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Abstract: This article describes the results of a study of Ecuador’s energy status, using the system
dynamics methodology to model supply, demand and CO2 emissions scenarios for the year 2030.
Primary energy production increased in the different projected scenarios, with oil as the most
important source of energy. The increase observed in final energy consumption was mainly associated
with the transport and industry sectors. A reduction in energy intensity was projected for the different
scenarios, which could be associated with the projected economic growth. The results obtained were
used to build a proposal for energy policies aimed at mitigating emissions. The proposed changes
to the national energy matrix could be the factors that will contribute most to the achievement of
carbon emission reductions projected by the different scenarios; changes in the energy matrix are
mainly associated with the development of projects to replace fossil fuels with renewable energies,
mainly hydropower.

Keywords: climate change; environmental sustainability; low-carbon energy; energy governance;
energy policy; renewable energy

1. Introduction

As more and more extreme weather events occur across the world, global climate risks are
intensifying. In recent years, most meteorological phenomena have been blamed for global warming [1].
The impacts of global warming generate large investments in the global economy, mainly for developing
countries with little capacity to generate foreign exchange [2,3].

To prevent substantial changes in ecosystems from occurring, global CO2 emissions must decrease
significantly by 2030. Although the intensity of the production of greenhouse gases has been reduced
to some extent, this decrease is not taking place quickly enough to achieve a transition towards
environmentally sustainable production and consumption, which favors an increase in the level of
carbon emissions and the acceleration of climate change [1].

According to information from the United Nations, the latest estimates attribute seven million
deaths to air pollution, which is currently one of the main general risk factors for human health
worldwide, overtaken by problems of high blood pressure, diabetes and smoking [4].

Global energy-related CO2 emissions increased by 1.7% in 2018 and reached a historical maximum
of 33.1 Gt [5]; this growth contrasts with reduction commitments to meet the objectives of the Paris
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Agreement on climate change. The use of renewable energy in the production of electrical energy in
the United States has contributed to a reduction in emissions [6].

Between 1989 and 2014, the use of fossil fuels remained constant, the demand for oil decreased
by 6%, while the consumption of natural gas and coal increased by 2% and 3%, respectively.
Bioenergy covers 10% of the world’s energy demand [7].

The global energy demand worldwide grew by 2% in 2017, according to preliminary estimates
by the International Energy Agency (EIA), more than double the growth rate in 2016. According to
the 2019 edition of BP’s Energy Outlook which analyzed a scenario of energy consumption by 2040,
the world will demand 17,865.82 Mtoe [5]. The growth in energy consumption from 1996 to 2007
reached almost 58% and the projection made by BP foresees an increase of 32% by 2040.

India and China are the countries with the highest growth in energy demand in the world [8].
Transparent energy policies regulate the power generation capacity of nations [9]. The increase in
energy demand is focused on improving living conditions and global economic development.

In 2018, world economic growth remained stable at around 3% [1]; between 2017 and 2018,
high-income economies expanded at a constant rate of 2%, while upper–middle income economies in
the East and South Asian regions followed a relatively strong growth path with an average growth of
5.7% [10].

Prospects for global macroeconomic development must urgently take concrete political action to
achieve sustained economic growth sustainably. The investigations of [11–20] establish that energy
consumption is related to economic growth.

The efforts of an international collective action aimed at the administration and distribution of
energy resources, as well as the provision of energy services in the form of global energy governance,
have been proposed to provide a clear picture of the challenges related to energy use [21].

In recent years, energy governance has become an important and new field of research in
international studies. It has sought to understand how the energy sector is regulated, for whom
and with what consequences. Energy security uses indicators for governance. The related research
has used quantitative indicators for topics such as quality of government, competition, transparency
among others [9,22–24]. Indicators have been established in the energy sector to be used in energy
governance. [25] This establishes energy policies related to planning and development, energy tariffs
and subsidies as effective indicators of governance.

There are other important quantitative indicators to understand the context of the energy system
and the options available to reduce future carbon emissions. These include basic factors such as the
population wealth and the climate of the city along with energy indicators: the price of energy in
each city and the relative proportion of any tax or levy; the carbon intensity of fuels the objectives
established by each city for the reduction in greenhouse gas emissions; the annual energy demand [26].

