
Area CP3. Fossil fuels

Giorgia Monsignori, Analyst

Transition Pathway Initiative Centre

London School of Economics and Political Science

Assessing Sovereign Climate-related 

Opportunities and Risks (ASCOR) 

Explainer Series



1

ASCOR framework

Emissions Pathways 

(EP)  

EP1. Emissions trends

EP2. 2030 targets

EP3. Net zero targets

Climate Finance 

(CF)

CF1. International climate 

finance

CF2. Climate costing

CF3. Climate spending

CF4. Renewable opportunities

Climate Policies 

(CP)

CP1. Climate legislation

CP2. Carbon pricing

CP3. Fossil fuels

CP4. Sectoral transitions

CP5. Adaptation

CP6. Just transition

Note: ASCOR framework: methodology note - Version 1.1 was used to assess 70 countries in 2024.

https://www.transitionpathwayinitiative.org/publications/2024-ascor-framework-methodology-note-version-1-1
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Why does ASCOR assess the phaseout of fossil fuel 

subsidies and production?

The IEA’s Net Zero Scenario implies no new coal mines and no new upstream oil and gas projects.

According to Intergovenmental Panel on Climate Change (IPCC), removing fossil fuel subsidies would 

reduce global GHG emissions by 10% by 2030.

Fossil fuel subsidies are environmentally harmful and economically inefficient as they distort optimal prices. 

Investing in fossil fuels jeopardises a pathway to 1.5oC. Robust commitments to reduce reliance on fossil 

fuels send a clear signal encouraging the transition to low-carbon energy sources.

The Paris Agreement states that financial flows should be consistent with low-carbon development.

https://iea.blob.core.windows.net/assets/9a698da4-4002-4e53-8ef3-631d8971bf84/NetZeroRoadmap_AGlobalPathwaytoKeepthe1.5CGoalinReach-2023Update.pdf
https://www.ipcc.ch/report/ar6/wg3/downloads/report/IPCC_AR6_WGIII_SummaryForPolicymakers.pdf
https://unfccc.int/sites/default/files/english_paris_agreement.pdf
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What are fossil fuel subsidies?

The International Energy Agency (IEA) 
energy subsidies: “any government action that […] lowers the cost of energy production, raises the price 

received by energy producers or lowers the price paid by energy consumers”

The World Trade Organisation (WTO) 

subsidy: either a financial contribution by a government OR any form of income/price support that 

confers a benefit

Organisation for Economic Cooperation and Development (OECD) 
support: “budgetary transfers and tax expenditures that provide a benefit or preference for fossil fuel 

production or consumption”

The International Money Foundation (IMF)

fossil fuel subsidies: calculated based on price gaps like the IEA’s energy subsidies, but IMF makes a 

distinction between explicit and implicit subsidies

No commonly agreed definition or calculation methodology

https://www.iea.org/topics/fossil-fuel-subsidies#methodology-and-assumptions
https://www.wto.org/english/docs_e/legal_e/24-scm.pdf
https://www.oecd.org/en/topics/fossil-fuel-support.html
https://www.iea.org/topics/fossil-fuel-subsidies#methodology-and-assumptions
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Indicators and metrics

CP3d. Has the country committed not to approve new long-lead-time upstream oil and gas projects?

CP3di. What is the level of oil rents in the country as a percentage of GDP?

CP3dii. What is the level of natural gas rents in the country as a percentage of GDP?

CP3c. Has the country committed not to approve new coal mines?

CP3ci. What is the level of coal rents in the country as a percentage of GDP?

CP3b. Does the country publish an inventory of explicit fossil fuel subsidies?

CP3bi. How much is spent annually on explicit fossil fuel subsidies as a percentage of GDP?

CP3a. Has the country committed to a deadline by which to phase out fossil fuel subsidies?

CP3ai. By what year has the country committed to phase out fossil fuel subsidies?
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How does ASCOR assess fossil fuel phaseouts?

