
September 2017

GCC States and Energy Pricing Reform: 
Building and Using International  
Frameworks of Cooperation

Disclaimer: The views expressed in this publication are solely those of the author and do not necessarily reflect the
views of the Emirates Diplomatic Academy, an autonomous federal entity, or the UAE Government.
Copyright: Emirates Diplomatic Academy 2017. Cover photo: Chris Richmond via Flick.

EDA 
WORKING
PAPER

Tom S. H. Moerenhout



EDA WORKING PAPER  |  GCC STATES AND ENERGY PRICING REFORM

The Emirates Diplomatic Academy (EDA) is an autonomous federal entity of the United Arab 
Emirates (UAE) delivering high-impact diplomatic training, and disseminating research and 
thought leadership that furthers the understanding of diplomacy and international relations.

The EDA Working Papers are reviewed by at least two experts in the field to ensure high
quality of the publication series. The views expressed in EDA Working Papers are solely those
of their authors and do not necessarily reflect the views of the EDA or the UAE Government.

© Copyright 2017 Emirates Diplomatic Academy. All rights reserved.

This publication may be reproduced in whole or in part for educational or non-profit purposes
without alteration and prior written permission, provided acknowledgment of the source is
made. No other use is permitted without the express prior written permission of the EDA.

Emirates Diplomatic Academy
Hamdan Bin Mohammed Street
Al Hosn Palace District
P.O. Box 35567
Abu Dhabi, United Arab Emirates
http://eda.ac.ae/
research@eda.ac.ae



EDA WORKING PAPER  |  GCC STATES AND ENERGY PRICING REFORM

Abstract 

This EDA Working Paper analyses the existing international frameworks of cooperation on 
energy pricing reform, from the Gulf Cooperation Council (GCC) countries’ perspective. After 
first addressing the current state of energy pricing reform in various GCC countries, this paper 
takes note of three dominant modes of international cooperation on energy pricing reforms:  
(1) conditionality; (2) norm-creation in an international policy setting; and (3) technical 
assistance to domestic reforms. The paper highlights the relevance of conditionality to non-
GCC Middle East and North Africa (MENA) countries but subsequently investigates the latter 
two, which are of more relevance in a GCC context. 

On the side of international policy development, the paper takes stock of the work of the Group 
of Twenty, Friends of Fossil Fuel Subsidy Reform and World Trade Organization. It argues 
that GCC countries are willing to discuss energy pricing reforms in international fora but are 
reluctant to support norm creation efforts in the area of fossil fuel subsidy reform. These 
discussions often seem unable or unwilling to understand the importance of low energy prices 
in the domestic contexts of GCC and other countries. 

The paper finally addresses the possibility of GCC countries engaging international institutions 
to provide technical assistance for domestic reforms. It makes reference to key international 
institutions providing such support (the World Bank, Energy Sector Management Assistance 
Program, International Monetary Fund and Global Subsidies Initiative). It finds that in spite 
of successful cooperation in other MENA countries, GCC countries do not actively pursue the 
expertise of international institutions. The paper further makes policy recommendations for 
the GCC countries with regard to these two areas.

The author would like to thank Michele Lewis and Sarah Herbreteau (Sciences Po) for their 
interest and background research.
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1 Introduction 

In recent years, and directly related to the steep drop in international oil prices, Gulf Coopera-
tion Council (GCC) countries have taken active steps toward implementing energy price 
reforms. In addition to current initiatives, countries in the GCC have also demonstrated an 
interest in potentially broadening and deepening energy price increases. In doing so, they join 
other countries – within and outside of the Middle East and North Africa (MENA) region – that 
have already started reforming energy subsidies. While some of these countries were net fuel 
importers that accumulated fiscal deficits in the high oil price period (i.e. until the summer of 
2014), others were net fuel exporters that sought to tackle the distortions that low domestic 
energy prices had caused and continue to cause.

Most reform experiences demonstrate the intricacy of planning, implementing and sustaining 
domestic energy pricing reforms. This EDA Working Paper examines how international 
cooperative frameworks and institutions can support domestic reform processes. From 
one side, many countries in the MENA region and beyond have already implemented pricing 
reforms successfully. In doing so, they often counted on support from specialised non-
governmental organisations (NGOs) and international institutions. From another side, many 
countries have begun engaging in international discussions around norm-development in this 
area.

This paper will assess these two areas of international cooperation in the context of oil 
exporting states in the GCC (notwithstanding the various intra-GCC differences, which are 
discussed whenever necessary). Besides assessing international cooperative frameworks and 
institutions, the paper asks two policy-relevant questions:
 1. How can GCC countries engage with relevant international fora and institutions to   
            advance their goals and ambitions around energy pricing reforms?
 2. How can international institutions and cooperative frameworks support GCC countries     
            in their own domestic reforms?

After a brief overview of energy pricing reform motives and trends in the MENA region (section 
2), this paper will first discuss the role for international cooperation in supporting domestic 
energy pricing reform (section 3). It will set out the modes through which international 
cooperation can support domestic energy price reforms and highlight the two key debates 
for GCC countries: international norm creation and implementation support through ‘lesson-
drawing’. Section 4 will first address the former debate. It will investigate the portfolios of and 
trends in the World Trade Organization (WTO), UN Framework Convention on Climate Change 
(UNFCCC), Group of Twenty (G-20), International Monetary Fund (IMF) and Friends of Fossil 
Fuel Subsidy reform. In particular, it will discuss GCC engagement with these fora in the area 
of energy pricing reform. 

Section 5 will then address the practical support (or ‘technical assistance’) for domestic 
energy pricing reforms. This part will emphasise the relevant experience of the World Bank, its 
Energy Sector Management Assistance Program (ESMAP), the IMF, the International Institute 
for Sustainable Development’s Global Subsidies Initiative (GSI) and international consultants in 
supporting pricing reforms in countries outside of the GCC. A final conclusion (Section 6) will 
draw lessons from both debates for GCC countries.
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2 Energy Pricing Reform Trends in the MENA Region

Charging low energy prices and associated price regulation can have several negative impacts. 
Many economic development plans in MENA and GCC countries explicitly aim at tackling 
those negative impacts that have manifested more strongly in recent years. Depending on the 
country in question, different factors are more important in the rationale for pricing reform. 
Broadly, there are impacts related to the economic cost of charging low energy prices, impacts 
related to consumption patterns, and impacts related to corruption and fuel smuggling that 
can follow from differential pricing in different (often neighbouring) countries. These impacts 
are found on five levels: government, the economy, the energy and water sectors, the final 
consumers, and the environment. These impacts, of course, do not manifest themselves in 
isolation of each other or in isolation of international markets. (See Table 1.)

Table 1 Negative Impacts from Charging Low Prices for Fuels and Power

Impact dimension Specific impacts

Government
Fiscal cost
Possible corruption (e.g. associated with contracts or black markets)

Misallocation of resources
Perverse incentives to resource-inefficient sectors
Rise of resource intensity of GDP (demotivate energy efficiency)
Resource overexploitation

Energy sectors

Harm to competitiveness of alternatives (e.g. renewable energy)
Cost-recovery problems (utilities and national oil companies)
Threats to infrastructure, quality and supply 
Smuggling and fuel adulteration 

Excess consumption
Negative effects on trade balance
Inequitable distribution of benefits

Environment Carbon dioxide emissions

 Source: Author

Whereas countering such negative impacts is the goal of most reformers around the world, 
the main reason that has triggered the implementation of pricing reforms has often been 
fiscal hardship. This has been no different from Rabat to Muscat. Inevitably, fiscal hardship 
is linked to international oil prices. As such, the ‘trend’ of pricing reforms started in net fuel 
importing countries in North Africa (and in Iran, due to its economic crisis and international 
sanctions). Before the steep drop in oil prices that commenced in the summer of 2014, 
international oil prices hit record high levels for a sustained period of time. This increased 
fiscal pressure on net importing countries as the price gap between their low domestic prices 
and international prices increased. On the other end, fuel-exporting countries in the Arabian 
Peninsula saw their revenues decline drastically as international prices began to plummet in 
2014. The resulting fiscal challenges incentivised energy pricing reforms across the GCC. (See 
Figure 1.)
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Figure 1 OPEC Basket Price and Fiscal Pressure

Source: Author, OPEC 2017.

