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Due to the increasing trend in prices for food and energy products in global markets,
subsidy removal and complementary policies have received significant attention in recent
years. Critics of subsidy removal express concerns about the potential negative effects on
the economy, including impacts on GDP, employment, household welfare, and production
sectors. This has led to worries among majority economic policy-making bodies regarding

potential social unrest, particularly its impact on low-income households. Therefore,
there exists a debate in the literature on the potential impacts of subsidy removal. This
study aims to provide a comprehensive overview of the impacts of subsidy removal
policies and related subjects using the Preferred Reporting Items for Systematic Reviews
and Meta-Analyses (PRISMA). The main research question is, ‘Do subsidy removal
schemes necessarily lead to economic distortions?’ The results indicate that impacts on
the economy and household indicators are more explored than the influences on
government and industry. The magnitude of these impacts varies depending on the types
of subsidies and the extent of subsidy reduction. Considerable attention has been given
to the impact of energy subsidy removal in Asian developing countries, while there is a
lack of studies on other subsidized products and developed countries. Governments are
advised to investigate their unique internal policy dynamics while considering external

environments.

INTRODUCTION

The mechanisms and procedures to achieve the 17 Sus-
tainable Development Goals (SDGs) of the UN Agenda 2030
have become a significant policy topic within emerging
market and developing economies (Barbier & Burgess,
2023). Government interventions in form of price subsidies
is one of the major policies that have direct impacts on
natural resource consumption and depletion of non-renew-
able resources. A subsidy, in the context of government
assistance, encompasses various forms of financial contri-
butions, income support, or price support aimed at bene-
fiting the recipient. Specifically, a price subsidy refers to
a form of subsidy that causes a deviation of actual prices
faced by consumers and producers from a benchmark level.
These subsidy programs exhibit diverse forms and cate-
gories, including financial transfers to producers or con-
sumers, providing goods or services at reduced or no cost,
and regulatory policies facilitating transfers between differ-
ent groups (WTO, 2006). Price subsidies are employed to in-
fluence consumption and production patterns, as well as re-
source distribution (International Monetary Fund, 2008).

Besides, subsidies are designed to benefit recipients by
overcoming international price fluctuations, promoting
trade, increasing industrial development, and improving
household welfare (Jeong, 2023). The responsiveness of de-
mand to price changes is a critical input for evaluating
policies aimed at reforming subsidies and appreciating the
trade-offs between the economic, environmental, and so-
cial impacts of such policies (Ellis, 2010).

However, many studies prove that subsidy programmes
are inefficient and fail to meet their objectives (Comman-
der, 2012; Couharde & Mouhoud, 2020; Min Soo et al.,
2011; Zarepour & Wagner, 2022). Paying subsidy for goods
encourages unsustainable consumption patterns in land,
fossil-fuels, water and other natural resources (Coady et
al., 2017), which also results in heavy government financial
burden, smuggling and fraud (Ghoddusi et al., 2022), as
well as creating corruption problems (Akanle et al., 2014).
Empirical studies show significant social costs of subsidies,
and a causal relationship exists between subsidies and pub-
lic social spending.1

1 For example, in energy subsidies, the cost of transferring one dollar to the poorest 20% group targeted through gasoline and kerosene
subsidies has resulted in government expenditures of around USD$ 33 and USDS$ 5, respectively (Arze del Granado et al., 2012). On aver-
age, expenditure on education and health is reduced by 0.6% of GDP if energy subsidy expenditure increases by 1% of GDP (Ebeke et al.,

2015).
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Applying any form of subsidy removal policy would not
only generate government revenues, but also reduce the
inefficient use of natural resources and in turn would re-
duce pollutions and externalities. In general terms, there is
evidence of the mixed relationship between economic, so-
cial, and natural resource issues. Empirical findings of rela-
tionship between subsidy removal and economic variables,
environment and changes in consumption and production
patterns are based on conditions that under business-as-
usual scenarios, the economy reached to an equilibrium
which there is no inefficient resource allocation, even with
the presence of subsidy. In fact, it is not only assumed
that all markets find their equilibrium with subsidy but also
that nothing happens until new equilibrium is reached after
subsidy removal. As the inputs, models and outcomes from
these assumptions are very important for policy decision,
the empirical findings from the literature are described in
the following sections.

