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. Abstract

: Introduction: To support broiler producers and consumers, the government has
: implemented a range of policies in recent years. These policies involve the supply and
: distribution of subsidized inputs, as well as supportive purchase and distribution of
¢ chicken meat, aimed at regulating the market in Iran. Government intervention
. significantly influences the cost and real price of the commodity. These distortions can
pose challenges for the economic evaluation of the production process and decision-
¢ making.The objective of this study was to assess the cost and income status of broiler
¢ producers across different capacities, considering both shadow and market prices, within
: Fars province. We calculated and analyzed the comparative advantage of broiler
production using relevant evaluation indices. Furthermore, we assessed and analyzed the
: impact of government policies on the input market, broiler production, and overall
: support. Additionally, we investigated and analyzed the effects of factors such as
: production unit capacity and season on the comparative advantage of broiler production.
¢ Materials and Methods: To assess the extent of distortions and the impact of
: government policies on broiler production and consumption, we utilized the Policy
¢ Analysis Matrix (PAM) method. This method stands as one of the most comprehensive
: approaches for measuring comparative advantage. The Policy Analysis Matrix involves
a dual-accounting technique that condenses budgeting information for both in-farm and
: out-of-farm activities. It operates based on a fundamental equation (profit = income —
¢ cost) and proves particularly significant in examining the effects of government

Broiler, Comparative Advantage, : intervention in the agricultural production process. This examination helps in making

Competitive  Ability,  Policy : informed decisions regarding the continuation of existing policies or the design of new
: programs.

¢ Findings: Based on the results, the Domestic Resource Cost is found to be less than one,
: indicating that broiler production holds a comparative advantage in Fars Province. The
Nominal Protection Coefficient for Output also falls below one, suggesting indirect
¢ taxation on producers. Similarly, the Nominal Protection Coefficient for Input is less than
. one, highlighting that the shadow price of inputs exceeds their market price, indicating
* indirect subsidies. Based on the Effective Protection Coefficient, it is evident that the

simultaneous government interventions in the input and output markets have been to the
detriment of broiler producers.

Conclusion: Broiler production in Fars Province exhibits a comparative advantage;
however, its current production heavily relies on imported inputs such as corn and
soybean meal. The production and supply of broilers have experienced significant
fluctuations in recent years due to government policies in both the input and consumption
markets. To mitigate these fluctuations and stabilize the market, it is recommended that
the government gradually reduces support for inputs by adjusting the exchange rate and
ensuring transparency in the pricing of imported inputs. Additionally, less interference in
determining the price of chicken meat on the consumption side would contribute to a
more stable market.
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Extended Abstract

Introduction:

In order to support broiler chicken producers and
consumers, the government of Iran has implemented
a range of policies involving the supply and
distribution of subsidized inputs, as well as
supportive purchasing and distribution of chicken
meat. These instruments have been employed to
regulate the market in recent years. Government
intervention significantly impacts the cost and real
price of the commodity, and these distortions can
pose challenges in accurately evaluating the
economic aspects of the production process and in
decision-making.

To gauge the extent of these deviations and perform
an economic evaluation of the production of various
commodities, the Policy Analysis Matrix (PAM)
method has been utilized (10). This matrix is widely
recognized and employed to assess the state of
production concerning competitiveness,
comparative advantage, and the impact of
government policies. Comparative advantage, a
pivotal economic criterion for production planning,
signifies a country or region's ability to produce a
product at a lower cost. Consideration of the
comparative advantage of economic activities is a
critical aspect of economic planning.

Given the significance of broiler production in terms
of its share of chicken meat consumption in Iranian
households and its overall contribution to
production, this study employs the PAM method to
evaluate the impact of government policies on
broiler production and ascertain the existence of a
comparative advantage in production within Fars
Province—a province recognized for its poultry
industry. Over the years, chicken meat production in
Fars Province has notably increased, from 105.5
thousand tons in 2011 to 188.18 thousand tons in
2019. Notably, Fars Province ranks sixth among the
country's provinces in broiler chicken production,
following Mazandaran, Golestan, Gilan, Isfahan,
and Khorasan Razavi provinces in 2019 (7).

Given these considerations, this study aims to
address the following key questions regarding the
broiler industry in Fars Province: What is the current
status of the comparative advantage of broiler
production based on evaluation indices of
comparative advantage? What has been the direction
of government policies in the realms of the broiler
main inputs market, the commaodity (chicken meat),
and the overall effective support rate? Lastly, how
do factors such as broiler capacity and seasonal
variations impact the comparative advantage of
broiler production?

