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Despite various commitments since 2009 to end government support for fossil fuels and make
“finance flows consistent with a pathway toward low greenhouse gas emissions and climate-
resilient development” (United Nations, 2015a, Article 2.1c), G20 governments continued

to provide significant support to fossil fuels in 2017-2019. Recent estimates of public money
commitments for fossil fuels in response to the COVID-19 crisis indicate that G20 countries
are moving in the wrong direction and are not likely to meet their phase-out commitments.

This report aims to track each of the G20 countries’ progress in phasing out government
support to fossil fuels. It does so by reviewing progress in ending direct budgetary
transfers and tax expenditures, price support, public finance, and investments by state-
owned enterprises (SOEs) for fossil fuels. It complements this review with an analysis of
public money commitments for fossil fuel production and consumption in response to the
COVID-19 crisis up to August 12, 2020.

Key Findings

* G20 governments provided $584 billion! annually (2017-2019 average) via direct
budgetary transfers and tax expenditure, price support, public finance, and SOE
investment for the production and consumption of fossil fuels at home and abroad.
Governments provided more support to oil and gas production than any other
stage of fossil fuel-related activity, at $277 billion (47% of the total support to
fossil fuels).

* G20 government support has seen a 9% drop relative to the annual 2014-2016
average, indicating some progress has been made, although around a third of this
decrease can be attributed to an average decrease in oil prices. The drop in support
does not represent a consistent decline across G20 countries over time. Seven of the
G20 countries increased their fossil fuel support: Australia, Canada, China, France,
India, Russia, and South Africa. Progress made between 2014 and 2019 was
insufficient: more needs to be done.

* G20 countries allocated some $170 billion in public money commitments to fossil
fuel-intensive sectors in response to the COVID-19 crisis between January 1 and
August 12, 2020. This is likely an underestimate due to the dynamic nature of
government responses to the COVID-19 crisis and a lack of transparency that doesn’t
allow for the quantification of many announced policies. Readers can refer to the most
up-to-date information at the Energy Policy Tracker (www.energypolicytracker.org).
The support for fossil fuels in response to the COVID-19 crisis indicates that
G20 governments are moving in the wrong direction and are likely to undo the
little progress made between 2014 and 2019.

¢ In tracking G20 countries’ progress toward phasing out government support for fossil
fuels, our scorecards identified leaders and laggards across seven indicators but found

1 All currency is in USD unless otherwise indicated.
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that no G20 country scores exceptionally well: Germany had the top score of
71/100. Every G20 country is at risk of not delivering on its fossil fuel subsidy phase-
out commitment.

Among the Organisation for Economic Co-operation and Development
(OECD) member countries of the G20, Germany scored highest while
Turkey, Mexico, and the United Kingdom scored lowest. The United Kingdom
lacks transparency about government support and continues to provide support for
consumers of fossil fuel by foregoing tax revenue and supplying direct budgetary
transfers. Mexico continues to provide significant support for oil and gas production
and fossil fuel-based power, especially through SOE investment. Turkey also lacks
transparency and continues to provide support for coal production and fossil fuel use,
predominantly by foregoing tax revenue and providing SOE investment.

Among the non-OECD member countries of the G20, Brazil scored the
highest while Saudi Arabia scored the lowest. Saudi Arabia continues its support
for oil and gas production and fossil fuel-based power, predominantly due to large
capital expenditure from its SOEs and support for fossil fuel use via low energy prices.

Recommendations

We recommend that G20 countries develop strategies to end government support for fossil

fuels that include these recommended next steps:

Now is the chance to redirect G20 government support away from fossil fuels to
other more sustainable areas like health, social support, and the clean energy
transition.

Any public money commitments for fossil fuels in response to the COVID-19
crisis should have green conditions attached. G20 governments plan to spend
trillions of dollars to counteract the impacts of the COVID-19 crisis, and how they do
this will shape the global economy for many years to come.

All G20 governments should focus phase-out efforts on reducing support for
oil and gas exploration, production, refining, and transportation. This stage of
fossil fuel activity received the largest share of G20 government support in 2017-2019.

As SOE investment accounts for the largest type of G20 government support
measure, and considering the key role that SOEs play in many countries’ energy
systems, governments need to encourage an SOE transition, triggering their
diversification away from fossil fuels.

All G20 public finance institutions must stop financing oil, gas, and

coal projects across the supply chain. They should also halt indirect support
through related infrastructure, advisory services, technical assistance, or financial
intermediaries.

All G20 governments, especially OECD members, should charge the full rate of tax
on producers and users of fossil fuels: $79 billion annually (2017-2019 average) of
revenue foregone through tax expenditure could be directed toward urgent COVID-19
recovery needs.

%



Doubling Back and Doubling Down: G20 scorecard on fossil fuel funding ‘ ‘ ‘

* All G20 governments should remove energy subsidies on fossil fuel use and
ensure poor and vulnerable consumers can still access and afford energy as
subsidies are reduced— where necessary, implementing targeted support for
those most in need. Targeting consumer support will be crucial for G20 governments
in the short- and medium-term as more households and businesses experience energy
access issues due to the COVID-109 crisis.

¢ Countries that have not yet done so should commit to conducting peer reviews
of all forms of government support to fossil fuels to increase transparency, encourage
reporting and quantification of government support, and further facilitate the sharing
of experience between G20 countries. Doing this is particularly important for
Australia, Japan, the Republic of Korea, Turkey, the United Kingdom, Russia, Brazil,
Saudi Arabia, and South Africa. Countries that have committed to but not concluded
peer reviews should prioritize them for fast-tracking. That includes Argentina, Canada,
France, and India.

* All G20 countries should publicly quantify and report upon all government
support measures for fossil fuels in a regular and comprehensive way in order
to better track progress in ending support for fossil fuels. This is complementary to
countries’ upcoming SDG reporting requirements.
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Table 1. G20 Scorecard - OECD members

Germany France
Overall ranking 1st 2nd

and score 71/100 55/100
1st 3rd

1. Transparency Good Mediocre
2. Pledges and 1st 1st

commitments Very strong Very strong

3. Scale of support
for coal exploration,

roduction 7th 3rd
P . Medium Very low
processing, and
transportation
4. Scale of support
for oil crfd gas 1st 1st
exploration,
. . Low Low
production, refining,
and transportation
5. Scale of support for 3rd 9th
fossil fuel power Low Medium
6. Scale of support for 1st 6th
fossil fuel use Low High
7. Progress in ending 2nd 11th
support for fossil fuels Poor Very poor

Japan

2nd
55/100

11th
Opaque

11th
Very weak

10th
Medium

6th
Low

8th
Medium

1st
Low

1st
Mediocre

Italy

4th
54/100

3rd
Mediocre

7th
Weak

1st
None
identified

1st
Low

1st
Very low

11th
Very high

7th
Very poor

Canada

Sth

53/100

3rd
Mediocre

4th
Mediocre

3rd
Very low

11th
High

7th
Medium

1st
Low

11th
Very poor

Australia

6th
52/100

7th
Poor

5th
Mediocre

5th
Low

1st
Low

1st
Very low

11th
Very high

6th
Poor

United
States

6th
52/100

2nd
Good

11th
Very weak

6th
Low

5th
Low

6th
Low

1st
Low

8th
Very poor

Rep. of
Korea

8th

49/100

11th
Opaque

9th
Weak

8th
Medium

8th
Medium

11th
High

1st
Low

4th
Poor

Mexico

11th
48/100

3rd
Mediocre

7th
Weak

1st
None
identified

10th
High

11th
High

11th
Very high

2nd
Poor

Turkey

11th
48/100

11th
Opaque

5th
Mediocre

11th
High

6th
Low

3rd
Low

11th
Very high

4th
Poor

4

United

Kingdom

11th
48/100

11th
Opaque

3rd
Strong

8th
Medium

9th
Medium

3rd
Low

7th
Very high

9th
Very poor
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Table 2. G20 Scorecard — Non-OECD members

Brazil Argentina China Russia India Indonesia  South Africa  Saudi Arabia
Overall ranking and score ist Eh SEh SEh S
- B B- C+ C+ C+
1 Transparenc 8th 1st 1st 5th 1st 4th 8th 8th
) P Y Opaque Good Good Poor Good Mediocre Opaque Opaque
2 Pled and commitment 2nd 2nd 1st 8th 2nd 8th 8th 8th
- riedges ° ents Mediocre Mediocre Strong Weak Mediocre Weak Weak Weak
1
3. Scale of support for coal exploration, Nos:e 5th 5th 3rd 7th 4th 8th 1st
production, processing, and transportation identified Medium Medium Very low Medium Low Very high None identified
4. Scale of support for oil and gas exploration, 4th 6th Sth 7th 3rd 1st 1st 8th
production, refining, and transportation Medium High Medium High Low Low Low Very high
5 Scale of s rt for fossil fuel power 1st 2nd 4th 7th 6th 3rd 4th 8th
' ot stipport Tor TosstiTiel po Low Medium Medium High High Medium Medium Very high
6. Scale of support for fossil fuel use 1st 1st 1st Sth 1st 7th Sth 8th
’ PP Low Low Low Medium Low High Medium Very high
7. Progress in ending s rt for fossil fuels 1st 2nd 6th ath 8th 6th ath 2nd
- Tro9 9 support forto Y Mediocre Mediocre Poor Poor Very poor Poor Poor Mediocre

Note: See Annex 1 for scorecard indicator details.
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The G20 countries? have pledged to stop providing public money to fossil fuels and fossil
fuel-intensive industries through various commitments. They have repeated their commitment
to remove inefficient fossil fuel subsidies every year since 2009 (G20, 2019), with G73 leaders
also suggesting a deadline of 2025 to meet this commitment (G7, 2016). Under the Paris
Agreement, all governments have committed to “making finance flows consistent with a
pathway toward low greenhouse gas emissions and climate-resilient development” (United
Nations, 2015a, Article 2.1c). The reform of subsidies for the consumption and production

of fossil fuels is also included under Sustainable Development Goal (SDG) 12 on responsible
consumption and production (target SDG 12.c and indicator 12.c.1) (United Nations, 2015b,
2017). Most recently, G20 governments committed to “support[ing] an environmentally
sustainable and inclusive recovery” in response to the COVID-19 crisis (G20, 2020a, p. 6).

