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International political developments and the role of the “Friends” group in 
progressing subsidy reform: 
 
 Thank you for invitation to attend. 

 New Zealand is pleased to be speaking on behalf of the members of the 
„Friends‟ of Fossil Fuel Subsidy Reform group. 

 New Zealand is taking this opportunity to provide some background on 
the FFFSR initiative, including the „who?‟; the „what?‟ and the „how?‟ of 
the grouping.  

Background  

 Last year the OECD and IEA released analysis indicating that if 
inefficient fossil fuel subsidies are eliminated by 2020, global GHG 
emissions could be reduced by 10% in 2050. 

 Fossil fuel consumption subsidies cost around US$500 billion per year.  
If you take into account the amount spent on production subsidies as 
well, it‟s likely the total spend is closer to US$700 billion per year. 

 By way of comparison, in the Copenhagen Accord, developed countries 
committed to new and additional climate change finance approaching 
USD 30 billion in the period 2010-2012 (“fast-start” financing) and to 
jointly mobilise USD 100 billion a year by 2020.1   

 Large, expensive, fossil fuel consumption subsidies keep fossil fuel use 
high, and GHG emissions high. 

 Subsidising fossil fuels is entirely at odds with policies to introduce 
carbon pricing – fossil fuel subsidies amount to a negative carbon price.  
It is akin to subsidising climate change. 

 Fossil fuel subsidies also act as a disincentive to the development and 
greater uptake of renewable sources of energy.   

                                            
1
 Figure taken from the World Resources Institute website, dated 12 August 2010. 
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 This is perhaps why the removal of fossil fuels subsidies is considered 
one of the few “no regrets” options for addressing climate change – the 
reform of fossil fuel subsidies offers immediate cost-effective energy 
savings that are also good for climate stability and the environment. 

 Against this backdrop, the 2009 G20 Leaders commitment to rationalise 
and phase out inefficient fossil fuel subsidies that encourage the wasteful 
consumption of energy was a welcome and significant development.   

 The G20 initiative is the first genuine attempt to address the 
inconsistency between core policy choices, and to mainstream climate 
policy into economic and trade policy. 

 We commend the G20 for its leadership, and for taking this important 
and impressive first step. 

 The G20 commitment was followed two months later by APEC Leaders, 
who also committed to rationalise and phase out inefficient fossil fuel 
subsidies. 

 Yet despite the compelling environmental economics of fossil fuel 
subsidies reform, the G20 and APEC initiatives will be politically 
challenging. 

 This is why a small group of non-G20 countries is emerging to encourage 
G20 and APEC Leaders to meet their commitments to rationalise and 
phase out inefficient fossil fuel subsidies. 

 This group is known as the „Friends‟ of Fossil Fuel Subsidies Reform. 

Who? 
 
 The Friends group was launched in June 2010 and currently includes 

Denmark, New Zealand, Norway, Sweden and Switzerland.   

 Consolidation of the Friends initiative continues and membership is 
expected to expand to include several non-OECD countries.  However 
the Friends group will remain small by design. 

 We are not looking for a large membership. We only want to involve 
those countries that are united by a commitment to ambitious climate 
policy; by their support for coherence in trade and environment policy; 
and by their willingness to support the G20 as it tackles this politically 
and economically complex initiative.  

 The Friends believe that it is important that non-G20 countries in favour 
of the initiative offer public support to the G20.  
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What? 

 The Friends want to see G20 countries succeed in meeting their 
commitment to rationalise and phase out inefficient fossil fuel subsidies. 

 In order to support the G20 in meeting their reform commitment, the 
Friends will undertake advocacy with the G20 to encourage progress, 
seek updates and also advice on how the Friends can support the G20. 

 In line with the June Toronto Summit Declaration, in which Leaders 
undertook to continue to review progress towards the commitment at 
upcoming summits, the Friends will look to further summit declarations 
and relevant outputs (including data sets, peer review reports and so on) 
for evidence of G20 progress towards reform of fossil fuel subsidies. 

How? 

 The Friends objective is to support the G20. We have two guiding 
principles: ambition and transparency. 

 Transparency: The G20 have made a solid start by requiring that all G20 
countries submit reports to Leaders in June listing inefficient fossil fuel 
subsides and national action plans to phase these out. 

 The publication of these country-specific subsidies lists, implementation 
strategies and timetables on the G20 website in June was a welcome 
demonstration of transparency and the Friends commend the G20 for 
this.   The publication of the IEA, OECD, OPEC and World Bank „Joint 
Report‟ on the scope of energy subsidies and suggestions for reform on 
the G20‟s website at the same time is also valuable.    

 The Friends commend these steps as evidence of the G20‟s commitment 
to transparency, and note that by sharing this information the G20 is 
already contributing valuable information and data to the international 
community. Sharing information is important if other non-G20 countries 
are also to consider how they might undertake reform of inefficient fossil 
fuel subsidies. 

 Ambition: We think words matter. The G20 has set out a reasonably 
ambitious commitment and we would like to see that met – in full. The 
Friends group will be supporting and working to complement the G20‟s 
work on fossil fuel subsidies. We will be talking to them to encourage the 
highest ambition possible.  
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