Removing subsidy issue is especially important for set-
ting goals and developing policies in areas such as natural
resource sustainability (land, non-renewable fuels, water
resources), environmental economics (air and water pollu-
tions), public economics (subsidy distribution), public fi-
nance (fiscal budget deficit) and urban economics (con-
gestion and traffic). However, there are active debates on
removing subsidies to reduce the adverse impacts. There
are many concerns for the government to phase out subsi-
dies. One main concern is that higher prices caused by sub-
sidy reform would negatively affect household welfare, es-
pecially for vulnerable low-income households, which may
push them below the poverty line (Coxhead & Grainger,
2018; Jewell et al., 2018). Furthermore, public resistance
occurred when some countries attempted to reform the ex-
isting subsidy policies (Gutner, 2002). Another reason is
that subsidy removal policy normally creates political pres-
sure on the government, as the reform may result in losing
public political support for their party. Therefore, under-
standing the impacts of subsidy removal is of great sig-
nificance. To do this, a comprehensive literature review is
needed to identify literature and modelling gaps properly.

Although, there are large volumes of literature on the
impacts of subsidy removal, only Couharde and Mouhoud
(2020) reviewed the income-distributional effects and
poverty impact of fossil fuel subsidy reforms. Insufficient
reviews prevent a comprehensive understanding of the im-
pacts of subsidy removal. To address these gaps, the pre-
sent review makes two significant contributions: 1) devel-
oping a systematic literature review on the impacts of
subsidy removal; 2) identifying the products, countries
studied, impact distributions, and policy suggestion distri-
butions. It highlights impacts that have received limited ex-
ploration or are subject to contention, thereby providing
scope for future research. The rest of the paper is organized
as follows: Section 2 describes the research design and
methodology, Section 3 discusses the results, and Section 4
provides the conclusion.

RESEARCH DESIGN AND METHODOLOGY

This research sought a complete overview of the subsidy
removal policy. For achieving this objective, this study pro-
ceeds with both quality and quantity analysis of the liter-
ature. It will follow an updated guidance of a Systematic
Literature Review (SLR) to investigate the issues and chal-
lenges of subsidy removal agenda.

Search Strategy and Information Sources

This research adopted the Preferred Reporting Items for
Systematic reviews and Meta Analyses (PRISMA) statement
(Page et al., 2021). It allowed us to describe the review pro-
cedure and to define the boundaries of what is known and
what is not known by a replicable, scientific, and transpar-
ent process. This minimises the bias and omissions and im-
proves the reliability and accuracy of conclusions by pro-
viding explicit study guidelines for the reviewers (e.g.
keywords, specific research questions, limitations and ex-
clusions criteria, eligibility, etc.) (Cook et al., 1997; Mulrow,
1994; Tranfield et al., 2003).

Formulation of Research Questions

Following Tranfield et al. (2003) and Liberati et al.
(2009), the PRISMA protocol used in this research is com-
posed of three main stages: identification, screening, and
eligibility. Before processing the above stages, the impor-
tance of the review questions is defined, and an explicit
statement of the questions being addressed have been pro-
vided. This research is trying to answer the question: What
are the impacts if governments remove price subsidies?
Do price subsidy removal schemes necessarily lead to eco-
nomic distortions? We utilised Web of Science and Scopus
to search the published articles for systematic reviews, with
the search string relating to the main keywords “impacts”
and “subsidy removal” in their titles, abstracts and key-
words.

Systematic Searching Strategy

The systematic review proceeds with identification,
screening (limitation and exclusion criteria), and eligibility
to select the included articles. Figure 1 illustrates the
searching strategy designed and applied in this research.

