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Effect of Reducing Energy Carriers Subsidies on Demand of Urban and Rural
Householdsin IRAN

Maryam Mesgar, S. N. Musavi, B. Najafi and Z. Farajzade

Abstract

The objective of this study was affected reducing of energy carriers subsidies on demand of urban and rural
households in Iran. In this study the choice model to estimate the demand equation is Almost Ideal Demand
system.

The necessary data were collected from different issues of central bank of Iran and energy balance sheet.
The findings revealed that the electricity and kerosene were inelastic and Natural gas and LPG were Elastic.
Furthermore a week complementary and substitution relation was between the energies.

The effect of reducing selected energy carriers on demand of households were investigated by different
scenarios increased prices of these carriers.

Results from this study suggest that LPG demand is the highestone. But electricity consumption is a little
changed compared to the price increase, because the energy is necessary. Also Kerosene only unlike the
theory of demand has positive price elasticity.

JEL: 118, 131, R22

Key words: Subsidies, Energy, Almost | deal Demand System (AIDS).
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