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Executive Summary and Recommendations

I. Introduction

The Global Forum on Sustainable Energy (GFSE) was launched in 1999 by the Austrian Minister for Foreign Affairs as a platform for multi-stakeholder dialogues on issues pertinent to energy for sustainable development. It facilitated three global meetings in 2000, 2001, and 2002 and one regional meeting for the countries of the Stability Pact for South Eastern Europe. Summaries of all meetings are posted on the website www.gfse.at . 

The fourth global meeting was held from 18 to 20 February 2004 in Vienna, Austria, with the overall theme: “Energy for Sustainable Development: Reconsidering the Role of Incentive Measures”. Particular emphasis was placed on renewable energies in order to provide input to the International Conference for Renewable Energies (renewables2004) and the Johannesburg Renewable Energy Coalition (JREC). 

GFSE-4 also provided a meeting platform for various energy initiatives announced at the World Summit on Sustainable Development in Johannesburg 2002. A working meeting was convened on 17 February 2004 in which some 15 energy initiatives shared information and discussed ways of collaboration/coordination. The report of this meeting will be posted on the website of GFSE.

In addition, the Renewable Energy and Energy Efficiency Partnership (REEEP), the Global Network on Energy for Sustainable Development (GNESD), the Johannesburg Renewable Energy Coalition (JREC), the EU Energy Initiative for Poverty Eradication and Sustainable Development (EUEI) and the Global Village Energy Partnership (GVEP) held consultations and working meetings in the margins of GFSE-4. “Partners for Africa” held their project kick-off meeting. A special consultation took place on the feasibility of establishing a patient capital investment vehicle in the context of JREC. Minutes of this consultation are posted on the GFSE-web-site (www.gfse.at ). 

GFSE-4 was convened by Irene Freudenschuss-Reichl, Special Representative and Assistant Director-General for UN Affairs at the UN Industrial Development Organization (UNIDO), and co-sponsored by the Austrian government, the Austrian Federation of Industry, the City of Vienna, the Austrian Energy Agency, UNDP and UNIDO. Approximately 250 participants attended, representing governments, UN bodies, business and industry, non-governmental organizations and academia from all regions. Immediately upon conclusion of the meeting, a report commissioned from the International Institute for Sustainable Development has been electronically distributed and posted on the website of GFSE as well as on www.iisd.ca . Power-point presentations given at GFSE-4 are also posted at the GFSE-web-site.

The conference was inaugurated by Mr. Josef Pröll, Minister of Agriculture, Forestry, Environment and Water Management of Austria, Mr. Johannes Kyrle, Secretary General of the Austrian Ministry for Foreign Affairs, Mr. Sonam Tshering, Director of Energy, Bhutan and Ms. Haruko Hirose, Managing Director of UNIDO, standing in for the Director General of UNIDO.

The program covered public and private perspectives on incentive measures in developing as well as in developed countries to promote energy for sustainable development. In addition, it provided an opportunity for the most active energy initiatives to present their priorities, action-fields and barriers. 

Two working groups examined case studies on the use of incentive measures, both on the supply and the demand sides, to promote energy for sustainable development, in particular renewable energies.

The draft recommendations were circulated to participants on behalf of GFSE by Ms. Irene Freudenschuss-Reichl for review and comment. The text below incorporates views expressed by participants in this electronic consultation process; responsibility for the text remains with the Convenor of GFSE-4. 

II. Most Salient Points and Recommendations

Plenary I: Setting the Stage
The high-level representatives of the international community emphasized the potential of the sustainable use of energy as a way of both alleviating poverty and of contributing to climate change stabilization. The benefits of international cooperation for the promotion of energy for sustainable development were seen to accrue both in industrialized and in developing countries.  

Plenary II: Introduction: Energy and the Millennium Development Goals

The panel discussion presented the complex web of connections between energy issues and the goals of international cooperation as enshrined in the UN Millennium Declaration.

Plenary III: Incentive Measures in Developed Countries – Public Sector Perspectives 

Plenary III focused i.a. on the  possibility of achieving the EU renewable targets through importing of renewable energy, obtaining enough biomass for strengthening the biofuel sector, ensuring sufficient investment and taxation and subsidies policies. The need for stable and coherent long-term policies and strategies for investment in the renewables sector as the main conditions to achieve EU targets was emphasized. Setting clear targets and standards would help expose and eliminate perverse subsidies. The building sector was seen as offering special opportunities to realize energy efficiency potentials.

