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Background to Recommendation 6

= Governments can provide incentives to producers and consumers to either mitigate or
exacerbate the effects of production and consumption on the climate

= Subsidies are one of the policy tools available to tackle climate change, including through
reducing subsidies to discourage activities that have a negative impact on the climate,
and/or introducing or increasing subsidies to encourage activities that have a less harmful
or positive effect on the climate

= Objective of Recommendation 6 is to develop comparable indicators on climate-sustaining
and climate-damaging government subsidies.

PEOPLE, PLANET, ECONOMY DELIVERING INSIGHTS FOR ACTION ‘ 4




Background to Recommendation 6

= G20 economies are encouraged to report the total annual value of general government
and central government climate-sustaining and climate-damaging subsidies in
percent of GDP and in percent of total government expenditure, within 12 months of
reference period — starting from end-2025

= There are currently no definitions of climate-impacting subsidies and so starting point is the
definitions of environmental subsidies in existing statistical standards (SNA, GFSM 2014,
SEEA CF)

= Definitions, methodological guidance and reporting templates will be developed, which will
build on existing work in the area of climate and environmental subsidies.

PEOPLE, PLANET, ECONOMY DELIVERING INSIGHTS FOR ACTION ‘ 5




Stock-taking survey .
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Workplan

Design: Conduct stocktaking survey to establish methodologies in use and data availability across G20 and 2023 Q2
participating economies.

Design: Virtual workshop with G20 economies 2023 Q2

Design: IAG Lead Agencies, in collaboration with relevant stakeholders, prepare a draft methodological 2023 Q3

framework and compilation guidance.

Design: Virtual workshop with G20 economies to review draft methodological framework and compilation 2023 Q3

guidance

Process: Virtual focus groups to assist with the development of experimental estimates 2023 Q4 to 2024 Q3

Design: In-person workshop with G20 further elaborate the methodological framework and compilation guidance 2024 Q2

Process: G20 and participating economies compile experimental estimates of climate impacting subsidies. 2024 Q2 to 2025 Q2
Design: Update and consultation of draft methodological framework and compilation guidance 2024 Q4
Design: IAG Lead Agencies finalize methodological framework and compilation guidance 2025 Q1

Process: Regional / country workshops with G20 and participating economies to share country experience and 2025 Q2
assist with the implementation of estimating climate impacting subsidies

Dissemination: G20 and participating economies compile and disseminate data on climate impacting subsidies. 2025 Q2 onwards
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Stock-taking Survey

= Completed by 12 countries (10 G20 with Switzerland and Netherlands)
= Divided into three sections:
» Section 1: Climate subsidies or other transfers provided by governments
* Looking at existence of policies/schemes that could be climate-impacting
» Section 2: Data compilation and dissemination of climate subsidies
« Data on existing policies/schemes that could be climate-impacting
» Section 3: Recommendation 6 and climate-impacting subsidies

«  Seeking views on definitions for climate-impacting subsidies

PEOPLE, PLANET, ECONOMY DELIVERING INSIGHTS FOR ACTION ‘ 8




What are subsidies?

= Statistical manuals define subsidies as “current unrequited payments that government
units, including non-resident government units, make to enterprises on the basis of the
levels of their production activities or quantities or values of the goods and services that
they produce, sell or import”

= Subsidies are typically intended to influence the production or supply of goods and services
for policy purposes by altering prices - meaning that government interventions can go
beyond statistical definitions of subsidies — typically other transfers or tax expenditures

= Survey asked respondents to include policies and data that go beyond the statistical
definition of subsidies (other transfers, tax expenditures)

= |n addition to direct subsidies, respondents were asked to consider ‘indirect’ subsidies —
government using laws or regulation to instruct one sector of the economy to subsidize
another sector
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Key Points

= Most countries do not have or use national definitions of climate-sustaining or climate-damaging
subsidies

= Data on specific subsidies/schemes that could be climate-impacting are published in some
cases and are generally not in line with statistical definitions

= Main challenges faced by countries in compiling and disseminating these data are:
= Resources and funding
= Lack of definitions and guidance

80% of respondents believe definitions and compilation methods should be based on existing
statistical guidance

