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Foreword

The convergence of multiple global crises has further derailed the Asia-Pacific region from
achieving the Sustainable Development Goals (SDGs) by 2030. The coronavirus disease
(COVID-19) pandemic, the Russian invasion of Ukraine, a worsening climate crisis and underlying
structural weaknesses have caused the worst cost-of-living crisis in a generation in the region.
The crises have caused enormous disruptions to energy and food markets, and have driven food,
energy and commodity prices to record highs. Their impacts have been felt globally, especially
among vulnerable groups: millions of people have been pushed into poverty. At least a decade of
development progress has been erased.

Therecent economic and social turmoil, and the consequences of the polycrisis have putimmense
pressure on public finances and reduced financial resources available to achieve the SDGs. Even
before the COVID-19 pandemic and the Russian invasion of Ukraine, the Asia-Pacific region was
off track to meet the 2030 SDGs and would have needed until 2065 to achieve all 17 goals. This
delayed timeline could get pushed out further unless the urgent need for sustained investment is
met and policies move in the right direction.

While fiscal conditions have recently improved in some countries in the Asia-Pacific region,
significant risks remain. Many countries face the difficult choice of having to balance medium-
to long-term development interests with short-term recovery needs. Moreover, the crises have
demonstrated that we must endeavor to better understand the interconnectedness of energy,
food and finance security, and the complex interactions between them, as this is a potent mix that
has destabilized economies and can jeopardize longer-term development.

This 2023 Asia-Pacific SDG Partnership Report—Delivering on the Sustainable Development Goals
through Solutions at the Energy, Food and Finance Nexus—goes to the heart of this nexus and
examines the role of energy, food and finance in amplifying shocks, while also highlighting their
role in providing synergistic solutions. The report analyzes how the cascading energy—food-—
finance crises have impacted economic, educational, employment and health outcomes of
people, particularly the most vulnerable. It also explores how innovations in food, energy and
financial systems are vital to the solutions we urgently seek to renew development momentum
and improve resilience in the region.

We are pleased to issue this joint report as we work together to turn this unprecedented polycrisis
into green, inclusive transitions for a sustainable future across countries in the Asia-Pacific region.

gﬁ 7 g z K\/\Mvwc(\x

Armida Salsiah Alisjahbana Woochong Um Kanni Wignaraja
Under-Secretary-General Managing Director General United Nations Assistant
of the United Nations and Asian Development Bank Secretary General

Executive Secretary of ESCAP Assistant Administrator and

Regional Director
Regional Bureau for Asia and
the Pacific, UNDP
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Chapter 1. SDG stocktaking in times of compounding crises: new shocks and
stresses from energy, food and finance

The polycrisis has severely disrupted energy, food and finance systems in the region and set in
motion new shocks and stresses that are especially devastating for the most vulnerable groups.
The crisis is plunging millions more people into poverty and setting back the progress towards
the SDGs even further. This situation threatens to slow down the post-COVID-19 transition
towards a greener, more inclusive economy and society. Disasters triggered by natural hazards,
an acute climate crisis, and political and economic turmoil have further hampered progress
towards sustainable development in the region.

Asia andthe Pacificis ata crossroads, with a series of overlapping crises exposing vulnerabilities
in the critical interlinked systems of energy, food and finance and potentially undermining
longer-term sustainable development. In the polycrisis, however, also lies hope and opportunity
for change. It can be seen as an important turning point towards a cleaner and more secure
future, initiating renewed momentum to transform energy and food systems. Recovering from
the polycrisis will require countries to address these immediate vulnerabilities whilst not losing
track of longer-term development objectives.

Without substantial progress on climate change mitigation in line with international
agreements, climate-related disasters will become more frequent and extreme. Preparing the
Asia-Pacific region to navigate ongoing and future crises will require coordinated and inclusive
transformations of the energy, food, and finance systems at regional, subregional, national and
local levels.

Innovation—including through new technologies, business models, policy frameworks, and
social advances—in energy and food production offers sustainable and cost-effective solutions
to meet energy and food needs and ensure a more equitable distribution to the marginalized
and vulnerable people in the region.

The region is witnessing promising practices on smart and low-carbon farming and
technological advances that are accessible to all and offer the opportunity to optimize the use
of inputs, raise agricultural yields and reduce environmental impact. Emerging approaches to
making energy and food systems more efficient and less wasteful, along with the promotion
of sustainable consumption, can further reduce environmental degradation and benefit both
farmers and consumers.

Replicating and scaling up existing innovations and solutions will promote more sustainable
and inclusive energy and food systems, capitalizing on opportunities to overcome the polycrisis
and advance the SDGs.



Recalibrating public financial management is vital to protecting fiscal space and boosting
public investment towards the SDGs amid worsening fiscal conditions. Good practices from
countries in the region indicate the need to integrate SDGs in the budgeting process, explore
new approaches to revenue mobilisation and reform wasteful agricultural, food and fossil fuel
subsidies.

