








How we get started

Support for a global scheme requires
evidence of success. Establishing

a bilateral or small multi-lateral

pilot intitative between willing and
progressive countries in the North and
South could embed the right principles
and mechanisms, while advocacy

and multi-stakeholder engagement
alongside the pilot would ensure a
participative process in the eventual
design of the fund and how it operates.
Once global support is secured, the
scheme should be scaled up and
incorporated under a UN framework.

The window to tackle catastrophic
climate change is closing, while the
political momentum for universal
access to energy is growing, making
this the key moment for a model
built on globally funded feed-in
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tariffs. These policy goals require
a comprehensive and coherent
approach to maximise and amplify
benefits across both objectives.
Conversely, a lack of cohesion could
further entrench current trends
towards fracking for shale gas or
deep-sea Arctic drilling, resulting
in severe environmental and social
costs.®® IEA and IPCC research
indicates that current policies are
failing to adequately address climate
change and energy access and
lack the framework for the critical,
transformative action needed.
Transformation requires tackling
those economic and political forces
with a vested interest in reproducing
the same ineffective energy model. A
study commissioned in Mozambique
found that renewable resources
could easily provide enough energy
for the 80 per cent of the population

without access to clean, affordable
sources, yet national energy policy
is based on an expansion of fossil
fuels and large-scale hydroelectric
power.> Similar examples are
common throughout the global
South. We need political leadership
to break our fossil fuel dependency;
doing so could transform the way
we think about and use energy,
allowing the world to develop cleanly
and sustainably. A model of globally
funded feed-in tariffs represents the
most cost effective way of achieving
this. Delaying the transformation has
severe financial costs: according

to the IEA, each year that passes
without embarking on an ambitious
and necessary path of emissions
reductions adds another US$500
billion to the bill, more than double
total investment in green technology
in 2010.

A family using solar panels

Tarialan soum, Uvs Aimag
(Uvs Province), Mongolia.
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DIGGING DEEPER: POTENTIAL FEATURES
OF A MODEL BUILT ON GLOBALLY FUNDED
FEED-IN TARIFFS

Global level

Global fund

The global fund would ensure
stable, guaranteed flows of finance
over its lifespan. It would allocate
country funding based on an agreed
framework, recognising common but
differentiated responsibility (CBDR).
The eventual level of funding should
not inhibit energy access ambitions or
climate goals, but instead provide an
indication of how much extra finance
would need to be generated.

A model for civil society participation
in a global fund is the multi-
stakeholder Global Fund to Fight
AIDS, Tuberculosis and Malaria.

The Fund ensures transparency,
accountability and greater
sustainability through a collective
sense of ownership from the
involvement of those whose needs it
serves.*® The fund will provide FITs
payments and upfront finance for
communities to purchase appropriate
technology through direct access via
national agencies. Capital will also be
available for capacity building.

Participation for developing countries
is voluntary. However, globally agreed
principles will provide the parameters
for the national energy needs

assessment and the resulting strategy.

This ensures key goals and priorities
are met, eg prioritising off-grid energy
access, ensuring environmental
safeguards and social integrity

of projects and technology, and

guaranteeing democratic participation.

Governance

Similar to the Adaptation Fund,
the multi-stakeholder fund board
would have equitable and balanced
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regional representation, but also
include civil society and technical
members. The World Bank'’s poor
record on development, environmental
integrity and social justice make

it an unsuitable participant if the

fund is to gain widespread support.
Before scaling up to a global level,

the fund should begin as a pilot
between a small number of donor and
recipient countries. It could then be
incorporated within the UN framework.

Scale of financing

The IEA sees an additional US$18
trillion investment in low-carbon
energy technologies needed by
2035 to stand a 50 per cent chance
of avoiding 2°C. Scientists now say
even 1.5°C of warming will have major
consequences.% The |IEA also says
we need to spend an extra US$50
billion a year — five times current
spending — to achieve universal
energy access.®” Tackling both
simultaneously could bring double
dividends. Lowering the cost of
renewables to grid parity — the same
price as other fuels — is predicted

to cost an additional US$100 billion
a year for 10-15 years, a small sum
compared to the IEA’s predictions.

