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INTERNATIONAL CO-OPERATION TO
REFORM FOSSIL-FUEL SUBSIDIES




BETTER POLICIES FOR BETTER LIVES

» Interest in the scale of fossil-fuel subsidies (FFS),
and how to reform them, is growing. Why?

* To save money.

» To reduce emissions of local pollutants, such as
particulate matter (soot) and sulphur oxides (SO,)

« To meet climate goals.

 To level the playing field between declining sectors
(those using fossil fuels) and more modern energy
technologies.
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BETTER POLICIES FOR BETTER LIVES

» International efforts to reform received a big
boost in 2009 from G20 and APEC leaders

Since then, China and the United States
volunteered to undertake a reciprocal

peer-review of their fossil-fuel subsidies
in the G20 context. More countries are
to follow.

APEC economies launched a
Asia-Pacific comparable process that started

= = with the peer-review of fossil-fuel
Economic Cooperatlon subsidies in Peru in 2014. Since

then, NZ and Philippines.
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POLICIES FOR BETTER LIVES

» Various organisations are helping these and
other initiatives to support the reform of FFS
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BETTER POLICIES FOR BETTER LIVES

» The OECD'’s efforts are concentrated on:

* Improving transparency (through its detailed database on
fossil-fuel support measures).

* Analysing the effects of fossil-fuels and their reform.
* Providing lessons learned from past reform efforts.

« Conducting and participating in peer reviews of national
fossil-fuel subsidies.

Trade and Agriculture Directorate | Organisation for Economic Co-operation and Development (OECD) | www.oecd.org/tad | tad.contact@oecd.org



//

MEASURING FOSSIL-FUEL
SUBSIDIES
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BETTER POLICIES FOR BETTER LIVES

» Different approaches to measuring consumer
subsidies
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BETTER POLICIES FOR BETTER LIVE!

» What about producer subsidies?
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« Most producer subsidies will not lower domestic fuel prices

except in the case of swing producers (i.e. large oil producers
that can influence oil market price), or where the domestic
market is insulated from international competition.

Moreover, applied import tariffs on fossil fuels are generally
close to zero, so that market price support for producers is not
an issue (unlike in agriculture).

Measures supporting the extraction and refining of fossil fuels
are, however, widespread in resource-rich countries,
pointing to the need for another approach to complement
results obtained through prices.




BETTER POLICIES FOR BETTER LIVES

Fossil-fuel subsidies from a budgetary
perspective: the OECD’s contribution

» To account for support measures that do not lower
domestic fuel prices, the OECD looks at individual
spending programmes and tax breaks and documents
them in an online Inventory.

 The OECD started doing this back in 2010, and work has
since progressed to cover 800 measures in 40
countries.
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BETTER POLICIES FOR BETTER LIVES

The OECD system

for classifying
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SOME FINDINGS FROM OUR
INVENTORY
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POLICIES FOR BETTER LIVES

» On 21 September 2015, the OECD released:

« A brand new report on * An online database of
how fossil fuels are about 800 individual
supported in the OECD support measures

and Key Partners

OECD Companion to
the Inventory of Su uppol ort
easures s

@) OECD.Stat

Welcome to OECD. Stat
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BETTER POLICIES FOR BETTER LIVES

The DotStat database can be accessed at:
www.oecd.org/site/tadffss/data/
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= Other data characteristics
FY starts on 1 October

= Periodicity
start date: 1951

= Power code

units

= Unit of measure used
S Dollar

= Other Aspects
=2 Other comments

Ongoing
USA_TE_03......

= Source
B rame of collection/source

Capital Gains Treatment of Royalties on Coal
(data for 1887 )

= Direct source
ElA (2008), OMB (various years), |IEA.
B2 Source metadata

This tax provision allows individual owners of
coal-mining rights to benefit from the maore
favourable capital-gains tax rate rather than the
regular income-tax regime when earning royalties.
The measure was originally introduced in 1951 to
increase coal production.

This inventory uses production data from the IEA's
Energy Balances to allocate the annual tax
expenditure reported in budget documents to hard
coal and lignite.



http://www.oecd.org/site/tadffss/data/
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BETTER POLICIES FOR BETTER LIVES

» Support overall remains high, at USD 160 billion,
despite signs of decline

= Coal Petroleum Natural Gas = Coal Petroleum Natural Gas
120000 120000 2015 reform in
Mexico accounts End of diesel Indonesia?
for most of the subsidies in > |
1000001 recent decrease %% T ndia
80000 \ 80000 |
60000 | 60000 |
40000 | X 40000 .
OECD countries Non-member economies
(USD millions) (USD millions)
20000 20000 |

0
02005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2007 2008 2009 2010 2011 2012 2013 2014

Trade and Agriculture Directorate | Organisation for Economic Co-operation and Development (OECD) | www.oecd.org/tad | tad.contact@oecd.org




BETTER POLICIES FOR BETTER LIVES

» Some general findings from the OECD Inventory

Support for the consumption of petroleum products
still accounts for the bulk of total support.

Among producer measures, most benefit capital
Investment and the extraction stage.

Tax expenditures represent about 60% of all measures.

Most measures were introduced prior to 2000.
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TTER POLICIES FOR BETTER

» Implications for policy makers

As many subsidies were introduced years or decades ago, itis
probably time for policy makers to reassess their relevance in
today’s context.

Policy coherence requires that producer and consumer
subsidies be considered holistically rather than in isolation.

« While lower oil prices have helped reduce consumer subsidies,
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policy makers now need to make sure reforms are credible and
enduring.

Other better-targeted policy instruments likely exist that would
offer suitable alternatives for meeting the stated policy
objectives of the subsidies.
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BETTER POLICIES FOR BETTER LIVES

Contact us

We look forward to answering any questions you may have!

Access all of the You can reach us via
information about e-mail by sending your
the fossil fuel message to the following
subsidies inventory address:
http://oe.cd/ffss ffs.contact@oecd.org
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