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Fossil fuel subsidies 
are a BIG topic

• Both reforms and perceived 
lack of reform have led to 
civil arrest, in many 
countries.

• Tax expenditures form a 
significant share of many 
countries’ total government 
support to fossil fuels, 
particularly in OECD 
member countries.



Fossil fuel support by energy product:
OECD-IEA combined estimates (82 economies)



OECD Inventory of fossil fuel support, 2010-21
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Source: https://www.oecd.org/fossil-fuels/ 

https://www.oecd.org/fossil-fuels/


The current state of data on tax expenditures related to 
fossil fuels 
• Most of the 51 countries, and most of their sub-national governments, included in 

the OECD’s Inventory of government support for fossil fuels produce tax-
expenditure reports

• In 2022, Redonda et al. gathered data on more than 200 tax expenditure provisions 
reported by 39 countries not included in the OECD Inventory.

• These tax expenditures totalled more than USD 6 billion between 2015 and 2020 
(around USD 1 billion annually), averaging 0.3% of GDP/year and reaching as 
high as 4.9% of GDP in Niger in 2019.

• However, their search also uncovered serious data gaps in the reporting by these 
39 countries that likely understate the true size and reach of tax expenditures 
related to fossil fuels. 

• That more than 100 countries worldwide do not report on tax expenditures at all, 
and are thus not included in the GTED, further aggravates this problem.



Taxes on fossil fuels and types of tax expenditures

VAT 

Carbon tax

Excise tax

Pre-tax price

• Exemption

•Reduction

•Rebate (partial or full)

•Credit

•Deferal

• Evasion



Effective energy tax rates in Denmark: Average by sector, energy category and end-use 
energy (electricity or other), rate in EUR per GJ 

Source: OECD (2019), Taxing Energy Use 2019 (Paris: OECD Publishing), p. 47. DOI: https://doi.org/10.1787/888934008456  

https://doi.org/10.1787/888934008456


What do we mean by reform,
and what criteria?



Need and potential for reform will vary by country, taking 
into consideration …

• How near the country is to its “tax frontier”, or “theoretical 
tax capacity”.

• How far it is from the optimal level and mix of taxation 
needed to internalize externalities, especially environmental 
externalities.

• What would be the distributional consequences (progressive, 
regressive, or neutral) of the tax or taxes, in interaction with 
other policies.



Estimates of tax revenues and tax frontiers for countries in Sub-Saharan 
Africa
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Source: I. Jung (2023), “Nigeria’s tax revenues mobilization: Lessons from successful revenue reform episodes” (p. 6) based on IMF Sub-Saharan 

Africa Regional Economic Outlook (2018) and the World Economic Outlook database.



IMF estimates of consumer price subsidies and non-internalized externalities 
associated with fossil fuel and electricity consumption

Source: Adaptation of graph at the IMF’s web page on “Fossil Fuel Subsidies”, https://www.imf.org/en/Topics/climate-change/energy-subsidies 

Shortfall from IMF’s
“Optimal” tax level

Under-pricing of 
Fossil fuels
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Of which 17% (~1/6) are 
“vehicle externalities”

https://www.imf.org/en/Topics/climate-change/energy-subsidies


Revenues from taxes on energy in Denmark, 2021 (forecast?)
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Source: Netherlands, Twede Kamer de Staten General, “Nota over de toestand van ‘s rijks financïen” (Den Haag, Sept. 2023), p. 382  



Revenues from taxes on energy in Denmark, projected for 2030 under its 
planned “Green Tax Reform”: a less skewed distribution
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Source: Netherlands, Twede Kamer de Staten General, “Nota over de toestand van ‘s rijks financïen” (Den Haag, Sept. 2023), p. 382  



Republic of Mozambique: Technical Assistance Report on Fuel Subsidy and Pricing Reform

Source: International Monetary Fund. Fiscal Affairs Dept. (2015), “Republic of Mozambique: Technical Assistance Report on 
Fuel Subsidy and Pricing Reform”, Vol. 2015: No. 17, DOI: https://doi.org/10.5089/9798400231438.002

Distribution of the welfare impact of a hypothetical 20% increase 
in fuel prices in Mozambique in August 2015, by household 
income quintile 

Estimated subsidy share for five fuels in 
Mozambique, by household income quintile* 

*Based on INE 2008 Household Survey, Arndt et al. (2012), and IMF staff 
estimates.

https://doi.org/10.5089/9798400231438.002


What improves chances of success

• A plan.

• The political will to resist vested interests.

• Effective social-assistance schemes targeted at the most 
vulnerable households.

• Effective and early communication.



Thank You!

Ronald.Steenblik@Gmail.com
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