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Effects of fuel subsidy elimination on Wheat cost : Case study of Marvdasht

Somayeh Shakeri dehkordi*, Mehdi Kazemi®& Javad Torkamani?®

Abstract

Subsidies are Price the government to deliver goods and services to consumers and to support the cheaper the price
paid to producers can compete. A large share of the payment of subsidies to agricultural products is related to the fuel.
The decision to remove fuel subsidies, this paper examines the removal of fuel subsidies on the price of wheat in the
city pays Marvdasht and then using the translog production function and the cross-price elasticity for each of their
production inputs, the impact of fuel subsidies on the price of wheat was calculated. Wheat production increased fuel
costs and reduce profits by more than 20 percent of the manufacturers. results show that the reduction and elimination
of the fuel increases the cost of wheat. With wheat prices rising cost of inputs and agricultural machinery at the same
time, demand the production of wheat by farmers has also declined.In this regard revising the policy of granting
subsidies fueled by government policies such as supplemental insurance products, irrigation systems, inputs such as
fertilizers, chemical pesticides or improved seeds, training and raising the scientific level, farmers use machines
hazardous fuels are less necessary, is possible.be found.

Jel: 013- Q41- R34

Keyword: Subsidies, fuel, price, wheat, Marvdasht
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