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The G8 stands at a crossroads;
if it makes the right choices it
can invest in energy options

that reduce poverty without
contributing to climate change.
At a time when climate change is
becoming central to international
energy policy, it is counter-intuitive
for the G8 and World Bank to be
promoting a development path
that will lock developing countries
into fossil fuel dependency.
Similarly, at a time when poverty
reduction has become a global
concern, it is difficult to
understand why tried and tested
renewable technologies that

can be used in remote rural
communities to lift people out

of poverty are not receiving the
political and financial support

they deserve.

This report outlines Practical
Action’s experience demonstrating

that small-scale renewable

energy can provide clean, Contents
appropriate and affordable

energy in the world’s poorest

and most remote communities,

helping lift people out of poverty

and improving lives. It explains

how such technologies can help

developing countries to ‘leapfrog’

the fossil fuel dependent path.

The report makes the case that
the G8 must start delivering such
‘win-win’ solutions rather than
peddling fossil fuel dependency.
Practical Action calls on the G8,
led by the UK government, to
work with the World Bank to
ensure that energy policy is
specifically designed and
reformed to meet the needs

of poor people without
compromising global climate

change objectives.
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Heads of State of the Group

of Eight (G8 — the UK, USA,
Germany, France, Russia,
Japan, Canada and ltaly)
gather in Germany for their
annual meeting in June 2007.
As some of the world’s most
powerful countries, the G8 sets
the international agenda. It has
raised the profile of two of the
world’s most pressing issues —
tackling global climate change
and reducing poverty, especially
in Africa. Both are high on the
international agenda and both
have become standing items

at the G8.

However, while the G8 have positioned themselves
as the champions of climate change and poverty
reduction, Practical Action believes the reality is
very different. Not only have the G8 been
decidedly inconsistent in their climate change
commitments (see box on p.4), they have also
overseen large increases in World Bank funding for
fossil fuels rather than focussing investment on
renewable technologies, which are widely regarded
as the future of low carbon development (see p.7).

This increased support for fossil fuels could
threaten international commitments to keep the
increase in global temperatures below a 2°C
threshold, which is widely accepted as necessary to
stop the worst effects of climate change. It will
also threaten future attempts to cut global carbon
dioxide (CO,) emissions by 25% below current
levels by 2050, called for by the Stern Review.! It
is hard to see how the expansion of fossil fuel use

overseen by the G8 could lead to the global energy
sector, currently about 80% fossil fuels,? being as
much as 75% decarbonised by 2050.2 And it is
even harder to see that this is consistent with
emissions peaking in the next 10-20 years and
then falling by 3% per year.*

But the expansion of fossil fuels not only affects
international climate change commitments. It could
jeopardise the future delivery of the Millennium
Development Goals which pledge to lift out of
poverty the 2.7 billion people currently living on
less than $2 a day. There are two reasons for this.
Firstly, poor people are the most vulnerable to
climate change, with droughts, floods and severe
weather events affecting them first and worst.
Secondly, poor people do not have access to energy
and without access to energy it is not possible to
escape poverty.® While it is anticipated that
developing countries might need to increase their
energy use by as much as five times in order to
grow and develop,® the expansion of fossil fuel
extraction and use will not necessarily help the
poorest and ‘hardest to reach’.

Practical Action believes that the delivery of the
Millennium Development Goals cannot be achieved
until energy access is extended to poor communities.
Our experience shows that this can be done
without exacerbating climate change. However,

to do so will require targeted programmes which
are currently not being developed because precious
resources are being used to subsidise the fossil
fuel industry. We believe that the G8 is at a
crossroads. It has a choice — either business as
usual or the redoubling of efforts to ensure that
developing countries have access to the technology,
finance and technical know-how to follow a
development path which promotes low carbon
energy solutions.

