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Aims of The Report

• Identify current energy fiscal policies, specifically subsidies and revenue

• Assess the social cost of fossil fuels compared with subsidies and revenue 
and analyze whether these policies are aligned with stated government 
objectives for the energy sector

• Recommend reforms that would lead to a more coherent and effective 
approach to energy fiscal policies aligned with key energy policy objectives
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What Is The Relevance of This Discussion?

1. Subsidies and taxes are one of the key economic policy levers that 
governments can use to influence energy production and consumption.

2. Subsidies and taxes come at a high cost to the public budget and are 
often linked to health and environmental public objectives.

3. Fossil fuel subsidies and revenues have a large impact on local air 
pollution and greenhouse gas emissions. 
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Scope and Definitions

• The assessment included all types of commercial modern energy 
including:

• Electricity
• Fossil fuels including 

• Coal
• Natural gas 
• Petroleum (crude oil and its producers)

• Other categories that were not energy specific but that predominantly 
benefit one type of energy

• Electricity transmission and distribution
• Bailout packages for airlines and Eskom 
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Scope and Definitions Continued

• Subsidy definition based on Article 1 of the Agreement on Subsidies and Countervailing 
Measures of the World Trade Organization, includes four types of subsidies:

• Direct and indirect transfer of funds and liabilities (budget outlays)

• Government revenue foregone (reduced tax rates and tax exemptions)

• Provision of goods or services below market value (such as land or water)

• Income and price support through market regulations (including non-enforcement)

• Our definition of revenues includes taxes and non-tax revenues which follow the SA 
National Treasury and OECD definition, which are unrequited payments to the general 
government budget enforced through legislation.
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Key Findings From The Report



Overview of Subsidies by Energy Type
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Subsidy Mechanisms Employed in FY 2020
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Renewable Energy Policies

South Africa’s Energy  Fiscal Policies 31 January 2022



Consumption Revenue
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Consumption Revenue
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Production Revenue
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What Does This All Mean?



The Social Cost of Energy
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Comparing Fossil Fuel Subsidies, Tax and Non-
Tax Government Revenues, and Social Costs
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Key Findings and Recommendations
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• Finding
• Fossil fuel subsidies are too high

• Recommendations
• Reforming/reducing bailouts provided to Eskom
• Ending the exemptions to the carbon tax
• Increased transparency on energy fiscal policies



Key Findings and Recommendations
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• Finding
• Pollution associated with fossil fuel use 

places a heavy cost on the health of 
South Africa’s citizens

• Recommendations
• There is a need for a review of current 

energy fiscal policies

• The revenue generated by efficient 
pricing of fossil fuels could be used at 
targeted support for vulnerable 
households

• Increasing fossil fuel taxes is an 
important stage in the energy transition



The Way Forward



Thank You!
For more information:

www.iisd.org
Twitter: @IISD_Energy

Email: cmuzondo@iisd.org
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