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20 countries not
only account for a
significant share of
global population, but
also contribute massive amounts
of greenhouse gas emissions. They
must, therefore, take concrete actions
to phase out fossil fuels from their
economies. However, such an energy
transition needs to be just. The
imperatives are: to tackle the dominance
of fossil

fuel-dependent regimes,

diversify economies, provide transition

finance, and improve international
coordination. This Policy Brief makes
three recommendations for the G20:
improvements in governance to shift
energy regimes towards a low-carbon
pathway; pursue strategies to diversify
economies, using an appropriate
mechanism for transition finance; and
coordinating and synchronising global
efforts on just energy transitions. All
three strategies can help in achieving
just and inclusive transitions away from

fossil fuel-based economies.

ABSTRACT



p
The Challenge




o limit the rise in global
temperature to 1.5°C
above pre-industrial levels,
the world must halve CO,
emissions and achieve net-zero by
mid-century.” For this, 93 countries that
contribute more than three-quarters
of global greenhouse gas emissions
have declared their net-zero targets.?
With 78 percent of emissions coming
from the energy sector, it is critical to
phase out fossil fuels—i.e., coal, oil,
and gas—to meet this goal.®* Yet,
governments worldwide are planning on
producing more than twice the amount
of fossil fuels in 2030—this would be
inconsistent with the 1.5°C target.®
Moreover,  decarbonisation  efforts
in the energy sector are often solely
focused on reducing carbon emissions
and neglect socio-economic issues.®
A paradigm shift on just and inclusive
energy transition needs to take place

at the local, national, and global levels.

Realising a just energy transition
will mean that the move towards a
low-carbon energy system, and the
distribution of its costs and benefits,
must be done fairly and equitably.” Such
a shift could drive the post-pandemic
recovery in a more sustainable and

inclusive way.

Countries face several barriers to a
just energy transition. First, the current
energy regime still caters to the fossil-
based economy, with unclear mandates
and policy incoherence for a just energy
transition.® Second, fossil phase-out
will mean a significant shift in economic
structures, especially for fossil-
dependent countries and regions, due
to loss of revenue and jobs and changes
in the structure of the labour market.%°
Finally, at the international level,
efforts and goals are not sufficiently
harmonised, which makes it challenging

to monitor progress and synchronise

policymaking.
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The G20’s Role




he G20 countries contribute
more than 83 percent of
global greenhouse gas

emissions, and 19 of the
20 member countries have net-zero
pledges in place. Since 76 percent of
their emissions come from the energy
sector,’® it is clear that to achieve their
net-zero ambitions, G20 countries must
phase down and phase out fossil fuels
in a timely manner. This is especially
crucial as, globally, the G20 countries
produce 85 percent of coal, 64 percent
of crude oil, and 65 percent of fossil
gas.' At the same time, G20 countries
have shown a degree of commitment
to a shift towards clean energy, with 29
percent of their energy mix coming from
renewable energy sources in 2021, an

increase from 19 percent in 2010.™

Indonesia’s

Moreover,

Presidency in 2022, the G20 adopted

during

the Bali Energy Transition Roadmap
which laid out key priorities for a just
energy transition, including clean energy
technology, energy access, and finance
and investment. To implement these
priorities, the G20 countries pledged
to adopt principles and guidelines to
move towards just and inclusive energy
transition. The recommendations in
this Policy Brief feed directly into that
mandate, whereby G20 countries can
take a lead on the pathway to a just

energy transition.

THE G20’S ROLE



-
Recommendations

to the G20




0 address the challenges
outlined above, we
highlight  three areas
that G20 countries
should consider when planning and
implementing a just energy transition.
The recommendations are geared

towards:

e improving the governance process

at the national and local levels;

* investing in economic diversification
in fossil-dependent countries and

regions; and

e streamlining international efforts to

realise just energy transitions.

Recommendation 1:
Improve the governance
process for just energy
transition at the national
and local levels.