An analysis of energy consumption and economic growth in Ecuador conducted by [27] indicated
that, until the 1970s, the country mainly had an agro-export model; by 1937, a transition had begun
that led to an oil-producing model in the country. At that time, oil production was more than three
times higher than oil consumption which led to significant changes in the country’s technification.

Ecuador is an oil-producing country; as its financial resources are limited, investment in renewable
energy has focused on hydroelectric energy. Ecuador has important challenges regarding the exploitation
of its natural resources and the conservation of its ecosystems [8].

The main oil fields in Ecuador are in the Amazon region, where biodiversity and the fragility of
ecosystems impose technical and economic challenges in relation to their exploitation. For a long time,
the natural gas associated with oil production was ventilated and burned instead of being utilized,
releasing significant amounts of CO2 and other pollutants into the atmosphere [8].

By world standards, Ecuador’s oil industry is relatively modest; its proven oil reserves are
approximately 8000 million barrels [28]. Despite this modest classification, the oil sector plays a
prominent role in the country’s economic policy and welfare, representing about 50% of export earnings
and about a third of all fiscal revenues. Clean energies have had a minimal contribution in the primary
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energy matrix, except for hydroelectric energy production, which increased by 115% between 2000
and 2016 [29]. The total final energy production between 2000 and 2016 maintained a regularity of
around 71,000 KBOE. It is important to highlight how, from 2014, electricity became the main final
energy source in Ecuador [30].

Global warming is palpable in Ecuador; in recent years, there has been a reduction of about 40% in
the glaciers of the Chimborazo, Cotopaxi and Antisana volcanoes [8]. To address this problem, since 2012,
the ‘Climate Change Strategy’, developed by the Ministry of Environment and socialized within
municipalities, has been implemented. The plan includes three aspects: adaptation, mitigation and a
reduction in emissions from deforestation [31].

Renewable energies have become the fastest growing energy source, representing about a quarter
of the global electricity generation [32]. Their participation is expected to grow as there is an increase in
the electrification of the end-use sectors [33]. Since 2016, electricity has generated greater investments
than the oil and gas sectors [34].

The costs of producing renewable energy have decreased, becoming a major driver of change.
In the last 10 years, the average cost of electricity generated from photovoltaic and wind solar energy
decreased by more than 70% and 20%, respectively. By 2020, the average cost of electricity generated
by solar and wind sources will be the lowest on the market [35]. This competitive advantage is the
result of technological progress and increased investment in this sector. Hydropower and geothermal
energy have also shown competitive costs since they have started to operate [36].

Several countries are switching to renewable energy because they want to be less dependent on
imports of energy from oil and gas. Several of the major oil-producing countries have set targets to
increase renewable energy generation. The United Arab Emirates, by 2050, expect 44% of their energy
mix to be made up of renewable energy and a 70% reduction in their carbon emissions [36].

Renewable energies bring macroeconomic advantages; the expectations for 2050 are that the cost
of production will go from 5% to 2% of the world GDP [37]. To achieve energy and decarbonization
goals, countries promote the use of renewable energy and energy efficiency [38,39].

Energy and climate change policies should not be complicated and clean energy must be provided
at a competitive cost aimed at reducing emissions [40]; it is necessary to review and reorient fuel
subsidies and direct funds towards developing new technologies to mitigate environmental problems,
and countries must plan energy transition policies that promote the use of renewable energy [41].
The European Union has proposed policies for an energy transition focused on reducing emissions,
developing clean energy and energy efficiency [42].

It is necessary to develop a coherent and comprehensive governance system that can address
general sustainability constraints and implement long-term objectives [43]. Designing a coherent
energy and climate policy will require a clear political objective that aims to reduce carbon emissions
and adapt the energy system to the impacts of climatic variability and change [27,44]; this energy
policy must be based on research to enable the proper planning, decision making, implementation and
evaluation of its objectives.

This article describes and tests an approach for estimating energy production, final energy demand
and proposed energy policing aimed at reducing CO2 emissions in a newly integrated assessment
framework that focuses on the biophysical and economic dimensions and interactions that arise during
energy transitions. System dynamics is a perspective and set of conceptual tools that enable us to
understand the structure and dynamics of complex systems, as well as a modelling method that enables
us to build formal computer simulations of complex systems [45].

