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I. INTRODUCTION

The Second Regional Conference of African Ministers Responsible for the

Development and Utilization of Mineral and Energy Resources in Africa, with

the main theme focusing on « Strengthening cooperation among development

actors in the sustainable development and utilization of mineral and energy

resources in Africa », was held at Durban, South Africa from 21-22 November

1997.

Traditionally, ECA Secretariat would have to prepare and present a report on

the Progress made in the implementation of the recommendations of the

Durban Conference to the third session of the Conference.

However, according to the resolution 826 (XXXII) on the Reform of the

Intergovernmental machinery of the Economic Commission for Africa

adopted by the Conference of Ministers at its Twenty-Third Meeting, the

Committee on Natural Resources and Science and Technology will

subsume the functions performed by the African Regional Conference on

Science and Technology and the Conference of African Ministers responsible

for the Development and Utilization of Mineral Resources and Energy.

The Committee, composed of experts in these fields, will serve as a forum for

the promotion of cooperation among African countries in the areas of science

and technology and development of natural resources and for providing advice

on science and technology issues relevant to the development of member

States. Like the Conference of African Ministers responsible for the

Development and Utilization of Mineral Resources and Energy, the Committee

will meet on a biennial basis.

This is why the ECA Secretariat will have to report to this first meeting of the

Committee on the implementation of the Durban Declaration on Subregional

and Regional Cooperation in the development and efficient utilization of

Energy and Mineral Resources in Africa to be presented at this first meeting of

the Committee.

This paper revisits the main recommendations of the Durban Conference

regarding the energy sector and activities conducted in their implementation by

member States, subregional economic communities (RECs), ECA and other

subregional, regional and/or international institutions.
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I. MAIN RECOMMENDATIONS AND THEIR

IMPLEMENTATION

It is worthy to note that the main outcome of the Second Conference of African

Ministers responsible for the development and utilization of mineral and

energy resources held in Durban, South Africa from 21-22 November 1997

was the « Durban Declaration on Subregional and Regional Cooperation

for the development and efficient utilization of Energy and Mineral

Resources in Africa » (see Annex I for ease of reference).

The recommendations made by the Durban Conference fall under two

categories, which coincide with the main objectives of the Conference:

(i) work out practical modalities for effective and efficient cooperation

among African countries in the field of mineral and energy resources

development and utilization ; and

(ii) Facilitate the establishment of a constructive dialogue between

government policy makers and the private sector.

On the implementation of the recommendations made in the energy sector, the

paper reviews the main initiatives taken not only by ECA, but also those taken

by member States, the RECs, other regional and/international institutions, such

as the OAU, the ADB, the World Bank Group and the World Energy Council

(WEC), and presents them under the two following headings (see Annex II for

ease of reference):

(i) Mechanism for harmonizing and promoting effective cooperation for

energy development programmes in Africa ; and

(ii) Modalities for promoting increased finance and investment flow into the

African energy sector.

II. 1 Mechanism for harmonizing and promoting effective cooperatio

for energy development programmes in Africa

II. 1.1 - Recommendations

Member States were called upon, inter-alia. to:

intensify intra-regional cooperation in energy trade;
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adopt an integrated approach in the design of energy policies and

programmes;

exchange experiences in energy projects;

cooperate in human resources development;

promote cooperation among public and private sectors in the

manufacturing of electrical equipment;

establish a data base covering energy potential, development and

utilization;

identify energy projects that can promote regional cooperation and

integration.

II. 1.2 - Activities

In the implementation of those recommendations, member States and a number

of subregional, regional and international organizations were involved. The

main thrust of the ECA Secretariat has been to coordinate and monitor the

progress made in the implementation made at the national, subregional and

regional levels. In this contxt,

A. Intensification of intra-regional cooperation in energy trade

The ECA Secretariat has been following up the activities undertaken at the

country and subregional groupings levels. Most of the programmes aimed at

promoting intra-regional energy trade, particularly electric power, are initiated

by the utilities themselves. For example, Eskom, the South African utility, has

held discussions with the Societe Nationale d'Electricite (SNEL), the utility of

the Democratic Republic of Congo (DRC) on the possibility of connecting the

huge Inga hydroelectric facility through Angola and Namibia. The South

Africa connection has been the subject of previous discussions between Eskom

and DRC. Electricite de France (EDF) and Eskom were expected to present a

feasibility study for the refurbishment of the Inga I and Inga II hydropower

stations by end ofMay 1999.

Power pooling is gaining momentum with the Southern African Power Pool

(SAPP) in its fourth year of operation, and the implementation of the West

African Power Pool (EEOA) which has already started in the West African

Economic and Monetary Union (UEMOA) and in the Economic Community of

West African States (ECOWAS). ECA has contributed to commissioning the

study on the interconnection of electrical grids in the West African subregion.
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The SAPP has created a good framework for cooperation in the SADC

subregion that could lead to significant future investment in the electricity

supply industry, contribute to regional integration through energy trade and put

all participating countries/utilities into a mutual beneficial trading partner

relationship. All continental SADC utilities, as empowered by their respective

governments, are SAPP members. The countries involved are: Angola,

Botswana, Democratic Republic of Congo, Lesotho, Malawi, Mozambique,

Namibia, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe.

