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The classification of fossil fuel subsidies:
A discussion at risk of going off the rails?

Fossil Fuel Subsidy Reform Group meeting, 18 July 2023
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Strong centrifugal forces at work on subsidies

* The WTO is custodian of an internationally agreed
definition of a “subsidy”.

* When approaching subsidies to particular sector, some
subsidy estimators want to reinvent the wheel.

* Portrayal of the work of the OECD, IEA, World Bank, UNEP
often stresses their differences.

* While the portrayal of the work of the IMF often glosses
over how different it is from the others’ work.



A brief history of fossil-fuel subsidy measurement
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The subsidy “matrix” dates back to the OECD (2011
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Matrix of support measures, with examples
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INVENTORY OF ESTIMATED BUDGETARY SUPPORT AND TAX EXPENDITURES FOR FOSSIL FUELS © OECD 2011



The IMF’s estimates of “explicit” and “implicit” fossil fuel subsidies
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Changed from “pre-tax” and “post-tax” to “explicit” and “implicit” in 2021.
IMF looks exclusively at consumption-related externalities.
Growth in externalities heavily influenced by population and GDP growth.

Range of uncertainty around the externality estimates are greater than the “explicit” subsidies.



Liguid fuel prices and externalities in the USA and NZ, 2020
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Vehicle externalities (traffic congestion, road accidents, road wear & tear) accounted for the bulk of
externalities not reflected in the price of gasoline in the USA and diesel in NZ in 2020:

— USA: 83% (USD 180 bin) of the “implicit subsidies” for gasoline; 48% (USD 82 bln) for diesel.
— NZ: 73% (USD 1.77 bln) of the “implicit subsidies” for diesel



Take-aways

* The WTO’s ASCM Article 1 definition of a “subsidy” does NOT
include the value of non-internalized externalities.

* Nor are they included in the OECD’s, IEA’s, UNEP’s (SDG Indicator
12.c.1 indicator), nor the World Bank’s country reports.

* The IMF’s “implicit subsidy” estimates do NOT show the
environmental harm caused by the “explicit” subsidies. Rather,
they quantify the non-internalized externalities generated by
fossil fuel consumption.

* It is therefore tautological to refer to the IMF numbers as
showing the environmental effects of fossil fuel subsidies.
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Thank You!

Ronald.Steenblik@gmail.com
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