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Executive summary

Following three Majlis Dialogues hosted by the
Scotia Group and RAND Europe in the summer
and autumn of 2023 and incorporating salient
points from subsequent discussions, four

key themes emerged. The themes provide

an outline roadmap of principles to inform a
successful global energy transition in all its
aspects. These are:

The global energy transition
needs to use a holistic, systems-
based approach.

Too often the global energy transition is

only examined through the separate lens of
geopolitics, or economics, or financing, or
technology. This neglects the holistic, systems
nature of these dimensions, whereas they need
to be considered as a connected whole. For
example, there is a need for governments to
exercise political will and take action to drive the
energy transition, rather than simply relying on
market forces to accomplish this; and any action
plan, equally, needs to understand how our
market system can best support the transition.

Because the challenges of climate change
reach across national borders, the energy
transition needs to encompass a global
response that encourages nations to work
together, despite potential tensions in other
areas. Explicit regional coordination and
cooperation could also augment and underpin
implementation of strategies at the national
level. Clause 4.19 of the Paris Agreement
represents an example of where this approach
is attempted, although it has not yet managed
to engage all countries as envisioned. To
ensure future commitments are followed

through, there would be benefit to reconsider
creating stronger incentives to change, and
potential ramifications for countries that break
their commitments. This requires building

and articulating political consensus, where a
sense of urgency is built into the discussion

to motivate commitments that are sustained
even when other urgent threats shock the
systems. At the same time, any multinational
frameworks need to incorporate all voices

and allow for individual nations to build a plan
for implementation that fits their needs and
circumstances. Importantly, all proposals for
an energy transition need to be informed by
first-hand knowledge, advice, and collaboration
on equal terms of leaders and advocates

from within developing economies and SIDS
(Small Island and Developing States). These
are the countries that are most in need of
climate finance innovation, and the efficacy of
a roadmap depends on their deep involvement.
Therefore, while leading economies could have
a driving role and provide leadership for the rest
of the world to follow, an inclusive instrument
design approach is essential to climate finance
innovation with climate justice.

We need to understand

and prepare for the energy
transition from a technology and
infrastructure perspective.

Appropriate investments in the technologies, as
well as the facilitating infrastructure, will be key
for a timely and efficient energy transition. This
is a particular challenge for large-scale private
investment in specific technologies, as there is
uncertainty around which clean technologies



will power the energy transition and which

will play more of a supporting role. As such,
governments and multilateral organisations
may need to play a role in driving technology
demonstrators and technology programmes to
open up markets and set up core infrastructure
for these technologies to flourish. This could
accelerate the transition by de-risking and
incentivising private investments and creating
and driving a market investment cycle. Such
programmes would allow for all stakeholders
in the ecosystem to meet their objectives,

and to build infrastructure that facilitates a
range of technologies and allows for seasonal
variation of energy demand. Power distribution
networks, household efficiency, preferences
and tolerance levels, and wider consumption
patterns need to be considered when
evaluating infrastructure investments, and it
will be particularly important for policymakers
to consider how to sequence the development
and implementation of such initiatives.
Ultimately, the future energy mix must be
economically viable for an energy transition to
realise its potential.

The developing world faces
particular challenges around
access to energy transition
finance; recapitalised and
empowered multilateral
development banks can play a key
role in mitigating these.

In terms of financing the energy transition,
developing economies face specific
challenges. In particular, these nations find it
difficult to secure the scale of the investment
required at affordable rates. While some
believe creating new finance institutions to
address this challenge is the right solution, it is
also possible to deliver this investment support
through existing multilateral development
banks. However, these institutions may need

to be recapitalised to deliver funding at scale
and there may be a need to reform their scope
so that all components of the energy transition
ecosystem are able to access finance; for
example, some middle-income countries might
not have access to finance schemes under

the current GNI (Gross National Income) per



capita criteria, and other developing economies
are likely to have lower credit ratings and
borrowing capacity to access current streams.
This issue inhibits the capacity of SIDS to undergo
a transition as well as build the resilience to adapt
to natural disasters caused by climate change, to
which they are particularly vulnerable. Working
with existing institutions, rather than creating
new ones, would reduce delay in what is
already an aggressive timescale to facilitate

an energy transition by 2030. That being said,
there might be a case for creating a ‘global
energy transition fund’ to complement existing
institutions, which could play a role in collecting
carbon tax as well as establishing a new green
digital currency.

Political will and geopolitics will
ultimately determine the success
of the energy transition.

In adopting a holistic, systems-based
approach to the energy transition, there are
political and geopolitical realities that must
be acknowledged and worked through for

the energy transition to succeed. This will be
challenging, as we are living in a geopolitically
fragmented world, and will require commitment
from all parties to find a way to cooperate — or
at least not work at cross-purposes — on the
energy transition in spite of differing interests
in other areas. Leading economies, such as the
US, the EU and China will have to work together
where appropriate to leverage the benefits of
an energy transition. National governments
must find ways to communicate the urgency of
the climate crisis and gain support from often
politically polarised electorates for actions that
drive the energy transition. Countries whose
major national income derives from fossil fuels,
such as the OPEC membership, will need to
consider how to transition their economies

to a carbon-neutral model as demand for
hydrocarbons decreases. In the past, clear
political will has been needed to overcome
similar challenges, and this will likely be key

for the energy transition as well. In addition,
formal and informal dialogues and exchanges
can propose and test solutions where there is
opportunity to form political consensus.
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Chapter 1. Introduction

1.1. The challenge of the global
energy transition

The global energy transition presents several
significant challenges that must be overcome

in order to achieve a sustainable and secure
energy future. These include key factors such as:

Political will: The transition to renewable
energy requires strong political will and
leadership, as well as global collaboration.
This can be challenging in a world where
geopolitics have fragmented international
cooperation and nations act to pursue their
own interests.

Technology and Infrastructure: One of the
biggest challenges of the energy transition
is the need to develop technologies and
build the new infrastructure required to
realise the transition alongside increasing
the energy efficiency of core infrastructure.

Financing: While renewable energy

sources are becoming increasingly cost-
competitive, scaling their use still requires
significant upfront investment. This can be
a barrier to adoption, particularly in lower-
income countries where financial resources
and access to wider investment may
present additional challenges.

Overall, the global energy transition

presents a complex set of challenges that
must be addressed in order to achieve a
sustainable and secure energy future. To
better understand how policies, investments
and international cooperation could help to
overcome these challenges, the Scotia Group
and RAND Europe jointly convened a high-
level series of Majlis Dialogues to debate and

highlight ideas and potential solutions that
can help push forward the energy transition
efforts, and to facilitate the required policy
sequencing for its global implementation.

1.2. Majlis Dialogues and the
global energy transition

Maijlis Dialogues are virtual sessions that
bring together experts and stakeholders to
discuss climate challenges and explore ideas
for realistic actions, adding value to existing
responses to the climate crisis. The dialogues
aim to form the backbone of a roadmap for
the global energy transition. The dialogues
were co-hosted by the Scotia Group and
RAND Europe and took place online through
moderated discussions in the summer and
autumn of 2023, held under the Chatham
House Rule; thus, while the key panellists

for each session have been identified, this
document does not directly attribute specific
contributions to any individuals — and, indeed,
many of the key concepts arising from the
sessions were provided by other dialogue
participants.

This conference proceedings report
summarises the deliberations of three Majlis
Dialogues and their implications for the future
global energy transition, as follows:

+ Majlis 1: The Global Energy Transition and
the Shifting Geopolitical Environment
The first dialogue focused on the
imperative of the global energy transition,
how it can be financed, and how to
navigate the fast-shifting global geopolitical
environment and identify opportunities for
international collaboration. The discussion,



or the Global Energy Transition

moderated by Dr Christian van Stolk,
Executive Vice President, RAND Europe,
took place on 6 June 2023 and featured
Prof. Jeffrey D. Sachs, Director of the
Center for Sustainable Development,
Columbia University, with an introduction
by Prof. Dr Malik R. Dahlan, Emeritus
Professor of International Law and Public
Policy, Queen Mary University of London.
A summary of this session is found in
Chapter 2.

Majlis 2: Scope and Scale of the Global
Energy Transition

The second dialogue focused on the scope
and scale of the global energy transition.
Discussion themes included: what it would
take to unleash the required technology
and investments; the future of hydrogen
and other green energy sources; and the
likely financial cost of the transition during
the next decade. The session took place
on 27 June 2023 and was moderated

by Howard Covington, Chair, the Scotia
Group Inception Commission; Founding
Chair, the Alan Turing Institute. The panel

consisted of the Rt Hon. Chris Huhne,
Former Secretary of State for Energy and
Climate Change of the United Kingdom; Dr
Qiang Liu, Secretary General of the Global
Forum on Energy Security; and Hans Pung,
President, RAND Europe. A summary of
this session is found in Chapter 3.

Majlis 3: A Diplomatic Framework for the
Global Energy Transition

The third dialogue focused on developing
a diplomatic framework for the global
energy transition, with the discussion
covering topics such as the challenges

of transitioning the global economy in a
polarised world, expectations for the COP
UNFCCC system, options for creating

a fund for the transition, and more. The
session took place on 8 September 2023
and was moderated by Ambassador
(Ret.) Charles Ries, adjunct senior fellow
at the RAND Corporation and Scotia
Group member, and featured Prof. James
H. Stock, Vice Provost for Climate and
Sustainability, Harvard University, and
Catherine Novelli, former Under Secretary



of State for Economic Growth, Energy, and
the Environment, U.S. Department of State.
A summary of this session is found in
Chapter 4.