If combined with upfront soft loans
and grants to purchase technological
hardware, infrastructure and
capacity building, universal energy
access could also be achieved. UN
Development Programme research
on scaling up decentralised energy
access programmes shows the
importance of budgeting for capacity
development, which accounted for
between 56 and 68 per cent of total
budget with the remainder spent on
hardware.%® Sums could begin small
and be ramped up as successful pilot
initiatives build credibility and generate
interest. Feed-in tariffs are proven

to crowd-in investment, meaning
initial public investment would prompt
a dramatic surge in interest and
investment from non-state actors.

In accordance with legally binding
obligations under the UNFCCC,

the fund should receive new and
additional public finance from rich,
industrialised countries. In addition
to assessed tax-based contributions,
research by Friends of the Earth
shows that even conservative
estimates put potential revenue

from “innovative sources” of climate
finance between at least US$400
and US$600 billion.*® For example,
a leaked report by the World Bank
and the IMF in preparation for the
2011 G20 summit shows diverting
fossil fuel subsidies and a levy on
aviation and maritime fuels both bring
in considerable sums, although they
would need to adhere to common
but differentiated responsibilities
(CBRD) principles. According to the
European Parliament, a financial
transaction tax like the one currently
operating in Brazil to curb speculation
could bring in as much as US$650
billion a year if applied globally.®°
IMF Special Drawing Rights could
bring in an additional US$100 billion
a year without affecting inflation. All
would provide upfront public capital
for governments to invest rather than
resorting to carbon markets — which
are unreliable sources of capital and
ineffective at reducing emissions."
Carbon markets also try to drive

up the price of fossil fuels to make
renewables competitive, when the
opposite — bringing down the cost of
renewables — is required to ensure
affordability.
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National level

National Strategy for Renewable
Energy Access

Each country that chooses to
participate would create or amend a
national agency, linking the fund to
local energy needs through a National
Strategy for Renewable Energy
Access (NSREA), based on national
needs but adhering to internationally
agreed principles.

The NSREA would be the outcome of
a national energy needs assessment,
a multi-stakeholder process bringing
government, industry and civil
society together as equals to agree
national energy and energy access
priorities and the necessary laws and
institutions to fulfil them. Renewable
energy is already on the agenda of
many developing countries: REN21 —
the Renewable Energy Policy Network
for the 21st Century — identifies at
least 119 countries with some form of
national renewable policy.6> However,
UNDP experience in Asia-Pacific
shows most countries are failing

to integrate poverty reduction and
environmental protection into their
energy policies.®® Rural electrification
is likely to figure prominently in any
assessment, yet while many African
countries have rural electrification
plans, detail around renewables is
lacking and most still favour large-
scale centralised grids.%* Social,
cultural, economic and technical
barriers will have to be identified at all
levels to ensure the assessment leads
to an effective strategy. Including

all key stakeholders (government,
industry and civil society), as with

the Forestry Law Enforcement,
Governance and Trade (FLEGT)
Action Plan that tackled illegal
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logging (see box 8), increases buy-in,
legitimacy and also scrutiny of all
parties, leading to better outcomes.®

Civil society participation

Enabling processes and on-the-
ground capacity building will ensure
genuine civil society involvement.
Much legislation around participation,
community and environmental rights
already exists internationally but

may need to be incorporated in law
or reflected in policy. Again, a good
example is the FLEGT process,
which created a national network

of shared civil society platforms

in Cameroon, Congo and Ghana.
Through grassroots capacity building,
knowledge sharing and advocacy
among local NGOs, civil society
voices were represented at the
national level (see box 8).

Access via national strategy

The assessment and resulting
NSREA, if designed appropriately,
should release the global financing for
FITs and enabling policies. Capacity
building and the lending of expertise

and resources from the Fund to
countries completing NSREAs
should ensure a smooth process,
building strong bonds between donor
and recipient countries and feeding
expertise and best practice.

