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Overview

About 1.2 billion people do not have access to electricity, and 2.8 billion people do not have access to modern fuels for cooking and heating (World Bank, 2013). Most are in the lower 40 percent of their countries’ national income distributions, and many are in the bottom 10 percent. Many claims have been made about the role of energy in economic development and poverty reduction, but there has been limited effort to systematically synthesize and critically evaluate the available evidence in order to draw relevant conclusions for energy policies in developing countries.  This paper seeks to fill that gap.
Methods

The review of evidence is organized around the distinction between energy access and energy cost.  There is also an issue of reliability in that energy users must consider the benefits and costs of backup supplies (e.g. home electricity generators).  The paper reviews various sources of information to clarify where the issue is physical access – a major challenge in particular in rural areas – and where it is reliability, or affordability.  Key specific topics addressed in the critical review of the impact of improved modern energy access on poverty alleviation and economic welfare include evidence on income and welfare impacts of access to both electricity and modern fuels and stoves for cooking; and economic costs of unreliable energy supplies..
Results

The evidence indicates that access to modern energy can provide significant opportunities for increased income and improved welfare.  However, much of the evidence reflects findings from localized studies of increased access to basic energy services, for example to meet minimal needs for lighting or improved biomass stoves.  Overcoming a broad range of market failures improves overall efficiency of resource allocation in the economy.  Beyond that, more evidence is needed to better understand causal links from increased availability of modern energy, or increased reliability of energy services, to overall economic growth (versus the other way around).  
Conclusions

The findings from this review are not just useful for guiding research prioties on energy as a driver of development and poverty reduction.  It also can help elucidate priorities for policy reform and investment  -- for example, the comparative gains from expanding basic access to modern energy services and increasing reliability.
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