The West African Power Pool (EEOA) in the ECOWAS/UEMOA subregion is

becoming a reality with Benin being connected to the Nigeria electricity

network, allowing Nigeria to be linked to the CEB (Communaute Electrique du

Benin, comprised of Benin and Togo), Ghana, Cote d'lvoke, and Burkina Faso

while it is already linked to Niger.

The potential electric power market in eight West African countries ; i.e., Cote

d'lvoire, Ghana, Togo, Benin, Nigeria, Mali, Burkina Faso and Niger, the

electric power market and development prospects in West Africa was

characterized by : some 180 million consumers, 8,300 MW installed generating

capacity (300 MW in the Sahelian member countries), 3,000 MW under

implementation, 2,800 km inter-connection HV (132-330 kV) transmission

lines are under implementation, and 4 million clients, about 75 percent of

whom are in anglophone countries.

With the construction of the West African gas pipeline to export Nigerian gas

to Ghana and supply en-route to Benin and Togo, and the signing of a

Memorandum of Understanding between Ghana and Cote d'lvoire on a gas

pipeline linking the two countries, intra-regional cooperation in energy trade in

natural gas will soon become a promosing reality.

B. Establishment of energy data bases

Within the context of its programme of work for the biennium 1998-1999, the

ECA Secretariat will soon carry out a study on the « Review of Projection

Models for Africa's Energy and Power Demand and Supply», and propose a

forecasting model that could be applied at the national, subregional and

regional levels. The proposed projection model and availability of accurate

data are expected to have an important impact on optimizing energy decision-

making.
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These tasks are being performed in compliance with one of the

recommendations of the Durban Conference which calls upon the ECA

Secretariat to coordinate the activity related to the establishment of a data base

covering energy potential, development and utilization and ensure its

accessibility to potential investors.

A number of institutions are also carrying out activities geared towards

strengthening data collection, collation and modeling exercises. For example,

the African Development Bank (ADB) has developed energy planning tools

within its African Energy Programme ; those energy planning tools are being

applied in the West African Economic and Monetary Union (UEMOA). Also,

the World Energy Council is developing its Africa Energy Information System

(AEIS) within its WEC Africa Regional Programme, which would integrate the

WEC Global Energy Information System (GEIS). In addition, one of the initial

activities of the African Energy Commission (AFREC) to be established within

the OAU/AEC Secretariat is the establishment and maintenance of an Energy

Information System and Energy Data Base Network. The expected outputs

are to get: (i) planning tools finalized and operationalized in RECs; and (ii)

energy balances and forecasts prepared and updated annually.

It was proposed to organize a workshop in which all those forecasting models

and energy information systems in which the institutions and persons involved

in their development could define the most appropriate ones to be proposed for

application at the national, subregional and regional levels in Africa.

C. Contribution to the WEC's Africa Regional

Programme Workshops

Expert Group Meeting on « Transfrontier Energy Cooperation in Africa »

The World Energy Council (WEC) has organized in collaboration with the

Egyptian member Committee, the First Expert Group Meeting on

« Transfrontier Energy Co-operation in Africa », in Cairo, Egypt from 7-8

February 1998. ECA contributed a paper entitled « The ECA role in promoting

inter-country cooperation in the energy field in Africa» which reviewed

existing and on-going energy projects aimed at promoting regional co

operation within the framework of protocols on energy. The paper succinctly

reviewed experiences of inter-country co-operation in the electrical power

subsector such as the Southern African Power Pool (SAPP) in the SADC

subregion, the interconnection of electrical grids in the ECOWAS and

UEMOA member States in the West Africa subregion. Pre-feasibility study on

the interconnection of electrical grids within CEPGL (Burundi, Democratic
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Republic of Congo, and Rwanda) and Kagera Basin Organization (KBO)

comprising of Burundi, Rwanda, Tanzania and Uganda was commissioned by

ECA.

ECA with other African Regional Organizations i.e., ADB and OAU, in

partnership with the World Energy Council (WEC) was involved in the process

of establishing the African Energy Commission (AFREC) aimed at better

harmonization and co-ordination of subregional and regional energy

programmes and reinforced partnership.

Workshop on «Information: The Quest for Africa's

Energy Data Optimization »

ECA has participated in the 4th meeting of the World Energy Council's African

Regional Workshop which was convened to assess, evaluate and review

«Information: The Quest for Africa's Energy Data Optimization with particular

reference to Rural Energy and Energy Efficiency », and endorse the WEC

Africa Energy Information System. It contributed a paper on «Improving

Energy Data Collection and Management by Networking with ECA-SRDCs

(Subregional Development Centres))).

The paper recalled that, the ECA-SRDCs were invested with the responsibility

of facilitating, on behalf of the Commission, data and information gathering,

and to act as operational arms of the Commission at the country and

subregional levels. Networking between ECA Secretariat and its SRDCs would

minimize the financial resources required to collect data and information from

member States and the RECs in the different subregions covered by the ECA-

SRDCs in circulating an appropriate questionnaire and managing it to get a

kind of feedback on a regular basis.

The ECA-SRDCs are required to establish and maintain a database on key

economic and social variables pertinent to the development of the subregion,

so as to be able to prepare:

(i) the annual Report on Economic and Social Conditions in the subregion ;

and

(ii) the bi-annual SRDC Development Bulletin.

