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SETTING THE SCENE

The COVID-19 pandemic has impacted populations across the world both directly and
indirectly and created challenges to economies and livelihoods that are unprecedented.
It is estimated that the global economy could suffer up to USD 8.8 trillion in losses —
equivalent to 9.7 percent of global gross domestic product (GDP).? However, with the
expectation that the pandemic will continue well into 2021, the full extent of its effects
are as yet unknown. The post-COVID-19 global economic environment will be defined
by a prolonged recession with high levels of unemployment as countries worldwide
seek to reignite their manufacturing, commerce and service industries. In the midst of
the COVID-19 pandemic and ensuing economic recovery, governments have a unique,
once-in-a-generation opportunity to reset their economies and address the underlying
structures that enable development and competitiveness.

Asia is a leader in global development and growth and some of the largest emerging
economies are in the region, particularly in South Asia, which is home to more than 1.8
billion people. Countries in South Asia have made positive strides towards achieving the
Sustainable Development Goals (SDGs), but the ongoing pandemic risks negating the
progress made. It is estimated that 132 million people in South Asia could be pushed
into extreme poverty due to loss of jobs and livelihoods as a result of the pandemic and
the region’s economy is set to shrink for the first time in four decades.®

While Asia as a whole has made significant progress in providing energy in recent years,
South Asia still has large populations without access to electricity and clean cooking.
Except for Bhutan and the Maldives, countries in South Asia need to increase their
efforts in providing electricity access, particularly in rural areas (Figure 1). The region
has significantly reduced its electricity access deficits, particularly due to large-scale
programmes and efforts by Bangladesh, India and Pakistan. However, as of 2018 there
were about 152 million people without access to electricity in South Asia.*

' South Asian countries for this report are defined as member states of SAARC (South Asian Association for Regional Cooperation), namely:
Afghanistan, Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan and Sri Lanka.

2 Asian Development Bank (ADB) 2020, An Updated Assessment of the Economic Impact of COVID-19. Manila. Link.

3 UN Economic and Social Commission for Asia and Pacific (UNESCAP) 2020, COVID-19 and South Asia: National Strategies and Subregional
Cooperation for Accelerating Inclusive, Sustainable and Resilient Recovery. Link.

#Tracking SDG 7: The Energy Progress Report 2020. Link.
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Electricity access gaps in South Asian countries in 2018° (population in millions)

Pakistan Bangladesh
61.35 23.94

.India .Pakistan .Bangladesh .Nepal .Afghanistan Nepal Afghanistan
1.71 0.48

There are an estimated 990 million people in South Asia without access to clean cooking
solutions. The Maldives is the only country in the region to have more than 95 percent?
access to clean cooking, and while progress has been made by other South Asian
countries, much more remains to be done.

Clean Cooking access gaps in South Asian countries in 2018
(population in millions)

India Bangladesh| Pakistan
689.83 122.63

Afghanistan | Nepal
23.42 19.94

.India .Pakistan .Bangladesh .Nepal .Afghanistan

® Based on Tracking SDG 7: The Energy Progress Report 2020.
¢ Tracking SDG 7: The Energy Progress Report 2020.
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South Asia has reported an economic contraction of about 2.7 percent’ in the wake of
CQOVID-19. The region has faced challenges due to the collapse of international trade,
reduced export orders, and dwindling tourism, all of which have deeply impacted
small and medium-sized enterprises (SMEs). According to a United Nations Economic
and Social Commission for Asia and the Pacific (UNESCAP) study,® 140 million people
from five countries in South Asia might lose their jobs, which are already unstable and
informal. There is a need to make businesses more resilient to global shocks. The region
has very diverse commerce and industry sectors, ranging from the textile industries of
Bangladesh to the tourism hotspots of the Maldives and Nepal, and vast untapped
energy efficiency and renewable energy potential that can be leveraged towards making
industries more competitive, providing faster electricity access for productive use and
creating new value chains and jobs. The uptake of energy efficiency and renewable
energy will be critical to accelerating recovery and building resilient economies.

This Recover Better with Sustainable Energy Guide highlights the opportunities,
benefits and enablers that will help leaders guide their countries onto a more long-
term sustainable and resilient development trajectory. As South Asian countries recover
better, they can also lead by example by translating their recovery actions into updated
Nationally Determined Contributions (NDCs) under the Paris Agreement.

