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Welfar e Effects Obtained by mplementation Eliminate Policy of Milk Subsidy

M. Rastegar Roodmajan‘i, S. Khalilian?, S. A. Mortazav®i, H. Najafi Alamdarloo®

Abstract

In recent years, one of the important issues in Iran has been the implementation of targeted subsidies that in
agricultural commodities included wheat, sugar, vegetable oil and milk. Milk (as a strategic commodity in each
country) has a direct relationship with public health and food security. Despite government intervention in the milk
market in recent decades, the per capita milk changes reflect the increase in per capita milk; but then per capita
consumption is far from body necessary. The purpose of this study was to examine the welfare effects of subsidies
elimination and changes in per capita consumption of milk. For this purpose, we have been used information in years
1353 to 1386. In this study, we estimated demand and supply of milk by the simultaneous equations model. After
calculating the necessary tension, we was surveyed the welfare effects of subsidies elimination by the Grans and Da
Silva method. The results showed that Lack of government intervention in the milk market is caused increasing the
welfare of milk producers, reducing consumer welfare, increased government spending, increase social costs, increase
supply and reduce demand for milk and in result decrease in per capita milk consumption. In the end of this study, we
gave proposal that the government in policy making must investigated minimum per capita consumption, changes in
government spending and social spending.

JEL: 138, L11, P46, Q18

Key words: “milk” “welfare” “targeted” “subsidies’ “simultaneous equations model”
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