Scaling up private sector investment would accelerate the transition to sustainable energy
and food systems. Broad opportunities exist for stakeholders to explore innovative financial
solutions towards sustainability, including by better linking products to the SDGs to address the
energy-food-finance nexus.

Regional and subregional initiatives must complement technical and country- or community-
level interventions. Amid the polycrisis, redoubling commitments to lower trade barriers and
support a just energy transition through closer and stronger cooperation will help promote
food and energy security.

Chapter 3. Reclaiming the decade of action on the SDGs

The polycrisis calls for multinational and multisectoral responses to address the stalling of
progress on SDGs and build back better. Strengthening regional and subregional partnerships
across the energy-food-finance nexus is vital to help countries become more resilient in the
face of current and future shocks. National strategies that make use of cross-sector and cross-
agency collaborations can foster coherent and cohesive policy solutions.

Data-driven and adaptive institutions can enable countries in Asia and the Pacific to better
respond to crises and build resilience of the energy, food and finance systems over the medium
to long term. New technologies, when well designed and implemented, present an extraordinary
opportunity to shape more effective public policy and private sector solutions across the three
systems. Applying agile governance and participatory scenario planning can enable national
institutions to adapt to changing circumstances through more responsive policymaking.

Financing robust, inclusive and adaptive social protection systems is critical to address multi-
dimensional risks and improve the energy and food security of vulnerable groups in the face of
the recent crises, promoting long-term resilience.

Encouraging private enterprises to use SDG impact frameworks and develop bankable
projects for SDG-aligned financing will help channel more capital towards the 2030 Agenda for
Sustainable Development. It is therefore crucial to ensure financial market regulators are well
placed to manage climate change risks and smooth the low-carbon transition.
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The Asia-Pacific region, unless otherwise specified, refers to the group of members and associate
members of the Economic and Social Commission for Asia and the Pacific (ESCAP) that are within
the Asia and the Pacific geographic region (the Asian Development Bank and the United Nations
Development Programme, partners in this publication, have differing regional compositions).
Some countries are referred to by a shortened version of their official name in the figures, as
indicated in brackets in the listing below.

Geographic subregions in this report are defined (unless otherwise specified), as follows:
East and North-East Asia: China, Democratic People’s Republic of Korea (DPR Korea), Japan,
Mongolia, and Republic of Korea; South-East Asia: Brunei Darussalam, Cambodia, Indonesia,
the Lao People’s Democratic Republic (Lao PDR), Malaysia, Myanmar, Philippines, Singapore,
Thailand, Timor-Leste, and Viet Nam; South and South-West Asia: Afghanistan, Bangladesh,
Bhutan, India, Islamic Republic of Iran, Maldives, Nepal, Pakistan, Sri Lanka, and Turkiye; North
and Central Asia: Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, the Russian Federation,
Tajikistan, Turkmenistan, and Uzbekistan; Pacific: American Samoa, Australia, Cook Islands, Fiji,
French Polynesia, Guam, Kiribati, Marshall Islands, Federated States of Micronesia, Nauru, New
Caledonia, New Zealand, Niue, Northern Mariana Islands, Palau, Papua New Guinea, Samoa,
Solomon Islands, Tonga, Tuvalu, and Vanuatu.

Least developed countries: Afghanistan, Bangladesh, Bhutan, Cambodia, Kiribati, Lao People’s
Democratic Republic, Myanmar, Nepal, Solomon Islands, Timor-Leste and Tuvalu.

Landlocked developing countries: Afghanistan, Armenia, Azerbaijan, Bhutan, Kazakhstan,
Kyrgyzstan, Lao People's Democratic Republic, Mongolia, Nepal, Tajikistan, Turkmenistan and
Uzbekistan.

Small island developing States: Cook Islands, Fiji, Kiribati, Maldives, Marshall Islands, Federated
States of Micronesia, Nauru, Niue, Palau, Papua New Guinea, Samoa, Singapore, Solomon Islands,
Timor-Leste, Tonga, Tuvalu and Vanuatu.

Developing Asia and the Pacific: ESCAP region, excluding Australia, Japan and New Zealand.
Developed Asia and the Pacific: Australia, Japan and New Zealand.

The classification of countries into income groups is from the World Bank.

Symbols and units

References to dollars (S) are to United States dollars, unless otherwise stated. The dash (=)
between dates signifies the full period involved, including the beginning and end years.



