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About

The Global Finance & Technology Network (GFTN) (formerly known as Elevandi) is a not-
for-profit organisation established by the Monetary Authority of Singapore (MAS) in
2024 to harness technology and foster innovation for more efficient, resilient, and
inclusive financial ecosystems through global partnerships. GFTN organises convening
forums, offers advisory services on innovation ecosystems, provides access to
transformative digital platforms, and invests in technology startups with the potential
for growth and positive social impact through its venture fund.

For more information, visit www.gftn.co

IIM Alumni Singapore is a registered society that represents the largest Indian Institute
of Management (IIM) alumni community outside India, representing a 3,000-strong
professional diaspora.

Committed to leveraging its members’ expertise, the association fosters meaningful
dialogue and impactful initiatives aimed at addressing global challenges. IIM Alumni
Singapore hosts the prestigious IIMPACT series — an inclusive, global networking
platform reaching beyond Singapore. More recently, in partnership with GFTN, IIM
Alumni Singapore has curated the INSpire Forum - a distinctive initiative under the
umbrella Singapore Fintech Festival. Through the collective efforts of its members, the
association continues to drive positive change across various sectors, including
sustainable development, policy innovation,and business leadership.

For moreinformation, visit www.iimalumni.sg
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Executive
Summary

The Global South stands at a pivotal juncture in its journey
towards achieving net-zero emissions, navigating a complex
energy transition fraught with challenges yet ripe with
opportunities. The diverse energy landscapes and economic
realities across the Global South necessitate region-specific
approaches. Simultaneously, the region faces the dual
challenge of meeting the energy demands of rapidly growing
populations while reducing reliance on carbon-intensive
energy sources. With fossil fuels contributing significantly to
the energy mix in regions like Asia Pacific, transitioning to
renewable energy requires overcoming systemic constraints
ininfrastructure, finance, and institutional capacity.

In November 2024, a roundtable of policymakers, investors,
and industry leaders was convened at the Singapore Fintech
Festival to explore pathways for countries in the Global South
to achieve a just energy transition. The discussion centred on
balancing economic development, and energy security while
advancing clean energy adoption.

This white paper examines these multifaceted dimensions,
focusing on the unique socio-economic realities of the Global
South and the tailored strategies required to ensure a just
and sustainable shift towards clean energy.

1. Financial Gap: An estimated $1.1 trillion in annual
investment is needed for Asia's emerging markets
to meet climate and energy goals, yet current
funding falls significantly short. Employing diverse
financing tools, including blended finance and
mobilising domestic capital, is crucial to attract
investment and address this significant funding

gap.

2. Sustainability Reporting: Transparent and
accountable reporting is vital to mobilize funding
and align stakeholders. Tailored frameworks, like
India's Business Responsibility and Sustainability
Reporting (BRSR), exemplify how global standards
can be adapted to local contexts. Implementing
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contextualized sustainability reporting ensures
transparency and alignment with global
benchmarks while addressing local socio-economic
realities.

3. Policy Coherence: Aligning policies across energy,
finance, and social welfare ministries is vital for a
successful transition. Recalibrating subsidies away
from fossil fuels to renewable energy, integrating
private sector finance, and fostering inclusive
financial models are critical steps to create a
predictable and supportive regulatory environment.

4. Just Transition: Social equity is paramount. While
renewable energy could generate 40 million jobs
globally by 2050, transitioning away from carbon-
intensive industries poses significant risks for
vulnerable communities. Strategies must integrate
green job creation, reskilling initiatives, and financial
support for affected workers to ensure an inclusive
transition.

5. Global Partnerships: Collaboration among
multilateral institutions, governments, and the
private sector is essential. These partnerships can
provide the financing, technical expertise, and
capacity building needed to navigate the energy
transition effectively. Strengthening public-private
collaborations can help share risks and pool
resourcesforlarge-scale projects.

This white paper underscores that the energy transition in
the Global South is not merely a challenge but an opportunity
to redefine development paradigms. By embracing
innovative financing, fostering global-local collaborations,
and prioritizing social equity, the Global South can pave the
way for a sustainable, inclusive,and resilient net-zero future.