To align with the principle of common but differentiated responsibilities, low-income countries are exempt 

on this area and middle-income countries are exempt on certain indicators.

When assessing this area, we rely on legislative and executive documents, UNFCCC submissions (e.g. 

Nationally Determined Contributions) and National Energy and Climate Plans. We use International 

Monetary Fund (IMF) and World Bank (e.g. coal rents) data for the quantitative metrics.

ASCOR assesses commitments to phase out fossil fuel subsidies and the transparency on existing fossil fuel 

subsidies. Additionally, we assess bans on new coal, oil and gas production. 

Our analysis goes beyond international phaseout statements (e.g. G7, G20) and instead assesses national 

commitments that involve a higher level of accountability.

https://unfccc.int/NDCREG
https://commission.europa.eu/energy-climate-change-environment/implementation-eu-countries/energy-and-climate-governance-and-reporting/national-energy-and-climate-plans_en
https://www.imf.org/en/Topics/climate-change/energy-subsidies
https://www.imf.org/en/Topics/climate-change/energy-subsidies
https://data.worldbank.org/indicator/NY.GDP.COAL.RT.ZS
https://www.mofa.go.jp/files/000160266.pdf
https://g7g20-documents.org/database/document/2009-g20-usa-leaders-leaders-language-g20-leaders-statement-the-pittsburgh-summit
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2024 assessment results

Note: The number of countries assessed against each indicator is specified next to each bar.

16%

40%

18%

16%

84%

60%
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84%

62

43

33

37

Yes No

CP 3.a Has the country committed to a deadline by which to phase out 
fossil fuel subsidies?

CP 3.b Does the country publish an inventory of explicit fossil fuel subsidies?

CP 3.c Has the country committed not to approve new coal mines?

CP 3.d Has the country committed not to approve new long-lead-time 
upstream oil and gas projects?
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Emerging good practices

Stating phaseout commitments in legislative or executive documents strengthens accountability.

➢ Portugal set a deadline to phase out fossil fuel subsidies by 2030 in its Basic Climate Law.

Commitments to phase out fossil fuel subsidies need to close the loophole of “inefficient fossil fuels 
subsidies” with transparent definitions.

➢ Canada established guidelines to identify “inefficient” fossil fuel subsidies.

Published inventories of fossil fuel subsidies allow investors to track progress of phaseout commitments.

➢ Italy and Germany are among the countries that publish annual subsidy inventories.

Banning fossil fuel exploration and extraction aligns the energy sector with the low-carbon transition. 

➢ France, Spain and Sweden introduced such bans for coal, oil and gas.  

https://diariodarepublica.pt/dr/detalhe/lei/98-2021-176907481
https://www.canada.ca/en/services/environment/weather/climatechange/climate-plan/inefficient-fossil-fuel-subsidies/guidelines.html
https://www.mase.gov.it/sites/default/files/archivio/allegati/sviluppo_sostenibile/Catalogo_sussidi_ambientali_2022.pdf
https://www.bundesfinanzministerium.de/Content/DE/Downloads/Broschueren_Bestellservice/29-subventionsbericht.pdf?__blob=publicationFile&v=8
https://www.legifrance.gouv.fr/codes/id/LEGIARTI000045589503/2022-04-15/
https://www.boe.es/diario_boe/txt.php?id=BOE-A-2021-8447
https://www.riksdagen.se/sv/dokument-och-lagar/dokument/svensk-forfattningssamling/miljobalk-1998808_sfs-1998-808/
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Fossil fuel-dependent economies
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www.ascorproject.org

www.transitionpathwayinitiative.org/ascor

gri.ascor@lse.ac.uk

Stay up to date on the ASCOR project:

www.ascorproject.org

Access the ASCOR tool and database:

www.transitionpathwayinitiative.org/ascor

Contact:

gri.ascor@lse.ac.uk

http://www.ascorproject.org/
http://www.transitionpathwayinitiative.org/ascor
mailto:gri.ascor@lse.ac.uk
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gri.ascor@lse.ac.uk

Assessing Sovereign Climate-related Opportunities and Risks (hereinafter referred to as “ASCOR”) is an 

investor-led project to develop a publicly available, independent tool that assesses countries on climate 

change. The Transition Pathway Initiative Centre (“TPI Centre”) at the London School of Economics and 

Political Science(“LSE”) is the ASCOR academic partner.  