Plenary IV: Incentives Measures in Developing Countries - Public Sector Perspectives

Plenary IV focused on various experiences of developing countries, including barriers and shortages, in supporting sustainable energy systems. Speakers emphasized that governments have the opportunity to use energy measures to reach objectives of short and long term sustainable development, as well as the Millennium Development Goals (MDGs). The Brazilian Alcohol Programme e.g. resulted in the creation of 1 million jobs in the rural areas, a 10% reduction of Brazil’s total carbon emissions, and a significant reduction of oil imports. A number of government-subsidized programs to provide LPG energy for cooking in remote areas, and/or to improve access to electricity in isolated communities have significantly helped in relieving poverty, improving health, and increasing income. 

In Africa, NEPAD is aiming at supporting rapid development of the continent, and to help build an energy system that will enable this. A broad approach is taken including power systems projects, gas/oil transmission pipelines, feasibility studies and capacity building.

Using energy as an instrument for poverty alleviation and sustainable development is often associated with upfront costs which often are experienced as unaffordable in developing countries. The point was made that these upfront costs may be recovered later, as incomes increase. The Brazilian alcohol programme was subsidized for the first 20 years; today, however, the programme is competitive in the marketplace even though the market place does not reflect the public benefits in the market conditions.

A large number of policy instruments to promote energy for sustainable development are recommended for the consideration of decision makers, including making markets work better (improving information, reducing and/or better targeting subsidies to conventional energies in a socially desirable manner, internalizing external costs, etc.), improving the innovation chain, mobilizing financing, and building capacity.  International cooperation, including on technology and finance, was seen to being essential. The Mediterranean Renewable Energy Programme (MEDREP) is developing this kind of cooperation for increasing the use of renewable energy. The Johannesburg Renewable Energy Coalition (JREC), with 85 states as members, works at the strategic level (including helping to set targets for renewable energies) and promotes synergies. A fund for patient capital is being created. The Kyoto Protocol mechanisms, emission trading, the Clean Development Mechanism (CDM) and Joint Implementation (JI), may provide additional incentives.

Plenary V: Incentive Measures – Private Sector Perspectives 

While there has been a shift in private sector attitudes towards carbon because of the threat of climate change, the continuing uncertainty over a globally accepted regime continues to mean that different sectors and different segments within sectors move ahead at different speeds. The Kyoto mechanisms are seen as providing real opportunities which some are taking advantage of, although the uncertainty over the regime and ultimate price of carbon on the market means that this progress is uneven.

The rapid growth in the renewables industry, particularly in the fastest growing sector, the wind industry, is a result of policies and measures in only a few European countries. Europe can meet its envisaged RE targets by 2010, and there is a growing call for targets up to 2020, which will require broader and more consistent policies and measures across the EU 25.

The lessons from the developed world and the developing world show remarkable parallels in very different circumstances: a clear regulatory framework, access to the grid, and stability of fiscal measures designed to promote renewables are essential; operators and investors must have certainty of this stability before making investments; and the absence of this stability creates uncertainty and confusion. However, it is also clear that the first need in rural areas of developing countries is often not for electricity, and heat and mechanical energy is the priority. Innovative arrangements in a variety of countries in the South show both that there is room for south-north know-how transfer that can complement the international transfer of capacity and know-how; that market liberalization is, at best, a mixed blessing; and that the need for a strong regulatory framework and good governance is even more important in a liberalized energy regime.

There continues to be a mismatch between the financial packages on offer internationally and the needs on the ground for renewable energy in the developing world, although understanding is increasing and the gap is narrowing in some instances.

Plenary VI: Presentation of Various Activities Promoting Energy for Sustainable Development

Progress reports were given on the EU Energy Initiative for Poverty Eradication and Sustainable Development (EUEI), activities of the Global Network on Energy for Sustainable Development (GNESD), the Renewable Energy and Energy Efficiency Partnership (REEEP) and endeavors initiated by the Global Village Energy Partnership (GVEP) to identify the best use of public funds through monitoring and evaluation in rural energy programs. A report on a regional GFSE workshop on district heating in South-Eastern Europe harkened back to a recommendation of GFSE-3, i.e. that GFSE should strive to become more concrete in its focus and consider an occasional activity at the regional level.

The relevance of enhanced information sharing and networking among the initiatives was underlined, as was the need to elaborate user-friendly ways of managing the wealth of information. This was seen as important for the facilitation of the involvement of the private sector which puts a premium on time-efficient use of resources. A number of participants emphasized a role for the GFSE in this regard. 