.




Introduction

The global energy transition, aimed at shifting from fossil
fuelsto cleaner, renewable energy sources, is a critical step in
addressing climate change. For the Global South, however,
thistransition iscomplex, presenting both unique challenges
and opportunities. Home to some of the world's fastest-
growing populations and economies, these regions bear a
disproportionate burden of climate change impacts,
including extreme weather events, rising sea levels, and food
insecurity. Nearly 70% of Asia-Pacific's population resides in
areas highly susceptible to increasing sea levels and the
region has experienced 6 natural disasters a year on average,
over the last 30 years, underscoring the region's climate

vulnerability (United Nations Development Programme, 2023).

systemic constraints in infrastructure, financial resources,

and institutional capacity.

The financial challenge is particularly pressing. Asia's
emerging markets and developing economies will require an
estimated $1.1 trillion in annual investment to achieve its
climate and energy goals, but current funding levels fall far
short of this target, at just $333 billion (Basu & Lim, 2024).
Bridging this gap demands innovative financing models that
mobilize both public and private capital. Sustainability
reporting standards are equally critical in guiding and
measuring progress towards these goals. They enable
transparency, comparability, and accountability, aligning
stakeholders and ensuring the integrity of transition efforts.
However, these standards must be adapted to local contexts
to address the unique challenges and opportunities of the
Global South.

Figure 1: Energy Supply by Source, Asia Pacific, 2022
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At the same time, the Global South faces a dual imperative:
meeting the energy demands of its growing populations and
fueling economic growth while reducing reliance on carbon-
intensive energy sources. In the Asia Pacific region, for
instance, coal, oil and natural gas account for over 80% of the
energy mix (International Energy Agency, n.d.), reflecting the
scale of the challenge. Yet as global climate goals become
more urgent, countries in the Global South are increasingly

called upon to accelerate their energy transitions, despite
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The social impacts of the energy transition are also profound,
with the concept of a just transition emerging as a guiding
principle. Beyond environmental objectives, a just transition
prioritizes social equity, ensuring that the shift to a low-
carbon future does not exacerbate inequality or marginalize
vulnerable communities. While renewable energy sectors
could generate an estimated 40 million jobs globally by 2050
(Ferroukhietal., 2020), millions of workers in carbon-intensive

industries, such as coal mining and fossil fuel-based

Figure 2: Global jobs in renewable energy (2017 and 2050)
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manufacturing, are at risk of losing their livelihoods. Green job
creation, skills development, and adaptation measures must
therefore be integral components of energy transition

strategiesto protect vulnerable commmunities.

Global partnerships are essential to realizing this journey.
Multilateral institutions, private sector actors, and national
governments must work together to provide financing,
technical expertise, and capacity building. By combining
local insights with international support, the Global South
can establish a roadmap that balances decarbonization with

sustainable development.

Against this backdrop, the Global South could redefine the
energy transition paradigm. The traditional linear model,
where fossil fuels serve as the foundation for economic
growth, can give way to innovative pathways that leverage
technological advancements and foster a symbiotic
relationship between energy systems and economic priorities.
Tailored strategies for a just transition in this context not only
address environmental sustainability but also ensure inclusive

growth andresilience for allsegments of society.

What makes the
Global South
unique?

The energy transition in the Global South is distinct, driven by
a unique set of challenges and opportunities that demand
nuanced, region-specific solutions. The term "Global South"
encompasses a diverse range of countries with varying
economic structures, energy needs, and resource
endowments. Consequently, the path toasustainable energy
is not one-size-fits-all but

future requires careful

consideration of local contexts.

Diverse Energy Landscapes

The Global South is not a monolithic entity, and its energy
transition will not follow a uniform trajectory. Different
regions face different challenges and opportunities based on

theirenergyresource endowments &existing infrastructure.

