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Disclaimer

This Policy Brief is prepared by Perspectives Climate Group (PCG) under the finance support of
ETP to meet the request of the Department of Climate Change of Vietnam (DCC) to provide for
the background in the early stage of preparing the Outline of the Just Energy Transition
Partnership Resource Mobilisation Plan (JETP RMP). The opinions expressed in this publication
are those of the authors solely. They do not purport to reflect the opinions or views of the ETP
or DCC.



Key messages

Historical experiences with transitions from a coal dominated to a renewable dominated
electricity system are rich and provide important lessons for Just Energy Transition Partnerships
(JETPs). Vietnam should use these to develop a tailored approach that reflects its own context
and priorities for realizing a truly ‘just’ energy transition as follows:

1.

Bringing in key stakeholders: Put the coal transition high on the political agenda but
strictly avoid pure top-down decision-making by closely coordinating with all affected
stakeholders from the very beginning of developing Vietnam’s Resource Mobilization
Plan for its Just Energy Transition Partnership (JETP-RMP). This should include dedicated
stakeholder discussions on projected costs and impacts stated in the JETP-RMP as well
as how to deal with particularly affected communities;

High-level political framing: Set up a ‘Coal Commission’ on the highest-possible political
level, which brings together the head of state, responsible ministers, representatives
from trade unions, industry, NGOs and affected citizens. Germany used that approach
successfully to define a coal phase-out date and agree on the financing for affected
communities. Bring in industry that is relevant in the coal mining regions, tailor all policy
instruments to local circumstances and combine different policy objectives in an
integrative approach. Build on existing policies, including within the social security
system and labor system, and expand those;

Mobilizing international public funding: Develop investment plans bringing in existing
multilateral funding programmes, e.g., the Climate Investment Funds (CIFs) approaches
tailored to coal-transitions, while recognizing their limitations. Closely align these plans
with Vietnam’s JETP-RMP. Draw on experiences made with blended finance for GW-
scale renewable energy (RE) projects in other emerging economies (e.g., Morocco,
Egypt). Make it clear to funders that funding needs to continue for decades and that the
funding initially pledged for the JETP will never be sufficient to guarantee a coal phase
down in Vietham;

Mobilizing international private funding: Include international carbon market funding
for renewable electricity as part of the JETP-RMP, ideally through policy crediting
applying an approach similar to the recently published Gold Standard methodology on
accelerated coal power plant closure. Consider ways how to mobilize further
international private financing; e.g. through government guarantees;

Ensure affected social groups are not left behind: Specifically address historically
disadvantaged and discriminated groups when phasing down public funds for domestic
coal mining and related value chains, and creating new economic opportunities in other
sectors, particularly considering women as facilitators of coal transitions. Target
subsidies to key affected areas and proactively train laid off coal mining and power plant
workers for new jobs in the renewable electricity-sector.



Introduction

International experiences in energy transitions away from coal and support of renewable
energy expansion offer valuable lessons for Vietnam to learn from in its design of the JETP. Over
the last decades, various countries in Europe have phased out domestic coal production and
use. Since 2000, various international financing mechanisms for renewable energy financing
have been set up. The flagship is the World Bank Climate Investment Funds (CIFs), but
international carbon market funding for renewable electricity projects has been even more
significant. Moreover, there are large scale renewable energy lighthouse projects in developing
countries that have benefitted from a mix of funding.

1 Coal transitions in Europe

The European industrial revolution which first started in the United Kingdom (UK) in the 18th
century and spread to the continent in the 19th century, has been built on coal (Fernihough &
Hjortsh@j O'Rourke 2021). As in most other parts of the world afterwards, the use of coal in
industry and transportation led to significant economic growth, but also to serious pollution
and public health problems (Walker Hanlon 2019).

1.1 United Kingkom

UK coal production already peaked in 1913, when 1.1 million miners produced almost 300
million tonnes (Mt). The UK's transition away from coal accelerated in the mid-20th century, as
the government introduced policies to encourage the use of (then) alternative energy sources
such as oil, gas and nuclear (Fothergill 2017). By the beginning of the 1980s coal output was
still 130 Mt a year and the mining workforce was still well over 200,000, Ever since the 1980s —
accelerated by constant improvement of renewable energy (RE) technologies and policies —the
share of coal in the UK’s electricity mix has been dropping sharply (UK Government 2021), as
Figure 1 shows.



Figure 1: Changes in the UK'’s electricity mix over the last four decades.
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In 2021 coal production had dropped to 1 Mt with just 500 miners being employed (Statista
2023). However, the UK’s coal transition did not (permanently) lead to the loss of employment
opportunities. In the same time period, the number of jobs lost was almost fully compensated
by new ones in other sectors in the same areas, due to comprehensive economic regeneration
measures such as colliery site reclamation and infrastructure investment in new roads,
commercial and industrial sites (Fothergill 2017).