The collection of data and information for maintaining the databases at the

ECA-SRDCs level would benefit the Development Information System

Division (DISD) in updating its sources of information on various socio-
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economic indicators for the preparation of the Economic Report on Africa. The

development of the WEC Africa Energy Information System (AEIS) would

also greatly benefit ECA in launching its networking with its SRDCs and a

workshop should be organized with all institutions and persons involved in the

development of information systems in order to define the most appropriate

one to be proposed for application at the national, subregional and regional

levels.

The ECA-SRDCs are required to facilitate networking and information

exchange between governments, civil society and the private sector

development partners by establishing and maintaining an electronic mail at the

subregional level: NADIS for Northern Africa; WADIS for West Africa;

CADIS for Central Africa; SADIS for Southern Africa; and EADIS for Eastern

Africa.

D. Identification of energy projects for regional cooperation

and integration

ECA played an important role in promoting subregional co-operation by

sponsoring the pre-feasibility study on the inter-connection of electrical grids

in the West Africa subregion. It organized, jointly with the ECOWAS

Secretariat, an Expert Group Meeting held in Lome, Togo from 8-10 July 1998

to review the study and come up with a « Master plan for the interconnection

of electrical grids in West Africa subregion ». The proposed interconnection

master plan, which is divided into two phases (phase I covering the period

1998-2000, and phase II covering the period 2000-2005) was endorsed by the

UEMOA Council of Energy Ministers in September 1998, and the ECOWAS

Energy Ministers were expected to meet early November 1999 to decide on the
West African Power Pool.

ECA in its programme of work for the biennium 1998-1999, will carry out a

pre-feasibility study for « Central African subregional integrated energy and

power development and connectivity». Central Africa subregion is still

lagging behind other subregions for electric power trade and the

interconnection of electrical grids despite the fact that it is endowed with the

highest hydropower potential of the continent.
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III. 2.1. Modalities for promoting increased finance and investment flow into

the African energy sector

Recommendations

(viii) African member States were called upon to establish energy specific

financing windows for subregional and regional energy projects. ADB

is particularly requested to establish an energy fund to finance energy

projects to be implemented by the private sector;

(ix) Create the necessary conducive conditions and enabling environment to

facilitate the full participation of both the local and foreign private sector

in financing subregional and regional projects as a priority;

(x) To actively promote subregional and regional energy projects and to

assist in the mobilization of financial resources for these projects;

(xi) To give priority to financing subregional and regional energy projects

and to take into account the regional dimension of structural adjustment

programmes on subregional and regional co-operation;

(xii) To allocate adequate resources for the completion of the planning of the

African Energy;

(xiii) To give due priority to subregional and regional energy projects in its

lending portfolio;

(xiv) The OAU and ECA secretariat is urged to accelerate the completion of

the feasibility study for establishing the African Energy Commission and

in doing so to determine the budgetary implication of this;

(xv) Member States are called upon to harmonize and coordinate the energy

programmes of subregional institutions;

(xvi) To create energy funds on the basis of levies/taxes on petroleum and

electricity for the financing of energy projects including rural

electrification;

(xvii) Actively promote the efficient use of energy resources to reduce any

negative impact on the environment in African countries; and
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(xviii) Give more attention to the needs of women in the development and
utilization of energy and promote their full participation in the

identification and development of energy projects.

III.2.2 Activities

A. Ad hoc expert group meetings

The ECA Secretariat organized an Ad hoc expert group meeting on « Policy,

legal and regulatory regimes conducive to sustained investment in mineral and

energy resources in Africa » in Addis Ababa, Ethiopia from 7-9 December

1998. The meeting was convened to consider the draft reports of two studies

prepared by the Secretariat, namely :

(i) Policy, legal and regulatory framework for sustained development of

mineral resources : Best practices; and

(ii) Alternative approaches to financing energy and power development:

Case studies from Africa and other developing regions.

The report on financing energy and power development pointed out that

among alternative approaches to financing the power sector development were

the encouragement of Independent Power Producers (IPPs), power pooling

through interconnections of electrical grids and the joint development of

hydropower resources. For the promotion of the renewable energy technologies

(RETs), the report stressed that the opportunities offered by the Global

Environment Facity (GEF) in funding projects could contribute to eventual

mitigation of green house gas emissions.

The ECA Secretariat also organized an Ad hoc expert group meeting on

«Mobilizing capital for the development of Africa's mineral and energy

resources: Dimension of public-private partnership », at its Headquarters in

Addis Ababa, Ethiopia from 8-11 June 1999 whose main objectives were to:

(i) assess the current status of available capital for the development of

Africa's mineral and energy resources ;

(ii) identify areas ofweakness requiring attention; and

(iii) make recommendations for enhanced mobilization of capital for Africa's

mineral and energy development prospects.
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Two background documents were prepared by the ECA Secretariat, namely:

« Transnational Corporations" contribution in the mining and energy sectors:

Selected African countries » and « New sources of capital for the development

of Africa's mineral resources : tapping the capital markets » constituted the

working documents for the meeting.

