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THE WORLD BANK /INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: August 26, 1985

TO: Mr. Ian Hume, Assistant Director, EGY

FROM: Masood Ahmed, Acting Division Chief, EGYSi

SUBJECT: EGYS 1 FY86 Objectives

1. Attached please find a set of eleven objectives that we
propose to give particular emphasis to during FY86. These have been
reviewed within the division but will only be finalized after the
Departmental and EIS objectives have been finalized.

2. This draft is also being circulated by Mr. Alahdad to EGYS2
staff and a modified verison of it will also supplement their
divisional objectives for FY86.

MAmed:na

cc: Mr. Alahdad, EGYS2
EGYS1 S taff

P-1 867



Energy Strategy and Preinvestment Division I
Key Objectives for FY86

Business Development

1. Ensure that we emerge from the November 1985 programming
exercize for FY87 sector work with a FY87 sector work program
that is sound, deliverable and at least as large as this year's
(9 SY).

2. Identify gaps in energy sector work product line and develop at
least four new lines of sector work for the division - e.g.,
household energy strategy, energy investment review, etc.

3. Identify and develop at least two new preinvestment product
lines under ESMAP.

4. Develop opportunities for support to Bank divisions and other
agencies in supervision of their projects on a reimbursable
basis.

Program Delivery and Cost Effectiveness

5. Reduce time required to complete tasks by 20% during the year
-- identify specific ways of achieving this such as elimination
of post-mission issues papers except where specifically
justified; or managing consultant time more effectively.

6. Delegate task budget management to task managers -- include
ability to deliver within agreed time schedule, and budget as
explicit criteria for performance evaluation.

7. Ensure that divisional country coordinator system is working
effectively by December 1985.

8. Ensure 4that' all 'secretaries are proficient at word processing
by December 1985.

9. Establish an effective budgetary system and integrate with Bank
MLS.

10. Ensure that all staff get an opportunity for at least two weeks
of training.

Resource Mobilization

11. Raise at least $2 million of non Bank funds; involve staff in
this effort and recognize them for initiative awd
identifying/mobilizing non Bank funding.

MAhmed



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

FY86 Work Program
Energy Assessments & Other Strategy Work a/

Divisional
Task Task Coordinator Other Staff

West Africa

Burkina Energy Assessment + Craig* Muller
Congo Energy Assessment Perine Ferroukhi*
Gabon Energy Assessment Craig Ferroukhi
Ghana Energy Assessment Richter* Boroumand, Grut
Guinea Energy Assessment Shanberge Decaux*, Russell(C)
Mali Energy Assessment Craig* Muller
STP Energy Assessment + Sharkey Del Buono*
Sierra
Leone Energy Assessment Aleem Thadani*

Burkina Energy Strategy Paper Craig* Muller
Regional Togo/Benin/Niger

Pet. Study

East Asia & Pacific

China Energy Strategy Taylor
Indonesia Gas Strategy Gray
Korea Energy Issues Thadani* Aleem
PNG Energy Strategy Borthwick Craig
Thailand Assessment + Borthwick Sadove*, Byer

EMENA

Syria Energy Assessment + Gray Prasad* (C)
Egypt Gas Strategy Gray Julius* (C)
YAR Investment Options in

Energy Gray

a/ Included in ESW budget except for Gabon assessment which will be funded
through non-reimbursable TA budget.

+ Carryover from FY85
* Mission leader

MAhmed/aaf
August 19, 1985



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

FY86 ESMAP Work Program a/

Divisional
Task Task Coordinator Other Staff

West Africa

Gambia Egy. Assess. Status Rep. Armar* Akanda
Niger Egy. Assess. Status Rep. Craig* Shanberge, Floor

Senegal Solar Water Heating Malik* Floor, Muller
Liberia Power Efficiency Audit Gulstone* Bachrach
Niger Stove Project Floor* Shanberge

Benin Power System Eff. Study Koenig* Mitchell, Gulstone
Togo Power System Eff. Study Koenig* Mitchell, Gulstone
Togo Nangbeto Reservoir Study Grut Weimper

Guinea Bissau Power Distribution Mapping Sharkey Gulstone
Ivory Coast Energy Recovery from Floor* van der Plas, Leitman

Agricultural Residues
Senegal Support for Donors Meeting Floor* Shanberge
Senegal Household Energy Strategy Shanberge
Senegal Energy Efficiency Project Shanberge Thadani

East Asia and Pacific

Indonesia Power System Eff. Study Gulstone* Mitchell, Bachrach
S. Pacific Petroleum Supply Study Mian* Rivera, Miekle

Indonesia Cooking Efficiency bi Floor* van der Plas
Indonesia Energy Efficiency in Brick

and Tile Production b/ Floor* van der Plas

EMENA

Morocco Egy. Assess. Status Rep. Sherbiny* Muller, Malik
Turkey Egy. Assess. Status Rep. Sherbiny

* Mission Leader

a! Comprises tasks already identified. Other tasks will be added during the
course of the year.

b/ Not yet started.

MAhmed



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: August 23, 1985

TO: Mr. Firouz Vakil, Acting Division Chief, (WA2DA)

FROM: Masood Ahmed, Acting Division Chief, EGYS1

EXT: 73996

SUBJECT: CAPE VERDE/GUINEA BISSAU: Energy Strategy Papers

1. Attached please find the white cover drafts of the above papers

which were substantially completed in FY85. Earlier drafts of these

papers were reviewed and discussed at the working level both in EGY and
amongst the concerned regional staff.

2. We do not propose to process these papers beyond the white

cover stage. However, as they constitute early specimens of a relatively

new and still evolving product for the Bank, we would like them to be

discussed along with some other ESP's in a broader meeting including

regional and EGY staff. I will be sure to inform you when the time and

place for such a meeting has been fixed and I hope that you or your

representative will be able to attend.

cc: Messrs. Knotter (WANVP); Hablutzel, Westebbe (WAl);
Bouhaouala, Bauer, Husain, Davis (WAP).

Rovani, Hume, Bourcier, Sadove, Saunders,
Iskander, McCarthy, Fish, Heron, Ferroukhi,
Terrado, Kalim, Bates (EGY).

EGYSi Staff

MAhmed:hm

P-1867
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CAPE VERDE

Energy Strategy Paper

June, 1985
Huda Kraske



Cape Verde: Energy Strategy Paper

Background

The dispersion of Cape Verde (CV) among nine islands, high population

growth rate, limited endowment of productive land and natural resources,

location for international air and sea traffic, emigration accompanied by

substantial remittances, a persistent drought, and very prudent economic and

financial management of the country, have been major factors influencing the

country's economy both positively and negatively. The energy assessment

report for CV provides details of the country's energy situation, the issues

involved and options available. In summary, the energy situation of CV is

characterized by a total reliance on imported petroleum fuels for meeting the

needs of transport, industry and a third of the households, and the gradual

destruction of the naturally sparse plant cover to provide fuel for the

remaining two thirds of the households. Imports of petroleum fuels for

domestic use (35,100 tons in 1982) have gradually increased and consumed 
about

one-third of export earnings in 1982; this is exclusive of the important

international bunker market (at the port of Mindelo and at Sal Airport) which

CV services and which required about 150,000 tons in 1982. The consumption

rate of firewood and other biomass fuels is associated with a very severe

shortage of firewood. The scarce vegetation cover and continued erosion have,

in turn, contributed to the country's advanced state of desertification.

These actions have been virtually impossible to control in the absence of

affordable substitutes. The 1982 energy balance offers an insight into the

structure of Cape Verde's energy sector, as described above.

SUMMARY ENERGY BALANCE (1982)
(toe)

Other - Electric- Petroleum

Firewood Biomass city Products Total

Production 28,000 21,000 49,000

Imports 184,014 184,014

Reexports (149,068) (149,068)

Cross Consumption 28,000 21,000 34,946 83,946

Power Generation 1,521 ( 4,922) ( 3,401)a/

Trans. & Dist.
Losses (585) (585)

Net Consumption, 28,000 21,000 936 30,024 79,960

of which:
Industry 218 n.a. n.a.

Transport n.a. n.a.

Household/Commerce 28,000 21,000 718 6,260 55,978

a/ Conversion losses (waste heat).
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Issues and Options in CV's Energy Sector

In the context of its strategy to control the rapidly rising oil
import bill and combat increased desertification the major issues that the
Government of Cape Verde (GOCV) needs to address are:

(a) How to reduce the very high water distribution losses (estimated
at 42%) in view of the fact that desalinated water is highly
energy intensive;

(b) how to accelerate the commercialization and distribution of
improved cooking stoves among the country's estimated 50,000
households in order to conserve fuelwood;

(c) how to strengthen energy institutions to implement overall and
subsectoral planning so that comprehensive fuelwood, water and
power strategies are formulated and coordinated; and

(d) a related issue of significant importance is how to coordinate
the vast number of donor activities in the energy sector. Many

bilateral and multilateral agencies (UNDP, FAO, DANIDA, USAID,
SIDA, the Portuguese, French, Dutch, Italians and Belgians,
among others) are very active in assisting Cape Verde in a
variety of energy-related activities, all aimed at implementing
the Government's strategy. These range from afforestation
activities and wood stoves, to wind generation and desalination
projects, wind pumps and geothermal investigations.

The options available to Cape Verde are rather limited because of its

limited resources: natural resources, human resources and financial

resources. Thus, what is needed is further technical assistance to strengthen
CV's energy institutions, continue efforts to disseminate improved cooking
stoves and carry out studies to conserve energy. The energy assessment report
identified a large number of technical assistance requirements, most of which
are already under implementation by donors:

(a) the consolidation of the recently created Directorate General of
Energy to formulate energy development strategies, coordinate
sectorwide planning and prepare the energy sector investment
program;

(b) the creation of an Energy Information Center to collect, process
and publish energy sector data, operate a technical library, and
run a public information program;

(c) the organization of an Improved Woodstoves Commercialization
Program, as a critical component of a strategy to balance
firewood supply with demand;

(d) the implementation of a Management Information System (MIS) to
enable the power and water utility Electra's management to
separate power-related from water-related costs and thus provide

a solid basis for setting tariffs. The MIS would also allow
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management to set technical and financial performance targets
and monitor their achievement;

(e) the design of a Power System Loss Reduction Program to evaluate
the introduction of modern power plant control systems and load
management techniques, the redesign of system, standards, and the
improvement of maintenance and operational practices and
procedures;

(f) a review of the Desalinated Water Supply System, to develop a
long term expansion program to meet anticipated requirements,
and to analyze the possibilities for reducing the losses and
improving the reliability of water distribution;

(g) the establishment of a Forestry Data Recording and Collection
System that would gather information on planted areas, survival
rates, growth rates, standing volumes, planting costs,
production, rainfall, etc.

(h) the formulation and implementation of a Forest Management
Program that would seek to maximize the economic value of
existing plantations; and

(i) an expanded Training Program for Forest Service Staff to ensure
that sufficient staff will be available to execute the national
afforestation program as it is planned.

Country Energy Strategy

Objectives

Faced with very harsh climatic and geographic conditions, the
Government's overall development objectives are to increase agricultural
production and combat desertification, and the objectives for the energy
sector are to minimize the economic cost of energy and increase the
reliability of its supply. Based on these sound objectives and a review of
the energy situation, the energy assessment report concluded that the first
priority for the sector is to increase the efficiency of energy supply and
utilization, and to continue developing the country's single major energy
resource, firewood.