Materials and Methods

To investigate the extent of distortions and the
impact of government policies on broiler production
and consumption, we utilized the Policy Analysis
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Matrix (PAM) method. This approach stands as one
of the most comprehensive tools for assessing
comparative advantage. PAM is a double-digit
accounting technique that consolidates budgetary
information for both in-farm and out-of-farm
activities. It operates on the fundamental economic
equation (profit = income — cost) and is instrumental
in scrutinizing the ramifications of government
intervention in the agricultural production process.
This analysis aids in determining the necessity of
maintaining existing policies or developing new
programs.

The PAM methodology necessitates the utilization
of both primary and secondary data. Primary data,
encompassing quantities of farm outputs and inputs,
farm scale, and prices paid and received by
producers, were obtained through a field survey
involving broiler producers in Fars Province. On the
other hand, secondary data, such as Free on Board
(FOB) prices of tradable inputs and outputs, and
exchange rates, were sourced from published
reports.

Through PAM calculations, various indices were
computed, including Domestic Resource Cost
(DRC), Social Cost Benefit (SCB), Net Social
Profitability (NSP), National Protection Coefficient
(NCP), Effective Protection Coefficient (EPC),
Competitiveness Domestic Cost (CDC), and
Competitiveness Export Cost (CEC). These indices
provide valuable insights into the economic
dynamics of broiler production and its interaction
with government policies.

Findings

Based on the findings, both the Domestic Resource
Cost and Social Cost Benefit indices are below one,
indicating a comparative advantage in broiler
production within Fars Province. Consequently,
domestic production proves to be more cost-
effective than imports. The highest level of
comparative advantage is observed among broiler
farms with capacities ranging from twenty to thirty
thousand pieces. For broiler farms of varying
capacities, both the domestic and export
competitiveness indices are less than one.
Additionally, the Nominal Protection Coefficient for
Output is less than one, signifying indirect taxation
for producers. Similarly, the Nominal Protection
Coefficient for Input is less than one, indicating
indirect subsidies for producers. The Effective
Protection Coefficient also registers below one,
revealing that government interventions in both the
input and output markets have been to the detriment
of broiler producers.
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Discussion

The study's findings reveal that despite heavy
reliance on the import of essential production inputs
(corn and soybean meal), the broiler production
sector in Fars Province holds a comparative
advantage. This advantage can be attributed to the
region's natural capabilities and technical expertise,
leading to reduced production costs and enhanced
productivity. The Policy Analysis Matrix results for
broiler farms with capacities of 10, 20, 30, and 45
thousand demonstrated that market and shadow
incomes exceed market and shadow costs across
different seasons. Consequently, market and social
profitability remain positive, indicating the
producers' ability to compete both domestically and
internationally.

Moreover, the positive shadow profit suggests that,

in conditions of free competition without
government  market interventions, broiler
production in Fars Province maintains a

comparative advantage. The evaluation of policy
effects on income, gauged by the difference between
market and social income, yielded a negative
assessment. This negative index signifies adverse
support and implicit taxation imposed by the
government on domestic producers. Conversely, the
examination of policy effects on tradable and non-
tradable production inputs revealed direct and
indirect subsidies to production inputs, reflecting
government support to domestic producers through
established policies.

The net policy effect, derived from the difference
between market and social profits of producers,
portrayed a negative evaluation for broiler capacities
across various seasons. Consequently, government
support for producers manifested as negative, with
producers potentially benefitting more (or less)
under conditions of free competition. In essence, the
shadow profit surpassed the market profit, indicating
that producers bear the brunt of the government's
interventionist policies.

Conclusion
Broiler chicken production in Fars Province exhibits
a comparative advantage; however, recent years
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have seen a significant dependency on the import of
corn and soybean meal inputs. This dependence has
led to notable fluctuations in the production and
supply of broiler chicken, primarily attributed to
government policies affecting both input markets on
the production side and price controls on the
consumption side.

To mitigate production fluctuations, it is
recommended that the government stabilizes the
market by progressively reducing input support,
adjusting the exchange rate, and accurately pricing
imported inputs. Moreover, minimizing interference
in determining the price of chicken meat on the
consumption side is crucial. Government
intervention in price control should ideally focus on
establishing floor and ceiling prices. Economic tools
should be selectively utilized only when prices fall
below the floor price for producers or exceed the
ceiling price for consumers.

The study's results strongly affirm the comparative
advantage of broiler production in Fars Province.
Consequently, strategic planning for chicken meat
export, especially to neighboring countries, is both
viable and recommended. A positive stride towards
targeted subsidies involves gradually reducing input
support while refraining from interfering in the
pricing of chicken meat.
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