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Low oil prices and fuel subsidy reform
(Lessons learned from the experiences of some States)
Dr. Eman Ahmed Ahmed Awad

Instructor of Economics, The High Nile Institute - Commercial
Sciences and Computer Technology

Summary

Falling oil prices, which started in mid-2014, stimulate different countries
to reform fuel subsidies. As fuel subsidies cost governments around the world
about 830 billion dollars annually in 2017, which represents approximately
15.5% of global GDP. This support also has negative effects on the economy, as
it encourages excessive consumption, creates a large financial burden on the
budgets of developing countries, and the largest beneficiary is the richer
families, and increases environmental costs .

So reform of fuel subsidies reduces fuel-intensive production, along with
a shift from production to the domestic market to production for export markets,
in addition to the net effect worldwide is lower greenhouse gas emissions.

Therefore, subsidy reform represents a good opportunity for the economy
and the environment. By studying the experiences of some countries, such as
Indonesia and Malaysia, we find that they have benefited from low oil prices
and moved quickly to lift subsidies on fuel. As these governments changed fuel
prices previously subsidized, and reforms for some and the removal of subsidies
for others .

Keywords

Fuel subsidies - low oil prices - institutional capacity - popular
opposition - Indonesia - Malaysia.
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