Investments

Based on the Government's objectives as discussed above, the highest
priorities of the sector are to increase the efficiency of energy supply and
utilization and to continue developing the country's single major energy
resource, firewood. Investment in the energy sector for FY84/85 has been
estimated at 844.4 million ECV (see subsectoral distribution below) which
seems adequate in the Cape Verdean context at present.

1. Power Investments

The most economical way to increase the supply, and at the same time
reduce the cost of, electricity is by improving the efficiency of power
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generation and reducing the losses between generation and sales from the
current level of 38% to about 12-15%. The Water and Electricity Utility
Electra is already preparing the replacement and rehabilitation of its major
distribution systems for which the budget estimate of 81 million ECV (US$1.1
million) appears to be inadequate. Further preparation is needed to determine
the scope and financial requirements of the projects that -will be required to
bring down losses to an acceptable level. It is expected that EDF and the
Italian Government will continue to support these attempts. These projects,
plus a few minor ones that involve the overhaul of equipment and improvement
of working conditions, deserve the highest priority.

2. Afforestation Investments

Firewood from forest plantations is the lowest cost fuel available to
the country and the lowest cost fuel that can be supplied to the rural
population to reduce the pressure on the remaining vegetative cover. The
current budgeted annual funding level of about 125 million ECV (1.6 million
US$) appears to be sufficient for the afforestation of 3,000-3,500 ha. per
year. This rate of afforestation needs to be sustained to plant all the lands
suitable for tree planting by the end of the century. In addition, to balance
fuelwood supply with demand and reduce the use of shrubs, grasses and other
organic materials that are needed to protect the soil, it is absolutely
crucial that the afforestation effort be complemented by a program to
introduce efficient woodstoves.

3. Wind Energy Development

Given the favorable wind regime in Cape Verde, the utilization of
wind energy for power generation, water desalination and water pumping appears
to have a significant potential for economic development. Based on the
technical and economic characteristics of the system, which remain to be
verified in pilot tests, hybrid wind/diesel power generation systems have the
potential for substituting about 390 toe of gasoil per year and wind water
pumps could obviate the need for 200-400 toe of gasoil per year. Therefore,
the projects to demonstrate and develop these applications, budgeted at 70
million ECV (0.9 million US$) for 1984/85, deserve high priority.

4. Petroleum Subsector Investments

The most recent major investment in the petroleum subsector was the
construction of a 2,000 tpy butane bottling plant in Praia (with a planned
expansion to 4,000 tpy) which is intended to reduce the high cost of importing
butane in bottles and which will be shared by ENACOL and Shell. The largest
investment that is being considered is the purchase of a 300-600 ton tanker
for interisland and possibly also import use, for which 52.7 million ECV
(US$0.7 million) have been budgeted. Another investment that could be of
interest is the construction of a storage tank for gasoline to enable the
country to import gasoline in bulk rather than in drums. On a very tentative
basis, it would appear that the US$200,000 cost to build a 1,000 ton tank, of
about 200 thousand US$, could be recovered in less than a year.



Policies and Institutions

The Government understands the importance of encouraging the rational
use of energy and the development of domestic energy resources by setting the
prices of the various energy forms used in Cape Verde at levels that reflect
their full economic cost. However, the pricing methodolog-y currently used is
based on unrealistic amortization schedules and returns on capital that are
not sufficient to allow the companies to replace their fixed assets when they
wear out and finance their future expansion. In view of the need to
strengthen the financial foundation of the enterprises, the Government should
request separate cost accounting for power and water from Electra, realistic
amortization scheduling based on revalued assets (ELECTRA and The National
Enterpri*se for Fuels and Lubricants ENACOL) and explicitly recognize the
capital costs associated with energy supply. With regard to firewood prices,
the Government should develop a strategy to ensure that the entire producible
output is sold, even though a portion of it may have to be priced at a level
below replacement cost, as a way to reduce the pressure on the country's
sparse vegetative cover. In addition, in view of the fact that water
desalination uses more energy than any other industry, the current subsidy of
the price of desalinated water is equivalent to a subsidy on energy
consumption. Here again, price should be raised to reflect its full economic
cost and encourage its more rational utilization. As to import duties on
petroleum products, they should be changed from specific to ad valorem.

The management of the energy sector is centered around the following
Government agencies:

(a) the State Secretariat of Industry and Energy (SEINE) of the
Ministry of Economy and Finance is charged with the planning and
regulation of supply and distribution systems for petroleum
products, electric power, water desalination, new and renewable
energy sources, energy conservation and energy pricing;

(b) the Forestry Service of the Ministry of Rural Development (MDR)
is in charge of afforestation, forest protection, forest
management, and the exploitation and sale of forest products;

(c) the Division of Renewable Energies (DER) of the MDR is in charge
of promoting the use of renewable energies in rural areas. It
is primarily active in the testing, installation and manufacture
of windmills for water pumping, desalination and small scale
electricity generation;

(d) the National Institute for Technology Research (INIT) is in
charge of the transfer and adaptation of available technologies
to meet the country's requirements. It is studying the
potential for wind power generation, geothermal energy, biogas
and solar ponds.

In addition, the actual supply of commercial energy is handled by the
following companies, which are regulated by the SEINE:

(e) the National Enterprise for Fuels and Lubricants (ENACOL), a
government-owned company created in 1979, which supplies about
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38% of the domestic market and 7% of the reexport market for

petroleum fuels;

(f) Shell Cabo Verde, a private company established in 1977, which

supplies the rest of the petroleum fuels market;

(g) Electra, a government-owned utility created in 1982 with the

merger of the Praia, Mindelo and Sal power utilities, is in

charge of the major generation and water desalination systems.

It operates a 2822 kW power plant in Praia, a 6560 kW power

plant plus a 2400 m
3/day multi-stage flash desalination plant in a

Mindelo, and a 1000 kW power plant plus a 660 m3 /day reverse

osmosis desalination plant in Sal;

(h) ten rural power plants, owned and operated by the local councils

and supervised by the Ministry of Interior, with a total

capacity of 1692 kW;

(i) two rural power plants owned and operated by the MDR, with a

total capacity of 360 kW;

(j) two captive power plants are operated on Sal by the airport 
and

a hotel. Their total capacity is 1740 kW.

These institutions have now reached the size and state of development

that makes it necessary to establish a sectorwide project planning and

coordination capability that would optimize the sector's investments in the

light of the country's development priorities and overall financial

constraints. Coordination is needed to organize the gradual takeover of the

rural utilities by Electra, and the integration of INIT's wind energy devices

into the Praia power network. Planning is needed to steer the public

enterprises of the sector away from dependence on grants and subsidies towards

financial independence and least-cost expansion. Analysis is needed to

understand the structure of energy demand, estimate the requirements for the

future, and the associated investment needs. Thus, the energy assessment

report supported the Government's initiative to create the Directorate General

of Energy (GDE) out of the Directorate General of Industry and Energy within

the SEINE as a center of expertise to formulate energy policy, coordinate and

screen energy investments and regulate energy prices. For the DGE to mature

and gain experience, technical assistance as described 
above is required.

The Role of the Bank

Current and Proposed Lending

Up to now, the Bank has had no operations, and therefore no

specifically defined strategy in CV's energy sector. The Bank Group's only

loans to Cape Verde were in 1983 to finance the reconstruction of the Port of

Praia and an IDF loan ($4 million) in FY85. An energy-related component of

the Port of Praia project is a study of the efficiency of interisland

transport system.

The Energy Assessment Report, completed in August, 1984 has

recommended a large program of technical assistance to CV's energy sector,
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most of which is already being financed by donors active in the country. An

attempt by EGY staff (working for ESMAP) to provide TA to Electra to institute

a power system loss reduction program was not successful due to the fact that

other donors (Italians) have already started doing just that. The rationale

for not carrying out any energy lending in CV at present is based on the fact

that (a) the Government is already receiving adequate f-inancing on very

favorable terms from bilateral and multilateral sources; (b) priority projects

for which financing has not yet been identified are too small to warrant Bank

financing and are expected to be supported by other donors; (c) possible

lending for power and water cannot even be considered prior to the completion

of on-going studies; and (d) the Directorate of Energy, established in 1984,

is still vacant, and therefore there is absence of appropriate counterpart to

discuss energy issues in a sectoral context.

The IDA lending program for FY85-88 as proposed by the Region

includes only a $3 million education credit in FY88. As to CESW, both the

recently completed Energy Assessment Report (August 1984) and the

comprehensive CEM have provided ample information on the country's overall

economic situation in general, and its energy sector in particular. No

further CESW is envisaged for Cape Verde in FY86-88 except for an updating of

the Energy Assessment Report within the context of ESMAP activities, possibly

in FY87 or FY88.

Policy Advice

The Bank's advice regarding energy-related issues should be confined

to energy pricing and duties on imported petroleum. Since we have no on-going

or proposed lending in the near future, this advice should be dispensed within

the regular macro discussions that are held regularly between regional staff

and GOCV.

The Role of ESMAP

Bank involvement in Cape Verde's energy sector in FY86-88 should be

limited to the provision of advice as discussed and of high priority technical

assistance to complement the list of technical assistance requirements

enumerated above, most of which are already being financed by donors. These

include (a) the preparation of a water system loss reduction program, (b)

institutional strengthening of the Directorate of Energy to coordinate donor

activities in the various energy subsectors, and, (c) preparation of an

integrated overall energy plan based on comprehensive power, forestry,

woodstoves and water plans. These activities can possibly be supported by

ESMAP operations if the Government so requests. Specific training needs could

then be identified within the context of those activities and funded

accordingly. If no requests are received from GOCV for ESMAP involvement,

then it would be judicious to delay any further action till the Status Report

is prepared (FY87?) at which time the Government could be approached to

discuss our participation in carrying out the above tasks.

Summary

For the next two to three years the Bank should limit its involvement

in Cape Verde's energy sector to urging the Government to adopt the pricing

and tariff changes listed above, monitoring the implementation of the priority
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technical assistance projects, and implementing under ESMAP some of the
priority technical assistance activities for water, institutions and
woodstoves if request from the Government is received. If no such request is
received soon, then the appropriate time to initiate ESMAP activities will be
in about one to two years time, when an updated report should be scheduled. A
necessary prerequisite for scheduling of the updated report will be the
appointment of an Energy Director, without whom a policy dialogue in a broad
sectoral context will be difficult- to initiate. For the longer term, there is
a remote possibility of identifying a joint power distribution and water
desalination and distribution project with Electra, but this would be
contingent on the outcome of the studies currently being carried out or
proposed, and the plans of other donors for the sector.



GUINEA BISSAU

Energy Strategy Paper

H. Kraske
June 1985
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GUINEA BISSAU

Energy Strategy Paper

I. Country Economic Background

During the last decade (1975-85), the Guinea-Bissau (GB) economy has

been facing increasing internal and external imbalances arising mainly from
the inability of the administration to handle a centrally planned economy.
The emergence of large budgetary deficits financed with domestic credit

expansion, together with inadequate pricing policies and an overvaluation of
the currency, led to growing parallel market activities, supply shortages,
depressed recorded exports, mounting external debt, and a higher dependence on
foreign aid to provide for basic necessities. Recurrent droughts in the

region aggravated the economic situation. Against this background, and with
support from the Bank and Fund, the Government started to implement important
measures in December 1983. These included: devaluation of the Guinea-Bissau
peso; increases in producer prices for the main crops; a limit in the increase

of the Central Government's wage bill; adjustments in consumer prices,
including those for petroleum derivatives; steps to reorganize and liberalize

the marketing system and other fiscal and monetary reforms. The measures

implemented during the first half of the program period had positive effects
in starting to correct structural imbalances. However, delays in receiving
foreign aid and balance of payments support, together with lack of

perseverance on the part of the authorities in pursuing institutional reforms

during the second half of the year, prevented the full achievement of the
objectives of the program and both the Bank and Fund are actively seeking
means to revitalize the Government's adjustment process.