The NSREA should decide
appropriate national technologies,
based on overall Fund principles

and local knowledge of needs

and resources that respect local
communities and the environment.
Institutions and nationwide networks
will therefore need the capacity to
pass on such information. Intellectual
property rights will have to be relaxed,
and technology hubs should share
information and best practice to adapt
technology to local conditions through
innovation, leading to local industry
and job creation. Technology options
will not necessarily be high-tech or
electrical, and should include clean
cooking and mechanised technologies
which could also be brought into

the FIT, for example through cross-
subsidisation. Participatory technology

BOX 8: FLEGT AND MULTI-STAKEHOLDER DECISION MAKING

Under the Forest Law Enforcement,
Governance and Trade (FLEGT)
Action Plan, Voluntary Partnership
Agreements (VPAs) are signed
between the EU and timber-
producing countries to combat illegal
logging.®” VPAs:
» Set out commitments and
actions of both parties,
including measures to increase
participation of non-state
stakeholders and rights holders,
recognise rights of communities
to the land and address
corruption.

» Depended upon the approval of
national stakeholders, including
NGOs, forest-dependent
communities, indigenous peoples
and the timber industry.

Saw the creation of nation-wide

networks of civil society platforms

through wide-spread capacity
building, knowledge sharing and
advocacy.

* Have been negotiated between
the EU and Cameroon, Congo
and Ghana and adopted with all
stakeholders involved — a first.

Source: FERN
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ELEMENTS OF A MODEL BUILT ON GLOBALLY FUNDED FEED-IN TARIFFS An illustrative diagram of the

potential features of a model built

--------------------------------------------------------------------- — on globally funded feed-in tariffs
Public finance

International:

* Finance: New and additional

upfront public finance from

industrialised countries, incorporating

innovative sources and in line

with Common But Differentiated

Responsibility.

* Fund: equitable regional

A representation of governments,

* civil society and technical experts;

mandates sustainability principles and

pran National Strategy for collates international best practice.
Renewable Energy Access/ National:
National Renewable Energy ¢ Energy needs assessment:

Access Agency jointly undertaken and approved by
government, civil society and industry.

* National strategy/agency: result
of energy needs assessment, outlining
course of action, including institutional
and legislative reforms; principle
mechanism to access and redistribute
finance once strategy approved by

| v T f global fund.

Local:

Government Industry « Finance: payments for on-, off-
and mini-grid FITS upon generation,
creating greater transparency and

Civil Society platform accountability; upfront finance
through soft loans and grants to local
communities and small businesses for
clean technology.
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enables local communities to take

advantage of the scheme; avoids
further privatisation of energy services.
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assessments will need to critically
examine technologies from a

health, environment and social risk
perspective and make it possible for a
country to exclude any inappropriate
technologies. Ensuring energy
efficiency should also be an integral
part of the overall model.

Payments for generation

Payments should be long-term and
stable, so communities and local
businesses can invest in their futures
securely. However, the rate for new
FITs should reduce over time, reflecting
falling technology costs and risk. Such
a mechanism exists in the German
FIT, known as a digression rate, and
ensures renewable generation targets
are met but without the Government
overpaying. It would provide greater
certainty to international donors on
predicted expenditure and prevent
unexpected tariff changes as in the
UK over solar PV.% Rates should be
set according to technology and local
conditions as well as the model, ie
higher rates to encourage off-grid or
mini-grids and recognition of different
needs and ability to pay.

Local level

FIT model

The feed-in tariff will have the flexibility
to deliver on and off grid depending
on a country’s needs, emphasising
access. Most African countries will
focus on off-grid rural electrification,
while many Asian countries will
generate affordable and reliable on-
grid and decentralised energy. For
both continents, renewably powered
decentralised mini-grids for single

or multiple villages are now usually
cheaper and more reliable than
extending the national grid, partly due
to cheaper technology but also rising
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diesel prices for single or communal
generators.% While hybrid mini-grids
(more than one energy source) often
use diesel generators as a reliable
backup, smart mini-grids that combine
more than one renewable source

can avoid this option. Mini-grids

may eventually be connected to the
national grid, feeding any excess back
in. On-grid models can substitute

the dirty sources currently used

by energy-intensive industries and
consumers, but must not catalyse a
large-scale privatisation of energy
generation and distribution.

