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Background: Subsidy payments are used to support low-income groups and may improve income distribution and increase social welfare. The food subsidy programs and their long-term effects have been considered as major developmental issues in many developing countries. This review study aimed to examine the effects of subsidies on the food and nutritional status of Iranian people.

Methods: English and Persian language databases were searched using related keywords to discover studies on the effects of subsidies on food and nutritional status in Iran. A manual search was also conducted encompassing national and local research projects in Iran. In total, 12 articles were finally included out of an initial total of 70 studies.

Results: Subsidy payment affects many socio-economic variables. In Iran, subsidies are often paid for the basic goods and commodities that are a main part of the consumption patterns of most Iranian people. So, if the basic needs of the people are not well-understood, changes in economic structures may lead to a change in consumption patterns. In addition, physical payments for food may lead to an increase in the consumption of different groups, but cash payments do not necessarily lead to an increase in food intake.

Conclusion: The method of payment should be chosen correctly to improve the protection of vulnerable populations. The distribution of targeted subsidies for food security is inevitable due to limited resources available to support vulnerable populations.
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Introduction

Subsidy payment is a form of financial aid or support extended to producers from the government treasury. Subsidies can be categorized into a variety of areas, including production, imports, exports, consumption, and can be targeted/non-targeted subsidies (Heydari et al., 2004; Pajouyan, 2005; Ahmadvand and Eslamei, 2006; Hosseini, 2006).

Moreover, subsidies can be paid either direct payments of money and direct supplies of food or indirectly, through subsidy payments aimed at reducing prices and increasing access for people with low income to food (Farrar, 2000). Subsidies are government cash and non-cash grants that directly or indirectly increase consumer purchasing power, increase producer sales power, and improve equitable distribution of income, economic stability and support the effects of government policies to maintain or promote social welfare (FAO, 2001).

Iran, a country located in western Asia, has more than 85 million population according to statistics of 2021 and total life expectancy at birth reached 77 years in 2020. Iran's gross domestic product (GDP) per capita was US$ 2756 in 2020 and the annual inflation rate in Iran increased to 30.6 percent in 2020 (World Bank, 2022). Iran, as an oil-rich country, has spent a significant part of its wealth in the form of a variety of implicit and explicit subsidies on basic goods and services, which has been reported as an inefficient and ineffective policy in terms of both economic growth and income distribution (Heydari et al., 2004). For example, the implicit subsidy of oil and natural gas was more than 55 billion dollars in 2018 [Parliament (Majlis) Research Center, 2019]. The government spent more than 37850 billion rials (about US$ 909,855) in 2009 for the provision of wheat, flour, and bread according to the analysis of the net changes in the Iranian government's expenses [Parliament (Majlis) Research Center, 2019].

To achieve high economic growth, which ultimately improves income distribution and social welfare growth, modifying the prices of basic goods and services through government subsidies plays an important role, and accounts for a significant portion of the government budget each year. This issue, in addition to having an impact on the budget through increasing net income, should also reduce the wasteful consumption of these goods and services (Heydari et al., 2004). Subsidies impose many costs on governments, and if they are not exclusively designed for those in need (non-targeted), then non-indigent people also benefit from subsidies. These policies do not necessarily lead to a reduction in poverty by themselves, and require the government to commit to a permanent cost due to the dependence of poor people (Lustig, 1986; Richard, 1999; Farrar, 2000; FAO, 2001; Pajouyan, 2005).

Government direct aid to agriculture (e.g., wheat farmers) is a form of production subsidy through the purchase of wheat or other agricultural products at appropriate and guaranteed prices (Esmaeili and Shokoohi, 2011). The ratio of flour, bread and wheat in the total subsidy of basic goods in Iran was reported to be more than 50 percent (Karami et al., 2012; Report of the Company's Parent Company, 2014), and after that, sugar and milk are in the next ranks (Karami et al., 2012). Indirect government aid to support production can be funded in different ways, such as by subsidizing fertilizers, poison and seeds, or by allocating energy or fuel at lower prices (Esmaeili and Shokoohi, 2011). In Iran, more than 75 percent of the total cost of chemical fertilizers is paid through subsidies (Najafi and Farajzadeh, 2010). However, it should be noted that although the modest allocation of production subsidies to support the production and increase the supply of some goods and services can be effective in boosting economic growth and consequently, promoting people's welfare and purchasing power, paying this type of subsidy should be carried out in a cross-sectional and limited manner, taking into account economic considerations (Esmaeili and Shokoohi, 2011).

