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Effects of the Cancellation of Fossil Fuel Subsidies on
Income Distribution in China: A Simulation Analysis
Based on the Input-output Price Model

JIANG Zhu-jun',SHAO Shuai®

(1.Institute for Advanced Research , Shanghai University of Finance and
Economics, Shanghai 200433, China ;2. Institute of Finance and Economics ,

Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Based on the summary of the energy consumption character-
istics of residents with different income levels, this paper adopts the input-
output price model to simulate the distributional effects of the cancellation of
fossil fuel subsidies with and without government price regulation. The re-
sults are shown as follows: firstly, the distributional effects of the cancella-
tion of fossil fuel subsidies differ; as for the comprehensive effect, the can-
cellation of transportation fuel subsidies has the strongest progressivity, and
the cancellation of coal subsidies weakest; the cancellation of electricity subsi-
dies is regressive; the cancellation of refined oil subsidies has the greatest shocks
to residents, followed by the cancellation of electricity and coal subsidies; second-
ly, the indirect effect of subsidies reform on residents is larger than the direct one;
thirdly, government price regulation can weaken the negative shocks of subsidies
reform. The reform of energy subsidies can start from energy with strong
progressivity and weak effects like transportation fuel, and take some subsidies
measures to weaken the shocks of the reform to the poor.

Key words: fossil fuel subsidy; input-output price model; distribution-

al effect; price regulation (R1EHRE F M)
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