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Examining the Effects of Reducing Chemical Fertilizer Subsidy on Export of
Agriculture Sector
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Abstract

Considering agriculture sector as one of the most important economic and social parts of the country, quality and
quantity of its products have a significant effect on production of other sectors and also export why, this part of
the society has allocated notable share of non-oil export and has an important role in exchanging process of the
country. Also, with regarding environmental and humanism effects of the quality of produced crops, considering
political aspects of this part’s inputs especially, chemical inputs, has a specific importance so that in this way,
negative effects of assistance polices namely chemical inputs are ignored. Subsidy and assistance polices can
change dominant models of trade and invert universal markets and follow resources to non-efficient and non-
economical paths. In this base, reviewing other countries” experiences can help more and more. Examining
experiences of different countries show that, reforming subsidy systems always have faced with different
challenges. Therefore, each country has used motley of different ways for pointing subsidies, with regard to its
condition. So, in this study by using time series techniques and use of VECM model, the Effect of Fertilizer
Subsidy Reduction on agronomy export for 1994-2007 was analyzed. Also, political process of chemical inputs in
some countries and experiences of these countries are compared. Results indicated that Subsidy removing in most
developed countries has a significant effect on export and on the other hand, eliminating fertilizer subsidy and
increasing fertilizer price can have poor effect on production, fertilizer demand, prices and trade. Also, researches
have showed that, paying subsidy to agricultural inputs especially chemical fertilizer, causes unlimited use of
inputs, and so reduces productivity of the crop, in most cases digression in utilization of subsidised inputs for
preferred products by farmer ( usually main nutrition ) instead of export products ( like cotton ) that was in regard
of government subsidy politic, is seen.
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