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1 Introduction 

In recent years remarkable progress has been made in the electrification of South East 
Asian nations. But despite an astonishing electrification rate of 90 per cent throughout 
the region, enormous challenges lay ahead. Most of the progress had been made in ur-
ban areas; while leaving large rural areas still poorly connected. And the differences 
among ASEAN member states are still significant. 10–20 per cent of the population of 
South East Asia – which still sums up to 100–130 million people – do not have access to 
electricity. It is the least developed countries of the region, Myanmar, Laos, and Cambo-
dia, which are economically and socially most disadvantaged. Moreover, it is those re-
mote areas – e.g. islands, settlements in mountainous regions or ethnic minorities – that 
can be seen as the famous and always most challenging "last mile", as they are technical-
ly demanding and expensive to connect to a nation-wide grid. 

In development policy, the strong nexus between energy and other factors such as edu-
cation, health, gender, environment, economic growth, food security, and water, is well 
known and proven. Reliable and affordable access to modern energy services is critical. 
Improving the productive capacities and welfare of rural areas, eradicating poverty and 
triggering sustainable development – all are linked to energy, in particular, and increas-
ingly to electricity. However, the sole extension of centralised grids in most countries is 
too expensive to cover these isolated areas. Thus, new approaches have to be found. I.e. 
scalable renewable energy systems now offer unprecedented opportunities for practical, 
reliable, durable, and more and more affordable solutions.  

Electricity is only one part of the story. Other, mostly fossil, sources of energy remain 
important and come along with different challenges. However, electricity in one or the 
other way will be the source of the future: due to its safety, flexibility and potential for 
digitalisation.  

Against this background, the Energy Studies Institute at National University of Singapore 
(ESI) and Konrad-Adenauer-Stiftung | Regional Project Energy Security and Climate 
Change in Asia-Pacific (KAS RECAP) drafted this policy paper on improving electricity ac-
cess in South East Asia. The following findings and suggestions are based upon the re-
sults of a regional workshop, organised by ESI and KAS RECAP in April 2018 in Bangkok 
(Thailand):  

This paper focuses on two main dimensions of how to improve electricity access. 

• The political and legal framework of electricity markets 

• Financial and investment aspects of electricity access 
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Conclusions and recommendations serve as a basis for next steps, in which we aim at 
further discussing the topic with representatives of politics, administration and energy 
business in several ASEAN member states to better identify the specific national needs 
and options for action. 

 

 

2 Political and Legal Framework  

2.1 The Situation 

A review of the political and legal frameworks for energy infrastructure, set up in 
different South-East Asian countries, shows a picture far from being uniform. Dif-
ferent political systems, regulatory legacies and "philosophies", various institution-
al settings, and heterogeneous legal and administrative practices have led to an 
extremely diverse landscape of energy policy regulations. This often makes policy 
and stakeholder coordination and action time-consuming and inefficient, prohibits 
stable expectations for investments and delays the necessary transformation of 
national energy systems towards a more green and sustainable one. In general, 
governments possess insufficient governance capacities to implement and enforce 
policies. And these obstacles prevent deeper regional integration among the 
ASEAN member states, too. 

Most scientific scenarios agree that the share of electricity in the future energy mix 
will significantly increase – globally and in particular in ASEAN, where the demand 
for electricity is steadily growing in tandem with ongoing economic and population 
growth. This energy carrier – if properly used – comes along with unique character-
istics: flexibility and versatility, safety and efficiency, reduced negative health im-
pacts, and reduction of greenhouse gas emissions. These advantages will further 
expand in the context of digitalisation, virtualisation, and new storage technologies.   

However, improving electricity access has to be seen as part of a broader devel-
opment challenge. This can only be successfully addressed if cross-sectoral inter-
dependencies are taken into account: within the energy sector as a whole and with 
other fields of policy.   

In many countries, energy policy is still biased towards fossil sources, despite 
promises to reduce carbon emissions. Those policies often come along with a 
preference for centralised energy production and distribution systems. In the light 
of strengthening the resilience of power networks and due to limited funds for in-
frastructure, decentralised supply structures along with energy efficiency gains are 
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promising alternatives, which are increasingly based on renewable energies (elec-
tricity and gas).   