China, the world's largest emitter, is confronted with
balancing the intermittency of renewable energy through
the continued operation of coal plants in remote areas
(Thibault, 2024). This highlights the complexities of
transitioning from a fossil fuel-based system to a cleaner one
while maintaining grid stability. In contrast, India's approach
illustrates a different model altogether. With much of the

rural population lacking access to reliable electricity, off-grid
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renewable energy solutions have emerged as a cost-effective
means of addressing energy poverty (O'Loughlin, 2022),
providing much-needed power to underserved areas where

traditional transmission networks remain underdeveloped.

These examples underscore the need for region-specific
planning that addresses the diverse energy needs of the
Global South. A "one-size-fits-all" model will fail to consider
local economic conditions, technological capabilities, and

social requirements.

Diverse Economic Realities

In archipelagic nations, such as the Philippines or Indonesia,
the energy transition presents unique challenges due to
geographic fragmentation—extending grid infrastructure to
remote islands is both financially and logistically daunting. In
these contexts, financing solutions must prioritize
decentralized, off-grid renewable energy systems that can
ensure energy accessin remote areas while also reducing the
dependency on fossil fuels. On the other hand, countries like
Pakistan face different challenges—the cost of electricity is
not aligned with market pricing due to long-standing
subsidies, which now poses high-costs to consumers if
removed (Hussain, 2023). This distorts the energy market and
hinders investments in clean energy infrastructure. In such
situations, financing solutions must go beyond traditional
project funding to include efforts aimed at reforming the

pricing structure & addressing the root causes of circular debt.

A Fairer Approach to Carbon
Emissions

Many developing countries in the Global South bear the
brunt of climate impacts, yet their historical contribution to
global emissions remains relatively low. This discrepancy
highlights the need for a shift in the way carbon emissions are
measured. Traditionally, emissions have been accounted for
at the point of production, but this method fails to consider
the consumption-driven emissions from wealthier nations,
many of which have outsourced manufacturing to the Global
South. Developed nations must not shirk their responsibility
for these outsourced emissions, as their demand for goods
from developing countries contributes significantly to global

emissions.

Additionally, measuring emissions on a per capita basis
provides a clearer view of the disparities in energy usage and
emissions across nations. Wealthier countries, with their
higher consumption rates, must lead by example in reducing
their carbon footprints. At the same time, this focus on equity
does not excuse unchecked emissions growth in developing
countries. Instead, it should emphasize the importance of
establishing fair and equitable baselines that allow for

sustainable growth while addressing climate goals.
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Bankability of Large-Scale
Investments

Across the board, emerging markets have demonstrated
leadership in financing renewable energy, often using
innovative mechanisms like blended finance to subsidize
early transitions despite higher upfront costs. The cost of
renewable energy has plummeted, making it increasingly
viable as a long-term business investment. To accelerate the
transition, however, the financing narrative must shift from
one focused solely on "climate responsibility" to one of
'common-sense business." Projects with clear, measurable
economic returns—whether in terms of job creation, energy

access, or cost savings—are essential for attracting capital.

Furthermore, addressing perceived risks through robust
data, transparent governance, and targeted de-risking
mechanisms can unlock significant investment potential.
While emerging markets present risks such as political
instability or fluctuating currencies, these challenges can be
mitigated with proper planning and financial instruments. By
focusing on pragmatic, bankable projects that local financial
institutions can support, the Global South can play a pivotal

roleinthe globalenergytransition.

Financing the
Transition

Developing countries face a significant financial shortfall in
their energy transitions, requiring $2 trillion annually by 2030-
five times current investment levels (Ananthakrishnan, et al,,
2023). While public funds remain critical, private capital must
contribute the majority, accounting for 80% of climate
investment in emerging markets and up to 90% when China
isexcluded (Ananthakrishnan, etal.,2023).

Mobilizing private capital is not without hurdles. Political
instability, weak governance, and insufficient regulatory
frameworks often deter international investors, who perceive
developing economies as high-risk. Challenges such as
bureaucratic red tape, unclear repatriation processes, & low
credit ratings exacerbate these concerns, further restricting

the flow of investmentinto large-scale energy projects.

