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Responses to Principle 3 survey

• Respondees (Belgium, Colombia, Denmark, Finland, Germany, 

Iceland, Latvia, Luxembourg, Mexico, Norway, Paraguay, 

Sweden, Switzerland, The Netherlands, Uganda):

Thank you!

• Non-respondees (~35), including new countries:

Please fill out the survey

bit.ly/principle3survey
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http://bit.ly/principle3survey
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“Effective carbon pricing means that 
countries adopt measures to achieve 
carbon price levels that are sufficient to 
incentivize the emission reductions needed 
to meet their own emission reduction 
targets, subject to their national 
circumstances and with a view to reaching 
carbon price levels consistent with the 
Paris Agreement’s long-term objectives.”
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Why a survey?

Carbon prices remain well-below ‘effective’ levels

• existing carbon prices: <20% CO2 coverage, mostly <US$15 per ton of CO21

• needed for PA: 100% CO2 coverage, $40-80 by 2020, $50-100 by 20302

Q. what’s holding countries back from implementing effective carbon pricing?

• Economic, societal, political economy, cultural/ideological, inter-departmental, 

international climate policy, technical, or other?

To help inform our technical workstream on Principle 3, we sought to find out:

• What is the current structure of fossil fuel subsidies and/or carbon taxes?

• What is the primary motivation for reform?

• What are the main obstacles to achieving effective carbon pricing?
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1. State and Trends of Carbon Pricing, 2019, 2. The High-Level Commission on Carbon Pricing, 2017

https://openknowledge.worldbank.org/handle/10986/31755
https://www.carbonpricingleadership.org/highlevel-economic-commission-1
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Q. Are your country’s environmental taxes 
high enough to…
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Q. Do you have fossil fuel subsidies?

7

65% have 

fossil fuel 

subsidies
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Q. Do you have a carbon tax (or charge)?
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59% have a 

carbon 

tax/charge
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Reformers: Q. Was the carbon tax/charge 
deemed successful?
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Non-reformers: Q. have you considered 
reforms?
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Q. Why did you consider reform?
11

Reductions in local air 

pollution (e.g. PM2.5, NOx, 

SOx, etc)

Reductions in road 

accidents & deaths

carbon 
taxes

fossil fuel 
subsidy 
reform

Please state how important the following reasons that your country considered reforming fossil fuel subsidies 
or implemented a carbon tax/charge out of 5 (1 being not very important, 5 being very important)
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What are the 
economic 
obstacles?
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carbon taxes

fossil fuel 
subsidy reform
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What are the 
societal 
obstacles?
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carbon taxes

fossil fuel 
subsidy reform
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What are the 
political economy
obstacles?
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carbon taxes

fossil fuel 
subsidy reform
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What are the 
cultural/ideological
obstacles?
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carbon taxes

fossil fuel 
subsidy reform

Resistance to any form 

of tax increase (even if 

revenue-neutral)

Resistance to any form 

of tax increase (even if 

revenue-neutral)

Suspicion that fossil fuel 

subsidy reform might 

impede the smooth 

functioning of the market

Lack of belief that 

national fiscal policy 

change can make a 

substantive contribution 

to a global problem

Belief that richer 

countries should mitigate 

and poorer countries 

should only or mostly 

adapt

Resistance to any form 

of tax increase (even if 

revenue-neutral)

Resistance to any form 

of tax increase (even if 

revenue-neutral)

Suspicion that carbon 

prices might impede the 

smooth functioning of 

the market

Lack of belief that 

national fiscal policy 

change can make a 

substantive contribution 

to a global problem

Belief that richer 

countries should mitigate 

and poorer countries 

should only or mostly 

adapt



16

What are the 
departmental 
obstacles?
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carbon taxes

fossil fuel 
subsidy reform
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What are the 
international 
climate policy 
obstacles?
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carbon taxes

fossil fuel 
subsidy reform
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What are the 
technical 
obstacles?
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carbon taxes

fossil fuel 
subsidy reform

Lack of knowledge on optimal 

fossil fuel subsidy reform 

designs (e.g. revenue usage, 

complementary policies)

Lack of knowledge on optimal 

carbon tax reform designs (e.g. 

revenue usage, fuel coverage, 

downstream/upstream, 

complementary policies)
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Summary

• Caveat: 

more responses needed! – bit.ly/principle3survey

• There are numerous differences across Members:

• varying existing fiscal systems (fossil fuel subsidies and carbon taxes)

• varying attitudes towards reform, including ideological priors (on taxes, 

market functioning, environmental effectiveness, and equity)

• variable concern with potential for protests and political opposition, as 

well as effects on the fossil fuel sector and fuel smuggling

• variable consideration of the possible development co-benefits of 

reforms (e.g. improvements in health due to reduced local air pollution 

and reduced road accidents)
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http://bit.ly/principle3survey
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Summary

• … but also similarities across Members:

• agreement environmental taxes are too low (revenues & environmental 

effectiveness)

• inter-departmental issues not important (albeit some concerns with 

earmarking)

• fiscal revenues most important for fossil fuel subsidy reform

• CO2 reduction more important for carbon taxes

• concerns over macro effects of fossil fuel subsidy reform and carbon 

taxes, especially competitiveness, GDP, and employment, but not FDI

• vulnerability of the poorest and distributional effects important

• large methodological/knowledge gaps on estimating effects and 

designing optimal reform packages
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Thank You!

bit.ly/principle3survey

Simon Black – Economist, Climate Change Group, World Bank

simonblack@worldbank.org

http://bit.ly/principle3survey
mailto:simonblack@worldbank.org
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What is the Carbon Pricing Assessment 
Tool (CPAT)?

• a spreadsheet-based tool

• being developed by the World Bank and IMF jointly

• aimed at country economists in finance ministries and IFIs

• allows rapid estimation of effects of carbon pricing reforms on a variety of metrics of 
interest:

► macroeconomic – employment, fiscal revenues, tax evasion

► energy & emissions – energy consumption, local pollutants (PM2.5, NOx, SO2), global 
pollutants (CO2), distributional effects (across quintiles and urban vs. rural), oil & gas sector 
profits

► development co-benefits – reductions in mortality and morbidity due to air pollution and road 
accidents, traffic congestion, and reductions in the shadow economy

• can help policymakers design & compare carbon pricing reforms, helping them achieve 
their climate mitigation goals (Paris Agreement NDCs) and development objectives (SDGs) 
jointly
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