In the document on Transnational Corporations' contribution to the mining and

energy sectors, it was stressed that:

(i) there was a need for transparent policy and easy accessibility to

interpreted documentation and legislation ;

(ii) the fiscal regimes relevant to the TNCs' operations needed continuous

follow-up and up-dating to ensure their competitiveness with respect to

the latest international practice ;

(Hi) the participation of the World Bank Group and/or multilateral or

bilateral financial institutions to enhance TNCs' interest was

recommended;

(iv) provision of the necessary legislative and fiscal regime for the

encouragement of local participants in various aspects of projects should

be encouraged to contribute towards increasing TNCs' interests ;

(v) some TNCs' requirement of government's equity participation as a form

of guarantee for their investment and membership of MIGA was seen as

an advantage ;

(vi) Electricity generation and supply would remain under the direct control

of state monopolies for the foreseeable future ; however, many African

countries have revised their energy law in order to encourage

Independent Power Producers (IPPs) in which some TNCs are involved ;

B. Facilitating the participation of the private sector

The report on «Alternative approaches to financing energy and power

development» presented in the first Ad hoc expert group meeting has stressed

that factors such as political stability including good governance and political

stability, as well as appropriate fiscal, legal and regulatory regimes could

attract local and foreign private investment for energy and power development.

It is to be noted that after the Durban Conference, many Sub-Saharan African

countries have revised their fiscal, legal and regulatory regimes in order to
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attract Independent Power Producers (IPPs). The Parliament in Burkina Faso

adopted the law regulating the electricity supply of Burkina Faso in December

1998 and authorized independent power generation; a 30 MW BOT (Build,

Own, Operate and Transfer) scheme is to be developed by Aga Khan affiliate

Industrial Promotion Services (IPS).

In Guinea-Conakry, the South African company, Hydro-Afhque is interested in

the development of the 120 MW Tiopo hydropower project under a 25-year

BOT concession and a Memorandum of Understanding (MoU) was signed for

building the 50 MW Cognon Dam.

In Cameroon, the Sanga South gas development and power station project with

an installed capacity of 75 MW-150 MW could be developed by the Canadian

company Ocelot Energy, which is already involved in the development of the

Songo Songo gas field in Tanzania, following reforms to the state utility

SONEL.

In Senegal, the 56 MW GTI Dakar naphtha liquid-fired power station was

launched under a BOOT (build, own, operate and transfer) financing scheme

after independent power producers were authorized to generate electricity and

after the privatization of the national utility, Senelec.

In Equatorial Guinea, a gas-fired power plant is under construction at a site

near the planned US$ 400 million methane project to supply electricity to the

capital city Malabo and Bioko island by a private developer, CMS Nomenco.

C. Role of subregional, regional, multi- and bi-lateral financial

institutions

Financing energy projects implemented by the private sector

The Durban Conference has requested the African Development Bank (ADB)

to establish an energy fund to finance energy projects to be implemented by the

private sector. In response to the growing emphasis on private enterprise in

member countries, the ADB is now offering assistance to the private sector to

promote efficient use of resources and help accelerate economic development.

The Bank assistance is provided directly to private enterprises and financial

institutions through term loans, equity participation, quasi-equity investments,

guarantees, underwriting and advisory services. For co-financing, the Bank

gives priority to projects in which other reputable institutions are involved. The

Bank will assist enterprises in arranging financing by mobilizing the required

domestic and external financing from other multilateral and bilateral agencies
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and private financial institutions. It works closely with other organizations

which promote private enterprise in Africa.

In the case of the 300 MW Azito gas-fired power plant in Cote d'lvoire, the

developer is Cinergy consortium of Asea Brown Boveri (ABB) Ventures,

Electricite de France (EDF) and Industrial Promotion Services (IPS), and the

financial institutions are CDC (UK), DEG (Germany), FMO (The

Netherlands), IFC of the World Bank Group, the World Bank and the ADB

private sector facility.

Financing subregional and regional energy projects

The Durban Conference has requested African regional financial institutions to

establish energy specific financing windows for subregional and regional

energy projects. Most of the financial institutions are offering loans to

countries participating in a subregional and/or regional energy project on

individual country basis. In the case of the Manantali hydropower project

which was developed by the « Organisation pour la Mise en Valeur du fleuve

Senegal» (OMVS), the three participating countries; i.e., Mali, Mauritania

and Senegal, had to negociate separately with the financial institutions, such as

the African Development Bank Group, the West African Development Bank

(BOAD), the Islamic Development Bank, the European Investment Bank, etc.

In the case of the Adjarala dam and hydropower project which is a joint

undertaking betweeh Benin and Togo, financing will secured by the African

Development Fund (ADF), the West African Development Bank (BOAD), the

Agence Francaise de Developpement (AFD) and the Kuwait Fund for Arab

Economic Development (KFAED); but the developer could be the

Communaute Electrique du Benin (CEB) which is the bi-national utility.

Multilateral and bilateral financial institutions have also been called upon to

give priority to financing subregional and energy projects. Some of these

institutions have allocated fiinds to implement regional programmes such as

the European Development Fund (EDF) which funded the 34 million ECU

Regional Solar Programme in the Permanent Inter-State Committee for

Drought in the Sahel (CILLS) which installed about 600 pumping PV systems

and 600 community PV systems in the nine member States.
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D. Towards the establishment of the African Energy

Commission (AFREC)

The OAU/AEC Inter-Agency Meeting on the establishment of the African

Energy Commission (AFREC) was held at the OAU Headquarters in Addis

Ababa Ethiopia from 6-9 October 1998. The meeting was attended by

representatives from ADB, COMESA, ECOWAS, IGAD, UEMOA, UNDP,

UNECA,UNIDO, United Nations, WEC and OAU/AEC.

