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Introduction

As late as 1930, only 1 in 10 rural Americans had access to
electricity. In subsequent years, rapidly increasing power
generation and growing the electrical grid across the coun-
try became major pillars of the American battle against do-
mestic poverty and a foundation for decades of economic
growth and wealth creation. Today, energy access is univer-
sal in the United States. Reliable and affordable electricity is
considered a basic necessity of life, an indispensable input
to almost every aspect of modern living.

That same transformation is possible today in large
parts of the developing world, where lack of access to
modern energy harms quality of life and constrains
economic growth. A concerted policy effort by the United
States could help unleash tremendous human and
market potential around the world. Pushing to promote
electricity generation and access could significantly
contribute to doing good in developing countries—and
doing well for the United States.

The Challenge and Impact of
Energy Poverty

Energy poverty is endemic in most developing countries,
especially in Sub-Saharan Africa. The International
Energy Agency (IEA) estimates that nearly 1.3 billion
people globally lack access to electricity, and about
half of these people live in Africa. Sub-Saharan Africa
is particularly energy poor: only 32 percent of the total
population has “modern energy access,” according

to even the most minimal definition. While rates

vary between and within countries, in at least 37
Sub-Saharan countries, less than half the population
has electricity. In extremely poor and post-conflict
countries—such as Liberia, South Sudan, and Sierra
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POLICY RECOMMENDATIONS

e Strengthen the Power Africa Initiative
through a multiyear congressional
authorization with clear authorities.

e Reform the Overseas Private Investment
Corporation (OPIC) or establish a
modernized US Development Finance
Corporation to catalyze and harness
private capital for energy development
(see related proposal—Bringing US
Development Finance into the 21st
Century).

e Ease restrictions on countries that are
most energy poor but least responsible
for global emissions.

e Upgrade to a realistic definition of
modern energy access.

Leone—rates are less than 5 percent. In these countries,
electricity is a luxury available for only a handful of elites
(see figure 1).

While these statistics tell a disheartening story, the
reality on the ground is even worse. For those technically
with “access” —that is, those whose homes or businesses
are hooked up to a power grid—the actual flow of
electricity is both sporadic and costly. Brownouts and
electricity rationing are the norm, with even South Africa
experiencing rolling scheduled blackouts in 2014. In




—

L LG

The White House and the World 2016

Figure 1 Over 620 Million People Lack Access to Electricity in Africa

Share of Population
without Access to Electricity

| A
W so0%t075%
W 5% t049%

<25%

Source: IEA Africa Energy Outlook, 2014

Nigeria, a 2014 poll indicated that nearly two-thirds of
citizens with an electrical connection received fewer than
five hours of continuous power supply on a daily basis.*

Countries simply do not generate enough electricity to
meet growing demand with outdated and insufficient
infrastructure. Excluding South Africa, installed
generation capacity in Sub-Saharan Africa is only 45
gigawatts (GW).2 This is equivalent to the installed
capacity in the state of Illinois.? Nigeria (population 174
million) has 23 power plants connected to the national
grid with a generating capacity of roughly six 6 GW,
which is roughly the same as North Dakota (population
723,000).* Liberia has zero large-scale power plants.

Unsurprisingly, a recent detailed analysis of the Liberian
economy highlighted electricity (as well as roads) as the
top binding constraint on growth.®

Not only is power in short supply, but it is also extremely
costly. According to the World Bank, power prices are up
to three times more expensive in Sub-Saharan Africa
than in most developing countries ($0.13 per kilowatt
hour [kWh] versus $0.04-50.08/kWh).¢ Liberia has the
world’s highest power prices at $0.57/kWh, while the
cost of generating power is $0.77/kWh.” With 84 percent
of Liberians (and 47 percent of Sub-Saharan Africans
overall) living on less than $1.25 per day, affordable
electricity is simply out of reach for most people.
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Figure 2 ATypical US Refrigerator Uses Nine Times More Electricity than the Average Ethiopian Citizen

kWh/year

149

92
52

459

=

Ethiopia Liberia Tanzania

Nigeria

Kenya Ghana Modern fridge

Source: [EA, 2011

High costs and low supply contribute to extremely low
electricity consumption, even for people with “access.” By
illustration, the average American uses about 13,200 kWh
per year, or nearly 100 times that of the average Nigerian.
Most African citizens consume less power per year than
what a typical modern refrigerator uses (see figure 2).