II. Structure of the Energy Sector

Some of the characteristics of GB's energy sector listed below can be

seen in the context of the following Table summarizing the 1983 energy
balance:

SUMMARY ENERGY BALANCE, 1983
(toe)

Electric- Petroleum
Firewood Charcoal city Products Total

Production 195,000 - - - 195,000

Imports - - - 19,377 19,377

Change in Stock - - -4,425 4,425

Total Available 195,000 - - 23,802 218,802

Charcoal Production (43,000) 10,615 - - (32,385)a/
Power Generation b/ - - 2,950 (9,257) (6,307)a/

Trans. & Dis. Losses - - (800) - (800)a/

Spillage & Evaporation - (965) - (1,074) (2,039)a/

Net Consumption 152,000 9,650 2,150 13,471 177,271

Industry 4,000 - 687 - 386 5,073

Transport - - - 11,915 11,915

Household/Commerce 148,000 9,650 1,463 1,170 160,283

a/ Conversion Losses.
b/ Public utilities and autogeneracors.
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a. commercial energy consumption in GB was about 29 kgoe per
capita, one of the lowest in the region;

b. petroleum products constitute 8% of total energy consumed in GB,
while electricity accounts for only 1% (even including self-
generated electricity);

c. imports of petroleum products have declined in 1983 because of
the deterioration in the economy, but still constituted 86% of
export earnings, although they were less than 20,000 tons;

d. most of the petroleum products, which are imported are used in
transport, power generation and lighting;

e. because of the large amounts of imported petroleum products used
in the transport sector relative to the vehicle fleet, it is
possible that some of these fuels may be illegally re-exported
to neighboring countries;

f. the embryonic industrial sector relies entirely on gasoil-fueled
self generated electricity in the absence of a reliable power
supply;

g. the only indigenous energy resource in GB is fuelwood, used
almost totally in households in both urban (mostly in the form
of charcoal) and rural areas; and

h. because of clearing land for pasture and agriculture, the

advance of deforestation is becoming evident and is affecting
the reliability of charcoal supplies to the urban areas.

III. Major Issues in the Energy Sector

The major issues facing GB's energy sector are:

i) -an overvalued exchange rate which results in distorted energy

prices that do not reflect economic prices;

ii) financial difficulties of public enterprises which prevent them
from paying their bills to the power utility EAGB, which, in
turn, results in its operating at a loss;

iii) extremely weak institutions and shortage of trained manpower;

iv) the lack of spare parts and materials for the repair of storage
tanks and tanker trucks belonging to the National Enterprise for
the Distribution of Fuels and Lubricants (DICOL), and the need
to rehabilitate or replace its current facilities for the
unloading of tanker ships;

v) a deterioration in the quality of power supply, and a derating
of several units in the Bissau area; it is believed that over
half of the installed generating capacity is out of service and
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roughly 40% of the electricity that is produced is lost; outages
and voltage fluctuations are frequent and private generating
plants have proliferated;

vi) the Government's involvement in several power projects whose
economic justification is questionable, on the pretext that
their implementation would restore the balance between urban and
rural development and improve the supply of electricity to
Bissau; and

vii) the shortage of charcoal to the urban areas and inefficient
charcoal-making techniques.

IV. Proposed Energy Strategy for the Country

The rundown condition of the energy sector contributes to the general

economic deterioration that afflicts Guinea Bissau. The rehabilitation of the
sector should be accomplished within the framework of the Government's overall
Economic Stabilization Program, described earlier. Only after strengthening
sector institutions, adjusting policies and concentrating investments on the
rehabilitation of existing facilities so that they operate satisfactorily,
should Guinea Bissau consider capacity expansion. Therefore, the following
program should be considered top priority in total and should constitute the
Government's energy strategy in the short-to-medium term. The objectives of
the program are to lay the foundation for a reasonably efficient and
economically viable operating energy sector prior to consideration of any
expansion. The program has been discussed with Government officials in the
context of the green cover energy assessment report discussions, and agreement
reached as to the urgency required in its implementation:

i) Continued increases in energy prices to cover the cost of
petroleum products. Although the costs of petroleum products
are being covered in an accounting sense, they are still not
covered in an economic sense due to exchange rate distortions.
Economic pricing of energy and payment of bills by public
enterprises are a pre-requisite for the sound operations of the
Government's energy institutions. 0OGB is aware of this, and as
of April 1, 1985, electricity tariffs were increased by between
64% and 74% while prices of petroleum products were raised by
43% on average (with the exception of diesel oil for power
generation, which was increased by 100%).

ii) Implementation of an urgently needed rehabilitation program for
the power subsector. The power subsector is in such a state of
disrepair that it would be counterproductive to attempt to
install new capacity without first completing the process of
institutional organization, obtaining accurate information on
the existing system and putting it back in working condition.
Moreover, because of the scarcity of managerial, financial and
technical resources, it would be prudent to concentrate efforts
on the implementation of the following plan of action and
postpone other power investments. After the program is

completed, design and priority of future investments should be
re-evaluated on the basis of the prevailing condition of the
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economy at that time, EAGB's execution capability and improved
basic information which is not available at present. Therefore,
the following is a minimum core of the most urgent actions that
should be taken:

Policy Measures

a. complete the proposed separation of the water and power utility
(EAGB), from the planning and regulatory agency for power and
renewables (DGEA). Till now, there is still uncertainty

regarding the respective roles and personnel of these two
institutions, and there is need to reduce this uncertainty, cut
down on ill-advised planning and investment and optimize the
utilization of scarce management and technical capacity in the
sector. The separation of these two organizations, begun in
1983, needs to be finalized, and the financial and operational
viability of EAGB needs to be established;

b. adjust the current electricity tariff to reflect the opportunity
cost of foreign exchange used to import oil, which is not fully
reflected in the official exchange rate;

c. require the public sector agencies to pay their electricity
bills so that EAGB can operate on a sound financial basis.

Institutional Building Blocks

a. establish a training program for plant operators and other staff
to complement operational improvements;

b. strengthen metering, billing, accounting, administrative and
procurement procedures in order to strengthen EAGB's financial
situation;

c. perform a survey of autogenerators and standby plants in order
to better understand the power supply situation;

d. prepare a detailed map of the existing power supply system as a
first step towards reducing system losses;

e. determine the level and characteristics of electricity demand by
having DGEA collect and process data on electricity consumption
to increase knowledge of the sector for planning purposes; and

f. prepare a power system master plan to arrive at the least cost
power supply system (including hydro) capable of meeting
projected demand.

Investments

a. Repair and rehabilitate units IV and V in Bissau in order to
relieve the continued tight supply situation;

b. rehabilitate the LV and MV distribution networks in Bissau to
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reduce system losses;
c. establish a spare parts inventory so that operating and

rehabilitated units are properly maintained; and

d. interconnect with the major autogenerators in order to postpone
the need for immediate capacity increases.

The above action plan would take about three years to implement and require
about US$2 million of technical assistance for institutional building blocks
and US$10-12 million for investments.

iii) Strengthening the Petroleum Subsector: Given the fair to good
prospects *of finding petroleum in the offshore continental
shelf, continued promotion of petroleum exploration deserves the
highest priority. In line with the priorities of the energy
sector, those of the petroleum subsector are to complete and
consolidate the organization of the enterprises and to
concentrate investments on the rehabilitation of existing
capacities. In mid-1984, a new Ministry of Natural Resources
and Industry (MNRI) was created out of the former Ministries of
Industry and Energy (MEI) and Natural Resources (MRN). This
will consolidate all energy institutions under one Ministry. In
the petroleum subsector, the Government, with assistance from
IDA, is trying to strengthen Petrominas which is the technical
arm of the Government with responsibility for the petroleum
sector under the supervision of the MNRI. DICOL (the fuel
distribution company) is also receiving assistance in
institution building and training from Portugal. This seems
adequate at present.

iv) Strengthening the Forestry Department (DGF): The DGF plans to
provide technical assistance to charcoal producers to train them

in more efficient charcoal-making methods, within the context of
the SIDA-financed Forestry Project. This component of the
project is currently inactive awaiting the assignment of

national staff, of which there is a great shortage. Assignment
of such staff to carry out these tasks is urgent so that
problems associated with inefficient charcoal-making methods,
charcoal supplies to urban areas, and the impact of charcoal
production on the destruction of the natural forests, are not
exacerbated.

IV. The Role of the Bank

Lending

Priority actions by the Bank in the energy sector over the next 3-5
years should aim at providing technical assistance and institutional

strengthening to GB's energy sector through continuation of on-going support
to GB's petroleum subsector, which has been adequately provided under two IDA
credits totalling $20 million, and provision of support to the power subsector
via a power repair, rehabilitation and distribution project. Such Bank
involvement should be designed to ensure institutional strengthening and staff

training, proper planning techniques and formulation of investment decisions.
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Up to now the Bank's activities in GB's energy sector have been
limited to providing support to the GOGB to promote oil exploration by foreign
private companies, and to assist in strengthening Petrominas and training its
staff. This objective has had a good measure of success with the signing of
the agreement between GOGB and the international consortium headed by ELF-
Aquitaine. Considering the generally low interest of oil companies to explore
in new basins in view of the current weak petroleum pricing outlook and the
lack of success of the first well drilled by the Elf consortium, the Bank is
discussing with COGB possible ways, to provide a more attractive contractual
framework to the industry. Without continued Bank assistance, the success
achieved so far in petroleum explorations would lose momentum, and the Bank's
involvement till now would have been in vain, considering that GB cannot
continue promotion activities on its own because of the extreme scarcity of
its technical and managerial manpower resources. A second round of
exploration promotion conferences is scheduled for the last quarter of 1985.
If oil is found, Petrominas would like the Bank's assistance in mobilizing
resources to help finance its share of investment in development activities in
view of the tight monetary situation prevailing in GB and the large amounts
needed. The Bank should be willing to respond positively by helping to
arrange cofinancing for such a venture possibly with OPEC, EIB or even with
commercial banks. If there are no commercially exploitable finds in the next
two years, the Bank should critically evaluate the possibility of further
assistance to GB to attract more private interest and intensify exploration
activities.

In its efforts to further support GOGB's energy sector, it is of
utmost urgency that the Bank lend in the power subsector. As has been clearly
described in the energy assessment report, GOGB's power sector is in a state
of disarray, and uneconomic investment decisions are being undertaken. The
Bank can have greater leverage on GOGB to rationalize investment decisions in
power and restore the viability of the power sector through a repair,
rehabilitation, distribution and institution building project, i.e., through
implementation of the "plan of action" described earlier. As a result of the
findings of the assessment report, a $5 million IDA project is included in the
lending program for FY86(R).

