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An Economic Study for the Change Effect of Egyptian Pound
Exchange Rate on Egyptian Agricultural Exports

Dr.Rabab Ahmed Mahmoud Elkhateb

Researcher- Desert Research Center

Summary
The exchange rate represents the backbone of the economy of any country in the

world; whether it is a developed countries or developing countries. Consequently,
most governments are pursuing policies aiming at guaranteeing the stability of their
exchange rates to spare their countries the sharp fluctuations in currencies from time
to time. The problem of the research is the current growing demand for foreign
currency in Egypt exceeding the quantities offered supply. This led to a clear
decline in the current supply provision of The US Dollar causing negative effects on
The Egyptian Pound. The negative effect is manifested in the successive decline of
The Egyptian Pound value.

Hence, the research aimed to measure and analyze the impact of the Egyptian
Pound exchange rate changes on the Egyptian Agricultural Trade. The research is
based on the method of descriptive and quantitative analysis. It also relied on
secondary data issued by the Central Authority for Public Mobilization and Statistics
(Statistical Yearbook) and The Central Bank of Egypt website.

The study applies estimate equations of the general time trend wherein the years
have taken an annual statistically significant trend during the study period for all
assessed above mentioned total values except for rice and cotton exports.

The results also pointed out that the most important determinant of the Egyptian
Pound exchange rate pricing against The Dollar during the period (2000-2016)
is the total values of Egyptian imports, workers’ abroad remittances and the inflation
rate; wherein the value of the determination coefficient of the model is estimated at
about 0.82, indicating that about 82% of the changes in the Egyptian Pound during
that period is due to the change in these independent factors.

The study measures the impactof the exchange rate on Egypt’s exports
total value, particularly, Egypt’s exports ofthe most important agricultural
crops namely: oranges, rice, cotton, potatoes and grapes. Findings reveal that there is
a positive inverse statistically confirmed correlation between the exchange rate

changes and these exports total value. The rise in the exchange rate leads to
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encouraging and increasing agricultural exports. This relationship is consistent

with the economic logic.

The study assessed the impact of January 2011 Revolution on both the total value

of Egypt's total agricultural exports and imports; and on Egyptian exports of the most

important crops. The results of the study indicated that the economic changes in the

Egyptian economy after January 2011 Revolution had a negative impact on Egyptian

Agricultural Trade in general.

In view of the reached results, the study concluded a set of recommendations,

which are as follows:

1.

The Government should follow the policy of reducing imports through the
implementation of all programs, plans and policies aiming at increasing domestic
alternates of imported commodities to rely on local products as much as possible.
It is necessary for the Government to address all the negative effects of inflation
and propose a range of solutions, measures and policies that will benefit decision
makers and economic policy makers in order to contain current and future
inflation in order to reduce its negative effects on all economic sectors in the
country.

It is important that the government take all appropriate economic measures and
policies in order to attract more foreign currency, more of workers abroad
remittances. This is by facilitating transfer procedures, control of the interest rate
and providing all incentive incentives, such as the freedom to open accounts in
foreign currencies, the possibility of using such currencies to import goods from
abroad, and other facilities.

Implement agricultural policies aiming at achieving self-sufficiency of some
essential commodities, especially food being the major component of Egyptian
imports.

Attempt to increase the competitiveness of Egyptian products in overseas markets
and to restore equilibrium in Egypt’s Trade Balance. This should positively affect

the stability of the exchange rate.