The food subsidy programs and their long-term effects have been considered as a major developmental issue in many developing countries. The programs might increase social welfare to individuals but they pose both an unnecessary burden on the public budget and are economically inefficient because their benefits are often not received by the poor (Karami et al., 2012). However, Food subsidies can make a significant contribution to the nutrition status and supply of the energy and nutrients needed by individuals in the community (Laraki, 1989; Pradhan, 2009). So, this review study aimed to investigate the effects of food subsidies in Iran.



Methods

In this review study, online scientific databases including PubMed, Embase, Science direct, Scopus, Google Scholar, IranMedex, SID, Irandoc, and Magiran were searched for relevant papers published in English or Persian from 2000 to 2020. The reference lists of the included studies were also searched. A comprehensive search was performed using the combinations of the related keywords including “subsidy and/or targeting and/or food basket and/or Iran and/or the world.” This strategy recovered 70 articles. The inclusion criteria selected only articles that were clearly related to food subsidies in Iran. Finally, 12 papers were included after the elimination of duplicates or irrelevant papers. The search strategy is presented in Figure 1. In this paper, the pattern of consumption of three strategic commodities including bread, sugar and milk was investigated. The reason for choosing the mentioned goods was the amount of subsidy that is allocated to them in Iran (Karami et al., 2012; Report of the Company's Parent Company, 2014; Mosavi and Bagheri, 2016; Abolhassani et al., 2018). Also, the extracted articles had paid more attention to these items (Table 1).
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FIGURE 1
 Search strategy.



TABLE 1 Summary of studies included in a review of field experiments on the effects of subsidies on food in Iran and its role on individual nutritional status.
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Results

Descriptive information for the included studies in this narrative review article are presented in Table 1. The main purpose of the provision of subsidies for some basic goods in Iran is to ensure that the minimum nutritional requirements are received by all groups of society, especially low-income groups. However, for various reasons including the inefficiency of the distribution system, the economic problems of low-income groups, and people's desire for liquidity (thus selling coupons), the most vulnerable sectors of society may not in fact receive the predicted minimum of subsidized items (Esmaeili and Shokoohi, 2011). Subsidy payment is not exclusive to Iran and developing countries, but the subsidy payment domain in developed countries is much wider and accounts for a larger share of their budgets (Laraki, 1989; Pradhan, 2009). Food subsidies can be effective at stabilizing food prices, transferring income to poor people, and maintaining political and social stability (Gutner, 2002). These subsidies are often effective in improving the nutritional status of people in the community, but proper targeting to specific foods, geographical areas or special populations needs to be considered (Afshoon et al., 2003).

In Iran, the basket of subsidized goods, both in terms of type and quantity, is not provided for the purpose of overall nutritional health, and mainly provides energy and partial protein supplies. Some studies reported that direct food subsidies add about 350 calories per day to the table of all households, while half of the country's population does not need extra calories (Laraki, 1989; Gutner, 2002). The results of food basket studies, in the form of the MABA plan (planning and implementation pattern studies) indicated that despite the subsidy payment, about one-fifth of households experience insufficient energy and protein intake. In addition, the insufficient intake of 7 micronutrients was a major problem in Iranian population. About 80% of the households in Iran do not get enough vitamin B2 in their daily diet. Also, there was an insufficient intake of vitamins A (51%) and calcium (40%) in households across the country (Ghassemi et al., 2002; World Health Organization, 2003; Hall et al., 2009; Viebig et al., 2009; Pasdar et al., 2014).

Out of the 21 food items examined, in which some items such as bread, sugar, and vegetable oil, which had inclusive subsidies, while cheese, milk and imported rice, which had a limited subsidy. In general, the subsidy support system of essential food items has been evaluated as being successful in achieving the goal of reducing the inequality of consumption of some important items in the consumer basket of urban and rural households (Esmaeili and Shokoohi, 2011). Much evidence suggests that staple foods subsidies are effective in improving the nutritional status of the community. Of course, this positive effect on health is likely to be more noticeable if consumption increases in groups of people who need more energy and nutrients (Herman et al., 2006).

