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IMPACT OF EXCHANGE RATE LIBERALIZATION ON
PROFITABILITY OF BROILER INDUSTRY IN MENOUFIA
GOVERNORATE

R. M. A. Zein®, S. M. M. EL-Maghawry®, Mariam A. A. Hannah(®
@ Agricultural Economics Department, Faculty of Agriculture, Menufiya University
@ Agricultural Economics Research Institute

ABSTRACT: The poultry production sector is considered one of the most important
sectors of animal production in Egypt. According to the importance of the poultry sector
in Menoufia governorate and its problems which suffer in the recent years which appear
in extreme fluctuations in the foreign exchange rate in Egypt. The liberalization of
exchange rate is reflected in huge fluctuations in the cost of production; especially most
of production inputs of this sector are imported from abroad. The increasing of cost led
to the inability of some producers to continue production, as well as the consequent
increase in the prices of sales to consumers. The study aimed at measuring the impact
of exchange rate change on the profitability of broiler industry in Menoufia governorate

through a random sample of broiler farms for the period from 1/1/2016 to 31/10/20116

before liberalization the exchange rate, as well as during the productive period for from

5/11/2016 to 15/6/2017 which represents the period after exchange rate liberalization.

The most important results were:

1. The costs of chicks, feed, veterinary care, heating, electricity and water, Sawdust, and
wages of labor after liberalization of exchange rate are increased to about 120%,
144%, 203%, 249%, 132% 140% and 133% respectively of their values before
liberalization of exchange rate.

2. The value of fodder ranked first as the highest cost of production of broiler
production in Menoufia governorate, accounting for about 69% of the total production
costs of the sample before the exchange rate was released, comparative to 70% after
liberalization of exchange rate. In general; the relationship between inputs and output
in broiler industry are almost constant technological relations.

3. Total average income of the dormitory per production period of broiler in the sample
was about 127 and 188 thousand of Egyptian pounds during the two study periods
respectively. The average of net return was about 11 and 17 thousand of Egyptian
pounds during the two periods respectively. The study of the net return per ton of live
weight of broiler is estimated about 1500 and 2300 of Egyptian pounds before and
after release the exchange rate.

4. The rate of profitability per each pound of cost is estimated about 9.5% in the first
period of the study increased to 10.1% in the period after liberalization of the
exchange rate in each production period. These results mean that the producers
despite of the high cost of production after the liberalization of the exchange rate,
they enable to increase their profits by about 4% per annum.

Finally, the study refers to one of the main recommendations of the study is that, higher
production costs have led producers to improve their efficiency in managing the
production of broiler, whereas under the dominant of technological knowledge of small
producers, they can decrease the amount of fodder required for each Kg. of live weight
of broiler by about 50 Gm., and also they can decrease the production period by about
two days. Hence, the importance of productive extension for producers of broiler is
appear in general and for small producer in particular.

Key words: Production costs, exchange rate, total revenue, net return, broiler industry,
Menoufia governorate
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