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Efficiency and feasibility of cotton production subsidy policy in Iran

Noormohammad Abyar, S.Safdar Hossieni, Ali shahnavazi®

Abstract

In recent years, cotton production subsidies as a solution to increase supply of this product and textile industries has
been proposed. In this paper, the amount of desirable subsidies needed to achieve the aim of providing an adequate
cotton supply to textile industry under four scenarios (four price elasticity of supply) calculated and were compared
with the proposed cotton subsidies (1500 rials per kg). Results showed that there are large differences between
proposed cotton subsidy and desirable subsidies. So due to acute problems of cotton producing countries to support
the subsidy in 1500 rials per kg cotton production subsidy to farmers would not be remedial and increase domestic
supply of cotton. Therefore efficiency of proposed cotton subsidy is low. Results also showed that at least 6,433 rials
per kg subsidy is required to increase domestic supply of cotton equal textile industries needs and in other hand
applying desirable (optimal) subsidies is not possible because it is outside of government willingness and ability.
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