A representative of OAU/AEC Secretariat presented the paper entitled

«Proposals for the establishment of the African Energy Commission

(AFREC) » wich was proposing three options for the creation of AFREC to the

meeting:

(i) Creation of an African Energy Commission initially as a loose body;

(ii) Creation of an African Economic Community Energy Unit: and

(iii) Creation of a full fledged African Energy Commission.

He emphasized the first option, that is, the creation of a semi autonomous unit

to evolve and become an African Energy Commission in the medium to long

term.

The meeting was of the view that a body to co-ordinate energy issues, promote

co-operation, integration and inter-African trade in the energy field and provide

technical assistance to member States and RECs was valid in the long term.

But, taking into account the difficulties that the majority of inter-African

organizations were facing financially and materially, the meeting

recommended a phased development approach leading to a full-fledged

African Energy Commission, and a small unit to be established initially. The

Unit should be under the aegis of the OAU/AEC and thus subsume its

relationshionship, orientation, accreditation and genesis under the guardianship

of the member States and their subsidiary organs dealing with energy in the

public and private sectors.

Phase I should be an installation period during which AFREC would establish

itself and develop its initial programmes. This phase should take about three

years. Quantifiable achievements with specific milestones would be set up

which would be used to gauge the progress made by the unit. After the

completion of phase I an evaluation will be undertaken to assess progress made

and a decision will be taken on the next phase. This initial phase should consist
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of a concrete programme of work to be undertaken at subregional and regional

levels. Consultants should be employed as necessary but the Unit should have

the capacity and capability to supervise and monitor their programmes. The

following activities were envisaged ;

(i) Establishment and maintenance of an Energy Information System and

Energy Data Base Network ;

(ii) Identification and initiation of co-operation projects for regional and

sub-regional integration and financing mechanism;

(iii) Promotion and facilitation of institutional and managerial capacity

building in the energy field ;

(iv) Preparation of the Protocol on Energy and Natural Resources as required

by the treaty establishing the African Economic Community.

The expected outputs from these activities are as follows :

(i) Outputs from activity (i):

- Planning tools finalized and operationalized in RECs ;

- Energy balances and forecasts prepared and updated annually ;

- Roster of African energy experts prepared.

(ii) Outputs from activity (ii):

- Initiation and facilitation of the feasibility studies ;

- Subregional and regional projects identified and developed;
- Approach to the financial development institutions initiated.

(iii) Outputs from activity (iii):

- Training needs surveys undertaken ;

- Training institutions identified and Data Base created.

(iv) Otput from activity (iv) :

- Protocol on Energy and Natural Resources prepared in co-operation

with the OAU/AEC.
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It was agreed that funding for the Unit should be from , among others, member

States, bilateral sources, development financial institutions and the relevant

international organizations.

The member States of the OAU/AEC will constitute the membership of

AFREC. Additionally and in accordance with the recommendation of the

Second Regional Conference of African Ministers responsible for the

development and utilization of mineral and energy resources, the member

States may also decide to be represented by their respective public sector

entities in the energy sector, energy commissions and private sector dealing

with energy.

The Partners of the AFREC will be the OAU/ECA/ADB Joint Secretariat, the

RECs, the other UN system and international organizations dealing with

energy. It was thought desirable that initially AFREC should be hosted at the

OAU Headquarters in order to benefit from its advocacy, experience, political

support and promotion.

£. Harmonization and coordination of energy programmes

of the RECs

The ECA Secretariat contributed a paper entitled «Perspectives de la

contribution de la promotion de la technology solaire a l'approvisionnement

energetique de l'Afrique » (Expected contribution of solar energy technologies

(RETs) to the African energy supply mix) to the meeting on « World Solar

Programme 1996-2005 - Africa: Strategies and Financing » organized by the

West African Economic and Monetary Union (UEMOA) in Bamako, Mali

from 23-27 March 1998.

The ECA Secretariat was also invited to attend the meeting of national experts

preparatory to the ministerial meeting of the ECOWAS Energy Ministers to be

held in Accra, Ghana from 2-5 November 1999 and will consider; (i) the

proposed master plan for electric power generation and transmission in the

West Africa subregion; and (ii) the West African Power Pool.

All those activities were undertaken in compliance with the recommendation

on the follow-up in the formulation and implementation of energy programmes

of the different subregional economic groupings.
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F. Mitigating the negative environmental impact of energy projects

The promotion of the efficient use of energy resources was recommended as a

means to reduce any negative impact on the environment in African countries.

Most of the multilateral and bilateral financial institutions are now requiring a

study on the environmental impact assessment (EIA) of any energy project;

especially hydropower development projects, and/or gas and petroleum

pipelines.

In the case of the 380 MW Epupa Falls hydropower project, located on the

Kunene River between Namibia and Angola, environmental organizations

began a campaign to stop the construction of the power plant in February 1998,

and proposed to replace it by the Kudu/Orajemund gas-fired power plant.