7 UNESCAP based on IMF (2020 b) World Economic Outlook, World Bank (2020a) Global Economic Prospects, and other sources.
8 COVID-19 and South Asia: National Strategies and Sub-regional Cooperation for accelerating inclusive, sustainable and resilient recovery,
2020. Link.
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THE OPPORTUNITY

The global economy of the future will increasingly be based on renewable sources of
energy and more efficient uses of energy. Countries that take advantage of this moment

to rethink their energy supplies will develop a competitive advantage. Countries in South

Asia should pursue significant investments in renewable energy and clean cooking in

order to close more quickly the energy access gaps, which can create a vast array of

socio-economic benefits. Countries need to consider energy efficiency as an important

intervention to create sustainable jobs and value addition for businesses.

I. Shifting Investments towards Renewable Energy

Shifting investment towards utility-scale and decentralized renewable energy in
the region will not only help close electricity access gaps but develop energy
security and avoid stranded assets based on fossil fuel infrastructure. In many
cases, renewables are the cheapest form of energy, so this shift can be achieved
while lowering energy costs. South Asian countries should pursue large-scale
investments in renewable energy to increase their share in the energy supply mix
of the region. For example, they could aspire to invest 25 percent of their stimulus
budgets for on-grid and off-grid renewable energy (a combination of solar, hydro,
geothermal and wind) (Figure 3).

Governments should target direct and indirect investments that can bring down
the cost of renewable energy systems considerably. Direct investment includes loan
guarantees or contributing capital for the upfront investment. Indirect investments
that should be considered include reducing or eliminating import duties and value-
added taxes (VAT).

The Recover Better with Sustainable Energy
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Opportunities in centralized and decentralized renewables

;Centralized / Large Scale
Renewable Power

® & O

Utility-Scale Solar Utility-Scale Wind Centralized
Power Genereation Power Generation Power Storage
Plants Plants Options
Photo Voltaic (PV), On-Shore or
Concentrated Solar Off-Shore
Power (CSP)

N 25%

Decentralized / Distributed
Renewable Power

Mini-/Micro-grids Solar Home Systems
Isolated or
Interconnected
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e The investment potential for the renewable energy sector in South Asia between
2018 and 2030 is estimated to be around USD 411 billion.? In 2017, the share of
renewable energy in South Asia was about 42 percent’® but most of this was from
biofuels and hydro. While there has been an increased uptake of solar and wind
energy projects in the region, with falling technology costs and stronger policies
and incentives, the vast technical potential of solar and wind energy remains to be
realized.

e Governmentsin South Asia have been committing more towards renewable energy
in their national policy targets, but further efforts are required to develop the
enabling policies, institutions and market to attract more investments. COVID-19
stimulus packages for the energy sector should not only be centered around clean
energy but also be accompanied by market mechanisms that would incentivize
investors and unpack the technological potential of integrating more renewable
energy into the grid.

Il. Prioritizing Clean Cooking for health and productivity

e Countries in the region should also include support for clean cooking in stimulus
budgets, targeting cleaner fuels and the supply chains needed to support the
distribution of fuels and stoves as well as public education to increase uptake.

e The use of clean cooking solutions (such as improved cookstoves, induction
cooking, etc.) can contribute to fuel cost savings, reduced household air pollution,
reduced drudgery related fuel collection, and more productive uses of time."

lll. Energy Efficiency is the cheapest fuel to drive growth

e South Asia has significant untapped potential for energy efficiency that offers the
opportunity to create new jobs, build more competitive businesses and lower costs
for consumers. Some of the larger economies in South Asia have energy saving
potential from 10-20 percent by 2030."? If realized, this can result in significant
energy and financial savings for countries. For example, it is estimated that energy
efficiency interventions in Pakistan could yield savings of USD 10 billion by 2030.™

? Climate investment opportunities in South Asia, An IFC analysis, International Finance Corporation 2017.

0 https://southasiamonitor.org/spotlight/harnessing-renewable-energy-onus-south-asia

" Gender and Livelihoods Impacts of Clean Cookstoves in South Asia Study, Global Alliance for Clean Cookstoves, 2014.