Countries noted that there are some overlapping areas of work and international organizations
should coordinate and use existing programs/data where available
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Section 1: Climate Subsidies or Other Transfers Provided by Governments

Climate-sustaining subsidies

Does your government directly Do these subsidies or other Does your government indirectly Does your government
provide subsidies or other transfers meet the statistical provide subsidies or other transfers with incentivize activities which
transfers with the aim of definition of subsidies? the aim of preserving or protecting the preserve or protect the
preserving or protecting the environment, by requiring one section of environment by providing tax

climate? the domestic economy to make reliefs or similar (e.g., through
payments (in cash or in-kind)? tax expenditures)?
mYes ®No mYes mNo mYes mNo mYes ®No

11%
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Section 1: Climate Subsidies or Other Transfers Provided by Governments

Climate-damaging subsidies

Does your government directly Do these subsidies or other Does your government indirectly Does your government
provide subsidies or other transfers meet the statistical provide subsidies or other transfers incentivize activities that, in your
transfers that, in your view, definition of subsidies? that, in your view, result in harmful view, result in harmful impacts

result in harmful impacts on the impacts on the environment, by on the environment, by providing

climate? requiring one section of the domestic tax reliefs or similar (e.g.,
economy to make payments (in cash or through tax expenditures)?
in-kind)?
mYes ®No mYes mNo mYes mNo mYes mNo

11%

PEOPLE, PLANET, ECONOMY DELIVERING INSIGHTS FOR ACTION ‘ 12




Section 2: Data Compilation and Dissemination of Climate Subsidies

Does your government compile and/or publish
any data or statistics on any of the subsidies
that you noted in section 1?

Climate-sustaining Climate-damaging
subsidies subsidies

mYes mNo mYes mNo

22%
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Statistics are usually on individual
schemes and no comprehensive lists
exist;

Generally, not in line with statistical
definitions

Timeliness and frequency varies
between countries

In some cases, published as part of
SDG Indicators and IMF Climate
Indicators Dashboard
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Section 2: Data Compilation and Dissemination of Climate Subsidies

Challenges faced by countries in compiling and dissemination climate-impacting
subsidies and support required:

- countries require more resource and time to identify climate-
impacting subsidies, their data sources and build expertise.

- in some cases, data sources may be of lower quality, difficult to obtain and
politically sensitive

. clear definitions of climate-impacting subsidies were needed
from international organizations as well as access to advice in applying the conceptual
guidance.

- international organizations should build on existing data collection and

dissemination programs in place e.g. Sustainable Development Goals
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Section 3: Recommendation 6 and Climate-Impacting Subsidies

Does your country define Do you agree that the definitions * “Concepts,
cllr_n.:—_lte-l_mpactlng gnd compllatlon metho_ds qf what definitions and
subsidies in any legal is a subsidy and what is climate- L
framework, policy, budget impacting should be based on compilation
or other official document? existing statistical guidance where methods should
available? be based on
ves mNo vee whe internationally
agreed and
recognized
macroeconomic
and environmental
Statistical
standards and
guidance”
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Section 3: Recommendation 6 and Climate-Impacting Subsidies

Other feedback provided:

¢ International organizations need to coordinate better as there are different initiatives in the
same area — such as DGlI, SDG and EU initiatives.

e There are several definitions of climate indicators (brown vs green, inefficient fossil fuels
etc.) which are sometimes similar in coverage and in some other cases contradictory,
creating confusion for compilers and impacting the overall credibility and usefulness of
these statistics for policy making. Robust guidance is needed.

e A mini compilation guide covering definitions, concepts and a dedicated classification
system with clear inclusions/exclusions, would be useful.

e Definitions should be included in the updated GFSM / SNA.

e Need to consider the potential burden on the compiler in order to determine whether a
“subsidy” is damaging or sustaining for the climate. In many cases this is a matter of
interpretation and can vary greatly.
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Workplan

Design: Conduct stocktaking survey to establish methodologies in use and data availability across G20 and 2023 Q2
participating economies.

Design: Virtual workshop with G20 economies 2023 Q2

Design: IAG Lead Agencies, in collaboration with relevant stakeholders, prepare a draft methodological 2023 Q3

framework and compilation guidance.