Following these sessions, a synthesis of the
key concepts discussed was produced in

the form of a roadmap, found in Chapter 6,
that outlines important concepts and steps
that could assist policymakers and decision
makers in the challenge of the global energy
transition and highlights the key considerations
entailed. Alongside the insights and ideas that
were raised and developed in the dialogues,
the resulting roadmap for the global energy
transition is informed by additional discussions
and engagements within the wider Scotia
Group and RAND Europe community; these
inputs have been summarised in Chapter 5.
From these, additional points of relevance
emerged that feed into the roadmap.

These points include: MDB reform, the
decarbonisation of food production and
consumption, the role of policy sequencing
and more.

1.3. About the Scotia Group

The Scotia Group is an independent,
nonpartisan network of leaders within law,
politics, academia and business, working
together in solidarity to help make the

UN Climate Change Conference (COP)
meaningful, successful and impact-driven.
The group was founded in 2021, in the run
up to COP26, by Prof. Dr Malik R. Dahlan, an
international lawyer and professor, as well
as a member of the Council of Advisors at
RAND Europe. By gathering former heads of
state, political leaders, renowned academics
and internationally recognised climate and
governance experts, the Group was formed
with the ambition to bring together ideas that

can inform and enhance the intergovernmental
COP process.

As COP28 is approaching, Scotia Group
members came together in a series of

online Climate Majlis Dialogues to continue

to deliberate the climate challenge and find
innovative ideas. These discussions aim to
spur the radical change necessary to meet

the urgency of the climate emergency, while
remaining realistic and not threatening existing
consensus. Members have worked on a refined
mandate for the Group, which has a narrower
focus, and have identified the need for continued
exploration of alternative power generation
strategies and financing mechanisms. The goal
is that the Group continues to help facilitate the
sustainable global energy transition over the
next 10 to 30 years.

1.4. About RAND Europe

RAND Europe is a not-for-profit, nonpartisan
policy research organisation that aims to

help improve policy and decision making
through objective research and analysis. The
organisation is the European arm of RAND
Corporation and was created in 1992. Since

its initiation, RAND Europe has applied a

deep empirical understanding of the policy
context and its rigorous approach to a broad
range of critical topics, including energy and
environmental sustainability. RAND Europe
clients are spread out across Europe and
internationally, as well as the public, private
and third sectors, and form a strong network of
collaborators that share RAND Europe’s aim to
improve decision making through rigorous and
objective research and analysis, in service of
the public good.



Chapter 2. Majlis 1: The global energy transition
and the shifting geopolitical environment

The first dialogue focused on the imperative

of the global energy transition, how it can be
financed, and how to navigate the fast-shifting
global geopolitical environment and identify
opportunities for international collaboration.
The discussion, moderated by Dr Christian van
Stolk, Executive Vice President, RAND Europe,
took place on 6 June 2023 and featured Prof.
Jeffrey D. Sachs, Director of the Center for
Sustainable Development, Columbia University,

with an introduction by Prof. Dr Malik R. Dahlan,

Emeritus Professor of International Law and

Public Policy, Queen Mary University of London.

2.1. Reflection on COP and the
Scotia Group's work up until now

The first webinar began with reflections on
COP26 and COP27, and the contribution of the
Scotia Group in helping to build a geopolitical
consensus to collaborate on climate and
energy transition issues, and to establish an
appropriate roadmap to net zero. Following
on from COP27, there remained significant
questions - for instance, food security — and
other challenges following the invasion of
Ukraine by Russia, which constitutes a major
setback for the rules-based international
system. This has resulted in a fragmentation
of geopolitical alliances and risks of
deglobalisation.

1 ‘The European Green Deal' (2021).

2.2. Initial framework for a
roadmap

Reaching the goal of net zero by 2050 involves
reducing emissions through interventions in
energy and land use, as well as other industrial
processes embedded in the wider economy.
Given the magnitude and complexity of the
task ahead, net zero cannot be driven by
market forces alone, although instruments
such as pricing can support the cause. There is
a need to forge a political consensus. As noted
by one participant, this does not comport with
ideological precepts of how the wider economy
works. It is, nevertheless, how these parts of
the economy — energy and land use — need to
work to accommodate this complexity and the
need for rapid and long-term transformation.

Specifically, to meet the complex and

urgent challenge of the climate crisis and

the transition to net zero, participants agree
that we need government-led, long-term
transformation processes. Fundamental
components of this transformation include a
net-zero power grid at a regional scale, as well
as net imports and exports of clean fuels or
zero-carbon energy across regions. This would
require structural planning on the national
level as well as on the regional and global
scale, and there are few examples of where
such approaches have been successfully
implemented. The European Green Deal,!

for example, involved elements of regional
strategy, but was essentially designed as

a set of objectives, a pool of funding and



the EU-scale coordination of 27 national
policies, rather than a regionwide plan or
framework. There are almost no suitable
global fora to discuss the issues relating to
the climate challenges, and fora are needed
to help facilitate both nationwide and regional
strategies. While Clause 4.19 of the Paris
Agreement calls for each nation to develop a
low emissions mid-century (by 2050) pathway
as a fundamental element of national policy,
most countries have not done this.

In this context, the following pillars were
proposed to shape an initial roadmap, providing
a basis for the ensuing discussion:

1. Creating a pathway to understand where
we are going and how to get there. The
scientific community agrees that we
need clean electricity (from abundant/
renewable sources) to meet energy
requirements; electrified transport; (green
or blue) hydrogen; and a mix of electrified
and hydrogen-based industry. This gives a
basic framework.

2. Portfolio of policy support to implement
this pathway. Here, government regulation
of power generation, transport and other
fields, such as technology, would play
a big role, as would public and public-
private investments. Other policies
and programmes would be related to
carbon pricing and government land
use. Regulation and public investment
across these sectors would play a key
role in implementing a decided pathway
successfully, while carbon pricing would
play a moderate role.

3. Regional cooperation. Climate change is
a global issue and solutions need to be
designed accordingly, taking into account
that it is national governments that will be
implementing the solutions, but due to the
trans-border nature of climate realities and

the need for standardised infrastructure,
cooperation at the regional level is
essential.

Financing. Agreement and clarity on how
the transition will be financed, how much
funding is required and for what purpose.

2.2.1. Regional cooperation

Overall, participants agreed that regional
cooperation is the way forward, and
discussed the various benefits that regional
cooperation could bring. In general, strategies
at a regional level can bridge the gap between
global action, which is too broad and not
tailored to regional considerations and

needs, and national-level action. Focusing

on regional strategies rather than national
strategies is more cost-efficient, as costs can
be shared by nations. Another mentioned
benefit is that regional strategies make it
easier to put national political debates aside,
as there is less room for individual countries’
politics at this regional level. However, in
some cases, intra-regional collaboration
might also be difficult to achieve, due to
geopolitical considerations.

2.2.2. Financing the transition

The following three issues were highlighted in
the discussion:

1. The transformation from fossil-fuel
to renewable energy would be capital
intensive and investment would need to be
frontloaded.

2. Financing is much easier for higher-
income countries, who can borrow at more
attractive market interest rates than lower-
income countries.

3. Financially weaker countries may be
unable to pay for electricity and more
generally finance the green transition and
would need the aid of the international



community. SDG7? and SDG13® are meant
to address this issue and enable universal
electricity access, which is crucial for
development.

2.2.3. The role of multilateral
development banks (MDBs)

The role of multilateral development banks
(MDBs) was raised by multiple participants.

A MDB is a supranational institution set up by
two or more sovereign states with the purpose
of encouraging economic development in
lower-income countries. They provide loans
and grants to developing economies to

fund infrastructure, energy, education and
environmental sustainability.* According to one
stakeholder, MDB scale-up is the single most
important practical step to take in achieving a
net-zero roadmap. It is not for ideological but
practical reasons that we need to bring system-

level capital into these banks. In this view, MDBs

have the capacity to help structure long-term
financing and enact sound long-term policies.

One barrier mentioned as to why more
investment in MDBs has not taken place is the
perceived relative slowness of the US to invest
at scale, which, potentially, halts investments

Kenton (2021).

a ;W N

from the rest of the world. There was a wider
perception that the US has shown relatively
little interest in the climate issue, potentially
leading to a disinterest from diplomats and
policymakers in implementing real change.
Discussions among US politicians are viewed
as attempting to achieve agreement rather
than actual solutions, and there was an
observation that this culture is being adopted
by Europe. This participant called for other
countries, such as those within Europe, to
begin directing more capital into MDBs on the
assumption that the US will follow.®

One stakeholder raised the point that it is not
only important that more money is provided to
MDBs, but that adjustments of access criteria
must be made in order for vulnerable countries
to benefit. Some MICs might not have access
under the current GNI per capita criteria, and
some MICs, including SIDS, are likely to have
lower credit ratings and limited/no additional
borrowing capacity. A roadmap for the energy
transition must incorporate ways to facilitate
access to additional financing for these
countries until they qualify for development
financing from the traditional MDB streams.

Sustainable Development Goal 7: Ensure access to affordable, reliable, sustainable and modern energy.
Sustainable Development Goal 13: Take urgent action to combat climate change and its impacts.