12 Derived from Energy Efficiency Roadmap for Pakistan, World Bank, 2019 and Demand side energy efficiency opportunities in Bangladesh,
World Bank 2017, and Energy Efficiency Potential in India, BEE & GIZ, 2018.

3 Energy Efficiency Roadmap for Pakistan, World Bank, 2019.
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* Energy efficiency can also make SMEs in the region more competitive and resilient.
Stimulus packages that drive investments in energy efficiency could enable various
industries to reduce a substantial aspect of their energy costs and enable a faster
and more sustainable recovery. For instance, SMEs account for 45 percent of India’s
manufactured output and 8 percent of GDP. Tapping into the 15 percent energy
savings potential of SMEs could result in avoided fuel imports equivalent to 3.5
million tonnes of oil.™

* The cooling sector plays an important role in almost all countries in South Asia.
Cooling demand is important for thermal comfort in residences and the hospitality
sector, as well as for sectors such as agro-food industries and medical cold chains.
Meeting the high demand for cooling will require more energy-efficient and climate-
friendly solutions while also recognizing the need for access to cooling by 93 million
rural poor and 178 million urban poor in the region.”

IV. Investing in the Local/Regional Value Chain

e Investments in sustainable energy should also drive the development of upstream
value chains in South Asia, so that countries build local and/or regional manufacturing
or assembly of equipment and associated appliances used in renewables, energy
efficiency and clean cooking.

e Aspiration targeting of the localization or regionalization of 30 percent of clean
energy investment can create upstream and downstream value chains, and it can
also simultaneously develop greater energy security (Figure 4). India has pioneered
the uptake of renewable energy, particularly solar, through its National Solar Mission
and longstanding policy commitments. This has created new facilities and value
chains in the country, which have resulted in the creation of new jobs. Furthermore,
new ambitions and incentives for electric vehicles and renewable energy integration
can present new business opportunities for local/regional enterprises for battery
storage and related services.

e The SAARC regional energy cooperation framework should be leveraged to
regionalize sustainable energy value chains. With growing demand for energy in
South Asia, establishing manufacturing/assembly value chains for renewable energy
and energy-efficient solutions would help in reducing costs and increasing energy
system resilience. Governments should target direct and indirect investments to
operationalize manufacturing and assembly plants for sustainable energy solutions.

4 actors Influencing the Uptake of Energy Efficiency Initiatives by Indian MSMEs, CEEW and Shakti Foundation, August 2018.
> Mainly from Bangladesh, India and Pakistan. Estimates from Chilling Prospects 2020 data, SEforALL.
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Opportunities in the upstream value chain

End Users Upstream Value Chain
Utility / Component
Power Plants Manufacturing /
Assembly
Solar Home Panels
Systems
_}
Turbines / Storage
Blades Devices
Distributed Solution
Providers
Inverters Wires /
Poles
Upstream Value Chain
for Energy-Efficient
Appliances
Households and
Businesses
Fans / LED
Refrigerators Lighting
G%
Entertainment / Machinery

Connectivity
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THE BENEFITS

Countries that pursue the opportunities of recovering better with sustainable energy will
achieve a range of key benefits:

I. GDP multiplier

Investments in energy have a significant GDP multiplier that will benefit the country and
its economy.

e |t is estimated that for every US dollar invested in the transition towards renewable
energy, an additional USD 0.93 of GDP growth above business as usual is expected
to occur.'®

* The investment potential for the renewable energy sector in South Asia between
2018 and 2030 is estimated to be around USD 411 billion.” If this investment is
actualized it could generate an additional GDP impact for the region of USD 382
billion by 2030.

* Providing modern clean cooking access to 30 percent of the currently unserved
population is estimated to result in a macroeconomic benefit (economic, health and
environment) of USD 15 for every dollar spent.'

Il. Job creation

There is significant job creation potential from both investing in renewable energy and
investing in the local supply chain associated with renewable energy. Furthermore,
introducing (@and enforcing) improved energy efficiency standards for buildings (including
retrofitting existing buildings) will trigger the construction industry and cost less than
large infrastructure investments.

‘¢ Derived from Global Energy Transformation — A Roadmap to 2050, IRENA 2019 Edition. Link
7 Climate Investment Opportunities in South Asia — An IFC analysis, IFC 2017. Link
'8 Copenhagen Consensus Network, Galiana Sopinka, Post-2015 Consensus: Energy Assessment. Link
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e For every USD 10 million investment in renewable energy and energy efficiency,
approximately two to two and a half times more jobs are created than from the same
investment in the fossil fuel industry.”

