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Consequences of Wheat Support Policies in Iran 1989-2008

Dorna Jahngirpour & S.safdar Hosseini '
Abstract

Government policies to providing farmers benefit and food security and improving living standards of agricultural
products consumers is inevitabl. Given the importance of wheat in the consumption pattern of households, this
product has always been considered by policymakers.the government subsidies to wheat consumption in the cheap
food policy framework and supports wheat product ion by setting guaranteed prices, subsidies to inputs and
production . This study analyzed the effects of policy choices in the wheat market including guaranteed purchase
price, production subsidies, insurance product and a cheap food policy. Required data for for this study extracted
from the database of the Central Bank for the years 1368 to 1387 and previous studies. The total change in
producer welfare results show that government intervention in wheat market in the years that the guaranteed price
is higher than the world price, the producer welfare is higher than free trade state. Given that consumer prices has
been less than world price in most years so consumers in Iran has benefited from government intervention in the
market have. The social cost of government support policies increase along with producers welfare increasing,
especially in years after 1377 with an increasing trend. Results During the study period suggests minimizing
social costs of government support policies by optimal allocation of subsidies. Because of the wheat importance
in households food basket, government can reduces subsidies to consumer and just support producers to self-

sufficiency in wheat market by making appropriate policy.
JEL classification: D6, D7

Keywords: Wheat, Support Price Policy, Cheap Food Policy, Product Insurance, Subsidy to Input.
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