Until as late as November 2015, there was no government commitment to phase out coal in
UK electricity generation (Fothergill 2017), as it was driven mostly by economic reasons,
supported by a strengthened domestic focus on environmental and climate impacts (Brauers
et al. 2020). In fact, the UK’s target of a full phase-out by 2024 was announced only in 2021 (UK
Government 2021). In retrospective, the coal phase-out was the result of taking the decision
not to use public funds to support domestic mining in the 1980s. Consequently, international
competition led to a quick decline of domestic coal production and related employment
(Brauers et al. 2020).

Moreover, as wholesale electricity prices began to decline, particularly after 2015, the coal
industry faced mounting economic pressures on the demand side, leading to the
implementation of indirect coal subsidies (Littlecott et al. 2018). In the 2010s, various coal
support policies were introduced, from tax benefits to inherited liabilities related to coal
mining, the Supplementary Balancing Reserve (2014-2017), and others (ibid.). A cutoff of
subsidies for REs in 2015 further slowed coal phase-out (Johnstone et al. 2017). Though not
comprising a coherent strategy, over the years various measures have been put in place to ease
the transition away from coal production and consumption in the UK (see Table 3 in the annex),
and there has never been a significant social movement in the UK to uphold domestic coal
production and use.



1.2 Germany

Germany has a long history of coal production and use, having large deposits of both hard coal
and lignite in various parts of the country. The key population centre, the Ruhr area, developed
during the 19th century around such hard coal deposits. After the Second World War, hard coal
production reached a peak of 150 Mt, and 600,000 people worked in the mines. In 2018, the
last hard coal mine stopped production (see Figure 2 below).

Figure 2: Hard coal production and related jobs in Germany, 1958-2018
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In contrast to the UK while domestic mining of hard coal has been phased out due to lack of
competitiveness, hard coal is still used in German power generation. New hard coal power
plants were built massively during the 2010s. Lignite is still being competitively mined in huge
opencast mines concentrated in small regions in both Western and Eastern Germany and is
used in power generation to a significant extent.



Figure 3: Vintages of the operating hard coal and lignite power plant fleet in Germany
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At the same time, Germany has been a pioneer in policies supporting renewable electricity
generation, consistently over the last three decades. While Germany was a latecomer in wind
technology, establishment of wind power technology companies in structurally weak regions
around the North Sea and clever alliances with farmers led to a politically winning coalition and
perpetuation of lavish feed in tariffs for several decades (Michaelowa 2005). This repeated
itself with the solar PV industry establishing itself in Eastern Germany during the 2000s. While
both the German solar and wind technology industries crashed during the 2010s when Chinese
companies outcompeted them on costs, the political consensus on renewable energy support
was so strong by that time the domestic industries vanished, the policy instruments were only
made insignificantly less attractive.



Figure 4 Changes in the German electricity mix since 1950
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In comparison to the UK, the hard coal phase-out process was slowed down significantly by
subsidies for domestic coal from the 1950s on, so that it could stay competitive with cheaper
imported hard coal. These subsidies reached their maximum level as late as 1996 (Frondel et
al. 2006) and totalled about EUR 300 billion (Oei et al. 2019). Only in 2018 they were stopped
completely as being forbidden by European regulation (Brauers et al. 2020). Hard coal phase-
out essentially was artificially prolonged for 30 years due to the subsidies.

Fortunately, from the year 2000, the focus of coal policies in Germany shifted from preserving
the sector to a just transition, with the aim of promoting economic reorientation and
diversification, providing workforce support, enhancing social well-being and quality of life, as
well as undertaking environmental remediation and protection measures (see in detail Furnaro
et al. 2021). These policies have commonly employed three mechanisms: (1) financial support
for public organizations, businesses, and workers; (2) service and assistance for public
organizations, businesses, and workers; and (3) direct investments (ibid.). The policies have
been very successful to revive the Ruhr and Saar areas; new economic activities could be
attracted and jobs for the younger generation be created. While retraining of retrenched
miners proved to be difficult, it could be prevented that young people enter the mining sector.
So once the last miners have entered retirement, the problem essentially has been resolved. In
contrast, unemployment remains high in Eastern German lignite production areas and their
diversification so far remains elusive.

In terms of governance structure, from the 1960s through the 1980s, top-down policies
predominated which were designed, implemented, and administered by subnational
governments with limited participation of local stakeholders. These policies essentially were
not very successful, and a lot of money was wasted. Since the end of the 1980s, however,
municipal governments have implemented a more regionalized approach with bottom-up
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policies, including local participation (ibid.). This strongly contributed to the success of these
policies as discussed above. Recently, pressure from both the civil society and coal industry led
to setting up the German Coal Commission in 2018, which brings together stakeholders from
trade unions, industry, NGOs and citizens (Brauers et al. 2020). This Commission developed a
roadmap for the coal phase-out for 2038 — the second-latest planned phase-out date in Europe
(Agora Energiewende & Aurora Energy Research 2019; Climate Action Network Europe 2022),
which was formally voted into law by the German Federal Parliament in 2020 (Bundestag 2020).