In building an ASEAN Economic Community (AEC), energy/electricity markets are 
one of the main pillars of further integration. Within the region and subregions, 
remarkable imbalances in energy demand and supply exist. Crossborder exchange 
would address these imbalances, by avoiding surplus investment and capacities, 
enhancing grid stability, and lowering prices. Existing initiatives, such as the ASEAN 
Power Grid (APG) or Greater Mekong Subregion (GMS), have not moved much be-
yond conceptualisation. But time is running out to avoid an external integration by 
China becoming the “Lord of the Rings”. 

Local governments and communities in most of the ASEAN countries are often the 
weakest part of the chain. Due to their weak position in the constitutional system, 
lack of planning capacities, and stripping of financial assets, their interests are of-
ten neglected by dominant interest groups at the central state level. Yet, 
decentralisation is not a means by itself. And it cannot unleash its full potential in 
driving innovation and energy security, if it is seen as a purely technical issue. “Em-
powerment” has to be understood in a much broader sense, including strengthen-
ing local political entities (principle of “ownership”) and women from the bottom 
up.  

  

2.2 Recommendations 

• The capacity of the energy-related bodies in politics, administration and other 
regulatory agencies has to be increased. 

• A deeper exchange of experiences and best practices among ASEAN member 
states is urgently needed to create a higher and equal level of expertise and 
foster mutual understanding within the region.  

• We strongly recommend to speed up the process of regional energy market 
integration as laid out in various documents by ASEAN member states, in par-
ticular during the ASEAN energy ministers meetings. 

• Only through sustainable electricity access, national development goal can be 
achieved. This is particularly important in fulfilling the Intended Nationally De-
termined (INDCs) goals, agreed in the COP21 Paris Agreement of 2015.  

• National energy policies have to be formulated holistically by comprehensively 
taking the relationship between energy and other sectoral policies into account. 

• To enable smooth and effective coordination amongst different governmental 
bodies, a top-level committee (or similar) is necessary to mainstream energy 
policymaking. 
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• Awareness of policymakers towards an integrated few on energy transfor-
mation and climate change has to be increased. 

• Various stakeholders, in particular, those at the local level, have to be integrat-
ed into the national policy-making process? 

  

 

 

3 Financing Investment 

3.1  The Situation 

It is estimated that around 100 trillion USD have to be spent in the next 15 years 
on the low-carbon transition of global energy systems. The International Energy 
Agency has estimated that ASEAN needs to deploy 354 gigawatts (GW) of addition-
al capacity for power generation by 2040 which would require investments of 
US$618 billion in the generation and US$690 billion in the transmission and distri-
bution sectors. Against this backdrop, only joint efforts of public and private 
investment will be able to achieve the ambitious goal of providing comprehensive 
access to energy, and to electricity in particular – not to talk about the need for 
massive investments into decarbonising the current system in fulfilling the prom-
ises of the INDC/COP21.  

The various institutional landscapes of energy policy are reflected in a rather in-
transparent and less coordinated fiscal and funding strategy, driven by vested in-
terests and a lack of strategic coordination in (public) spending. Substantial funds 
from international partners and donor agencies have not been optimally used in 
facilitating rural electrification so far. 

National electricity markets are under tremendous pressure to extend coverage of 
supply and to meet rapidly increasing demands. At the same time, domestic mo-
nopolists (state or quasi-state) are facing growing competition from inside and 
abroad. Foreign investors, in particular from China, are actively trying to increase 
their shares in domestic energy companies and become dominant players in 
ASEAN energy markets. Global green financing (i.e. GCF) has not contributed to the 
expansion of ASEAN power grids to any substantial degree.   

But distortions of domestic markets and pricing mechanism also come from in-
cumbent subsidisation schemes, which rather serve social policy ends than con-
tributing to an accelerated energy transformation. Projects with considerable so-
cial benefits are often considered as economically not viable or unsustainable.  
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It is private small and medium enterprises which face the most significant obsta-
cles in entering local electricity markets, in particular in the field of renewables. 
Lack of access to domestic and international capital, high premiums, unfavourable 
pricing models and incomprehensive legal frameworks make competing estab-
lished markets almost impossible. New business models in the energy sector have 
to be created. Domestic entrepreneurs often lack technical, financial (“bankability”) 
and management capacities. The energy transformation process has to be 
understood as a unique opportunity for cross-sectoral innovation.  

  

3.2 Recommendations 

• The region could profit from faster progress made in the global finance indus-
try in regard to the standardisation of specific investments product, i.e. green 
bonds.  

• Private solutions providers in production, transmission and distribution play on 
an equal playing field with state-governed/funded enterprises.  