Identification

After confirming the main keywords for the systematic
literature review (i.e., “impact” and “subsidy removal”), the
synonyms, related terms, and variations of the keywords
are explored with no omission, which will help identify
more related articles from the selected database. These
keywords will be organised into full search string based on
the Boolean operator or field code functions that meet the
criteria of the target databases. This review will choose the
two main databases, Web of Science (WOS) and Scopus, not
including Google Scholar, for the following three reasons.
Firstly, they have the functionality of an advanced search
engine, which is necessary for systematic reviews to re-
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Figure 1. PRISMA: The flow diagram of the study

Source: Author’s elaboration based on (Mulrow, 1994)

trieve articles more efficiently (Gusenbauer & Haddaway,
2020). Secondly, the articles indexed by these two databases
were considered more comprehensive and of higher qual-
ity. Last but not least, most citations found only by google
scholar tended to be much less cited than citing sources in
Scopus or WOS (Gusenbauer & Haddaway, 2020; Martin-
martin et al., 2018). The search string will also be developed
based on their formulating rules. Table 1 shows the search
string in WOS and Scopus. Meanwhile, an advanced index-
ing search is applied. The total number of articles retrieved
on WOS and Scopus with the search string is 717 articles.

Screening and Selection Criteria

As one of the very important step during a systematic
literature review, following Okoli (2015), screening stage
has been conducted. Accordingly, papers with incomplete
information have been excluded (Kitchenham & Charters,
2007). The selection criteria included language, journal,
authors, setting, participants or subjects, research design,
sampling method, and publication date. According to
Kitchenham and Charters (2007) and Higgins et al. (2019),
it is necessary to ensure that the criteria can be reliably in-
terpreted and classify studies correctly, avoiding unneces-
sary exclusions. Table 2 presents the criteria for the current
research.

Only articles published in journals and in English be-
tween 2001 and 2022 were included in the review, as the
studies on impact of subsidy removal multiplied from 2001.
For this step, the articles are filtered by the “refine result”
function on WOS and Scopus. Therefore, we can limit the
(publication) year from “2001 to 2022”, document type(s) to
“Article”, and language(s) to “English”. Limiting articles to

Full texts articles assessed for
eligibility (Title and abstracts screen)

‘ J Duplicates Records are

‘ removed(N=209)

1.Full texts articles removed due

to

obviously irrelevant to impacts of

subsidy removal (Title
“| abstracts screen) (N=158)

2.Full texts articles removed due

and

to not closely related to the
research questions of the study

(N=57)

English in the review was to avoid confusion. Limiting doc-
ument types to journal articles ensures the review’s qual-
ity. During this process, 65 articles from WOS and 110 arti-
cles from Scopus were excluded from further examination.
Then, all the other 542 retrieved articles were exported to
an Excel spreadsheet with the authors’ names, title, ab-
stract, keywords, publishers, and year of publication. We
merged the exported results in one Excel spreadsheet or
reference management software and then identified and
removed the duplicate records (i.e., records reporting the
same title, authors, publication year) by their duplicates re-
moving function. A total of 209 articles were removed. Af-
ter this screening process, 333 full texts articles will be as-
sessed during the following eligibility step.

Eligibility

At the stage of eligibility, all the selected articles were
reviewed by authors to clarify whether they are appropriate
to be included for further information. After reading the ti-
tle and abstracts, 158 full-text articles were removed due to
irrelevant issue, and 57 of the remaining 175 articles were
excluded after reading through the full text. Finally, 118 ar-
ticles were included after the eligibility process. As the ar-
ticles indexed by WOS and Scopus were considered to be
of relatively comprehensive and higher quality (Gusenbauer
& Haddaway, 2020; Martin-martin et al., 2018), all the re-
maining 118 articles were eligible for the review after the
authors assessed the individual studies.
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Table 1. Search String in WOS and Scopus

Database Search String
TITLE-ABS-KEY ((“subsid* remov*” or “remov* subsid*” or “remov* of subsid*” or “subsid* reform*” or
Scopus “reform* of subsid*” or “subsid* aboli*”) and (“influenc*” or “impact*” or “effect*” or “consequenc*” or
“output”))
WOS ALL= ((“subsid* remov*” or “remov* subsid*” or “remov* of subsid*” or “subsid* reform*” or “reform* of

subsid*” or “subsid* aboli*”) and (“influenc

*9

or “impact™®” or “effect®” or “consequenc

*n

or “output”))

Source: Current research

Table 2. Inclusion and Exclusion Criteria

Table 3. Products/subjects distributions.