One stakeholder notes that there is widespread criticism of the Inflation Reduction Act in the US for subsidising

the energy transition too much, rather than being slow to invest at scale. This view agrees that there is reluctance
in the US Congress to approve capital increases for MDBs, for climate change or for other reasons, although this is
attributed to the fact that all major donors have to agree on a capital increase for it to happen, which has a blocking

effect.



Box 1. Ongoing regional-level work by the Council of Engineers for the Energy Transition (CEET)

Work on the regional level began in 2022, when a group of 50 engineers was created under
the United Nations Secretary General, called the Council of Engineers for the Energy Transition
(CEET). As of June 2023, the group has hosted five regional consultations in different parts

of the world, involving regional bodies such as the United Nations Economic Commission for
Europe (UNECE), the European Investment Bank, the United Nations Economic Commission
for Africa (UNECA), the African Development Bank, the Islamic Development Bank, and more.
The idea is to create five working groups at the regional level that involve the UN regional body,
the MDBSs, and representatives from the governments, to work on the regional aspects of
transformation, which need to be underpinned by the national aspects of the transformation.
Financial experts were also brought in, to combine the technical and financial sides of this issue.
So far, the regional-level approach is proving efficient. The CEET called for rapid deployment of
clean energy technologies at COP27. At COP28, the CEET plans to put forward its vision for a
regional approach, building upon national strategies.

Box 2. Lessons from Slovenia on calculations of hypothetical national energy transitions

One participant shared insights from Slovenia, where the government developed a national
transition programme for 2030 for the first time in 2018.° Engineers examined the entire energy
system, looking at what would be needed in order to realise a green energy transition and to
meet set goals for 2030. They calculated what would be required to achieve a set of limited
goals, along with the associated costs. This project, the participant explained, resulted in two
conclusions. First, the plan would require significant investments — beyond the means of the
country’s budget — which could reach up to 100% of the country’s GDP by 2030. Second, they
would need more new skilled engineers than they have students of engineering in all their
universities combined. These engineers would be needed from day one to begin to carry out the
programme, meaning that the necessary human resources were not available and would not
be available for the foreseeable future. This example supports the proposition that nation-level
action is unfeasible and insufficient to address climate challenges, a point that is returned to
throughout the dialogue.

6 Government of the Republic of Slovenia (2020).



2.2.4. Nuclear energy

As one participant noted, nuclear energy has
considerable political weight. Unless we are
certain of a peaceful future, there will always
be some concerns regarding nuclear energy.
However, it carries great potential not only in
terms of efficient energy, but also with regards
to other sustainability aims, such as reducing
ocean acidification.

From the perspective of Japan, the point was
raised that public support for nuclear energy
has risen up to 60%,” which is remarkable given
the significant decrease in support following
the 2011 Fukushima accident. Nuclear energy
poses certain challenges, such as high risk
for the host community, issues around waste
disposal, and the potential for weaponisation.
However, one participant stressed that
nuclear should not be discussed in terms

of all or nothing, but rather consideration
should be given to how the technology can

be implemented sustainably and as part of a
plurality of energy options.

7 Dalton (2022).

2.2.5. Moving forward: The role of the G7
and G20

The session was rounded off by a brief
discussion of the Group of Seven (G7) and its
potential to contribute to the issues in focus.
According to one participant, the G7 should
lead the discussions at COP28. Workshop
participants agreed that these discussions
should focus on finance, and the financing

of transitions should be developed on the
assumption of offsetting by carbon credits.
As mentioned previously, the cost of financing
decarbonisation is much lower in developed
countries, and the G7 can help stimulate
discussions around how we can address these
inequalities. One proposed next step for the
G7 is to arrange a special session that brings
together finance and foreign ministers to craft
a G7 climate strategy in the lead up to COP28.
That said, in addition to the G7, it is important
also to involve the G20. One participant raised
that there is a danger that the G7 might be
seen to drive too much of the discussion,
which may be perceived by some as rich
countries continuing to dictate terms to lower-
income countries.



Chapter 3. Majlis 2: Scope and scale of the global

energy transition

The second dialogue focused on the scope
and scale of the global energy transition.
Discussion themes included: what it would
take to unleash the required technology and
investments; the future of hydrogen and
other green energy sources; and the cost of
the transition during the next decade. The
session took place on 27 June 2023 and was
moderated by Howard Covington, Chair, the
Scotia Group Inception Commission; Founding
Chair, the Alan Turing Institute. The panel
consisted of the Rt Hon. Chris Huhne, Former
Secretary of State for Energy and Climate
Change of the United Kingdom; Dr Qiang Liu,
Secretary General of the Global Forum on
Energy Security; and Hans Pung, President,
RAND Europe.

3.1. Key obstacles to the global
energy transition

To set the scene for this discussion, one
participant remarked that we are currently at
a tipping point, where temperature increases
are starting to slow down, and we are seeing
a massive scale-up of energy investment.

For example, the International Energy Agency
(IEA) found that the total investment in energy
technologies in 2023 is around USS$2.8 trillion,
of which USS1.7 trillion is in clean energy.®
The bad news, this participant noted, is that
we need to get up to USS3 trillion annual
investments in clean energy by 2030, and
USS4.5 trillion by 2040.° Hence, both the scope
and scale of investments need to increase

8 IEA (2023).
9 Energy Transition Commission (2023).

more rapidly. Below are some key obstacles to
this, as discussed among the participants.

3.1.1. Insufficient sense of urgency

One obstacle to speeding up the energy
transition is a lack of urgency among the
public and decision makers. One participant
explained that while the scientific community
agrees that climate change is an existential
threat in need of urgent action, it is still often
viewed as a ‘long-haul’ issue. This becomes
clear when contrasted to the rapid and
extensive measures aimed at combating
Covid-19, as well as current debates about the
existential threats of Al and nuclear warfare.
One explanation as to why it is difficult to
match the pace of action with the urgency of
climate change is that combating this threat
requires commitment to long-term strategies
and plans, spanning across several decades.
Meanwhile, the science underpinning such
strategies is constantly being updated as new
discoveries are made. As such, developing and
implementing plans that will be appropriate in
several years' time is challenging.

3.1.2. Uncertain future of clean energy
technologies

Uncertainty around the future of clean energy
technologies was mentioned as another

key obstacle to a fast energy transition.

One participant referred to the example

of the energy transition of vehicles, which
was expected by some to be dominated



by hydrogen fuel but has, in reality, been
marked by electricity. Similar uncertainties
exist around, for example, the future of the
energy source for home heating. As long

as uncertainties about the development of
sustainable energy sources and technologies
continue, this will discourage investments.

3.1.3. Storage and back-up capacity
considerations

Beyond the uncertainties about what energy
technologies should be invested in, there

are critical questions to consider around
implementation of these technologies. If the
energy transition largely means moving to
sustainable electricity, important questions
arise around capacity. This is especially true

in parts of the world where temperatures
fluctuate heavily during different seasons.
Electricity demand in the EU, for example,
currently varies from a seasonal low in June to
a high in January. This means that a quarter
of total electricity capacity is needed as
potential back-up for the peaks in the winter
months in order to maintain the capability of
consumers. If heating is increasingly moved
from gas to electricity, this seasonal variation
will increase substantially. In Europe and North
America, there is a 123% increase from August
to January in gas demand. Hence, the more
energy is sourced in the electricity systems, the
more the systems would need to swing to allow
for increases in winter demand, also leading to
an increase in the cost of back-up capacity.

3.1.4. Infrastructure investments

Changing the energy systems will also

entail big investments in infrastructure. This
includes deep renovation of housing stock

to increase energy efficiency. In Europe, only
a small fraction of houses have begun such
renovations, and this will have to be increased
rapidly. One challenge within this, as pointed
out by one participant, is that it can be difficult

to get industry investments for such projects
because private organisations must have a
more certain return on investment. This means
that governments must commit to making
greater investments in these areas, as well as
find ways to incentivise private investments.

3.1.5. Regulatory challenge

Alongside technological and financial
considerations, the energy transition also
comes with specific regulatory challenges.
One of these, pointed out by one participant,
is that policies tend to be developed in
'stovepipes’, isolating different parts of the
system in separate strategies, while in fact
they need to be considered in conjunction.
From this perspective, there is a tendency
among policymakers to place a lot of focus on
technology and financing, and not pay enough
attention to other influential factors, such as
green skills, material needs and individual
behaviour changes.

3.1.6. Political challenge

Another challenge is securing the public
support required to implement plans for the
energy transition. According to one participant,
public opinion is currently more focused on

the cost of living than on climate change,
which influences the willingness of politicians
to progress these issues forward. Meanwhile,
the public are the consumers of this system,
and the energy systems must meet public
energy demand, making sure that households
can use heating, keep the lights on, and so

on, at all times. Additionally, when setting

up new energy systems there is a need to
consider the tolerance for energy failures.

This varies across countries, with European
countries having been found to have the lowest
tolerance towards power outages, followed

by North America. Another point raised is that
the public tend to protest against having any
energy infrastructure built in close geographical



Box 3. China’s net-zero targets

Turning towards China, one participant raised the plan for carbon neutrality announced in 2020
by President Xi Jinping, in which the first target is to reach peak carbon use before 2030, and
the second is to reach carbon neutrality by 2060. According to one participant, the biggest
challenge to delivering on this roadmap is the transfer from a traditional grid, based on coal
power, to new grids compatible with renewable energy sources. This is viewed as the biggest
bottleneck, where China could benefit from international collaboration. It was also pointed out
that the Chinese economy is currently slowing down, with a lower growth rate resulting in a
lower energy demand and, therefore, a lower energy requirement.

proximity to residential communities. All
these factors need to be incorporated into the
roadmap for an energy transition.