2. Materials and Methods

This section describes the methodology we developed to estimate the final energy supply and
demand for the sector in Ecuador. A method has been developed based on the top-down projection of
the evolution of final energy demand by the economic sector. The input–output analysis is based on a
matrix that describes the supply and demand of energy between different sectors. Its combination with
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environmental aspects allow us to assign a specific final energy consumption per unit of monetary
production to each sector in the search for low-carbon energy governance.

2.1. Model Description

This research has a two-part methodology that includes a literature review and evaluation and a
scenario analysis using system dynamics (SD). System dynamics originated in control engineering
and automation to determine a structure with different, interrelated input and output flows to fill or
drain (respectively) different stocks. Two variables, connected by a causal link, can change in the same
direction (positive relationship) or in opposite directions (negative relationship). In a positive—or
reinforcing—feedback loop, growth in the first variable causes growth in the second variable, but growth
in the second variable also causes growth in the first variable [46].

SD analyzes complex socio-ecological systems and is considered a feasible resource for thinking
about sustainable futures [45]. SD models are used to simulate dynamic behavior over time [46]. SD is
recreated by the explicit mapping of information transfers between stocks and flows to model feedback
interactions [47]. The energy perspective is an indispensable tool to determine and analyze the most
probable future scenarios for an energy system. Future energy demand and composition scenarios
have implications for political decisions [48].

The system dynamics methodology has been widely used to model complex systems in which
feedback, delays, and nonlinearities are frequent [47,49]. Some of these applications have been aimed at
modelling energy and environmental systems [45,50,51], as well as integrated evaluation models [5,6].
From all the analyses of the literature review, it is understood that low-carbon energy governance will
help accelerate the shift to a sustainable energy matrix in Ecuador. The historical data series used in
the research was taken from the information collected from the national energy balances [29,52–55].

2.2. Scenario Analysis

Our design shows the energy perspective and the production of CO2 emissions in Ecuador.
Three scenarios were developed to show the relationship between the energy mix, economic growth
and emissions in Ecuador. The design of these scenarios allows us to predict the evolution of the
variables and, in turn, helps to generate energy policies and project the reduction in CO2 emissions.

The Business as Usual (BAU) scenario projects past trends and those that will continue [49].
The National Policies (NP) scenario proposes the prioritization of the use of renewable energy sources,
promotes the use of hydroelectric energy and replaces inefficient thermal generation. The massive
implementation of efficient lighting in homes and public roads is proposed. This scenario also
suggests the replacement of equipment with newer models that have a higher energy consumption.
The replacement of LPG with electricity is proposed, with the implementation of induction cookers
and execution of energy management systems in the main industries. The scenario also promotes
the realization of a sustainable transport system that uses electricity and not hydrocarbons as the
main source of energy; it also raises energy sovereignty as one of the pillars of a new energy matrix.
The Global Policies and Trends (GPAT) scenario considers multilateral environmental agreements and
global macroeconomic prospects for sustainable development, and replacement strategies for clean
energy and energy efficiency. It considers the projections or trends of the reports of organizations such
as the Intergovernmental Panel on Climate Change (IPCC), International Energy Agency (IEA), and BP,
among others.

2.3. Modelling and Simulation

The model is divided into four main modules: economy, energy demand, energy availability,
and climate/emissions. The conceptual schematic description includes the main relationships between
the different modules. The main characteristics of each module are:
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• Economy: the economy is modeled, assuming demand-driven growth and the complementarity
of the sector. Therefore, production is determined by final demand and economic structure,
combined with supply-side constraints, such as energy availability.

• Energy demand: final energy demand by sector is estimated through the projection of sector
economic production and sector final energy demand, considering efficiency improvements and
inter-final energy replacements driven by policies and physical scarcity.

• Energy availability: this module includes the potential and availability of RES and non-renewable
energy resources, considering the biophysical and temporal limitations. In particular,
the availability of non-renewable energy resources depends on both stock and flow limitations.
In total, 5 energy sources and technologies are considered, and 9 final energies (electricity, solids,
gases and liquids), with a technological breakdown. The modeling of energy availability is mainly
based on the previous WoLiM model [56].

• Climate/emissions: the global model calculates the levels of CO2 emissions generated by the final
amount of energy used in Ecuador.