Despite these pledges, G20 governments continue to provide significant amounts of support
for the production and consumption of fossil fuels. This support places a burden on public
budgets, using resources that could otherwise be put to more efficient and sustainable uses
within the economy, such as toward health, social support, and the clean energy transition.
Some forms of subsidy support can encourage wasteful consumption, support production that
would not otherwise have taken place, and be considered economically inefficient (Granado
et al., 2010). Consumer subsidies have been shown to increase inequality by mostly benefiting
richer consumers who can afford to pay more, rather than the poorest members of society
(Coady et al., 2015). Government support for fossil fuels also decreases the competitiveness
of competing sectors, hindering investment in low-carbon energy while also increasing the
risk of stranding carbon-intensive assets (Worrall et al., 2018). Public money for fossil fuel
production and sectors that heavily consume fossil fuels will continue to lock in carbon-
intensive activities, technologies, and infrastructures (Unruh, 2000). G20 governments plan
to spend trillions of dollars to counteract the impacts of the COVID-19 crisis, and how they
do this will shape the global economy for many years to come (Energy Policy Tracker, 2020).
A redirection of government support away from fossil fuels is needed if we are to build the
energy transition required to meet our 1.5°C targets (Intergovernmental Panel on Climate
Change, 2018).

This G20 scorecard report aims to track each of the G20 countries’ progress in ending
government support to fossil fuels. It has been prepared in order to increase transparency

and accountability, as well as to highlight areas where more progress is needed so that G20
countries can meet their phase-out commitments and help accelerate the energy transition
needed to meet our climate targets. It does so by reviewing progress in ending G20
government support to fossil fuel production and consumption between 2014 and 2019 and is
complemented with an analysis of public money commitments for fossil fuel-intensive sectors
in response to the COVID-19 crisis up to August 12, 2020.

2 The G20 countries are: Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy,
Japan, Mexico, Russia, Turkey, Saudi Arabia, South Africa, Republic of Korea, the United Kingdom, the United
States, and the European Union (EU). For this scorecard we do not include the EU.

3 The G7 countries are: Canada, France, Germany, Italy, Japan, the United Kingdom, and the United States.
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Governments support fossil fuel production and consumption in different ways, such as
through different types of public financial flows and foregone revenue, as well as through
varied policies that have an impact upon the sector but are difficult to quantify in financial
terms (e.g., environmental regulation exceptions).

In this report, we try to give a comprehensive picture of various government policies that
all support fossil fuels but are often studied separately. In this vein, we define and track
government support, as far as the available data allows us, as follows (see Table 1 for more
detail):

1. Direct budget transfers and tax expenditures.

2. Price support (induced transfers) through regulated below-market prices for
consumers.

3. Public finance (e.g., loans and guarantees) at both market and below-market value.

4. State-owned enterprise (SOE) investment (e.g., capital expenditure for projects via
equity or debt) at both market and below-market value.

5. Public money commitments in response to the COVID-19 crisis (any kind of support
measure, including the four previous types and broader government interventions, in
response to the COVID-19 crisis).

G20 national and subnational governments provide direct budget transfers, such as direct
spending on research and development for fossil fuel exploration. They also provide tax
expenditures, sometimes referred to as government revenue foregone, such as through
reduced rates or exemptions from value-added tax or tax breaks for diesel use in transport.
Consumer price support is provided when end-user prices paid by consumers are below

a reference price that reflects the full cost of supply; that is, a price that would prevail in

a competitive market (e.g., when electricity prices are regulated at below-market prices)
(International Energy Agency [IEA], 2020c¢). Price support, direct budget transfers, and tax
expenditure on fossil fuel use can lead to excessive and wasteful consumption and can be
considered economically inefficient.
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Government support policies covered by this report

Type Period Activities Source
Direct budget 2014-2019 Production and Organisation for Economic
transfers and tax consumption of Co-operation and
expenditure fossil fuels Development [OECD]
Inventory of Support
Measures for Fossil Fuels
(OECD, 2020b)
Price support 2014-2019 Consumption of IEA Subsidies Database
fossil fuels (IEA, 2020b)
Public finance 2014-2018 Production of fossil Shift the Subsidies
fuels, including Database (Oil Change
power International [OCI], 2020)
SOE investment 2014-2019 Production of fossil Capital expenditure data
fuels, including collected by Overseas
power Development Institute from
annual reports
Public money January 1- Sectors responsible Energy Policy Tracker: Track
commitments in August 12, for production public money for energy in
response to the 2020 and consumption recovery packages (Energy

COVID-19 crisis

Source: Authors’ description.

of fossil fuels
(resources, power,
mobility, buildings)

Policy Tracker, 2020)

G20 governments also support fossil fuel production? through the public finance

institutions (PFIs) they own and operate. We focus on PFIs that are owned by governments

outright or through a majority stake and which have a policy-oriented rather than purely

commercial mandate. These institutions include bilateral development banks, national

development banks, development finance institutions, and export credit agencies. Public

finance can take the form of grants, loans, equity, bonds insurance, guarantees, and

technical assistance, often at a below-market value (i.e., concessional rates). Even when not

concessional, the high credit ratings of publicly owned financial institutions, their signalling
of government priorities, and their often greater research and advisory capacity can reduce

%

the risk to parallel private investors and drive private investment in fossil fuel production that
would not otherwise occur (OECD, 2017; Tucker et al., 2020).

A number of G20 countries also support fossil fuel through one or more majority SOEs.>
The wide variety of ways in which SOEs function can have a range of impacts on government
budgets, with a number of SOEs depending on budgetary transfers to remain financially viable

4 QOur analysis has not identified any public finance investment for fossil fuel use (consumption).

5 QOur analysis has not identified any SOE investment for fossil fuel use (consumption). While there may be cases
in which SOEs support consumption (e.g., through providing coal or electricity at low prices for consumption by

employees), the effects of such practices are often difficult to identify and quantify, and therefore are not included
in our analysis.
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and in operation® (International Monetary Fund, 2013; Sdralevich et al., 2014). Majority
government ownership of SOEs can provide a degree of control and government involvement
in decision-making and financing, often on conditions more favourable than market terms.
While this will vary by country and institution, the impact of SOE activity on the resulting
energy sector can be significant.

In many emerging and developing economies, SOEs are often seen as vehicles for
development, providing essential services (e.g., electricity or energy access), jobs, and localized
or regionalized economic stimulus, and even form part of a country’s national identity, as

is the case for Pemex and CFE in Mexico. In some countries, SOEs dominate market share

in parts of the energy sector. For example, in India, 29% of electricity generation was state
government-owned, 25% was central government-owned, and the remaining 46% was
privately owned as of August 2019 (Central Electricity Authority, 2019). Any commitment to
removing government support to fossil fuels will need to consider the role that SOEs play in
the energy sector and the economy.

Finally, a number of G20 countries have made COVID-19 public money commitments

to fossil fuel-intensive sectors (resources, power, mobility and buildings) in response to

the COVID-19 crisis. This support ranges in form from the provision of grants and tax
exemptions to the relaxing of environmental standards. G20 governments plan to spend
trillions of dollars to counteract the impacts of the COVID-19 crisis, and how they do this will
shape the global economy for many years to come (Energy Policy Tracker, 2020; G20, 2020b).

Many elements of government support to fossil fuels fall under the definition of a subsidy

by the World Trade Organization (WTO). In its Agreement on Subsidies and Countervailing
Measures, the WTO defines a subsidy as (paraphrased): any financial contribution by a
government, or agent of a government, that confers a benefit on its recipients in comparison
to other market participants (WTO, 1994, Article 1.1). This definition has been accepted by
the 164 WTO member states, including all G20 countries (for more details on the WTO’s
definition of subsidy categories, see the Methodology Note that accompanies this report).
Price support, direct budget transfers, and tax expenditures for fossil fuels fall under the WTO
definition of a subsidy.

Public finance and SOE investment, however, have both non-subsidy and subsidy
components, which are difficult to quantify and disentangle. Non-subsidy elements of public
finance and SOE investment still signal that governments are willing to prioritize support for
the consumption and production of fossil fuels and associated sectors, which also propels
private investment. This goes against government pledges to make “finance flows consistent
with a pathway toward low greenhouse gas emissions and climate-resilient development”
(United Nations, 2015a, Article 2.1c¢).