2.1 Reforms in MENA Importing Countries

Figure 1 shows that before the GCC implemented energy price reforms, net-importers across 
the world experienced higher fiscal pressure. This generated a number of considerable 
reform experiences in the MENA region from 2010 onwards. This timing is not irrelevant as it 
coincided with social and political uprisings in the region. Whereas at first, many governments 
resorted to conventional measures such as an increase in subsidies and public employment 
benefits to appease popular opposition, most countries soon after started developing struc-
tural reform plans to transition to a new economic and fiscal paradigm. At the centre of those 
plans was the acknowledgement that energy subsidies needed to be reformed. Not only were 
they disproportionally benefiting the rich, these subsidies also led to excessive domestic 
demand which in a time of >100 US$/barrel was simply fiscally unsupportable.

In response to fiscal hardship, Morocco, Tunisia and Jordan implemented large pricing 
reforms between 2012 and 2014. Egypt reformed prices in 2014 and again in August 2016. 
The second round of reforms in Egypt and the reforms in Jordan were a condition for receiving 
IMF assistance (Kojima 2016; Moerenhout et al. 2017). Most of these reforms were both broad 
and deep, affecting most fuels and electricity. Whereas Morocco has been considered the 
main leader in gradual subsidy reform, Tunisia has slowed down reforms since the drop in 
international oil prices. Jordan continues to experience fiscal stress over electricity subsidies, 
while Egypt is struggling overall to reboot its economy (ibid.).

2.2 Reforms in GCC Exporting Countries

The drop in international oil prices in 2014 was good news for importing countries but caused 
a stark reduction in revenues for GCC exporters. The resulting fiscal hardship was a direct 
reason to implement pricing reforms. The fiscal impact was unequal in different countries. 
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Saudi Arabia, Bahrain and Oman had a lower gross domestic product (GDP) per capita and 
a starker fiscal deficit than the United Arab Emirates (UAE), Kuwait and Qatar (Fattouh et 
al 2016; see Figure 2). In these cases, reforming prices is not only needed to have fiscal 
consolidation in times of low oil prices, but also to support their goal of structurally adjusting 
their economic development model. This is apparent in their respective development plans 
(Saudi Arabia Vision 2030, Bahrain Vision 2030 and Oman Vision 2020), which give much 
more importance to the private sector than the development plans of Kuwait and Qatar 
(Hvidt 2013). Even though the UAE has experienced less pressure, UAE’s Vision 2021 and Abu 
Dhabi’s Economic Vision 2030 both emphasise private sector participation and the building 
of a competitive knowledge-based economy. This is not surprising given the UAE’s historical 
tendency to charge higher energy prices than its neighbours, thereby effectively pushing the 
need for economic innovation (Moerenhout 2015).

It must be noted that many of the ‘development visions’ of GCC countries were developed 
before the oil price drop in 2014. For example UAE’s Vision 2021 was published in 2010 and 
Abu Dhabi’s Economic Vision 2030 in 2008. Given the extent of the post-2014 fiscal hardship, it 
is conceivable that medium-term strategies are changing due to new realities on international 
oil markets. One notable example is Kuwait’s development vision ‘New Kuwait’, published in 
2017. This plan explicitly accentuates the need for education reform to build a productive, 
national workforce, as well as the goal to diversify the economy to rely less on fossil fuel 
exports.

Figure 2 GCC Countries’ Current Account Balance (% of GDP) in 2000–2016

Source: World Bank 2017.
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There are large differences between GCC countries when it comes to implementing energy 
pricing reforms:

• Of the countries that needed it most urgently fiscally, Saudi Arabia increased prices for 
 nearly all fuels and electricity and for most consumers in December 2015 (APICORP   
 2016). Oman and Bahrain implemented important reforms early in 2016, even though   
 they had previously implemented reforms for commercial and industrial users    
 (KAPSARC 2016; APICORP 2016). All three countries foresee a continuation of energy price  
 increases in the years ahead.

• The UAE is a special case, as it has habitually charged higher energy prices than its   
 neighbours. As a result, the real impacts of energy price increases after 2014 were less   
 severe. As the UAE liberalised transport fuel prices, the real test will come in the coming   
 years if international oil prices pick up again.

• For the time being, price adjustments are less needed in Qatar and Kuwait than in Saudi      
 Arabia, Oman and Bahrain. Nonetheless, Qatar increased prices and even liberalised 
 transport fuel prices in 2016 (Khatri 2017; The Peninsula 2017). Like the UAE, the real test  
 of whetherthese changes are sustainable will come in the years ahead. Kuwait has seen   
 the strongest opposition to pricing reforms. Whereas some measures were implemented,   
 opposition remains and the government is investigating the use of compensation measures  
 to be able to keep and pass future reforms.

Whereas there are large differences between GCC countries, their governments have a 
common goal to maintain current and advance on new pricing reforms in the years ahead. 
This prompts the question as to how to increase the legitimacy of domestic pricing reforms 
and enhance the ability to implement them. 
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3 Role for International Cooperation in Supporting Energy Pricing Reforms

Different modes of international cooperation can support energy pricing reform in different 
ways. On the one hand, international cooperation can be very practical, in that it assists 
domestic pricing reforms through ‘lesson-drawing’ (often called technical assistance). On the 
other hand, international cooperation can be more normative, by espousing several reasons 
for energy pricing reforms internationally, with the ultimate goal of legitimising energy pricing 
reforms domestically. A third possibility, but of less relevance is to encourage reforms through 
conditionality. It is possible to conceive of these three dominant modes of international 
cooperation, each of which has a different degree of relevance for GCC countries:

1.  Requiring action via ‘conditionality’ is mostly associated with loans from international  
   financial institutions (often needed to cover fiscal deficits due to energy subsidies).  
   Conditionality is a form of (quasi-) coercion that relies on an unequal relationship of  
   power to push one actor to take a particular set of actions. Since the receiving actor aims
   for success, he will cooperate with the actor imposing conditions (Erdmann et al. 2013).

2.  Initiating a process of ‘emulation and mimicry’, which is defined by Börzel and Risse 2012)  
   as a process in which ‘actors imitate others for normative reasons – for instance to i   
     increase their legitimacy’. This process includes interaction in international and regional   
     fora where one country wants to learn from a model of another country (emulation) or  
   it can also include non-cooperative mimicry, where one actor adopts another country’s   
   approach without consulting the country.

3.  Advancing a process of ‘lesson-drawing’, which is defined by Börzel and Risse (2012)   
     as a process in which ‘actors look to others for policies and rules that effectively solved   
     similar problems elsewhere and are transferable into their domestic context’. This includes  
   international cooperation in which there is an exchange of institutional knowledge and and  
   technical capacity, often via expert consultancies.