In the case of the Chad-Cameroon pipeline for exporting Chadian petroleum

from Doha oil field, the involvement of the World Bank Group was subjected

to an environmental impact assessment study which resulted in long delays in

the implementation of the project.

In the electric power subsector, energy efficiency and conservation through

demand-side management can be considered as an investment in generating

capacity because it results in savings in electricity consumption in industrial or

building sectors and in deferring investments required for new generating

power plants.

Promoting the utilization of renewable energy sources for electric power

supply instead of using fossil fuels for excess power generation can result in

reducing green house gas (GHG) emissions in the atmosphere. However, the

renewable energy sector is at a stage of development, where government direct

role is needed with assistance from bilateral aid agencies and the Global

Environment Facility (GEF).

Sometimes, the private sector is involved in financing renewable energy

projects. This is the case with :

(i) the 50 MW wind-farm in Tetouan, Morocco financed on BOT by a

French Consortium, the « Compagnie Eolienne du Detroit (CED) » ;

(ii) the 5,000 PV Solar home systems programme in South Africa financed

by Eskom and Shell International Renewables and launched on 6

October 1998;
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(iii) the Joint IFC/GEF Photovoltaic Market Transformation Initiative

(PVMTI) launched by the International Finance Corporation (IFC) and

the Global Environment Facility (GEF) to strengthen private sector

investment in power generation from photovoltaics (PV) in Kenya,

Morocco and India, and to assist industry accelerate the

commercialization ofPV;

(iv) available US$ 25 million : US$ 15 million in India and US$ 5 million in

each of the two African countries. IFC has made.

II. RURAL ELECTRIFICATION

The Durban Declaration has stressed the importance of giving due

consideration to new and renewable sources of energy, and rural electrification,

as a means for the alleviation and ultimate eradication of poverty and the

economic empowerment of women in rural areas. For example, Eskom, the

South African utility, connected its largest ever number of new customers in

1998 with 467,390 new links, bringing to more than 63% the number of

households with access to electricity compared to just under 36% in 1994,

according to the Minister ofMinerals and Energy.

As mentioned above, Eskom and Shell International Renewables launched on 6

October 1998, a programme of 50,000 solar PV home systems designed for

homes which currently dependent on candles and paraffin, and which have

little chance of ever being connected to the national grid. The scheme is the

« fee of service » financing which of particular interest, with customers paying

US$ 30 for installation of their system, then a fixed monthly charge. The solar

home system is activated for 30-day period by a magnetic-strip card. When 30

days are up, customers can buy a replacement from local distributor.

In order to speed up its rural electrification programme, which has been slowed

by the high costs of grid extension services, Zambia is developing a

programme of electrification by solar energy. The World Bank is currently

involved in the development of several renewable energy projects in the SADC

subregion, including the Zambia Power Rehabilitation Project and the

Zimbabwe Energy Project which will utilize PV technology.

It is in line with the importance given to rural electrification in member States

that the EGA Secretariat, in its programme of work for the biennium 2000-

2001, will be required to produce two outputs related to :
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(i) Framework on rural electrification with emphasis on new and renewable

energy sources including mini-hydropower stations ;

(ii) Rural electrification projects framework documents.

IV. CONCLUSIONS

Most of the recommendations adopted at the Durban Conference are

principally targeted at member States who have the duty to implement them.

During the biennium 1998-1999, ECA has incorporated in its programme of

work the follow-up of activities conducted at the national, subregional and

regional level in implementation of that recommendation. To this effect, ECA

sponsored an Expert Group Meeting in Lome, Togo in July 1998 to review the

study on the «Interconnection of electrical grids in West Africa » as a means

of assisting subregional economic communities (RECs) in the formulation and

harmonization of energy programmes. The secretariat was also requested to

coordinate the activity related the recommendation on the establishment of data

base covering energy potential, development and utilization. Data collection

and management will be improved through networking with the ECA

Subregional Development Centres (SRDCs) which are the operational arms of

the Commission at the country and subregional levels.

This activity will be implemented during the biennium 2000-2001, once the

output on the projection model for Africa's energy and power demand and

supply is implemented and when the ADB's Energy Planning Tools are

operationalized in the West African Economic and Monetary Union (UEMOA)

and the World Energy Council Africa Energy Information System (AEIS) is

developed.

The ECA has participated in the OAU/AEC Inter-Agency Meeting organized

by the OAU Secretariat on the establishment of the African Energy

Commission (AFREC); the meeting came up with concrete proposals on the

structure, mandate, initial activities and outputs, as well as its membership,

partnership and governing bodies of the Commission.

Rural electrification programme will be given priority in many countries and

will be implemented through both grid extension and decentralized rural

electricity supply using renewable energy technologies (RETs).
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Annex I: DURBAN DECLARATION

We, the African Ministers responsible for the development and utilization of

mineral and energy resources meeting in Durban, South Africa, on 21 and 22

November 1997 during the second session of our Conference, undertook to

review developments in the mining and energy sectors of our countries in light

of the current changes in the world economic environment and in view of the

need for Africa to strengthen subregional and regional cooperation among

development actors for the sustainable development and efficient utilization of

minerals and energy in our continent.

We have reviewed the report of the Technical Preparatory Committee Meeting

which met, prior to our Conference, from 17 to 20 November 1997 in Durban,

South Africa.