The evolution and integration of the model across modules requires, for each time step, the energy
demand and supply to be balanced dynamically. The system was designed to establish energy policies
and CO2 emissions in Ecuador in 2030. The traditional energy resources of the country are also
considered. The impact of economic growth on energy consumption and CO2 emissions is analyzed.
The flowchart of the economic–energy–carbon emissions system is shown in Figure 1. The energy
consumption of each of the economic sectors generates CO2 emissions.
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3. Results

The results obtained in order to simulate the scenarios of supply and demand for energy and the
production of CO2 emissions in 2030 are shown in Table 1. In all the projected scenarios, an increase
in primary energy production is observed; this increase is greater in the NP and GPAT scenarios
because these scenarios consider energy exploitation and production policies. In the NP scenario,
energy policies continue with oil exploitation and the construction of new hydroelectric projects [57].

Table 1. Results obtained through the dynamics model for different energy variables and CO2 emissions
for 2016 and the Business as Usual (BAU), National Policies (NP) and Global Policies and Trends (GPAT)
scenarios for 2030.

Variables
Simulated Scenarios to 2030

2016 BAU NP GPAT

Primary energy production (KBOE) 117,987.00 151,219.00 225,901.00 195,145.00
Final energy demand (KOB) 86,400.80 184,345.00 134,193.00 103,521.00

PIB per capita (USD 2007 per habitant) 4355.61 6223.09 6648.99 6283.12
CO2 emissions (KT CO2) 36,073.50 75,182.60 43,938.30 42,191.40

Carbon emissions per capita (TCO2) 2.20 3.89 2.33 2.46
Carbon emissions/GDP (kgCO2/USD 2007) 0.51 0.63 0.35 0.39
Energy intensity (BEP thousands USD 2007) 1.21 1.51 1.07 0.96

A breakdown of primary energy production by sector can be seen in Figure 2, revealing that
obtaining energy from oil is the most important source in all the scenarios considered. However,
a significant increase in the contribution of energy from hydroelectric sources and natural gas can
be observed. Ecuador’s energy mix was mainly based on the use of non-renewable sources; the use
of renewable energy generation technologies is the least developed and is related to the launch of
large-capacity hydroelectric plants, as their greater participation is expected.
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Figure 2. Primary energy production, Business as Usual (BAU), National Policies (NP) and Global
Policies and Trends (GPAT) scenarios for 2030.

An increase in final energy demand by 2030 can be observed (Table 1). This will increase by
3.3 times in the BAU scenario if the current characteristics of energy consumption are maintained,
which projects high and inefficient consumption. Maintaining current consumption habits would
require Ecuador to significantly increase energy production; one should even consider importing
hydrocarbons due to the incredibly high national energy demand. The lower projections raised by
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the PN (National Policies (NP) scenario) and PYTM (Global Policies and Trends scenario (GPAT))
scenarios, reducing the energy demand by 2.6 and 1.8 times, respectively, could be associated with
a government policy to replace energy sources and improve energy efficiency. The BAU scenario
projection shows a final energy demand of 184,345 KBOE. The NP and GPAT scenarios project an
energy demand of 134,193 and 103,521 KBOE, respectively; this is due to the higher efficiency of
electrical energy (Figure 3).
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Figure 3. Energy demand, Business as Usual (BAU), National Policies (NP) and Global Policies and
Trends (GPAT) scenarios for 2030.

A more exhaustive analysis of final energy consumption indicates, for the National Policies
scenario (NP) and Global Policies And Trends scenario (GPAT), that 20% and 54%, respectively
(Figure 4), of the total use would be in the transport sector, a sector that has been characterized by its
inefficiency in the use of energy, mainly due to its use of fossil fuels.
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Figure 4. Distribution of energy demand by sector for 2016 and the Business as Usual (BAU),
National Policies (NP) and Global Policies and Trends (GPAT) scenarios for 2030.

