton,

Likewise wheat, Zea maize, rice, and onion producers obtained
LE. 6.3, 52, 6.7 and 7.6 respectively in terms of loans per feddan
on the average during the study period. These loans represented
about 18%, 18%, 14%, and 12% of the costs of producing wheat,
zea maize, rice and onion respectively,

— 102 —
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- However farm operators obtained about L.E. 1.9, 1.9, 1.6 in
terms of loans per feddan on the average during the study period
for beans, sugar cane and ground nuts respectively. Loans re- |
presented 6.9%, 6.9% and 4.7% of the costs of production of
beans, sugar cane and ground nuts respectively.

When table 9, which discloses the average percentage dis-
* tribution of_loans according to farm practices for the main field
crops for the period 1965-1970, was examined it was found. that
insecticides and pest control loans represented about 40% of the
. total value of loans given to cotton producers. Also about 28%
of total value of loans given to cotton producers was to finance
harvesting practices, However fertilizers loans represented 27%
_ of total value of loans given to cotton producers. )
For rice fertilizers loans represented more than 509% of the
" total value of loans given to producers, Likewise harvesting and
seeds loans represented about 23% and 21% respectively of the
total value of loans given to rice producers.

“

, + Table (9) .
The Ave'rage Percentage Distribution of Loans according
: to Farm Practices for the main Field Crops, Egypt,

1965 - 1970
Farm Practice Cotton Rice Zea maize Wheat Onion  Beans
% % 7o % 7 %
Seeds 4.6 21.4 4.1 23.3 19 67.7
Fertilizers 27.0 54.6 93.6 75.7 64.3 31.4
Insecticides 20.1 0.1 0.7 0.1 11.3 0.6
Harvesting 28,1  22.6 1.4 08 2.2 0.2
Pest Control 20.2 1.3 0.2 0.2 3.2 0.1

For zea maii:e fertilizers loans represented about 94% of the
total value of loans given to crop producers.

" For wheat fertilizers and seeds loans represented about 76%
and 23% respectively of the total value of loans obtained by the
producers.

\ -— 104 —
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For onion, producers obtained about 64% and 19% of the
total value of loans in terms of fertilizers and seeds respectively.

Seeds 'and fertilizers loans for beans producers represented
about 68% and 31% respectively of the total value of loans gwen
to them,

f
r H
f
'
'

" Summary and Conelusions

It is known that credit is one of the more important tools
that farm operators use to balance, expand and mtenSny the
factors of production. Furthermore, non-farm inputs means more
farmer's needs to credit. Also, when farmers have low incomes,
they have less of savings to finance the farm business. The
study was carried on to examine the expansion of one of the
main sources of farm credit in Egypt, i.e.,, the state farm credit.

The study revealed that there is a high correlation between
total farm production ‘and the available state farm loans.

While costs of productlon in agriculture increased annually

~ by 7.6% of thé average during the period 1960-1970, state farm

leans increased annually by 7. 2% of the average during the same

period. Likewise, the ratio between state farm loans and the

costs of agricultural production was 2.6% on the average during

the study pericd. This means that farm operators have to provide

on the average 73.4% of the costs of production in agriculture,

It seems that this will be a burden to farmers when they are

. faced with low levels of incomes and they have to meet the ne-
cessities of their life.

The study showed that the short term credit represented
the most important form of farm credit during the sixties. The
medium term credit represented only about 3% on the average '
of the total value of farm credit during the study period. The
long term credit was insignificant. The loans devoted to ma-
chinery purchase was very small. )

The study revealed that the average percentage of in kind
credit to the total value of farm credit during the period 1965-70
was about 65% and that about 33% on the average of the
total value of farm credit during the same period was given in
the form of cash-credit.

— 105 —
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State farm credit distribution among the different farming
areas (governorates) during the year 1966 (pre-war year) was
examined. While lower Egypt governorates represented about
60%% of the total cultivated land and contributed about 619 to
the total value of agricultural production, obtained 57% of the
total value of farm credit. Yet middle Egypt governorates re:
presented nearly 21% of the total cultwated land and contributed
about 21% to the total value of agncultural production and obtai-
ned.about 21% of the total value of farm credit, However upper
Egypt governorates represented about 199% of the total cultivated
land and contributed 18%% to the total value of agncultural produc-
tion and obtamed almost 22% -of the total value of ‘state farm
loans. .

Also state farm loans distribution among agricultural pro-
ducts was examined, However in 1966 while cotton contributed
about 149 to the total value of agricultural produetion, cotton
producers obtained about 49% of the total, value of farm credit.

Zea maize, wheat, rice and sugar cane contributed to the
total value of agricultural production in 1966 about 8%, T%, 5%
and 2% and the crop producers obtained about 13%, 10%, 9%

and 8% respectively of the total value of farm credit.

This means that the largest part of farm credit is devoted
to @ limited number of traditional agricultural products : cotton,
mbize, wheat rice and sugar cane while the portion of farm
credit devoted to vegetables fruits, and livestock produects is
very small.

Farm operators obtained in terms of loans per feddan on
the average during the period 1960-1970' L.E. 16.1 for cotton,
LE. 6.3 for wheat, LLE., 52 for zea maize, LE 6.7 for rice,
L.E. 7.6 for onion and L.E. 19 for beans. However, state
farm loans represented .about 25%, 18%; 17%, 14%, 12% and
7% of the costs of producing cotton, wheat, zea maize, rice,
onion and -beans respectively.

State farm loans were used mainly to finance insecticides
and pest control for cotton, to finance fertilizers for wheat,
zea maize, rice and onion and to-finance seeds for beans.
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