Figure 5 The German coal power phase-out compared to other European coal power phase-

outs.
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Just transition policies and measures in Germany, as a historical social welfare state, are
embedded within a plethora of social policies, including the EU’s (see further Furnaro et al.
2021). The law on the structural strengthening of affected regions provides a subsidy of up to
EUR 40 billion for the affected regions (Bundestag 2020). For example, for alleviating the socio-
economic impact of the coal transition, four German coal regions received a total of EUR 2.5
billion from the EU’s Just Transition Fund (EU-JTF; European Commission 2022). The EU-JTF
supports countries with a domestic coal industry to become climate-neutral economies and
provides support to help mobilise around EUR 25 billion for the period 2021-2027 in the most
affected regions (Wettengel 2022).



1.3 Lessons from two European cases

For the cases of the UK and Germany, the most contentious aspects of a coal phase-out were
concerns about energy security and job losses, whether coal is mined domestically, (regional)
economic dependence, as well as the relative power of actors with vested interests in coal
consumption such as miners’ unions (Brauers et al. 2020).

For the case of Vietnam, similar aspects of contestation can be expected, and valuable lessons
be learnt from Europe's coal transitions. However, it should be acknowledged that both the UK
and Germany were already highly developed countries when they started moving away from
domestic coal production, who could spend double digit billion USD on subsidies cushioning
the transition process and had a fully developed social security system applicable to people
losing their jobs due to the transition. Still, it took decades to accomplish the transition and
especially in Germany, the transition was characterized by significant conflicts and
inefficiencies. Vietnam’s planned coal phase-out starts at a much earlier point, as an emerging
economy, with an only partially developed social security system and a much lower public
spending power. Thus, particularly learnings from social policies will not be easily replicable in
Vietnam. What is clear is that external funding needs to play a much larger role than in the
European cases. The various lessons that can be learned from the coal phase-out in the UK and
Germany are stated in Table 1 below.

Table 1: Lessons learned from the coal transitions in Germany and the UK.

Lessons learned from...

Adopt an anticipatory approach based on policy responses that try to prevent the expected
negative social consequences of declining coal production (rather than start responding to impacts
only once they can be felt)

Focus on regions with a concentration of coal mining industry / power plants, tailor all policy
instruments to local circumstances and combine different policy objectives in an integrative
Germany approach

Build on existing policies, the social security system and labour market/training system. Ensure
that no young people enter the mining/thermal power plant sector

Set up a Coal Commission on the highest-possible political level, which brings together ministers,
stakeholders from trade unions, industry, NGOs and affected citizens

Gradually (not abruptly) phase-out public funds to support domestic coal mining, in close
coordination with trade unions and other stakeholders

United
Kingdom . o . . . .
Create future economic opportunities as well as industries particularly in affected coal-dependent
regions
Avoid uncoordinated top-down decision-making, but coordinate closely both with subnational
bodies and regional associations that the country is part of
Both

countries Meaningfully engage with affected stakeholders from all regions, particularly coal-dependent
regions, from early in the process in consulting on financing plans, including discussions of
projected costs and impacts

More specifically, Table 4 in the annex summarises a selection of just transition-related policies
in Germany since the 1960s.
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2 The Climate Investment Funds — the largest multilateral financing scheme
for renewable electricity

The World Bank’s Climate Investment Funds (CIF) were established in 2008 to mobilize finance
for large scale electricity sector interventions in emerging economies. CIF has become one of
the largest multilateral climate funds in the world, with 14 contributor countries having pledged
over USD 10 billion to it (CIF 2022). So far, CIF (2023a) claim to have leveraged more than USD
62 billion in additional financing — particularly from the private sector — in 72 countries by
committing public finance through its energy transition-related programs such as the USD 7.1
billion Clean Technology Fund (CTF).

Indeed, on a per-country level, CIF has not been reporting data on USD invested per gigawatt
(GW) of installed RE or amount of fossil fuels avoided in any systematic or transparent way,
e.g., in its annual reports (see Table 5 in the annex). For the CTF programme, since 2009 CIF
investments are claimed to result in a cumulative reduction of 132 Mt carbon dioxide (CO2),
with annual GHG emission reductions at 28.9 Mt CO2 in 2022, comparable to the annual GHG
emissions of the Philippines, or the combined emissions of 25 million cars in one year (CTF Trust
Fund Committee 2022). However, in-depth case studies and assessments of the effectiveness
of CIF funding are lacking. What is clear is that overall, RE power expansion does not exceed 3
GW. Costs per MW of installed RE capacity seem to be on the high side. Table 5 in the annex
provides an overview of a recent evaluation of CIF’s RE-related programmes.

The CIF has set up three dedicated programmes, relevant to JETP: the Accelerating Coal
Transition (ACT) Investment Program (USD 2 billion) under the CTF, the Scaling-Up Renewable
Energy Program in Low Income Countries (SREP), and the Industry Decarbonization Program
(CIF n.d.A).