Innovative Financing Models

Blended finance is emerging as a key tool to bridge this gap.
By sharing risks between public and private sectors,
investments are enabled that would otherwise be deemed
too risky. For example, the Climate Investment Funds (CIF)
have successfully mobilized private capital for renewable
energy projects in countries like Vietnam and Indonesia,
leveraging multilateral development bank (MDB) financing,
technical expertise and guarantees to unlock private
investment (Climate Investment Funds, n.d.; Rakhmadi &
Sudirman, n.d.). Another example is the Asian Development
Bank's (ADB), ASEAN Catalytic Green Finance Facility (ACGF)
Green Finance Catalyzing Facility, which has been
instrumental in de-risking investments for solar and wind
projects in Southeast Asia, allocating approximately 50% of
the initially pledged $1.9 billion to eligible projects by end-

2023 (Asian Development Bank, 2024a).

Policy and Governance Reforms

Clear and predictable policy frameworks are essential for
attracting investment. Countries like India have demonstrated
the value of coherent policies, where initiatives such as solar
auctions and tax incentives have driven renewable energy
costs down to $0.02 per kilowatt-hour (Pyper, 2021). This is
supported by domestic manufacturing incentives for solar
modules (Pyper, 2021). Carbon shadow pricing frameworks
and carbon tax policies can also guide investment decisions.
For instance, Singapore has introduced a carbon tax to

incentivize businesses to adopt cleaner technologies, with

Figure 3: Current and estimated share of private climate finance is total

climate investments needed to reach net zero emissions by 2050
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the revenue to be used to cushion the impact on households
and businesses (National Climate Change Secretariat

Singapore, n.d.).

In addition to regulatory clarity, strengthening governance
and deepening capital markets can reduce borrowing costs.
Indonesia, for example, has issued green sukuk (Islamic
bonds) to fund energy infrastructure, raising over $5 billion
since 2018 (Winosa, 2022; Ministry of Finance Republic of
Indonesia, 2022) while showcasing how innovative financial

instrumentscan attract domesticand international investors.

Leveraging Domestic Capital

Mobilizing local capital is critical for creating a sustainable
funding ecosystem. Domestic savings, often overlooked, hold
vast potential for financing energy projects. Households and
individuals contribute, on average, only 30% of private climate
finance (Pathak,2024).

In India, the State Bank of India's (SBI) green bond program
has raised significant funds to support renewable energy
projects, demonstrating how local financial institutions can
play a pivotal role.In 2018, SBlissued itsinaugural green bond,
raising $650 million (Climate Bonds Initiative, 2018), and
subsequently issued $250 million in senior, unsecured, green
floating rate notesin 2023 (Construction World, 2024).

Aggregating smaller projects into scalable portfolios can also
attract institutional investors. In the Philippines, solar energy
companies have bundled rooftop solar projects to secure
funding through portfolio financing for off-takers (Asian
Development Bank, 2024b), showcasing how project

aggregation can lowerinvestment risks and unlock funding.

Disincentivizing Fossil Fuels

Transitioning to clean energy also requires phasing out fossil
fuels responsibly. Yet, mechanisms to achieve this remain

underdeveloped. The ADB's Energy Transition Mechanism is

addressing this gap, with initial successes seen in Indonesia
and Philippines to incentivize early retirement and
repurposing of coal power plants (Lawder, 2022; Climate
Investment Funds, 2024). Transparency measures, such as
mandatory climate risk disclosures, will also facilitate this
process, by preventing “brown financing” from being
disguised as green financing and ensuring accountability in

financial flows.

The Role of Multilateral Development
Banks

MDBs are uniquely positioned to close the financing gap.
Their ability to blend public funds with private investment
allows them to support large-scale projects that align with
long-term sustainability goals. For example, the South Asia
Subregional Economic Cooperation (SASEC) Power System
Expansion Project in Nepal, funded by the ADB (South Asia
Subregional Economic Cooperation, n.d.), will improve cross-
border energy trade while expanding renewable energy
access domestically. By de-risking investments and
facilitating cross-sector partnerships, MDBs ensure that

financial flows align with the urgency of climate action.