3.2. Beginning to build a roadmap

This section summarises the points that were
raised in the discussion of the scope and
scale of the energy transition. These include
ideas, challenges and other considerations
that can be incorporated into the roadmap
for the global energy transition that these
dialogues aim to achieve.

3.2.1. Approaching net-zero aims with a
holistic, systems-based approach

To combat the challenges described above,
webinar participants agreed that the energy
transition needs to be conducted through a
holistic, systems-based approach. Such an
approach would consider factors including
technology, finance, politics and infrastructure.
It would involve considering the sequencing
of policies and their inter-linkages, as well

as setting out plans and strategies that

reach across sectors. This can ensure that
technological advancements are matched
with the necessary infrastructure investments,
green skills development, and so on. Without
this holistic approach, the challenges of
integrating new green energy technologies will
be more profound.

3.2.2. The role of nuclear energy

When discussing the role of nuclear power in
the energy transition, one participant referred
to the example of France. While the world on
average uses 82% of primary energy demand
from fossil fuel, France has managed to go
below 50%, and this is in part attributed to their
1970 commitment to invest in nuclear power.
As a result, France has been able to decarbonise
sooner than other countries while providing
itself with the cheapest energy in Europe. This
makes a clear case for nuclear; however, due

to how nuclear energy systems work, they do
not help cover the energy needed for demand
swings. Hence, nuclear energy has the potential
to contribute positively to the energy mix, but
must be included in combination with other
energy sources. In the context of China, one
participant argued that the need for investment
in nuclear energy will depend on the speed of
economic growth (now slowing down in China)
and therefore the level of energy demand. From
this perspective, if the energy demand is lower,
there might not be a need to invest in additional
nuclear energy capacity.

3.2.3. The role of hydrogen energy

Turning the attention towards hydrogen power,
one participant described how proactive
measures could help bring it into the energy
mix. According to this perspective, the reason



why hydrogen power does not seem likely to
play a big role in the energy transition is that it
is currently not well established in the market.
Just like the sustainable transition of vehicles
was not expected to be driven by electricity
until the first batteries were introduced to the
market, the trajectory of hydrogen power could
change if new technologies are developed. This
view suggests that efforts should be put into
creating the first sizable projects for producing
hydrogen, which in turn can establish its place
in the market, create capacity and demonstrate
its effectiveness. Such demonstrative projects
can be proposed under COP28.

3.2.4. Why the energy transition cannot
rely on market forces alone

As mentioned earlier in these seminars,
participants agreed that the energy transition
needs to be government-led rather than driven
purely by market forces. This is reinforced by
one participant who highlighted that, according
to market logic, it is undesirable to retire old
energy technologies — their up-front capital
costs are high, and these would become

sunk costs. Therefore, we need to find ways
to replace these old technologies effectively,
which requires different financing models and
ways of thinking. This, it is argued, can help
align investors on a set of objectives from a
policy point of view.

One example of a different approach would be
for philanthropists to buy up coal fire plants
with the intention of accelerating their closure.
To the question of whether this could be done
at a wider scale, one participant pointed out
that while it can play a role, this solution brings
with it new challenges. The fundamental
problem described is that when we retire
certain energy plants, this requires the end
users to change the energy systems in their
homes. This causes both economic costs and
inconveniences from renovations for these
consumers, who might rather have stayed

with their current energy system if given the
choice. A more systematic, government-led
energy transition could develop and implement
strategies to overcome the challenge of
consumer resistance.

3.2.5. Battery and storage technology

In discussing storage technology, one panellist
mentioned that China has a particularly large
demand for energy storage capacity. This,

the panellist described, is because China's
major consuming centres, such as Shanghai,
are located geographically far away from
where clean energy, such as wind and solar,

is sourced. For this, batteries are not seen as
the best option to store energy. Instead, pump
hydrogen is suggested as a more appropriate
alternative, although a challenge here would
be to get the current cost down, such as by
increasing its demand.

From the European perspective, the cost of
battery development and production was
raised by participants as a key issue, in part
because they require rare materials that are
limited in supply. Technological investments
and R&D to resolve this issue are currently
under way, including recent breakthroughs on
sodium-ion batteries (requiring materials that
are more abundant in nature), which is helping
drive down the long-term costs. Nevertheless,
given the strong demand swings discussed
earlier, it is, according to one participant,
inconceivable that we will be able to drive the
costs of battery storage down sufficiently to
accommodate enough back-up electricity

to cover the high-demand seasons, when

the least sustainable energy is generated.
Therefore, while it is still worth continuing
these technological developments and using
them as part of the solution, batteries alone
cannot solve the problem of demand swings.
Another part of the solution could be to create
a market in which electricity users are paid to
switch their electricity off at peak hours.



3.2.6. The role of Russia

In relation to the Russia—Ukraine war, one
panellist believes that the conflict will accelerate
the energy transition due to raising concerns
around energy security. The spike in gas prices
experienced around the world in the wake of the

invasion has made Russia an unreliable provider.

The main buyers of Russian gas might also
weigh the potential geopolitical challenges and
opt to strengthen their relationships with other
providers as an alternative.

3.2.7. International cooperations on
accessible financing for developing
economies

The dialogue returned to the fact that
developing economies tend to have greater
difficulties in accessing financing at affordable
rates and that this needs to be addressed to
accelerate the energy transition. By rough
estimates, developing economies pay a rate
premium of approximately 4% to secure
borrowing and to attract investments in clean
energy projects. As suggested in the previous
session, the involvement of MDBs might be
the best solution to address this problem,

and there might be a case for developing a
larger programme devoted to climate finance
through, for example, the World Bank. Another
option mentioned is to set up new institutions

specifically dedicated to addressing this issue,
although this would likely take too much time
to meet the urgency of the issue.

The Chinese Belt and Road Initiative is

one example of a programme that has
supported energy projects in Asian countries,
some of which are renewables. Although

this is sometimes critiqued, as the loans

are considered expensive, one participant
highlighted that these projects have helped
stimulate foreign direct investment and
supported developing economies such as
Kazakhstan.

3.2.8. The future of oil

There was a consensus among the panellists
that oil as an energy source is being phased
out. One observation was that European oil
companies are currently working hard to
protect their business models, while using PR
campaigns and other means to secure their
role in the energy transition. From a wider
geopolitical perspective, there is a big question
about transforming the economies of Middle
Eastern countries, whose main national income
derives from oil. It is important to consider
what will happen if, for example, Saudi Arabia’'s
primary source of national wealth disappears.
This is another example where regional
cooperation could drive positive outcomes.



Chapter 4. Majlis 3: A diplomatic framework for
the global energy transition

The third dialogue focused on developing a
diplomatic framework for the global energy
transition, with the discussion covering
topics such as the challenges of transitioning
the global economy in a polarised world,
expectations for the COP UNFCCC system,
options for creating a fund for the transition,
and more. The session took place on 8
September 2023 and was moderated by
Ambassador (Ret.) Charles Ries, adjunct
senior fellow at the RAND Corporation and
Scotia Group member, and featured Prof.
James H. Stock, Vice Provost for Climate
and Sustainability, Harvard University, and
Catherine Novelli, former Under Secretary of
State for Economic Growth, Energy, and the
Environment, U.S. Department of State.

4.1. Initial concerns about the
energy transition

This dialogue was introduced with the
proposition that climate change is likely the
biggest and most complicated diplomatic
problem of our time. It has received growing
attention during the last decade, examples
being — in addition to the United Nations
Framework Convention on Climate Change
(UNFCCC) and the UN Climate Change
Conference (COP) — the Group of Seven (G7),
the Group of 20 (G20), the World Economic
Forum in Davos, and so on. Still, global
warming has not slowed down at the rate that
scientists agree it needs to, and an energy
transition would be key in accelerating this
progress. With this in mind, some key concerns
were shared by a participant.

4.1.1. Energy price disruptions

The invasion of Ukraine has reinforced our
recognition of how critical for both consumers
and politicians it is that there are reliable,
available and stably priced sources of energy.
In the US, rises in gas prices are sending huge
shockwaves through the political system.
Coupled with inflation, these rises have served
to derail an important element of the Biden
administration’s energy policy even before the
invasion, namely, significant attempts to reform
the fossil-fuel programme in the US needing

to be discontinued as part of negotiations for
the Inflation Reduction Act (IRA), as a direct
result of rising energy prices, rather than lack of
political will.

As for lower-income countries, it is critical
that during the energy transition, these
countries not only have access to energy,
but also that energy policy can be used to
spur economic growth. Although, ideally,
this would be all green energy, this panellist
argued, having residual fossil fuels would
serve as a mechanism to allow growth in the
circumstances where there are no alternatives
or where fossil fuels are a much more cost-
effective option.

