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Renewable energy in the Caribbean.

At the Summit of the Americas on April 10-11, US President Barack Obama said that the United States would hel|
Caribbean countries develop renewable energy sources. The Caribbean had an average cost of 0.33 dollars per
kilowatt-hour (kWh) in 2012, nearly three times the US cost of electricity -- a considerable economic burden, not
just in the region, but in nearly all island economies.
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SUBJECT:Renewable energy in the Caribbean.

SIGNIFICANCE:At the Summit of the Americas on April 10-11, US President Barack Obama said that the United
States would help Caribbean countries develop renewable energy sources. The Caribbean had an average cost of
0.33 dollars per kilowatt-hour (kWh) in 2012, nearly three times the US cost of electricity - a considerable
economic burden, not just in the region, but in nearly all island economies.

ANALYSIS: Impacts.

The World Bank may attract attention as a focus point for investment less politically contentious than the United
States or Venezuela.

Renewable energy concepts may be first tested in Puerto Rico, which offers US legal protection to investors.
Low oil prices may aid the shift to renewables in the region, by damaging Venezuela's regional influence.

The Caribbean region has a population of about 40 million (about 12% of the US population) and consumes
roughly 50,000 Gigawatt-hours of electricity per year (about 1% of US electricity demand). The World Bank projec
the Caribbean region's electricity demand nearly to double by 2030.

The region is dependent on fossil fuels, with oil and natural gas supplying roughly 90% of electricity. The
transportation sector is also almost exclusively dependent on oil, leaving the region suffering from energy prices
that are not only high but also extremely volatile.
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Island economies.

Hawaii is the only US state that suffers from similarly high prices, due to island economics, with an average retai
electricity price of 0.34 dollars per kWh. The state has chosen to promote renewable energy to reduce these cost
(see PROSPECTS 2015: Alternative energy - November 21, 2014).

In December 2014, NextEra Energy , the largest producer of wind and solar energy in North America and the thir
largest electric utility in the United States, acquired Hawaiian Electric Industries  (HEI), which supplies power tc
95% of Hawaii's population. This move was expressly designed to increase the percentage of renewables in
Hawaii's energy grid, and will make Hawaii a testing ground for other island economies.

Caribbean case study.

In 2004, the Caribbean island of Bonaire (population of 14,500) lost its diesel power plant in a fire. Bonaire install
wind turbines and battery storage and now sources 40-45% of their electricity from local renewable energy. Their
retail electricity costs are 0.22 dollars/kWh. The island also plans to convert diesel generators to run on biodiese
from local algae, thereby sourcing 100% of the electricity from renewables. If this initiative were replicated acros:
the Caribbean with similar cost effects, the region could save roughly 50 billion dollars per year.

However, building energy infrastructure is extremely capital intensive. Bonaire's wind-diesel system cost 60 millic
dollars to build, meaning that replicating Bonaire's project to satisfy 40-45% of the Caribbean region's electricity
demand with renewables would cost 2.7 billion dollars.

Assistance for Caribbean renewables.

In addition to the programmes outlined in Obama's Caribbean energy initiative, resources for assisting renewable
adoption in the region include public and private programmes:

The Ten Island Renewable Challenge/Operation Smart Island Economies. The Carbon War Room and Rocky
Mountain Institute provide various services, including technical assistance to create roadmaps for Caribbean
countries and financing.

Caribbean Climate Innovation Center. The World Bank's Climate Technology Program has created eight Climate
Innovation Centers (CIC) throughout the world. The Caribbean CIC supports ventures through services such as
proof of concept funding and access to technical facilities and information.

Canada’s Caribbean Program. Through their Foreign Affairs, Trade, and Development division, Canada's Caribbeal
Program serves eleven island and three continental nations, although not specifically addressing the energy
sector.

Political limitations.

A key political consideration in relation to renewable energy is the strong and continuing ties that most of the
Caribbean has with Venezuela and its oil subsidy through PetroCaribe and ALBA (see VENEZUELA: Oil price
compounds PDVSA woes - November 26, 2014). The assistance Venezuela provides has been dependent on
Caribbean governments taking greater control of their energy storage and distribution operations, and has result
in a dependence on Venezuelan oil. The close ties have been maintained even with the growing economic crisis i
Venezuela.
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