Energy for development

There are currently massive inequalities in global
energy access. According to the World Energy
Council (WEC), the 20% of the world’s population
who live in industrialised countries, slightly more
than one billion people, consume nearly 60% of
the world’s energy supply. Meanwhile, about

27 % of the world’s population has no access to
electricity — in Africa, only 15% of the population
has electricity!* and in South Asia, only 40% have
electricity.'® Four out of five people in rural areas
live without electricity.®

Practical Action believes that addressing these
inequalities is critical and we fully support the call
by developing countries that they have a right to
expand their energy use for development, even if
this means increasing their emissions in the

G8 mixed messages

medium term. In addition, the bulk of historical
carbon emissions, the main cause of unavoidable
climate change, have been produced since the
industrial revolution by developed nations. As such,
Practical Action believes that the rich countries of
the world have a moral responsibility to shoulder
the burden of cutting emissions, thereby allowing
developing countries the opportunity to develop.

However, Practical Action is seriously concerned
that developing countries might follow a
development path which is dependent on the
burning of fossil fuels. Trends in funding show
that between 1994 and 2001, 90% of public

and private capital flows to new power plants in
developing countries went to large scale coal and
natural gas projects.'” According to the Stern
Review, the choice of development path that
developing countries use over the next 10-20 years
is critical in order to “avoid the risks of locking
into a high-carbon infrastructure”.’® The G8, World
Bank and other international institutions must
make sure that developing countries do not follow
the “carbon-intensive development path... of their
developed country counterparts”.'® Locking
developing countries into fossil fuel dependency is
counter-intuitive in an era of climate change. The
development, therefore, of low carbon energy
technologies, especially renewable energy

technologies such as wind and hydro, must be a
core component of developing country energy
strategies. This approach could not only help
developing countries avoid ‘lock-in" but could even
encourage them to do the converse — to ‘leap frog’
heavy fossil fuel dependency altogether.

Energy for poverty reduction

However, ‘energy for development’ does not
necessarily equate to ‘energy for poverty reduction’.
Despite the projected increases in energy demand
in developing countries, the World Energy Outlook
estimates that by 2030, roughly 1.4 billion people
will still not have access to electricity and over 2.6
billion people will continue to rely on biomass for
cooking and heating.?°

One of the principal reasons for this is that most
investment into energy infrastructure will be
focussed on ‘centralised’ grid-based systems.
Practical Action’s experience and a growing body of
evidence, show that this ‘centralised’ model tends
not to reach poor men and women.?! Grid-based
systems are well suited to serving either industrial
areas or urban customers who can pay. Extending
access to this grid infrastructure to either rural
areas or to the urban poor is neither profitable nor
a priority for the energy industry.
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Yet, as the World Bank acknowledges, meeting the
Millennium Development Goals requires getting the
poor access to modern energy services.?? After all,
many basic human needs, such as cooking,
lighting, and heating, depend on energy, as do
many basic services, such as water treatment,
telecommunications, schools, and health centres.
Practical Action believes that poor people’s lack of
energy is a major obstacle which impacts on life
expectancy, infant mortality, literacy, prosperity
and other key human development indicators.

The World Health Organization estimates that more
than three billion people still use wood, dung, coal
and other traditional biomass fuels inside their
homes to meet cooking and heating needs. The
resulting indoor air pollution is responsible for 1.5
million deaths per year — mostly of children and
mothers. In Africa, almost 80% of the population
still use wood fuel and charcoal as the main supply
of energy. Even when modern energy services are
extended to meet the needs of the poor, the use of
biomass in developing countries will continue. But
Practical Action can show that simple solutions
can save lives, reduce pollution and help make
biomass stocks sustainable.

While Practical Action supports the extension of
electricity grids, we also believe this must be
complemented by targeted pro-poor energy policies
which address both affordable access to electricity
services and sustainable biomass fuels. Extending
the electricity grid, per se, is not enough. The G8,
World Bank and national governments must ensure
that energy policy is specifically designed to meet
the needs of poor people without compromising
global climate change objectives.

