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Context

N
Impacts of COVID-19
*Economic impact
«Social impact
Y,
. N
Goals of a sustainable recovery
*Increase or restore well-being
*Mitigate climate change
*Increase resilience
Y
. N
This paper
*Tracks policy changes in carbon pricing since the start of COVID-19 (01/20 — 08/21)
*|dentifies additional challenges to and rationale for carbon pricing related to COVID-19
*Discuss policy design options to overcome challenges
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Carbon pricing in the economic recovery

State of Play

Purpose: Tracking policy changes in carbon pricing since the start of COVID-19

How?
L liss ©0eo
B

Desk research & country interviews

Which countries?

47 OECD & G20 Countries

When?

i

January 2020 — August 2021

Which instruments?
é

ETS, energy, carbon and
aviation taxes, reforms to FFS

What?

o

Number of policy changes

What not?
XL

&

Expected impact on GHG
emissions




Carbon pricing in the economic recovery
State of Play
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Carbon pricing in the economic recovery
State of Play
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Sub-national carbon pricing trends during COVID-19

CATEGORISATION

Tl'emporary measure Temporary measure No
with climate positive with negative climate
Change
effect effect
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Patterns of climate-positive and negative changes

: : Share of temporary and permanent policy
C“mt_ate C“m?te changes by expected climate effect
oSsitive negative
P J 100%

' ) : : 90%
41 (+7) 58 (+12) ,
changes changes 80%
L J . J 70%
’ ) g ) 60%
Permanent Tlme;jllmlte 50%
. J q J 40%
‘ * r ) 30%
Planned
pg_aggs/?[) during 20%
: ) .~ COVID 10%
4 A e ) 0%
Broad Narrow Climate-positive Climate-negative
scope scope Ml Permanent (%) [ Temporary (%)
\ J . J




»

Carbon pricing in the economic recovery
State of Play

Carbon pricing trends Jan 20 — Aug 21
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Actual and potential revenues from carbon pricing

Revenues from pricing energy-related CO, emissions in 2018
EUR 30CO, benchmark

Revenue potential
across all

OECD+G20
N ountries = 1.88%

Share of GDP

M actuai revenue  Epotential revenue

Source: Marten and van Dender (2019)



Design options: Revenue recycling

Public support for carbon pricing depending on recycle mechanisms

W Strongly oppose @ Somewhat oppose  Olndifferent @ Somewhat support @ Strongly support
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Source: OECD (forthcoming): OECD Economic Surveys: Denmark 2021



Actual revenue use of carbon pricing instruments

Use of revenue from carbon pricing by policy instrument

100%
90%
80%
70%
60%
50%
40%
30%
Source: based on Marten and

20% van Dender (2019)
10%

0%

Energy tax
M General budget ® Returned to households and firms
® Investment in low-carbon infrastructure ® Other




>> Outline

Key takeaways




Key takeaways

Carbon pricing landscape changed substantially between Jan 20 - Aug 21

» Climate-positive changes were mostly permanent, planned before COVID-19, broader in scope

* Climate-negative changes were mostly time-limited measures, due to COVID-19, narrower in
scope

» Sub-national changes in carbon pricing shows similar pattern

Progress on carbon pricing has been mixed

« COVID-19 did not derail planned implementation or increase of CP
» Some countries announced new or strengthened CP to date
* Few countries have explicitly integrated CP into recovery packages

Potential revenue from carbon pricing is substantial

* EUR 30/tCO,, carbon price would raise revenue worth >1.75% of GDP in OECD+G20
* Revenue recycling mechanisms crucially influence political acceptability of carbon pricing
* Actual revenue use differs substantially across instruments
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Thank you for your attention

Contact:
Daniel.Nachtigall@OECD.org
Jane.Ellis@OECD.org
Sofie.Errendal@OECD.org
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