In our G20 scorecards, we use the broader notion of “government support,” as described

at the start of this section, to track the public money that the G20 channels to fossil fuel
production and consumption. The scope of the reports is thus broader than just analyzing only
subsidy elements.

6 There are examples of many SOEs in the energy sector that are not financially sustainable and have required
regular bailouts from government to continue to provide a service (e.g., some Indian electricity distribution
companies and South Africa’s utility Eskom [Geddes et al., 2020]). We did not account for this form of
government support in our data.
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3.0 Stages of Fossil Fuel-Related Activity

G20 support to the fossil fuel sector can also be categorized in terms of where it is directed in
the following four stages of fossil fuel-related activities (see Figure 1):

1. Coal exploration, production (mining), processing, and transportation

2. Oil and gas exploration, production, refining, and transportation
3. Fossil fuel-based power
4

Fossil fuel use by industry, transport, households, and other consumers.

Figure 1. Stages of fossil fuel production and consumption (related to indicators 3-7)
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As is done in most scorecards, rankings, and ratings, this analysis works with heterogeneous
and often incomplete data. We design qualitative and quantitative sub-indicators for each type
of heterogeneous data so that we can bring together and compare “apples” and “oranges” in
our scorecards. To use a sports analogy, in the Olympics, representatives of different countries
compete in many distinct, highly specialized categories—one cannot directly compare a ski
jumper and a big tennis player. But at the closure of the Olympics, we know how many gold,
silver, and bronze medals each country earned and who won the Olympics.

In our scorecards, we track government support against seven indicators, which in turn consist
of several sub-indicators. The indicators have been selected and designed based on a large
body of existing work that tracks G7 and G20 government support for fossil fuels (Bast et al.,
2015; Doukas et al., 2017; Energy Policy Tracker, 2020; Gengsii et al., 2019; Gerasimchuk et
al., 2018; Tucker et al., 2020; Whitley et al., 2018).

4.1 Indicators

Indicator 1, transparency, examines the comprehensiveness of government reporting on
and quantification of government support for fossil fuels.

Indicator 2, pledges and commitments, captures high-level political commitments (beyond
existing G7 and G20 pledges) to phase out government support for fossil fuels and also
captures any official backtracking on these commitments.

Indicators 3-6 look at the scale of G20 government support for each of the four

stages of fossil fuel-related activity on average over 2017, 2018, and 2019: coal exploration,
production, processing, and transportation; oil and gas exploration, production, refining, and
transportation; fossil fuel-based power; and fossil fuel use by industry, transport, households,
and others (see also Figure 1).

Indicator 7, progress, looks at progress made by G20 governments to end support for fossil
fuels by capturing the change in government support between the 2014-2016 average and the
2017-2019 average, as well as the scale of countries’ COVID-19 recovery support for fossil
fuels in the first half of 2020.

For details on the methodology behind the indicators and scorecard, refer to the Methodology
Note that accompanies this report.

4.2 Total Score

Countries are separated according to their categorization as either OECD or non-OECD

and then are scored in relation to one another. With this classification, the 11 G20 OECD
member countries are grouped and scored against each other; the same goes for the remaining
eight G20 non-OECD member countries. In this way, countries whose economies are
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at a more comparable level of development are compared with each other. Importantly,
recommendations from the two scorecards will be more specific and relevant to countries.

A score for each indicator is given out of 100 (with 100 being a “high” or “perfect” score).
Descriptive scores are then allocated to numerical bands, as shown in Table 3. The “static”
indicators 1-6 are allocated a 10% weight, and indicator 7, “progress,” is allocated a 40%
weight. Indicator 7 receives the higher weighting because the main aim of these scorecards is
to assess progress in ending support for fossil fuels. The final score out of 100 is calculated
taking these weightings into consideration.

Each country is therefore awarded a final overall numerical score. To distinguish between
scorecards, the OECD countries are allocated an overall numerical score, and the non-OECD
countries are allocated an overall letter grade score. Finally, each indicator’s numerical score is
converted to a descriptive score, as shown in Table 4.

Score descriptions and their relationship to numerical scores

Score 3-6.Scale of 7. Progress in
Score (letter 1 2. Pledges and | support for ending support
(numerical) grade) Transparency | commitments fossil fuels for fossil fuels
100/100 A+ Transparent No perfect None Very good

score identified

90-99/100 | A Very good Very strong Very low Very good
80-89/100 A- Good Strong Low Good
70-79/100 B+ Good Strong Medium Mediocre
60-69/100 B Mediocre Mediocre Medium Mediocre
50-59/100 B- Mediocre Mediocre High Poor
40-49/100 C+ Poor Weak High Poor
30-39/100 | C Poor Weak Very high Very poor
20-29/100 C- Very poor Very weak Very high Very poor
10-19/100 D+ Very poor Very weak Very high Very poor
0-9/100 F Opaque None Very high Very poor

Detailed information on all indicators and sub-indicators, along with the definitions, sources,
and scoring process used in the scorecards, are provided in the accompanying Methodology
Note.
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5.0 Findings

We find that G20 governments continue to provide significant support to fossil fuels.? On
average, per year in 2017, 2018 and 2019, the G20 governments gave at least $584 billion in
support to fossil fuels at home and overseas. This total consisted of $25 billion in direct budget
transfers (4%), $79 billion in tax expenditure (14%), $172 billion in price support (29%), $51
billion in public finance (9%), and $257 billion in SOE investment (44%).8 In terms of stages
of fossil fuel activity, the breakdown was made up of $13 billion to coal production (2%), $277
billion to oil and gas production (47%), $126 billion to fossil fuel-based power (22%), and $168
billion to fossil fuel use by industry, transport, households, and others (29%).

Figure 2. G20 government support to fossil fuels per year by stage of fossil fuel-
related activity (upper figure) and type of mechanism (lower figure) (annual 2017-
2019 average, except public finance, annual 2017-2019 average, USD billion)
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7 While China provided the largest absolute amount of government support to fossil fuels (Figure 2) at $134
billion (23% of all G20 support, 2017, 2018, and 2019 average), when expressed on a USD per unit of GDP basis,
as is done in our scorecards, China is not the largest contributor of government support to fossil fuels.

8 All currency is in USD unless otherwise indicated.
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Source: IEA, 2020b; OCI, 2020; OECD, 2020b.

We also find that there are differences in how this government support is distributed between
G20 OECD member and non-OECD member countries of the G20 (see Figure 3). OECD
member countries of the G20 are providing large tax breaks for fossil fuel producers and
users, providing their largest share, 39%, via tax expenditures. Non-OECD member countries,
however, provide the largest share of their support, at 52%, via SOE investment. This reflects
the energy landscape seen in many non-OECD countries, in which SOEs can account for a
large market share of the energy sector. In terms of fossil fuel activity, non-OECD countries
provide the largest share of their support to oil and gas production (52%), whereas OECD
countries provide the largest portion of their support, 39%, to fossil fuel use.? This finding
challenges the typical narrative that support for fossil fuel consumption is more of a concern
for emerging markets and developing countries.

9 This may partly reflect countries’ endowments in natural resources.
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Figure 3. Distribution of government support by stage of activity and type of
mechanism between G20 OECD and non-OECD member countries (annual 2017~
2019 average, except public finance, annual 2017-2018 average, USD billion)"
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5.1 Scoring G20 Countries

G20 SCORECARD - OECD MEMBERS

United Rep. of United
Germany France Japan Italy Canada Australia States Korea Mexico Turkey Kingdom
Overall ranking 1st 2nd 2nd 4th Sth 6th 6th 8th 11th 11th 11th
and score 71/100 55/100 55/100 54/100 53/100 52/100 52/100 49/100 48/100 48/100 48/100
1 Transparenc 1st 3rd 11th 3rd 3rd 7th 2nd 11th 3rd 11th 11th
) P 4 Good Mediocre Opaque Mediocre Mediocre Poor Good Opaque Mediocre Opaque Opaque
. Pledges and 1st 1st 11th 7th 4th 5th 11th 9th 7th Sth 3rd
commitments Very strong Very strong Very weak Weak Mediocre Mediocre Very weak Weak Weak Mediocre Strong
. Scale of support
’;‘:;gzz,'di’;p'°'°t'°”' 7th 3rd 10th ot 3rd Sth 6th 8th .y 11th 8th
Sreeessing, Ge Medium Very low Medium identified Very low Low Low Medium identified High Medium
transportation
. Scale of support
’;‘)’(r f;'r:’;;:ngc’s 1st 1st 6th 1st 11th 1st Sth 8th 10th 6th 9th
P Y . Low Low Low Low High Low Low Medium High Low Medium
production, refining,
and transportation
. Scale of support for 3rd 9th 8th 1st 7th 1st 6th 11th 11th 3rd 3rd
fossil fuel power Low Medium Medium Very low Medium Very low Low High High Low Low
. Scale of support for 1st 6th 1st 11th 1st 11th 1st 1st 11th 11th 7th
fossil fuel use Low High Low Very high Low Very high Low Low Very high Very high Very high
. Progress in ending 2nd 11th 1st 7th 11th 6th 8th 4th 2nd 4th 9th
support for fossil fuels Poor Very poor Mediocre Very poor Very poor Poor Very poor Poor Poor Poor Very poor