The projected reduction in relation to the BAU scenario is probably the result of the promotion of
the use of biofuels and the use of electricity in mass passenger transport nationwide. Another sector
that shows an increase in final energy consumption is the industrial sector, for which an energy
transition has been proposed—a change in production equipment.
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The projection of the model for GDP per capita foresees increases of 128% and 123% for the
National Policies scenario (NP) and Global Policies and Trends scenario (GPAT) (Table 1); however,
economic growth would be relatively low, even for a region, as currently the average region value is
USD 9270, and Ecuador barely reaches half that value. Currently, the GDPs of North America exceed
USD 58,000 and the GDPs of the European Union exceed USD 33,000. The projections for 2030 foresee a
moderate growth worldwide and this would only amplify the gap that Ecuador must solve; therefore,
a structural change in the economy focused on sustained and equitable long-term economic growth is
essential [58].

The proposed changes in the national energy matrix and the substitution of the type of energy
could be the factors that contribute most to the achievement of a reduction in carbon emissions projected
by the National Policies (NP) and Global Policies And Trends (GPAT) scenarios (Table 1). In relation to
the maintenance of exaggerated current trends, emissions in the BAU scenario will increase by 2.7 times
by 2030. If Ecuador does not implement measures in relation to consumption and energy sources,
CO2 emissions will continue to increase, especially if it does not adopt the use of more efficient and less
pollutant energies, not like those currently used, which are mostly of fossil origin. The implementation
of measures for the proposed scenarios would favor reductions of 44% and 38% in the ratio of CO2

emissions to GDP for the National Policies (NP) and Global Policies And Trends (GPAT) scenarios
compared to the increase observed for the BAU scenario by 2030 (Table 1).

The energy intensity projections for the National Policies (NP) scenario and Global Policies and
Trends scenario (GPAT) project a reduction in relation to the current values as well as an expected
increase for the BAU scenario (Table 1). [59] It has been proposed that economic growth goes hand
in hand with the efficient use of energy and, in the Ecuadorian case, changes in the energy matrix
have been contemplated mainly due to the development of projects for the replacement of fossil fuels,
with renewable energy being represented by hydroelectric energy. Ecuador mainly presents inefficiency
indicators in the transportation and industry sectors [29]; if current conditions are maintained,
Ecuador will continue to be an inefficient nation in relation to energy use.

4. Discussion

Considering the simulation results, Ecuador shows an energy inefficiency in the transportation
and industry sectors. Using the BAU, National Policies (NP) and Global Policies and Trends (GPAT)
scenarios for 2030, we can analyze the energy policies that will serve as the basis for the design of energy
governance aimed at mitigating emissions and improving national energy efficiency. These three
scenarios allow us to establish the effects of energy governance and environmental sustainability on
Ecuador through appropriate energy policies.

After examining the role of the world’s leading institutions in the area of energy governance,
intergovernmental organizations create multilateral banks and global action networks. Existing forms
of global governance coincide with the scope of the global energy challenges. The urgency of effectively
implementing global energy policies to address nations’ geopolitical tensions and economic changes
compels researchers to investigate global energy governance [21,60]. The efforts of international
collective action aimed at the administration and distribution of energy resources, as well as at the
provision of energy services in the form of global energy governance, could provide a clear picture of
the energy-related challenges.

Energy efficiency seeks to reduce energy waste and expenses along the energy chain,
reduce dependence on energy imports, mitigate damage to the environment and improve a country’s
productive efficiency. Effective energy efficiency intervention requires several strategic actors in the
energy industry, including consumers and authorities [61].

When considering scenarios with better economic prospects and lower energy consumption,
energy intensity tends to be reduced, which reduces the amount of CO2 emissions. By increasing the
proportion of renewable energy, we can see how this reduces CO2 emissions.
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Fossil fuels are the main source of energy consumption in Ecuador. Efforts to improve Ecuador’s
energy efficiency have not achieved the expected results, making it urgent to improve the energy
efficiency of different sectors, which would contribute to reducing expenses throughout the energy
chain, reducing emissions and improving the country’s productivity. A reduction in CO2 emissions is
feasible if the use of an energy mix is considered, utilizing Ecuador’s hydroelectric potential and other
renewable sources.

Ecuador has begun a transformation in the energy sector, departing from a dependence on fossil
fuels for electricity generation to complete self-sufficiency through hydroelectric power. The country is
also improving its energy transfer infrastructure to allow the more efficient transportation of massive
high-voltage loads.

