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Introduction
1 Principles of applied welfare economics
2 Price policy |
3 Price policy Il

4 EU agricultural policy and international framework
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Applied Welfare Economics and
Agricultural Policy

5 Agricultural policy in transition countries (Wilkin)
6 EU enlargement and accession (Wilkin)

/ Rural finance in development (Heidhues)

8 Structural adjustment policies (Heidhues)

9 Structural policy
10 Multiobjective policy analysis
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Welfare Effects of Structural Policies
Closed economy
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
Closed economy
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Welfare Effects of Structural Policies
Closed economy
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Welfare Effects of Structural Policies
Closed economy
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Welfare Effects of Structural Policies
Closed economy
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Welfare Effects of Structural Policies
Import country
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Welfare Effects of Structural Policies
Import country
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
Import country
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Welfare Effects of Structural Policies
Export country
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
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Welfare Effects of Structural Policies
Some questions

Should government support structural change?
Do the farmers benefit from structural policies?
Trade and structural policies

,Reverse” structural policy
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Welfare Effects of Structural Policies
over Time
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Welfare Effects of Structural Policies
over Time
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Welfare Effects of Structural Policies
over Time
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PV - Present value (of net welfare effects of the structural policy)
i - Interest rate

| - Internal rate of return

W - Welfare

NW - Net welfare
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Cost-Benefit-Analysis of Extension Services

How does extension affect production?
What is the welfare effect of the supply curve shift?

How can the welfare effect be calculated in a
cost-benefit context?

What about alternative policies?

What about other goals persued?
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Optimal Structural Policies

maxL=py -q;(e;) + py -q,(e;) + L[e-e;-e,]

with pViV - world market price
9. - production quantity

e - government expenditure
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Optimal Structural Policies

Structural policy (1) Structural policy (2)
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MVP - Marginal value product
i - Shadow price of expenditure for structural policies
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Optimal Structural Policies
The parity approach

oq. oq with pw - World market price
p:"’ 8el- = pY 8ej- q - Production quantity
' : J e - Government expenditure
pW aqi €9 pw aqj S 4
e, Qe i oe Qe
pW g_iz pW g_i € - Production elasticity
i€ i g
Vi€ V& v - Production value
e €
For €= & e ~ v, or| v = v
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Optimal Structural Policies
Mathematical programming

Policy
options

Goals

Urban food security

Farmers income / /
/ /
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/ / Investmen

y s

© Dieter Kirschke, HU Berlin




Ch9: 30/36

Optimal Structural Policies
Mathematical programming

Quelle: Kirschke, D.; Jechlitschka, K. (2002): Angewandte Mikrookonomik und Wirtschaftspolitik mit Excel
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Optimal Structural Policies
Interactive Programming Approach

Humboldt University of Berlin
Faculty of Agriculture and Horticulture
Chair for Agricultural Policy

Prof. Dr. Dr. h.c. Dieter Kirschke

Basic Multiobjective Sensitivity Adjustment
Analysis Analysis Analysis Analysis

Calculation
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Supporting Agriculture by
Price and Structural Policies
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Agro-ecological zones and land use
in Liberia, 1980
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Productivity reserves in Liberian small-scale agriculture

- Foreign trade value 2 in % of domestic resource use, 1982 -

Kautschuk Kaffee Kakao Trockenreis Nassreis Maniok b)

‘ 3 traditionelle Verfahren B verbesserte Produktionsverfahren O3 unterschiedliche Verfahren

3) Lieferung Monrovia. ®) Kostenbewertung auf der Grundlage des Arbeitseinsatzes
Source: Kirschke (1985)
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Questions

1. Compare welfare and distributional effects of structural policies in a
closed and an open economy!

2. Outline the principle of optimal structural policies!

3. Describe mathematical programming approaches for designing
optimal structural policies!

4. Should price and structural policies be guided by a self-sufficiency
perspective?

5. Discuss some options for the development of the agricultural sector
in a sub-humid West-African country!
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