Criteria Inclusion Exclusion Products/subjects groups Count Percentage
book chapters, book, early Energy 93 78.81%
access, conference paper, Agricultural Planting 8 6.78%
Document report, conference review,
type Articles retracted, meeting Food 7 5.93%
abstract, progeedmg ' Trade 4 3.39%
paper, editorial material,
note Credit 2 1.69%
Language English Non-English Cooking Oil 2 1.69%
Timeline 2001-2022 <2001 SMEs 1 0.85%
Fishery 1 0.85%
Dental Care 1 0.85%
RESULTS

The 118 articles included in this literature review are re-
viewed to identify the subjects studied and impacts of sub-
sidy removal.

Subjects

Table 3 shows that the impacts of subsidy removal on
energy are the leading research stream, occupying 78.81%
of the studies. Besides energy, scholars also explored sub-
sidy reforms on agricultural planting, food, cooking oil,
dental care, cotton, etc. There are also studies on subsidy
removal in certain industries or sectors, such as Small and
Medium Enterprises (SMEs), the fishery industry, imports
and exports, and credit for agricultural irrigation farmers
and exporting firms. One important reason is that detailed
information on energy subsidies and subsidy removals is
more accessible, because some international organisations,
such as International Monetary Fund (IMF) or International
Energy Agency (IEA), and some national oil companies
publish the data or policies publicly. In contrast, the infor-
mation on subsidies and subsidy removal on other prod-
ucts is often not implicit and less transparent in most cases
(Couharde & Mouhoud, 2020). It is worth mentioning that
the less explored impacts of subsidy removal on other
scopes deserve more attention for future research.

Analysis of Distribution Characteristics of Major
Research Countries/ Geographic regions

The publication of papers on different countries or re-
gions can reflect the importance and influence of subsidy
removal to some extent. A total of 27 countries and eight
regions were studied by the included papers between 2001
and 2022. As can be seen from Tables 4, among the 27

Source: Current research based on data from WOS and Scopus

countries studied, there are 16 Asian countries (Malaysia,
Iran, China, India, Indonesia, Kuwait, Saudi Arabia, Thai-
land, etc.), five African countries (Nigeria, Ghana, Egypt,
Ethiopia, and Mali), four European countries (United King-
dom, Finland, Romania, and Ukraine) and two American
countries (Mexico and Canada). The countries with the
highest number of documents in descending sequence are
Malaysia, Iran, China, India, and Indonesia, which are all
Asian developing countries and account for 57.27% of the
total research on different countries. Malaysia and Iran are
the top two countries in article numbers, far exceeding
those of other countries, accounting for 16.36% and 14.55%
of the 32 countries, respectively.

Table 5 reports a list of regions according to their num-
bers of publications, and it shows that the research on de-
veloping countries also occupies more seats. There are few
studies on developed countries, possibly because subsidies
are a significant policy concern for many developing and
emerging market economies. Subsidy removal has a greater
impact on developing countries, given the higher preva-
lence of low-income households, SMEs, and stakeholders
who require support. These groups are more sensitive and
vulnerable to policy changes (Azadeh et al., 2013).

Impact Distributions

The impacts are very heterogeneous and related to all
sectors of the economy. Based on the literature, the impacts
were classified into four groups: the impacts on the whole
economy, consumption (household and government), and
production (industry). Some studies estimated the impacts
of subsidy removal on more than two sectors simultane-
ously. The impacts on economy and household indicators
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Table 4. Country distributions in the literature

Country Count Region Country Count Region
Malaysia 18 Asia Yemen 2 Asia
Iran 16 Asia Jordan 2 Asia
China 13 Asia United Kingdom 1 Europe
India 8 Asia Brunei Darussalam 1 Asia
Indonesia 8 Asia Canada 1 America
Nigeria 5 Africa Ethiopia 1 Africa
Ghana 5 Africa Finland 1 Europe
Mexico 5 America Bangladesh 1 Asia
Egypt 4 Africa South Korea 1 Asia
Kuwait 3 Asia Mali 1 Africa
Saudi Arabia 3 Asia Romania 1 Europe
Thailand 3 Asia Ukraine 1 Europe
Oman 2 Asia Vietnam 1 Asia
Pakistan 2 Asia

Source: Current research

Table 5. Region distributions in the literature

Regions Count Countries/regions included in the literature
Developin Colombia, South Africa, China, Vietnam, Mexico, Thailand, India, Malaysia, Ukraine, Nigeria,

ping 3 Indonesia, Kazakhstan, Bolivia, Pakistan, Azerbaijan, Bangladesh, Ecuador, Egypt, Iran,
countries . . .

