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SUBSIDIES

Factsheet on fossil fuel subsidy reform

Fossil-fuel subsidies lower the price of coal, oil, gas and electricity for consumers and producers. They
reduce fiscal space, incentivize wasteful consumption and extraction, and lock in emissions and
infrastructure that are incompatible with net-zero pathways.

Key numbers

Global explicit fossil-fuel subsidies (2023): ~USD 1.1 trillion (estimate from the Fossil Fuel
Subsidy Tracker and affiliated research).

Estimated emissions benefit of subsidy removal: CO:: 1-4% reduction; GHGs: up to ~10% by
2030 (range across studies summarized by the |IPCC).

International commitments and developments

Major economies committed in 2009 to “phase out and rationalize over the medium term inefficient
fossil-fuel subsidies.” This pledge originates from the G20 leaders’ statement in Pittsburgh. G7
countries pledged in 2016 to remove all fossil fuel subsidies by 2025.

The outcome of the First Global Stocktake (2023) calls on Parties to phase out “inefficient fossil
fuel subsidies that do not address energy poverty or just transitions, as soon as possible.”

The International Court of Justice advisory opinion in July 2025 underscored that certain State
actions (including fossil fuel subsidies) can amount to internationally wrongful acts, strengthening
legal and political pressure on subsidy provision.

Why reform matters
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Climate: subsidy removal shrinks demand for fossil fuels and lowers GHGs.

Fiscal: removing inefficient subsidies frees government revenue that can be redirected to priority
spending (climate finance, health, education) or used to finance a just transition.

Development & equity: poorly-designed universal subsidies disproportionately benefit wealthier
households and capital-intensive producers; targeted support can better protect vulnerable groups.

Quick checklist for policymakers

arODD -~

Publish a comprehensive subsidy inventory covering consumption and production measures.
Model fiscal, distributional and emissions impacts of proposed reforms.

Design targeted compensatory measures for vulnerable groups and transitional industries.
Set a transparent, time-bound phase-out schedule aligned with NDCs and just transition plans.
Report regularly to domestic parliaments and international fora; enable civil-society scrutiny.

info@stopfossilsubsidies.eu
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