ACT offers to both public and private sector entities a holistic toolkit to tackle three critical
challenges associated with coal phase-outs: (1) governance, including policy and institutional
reforms; (2) people, (ensuring a just transition for those affected by the transition) and (3)
infrastructure, including the decommissioning and repurposing of existing coal assets (CIF
n.d.A). CIF-ACT has committed USD 500 million for South Africa and Indonesia each
(Government of Indonesia 2022; Government of South Africa 2022; Jessop 2022). Here, we
would highlight the Women-Led Coal Transitions (WOLCOT) Grant Mechanism which supports
fostering women’s climate leadership and effective participation in the design and
implementation of its energy transition plans (CIF n.d.B).

2.1 Lessons from the CIF

Despite significant amounts of funding available, the CIFs have not been able to trigger a coal
phase-out in any of the countries where they have been active. They may have accelerated RE
project implementation somewhat in some countries, but the real success story is missing (see
Table 5 in the annex). This also holds true for Vietham. As of mid-2022, four CTF-projects —
three of which in the transport sector — have been in the implementation phase (CTF Trust Fund
Committee 2022), but their real impact has not been proven yet, not least because of
insufficient target setting and reporting (see Table 6 in the annex). As of 2023, six CIF projects
worth a total of USD 135 million have been approved (all CTF), but the latest available
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investment plan from CIF’s website dates back to 2009 (CIF 2023b). So, Vietnam should be
careful regarding big announcements from multilateral, CIF-style programmes.

For Vietnam it would be promising to apply for a well-targeted CIF-ACT funding in the same
order of magnitude as South Africa and Indonesia, and proactively push a WOLCOT style grant
component funding activities enhancing engagement of vulnerable groups in the JETP process,
which would be unlikely to be funded by other funders if one looks at the South African JETP
experience. In that way, the CIFs can play an appropriate role in the Vietnamese JETP
addressing a clearly focused intervention area that does not suffer from the very broad remit
of previous CIF interventions.

3 International carbon market funding for electricity from renewable energy
sources

Vietnam has great potential for REs, particularly solar and wind power, due to its favorable
geographical location with high solar radiation levels and strong coastal winds (e.g., World Bank
2021). International carbon markets, either supporting compliance with national emission
targets under the international climate policy regime, or being of a voluntary nature, allow
actors to receive emissions credits for RE projects that can then be sold on the market. They
have been operational for the last 20 years and particularly the Clean Development Mechanism
(CDM) under the Kyoto Protocol has been highly successful, mobilizing thousands of projects
in over hundred countries (Michaelowa et al. 2019a).

Emission credits represent the reduction or removal of one metric tonne of carbon dioxide
equivalent (CO2e) compared to an emissions baseline. The currently valid compliance carbon
market operates under Article 6 of the Paris Agreement. Article 6.2 enables bi- and multilateral
cooperation involving internationally transferred mitigation outcomes (ITMOs — the Paris
Agreement term for carbon credits authorized by the host country for international trade),
while Article 6.4 establishes an international mechanism (the Article 6.4 Mechanism, A6.4M)
for trade of carbon credits overseen by an international supervisory body. Though not yet
operational, the A6.4M is seen as the successor to the CDM. ITMOs under Article 6 can be used
by countries to meet their Nationally Determined Contributions (NDCs) or by international
airlines to comply with the Carbon Offsetting and Reduction Scheme for International Aviation
(CORSIA). They can also be used for voluntary offsetting and carbon neutrality claims.

Voluntary markets, on the other hand, generate emission credits that can be used to make
claims regarding offsetting of private sector emissions, or results-based climate finance, etc.
Over the years, various private standards have emerged to specify methodologies for emission
credit generation, issue voluntary emission credits and manage emission credit registries. The
market is dominated by Verra's Verified Carbon Standard, followed by the Gold Standard and
various US based standards. We would like to note that in the recent past many niche standards
have emerged, particularly in the field of removals.

As per the summary reports of the World Bank (2023) and Refinitiv (2023), the cumulative
credit transactions by end 2022 on the primary CDM market had reached 3.36 billion, under
Joint Implementation, the second Kyoto Mechanism, 1.08 billion and under the voluntary
carbon market 2.12 billion (Ecosystem Marketplace reports until 2021, Allied Offsets for 2022).
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The 2022 transactions reached 199 Mt for the voluntary market and 42 Mt for the CDM market.
ITMO transactions have not yet taken place.

Renewable energy was critical under the CDM, with total capacity installed exceeding 9.5 GW.
Vietnamese RE CDM projects, mostly hydropower, reached close to 500 MW. RE is also the
leading category of credit issuances among voluntary carbon market transactions, totalling 99
Mt in 2022 (Climate Focus 2023), with RE credit prices as per the Platts standardized Platts
‘Renewable Energy Current Year’ reaching a high of USD 7.65 in 2021, and USD 2.45 on March
31, 2023 (Platts 2023). Among the RE credits three most-credited activities in 2022 were: (1)
large-scale wind power projects (39%), (2) large-scale hydropower projects (29%), and (3) large-
scale solar power projects (22%) (Climate Focus 2023).