This session of our Conference took place in the context of a rapidly changing

world economy in which globalization and liberalization have gathered pace

and momentum since our last meeting in Accra, Ghana, in November 1995,

with far-reaching consequences for our economies.

We have noted with satisfaction that in general the economic reforms we

embarked upon during the last decade have yielded encouraging positive

growth rates in many of our economies. We remain strongly committed to the

deepening of the on-going reforms and to the creation of a conducive

environment to enhance the flow of domestic and foreign investment into the

real sector of our economies, particularly, in the mining and energy sectors so

as to strengthen their responses to supply the needs of our people, hi this

endeavour, we will direct our efforts to building the required infrastructural

base and to adopting appropriate macro-economic policies and incentive

packages in order to enhance the competitiveness of our economies, more

particularly those of mining and energy sectors.

We have also noted with satisfaction that investments flowing into the mineral

and energy sectors have increased in a number of countries as a result of the

current reforms and the increasing involvement of the private sector in mineral

and energy supply and distribution. As concessioning and privatization move

apace, we perceive the on-going programmes as one of the means of enhancing

competition, competitiveness and efficiency.
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We, nevertheless, note the somewhat lopsided nature of current privatization

trends and their bias towards the commercial operation of utilities and too

limited a range of minerals. We look forward to increased and balanced private

investment in energy generation capacities (installations) and in the

exploration, exploitation and processing of a broader range of minerals.

We are aware of our continent's wealth in minerals and energy and of the

potential of both sectors and of the non renewable nature of fossil fuels and

minerals. We are also aware of the need for economic diversification,

particularly in the mineral and energy sectors where the potential for

industrialization remains largely untapped in most of our countries.

We believe that energy generation and the development of minerals are critical

ingredients in economic growth and sustainable development. We further

believe that this is an area in which economic integration can rapidly,

efficiently and visibly progress and positively impact on the economies of our

countries and eventually contribute to poverty alleviation. We are therefore

committed to increasing the level of per capita consumption of minerals and

energy in our countries and to strengthening cooperation between our countries

for the exploration, exploitation and efficient utilization of energy and mineral

resources, which often than not cut across borders.

We take note of the role of artisanal and small scale mining as an economic

stop gap. It is also an incubator for entrepreneurship and catalyst for the

development of complementary and alternative productive activities necessary

for sustainable poverty alleviation on rural areas.

We have reviewed existing regional programmes including regional projects on

the interconnection of energy networks (electricity, oil and gas) and the

cooperation in mineral and energy research and development centres. We

further took note of mining and energy programmes developed by various

regional and international organizations including the ADB African Energy

Programme, the World Energy Council's Initiatives for Africa, the OAU-

coordinated programme for the establishment of the African Energy

Commission (AFREC), to related activities of ECA and UNIDO as well as

those of the various subregional groupings (UMA, ECOWAS, UEMOA,

ECCAS, COMESA, SADC, EAC,IGAD, CEPGL and others). We also noted

that there was an urgent need for coordination in these programmes and that

cooperation between the various actors in support of our energy and mining

sectors should be encouraged.
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We are mindful of the need to closely link the exploration, exploitation and

utilization of energy and mineral resources to the management of the

environment in order to ensure the sustainable development of our natural

resources.

While we reaffirm our determination to strengthen intra regional cooperation

for the sustainable development of minerals and energy in Africa in the short

and medium term, we, nevertheless, regard the long-term perspectives of the

mining and energy sectors in Africa as a source of challenging opportunities

requiring foresight in such critical areas as strategic economic management,

research and development, and the building of financial, institutional and

technical capacities.

In the light of our findings and those in the reports considered by the Technical

Preparatory Committee, were have resolved to:

(i) design and implement integrated energy and mining development

strategies and policies in the context of the on-going economic reforms;

(ii) stress the importance of regional and mineral development projects

including the interconnection of electricity grids, gas and petroleum

pipelines and related infrastructures;

(hi) promote mechanisms for the pooling of existing capacities and the

building of others in the area of mineral and energy development;

(iv) promote the establishment of databases, information exchange networks

and the sharing of experiences in the management and development of

the energy and mineral sectors using electronic mail, the internet and

other means for interactive dissemination of mineral and energy

information;

(v) cooperate in research and human resources development within

institutions such as the minerals and energy research and development

centers, minerals and energy policy centers and the « Ecole Superieure

Inter-africaine d'Electricite (ESIE) ofthe Union of Producers, Conveyors

and Distributors of Electric Power in Africa (UPDEA) and facilitate

access to those institutions;
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(vi) urge the utility corporations and other investors to promote industrial

projects upstream and downstream of the mineral and energy sectors to

enhance production levels of manufacturing;

(vii) create an environment conducive to increased domestic and foreign

direct investment and urge the multilateral and bilateral financing

institutions, including the African Development Bank Group to create

special windows for the funding of regional energy and mineral

development projects and to allocate more funds to such projects in their

lending portfolios and/or technical assistance budgets;

(viii) urge the African Development Bank to continue its support of the

proposed African energy Programme and to allocate adequate resources

to this end;

(ix) undertake, in cooperation with institutions such as ADB, WEC, OAU,

etc., the harmonization and rationalization of existing regional energy

and mineral development support programmes;

