Seminario de Macroeconomia - Can Energy Subsidies Help Slay
Inflation?

Seminar on analysis, discussion and academic disclosure of macroeconomics and central banking issues. It
covers the following sub-topics: economic activity and labor market, prices, inflation, foreign exchange market
and derivatives, monetary and financial sector, financial stability, external sector and international economy,
economic growth, public sector and central banking (bills and coins, payment systems and banking, corporate
and institutional operations). The seminar is aimed mainly at researchers, academia, economic authorities and
the specialized public.

Resumen

Many countries have used energy subsidies to cushion the effects of high energy prices on households and firms.
In this paper, we use a New Keynesian modeling framework to study the conditions under which these policies
can curb inflation. We first use a simple closed economy model to show that a consumer subsidy may be
counterproductive as an inflation-fighting tool when applied globally or in a segmented market, at least under
empirically-plausible conditions about wage-setting. We find more scope for energy subsidies to reduce core
inflation and stimulate demand if introduced by a small group of countries which collectively do not have much
influence on global energy prices. However, the conditions under which consumer energy subsidies reduce
inflation are still quite restrictive, and they may well be counterproductive if the resulting increase in external
debt is high enough to trigger sizeable exchange rate depreciation. Such effects are more likely in emerging
markets with shallow foreign exchange markets. By contrast, energy subsidies to firms, by lowering marginal
costs, have more traction in reducing core inflation even when they are implemented globally. If the primary
goal of using fiscal measures in response to spikes in energy prices is to shield vulnerable households, then
simple non-targeted transfers are more efficient as they achieve their goals at lower fiscal cost and transmit less
to core inflation.
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La Gerencia Técnica del Banco de la Republica pone a su disposiciédn un servicio de lista de correo para recibir
informacién sobre los Seminarios de Economia organizados por la institucién. Para tal efecto, remita un correo
a seminariossemanales@banrep.gov.co con nombre, apellido y afiliacién institucional, indicando la suscripcién.

El suscriptor, mediante el envié de sus datos personales, autoriza al Banco de la Republica para el tratamiento
(recoleccién, almacenamiento, uso, circulacién o supresién) de los mismos con la finalidad de atender
adecuadamente nuestras actividades de divulgacién de informacién de interés, a través de listas de correo, en
materia econdémica, juridica, cultural y de novedades reglamentarias, incluyendo la construccién de indicadores
y estadisticas para el seguimiento y control de esta actividad y de las funciones y servicios relacionados que
competen a la Entidad. En caso que en el futuro decida no autorizar continuar con el tratamiento de sus datos
personales para los fines antes descritos y, en consecuencia, solicitar la supresiéon de los mismos de la lista de
correos a la que se haya inscrito, le solicitamos enviar nuevamente un correo

a seminariossemanales@banrep.gov.co pidiendo que sus datos sean eliminados de la lista. Si por el contrario,
desea acceder, conocer, actualizar y rectificar dichos datos remita un correo con sus solicitud”.

Para otras consultas, inquietudes o presentar una queja o reclamo sobre el servicio, contdctenos por medio
del Sistema de Atencidn al Ciudadano

Conozca las politicas o lineamientos generales de tratamiento de datos personales del Banco de la Republica.
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