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Policy Recommendations

This session was chaired by D105, Papola,
Dir. Kamal Rijal presented a framework for
the development of renewable energy tech-
nologics, He suggested that this framework
would be helpful for integrating the issues
ratsed and suggestions made during the
previous two days, and that he would ap-
preciate further comments on them. De-
tailed dizcussions were held on the frame-
work propesed, Following this presentation,
'."H."p:l'l-ﬁ]'u:-..'il'i:: recomimendalions were
made for the development of RE T

The proposed framework for policy recom-
imendations to promaote renewable energy
resources and technologics had six compe-
nents. These were as Tollow,

Recognising the Benefits of Renewable
Energy: It was crucial w recognise the
long=term economic and social benefits of
rencwable energy resources and technolo-
gies in order 1o make the mountain cnengy
system sustainable. The exploitation of
HEETS woniled result i reducing the level of
emissions caused by fogsil Tuels; ensuring
coonmmie sustamabality, whikch most oficn
wis reflected adequately in enerpgy markets;
increasing cnergy supply sccurity, as the
availability of rencwable encrgics were more
cquitable in terms of their geographical dis-
tribution; and reducing the impending
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drudgery on women and children i par-
ticular. In addition, there was an increasod
opportunity of cquitable distribution of so-
il and economic benefits through exploit-
ing renewahle energy resources and tech-
nologics, as access o these resources were
miore ¢quitable in terms of hoth geographi-
cal distribution ardd incomd bevels. Also, the
nature of these ressurces demands a decen-
tralized institutional structure because they
were available in scattered locations and
beecause of the suitability of small-scale
teehnologics, .

Reforming Energy-price Signals: "|e
growih of renewable energy technologics
wintld be feazible only if the prices of vari-
ous forms of encrgy reflect their long=term
social and economic benefits. "he prevail-
ing price structure of vanous forms of en-
ergy resourecs favours ithe overexplostation
of fossil fuels and momass fuels bevond
their regenerative eapabilities. "I'his situa-
v 12 further aggravated due to the low
purchasing power of the mountain popula-
bion. There is an urgent need to relorm
cnergy prices so as to reflect the true eco-
nomic cost of fesources, Wking mlo con-
sideration the covironmental mitigation
costs. This can be achieved by internalis-
ing the social costs of exploiting various
sources of energy and therely subsequently




influencing enengy supply cheice. There are
packages available in terms of energy taxes,
The subsidies that various energy technolo-
gics receive are not properly understood
and, in most cases, they result in distortion
as there are no encrgy markels in most
mountain communitics. Given this situa-
tion, two policy options are available: either
to create countervailing subsidies for re-
newable energy technology or to minimise
subsidics for fossil fuels. At the same time,
energy subsidies should be targetted at poor
populations o increase their access o re-
newable encrgy resources and technologies.

Revamping the Energy Decision-mak-
ing Process. The existing mechanizm of
the centralized decision-making process
tends o favour large-scale encrgy invest-
ments. The equity concerns of peor moun-
tain populations, or social obligations, are
assumed to be taken care of by providing
electricity to villages from the grid without
assessing the physical limitations of such
extensions, understanding the local needs
for energy services, investigating possibili-
ties of developing suitable small-scale re-
newable energy technologies, and under-
standing the long-term cconomic and in-
stitutional implications of such develop-
ment. Currently there are various rencw-
able encrgy technologies to mect the needs
of mountain populations withm the HKH
Region and beyond. In this context, the in-
volvement of beneficiaries and entrepre-
neurs engaged in developing RETs, while
selecting forms of encrgy to fullill demands
should be mandatory, This would nat only
ensurce the economic sustainability of the
programme but also institutional
sustainability.

Changing Energy Users’ Investment In-
cenfives: Entreprencurs need to be en-
couraged to manufacture and market re-
newable energy technologies to reduce the
cost of production and generate awareness
among encrgy users about the benefits of

RETs. For this to happen, energy price sig-
nals should favour renewables and improve
investment incentives for RETS, e, g., loans
below the normal rates of interest, grants,
rehates, tax incentives and tax credits, ex-
emptions, and deduction. Substantial im-
provement in policy implementation by in-
tegrating policy approaches, developing
marketing strategics, providing technical
support services and information, conduct-
ing training programmes, evaluating cost ef -
fectiveness, and systemnatic monitoring ancd
evaluation of RET performances are
needed. In this context, appropriate insti-
tutional arrangements need to be estab-
lished to promete RET:. Care must be taken
not to duplicate institutions at local level but
to involve existing indigenous institutions
or NGOs or entreprencurs as a vehicle for
technology transfer by maximising the par-
ticipation of beneficiaries. In addition 1o
these, what 15 more important for decision-
makers and planners 15 the promotion of
private entrepreneurs in development of
RE'TS by reducing financial risks and costs,
realising the benefits of modularity of RE'Ts,
reducing unforeseen risks, and relaxing re-
souree rights.