Columbian researchers found that allocating subsidies for some cereals at a minimum cost could increase the margin of the energy intake of poor people, although black market forces may also increase the costs (Kennedy et al., 2009). Rice subsidies in the Philippines resulted in an increase of 7 and 4–6 percent of daily calorific intake in adults and preschool children, respectively. Also, a weight increase of 0.12–0.14 kg in preschool children was also observed (Metcoff et al., 1985). Participants in the Special Supplemental Nutrition Program for Women, Infants and Children in the United States saw a significant increase in fruit and vegetable consumption after 6 months follow-up compared to the baseline (Pehrsson et al., 2001). Economic studies found the effectiveness of government costs on the more fruit and vegetable consumption in preventing disease and mortality in low-income groups (Rush et al., 1988a). In contrast, in China, consumer subsidies did not have an impact on improving the nutritional status of poor people, and even in some households even reduced energy and nutrient intakes by pushing the household consumption patterns toward low nutritional value foods (Rush et al., 1988b). In most of these studies, the subsidy was allocated to a particular region or group of society, and its effects were compared with a control group without subsidies, or with before the allocation of subsidies. The targeting of subsidies for vulnerable populations and the correct selection of subsidized food items in Indonesia (Rush et al., 1988c), India (Rush et al., 1988d), Egypt (Gutner, 2002), and Sudan (Herman et al., 2006; Hall et al., 2009; Viebig et al., 2009) whose support systems are similar to Iran which has changed from generalized wheat subsidies to targeted systems was associated with the least cost and maximum effectiveness.


Socio-economic effects of subsidy payments

The expansion of subsidies in Iran has different effects on economic and social structures. Before the revolution, the subsidy was used as a mechanism to control inflation and price increases, but for technical, economic and social reasons, the intended consequences were not obtained. Subsequently, the basic goods rationing plan and subsidy payments were started. After the revolution, subsidies were implemented as a mechanism for social justice and income redistribution. Although production subsidies are prevalent in developing countries, the role of consumption subsidies in social and economic structures in these countries is even more important. Developing countries pay subsidies for food due to the lack of equitable income distribution, and the existence of poor- and low-income groups, as well as to raise social welfare levels (Joshipura et al., 2001; Crowe et al., 2011).



Subsidy and consumption patterns

Food subsidies in most societies are allocated for goods that play an important role in consumption patterns. However, consumption patterns have an interactive relationship with economic, social and cultural factors. Many goods in Iran are subsidized and rationed, being basic commodities and components of the consumption patterns of most people, meaning that price changes certainly change consumption patterns when no suitable alternatives are provided through economic development. Thus, by securing the minimum basic needs of the people, even if the vulnerable group is not properly understood, the economic transformation will lead to changes in consumption patterns, which will definitely bring about a major shock to cultural-economic patterns (Rush et al., 1988e; Brug et al., 2008).

Subsidies in different countries may have different results in food consumption. For example, in Canada, the consumption pattern in this country has not improved using the Nutrition North Canada Program and the access to healthy and nutritious foods and also fairly and equitably prevision of foods across regions and communities was not guaranteed (Galloway, 2017). On the other hand, Herman et al. found that allocating subsidies to a group of low-income American women increased the consumption of fruits and vegetables in this group (Herman et al., 2008). In addition, a study in South Africa indicated that the payment of subsidies increased the consumption of healthy foods and decreases the consumption of unhealthy foods (An et al., 2013).



Evaluating the economic effects of bread subsidies

Given that bread is a staple food, wheat is, therefore, a fundamental, strategic commodity whose demand overwhelms shortages or price fluctuations, thus creating many economic issues. On the other hand, since domestic production cannot meet the necessary supply, as the population grows, the gap between supply and demand deepens. Establishing subsidies for wheat in order to stabilize the price of bread is more in favor of consumer protection, especially for low-income urban groups (Thornton et al., 2010). Nematullahi et al. (2015) reported that the targeted subsidies and price correcting of wheat and flour, reduced the purchasing power of Iranian households. Consequently, the demand for wheat, flour and bread, and food security decreased (Nematullahi et al., 2015).



Evaluating the economic impact of sugar subsidies

Sugar is another subsidized good. The relative cost of this commodity rises from the lower classes of the society to the upper classes. Whenever sugar subsidies are eliminated for rural households, the trend of change from lower classes to middle classes and then upper classes is downward. Considering the economic effects of sugar subsidies on urban and rural households, and the consequences of cutting it for household expenses, it should be noted that current eliminating the sugar subsidy will inflict the most damage on low-income groups (Newby and Tucker, 2004; Eyles and Mhurchu, 2009). Based on Khoshdel and Abbasi (2016), in Iran, sugar consumption reduced among the poor and middle-income households after paying cash subsidies (Khoshdel and Abbasi, 2016).



Evaluating the economic effects of milk subsidies

It can be proposed that by eliminating milk subsidy, low-income groups may reduce their consumption of this product. However, considering the importance of milk in feeding patterns, it is necessary to ensure different economic classes have access to milk. Milk subsidies could be crucial for infants, mothers and elderly people, in nurseries, kindergartens and hospitals (Smithers et al., 2011). In Iran, the main fiscal intervention during 2000–2020 on food was targeted subsides. As a result of the implementation of this plan, the consumption pattern of Iranian households changed (Nematullahi et al., 2015; Khoshdel and Abbasi, 2016; Roustaee et al., 2021). According to Roustaee et al. (2021), the targeted subsidies in Iran caused milk price to increase four times from 2011 to 2015 and eventually milk consumption was declined (Roustaee et al., 2021).