4.1.2. Increased exposure to difficult-to-
anticipate shocks

According to this panellist, politicians tend to
take their eyes off one issue when something
more urgent comes along. Even though there
have been numerous occasions where the
physical consequences of climate change have
been devastating, these have not been seen

as existential threats. These consequences



interact in complex ways, and their effects on
societies can be difficult to anticipate. As a
result, these threats, and therefore the energy
transition, risk being sidelined as resources are
mobilised to address other, seemingly more
urgent, unanticipated threats.

4.1.3. The need for public messaging
to adapt when 1.5°C is reached and
exceeded

Globally, public messaging is currently based
largely on the 1.5°C target, with warnings of
what will happen if temperatures increase
beyond this. In reality, increases are distributed
unevenly across the globe, and it is impossible
to know for sure what will happen once
temperatures in a certain location surpass

this target. In this likely scenario, although

the vast majority of people will be largely
unaffected, governments will need to declare
disaster and think about how this situation

will affect international negotiations. This
raised the question of whether anchoring to
specific targets at specific dates is a helpful
strategy. On this note, one participant argued
that targets were useful in reducing complexity
and enabling clear and strong messaging.
Diplomats are not environmental specialists,
and too much complexity can make it difficult
to drive commitments.

4.2. Solutions from a diplomatic
point of view

4.2.1. The importance of incentives

The importance of incentives was raised in
the discussion about how to get individual
countries to commit to the transition. In this
view, countries that commit need to be able to
benefit, but also, there needs to be some form
of disadvantage for those who do not. Such

a system would have to allow for countries

to make their own strategies of how to meet

the necessary target, based on their specific
needs and contexts. Nationally Determined
Contributions (NDCs) were cited as an example
of this.

The importance of incentivising the private
sector to bring innovations to the market was
another point raised. This perspective noted
that it cannot be assumed that innovators

will develop technologies and infrastructure
without the prospect of being financially
rewarded. Neither will they transfer these
innovations to where they are needed,

such as in lower-income countries, without
compensation, although there might be a

role for MDBs to subsidise such transfers of
technologies. Nevertheless, a roadmap must
consider how to incentivise innovation within
this space by identifying what advantages it
can bring beyond climate change mitigation
and adaptation. This could include the fact that
many green energy sources offer cheap power
once implemented, or, indeed, that not only
the most sustainable energy sources, such as
solar energy, are invested in, but that these are
combined with ‘second best’ options if this is
what makes economic sense. As mentioned
earlier, it is crucial for the energy transition to
be economically sustainable.

4.2.2. The power of individual leaders

Several participants pointed out the
importance of commitment by individual
leaders to drive progress on key issues. The
right argument for a green energy transition
can be in place, promoting economic and other
advantages, but change will not be possible
without dedicated leaders to push through
the challenges that will inevitably arise. As
one participant noted, diplomacy is often
about people and about inspiring leaders and
decision makers to change.



4.2.3. The role of MDBs

As in previous dialogues, participants agreed
that MDBs can be recapitalised and reformed
to focus more on addressing climate change.
One participant argued that countries receiving
funds from MDBs must make sure that the
money is used to prioritise sustainability
issues. When used to build infrastructure, for
example, this must be built sustainably. Actors
who are providing funds, whether these are
MDBs or other nations, should, in this view, set
requirements for how the funds are spent. ‘One
country’s conditionality is another country’s
incentive’, marks the logic of this argument.

4.2.4. Making use of debt swaps as a
mechanism

Another mechanism proposed for incentivising
small and developing economies to transition
to clean energy is to exchange such efforts

for reduced debts. As acknowledged by one
participant, debt swaps are already being used
to reduce debt burden, but this is a complicated
option due to lack of transparency around the
conditions of some debts, especially between
two countries. Therefore, this view argues that
it is easier to discuss debt swaps when the
creditors are multilateral organisations, and
more complicated in the bilateral credit space.

One participant pointed out that SIDS continue
to accumulate debts disproportionately,

even once they stop borrowing, due to the
higher cost of borrowing, and that, therefore,
SIDS are looking for debt relief, rather

than more traditional debt swaps. Another
participant pointed out how the international
credit rating system tends to penalise SIDS
disproportionately due to the nature of their
economies — younger labour forces, a higher
proportion of ‘grey’ economic activity — and
assigns SIDS lower credit ratings, which, in
turn, further exacerbates the issue of the higher
cost of borrowing.

4.2.5. The issue of representation

One participant pointed out that it might be
problematic to have the G20 countries drive
the conversation about the energy transition,
noting that it does not include all nations, yet
the group ‘makes decisions for everyone'. In
this view, decisions made within this context
risk neglecting the needs of, for example, SIDS.
As such, this view argues that there needs to
be a discussion of how to achieve permanent
representation of all voices in the development
of a global energy transition roadmap.

4.2.6. Trade as a mechanism to
incentivise energy efficiency and
accelerate the energy transition

European countries and the US are currently
using two different approaches to incentivise
energy efficiency through trade policy. The
European approach is based on the idea that
carbon allowances are paid for domestically,
and that imports are charged based on the
carbon embedded in those imports, and the
equivalent adjustment measures. This system
helps avoid ‘carbon leakage', where high-energy
production goes offshore. The US takes a
different approach, subsidising efforts towards
energy efficiency and high-energy production.
In principle, they are also contemplating a tariff
structure on foreign goods that would be based
on those goods’ energy intensity, although

this wouldn't be consistent with World Trade
Organization (WTO) frameworks, as it applies
different measures on imports and exports.

According to one participant, the European and
US systems could together provide powerful
incentives for energy-efficiency investment all
over the world. There is already a hydrogen
economy growing in the Gulf, for example,
where sustainable materials are produced
more cheaply. Hence, trade regulation has

the potential to enhance the energy transition,
although there are enormous measurement



problems that need to be overcome for these
systems to work to their full potential.

Additionally, the WTO currently does not include
specific energy considerations in its rules and
frameworks, and there is an opportunity for

the WTO to take a more active role in driving
the sustainability of the energy transition.
Implementing carbon pricing on a global scale
would provide a powerful incentive for energy
efficiency, drive innovation and accelerate the
energy transition all over the world.

4.2.7. Geopolitical conflicts as diplomatic
barriers to the energy transition

In discussing the war between Ukraine and
Russia, participants reflected on the diplomatic
barriers that shocks such as wars have on the
progress of the energy transition. As noted by
one participant, we have seen new geopolitical
shocks every three to four years since the
Second World War, which makes it difficult to
sustain cooperation between nations. While
this is a difficult issue, one participant noted
that there are examples of global agreements
that have been achieved despite geopolitical
conflicts. The Montreal Protocol of 1987

to protect the ozone layer (and its Kigali
Amendment in 2016),'° for example, was
ratified in 2019 despite wide disagreement
among the member states. Moreover, from
this perspective, strong economic incentives
and dedicated individual leaders can overcome
diplomatic challenges, as can NGOs and

10 Ozonaction, UN Environment Programme (n.d.).

communities of people who are committed
to making the world a better place and can
ensure the important issues are kept high on
the public agenda. In addition to this, ‘behind
the scenes’ diplomacy will continue to play
an important role in achieving consensus and
driving political action.

4.2.8. Opportunities associated with the
energy transition

The dialogue ended by outlining the reasons for
optimism. As one participant pointed out, we
have already seen major improvements in the
last decade in terms of making green energies
affordable, as well as establishing the need

to address climate change as conventional
wisdom. Furthermore, the energy transition
offers major economic opportunities, including
efficient and low-cost decarbonisation in
developing economies. For example, the
energy transition could improve the quality of
life in many African countries through off-the-
grid technology solutions and help provide
low-cost energy in countries like India. There
are also opportunities for the developed

world in the diplomatic arena, as the energy
transition might allow for proactive responses
to geopolitical risks. In conclusion, despite the
challenges discussed at length throughout
this series of Majlis Dialogues, recent progress
and future opportunities give reason to be
optimistic about delivering a timely and just
energy transition globally.



Chapter 5. Additional areas for consideration

In addition to the three Majlis Dialogues
included in this paper, there was a series of
supplementary discussions between members
of the Scotia Group and RAND Europe that
took place within the margins of these

formal meetings. Within this context, several
additional points were raised that are relevant
to the development of a roadmap for the global
energy transition. This section summarises
some of the issues raised during these
discussions, including the decarbonisation of
food production and consumption, as well as
the importance of policy sequencing and the
role of MDBs.

In parallel, members of the Scotia Group
prepared a discussion paper that focuses

on many of the finance issues related to the
global energy transition. As this is an area that
was not explicitly covered in the three Majlis
Dialogues, it is useful to include it here, as the
‘Scotia Paper’ (which has also been included in
Annex 2, for completeness).

5.1. Decarbonising food
production and consumption

While the roadmap developed in the 2023
Majlis Dialogue series focuses on transitioning
the global energy system, the global food
industry continues to be a major driver of
climate change. Food production, consumption
and waste account for more than one third of
the global carbon dioxide emissions annually.

Additionally, agriculture generates methane,
a greenhouse gas that causes 28 times more

warming per molecule than carbon dioxide
over the course of a century, and nitrous

oxide, which causes 265 times more warming.
Combined, these two gases generate more
than 80% of all the greenhouse gases produced
by farming (equivalent to more than 7 billion
tons of carbon dioxide annually).

Deforestation and other land uses account for
an additional 1.6 billion tons of carbon dioxide,
and rotting food waste an additional 3.3

billion tons of methane, per year. If the world’s
population increases by 40% by the end of the
century as it is projected to do, feeding people
using the same agricultural methods on which
we currently rely will lead to an increase in
food-related emissions by two thirds.