The convergence of multiple global crises
has further derailed efforts to achieve the
Sustainable Development Goals (SDGs) by
2030. The Russian invasion of Ukraine that
started in February 2022 came at a time
when the global economy was already under
severe stress, struggling to recover from the
COVID-19 pandemic and facing the strains of
an increasingly severe climate crisis. These
multiple, compounding crises have combined
to create a “polycrisis” (box 1) that has caused
enormous disruption to the highly interlinked
global energy, food, and finance markets and
driven the prices of some commodities to
record levels. The impacts are being felt across
the Asia-Pacific region and the world, especially

The Asia-Pacific Region
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among the poor and other vulnerable groups.
The worst cost-of-living crisis in a generation
has plunged millions more people into poverty,
reversed at least a decade of progress towards
the SDGs, and threatened to stall progress
towards the green transition. Even before
the Russian invasion of Ukraine, the United
Nations had observed that the region was off
course and would need until 2065 to achieve all
17 goals. The polycrisis has made the situation
even more challenging. Many countries in the
region—especially least developed countries
and small island developing States—are greatly
exposed and highly vulnerable to energy and
food market disruptions, the impacts of climate
change, and wider global economic turmoil.
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Food and Agricultural Policies to Make Healthy Diets More Affordable, (Rome 2022); EM-DAT, Available at: https:/public.emdat.be/https://
public.emdat.be/; IRENA, Available at: https://www.irena.org/How-we-work/Asia-and-Pacific; World Bank, Climate and Development in East

Asia and Pacific Region, (11 November 2022); ADB, ADB's Focus

Energy, (2022).
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This report uses the term “polycrisis” to refer to the current overarching global
economic and social crisis.” It is comprised of multiple simultaneous crises whose
impacts compound each other at the societal and global level.

The current “polycrisis” encompasses the longstanding but increasingly severe
climate change crisis, the aftermath of the COVID-19 pandemic, and the impacts of
the Russian invasion of Ukraine. These crises converged in early 2022 to create a
‘perfect storm” that has further derailed the global economy, put at risk the livelihoods
of people in Asia and the Pacific and across the world, and stalled progress towards
the SDGs. In some countries in the region, political and economic crises at the national
and local level have exacerbated the adverse impacts of these three major crises.

Worse economic,  Greater poverty
social, and and social
environmental [QECTEIES

conditions

o N\

e . Ddisrupted foodI
o and energy supply
7 \ == o systems
More droughts,
disasters,
and extreme
weather

Higher energy
L 2 prices

7

Fiscal stress Higher food prices

While the polycrisis has exposed weaknesses in the existing energy, food and finance
systems, it has proved a catalyst for fresh momentum to redirect the global and
regional economies and societies towards a more sustainable, inclusive, and resilient
future. The crisis is an opportunity for people and societies to positively shape the
future by making prudent choices now, which bring major beneficial impacts in
the long-term and are likely to be more cost-effective than putting off action until it
becomes absolutely inescapable.

Sources: Lawrence, M., et al,, “What is a global polycrisis?”. Cascade Institute, Technical Paper #2022-4, (September 2022); UNDP,
“RBAP Foresight Brief: Polycrisis and Long-term Thinking”, (2022).



The socio-economic consequences of the
polycrisis have put further pressure on
government budgets and financial resources
to achieve the SDGs. Through a complex
web of macroeconomic, trade and financial
channels, the crisis has negatively impacted
economies, with net importers of energy and
food facing particularly acute challenges. Faced
with higher borrowing, deteriorating current
account balances, and the need to support
vulnerable people struggling to meet their
basic energy and food needs, governments
are grappling with shrinking fiscal space. Even
though the needs are greater than ever, public
resources devoted to achieving the SDGs are
increasingly scarce. While fiscal deficits fell in

4

. * Energy is needed across the food
supply chain including production

3 (fertilisers), preparation and processing,
storage, and transport

* Food crops can be used
for bioenergy production

* Food and energy sectors are water-
and land-intensive and can lead to
resource overuse
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many economies in the last two years, they
generally remain above their pre-pandemic
levels.? Fiscal balances in most parts of the
region are expected to continue to improve but
could deteriorate again if the energy and food
crises persist.

The extensive disruption of the energy, food,
and finance systems calls for urgent action
to improve the resilience of governments,
businesses, and people to future shocks. The
multi-dimensional impacts of the polycrisis
necessitate integrated solutions to achieve the
SDGs by exploiting synergies across the areas
of energy, food and finance (figure 2).

Finance

1D

This report® describes the impacts of the
polycrisis that could undermine years of
investment in reducing hunger, providing
energy access, and achieving other SDGs. The
report also explores opportunities the polycrisis
presents to redirect the region towards a
greener, more inclusive and more resilient
future by transforming the interconnected
energy, food, and finance sectors to achieve
the SDGs.