Acecelerating Investment in Reaewable
Energy Commercialisation: Thore was
no eoncerted effort to commerciahize RET:
in the past, but most of the time they were
Eul]ﬁid}'-l.lf'l"-"l..'!'l and, in addition, considered
as poor people's energy options. This situ-
ation needs to be avoided of meaningful de-
velopment of RETs is envisaged. Invest-
ments made in promoting RE'T: are com-
paratively meagre. “To derive the full advan-
tages of RETS, mvestment in commerciali-
sation of renewable energy needs 1o be in-
ereased. This could be achieved by provid-
ing enough support for rescarch and devel-
opment and establishing demongtration
units (R & 13). Public imvestment in RD
& I can be improved by allocating public
funding, integrating RI} & [3 into a broader
context of economic gains for mountain
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communitics, and improving the effective-
ness of RD & D institutions. Investments
in RET: can be increased by attracting pri-
vate investment, and for this targetted in-
centive packages need to be devised. These
meentives should be a part of the commer-
cialisation plan in order o reduce invest-
ment riaks.

Developing a Coordinated Comumer-
efalisation Plam A coonmercialisation plan
for each of the renewable energy technolo-
gies needs to be developed. The efforts re-
quired might differ according to the level
of development that each technology has
reached in a specific country. Appropriate
participation of each stakeholder in the de-
velopment of RE'Ts and consensus among
them are erucial for the successful imple-
mentation of the commercialisation plan. In
this context, the role of the government
should be to create the right kind of policy
atmosphere, as mentioned above, whereby
reluctant entreprencurs are attracted to in-
vest in renewable energy technologies. Fur-
ther, broad guidelines should be given to
various donor agencies to avoid duplication
of efforts. Some donors may be interested
in capacity budding, some in marketing
technologics, and others in research and
development. Yet others may be interested
in promoting these technologics in specific
arcas or to specific ethnie groups. Each of
them should be allowed 1o function with
clear mandates and objectives. The lessons
and successiul strategies learned in promot-
ing RETs must be taken into consideration
in designing programmes related to RET
promotion. The role of donor agencies has
been effective in terms of capacity building
and research activitics, The implementation
of various renewable programmes should
niat be directly handled by donors as it builds
up logal capabilities. The implementation
af the programme should be carried out in
partnership with local institutions, whether
they be government or non-government or-
ranmizations or local traditional insttutions,
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Digcussions and Suggestions Made

During the discussions, Dr. R. D. Joshi
suggested that policies should be classified
at two levels, namely, planning and opera-
tiomal, He added that recommendations
should be as few as possible because only
then would the recommendations actually
be considered for implementation.

D Joshi stressed that RET: should not be
implemented without properly assessing
their viability in the given circumstances.
In the case of Nepal, some of the RE'T: were
puzhed at rural communitics without prop-
erly understanding the sociocultural needs
of the society and, therefore, had failed mis-
erably. He pointed out that RETS were fea-
sible only in certain settings and there was
scope for all. They are supplementary in
nature, especially in the case of Nepal.
Therefore, all RET: should be evaluated
within a commaon framework. RE T should
not be promoted on an ad hoc basis as if
they were religion but on a very solid foot-
ing, and adaptation of technology should
have a sohd basc.

1. Joshi stressed the need for dissemina-
tion of information and knowledge with re-
gard to various RE'Ts 2o that thereby users
could have a fair choice. The aim of pro-
maoting RE'T3 should be to promoete rural
development through rural industrialisation
rather than just providing electrical power
to villages and to increase the coverage and
add to statistics.

Mr. 5.L. Shrestha pointed out that the in-
stitutional gapz should be dealt with and
institutions made more efficient. There
ghould be recognition of the value of inputs.
In the context of RETz, he sad subsidies
were the main issue and could bring about
2 breakthrough. He added that solar PVs
might not be within the reach of the very
poor but, through these technologies, other
income-generating activitics might benefit




the poor. He stressed that literacy pro-
Erammics and creating awarcress were £5-
sential in this context.