To draw attention to and help address these
challenges, 33 asset management companies
signed a letter to the Director-General of the
Food and Agriculture Organization of the
United Nations, with the aim of understanding
better how the asset management industry
can help facilitate decarbonisation of food
production and consumption.

5.2. The importance of policy
sequencing

Policy sequencing, the idea that first adopting
less stringent policies enables subsequent
adoption of more radical policies than would
have been possible without the ratcheting-up
measures, is an approach to be considered
when planning the net-zero transition. Some
suggestions for what this may look like

11 Decarbonizing food production and consumption (2018).



came up in the Majlis Dialogues, such as

the idea that governments can introduce
demonstrative projects to create a market for
certain innovative energy technologies, thus
paving the way to further innovation. However,
while policy sequencing has the potential to
play a key role in the energy transition, there is
limited evidence on what approaches to policy
sequencing are being used and by whom,

as well as whether governments find such
approaches useful in making green energy
transitions. As such, further inquiry into policy
sequencing may help the development of a
holistic, systems-based strategy for the energy
transition. This may involve a rapid evidence
assessment of the use of policy sequencing
for green transitions,'> where robust insights
are generated in a timely manner to meet the
urgency of the crisis, as well as using futures
and scenarios methods™ to explore uncertainty
and future developments, identify risks, test
and prioritise policies, and more.

5.3. The role of MDBs

The role of MDBs in facilitating a global

energy transition was raised in all three Majlis
Dialogues, and surrounding conversations have
further discussed what this role might look like.
Notably, the Independent Expert Group (IEG)
published a report in June 2023, commissioned
by the Indian G20 Presidency, that proposed a
Multilateral Development Bank Reform called
the Triple Agenda’. This agenda mandates a
tripling of sustainable lending levels by 2030
and suggests that additional spending of USS3
trillion per year is needed by 2030, including
USS1.8 trillion into climate action.

12 Bryan & Hicks (2023b).
13 Bryan & Hicks (2023a).

The IEG proposes that the majority of this
funding should come from domestic resource
mobilisation, and the rest from external
financing, including both additional official
external financing from bilateral and multilateral
concessional and non-concessional sources,
and funding raised from private capital.

Moreover, the agenda sets out how MDBs may
engage with the private sector through means
such as co-creating investment programmes
as well as direct and indirect private capital
mobilisation. For the Triple Agenda’ to be
effectively implemented, the IEG recommends
that the G20 encourage MDBs to develop new
operating models that are suitable for scaled-up
activity and to fully serve all developing
economy clients. Operational activities should
be strengthened specifically in low-income and
vulnerable countries, countries that lack access
to affordable capital, and countries where
policy, regulatory and institutional weaknesses
impede private capital mobilisation.

5.4. The Scotia Paper

Following COP26 and COP27, there remained
a need to continue exploring how the

financial needs of developing economies to
support their energy transition could be met.
Complicating this is the absence of an agreed
definition of what constitutes ‘climate finance,
although a Standing Committee on Finance
has been formed to assist the COP in this area.

Due to limited grant-based financing to
fund climate adaptation and mitigation
measures, many nations are funding these
through increased levels of debt, which
places additional stresses on their national
balance sheets. In 2022, the Bridgetown

14 See Annex 2 for the full Scotia Paper, which is only briefly summarised here.
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Initiative was launched in order to provide
developing states with emergency liquidity,
expand multilateral lending by USS1 trillion,

and access private-sector savings for climate
mitigation. Subsequently, the United Nations
incorporated the Bridgetown Initiative into the
Sustainable Development Goal (SDG) Stimulus
to be implemented in the 2030 Agenda for
Sustainable Development. This requires
endorsement by the G20 to become actionable.

Further discussion spurred by the New Global
Financial Pact Summit developed these

ideas further. The G20 also established an
Independent Expert Group to examine reform
of the MDBs to support this climate finance
agenda. It is also important to recognise the
plurality of climate resilience funds across
the SIDS region; these funds are extremely
diverse in scope and performance criteria, and
they are likely insufficient to meet the funding
requirements of the SIDS.

In response to this climate financing landscape,
the Scotia Group made four recommendations
for agreement at COP28:

1. Scale up financing: Consider establishing a
global fund that complements the current
financial mechanisms to allow countries to
scale up mitigation efforts and complete
the energy transition by 2030.

2. Simplify and strengthen system integrity
by employing Algorithmic Digital
Advancements (ADAs): These would be
tools that reduce barriers for climate
finance and add value to the wider financial
sector.

3. Scale up the shift from fossil fuels to clean
energies: Implement an energy transition
acceleration project to speed up the
change from hydrocarbons to clean energy.

4. Accelerate the energy transition process
through digital tools.

5.5. Engaging the wider global
community

Following the first three Majlis Dialogues and
the development of an initial set of synthesised
findings from these collective discussions,
the Scotia Group and RAND Europe presented
a draft version of the roadmap (finalised in
Chapter 6) in September 2023 at a side event
as part of the 78th General Assembly of the
United Nations in New York. Co-hosted by

the Government of Antigua and Barbuda,

and comprising members of the diplomatic
community from SIDS and other countries,
the event was an opportunity to discuss the
findings of the wider Majlis Dialogues and
solicit feedback on their merits. This feedback
from the participants has been considered
and incorporated into the final Majlis Dialogue
Synthesis as presented in Chapter 6.

At this event, it was made clear that itis in
the interest of SIDS governments to drive a
transition, especially given their particular
vulnerability to climate change. For many,

the climate emergency is an existential

threat to the survival of the nation. However,
these nations face unique challenges driven
by factors out of their control, such as their
geographical size, limited resources, and
vulnerability to climate change and other
natural disasters. Additionally, as mentioned
in previous sections, they often have limited
scope for funding via multilateral banks. These
factors also limit their ability to adapt to and
strengthen their resilience against natural
disasters caused by climate change. As a
result, most have not been able to transition
to more sustainable energy sources, and their
debt levels are increasing. Saint Martin, for
example, is currently 100% reliant on fossil
fuels for energy, which is both environmentally
unsustainable and economically volatile.

In this light, it is urged that higher-income
states support these nations in transitioning,



not only through financial support but also
through support in developing technologies
and building institutional capacity and resilient
infrastructure. As described by one participant,
financial means does not equate to energy
transition; capacity to act is also needed.

The need for multilateral collaboration and
strengthened relationships between nations
and regions was reiterated, echoing a central
theme in the Majlis Dialogues.

Proposals for how climate financing could

be scaled up were offered. This includes the
establishment of a ‘global energy transition
fund’ that could complement existing facilities
and financing mechanisms, and could collect
and manage carbon taxes, as well as play a key
role in backing a new green digital currency.
Such a currency could be designed as an
‘energy drawing right’ and create value through
climate credit, having an embedded incentive
for decarbonisation. This could also possibly
be backed by a basket of commodities.

Within the topic of climate financing, it was
also suggested that debt sustainability can

be managed and restructured to include a
new climate dimension that could play a

key role. There is a need for creative forms

of debt restructuring and this could include
dept swaps. There has been a recent growing
popularity to swap debt for climate action, and
bigger transactions have been seen that would
conceptually promise greater impact. Yet, it is

still unclear to what extent these transactions
are effective. For swaps to be successful, there
needs to be a country with large amounts

of debt in need of relief, while also having
climate assets and climate contributions

that would be meaningful. Additionally, the
lending government needs to have placed a
high priority on climate mitigation, surpassing
its other debt considerations, which may be
challenging. An underlying concern is that
these transactions require the borrower to yield
some of its sovereignty in exchange for debt
relief, often when the majority of global climate
impacts have been created by other countries.
In other words, developing countries pay with
their sovereignty for other nations’ damages.
Hence, debt swaps are interesting options to
explore in terms of climate financing, but a
number of problems need to be acknowledged.

A participant from the private sector advocated
for utilising capital markets as the best next
move to facilitate the energy transition and
suggested a market bond-trading platform.

In this view, bond-based financing offers a
scalable solution.

Overall, this event raised important insights

that were incorporated into the roadmap for
the energy transition, focusing on the role

of SIDS in the energy transition and offering

some initial ideas as to how these countries’
challenges can be met.



Chapter 6. Roadmap for the global energy

transition

Following the three Majlis Dialogues,
summarised in Chapters 2—4, and
incorporating key points from subsequent
discussions regarding the global energy
transition, outlined in Chapter 5, a synthesis
setting out a roadmap of next steps for wider
consideration is presented in this chapter.

Because this synthesis was developed using
inputs gathered during the three main Majlis
sessions (and supported by subsequent
discussions), it should not be read as an
exhaustive and prescriptive set of solutions.
Rather, the roadmap identifies key principles
and ideas, which our expert discussions have
brought to the fore.

6.1. The global energy transition
needs to use a holistic, systems-
based approach.

Too often the global energy transition is

only examined through the separate lens of
geopolitics, or economics, or financing, or
technology. This neglects the holistic, systems
nature of these dimensions, whereas they need
to be considered as a connected whole. For
example, there is a need for governments to
exercise political will and take action to drive the
energy transition, rather than simply relying on
market forces to accomplish this; and any action
plan, equally, needs to understand how our
market system can best support the transition.