3.1 The Relevance of Conditionality to GCC Countries

Donor conditionality has been one of the main drivers of energy pricing reforms in many 
countries, most recently in countries like Jordan (2012), Tunisia (2012 and 2016) and Egypt 
(2016) (Moerenhout et al. 2017). It is however of less relevance within the GCC states, which 
have more financial resources than many indebted fuel importing countries. As such, the 
GCC countries have never had to rely on (emergency) loans or assistance programmes from 
international financial institutions (IFIs). 

That said, conditionality in other MENA countries is a reality and, given that it affects the 
regional political context, it is of unquestionable relevance to the GCC countries. In particular, 
there is a pervasive threat that poorly constructed pricing reform conditions are implemented 
without sufficient consideration to the local, socio-political contexts. Even though many IFIs 
have learned from the failures of heterodox adjustment programmes of the 1980s and 1990s, 
energy pricing reform in the MENA region remains a plausible cause for political instability.

This does not mean energy pricing reforms should not be implemented – there is often no 
other choice with respect to the need for fiscal consolidation – but rather that they should be 
implemented wisely, with a central role for the implementing government. A wise international 
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support framework implies enhanced cooperation with regional leaders like the UAE and 
Saudi Arabia, which have regional political stability as a key foreign policy priority. From their 
side, the GCC countries share certain state characteristics with other MENA countries (such 
as the importance of in-kind benefits and public employment) that can help in a more rational 
design of energy pricing reforms.

The conception that oil-exporting states in the GCC are averse to pricing reforms is more a 
testimony of stereotypes than an account of current realities. In the case of Egypt, for example, 
Saudi Arabia and the UAE have proven to be willing to leverage international aid as a means to 
encourage pricing reforms (Young 2016). From the side of IFIs, there is a remarkable portfolio 
of experience in designing essential components of reform plans (IMF 2015; IMF 2017; Kojima 
2016; ESMAP 2016). Yet, coordination between (often Western) donors and the GCC countries 
remains limited, which reduces the potential synergies from various projects and portfolios in 
MENA reforming countries (Sons and Wiese 2015).

3.2 Emulation and Mimicry in a GCC Context

Emulation and mimicry are processes in which countries influence each other’s policies in a 
bilateral or multilateral context. When it comes to international processes, the GCC countries 
are in favour of treating domestic energy pricing reforms as a domestic choice. While access-
ing technical assistance (see below) is a domestic choice, international attempts at some form 
of norm-creation can more easily constitute, or be perceived as, an encroaching on national 
sovereignty. 

This distinction is important. It has been well documented that GCC countries seek to actively 
engage in practical debates on how to govern globalisation, but are more sceptical about 
normative, political conceptions of global governance per se (Ulrichsen 2011). The latter are 
often considered as too Western-centric, and even including neo-colonial connotations (Koops 
et al. 2013). In the context of global norm development around energy subsidy reform, the GCC 
has often attempted to explain – and at times defend – the intricacies of energy pricing reform 
in the domestic context of countries whose political systems are reliant on the distribution 
of in-kind benefits and public employment. Section 4 of this paper will discuss the relevant 
international institutions and processes in more depth.

Whereas the GCC countries have been prudent with international norm setting, they do engage 
in emulation and mimicry on a regional level. This process is often automatic. For example, 
GCC countries that need pricing reforms because of fiscal stress seem to mimic each other in 
timing and approach. This includes Oman and Bahrain, which first raised prices for industrial 
consumers in January and March 2015. More elaborate reforms followed in 2016 after Saudi 
Arabia implemented broad and deep reforms in December 2015 (Fattouh et al. 2016). While it 
is difficult to attribute any causal relationship, it is conceivable that governments from Bahrain 
and Oman felt more legitimacy to push through domestic reforms by reference to those of 
larger GCC neighbours. Similarly, governments from Qatar and Kuwait – two countries that 
need pricing reform less – have also implemented pricing reforms in 2016, – the primary 
reason being fiscal challenges due to low oil prices; but their attempt (Kuwait) and success 
(Qatar) were likely supported by regional trends.
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While a process of emulation and mimicry is often automatic, the GCC countries have been 
more active in regional fora. In the years following the Arab uprisings, Oman, Bahrain and the 
UAE particularly started using expert forums (such as the Abu Dhabi International Petroleum 
Exhibition and Conference) to place a spotlight on the distortions and threats associated 
with low energy prices. They mainly emphasised the impact low prices have on excessive 
domestic consumption and, consequentially, on the fiscal capacity of the state (Moerenhout 
2013). More recently, very public statements by Saudi leadership emphasised the extent of the 
drive to implement structural changes, among others with respect to energy prices (Waldman 
2016). Given GCC countries’ preference to keep energy pricing policy a domestic prerogative, 
it is unsurprising that regional-level discussions are fairly meagre. That does not take away, 
however, from the potential for sharing regional best practices in designing and implementing 
energy pricing reforms.

3.3 Lesson-drawing in a GCC Context

Like others, the GCC countries look at the example of other countries to see what design 
measures have worked to implement energy pricing reforms. Outside of domestic politics, 
there are two common challenges associated with implementing reforms:

• Impact on households and poverty: An increase in prices does not only have a direct impact  
 on consumers via higher fuel and electricity prices, but also indirectly via inflation, which   
 can undermine the support for the reform process (as happened in Iran and Egypt, among  
 other countries). As such, energy pricing reforms can increase poverty. Whereas subsidies   
 are regressive and disproportionally benefit the rich, they are more important to poor   
 households in relative terms (IMF 2013).

• Impact on economic competitiveness: Increasing prices can have a negative impact on   
 output, competitiveness, profitability and employment (Commander 2012; Ogarenko and   
 Hubacek 2013). This is particularly the case for energy-intensive industries and small and  
 medium-sized enterprises (SME). While the latter are generally less energy intensive,  
 they are more vulnerable and often important for local employment. Anecdotal experience  
 about SME reaction to energy pricing reform suggests that price increases have resulted in  
 either bankruptcy or the downscaling of employment (USAKTI 2013).

The GCC predominantly relies on consultants to provide expertise and technical assistance to 
address these challenges. This is not abnormal, given that consultants are actively engaged 
in strategising economic policy in the medium-term. As mentioned, particularly Saudi Arabia, 
Oman and Bahrain seek to evolve toward a more productive economy, with a larger role for the 
private sector. Consultancy takes on many forms. In 2016, Saudi Arabia saw a large increase 
in employment hires in the management consultancy sector linked to such economic reforms 
(Bloomberg 2016). At the same time, the Kingdom also relies on, for example, the independent 
research institute KAPSARC, which has gathered experts in the field of energy pricing reforms 
from all over the world to discuss various measures to address aforementioned challenges.
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Like in other countries, the content of technical assistance in GCC countries addresses four 
key components of energy subsidy reforms:

• Mitigation measures: As subsidies and public employment have been the predominant   
 means of distributing wealth, MENA countries lack targeted social safety nets. Mitigation   
 measures are therefore not only necessary to cover short-term shocks from pricing   
 reforms but also a first step in developing better targeted social protection mechanisms. The  
 development of means-tested social safety mechanisms depends on institutional experience  
 in setting up programmes and social data collection, both of which are less developed in   
 many MENA countries (Hertog 2017).

• Communication campaigns: Since the Arab uprisings, there has been an increased    
 sensitivity within some governments to the need to be more responsive to the needs  
 of citizens. As many citizens across the MENA region are not aware of the existence of  
 energy subsidies, communication campaigns are needed to explain to citizens why painful  
 reforms need to happen and what the medium-term benefits are. Many MENA countries  
 have started using communication campaigns recently (most notably Iran, Morocco, Tunisia,  
 Jordan and Egypt).