In addition, since completion of the energy assessment report, two
IDA credits have been made to GB with energy components: (i) a $6.5 million
technical assistance credit with financing for consultants, equipment and
materials to the Ministry of Energy and Industry to repair petroleum storage
tanks and rehabilitate facilities for the unloading of tanker ships, and (ii)
an emergency $10 million reconstruction import credit, with financing of
urgently needed spare parts for the power sector. This credit is also
financing a study on petroleum products pricing.

Because of the assistance that the United Nations Sudano-Sahelian
Office (UNSO) is providing to the Directorate General of Forestry (DGF) in
addition to the SIDA-financed forestry project which includes a charcoal-
making component, Bank lending for forestry is not a priority at this time.

Policy Advice and Analysis

Building on the IMF's efforts in assisting GB carry out its Economic
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Stabilization Program, the Bank should support GB's efforts to rationalize its

foreign exchange rate, which is at the root of many of the country's economic

problems, including energy price distortions. Efforts by GOGB to remove these
distortions should be continued. The Bank should also seek to discourage GB
from making uneconomic new investments in energy (e.g. rural electrification
projects, a new generating plant for Bissau), and assess the possibilities of
reevaluating, redesigning and reorienting some on-going projects towards the
repair and rehabilitation of the existing system. The Bank should play a
greater role in aid coordination with major donors (e.g. AfDB, AfDF, SIDA,
Portugal) in order to forstall investment in uneconomic projects. The Bank

should also intensify the dialogue with SIDA to activate the kiln component of

its forestry project. Failing such reactivation, the Bank should consider
extending such assistance under ESMAP.

ESMAP Role

Building on the findings of the energy assessment, a package of terms
of reference for technical assistance projects designed to strengthen the
power sector was prepared by ESMAP staff in April, 1985 and made available to

donors for financing. These projects include assistance for:

a. the establishment of a training program for plant operators and
other staff;

b. strengthening the metering, billing, accounting and
administrative systems of EAGB;

c. strengthening and enforcing appropriate procurement procedures;
and

d. preparation of a detailed map of the Bissau distribution system.

It is expected that these TA projects will be financed by SIDA.
However, ESMAP financing should be made available if SIDA does not pick up the
whole package, in view of their importance as a prelude to the implementation

of the proposed power project.

Bilateral financing should also be sought under ESMAP to establish a
pilot mangrove energy project to export charcoal to fuelwood-starved African
countries such as Mauritania.
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ENERGY STRATEGY AND PREINVESTMENT DIVISION I
WEST AFRICA

ASSESSMENT ESMAP Country Coordinators
Country Stage Date C 0 P Primary Alternate Other Staff

* Benin BC 06/85 - - 1 Richter Muller
+* Burkina: GC 06/85 - - 2 Craig Muller Floor

Cameroon - - - Gray
Cape Verde BC 08/84 - - - Richter Sharkey
Central Africa Rep. - - - Sherbiny Shanberge
Chad - - - Craig Shanberge

+ Congo FY86 - - - Perine Ferroukhi
Equatorial Guinea - - - Richter Sharkey

+ Gabon FY86/87 - - - Perine Ferroukhi
* Gambia BC 11/83 3 1 - Armar Perine Malik
* Ghana FY86 - - - Richter Boroumand Grut

+ Guinea FY86 - - - Shanberge Decaux, Russell
* Guinea-Bissau BC 08/84 1 - - Sharkey
* Ivory Coast BC 04/85 - - 3 - Perine Floor, Ferroukhi
* Liberia BC 12/84 - 1 1 Borthwick Boroumand Bachrach
* Mali FY86 - - - Craig Muller
* Mauritania BC 04/85 - - - Richter Sharkey
* Niger BC 05/84 1 2 - Craig Shanberge
* Nigeria BC 08/83 - - 2 Aleem Taylor
* Sao Tome & Principe GC 07/85 - - - Sharkey Del Buono
* Senegal BC 07/83 1 3 - Craig Shanberge Floor, Malik

+ Sierra Leone FY86 - - - Aleem Thadani
* Togo BC 06/85 - 1 1 Richter Muller

C = Completed
0 = Ongoing
P = Planned

+ = Country where assessment or other strategy work is planned for FY86
under the ESW budget.

* = Country where active ESMAP involvement planned for FY86.



EMENA

ASSESSMENT ESMAP Country Coordinators

Country Stage Date C 0 P Primary Alternate Other Staff

+ Egypt - - - Gray Sherhiny Julius (cons.)

Hungary - - - Borthwick Thadani

Jordan - - - Sherhiny Aleem

* Morocco BC 03/83 - 1 - Sherbiny Muller Malik
* Portugal BC 04/84 - - - Sherhiny Borthwick

Romania - - - Craig Thadani

* Syria YC 08/85 - - - Gray Aleem Prasad

Tunisia - - - Sherhiny Gray

* Turkey BC 03/83 - - - Sherhiny Gray

+ Yemen Arab Rep. BC 12/84 - - - Gray Sherhiny Kraske
Yemen, PDR Aleem Gray

Yugoslavia Aleem Taylor

C - Completed

0 - Ongoing
P - Planned

+ - Country where assessment or other strategy work Is planned for
FY86 under the ESW budget.

* - Country where active ESMAP involvement planned for FY86.



EAST ASIA AND PACIFIC

ASSESSMENT ESMAP Country Coordinators
Country Stage Date C 0 P Primary Alternate Other Staff

+ China - - - Taylor Thadani Gray
Fiji BC 06/83 Taylor Boroumand

* Indonesia BC 11/81 1 3 3 Gray Aleem Gulstone, Floor
+ Korea - - - Thadani Aleem

Malaysia - - - Borthwick Gray
* Papua New Guinea BC 06/82 3 - - Borthwick Boroumand Alahdad, Mian

Philippines - - - Richter Borthwick
* Solomon Islands BC 06/83 - - - Taylor Boroumand Kiwana, Mian
* Thailand GC 07/85 - - - Borthwick Aleem Byer, Sadove
* Tonga BC 06/85 - - - Taylor Boroumand Kiwana, Mian
* Vanuatu BC 06/85 - - - Taylor Boroumand Kiwana, Mian
* Western Samoa BC 06/85 - - - Taylor Boroumand Kiwana, Mian

C = Completed
0 = Ongoing
P = Planned

+ = Country where assessment or other strategy work is planned for FY86
under the ESW budget.

* = Country where active ESMAP involvement planned for FY86.

MAhmed/aaf
August 19, 1985



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

Divisional Country Coordinators: Summary of Responsibilities

A. Country Focus

- Understand and monitor principal energy issues in the country.

- Follow progress of Bank energy work to resolve these issues.

- Provide focal point for divisional liaison with country
officials, Bank units and other donor agencies on all matters
relating to the country. In particular, interact with Regional

Energy Lead Advisors (RELA's) in EGY and support their efforts
to strengthen country focus and integrated anproach to sector
issues.

- Contribute to and coordinate divisional input into review of

CPPs, SALs, etc.

- Originate/clear all communications from the division to the
country.

B. Work Program Development

- Prepare proposals for sector work for annual CESW Indicative

Statement and provide lead in their presentation and discussion
with regional and front office staff.

- Prepare proposals for initiating ESMAP work in the active ESMAP
countries and participate in presentation and discussion within

Bank.

- Prepare ESMAP project proposals for submission to potential

donors for cofinancing.

C. Work Program Delivery

- Manage/participate in strategy or assessment tasks assigned to

the division.

- Coordinate and monitor processing of preinvestment tasks (N.13.
researchers who are alternates will generally also be involved

directly in some of this work).

- Ensure that appropriate regional/EGY clearances are obtained at

all stages and divisional reports are circulated in accordance

with Bank procedures.

- Participate in divisional internal review of all white covers

for the country.



- Prepare quarterly statement on status of divisional work program
in the country and identify potential issues for delivery of the
program (staffing, budgetary, timing, etc.).

- Monitor progress of cofinanced ESMAP operations and compliance
with cofinancing agreements and reporting requirements.

MAhmed:aaf
August 19, 1985



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: August 23, 1985

TO: Mr. David G. Reese, Division Chief, (WA1DB)

FROM: Masood Ahmed, Acting Division Chief, EGYS1

EXT: 73996

SUBJECT: LIBERIA: Energy Strategy Paper

1. Attached please find the white cover draft of the above paper

which was substantially completed in FY85. An earlier draft of the

paper was reviewed and discussed at the working level both in EGY and

amongst the concerned regional staff.

2. We do not propose to process this paper beyond the white cover

stage. However, as it constitutes an early specimen of a relatively new

and still evolving product for the Bank, we would like it to be discussed

along with some other ESP's in a broader meeting including regional and
EGY staff. I will be sure to inform you when the time and Dlace for such

a meeting has been fixed and I hope that you or your representative will

be able to attend.

cc: Messrs. Knotter (WANVP); Isenman (WAL);

Bouhaouala, Bauer, Husain, Davis (WAP).

Rovani, Hume, Bourcier, Sadove, Saunders,
Iskander, McCarthy, Fish, Heron, Ferroukhi,

Terrado, Kalim, Bates (EGY).

EGYSI Staff
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Liberia: Energy Strategy Paper (ESP)

I. Country Economic Background

After two decades of rapid economic expansion fueled by export
earnings from extractive activities in iron ore, rubber and timber, during
which public savings were adequate, the Liberian economy began to experience
economic difficulties in the mid-1970's. Demand for these commodities began
to soften, which in turn led to a deterioration in public finances and acute
shortage of foreign exchange. The situation was made worse after the 1980
coup, when the new administration expanded public employment and increased
wages in the public sector. The current deficit soared and it was only
because of foreign assistance that investments in the public sector were
maintained at a reasonable level. Yet funding for maintenance of public
assets became scarce and many of Liberia's past investments in transport,
power, social services and other facilities deteriorated.

With the continuation of the depressed global market for iron and
steel and the likely closure of the Bong iron mine (and possibly other mines)
by the early 1990's at the latest, prospects for fast economic growth seem
limited. Along with the general economic decline, there has been a decline in
the consumption of oil and electricity. The overall economic decline has been
exacerbated by political uncertainty, ineffective fiscal policies, capital
flight, reduced investments, increased debt burden and poor management of
major state-owned companies, including the Liberian Electricity Company (LEC)
and the Liberian Petroleum Refining Company (LPRC), which suffer from severe
liquidity problems. The Bank and Fund have been active in assisting Liberia
implement an Economic Stabilization and Restructuring Program. Although a
Structural Adjustment Credit has been negotiated, it has not become effective
pending agreement with the Fund.

II. Current and Future Structure of the Energy Sector

The present and projected pattern of final energy consumption in
Liberia as shown below highlights some of the features of Liberia's energy
sector:
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FINAL ENERGY CONSUMPTION
('000 toe)

Biomass Share
Fuels Electricity Petroleum .Total (M)

1983

Mining and Other
Industry 4.4 55.9 46.4 104.1 11.6

Transport - 147.6 147.6 16.1

Agriculture - 1.9 5.7 7.6 0.8

Households 625.7 9.0 4.5 639.2 69.7
Commerce/Government - 12.0 4.2 16.2 1.8

Total 630.1 76.2 208.4 917.3
Share (M) 68.7 8.7 22.7 100.0

1993

Mining and Other
Industry 10.2 3.5 2.2 15.9 1.5

Transport - - 175.2 175.2 16.0

Agriculture - 1.9 9.1 11.0 1.0

Households 845.9 14.3 6.7 866.9 79.4

Commerce/Government - 17.9 4.5 22.4 2.1

Total 856.1 37.6 197.7 1091.4

Share (W) 78.4 3.5 18.1 100.0

- Indigenous fuelwood and charcoal constitute 69% of total energy

consumed in 1983. This proportion is projected to increase to

78% in 1993.