Working Group I – Supply Side Incentives

Working Group I concluded that:

· Energy in general and renewable energy in particular should be seen in a systems context in order to do better justice to technical complexity, financial benefits and economic perspectives;

· Wind energy is on its way of being competitive with conventional energy under current market conditions;

· No general advise can be given, whether tariff/price or quota/obligation systems should be preferred, since country specific situations need to be taken into account and no long term experience on both incentive systems is available yet;

· There is general agreement that external costs should be considered, but the methods of external cost calculation are still at the development stage;

· Financing instruments are available for sustainable energy technologies which have been successfully tested in several cases; developing countries still suffer from the shortage of such instruments, however, and not enough experience and know-how is available.
Working Group II – Demand Side Incentives 

Working Group II noted that the paradigm of discussing energy issues is shifting (ten years ago nobody in the energy community talked about access, or recognized the importance of providing not “energy” per se, but “energy services”).

The Working Group also noted that incentive measures/subsidies are necessary at all levels; they need to target poverty, economic development, leveraging excess liquidity in the financial system; the point was stressed that they should be used for efficient uses of energy only. Sustainable energy should enhance poverty alleviation and economic growth, but there is a lack of data on this topic. 

A special role was seen for incentives/subsidies from public funds, which should be concentrated on creating an enabling environment for investment instead of being used directly for investment. A need was seen for innovative approaches, e.g. public upstream facilities, such as the “Implementation Facility” elaborated under the EUEI; and down-stream mixtures between public and private and even purely private instruments, e.g. the JREC Patient Capital Initiative. 

The issue of whether it would be expedient to promote a human right to energy services was inconclusively discussed and the need to raise awareness among the poor for energy choices and to get the poor represented in decision making was emphasized. It was suggested to map the availability of renewable energies and to look at global flows. The increase of transport demand was flagged as well.

Concluding Panel: Next Steps to Advance Energy for Sustainable Development

The concluding panel started out with a comprehensive briefing on the International Conference for Renewable Energies, renewables2004, hosted by Germany in June 2004 in Bonn, and participants were invited to visit the website of the conference, www.renewables2004.de .

Panelists were then asked by the Convenor of the Meeting to look at the way ahead, both for the energy for sustainable development agenda at large, the follow-up to renewables2004 and possible future roles of the Global Forum on Sustainable Energy.

Several areas of urgent action were identified by panelists and discussants:

· Energy interventions can support the attainment of sustainable development objectives and Millennium Development Goals, in particular poverty alleviation and economic growth. Incentive measures/subsidies, well defined and targeted judiciously, are necessary, suitable instruments. In projects/programs the focus should be on providing the necessary energy services and not on promoting a priori a given technology.

· The recommendations of the Johannesburg World Summit on Sustainable Development on energy should be implemented urgently, so that the danger of public funds being diverted to other sectors does not become a reality.

· The energy dialogue could benefit from the development of a systems approach (a systems approach would i.a. transcend the terminology of “demand side” and “supply side” which was seen as no longer helpful) with the objective of focusing on the efficiency of energy systems); a working group of GFSE on the systems approach, to be facilitated by Mr. Albrecht Reuter of IRM-AG, will be proposed to GFSE-participants through electronic means.

· The proliferation of networks and energy initiatives, while being a positive testimony to the productiveness of the Johannesburg World Summit on Sustainable Development, could soon become a problem both for the absorptive capacity of developing country institutions and for an effective interface with the private sector. Collaborative efforts among various energy initiatives should be enhanced and explicit agreed coordination mechanisms for the international energy community should be aimed for. A role was seen for GFSE to make the wealth of information on energy initiatives more user-friendly.

· Greater attention should be given to the innovation chain for renewables and measures to buy down cost; particular chances for leapfrogging were identified in the construction sector and in transportation.

· More attention should be given to energy efficiency issues, both in terms of retrofitting and for leapfrogging new opportunities. It was suggested that a future meeting of GFSE might follow-up on this issue.

· The hope was expressed by speakers that renewables2004 would lead to at least two concrete outcomes, i.e. new commitments of the EU in terms of long term targets as well as to specific collaboration endeavors between the EU and one of the regional platforms which endorsed the promotion of renewables, such as the Brazilian Platform of Latin America.    

· Within the framework of the WSSD process and the Johannesburg Plan of Implementation, a gap analysis on the needs and the institutional set-up should be made for energy, including renewables as a preparation for bringing energy back to the multilateral negotiations (during the CSD biennium 2006/7).

· In the future, more clarity of discussion might be achieved by clearly separating deliberations on “How to accelerate the up-take of mature renewable energy technologies and how to make them more affordable in developing countries” from deliberations on “How to satisfy the unmet needs for energy services”.
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