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Energy Subsidies and Reforms in the Middle Eastern Countries

Wu Let & Yang Zeyu

Abstract; For a long time, oil and gas resources and energy subsidies have
been the main characteristics of economic and social development in the Middle
Eastern countries, especially its energy consumption policy characterized by energy
subsidies, which has a significant impact on the economic and social development of
the Middle Eastern countries. The energy subsidy policy in the Middle Eastern
countries has a specific historical, ideological and market basis, which is closely
related to the rich oil and gas resources, the social contract ideology of natural
resource empowerment and the slow development of economic diversification of the
region. Energy subsidy policy has a certain historical status and positive role, but its
negative and adverse effects are also obvious. It stimulates energy consumption,
encourages waste of resources, leads to inefficient allocation of scarce resources,
distorts market prices, hinders energy — saving investment and energy — saving
behavior, reduces the competitive advantage of downstream industries, and
increases the financial burden of the government. Energy subsidies fail to reflect the
value of scarce resources, which is a serious distortion of the supply — demand
relationship in the scarce resources market and a serious deviation from the market
allocation of resources. In the end, energy subsidies do not promote, but hinder
economic and social development. In this sense, the reform of energy subsidies in the
Middle Eastern countries is imperative and of far —reaching significance. Nevertheless ,
the essence of energy subsidy reform in the Middle Eastern countries is interest
adjustment, which covers a wide range of fields and is difficult to achieve over
night. Although reform cannot be achieved in one step and the road is still long, the
Middle East countries should persist in it.

Key Words: Oil and Gas Resources Development; Middle East; Energy
Subsidy; Energy Consumption; Policy Adjustment
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