While some may argue that sustainability
transitions can take decades, if not
centuries, to materialise,’® it is possible
to accelerate the process."” Political
will and commitment is key to doing
so, alongside instituting appropriate
governance system.'® In the case of
energy transition, the current governing

structures in the energy sector must

shift, because many of them are
designed for utilising fossil fuels that
are carbon-intensive and undermine
the deployment of low-emission energy

solutions.™

For instance, despite the 2021 Glasgow
Climate Pact that commits signatories
to phasing out inefficient subsidies,
countries still spend huge sums on fossil
subsidies, particularly in 2022 when
fossil fuel prices became volatile due to
geopolitical conflict and the demands
of post-pandemic recovery.?’ Although
such measures could help cushion the
impacts of a crisis, governments should
target the interventions to the groups
and sectors that most need them, such
as through direct cash transfers for the
most vulnerable and tax reductions for

small enterprises.?'??

The shift of an energy regime can take
the form of a collaborative governance
structure that holds the main authority
to lead and coordinate efforts towards
transition.?®> Depending on the country
context, G20 states could establish
a specific multi-ministerial task force
or joint working groups between
government  and non-government

stakeholders that will be mandated

to coordinate just energy transition
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efforts. Establishing a clear governance
structure and process can help clarify
the roles and responsibilities of the
actors involved in the transition, and
avoid working in silos. With a specific
mandate, this new regime would need
to be explicit about the rules, modes
of engagement, and decision-making
processes—all  developed through

collaborative dialogues.?*

To ensure inclusion and accountability,
the entire governance process must
be democratic and transparent.
Governments should involve diverse
stakeholders, such as civil society
groups, academics, private sector
actors, and international organisations.
Taking an example from labour issues in
just transition, the International Labour
Organisation recommends tripartite
social dialogue between governments,
employers and workers.?® This is often
led by government entities, which
establish or appoint task forces to

coordinate and monitor performance.?®

Once a governance structure has been
defined and a mandate established, the
next step is to develop concrete action

plans of action to create comprehensive

enabling environments. These planning
documents must be time-bound, with
clear and measurable outcomes to
allow for monitoring and evaluation of
progress. Coordination and synergies
between central and local governments
are also important, because local
governments often have their own just
transition plans and programmes that

cater to their specific contexts.?”

For example, South Africa has
developed a just transition framework
led by the Presidential Climate
Commission (PCC). The purpose of this
Commission was to advise the country
on climate change and drive a transition
towards a low-carbon economy. This
framework became the first step on
the road to a just transition in South
Africa, and will eventually require
concrete implementing  regulations
and action plans. In doing so, it needs
to carry out further consultation and
collaboration with other stakeholders
under the coordination of PCC.?8 G20
countries can learn from this approach
to accelerate their own just energy
transitions by developing concrete

frameworks, roadmaps, or action plans.
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Recommendation 2: Invest
in economic diversification
beyond fossil fuels.

As the global energy transition gathers
pace, there is a need for economic
diversification in regions and countries
that produce fossil fuels, to create
decent jobs and sustain local
economies, while ensuring national
macroeconomic  stability. For this
process to be just and sustainable,
policymakers and investors need to

consider a few points in particular.

There are significant risks to energy
transition goals with the continued
promotion of fossil gas production or
downstream investments as a long-
term diversification strategy.?® Such an
approach increases dependence on
carbon-intensive economic activities,*
and thus, the risk of stranded assets.?'3?
This is on top of the health, social,
and environmental costs associated
with fossil fuels and carbon-intensive
industries.®3 It is also likely to generate
more resistance to the transition, thus
risking delaying it and increasing its
cost.®3¢ The G20 should thus further
explore strategies and raise national
ambitions for fiscal and economic
diversification away from fossil fuel
production, for instance under the G20

Framework Working Group.

Renewable energy can play an important
role in economic diversification, and
comes with an array of co-benefits,
including strengthening energy security
and improving energy access and
environmental health.%” However,
its  geographical feasibility and
associated employment potential are
not necessarily located in the same
geographical area.®® Therefore, it is
essential that G20 countries pursue
other sustainable economic activities
in their diversification strategies, such
as energy efficiency, and buildings
and environmental remediation. For
example, environmental rehabilitation of
fossil fuel and heavy industry production
sites not only provides land for new
economic activities, but also generates
employment and skill development,
which can then be mobilised for further

economic diversification.3%4°

Such diversification efforts require
collaboration between various policy
stakeholders. The G20 is well-placed
not only to support knowledge
sharing between countries regarding
economic diversification in fossil-
fuel-producing regions, but also to
enable more interactions between
traditional policy silos. The latter
can be done, for instance, through

strengthening exchanges between
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G20’s energy transition, development,

and employment working groups.