Because the challenges of climate change
reach across national borders, the energy
transition needs to encompass a global

response that encourages nations to work
together, despite potential tensions in other
areas. Explicit regional coordination and
cooperation could also augment and underpin
implementation of strategies at the national
level. Clause 4.19 of the Paris Agreement
represents an example of where this approach
is attempted, although it has not yet managed
to engage all countries as envisioned. To
ensure future commitments are followed
through, there would be benefit to reconsider
creating stronger incentives to change, and
potential ramifications for countries that break
their commitments. This requires building

and articulating political consensus, where a
sense of urgency is built into the discussion

to motivate commitments that are sustained
even when other urgent threats shock the
systems. At the same time, any multinational
frameworks need to incorporate all voices

and allow for individual nations to build a plan
for implementation that fits their needs and
circumstances. Importantly, all proposals for
an energy transition need to be informed by
first-hand knowledge, advice, and collaboration
on equal terms of leaders and advocates from
within developing economies and SIDS. These
are the countries that are most in need of
climate finance innovation, and the efficacy of
a roadmap depends on their deep involvement.
Therefore, while leading economies could have
a driving role and provide leadership for the rest
of the world to follow, an inclusive instrument
design approach is essential to climate finance
innovation with climate justice.



6.2. We need to understand

and prepare for the energy
transition from a technology and
infrastructure perspective.

Appropriate investments in the technologies, as
well as the facilitating infrastructure, will be key
for a timely and efficient energy transition. This
is a particular challenge for large-scale private
investment in specific technologies, as there is
uncertainty around which clean technologies
will power the energy transition and which

will play more of a supporting role. As such,
governments and multilateral organisations
may need to play a role in driving technology
demonstrators and technology programmes to
open up markets and set up core infrastructure
for these technologies to flourish. This could
accelerate the transition by de-risking and
incentivising private investments and creating
and driving a market investment cycle. Such
programmes would allow for all stakeholders
in the ecosystem to meet their objectives,

and to build infrastructure that facilitates a
range of technologies and allows for seasonal

variation of energy demand. Power distribution
networks, household efficiency, preferences
and tolerance levels, and wider consumption
patterns need to be considered when
evaluating infrastructure investments, and it
will be particularly important for policymakers
to consider how to sequence the development
and implementation of such initiatives.
Ultimately, the future energy mix must be
economically viable for an energy transition to
realise its potential.

6.3. The developing world

faces particular challenges
around access to energy
transition finance; recapitalised
and empowered multilateral
development banks can play a key
role in mitigating these.

In terms of financing the energy transition,
developing economies face specific challenges.
In particular, these nations find it difficult to
secure the scale of the investment required at
affordable rates. While some believe creating
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new finance institutions to address this
challenge is the right solution, it is also possible
to deliver this investment support through
existing MDBs. However, these institutions
may need to be recapitalised to deliver

funding at scale and there may be a need to
reform their scope so that all components of
the energy transition ecosystem are able to
access finance; for example, some MICs might
not have access to finance schemes under

the current GNI per capita criteria, and other
developing economies are likely to have lower
credit ratings and borrowing capacity to access
current streams. This issue inhibits the capacity
of SIDS to undergo a transition as well as build
the resilience to adapt to natural disasters caused
by climate change, to which they are particularly
vulnerable. Working with existing institutions,
rather than creating new ones, would reduce
delay in what is already an aggressive
timescale to facilitate an energy transition by
2030. That being said, there might be a case
for creating a ‘global energy transition fund’ to
complement existing institutions, which could
play a role in collecting carbon tax as well as
establishing a new green digital currency.

6.4. Political will and geopolitics
will ultimately determine the
success of the energy transition.

In adopting a holistic, systems-based
approach to the energy transition, there are
political and geopolitical realities that must

be acknowledged and worked through for

the energy transition to succeed. This will be
challenging, as we are living in a geopolitically
fragmented world, and will require commitment
from all parties to find a way to cooperate — or
at least not work at cross-purposes — on the
energy transition in spite of differing interests
in other areas. Leading economies, such as the
US, the EU and China will have to work together
where appropriate to leverage the benefits of
an energy transition. National governments
must find ways to communicate the urgency of
the climate crisis and gain support from often
politically polarised electorates for actions that
drive the energy transition. Countries whose
major national income derives from fossil fuels,
such as the OPEC membership, will need to
consider how to transition their economies

to a carbon-neutral model, as demand for
hydrocarbons decreases. In the past, clear
political will has been needed to overcome
similar challenges, and this will likely be key

for the energy transition as well. In addition,
formal and informal dialogues and exchanges
can propose and test solutions where there is
opportunity to form political consensus.
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Annex

A.1. Majlis Dialogues panellists and moderators

A.1.1. Majlis Dialogue 1 panellists and
moderators

Panellist: Prof. Jeffrey D. Sachs, Director of the
Center for Sustainable Development, Columbia

University

Moderator: Dr Christian van Stolk, Executive
Vice President, RAND Europe

A.1.2. Majlis Dialogue 2 panellists and
moderators

Panellists: Rt Hon. Chris Huhne, Former
Secretary of State for Energy and Climate
Change of the United Kingdom; Dr Qiang Liu,
Secretary General of the Global Forum on
Energy Security; Hans Pung, President, RAND
Europe

Moderator: Howard Covington, Chair of the
Scotia Group and Founding Chair of the Alan
Turing Institute

A.1.3. Majlis Dialogue 3 panellists and
moderators

Panellists: Prof. James H. Stock, Vice Provost
for Climate and Sustainability, Harvard
University; Catherine Novelli, former Under
Secretary of State for Economic Growth,
Energy, and the Environment, U.S. Department
of State

Moderator: Ambassador (Ret.) Charles Ries,
adjunct senior fellow at the RAND Corporation
and Scotia Group member



A.2. Scotia Group's proposals to augment global climate finance and
accelerate the energy transition

SCOTIA GROUP’S PROPOSALS TO AUGMENT GLOBAL CLIMATE FINANCE AND ACCELERATE THE ENERGY
TRANSITION

The Scotia Group is a global network comprising of leading figures in law, politics, business, and academia
under the leadership of Professor Malik Dahlan. The Group’s primary objective, as set out in the context
of COP26 in 2021, was to address the climate emergency facing the planet. The recommendations that
the Scotia Group produced were endorsed by numerous branches of the United Nations, and recognized
in a UN/IPU communiqué of August 2021.

Following the disappointing outcomes of COP26 and COP27, the Scotia Group remains focused on the
goal of net zero carbon emissions, acknowledging the significant financial needs of developing countries
and emerging markets in the energy transition.

There is no agreed definition of climate finance among the Parties to the United Nations Framework
Convention on Climate Change (UNFCCC). At COP16, the Parties established the Standing Committee on
Finance (SCF) to assist the COP in exercising its coordinating role of the UNFCCC Financial Mechanism and
improve coherence and coordination in the delivery of climate change financing, rationalization of the
Financial Mechanism, mobilization of financial resources and measurement, and reporting of the support
provided to developing country Parties. The SCF is tasked to report to COP on Parties’ understanding of
“climate finance” with the aim for the latter to agree on a common definition and related monitoring
system. Absent such definition, measuring and reporting on climate finance remains difficult.

Labelling climate finance as Official Development Assistance (ODA) is controversial for two reasons: the
0.7% of GDP annual target for individual country contributions to the ODA is insufficient to limit global
warming to 1.5° Celsius; and ODA accountability is to the OECD Development Assistance Committee
(DAC), whereas UNFCCC Parties prefer accountability on climate finance to remain with the COP. To ensure
climate finance is not seen as ODA, most of the negotiated documents include language such as
“development and climate finance” treating them as to separate entities.

In our proposals, we consider that climate finance refers to investments for climate-specific outcomes
such as reduction of emissions and full energy transition - climate mitigation - and changes in processes
to moderate potential damages or benefit from opportunities associated with climate change (UNFCCC)
— climate adaptation. The goal is climate resilience. In 2021, the global volume of climate transactions
was estimated at USD 850 billion. USD 4.3 trillion is needed annually by 2030 to achieve net-zero by
2050. In emerging markets, barriers for private investors include the low risk-return of prospective
investments, high diligence and supervision costs, and uncertainty over climate-related risks (Devex, 12
April 2023).

Leading scientists have warned in the |PCC AR6 Synthesis Report of March 2023 that the World’s plans to
combat irreversible changes caused by GHG emissions are inadequate and that far more aggressive
actions must be taken to avert disastrous warming. The Earth will cross a critical threshold in global
warming within the next decade. Nations will need to make an immediate and drastic shift away from
fossil fuels and other high emissions’ industries to prevent it dangerously overheating beyond that level.

Due to limited grant-based financing for mitigation and adaptation, most countries are funding the
climate agenda by raising debt, leading to even higher levels of indebtedness and potential debt distress.
A EURODAD study in 2022 found that, while SIDS collectively received USD 1.5 billion in climate finance —
mostly as concessional loans — between 2016 and 2020, over the same period 22 of them paid over USD
26.6 billion to their external creditors.