- In 1983, households consumed 70% of total energy, 98% of which

was in the form of fuelwood. By 1993, households will consume

about 80% of total energy.

- Commercial energy consumption in mining and industry will
decline from about 100,000 toe in 1983 to about 6,000 toe in
1993 due to the closure of the Bong iron ore mine.

- Demand for commercial energy (electricity and petroleum) will

increase slightly in the other consuming sectors, namely

transport, agriculture, households and services from about
185,000 toe in 1983 to about 230,000 toe in 1993.
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- Overall growth in energy supply over the period 1984-1993 is
expected to be 3.6% p.a. (i.e. marginally higher than
population growth), and its source will be almost exclusively
wood fuels.

III. Main Issues and Options in the Energy Sector

The December 1984 energy assessment report offers a detailed
diagnosis of the sector and the options available to Government. The
assessment has been extremely helpful in focussing the Bank's thinking and
lending in energy, and its recommendations were, or will be, incorporated into
the recently negotiated SAL, the Second Petroleum TA Project, the proposed
Power TA Project, and several follow-up ESMAP activities.

A. Petroleum Sector

Issues Identified in the Assessment

(i) How to continue attracting oil companies to explore in new
blocks;

(ii) How best to improve the efficiency of petroleum product
procurement, storage and supply to the wholesale market;

(iii) Whether to completely dismantleor mothball the refinery; and

(iv) How to restore financial viability to LPRC to procure products
when required and in the desired quantities.

Recommendations of the Assessment

(i) Continue promotion efforts to attract private oil companies to
explore.

(ii) Upgrade the petroleum storage facilities at the water front.

(iii) Dismantle the refinery.

(iv) Dissolve LPRC and form a new petroleum supply company assisted
by an experienced oil company.

Recent Developments Since Completion of the Assessment

(i) An IDA-financed Second Petroleum TA Project designed to support
the Government's efforts has been signed.

(ii) The Government, while agreeing to all the closing-down and cost-
reducing actions recommended in the Energy Assessment Report,
was unwilling to liquidate LPRC and replace it by a new
corporation. After intensive discussions during the SAL
negotiations, it was agreed that LPRC will not be liquidated but
its functions will be limited to importing, storage and
distribution of petroleum products.
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(iii) Again, after lengthy discussions, it was agreed that the
refinery will not be dismantled but only mothballed, and will
not be reopened without prior consultation with the Bank.

(iv) A study on how to improve storage facilitiesat the water front
will be financed under the Second Petroleum TA Project.

B. Power Subsector

Issues

(i) Reduction of unpaid consumption, collection of dues, and
restoration of financial viability of LEC.

(ii) Formulation of a least cost plan for supplying electricity over
the remainder of the decade utilizing the capacity of the
enclave mining sector.

(iii) Preoccupation for a long time with major transmission projects,
large scale hydro and rural electrification, instead of the
rehabilitation of existing facilities.

Recommendations

(i) Introduction of regulations supported by legislation to ensure
full payment for electricity supplied, and penalize offenders.

(ii) Rehabilitation and redesign of distribution facilities and
metering, especially in the Monrovia Power System (MPS).

(iii) Management of LEC under an external management contract.

(iv) Negotiations with the Bong Mining Company for the supply of
thermal power to reduce reliance on high cost LEC generation.

(v) In rural areas curtail investments and raise tariffs, eventually
to cover variable costs, in order to reduce LEC's losses.

Recent Developments

(i) Means to restore LEC's financial rehabilitation are being
addressed under the SAL's parastatal rehabilitation TA.

(ii) A power system efficiency audit, financed under ESMAP, will be
carried out in June, 1985.

(iii) Terms of reference for a review of power exchange possibilities
between the mining enclave and LEC has been drawn up under
ESMAP, and financing is being sought.

(iv) An initiating project brief for an IDA-supported Power Sector TA
and Rehabilitation Project has been prepared, and the credit is
now included in the lending program for FY87.



C. Forestry

Issues

i) Reduction of the pressure on the remaining forests within reach
of major urban areas by utilizing retired rubber trees for
charcoal.

(ii) Upgrading the efficiency of conversion from wood to charcoal.

(iii) Investigating the feasibility of charcoal exports to countries
in West Africa suffering from deforestation.

(iv) Substitution of fuelwood for fuel oil in iron ore drying.

(v) Formulation of a strategy for least cost supply of fuelwood to
the households and commercial/industrial market in the longer
run when fuelwood consumption is projected to increase sharply.

Options

Ci) Carry out a resource inventory of smallholder and concession
plantations, identify the location and quantity of rubber tree
wood available for the next 10 years.

(ii) Expansion of the on-going demonstration projects for low cost
metal kilns and the establishment of a credit facility for their
supply.

(iii) Mounting a trial shipment of charcoal to Senegal or Mauritania
as part of a feasibility study of the prospective trade.

(iv) Production and demonstration of improved charcoal stoves from
elsewhere in Africa, e.g. Kenya.

(v) Carry out a study to evaluate the potential for fuel
substitution for iron ore drying and prepare an implementation
plan.

Recent Developments

Terms of reference for the options mentioned above have been prepared
by ESMAP staff, for which donor financing is still being sought.

D. Institutional Arrangements

Issues

Ci) Weakness in energy policy and planning as a result of a shortage
of staff and experience in the Department of Energy (DOE).

(ii) The National Energy Commission (NEC) which has advisory powers
only, is weak and ill-equipped.
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(iii) LEC is constrained by lack of expertise in both power system
planning and analysis, engineering skills and by a shortage of
local funds as counterpart to foreign costs. Because of its
very weak financial condition, LEC's liquidity was reduced to
critical levels by mid-1984, to the point where it was unable to
meet debt service payments to creditors, including the Bank.

(iv) LPRC is constrained by the excessive and redundant number of
employees, is financially insolvent and lacks expertise in
petroleum products procurement practices.

Options

(i) Formation of an energy policy and planning division (EPD) within
DOE with the following characteristics:

a. close advisory relationship with the Economic and
Financial Management Committee;

b. representation of the head of EPD or DOE on the boards of
LEC and LPRC;

c. staffing EPD with at least three full-time high level
professionals plus support staff and trainees.

(ii) Dissolution of NEC.

(iii) LEC management dealt with under Power Subsector (B) above.

(iv) LPRC dissolution dealt with under Petroleum Subsector (A) above.

Recent Developments

The Bank has recently discussed with USAID continuance of their
assistance to DOE for energy planning services, which is budgeted only through
September, 1985. However, USAID local offices in Monrovia are reluctant to
make a commitment to do this without greater budgetary allocations from
Washington. In addition to the need to fill the vacancy for the Energy
Advisor role in DOE, expatriate energy investment and policy planning expert
should be hired for a period of at least two years, to assist in investment
planning, establishing EPD and energy sector analysis. Terms of reference for
the provision of two full-time energy planning professionals are being
circulated by ESMAP for financing by donors.

IV. Priorities

Since most of the recommendations of the energy assessment report have
been dealt with in the context of the various lending and TA operations,
priority remains to see that:

(i) a strategy is formulated to ensure an adequate supply of
fuelwood/charcoal to households in the longer run when fuelwood
consumption is projected to increase sharply;
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(ii) financing for the top priority TA activities, for which TOR's
have been prepared under ESMAP, is located; and

(iii) Liberia complies with loan covenants and conditionalities
imposed in the context of SAL regarding the refinery and LPRC
operations, and that recommendations of on-going studies are
carried out.

V. Liberia's Energy Strategy

Objectives

From the above discussion, it can be seen that Liberia's long-term
objectives in the energy sector should be focussed on providing reliable
energy supplies to its citizens at reasonable prices, accelerating its
petroleum exploration efforts, and increasing earnings from the export of
charcoal to energy-scarce areas in West Africa such as Senegal and
Mauritania. In the short-to-medium term, Liberia should aim at restoring the
financial viability of its energy parastatals LEC and LPRC and maximizing the
serviceability and productivity of installed energy production, storage and
handling capacity in the petroleum and power subsectors. The recently
negotiated SAL aims at improving the financial performance of a group of
public enterprises, including LEC, so as to reduce their claims on scarce
public resources, and improve the quality of services provided to the public.
New initiatives are already underway to improve the efficiency of petroleum
procurement and rehabilitate some of the distribution facilities. Therefore,
assuming Liberia adheres to the commitments made under SAL and other lending
and TA operations since the energy assessment, the country's energy strategy
would then have been geared in the right direction.

Priority Investments in the Energy Sector

Energy sector investments comprised about 3-4% of total public sector
investments since 1976 except in the years 1981/83 when they reached 20%
because of huge outlays on power generation, petroleum exploration, product
storage and refinery equipment. The level of energy investments included in
the GOL program for 1983/87 is still at the same level of 4% (about $10
million p.a.) which the energy assessment mission regarded as too low.
Instead, the mission has proposed higher investment (about $14 million p.a.)
especially for the rehabilitation of the Monrovia Power System (MPS).
However, considering the extreme economic and financial difficulties that
Liberia faces, a revised energy sector investment program as shown in the
Table below was prepared to assist GOL in selecting projects of the highest
priority.
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Table 1

MAJOR NEW INVESTMENT BY PRIORITY CLASS
(US$ million 1983)

Estimated Total Cost Progress
Projects in Program for 1984-93 Made Under

1. Top Priority
(to be initiated in 1984/85)

Power Sector
Distribution and generation

rehabilitation in Monrovia 10.20 Proposed power
Meters 1.40 TA and reha-

bilitation
Rural distribution and meters 0.90
Management and distribution metering

and billing reform contracts 3.50

Industrial Sector
BMC fuelwood supply and TA 0.85 ESMAP

Household Sector
Charcoal kilns, rubber wood resources

and charcoal export studies 0.40 ESMAP

Petroleum Sector
Management contracts and engineering Second Petroleum

design for petroleum handling and TA Project
storage 0.80

Total 18.05

2. High Priority

(To be initiated 1984-1987, pending negotiations, comprehensive power system
planning, and detailed pre-investment work)

Power Sector (indicative projects pending
least cost plan outcome)

Slow speed diesels 16.20
Mount Coffee Hydro additions 19.00
Robertsfield, Totota and BMC exchange

transmission and related work 11.00

Petroleum Sector
Petroleum handling, storage and depot

rearrangement and rehabilitation 7.50
53.70

* Total Priority investments 71.75
" Estimated foreign exchange requirement 60.00



VI. Role of the Bank

Lending

The four Bank power loans to Liberia over the period 1970-78, which
totalled $26.8 million out of a total lending program of. $163 million, i.e.
16.4%, aimed at building LEC's physical infrastruture, improving its
management, finance and operations and providing training to its staff. While
the first objective was completed without major difficulties, LEC's capability
and its financial situation deteriorated primarily because of the increase in
oil prices, poor metering, billing and collections. Relations between the
Bank and LEC have been marred by periods of misunderstandings, confusion and
irritation but have been quite harmonious for the last three years to the
extent that LEC management has been following Bank staff advice. The argument
for Bank re-entry (even on a very small scale and even in a catalytic
capacity) in Liberia's power sector is extremely strong to prevent further
deterioration of assets and to allow LEC to significantly improve its
financial performance. Efforts to improve petroleum products procurement
operations will not be sufficient to rehabilitate the financial situation of
the petroleum subsector, without rehabilitation of the power subsector through
Bank assistance to LEC, due to the interdependence of the two subsectors. The
Bank is financing under SAL a review of what ownership/management of LEC
ensures that the utility is run efficiently. Various power sector pre-
investment will also be carried out with ESMAP assistance (power subsector
audit, power exchanges, etc.), and the proposed Power TA and Rehabilitation
Project is a natural continuation of a process already begun.