Energy poverty has far-reaching and deadly
consequences. The lack of electricity and clean fuels
means there is little or no access to electric cooking
and heating, which are safer and healthier. Indoor air
pollution caused by burning biomass fuels (such as
wood and charcoal) causes an estimated 3.5 million
premature deaths globally a year, more than AIDS

and malaria combined.® Moreover, some 60 percent
of refrigerators used in health clinics have unreliable
electricity, compromising the effectiveness of vaccines
and pharmaceuticals to fight preventable diseases.’
Living without power also harms education, preventing
students from studying at night and limiting
technologies that schools can use for teaching.

Energy shortages are a massive drag on economic
growth and job creation. While recent growth rates of
African economies have been impressive, World Bank
enterprise surveys have consistently pointed to the lack
of reliable, affordable electricity as a top constraint to
business expansion.’® For instance, 76 percent of firms

in Nigeria cite electricity as the biggest constraint to
their operations. This is not surprising because they
lose 9 percent of annual sales to electricity outages,
which occur 302 days a year.* And with 12 million
African young adults entering the job market each
year facing staggering unemployment and demanding
better economic opportunities, these constraints have
implications for US national security and commercial
interests.? The IEA calls energy poverty a “brake” on
development and growth, one that must be released to
build modern economies and raise

living standards.*?

However, energy access in Africa is not a global climate
issue. Across the Power Africa countries, average per
capita CO, emissions are a mere 0.3 tons per year—
almost 20 times less than the global average, and 60
times less than the United States (see figure 3). Africa
is responsible for only 2.5 percent of global cumulative
emissions since 1980, despite being home to nearly 15
percent of the world’s population.** African countries
are going to require a range of technologies and fuels
to close the energy gap, but with such a low starting
benchmark, even better-than-expected increases in
African energy consumption would have a negligible
impact on the broader climate challenge. At the same
time, increased energy access would have a hugely
beneficial impact on African development and growth.



The White House and the World 2016

Initial Global Response: Progress and Gaps

Now is a critical moment to alleviate energy poverty.
Global leaders have increasingly called for a more inten-
sive focus to close the growing energy access gap. The
post-2015 Sustainable Development Goals (the guiding
global development agenda intended to succeed the Mil-
lennium Development Goals) are likely to include an en-
ergy goal, with initial drafts aiming to “ensure access to
affordable, reliable, sustainable, and modern energy for
all.”** The World Bank and United Nations have launched
their Sustainable Energy for All initiative, which aims

to bring universal access by 2030. And at the African
Development Bank, the regional bank most engaged on
the front lines of energy poverty, power projects are the
second highest sector in the portfolio.*®

These multilateral commitments to energy are matched
by, and partly in response to, strong prioritization of
energy among governments and citizens of developing
countries. Infrastructure investment, especially in the
power sectors, is consistently among the top priorities
for African governments and in public opinion surveys.*’
Public demands are especially high given the large num-
ber of new natural resource windfalls. Huge recent dis-
coveries have revealed a total of 256 trillion cubic feet of
proven gas reserves in 20 Sub-Saharan African countries
(by comparison, the United States has 323 trillion), with
several more countries in the exploration stage.’ Local
citizens understandably expect some of these resources
to be used to address long-standing electricity challeng-
es rather than have all oil and gas production exported
to wealthier trading partners. Governments, too, are
eager to capitalize on this potential boon to energy ac-
cess. Tanzania, for example, states in its National Natural
Gas Policy that “facilitating wide domestic utilization of
this indigenous resource [is] an important element of
the country’s strategies for achieving rapid broad-based
growth and socioeconomic transformation.”**

The increasingly dire situation of African energy poverty
comes at the same time as burgeoning private-sector
interest and opportunity in the region. Emerging and
frontier markets are demonstrating growing demand for
energy, and private investors are beginning to respond.
In 2013, more than one-fifth of foreign direct investment
inflows to Africa were for energy-sector projects, and
new investment partnerships between some of Ameri-
ca’s largest private-equity firms and major African infra-
structure companies signal a deliberate pivot toward the
continent.?°2! This shift creates an opportunity for the US
government to leverage business engagement and help

build the next generation of emerging markets, with
only a modest budgetary impact.

