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Abstract

Nowadays, one of the most important subjects concerning environmental quality is urban renewal and air pollution.
Therefore, governments should strive to take various policies and programs to overcome the environmental problems
including air pollution or negative effects of human functions on environment. This study uses an input-output table of the
Khorasan-Razavi province in 2001 and amount of pollutants and greenhouse gas emissions to survey the welfare and
environmental effects on decline of subsidy on fossil fuels. For this purpose, using MCP and GAMS software, welfare
changes with and without environmental impact, changes in demand for fossil fuels and changes in pollutants for 4 scenarios
have been studied. Results showed that the elimination of subsidy on fossil fuels would reduce the demand for fossil fuels as
an intermediate input and final good. If the environmental effects are considered, in the all scenarios, the welfare changes will
be positive and the welfare will increase with the omitting rate increase. The highest growth rate of welfare is obtained to
be15%.
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1- Computable General Equilibrium.
2- Constant Elasticity Substitution.
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Figure 1- Nesting in fossil fuel production.
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1- Nested structure.
2- Leontief.
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Figure 2- Nesting in non-fossil fuel production.
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Table 1- Share of fossil fuels in emission.
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1- Mathematical programming system for general equilibrium.
2- General Algebraic Mathematical System.
3- Mixed Complementarily Problem.
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Table3- Variation of fossil fuels’ demand & welfare with and without environmental effects by elimination of subsidy on fossil fuels
in 11 scenarios
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Table 4- Variation of emissions by elimination of subsidy on fossil fuels in 11 scenarios.
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Table 5- Variation of fuels demand by elimination of subsidy on fossil fuels.
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Table6- Variation of pollutant emissions by elimination of subsidy on fossil fuels.
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