• Internal governmental coordination: From one side, energy prices are often linked to   
 existing patronage ties involving governmental actors. This can hamper the implementation  
 of pricing reforms. From another side, bureaucracies in the MENA region are often immature,  
 fragmented and lack horizontal coordination (i.e. coordination between different ministries  
 and agencies). This makes the planning of energy pricing reforms and other associated   
 measures (such as mitigation schemes) particularly difficult (Hertog 2017; Jawad 2015).

• Harnessing regional competitiveness: A fourth, yet under-utilised (and therefore potential),  
 area of cooperation would be the development of international economic relations to   
 harness regional competitiveness, particularly those of energy-intensive industries that still  
 play a dominant role in nearly all MENA countries. It has been suggested that coordinating  
 across countries could facilitate the attracting of foreign investment to innovate sectors that  
 are concerned with energy pricing reforms.

Besides the use of consultants, international institutions can help countries to address these 
challenges in a more prepared fashion, so as to reduce the inevitable negative side-effects 
of reforming energy prices. Section 5 of this paper will outline the work of some of the most 
important international institutions by making reference to their work programmes in other 
countries that are reforming energy prices.
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4 GCC Engagement in International Policy on Energy Pricing Reform

There are several multilateral coordination frameworks in which countries try to promote 
energy-pricing reform. The international frameworks and institutions that they choose to 
pursue this goal vary in membership, portfolio and ability to practically commit countries to 
consider planning pricing reforms. These international policy fora have in common that they 
do not provide practical, technical assistance to countries that wish to adjust tariffs (discussed 
in section 5 of this paper) but rather attempt to set out broad international policy guidelines in 
support of energy pricing reform. 

In other words, these international frameworks are often used to shape an international norm 
on energy pricing reform. As discussed in section 3.2, the process through which this would 
happen is one of emulation and mimicry in international and regional fora. The goal is to 
establish legitimacy for pricing reforms, and the method is often debating the various negative 
impacts of low energy prices. Before discussing GCC engagement with these international 
fora, section 4 will first explain how the G-20, the Friends of Fossil Fuel Subsidy Reform and 
the WTO address energy pricing reforms.

4.1 Fora for International Policy and Norm-formation

4.1.1 G-20

Compared to other international fora, the G-20 has the advantage of being primarily concerned 
with economic and financial issues. Given high oil price volatility in the last decade, energy-
pricing reforms have become an important step to macro-economic stability for many coun-
tries. Subsidies are fiscally burdensome and use financial resources that could otherwise be 
used to invest in the domestic economy. As mentioned, subsidy reforms can have negative 
impacts on both national economies and certain vulnerable groups or sectors.

At the Pittsburgh Summit in 2009, the members of the G-20 first committed to ‘phase out and 
rationalise over the medium term inefficient fossil fuel subsidies while providing targeted 
support for the poorest’ (G-20 2009). This commitment was reaffirmed in the 2013 Saint 
Petersburg Summit and complemented by a request to finance ministers to, in collaboration 
with international institutions, assess what measures could be taken to ensure that vulnerable 
groups maintain and increase their access to energy (G-20 2013). 

There has been little progress on implementing the G-20 commitment. A first step involved 
self-reporting energy subsidies. In 2011, 11 members reported that they did not have any 
inefficient fossil fuel subsidies. A 2012 external review of the implementation of the G-20 
commitment found that G-20 countries had different interpretations of what ‘inefficient fossil 
fuel subsidies that encourage wasteful consumption’ meant. The review found that many 
countries therefore did not report all subsidies, and that a large amount of countries even 
failed to submit anything at all (Koplow 2012).
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In response to these unsatisfactory results, the G-20 set up a peer review mechanism through 
which members were able to review each other’s energy subsidies and efforts at reforming 
them. China and the US were the first volunteers to complete the peer review process. 
Indonesia, Germany and Mexico have volunteered next. The way such peer reviews work is the 
following:

a)   Countries agree on the terms of reference;
b)   They produce a self review;
c)   A review team is nominated (in both cases, the Organisation for Economic Co-operation   
    and Development, OECD, has been involved);
d)   A Q&A session and in-person meetings follow the review; and
e)   A final report is produced.

These peer reviews encourage countries to think critically about the sequencing of reform 
and practical potential for reform. Reviews so far brought about more in-depth information 
than the G-20 progress reports have (Steenblik 2016). This information-building exercise is 
arguably linked to another initial result coming from the G-20 commitment: the legitimacy it 
gave to third organisations to research more and help build a knowledge base on the impacts 
of energy subsidies and possibilities for reforming them.

4.1.2 Friends of Fossil Fuel Subsidy Reform

Established in 2010, the ‘Friends of Fossil Fuel Subsidy Reform’ is an informal group of non- 
G-20 countries that seek to advance on energy subsidy reform internationally. It currently 
has nine members and is modelled after ‘Friends of the Fish’, a dedicated international 
organisation that successfully pushed the reform of fisheries subsidies on the international 
agenda. Its initial value proposition was to support countries in implementing the G-20 
and Asia-Pacific Economic Cooperation (APEC) commitments as fast as possible and with 
maximum ambition and transparency (FFFSR 2017). 

The key initiative of the Friends has been the 2015 Communiqué, which stresses the need for 
immediate action around three interrelated principles:

a)  ‘Communication and transparency about the merits of subsidy policies and reform   
      timetables, including through engagement and communication with the general public and  
    civil society stakeholders to ensure a smooth, inclusive, bottom-up approach to reform;
b)   Ambition in the scope and timeframe for implementing reforms; and
c)   Targeted support to ensure reforms are implemented in a manner that safeguards the   
    poorest’ (ibid.). 

Before setting out these three principles, the communiqué emphasises the evidence of 
the regressive nature of fossil fuel subsidies and the need to phase them out in order to 
reach climate change goals. It also has an annex of information for policymakers and 
business. As such the Friends group tries to distribute best practices in the field of fossil fuel 
subsidy reform that have been collected by the Global Subsidies Initiative (see below). The 
communiqué has been signed by 46 countries, including energy-exporting countries such 
as Canada, Mexico and Mozambique. Morocco is the only MENA country that has signed the 
communiqué. It has also been supported by over 40 organisations and businesses (ibid.).
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4.1.3 World Trade Organization

Former WTO Director-General, Pascal Lamy, has best described the activity within the WTO on 
fossil fuel subsidy reform:

[T]he ongoing political debate on reforming fossil fuel subsidies has largely bypassed the 
WTO. The surge in world energy prices in recent years has drawn high-level attention to 
fossil fuel subsidies, including by the G-20. The link between subsidies, consumption of 
energy and climate change has added a new dimension to the debate. Given that WTO 
members have decided to tackle the issue of environmentally harmful subsidies in the 
fisheries sector as part of the Doha Round, the absence of this topic from the WTO radar 
screen can be considered as a missed opportunity. (Lamy 2013.)

WTO inaction on the issue of fossil fuel subsidies persists today, even though nobody will 
question that the WTO has a mandate to deal with subsidies per se. From one side, cur-
rent WTO agreements include provisions on subsidies in the Agreement on Subsidies and 
Countervailing Measures (ASCM). It also holds discussions on current policies of WTO 
members through member committees (such as the SCM Committee on Subsidies and the 
Committee on Trade and Environment), and the WTO Secretariat leads Trade Policy Reviews. 
From another side, WTO members have the ability to interpret existing rules and negotiate 
new ones, among others in the context of sustainable development.