In the petroleum sector, the Bank has provided support to Liberia to
promote oil exploration by private oil companies and strengthen the
capabilities of the MLME. This was done through a 1980 $5 million petroleum
promotion loan. An exploration/production agreement between GOL and AMOCO
crowned this promotion strategy with success. In order to continue its
successful exploration promotion activities, it is essential that the Bank
continue providing support to Liberia. A second credit of $2.6 million has
just been signed through which the Bank will continue such assistance and
further assist in strengthening the institutions dealing with the petroleum
sector. Generally speaking, collaboration between the Bank and Liberia in
this area has been good.

In forestry, the Bank has aided the strengthening of the Forestry
Department (FDA) and the development of an industrial trial plantation through
a $6 million credit in 1978. It is important that Bank assistance to Liberia
in forestry be continued in order to continue the momentum already started in
strengthening FDA in view of the anticipated acceleration in fuelwood
consumption, and increased activity in charcoal production and export. A $5.0
million allocation of funds for forestry in FY87/88 would ensure a
continuation of sound forestry practices. Due to the constraints on
concessional IDA financing, efforts should be made to locate other sources of
funds to continue Bank involvement in this vital sector.

Policy Advice and Institutions

The Energy Assessment Report, published December 1984, offered an
excellent diagnosis of the issues and options available to Liberia. Its
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conclusions were extensively discussed within the Bank and with the
Government, and formed some of the conditionalities that were included in the
recently negotiated SAL. Almost all of the report's recommended studies and
policy advice have been addressed in the context of SAL, the Second Petroleum
TA Project, ESMAP activities and the proposed Power TA and Rehabilitation
Project. A very frank and constructive dialogue with GOL has been going on on
the petroleum, power and the public enterprises subsectors.

Future steps should involve a close monitoring of all these lending
and TA activities and ensuring compliance with loan covenants. Specifically,
the Bank should keep watch over the refinery to ensure that it is not operated
uneconomically. In the power subsector, it is important that no grand rural
electrification or transmission schemes are implemented, and instead emphasis
be placed on rehabilitation and less reduction. Further activities will be
formulated after the results of the on-going studies become known (in a year
or two). Following the preparation of an ESMAP Status Report in FY87, which
updates the findings of the Energy Assessment Report, an update and revision
of this strategy paper should be made.

ESMAP Activities

In May, 1985 terms of reference for the following recommended
technical assistance projects were prepared under ESMAP and circulated to
donors for funding.

Estimated Cost

1. Power Efficiency Audit $ 75,000

2. BMC-LEC Power Exchange Review -30,000

3. Improved efficiency in Use of
Rubberwood and Natural Forest 280,000
a. resource survey ($100,000)
b. kiln field trials ($80,000)
c. export feasibility study ($100,000)

4. BMC Ore Drying Fuelwood Conversion 50,000

5. Energy Planners 500,000

935,000

Of these TA projects, ESMAP is scheduled to finance nos. 1 and 3.c
for a total of $175,000. A mission to execute the power efficiency audit will
be in Liberia in June 1985. This mission will also at the same time review
the possibility of ESMAP financing of TA project 2. Financing for TA projects
3.a and 3.b is still being sought from USAID, EEC, and GTZ. The output of the
two ESMAP-financed projects (#'s 1 and 3c) will be pre-investment studies to
be followed by the proposed power rehabilitation and TA project and probably
by private investors who may be interested in exporting charcoal.

For TA projects 4 and 5 no financing sources have as yet been
identified. USAID has taken the position with regard to the latter that it
does not want to continue its assistance in this area because of shortage of
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budgetary constraints. Nevertheless, discussions between the staff of ESKAP

and USAID in Washington are continuing, to arrange for continued USAID

assistance in this sector. Because of the importance of these pre-investment

activities to Liberia's energy sector, intensive efforts to locate financing

should continue.

Conclusions

Everything that could be done to assist Liberia in the Energy Sector

is being done, i.e. in petroleum, institutions, power and pre-investment

activities. A forestry project, which builds on the on-going forestry

project, should be prepared and financing arranged. Liberia should, after

reaching agreement with the Fund, adhere to the agreements reached with the

Bank on major policy issues, e.g. refining and procurement.
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Mauritania - Energy Strategy Paper

I. Country Economic Background

Mauritania is a large country, three quarters of. which is covered by
desert, with a very small population of 1.6 million. Crop farming is limited
to the Senegal River Valley and the extreme southeast, but even there,
rainfall is irregular and does not exceed 600 mm/yr. Although per capita
income is relatively high on average ($460 in 1984), standards of living are
among the lowest in the world. Outside of traditional agro-pastoralism, the
economy is dominated by two enclave industries, iron ore mining and fishing.
The effects of depressed iron ore earnings, exceptional droughts and the
resulting erosion of its livestock herd, weak economic management, the costly
war in the Western Sahara and mounting external debt during the past decade
have precipitated the current acute financial crisis in Mauritania. Continued
extremely high levels of investment in transport, mining and irrigation
without proportionally high returns on this investment have curtailed
Mauritania's growth rate and aggravated its dependance on foreign resources to
meet consumption as well as investment requirements, resulting in a current
account deficit averaging 33% of GDP in 1982-83. As a result of this crisis,
there has been a growing recognition on the part of the Government as to the
need to strengthen its own financial management and investment programming as
well as its institutions including the mining company SNIM and power utility
SONELEC. This recognition is being translated into the Medium-Term Economic
and Financial Recovery Plan, reinforced with a 12-month 1985-86 IMF adjustment
program and beginning in 1986, with a three-year rolling investment program.
In support of this Plan, a debt rescheduling exercise has been concluded with
the Club of Paris in April 1985, and an IDA-supported public investment review
is currently underway. The April 1985 Energy Assessment Report offers an in-
depth analysis of the issues and options facing Mauritania in the energy
sector, and this paper is largely based on it.

II. Structure of the Energy Sector

The prevalent features of Mauritania's energy structure, many of
which can be discerned from the 1983 estimated energy balance presented below,
are:

On the supply side

1. Total energy consumption in 1983 amounts to about 300,000 TOE
and is met in about equal parts from fuelwood and imported
petroleum. Despite the importance of iron ore mining and ocean
fishing, energy consumption per capita is low, i.e. 0.18 TOE per
capita, or 200 TOE per million US$ of GDP in 1983.

2. Fuelwood (and a minor amount of agricultural residue) is the
only indigenous energy resource available at present in
Mauritania.

3. Two thirds of the charcoal consumed in Mauritania is imported,
mainly from Senegal.
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4. All petroleum products are currently (1985) imported, although
the refinery was operated in 1983 for an extended trial period
and processed 105,000 TOE of crude.

5. Gasoil is the most important petroleum product accounting for
over 70% of 1983 petroleum products consumption, due to its use
in power generation, mining and transport.

6. There is no hydropower potential in Mauritania apart from a
share in the Manantali project, currently being developed by
OMVS.

On the demand side

7. The households subsector is the major consumer of total energy
(52.8%), 97% of which is fuelwood and charcoal, and the rest
being LPG, kerosene and electricity.

8. Stimulated by a substantial subsidy, the consumption of butane
nearly tripled in 1982-83 and now accounts for about 9% of urban
residential energy consumption.

9. Industry and mining consume the highest share of electricity.

III. Key Issues and Options in Mauritania's Energy Sector

Mauritania has very few options in increasing its energy supplies
considering its lack of commercial energy resources and sparse vegetative
cover. Therefore, emphasis needs to be placed on energy conservation, energy
planning and institutional strengthening, efficiency improvements in

electricity, hydrocarbon exploration, solar and wind development and forestry
and fuelwood development. For these measures to be implemented, technical
assistance at a substantially increased scale, is required. Below is a
systematic listing of issues facing Mauritania in the energy sector and
specific TA requirements, some of which are already being provided by the Bank
and other donors. Policy issues that need to be addressed are discussed under
Section VI-B.

A. The Electricity Subsector

Issues

a. technical, financial and managerial inadequacies of SONELEC;

b. installed equipment is in need of repair;

c. very high generation and distribution losses in the Nouakchott
and Nouadhibou systems;

d. Nouadhibou's SONELEC plant uses expensive gasoil although it is

equipped for fuel oil use;

e. lack of coordination between SONELEC and self producers, i.e.
SNIM in Nouadhibou and other important self-producers in
Nouakchott;
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f. lack of project analysis and system planning, and lack of
systematic staff training; and

g. uneconomic tariff structure.

TA requirements

a. in coordination with the rehabilitation activities being carried
out in Nouakchott and Nouadhibou and financed by IDA/EIB/CCCE,
an efficiency audit for the Nouadhibou system (SONELEC and self-
producers) to evaluate options for reducing losses in
generation, transmission and distribution and for improving
electricity dispatch practices;

b. an electricity tariff study to determine a pricing structure
based on economic costs of supply and SONELEC's future financial
requirements. This is contingent on improvements in SONELEC's
cost accounting and demand forecasting system;

c. establishing an electricity planning and project evaluation
capability within SONELEC; and

d. technical assistance in converting the Nouadhibou power
generation plant to fuel oil, emphasizing proper operating
procedures, training of technical staff in operation and
maintenance, and adequate procurement arrangements for fuel and
spare parts.

The first three (a,b,c) TA requirements to SONELEC are already being
covered under the recently approved IDA Parastatal TA and
Rehabilitation Project. Indications are that the fourth TA
requirement (d) will probably be provided by EIB.

B. The Petroleum Subsector

Issues

a. Inefficient Product Marketing

1. transport of LPG in cylinders from Dakar is very expensive;

2. the need for an LPG bottling plant in Nouakchott; and

3. procurement arrangements and storage capacity required for
expanded use of fuel oil in power generation and industry.

b. Petroleum Pricing

1. cif import prices as incorporated in the pricing structure
differ greatly from costs actually incurred, with the
difference being borne by the petroleum distributing
company SMCPP;
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2. gasoil retail price is less than 60% of that of gasoline;

3. preferential prices for gasoil are widespread; and

4. a subsidy on butane to encourage substitution for fuelwood
has primarily benefitted the rich.

c. Petroleum Refining

Economic and financial non-viability of the refinery.

d. Exploration Promotion

Though a degree of exploration activity has been maintained,
seven out of nine blocks are presently free for further
promotion.

TA Requirements

a. improving the petroleum product marketing system, which includes
establishing the necessary infrastructure for butane and
transporting it in bulk from Dakar, kerosene and fuel oil
marketing, and for bunker sales to the fishing fleet;

b. institutional strengthening of the petroleum distribution
company SMCPP;

c. evaluation of the petroleum product pricing structure, with a
view to rectifying its anomalies;

d. mothballing the refinery; and

e. continuation of the exploration promotion campaign.

