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Global fossil fuel subsidies 

•  Subsidies to: 
1.  Exploration, 
2.  Production, and 
3.  Consumption 
 

•  Subsidies can be calculated on the basis of ‘price gap’ from 
‘market prices’ (IEA). 

 
•  Subsidy accounting can include: 

–  Budget support (OECD and IMF), 
–  Tax expenditure (OECD and IMF), 
–  Failure to price externalities (IMF). 
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Global fossil fuel subsidies 

•  The IMF estimates that energy subsidies (oil, gas, coal and 
electricity) amount to a staggering $1.9 trillion worldwide—
the equivalent of 2½ percent of global GDP, or 8 percent of 
government revenues. 
 

•  The IEA estimates that fossil-fuel consumption subsidies 
worldwide amounted to $544 billion in 2012, slightly up from 
2011 as moderately higher international prices and increased 
consumption offset some notable progress that is being made 
to rein in subsidies. Subsidies to oil products represented over 
half of the total. 

 
•  The OECD does not aggregate subsidy data, though it has been 

compiled for all OECD countries in 2013, and is now being 
compiled for BRICS. 
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Global fossil fuel subsidies 
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Subsidies through  
development finance 

•  Estimates of fossil fuel 
support from International 
Financial Institutions (IFIs) 
and National Development 
Banks (NDBs) range from 
$15 to $150 billion annually. 

   
•  International estimates of 

fossil fuel support from 
Export Credit Agencies 
(ECA) ranges from $50 to 
$100 billion annually.   
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Including the WB Group, AfDB, 
ADB, IADB, and EBRD  
(Oil Change International) 



Subsidies through  
development finance 

•  Between 2008 and 2011 the majority of IFI  energy project 
support was to fossil fuel projects.  

 
•  Over 75% of energy project support from IFIs to India, 

South Africa, Saudi Arabia, Indonesia, Brazil, Thailand, 
Kazakhstan, Egypt, Venezuela, Uzbekistan, Algeria, and 
Nigeria was to fossil fuel projects.  

 
•  These are 12 of the top developing country GHG emitters.  
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UK subsidies  
(through IFIs) 

•  The Department for International Development (DFID), the 
Department for Energy and Climate Change (DECC), the Department 
for Environment, Food and Rural Affairs (DEFRA), UK Export Finance 
(UKEF), and CDC (the UK’s development finance institution) currently 
provide financial and technical support for energy sector activities in 
developing countries.  
 

•  These Government departments provide support to energy 
projects either directly or through International Finance 
Institutions (IFIs).  

 
•  A basic analysis by ODI of UK finance to energy projects 

through IFIs identified more than USD 3 billion (or GBP 2 
billion) in support between 2008 and 2011.  

 
•  Support to fossil fuel projects through IFIs was twice as large 

as support for clean energy projects.   
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UK subsidies  
(through Export Finance) 

•  In November 2011 -UK Export Finance is guaranteeing a US$1 billion line of 
credit for Petroleo Brasileiro Sociedade Anonima (Petrobras) to finance UK 
exports for Petrobras’ investment programme. The line of credit is to expand 
Petrobras’ oil exploration and production facilities off the east coast of Brazil.   

 
•  In June 2013 - UK Export Finance (UKEF) announced that it will guarantee US

$700 million of finance for UK exports to a petrochemical facility in Saudi 
Arabia.  

 
•  Others: £22 million to Norwegian offshore oil contractor, £6 million 

petrochemical plant in Azerbaijan, £6 million natural gas plant in Nigeria. 
  
•  The most important markets for UKEF were Azerbaijan, Bahrain, Brazil, Dubai, 

New Zealand, Norway, Russia and Saudi Arabia.  
 
•  Information on support by CDC and other Government departments for energy 

projects could not be reviewed due to a lack of publicly available information.  
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UK subsidies  
(through Export Finance) 

•  The Export Investment Guarantees Act 1991 does not allow UK 
Export Finance to discriminate in its support between different 
classes or types of export: "It would be unlawful for the Secretary of 
State simply to declare a blanket ban on certain types of 
investment. ... I think the objective is the right one, but we are 
constrained by the existing legislation.” 
 

•  David Godfrey, the UK Export Finance chief executive, “a lack of green 
projects supported by the organisation was not the product of any 
discrimination on its part. The countries to which such technology is 
exported, he suggested, do not tend to require export 
support.” (£38k for hydropower project) 

 
•  The Coalition Government included in its programme for government 

the following commitment: “we will ensure that UK Trade and 
Investment and the Export Credits Guarantee Department become 
champions for British companies that develop and export 
innovative green technologies round the world, instead of 
supporting dirty fossil-fuel production”.  
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Impact of domestic subsidies in 
developing countries 
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Impact of domestic subsidies in 
developing countries 
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Developing country subsidies  
dwarf climate finance 

•  For the 42 developing countries where data is available, the 
volume FFS to consumers is 75 times that of climate finance 
–  US$396 billion in FFS in 2011 vs.  
–  US$5 billion avg. annual CF (2010-2012) 

 
•  5 countries appear in both ‘top 12 lists’ (India, Indonesia, 

China, Mexico, and Egypt)  





International commitments 

•  In 2009 G20 committed to ‘phase out and rationalise over the 
medium term inefficient fossil fuel subsidies while providing 
targeted support for the poorest’.  

 
•  This commitment was reinforced in 2010 by a leaders’ 

statement from 21 Asia-Pacific Economic Cooperation (APEC) 
countries. 

 
•  Europe 2020 strategy calling on Member States ‘to phase out 

environmentally harmful subsidies (EHS) limiting exceptions to 
people with social needs’ 

 
•  UN - Secure Sustainable Energy goal of the Post-2015 

Development Agenda to ‘phase out inefficient fossil fuel 
subsidies that encourage wasteful consumption’ 
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UK subsidy phase out 

•  Opportunities for UK to: 
–  address subsidies provided through development 

finance, and  
–  support subsidy phase out processes in developing 

countries (including through climate finance). 

…in addition to phasing out subsidies at home 
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EAC Inquiry – Energy Subsidies 

RECOMMENDATIONS 
 
•  DfID should make, and publish, an assessment that compares its aid 

expenditures and the extent of fossil fuel subsidies for each aid-
recipient country 

•  UK Export Finance should similarly provide a comparative analysis of 
export finance support and fossil fuel subsidies.  

•  DfID should then include these analyses in a revision of its 
Environment Strategy, along with the two departments' assessment 
of why continued aid and export support in each case overrides the 
need for eliminating fossil fuel subsidies in those countries. 
(Paragraph 36)  

•  Report Published December 2, 2013 
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Phase out support through 
development finance 

•  World Bank Group's Energy Sector document, allows 
"financial support for greenfield coal power generation 
projects only in rare circumstances. Considerations 
such as meeting basic energy needs in countries with 
no feasible alternatives to coal and a lack of financing 
for coal power would define such rare cases.“ 

 
•  The UK Government's recent announcement about 

ending support for coal power plants abroad was 
couched in similar terms. 
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