Furthermore, G20 should enable the
financial sector to support economic
diversification. Financial institutions
need to urgently align their investments
with the imperatives of climate science,
firstly by phasing out fossil fuel financing
to free up resources, and then shifting
financial flows towards renewable
energy. While both could happen
either in parallel or sequentially, it is
noteworthy that only adding renewable
energy to the energy mix is not enough
for energy transition as phasing out
fossil fuel should be at the core.”
Multilateral development banks and
development finance institutions can
support the drive for energy transition
through blended finance and by de-
risking smaller-scale renewable energy

projects to attract private capital.*?

For this, there is a critical need for G20 to
develop a transition finance framework
that will incentivise the acceleration
of investments that support both
the energy transition and economic
diversification. This framework should
include a taxonomy that considers
relevant country contexts, robust

disclosure and reporting mechanisms,

and methodologies to  measure
transition progress and milestones in
line with science-based targets and the
G20 Sustainable Finance Roadmap.
Policy incentives to scale up sustainable
financial instruments to support start-
ups, small and medium enterprises,
and the overall scale-up of renewable
energy projects and initiatives will be

highly supportive of green jobs creation.

Overall, phasing out fossil fuels and
driving the energy transition and
economic diversification will have
substantial social, environmental,
and financial impacts on the most
marginalised and  under-resourced
populations, unless these impacts are
addressed. Diversification strategies
and transition finance must be calibrated
to ensure that mitigation mechanisms
are in place to address the adverse
environmental and social impacts of

transitioning to renewables.

During this year’s India Presidency,
we call on the G20 to ensure that land
rights and free, prior and informed
consent are respected; to put in place
clear policies to mainstream gender-
responsive and community and civil
society participation in the development

of energy projects; protect worker rights;

12
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mainstream human rights due diligence
in all energy project implementation; and
finally, ensure the active and meaningful
participation of women in the energy

transition.*®

Recommendation 3:
Streamline international
efforts towards just energy
transitions.

International cooperation and solidarity
are essential to enable a global
just transition. Countries with less
dependence on fossil fuel production
and greater capacity to navigate the
transition should take the lead in
phasing out fossil fuel production, while
providing support to those countries
with high fossil fuel dependence and
low capacity.** The G20 is well-placed

to show leadership in this regard.

International cooperation, such as in
the G20, could be motors of change
as potential ‘climate clubs’ to drive
the climate and energy agenda
internationally, complementing other
international bodies such as the
UNFCCC.#54¢ There are several areas
where the G20 could help set energy
transition agendas on the international

level.

For instance, the G20 could strengthen
its leadership on transparency and
accountability when it comes to
fossil fuel subsidies internationally to
supplement and/or harmonise national
efforts. For the time being, this voluntary
reporting within the G20 is limited to
direct subsidies, but indirect support,
including environmental exemptions
for fossil fuel development or below-
market price contracts and leases of

land, should be reported as well.

Another important way to strengthen
transparency and accountability is
for the G20 to encourage fossil-fuel-
producing countries (inside and outside
the G20) to provide current, comparable
and reliable information about their
plans and projects for oil, gas and
coal production, and how these align
with international climate goals.*” This
could be done, for example, through
their progress reports on implementing
and achieving their NDCs and net-zero
targets.®® Another option would be to
strengthen existing initiatives, such as
the Extractive Industries Transparency
Initiative by persuading non-signatories
within the G20 to join, and by disclosing
future fossil fuel development plans in

greater detail.
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13



In addition, the G20 could show
leadership and cooperate more closely
on phasing out fossil fuels. While there
are several innovative ideas such as
a fossil fuel non-proliferation treaty,*
even a less formalised agreement of
cooperation on fossil fuel phase-out
might be a promising way forward and
would signal to other countries a greater
willingness to reduce emissions more

swiftly in line with climate science.*®®

Moreover, through the energy transition
working group, the G20 could cooperate
on supporting countries and/or sub-
national regions highly dependent
on fossil fuel revenues by facilitating
knowledge transfer and the exchange of
best practices in the areas of fossil fuel
phase-out, economic diversification, or
job creation in the renewable energy

and sustainability sector.

Attribution: Dimas Fauzi et al., “Achieving a Just Energy Transition in the G20,” T20 Policy Brief, May 2023.
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