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Economic Efficiency of Proposed Fossil Fuel 
Subsidies

Analysis of Proposed Fossil Fuel Subsidies: 
Economic Efficiencies and Challenges 
The recent push for fossil fuel subsidies, exemplified by executive orders and proposed 
legislation like the Protecting American Energy Production Act, aims to boost domestic 
energy production and enhance national security. Proponents argue that these measures 
could lead to lower energy prices and increased energy independence. However, the 
economic efficiencies of such subsidies are subject to debate, especially when considering 
the declining costs of renewable energy alternatives and the potential long-term 

environmental impacts. [1] [2]

One of the key arguments for fossil fuel subsidies is the potential for job creation and 
economic growth in regions rich in oil and gas resources. The Trump administration's 
focus on opening more federal lands and offshore waters for drilling, particularly in 
Alaska's North Slope, is presented as a means to stimulate local economies and increase 
domestic energy production. This approach is supported by industry groups who 
emphasize the importance of affordable and reliable energy resources in U.S. energy 

policy. [1] [2] [3]

80%
Percentage of the National Petroleum Reserve-Alaska (NPR-A) opened to oil and gas 
leasing under the reinstated management plan [3]

However, the economic efficiencies of fossil fuel subsidies are not straightforward. While 
they may lead to short-term gains in production and potentially lower energy prices, they 
also come with significant challenges and potential long-term costs. The high costs 
associated with Arctic oil projects, including infrastructure development on permafrost 
and shipping equipment, may offset some of the economic benefits. Additionally, the 
unpredictable nature of federal policies regarding oil and gas production creates 

uncertainty for investors, potentially reducing the effectiveness of these subsidies. [3]
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[3]

Environmental concerns present another significant challenge to the economic efficiency 
of fossil fuel subsidies. Opposition from environmental groups and conservationists 
highlights the potential for irreparable harm to fragile ecosystems, particularly in sensitive 
areas like the Arctic National Wildlife Refuge. The long-term costs associated with 
environmental damage and climate change mitigation could potentially outweigh the short-
term economic benefits of increased fossil fuel production. This raises questions about the 
overall economic efficiency of such subsidies when considering both immediate gains and 

future costs. [3]
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