However, it is important to note that there has been a strong debate surrounding the
additionality of RE projects. The concept of additionality refers to whether or not the projects
would have been implemented in the absence of funding from carbon crediting. In general,
demonstration of additionality is an integrity cornerstone of carbon market activities and is
required for registration under major standards. In theory, demonstrating additionality ensures
that funding supports mitigation actions that would not otherwise be feasible, often referred
to as ‘high-hanging fruit’, to ensure that carbon crediting is genuinely contributing to global
climate change mitigation. If a technology has reached the point of being cost-competitive with
other alternatives, it does not require additional support through carbon crediting, and funding
does not ensure additional mitigation outcomes.

As the cost of RE continues to fall in many countries, there has been significant speculation
regarding the additionality of such projects, with researchers stating that the renewable
resource needs to be more and more marginal for the project to qualify as additional (Spalding-
Fecher et al. 2012; Cames et al. 2016; Michaelowa et al. 2019b). As a result, both Verra and
Gold Standard have placed restrictions on crediting of RE projects. Though there are some
exceptions, crediting of RE projects can only continue in least developed countries (LDCs), as
defined by the UN, and low income and low middle-income countries where the penetration
level of the proposed renewable energy technology type is less than 5% of the total grid
installed capacity (GS 2021; Verra 2023). These restrictions are however “throwing out the child
with the bath water” as they do not assess the actual RE resource a project can access. For
example, a wind power project with a 5 metres per second (m/s) average windspeed may still
be nicely additional, while a project with an 8 m/s will not. The following activities are still
eligible for registration under Verra and Gold Standard in Vietnam (Table 2):

Table 2: RE projects eligible in Vietham under Verra or Gold Standard

Standard RE activity remaining eligible

Verra e Activities replacing electric lighting with more energy-efficient
(Verified electric lighting.

Carbon e Activities installing and/or replacing electricity transmission lines
Standard) and/or energy-efficient transformers.
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Standard RE activity remaining eligible

Note: For both activity types, only small-scale activities are eligible, i.e.,
energy efficiency improvements with savings less than 60 gigawatt hours
(GWh) per year or emission reduction less than 60 kilotonnes CO,e per year.

Gold e Grid connected offshore wind projects.

Standard e Waste to energy projects that involve utilization of landfill gas/biogas
to electricity generation with or without thermal energy production.

e Grid connected projectsat involve distributed installation of
renewable technology, where individual unit size is up to a maximum
500 kilowatt (kW) of installed capacity.

e Project types that still comprise less than 5% of Vietnam’s total
installed grid capacity, including: photovoltaic, tidal/wave, wind,
geothermal, waste to energy and renewable biomass.

Note: There may be exceptions for projects supplying energy to mini-grids,
in which case the Gold Standard Community Services Activity Requirements
must be consulted on a case-by-case basis.

Note: All other activity types are excluded, as Vietnam is not a least developed country and is classified as a lower
middle-income country. This table represents general project type eligibility in Vietnam, as of 2023. However,
other exceptions may apply in certain cases, and project developers should consult the standard requirements
thoroughly when considering a potential project.

Sources: GS (2019; 2021), Verra (2023).

For Vietnam, international carbon market funding for large-scale renewable electricity should
be part of its JETP-RMP. To address the additionality challenge, a policy-crediting based
approach should be applied. An approach to harness carbon market revenues directly for the
closure of coal power plants could be to use the Gold Standard methodology “Early Phase-out
of coal fired thermal power plants and their replacement with green-field renewable energy
generation plants” (GS 2023). Generally, the methodology which has just been published for
public comments seems to be tailored for use in JETP contexts. Its peculiarity is that the RE
plant does not need to prove that it is additional, which may generate a backlash from carbon
market critics. Thus, we would recommend Vietnam to rework the methodology to make its
additionality determination highly credible in order to reduce the probability of criticism, and
use it in the context of Article 6.2 collaborations. Once the Article 6.4 mechanism takes
methodology submissions, the methodology could be submitted there in order to show
Vietnamese leadership.

4 Lighthouse renewable energy projects in developing countries

For harnessing the full potential of solar energy, Vietnam can learn from many international
experiences such as those from two lighthouse solar projects on the African continent. These
projects are relevant for the Viethamese JETP because they have been developed at scales
much larger than previous solar power projects in the countries and feature innovative
financing structures that blend domestic and international sources of financing. Moreover,
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both Morocco and Egypt are at a level of development comparable to Vietnam and feature
similar investment barriers as Vietnam.

4.1 Ouarzazate Solar Power Station in Morocco

In 2016, Morocco inaugurated the first phase of the Ouarzazate Solar Power Station, the
world’s largest (concentrated) solar power plant at the time, as part of Morocco's Solar Energy
Programme to develop 2 GW by 2020 and ambitious plan to generate over 50% of its domestic
electricity from REs by 2030 (NS Energy n.d.A). The USD 9 billion project (originally USD 2.5
billion) was expanded over four phases and finalised in 2019 by a consortium led by the Saudi
Arabian power and water project developer ACWA Power. For the construction phase,
approximately 1,000 jobs were created and 60 permanent jobs during the operation and
maintenance phase (Power Technology 2020).