The Path Forward

Ultimately, financing the energy transition will require a
coordinated approach that combines innovative financing
mechanisms, strategic policy reforms, and strengthened
governance. By leveraging tools such as blended finance,
domestic capital mobilization, and clear carbon pricing
policies, the Global South can attract the investment needed
to meet its energy goals. Collaboration among multilateral
institutions, national governments, and private investors will
be essential to overcoming systemic barriers, ensuring
financial flows support sustainable development and
inclusive growth.

Figure 4: Sources of Private Climate Finance (USD bn) - 2021/2022 Annual Average

Commerial Fls
Corporations
households/Individuals
Institutional Investors

| 6.3

Funds | 6.2

Source: Pathak, 2024

© 2025 GFTN Limited, All Rights Reserved. Reproduction Prohibited.

235.0
| 192.2

I 184.5



Accelerating
Private Sector
Participation

The private sector is a cornerstone of the net-zero transition,
with its ability to drive innovation, investment, and large-
scale implementation of sustainable practices. In emerging
economies, where micro, small, and medium enterprises
(MSMEs) and the informal economy account for a significant
portion of economic activity, engaging private enterprises,
both large and small is essential to achieving climate goals.
However, realizing this potential requires moving beyond
pledges to actionable, accountable strategies and creating a

supportive ecosystem thatencourages participation.

Integrating Net-Zero Goals into
Business Strategies

For private sector actors to meaningfully contribute to the
net-zero transition, setting science-based targets is
paramount. These targets, aligned with global climate
benchmarks, must be embedded within operational and
investment strategies. Companies need to transition from
long-term pledges to short-term, accountable plans with
interim goals that are measurable and enforceable. For
example, the Science Based Targets initiative (SBTi) has
gained traction across Asia, with over 1200 businesses
aligning with the Paris Agreement through sector-specific
decarbonisation pathways by end-2023 (Science Based
TargetsInitiative, 2024).

In addition, challenges persist in terms of financing capacity
and goal alignments for company leaderships, especially in
those cases that will require significant time to drive net-zero

trajectories. Glasgow Financial Alliance for Net Zero (GFANZ)

recommends the use of forward-looking assessments by
financial institutions to evaluate the potential of companies
to decarbonize (Glasgow Financial Alliance for Net Zero,
2024). These assessments allow for financing mechanisms
that prioritize investments in companies demonstrating a
clear commitment to sustainable practices, even if their

currentemissions profilesare high.

Engaging MSMEs in the Transition

MSMEs represent the backbone of the Global South's
economy, particularly in Asia, where they contribute 69% to
the national labour force and 41% on average, to each
country's GDP (UN Economic and Social Commission for Asia
and the Pacific, n.d.). Their inclusion in the net-zero transition
is not only a necessity but also an opportunity for developing
countries to leapfrog their developed counterparts by

fostering innovation at the grassroots level.

Ant International provides a compelling example of how
digital
International has created the MSME Sustainability Impact

platforms can enable MSME participation. Ant

Scorecard, which automatically collects key data from
business processes and digital wallets to validate MSME
(ESG)

credentials (Asian Banking and Finance, 2024). This allows

environmental, sustainability and governance

MSMEs to enhance their credibility and gain access to
impact-focused investors. This approach incentivizes smaller
businesses to adopt green practices, ensuring their
contributions to the energy transition are measurable and

impactful.

Furthermore, targeted capacity-building initiatives and
access to affordable financing are essential to overcoming
the barriers MSMEs face, such as limited resources and
India's MSME GIFT

institutional

technical expertise. Programs like
Scheme, which provides financing at
concessional rates to MSMEs transitioning to renewable

energy, showcase the potential for scaling these efforts

Figure 5: SMEs Contribution to Economic Activity
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across the region (Small Industries Development Bank of
India, n.d.).

Creating a Supportive Ecosystem

The private sector cannot act in isolation. Governments and
financial institutions must create an enabling environment
by fostering public-private partnerships, incentivising
innovation, and reducing barriers to entry for sustainable
instance, Vietnam's National
(VNEEP)

corporations and MSMEs, offering a comprehensive

investments. For Energy

Efficiency Program has engaged both large
approach to energy conservation, encompassing technical
support, technology transfer,and training to enhance energy
efficiency and conservation efforts (Department of Energy

Efficiency Sustainable Development, 2018).