This report is composed of three chapters.
Chapter 1 analyses the impact of the polycrisis
on energy, food, and finance systems. Chapter
2 explores specific opportunities for green and
inclusive transformations of the energy, food,
and financing systems that can help improve
resilience to the impacts of global shocks in
the region. Chapter 3 identifies policy actions
that could help transform the region’s energy,
food and financing systems in alignment with
the SDGs.
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Chapter 1: SDG stocktaking in times of compounding crises: new shocks and stresses from energy, food and finance

The polycrisis has negatively impacted the
Asia-Pacific region’s energy and food security
and fiscal soundness, pushing millions more
people into poverty and jeopardising the
region’s ability to meet the SDGs. The shocks
are widespread. They affect public finances,
agricultural productivity and livelihoods and
have severe effects on supply chains. Key
commodity prices, consumer price inflation,
and market uncertainty remain elevated. The
Russian invasion of Ukraine has severely
exposed some 38 countries in the region to at
least one of the transmission channels (namely,
rising food prices, rising energy prices, and
tightening fiscal conditions), of which 25 are
significantly exposed to all channels at once.*
As aresult of elevated oil prices alone, up to 2.7
million people in the Asia-Pacific region could
fall into poverty based on the $1.90 poverty
line and the figure increases to 8.7 million
people based on the $5.50 threshold.® Greater
economic uncertainty will likely hurt consumer
and business confidence and sustained price
inflation could prompt further interest rate
hikes and weaken global demand including
exports, investment, and tourism.

This situation threatens to slow down the
post-COVID-19 transition towards a greener,
more inclusive economy and society. Recovery
from the pandemic provided an opportunity
to reshape the global economy and society
along a greener and more inclusive path; to

Figure 3:

Recovery from
COVID-19 pandemic
was an opportunity to
“build back better"

+ Temporary increase in the
share of renewable energy
and reduction in greenhouse
gas emissions
Renewed impetus towards
green transition

+ COVID-19 stimulus packages
seek to address key health

needs and provide social
protection for the vulnerable

Russian invasion of Ukraine
reversed progress by
derailing global energy,
food, and finance systems

Return to coal-fired
power generation

+ Governments subsidise
fossil fuels

Food and energy security
at risk, especially for the
most vulnerable

“build back better”. However, the crises in 2022
have halted, and in some cases reversed, this
momentum (figure 3). For example, while lower
energy demand during the pandemic reduced
greenhouse gas emissions and drove up the
share of renewables, a bounce back in demand
and the 2022 turmoil in global energy markets
prompted an increase in the use of coal for
electricity generation. While the pandemic
spurred some temporary improvements
in social protection as part of emergency
response, largely through stimulus packages
and schemes to address immediate health
and socio-economic needs, the cost-of-living
crisis, accentuated by the Russian invasion of
Ukraine, have again put vulnerable groups at
risk and impeded the prospects of sustainable
recovery from the pandemic.

Disasters triggered by natural hazards,
climatic crises, and political and economic
turmoil have further constrained SDG
achievements. Three-quarters of people
affected by disasters triggered by natural
hazards worldwide live in Asia and the Pacific.
The average economic loss from disasters
triggered by natural hazards in the region
stands at 2.4 per cent of GDP and is expected
to increase with rising temperatures. Key
indicators of climate change—greenhouse gas
concentrations, rising sea levels, ocean heat
and ocean acidification—have set new records
in 2021.5 A combination of conflicts and

Examples of how the Russian invasion of Ukraine threatens to derail the green transition

Polycrisis potentially
provides even stronger
incentives for
long-term change

Can the polycrisis
catalyse a long-term
shift to clean energy
to reduce reliance on
volatile fossil fuels?

Can the polycrisis catalyse
resilient, green, and
inclusive social protection
systems that ensure food
and energy security?
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political and economic crises further drives
acute food insecurity, which is made worse by
extreme weather events, the lingering effects
of the pandemic, and global food price spikes.

This chapter discusses the impact of the
polycrisis on the Asia-Pacific region; presents the
responses of governments, private sector, and
households to the energy and food price shocks;
and assesses the impacts of the polycrisis on the
SDGs and their sources of finance.

1.1 Impact of the polycrisis on Asia

and the Pacific

The polycrisis has affected many countries in
Asia and the Pacific and hit the most vulnerable
the hardest. A sustainable and resilient post-
pandemic recovery in the region has been
hindered by global supply problems and
energy and food price shocks. At the country
level, the primary macroeconomic impact has
been on economic output and prices. Given
the region’s strong integration in global supply
chains, severe economic scarring is expected.
The International Monetary Fund in late 2022

Figure 4:
Asia-Pacific countries
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cut its forecast of the regional output level for
2025 compared to its original 2021 estimate.”
The disruptions in global supply chains of
key commodities such as wheat, maize and
natural gas have led to a surge in inflation and
a subdued growth outlook.? Elevated food and
energy price inflation is likely to further widen
consumption inequalities in the region, and fiscal
policies to support vulnerable households may not
be sufficient to contain the negative distributional
implications. With narrow fiscal space and high
debt burdens, countries face a challenging path to
reverse the lasting impact of the polycrisis on the
region's development prospects.

