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A Study of the Impact of the Subsidies Reduction on Basic Goods on the Cost
of Living Index of Occupational Groups (Base on SAM)

Abstract:

Subsidies payment system reform in Iran and adverse effects of subsidies on
economy and imposing of high costs on government budget is on the government
agenda. But performance of reducing or eliminating policy of subsidies has
inflationary impacts on prices and cost of living of households. This study
examines the impact of subsidies reduction of basic goods on the cost of living of
household groups by social accounting matrix. Since the classification based on
income deciles is not appropriate for identification of target groups, we use the
classification of households in terms of occupational groups. The results achieved
by the elimination of basic goods subsidy show in rural and urban households, the
minimum rising of cost of living index (the lowest welfare loss) with an average
2.9 and 3.4 percent increasing, is respectively concerned to numbers 1 and 2 of
occupational groups, namely: legislators, senior officials and managers and
professionals and the maximum rising of cost of living index (highest welfare loss)
with an average 6.6 and 5.6 and 5.18 percent increasing, is respectively concerned
to numbers 9 and 10 and 6 of occupational groups, namely: elementary
occupations, non-working groups and skilled agricultural and fishery workers.
Distributional effects of subsidy elimination in rural and urban shows the average
of cost of living index increasing of occupational groups in each scenario among
rural households is more than urban households. About identifying target groups it
1s resulted if necessary data of household budget be completed and occupations
three-digit codes which present a more concordant classification of occupations
could be utilize in households classification then classification of households based
on occupational groups, could be operational useful for identification of target
groups.
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