The application of this mandate in the case of fossil fuel subsidies is challenged from three 
fronts. First, there is no agreement on the operationalisation of the definition of ‘subsidy’ 
under WTO law. This poses a difficulty for countries reporting subsidies as well as potential 
actionable and prohibited fossil fuel subsidies in front of the WTO’s dispute settlement 
mechanism. To prove a subsidy exists, there needs to a (1) financial contribution (2) that 
confers a benefit. These two conditions both need to be satisfied to find the existence of 
a subsidy. However, both WTO law and WTO case law are still ambiguous on what these 
conditions means, not the least in the case of energy subsidies. Due to this ambiguity, WTO 
members notify subsidies somewhat arbitrarily. For example, in the 2008–2013 period, 
WTO members notified 64 fossil fuel subsidies in the WTO, whereas the independent OECD 
inventory mentioned 640 measures for the same period (Casier et al. 2013). 

It is also possible to challenge subsidies for being illegal under the WTO. That would require 
satisfying a third condition, which is that (3) the existing subsidy is ‘specific’. Even more than 
financial contribution and benefit, case law has not clarified what ‘specificity’ means.  It is 
therefore unlikely at this stage to prove energy subsidies are illegal. For example, energy 
consumer subsidies are often broad and it is difficult to imagine a panel or appellate body 
could find specificity (ibid.).

Second, it is difficult to prove trade impacts from fossil fuel subsidies. In response to the 
inadequacy of reporting under the ASCM, a number of practitioners and scholars have argued 
that the WTO Secretariat could advance transparency by including fossil fuel subsidy reporting 
in the Trade Policy Reviews of individual members. The main benchmark that stands in the 
way of such notification, and which is one of the difficulties in ASCM notification as well, is 
that fossil fuel subsidies need to have an impact on trade. ASCM Article 25 specifies that 
notifications should be ‘sufficiently specific to enable other Members to evaluate the trade 
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effects and to understand the operation of notified subsidy programmes’ (ASCM 1994). Simil-
arly, the articles on the Trade Policy Review Mechanism specify that it is intended to regularly 
have a collective ‘appreciation and evaluation of the full range of individual Members' trade 
policies and practices and their impact on the functioning of the multilateral trading system’ 
(Agreement Establishing the World Trade Organization Annex 3, Art. A.(i). To date, the analysis 
of trade impacts of fossil fuel subsidies remains meagre (Climate Strategies; SEI and GSI 
2017).

Third, there is a stalemate at the WTO over negotiating new rules or interpreting existing 
ones. This makes it unlikely that members will clarify what energy subsidies are actionable or 
prohibited (Casier et al. 2013). It also questions the ability of the WTO membership to advance 
on suggested issues such as the clarification of what committees have the mandate to discuss 
fossil fuel subsidies or support for an energy sector agreement or other WTO declarations 
involving fossil fuel subsidies (Verkuijl and Wooders 2017).

4.2 GCC Engagement

The GCC countries have become more active in international fora discussing fossil fuel subsidy 
reform in recent years. They generally recognise the drawbacks of existing pricing policies for 
both importing and exporting countries, as well as their impact on health and the environment. 
As such, they heavily support the sharing of best practices in approaching energy pricing 
reforms domestically. As mentioned above (section 3.2), they are more averse to international 
norm setting efforts that appear to sketch fossil fuel subsidies in a fairly one-sided way. In the 
aforementioned fora, GCC countries have tried to balance the debate on fossil fuel subsidies 
by making reference to their relevance as a cornerstone of political systems around the world, 
and their practical importance to alleviate (energy) poverty.

In the G-20, Saudi Arabia supported the commitment to end inefficient fossil fuel subsidies 
but, indicative of the controversial debate around defining inefficient fossil fuel subsidies, the 
Saudi government alongside ten other countries reported it did not have inefficient fossil fuel 
subsidies. In the eyes of Saudi Arabia and other exporting states, the benchmark to calculate 
subsidies should not be the opportunity cost in the international market but rather the cost 
of production (i.e. relying on long-run marginal cost of supply) (IEA, OPEC, OECD, World Bank 
2010). This debate was also waged in the WTO (Lang 2010). From an economic perspective, 
the production cost approach advocated by exporting countries makes a lot of sense (Luciani 
2014). The international estimates of ‘fossil fuel subsidies’ in exporting countries that was 
widely circulated were therefore only an assessment of opportunity costs.

It is conceivable that the ‘subsidy’ labelling by certain parts of the international community 
was experienced as an effort to advance on an international norm against fossil fuel subsidies. 
Besides the questionable economic logic behind the definition of ‘subsidy’, this push happened 
without much consideration for the domestic context of exporting countries. At that time, 
exporting countries experienced a period of high oil price revenues while they did not yet 
have the domestic capacity to redistribute wealth in ways other than via subsidies and public 
employment. The inability to support an international norm in this context seems logical.
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The main reason is not a philosophical aversion to ending fossil subsidies, but how it is dealt 
with practically. Even recently, Saudi Arabia did not support the addition of a deadline to the 
G-20 commitment. Even though it seeks to fundamentally alter its pricing policies, the Saudi 
government appears to not want any sible perception that this is due to external pressure. In 
a similar vein, it is difficult to support the communiqué drafted by the Friends of Fossil Fuel 
Subsidy Reform, which asks for reform timetables and a bottom-up approach including civil 
society stakeholders – both of which ignore domestic political realities in the GCC and other 
countries.

The quest for more practical reform support rather than international norm setting is apparent 
in the 2011 regional commitment of APEC members to end inefficient fossil fuel subsidies. 
That commitment included an explicit call to build up regional capacity for such reforms 
(APEC 2012), which demonstrated a better understanding of, or at least sensitivity to, domestic 
contexts. It has been suggested that G-20 peer reviews could be improved by focusing more 
on capacity building (Gerasimchuk 2013). In this case, Saudi involvement might become more 
likely, especially if there is participation of other G-20 exporters such as Russia, Mexico and 
Indonesia. Also, in a WTO context, it has been suggested to focus more on promoting capacity 
building (Verkuijl and Wooders 2017).

Exporting countries are not averse to discussing fossil fuel pricing reforms, even in fora 
that have traditionally been used to advance an international anti-fossil fuel subsidy norm. 
Countries that understand the GCC domestic context better, such as Indonesia, Jordan and 
Egypt, have for example participated in events organised by the Friends of Fossil Fuel Subsidy 
Reform. GCC countries themselves also intervene in the G-20 and discussions at the WTO 
to balance the international debate with domestic considerations such as the importance of 
subsidies to large parts of the population. It is only with such a balanced debate and with due 
prioritisation of how to approach reforms practically that GCC countries can participate, and 
even lead, in the debate on fuel subsidy reform.
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Box 1 Evidence of Openness – GCC Countries and Energy Subsidy Reform in a Climate 
Change Context

The development of Nationally Determined Contributions (NDCs) under the Paris 
Agreement on climate change is a key platform through which UNFCCC engagement 
could foster cooperation on pricing reforms. The GCC countries have been open to 
discuss energy pricing reform as a means to contribute to combatting climate change. 
The Paris Accord entered into force for Saudi Arabia and the UAE in 2016, and for 
Bahrain and Qatar in 2017. Kuwait and Oman remain just signatories for now.

Most of the GCC NDCs emphasise the concept of ‘economic diversification with 
mitigation co-benefits’. This sheds a clear light on the priorities of GCC countries, 
and hints at the type of climate change mitigation discourse these states are more 
comfortable with. As far as energy prices go, the UAE outlines tariff reform as a key 
measure to reach its goals on energy and water efficiency. It does however limit this 
goal to commercial and industrial consumers, falling short of targeting residential 
tariff reform by 2021 (UAE 2015). Besides the UAE, Kuwait’s intended NDC mentions 
the challenge of energy subsidies but does not state a specific ambition (Kuwait 2015) 
and Saudi Arabia mentions energy subsidy reform only as a long-term goal (Saudi 
Arabia 2015).