11
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G20 SCORECARD - NON-OECD MEMBERS

Brazil Argentina China Russia India Indonesia  South Africa  Saudi Arabia
Overall ranking and score ist Eh Sl SEh .
- B B- C+ C+ C+
1 Transparenc 8th 1st 1st 5th 1st 4th 8th 8th
) s v Opaque Good Good Poor Good Mediocre Opaque Opaque
2 Pled and commitment 2nd 2nd 1st 8th 2nd 8th 8th 8th
- riedges ° ents Mediocre Mediocre Strong Weak Mediocre Weak Weak Weak
1
3. Scale of support for coal exploration, Nos:e 5th 5th 3rd 7th 4th 8th 1st
production, processing, and transportation identified Medium Medium Very low Medium Low Very high None identified
4. Scale of support for oil and gas exploration, 4th 6th Sth 7th 3rd 1st 1st 8th
production, refining, and transportation Medium High Medium High Low Low Low Very high
5 Scale of s rt for fossil fuel power 1st 2nd 4th 7th 6th 3rd 4th 8th
' ot stipport Tor TosstiTiel po Low Medium Medium High High Medium Medium Very high
6. Scale of support for fossil fuel use 1st 1st 1st Sth 1st 7th Sth 8th
’ PP Low Low Low Medium Low High Medium Very high
7. Progress in ending s rt for fossil fuels 1st 2nd 6th ath 8th 6th ath 2nd
- Tro9 9 support forto Y Mediocre Mediocre Poor Poor Very poor Poor Poor Mediocre

Note: See Annex 1 for scorecard indicator details and individual G20 country scorecards for country specific findings.

12
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We find that none of the G20 countries achieves close to the perfect score. The highest
aggregate score among the G20 OECD member countries, given to Germany, is still low at
71/100, with Germany continuing to provide support to coal production and fossil fuel use in
industry and transport, such as through tax relief to diesel fuel and tax exemptions for aviation
and shipping (OECD, 2020b). Mexico, Turkey, and the United Kingdom rank equally, last out
of the OECD G20 countries with a score of 48/100. The United Kingdom lacks transparency
and continues to provide support for consumers of fossil fuel by foregoing tax revenue and
supplying direct budgetary transfers. Mexico continues to provide significant support for oil
and gas production and fossil fuel-based power, especially through SOE investment. Turkey
also lacks transparency and continues to provide support for coal production and fossil fuel
use, predominantly by foregoing tax revenue and providing SOE investment.

Similarly, Brazil, the leader among the G20 non-OECD member countries, still scores

only a B (68/100), as it lacks transparency and continues to heavily support oil and gas
production, having cut taxes on production from private companies, pardoned tax debt, and
opened up new lease auctions to boost its oil and gas production. Saudi Arabia lags the non-
OECD group with a score of C+ (43/100), ranking last in almost all categories by providing
significant government support to oil and gas production and fossil fuel-based power via large
capital expenditure from its SOEs, Saudi Aramco, and Saudi Electric Company, as well as
support for fossil fuel use via low energy prices.

5.2 Indicator 1: Transparency

Indicator 1 on transparency looks at government recognition of and reporting on direct
budget transfers, tax expenditures, and public finance to fossil fuels using four sub-indicators:
the government acknowledging that it provides inefficient fossil fuel subsidies, reporting and
quantifying the subsidies, engaging in peer reviews, and PFIs providing comprehensive and
specific transaction-level data (Annex 1).

OECD

Australia

1st 2nd 3rd 3rd 3rd 3rd 7th 11th 11th 11th 11th
Good Good Mediocre Mediocre Mediocre Mediocre Poor Opaque Opaque Opaque Opaque

NON-OECD

g 8

5 7]

= ]
= c
o o
= o
S

< =

1st 1st 1st 4th 5th 8th 8th 8th

Good Good Good Mediocre Poor Opaque Opaque Opaque
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There are significant differences between G20 governments in terms of their reporting on
support for fossil fuels. We find that only six G20 countries have officially publicly reported
that they provide inefficient fossil fuel subsidies (Canada, Germany, the United States, China,
India, and Indonesia), whereas the United Kingdom denies that it provides any fossil fuel
subsidies (under its government’s own definition).

Just under half of G20 governments report on and quantify at least some of their subsidies via
a ministry or agency (Australia, France, Germany, Italy, Mexico, Argentina, China, India, and
Russia). Just over half have performed or committed to performing a peer reviewl!? of their
fossil fuel subsidies as part of the G20 process: China, Germany, Indonesia, Italy, Mexico, and
the United States have completed their reviews; Argentina and Canada are in the process of
completing their reviews; and France and India have committed to completing a peer review
(Ministry of External Affairs, 2019; OECD, 2019a).

Finally, only two G20 countries, Argentina and the United States, provide transaction-level
data on public finance that appears to be comprehensive and specific (see the accompanying
Methodology Note for information on the PFIs reviewed for this study).

These identified gaps in transparency mean that estimates in this report are likely to
underestimate the actual level of support provided by G20 governments.

5.3 Indicator 2: Pledges and commitments

Indicator 2 looks at G20 government pledges to end public support for fossil fuels using three
sub-indicators: the number of pledges to end fossil fuel subsidies, the number of pledges to
end fossil fuel public finance, and evidence on backtracking on pledges (Annex 1).

OECD

1st 1st 3rd 4th 5th 5th 7th 7th 9th 10th 11th
Very Very Strong Mediocre Mediocre Mediocre  Weak Weak Weak Very Very
strong strong weak weak

10 The G20 fossil fuel subsidy peer review process aims to increase transparency on direct budget transfers and

tax expenditure support measures and identify those that should be eliminated. While the reviews call for the
measurement of the subsidy element of loan guarantees and direct loans, these reviews would benefit from a wider
scope to include public finance, SOE investment, and, where possible, price support measures (Gerasimchuk et
al., 2018). Indonesia’s 2019 peer review highlighted the role of government support for its indebted SOEs (OECD,
2019b).

14
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Many G20 countries have made pledges and commitments to end support to fossil fuels

that go beyond the G7 and G20 commitments made every year since 2009. These pledges
include those made by signatories to the Convention on Biological Diversity to comply with
its Aichi target 3 on phasing out environmentally harmful subsidies by 2020 (Convention on
Biological Diversity, 2010) and additional pledges made by individual countries including in
their Nationally Determined Contributions. Only the United States and Mexico have made no
additional commitments.

About two thirds of G20 countries have also made some level of commitment to end

public finance for fossil fuels and, more specifically, to end public finance for coal. All
OECD countries have made at least one pledge, whereas, in the non-OECD countries, only
Brazil and China have made pledges to end public financing of fossil fuel projects. Pledges
include those made through membership in the Powering Past Coal Alliance, the OECD
public finance restrictions for export credit agencies, and any additional pledges made by
individual countries.

Finally, three countries—Japan, the Republic of Korea, and the United States—have
backtracked on previous commitments to restrict public finance for coal. In 2017, the United
States reversed restrictions on U.S. support for coal-fired power projects at international
financial institutions (U.S. Department of the Treasury, 2017). Despite pledges to end

public finance for coal, Japan and the Republic of Korea have allowed export credit agencies
to support any coal plant for which an environmental and social impact assessment was
completed before January 1, 2017, and “acted upon expeditiously”; projects received support
years after this 2017 deadline was reached (DeAngelis & Tucker, 2020).

5.4 Indicator 3: Scale of government support for coal
exploration, production, processing, and transportation
Indicator 3 examines the scale of government support for coal exploration, production
(mining), processing, and transportation based on three sub-indicators: average support per

unit of GDP provided through direct transfers and foregone taxation, public finance, and SOE
investments (Annex 1).
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Coal only accounts for 2% ($13 billion) of the total G20 government spend on fossil fuel
(2017-2019 average), yet McGlade and Ekins (2015) estimate that, to keep the increase of
global mean temperatures below 2°C, 80% of current coal reserves will need to be left in the
ground (from 2010 to 2050).

Despite this, several (G20 countries continue to provide support for coal exploration,
production, processing, and transportation (Figure 4). Germany,!! Turkey, the United
Kingdom, and South Africa still provide high levels of direct budgetary transfers and forego
tax revenue for domestic coal (per unit of GDP). South Africa provides public finance
domestically, whereas Japan supplies public finance for overseas projects. China and India’s
SOE:s also continue to invest heavily in coal. No government support for coal production was
identified for Brazil, Italy, Mexico, or Saudi Arabia.

11 Germany ended subsidies to hard coal production in 2018.
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Figure 4. G20 government support to coal exploration, production, processing, and
transportation (annual 2017-2019 average, USD billion)
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Source: IEA, 2020b; OCI, 2020; OECD, 2020b.

5.5 Indicator 4: Scale of government support for oil and
gas exploration, production, refining, and transportation

Indicator 4 examines the scale of government support for oil and gas exploration, production,
refining, and transportation, based on three sub-indicators: average support per unit of GDP
provided through direct transfers and foregone taxation, public finance, and SOE investments
(Annex 1).
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G20 support for oil and gas exploration, production, refining, and transportation accounts for
the largest share of support by activity, at $277 billion per year or 47% of total average G20
support over the 2017-2019 average (Figure 5).

