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High-Level Policy Recommendations 
for Energy Pricing in Developing Countries

Policy brief released at COP27
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UNDP Fossil Fuel Subsidy Reforms Offer: 
Integrated agenda for a just and inclusive transition

TWO KEY PILLARS

1

2

Partnerships
Global/Regional
Local

Packaging
Energy Security
Green recovery/growth
Decarbonization/NZT

OFFER ELEMENTS

Support to external clients
Governments

Support to internal clients
UNDP Country Offices,
Other UN agencies

Supplementary services
Knowledge Products
Facilitation of Knowledge-sharing
Global, regional, country-level dialogues



F O S S IL F U EL S U BS IDY REF O RMS
P O LIC Y F RAMEWO RK

Key tools for external client support

Fossil fuel subsidy reforms strategy Governance and institutional
mechanisms

Strategy pillars: 
• prioritization, sequencing, phasing of 

reforms 
• Use of fiscal savings

Establishment of governance and 
institutional mechanisms
• Capacity development
• Depolitization of reforms
• Automatic Pricing Mechanisms (APM)
• Smoothing mechanisms

Economic, Environment, 
Social and Poverty Assessment

(ESPA)

Governance , Institutional 
and Capacity Assessment

(GICA) 

STAKEHOLDER ENGAGEMENT AND COMMUNICATIONS

IMPLEMENTATION OF FOSSIL FUEL SUBSIDY REFORMS

POST-IMPLEMENTATION RESULT MONITORING



 Unde rlying socia l contra ct, unde rp inne d by two princip le s : 

 Government ensures six fundamental securities
o national security
o food security
o energy security
o social security (health , education , and social welfare )
o economic and financial security
o environmental security

 People pay a fair price

 Fossil Fuel Subsidy Reform:

 Government part of the contract : freeing fiscal space to ensure
fundamental securities

 People side of the deal: fair price for fuel/ electricity , fair taxes

Development context of Fossil Fuel Subsidy Reform

This makes the  whole system sustainable.



CRISIS
RESPONSE

MEETING 
DEVELOPMENT

NEEDS

Firs t o rde r subs idy re forms a nd  ins titu tiona liza tion in  Sri La nka  
a nd  Pa kis ta n he lpe d s ta b iliza tion a nd  curta iling fisca l a nd  
e xte rna l he morrha ge .

Development context of Fossil Fuel Subsidy Reform

Fossil Fuel Subsidy Reform 
has considerable utility for:

Support Ene rgy Tra ns ition: e .g . MOVES pro je ct in  Urugua y 
Ra mping up  socia l p ro te ction , socia l we lfa re a nd  pove rty
a lle via tion me a sure s : e .g . Ind ia , Ma urita nia , Indone s ia a nd  o the rs
Invigora te e conomic growth (inve s tme nts in  clima te re s ilie nt a nd  
g re e n infra s tructure ) a nd  fa cilita te e conomic d ive rs ifica tion: e .g . 
In itia tive s  unde rwa y in  the  GCC. 



DECARBONI -
ZATION

FINANCE FOR
DEVELOPMENT

Supporting innova tion , te chnology a nd  e ntre p re ne urship in  
de ve lop ing countrie s , p rovid ing a  pe rma ne nt fillip to  e conomic
growth.

Development context of Fossil Fuel Subsidy Reform

And there are many others…

Fisca l s a vings  could be use d to  se curitize the ma tic de b t is sua nce s
(Gre e n Bonds , Sus ta ina b ility Linke d Bonds  e tc) o r cre a te co lla te ra l
funds for de -risking both de b t a nd  e quity re source s for de ve lopme nt.. 

INNOVATION

Supporting broa de r de ca rboniza tion e fforts  tha t spa ns a  b roa d
spe ctrum (e ne rgy, a g riculture , tra nsporta tion , indus try, la nd  use  
a nd  wa s te ma na ge me nt) towa rds sys te ms cha nge  a nd  a  
d iffe re nt wa y of a pproa ching e conomic de ve lopme nt po licy.

In many developing countries, energy transition will not 
happen in the face of continued subsidization of fossil fuels. 



Thank you.

www.undp.org/energy
@UNDPClimate

#EnergyForDevelopment
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