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Comparing guaranteed purchase policy with direct payments to producers
of cotton, dates, and raisin in Fars province
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Abstract

In this study, welfare effects of the guaranteed purchase policy on dates, cotton and raisin in Fars
province was studied alongside with the similar effects of direct payment policy as an alternative. Two
general views were considered to investigate the current situation of the guaranteed purchase policy.
First, pessimistic view on the policy was reviewed by comparing the current situation with full
covering of the policy where total produced dates, cotton and raisins can be sold at the gauranteed
prices. Then, the effects were compared with and without the policy. Moreover, optimistic view on the
policy by which the market price is believed to be higher at the existence of the policy was also
studied. Finally, the guaranteed purchase policy was compared with direct payment policy. Although
the results were not perfectly similar for all studied products, it seems that the latter policy has some
advantages and therefore may be regarded as an alternative for the former.
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