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� Independent Policy Research Institute, est. 1990

to promote sustainable development

• Established (by IISD) in 2005

to investigate and promote reform of 

subsidies … that have negative economic, 

social or environmental impacts
2



© OECD/IEA 2011 

Are energy subsidies the best use of public money? (1) 
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Social cost =
Private  + govt 

cost
+

Negative externalities

including environmental 

effects

Social benefit =
Private + govt 

benefit
+

Positive externalities including 

environmental effects

Subsidy program’s social benefit net of its 

social cost

_____________________________

(1 + discount rate)t

Net present value of 

the subsidy program ∑
=

n

t 0

=
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Ideally we should be able to do cost-benefit analysis of energy 

subsidies …

Are energy subsidies the best use of public money? (2) 
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But it’s amazing how little information is available on 
energy subsidies
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Define Measure Evaluate

• The GSI uses the 3-stage process to investigate subsidies
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The devil is in 
the details…
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Define Measure Evaluate

Non-internalized 
externalities (not 
always included)

Uncollected or under-
collected use of 
government-owned assets

Market price 
support and 
market transfers

Budget expenditure (incl. 
tax expenditures) and 
potential expenditures
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Fossil-fuels subsidies amounted to $409 billion in 2010 – down from the peak of $550 billion 

in 2008 but still much larger than subsidies to renewables, which reached $66 billion in 2010 

World subsidies to fossil fuels consumption & renewable energy
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Define Measure Evaluate



Subsidies per unit of energy generated

Source: Kitson et al. Subsidies and External Costs in Electric Power Generation: A 
comparative review of estimates. GSI, September 2011.

Define Measure Evaluate

GSI exploratory 
work (not a final 
say!)



Triple Attention to Fossil-Fuel Subsidy Reform

Need to phase out inefficient 
public spending (FF consumer 
subsidies over $400 bln a year)

Need to cut demand for fossil 
fuels to abate emissions and to 
create a level playing field for 
renewables  

Need to find ‘innovative 
sources’ of finance for the 
Green Climate Fund ($100 
bln a year by 2020)
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Fossil Fuels: Global Focus

GSI’s ‘heroic estimate’ of fossil-fuel producer 

subsidies worldwide: $100 bln a year
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IEA estimate of consumer subsidies in 
developing countries: $ 490 bln in 2010

Consumer subsidies in 
developed countries: ?

OECD estimate of all 
types of fossil-fuel 

subsidies in 24 
developed countries: 

USD 45 – 75 bln a year



Fossil fuels: Country Focus 
GSI ‘provocation series’: ‘Fossil Fuels: At What Cost?’

INDONESIA

CANADA

NORWAY

RUSSIA

NIGERIA (TBC)NIGERIA (TBC)

More at: http://www.iisd.org/gsi/fossil-fuel-subsidies/fossil-fuels-what-cost
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Study results (values not comparable directly due 
to different national taxation benchmarks) 

Country Scope Subsidies 

Identified 

Value of 

Subsidies

Data 

year

Upstream oil 
& gas

3 + 7 
potential

$1.8 
billion

2008

Upstream oil 
activities, 3 
Provinces

63 $2.8 
billion

2008

Upstream oil 
& gas, 

Federal 
subsidies

30 $14.4 
billion

2010

www.iisd.org/gsi



Top 10 most sizeable federal subsidies to upstream 
oil and gas activities in Russia
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Extensive 

development 

of new fields

Improving 

energy 

efficiency and 

recovery

‘Soft evaluation’ of 

oil and gas producer 

subsidies in Russia 

against their policy 

objectives



GSI Exploratory Evaluation of Subsidies to 
Renewables (not a Final Say!)

• An impact analysis approach

• Price 
subsidies

• Foregone 
revenue

• Credit 
subsidies

• Direct 
spending

Subsid
y 

Policies

Increased 
deploymen

t and 
generation

Policy 
output

s

• Environment

• Economic and 
social benefits

• Energy 
security

• Technological 
development

Policy 
outcome

s



Tentative Findings (1)

• A range of complexity in applying the method

Data Tech. complexity Accuracy of valuation

Outputs Not always disaggregated

Outcomes

Environmental Life-cyc. CO2 fctrs needed Range of CO2 $ values

Econ. & social High data burden Technically complex Need for net impacts

Energy security Qualitative analysis only No estimate of $ value

Tech. development No way to isolate effects

Costs Some $s unaccounted?



Tentative Findings (2)



• Exploratory country estimates

– Low-cost RETs, good case for cost-effectiveness in some 
cases

– High-cost RETs… less clear…

– At high levels of penetration, less clear…

– … & bad practice certainly exists…

– Impact analysis can help identify policy weaknesses and 
risks, e.g.

• Interactions with other climate-related policies (leakage?)

• Local content requirements & other green industrial policy

• Caps, spending controls, review mechanisms etc.

Tentative Findings (3)



GSI Recommendations

1. Impact analysis is possible and useful

2. Assess simple criteria frequently and stagger 
more comprehensive assessments including 
complex criteria (such as modelling)

3. Both monitoring and transparency are vital

4. Use policy feedback and learning mechanisms 
to adapt policy and continually improve cost-
effectiveness



Cautionary Tales

“Mafia ‘Hits’ EU 

Wind Subsidies”

- The Energy 

Tribune

“Solyndra: Yes, It 

Was Possible To See 

This Failure 

Coming”

– The Wall Street 

Journal
“Spain’s Solar Market 

Crash Offers a 

Cautionary Tale About 

Feed-in Tariffs”

- The New York Times



GSI agenda for future work on energy producer 
subsidies

Identify trends in more countries, especially 

developing countries

•What policies and where?

•Are costs monitored? Reported?

•Who pays and who benefits?

•What impacts?

•What issues matter most? 
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