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Demand for Production Inputs and Welfare Effects of Fertilizer’ Price Surging Using By Almost Ideal
Demand System: Wheat Producers in Sistan Province

The growth of the agricultural sector is faced with constraints such as access to inputs. Increasing concerns about
water availability, water quality, ecosystem sustainability and food security, especially in arid and semiarid
regions, has increased the importance of quantitative assessment of agricultural inputs Substitution to study of
agricultural and environmental policies. So in this study tried to examine sensitivity of demand inputs to price
change using by almost ideal demand system and the complementary and substitutionary relationships between
the inputs considering. Then, we calculated the effects of Fertilizer’ Price Surging on inputs consumption,
production cost and profit that reflects change in producers’ welfare. The results showed that own-price elasticity
demand for production inputs (expect seed) are smaller than one that represents the low sensitivity of demand of
price changes. Cross elasticity represents the low complementary and substitutionary relationships between the
inputs. Finally, increasing of Fertilizer’ Price under three scenario 25, 50 and 75 percent lead to reduction of profit
about 1.65, 3.05 and 4.19 percent, respectively, which in this study was considered an indicator of changes in the
farmers’ welfare. Also, due to the complementary relationship between water and fertilizer, water consumption
reduces by about 0.24, 0.49 and 0.74 percent, respectively, that can be considered to water conservation.
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