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PHASING OUT FOSSIL 
FUEL SUBSIDIES &  
RE!ORIENTING PUBLIC 
FINANCE

2

It has been more than eleven years since Canada 
first committed to phase out ine!cient fossil fuel 
subsidies under the G20. Since then, the subsidy 

file has shifted substantially. International leaders 
and experts, such as the Executive Director of the 
International Energy Agency (IEA)17 and the Secretary-
General of the UN,18 have stressed that net-zero is not 
possible without removal of fossil fuel subsidies and an 
end to public finance for fossil fuels. Both are critical 
to ensure a climate-safe future, avoid undermining 
positive climate policies, and free up capital to 
transition to a low-carbon economy. Full progress on 

17  Fiona Harvey, “No new oil, gas or coal development if world is to reach net zero by 2050, says world 
energy body.”
https://www.theguardian.com/environment/2021/may/18/no-new-investment-in-fossil-fuels-demands-top-
energy-economist 
18  UN News, “End Fossil Fuel Subsidies, Bolster Funding for Renewable Energy Particularly in Africa, 
Secretary-General Tells Round Table on Clean Power Transition.” https://www.un.org/press/en/2021/
sgsm20530.doc.htm Ph
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this file will require collaboration and work with the provinces 
and territories to address fossil fuel subsidies at the subnational 
level.
About 50,500 jobs in the Canadian oil and gas industry have been lost since 2014 and the 
industry is no longer a stable source of employment, pointing to an urgent need to support 
workers through economic diversi!cation and just transition [see recommendation on Just 
Transition, later in this document], from which subsidies hold us back.19 Subsidies that may 
appear to have environmental or social bene!ts can still distort the market, prolong fossil 
fuel production, worsen pollution, and create signi!cant opportunity costs (including 
for just transition)—which is why it is critical that the government transparently assess 
subsidies against robust economic, social and environmental criteria.
Despite progress on phasing out several tax measures,20 Canada remains the slowest 
to phase out overall support for fossil fuels among G20 OECD countries.21 Canada’s 
progress on the G20 subsidy peer review with Argentina is signi!cantly behind schedule 
and approaching the three year mark; past peer reviews have taken 12-18 months. 
"e Department of Finance has not yet provided details on which tax measures are 
being assessed and ECCC has not yet provided an update on the results from the 2019 
consultations on non-tax subsidies.22 

Subsidy levels
In the context of the pandemic, federal fossil fuel subsidies jumped threefold from 
$600 million in 201923 to $1.9 billion in 2020, not including tax provisions, subsidies 
for the Trans Mountain project, or credit support such as through Export Development 
Canada (EDC).24 While the largest of these measures (for well clean-up) had links to 
environmental and employment bene!ts, the government must ensure future clean-up 
costs are borne by industry in order to respect the polluter pays principle and not lock 
taxpayers into covering costly future liabilities. 

Public finance 
A recently released report and scenario from the IEA demonstrates that if we are to 
achieve net-zero, no new investments can be provided for fossil fuels starting this year.25 
Currently, Canada is the second largest provider of public !nance to oil and gas in the 
G20.26 From 2016-2020, EDC provided an average of $13.3 billion in government-backed 

19  Jim Stanford, “Employment Transitions and the Phase-Out of Fossil Fuels.” https://centreforfuturework.ca/wp-content/
uploads/2021/01/Employment-Transitions-Report-Final.pdf 
20   Environmental Defence, “#StopFundingFossils: New poll shows Canadians want to end public subsidies for oil and gas 
companies.” https://environmentaldefence.ca/report/stopfundingfossils/ 
21  Anna Geddes et al., “Doubling Back and Doubling Down: G20 scorecard on fossil fuel funding.” https://www.iisd.org/
publications/g20-scorecard
22  O#ce of the Auditor General of Canada, “2019 Spring Reports of the Commissioner of the Environment and 
Sustainable Development to the Parliament of Canada: Report 4—Non-Tax Subsidies for Fossil Fuels—Environment and 
Climate Change Canada.” https://www.oag-bvg.gc.ca/internet/English/parl_cesd_201904_04_e_43310.html 
23  Vanessa Corkal, Julia Levin, & Philip Gass, “Canada’s Federal Fossil Fuel Subsidies in 2020.” https://www.iisd.org/library/
canada-fossil-fuel-subsidies-2020
24  Vanessa Corkal, ”Federal Fossil Fuel Subsidies in Canada: COVID-19 edition.” https://www.iisd.org/publications/fossil-
fuel-subsidies-canada-covid-19
25  International Energy Agency, “Net Zero by 2050: A Roadmap for the Global Energy Sector.” https://www.iea.org/reports/
net-zero-by-2050 
26  Page 20 of Bronwen Tucker, Kate DeAngelis, “Still Digging: G20 governments continue to !nance the climate crisis.” 
http://priceofoil.org/content/uploads/2020/05/G20-Still-Digging.pdf, with 2019 and 2020 data added.
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!nancial support to oil and gas companies each year.27 EDC’s updated 2021 climate 
change policy seeks a 40% decrease of its exposure to the most carbon-intensive sectors 
by 2023.28 "ere is signi!cant concern about the lack of exclusionary policies for fossil fuel 
investments, particularly given EDC’s history in !nancing the industry domestically.

