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The Cost of Just Transition

• Estimates vary: 

• USD 600 million for US fossil fuel production for supports for workers 
alone

• EUR 11.6 billion for Netherlands coal phase out, EUR 300,000-400,000 
per long-term job created

• FFS total at least USD 425 billion per year

• At a time of austerity in many regions, the budgetary space required for 
investments in worker supports, education, health and social 
programming can place pressure on public budgets and strain the 
political economy and public support for just transition if the financing is 
not in place to achieve the desired objectives.

The Implications of FFSR
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A series of case studies on interactions between FFSR 

and JT, both good and bad (Morocco, Mexico, Argentina, 

Indonesia, The Netherlands)

What we found:

• While not intentionally following JT principles, several 

‘good cases’ were implicitly focused on JT ideas

• FFSR is not only beneficial to JT, it is critical

• Engagement and communication is critical to 

success

• FFSR is important for consumption and production

• FFSR can be a key funder of transition

FFSR and the Just Transition
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Morocco – Phase out in tandem with clean energy 

• Major subsidy reforms for electricity since 2011.

• At one point the electricity subsidy was 154 percent of sale price

• In 2012 fuel subsidies amounted to 6.6 percent of GDP

• By 2015 subsidies to gasoline and industrial fuel eliminated, saving over 

USD $4 billion, couples with electricity reforms

• Created budgetary space for renewable energy, notably solar power
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Transport fuel reforms in Indonesia
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Netherlands coal transition supported by targeted FFS

• Seeing a decline in economic of coal production plan 

was put forward in 1965 to outline closure of several 

domestic mines.

• Less a case of FFSR, more about targeted use of FFS 

to support long-term transition.

• Government committed short-term support for 

coal production at mines to avoid unmanaged 

decline while transition occurred. Direct supports 

for coal prices and production were phased out 

while supports for transitioning the sector took 

up a greater portion of funds over time. 

• Long-term employment goals in mind as prices 

were supported in the short term.
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Together with OCI, IISD hosted a dialogue in May 2018 

to highlight the need for a Just Transition plan in 

Canada.

There is growing alignment around the need for an 

active government role in addressing fossil fuel 

production. We expect this to be a theme of increasing 

importance and profile in many countries

Engaging with Labour is critical to legitimacy.  Labour

supports just transition (including FFSR) but is wary of 

environmental organizations (spending FFSR savings 

on climate without concern for workers) as well as a risk 

for Just Transition funding to go to companies instead of 

workers.

Support for workers in FF Industries in Canada
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What happens when we fail to communicate with and 

engage workers as partners…US Situation

• November 2016

• Hillary Clinton promises a massive Just Transition plan for coal miners

• Donald Trump promises to keep coal mines open

• December 2016

• January 2017: GOP Senate Majority Leader Mitch McConnell admits publicly coal can’t

compete with Natural Gas

• January 2018
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IISD recommendations on JT & fossil fuel phase-outs

• Develop a plan that analyzes the potential impacts of fossil fuel industry decline 
and evaluates possible policies to address economic, environmental and social 
impacts. 

• Identify options for economic diversification, social safety nets and new 
employment that can support workers and their families in the transition. 

• Establish a dedicated fund to support a just transition and economic 
diversification. Use savings from fossil fuel subsidy reform, as well as 
environmental taxes and charges, to fund the transition. 

• Engage with all stakeholders, but a particular focus on workers. An open 
dialogue with labour groups, communities, industry associations and other interested 
parties will help to identify challenges and issues with reform, avoiding more serious 
consequences and helping to defuse opposition to phase out. 

» More in the IISD TD submission at 
https://unfccc.int/sites/default/files/resource/69_IISD%20Fossil%20f
uel%20phase%20out%20and%20just%20transition%2C%20stories
%20for%20success.pdf

https://unfccc.int/sites/default/files/resource/69_IISD Fossil fuel phase out and just transition, stories for success.pdf
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IISD’s work has focused 

strongly on coal transitions and 

coal subsidies as the plans for 

a global coal-phase out have 

accelerated (e.g. through the 

Powering Past Coal Alliance).  

However, oil and gas 

discussions are increasingly 

gaining prominence and will be 

critical to have to ensure 

emissions mitigation targets 

consistent with the Paris 

Agreement are achieved.

IISD’s work to date: Just Transition and Coal 

3 
IISD.org             Fossil Fuel Phase-Out and a Just Transition 

a managed fossil fuel phase-out through their long-term low greenhouse gas emissions 

development strategies (which the Paris Agreement invites them to submit by 2020).   

 

Addressing fossil fuel phase-out explicitly through NDCs and long-term strategies would 

enable discussion about the extent to which supply-side targets and policies are fair and 

ambitious. It could provide an important signal to markets, which could, in turn, reduce the 

risk of stranded fossil fuel assets and shift investment towards low-carbon technologies and 

infrastructure (Verkuijl et al. 2018). 

 

A Talanoa dialogue around fossil fuel phase-out and a just transition would also highlight 

where capacity building and other forms of support may be needed to support economic 

diversification and a just transition. This dialogue can start building on the lessons learned 

from the stories of the implemented coal phase-outs and other exit strategies for fossil fuels 

– we summarise some of them below.  

 

 

   

  
 

  


