‘Moving to clean energy

Public finance, not just private capital, must help fund the transition
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AS PER the IPCC report, the world is heading
towards warmer climate and higher sea lev-
els. The impact of climate change has become
more palpable for many countries in recent
years, leaving no room for cynicism. In re-
sponse, governments have sprung to action
to halt the unbridled consumption of fossil fu-
els. Countries have set ambitious targets for
emission reduction. The removal of fossil fuel
from production processes is not an easy task,
especially for developing countries such as
India that rely heavily on coal for power gen-
eration, and production of cement, iron and
steel. To expect a transition away from fossil
fuels would not only require massive invest-
ments inalternatives and technology, but also
dedicated expenditure to restore the liveli-
hoods of those dependent on these sectors.
Acknowledging the steep challenge, the
Indian government has committed to a “phase
down" — instead of a “phase out” — of coal
and fossil fuel subsidies, thus leaving room for
the country to chart its own low carbon tran-
sition pathway.
Some see this as a watering down of the
Glasgow agreement, but it is important to ap-
preciate the history, economics and finance of
the semantics. Years of industrial revolution
coincided with the rapid expansion of imperial
power. Countries such as India acquiesced to
the advent of coal powered railways, which
became anally of thniving imperial commerce,
Estimates of India's remaining carbon budget
t factor in early emissions spent to the
fetrament of its economic progress. In the years

after independence, coal was a prominent in-
put and communities came to depend on it.
Today 38.5 per cent of districts in India have
some form of coal dependency. Households
also depend ongas and petroleum for cooking
and transportation. Therefore, a low carbon
pathway must take into consideration the
costs to workers and consumers. Ignoring such
interests can be perilous, as was seen in
the UK, where the shutting down of inefficient
coal mines in 1984 led to massive strikes, ad-
versely impacting livelihoods in coal depend-
entregions.

While India remains in charge of its des-
tiny, the process of transformation has been
setinmotion. This is seen for companies in high
carbon value chains — automobiles, cement
and steel — that have committed to sustain-
able practices. This shift in thinking is in part
the result of pressure from investors to ac-
knowledge the long ignored social costs of
profits. Companies under varied regulatory
regimes are now required to disclose their non-

financial performance on environment, social
and governance indicators. Although, their ob-
jective and consistent application may
be questioned.
Investors seeking to align social and finan-
cial returns have invested in these companies
directly through the purchase of green bonds
and sustainable bonds or through funds that
rely on ESG disclosures for portfolio decisions.
Covid-19 has provided a further nudge tosuch
thinking In 2020, assets under management of
ESG fundsgrewbya mdﬁum
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