Risks arising due to regulatory uncertainty, currency
fluctuations, and political instability can be mitigated via
partnerships with state-backed entities and large local
conglomerates. These collaborations help investors ensure
alignment with public policy and access to incentives, by
leveraging local expertise, regulatory influence and market
access. For example, global investment firm Actis invested
$600 million in the Terra Solar Project via a strategic
partnership with the Manila Electric Company (Actis, 2024).
By combining Actis' financial and operational expertise with
local stakeholders' on-ground knowledge and government
backing, the project will add 3500 megawatts of photovoltaic
capacity (Reuters,2024).

Multilateral institutions and regional development banks
also playakeyroleinaccelerating private sector participation.
Through initiatives like the ADB's Clean Technology Fund
(CTF), financial support is provided to private sector-led
projects that advance low-carbon technologies, ensuring
scalability and sustainability. Specifically, one of the key
mechanisms is the Dedicated Private Sector Programs
(DPSP), which focuses on financing high-impact, large-scale
private sector projects in clean technology (Climate Funds
Update,n.d.).

The Path Forward

To accelerate private sector participation, stakeholders must
focusonintegrating measurable climate goalsinto corporate
strategies, scaling up support for MSMEs, and creating policy
frameworks that reward sustainable practices. The private
sector'sability toinnovate, adapt, and invest at scale positions
it as a critical driver of the Global South's journey to net zero.
By fostering private-public collaboration and leveraging
digital tools, developing countries can unlock the full
potential of their private enterprises, ensuring a transition

thatisinclusive ofalleconomic players.
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Sustainability
Reporting as an
Enabler

Sustainability reporting is vital for the energy transition,
offering the transparency and accountability needed to
mobilize funding and align stakeholders. By adhering to
reporting standards, companies can disclose climate-related
risks and opportunities in a reliable and comparable manner,
fostering investor confidence and enabling better decision-
making (Council on Energy, Environment and Water, 2024).
However, whilst KPMG's 2022 survey indicates that 96% of the
largest 250 companies globally reported some sustainability
information, technical assistance will be required for
extending this to SMEs, particularly in developing countries
(UN Trade and Development, n.d.). The International
Sustainability Standards Board (ISSB) provides a global
baseline for reporting, but the Global South faces unique
challengesinadoption due to limited resources and the need

for frameworks tailored to local socio-economic realities.

Challenges in Adopting Global
Standards
For the Global South, the challenge is not just adoption of

risks. Global

frameworks often fail to reflect the unique socio-economic

clean energy but adaptation to climate

realities of developing countries. Inadequate recognition of
the just transition dilemma, balancing decarbonisation with
equitable economic development further complicates

adoption.

India provides a leading example of how sustainability
reporting can be adapted tolocal contexts. The Securitiesand
Exchange Board of India (SEBI) introduced the Business
(BRSR)

framework, mandating that the top 1,000 listed companies

Responsibility and Sustainability Reporting

disclose their environmental, social, and governance (ESG)
impacts (Council on Energy, Environment and Water, 2024).
The BRSR emphasizes metrics that align with global
standards while addressing National Guidelines on
Responsible Business Conduct. However, even though
companies in India have made significant strides in ESG
reporting, inconsistencies in data quality persist, which limits

comparability (Sharma, 2024).
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Figure 6: Global sustainability reporting rates (1993-2022)
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Transition Taxonomies for Targeted
Investment

Transition taxonomies offer a structured approach to guide
investments by setting clear criteria for emission reductions.
These frameworks are particularly useful in hard-to-abate
sectors such as steel, chemicals, and cement, which are
significant contributors to emissions in the Global South.
China's Green Industry Catalogue serves as an example,
defining eligible green projects and activities, which enables
financial institutions and investors to channel funding
towards transparent, credible and effective initiatives

(Interesse, 2024).

