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Effects of fuel subsidy elimination on rice cost: Case study of Kamfiruz rice

Masoud mobaser: m.sc. of agricultural economic respectively, Islamic azad university, kazeroon
branch

Abstract:

Fuel is most important Disposability input in agricultural section that’s have a large share of subsides
paid to farmers from last years. So the main purpose of this study is considering the effect of fuel
subsidy deletion on rice rounded price. To this aim, Total amount of domestic support of rice
production was computed; also fuel share from total support was determined. So, rice bounded
Translog cost function estimated with using data obtained from chosen rice planter from fars
province (kamfirous area) in year 2012. Then, demand of production factors was estimated
and finally, effect of fuel subsides deletion on rice rounded price was computed in kamfirouz area
with calculation elasticity of inputs such as machinery and water. The result showed that, fuel input is
most share from total support allocated to it. In this regard, 83 percent of total paid subsidy to inputs is
associated to data from fuel subsidy in 1996. The results of cost function estimation showed that with
deletion of 50 percent of fuel subsidy, 56 percent amount of fuel consumption will decrease. Because
of this decreasing the amount of production and area harvested will decrease to 22 and 13 percent
respectively. Also productions costs in per hectare has 15 percent growth and with complete fuel
subside deletion, 92 percent scale of fuel consumption via rice planter will have decrease that its effect
production decrease to 44 percent amount. Area harvested with comparing the absent with subsidy
decrease 27 percent. Also production costs in per hectares have 37 percent growth that finally leads to
decreasing producers benefits. Other results show that increasing in machinery, chemical fertilizer and
water using lead to increasing in energy and poison consumption and increasing in labor use lead to
decreasing in energy consumption in rice production. So, Fuel price adjustments must be made with
caution.

JEL:0.0,.0,

Key words: fuel, bounded translog cost function, rice price, cost elasticity, total amount of
domestic support
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