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Abtract
This study is purposed to analyze the impact of fuel subsidy reduction policy followed by the award of compensation in the form of BLT to the poor on income distribution and poverty. Computable General Equilibrium (CGE), Foster-Greer-Thorbecke (FGT index) and betha density distribution function model analysis was used to achieve the goal. The results showed that the reduction in fuel subsidies, followed by the compensation of direct cash aid (BLT) to the poor households have an impact on increasing poverty, income inequality and poverty severity. In other words, the impact of direct cash aid (BLT) to the poor households is unable to offset the impact caused by the reduction in fuel subsidies.
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