The methods of supporting low-income groups

Eliminating subsidies for all classes of society due to limited resources can have serious social effects (Smithers et al., 2011). The poor people will unintentionally react to removing Subsidies by emigration, changing consumption patterns, youth/child employment, and other social harms, even if they do not respond violently. However, the complete elimination of subsidies is not recommended in this form. Therefore, the change in payment method should be considered (Smithers et al., 2011).

A food-coupon program will take precedence over a cash subsidy program, as long as consumers are allowed to choose from a wide range of products. If nutritional outcomes are the main goal of the program, cash subsidies can be beneficial with their impact on increasing food intake (U. S. General Accounting Office, 1992).



Choosing consumption method

When the subsidy is offered to the public at a low price, the demand for that commodity increases. Some of this commodity is actually consumed, some of it is wasted without consumption (like bread), some of it is exported (like fuel). If the same commodity is offered at a marginal cost to the people, its loss or smuggling will disappear due to the cost. On the other hand, if the price difference before and after the removal of the subsidy is paid out to people, then people will choose their own type of consumption, and will avoid the misuse or waste of the desired goods. Regarding the subsidy reform plan, including law enforcement in the agricultural sector, it should be pointed out that the implementation of this law in the early years caused a negative impact on the agricultural sector. Increasing the price of various productions, the imbalance between the purchasing price of products with their production cost, the increase of intermediaries, and consequently the excessive purchase price of products, caused a great shock in the production and consumption sectors. This led many farmers in the agricultural sectors to reduce production in order to reduce economic losses, and on the other hand, due to rising prices for food products, the ability of urban citizens to buy was reduced. Therefore, these two issues have led to a decrease in the food security index of households in the middle and vulnerable groups of Iran. One of the reasons for this negative effect is the fact that the agricultural sector of Iran has not yet reached a stage in terms of growth and development that would allow it to continue to operate without the help and support of the government (Esmaeili et al., 2011; Asefzadeh et al., 2014). It is quite possible that households with lower socioeconomic status reduce their food expenses as much as possible by using more subsidized food items (Vakili et al., 2008).

Bread is distributed in subsidized form throughout the country, and therefore there is no difference between different households (Asefzadeh et al., 2014). Bread plays an important role in the carbohydrate intake in Iranian dietary patterns. This portion is slightly higher in villages than in cities, and in both is reduced with the improvement of socio-economic status. This reduction process is probably due to the increase in other groups (especially simple sugars, rice, fruits and vegetables) as part of the carbohydrate supply. However, in the case of oil, the situation is completely different (Vakili et al., 2008; Chun et al., 2010; Asefzadeh et al., 2014). It is noteworthy that the consumption of oil decreases significantly with the improvement of the socio-economic situation, which reflects the greater reliance of low-income households on energy intake through vegetable oils. In sum, low-income households consume more solid vegetable oil, while their proportion of liquid-oil consumption is very low. The portion of energy received from vegetable oil in the city and the village is not significantly different. The only significant difference is the role of vegetable oil (without subsidy) in providing energy, which is greater in the countryside than in the city. In the case of sugar and rice, no differences were observed in terms of consumer energy supply in urban and rural households, or between socio-economic tertiles (Vakili et al., 2008; Gray and Leyland, 2009; Chun et al., 2010; Karami et al., 2012; Asefzadeh et al., 2014). Summary of studies included in this review on the effects of subsidies on food intake in Iran are presented in Table 1.




Conclusion

Although, the results of this review indicated that subsidy payment affects socio-economic status of Iranian population, it also addressed the lack of evidence available from Iran on fiscal interventions on food. In Iran, subsidies are often paid for those basic goods and commodities that are part of the consumption patterns of majority of the society. So, if the basic needs of the people are not well-understood, changes in subsidy payment structures may lead to a change in consumption patterns. On the other hand, paying subsidies on some of the basic commodities, such as bread, sugar and milk, with the aim of protecting vulnerable populations, includes all income groups. In general, according to various studies, physical payments for food lead to an increase in the consumption of different groups, but cash payments do not necessarily lead to an increase in food intake. The complete elimination of subsidies is not recommended, and the method of payment should be changed to improve the protection of vulnerable populations. Further longitudinal studies are warranted to confirm these findings and to discover the underlying mechanisms of the effects of subsidies on foods in Iran.
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1 Esmaeili and Shokoohi Investigate the co-movement of food prices and the Find the food production index has the greatest influence on the
(2011) ‘macroeconomic index by principal component analysis macroeconomic index and that the oil price index has an influence on the

(PCA) to further understand the influence of the food production index. Consequently, crude oil prices have an indirect
macroeconomic index on food prices. The food prices effect on food prices.
we studied are for eggs, meat, milk, oilseeds, rice, sugar
and wheat. The macroeconomic variables include the
crude oil price, consumer price index (CPI) and food
production index (EPT).