* 56 percent of the jobs created by renewable energy projects in South Asia are in
rural areas and 27 percent are taken up by women.?

lll. Cheaper energy provision

Increasingly, electricity generated from renewable technologies costs the same or less
than fossil fuel alternatives.

e Renewables are now the most cost-effective new source of electricity in almost every
country in the world.?'

e The levelized cost per unit of electricity (LCOE) from new utility-scale solar
photovoltaic (PV) power plants has dropped about 90 percent over the last decade.??
India reported the lowest LCOE in the world for solar PV in 2019.2

IV. Improved health and agricultural outcomes

Countries that have not yet achieved universal energy access should consider energy
investments alongside those in specificimportant sectors, namely health and agriculture.
These countries will also see significant secondary benefits from more reliable access to
energy in the health and agriculture sectors.

e Every dollar spent by governments on health between 2008 and 2010 in 25 EU
countries had a multiplier effect of adding USD 3.61 to GDP? and resulted in a
significant reduction in morbidity and mortality. Increased government spending
in healthcare has improved health outcomes in South Asia but more resources and
efficient allocation are required to reach OECD health standard levels.?

e Reliable electricity can be an effective tool in improving core components of health
systems. Electrified primary healthcare facilities enable the use of critical medical
equipment and provide safe storage for vaccines.?

17 Heidi Garette Peltier. “Green versus brown: Comparing the employment impacts of energy efficiency, renewable energy, and fossil fuels using
I-O model”, Economic Modelling pp 434-47, 2017.

2 Renewable Energy and Jobs Annual Review — 2019, IRENA 2019. Link

21 Carbon Tracker, COVID-19 and the Energy Transition. Link, 7 April 2020.

22 | azard: Levelized Cost of Energy and Levelized Cost of Storage 2018.

# |RENA Solar cost dashboard https://www.irena.org/Statistics/View-Data-by-Topic/Costs/Solar-Costs

# Reeves et al. Globalization and Health 2013, 9:43 pg. 11.

% Rahman, M.M., Khanam, R. & Rahman, M. Health care expenditure and health outcome nexus: new evidence from the SAARC-ASEAN region.
Global Health 14, 113 (2018). https://doi.org/10.1186/512992-018-0430-1

% Chen, Y.J., Chindarkar, N. & Xiao, Y. Effect of reliable electricity on health facilities, health information, and child and maternal health services
utilization: evidence from rural Gujarat, India. Journal of Health, Population and Nutrition 38, 7 (2019). https://doi.org/10.1186/s41043-019-0164-6
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* Access to just one piece of electrical processing equipment can increase agricultural
yields for smallholder farmers by 30 percent. Access to energy also enables access
to information for farmers to guide planting decisions and improve their agricultural
productivity. By delivering access to energy and sustainable cold chains, a quarter
of food losses can be avoided.?” The region has a sizable electricity demand for
agriculture production and the use of solar-powered submersible pump-sets has
significant energy and economic saving potential.

V. Improved gender outcomes

Investing in sustainable energy and energy access can ensure benefits to women who
have been impacted the worst by the pandemic.

* Wages for women with access to energy are 59 percent higher than those without, a
gain that puts women on equal footing with men in terms of remuneration.?®

e Women represent about 32 percent of the renewable energy workforce versus just
22 percent for the oil and gas industry, and the renewable industry is more appealing
to women.?

 Switching to clean cooking solutions can free up time for more productive activities
and foster benefits for women. In South Asia, women with improved cookstoves
save 70 hours per year, which has increased their involvement in social and family
activities. Furthermore, households with clean cookstoves reported sending their
children to school more often as a result of less time and support needed to collect
firewood.*

" Institute for Mechanical Engineers (2014). A tank of cold: Cleantech leapfrog to a more food secure world, London, England.