OCI (2016) determined that depleting the proven reserves in oil and gas fields currently in
operation will push global mean temperatures above 1.5°C, even if coal is rapidly phased out.
Despite this need to restrict oil and gas production, not a single G20 government has ended
its support.

Canada and Saudi Arabia are the worst performers in terms of the scale of support for oil and
gas production of OECD and non-OECD member countries, respectively (per unit of GDP)
(see Box 1).

The United Kingdom and Russia provide the highest levels of direct transfers and tax
exemptions per unit of GDP of G20 OECD and non-OECD member countries, respectively
(see Box 2).

All G20 countries except for Turkey,!2 Argentina, and Indonesia have provided new public
finance to oil and gas production, with Canada and Saudi Arabia providing the highest levels
of support within the OECD and non-OECD countries, respectively (per unit of GDP).
Canada continues to support the sector, although its focus has shifted from an emphasis

on exploration to one on the development of infrastructure for production and export, in
particular for liquefied natural gas projects.

Finally, Canada, the Republic of Korea, Mexico, Turkey, and all the non-OECD countries
provided significant levels of support via SOE investment. Mexico’s state-owned petroleum
company, Pemex, and Argentina’s state-owned oil and gas companies, YPF S.A. and
Integracion Energética Argentina (IEASA, formerly ENARSA), made the largest SOE
investments in oil and gas production (per unit of GDP).

12 Turkey’s PFIs did not supply transaction-level data on their investments and, hence, we have most likely
underestimated Turkey’s level of support.
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Figure 5. G20 government support to oil and gas exploration, production, refining and
transportation (annual 2017-2019 average, USD billion)
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Source: IEA, 2020b; OCI, 2020; OECD, 2020b.

Box 1. Saudi Arabia

The Kingdom of Saudi Arabia holds the G20 presidency in 2020. Despite its commitment
to remove inefficient fossil fuel subsidies, the government has requested all mentions

of the term “subsidy” be removed from the G20 expert briefings and policy proposals
(Farand, 2020).

Saudi Arabia has come in as the worst performer in ending government support for
fossil fuels compared with other G20 non-OECD member countries, having provided
$77 billion per year (2017-2019 average) (see the Saudi Arabia Country Scorecard).
It supplies the largest amount of government support to fossil fuel of all the G20
countries, per unit of GDP.

Saudi Arabia has been called “the world’s purest example of a petro-state,” with
oil exports providing more than 77% of export revenue, 69% of its national budget
expenditure, and 26% of its 2019 GDP (Krane, 2019, p. 3; Ministry of Finance, 2020;
Organization of Petroleum Exporting Countries, 2020). In addition, large domestic
subsidies for energy, and therefore very low oil prices, have allowed the country to
become the world’s fifth-largest oil consumer (Krane, 2019).
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The government introduced energy subsidy reforms in 2016 and 2018 that increased fuel
and electricity prices as part of a larger economic reform package, Vision 2030, that
includes goals around cleaner energy and diversification (Krane, 2019; Kingdom of Saudi
Arabia, 2019; Lahn, 2016). These reforms have been linked to a successful reduction

in energy consumption. However, prices remain a small fraction of corresponding
international prices—for example, domestic gasoline (91 Octane) and diesel prices were
55% and 18%, respectively, of international benchmark prices in 2018 (Krane, 2019,
Table 5). Also, as part of Vision 2030, the government took steps toward diversifying
away from oil by privatizing around 1.5% of its oil and gas SOE, Saudi Aramco, in 2019
(Gross, 2019).

While Saudi Arabia started to publicly publish its budget for the first time in 2016, there
remains a major lack of transparency, particularly around direct budgetary transfers, tax
expenditures, and actual costs of production. Therefore, levels of government support

to fossil fuels in Saudi Arabia are very difficult to estimate (Lahn & Stevens, 2014).

In addition to publicly available data on public finance and SOE investment dataq, our
estimates rely on the IEA's estimate of price support.

Saudi Arabia remains a large supporter of oil and gas production, providing $33 billion
annually (2017-2019 average). However, its support to oil and gas production dropped by
47% in absolute terms relative to the 2014-2016 average, predominantly due to a drop
in investment by Saudi Aramco over the period.

In terms of support to fossil fuel consumption, Saudi Arabia is also one of the world’s
largest subsidizers, providing $27 billion annually (2017-2019 average). However,

some authorities, including the Saudi Arabian government, criticize the IEA price-
gap approach to estimating fuel consumption subsidies in countries with low fossil
fuel production costs, like Saudi Arabia (IEA, 2020c). The costs of oil production are
argued to be very low compared with international benchmarks: oil production capital
costs were sunk many years ago, and the oil fields are large (Marcel & Mitchell, 2006).
Therefore, if the actual cost of production in Saudi Arabia were used as a benchmark,
rather than international prices, estimated subsidies would be lower than the IEA
estimates. A counter-argument says that, if Saudi Arabia sells oil only at the cost of
production, it is foregoing the economic value of the product that can be earned by
selling it at its full economic value—which in turn can raise revenue to be reinvested in
economic diversification and other public needs. This leads to an inefficient allocation of
resources for the economy that will lower long-term economic growth (IEA, 2020c).

The Kingdom of Saudi Arabia has started taking important steps toward building
a more transparent and sustainable economy. However, these efforts must be
complemented with greater efforts to diversify the economy and reduce their
dependence on fossil fuels.
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Box 2. Tax expenditure as a form of government support for
fossil fuels

The value of foregone fossil fuel taxation in the G20 reached $79 billion per year (2017-
2019 average). The G20 OECD countries provided the lion’s share, foregoing tax revenue
on fossil fuels at a value of $56 billion per year, accounting for 39% of the G20 OECD
countries’ total support to fossil fuels.

Foregone taxes (tax expenditures) include reduced rates or exemptions from value-
added tax or tax breaks for diesel use in transport. These exemptions reduce the
revenue that a government would have received if it had charged the full rate of tax on
producers and users of fossil fuels. Changes in tax expenditure can arise from a change
in tax rates, which mechanically alters the revenue foregone, as well as from changes in
consumption and oil prices.

Of the G20 OECD member countries, Australia, France, Italy, Turkey, and the United
Kingdom were large contributors of support via tax expenditures during 2017-2019.
Eighty-four per cent of Australia’s total support to fossil fuels is via foregone taxation
($6.5 billion per year, 2017-2019 average), with the government supplying a wide

range of measures including capital expenditure deductions for mining and petroleum
operations, fuel tax credits for industry, reduced fuel excise rates, and various tax offset
schemes for fossil fuel-related infrastructure (OECD, 2020b). Nine of the 10 largest
fossil fuel producers (by revenue) in Australia paid no corporate income tax in 2017-
2018 (Market Forces, 2020).

While total foregone taxation in G20 countries has decreased by 19.5% relative to the
2014-2016 average, five countries—Australia, France, Mexico, Turkey, and Russia—
increased their overall levels of foregone taxation. Increases in tax expenditure can arise
from increases in tax rates. Russia was the worst performer with a huge 79% increase
relative to its 2014-2016 average. Russia has been subsidizing an increasing portion

of its fossil fuel production. According to estimates from the Ministry of Finance of

the Russian Federation (2019) and the Accounting Chamber of the Russian Federation
(2020), in 2013, the volume of oil production eligible for subsidized tax rates was under
30% of the total. In 2019, this volume exceeded 50%, and in 2035, it is expected to
exceed 90%. As a result, the Ministry of Finance estimates that this trend will continue,
and government revenue foregone from under-taxing oil extraction in Russia could reach
$32 billion by 2033 (RBC, 2019).

G20 OECD member countries, in particular, continue to be large providers of support
through foregone taxation. G20 governments should charge the full rate of tax on
producers and users of fossil fuels: $79 billion each year (2017-2019 average) of
foregone revenue could be directed toward urgent COVID-19 recovery needs and areas
like health, social support, and the clean energy transition.
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5.6 Indicator 5: Scale of government support to fossil fuel-
based power

Indicator 5 examines the scale of government support for fossil fuel-based power, including

co-generation of electricity and heat from coal, oil, and gas, and is based on three sub-
indicators: average support per unit of GDP provided through direct transfers, foregone
taxation, and price support;!3 public finance; and SOE investments (Annex 1). It also captures
support to fossil fuel use for electricity generation.
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The IEA found that the power sector accounted for nearly two thirds of global energy-related
carbon dioxide emissions growth in 2018 (IEA, 2020a). Meanwhile, G20 support for fossil
fuel-based power remains large at $126 billion per year (2017-2019 average), accounting for
22% of the total support by activity (Figure 6). The Republic of Korea, Mexico, and Saudi
Arabia are the worst performers in terms of levels of support for fossil fuel-based power (per
unit of GDP).

Mexico and Saudi Arabia provide the highest levels of direct budget transfers, tax expenditure,
and price support (per unit of GDP) of the OECD and non-OECD countries, respectively.
Mexico’s support was predominantly made up of direct budgetary transfers to CFE, the
state-owned electricity utility, to make up for electricity tariffs that are below cost. No direct
transfers, tax expenditure, or price support was identified for only four OECD countries:
France, Italy, Japan, and the United Kingdom.