2 Pradhan (2009) Welfare analysis with a proxy consumption measure Higher relative measurement error in the consumption measure derived
from the short questionnaire results in higher poverty estimates even if the
poverty line is adjusted to take account of the systematic underestimation.
Small differences are found for analysis that is based on the rank the
individual holds in the consumption distribution. In gradient analysis, it
seems impossible to devise a simple correction factor for the higher
consumption elasticities that follow when the short questionnaire is used.

3 Laraki (1989) Investigate the food subsidies and market Virtually all the indirect effects come from the soft wheat market itself. The

interdependence indirect effects emanating from the related markets are negligible.

4 Afshoon et al. (2003) Assess the status of nutritional security in a pattern of Insecurity about some the important nutrients and this is in consistent with
nutrients intake among families in Boyerahmad other national studies. One of the most important reasons for this
township in 1380-81 insufficiently is an unsuitable pattern of dietary which is based on using a lot

of cereal and fewer proteins and lipids. This in turn changes the balance of
micronutrients in dietary households which might have consequences such
as malnutrition, insufficient growth of children, anemia and vitamin and
mineral deficiency. Further investigation in needed to enlighten these
subjects and also to improve the pattern of diet a in the studied area.

5 Hall et al. (2009) Assess the global variability in fruit and vegetable 77.6% of men and 78.4% of women from the 52 mainly low- and
consumption middle-income countries consumed less than the minimum recommended

five daily servings of fruits and vegetables. Baseline global information on
low fruit and vegetable consumption obtained in this study can help
policymakers worldwide establish interventions for addressing the global
chronic disease epidemic.

6 Viebig et al. (2009) Assess the fruit and vegetable intake among low income The fruit and vegetable intake of low-income elderly individuals in the city
elderly in the city of Sdo Paulo, Southeastern Brazil of Sdo Paulo was insufficient according to the recommendations of the

World Health Organization and is associated with unfavorable
socioeconomic conditions.

7 Herman et al. (2006) Investigated whether providing supplemental financial Low-income women used the supplement provided almost fully, and the
support specifically for purchase of fresh fruits and purchased a wide variety of fresh fruits and vegetables for their families. No
vegetables would result in high uptake of the particular barriers arose to the redemption of the vouchers by either the
supplement, and what the individuals would choose to participants or the retail vendors.
purchase

8 Kennedy et al. (2009) The “rolling store”: an economical and environmental The rolling store, at least on the small scale on which it was implemented, is
approach to the prevention of weight gain in African a feasible approach to producing weight loss and improvements in healthy
American women eating when combined with an educational program in a small community

center.

9 Thornton etal. (2010) Investigated whether selected healthy and unhealthy Poorer diets among women living in disadvantaged neighborhoods in
dietary behaviors are patterned by Melbourne, the differences were not attributable to less supportive nutrition
neighborhood-socioeconomic disadvantage, and if so, environments in these neighborhoods.
whether features of the neighborhood-nutrition
environment explain these associations

10 Pasdar et al. (2014) Investigate the effect of eliminating subsidies on food Elimination of food subsidies had led to a reduction in consumption of
consumption of households in Kermanshah—Iran essential foods in households. Given the relationship between income and

consumption, it is recommended that special supports be provided by the
state to improve the nutritional status of low-income and vulnerable
households.

11 Gray and Leyland (2009) To investigate differences between dietary habits in Associations between unhealthy eating and deprivation accounted for much
Glasgow and those in the rest of Scotland and the role of the tendency of people in Glasgow to have poor diets. Policies are needed
that socio-economic factors have in explaining these. to encourage improvements in the diet in Glasgow and more effort is

required to reduce social inequalities in eating habits. Glasgow’s poor diet
will remain unless problems associated with poverty are tackled.

12 Asefzadeh etal. (2014) determine the changes in essential goods consumption Targeted subsidies reform has led to changes in essential goods

consumption. With regards to the association of income and consumption,
low-income households should be more considered.
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