Design: Virtual workshop with G20 economies to review draft methodological framework and compilation 2023 Q3

guidance

Process: Virtual focus groups to assist with the development of experimental estimates 2023 Q4 to 2024 Q3

Design: In-person workshop with G20 further elaborate the methodological framework and compilation guidance 2024 Q2

Process: G20 and participating economies compile experimental estimates of climate impacting subsidies. 2024 Q2 to 2025 Q2
Design: Update and consultation of draft methodological framework and compilation guidance 2024 Q4
Design: IAG Lead Agencies finalize methodological framework and compilation guidance 2025 Q1

Process: Regional / country workshops with G20 and participating economies to share country experience and 2025 Q2
assist with the implementation of estimating climate impacting subsidies

Dissemination: G20 and participating economies compile and disseminate data on climate impacting subsidies. 2025 Q2 onwards
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Virtual Workshop: May 30-31

= Aim of the workshop was to take stock of existing data and initiatives, and provide an opportunity to
participating economies to share their work in this area and discuss specific challenges in meeting the
recommendations. Results of the stock-taking survey were also presented.

= Key outcomes for recommendation 6:

« Scope of indicators to yet be agreed — restrict to only subsidies as defined in statistical manuals, or
include other transfers, indirect/induced subsidies and tax expenditures?

« Clear support for basing indicators on existing statistical guidance
- Consistency between Recommendations 6 and 7 — including definition of ‘climate’ and data sources

- Different approaches may be needed to define climate-sustaining and climate-damaging given intent of
government policy vs impact

* Important to involve other agencies already working in this space and for international organizations to
coordinate well across different initiatives
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Way Forward
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Proposal for Way Forward—Task Team Lead Agencies to Develop Definition
and Classification for Climate Subsides

= Take stock of existing efforts and progress related to measurement of climate-
related subsidies.

« Using existing classification structures as the foundation but applying definitions which help aggregate
across traditional classification systems

» Propose a workable definition of climate-related subsidies (possibly layering a matrix approach) and receives
G20 feedback through written consultation as immediate next step.

Climate Climate Climate

damaging

Type of support sustaining sustaining
(direct) (indirect)

Direct subsidies (budgetary transfers) _ _
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Next Steps

Design: IAG Lead Agencies, in collaboration with relevant stakeholders, prepare a draft
methodological framework and compilation guide.

= |AG lead agencies to prepare draft definitions of subsidies and what is meant by climate-
related to be shared with wider Task Team for review by end-September

= |AG lead agencies to prepare draft methodology and compilation guide, to be shared
with wider Task Team for review by end-December

= Consultation and update of draft methodology and compilation guide (2024Q1)

= Second virtual workshop to review and discuss draft methodology and compilation guide
(2024Q2)
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Updated Workplan

Design: Conduct stocktaking survey to establish methodologies in use and data availability across G20 and
participating economies.

Design: Virtual workshop with G20 economies

Design: IAG Lead Agencies, in collaboration with relevant stakeholders, prepare a draft methodological

framework and compilation guidance.

1. IAG lead agencies to prepare draft definitions of climate-related subsidies and share with wider task team for
review

2. IAG leads to prepare draft methodology and compilation guide, and share with wider task team for review

Design: Consultation and update of draft methodology and compilation guide

Design: In-person workshop with G20 further elaborate the methodological framework and compilation guidance
Process: G20 and participating economies compile experimental estimates of climate impacting subsidies.
Design: Update and consultation of draft methodological framework and compilation guidance

Design: IAG Lead Agencies finalize methodological framework and compilation guidance

Process: Regional / country workshops with G20 and participating economies to share country experience and
assist with the implementation of estimating climate impacting subsidies

Dissemination: G20 and participating economies compile and disseminate data on climate impacting subsidies.
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2023 Q2

2023 Q2
2023 Q3 to 2023 Q4

end-September

end-December
2024 Q1

2024 Q2
2024 Q2 to 2025 Q2
2024 Q4

2025 Q1
2025 Q2

2025 Q2 onwards
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Thank You!
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