1.1.1.Exposure of countries in Asia
and the Pacific to energy and
food price shocks

The severity of the current economic shocks on
countries in Asia and the Pacific is a function
of their exposure and vulnerability to crisis
and their capacity to cope. Several countries in
the region are net importers of fossil fuels and
food, and key trading partners of the Russian
Federation or Ukraine, or both (figure 4).°

Imports of wheat and fertilisers from the Russian Federation and Ukraine, selected

in Kyrgyzstan:

50/ of wheat imports (from
O the Russian Federation)

81 % of vegetable oil imports

99% of sugar imports

from the Russian Federation

\

0, imports
almost all 85 /0 to China
fertiliser imports )

to Mongolia (fromthe 0y imports to
Russian Federation) 75 /0 Kazakhstan

v

Sources: FAQ, Technical Briefing to FAO Members on the Impact of COVID-19 and the War in Ukraine on the Outlook for Food Security and Nutrition,
(Rome, 2022); WFP, Price Monitoring for Food Security in the Kyrgyz Republic, (4 November 2022).
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A preliminary economic assessment by ESCAP
shows that Cambodia, Pakistan, Solomon
Islands and Vanuatu are heavily exposed torising
energy prices because their net fuel imports
are equivalent to more than 3 per cent of GDP.
Similarly, Georgia, Kiribati and Solomon Islands,
are highly susceptible to food price shocks, as
net food imports in these countries account for
over 50 per cent of domestic supply.'® Underlying
food insecurity conditions further deepen
the impact of these price volatilities. Table 1
provides data on structural characteristics in
selected countries that affect the exposure to
global energy and food price shocks.

The continued importance of agriculture in the
region further increases the region's exposure
to fertiliser supply shocks. Agricultural land
accounted for 39 per cent of total land in Asia
in 2020, with almost one fifth in Landlocked

Figure 5:
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Higher energy prices pushed up prices of key
inputs in agriculture and other productive
sectors, particularly fertilisers and electricity.
The prices of nitrogenous fertilisers, a core
agricultural input, more than tripled from April
2020 to April 2022. They have since dropped,

Dairy

Developing Countries™, and about 30 per cent
of the regional workforce engaged in agriculture
in 2021."2 High agricultural input costs not only
disrupt the region's food production but also
put at risk the livelihoods of millions of people.

Commodity prices have eased globally, to
varying degrees, yet concerns remain as they
are still above historical average levels. Global
crude oil and food prices peaked in 2022 amid
lingering pandemic-related effects, geopolitical
disruptions and strained supply chains. In early
2023, Asian spot prices for liquefied natural
gas (LNG) eased.” With regard to food prices,
the FAO food price index showed an upward
trend in the wake of the pandemic and hit a
record high in March 2022 (figure 5). Despite
a significant drop in the index towards the end
of 2022, the food price index hit a new annual
all-time high in 2022.

Indices of prices for food and selected commodities since January 2020 (2014-

Jul-21 Oct21 Jan-22 Apr22 Jul-22 Oct-22

= \/egetable Oils e SUgar

FAO, World Food Situation, Available at: www.fao.org/worldfoodsituation/foodpricesindex/en/.

but remain well above the historical averages.™
Electricity = generation  costs  increased
substantially because of elevated prices of coal,
feedstocks, and gas. Given the critical role of
natural gas in fertiliser production, the high gas
price has led to export restrictions on fertilisers.
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Table 1:

Structural characteristics of selected Asia-Pacific countries that affect exposure to
global energy and food price shocks

% of
Net fossil Food agrifood Poverty Share of
Country GDP Inflation fueol Imports imports as % Imports headcount degl o
A ona | s as % total . | from the . unable to
classification |growth (%) | (%) merchandise . ratio at
energy imoorts Russian $2.15/day afford a
supply® P Federation/ : healthy dietf
Ukraine®
East and North-East Asia
China Other 8.1% 1.0% 22% 8% 23% 0.1% 12.0%
Mongolia LLDC 1.6% 7.4% -161% 14% 92.2% 0.7% 51.4%
South-East Asia
Indonesia Other 3.7% 1.6% -90% 12% 4.4% 3.5% 69.1%
Lao PDR LDC 2.5% 3.8% 18% 16% 15.4% 7.1% 79.8%
South and South-West Asia
Bangladesh LDC 6.9% 5.5% 29% 17% 5.8% 13.5% 73.5%
India Other 8.7% 5.1% 40% 5% 13.0% 10.0% 70.5%
Pakistan Other 6.5% 9.5% 39% 13% 4.5% 4.9% 83.5%
North and Central Asia
Georgia Other 10.5% 9.6% 79% 13% 92.3% 5.8%
Kyrgyzstan LLDC 3.6% 11.9% 35% 15% 71.3% 1.3% 49.6%
Pacific
Fiji SIDS -5.1% 0.2% 91% 20% 1.3% 60.4%
Kiribati SIDS 1.5% -1.8% 65% 44% 1.7%
Sources: a, b, d World Bank, World Development Indicators.
¢ United Nations, 2020 Energy Balances.
e UNCTAD, The impact on trade and development of the war in Ukraine, UNCTAD Rapid Assessment, (16 March 2022).
f FAQ, IFAD, UNICEF, WFP and WHO, The State of Food Security and Nutrition in the World 2022, Repurposing food and agricultural policies
to make healthy diets more affordable, (2022).
Note:  The data of structural characteristics pointing to countries’ increased exposure are marked in red.