But, for such taxonomies to benefit the broader Global South,

they must integrate region-specific challenges and

opportunities, ensuring that hard-to-abate sectors can
access the capital needed to transition without jeopardizing

economic development.

Improving Climate-Related Data

Access to reliable climate data is critical for informed
investment decisions. Current gaps in data availability and
quality hinder the flow of capital to energy transition projects.
Digital tools and platforms are emerging as effective
solutions, such as Ant International's MSME Sustainability
Impact Scorecard, which enables SMEs, to measure their
sustainability performance, facilitating access to preferential
financing and market opportunities (Asian Banking and

Finance,2024).
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Investing in regional and national climate data infrastructure
can amplify these efforts. Governments and MDBs can
collaborate to ensure that climate-related data is accessible,
accurate, and actionable, providing a foundation for

investment and policy decisions.

The Path Forward

To unlock the potential of sustainability reporting as an
enabler of the net-zero transition, stakeholders in the Global
South must prioritize mandating contextualized reporting
standards that integrate global frameworks like the ISSB
while tailoring them to local economic and social realities.
Additionally, transition taxonomies must be developed to
guide investments in critical sectors, ensuring they address
the constraints faced by developing economies while
enabling targeted decarbonization efforts. Finally, public and
private actors must invest in climate data infrastructure to
enhance the availability and quality of information, enabling

better decision-making and more effective resource

allocation acrossthe energy transition.




Policy Coherence
and the Just
Transition

Achieving a just transition in the Global South requires a
holistic approach that aligns environmental goals with
economic and social priorities. However, incoherent policies
often create conflicting signals, impeding progress.
Ministries responsible for energy, environment, and finance
frequently operate in silos, pursuing fragmented goals that
simultaneously support coal while promoting renewables.
Resolving these conflicts and fostering policy coherence is
essential to unlocking the full potential of the energy

transition.

Aligning Policy Goals

Subsidy structures in many developing countries remain
misaligned, disproportionately favoring fossil fuels over
renewable energy. For example, Indonesia has spent up to
$12 billion annually on fuel subsidies (Riyadi, 2024), while its
investments in renewable energy fall short, attracting just
$1.5 billion renewable energy investment in 2023 (Yustika,
2024). Addressing this imbalance requires a recalibration of

subsidiestoincentivize clean energy adoption.

Integrating private sector into national energy transition
plans is another critical step. Governments must create clear
and predictable policy environments that attract private
capital while reducing risks. Vietnam's National Energy
Efficiency Program (VNEEP) provides a successful example,
combining technical assistance, training programs and
technology transfer, to align private investment with national
energy goals (Department of Energy Efficiency Sustainable

Development, 2018).

The Political Economy of Transition

Transitioning from coal presents significant social and
political challenges, particularly in coal-dependent regions.
Joblossesinthe coal sector cantrigger widespread economic
and social disruption, making it vital to prioritize reskilling
programs for affected workers. In Indonesia, the Just Energy
Transition Partnership (JETP) mobilized $20 billion in funding
from a coalition of public and private sources to phase out

coal and invest in renewable energy infrastructure (Chipman
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Koty,2023). The planalso emphasizes supporting the affected
communities to adapt to these changes by investing in

developinglocaltechnological capacity.

Inclusive financial models are equally important. MSMEs,
which form the backbone of many economies in Asia, must
be integrated into the energy transition through affordable
financing and capacity-building initiatives. India's MSME GIFT
Scheme offers a template for providing targeted support to
MSMEs, enabling them to adopt greener practices without
compromising their financial viability (Small Industries

Development Bankof India, n.d.).

Realising the Co-Benefits of Green
Technologies

The transition to renewable energy offers significant co-
benefits that extend beyond emissions reduction. Green
technologies can improve public health, enhance
productivity, and build resilience against climate risks. For
instance, solar-powered water pumps in Bangladesh have
not only reduced reliance on diesel but also increased
agricultural productivity by providing a reliable irrigation
source, contributing to food security and income stability

(Bhaduri,2024).