Time for US Action

The current global economic and political agendas
are more aligned than ever to fight energy poverty.
The intersection of multilateral agency, bilateral
government, and citizen and business attention offers
unique traction for strategic partnerships for the
United States—with potential economic, political, and
diplomatic dividends.

The United States should build on the momentum
from Power Africa. The US government has already
emerged as a leader on the energy poverty agenda
through the Power Africa initiative. Launched by
President Barack Obama in June 2013 and expanded
in 2014, the effort aims to boost generation by 30 GW
and provide access to 60 million homes or businesses
through a mix of public- and private-sector tools.
These highly ambitious goals translate into covering
roughly 300 million Africans, or roughly half of those
currently living without electricity. Initial public
resource commitments total $7.3 billion (principally
from the US Export-Import Bank and the Overseas
Private Investment Corporation [OPIC], plus some

US Agency for International Development technical
assistance), as well as $20 billion in private capital
from power development companies and investors.
The initiative has also leveraged additional interest and
investment from other multilateral and bilateral actors,
such as $5 billion from the World Bank and $1 billion
from Sweden.?? Further US government leadership in
pushing the energy poverty agenda forward will likely
bring even more partners into the mix.

Power Africa provides a useful framework to accelerate
US policy for energy access over the next decade. As
home to some of the world’s largest energy-sector
firms and largest pools of private capital, the United
States has a particular advantage in encouraging
private-sector involvement. The US government already
has agencies, such as OPIC, that can help link these
firms to commercially viable energy projects. Likewise,
the United States has a unique capacity for sharing
energy technology expertise, stemming both from
private-sector experience and from public research and
development labs. Power Africa also has significant
potential to establish modernized engagement models
between the United States and developing countries;
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these models are based on partnership and mutual
interests rather than on the increasingly outdated
donor-recipient model. While Power Africa is promising,
its future is far from guaranteed because constraints
hold the United States from achieving its potential.

Misguided investment regulations are a constraint. In
response to interest group concerns about global carbon
dioxide emissions, the US Congress has hamstrung

US development finance tools. Yet, these restrictions
have little impact on global climate change objectives,
while causing significant harm to poor people in
developing countries. For instance, a carbon emissions
cap on OPIC’s portfolio has effectively pushed it out

of nearly all natural gas power projects in the world’s
poorest countries. Meanwhile, these same countries
are developing their own natural gas resources, which
can fuel affordable electricity at home.? This strategy is
not only preventing US investment in potential power
plants, but it is also ineffective as a carbon mitigation
response. The poorest countries produce almost no
carbon emissions; all of Sub-Saharan Africa accounts

Table 1 Global Energy Access

Electricity Consumption

R m

for only about 2 percent of current global emissions. In
other words, even if all African countries adopted zero-
carbon strategies, it would make virtually no difference
to global targets. Yet, blocking finance for natural gas
projects in poor countries will cause certain harm by
denying electricity to millions of people.** Moreover, the
current approach is blatantly inconsistent with the long-
established “all of the above” domestic energy strategy.

The existing definition of modern energy access is far too
low. The commonly used IEA standard is a consumption
level of 250 kWh per year (or roughly 50 kWh/person/
year) in rural areas and 500 kWh per year (100 kWh/
person/year) in urban areas. By comparison, an average
of 100 kWh/year is the equivalent of powering a single
60-watt lightbulb for five hours per day. This is closer to
a definition of energy poverty than anything remotely
close to a dignified, modern standard of living.**

We propose four additional steps that would build on
recent progress and overcome remaining barriers to
powering up US policy in the fight against energy poverty.