1.1.2. Exposure to disasters triggered
by natural hazards and climate
change shocks

Countries in Asia and the Pacific are particularly
vulnerable to the impact of disasters triggered
by natural hazards and climate change shocks.
Based on the World Risk Index 2022, which
ranks 193 countries on their risk or experiencing
disaster or vulnerability to extreme natural
events such as earthquakes, tsunamis, flood
and drought, seven of the top ten countries with
highest risk are in the region.”™ The Philippines,
India, and Indonesia occupy the top three

positions. In the Pacific, Papua New Guinea,
Australia, Solomon Islands, and New Zealand
are at “very high” risk.

Climatic and disaster shocks take a heavy toll
on human life and economies. In the last two
decades, over 475,000 people lost their lives
as a direct result of more than 11,000 extreme
weather events globally and economic losses
amounted to $2.56 trillion.’® Figure 6 provides
estimates of the human and economic costs
of disasters triggered by natural hazards in
2021 across the Asia-Pacific region.
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Figure 6: Disasters triggered by natural hazards in Asia and the Pacific, 2021
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Source:  EM-DAT The international disasters database, 2021.

Across subregions, South-East Asia has
experienced the most disasters since 2019,
followed by South and South-West Asia
(figure 7). While the frequency of disasters
and total economic damage is lower in the
Pacific (figure 8), its economies and people are
acutely vulnerable to disasters, especially when
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are from floods

$52.4B

PACIFIC

1 6 of which 93.7% are
floods and storms

e
$3.6B

considering the number of deaths as a share
of the population. The Pacific experienced a
disaster-related fatality rate of 2.6 per million
people from 2011-2020, second only to South-
East Asia where the rate stood at 4.3 per
million people."’

Figure 7: Number of disasters in Asia and the Pacific, 2018-2022
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Figure 8: Total damages due to disasters in Asia and the Pacific, 2018-2021

60 -
. 50 - ==
)
S 40
2 —
2 30 -
S
= 20 -
10 A
B — — o
0 — o o o 1
2018 2019 2020 2021

—e— F[ast and North-East Asia

—— South and South-West Asia

—e— The Pacific

Source:  EM-DAT The international disasters database, 2021

1.1.3. Impact of energy and food
price shocks on countries and
people in the region

Global energy price increases led to higher
fuel prices for Asia-Pacific consumers
in 2022, with severe knock-on effects on
transport and electricity prices. This trend is
largely due to a high dependence on imported
fossil fuels in several countries in the region.
Figure 9 shows the effects of this energy
trade pattern on the current account balance

== North and Central Asia

South-East Asia

in selected petroleum net importing and
exporting countries. In Pacific Island countries
with a heavy reliance on petroleum imports,
fuel prices have surged from July 2020 to
August 2022, with estimates indicating a 118
per cent rise in Samoa, 83 per cent in Fiji, and
70 per cent in Tonga.'® In countries in South
Asia, the energy price shocks hit several
productive sectors and caused export losses.
In some Asia-Pacific countries, power outages
may also have led to the temporary closure of
schools and businesses.

Figure 9: Asia-Pacific countries experiencing widening current account deficits

Current account balance in selected petroleum net
exporting countries
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Many countries in the region have suffered related shocks are some of the factors driving
from double-digit food price inflation. The up inflation. Figure 10 shows inflation in 2022
Russian invasion of Ukraine, supply chain relative tothe two previous years. In South Asia,
disruptions, local currency depreciation, annual food price inflation surged by more than
increasing production costs, and climate- 20 per cent in the first three quarters of 2022.

Figure 10: Annual food price inflation in selected countries in Asia and the Pacific, 2020-2023
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Source:  Trading Economics (accessed on 14 February 2023).

Box 2 shows trends in food inflation and renewable energy consumption in Pacific Island countries.

Box 2: Food and energy trends in selected Pacific Island countries

The polycrisis has hit the Pacific Island countries especially hard as they import
most of their energy and food. Higher food and fuel import prices have resulted in a
significant negative terms-of-trade shock, with the biggest impact felt inimport-reliant
Pacific Island countries (i.e., all of them except Papua New Guinea, which exports
petroleum).? While the Asian Development Bank has revised upwards the subregional
economic growth projection for 2023 amid a rebound in tourism, sustained high
inflation in Cook Islands, Samoa, and Tonga weigh on recovery prospects.?’

Despite the urgent need for the Pacific to transition to renewable energy, during
2010-2019, the share of renewable energy consumption largely stagnated (figure
B). In fact, countries such as Fiji and Kiribati, which relied heavily on renewables in
2010, consumed less energy from renewable energy sources by 2019. Countries in
which renewable energy accounted for less than 10 per cent of total final energy
consumption saw little to no increase.