These (I)NDCs were developed before many GCC countries implemented pricing 
reforms. Given the new reality on the ground, GCC countries may want to update 
their (I)NDCs to include, among others, pricing reform ambitions. Those countries 
with ambitious short to medium term reform plans (particularly Bahrain, Oman and 
Saudi Arabia) could emphasise energy pricing reform and, as a result, seek access to 
technical expertise. In its NDC, Saudi Arabia clearly expresses the wish to cooperate 
in conducting socio-economic studies on impacts from mitigation measures (such 
as energy pricing reform). It also requests technical assistance and capacity building 
of individual and systemic skills to support NDC implementation (Saudi Arabia 
2015). These measures are relevant to the challenges of energy pricing reform, from 
developing social safety measures to setting up communication campaigns.

The NDCs, which all countries are required to periodically revise upwards, are suitable 
for connecting the GCC to international frameworks of cooperation exactly because 
they are a country’s own choice and thereby take into account the domestic context. 
The GCC countries could be particularly active in devising strategies to convert NDCs 
into reality, with, among others, a particular focus on how to access capacity building 
for domestic energy pricing reform.
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5 GCC Engagement in 'Lesson Learning' for Energy Pricing Reform

The GCC countries have proven to be more open to discuss practical reform support that is 
cognizant of each of the countries’ intricate domestic contexts. This involves a process of 
‘lesson learning’ or technical assistance, in which the potential relevance of best practices 
is analysed against the domestic context. As mentioned above (section 3.3), this process of 
‘lesson learning’ is now achieved via the use of consultants.

Yet, many non-GCC exporters as well as MENA countries have experience in cooperating with 
international institutions to access highly specific knowledge in areas relevant to energy 
pricing reform. The specific goal of lesson-drawing (often through technical assistance) is 
to implement communication campaigns, develop mitigation mechanisms (short term and 
medium-term social safety net development), help in enforcing existing regulations (for 
example revenue collection), and assist in setting up internal governmental coordination 
mechanisms. This section first describes the roles of the World Bank, GSI and IMF. It continues 
by describing a number of in-country experiences in cooperating with the World Bank and 
ESMAP – arguably the institutions with most expertise in the intricacy of energy pricing 
reforms. Section 5 finally concludes with what lessons could be drawn for GCC countries.

5.1 International Institutions Supporting Implementation

5.1.1 World Bank and ESMAP

The World Bank has learned from working on fossil fuel subsidy reforms for several decades 
and is an important player in addressing the practical issues of fuel subsidy reform. It is 
the largest provider of technical assistance on the issue in the MENA region. The specific 
programme through which the Bank mainly provided technical assistance for energy pricing 
reforms is the Energy Sector Management Assistance Program (ESMAP), which is a multi-
donor technical assistance fund administered by the World Bank. A US$20 million multi-year 
Technical Assistance Facility for energy subsidy reform was set up in 2013. The facility has 
a Panel of Experts and Peers who are available to help client countries in various aspects of 
subsidy reforms. 

ESMAP technical assistance for energy pricing reform has a wide coverage, from advice 
on revenue collection to policy options to mitigate negative impacts of reform, in particular 
to support the poor. ESMAP technical assistance has been used across the region, from 
Algeria to Egypt and Iraq. It specifically supported the strengthening of social safety nets in 
preparation of subsidy reform in Algeria, Djibouti, Jordan, Morocco, Tunisia and Yemen (ESMAP 
2016). This is very much in line with Saudi Arabia’s strategy of first implementing a cash 
transfer mechanism (e.g. Citizens’ Account) before further pricing reforms are introduced.
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From its inception in 2014 until the end of 2016, ESMAP provided US$9.8 million to 19 coun-
tries for comprehensive technical assistance on energy subsidy reform (ESMAP 2017a), 
including:

• Quantification of existing impacts and analysis of the poverty, social, fiscal, macroeconomic,  
 political, economic, and climate change aspects of subsidy reform;
• Assessment of the impact of reform on households, firms and the economy;
• Design of impact mitigation mechanisms and social safety net development;
• Analysis of stakeholders and of public perception, and support for the preparation of   
 communication strategies;
• Support for improving the targeting and delivery of subsidies, including via technology-  
 enhanced approaches (for example smart meters in Iraqi Kurdistan); and
• Informing the preparation of Development Policy Loans for energy pricing and sector   
 reforms (for example in Egypt and Jordan).

In the area of knowledge exchange, the facility established an online platform for government 
practitioners who are planning fuel-pricing reform. This platform, called Energy Subsidy 
Reform Community (ESROC), brings together government officials and several reform experts 
in a members-only, confidential environment. In three years, ESMAP has used ESROC to 
organise nine inter-governmental peer learning webinars and two regional events. It has a 
virtual membership of 234 members from 32 countries (ibid.). The World Bank generally also 
produces in-depth research on subsidy reform in various countries, including exporting states 
and countries in the MENA region (Inchauste and Victor 2017).

5.1.2 Global Subsidies Initiative

The Global Subsidies Initiative (GSI) of the International Institute for Sustainable Development 
(IISD) is a specialised international NGO dedicated to energy subsidy reform. GSI takes up 
a number of responsibilities. Besides capacity building, it tracks the process on the G-20 
and APEC commitments and advises such fora on how to move forward. It also provides 
assistance to the Friends of Fossil Fuel Subsidy Reform. In the area of capacity building, it 
provides an overview of best practices in the area of domestic subsidy reform and it is part of 
a consortium of organisations facilitating reform, which includes the World Bank, IEA and IMF.

Most importantly, it has delivered in-country assistance in, among others, India, Indonesia, 
Nigeria, Egypt and Iraq, including Iraqi Kurdistan. This work is either undertaken independently 
or in consortium with World Bank and ESMAP, and always involves a partnership with local 
consultants. The work performed by GSI experts has varied from specific technical assistance 
in the field of communication campaigns (including public opinion surveys, focus group 
research and in-depth interviews) to evaluations of social safety nets and other mitigation 
measures as well as feasibility assessments of introducing new measures. The GSI has also 
been responsible for feeding draft road maps based on international experience that can then 
be amended and used by the government in question.
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5.1.3 International Monetary Fund

Like the World Bank, the IMF supports energy-pricing reforms through policy advice and 
technical assistance. Perhaps more importantly, the IMF also provides financial assistance, 
often in loan agreements that are conditional upon the reform of energy prices.1 Before the 
oil price drop, pricing reform measures were already explicitly part of such programmes 
supported by IMF arrangements in Jordan (Stand-by Arrangement in 2012), Mauritania 
(Extended Credit Facility in 2010), Morocco (Precautionary and Liquidity Line in 2013), Tunisia 
(Stand-by Arrangement in 2013) and Yemen (Extended Credit facility in 2010) (Sdrazlevich 
et al 2014). Post-2014, the involvement of the IMF in energy subsidy reforms increased, as 
many countries were experiencing the fiscal impact of enduring macro-economic instability. 
For example, in 2016 Tunisia concluded an Extended Fund Facility agreement, which included 
further energy subsidy reforms. Also in 2016, Egypt implemented a second round of energy 
subsidy reforms as a pre-condition to receive a US$12 billion loan from the IMF (Moerenhout 
2017).