Access to Electricity Population without Electricity

(per capita kWh/year)

United States 13,395
Europe, Average 7,062

South Africa 4,654

China 2,944

Tunisia 1,350

India 641

Ghana 299

Kenya 155

Nigeria 135

IEA Urban Threshold ~ ----------- HOY)=========2===
Tanzania 91

Liberia 79

Ethiopia 51

Source: I[EA, World Bank

(% of population) (millions)

100% 0.0
100% 0.1
85% 7.6
100% 4.0
100% 0.1
75% 297.8
72% 6.8
19% 331
48% 83.0
15% 38.3

0% 3.9
23% 66.8
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Figure 3 The US Should Boost, Not Restrict, Energy Investment for Low-Emitting, Energy Poor (LEEP) Countries
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Policy Recommendations

The next US president, in close partnership with the
US Congress, should pursue four concrete actions that
would both solidify and improve the impact of existing
efforts to address African energy poverty.

o Strengthen and formalize Power Africa through
authorizing legislation and clearer authorities.

The greatest risk with Power Africa is that, like other
presidential initiatives, it will fade away after the
founding administration leaves office. Energy poverty is
too long term and too critical an issue to allow that to
happen. Legislation like the Electrify Africa Act, which
the House of Representatives passed in May 2014 on a

bipartisan basis, and the Energize Africa Act, now being
considered in the Senate, would keep Power Africa

and its programs going beyond 2016. More important,
it would provide a clear bipartisan signal of political
support to ensure that the effort continues. Previous
development legacies—such as President Clinton’s
African Growth and Opportunity Act, President Bush'’s
PEPFAR (President’s Emergency Plan for AIDS Relief), and
the Millennium Challenge Corporation—have enjoyed
support from Congress. As a result, each of these legacy
initiatives is still with us today. Successfully passing
authorization legislation for Power Africa will make it a
durable US development effort and ensure that energy
poverty remains at the top of the US-Africa agenda. This
legislation could improve the Power Africa initiative by
establishing (1) clear executive branch authorities and
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responsibilities beyond ad hoc interagency arrangements
that are heavily reliant on White House staff;

(2) transparent performance metrics for tracking progress
and holding US agencies accountable; and, (3) country-
eligibility benchmarks for guiding the expansion of Power
Africa beyond the original six focus countries (Ethiopia,
Ghana, Kenya, Liberia, Nigeria, and Tanzania).”

9 Reform OPIC or create a wholly modern US
Development Finance Corporation.

Since private firms will provide the bulk of the investment
for the power sector, the US government needs a modern
agency that can help catalyze and harness private capital.
OPICis a small, high-performing federal agency that
remains hamstrung by outdated authorities and rules.
Reforms that could enable OPIC to better fulfill its core
development mission to build markets abroad and play

a more active role in the power sector include multiyear
authorization; allowing direct investments in limited
instances, rather than only loans and guarantees;
retaining a modest share of annual profits to invest in a
slightly larger staff; and playing a clearer lead role within
the interagency structure.

A more ambitious option would be to turn OPIC into a
modern, full-service US development finance corporation.
At no additional budgetary cost to US taxpayers, this
would enable US tools to compete with its peers and

to better support US commercial, developmental, and
foreign policy objectives abroad. Additional details on
this proposal can be found in “Bringing US Development
Finance into the 21st Century.”

9 Ensure that environmental regulations do not deny
energy access for low-emitting poor countries.

For practical and ethical reasons, the United States
should align its domestic and global energy policies

by easing restrictions on those countries that need
energy the most and are least responsible for the
global emissions. The fiscal year 2014 Consolidated
Appropriations Bill temporarily lifted the OPIC carbon
cap using World Bank eligibility, which is based
principally on average national income. An alternative
long-term solution would be to link regulatory
constraints to actual emissions and energy needs. In
this manner, OPIC would be able to support natural

gas projects in low-emitting and energy poor countries,
while the carbon cap would remain in place for all other
developing countries.

R m

9 Establish a meaningful definition of
modern energy access.

The United States should encourage the IEA, the

United Nations, or the World Bank to establish a more
reasonable and dignified energy access target. This
could take several forms. They could simply use a higher
per capita threshold (e.g., Tunisia’s 1,300 kWh or South
Africa’s 4,600 kWh). They could adopt a multi-tier index
of access, such as the Global Tracking Framework the
World Bank is developing. Alternatively, these global
bodies could base the benchmark level on a more
reasonable estimate of daily energy requirements,
which would reflect a basket of basic services needed for
modern life. The purpose would be to affirm that access
to affordable, safe, and clean energy is a worthwhile goal
and potentially a post-2015 global development goal.
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