Pro-poor, clean energy — the path to a
low carbon future

Pro-poor energy policy in the era of climate
change does not have to be ‘business as usual’.
Our experience shows that energy systems can
be tailored to meet the needs of ‘hard-to-reach’
communities not otherwise served by centralised
grid based electricity systems and that this can
be done without ‘locking’ them into a high-carbon
future. Pro-poor energy policy should be founded
in two key policy areas — firstly, the rapid
expansion of decentralised energy systems, and
secondly, the appropriate and sustainable use of
biomass fuels.

Decentralised energy systems can provide a win-win
solution, giving poor people access to energy in a
way which doesn’t contribute to climate change.
Decentralised systems are usually stand alone

and off-grid and can include community-scale
electricity distribution or local heat networks.

Decentralised
energy solutions

Case study 1: Tuungu Kabiri Community Micro-Hydro
Project, Kenya

Most decentralised energy systems consist of three
key elements — local power generation, local energy
sources and limited transmission.

Practical Action’s experience (see box above) shows
that these systems are particularly appropriate for
meeting the energy needs of poor people, especially
those in rural locations. This is because
decentralised systems are well suited to using
renewable technologies such as wind, solar, and
hydro, which can be deployed at small scale, often
located within or near local communities. Once
established they do not have any fuel costs, running
off freely available natural resources, nor do they
generate carbon emissions.

Practical Action’s projects demonstrate that the
burning of biomass fuels can be done in an efficient

Case study 2: Renewable Energy Village, Nepal

www.practicalaction.org

and cleaner way. They show that low cost,
appropriate solutions can substantially change
people’s quality of life even if they do not have
access to electricity.

For example, in Bangladesh, Practical Action is
running training courses to show people how to
build improved energy efficient stoves. These
stoves consume less than half the fuel of a
traditional open fire, helping to preserve precious
reserves of biomass. In Kenya, Practical Action
has worked with Maasai women to reduce extreme
indoor air pollution where average smoke levels
were recorded at over 100 times the accepted
international level. Practical Action helped the
women develop a simple smoke hood, which can
reduce smoke levels in the houses by up to 90%,
saving lives and reducing pollution.
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Practical Action believes that these energy
solutions — decentralised energy systems and
sustainable biomass fuels — can be easily
replicated across the developing world. They are
solutions which meet the needs of poor men and
women, extending access to energy in a way which
complements the drive for a low carbon future. We
believe that the G8 and World Bank must seek to
scale-up these types of solutions if we are to meet
the twin challenges of climate change and the
Millennium Development Goals.

Delivering the solutions — the World
Bank’s ‘leadership role’

Practical Action has shown that delivering low
carbon, pro-poor energy solutions which extend
access to energy is possible. Delivering solutions
at a scale and speed which will contribute to both
climate change and poverty reduction objectives
will require a substantial shift in current G8 and
World Bank policy and practice. The G8 have
essentially passed the responsibility onto the
‘leadership role’ of the World Bank, mandating it
at the G8 Summit at Gleneagles to create “a new
framework for clean energy and development,

including investment and financing”.?®

The World Bank’s stated aim is to reduce global
poverty and improve standards of living in developing
countries and the G8 governments exert a huge
influence over its operations. Between them, the
G8 account for 48% of the voting rights in World
Bank meetings and five of the G8 Governments
(USA, UK, Japan, Germany and France) have
standing (rather than elected) Executive Directors.
Such is the role of the World Bank that the UK
Government gives it 6% of its annual aid budget
in order to deliver multilateral programmes.

24

The World Bank does indeed have a major role to
play in delivering energy solutions to developing
countries and, in their own words, is “one of the
largest financiers of Renewable Energy and Energy
Efficiency in developing countries”.?® It has also
been quick to boast that it has exceeded its own
targets for increasing total spending on ‘new
renewables’ (such as wind, solar, geothermal,
biomass and small-scale hydropower) and energy
efficiency.?® However, when compared to the
World Bank’s other energy investments, the total
amounts are still small, as a more careful
examination of the data reveals.

