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Welfar e effects of milk’s subsidy reform on urban households

Fatemeh Fathi, Mohammad Bakhshoodeh™

Abstract

Policy maker consider welfare changing on economic policy. Price changing is one of the factors that affect welfare of
social. Milk is an important feed for nutrition and food safety that protected by government. In this study considered
urban welfare changing affected by price changed (eliminated milk’s subsidy) by CV and EV criteria. For these
purposes, almost ideal demand system estimated during of 1982-2009. Results showed that, in despite of, along with
the increasing percent change of price, estimation of CV and EV not change obviously. Hence if total subsidy of milk
eliminated, household's welfare didn’'t change clearly. With decreasing of government expenditure as a result of
eliminate subsidy would help households mainly teenagers with distribution of milk on their schools.

JEL: D6, P22

Key words: Welfare, Compensating variation, Equivalent variation, Price change, Milk
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