(x) urge the OAU Secretariat to accelerate the completion of the feasibility

study for the establishment of the African Energy Commission (AFREC)

as a coordinating/networking institution with lean and efficient

structures;

(xi) establish an efficient regulatory framework which would, inter alia,

ensure that environmental impact studies are conducted on all energy

and mineral development projects;

(xii) give due consideration to new and renewable energy sources, rural

electrification, artisanai and small scale mining activities for the

alleviation and ultimate eradication of poverty and economic

empowerment ofwomen in the rural areas;

(xiii) urge the private sector to fully participate in the development and

efficient utilization of energy and mineral resources in Africa and to

organize itself to this end;

(xiv) note and recognize the important contribution women can make in the

development and utilization of minerals and energy ; and, therefore, the

governments are urged to take relevant steps to further enhance their

contribution to socio-economic development.
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These measures will be reflected in our national plans of action and in the

programmes of subregional groupings in Africa and will provide a framework

for monitoring purposes.

We urge the multilateral and bilateral technical assistance and financial

institutions to fully support our countries and organizations in furthering the

objectives of our plans of action for the development and efficient utilization of

energy and mineral resources in Africa. In so doing, their actions should

supplement our own efforts during the transitional period required for our

economies to boost their competitiveness to the level of the emerging world

trading system.

As we embark on the negotiations for the renewal of the Lome Convention, we

urge the European Union to maintain the SYSMIN facility and to simplify

procedures governing fund access and disbursement.

We express our deep appreciation to the Government and the people of South

Africa for hosting our Conference and offering us the opportunity of drawing

from their rich experience in energy and mineral resources development in

both the private and public sectors
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Annex II: Recommendations specific to the energy sector

The Technical Preparatory Committee of the energy subsector:

Taking into account that African continent is endowed with abundant fossils,

new and renewable energy resources which are unevenly distributed and

tapped. Taking further into account that the development of these resources

requires huge capital investment which is beyond the capability of individual

African States;

Considering that energy resources overlap national boundaries which calls for

collaboration and coordination between the parties concerned;

Recognizing the role that governments could play in mobilizing resources for

the development of the energy sector as an engine of economic growth for

sustainable development;

Aware of negative impact of energy production and consumption on the

environment and the need for energy efficiency and conservation;

Recognizmg the critical role of private investment in the development of the

energy sector;

Recognizing further the vital role of women play in the production and

consumption of energy;

Aware of the need to strengthen and harmonize mechanisms for cooperation

and promoting increased investment flows in the African energy sector.

Hereby recommends the following measures:

I. Mechanisms for harnessing and promoting effective cooperation for

energy development programmes in Africa

(i) Member States are urged to intensify intra-regional cooperation in

energy trade and mobilization of domestic funding for national and

multi-country projects ;

(ii) Member States are called upon to adopt an integrated approach in the

design of energy policies and programmes, taking into account the

contribution expected from all energy subsectors;
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(iii) Member States should exchange experiences in energy projects such as

those in: biomass, rural electrification, new and renewable energy

resources, energy efficiency and conservation, privatization of energy

enterprises and the financing of energy projects. Their active

participation in such projects would promote a pool of expertise and

technology transfer;

(iv) Member States are requested to cooperate in human resources

development as part of the capacity building process;

(v) Member States should promote cooperation among public and private

sectors in the manufacturing of electrical equipment with good market

prospects;

(vi) Member States should establish a data base covering energy potential,

development and utilization and ensure its accessibility to potential

investors . ECA is requested to coordinate this activity;

(vii) Member States are called upon to identify energy projects that can

promote regional cooperation and integration and include these in the

national energy development plans.

II. Modalities for promoting increased finance and investment flow into

the African energy sector

(viii) African regional financial institutions are requested to establish energy

specific financing windows for subregional and regional energy

projects . ADB is particularly requested to establish an energy fund to

finance energy projects to be implemented by the private sector ;

(ix) African member States are called upon to create the necessary conducive

conditions and enabling environment to facilitate the full participation of

both the local and foreign private sector in financing subregional and

regional projects as a priority ;

(x) African chambers of commerce are urged to actively promote

subregional and regional energy projects and to assist in the mobilization

of financial resources for these projects ;
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(xi) Multilateral and bilateral financial institutions are called upon to give

priority to financing subregional and regional energy projects and to take

into account the regional dimension of structural adjustment

programmes on subregional and regional cooperation ;

(xii) The African Development Bank is requested to allocate adequate

resources for the completion of the planning of the African Energy

Programme (AEP) and to give due priority to subregional and regional

energy projects in its lending portfolio ;

(xiii) The OAU/AEC Secretariat is urged to accelarate the completion of the

feasibility study for establishing the African Energy Commission and in

doing so to determine the budgetary implication of this ;

(xiv) Member States are called upon to harmonize and coordinate the energy

programmes of subregional institutions ;

(xv) Member States and subregional grouping are urged to create energy

funds on the basis of levies/taxes on petroleum and electricity for the

financing of energy projects including rural electrification ;

(xvi) Member States are urged to actively promote the efficient use of energy

resources to reduce any negative impact on the environment in African

countries ; and

(xvii) Member States are urged to give more attention to the needs of women

in the development and utilization of energy and promote their full

participation in the identification and development of energy projects.