The 0.58 GW project was initially developed by the Moroccan Agency for Sustainable Energy
(MASEN) and the state-owned power utility, the Office National de I'Electricité of Morocco
(ONEE), with the co-owned Solar Power Company (SPC) acting as a special purpose vehicle
(ibid.). Under the first of two 25-year power purchase agreements (PPAs), MASEN purchases
power from the SPC at the cost of the power generated. Under the second PPA, ONEE will buy
all power from MASEN, at the grid price, and dispatch it from the plant (NS Energy n.d.A.).

MASEN led organising the invitations to tender for the plants at each of the five sites and acted
as a consolidator of concessional loans. Overall, the funding for the project was obtained
through a combination of government borrowing from multilateral agencies and banks, as well
as concessional loans. The consortium for the first project phase consisted of the following
funders, listed in descending order: Germany’s KfW bank with EUR 324 million, European
Investment Bank (EIB) EUR 217.5 million, the AFD with EUR 150 million, the African
Development Bank (AfDB) with USD 128 million, the CTF with USD 119 million, the
Neighbourhood Investment Facility (NIF) of the European Union with EUR 106.5 million, the
CIFs and World Bank with USD 100 million each, so overall well over USD 1.2 billion
(International Climate Initiative 2016; EU Neighbours South 2019; AFD n.d.; World Bank 2018).
The financing model used in the project, which saw MASEN lend government-borrowed funds
to the project company, has been widely hailed as a template for other RE projects (see in detail
Climate Policy Initiative 2012a, 2012b), which Vietnam could draw on for developing its RMP.

4.2 Benban Solar Park in Egypt

The largest solar PV project on the African continent, the Benban Solar Park in Egypt, was
commissioned in early 2018 and fully constructed by the end of 2019 already (British
International Investment 2022). The 1.8 GW project was part of Egypt's Nubian Suns Renewable
Energy Feed-in Tariff (FiT) program and aligned with the Egyptian government's Sustainable
Energy Strategy 2035, which aimed to generate 20% of electricity from REs by 2022. The New
and Renewable Energy Authority (NREA), a state-owned institution, led the USD 4 billion
project, with funding from various international donors exceeding USD 1 billion, including the
European Bank for Reconstruction and Development (EBRD) with USD 500 million and a
consortium of nine international banks around the International Finance Corporation (IFC) with
USD 653 million (Mercom 2017; NS Energy n.d.B). The Multilateral Investment and Guarantee
Agency (MIGA), another institution of the World Bank Group provided USD 210 million worth
of political risk insurance to private lenders and investors involved in the solar park (IFC 2017).
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A second consortium consisted of the Green Climate Fund (GCF), the Dutch Development Bank
FMO, the Islamic Development Bank (IsDB) and the Islamic Corporation for the Development
of the Private Sector (ICD) (EBRD 2019).

For the construction alone, more than 10,000 people worked at the site, and 4,000 permanent
jobs are created afterwards (ibid.). The solar plants themselves were produced by leading local
and international solar energy developers, bringing more of the private sector into the Egyptian
electricity market that has traditionally been dominated by the public sector (EBRD 2022).
Overall, Benban added the equivalent of 2.7% of total installed capacity in Egypt. Following
Benban, Egypt began to move away from the FiT framework and concentrate its efforts on
developing competitive solar auctions to attract investors and promote trust in the regulatory
framework (ibid.).

4.3 Lessons for Viethnam

Both the Ouarzazate Solar Power Station and the Benban Solar Park project demonstrate that
GW-scale RE investments can be mobilized rapidly by bringing together large consortia from
both national and international public and private sector sources. Key ingredients are high level
of trust into the governance of the project, and catalytic institutions.

The Quarzazate case shows that the creation of MASEN as a special purpose vehicle was crucial
to generate trust that the project would not be bogged down in the bureaucracy that
characterizes other Moroccan institutions such as ONEE. In the Egyptian case, the FiT
programme was crucial to encourage investment in the large Benban project.

Vietnam should recognize that credible new public institutions like MASEN can be critical to
lead the development of RE projects and secure international funding. The successful
implementation of public-private partnerships (PPP) and the involvement of private sector
developers in Benban's engineering, procurement, and construction has also played a key role
in the project's success. The use of PPPs in the Benban Solar Park has helped to mitigate risks
and increase investment in the project, making it a model for other countries (EBRD 2022).
Vietnam could explore more PPP-opportunities in its own RE sector to leverage the private
finance needed for its RMP.

5 Conclusion

Historical experiences with coal transitions in Europe, the large CIF programmes for RE,
international carbon market projects, and two GW scale solar power projects in Northern Africa
provide important lessons for the Vietnamese JETP.