13 The OECD’s database of direct budget transfer and tax expenditure and the IEA’s price support measures
provide estimates of government support for fossil fuel use for electricity generation. However, neither data set
is complete for all G20 countries. Therefore, where data was available from both sources for a country, we chose
the support measure that was higher for the G20 scorecards. Hence the indicator captures either direct budget
transfers plus tax expenditures or price support for each country.
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Figure 6. G20 government support to fossil fuel-based power (annual 2017-2019
average, USD billion)
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Over three quarters of G20 countries provided new public finance to fossil fuel-based
power, with Japan and India providing the highest levels of support respectively within

the OECD and non-OECD member countries (per unit of GDP). Despite pledges to end
public finance for domestic coal-fired power and the OECD agreement on export credits,
Japan and the Republic of Korea continue to finance coal-fired generation projects abroad
through their export credit agencies (DeAngelis & Tucker, 2020). Australia, Turkey,!4
Indonesia, and South Africa were the only G20 countries that did not provide new public
finance to fossil fuel-based power.

Finally, around half of the G20 countries provided significant levels of support to fossil fuel-
based power via SOE investment, with France’s Electricité de France and Saudi Arabia’s
Saudi Electric Company providing the largest capital expenditure (per unit of GDP) within
the G20 OECD and non-OECD countries, respectively.

Scaling up renewables and implementing government support for renewable energy has been
shown to help governments reform and reduce subsidies and other support measures for fossil
fuels (Matsuo & Schmidt, 2017).

14 Turkey’s PFIs did not supply transaction-level data on their investments and, hence, we have most likely
underestimated Turkey’s level of support.
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5.7 Indicator 6: Scale of government support for fossil fuel
use by industry, transport, households, and others

Indicator 6 examines the scale of government support (direct budget transfer and tax
expenditure or price support!>) for fossil fuel use by industry, transport, households, and other
sectors based on one sub-indicator: average support per unit of GDP provided through direct
transfers, foregone taxation, or price support (see Annex 1). It does not look at support for
fossil fuel use in electricity generation, which is already captured in indicator 6, and no public
finance or SOE investment for fossil fuel use was identified during the period.
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G20 countries continue to heavily support fossil fuel use by industry, transport, households,
and others, providing the second-largest portion of government support by activity at $168
billion (29% of the total support by activity) on average per year in 2017, 2018, and 2019.

Some 39% of G20 OECD countries’ total support goes to fossil fuel use, larger than any other
fossil fuel-related activity, with Australia, Italy, Mexico, Turkey, and the United Kingdom
continuing to provide significant levels of support to fossil fuel use (per unit of GDP). Mexico
and Italy offer a range of fuel tax credits and exemptions, predominantly on diesel and
petroleum consumption (OECD, 2020b) (see Box 2).This challenges the typical narrative that
support for fossil fuel consumption is more of a concern for emerging markets.

15 The OECD’s database of direct budget transfers and tax expenditure and the IEA’s price support measures
provide estimates of government support for fossil fuel use (oil, gas, coal, etc.) by industry, transport, households,
and others. However, neither data set is complete for all G20 countries. Therefore, where data was available from
both sources for a country, we chose the support measure that was higher for the G20 scorecards. Hence the
indicator captures either direct budget transfers plus tax expenditure or price support for each country.
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Among the non-OECD G20 countries, Saudi Arabia and Indonesia provide the highest levels
of support to fossil fuel use (per unit of GDP) by continuing to support low energy prices for

consumers.

G20 governments should remove energy subsidies on fossil fuel use, but they must make sure
to implement well-designed and targeted support measures that ensure poor and vulnerable
consumers can still access energy.

Reforming subsidies for energy use can have a profound impact on the cost of living or doing
business. Such a change can lead to major concerns for consumers, such as those raised by
truckers protesting diesel price increases in Brazil (Paraguassu & Maia, 2018). But there

is ample evidence that shows that subsidy reform policies can be introduced in a way that
protects the vulnerable and improves equity (LLaderchi, 2014;Yemtsov & Moubarak, 2018).
Many fossil fuel subsidies for consumers are regressive, with most benefits going to richer
consumers who can afford to pay more (Coady et al., 2015). The savings to governments from
reforms can be redirected to policies that better target consumers, improving outcomes for
low-income and vulnerable consumers (Beaton et al., 2013).

When designing subsidy reforms, governments need to ask who should benefit from

subsidies and whether there is an alternative way to support them—whether governments can
subsidize the consumer or another public service rather than the fossil fuel itself. Subsidies
that are important for energy access can then be clustered only on those users who need

the assistance—this appears to be particularly important with respect to price support for
liquefied petroleum gas and electricity (Sharma et al., 2019; Zinecker et al., 2018). Regarding
better alternatives to subsidies, surveys or focus group discussions can be used to help identify
what support people would most prefer instead of subsidies, from cash transfers to affordable
and quality education or healthcare.

Reforming consumer subsidies is more pressing than ever in the period of COVID-19.
Governments are spending resources in a way that predominantly benefits richer consumers
when they could use this revenue to address the health and economic crisis. In the meantime,
designing targeted consumer support will be important for G20 governments in the short-
and medium-terms as more households and businesses experience energy access issues as an
impact of the COVID-19 crisis (OECD, 2020 forthcoming).
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Figure 7. G20 government support to fossil fuel use (annual 2017-2019 average, USD
billion)
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5.8 Indicator 7: Progress in ending government support for
fossil fuels

Our results show that, overall, G20 support to fossil fuels dropped by 9% in absolute USD
terms between the 2014—2016 average and the 2017-2019 average. Public finance saw the
largest drop at 32%, whereas SOE investment actually increased by 4.6%.

While an overall drop in support occurred, this was not based on a consistent decline across
G20 countries over time: seven of the G20 countries increased their support over the period,
including Australia, Canada, China, France, India, Russia, and South Africa (Figure 4).

Government support, such as direct budget transfers, tax expenditures, and price support
measures for fossil fuel use or consumption, fluctuate with oil price changes.1® The price
support estimates from the IEA are particularly sensitive to reference prices, which are
calculated for fuels using international prices as a benchmark (IEA, 2020c). Government
support for activities related to coal, oil, and gas production also fluctuates with oil prices but
in a less predictable way. On average, oil prices dropped around 3% between the 2014-2016

16 These forms of government support also fluctuate with changes in tax rates and consumption levels.
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and 2017-2019 periods (authors’ calculation based on BP, 2019), indicating that around a
third of G20 countries’ decrease in support can be attributed to oil price reductions.

Figure 8. G20 government support to fossil fuels by country (annual 2014-2016 and
2017-2019 averages, USD billion)
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When looking at overall changes!? in government support within the two different country
groups (OECD and non-OECD), we see different paths of progress (Figure 5). OECD
countries have reduced their total support to fossil fuels by 17% in absolute USD terms
and 17% on a per unit of GDP basis between the 2014-2016 and 2017-2019 averages.
Non-OECD countries, on the other hand, reduced their support by 6% in absolute USD
terms. But on a per unit of GDP basis, these countries have reduced their support by 20%.
This indicates that emerging economies in the G20 have managed to hold their government
support levels to fossil fuels relatively steady while they undergo GDP growth (Figure 9).

17 Note that government support fluctuates with changes in oil prices, tax rates, exchange rates, and consumption
levels, and so all changes cannot be attributed to government reform.
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Figure 9. Total G20 government support per unit of GDP (y-axis) and in absolute USD
(dot size) by time period (blue dot is 2014-2016 average and red dot is 2017-2019
average) and country group (x-axis, OECD and non-OECD members)
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In our scorecards, indicator 7 examines the change in government support using five sub-
indicators that we will examine in more detail in this section: the change in support for oil
consumption (looking at direct budget transfers and tax expenditures or price support and
normalizing for oil price, demand, and currency fluctuations), as well as the change in public
finance and the change in SOE investment between the 2017-2019 and the 2014-2016
annual averages. It also examines new COVID-19 government recovery support to fossil fuels
(as of August 12, 2020).
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It should be noted in general that the scoring across all countries is quite poor, with no
country reaching a high score. Next, we take a closer look at each progress sub-indicator.

Sub-indicator 7A looks at the change in support for oil consumption (selecting the larger
of either direct budget transfers plus tax expenditures or price support for oil consumption
for each country), normalizing for oil price, demand, and currency fluctuations (2017-2019
average vs. 2014-2016 average) (see the Methodology Note for further details).

Change in oil consumption support in OECD countries, normalized for
oil price, demand, and currency fluctuations (2017-2019 average vs. 2014-2016
average)
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Source: BP, 2019; IEA, 2020b; OECD, 2020aq, 2020b; World Bank, 2020.

Change in oil consumption support in non-OECD countries, normalized for
oil price, demand, and currency fluctuations (2017-2019 average vs. 2014-2016
average)
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Support for oil consumption dropped in most G20 countries (Tables 4 and 5), with Japan and
Brazil seeing the largest reductions (the 2017-2019 vs. the 2014-2016 average), indicating
that some level of reform of oil consumption subsidies has taken place. For example, Brazil
experienced declines in consumer fuel tax reductions through decreases in the Program of
Social Interaction (Programas de Integracdo Social) and Contribution for the Financing of
Social Security (Contribuicdo para o Financiamento da Seguridade Social) between 2011

and 2017 (Roth & Kuehne, 2019). The reduction in support to oil consumption has not been
consistent across all G20 countries: consumption subsidies have increased!8 in Australia,
France, Indonesia, China, and Russia.