Venezuela, Algeria, Turkmenistan, Uzbekistan.

ASEAN-5 1 Malaysia, Thailand, Indonesia, Philippines, Singapore
E:;;iys-exportmg 1 Russia, Latin America, India, Africa, China, Europe, Pacific, OECD, North America, Middle East.
I;;a]zlr;hAemenca 1 Argentina, Bahamas, Barbados, Chile, Costa Rica, Ecuador, Guatemala, Jamaica, Nicaragua,
Caribbean Paraguay, Uruguay.
Middle East and
North Africa 1 Iran, Egypt, Kuwait, Saudi Arabia, Yemen, Libya, Bahrain, Algeria, United Arab Emirates, Qatar,
(MENA) Oman, Jordan, Lebanon, Tunisia, Morocco.
countries
Non-financial
assistance 1 Austria, Brazil, Canada, Chile, India, Italy, Japan, Kazakhstan, Mexico, Norway, Russia, Singapore,
countries/ Spain, Switzerland, Turkey, UK, USA, Venezuela.
regions
OPEC countries 1 Iran, Iraq, Kuwait, Saudi Arabia, Venezuela, Libya, United Arab Emirates, Algeria, Nigeria, Gabon,

Angola, Equatorial Guinea, Congo.

Source: Current research

are more explored than the influences on government and
industry. For each group, the key indicators are summarised
in Table 6.

Macroeconomic and Environmental Variables

The subsidy removal leads to hiking price of the goods
on which subsidies are being removed. Consequently, Con-
sumer Price Index (CPI) and production costs would also
rise (V. Ansari et al., 2014). The magnitude of such changes
would ultimately depend on the quantum of subsidy re-
duction. The economic indicators include prices, economic
growth, demand, environment, trade, and efficiency.

Industries would reduce their output for the extra costs
of commodity production. If they pass on the higher costs
to consumers with higher retailing prices, consumers will
reduce their demand for the products, pushing the indus-
tries to scale down their output. Meanwhile, household
consumption would also decrease for the demand effects
of higher prices (Yahoo et al., 2017). Thus, the GDP would
usually decline in the short run. However, in the long run,
GDP may increase or decrease slightly compared to the
short run impacts due to capital movements, investment
effects, input substitution, technical development, industry
upgrading and so on (Yahoo et al., 2017).

Being an open economy, subsidy removal would also af-
fect trade because of its domestic market changes, such as
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Table 6. Impact distributions

Impacts (Percentage) impacts Percentage?
price/inflation 43.22%
economic growth 30.51%
Economy (74.58%) demand 2542%
environment/CO, emissions 22.88%
trade 16.10%
efficiency 10.17%
welfare 37.29%
households’ real consumption 23.73%
income/wage 16.10%
Household (64.41%) income inequality 13.56%
poverty 12.71%
employment 9.32%
expenditure 6.78%
revenue/savings 13.56%
Government (23.73%) investment 9.32%
government expenditure 3.39%
output 13.56%
Industry (17.80%) competitiveness 5.93%
productivity 5.08%

Source: Current research based on data from WOS and Scopus
Number of articles ezamining the indicator
Number of included articles(118)

a Percentage =

prices, supply, and demand. In most studies, the exports
were adversely affected because the products would be
more expensive and less attractive overseas. However, in a
few cases, the exports do not change (Kapoor et al., 2017)
or show an increase because the greater decline in domestic
demand would increase the export supply (Othman & Ja-
fari, 2011). Importers also have different performances in
different cases of subsidy removal. When domestic prices
rise, and the nominal exchange rate does not fluctuate
widely, foreign goods become relatively cheaper for locals,
and their import would increase. However, the simulation
results of some studies also prove that the import would
decrease, even with gradual omissions of subsidies in 5
years (Karami et al., 2012). One reason is that producers can
find substitutes for intermediate inputs and primary factors
with higher prices. However, for households when such sub-
stitutes cannot be found, they would reduce consumption.
Then, the import may also decrease (Yahoo et al., 2017)

In terms of economic efficiency, removing subsidies is
proven to allocate the budget more efficiently and improve
economic development. However, the abolition of energy
subsidies also resulted in less efficiency in the short and
long run (Preecha & Wianwiwat, 2017). Removing the sub-
sidies is proven to exacerbate the inefficiency of small ru-
minant production by accentuating feed inadequacy (Al-
Khaza’leh, 2020).