The first three topics (a,b,c) will be studied under the 1982 IDA
Petroleum Exploration Promotion Project Cr.1175-MAU. The remaining
two issues d and e will be dealt with later in this paper under
Policy Dialogue and Analysis.

C. The Fuelwood Subsector

Issues

a. severe natural obstacles to forest growth;

b. fuelwood and charcoal prices are well below the cost of
reafforestation;

c. lack of Government and popular commitment to forestry protection
and tree planting;

d. serious institutional weaknesses; and

e. low energy use efficiency, especially in households.
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TA requirements

a. a medium term institutional assistance program in support of the
Direction de Protection de la Nature (DPN), which emphasizes
forestry planning, project preparation, administration, and
monitoring of field activities. Training programs are required
to prepare local staff to effectively handle tree planting
programs. The UN Sudano-Sahalian Office (UNSO)-financed, Bank-
executed, project is providing assistance in training, equipment
and the preparation of a forestry management plan;

b. a pilot project for improved woodstoves to (i) evaluate present
cooking and dietary habits; (ii) test suitable stove models for
their technical feasibility and social acceptability, and (iii)
identify requirements for successful dissemination including
production facilities, distribution systems, and follow-up;

c. a study on the importation and distribution of charcoal to urban
and rural consumers, including institutional and logistical
requirements. This study will be carried out under Cr.1175-MAU
which is financing several studies in the energy sector; and

d. a research program focusing on appropriate technical packages
for reafforestation in arid and semi-arid zones, including
plantation methods, introduction of new species, and accelerated

regeneration techniques.

D. Renewables (Wind and Solar Energy)

Issues

a. lack of appropriate strategy and policies;

b. lack of infrastructure to test, produce, disseminate and service
suitable equipment;

c. lack of coordination and focus of external assistance efforts;
and

d. the Governmental National Alternative Energy Unit (CNEA) needs
to focus better on priorities.

TA Requirements

a. a study of specific applications such as wind-based electricity
generation in Nouadhibou, wind and/or solar water pumping in the
Senegal River Basin, and solar water heating, to be followed by
pilot projects and larger-scale dissemination; and

b. an institutional study of the objectives and functions of CNEA,
with emphasis on using this institution to stimulate and
coordinate renewable energy development.
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E. Energy Conservation and Substitution Program

Issue

The need to enhance the efficiency of energy use in transport,
fishing and industrial subsectors, and the -lack of appropriate
Government policies and institutions.

TA Requirements

a. for road transport: (i) training in fuel-efficient driving
techniques and in vehicle maintenance, including diesel
vehicles; (ii) technical assistance in improving public urban
and intra-urban transport, and in strengthening the public
transport corporation STPN; (iii) technical assistance in
establishing a centralized system of vehicle maintenance and
control for governmental services;

b. for the fishing sector, a study on the establishment of a
service center for fishing vessels in Nouadhibou; and

c. a study on the fuel conversion potential in major industrial
enterprises and preparation of a related program. This may be
followed by energy audits to identify specific fuel conservation
options, over and above fuel substitution.

F. Energy Planning and Policy Coordination

Issues

The Energy Directorate, which is in charge of energy planning
and policy coordination is weak and suffers from grossly
inadequate manpower and budgetary resources.

TA Requirements

a. an institutional study of the Energy Directorate to (i) better
define this institution's objectives and role within the energy
sector, (ii) identify budgetary and manpower requirements, and
(iii) prepare a training program based on energy system analysis
and the principal technical, financial/economic, and
institutional issues in the energy subsectors;

b. placement of an energy adviser to assist the Directorate in
implementing the institutional study's recommendations and in
strategy and policy analysis especially of pricing and
investment issues;

c. placement of an electricity specialist in the Directorate; and

d. placement of an energy conservation expert to prepare energy
efficiency programs in transport (in close coordination with the
Transport Directorate of the Ministry of Transport) and



industry, and to establish an energy efficiency unit within the
Directorate.

The institutional study under the Cr.1175-MAU will analyze these
requirements in detail.

IV. Priority TA Requirements

Considering that several of the TA requirements mentioned above are
already being provided under various Bank-supported projects, following is a
prioritized listing of the remainder of these activities that need to be
supported:

The Fuelwood Subsector

a. a pilot project on improved woodstoves

Wind and Solar

a. study of specific applications of solar and wind en ergy in
electricity generation, water pumping and water heating;

b. institutional study to define the role of CNEA.

Energy Conservation and Substitution

a. A program to conserve fuel in the road transport sector;

b. a study on the establishment of a service center for the fishing
fleet; and

c. energy audits of major industrial enterprises.

Institutional Strengthening of the Directorate of Energy

a. placement of specialists in planning, electricity and
conservation in the Directorate of Energy. This will be
contingent on the recommendations of the institutional study
financed under the Cr.1175-MAU.

V. Mauritania's Energy Strategy

Overall Strategy

The lack of indigenous energy resources in Mauritania, has been
aggravated by misinvestment - and weak management (e.g. the refinery), policy
inadequacies and extremely weak institutions. The recently completed (April
1985) energy assessment report presented an in-depth analysis of Mauritania's
energy sector and sketched a strategy for GOM to follow. The strategy is
based primarily at improving the efficiency of energy use, enhancing long-term
reliability of supplies at least-cost and strengthening institutions. Such
approach is essential because of the lack of financial, economic, manpower and
natural resources of Mauritania, and represents priority actions that should
be undertaken to improve the situation. Specifically, the energy assessment
report recommended that Mauritania's energy strategy be focused on the
following in order of priority:
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1. energy conservation and substitution through appropriate energy
pricing as well as non-price measures; it is important that the
correct signals be given to the consumer through appropriate
pricing; this includes removal of the distortions in petroleum
product pricing, increasing electricity tariffs and fuelwood and
charcoal prices to cover the cost of reafforestation; non-price
energy conservation measures include wider dissemination of more
energy efficient stoves, reduction of energy consumption in
transport, energy audits in industry and substitution of wind
and/or solar irrigation pumps for diesel pumps;

2. rehabilitation of the power subsector and conversion of existing
plant to fuel oil; it is urgent that system reliability be re-
established to reduce the negative impact of unreliable power
supply on the economy;

3. continued hydrocarbon exploration aimed at attracting foreign
companies to explore in the remaining blocks; this is important
in view of the tremendous impact an oil find would have on
Mauritania's tight economic situation, and the fairly good
prospects for oil;

4. forestry and woodfuel development through forest management and
protection, tree planting and dissemination of improved stoves;
this would be aimed mainly at maintaining the existing fragile
cover because of the severe natural obstacles to forest
growth. Any afforestation activities would be limited to the
promotion of minor forestry products with fuelwood essentially
as a secondary product;

5. selective wind and solar development in order to reduce oil
consumption especially for diesel pumps, power generation and
water heating; and

6. strengthening of the institutional and manpower capabilities at
the agencies operating in oil, electricity and forestry as well
as the Energy Directorate in charge of energy planning, so that
rational priorities among subsectors can be established and
reconciled within macroeconomic constraints.

Policies and Institutions

In addition to specific TA assistance from donors that is already
being, or soon will be, made available to Mauritania, the Government should
implement specific policies to support its overall energy strategy. In the
short-to-medium term, the energy assessment report recommended that immediate
priorities include:

a. firm adherence to economic pricing of electricity, petroleum
products, fuelwood and charcoal in order to manage properly
overall energy demand, to allocate demand efficiently among
different energy sources, and to mobilize financial resources
for expansion;
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b. with assistance from FAO, UNSO and the Bank, continuation of
efforts aimed at desertification control by placing greater
emphasis on protection of existing forests and on tree
planting. Needless to say, these measures will take time till
they are fully implemented; however, it is important that steps
be taken to get them underway;

c. in the electricity subsector, emphasis should be placed on
rehabilitation of the existing systems instead 'of expansion, on
loss reduction and closer coordination between SONELEC and self-
producers, thereby reducing requirements for new installed
generating capacity; and

d. in the petroleum subsector, mothballing the refinery and
recommissioning it only if it becomes economically viable to do
so.

Energy institutions in Mauritania suffer from weak management, lack
of funds and lack of trained personnel. The major operating agencies in the
sector are:

The Directorate of Mines and Geology (DMC)
The Water and Power Utility (SONELEC)
The Environmental Protection Directorate (DPN)
The Petroleum Distribution Co. (SMCPP)
The inactive Refining Company (SOMIR)
The Unit for Alternative Energy (CNEA), within the

Ministry of Hydrology and Energy.

Energy-related technical assistance in the past fell far short of
requirements, especially in forestry where it was limited to the services of
an FAO advisor within the DPN. Additional support to DPN will be provided
under the UNSO-financed, Bank-executed project. In the electricity subsector,
advisory services for SONELEC were provided, but their impact was limited and
SONELEC did not follow up on the advisory team's recommendations. The
recently approved IDA Parastatal Rehabilitation Project includes the placement
within SONELEC of a management team which also will train SONELEC staff. In
the petroleum subsector, the IDA Exploration Promotion Project has provided
useful technical assistance in the systematic collation and analysis of
exploration data, evaluation of exploration bids, review of the legal
framework and training the staff of the DMG. Technical assistance was
received from Algeria for petroleum refining. Further TA to SMCPP and CNEA
will be provided in the context of the TA activities proposed above.

Investment Requirements

Investment in the energy sector during 1975-83 has been substantial,
totalling $200 million. However, the investment had little effect in meeting
energy needs as a number of important projects were either over-dimensioned
(e.g. investment in - power totalling 26% of total investment) or by-passed
requirements altogether (e.g. investment in the refinery consuming 70% or $140
million). Forestry investment has been grossly inadequate for alleviating
environmental damage or meeting energy needs. The table below shows the
investment .program recommended by the Energy Assessment Report (Action-
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Oriented Scenario) compared to anticipated investments based on past trends.
The Table reflects the shift in priorities needed to support the proposed
country energy strategy, i.e. greater emphasis on energy efficiency, fuelwood
development and institutional strengthening. Electricity would still account
for the largest individual share under both scenarios. Expenditure on
forestry and fuelwood development would rise over the negligible levels of the
past, as would expenditure on wind and solar applications. Expenditures on
studies, pilot projects and technical assistance would be largely directed at
forestry and fuelwood conservation, but also at overall energy planning,
particularly for strengthening of the Energy Directorate.

PROJECTED PUBLIC DEVELOPMENT EXPENDITURES IN THE
ENERGY SECTOR, SUMMARY, 1984-95

(1983 US$ millions)

Action-Oriented Trend-Based
Scenario Scenario

Forestry and Fuelwood 47.3 29.3
Electricity 75.6 84.9
Petroleum 28.0 28.0
Wind and Solar 8.0 3.4
Energy Conservation and Substitution 6.0 2.5
Energy Planning and Other Sector-Wide 0.4 0.2

Total 165.3 148.3

of which:
Fixed Investment 155.3 142.3
Studies, Pilot Pirojects,
Technical Assistance 10.0 6.0

Note: Some of these categories overlap; for instance, wind and solar
applications would be largely for energy conservation and substitution.