18 These increases may be partly attributed to increases in tax rates in those countries.
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Sub-indicator 7B looks at the per cent change in finance provided by PFIs for domestic and
international projects relating to fossil fuels over the two periods: the 2017-2018 average vs.
the 2014-2016 average.

Opverall, public finance accounted for 8.7% of total G20 government support to fossil fuels
over 2017-2018 at an annual average of $51 billion to oil, gas, and coal (Figure 10). This is

a decrease of 32% relative to the 2014-2016 average; however, this drop was largely driven
by a spike of $44 billion in support from China for a handful of large oil and gas projects in
2016 rather than a consistent decline across G20 countries over time. Troublingly, Canada,
Germany, India, Italy, the Republic of Korea, South Africa, and the United Kingdom all
increased the amount of public finance they committed to fossil fuels on average between
2014 and 2018. Poor reporting from PFIs means that these figures are likely underestimated,
with indirect support through related infrastructure like roads and ports, advisory services,
technical assistance, and financial intermediaries being particularly difficult to track.

China, Canada, Japan, and the Republic of Korea were the four largest providers of public
finance for fossil fuels for both periods reviewed (in absolute USD terms). The China
Development Bank and Export Development Canada were consistently the largest providers
by institution. By category of institution, export credit agencies provided the highest

volume of public finance for fossil fuels. Previous research has also shown that export credit
agencies had the worst ratio of fossil fuel to clean energy support compared to other PFIs,
at nearly 14 times as much support for fossil fuels than for clean energy over 2016-2018
(Tucker et al., 2020).

However, there is important leadership being taken by a number of PFIs, with the European
Investment Bank, the World Bank Group, CDC Group, Agence francaise de développement,
Ireland Strategic Investment Fund, Swedfund, and Sweden’s export credit agencies, among
others, recently implementing policies to limit all or most of their finance for oil, gas, and coal.
As PFIs are given broader mandates and increased lending capacity as part of governments’
COVID-19 responses, it is even more critical for G20 governments to use PFIs as a lever to
speed a just energy transition away from fossil fuels rather than helping lock in their use.
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Public finance to fossil fuels by country (annual 2014-2016 and 2017-2018
averages, USD billion)
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Sub-indicator 7C looks at the per cent change in SOE investment provided for fossil fuels over
the two periods: the 2017-2019 vs. 2014-2016 average.

At an average of $257 billion per year (2017-2019 average), SOE investment accounts for the
largest share of G20 countries’ government support to fossil fuels by support type, at 44%
(Figure 11).The latest estimate signals an increase of 4.6% relative to the 2014-2016 average
(in absolute USD terms); SOE investment is the only type of G20 government support to
have increased overall.

Out of the thirteen G20 countries in which national-level majority-government-owned

SOEs operate, Argentina, China, Russia, and Saudi Arabia are the largest providers of SOE
investment in absolute USD terms. Argentina’s level of SOE investment, in particular, is likely
much higher: due to poor transparency, the investment figures for the coal SOE Yacimientos
Carboniferos Rio Turbio were not available, and subnational-level SOEs were out of the scope
of this work. The lack of data on Argentina’s SOEs may have resulted in a higher overall score
for Argentina in the G20 non-OECD member country scorecard.

Between 2014 and 2019, six G20 countries moved in the wrong direction. Argentina,
Canada, China, India, Indonesia, and Russia all increased their SOE investment for fossil
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fuels relative to the 2014-2016 average. China’s 91% increase was provided by three SOEs
whose core activities are in the oil and gas sectors, namely the Sinopec Group, CNPC, and
CNOOCG, for an aggregate capital expenditure totalling over $75 billion in 2019. Among the
G20 countries that managed to reduce their SOE investment over the same period, Saudi
Arabia stands out, given the significant role of SOEs in its energy system. However, it’s 32%
decrease was mostly driven by a government decision in 2019 to partly divest from Saudi
Aramco by selling its shares on public markets in order to reduce their reliance on fossil fuel
revenue (BBC News, 2020).

Given the key role of SOEs in the energy sector in several countries, where they also tend to be
developmental drivers and providers of jobs, governments wanting to transition away from fossil
fuels need to enable an SOE transition, including their diversification away from fossil fuels. The
Indian SOE CIL provides a good example of this strategy, with their recent investments in solar
power generation in an attempt to diversify away from coal (Narayan, 2018).

SOE investment for fossil fuels by country (annual 2014-2016 and 2017-
2018 averages, USD billion)
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Two sub-indicators, 7D and 7E, look at public money committed to sectors responsible for
fossil fuel consumption and production in response to the COVID-19 crisis: 7D captures
the scale of support provided, and 7E captures the share that is considered “conditional” on
certain environmental requirements. These data are drawn from the Energy Policy Tracker
(2020) initiative, an ongoing collaboration of more than 15 non-profit organizations and
universities to report on how public money has been committed to the energy sector in
recovery packages.1?

G20 countries have allocated at least $170 billion in public money commitments to
production and consumption in four key sectors29 (mobility, resources, power, and
buildings—with support to mobility, especially airline and airport bailouts, accounting for
around two thirds of the total support by value) in response to the COVID-19 crisis (Figure
8, as of August 12, 2020). This support ranges in form from equity injections, loans, and loan
guarantees to the provision of grants and tax exemptions to the relaxing of environmental
standards. This is likely an underestimate due to the dynamic nature of government responses
to the COVID-19 crisis and a lack of transparency that doesn’t allow for the quantification of
many announced policies.

France has pledged the largest amount of COVID-19 support to fossil fuel production and
consumption of the G20 OECD member countries, followed closely by Canada (per unit of
GDP). The government of Alberta, Canada, has provided a loan guarantee for the Keystone
XL pipeline worth $4.4 billion (USD) (Government of Alberta, 2020). The Republic of
Korea provided $2.49 billion in emergency bailout loans for Doosan Heavy Industries &
Construction, a major coal plant manufacturer (KoreaExim, 2020).

Indonesia has supplied the largest amount of fossil fuel support of the G20 non-OECD
countries (per unit of GDP), having committed large sums to prevent the bankruptcy of its
energy-producing and consuming SOEs, including PLN (electricity utility, $3.1 billion),
Pertamina (oil and gas, $2.6 billion), and Garuda Indonesia (airline, $582 million). The
Energy Policy Tracker identified COVID-related support for fossil fuels for Japan, Argentina,
and Brazil, but this support could not be quantified as of August 12, 2020.

In some cases, governments have made this support “conditional” on certain climate targets
or additional pollution reduction requirements. Canada, France, Germany, and the United
Kingdom were the only G20 countries to make parts of their quantified COVID-19 public
money commitments to fossil fuels conditional on environmental requirements, and the
stringency of these requirements varies greatly. For example, France has bailed out the Air
France airline on the requirement that it reduces its emissions. Further, the Government

19 This report draws on data as of August 12, 2020; readers can refer to the tracker website for more up-to-date
information, updated on a weekly basis: https://www.energypolicytracker.org/

20 The methodology for tracking government support to fossil fuels during 2014-2019 differs to that used to track
COVID-19 public money commitments in 2020. A key difference, for example, is that the OECD inventory (direct
transfers and tax expenditures) does not capture support to fossil fuel-consuming capital such as airline bailouts,
whereas this form of support is captured in the Energy Policy Tracker (COVID-19 public money commitments).
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of Canada has committed $1.26 billion (USD) toward cleaning up inactive oil wells, taking
on the outstanding environmental liabilities of viable oil and gas companies who did not
clean up the wells themselves. Overall, only 16% of the total G20 COVID-19 public money
commitment for fossil fuels was conditional as of August 12, 2020. While such conditionality
is a move in the right direction, these policies are still providing substantial support to fossil

fuels (Energy Policy Tracker, 2020).

G20 public money commitments for fossil fuels and fossil fuel-intensive
sectors (resources, power, mobility, and buildings) in response to the COVID-19 crisis
up until August 12, 2020 (USD billion)
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Despite repeated commitments to end government support for fossil fuels, G20 governments
continued to provide significant support to fossil fuels in 2017-2019 through direct budgetary
transfers, tax expenditures, price support, public finance, and SOE investment. More recently,
G20 governments have announced significant public money commitments for fossil fuel-
intensive sectors in response to the COVID-19 crisis in the first half of 2020.

The overarching findings from our review of G20 governments’ progress in ending
government support for fossil fuel consumption and production are presented below.

6.1 Summary of Findings

* G20 governments provided $584 billion annually (2017-2019 average) via direct
budgetary transfers and tax expenditures, price support, public finance, and SOE
investment for the production and consumption of fossil fuels at home and abroad.
Governments provided more support to oil and gas production than any other stage of
fossil fuel-related activity, at $277 billion (47% of the total support to fossil fuels).

* G20 government support has seen a 9% drop relative to the annual 2014-2016
average, indicating some progress has been made, although around a third of this
decrease can be attributed to an average decrease in oil prices. The drop in support
doesn’t represent a consistent decline across G20 countries over time. Seven of the
G20 countries increased their fossil fuel support: Australia, Canada, China, France,
India, Russia, and South Africa. Progress made between 2014 and 2019 was
insufficient: more needs to be done.