Potential for emerging subsidies
Lastly, as the government rolls out its national hydrogen strategy, decisions about Canada’s 
future role in the emerging hydrogen economy must be made. "e oil and gas sector 
continues to push for governments to invest in fossil fuel derived hydrogen as a way to 
search for a new market for their products as the world transitions away from oil. So-
called “blue” hydrogen is not free of carbon emissions and relies on carbon capture and 
storage (CCS) technology, which is still immature and prohibitively expensive. Emphasis 
on blue hydrogen delays the urgent transition to renewable (green) hydrogen. "e urgency 
of the climate crisis and the need for rapid emissions reductions means new government 
investments must be focused on carbon-free energy systems. It is critical that newly 
announced funding measures, such as the $1.5 billion for the Low Carbon and Zero-
Emissions Fuels fund, prioritize renewable hydrogen, to remain competitive in global 
markets and avoid lock-in of emissions-producing assets.29

In Budget 2021, the government also introduced a tax credit for capital invested in CCS, to 
come into e$ect in 2022. At minimum, under the new tax credit, we support an approach 
that ensures no credit is given for enhanced oil recovery projects. It is crucial that the tax 
credit for CCS does not incentivize fossil fuel production by lowering its production cost. 

27  Karen Hamilton, Julia Levin, & Bronwen Tucker, “Export Development Canada’s role in bailing out the oil and gas 
sector.” https://environmentaldefence.ca/report/exportdevelopmentcanada_oil_bailout/
28  EDC  “Background: EDC Net Zero 2050.” https://www.edc.ca/content/dam/edc/en/non-premium/edc-net-zero-
emissions-2050.pdf
29  For examples, see: Agora Energiewende. (2020). Towards a climate-neutral Germany. https://www.sti%ung-klima.de/
app/uploads/2020/10/KNDE_Executive-Summary_EN_WEB.pdf
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RECOMMENDATIONS FOR BUDGET 2022

Recommendations: 
1. Commit to not introducing any new subsidies for fossil fuels, which includes ensuring 

that !nancial support for hydrogen is prioritized for renewable (green), not fossil fuel-
based (blue or grey) hydrogen. [FIN, NRCan, ISED, ECCC]

2. Phase out fossil fuel subsidies on an ambitious timeline with robust de!nitions:  
a.  Complete a transparent G20 peer review with Argentina, using internationally 

agreed upon de!nitions and robust criteria for “e#ciency” that align with Canada’s 
climate commitments. If completing the review is delayed due to the partner 
country, Canada should publish the results of its self-review by fall 2021. [FIN, 
ECCC]

b.  Develop and publish a roadmap in 2021-22 to exceed Canada’s commitment to 
phase out ine#cient fossil fuel subsidies by 2025. [FIN, ECCC]

c.  Release clear, detailed information on amounts of all federal fossil fuel subsidies 
on an annual basis. Provide transparent and detailed data on COVID-19 support 
provided to fossil fuel producers, including that from federal credit agencies. [FIN]

3.  Re-orient public !nance, particularly from Export Development Canada [FIN, GAC]:
a.  End Export Development Canada’s support for fossil fuels in the short term 

(including through the Canada Account) by developing robust exclusionary 
policies;

b.  Align EDC’s entire portfolio with Canada’s climate commitments and a 1.5 degree 
scenario. Substantially improve EDC’s target for reducing carbon-intensive 
investments;

c.  Create robust targets for climate-focused investments in order to support the 
transition to clean energy; and 

d.  Increase transparency on transactions, including COVID-19 related spending, 
conditions applied, and GHG emissions associated with investments. 
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Marc-André Viau – maviau@equiterre.org 