As most previous studies explored the impacts of energy
subsidy removal, environmental quality is a key concern.
With the growing international clamour to reduce carbon
emissions, energy subsidy removal is expected to curb
wasteful consumption. Some studies simulated the effects

of reducing energy subsidies on greenhouse gas emissions
and proved that the overall emissions would be reduced,
and the environmental quality would be improved. How-
ever, some simulation experiment points to evidence that
subsidy removal increases the rate of CO, emissions for the
existence of a “green paradox” (Wesseh & Lin, 2016) or
rebound effects. Rebound effects of subsidy removal were
proved to generate positive externalities to regions without
subsidy removal and were harmful to global emission re-
ductions (Lin & Li, 2012).

Household Consumption Pattern

In the micro-economic view, a price increase will con-
sequently reduce consumer surplus, and any gain (loss) of
consumer surplus can indicate an increase (decrease) in
household welfare in an economy (Husaini et al., 2019). The
effects on the welfare of households were estimated in dif-
ferent scenarios. Most results showed that households’ wel-
fare decreases in scenarios without mitigation measures.
While some simulations suggest that subsidy cuts will im-
prove household welfare in the longer term (Breisinger et
al., 2019) or welfare impact on the household is rather
mixed (Dennis, 2016). It is worth mentioning that house-
hold dis-aggregation is quite different in the literature.
Based on their research objectives, the data sources and a
wide range of demographic and socioeconomic character-
istics, households are sorted into sample groups by differ-
ent criteria, such as expenditure, income, locations (urban,
rural, or regions), ethnicity, and so on. The impacts of sub-
sidy reform on different households were not evenly dis-
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tributed (Karami et al., 2012). However, more than 66% of
scholars did not dis-aggregate the household in their re-
search.

Subsidy abolishing will lead to adverse impacts on lower-
income segments of society, such as shrinkage in house-
holds’ real consumption (Karami et al., 2012), which may
lead to strong public opposition or protest. Furthermore,
the magnitude of the influence depends on the intensity
of commodity consumption, geographical location, income
and the share of consumption in the household’s income.
The empirical studies showed the negative impacts of sub-
sidy reform on household income (or wage). Despite the
decrease in labour cost, subsidy removal discourages the
incentive to employ for the hiking production cost and re-
duced profit, and employment will consequently fall (Roos
& Adams, 2020). However, positive spillovers from subsi-
dies abolishing the economy, such as higher employment,
productivity and profits were identified (Mundaca, 2017),
enhancing allocation efficiency and increasing employ-
ment.

Government Consumption Pattern

Subsidy reform has been considered a key and comple-
mentary solution to improve government revenues and re-
store fiscal balance (Shehabi, 2020). There has been com-
mon consensus on the mentioned effects of subsidy reform
on revenue and expenditure (Gharibnavaz & Waschik,
2015; Karami et al., 2012). In general, subsidy removal
would have adverse effects on government expenditure and
positive effects on revenue. The magnitude of government
revenue and expenditure changes varies in the long run
compared to the short run. However, one study proved posi-
tive government expenditure after subsidy removal because
of the model assumption (Gelan, 2018).

In general, investments are savings driven. When subsi-
dies were phased out, the government’s savings increased.
The increased savings are usually reallocated by investing
in the targeted programmes to avoid poverty reduction set-
backs and improve the affected households’ welfare
(Breisinger et al., 2012). Some empirical studies also
showed an investment decline after subsidy removal in the
short term, but investment increases in the long term with
the absorbed capital accumulation (Li & Solaymani, 2021;
Preecha & Wianwiwat, 2017).

Production Pattern

Producers use primary factors such as capital, labour and
land as well as intermediate inputs to produce their out-
puts. Subsidies for industrial inputs are also heavy burdens
to the government and deadweight loss to the economy,
which make the recipients over-dependent on the subsidy
and result in lower competitiveness and productivity
(Khalid & Salman, 2020).

