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1. Introduction
The present paper relates to the actions and projects that the African Development Bank is supporting in the sector of electricity on the continent in line with some of the strongest pillars of its strategy two of them being: Regional Integration and Infrastructure Development. The paper, after recalling some of the key featres of the African energy sector specifically focuses on the interventions of regional dimensions achieving integration through construction of power generation plants and HV lines allowing the development of a transnational electricity market. Such projects as well as parallel activities in supporting the development of capacities at utilities, countries and regional levels aim at reducing the Energy Poverty in Africa by fostering the conditions for better Availability, Accessibility and Affordability of modern energy. Though this paper reports on the electricity sector, it is worth to underpin that the Bank is also active in collateral sectors like rural electrification, promotion of renewable and clean energy, development of small power plants and off grid power systems and in the energy sector at large through participation in projects in the oil & gas industry  and cogeneration schemes from the biomass.
2. The energy sector: Worldwide prospects and trend 
The findings of most recent surveys converge to the conclusion that energy use will continue to grow inexorably in the future at the worldwide level. 
Fossil fuels will continue to dominate the energy mix and developing countries  will rapidly approach industrialized countries (OECD) as the largest consumers of commercial energy.

[image: image1]Currently, more than a quarter of the world population lack access to electricity and 40% still rely only on traditional biomass for their basic energy needs.  Despite the absolute number of people with access to power supply regularly increases, 1.4 billion people  will still be without electricity in 2030, with 650 million in Africa compared to 509 million today.

3. The energy sector: Situation in Africa

Several nations on the African continent — including oil-producing countries — are confronted with serious deficiencies in energy supply in all its various forms. Inefficient management of utilities, corruption, protracted conflict and short-sightedness have deprived most countries of the energy supplies needed to fuel the growth process. In many cases the needed investments to rejuvenate the energy sector are beyond the financial capacity of the domestic economy — both public and private. Moreover, the activities of public utilities often have a huge impact on the management of the economy, especially when imported fuels are bought in foreign exchange and end-users pay in local currency at rates below full-cost recovery.
The paradox is that despite energy is desperately needed for economic growth and poverty reduction, Africa is a net exporter of commercial energy. Africa produces 7% of the world’s commercial energy, but only consumes 3% of it. 

During the decade 1990 to 2000, the per capita consumption in sub-Saharan Africa has been in decline. This is not a positive signal, when it is now recognized the existing correlation between the growth of the GDP and the consumption of energy. 
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Access to sustainable energy is a key factor for promoting social progress and economic growth—both of which are closely linked to sustainable poverty reduction. Energy plays a critical role in underpinning efforts to achieve the Millennium Development Goals (MDGs) and improving the lives of poor people across the world. Lack of access to adequate, affordable, reliable, safe and environmentally-friendly energy is a severe constraint on development.

Research works and history show that there is a close correlation between the use of energy (electricity) and the quality of life. Surveys and compilation of data already evidenced in  the nineties that it exists two critical thresholds for developing countries to achieve  sustainable socio-economic growth when measured  with the yardstick of energy consumption. Below 1000 kWh of annual per capita consumption of electricity (which constitutes 60% of the world population) indicators like literacy rate and access to potable water remains respectively below 50 and 40 %. When the per capita consumption reaches 2000 kWh, the same indicators raise to 85 and 90%. The same correlation has been established also for human development indicators like infant mortality or life expectancy.  
4. Energy resources distribution in Africa
The fact is that energy resources are not equally distributed and available over the continent. Coal, oil, large rivers, biomass and fuel wood, solar, geothermal and wind potentials are unevenly distributed over Africa, resulting in cruel unbalances between countries and regions. Despite having a great deal of under-exploited energy sources, both non-renewable and renewable Africa displays the lowest per capita consumption of electricity with an average of approximately 400 kWh per capita per year in the Sub-Saharan region.
5. The need for interconnection of energy systems

Poor people see access to energy as a priority not for energy in itself but the ‘energy services’ it provides — cooking, lighting, heating, water pumping, and transport.
There is ample evidence to suggest that improved access to sustainable energy in the rural areas spurs economic growth, enhances social progress and reduces poverty. Energy, however, is not just about electricity, neither is electricity always the best energy source for all needs— biomass, kerosene and other sources are important too. Given that there is little doubt about the important role that sustainable access to energy plays in growth and poverty reduction, it is imperative to improve access to sustainable energy among the rural and urban poor in Africa.
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In spite of the abundant energy resource potential in Africa, many countries have not been able to create the conducive environment to attract investment in the development of the energy sector. In addition, the small size of African energy systems and markets does not allow for profitable business ventures in the sector. Against this background most of the regional economic communities (RECs) are encouraging the establishment and operationalization of sub-regional power pools and joint development of hydropower projects and cross-border transmission lines and gas pipelines (e.g., Inga project, OMVS and OMVG programs and West African Gas Pipeline project). Some RECs have also adopted a legal and regulatory framework with fiscal incentives and guarantees aimed at “dispelling the risk” for investors in the energy sector at the regional level, as in the case of the ECOWAS Energy Protocol. Africa is the less interconnected region in the world. Electric Interconnections are well established in most of the industrialized countries since long. This allows to better balancing offer and demand between countries with different resources or having resources of different natures. It is also an important mean to take advantage of the difference in time for activities occurring from east to west on the globe. As an example, within Europe, some countries with abundant hydro resources have installed pump storage schemes or have invested in nuclear power plants in the neighboring countries. At certain periods of the day, they can store energy at cheap cost buying or importing electricity in excess in countries during the night when industrial and human activities are low. Then they sell back or export the electricity during peak hours when the demand, hence the price are high. However this is only possible thanks to interconnection infrastructure, joint investments in power generation plants, and adequate systems for the trade of energy between countries, and not the least, efficient authorities ruling and regulating the market. In short, this is international and regional integration which allows Europe or North America to use energy more efficiently and to have sufficient spinning reserve to assure networks stability and therefore high quality in the supply of electric energy.
6. Activities and operations of the Bank 
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The African Development Bank has retained regional integration as one of the priorities for targeting its interventions. In the energy sector and more specifically in the electricity sector, significant resources are now earmarked for projects of regional dimensions.