11
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Figure B: Renewable energy consumption in selected Pacific Island countries,

2010-2019
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The polycrisis has affected people within
countries differently, with high food and fuel
prices having uneven welfare implications.
Food and energy carry considerable weight
in the expenditure baskets of consumers,
particularly among vulnerable people and low-
income households. Since poorer households
spend a large proportion of their income on
food, households in the bottom 40 per cent of
the income distribution generally suffered a
bigger decline in real income compared to the
top 60 per cent group.?? In addition, average
real wage growth in the region in 2022 fell
below its historical average, slowing from 3.5
per cent in 2021 to 1.3 per cent in the first
half of 2022.%2 In Sri Lanka, struggling with
a mix of global economic headwinds and a

domestic political crisis, workers earning a
minimum wage experienced a 23.9 per cent?
decline in real wages between 2020 and
2022. Meanwhile, in the Philippines, a higher
proportion of poor households were forced to
reduce food consumption, compared to their
better off neighbours.?®> Energy prices also
had direct consequences on the daily lives of
people. In the Pacific Island countries, the price
shock hit urban and rural communities alike,
with people in urban areas spending more
on direct consumption of electricity and fuel
while people in rural areas experienced higher
transportation costs.?® Box 3 highlights the
impact of the polycrisis on food and fuel prices
in 2022 in Kyrgyzstan.

12
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Box 3: Impact of the polycrisis in Kyrgyzstan

Rising food and fuel prices eroded the ability of the most vulnerable people in
Kyrgyzstan to eat a nutritious diet. In the first ten months of 2022, average year-on-
year inflation for staple foods was recorded at 16 per cent. Meanwhile, prices of fuel and
lubricants surged by an estimated 33 per cent, pushing up transport costs and most
other prices. There is concern that the food crisis, together with an overall increase
in inflation, could push more households to further reduce their food consumption or
sell their assets. Further, the recent decline in international remittances, equivalent to
around 30 per cent of GDPR, is likely to reduce household income and increase poverty.

Table A:

Differences in average retail prices of selected commodities in

Kyrgyzstan during October-November 2022 compared with October 2021

and February 2020

Selected commodities

Compared to October 2021

Compared to February 2020

Wheat +59%

Cooking oil +7% +94%

Sugar +40% +127%
Petrol (A1-92) +7% +58% (compared to February 2021)
Diesel +45% +97% (compared to February 2021)

Source:

High energy and food prices can have adverse
consequences for women and children.
Livelihoods and health outcomes of women
can be severely affected in the current global
economic conditions, particularly on the heels
of the COVID-19 pandemic, which already
impeded progress towards Goal 5 on gender
equality.?” With women playing critical roles in
meeting their families’ energy and food needs,

13

World Food Programme, Price Monitoring for Food Security in the Kyrgyz Republic: Country Brief, (2020).

shocks in these commodity markets present
added pressure. Women are at risk of reducing
their food intake and compromise their nutrition
in crisis situations to benefit their families. In Sri
Lanka, food shortages have reduced access to
nutritious food for pregnant women, many of
whom have to survive on one meal per day.?®
High energy prices may be forcing families
in Asia-Pacific countries to revert to unclean
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cooking fuels, which pose health concerns for
women. Children and adolescents are also at
a high risk of malnutrition. In Sri Lanka, more
than 43 per cent of children under the age of
five suffered from nutrition problems in 2022.2°
UNICEF estimates that the Russian invasion of
Ukraine will push more than 4 million children
into poverty, including in Central Asia.®

1.2 Government, private sector,
and consumer responses to the
impacts of the polycrisis

Governments have taken urgent action to
address the socio-economic impacts of the
polycrisis. During the pandemic, large amounts
of public funds were diverted to the health
sector, forcing many governments to increase
their borrowing or cut spending in other areas.
Meanwhile, in response to the ongoing energy
and food crisis, many governmentsin the region

have introduced various further measures,
including subsidies, cash transfers, and price
controls, despite narrowing fiscal space and
the risk of debt crises in developing countries.®

In the first nine months of 2022, around 26
countriesinAsiaand the Pacificimplemented or
announced over one hundred policy measures
inresponse to the energy and food crises. Table
2 shows that subsidies were the dominant
measure (accounting for 36 per cent of the
total number), followed by trade measures
(26.2 per cent) and social transfers (16.5 per
cent). Based on available data on 60 policy
measures in 12 countries in the region, $96.2
billion was spent, with an average outlay of 0.9
per cent of GDP per country. In this smaller set
of countries, subsidies also accounted for the
biggest portion of total spending (68 per cent),
followed by cash and in-kind transfers (25 per
cent) among others.

