Decreasing the use of fossil fuel subsidies is key to climate change solvency.
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Impacts of Subsidy Reform¶ Raising fuel prices to their fully efficient levels reduces projected global fossil fuel CO2 emissions 36 percent below baseline levels in 2025—or 32 percent below 2018 emissions. This reduction is in line with the 25-50 percent reduction in global GHGs below 2018 levels needed by 2030 to be on track with containing global warming to the Paris goal of 1.5-2C. Globally, around 74 percent of the CO2 reduction comes from reduced use of coal, while 21 and 3 percent respectively are from reductions in consumption of petroleum and natural gas.
Full price reform raises revenues of $4.2 trillion, 3.8 percent of global GDP, in 2025 (relative to baseline levels and accounting for revenue losses due to erosion of pre-existing fuel tax bases). Revenue gains vary substantially across regions, largely mirroring the distribution of (explicit and implicit) subsidies. The revenues generated by full price reform in 121 EME and developing countries in 2025 would amount to $3 trillion, which is broadly in line with their additional spending needs for Sustainable Development Goals.
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