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“ELECTRICITY IS LIFE.
WITHOUT IT, EVERYTHING

GRINDS TO A HALT

— Adapted from UNDP energy access campaign




1
B Key Research Questions

How does energy poverty
affect household welfare,
time allocation, and health?

What are its effects on firm-level
productivity, costs, and viability?

How does it shape macroeconomic
indicators such as GDP, trade
balances, and inflation?




1
B Why Energy Poverty Matters
Economically

7 million Pacific Islanders Off-grid = low productivity Constrains human capital,
lack reliable electricity + high cost + time burden enterprise, and economic
resilience



G
B Theoretical Insights

* Poverty Trap Dynamics:
lack of energy = low output 2
low income = no reinvestment 2
persistent deprivation

* Production Function Role:
energy is a critical input alongside
labor and capital

* Public Goods & Market Failure:
electrification is underprovided
due to high fixed costs and
externalities




‘I Unequal Access, Unequal Opportunity

Electricity Access Rates in Pacific Island Countries (2010-2020)
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\
B The Poverty Premium

Monthly Household Energy Expenses

Off-grid Households
Pay More for Less

» Off-grid: $13.30/month
(kerosene, batteries)

Cost (USD)

* Grid: ~§6.50/month

Off-grid (kerosene/candles) Grid-connected electricity

Source: ADB, UNDP



u
B Time, Gender, and Opportunity Cost

Time Time Cost of Traditional Fuel Collection per Household
* Up to 300 hours/year lost 300} - 500
« ~USD 500 equivalent per
household
200 400
Gender o
* Women’s unpaid labor often %
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» Electrification = labor shift to z -0 2
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enterprise 5 o
O L
) + 2009
Opportunity 1001 5
* Opportunity cost of time: 1-3 E
hours/day gathering wood,
mostly women and children 50k - 100
* Health risks: smoke inhalation,
burn injuries, poor lighting
limits evening productivity 0 0

Fiji (Kavewa Island) Typical rural PIC

Source: Clean Cooking Survey (Fiji, 2023), UNDP/ESCAP



-
B Energy Cost Structure — Why Diesel Hurts

> Diesel :81.10
> Solar PV :50.45
» Hydro :50.12

Renewables offer
lower lifecycle costs,
fewer price shocks,
and climate resilience

Decentralized solar
microgrids are ideal
for remote islands

Levelized Cost of Electricity (LCOE) in the Pacific
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u
B Macroeconomic Drain — Fuel Imports

Fuel Imports as % of GDP in Selected PICs
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Source: UN ESCAP, World Bank (Pacific Regional Energy Assessment)



Cost to Firms &
Employment

 Tariffs up to $0.99/kWh (Solomon Islands)

* High power costs = low firm survival,
deindustrialization

» Blackouts = operational disruptions =
generator reliance = higher input costs

* Constrains tourism, agri-processing, and
SME formation




I
B GDP, Digital, &
Industrial Friction

Energy Poverty - Development
Bottlenecks

* Fuel imports =5-15% of GDP; in some PICs
up to 40% of export earnings

* Energy shocks = inflation, fiscal stress, debt

 Structural drag on GDP: energy-poor
economies underutilize capital and labor




AR D R

. What can Be Done?

Pollcy Toolbox

Smart Subsidies Tariff Reform
Output-based aid, rural Lifeline blocks for low-income
connection incentives households; cost-reflective

pricing above



What Can Be Done?

Policy Toolbox

Pigouvian Levies Blended Finance

on Fossil Fuels + PPPs
Fund renewables and storage Unlock capital, mitigate

sovereign debt risks



-
B Final Takeaways

* Energy is not just infrastructure; it is
foundational to human capital and
economic competitiveness.

* Underinvestment in electrification
reinforces inequality and economic
leakage.

* Addressing energy poverty is a
precondition for inclusive growth,
climate resilience, and digital
transformation.




“No nation can
develop if half its
people are left in
the dark.”
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You!

Question & Comments
Welcome ©
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