In general, a cut in subsidies to industrial inputs will in-
crease the cost of production. However, a study on cross-
subsidies removal found that production cost falls in all
sectors (Sandu-Loisel, 2007). The cost increases do not
equate with competitiveness losses, which depend on the

capacity of the producers to respond to the overall cost
shock. Assessing producers’ ability to implement the fol-
lowing response measures, e.g., absorption, substitution,
efficiency, and pass-on, can determine to what extent cost
increases turn into competitiveness losses (Rentschler et
al., 2017). However, most empirical studies show the nega-
tive impacts of subsidy reform on competitiveness.

Industrial producers would endeavour to improve their
productivity for sustainable development, as they are in-
centivised to invest in more efficient and productive capital
equipment, which will also enhance economic efficiency
(Amann et al., 2021; Xiaoxi Wang et al., 2022). Meanwhile,
the government could also help the industry by reallocating
the increased savings from subsidy reform to improve pro-
ductivity by developing better infrastructure, increasing
R&D investments and so on (Narayanan G. & Rungta,
2014).

Overlapping Relationships among the Various
Impacts of Price Subsidy Removal

In these studies, some articles only focus on specific in-
dicators or sectors, such as energy consumption (N. Ansari
& Seifi, 2012; Azadeh et al., 2013), producers’ welfare
(Seyed Nematollah Mousavi, 2012), household welfare
(Ilyas et al., 2022), and firms’ competitiveness (Rentschler
et al., 2017). However, other studies take a more compre-
hensive approach to examining the impacts of price subsidy
removal from various perspectives. Table 7 illustrates the
distribution of overlapping relationships among the im-
pacts in terms of economic variables, households, govern-
ment, and industry.

Research on the interconnected impacts across all these
agents dominates the study, accounting for 39% of the
studies. Among these, the most employed methodology is
computable general equilibrium, which explicitly models
the entire economy, analyses the behaviour of all economic
agents simultaneously, and assesses economy-wide im-
pacts. Additionally, the impacts on economic variables and
households constitute 13% of the studies, indicating that
households are particularly vulnerable and a primary con-
cern for policymakers considering the implementation of
subsidy removal. Following this, there are studies that ex-
plore the impacts on economic variables and the industrial
sectors.

Positive/negative Assessment of the Price Subsidy
Removal Policy

In these articles, most authors provide an overall assess-
ment of the impacts resulting from their study, aligning
with their objectives. Among the 118 selected articles, 19
do not offer an overall conclusion for the impacts. These
articles examined various variables from different perspec-
tives, particularly those focusing on the economy-wide ef-
fects of subsidy removal using the methodology of CGE (So-
laymani & Kari, 2014). The impacts on different indicators
vary in magnitude and sign (negative or positive), making it
challenging to calculate the total net impacts. Some stud-
ies suggest that the overall impacts can be mixed (Dennis,
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Table 7. Distribution of overlapping relationships among the impacts

Overlapping relationships Count Percentage

Economy + Household + Government + Industry 46 39%

Economy + Household 15 13%

Economy + Industry 13 11%

Economy + Government 4.2%

Household + Industry 4 3.4%

No overlapping 35 29.7%

Total 118 100%
Table 8. overall assessment distribution

Overall assessment Count Percentage

Negative 64 54%

Positive 32 27%

Not clearly stated 22 19%

Total 118 100%

2016) or varied when considering other factors or examin-
ing different countries and cases (Narayanan G. & Rungta,
2014), or when accounting for stock effects (Da-Rocha et
al., 2017).

Table 8 outlines the overall assessment of the impacts of
price subsidy removal. Among the 118 selected articles, 64
(54%) of them empirically demonstrate overall negative im-
pacts, such as a reduction in household welfare (Anand et
al., 2014), an increase in production costs (Salimian et al.,
2012), and an elevation of poverty (Solaymani et al., 2019).
On the other hand, 32 articles (27%) lean towards a positive
perspective, indicating that subsidy removal can be benefi-
cial in achieving specific aims, such as reducing energy con-
sumption (Aryanpur et al., 2022), improving environmental
quality (Ovisy & Mehry, 2014), or easing traffic congestion
(Burke et al., 2017). Therefore, most of the overall assess-
ments lean towards a negative perspective on the impact of
subsidy removal.

