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Electrification

Energy production and distribution in rural areas in Tanzania is a promising business
opportunity

Rural electrification is a prior step for growth and poverty reduction 1

Sectoral policy and legal frameworks in Tanzania provide a good environment for
investments

Subsides for co-financing feasibility studies for production and distribution of renewable
energies available from the government and international donor agencies

Execution of a feasibility study

Decision makers evaluation of possible investments in electricity distribution and sale

Full bankable project proposal

Meeting requirements for possible subsides (government and international donors)

1Country development by the 2010 National Strategy for Growth and Reduction of Poverty II (MKUKUTA II), by
the Tanzania vision 2025, document setting the Country development objectives, as well as the National Energy
Policy.
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Energy sector in Tanzania

In Tanzania

low per capita consumption compared to African and world standards (85/432/2176
kWh) (1)

about 2% of rural areas and 37% of urban are electrified, less than 15% of the
population have access to energy (1)

large dependence of households on biomass energy

low density population

To increase access to electricity sectoral strategies and involvement of the private sectors are
the key priorities for the installation of rural distribution networks.
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Project background

Difficulties in investing in the energy sector in Tanzania

Lack of clear rules and responsibility for grid and off-grid renewable energy developers

Power sector dominated by the national electric company TANESCO 2

Low education in electricity usage and perspective

Power reform sector

REA3 for promoting and facilitating access to modern energy services (including off-grid
systems)

Small Power Producers Framework provides power-purchase agreements, standardized
tariffs, streamlined interconnections and licensing requirements

Regulation to sell excess electrical energy to the National Utility

Decentralized energy production and distribution as opportunity for investors and good
strategy for increasing access to sustainable energy

2Operating under the Ministry of Energy and Materials
3Rural Energy Agency (since 2007)
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Project area

Southern highlands of Tanzania

Abundance of untapped renewable energy resources (biomasses, water, wind, sunlight)

Demand for energy is expected to grow drastically

National priority for the development of agricultural, forestry and mining sectors

Increase of the agricultural productivity through the improvement of infrastructures 4

(government and donors’ international partnership for the development of the region)

Energy providers

TANESCO (TANzanian Electric Supply Company Limited)

national electric company

TANWAT (Tanganyika Wattle Company)

Forest development, production of tannin from wattle

Wooden construction materials

Energy production using residue biomasses

NGOs (CEFA, ACRA, ...)

4The area is part of the Southern Agricultural Growth Corridor (Davos 2011).
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Distribution

Selling to TANESCO

Sale of 100% produced

Chronic delay in payments about 3 months

Off-grid power plants

Possible subsides from donors per connection (WB/TEDAP Performance Grant
lump-sup amounting 500$ per single connection)

Independent on TANESCO tariffs and payment conditions

Low rural population access to electricity, meet a major portion of energy demand

Involvement of the local population/stakeholders (services established in consideration
of both investors and users’ specific needs)
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Commercial viability

Preparation of the feasibility study

Evaluation of opportunities for energy distribution sales

Production of a full bankable project proposal

Meeting requirements for possible subsides from government and international donors

Infrastructural drawings

budgeting for project implementation

Selection of the most appropriate business management model

Direct engagement into electricity distribution and sale to final users

Constitution of a company responsible for distribution and sale

Sustainability

User involvement in the management of the service (to undertaken possible social risks
related to the development)

Environmental and social Impact assessment (to identify migration measure)

Business plan and cash flow projection based on other studies implemented by this
project support

Large number of connections

Boost local enterprises
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Analysis of adequate technical solutions

Commercial viability of possible investment

Detailed biomass/water spring resource assessments

Identification of target villages to be connected (considering national grid, plans for
future extensions, and willingness/capacity to pay)

Detailed market survey (forecast energy demand)

Infrastructural drawings and BoQs (for work planning, budgeting, licenses, EIA)5

EIA license for political and legislative framework for the potential impacts of the project

Acquisition of required licenses and permission from EWURA6

Environmental license from NEMC7

Renegotiation of PPA8 with TANESCO (if necessary)

Most appropriate business management model for distribution lines

Budgeting for project implementation and execution, business plan and cash flow

Sensitization and consultation with population and local authorities

Negotiation and formalization of possible required MoUs with stakeholders

Possible Constitution of the institution company responsible of distribution

Tariff system

Resettlement action plan wrt national donors regulation frameworks

Formulation of bankable project proposal
5BoQ, Bill of Quantity. EIA, Environmental and social impact Assessment
6National regulating authorities
7National Environment Management Council
8Power Purchase Agreement
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Project development

Feasibility study

First stage to get data on business viability (volume of sales, tariffs, business plan)

Selects the most adequate management model and achieve involved stakeholder
consensus to proceed with the constitution of the required legal entity

Bankable project

The bankable project proposal is a precondition for the formalization of co-funding
agreement with government, donors and credit institutions.

A realistic business plan cannot be prepared if proper analysis is not carried out

Total investments costs

Forecast volumes of energy sales

Customers’ capacity/willingness to pay

Appropriate tariff scheme that includes additional costs (EIA, RAP, etc)

Compliance with national framework

Distribution lines need to comply with national laws and regulations

Involvement of the local population and local stakeholder in the governance of electricity
services

Into the governance of energy distribution and sale

In risks management related to social sustainability of the investment
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Project Team and Management

The group

Project staff (international and Tanzanian) and consultants ensure a multi-disciplinary
approach to the implementation of feasibility studies

Make sure of all aspects of sustainability (consultation with authorities and
representatives to anticipate possible social risks).

The individuals have good geographical and sectoral experience in Tanzania and
already (collaboration with universities in UK and Sweden)

The Project Manager has over ten year experience in management and coordination of
feasibility studies in developing countries and have already established an hydro-power
system and distribution lines in Njombe region (founded by EU, WB and private funds)

Project manager

Project manager and coordinator

Management of feasibility studies,
international development, NRM

Consultant statistics

Data management, statistics,
quantitative research methods

Consultant development

Community development facilitator.
Provides support for participatory
activities

Consultant resources

Forestry/basin resources assessment and
evaluation

Consultant infrastructure

Technical design of distribution lines

Consultant economy

Market survey and business planning

Consultant EIA

EIA and RAP
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Conclusions

Electrification of rural areas in Tanzania

Demand of energy is expected to grow in rural areas where less that 3% of the
population is connected

Off-grid power plants connect a larger part of the population which is an important
precondition for subsides

Involvement of the population undertake social and environmental risks

Social and geographical knowledge of the region is an important asset
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