Flagship projects involving several countries are currently part of the Bank portfolio or well advanced  for receiving financial support for their development or their implementation.

As significant examples, let’s quote the OMVG energy program in which the Bank is active since long. The project is about to be materialized soon with the contribution of several donors for worth more than 1 billion US dollars. The Bank has also recently approved the financing of the overall study of the (Grand) Inga site in DRC for worth 16 million US dollars. The size of the project is known as able to supply a big part of the continent and even to inject  electricity into southern European grids. The Bank is also considering participating up to 200 million Euros in the construction of the Gigel Gibe III hydropower project in Ethiopia. Last but not least, both private and public sector windows of the Bank are working on  the structuring of the Mamabula multi billion thermal power project in Bostwana, with an unprecedented participation which may amount to more than 1 billion US dollars. The common feature of these projects is that they are designed for exporting electricity to neighboring countries. The aim is to exploit resources which are abundant at a given place for producing electricity in order to transfer it, under commercial terms to less favored areas, thus making some poor countries becoming significant players in the energy production/trade sector. The ultimate aim is to support the creation of regional and then continental electricity markets for the economic growth of Africa. Such ambitious but realistic schemes will satisfy at the same time the well known trilogy: Availability, Accessibility and Affordability. For this purpose, interconnection lines are necessary. The Bank therefore also actively supports this sector which is a must for regional integration. Let’s cite various on going studies funded by the Bank like the interconnection projects between Kenya and Ethiopia, Chad and Cameroun, Mali and Côte d’Ivoire and so on. On the period 2007 to 2010, the Bank will have allocated more than 2.5 billion of Units of Account for electricity projects in the generation and transmission/distribution with regional integration dimensions. The Bank  only being  one financier amongst others  in these projects, the  leverage effect can be estimated between 3 to 5, resulting in  capital costs of the projects close to 10 billions UA. This is without accounting for strictly national projects and Bank support to sub-sectors like rural electrification, renewable energy promotion, support to reforms and capacity building for authorities and utilities. The outcome of this 3 years program will be several millions of additional customers and families having access to modern energy for their everyday life. It is expected that this is complemented by other donors, institutions, ONG’s, private sector investors who all have understood that energy poverty is one of the main insidious component of poverty. 
There is an obvious trickling down effect of regional integration of energy systems as it impacts all layers of human and socioeconomic activities. Energy being a non negligible component of the production costs of goods and services, a better quality and reliability of supply will increase the competitiveness of African products fostering exchanges and trade which in turn contribute to revenue growth and alleviation of poverty. 
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7. Conclusions and recommendations

Without addressing the issue of energy poverty, specifically in the Sub-Saharan region, African economies will have difficulties to take off at a sufficient pace first to achieve MDG’s at the horizon 2015 and second to provide a reasonable quality of life  to a population which will be doubled at the horizon 2030.

To face this challenge, the African Development Bank  will continue to direct its  relatively limited resources into energy projects which have the highest impacts in terms of population served. It will continue to support governments, authorities, regional organizations, private entrepreneurs by acting as a wise Adviser, a Financier, a Facilitator and an honest Broker in assuring that Availability, Accessibility and Affordability aspects of  the energy supply chain are equitably balanced and respectful of  environment and proper utilization of resources. With  the creative arrangements made  under the recently replenished ADF XI for allocating  significant  resources to regional projects, the Bank will be the key player in partnership with other institutions and initiatives like the NEPAD, the Infrastructure Consortium  for Africa to change the energy map of the continent.
The numerous authorities created at national and regional levels, the REC’s, and all various initiatives deployed by sister institutions and ONG’s will receive due attention by the Bank which will always consider their interventions alongside its own operations.
The Bank will also encourage and  participate to the maximum possible extend to the development of initiatives and actions by the various Power Pools created in Africa as well as all continental or international actors like Afrec, (the African Energy Commission) which launched the African Energy Information System ( AIES). Their activities by fostering data bases of statistics and information on the African energy sector are crucial when pertinent knowledge of the sector is nowadays a must for decision makers to adopt and implement appropriate policies and strategies in a globalized world where energy access has become the most important challenge for preserving peace and stability and provide support for the socio economic growth of the less developed regions. 
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