Eveninrichindustrialized countries, phasing out coal in the electricity sector has taken decades.
Costs for covering subsidies for retrenched coal mining workers and their retraining, as well as
restructuring the economy of affected regions reached double digit USD billion figures.
Decentralized application of policy instruments is better than top-down approaches that may
delay the transition. Vietnam will have to count on external financing for many decades, the
current JETP can only be a beginning.
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Despite a lofty aim, the CIFs have not been able to harness a coal phase-out in any of the
countries where they have been active; they have provided some incremental improvements
of RE power plant expansion. So, a JETP should not build on a CIF style approach alone.

The CDM has shown how international carbon markets can accelerate RE, globally reaching
close to 10 GW installed capacity, and 0.5 GW in Vietnam alone. Therefore, Article 6 approaches
should become a significant component of the Vietnamese JETP, ideally through a policy
crediting approach applying a concept which could be informed by the Gold Standard
methodology “Early Phase-out of coal fired thermal power plants and their replacement with
green-field renewable energy generation plants”.

The 2 GW scale solar projects Ouarzazate and Benban in Morocco and Egypt show the relevance
of dedicated, efficient public institutions for large-scale RE expansion. Credible institutions can
harness a blending of financing from multiple sources. It is crucial to get a catalytic effect with
a financial institution that is willing to take that role. Large scale offshore wind investment in
Vietnam could aim to replicate such structures.
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Annex

Table 3: Measures to socially buffer the transition away from coal in the UK.

Compensation or
(backward-looking)

grandfathering

Structural adjustment assistance

(forward-looking, narrow)

Adaptive support

(forward-looking, broad)

Consumers/households

Energy intensive industries first
compensated for, then exempted from
selected green charges on electricity prices

Subsidy, now much reduced, for
installation of solar panels on domestic and
commercial properties

Advice on energy efficiency

Workers

Lump-sum redundancy payments for
miners, varying in value through time but
typically worth 6-12 months’ wages

State unemployment benefits and (in many
other cases) incapacity benefits

Other welfare benefits

Employment and training advice for ex-
miners in the first 6-12 months following
redundancy

On-going but declining government
funding for the Coal Industry Social Welfare
Organisation

Communities

Revenue Support Grant system
compensates local authorities for loss of
property tax revenue following closure of
mines and power stations

Government-funded site

reclamation programme

colliery

EU Structural Funds target mining areas

Assisted Ares status for coalmining areas
under UK regional policy

Infrastructure investment in former mining
areas

Government  financial
community  projects
Regeneration Trust

support  for
from  Coalfields

Lottery funding for and

community projects

heritage

Funding for national mining museum

Corporations

Coal industry state-owned up to 1994 and
financial losses absorbed by Exchequer

Limited subsidy under EU rules to private
coal producers in late 1990s

Inherited liabilities on miner’s health
compensation and on environment met by
Exchequer

Market  economy allows corporate
diversification (e.g., coal power generators
move into gas, mining companies into
property development)

Low tax, low regulation environment

Source: Own illustration, adapted from Fothergill (2017, p.7).



Table 4: Measures to socially buffer the transition away from coal in Germany.

Publi F i Total
Policy name Administrator | Target Policy types* Design P:II')tiI(fipa tion s:::.:l:sg F::\ading
Historical policies A|B|[C|D
Development Top-down design National
Prograr?ﬁ Ruhr | Subnational Workers in by the advisory | Limited — top- | governmen EUR 8.7
(DPR), 1968- | (NRW) the. Ruhr | x | x | x | x | group and Ldnder | down t NRW billion
1971 region chancellery and | programme. European
offices. Community
Top-dgwn design Consultation
by advisory group with local
. L
Action and ander stakeholders National
Program Ruhr Workers and chancellery and and experts via | governmen
(APR), 1980- | Subnational communities N IV VI offices, drawing a two-da N NRW EUR 35
1984 (NRW) in the Ruhr on y billion
region recommendation conference European
prior to the | Community
s from local desien of the
multistakeholder ro gramme
conferences prog ’
Consultation
with local
stakeholders
Future and experts for
Initiative for Design according | the design of National
Coal and Steel | Subnational Workers and to the | the policy. overnmen | Aoprox
Regions (NRW and | communities Wl x|« recommendation | Participation of tg NRW EB’; '1
(FICSR), municipal in the Ruhr s of a | stakeholders via Eurobean billion
. governments region multistakeholder | a multistage P .
1987-1991 Community
commission. assessment
process prior to
the
implementation
phase.
Participation of
Public—private local National
Ianninp stakeholders via | governmen
Eompangy Details their own | t NRW
BA Emscher Communitie of the program E:zjects during szzeuar?it EUR 25
Park (IBAEP), | IBA Association | sin the Ruhr | x x | x | developed via | . . ¥ - ’
. . implementation | / European | billion
1989-1999 region projects selected phase Union
h .
by . the Consultations Private
multistakeholder .
) with  selected | sector/ban
grant committee. local ks
stakeholders.
Act on | National Hearings of
Financing the | government Hard coal Top-down selected National
Termination and decision by | (regional) governmen
. . workers and . . . EUR 14.8
of Subsidized | subnational regions in X x | national and | stakeholders in | t Lander billion
Coal Mining | governments Gegrman Ldnder the design | European !
(AFTSC), (NRW, v governments. process of the | Union
2007-2018 Saarland) law.

