
AN EVALUATION OF FARM SUBSIDIES

8 Evaluation of Agricultural Subsidies and the Welfare of Farmers. â€¢ In many cases, subsidized inputs (fertilizers and
seeds) end up in the hands of unproductive.

In the s, the U. This article is published in collaboration with The Conversation. Across a broad array of
fertiliser response estimates, the programme remains pro-poor. It is the apex body for co-ordinating, guiding
and managing research and education in agriculture including horticulture, fisheries and animal sciences. Free
market economists argue that subsidies distort markets and make a country less competitive in the long run. It
was formerly known as Imperial Council of Agricultural Research. Evaluation of Point 3 Although this
argument seems plausible it needs to be put into context. In poor countries, where a large fraction of the
population is engaged in farming, governments have tended to tax and regulate agriculture. A subsidy is a
financial payment to farmers either as a direct payment or a subsidy per unit of production. For the
less-supported commodities the rate is typically below 5 percent. There is a risk that higher food prices might
therefore lead to a rise in food poverty and perhaps an increase in under-nourishment. Hence, the domestic
political stage is set for continued transfers from a broad constituency of voters, who pay little attention to the
issue, to a much smaller group, for whom farm subsidies are vital to their short-run economic well-being. In a
recent paper , we present a comprehensive evaluation of the programme and its macroeconomic effects. That
practice is still used in the European Union and Japan. Sumner, Daniel A. Looking forward beyond improving
straight operations, there are opportunities to lock in durable development gains by considering how fertiliser
subsidies could be packaged with companion efforts in areas such as: soil fertility management practices;
investments in rural roads; and export opportunities. These and other spillover effects have been largely
unaccounted for in existing evaluations. Economists have estimated that U. Capital Investment - Gradually,
the government should withdraw subsidies and possibly convert them to capital investments in the sector.
Likewise, subsidies on power have resulted in depletion of the groundwater. New York: Twentieth Century
Fund,  These countries, along with Japan , now have among the highest subsidy and protection rates in the
world. What could be done? With trade barriers already in place for agricultural commodities and everything
else, this law gave the government the power to set minimum prices and included government stock
acquisition, land idling, and schemes to cut supplies by destroying livestock. Sumner is the Frank H. As
globalization has increased, farm trade barriers and subsidies that block pursuit of agricultural comparative
advantage have become more disruptive to normal trade relations and trade negotiations. The impacts of the
subsidies depend on their form. In addition, the improved seeds distributed under the programme are more
drought-tolerant than local varieties. Farm subsidy programs typically transfer income from consumers and
taxpayers to farm operators, especially to owners of farmland and other resources used in farm production.
Implementing the programme has prompted large cuts to other agricultural programmes, such as irrigation,
research and extension, as well as to other sectors, including roads, industry and the environment. Lower
prices and a fall in output would cause a fall in total revenue. The farm input subsidy programme is a prime
example of a large-scale development programme. Rationalizing subsidies - Subsidising the cost of inputs is
not going to end the problems of the marginal farmers of India. Amsterdam: Elsevier, 