Reskilling initiatives and inclusive policies are essential to
ensure that vulnerable populations, including coal-
dependent workers and MSMEs, benefit from these
advancements. Programs like the Philippines' Green Jobs
Act, which offers tax incentives for businesses providing
green skills training, underscore the importance of linking
workforce development with the broader goals of the energy
(“PHILIPPINE GREEN JOBS ACT OF 2016

(REPUBLIC ACT10771)," n.d.).

transition

The Path Forward

Policy coherence is the foundation for a successful and just
energy transition. Governments must adopt a whole-of-
government approach, ensuring that policies across
ministries are aligned and mutually reinforcing. Recalibra-
ting subsidies, integrating private sector finance, and
fostering inclusive financial models are critical to bridging the
gap between ambition and action. Equally important is the
recognition of the socio-economic dimensions of the
transition. Reskilling programs and targeted financial
support are necessary to mitigate the impacts on vulnerable
communities while realizing the co-benefits of green

technologies.
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Recommendations

To successfully finance the energy transition in the Global
South, a coordinated and multifaceted approach is essential.
This approach should combine innovative financing
mechanisms, strategic policy reforms, and strengthened
governance to overcome the barriers to sustainable

developmentand inclusive growth.

1. Innovative Financing Mechanisms:

The Global South must leverage a diverse range of
financing tools to attract investment for the energy
transition. Blended finance, which combines
concessional finance with private sector capital, can
be crucial in subsidizing early-stage projects and
mitigating risks for investors. Mobilizing domestic
capitalisequally important, asit reduces reliance on
foreign funding and helps insulate countries from
currency risks. Governments and MDBs should
focus on local

incentivizing banks to support

climate-focused projects by providing risk
mitigation tools and financing options tailored to

theregion'sunigue economicrealities.

2. Strengthening Private Sector Participation:

The private sector is a critical enabler of the energy
transition. To accelerate private sector involvement,
stakeholders must integrate measurable climate
goals into corporate strategies, ensuring that
businesses are held accountable for their
contributions to the net-zero transition. Support for
MSMEs is also essential, as is facilitating partner-
ships with established local conglomerates and
state-backed enterprises. Governments should
establish policy frameworks that reward sustainable
business practices, and foster partnerships between
the publicand private sectorsto share risks and pool

resources for large-scale infrastructure projects.

3. Leveraging Digital Tools and Climate Data:

To maximize the efficiency and impact of
investments, governments and private sector
stakeholders must invest in digital tools and climate
data infrastructure. Transition taxonomies must be
developed for the Global South context, to guide
investment in key sectors, providing clarity on how
different projects align with decarbonization goals
and ensuring they are feasible within the

constraints of developing economies.

© 2025 GFTN Limited, All Rights Reserved. Reproduction Prohibited.

Policy Coherence and a Just Transition:

A successful and equitable energy transition
requires policy coherence across governments.
Ministries must collaborate to ensure that policiesin
energy, finance, and social welfare are aligned and
mutually reinforcing. Governments should
recalibrate fossil fuel subsidies to reflect true energy
costs, integrating private sector finance to bridge
the gap between ambition & execution. At the same
time, governments must focus on social equity,
providing targeted financial support and reskilling
programs to vulnerable commmunities that may be
affected by the transition. A just transition must
balance economic growth, social equity, and

environmental sustainability.

5. TheGlobal-Local Nexus:

To maximize the impact of international funds,
resources must be directed to high-impact projects
in underfinanced regions, ensuring that investments
reach the communities and sectors that need them
the most. Public-private partnerships must be
strengthened to share risks and incentivize
sustainable investments that have long-term
benefits. In this context, international frameworks
must be recalibrated to address inconsistencies
that limit access to equitable financing for

developing countries.

The energy transition in the Global South presents both
challenges and opportunities. By aligning international and
local efforts, focusing on inclusive financing models, and
ensuring policy coherence, the Global South can mobilize the
investment necessary for a just and sustainable transition.
Governments, the private sector,and multilateral institutions
must work together, leveraging innovative financial solutions
and strategic collaborations to create a pathway to a net-zero

future that benefitsall.
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