* G20 countries allocated some $170 billion in public money commitments to fossil
fuel-intensive sectors in response to the COVID-19 crisis between January 1 and
August 12, 2020. This is likely an underestimate due to the dynamic nature of
government responses to the COVID-19 crisis and a lack of transparency that doesn’t
allow for the quantification of many announced policies: readers can refer to the most
up-to-date information at the Energy Policy Tracker (www.energypolicytracker.org).
The support for fossil fuels in response to the COVID-19 crisis indicates G20
governments are moving in the wrong direction and are likely to undo the
little progress made between 2014 and 2019.

* In tracking G20 countries’ progress toward phasing out government support for fossil
fuels, our scorecards identified leaders and laggards across seven indicators but found
that no G20 country scores exceptionally well, with a top score of only 71/100
going to Germany. Every G20 country is at risk of not delivering on its fossil fuel
subsidy phase-out commitment.

* Among the OECD member countries of the G20, Germany scored highest,
while Turkey, Mexico, and the United Kingdom scored lowest. The United
Kingdom lacks transparency about government support and continues to provide
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support for consumers of fossil fuel by foregoing tax revenue and supplying direct
budgetary transfers. Mexico continues to provide significant support for oil and gas
production and fossil fuel-based power, especially through SOE investment. Turkey
also lacks transparency and continues to provide support for coal production and fossil
fuel use, predominantly by foregoing tax revenue and providing SOE investment.

* Among the non-OECD member countries of the G20, Brazil scored the
highest while Saudi Arabia scored the lowest. Saudi Arabia continues support for
oil and gas production and fossil fuel-based power, predominantly due to large capital
expenditure from its SOEs and support for fossil fuel use via low energy prices.

» Support to fossil fuels by non-OECD member countries of the G20 remains high, at
$439 billion, down only 6% on absolute U.S. dollar terms relative to the 2014-2016
average. However, on a per unit of GDP basis, these countries have reduced their
support by 20% relative to the 2014-2016 average. This indicates that emerging
economies in the G20 have managed to hold their government support levels
relatively steady while they undergo GDP growth.

» Public finance for oil, gas, and coal remains high at an average of USD 51 billion a
year, though this is likely an underestimate due to poor transparency. China, Canada,
Japan, and the Republic of Korea have consistently provided the highest levels of
this form of support. Reducing public finance for fossil fuels saw the greatest
decline among all the mechanisms of support, decreasing 32% relative to 2014—
2016. However, this reduction was largely driven by a spike of $44 billion in support
from China for a handful of large oil and gas projects in 2016 rather than a consistent
decline across G20 countries over time.

* SOE investment is heading in the wrong direction. G20 governments
provided more SOE investment overall than through any other support
mechanism, at $257 billion or 44% of the total support to fossil fuels. It is the only
type of G20 government support to have increased overall, by 4.6% relative to the
2014-2016 average.

« OECD member countries of the G20 provide more government support for
fossil fuels by foregoing tax revenue than by any other support mechanism, at
$56 billion or 39% of their total support. They also provide a greater share of
their overall support to users of fossil fuels than any other stage of fossil fuel-
related activity, at $57 billion or 39% of their total support. This challenges the typical
narrative that support for fossil fuel consumption is more of a concern for emerging
markets and developing countries.

* Non-OECD member countries of the G20, however, support oil and gas
production more than any other stage of fossil fuel-related activity ($227
billion or 51% of their total support) and provide more SOE investment than any
other type of support mechanism ($228 billion or 52% of their total support). This
situation reflects the energy landscape seen in many emerging economies, where SOEs
can account for a large market share of the energy sector.

* Transparency remains poor, with almost half of G20 countries scoring either a
“poor” or “opaque” level of transparency.
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6.2 Recommendations

We recommend that G20 countries develop strategies to end government support for fossil
fuels that include these recommended next steps:

* Now is the chance to redirect G20 government support away from fossil fuels
to other more sustainable areas like health, social support, and the clean
energy transition.

* Any public money commitments for fossil fuels in response to the COVID-19
crisis should have green conditions attached. G20 governments plan to spend
trillions of dollars to counteract the impacts of the COVID-19 crisis, and how they do
this will shape the global economy for many years to come.

e All G20 governments should focus phase-out efforts on reducing support for
oil and gas exploration, production, refining, and transportation. This stage of
fossil fuel activity received the largest share of G20 government support in 2017-2019.

* As SOE investment accounts for the largest type of G20 government support
measure, and considering the key role that SOEs play in many countries’ energy
systems, governments need to encourage an SOE transition, triggering their
diversification away from fossil fuels.

* All G20 PFIs must implement policies excluding support for oil, gas, and coal
projects. This should include projects across the supply chain, as well as indirect
support through related infrastructure, advisory services, technical assistance, or
financial intermediaries.

* All G20 governments, especially OECD members, should charge the full rate of tax
on producers and users of fossil fuels: $79 billion annually (2017-2019 average) of
revenue foregone through tax expenditure could be directed toward urgent COVID-19
recovery needs.

* All G20 governments should remove energy subsidies on fossil fuel use and
ensure poor and vulnerable consumers can still access and afford energy as
subsidies are reduced— where necessary, implementing targeted support for
those most in need. Targeting consumer support will be crucial for G20 governments
in the short- and medium-terms as more households and businesses experience energy
access issues due to the COVID-109 crisis.

¢ Countries that have not yet done so should commit to conducting peer reviews
of all forms of government support to fossil fuels to increase transparency, encourage
the reporting and quantification of government support, and further facilitate the
sharing of experience between (G20 countries. Doing this is particularly important for
Australia, Japan, the Republic of Korea, Turkey, the United Kingdom, Russia, Brazil,
Saudi Arabia, and South Africa. Countries that have committed to but not concluded
peer reviews should prioritize them for fast-tracking. That includes Argentina, Canada,
France, and India.

* All G20 countries should publicly quantify and report on all government
support measures for fossil fuels in a regular and comprehensive way in order
to better track progress in ending support for fossil fuels. This is complementary to
countries’ upcoming SDG reporting requirements.
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Shaded cells represent quantitative sub-indicators; unshaded cells represent qualitative sub-indicators.

1. Transparency

1A Government
has officially
reported that it
provides inefficient
fossil fuel subsidies
(Y/N)

1B Government
reports and
quantifies its
subsidies (via
ministry or agency,
regularly or
irregularly) (Y/N)

2. Pledges and
commitments

2A Number of
pledges to phase
out subsidies

to fossil fuels
(beyond

G7 & G20
commitment)

2B Number of
pledges to end
public finance for
fossil fuels

3. Government
support for coal
exploration,
production,
processing, and
transportation

3A Direct transfer
and tax expenditure
support for coal
exploration,
production,
processing and
transportation
(2017-2019
average per GDP)

3B Domestic and
international
public finance for
coal exploration,
production,
processing and
transportation
(2017-2018
average per GDP)

4. Government
support for oil &
gas exploration,
production,
refining, and
transportation

4A Direct transfer
and tax expenditure
support for oil &
gas exploration,
production, refining
and transportation
(2017-2019
average per GDP)

4B Domestic and
international public
finance for oil &
gas exploration,
production, refining
and transportation
(2017-2018
average per GDP)

5. Government
support for fossil
fuel-based power

5A Direct transfer
& tax expenditure
or induced transfer
support for fossil
fuel-based power
(2017-2019
average per GDP)

5B Domestic

and international
finance for fossil
fuel-based power
(2017-2018
average per GDP)

6. Government
support for

fossil fuel use by
industry, transport,
households, and
other

6A Direct transfer
& tax expenditure
or induced transfer
support for

fossil fuel use by
industry, transport,
households & other
(2017-2019 average
per GDP)

o N

7. Progress in
ending support for
fossil fuels

7A Change in

oil consumption
subsidies (2017 -
2019 average vs.
2014-2016 average
normalized for

oil price, demand
and currency
fluctuations)

7B Change in public
finance for fossil
fuels (2017-2018
average vs. 2014 -
2016 average)
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1. Transparency

1C Taking part,
took part or
committing to
taking part in peer
reviews (Y/N)

1D At least half

of public finance
institutions provide
transaction-

level data that
appears to be
comprehensive and
specific (Y/N)

2. Pledges and
commitments

2C Evidence of
backtracking on
existing pledges
(Y/N)

3. Government
support for coal
exploration,
production,
processing, and
transportation

3C SOE investment
in coal exploration,
production,
processing and
transportation
(2017-2019
average per GDP)

4. Government
support for oil &
gas exploration,
production,
refining, and
transportation

4LC SOE
investment in oil

& gas exploration,
production, refining
and transportation
(2017-2019
average per GDP)

5. Government
support for fossil
fuel-based power

5C SOE investment
in fossil fuel-based
power (2017-2019
average per GDP)

6. Government
support for
fossil fuel use by

industry, transport,

households, and
other

o N

7. Progress in
ending support for
fossil fuels

7C Change in SOE
investment in fossil
fuels (2017-2019
average vs. 2014 -
2016 average)

7D Public money
commitments
for fossil fuels in
response to the
COVID-19 crisis
(2020)

7E Conditional public
money commitments
for fossil fuels in
response to the
COVID-19 crisis as

a percentage of the
total (2020)
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