Table 2:  Distribution of policy measures in Asia-Pacific countries in response to the energy
and food crises, by type of measure, January-September 2022
‘ Policy Measures (in percentage)
Countries Total Subsidies Transfers Labour Market Tax Trade
26 103 35.9% 16.5% 6.8% 14.6% 26.2%

Total Subsidies

Spending on policy measures (in percentage), based on 60 policy measures in 12 countries

Transfers

Labour Market Tax Trade

$96.2 billion 68.2%

25.0%

6.7% 0.1%

Source:

Some of the policy responses have inflicted
economic and social costs amid the
interacting and cascading shocks. Subsidies
and transfers have put pressure on public
finances, increasing fiscal deficits and public
debt. Public debt in developing countries rose
to 65.1 per cent of GDP in 2021, from 55.7 per
cent in 2019.2 The additional debt requires

Compilation based on Ugo Gentilini and others. Tracking Global Social Protection Responses to Price Shocks, version 3. (2022).

$311 billion, or 13.6 per cent of government
revenues, in 2022 to service. Trade-related
measures, such as export bans and quotas,
as well as import-facilitating efforts, caused
trade distortions that pushed up prices and
threatened food supply, weighing heavily on
import-dependent countries. To illustrate,
increases in world prices of 12.1 per cent for
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rice and 8.9 per cent for citrus fruits, observed in
June 2022, weredriveninpartbytradereductions
from top exporters of these commodities.®

While some of the measures may have
mitigated socio-economic impacts such as
extreme hunger in several countries in the short
term, it remains to be seen if they benefitted
the region's food systems in the longer term.

Adverse repercussions were also seen
from policy measures aimed at managing
pressures in markets that support domestic
food production and protecting consumers
from high energy prices. China's restrictions on
fertiliserexports,inplacefromOctober2021 until
the end of 2022**to ensure domestic availability
of fertilisers and food security, contributed to a
further tightening of global fertiliser markets.
Meanwhile, price subsidies, fuel tax cuts, and
other support measures for energy producing
and energy consuming enterprises have acted
as a brake on energy subsidy reform efforts
in the region. In response to record energy
prices, governments maintained or expanded
subsidies (Malaysia), reversed subsidy reform
efforts (Pakistan), and introduced subsidies
for the first time (Japan).®® To address energy
poverty in the face of high global prices, fossil
fuel subsidies also increased in countries, such
as Indonesia, Thailand, and Pakistan, which in
recent years had taken prudent steps to reduce
subsidies and reallocated funds towards
equitable policies.

However, budgetary pressures forced many
governments in the region to scrap or reduce
subsidies soon after they were introduced.
Many countries found targeted social welfare
schemes more effective and equitable to
address energy price inflation than universal
subsidies. On average, a monthly universal
subsidy of $1,000 was found to prevent just
one person from falling into poverty, compared
with 2.7 people when the same amount is
spent in the form of a targeted cash transfer.3¢

Companies’ and consumers’ steps to ease
financial distress have amplified negative
side effects on livelihoods and welfare.
Many farmers in the region have scaled back
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their use of fertilisers in response to the high
prices, which might reduce rice yields by 10
per cent or more and exacerbate food security
concerns.®” In Lao PDR, many rice farmers
have taken up other employment due to high
agricultural input costs®, while some Pacific
Island countries have seen a decline in cropped
areas. Some livestock breeders in the Pacific
have reduced stock amid rising costs of feed
while some fishers have reduced the use of
their boats to save fuel.*

Many consumers in the region have taken
actions that are likely to have negative health
consequences, as well as compromise their
future economic security and ability to cope
with future shocks. Faced with record high
food price inflation, 86 per cent of Sri Lankan
households have reportedly tried to cope by
eating less, eating less nutritious food, or
skippingmeals.**Anincreasein negative coping
strategies in Pacific countries in the second
half of 2022 was also noted, with households
reducing their expenditure on health and
education, depleting their assets (Samoa),
resorting to begging (Vanuatu), or switching
to cheaper, often less healthy food, among
others.#' Changes in energy consumption
patterns have also been reported in some
countries, with high LPG prices prompting
some consumers in Viet Nam to switch back
to cheaper, but dirtier, cooking fuels.*?

1.3 Impact of the polycrisis on

the SDGs

The polycrisis has adversely affected and
derailed development progress in Asia and the
Pacific, pushing the SDGs further out of reach.
Goal 7 (affordable and clean energy), Goal 2
(zero hunger) and Goal 8 (economic growth and
decent work) are strongly affected by the current
multiple crises. These goals are susceptible
to both the direct effects (ability of people to
afford energy and food) and indirect effects
(availability of resources to improve energy
and food security) of the polycrisis. Relatedly,
the mobilisation of additional resources for the
SDGs in developing countries framed under
Goal 17, a critical element for a resilient and just
recovery, has become more challenging.
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1.3.1.Impact on Goal 7 (affordable
and clean energy)

Setbacks in access to affordable, reliable, and
modern energy services. Before the pandemic
access to electricity in Asia and the Pacific had
been improving in urban and rural areas (figure
11). However, large gaps still existed in LDCs
and SIDS, where, on average, nearly 10 per cent
of the population had no access to electricity.
Onthe otherhand, primary reliance on clean fuel
technologies increased significantly between
2015 and 2020, although in rural areas half of
the population still ha