# Rewald, Rebecca, “Energy and Women and Girls: Analyzing the Needs, Uses, and Impacts of Energy on Women and Girls in the Developing
World,” Oxfam Research Backgrounder series (2017)

# |IRENA 2019. Renewable Energy Jobs Report. Link

% Gender and Livelihoods Impacts of Clean Cookstoves in South Asia Study, Global Alliance for Clean Cookstoves, 2014. Link.
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Benefits of sustainable energy for all

Jobs created by investing in clean energy versus fossil
fuels (Per $10 million in spending)
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THE ENABLERS

As countries seek to recover better from the COVID-19 pandemic, there are eight key
dimensions that need to be established in order to ensure a successful transition and
execution:

I. Ease of doing business. Several measures can be put in place to ensure that
investments in sustainable energy and energy access are driven as fast as possible.
This includes simplifying procedures, ensuring uniform and transparent policies, and
reducing the number of permits and the time it takes to get them for renewable energy
and clean cooking equipment and appliances.

* Countries that make it easier to do business increase entrepreneurship and
generate jobs, incomes and government revenue.®’

* The South Asia region needs to improve its performance in its ease of doing
business, including for the electricity sector. In international rankings for ease
of doing business, India (63), Nepal (94), Sri Lanka (99) Pakistan (108), and
Bangladesh (168) have improved their rankings in recent years. However,
Afghanistan, Bhutan and the Maldives have moved to lower rankings.®? More
improvements in terms of contract enforcement are needed to attract much
needed clean energy investments.

Il. Robust policies and institutions in support of renewables and energy efficiency.
In order to effectively deliver this approach, governments need to work to establish or
empower institutions such as regulators and rural electrification agencies and ensure
the right frameworks are in place to successfully drive the development of renewables,
energy efficiency, increased electrification and increased access to clean cooking.

% World Bank (2019). Doing Business 2020: Sustaining the pace of reforms. Link
31 Estimated from accessing data of https://tradingeconomics.com/india/ease-of-doing-business
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e The SAARC energy cooperation framework can be further strengthened for
efficient resource utilization of the region to meet electricity load demand. All
the countries involved in the electricity trade in South Asia can gain in terms of
economic value in the case of cross-border electricity trade. For example, the
cross-border power trade is currently about 5,000-6,000 MW and is expected
to almost triple to about 15,000 MW by 2030 creating investment opportunities
of almost USD 5.8 billion.3* Coordination amongst the South Asian countries
at regional and international levels continues to be an important element in
a successful energy transition. The harmonization of policies and standards
reduces costs and unlocks investments at larger scale; cross-border power
trade provides a range of technical, economic and environmental benefits, and
sharing of data, learning and experiences reduces risk and encourages ambition.

* India’s consistently improving policy and regulatory framework has also led to
an increase in financing, with the country seeing a jump from USD 7.8 billion in
energy access finance in 2013-14 to USD 16.6 billion in 2017.3* India has also set
an ambitious renewable energy capacity addition target of 450 GW by 2030
while the total installed capacity in India at present is 370 GW.*

e In Pakistan, the National Energy Conservation Centre was created in 1986, and
was subsequently established as the National Energy Efficiency & Conservation
Authority (NEECA) through an Act in 2016 under Pakistan’s Ministry of Power.
The creation of NEECA and passing of the NEECA Act was an important step
as it provided the legislative framework to develop and implement energy
efficiency programmes in Pakistan. NEECA is currently managing programmes
such as standards and labelling, an energy conservation fund® and certification
of energy manager/auditors to increase the uptake of energy efficiency in the
country.®

3 Energyworld, from the Economic Times, March 2020. Link (exchange rate used 1 USD = INR 0.013).

3 SEforALL (2019) Energizing Finance research series.

% The Economic Times, 31 January 2020. Link

% |nitial seed funding of USD 3 million provided from Global Environment Facility (GEF) grant. https:/neeca.gov.pk/Detail/
YzE2N2EQYjYtZjY1Zi00YzYwLTkwYWItZDRIMGNmMZTNIOGUO

¥ Improving EE in South Asia, ADB Working Paper Series, 2016 https://www.adb.org/publications/improving-energy-efficiency-south-asia and
NEECA website https://neeca.gov.pk/index
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Across South Asia, lack of access to clean cooking causes about 8,700 deaths per
year due to household air pollution. To address this challenge, the Government
of Nepal established clear clean cooking targets within the framework of its
2018-2028 “Energy Decade” policy. Nepal's Alternative Energy Promotion
Centre (AEPC) has been successful in supporting the deployment of more
than 1.3 million improved cookstoves, 400,000 biogas plants and around 600
solar cookers throughout the country. AEPC also implements the government'’s
Renewable Energy Subsidy Policy, which includes clean cooking solutions.®®
Policymakers should continue to focus efforts in this area while ensuring that the
approaches are reviewed to employ up-to-date best practices.

lll. Investment in energy efficiency. Investment in energy efficiency creates jobs,
reduces the need to build more power plants and is the cheapest way to reduce

emissions.