As mentioned before (section 3.1), this type of conditionality is not relevant for the GCC 
countries. The IMF did compile some of the best practices of in-country experiences and 
documented them for the considerations of reformers generally (IMF 2013). In the area 
of high-level information sharing, the IMF and GCC countries have cooperated before. The 
GCC governments requested the IMF to take stock of lessons learned from international 
experiences in energy price reform. From 22 country case studies, the IMF identified several 
essential elements of successful energy price reforms for the consideration of GCC countries 
(IMF 2015) and for countries in MENA region generally (IMF 2017).

5.2 Country Experiences with the World Bank and ESMAP

5.2.1 Egypt

Egypt first implemented a large energy pricing reform package in July 2014. One year earlier, 
the transitional government had asked for World Bank support, which was delivered via a 
rapid mobilisation of resources through ESMAP. In the course of merely a few months’, ESMAP 
provided so-called just-in-time-delivery of technical assistance on four fronts (ESMAP 2017b):

1) Estimated direct and indirect impact of different subsidy reform options, based on in-depth  
  modelling and simulations of various scenarios;
2) Draft communication strategy accompanying reform and relying on public opinion polls   
  and focus group discussions;
3) Political economy analysis showing key losers and winners from reform; and
4) Just-in-time technical notes on a number of other subsidy reform issues.

1 Generally, the IMF provides two types of financial assistance. On one hand, the SBA (Stand-By Arrangement) framework is intended to 
respond quickly to countries’ external financing needs in exchange for cooperation on support policies that are aimed at emerging from fiscal 
crisis to restore growth. On the other hand, the ECF (Extended Credit Facility) framework supports countries’ economic programmes aimed at 
moving toward a stable and sustainable macroeconomic position with durable poverty reduction and growth.
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This research and analysis in Phase 1 was accompanied by practical reform suggestions 
and an assessment of international experiences in subsidy reform. ESMAP was able to 
pool together such extensive technical assistance by employing World Bank specialists 
(especially in the area of scenario modelling) and by partnering up with international experts 
(predominantly the GSI) and domestic experts (for example in its work, GSI cooperated 
closely with Environics, an Egyptian environmental consultancy firm). Phase-1 Results were 
presented to the Cabinet of Ministers well before the July 2014 reforms. As the just-in-time 
support was a form of technical assistance, ultimate reform decisions were at the discretion 
of the Cabinet and the newly-elected President. 

ESMAP’s initial engagement was prolonged in a Phase 2 in 2015–2016, in which the World 
Bank predominantly advised the government on subsidy reform decisions and social safety 
net reform, including (ibid.):

• Study of gas pricing options;
• Diagnostic analysis of social protection mechanisms and their ability to mitigate reform  
   impacts in the medium-term;
• Support to the modernisation of databases for safety net targeting;
• Further support in communication strategy;
• Capacity building within Egyptian government to model price reforms, their impacts and   
 mitigation mechanisms; and
• Ex-post assessment of impacts from July 2014 reforms.

During the next phase of technical assistance (2018–2019), ESMAP will support building 
technical capacity for price indexation, better horizontal cooperation between energy and 
social ministries (as well as other inter-ministerial cooperation), and further support in 
strategic communication (ibid.).

Besides ESMAP’s technical assistance, the World Bank and other international donors 
(including the African Development Bank) were involved in larger specialised projects such 
as the enhancing of social safety nets. The key difference with ESMAP’s technical assistance 
is that in this case donors provided financial assistance. For example, in 2015 a US$400 
million loan was designed to support the set-up of two new cash transfer programmes, 
the development of a Unified National Registry and the instigation of more transparent and 
efficient targeting and delivery systems. This project involved strong cooperation between 
World Bank and the Egyptian government to build capacity in social data collection, targeting 
(including proxy mean testing), social protection design and delivery, auditing structures, 
administrative infrastructure and training of government employees (World Bank 2015).
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5.2.2 Iraqi Kurdistan

ESMAP has also provided technical assistance for electricity subsidies and tariff reform in the 
Kurdistan Region of Iraq (KRI). In the KRI, it did not only investigate electricity tariff reform, 
but also wider problems related to electricity theft, bill collection and excessive demand. 
ESMAP assessed both the subsidies and cost of service, and the economic and social impacts 
of reducing subsidies. This work resulted in analyses that fed into the autonomous decision 
making of Kurdistan Regional Government (KRG) (ESMAP 2016). Among others, it included 
bringing in private sector know-how on electricity smart meters to discuss with government 
and the World Bank what is possible under what cost and timeframe. With respect to Smart 
Meters, the government also brought in experts that implemented such systems in other 
countries, effectively providing examples of best practices.

The ESMAP programme also cooperated with the GSI, CSSIIA (an Iraqi survey firm) and local 
consultants to conduct public opinion polls and focus groups in order to set up a political 
economy analysis and devise a draft communication strategy. This process was also used 
to – based on international experiences – suggest new forms of streamlining communication 
within the Ministry and the various directorates across KRI. The cooperation on energy sector 
issues resulted in frank and to-the-point discussions between World Bank, the private sector 
and KRG high-level officials on a roadmap to electricity sector reform. This cooperation was 
void of any power imbalances that are often associated with loans and emergency assistance.

5.2.3 Jordan

Jordan has used support from several international donors, including the World Bank and 
IMF. In 2012, the government reformed petroleum subsidies as part of the IMF Stand-By 
Arrangement. The government and IMF extended this arrangement in August 2016 under the 
Extended Fund Facility (IMF 2016). In the wake of the 2012 reforms, Jordan also requested 
assistance from the World Bank to develop a database of informal workers, the development 
and management of a National Unified Registry, and the piloting of an integrated outreach 
worker programme (i.e. to graduate people from social assistance) (World Bank 2013). World 
Bank records from 2014 to 2016 show that World Bank and the Government of Jordan learned 
a lot from the difficulties of setting up and staffing a National Unified Registry unit, among 
others relating to the legitimacy that is needed to streamline databases and develop a national 
unified registry (World Bank 2016). 

While successfully reforming petroleum subsidies (aided by a drop in international oil prices 
in 2014), electricity subsidies remain a fiscal threat in Jordan. The World Bank assisted Jordan 
through two Programmatic Energy and Water Sector Reforms Development Policy Loan (each 
US$250 million). The programmes were implemented through technical assistance provided 
by ESMAP and one of the ultimate goals is electricity cost of production recovery. The 2015 
programme aimed at improving the financial viability of water and energy sectors. The 2016 
programme further aimed at increasing efficiency gains in the energy and water sectors. The 
two loans had a particular focus on restructuring the National Electric Power Company. It also 
provided capacity-building and training support to increase liquefied natural gas capacity (in 
terms of market analysis, operations, contract management and utilisation strategy) and other 
power system planning (ESMAP 2015).
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While designing the objectives of management of these programmes, both partners made 
explicitly sure it supported and aligned with the objectives set forth in Jordan’s development 
plan (Jordan 2025). The design also explicitly recognised the domestic socio-political context 
in Jordan (ESMAP 2015; World Bank 2017).

5.2.4 Algeria

Algeria contracted the World Bank in the form of Reimbursable Advisory Services for technical 
assistance in a number of sectors, including social protection with the goal of more easily 
implementing energy subsidies. This experience is interesting as Algeria is a net fuel exporting 
country. It opted for these so-called Reimbursable Advisory Services (RAS) because they are 
specifically designed for this type of context. This instrument is often used to support middle 
to high income countries that are not borrowers from the World Bank but that want to access 
the Bank’s technical expertise at their own request. In recent years, especially European 
and Central Asian countries have increasingly used RAS. In the case of Algeria, World Bank 
complemented the reimbursable services with its own financing of technical assistance 
projects related to subsidy reform (World Bank 2017). This type of technical assistance 
included support to preparedness of social safety nets for subsidy reform (which the World 
Bank also provided in Djibouti, Jordan, Morocco, Tunisia and Yemen). It also included specific 
assessments and strategy work related to pricing reform in Algeria (ESMAP 2017a).

