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Consequences of energy subsidies ¥
go well beyond fiscal costs 3
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Measuring consumer subsidies

O Pre-tax subsidies exist when energy consumers pay a
price below the supply cost of energy, including
transportation and distribution costs

O Tax subsidies arise if energy taxes are too low: energy
should be taxed the same way as any other consumer
product, plus additional taxes to account for the adverse
effects of energy consumption

QO Post-tax subsidies equal pre-tax + tax subsidies
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Petroleum and electricity dominate
pre-tax subsidies, while coal
subsidies are negligible

* Pre-tax b An pall axy acally LAy,
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Nearly half of pre-tax subsidies are
from MENA region

* Pre-tax
5480 billion [0.73GDF, 2.13% revenues)

S Afric _Advanced

CEE-CIS = Central and Eastern Europe and Commomwesith of independant States; £.0. Asis = Emerging and Developing Asia;
LAC = Latin American countries; MENA = Middie East and North Africe; 5.5. Africe = Sub-Saheran Atrica &



Pre-tax subsidies as a share of GDP
and government revenues are highest |
in MENA

Percentof revenues

Percentof GDP
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CEECIS = Central and Eastern Europe and Commonmwesith of independent States; £.D. Asia = Emerging and Developing Asis;
LAC = Latin American countries; MENA = Middie East and North Africe; 5.5, 4fvice = Sub-Saneren Africe

Post-tax subsidies are four times
larger than pre-tax subsidies, with
more than a quarter from coal
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* Post-tax
$1.90 trillion (2.7% GDP, 8.1% revenues)

* Pre-tax
5480 billion {0.7%GDP, 2.1% revenues)

Natural gas
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* Pre-tax ¢ Post-tax
5480 billion (0.73GDP, 2.13% revenues) $1.90 trillion (2.7% GDP,S.I% revenues)

Post-tax subsidies as a share of GDP &> %

CEECIS = Central and Eastern Europe and Commonweaith of independent States; £.D. Asia = Emerging and Developing Asie:
LAC = Latin American countries; MENA = Middie Sast and North Africe; 5.5. Africs = Sub-Saharan Africa
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Under-pricing for externalities
accounts for a large share of post-
tax subsidies across all regions
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“How to do” subsidy reform

Identify ingredients for successful subsidy reform
from 22 country case studies

14 on fuel, 7 on electricity, and 1 on coal

Obroad regional coverage (7 from SSA, 2 from E.D. Asia,
3 from MENA, 4 from LAC, and 3 from CEE-CIS)

028 reform episodes (12 successful, 11 partially
successful, and 5 unsuccessful)

OSupplemented by lessons from FAD technical assistance
(19 reports in the past 5 years) on energy subsidies and
work by other institutions
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Six key reform ingredients
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Six key reform ingredients
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Six key reform ingredients

(v) Targeted mitigating measures to protect the poor saall 138 8 Joaiadl meid Vo day,dd
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