Dir. Junejo said an authentic database and
itg exchange between HKH countries were
necded. He also suggested that a framework
to cvaluate awareness raiging and training
for different groups should be developed.
Mr. Hussain requested ICIMOD to play a
vital role in creating a database for HEKH
countrcs,

Mr. G. R. Shakya pointed out that a lot of
funding was provided to discover the prob-
lems, but no funding was available for find-
ing the solutions. He added that solar wa-
ter heaters had been successful in Nepal
without a single incentive from the govern-
ment. He stressed the fact that projects can
be successful even without policies if the
initiative and working spirit are present.

Mr. J.N. Shrestha brought up the issue of
solar rights, which had already been dis-
cussed in some western countrics. A good
ingtitution must be established for the
standardization of the sub-system,

Ms. Dutta stressed that performance
ghould be linked to subsidies and that the
conditions in which projects would work
should be identified.

During the discussions, emphasis was given
to monitoring, supérvision, quality control,
strengthening of existing institutions, and
povernment impetus for the promaotion of
RETs.

General Recommendations

The framework presented by Dr. Rijal was
agrecd upon, as it provided broad policy
arcdelines for the developiment and promao-
tiom of RIE'TS in the context of the MK pe-
giom, “These were az follow,

a) Recognise and measure the benefits of
renewable energy technologies (RE'TS)
with an emphasis on drudgery reduction

b) Reform energy-price signals to provide a
level playing field for each energy source

¢) Revamp the energy decision-making
process to promote decentralized rencw-
able energy technologies and involvernent
of local-level institutions

d) Change energy users” investment incen-
tives by attracting the participation of the
private sector and NGOs in manufactur-
ing and promoting RETs

¢) Accelerate investments in commerciaki-
sation of RETs by supporting RD & D,
capacity building, and information and
awareness generation through public
sector of donor funding and by provid-
ing attractive incentives to manufactur-
ers

i) Develop a coordinated commercialisation
plan for each RET to suit country-spe-
cific needs.

Mepal-Specific Reco ndations

Besides these recommendations, the follow-

ing specific necommendations were given

for H{:‘pﬂ. bazed on the pn,::.r_'nli'lli.rl‘.lnﬂ- amd
discussions.

Palicy and Institutional Recommendations

a) Legislation is needed to clearly define
awnership rights on various natural re-
sourees such as foresis, water, wind, and
L1,

b)) Meed for legislation ta protect intellee-
tual property rights to promote private
sector R&D.

e} Meed for high=level commitment o the
promotion of RET:.

d) Develop standards incorporating safety
guidelines for manufacturing and con-
struction of RIET:,

¢) Prodduct warranty should he made man-
datory for manufacturers and service
providers,
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fy Encourage private entreprencurs to de-
velop RE'Ts by reducing hnancial nisks
and coats, reducing unforescen nsks
through insurance, and improving -
vestment incentives, e.g., loans below
iarkel rates, prants, rebates, tax incen-
tives amd tax credits, exemptions, and
deductions.

g) Develop a framewaork for subsidics with
respect to each RET based on the serv-
ice they priwide.

h) Develop simplified banking procedurcs
and mterest rates and standardise other
loan conditions for all RIETs,

i) The Alternate Energy Promation Cen-
tre (AETC), a recently established insti-
tution, should function as a task man-
ager to promote RET:, Care must he
taken not to duplicate institutions at bo-
cal level but to involve existing indig-
enous institutions or NGOs or entrepre-
neurs as 4 vehicle for technology trans=
fer by maximising the participation of the
beneficiaries. Coordination, monitoring,
gvaluatiom, and technical backstopping
functions are crucial for the commer-
cialisation of RET:, The AEPC should
take on this responsibility.

Technol mirmendations

Micrav.h_wﬁ'n Fower

a) Water nghis were a eritical 1ssues, re-
vailing lawa do not ensure the right of
prior use for agro-processing and clee-
tricity production, There is a necd to pm-
vide appropriate compensation W own-
ers il water is diverted from micm-hy-
dro plants for irrigation purposcs.

b} An integrated approach to promoting
miero-hvdropower development needs to
be adopted.