The ASCOR framework is for illustrative research education purposes only. The ASCOR or any related 

material hosted on the website does not constitute any advice (including investment, legal, accounting or 

tax advice) or an investment instrument. The LSE, TPI Centre and ASCOR supporting partners are not 

responsible for the content of the website and information resources that may be referenced herein, 

including any third-party sources. The access provided to these sites and the provision of such resources do 

not constitute an endorsement by the LSE, the TPI Centre, ASCOR or its partners of the information 

contained therein and of the resulting sovereign assessments. Unauthorised use of the materials published 

herein is strictly prohibited. The LSE, TPI Centre and ASCOR does not accept any responsibility for any 

prohibited, restricted or unauthorised use of the materials published herein. All liability in this respect is 

excluded. Additionally, ASCOR, TPI Centre, the LSE and its partners are not responsible for any errors or 

omissions, for any decision made or action taken based on information on this website, or for any loss or 

damage arising from or caused by such decision or action. All information is provided “as-is” with no 

guarantee of completeness, accuracy or timeliness, or of the results obtained from the use of this 

information, and without warranty of any kind, expressed or implied.

ASCOR and its partners do not require or seek collective decision making or action with respect to 

acquiring, holding or selling sovereign debt instruments. Any such decision shall be solely based on 

investors’ discretion and made in their individual organisation’s capacities and in accordance with their 

industry practice(s). This means that users of the information provided by ASCOR are responsible for their 

own investment analysis and decisions and must always act completely independently to set their own 

strategies, policies and practices based on their own best interests and commercial interests.

Furthermore, the use of ASCOR information for engagement tools and tactics with sovereigns (whether bi-

laterally or collaboratively) is at the discretion of individual investors. Even the exchange of information in 

the context of collaboration can give the appearance of a potentially unlawful agreement; it is important 

to avoid exchanging information that might result in, or appear to result in, a breach of corporate or 

competition law. Investors must avoid coordination of strategic behaviour between competitors that 

impacts or is likely to impact competition.

During such engagements, investors may not claim to represent ASCOR and its partners, including the TPI 

Centre, the LSE that in consultation with ASCOR investor partners, curated the development of the ASCOR 

framework and of the indicators to assess transparently the progress made by governments in managing 

the low-carbon transition and the impacts of climate change. 

Notwithstanding any terms and conditions set out herein, the ASCOR data:

• Is licenced for internal and non-commercial purposes only, including for research, as one of the inputs to 

inform portfolio construction, for financial decision-making including cases of lending and underwriting, 

for engagement and client reporting, for use in proprietary models as part of climate transition analysis 

and active investment management (subject to exclusions noted above)

• Subject to prior written consent, may be used for further commercial exploitation through redistribution, 

derived data creation, analytics, and index or fund creation (inclusive of where the index is used as the 

basis for the creation of a financial product, or where ASCOR data is a key constituent of a fund’s 

construction).

Notwithstanding any other provision set out herein, none of the ASCOR data or information published on 

this website may be reproduced or made available by you to any other person except that you may 

reproduce an insubstantial amount of the ASCOR data or information for the uses permitted above. The 

ASCOR data and information may not be used in any way other than as permitted above. If you would like 

to use any such data or information in a manner that is not permitted above, you will need the LSE TPI 

Centre’s prior written permission. In this regard, please email all enquiries to: gri.ascor@lse.ac.uk.

Disclaimer

mailto:gri.ascor@lse.ac.uk
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