Soft loans will be channelled to local
communities and small businesses
through a multi-stakeholder national
implementing agency, guided by the
national strategy — the key lesson from
the Adaptation Fund is the importance
of capacity building to ensure finance
reaches where it is most needed.”
The primary focus of the loans will

be on off-grid and the poorest by
providing upfront credit for technology
and clean cooking facilities. These
can be paid back through guaranteed
payments through the FIT, while
avoiding the risks associated with
commercial loans.

Models of governance and
ownership

Different kinds of investment,
ownership and management — private,
public, social or a combination — will
need to be explored in each country
to see what is locally appropriate.
Local ownership should be given
preference to prevent land grabbing
and the widespread expansion of
existing or new energy monopolies.
Co-operatives have been encouraged
by the IEA as the most effective way
to spread decentralised mini-grids.” In

the United States, 90 per cent of rural
America gained electricity access via
co-operatives in 17 years (see box
4). Studies by the EC Joint Research
Centre show electricity co-operatives
have lower energy costs and higher
levels of local participation — key

for project sustainability.”? Positive
examples in Bangladesh and Nepal
point to their effectiveness both at
increasing rural electrification and
stimulating micro enterprises through
their local development focus and
access to finance.”

Capacity building

Local-level capacity building

will be essential, bringing down
medium-term project costs much
faster than technological change.™
Grassroots empowerment should
ensure local communities’ energy
priorities are reflected in the energy
needs assessment, rather than
assuming them: in many cases
domestic electricity will come after
other communal needs such as

a solar-powered water pump for
irrigation and clean drinking water.”™
Empowerment can be through training
and knowledge sharing, legal advice,
advocacy and technical support.

Knowledge receiving and sharing

Technical training and support
would pass knowledge down and
up, ensuring best practice is shared
nationally and between countries

in the global South. It allows more
effective transfer of technology,

as success is dependent on soft
(systems and expertise) as well as
hard technology if it is not to fall into
disrepair.”® Networks — local and
regional — can facilitate this, as well
as adapting technologies to local
conditions, stimulating local job
creation and development.
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RECLAIMING POWER

This report aims to provoke public debate around a global mechanism
that moves the planet away from fossil fuels towards a future of
affordable and sustainable energy for all.

The report shows the way we produce energy is not working for people or
the planet and needs to change:

e Dependence on fossil fuels is driving dangerous climate change.

» The traditional energy model is fossil fuel-intensive, highly centralised and
grid-focused; yet over 1 billion of those currently without electricity will never
be reached by national grid expansion.

40 per cent of the world’s population is inadequately served by the
traditional energy model and still uses traditional biomass, impacting
health and development.

Current policies and investments are not moving us beyond fossil fuels.

In this report Friends of the Earth England, Wales and Northern Ireland
proposes a global energy model that:

e Tackles climate change by shifting our energy system beyond polluting
fossil fuels.

Delivers a low-carbon, decentralised model of energy generation through a
series of globally funded but nationally designed on- and off-grid renewable
energy tariffs.

Addresses poverty and development through achieving universal access to
clean, reliable, affordable energy, a key catalyst in improving quality of life.

Uses upfront public investment to rapidly lower the global cost of renewables,
making the transition to a low-carbon economy cheaper and easier in
industrialised and industrialising countries.

This report draws on the longstanding Friends of the Earth is:

experience of Friends of the Earth + the UK’s most influential national environmental campaigning organisation
England, Wales and Northern Ireland as
an environmental justice campaigning
organisation and on the rich experience

and analysis of our sister organisations
in Friends of the Earth International. the a unique network of campaigning local groups, working in more than 200

communities throughout England, Wales and Northern Ireland

» the most extensive environmental grassroots network in the world, with around
2 million supporters across five continents, and more than 70 national
organisations worldwide

largest grassroots-to-global federation
of environmental justice campaigning dependent on individuals for over 90 per cent of its income.
organisations in the world.

Making life better for people by inspiring solutions to environmental problems

Friends of the Earth England, Wales and Northern Ireland
26-28 Underwood Street

London N1 7JQ

www.foe.co.uk

Tel: 020 7490 1555

Friends of Fax: 020 7490 0881
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