¢} The participation of women in planning
and implementation of micro-hydro
plants necds to be ensurcd.

) Simple and transparent procedures {or

Inan sanctioning should be developed and
institutionalized,

e} Proper evaluation of the sociocconomic
setting, technical and managerial capa-
bilitics, and adequate survey and design
must be ensured while carrying out fea-
aibility studics. Accountability on the part
of surveyors and manufacturers is cssen-
Lial,

f) Community-owned and managed micro-
hydrepower plants sheuld be promoted.
Care must be taken to build up or estab-
ligh strong community arganizalion, co-
hesiveness of the community, democratic
leadership, good technical and manage-
rial capabilitics, and strong techaical
back-up.

£} Diversilication of end uses for produc-
tive purposcs such as apro-processing,
eold storage, fce factones, power lnoms,
carpet weaving, wood carving, and food
processing should be promoted,

h) The quality of raw materials used, safety
codes to be Tollowed during installation,
and rated power of turbines and genera-
tors should be standardised.

i} Promation of smaller units, such as im-
proved glatts, to replace traditional ones
should be given priority

1} Preparation of construction manuals and
eodes and enforcement of standards are
essential,

k) Preparation of training manuals on op-
cration and maimtenance as well as on
hook-keeping and provision of training
to micro-hydropower operators and owne-
ers are exsential.

Biogas Technology

a) Low cost biogas plants should be pro-
moted through casy access to credit fa-
cilities for low=income houscholds
through community loan schemes for
landless and women's grouwps.

b} Demonstration bingas units must be es-
tablished by identifving progressive
farmers walling 1o mstall them,
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¢} The subsidy policy for biogas plants
ghould be made consistent.

d) Strict enforcement of quality control and
standardisation is necded, But care must
be taken not to overdo it as il prevents
iAo,

£} R&D should emphasize reducing the
cost of the plant.

f) Plant owners should be made aware of
honw B apply slurey on their fields and to
develop appropriate tools/equipment
{such as trolley) for slurry handling.

£) BSP programmes should be integrated
with livestock development programmes
along with rural development initiatives.

Improved Cooking Stoves

a) A long-term vizion for a healthy kitchen
environment should be developed along
with the reduction of fuclwood consump-
tion. The programme needs to be con-
ceived from the perspective of kitchen
improvement.

b} An institution with the responsibility for
providing technical back-up and moni-
toring of the programme should be cre-
ated.

¢} Various types of models needed for dif-
ferent locations and ethnic groups should
be developed and demonstrated.

d) The use of local materials and indigenous
skills should be promoted and training
imparted to women for the construction
of [C5,

¢) Strong research and development with
adequate financial support are necded.

[} Capabilitics should be built up at village
level. Selection of persons to be trained
as 1CS wechnicians should follow the cri-
teria that these people should be unem-
ployed, local, mnovative, have good mao-
tivation skills, and preferably be women.
Users should also be oriented so that they
understand the importance of cach com-

pament of the 1CS and should be involved
during the plicement and construction
of the same.

£) Pramotional actvities relatedd 1o [0S dig=
scmination should be subsidised.

Solar PV Technelogy

a) Arcas suitable for the promotion of 5PV
technology should be wemtilied.

b) Subsidies for SPV technology are justi-
ficd tn terms of creating demonstration
elfects in remote arcas to populanse ini-
tial phases.

¢} Various technical constraints (Jow power
conversion efficiency, storage problems,
and climatic uncertainty) need to be re-
solved for the smooth functioming of 3PV
syslems.

dy Stand-alone SPV systems should be pro-
mioted rather than centralized systems,

¢} Institutional linkages and coordination
must be promoted among the various
institutions involved in the development
and promotion of SPVs. A newly estab-
lished organization, AEPC, should play
the lead role in facilitating the efforts of
various organizations to promote SPY
technology.

[} Innovative funding mechanisms are
needed. In this respeet, formation of vil-
lage-level cooperatives could be an im-
portant beginning, and for thas the gov-
ernment might have to provide seed
maney. This approach needs to be tested
p:r:inr Loy il l‘qﬂi:.::ll.il:m.

g} There 1z a need to integrate 5PV tech-
nalogy promotion with income genera-
tion and social development activities in
order to justify the subsidy scheme.

h) There is a need to seek active women's
participation as SPV systems provide op-
portunities for women to participate in
varions inconme-generating and social de-
velopment activities,
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