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The Energy Divide Energy Is key for
Growth and for Human Development
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How do the rich and the Poor

Meet their energy needs?
. The Poor
Therich  Human energy: never
e Electricity spoken about, or
accounted for in national
e Petroleum Products accounts, yet single most
« Natural gas Important source for

Biomass for barbecues

Low % of high
productivity human
energy

agriculture, transport,
cooking etc., but low
productivity

Biomass: for cooking and
heating

LPG

Petroleum products
Electricity






GLOBAL Warming Outdoor Air Pollution

Lessons from Bangladesh:
-2/3 of the country may
disappear from the rise of

sea levels ’Eﬁ

- The poor suffer more i
» Death of infirm people ﬁ
« PM10 Particles Aggravate £

Health Problems such as 4 & ©

Asthma, Bronchitis and . B

Admissions

 PM 2.5 Particles contributeg

mainly to prematur
Mortality and Hospital"s
Admissions



Indoor Air Pollution: Number one
killer:.

Indoor air Pollution kills 2.5 million
women and children p.a, more than
malaria and tuberculosis (WHO).



Energy Security: A source of tension between
the Industrialized and developing world today?

Industrialized Countries:
-Simple Motivation: maitain
consumption & sustain

growth

- Straightforward strategies.

Control underground wealth
&5 geopolitics

Market Efficiency e
regulatory framework

Secure Investors << corporate
restructurings

Environmental concerns
&5 technology




& Energy and the MDGs - clear on the What but not on the
How

& Energy Prices - High prices are “taxing” low-income
Importers

z  Investment - Huge and growing financing gap

&5 FInancing— International public & private investors are
few, domestic capital markets are weak

& Technology development - Take-up by developing
countries lags



Energy to meet the MDGs

Enterprise
Productivity/ _ uman
Income Gen. Productivity
Ethiopia Rural India
Unreliable No access to

electricity supply

modern fuels

8-

8-

Firms need to
buy back-up
generators

Women spend
an hour per day
gathering
firewood

3

Small enterprises
cannot afford
cost

3

Low growth &
low labor
demand

Low labor
participation
rate

Health

No access to Emissions
modern fuels
High indoor air
pollution

I ngestion

High rate of
Respiratory
High rate of [lInesses &

child mortality

Education

Rural Africa

No access to
electricity

$

Less time to
study

.

Reduced access
to
info/education

-

Lower Qs

Low
educational
achievement &
labor particip.




Energy Investment Requirements by Region
2001-2030
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OECD Europe will account for around 15% of global energy
investment needs of $16 trillion



Rapid Urbanization - huge energy infrastructure,
Investment and environmental mitigation needs
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Energy Prices - are persistently above trend

High prices - exacerbate the energy security crisis
for low Income importing countries

Oil Price 1960-2015 ($/bbl)

— Current
— 1990 %

Forecast f

iIf fundamentals prevail
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| Nvestment — Needs and Shortfall

& Electricity infrastructure in developing countries
needs about $120 billion of new investment p.a. until
2010 I.e. between 2 and 3% of GDP

2 However investment lags resulting in shortages,
system failure and slow system expansion

&< Under investment in the sector slows economic growth

2 ENERGY SECURITY: Shortages, Poor System
Reliability & Slow System Expansion



|nvestment - alarge agrowing gap

Financing Required for the Power Sector
In Emerging Markets 1990-2020

Cumulative
Sum ($Bn)

$4,300 Bn

High Investment Demand -
Gap covered by public financin Scenario (3%) . $3,800 Bn
self-financing, donor funding,

and rationing
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Private Investment
in the Power Sector

Source: World Bank, IEA, Deloitte Touche Tohmatsu Emerging Markets Group

Deloitte Historic Future

Emerging Markets Group




Decl

Ine In private investments in

power Iin developing countries
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-
Private Sector investors are fevv( Cm

& |nternational Private Investors .~ *
&US Investors have somehow retrenched
&EU Investors are preoccupied with EU legislation

&sopening each member’ s electricity market-
offering huge opportunities and enormous threats
to firms which do not position themselves in the
new market context.

= Domestic capital participation

zs0nly in (some) middle income countries and for

small deals in less developed countries

zsBut also a problem of effective demand



WHAT DOES THE WORLD
BANK GROUP PROPOSE TO
DO?



The Global Challenge of delivering
sustainable energy services to the poor

Communities

Various Governments
Institutions  Service
Enterprises

lFinancing Mechanisms' ,emmp

Biomass

Sustainable Energy
Services: production

" — and Use

Efficient Markets

—

Electricity and Gas

<

Off -Grid Renewables

— Hydrocarbon Products (Kerosene)




The WBG Energy Business
Renewal Strategy Framework

Direct Poverty
Alleviation

Environmental
& Social
ustainability

Macro/
Fiscal
Stabilization

Governance /
Private Sector
Development




Energy is back on the Bank agenda

&L ending has recovered but WBG can do more in
middle-income countries

Energy - Economic & Sector Work

IBRD/IDA Lending Approvals for 2500 0
Energy projects (supervised by all SBs)
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Many Technological Options: renewable
mini-grids and Hybrid Systems, Small to Big

o e s

Grid extension, Distributed,[ ™ == = smaies
Regional Interconnections [t aes




% of potential
developed

Economically-feasible hydropower potential
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The Bank and Hydro: Recent History

1200

-
-
o

800 T

600 T

400

IBRD/IDA & Grant Comm Amt

200 7

90-92 93-95 96-98 99-01 02-04




Opportunities.... Scaling up

Renewables
Cost of Electricity
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Time Until... :

First Law for Restructuring > El Salvador & Guatemala )

>First Privatization of Gen. Utilit)> )
_— Privatzation of Distb. Uites > e OO

»

_ Boivia_____>
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Infrastructure Action Plan — Main Messages

Engagement Anywhere Along the Spectrum

pub i~ —— -, .

BRD/IDA or: eg ano

Targeted Subsidies OK
* For Connections

Cost Recovery
Critical

But At A

Realistic Pace m

» For Usage Charges




TheWorld Bank Group

\

Political Risk Mitigation

Public Sector Management Finance

Regulation and Private Transactions
e PE e Risk Management

Social Protection
/Participation

Environmental Protection
Credit Risk Mitigation

Private
Sector
Cote

Chad - Cameroon - Petrolc elopment and Pipeline