The Nov 2022 report of the High-Level Expert Group on Climate Finance proposed five measures to ensure
countries have access to adequate climate finance and complete the transition to carbon-neutral
economies and livelihoods:
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e Accelerating investment: Rapid delivery of investment projects, at scale

e Mobilizing private finance at scale: The private sector making the largest increase in financing, both
foreign and domestic

e Revamping the role of MDBs: Stepped-up engagement and tripling of the annual flows from the
MDBs and other development finance institutions (DFls) in the next five years

e Delivering on and expanding the scope of concessional finance: A doubling of concessional finance
from rich countries by 2025 from 2019 levels, together with strong expansion of the envelope of
low-cost finance through innovative ways.

e Tackling indebtedness: Resolving the debt and liquidity issues facing many countries.

To scale up development financing, reduce debt pressure, and accelerate the transition to net-zero, Prime
Minister Mia Mottley of Barbados together with other leaders launched in 2022 the Bridgetown Initiative,
which is a three step plan to include: (1) provision of emergency liquidity, (2) expansion of multilateral
lending to Governments by USD 1 Trillion, and (3) activation of private sector savings for climate mitigation
and fund reconstruction after a climate disaster through new multilateral mechanisms. For the latter, the
proposed action reads as follows:

“Most climate-vulnerable countries do not have the fiscal space to adopt new debt. We must move beyond
country-by-country responses that have become bogged down by issues of who should do more. We need
a global mechanism for raising reconstruction grants for any country just imperiled by a climate disaster.
And we need a new issuance of 500 billion SDRs (USS$650 billion) or other low-interest, long-term
instruments to back a multilateral agency that accelerates private investment in the low carbon transition,
wherever it is most effective.”

The United Nations transposed the Bridgetown Initiative into the so-called SDG Stimulus to ensure the
reform of the development financing system proposed by the Bridgetown Initiative enables countries to
implement the 2030 Agenda for Sustainable Development.

The Bridgetown Initiative and the SDG Stimulus will need endorsement by the G20 later this year to
become actionable. The New Global Financial Pact Summit called by the French Government on 22-23
June 2023 saw extensive discussion around these initiatives, whilst the issues of climate investment and
adaptation of financial institutions for an increasingly imbalanced climate economy were addressed by
Kristalina Georgieva, the IMF Managing Director in her speech, where she recognize the need for ‘a more
comprehensive view when it comes to the resilience of our planet’

The outcome documents of the Summit including the Chair’s Summary, the Proposed Roadmap and the
Multilateral Development Banks vision statement commit to adequate climate financing including by
rechanneling unused SDRs through the Multilateral Development Banks, by the adoption of the Loss &
Damage funding arrangements, by long-term adaptation financing (USD 100 billion) and the dedicated
Resilience and Sustainability Trust of the IMF. However, much depends on the continued reform of
development financing to expand eligibility and on the final endorsement by the G20.

To keep the conversation going, G20 established the Independent Expert Group to produce a roadmap on
the reform of the Multilateral Development Bank. The IEG released on 30 June 2023 Volume 1 of its report
titled Strengthening Multilateral Development Banks - The Triple Agenda. Volume 2 is due by the Annual
Meetings of the Bretton Woods in Marrakesh in mid-October 2023. Despite investment in the IEG work,
G20 members continue to grant insufficient attention and importance to the proposed three pillar agenda
for the reforms of the MDBs.

Meanwhile, developing countries continue to call for adequate financing of the climate agenda in all fora
as a prerequisite for accelerated progress and avoidance of a climate catastrophe. The upcoming Climate
Ambition Summit of the UN Secretary-General alongside the 78" UNGA calls for cooperation through
action across the 3 pillars of Ambition, Credibility, Implementation, but does not provide any new ideas



on financing. While funds are critical, capacitating countries to make best use of resources is equally
important.

The plethora of climate resilience funds across SIDS regions, some of which are lacking a technical
assistance stream, makes countries’ efforts to undergo a full energy transition and adapt to climate
change highly inefficient. According to the existent inventory, many of the funds provided by financial
institutions score low on the OECD Rio-markers (Principal, Significant and Climate Components) with
around 90% labeled as containing “climate components” (lowest ranking) with little scrutiny as to what
that means and widely “green washing” financing.

The existing 99 funds labeled as climate financing are highly diverse in scope and performance criteria;
none of them provide resources of the magnitude required for countries to address the expanding climate
risks they are facing.

It is therefore important to rationalize what is categorized as financing for climate mitigation and
adaptation while enabling financing at the required level to avoid a climate catastrophe.

In response to the critical need for adequately financed climate action, the Scotia Group calls on the
World leaders at COP28 to agree on a four-tier plan:

The establishment of a global fund to complement the current Financial
Mechanism and IMF RST to allow countries to scale up mitigation efforts and complete the energy
transition by 2030. The new facility, which could be called the Global Energy Transition Fund (‘Fund’),
will collect and manage carbon taxes, a levy on oil proceeds and other sources. The Fund will include
smaller funds dedicated to complex finance, producing machinery and infrastructure, research and
development, and the building and operation of infrastructures, all in relevant industries (Energy,
Agriculture, Land Use Change and Forestry, Waste). Eligibility criteria will ensure fairness for
countries to access required funds. Simplified fund management procedures will provide equity to
corporations for “avoiding emissions” and producing technology for energy transition.

Develop tools that reduce barriers for climate finance, add value to the financial sector and reduce
bureaucratic eligibility testing and other administrative requirements through:

a. More transparent access to climate financing: ADA tools analyze status of climate investments
by donor countries and corporations, matching them to developing countries’ needs, and
propose a climate finance overhaul to annual summits for adoption.

b. More efficient and inclusive pipeline building for climate-related investments: ADA tools use
existing datasets to identify climate finance opportunities.

c. More accurate and efficient climate due diligence: ADA-driven credit scoring models that
consider specific features of countries applying can assess climate-driven borrower risk and
opportunities with greater accuracy.

d. Better designed investments to address climate risks and opportunities: ADA tools help structure
transactions with improved risk-return profiles.

e. Faster and more proactive climate finance monitoring on individual investments: Investors can
use ADA tools to reduce investee default risks by using unstructured and qualitative climate data
on evolving climate risks.

f.  Improved financial returns and climate impact of ADA-driven technical assistance: ADA-backed
technical assistance can improve the risk-return profile of climate investment opportunities.

g. Quicker response to evolving portfolio climate risks: ADA tools help measure the portfolio’s
climate-related risks and prompt appropriate risk management responses.



h. Improved tracking of emission savings and adaptation progress: ADA tools analyze project
results versus scientific evidence of GHG emissions, biodiversity loss and unrealized growth
potentials and propose revised NDCs and adaptation measures.

The potential of ADA on a climate specific market can only exist within a digitalized financial system.
The Scotia Group proposes the development of an Electronic Platform for Green Securities
(‘Platform’). This will allow buyers and sellers to interact and bid against each other to price the
coupon bonds regularly. It will also bring efficiency and data availability, whilst democratizing the
bond market. It will use technology to strengthen the marketplace, promoting confidence through
transparency, and leading to enhanced growth. The Platform will change the marketplace while
enhancing secondary market’s liquidity and achieve true market pricing, transforming the costs of
infrastructure and corporate finance of projects.

To enable the raising of funds for energy transition projects through the Platform, with focus in
Developing Countries, the Scotia Group will incorporate a registered housing entity in the Abu Dhabi
Global Market, currently under approval by the local FSRA. After incorporation, this entity will then
incorporate Special Purpose Vehicles (‘SPV’) to fund selected Climate Mitigation and Climate
Adaptation Projects in Developing Countries. These SPVs will be able to use the Platform to raise
funds locally, so that local populations can have a stake in the projects to be invested.

The Scotia Group is preparing the
implementation of the Energy Transition Acceleration Project (‘Project’), targeting to accelerate the
change from a hydrocarbon- to clean energy-based world economy. This project, prepared as the
utmost clean energy focused infrastructure to date, aims to increase considerably the global
hydrogen supply. The project shall:

a. Showcase existing, available Green Hydrogen related technologies;

b. Have the scale to allow international recognition of the transition to green, clean fuels is on due
course;

c. Beused as benchmark for other future Green Fuel projects;
d. Be of appropriate size to allow the setup of a Green Hydrogen Market;
e. Foster the formation of the first Green Hydrogen fuels trading hub in the GCC region;

f. Demonstrate the profitability of Green Hydrogen production and related green or low emission
fuel production;

g. Connect Green/low emission fuels with the first international offtake locations.

Design a New Pricing System (‘System’),
whose specific design features will be developed to reduce emissions and facilitate the energy
transition. The System could allow countries access to finance their Nationally Determined
Contributions. The Global Fund for Energy Transition could play a role in the issuance and backing of
a potential new digital currency, which the Scotia Group hopes could be designed so that it would
enjoy the backing of national and international institutions. The role of an AIDC in debt sustainability
could include a new valuation of natural assets (marine conservation in particular) that could play a
valuable role in sovereign debt management and restructuring. Such tools have not been developed
for solely commercial purposes, but rather the Group views the commercial aspect as fundamental
towards the development of a global climate economy. In the pursuit of these proposals, the Scotia
Group will explore a multi-stakeholder partnership with UNFCCC and other relevant agencies to
ensure alignment with global commitments, including the joint monitoring of emission reduction
and related financing.

In the spirit of Bretton Woods, we call for climate, energy, and finance experts to work together. The
proposals, when adopted, would galvanize trust in our institutions’ ability to deliver on climate pledges,
increase climate investment worldwide, and create a greater likelihood of achieving net-zero by 2030.





