
Advising Greentech companies 

to help maximize growth

How Much do Fossil Fuels 
Benefit from Subsidies?

Hint :  

I t ’ s  not near ly as much as the c l imate 
community would l ike you to  th ink.



Subsidy word salad

The estimates of how much fossil 
fuels benefit from subsidies vary 

widely.

At  the low-end it’s estimated at $1 
trillion. At the high-end $7 trillion.

Why the massive delta?

Read on

• O n e  r e a s o n  i t ’s  d i f f i c u l t  t o  e s t i m a t e  w i t h  p r e c i s i o n  t h e  
s u b s i d i e s  t h a t  t h e  f o s s i l  f u e l  i n d u s t r y  r e c e i v e s  i s  b e c a u s e  o f  
t h e  v a r i o u s  w a y s  s u b s i d i e s  a r e  d e f i n e d ,  o r  m i s - d e f i n e d .

• T h e r e  a r e :

• Production subsidies

• Consumption subsidies

• Explicit subsidies. and

• Implicit subsidies

Say what?

• W h y  s o  m a n y  c a t e g o r i e s ?  I  h a v e  a  t h e o r y .



Subsidies explained

Economists typically refer to 
implicit subsidies – which aren’t 

incorporated within market prices – 
as “externalities” and not 

subsidies.

I refer to implicit subsides as 
“smoke and mirrors” to 

intentionally inflate a number.

• E x p l i c i t  s u b s i d i e s :  t h e s e  a r e  w h a t  I  w o u l d  d e f i n e  a s  “ r e a l ”  
s u b s i d i e s .  T h i s  c a t e g o r y  r e p r e s e n t s  m o n e y  p a i d  b y  a n  e n t i t y  
( t y p i c a l l y  a  g o v e r n m e n t )  t o  r e d u c e  c o s t s .

• E x p l i c i t  s u b s i d i e s  a r e  b r o k e n  i n t o  t w o  c a t e g o r i e s :

• Production subsidies which go directly to producers, and

• Consumption subsidies paid to consumers

• I m p l i c i t  s u b s i d i e s :  a c c o u n t  f o r  t h e  s o c i e t a l  c o s t s  o f  b u r n i n g  
f o s s i l  f u e l s .  F o r  e x a m p l e :  a i r  p o l l u t i o n  a n d  c l i m a t e  c h a n g e .  T h e  
I M F  e v e n  t h r o w s  i n  r o a d  a c c i d e n t s  a n d  c o n g e s t i o n  i n  i t s  
c a l c u l a t i o n s .



Drum roll please…

Did I mention that 80% of explicit 
subsidies go to consumers and not the 

producers of fossil fuels?

Some would argue there should be no 
subsidies for fossil fuels, but totally 
eliminating explicit subsidies would 

mostly harm the poorest 
among us.

• E x p l i c i t  s u b s i d i e s  s p i ke d  t o  a l m o s t  $ 1 . 2  t r i l l i o n  i n  2022  
b u t  d r o p p e d  p r e c i p i t o u s l y  i n  2023 .

• W h a t  h a p p e n e d  i n  2022 ?

• E n e r g y  c o s t s  s p i ke d  d u e  t o  Ru s s i a ’s  i n v a s i o n  o f  U k r a i n e .  
I n  s o m e  c a s e s ,  t h e  p r i c e  o f  n a t u r a l  g a s  i n c r e a s e d  a s  m u c h  
a s  4 0 0 % .

• I n  r e s p o n s e ,  g o v e r n m e n t s  i m p l e m e n t e d  p r o g r a m s  t o  
s o f t e n  t h e  b l o w  t o  c o n s u m e r s .



Smoke meet mirror

Simply put – attempting to factor in 
“implicit” subsidies is a joke.

By any definition, these aren’t 
subsidies but societal costs 

associated with a product’s use.

By that definition, we “subsidize” 
every product because every 

product has some societal cost.

• T h e  h i g h  e n d  o f  a n y  e s t i m a t e  o f  f o s s i l  f u e l  s u b s i d i e s  i n c l u d e s  
i m p l i c i t  s u b s i d i e s .  I t ’s  t h e  o n l y  w a y  y o u  g e t  t o  t h e  e y e - p o p p i n g  
n u m b e r  o f  $ 7 +  t r i l l i o n .

• A n d  t h e  m e d i a  i s  c o m p l i c i t  i n  r e p o r t i n g  t h i s  n u m b e r  a s  f a c t  
w h e n  i n  r e a l i t y,  i t ’s  p u r e  f i c t i o n .

• H e r e ’s  a  s a m p l e  o f  s o m e  h e a d l i n e s :

• Fossil fuels being subsidized at rate of $13m a minute says IMF (as reported by The 
Guardian.

• U.N. chief calls for an end to $7 trillion in fossil fuel subsidies (reported unchallenged 
by CNBC).

• The world feeds the climate crisis with public money: Fossil; fuel subsidies amounted 
to $7 trillion in 2022 (as reported by El Pais).



Subsidies vary widely by country

Not including the implicit 
variety, in 2023, total global 

subsidies related to fossil fuels 
equaled approximately 

0.57% of global GDP.

• G e n e r a l l y,  c o u n t r i e s  t h a t  p r o d u c e  f o s s i l  f u e l s  p r o v i d e  h i g h e r  
s u b s i d i e s .  T h e  e x c e p t i o n :  t h e  U n i t e d  S t a t e s .

T h e  b o t t o m  l i n e :  

• Yo u  c a n  a r g u e  t h a t  n o  s u b s i d i e s  s h o u l d  e v e r  b e  a s s o c i a t e d  w i t h  
f o s s i l  f u e l s ,  b u t  t h a t  w o u l d  h u r t  t h e  m o s t  v u l n e r a b l e .

• I  o f f e r  t w o  p i e c e s  o f  a d v i c e :

1. If you’re going to rail against fossil fuel subsidies, do it honestly.

2.  The climate community would be better served to focus on the challenge 
at hand – reducing carbon emissions – versus attempting to portray the 
oil and gas industry as adversaries. They may be, but it isn’t a battle that 
can be won. The old saying: “You can catch more flies with honey than 
with vinegar” comes to mind.



Advising Greentech 

companies to help 

maximize growth

Unbiased and Unfiltered
• An honest  assessment  o f  the  c l imate  change 

e f for t .  

• I  cover  wha t ’ s  work ing –  bu t  more impor tan t  -  
the  i s sues/ roadb locks  tha t  the  i ndust ry  wou ld 
p re fe r  to  ignore .

• A must - read for  anyone  w i th  a  des i re  to  
unders tand wha t ’ s  r ea l l y  go ing on  w i th  
r enewab le  energy  and c l imate  change .

I f  you  f ind  my  post s  i n format ive ,  
p l ease fo l low and  connect  w i th  me ,  

and share  these  posts .   
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