Note: *: Policy types: A. Economic reorientation and diversification. B. Workforce support. C. Social well-being and quality of life. D.
Environmental remediation and protection.

(continues on the next page)
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Present Policies

No
participation
of local
stakeholders
in the design.
Top-ton e speitc T iion
Regional decision on | ramp 72 billion,
Regional development criteria  for the p‘ g- National 1991-2017
" I fundi P within  the EUR 1.2 billion
development . of structurally unding of the . governm h
] National K . regional ¢ in 2020
policy weak regions programs. devel en
f K government (not Projects evelopment Linder (grants)
ramewor and Ldnder ) framework,
restricted to developed by S European EUR 1.2
1991 -2020 minin individuals participation Union )
1ing i via own billion in 2020
regions) munlup.a ities, projects  was (loan
companies, etc. possible warranties)
(private,
companies,
municipalities,
institutions,
etc.).
No
participation
of local Structural and
stakeholders Investment
in the design Funds  (EUR
of the 27.9  billion,
Regional programs. The 2014-2020)
Eurobean development European European
. P of structurally Multilevel Union and Agricultural
EU  support | ypion . s
for Germany nation,al weak regions coordination (EU- | member European | Fund for Rural
overnment (not national, states decide | Union Development
2014 - 2020 gnd Linder | restricted to national-Lénder). | on the criteria (approx. EUR5
mining for billion
regions) distribution of annually)
funds. The “Horizon 2020
Lander decide (EUR 80 billion
on the funds until 2020, EU
granted to wide)
individual
projects.
Commission Participation
on Growth, via
Structural representativ
National f rel EUR 2 billion
Change and Lignite Multistakeholder es of relevant National
Employment government . o stakeholders per year for 20
regions and commission ) governm
(also  called | and . . in the Coal years (2022-
. workers; coal recommendation . ent
the Coal | multistakehol ; Commission. 2042) for
o der power plant s implemented on Hearings  of European structural
Commission) o workers the national level. g Union
and Coal Exit | organization experts  and development

Laws (CCCL)

2022 - 2042

assessment of
the region via
field trips.

Notes: **: Sum excludes the indirect support provided by the European Agricultural Fund for Rural Development.

Source: Own illustration, adapted from Furnaro et al. (2021, p.5).

Total: EUR
214.8 billion**

Historical: EUR
30.5 billion

Present: EUR
184.3 billion
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Table 5: Country cases for CIF’s RE activities.

Renewable Energy &
Energy

Efficiency Project

Country Evaluated CIF Co- Total MwW Total | GHG red.
Programme financing financing costs installed costs p.a.
(usD (uUsD (USD (usb/ (Mt)
million million million) kw)
Bangladesh Scaling Up 29.25 383.79 413.04 80 5,160 n/a
Renewable Energy
(Solar)
India CTF Investment Plan 725 6816 7539 n/a(11.787 n/a 10.4
for India (7 Solar GWh p.a.)
projects)
Indonesia Geothermal 483.25 3,971.35 4,454.6 1,815 2,450 n/a
projects*
Morocco Noor OQuarzazate | 97 657.5 854.5 160 5,340 0.25
Concentrated Solar
Power (CSP)
Nepal** Extended Biogas 4.2 3.6 7.75 n/a n/a 0.09
Project
Thailand CTF Private Sector 34 129.59 163.59 88.5 1,850 n/a
RE Program and RE
Accelerator Program
(wind)
Tiirkiye Private Sector 100 2,048.9 3,099.56 n/a n/a n/a

Sources: Own compilation, based on Industrial Economics (2023) and the respective country pages of the CIF (for total energy funding only).
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Table 6: CTF activities in Vietnam.

Emissions reductions (t COz) Co-financing (USD Installed capacity Passengers per Energy
million) (Mw) day (number of savings
people) (Gwh)
Country Project Public/| MDB | CTF o °
Private usD o 2 5% I 2 = o § = o 2 o =
M| g s ) g§| 2 2|l g| 2| = 8 &= g | m
= g £ |Z| E| = |z |E| & 2 Bz B
o (5} (5}
Ha Noi Sustainable Urban
Transport Program - Project 1:
Ha Noi Metro Rail System
Project (Line 3: Nhen-Ha Noi
Vietnam Station Section) Public | ADB | 50 8,400 107 | 722 1,326 157,000
Ha Noi Sustainable Urban
Transport Program - Project 2:
Strengthening Sustainable
Urban Transport for Ha Noi
Vietnam Metro Line 3 Project Public | ADB | 50 0 1] 10
Sustainable Urban Transport
Vietnam for HCMC MRT Line 2 Public | ADB | 50 1] 0 4,025 33 1,391 128,960
Vietnam Distribution Efficiency Wworld
Vietnam Project Public | Bank | 30 | 365,707 | 1,607,885 269,148 600 770 449 414

Source: CTF Trust Fund Committee (2022, p.43).
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