Policy Suggestion Distributions

For studies demonstrating positive impacts of price sub-
sidy removal, the removal is considered feasible and pro-
posed for implementation (Xiaolei Wang & Lin, 2017).
Meanwhile, studies identifying negative impacts emphasize
mitigating the adverse effects of subsidy removal (Al-
Khaza’leh, 2020) to gain public support. Table 9 provides
a comprehensive overview of mitigation measures derived
from the review of selected articles on the removal of price
subsidies. These measures aim to alleviate adverse effects
on households and industrial sectors, overcoming resis-
tance to subsidy removal. The proposed mitigation mea-
sures include targeted cash transfer, non-targeted cash
transfer, industrial compensation, partial removal, gradual
removal, and tax cuts. The distribution of these measures
is as follows: 22 for targeted cash transfer, 21 for industrial

Table 9. The distribution characteristics of mitigation
measures

Mitigation measures Count
Targeted cash transfer 22
Industrial compensation 21
Partial removal 12
Non-targeted cash transfer 7

Gradual removal

Tax cut

Source: Current research

compensation, 12 for partial removal, 7 for non-targeted
cash transfer, 5 for gradual removal, and 2 for tax cuts.

Scholars have particularly focused on household miti-
gation measures to safeguard vulnerable households and
maintain the average household’s utility at the initial level.
Compensation measures for households primarily involve
redistributing savings from subsidy removal through cash
transfers, including targeted and non-targeted approaches.
Some studies propose partial or gradual subsidy removal,
suggesting that compared to fast and complete reforms, a
phased approach can mitigate negative impacts on house-
hold welfare and protect low-income households (Aryanpur
et al., 2022; Breisinger et al., 2019; Karami et al., 2012). Re-
allocation of increased revenue from subsidy removal to in-
dustries or other sectors is suggested to enhance produc-
tivity and employment (Lin & Jiang, 2011; Ying & Harun,
2019). Lower tax rates could reduce production costs, re-
sulting in lower commodity prices and household consump-
tion expenditure, thereby offsetting negative impacts (Lof-
gren & El-Said, 2001)
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CONCLUSION

Based on the comprehensive review presented above, the
removal of price subsidies generally results in increased
prices, leading to higher production costs and household
expenditures. This reform may have adverse effects on var-
ious aspects, including industrial competitiveness, output,
exports, household income, and welfare. Short-term GDP
decline and an increase in the poverty level are also antici-
pated. However, consensus on the impacts of price subsidy
removal across different studies is lacking, with variations
depending on cases and the extent of price subsidy reduc-
tion.

Governments are advised to assess the specific impacts
of subsidy reform based on their unique situations, incor-
porating sector-specific disaggregation into their modelling
frameworks to design effective and integrated subsidy re-
moval schemes. Despite the empirical impact analysis, a
comprehensive examination of the feasibility of price sub-
sidy removal should also consider external factors such as
public acceptance, potential unrest, and political consider-
ations in gaining support. To ensure success without pub-
lic resistance or political unrest, subsidy removal requires a
carefully designed and sequenced strategy with a range of
mitigation measures.

Furthermore, the existing literature predominantly fo-
cuses on the impacts of price subsidy removal on energy,
neglecting sectors such as agriculture, food, and SMEs. A
more comprehensive examination of the broader socio-eco-
nomic landscape is needed. Enriching the literature with
studies on the impacts of subsidy removal from various
products beyond energy is essential for a more thorough
understanding of the consequences of subsidy reforms. Fu-
ture studies should address this gap by exploring the less-
explored impacts of subsidy removal on diverse sectors.

The literature review’s emphasis on developing nations,
especially in Asia, may neglect unique challenges and im-
pacts in developed countries. Therefore, a more balanced
exploration, taking into account both developing and devel-
oped nations, is proposed. For future research, it is recom-
mended to investigate the impact of price subsidy removal
on agricultural products, SMEs, etc., in cases from other
less-studied Asian countries, developed countries, and re-
gions. Enriching such studies is crucial to providing a com-
prehensive global understanding of subsidy removal im-
pacts and enhancing the applicability of findings on a
global scale.
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