Every USD 1 million invested in retrofitting buildings to improve energy efficiency
will create approximately 16-21 jobs.*

In 2009, India established Energy Efficiency Services Limited (EESL) — a public
sector super ESCO - to invest and unlock the huge energy efficiency market
potential in the country. EESL's LED distribution scheme — the “Ujala Scheme” —
that started in 2015 has provided affordable and energy-efficient LED bulbs to
consumers, distributing 362 million LEDS and avoiding about 9,427 MW of peak
demand energy usage.*

3 SEforALL 2020, Lack of clean cooking access: the ‘other’ public health crisis we cannot ignore. Link
¥ McKinsey & Company, “How a post-pandemic stimulus can both create jobs and help the climate” 27 May 2020. Link
4 Ujala Scheme Dashboard. Link
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Major building energy efficiency based COVID-19 stimulus packages

GERMANY -

Modernisation of buldings
for energy efficiency

e Funding building renovation increased by
2.5 times for 2020 and 2021.

e The federal government’s funding
programmes for the energy-efficient
renovation of municipal buildings were
also being increased and a programme to
promote climate adaptation measures in
social institutions is to be initiated.

FRANCE l l

Recovery plan -
energy efficiency in buildings

e Energy efficiency renovation/retrofit funds
for buildings: this includes for public
buildings such as schools, universities, etc.

e Accessible to all households
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' CHINA

Investment in housing renovation

e Begin renovation of 39,000 old urban
residential communities

® Encourage the development of community
services such as elderly home care, the
provision of meals, and cleaning services

® This spending was encouraged towards
energy-saving improvement in old
buildings and the installation of charging
stations for electric vehicles

Y,z

AN

Energy efficiency in buildings
____, for jobs

UNITED KINGDOM

e Energy-efficient insulation for public sector
buildings, such as schools and hospitals

e Vouchers for homeowners to make energy-
saving improvements to their properties
and grants for fuel poor

e Pilot project to retrofit social housing
through measures such as heat pumps

® More than 2/3 of the funding is expected to
be disbursed through Green Homes Grant
Scheme: vouchers worth up to £5,000 will
make homes more energy efficient and
it is anticipated up to 650,000 homes will
benefit from the scheme

Note: The packages mentioned are part of wider
stimulus packages that have been released by these
countries. The stimulus packages mentioned above are
only for building energy efficiency interventions that are
more than USD 1 billion.

Source: Energy Policy Tracker.
https://energypolicytracker.org



IV. Investment in data. Countries can support rapid investments in renewables,
electrification and clean cooking through the effective provision and availability of
data to help develop markets. This includes information on optimal renewable sites,
communities that are optimally positioned for commercial investments in electrification
and adoption and impact of clean cooking solutions.

* Investment in better data that can benefit all market actors will pay dividends
over the long run. Clear indications on least-cost solutions for energy access will
help pave the way for private sector developers and financiers.

* In Sri Lanka, Lanka Electricity Company (LECO) took over the country’s network
from the municipalities in 1983 with a loss level of about 33 percent, the result
of years of neglect and underinvestment. With efforts such as smart metering
for bulk consumers and improving accurate data capturing, LECO now has the
best records of reduced distribution losses in the region.*

V. Move towards cost-reflective tariffs. There are political incentives in many countries
that favour reducing the cost of electricity to the consumer, but this should be avoided.
Electricity is largely consumed by wealthier residential or industrial/commercial clients.
Approaches are needed to ensure that the poor are protected from tariff increases
without reducing the tariff for all customers.

e Governments should move towards cost-reflective tariffs. Allowing cost-
reflective tariffs also allows utilities to perform better and increases investments
in energy access and clean energy.