5.3 GCC Engagement with International Institutions Supporting 
Implementation

There are two questions worth investigating with regards to GCC engagement with inter-
national institutions supporting pricing reform implementation: (1) Why should GCC countries 
engage with international institutions in the first place and, (2) if governments decide to do so, 
how could they shape such a cooperation? 

With regard to the first question, one could ask why formal engagement would be necessary 
if GCC governments already cooperate with consultants who themselves have access to 
expertise from international institutions? While this may be a valid point in certain cases, 
consultants can never bring the depth of institutional expertise and network that international 
institutions can. Whether or not governments would benefit from engaging with institutions 
depends on their ambitions related to energy pricing reforms, which can be divided into three 
levels:

• Limited: The IMF, World Bank and other international institutions have publicly-available 
analyses of energy pricing and pricing reform scenarios in the GCC countries, including an 
overview of international experiences. This type of analyses are useful to identify broad issues 
that should be taken into account when planning energy pricing reform.

• Moderate: Consultants, who may have a better understanding of the local context given their 
interaction with GCC governments over time, can have access to certain areas of IMF and 
World Bank know-how, which puts them in a better position to advise on how to practically 
plan and implement reform.
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• High: Institutions like the World Bank and ESMAP now have notable experience in energy 
pricing reform in the MENA region and with exporting countries. This experience can be 
shared both in the form of technical assistance and via in-depth capacity building exercises 
such as the training of government officials. These organisations also bring with them a broad 
network of private and public expertise that is often necessary to implement new governance 
systems, including for example know-how on software and infrastructure needed for energy 
pricing reforms and accompanying policy needs.

More than consultants, who often specialise in resolving particular problems in the most 
efficient way possible, the World Bank and ESMAP hold collective expertise in the broad field 
of subsidy reform, including on related issues such as social safety nets, mitigation measures, 
communication campaigns and intra-governmental coordination. This is unsurprising given 
their large and diversified portfolios in many countries around the world. It should also be 
noted that these institutions have ample experience in cooperating with consultants, not the 
least of which with those that have a profound understanding of the local context. In most 
cases of technical assistance provision, the World Bank and ESMAP have shown considerable 
sensitivity to the local context, including related to the timing and pace of energy pricing 
reforms.

There are multiple ways in which the GCC countries could engage with the World Bank, 
ESMAP, GSI and other international institutions. Depending on the GCC country, the objective 
can go from receiving general advice to unlocking the specific expertise and network of these 
institutions. Under a first mode of cooperation, GCC countries could engage directly with the 
World Bank and ESMAP to provide technical assistance. In other words: they can hire these 
organisations for what is called ‘Reimbursable Advisory Services’ (which Algeria relied upon). 
This type of interaction can assure GCC governments to stay in full control of the process, 
including any output produced.

Under a second mode of cooperation, GCC governments could designate one key domestic 
institution or consultant to lead a process of ‘lesson-learning’ on the various facets of energy 
pricing reform. For example, in Nigeria the Facility for Oil Sector Transparency and Reform 
in Nigeria (FOSTER) plays a key role. FOSTER is managed by a development consultancy 
firm (Oxford Policy Management), which has a standing record of engaging with the Nigerian 
government as well as its donor the UK Department for International Development. FOSTER 
had a US$19 million multi-year fund to react flexibly to all kinds of issues that came up in 
the process of Nigerian reforms, not the least of which those related to the political economy 
of reform. Among others, it supported the establishment of a special unit within the central 
government to strengthen oversight of revenues from the sector and it outsourced (to GSI) an 
in-depth analysis of available mitigation measures for energy pricing reforms (OPM 2017).

The GCC governments could also help build the capacity of the Islamic Development Bank 
(IDB) in the area of energy pricing reforms. To date, IDB sponsors energy infrastructure 
projects in GCC countries but does not engage on pricing policy matters. The usefulness of 
cooperation from regional development banks has been proven in the context of APEC. For 
example, in Indonesia, the Asian Development Bank (ADB) and World Bank each supported the 
Indonesian Government with US$500 million, complemented by US$200 million in German
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development aid and US$150 million in French development aid (KfW 2015). The ADB has built 
up expertise in energy pricing reform by being actively engaged in such consortiums that often 
also outsource work to topical experts and consultants. At the same time, the ADB takes up 
an important role balancing out the expertise of other organisations with an understanding of 
what is possible under domestic contexts. This has logically included a particular sensitivity to 
the economic development plans and visions of individual countries. If the GCC governments 
increased the demand toward IDB to cover energy pricing issues by engaging with World 
Bank, ESMAP and others, they could build up IDB capacity in the area, as well as influence the 
thinking and modus operandi of the World Bank and ESMAP in the MENA region.
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6 Conclusion

Most GCC countries have reformed energy prices in the last two years and plan further price 
increases in the years ahead. While one key reason is fiscal consolidation in a time of low oil 
prices, most GCC countries envision a transition to a more productive economy and away from 
a state model that relies on in-kind benefits (e.g. low energy prices) and public employment. 
This includes countries that experienced severe fiscal hardship such as Saudi Arabia, 
Oman and Bahrain, but also others. For example, the UAE has committed to moving toward 
a knowledge based economy and even the new development vision of Kuwait expressly 
aims at diversifying the economy to reduce dependence on fossil fuel exports. Associated 
commitments to reforming energy prices at home are complemented by a courageous 
recognition that higher energy prices are a method to curb demand and therefore advance on 
environmental goals, especially in relation to curbing carbon emissions. 

One of the main reasons why GCC governments have been wary of international policy 
formation around energy pricing reform is due to a perception that the international fora 
promoting the issue lack a sensitivity to the GCC countries' intricate domestic contexts. The 
debate in several of these fora appears to push for a one-sided normative discourse against 
fossil fuel subsidies. While the GCC countries have become more active in debating energy 
pricing reform in such fora, they could be more proactive in requesting the debate to focus on 
practical reform strategies in the area of technical assistance and capacity building, rather 
than norm formation. Analysts have argued that this dimension is insufficiently developed in 
the G-20 and WTO.

The GCC countries can access technical know-how by engaging more with international 
institutions. Whereas many consultants have access to certain knowledge, international 
institutions have more comprehensive expertise on the various facets of energy pricing 
reform. Technical assistance providers such as the World Bank and ESMAP have proven to 
be more sensitive to domestic contexts than they are often given credit for. In recent years, 
they have built up experience working on energy pricing reform in multiple many countries, 
as well as with fuel exporters. In addition, they also work with a wide network of domestic and 
international experts (such as GSI). To maintain control over the process, governments can 
coordinate such technical assistance directly via reimbursable advisory services or they can 
appoint an intermediary organisation to cooperate with various international institutions. 

Finally, it must be noted that a huge potential for regional cooperation remains untapped. 
Various MENA and GCC countries have built up expertise on different facets of pricing reform 
from cash transfer mechanisms over communication campaigns to energy sector modelling. 
Right now, there is no regional forum or actor that records and shares the practical lessons 
from these experiences. The relevance of having such regional cooperation should not be 
underestimated. Particular reference was made to the work by the ADB, which balances 
knowledge on domestic contexts with the expertise of other international institutions such 
as the World Bank. The IDB could be a candidate to take up this role but is currently not yet 
engaged in supporting pricing reform policies. If the GCC countries were to generate a demand 
for developing such a supporting role, they could in time access international experience while 
balancing it with due consideration for domestic politics.
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