In 2006, the World Bank substantially increased
the size of its Energy Sector Programme, raising
its commitments from US$2.8 billion to US$4.4
billion.?” The oil and gas sector received a massive
93% increase in funding, while the power sector,

which improves energy transmission, distribution
and generation (usually for large scale, fossil fuel
on-grid projects) increased by 130%. In
comparison investment into ‘new renewables’
increased by only 1.4% 28 While oil, gas and power
sector commitments account for 77% of the total
Energy Sector programme, ‘new renewables’
account for only 5%.
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Practical Action does not believe that this
prioritisation of fossil fuels over renewables
represents ‘leadership’. In fact, it rather represents
business as usual for the World Bank because it
follows previous trends — for example, between
1992 and 2005 it committed over US$28 billion
to fossil fuel projects, 17 times more than its
financing for renewable energy and energy
efficiency in the same period.?°

Ironically, with the money which it has invested
into renewables, the World Bank has achieved
some award-winning results. In 2006, a project
run by Grameen Bank and Rahimafrooz Batteries
Limited (RBL) in Bangladesh won the prestigious
Ashden Award for its decentralised rural
electrification programme. The project has
installed 90,000 solar home systems into rural
homes across Bangladesh, which the judges
noted was “the world’s most successful solar
power programme bringing electric light and
power to rural people.” In addition, the World
Bank’s recent publication, ‘Improving Lives’

is littered with similar pioneering case studies.

The shadow in the
light of the candle

Unfortunately, these types of projects remain the
exception rather than the norm, but it begs the
question — what could the World Bank achieve

if it switched its funding from fossil fuels to
decentralised energy systems? Practical Action
believe that if the World Bank is really to show
leadership it must significantly scale up its support
for renewables, the future of a low carbon world,
and phase out its support for fossil fuels.

Conclusions & policy recommendations

Practical Action believes that developing countries
have a right to grow and develop, even if this means
increasing their carbon emissions in the medium
term. Industrialised countries have the primary
responsibility to achieve global greenhouse gas
emission reductions. However, locking developing
countries into fossil fuel dependency at a time when
international climate change objectives are becoming
central to energy policy is counter-intuitive. The
development path — fossil fuel dependency or

low carbon technologies — developing countries
choose in the next 10-20 years is critical to global
efforts to tackle climate change and to reduce poverty.

Practical Action’s experience shows that developing
countries can adopt energy technologies which
deliver on both climate change and poverty
reduction objectives. Our projects show that
decentralised energy systems which use local

renewable energy sources such as wind, solar, and
micro-hydro can extend access to modern energy
services to poor communities as well as putting
them on a low carbon development path. In
addition, decentralised energy systems are ideally
suited to meeting the needs of the ‘hard-to-reach’
communities in both rural and urban areas,

which are otherwise neglected by centralised
grid-based systems.

Our projects also demonstrate that for the 2.6 billion
people who will still be relying on biomass fuels in
2030, there are simple, cheap and appropriate
solutions which can improve standards of living

and save lives.

However, delivering these solutions at a scale

and pace consistent with the increasingly urgent
timescale to meet the Millennium Development
Goals is a massive task and one which will require
a significant shift in G8 and World Bank policy.

Disappointingly, and despite the rhetoric, both the
G8 and World Bank have failed to meet this challenge.
G8 communiqués give out mixed messages and
seem to support the increased exploration and
extraction of fossil fuels. Similarly, the World Bank,
despite its apparent pro-poor credentials, has opted
for a business as usual approach to energy policy,
granting massive funding increases to the oil, gas
and power sectors while only granting nominal
increases to renewable technologies.
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Practical Action believes that
the G8 and World Bank are
at a crossroads. They must
redress this imbalance and
redouble their efforts to
deliver on their promises.

We recommend that they —

e End the use of aid money to
support new large-scale
fossil fuel projects

e Significantly ‘scale-up’ levels of
investment into renewable
technologies, especially wind,
solar, and micro-hydro

e Deliver large scale rural
electrification programmes based
on decentralised systems

e Deliver programmes which give
poor men and women access to
efficient stoves and sustainably-
sourced biomass fuels

e Adopt far-reaching international
targets for greenhouse gas
emission reductions
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