Considering Ecuador’s hydroelectric potential, the combination of a higher proportion of
hydroelectric power and other renewable sources would allow a smaller amount of CO2 emissions to
be generated. Finally, there are projections that consider that increases in the share of hydroelectric
power by 50% and 70% would result in a decrease in carbon emissions to 27.36 and 15.03 MtCO2,
respectively, instead of the 37.10 MTons currently projected, which shows that the road to follow is the
one with the greatest use of renewable energy [57].

Transportation growth is inevitable; therefore, transportation management must be optimized.
In this sector, it is necessary to improve the quality of fuels. The replacement of inefficient or obsolete
technologies under new projects by using energy from renewable sources is essential. The use of
passenger transport should be promoted, as well as the substitution of fuels to modify energy intensity
due to its higher level of efficiency.

In the industrial sector, it is necessary to change the energy sources used, and this sector must
migrate towards renewable energies. Inefficient equipment such as motors, pumps or boilers must be
replaced; cogeneration systems must be included, and energy management systems must be applied.

National policies for the efficient use of energy in buildings must be regulated and created,
based on habitability criteria, to promote the replacement of high-energy consumption equipment,
optimize public lighting, and strengthen the energy efficiency program for induction cooking and
heating water, which does not use fossil fuels.

A variety of responses have been noted in the literature when analyzing the relationship between
economic growth and CO2 emissions for different countries; some studies have indicated that economic
growth has a causal relationship with the variation in CO2 emissions [17,18,20,62–67]. Other studies
indicate that there is a two-way relationship between economic growth and CO2 emissions. In the last
two years, the global economy has grown, according to a report by the International Energy Agency
(IEA); however, CO2 emissions have not increased at all, indicating that there is no clear link between
economic growth and the growth in CO2 emissions [1,68].

The relationship between CO2 emissions and economic growth makes it possible to formulate
energy policies and promote the use of renewable energy resources [69–71]. Research has allowed us to
realize that, currently, in developed economies, the influence of economic growth on CO2 emissions is
lower. On the other hand, in developing countries, this relationship remains strong because economic
growth is prioritized over environmentally friendly production processes, but this approach does not
consider the type of resources used or the effects that will appear in the future.

5. Conclusions

Greater investment in the development of renewable energy projects would contribute to the
mitigation of CO2 emissions and lead to better care of our environment for future generations [27].
After performing an energy analysis, we found that, between 1979 and 2015, in Ecuador,
economic growth was promoted by energy consumption, particularly by economic growth in the
primary, secondary and tertiary economic sectors, and that there is a causal relationship that associates
the consumption of oil and hydroelectricity with economic growth.
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The increase in energy consumption in Ecuador affects the economic situation of the country;
large subsidies are granted in relation to the consumption of electrical energy. Ecuador is an exporter
of crude oil and an importer of petroleum derivatives, both of which generate expenses for the national
government. To achieve a more sustainable development dynamic, the price of petroleum-based
energy should be increased, especially when used for unproductive activities, while the consumption
of renewable energy, especially oriented to the industrial sector, should be subsidized.

A scenario of significant economic growth would allow for investment in projects related to the
mitigation of CO2 emissions. In order to achieve sustainable economic growth and maintain a good
relationship with our ecosystem, the growth of production and the commercialization of products
must be accompanied by investments in constant improvements in all economic activities to reduce
pollution to the minimum amount possible in Ecuador.

Economic projections do not predict encouraging scenarios for Ecuador, so it is necessary to
establish energy policies that improve the wellbeing of Ecuadorians. On the other hand, if we consider
the scenarios that preview greater economic growth and the use of renewable energy, we will realize
that, over time, this relationship is not as close as in the past. The economic recovery of Ecuador and
the promotion of greater investments in innovation and technological development will be necessary
in the fight to mitigate CO2 emissions and take care of our environment for the future generations.

To achieve sustainable economic growth and maintain a good relationship with our ecosystem,
the growth of production and the marketing of products must be accompanied by investments in
constant improvements in all economic activities to reduce pollution to the minimum amount possible.
Maintaining the policies that have been implemented and incorporating others will allow Ecuador to
maintain progressive economic development, which currently aims to invest in new technologies and
in projects focused on the use of clean energy and caring for the environment. Replacing non-renewable
energy with clean energy and designing energy policies focused on climate change must go hand in
hand, projecting a more encouraging image for the future of CO2 emissions in Ecuador.
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