• Market reforms aim at lowering the threshold for market entry, in particular for 
small and medium enterprises (SMEs).  

• Existing mechanisms have to be reformed to ensure effective use of official de-
velopment assistance for energy development. 

  

  



6 
 

4 Sources and Literature 

ASEAN Center for Energy. (2015). ASEAN PLAN OF ACTION FOR ENERGY 
COOPERATION (APAEC) 2016-2025 – ASEAN Centre for Energy: Phase I 2016-2025. 
ASEAN Center for Energy, Jakarta. 

Finenko, A., Owen, A., & Tao, J. (2017). Power Interconnection in the ASEAN Region: 
Lessons Learnt from International Experience.  

International Energy Agency (IEA). (2017). Southeast Asia Energy Outlook World 
Energy Outlook Special Report. Paris: International Energy Agency. 

International Energy Agency IEA. (2030). Special Report: Energy Access Outlook 
2017: From Poverty to Prosperity. 

Kimura, S., & Phoumin, H. (2018). Technical Improvement Report on Energy 
Outlook and Energy Saving Potential in East Asia - Research: ERIA. Jakarta: 
Economic Research Institute for ASEAN and East Asia ERIA. 

Renner, M., Parajuli, B., Franceschini, B., Lozo, S., Jungmin Lee, J., Strinati, C., et al. 
(2018). Renewable Energy Market Analysis: Southeast Asia. Abu Dhabi: IRENA. 

United Nations. (2018). A Framework for Action Complementarities between the 
ASEAN Community Vision 2025 and the United Nations 2030 Agenda for 
Sustainable Development. A Framework for Action. 

Wu, Y. (2016). Electricity Market Integration in ASEAN: Institutional and Political 
Barriers and Opportunities Chapter 4 Electricity Market Integration in ASEAN: 
Institutional and Political Barriers and Opportunities. 2015-16. 

 

  



7 
 

5 The Authors 

Dr Peter HEFELE 

Director Regional Project Energy security and Climate change Asia-Pacific (RECAP) 

Konrad-Adenauer-Stiftung e.V. 

Unit 3712, 37/F, Tower 1, Lippo Centre, 89 Queensway 

Hong Kong SAR, PR China 

Tel: +852-2882 2245 | Fax: +852-2882 8515 | Mail: peter.hefele@kas.de 

Web: www.kas.de/recap | Facebook: KAS.RECAP | Twitter: twitter.com/RecapAsia 

 

Professor Anthony (Tony) D OWEN 

Principal Fellow, Head of Energy Economics Division, Energy Studies Institute 

National University of Singapore 

29 Heng Mui Keng Terrace, Block A #10-01, Singapore 119620 

Tel: +65-66012006 | Mail: esiadow@nus.edu |Web: www.esi.nus.edu.sg 

  

http://www.esi.nus.edu.sg/


8 
 

 

  



9 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Copyright © 2018 Konrad-Adenauer-Stiftung | Regional Project Energy Security and Climate Change 
Asia-Pacific (RECAP) and Energy Studies Institute 

The views and opinions expressed in this publication are those of the author(s) and do not necessari-
ly represent or reflect the views of Konrad-Adenauer-Stiftung or Energy Studies Institute. 

 

 

 

All parts of the publication are licensed under the terms of the “Creative Commons Attribution – 
NonCommercial-ShareAlike 4.0 International Licence” (CC BY-NC-SA 4.0), available at: 
https://creativecommons.org/licenses/by-nc-sa/4.0/ 

The publication can be reproduced for non-profit and educational purposes, provided prior written 
permission is obtained from RECAP, the content is not modified without permission from the au-
thor(s), and due credit is given to the author(s) and RECAP.  

Contact: Ms. Lulu Sheng (recap@kas.de) 

The publication was funded by the Federal Ministry of Economic Cooperation of the Federal Republic 
of Germany (BMZ). 



  

 
 
 

 

 
 
 
 


	18-10-26 Title ESI RECAP policy paper electricity
	Policy Recommendations
	Unlocking the Door  towards Development
	Improving Access to Electricity  in South East Asia

	18-05-31 Draft Policy paper ESI electricity access FINAL
	1 Introduction
	2 Political and Legal Framework
	2.1 The Situation
	2.2 Recommendations

	3 Financing Investment
	3.1  The Situation
	3.2 Recommendations

	4 Sources and Literature
	5 The Authors

	18-09-13 Back ESI RECAP policy paper electricity

