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ECONOMICS OF FOOD MARKETS
Class 5  Price policy analysis

Classes take the form of three student presentations, followed by questions and comments. Each presentation should be based on Powerpoint slides, and should be a maximum of 6 slides. The presentation should not take longer than 10 minutes, with 5 minutes for questions. Please send me your slides before the morning of the class so that I can make acetates for your presentation.

In order to get the most out of the classes, each student is asked to prepare the questions before coming to class.

1. Show the price/quantity (allocation) and welfare effects for the Thai government which introduces an export tax in the rice market. Examine the effects under two scenarios

a. Elastic supply of Thai rice

b. Inelastic supply of Thai rice

2. Discuss the welfare impact of government funding for agricultural R&D. Increased R&D funding will shift the supply curve to the right. Investigate the welfare effect in five cases.

a. Roughly equal slopes of supply and demand curves in a closed economy

b. Inelastic demand and elastic supply in a closed economy

c. Inelastic supply and elastic demand in a closed economy

d. The effect in an open economy

What conclusions can you draw about who should fund agricultural research?

3. The government of an importing country wants to introduce a policy to support the incomes of its farmers. It is considering making the choice between three policies:

a. Import tariff

b. Import quota

c. Deficiency payment

What option would you advise the government to choose?
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