V1. Elimination of fossil fuel subsidies. Governments should take the opportunity to
eliminate fossil fuel subsidies. When the price of oil is lower, governments can float liquid
fuel prices, which could result in an immediate benefit for consumers. When the price
of fossil fuels rises again, governments should refrain from re-introducing the subsidy.

e With a 1.2 percent global increase in green investment and a mere 0.4 percent
decrease in fossil fuel investments, valuable jobs can be created, and the world
can be on track to achieve the Paris Agreement.*?

e Total direct subsidies for all energy sources reached at least USD 634 billion
globally in 2017, with 70 percent of those directed towards fossil fuels. The
supply-side subsidies for renewable energy (both power generation and

# Improving Energy Efficiency in South Asia, ADB Working Paper Series, 2016.
#2 Climate Analytics (2020). Climate Action Tracker: Update, April 2020.
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transport) were estimated at just USD 167 billion in 2017.* Countries could take
this moment to remove subsidies from the fossil fuel sector and use those funds
for green recovery packages.

VIl. Declare a moratorium on new coal-fired power. For power generation, over half
of all coal plants currently in operation cost more to run than building new renewables.**
New investments in renewables are more economical than new investments in coal,
which would make future coal-based power plants stranded assets. At this point, any
investment in new coal-fired power carries high risk and when fossil fuel subsidies exist,
these are counter-productive from both an economic and an environmental standpoint.

e According to a new global analysis, the health and environmental benefits of
exiting coal vastly outweigh the costs. By 2050, a coal exit can save 1.5 percent of
global economic output, equivalent to USD 370 for every person on the planet.*®

* In China, 70 percent of the operating coal fleet costs more to run than building
new onshore wind or utility-scale PV.%

* Due to the falling prices of renewable energy, the average coal unit in Indonesia,
the Philippines and Vietnam is only expected to be viable for 15 years, far less
than the forty-year assumptions often associated with coal plant lifetimes. This
could risk up to USD 60 billion in stranded values of such coal units.*’

VIII. Investment in people to ensure access to jobs. As governments seek to take
advantage of the job creation potential of recovering better, concurrent investments
in human capital will be required in order to ensure that there is a talent pool that can
meet needs as local industries are established.

* Technical, business and entrepreneurship training are all necessary to localize
industry and meet the needs of what could be a sizeable domestic market.
Governments also need to invest in the people within their institutions tasked
with developing and implementing energy programmes. This includes but is
not limited to regulators, state-owned utilities, and implementing agencies and
ministries.

4 |IRENA 2020 Energy Subsidies: Evolution in the Global Energy Transformation to 2050.

# Carbon Tracker: How to waste over half a trillion dollars: The economic implications of deflationary renewable energy for coal power investments.
March 2020. Link

# Potsdam Institute for Climate Impact Research. Coal Exit Benefits Outweigh its Costs. March 2020. Link

# Carbon Tracker: How to waste over half a trillion dollars: The economic implications of deflationary renewable energy for coal power investments.
March 2020.

4 Carbon Tracker Press release, October 2018. Link
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https://carbontracker.org/cheaper-to-build-new-renewables-than-run-existing-coal-plants-within-10-years-time-in-south-east-asia/

TAKING THE RIGHT NEXT STEPS

The benefits of recovering better with sustainable energy for all are clear: a demonstrable
return on investment, a more resilient economy, healthier populations and a cleaner
environment.

Governments across South Asia are taking unprecedented steps to respond to the
immediate health and economic impacts of COVID-19. Today’s decisions will impact
tomorrow’s ability to recover better over the long term. There are important measures
governments can take to recover better by delivering sustainable energy for all while
also growing resilient economies and creating new green jobs. Moreover, every
investment to recover better reflects greater ambition towards the Paris Agreement that
can be reflected in the 2020 review of Nationally Determined Contributions (NDCs).
The SAARC energy cooperation framework should be further strengthened to promote
sustainable energy investment and policies in the region. The institutional cooperation
between the governments of South Asia through this framework would be an important
factor to build back towards greener and more resilient economies.

These ideas can be turned into action with committed leadership and drive towards
greater long-term competitiveness. They can be started by providing a whole-of-
government mandate to prioritize and implement the enabling measures necessary to
recover better. This includes empowering Ministries of Finance, Budget and Planning to
make the necessary investments in sustainable energy projects that create jobs and that
can jump-start their economies.
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