VI. Role of the Bank

A. Lending

By the end of FY85, Bank lending to Mauritania would have involved
22 operations totalling over $240 million, of which one has been for energy,
namely Cr.1175-MAU in 1982 for $3 million. Since the late 1970's the strategy
of overall Bank lending has shifted from focussing on financing traditional
projects mainly in mining, agriculture, transport and education to addressing
institutional weaknesses of country economic management, investment planning
and project implementation. The objective of this assistance is to avoid
large, capital intensive projects with low productivity and unsatisfactory
rates of return. The first and second TA projects placed teams of
professionals in key economic and sectoral ministries to assist the Government
carry out its urgently needed stabilization programs.
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In energy, although only recently, Bank lending is now addressing
Mauritania's urgent needs, namely oil exploration and distribution, the
rehabilitation of the power subsector and institutional strengthening.
Cr.1175-MAU has financed exploration promotion consultants and the preparation
of a modernized petroleum legislation, and helped generate a fair amount of
exploration activities by MOBIL, ARCO, OXOCO. Cr.1175-MAU has also included
funds for a general energy study and a detailed study of the petroleum product
marketing system in Mauritania including evaluation of pricing and of
importation, transport, storage and marketing of butane. This will soon be
done by BEICIP. A draft report should be available by about November 1985.
Other studies that have been or are still being financed under the credit are:

a. energy sector data collection, wood and charcoal investment
strategy;

b. institutional study; and

c. a study of the economic and financial viability of the refinery.

The credit also is financing training abroad of one economist and two
engineers. A $5 million follow-up petroleum TA project is already included as
(Reserve) in the FY87 lending program. Components of this project could be:
continued, and urgently needed, assistance to the Government for petroleum
exploration promotion, installation of a butane receiving terminal and
bottling plant in Nouakchott (following recommendations of the study under Cr.

1175-MAU) and TA for mothballing the refinery.

The recently signed Public Enterprise TA and Rehabilitation Project
includes a large amount for the rehabilitation of the operations of SONELEC.
The project includes provisions for the preparation of details for physical
rehabilitation of SONELEC's facilities, developing systems and procedures,
establishing internal controls, assessing staffing needs and assisting
management in carrying out the Action Plan drawn up for the utility under the
project.

The Bank is also assisting Mauritania's forestry subsectors through
the UNSO-financed, World Bank executed TA project which aims at strengthening

DPN's planning and project implementation capacity. Although it is generally

acknowledged that widespread afforestation for energy supply is not a viable
option in Mauritania, due to severe climatic conditions, efforts to combat the

spread of desertification ought to continue. Strengthening DPN is crucial to

Mauritania's efforts in this area.

It is essential that future Bank lending be structured to support to

the Government of Mauritania in its efforts to implement the proposed energy
strategy. Without Bank assistance, it is unlikely that progress would be made
in all areas concerned, including:

a. promoting exploration by the private sector;

b. rehabilitation of the power subsector;

c. rehabilitation of petroleum distribution system;

d. strengthening and enforcing forestry activities; and
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e. conservation efforts in households, transport and industry.

Because of the small size of lending operations in Mauritania, it
might be prudent to combine several projects in petroleum, power, forestry and
conservation into a single energy sector loan for about FY88 after completion
of studies proposed or already underway.

B. Policy Dialogue and Analysis

The April 1985 Energy Assessment Report, which was reviewed and
approved by the Government of Mauritania, offered policy recommendations that
are necessary to carry out proposed Government strategy as spelled out in
Section V. These concern mainly pricing of energy products and refinery
operations.

1. Energy Pricing

a. Electricity:

Dialogue between the Bank and Mauritania on electricity
tariffs is on-going in the context of the Public Enterprise
TA and Rehabilitation Project. In fact, implementation of
increases in average electricity and water tariffs is a
condition of credit effectiveness. In addition, agreement
has been reached during negotiations to implement by December
31, 1987 the results of a tariff study carried out under the

project, to be completed by June 20, 1987.

b. Petroleum Pricing

Dialogue with Mauritania on the structure of petroleum
products pricing will be more focussed after completion of
the energy pricing study under Cr.1175-MAU. In the meantime,
in future discussions with Government, it is important to
emphasize the need for economic pricing of petroleum
products. Specifically, the Government should:

(i) tax the excess margin being reaped by the Petroleum
Distribution Co. SMCPP (see Section III-B.b.1), and
earmark the funds to finance energy sector projects;

(ii) raise the price of gasoil used in transport to cover
road user costs; and

(iii) abolish butane subsidy (which ends up benefitting the
rich) and instead focus on improving the distribution
network and credit facilities for LPG stoves.

c. Fuelwood and Charcoal Pricing

Stumpage fees on fuelwood harvested for sale or for charcoal
production were increased by 300% in 1983 for the first time
since 1965. However, because of administrative
inefficiencies, the higher rates have not yet been applied.
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Moreover, official charcoal prices, have not been changed in

recent years. Because of growing scarcities, parallel prices

have emerged which often are twice as high as official

prices. The widening supply-demand gap is bound to intensify

price pressures, making economic pricing essential.

Therefore, the Bank, in its dialogue with the Government,

should urge DPN to give high priority to evaluating ways to

improve the levying of stumpage fees.

2. Petroleum Refining

The I million tpy hydroskimming refinery at Nouadhibou

represents one of the most difficult short-term sector issues. GOM has

invested US$140 million in this facility, all loan-financed (compared to a

similar refinery in Togo costing about $50 million), and an additional US$30-

40 million would be required for working capital in order to commence field

operations. Up to now, only trial runs of the refinery have been completed,

and it is now standing idle. The refinery's energy consumption is high

compared to similar units elsewhere and the bulk of its output would have to

be exported, which would pose formidable problems in today's markets.

Accordingly, barring the early conclusion of a custom refining agreement

whereby a crude-exporting country short of refining capacity uses the refinery

to process its crude, it would not be economic at this stage to put the

refinery into operation.

IDA has financed a study of the refinery under Credit 1175-MAU; the

conclusions of this study as summarized above were confirmed by the energy

assessment mission. i.e. the refinery is not economically viable. In spite of

these reports, GOM is attempting to start full operations with assistance from

Algeria. It seems likely that GOM will continue these efforts for some

time. The Bank should continue its dialogue on the refinery issue within

overall macro discussions, and petroleum TA activities. In the event that GOM

should be prepared to take definite steps to mothball the refinery, 
IDA should

be prepared to finance technical assistance for this operation.

C. Future Role of ESMAP

Because of the organizational and human resource constraints, coupled

with the country's severely limited development potential, the bulk of donor

activities is geared to providing technical assistance aimed at

investigations, institutional strengthening and rehabilitation. ESMAP is

ideally suited to providing such assistance, and it is recommended that ESMAP

prepare terms of reference, and arrange financing, for all priority technical

assistance listed in Section IV (for which draft TOR's were prepared by the

energy assessment mission).

In the context of wind and solar activities to be carried out under

ESMAP an area which merits special attention is the Senegal Valley power

supply situation. A study dealing with this should take into account

possibilities for interconnection with Senegal, possible future links with

Manantali and use of wind resources for pumping and electricity generation.

Recommendations arising from study of this nature would no doubt have

implications on the design of the proposed power rehabilitation 
project.
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OFFICE MEMORANDUM
DATE: August 22, 1985

TO: Distribution

FROM: Masood Ahmed, Acting Chief, EGYSI

SUBJECT: West Africa: FY86 Energy Sector Work

1. The purpose of this memorandum is to record the current status
of EGY-managed energy sector work for FY86 and to propose a schedule for
the implementation of this work. I have also suggested some modifica-
tions in the scope and budgeting of specific tasks to take account of
changes since the preparation of last November's indicative statement.
However, the total staff weeks allocated for FY86 ESW remain unchanged.
Once these changes have been agreed with the relevant programs and
projects divisions, we would propose to issue amended forms 700 for each
task and to use those amended forms for the subsequent monitoring of
these tasks.

2. The agreed FY86 ESW program for EGY-managed tasks totals 300 SW
and comprises of the following:

Staffweeks
Task EGY WAP/WA1-2 Total

Congo - Energy Assessment 60 5 65
Ghana - Energy Assessment 55 10 65
Guinea - Energy Assessment 40 5 45
Mali - Energy Assessment 15 0 15
Sao Tome &
Principe - Energy Assessment 10 0 10

Sierra
Leone - Energy Assessment 74 6 80

Burkina - Energy Strategy Paper 10 0 10
Regional Petroleum Distribution Study 10 0 10

274 26 300

Each of these tasks is dealt with below and a list of the EGYSI staff
responsible for their execution is attached to this memo.

Congo Energy Assessment

3. The principal issue here is the extent to which the proposed
assessment can build upon the recently completed energy sector review
carried out by TransEnerg under FAC financing. WAPEG have also completed
last October a power sector memorandum which has been discussed with the
Government. We have not seen the TransEnerg report which is currently in

P-1 867
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draft form awaiting GOC comments before finalization. However, based on

informal discussions it should be an informative and useful document
which might enable our assessment mission to concentrate on (a) filling

in gaps which the TransEnerg Study has not covered adequately and (b)

going much further than is generally feasible in Assessments, in spelling
out a subsequent program of action, including detailed terms of reference

for priority preinvestment or policy development work. This is similar

to the approach we followed (successfully) in the Gambia where a Bank-
financed energy master plan had been completed prior to the assessment.
In the extreme, if the TransEnerg Study turns out to have covered all the

issues and options adequately, we should forego an assessment altogether

and proceed immediately to stage II comprising more specific follow up

work. I think this eventuality is unlikely.

4. Consequently, the approach we have adopted is to telex the

Government (Ministry of Planning and Ministry of Mines/Energy) proposing

a reconnaissance mission late September (to coincide with a WAPEG

mission) to agree on the need/scope/timing of an assessment but asking
for a copy of the TransEnerg Study before that date so that we can have a

meaningful discussion. If we get a quick and favorable response, we
should have a fairly clear idea before September of the strategy to adopt

and will present this for regional review prior to the reconnaissance

mission.

Ghana Energy Assessment

5. The Pre-Mission Issues Paper has been reviewed within the Bank

and the main mission is scheduled for October. We are looking forward to

this assessment because of the high degree of interest, openness and

enthusiasm shown,by the Government during the reconnaissance mission. As

you may know, a copy of the Pre-Mission Issues Paper has been sent to the

Government and should facilitate preparatory work by the counterpart team

being set up for the Assessment exercise.

6. The staffing for the mission is being firmed up and there do not

appear to be any major difficulties. We are in the process of finalizing

the scope and extent of WAPEG's input into this assessment, where power

sector issues are a key feature.

Guinea Energy Assessment

7. A reconnaissance mission has just returned and has agreed with

the Government that the main assessment mission would visit Conakry
during the first three weeks of October. A Pre-Mission Issues Paper is

being prepared and will be circulated within the next two weeks. This

paper will define the proposed staffing of the mission but it is already

clear that the 45 SW allocated for this task are not going to be

adequate. The absence of easily retrievable data, the comolexity of

petroleum procurement issues, and the Government's own interest in having

a comprehensive and thorough evaluation of the sector are likely to make

this assessment more expensive than the average 55-65 for African

countries. Instead the agreed allocation is 45 SW.
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8. Consequently, we propose that the allocation for this task be

increased to 65 SW for FY86 when the work would be substantially (Green

Cover) completed. A further 5 SW will be reauired in FY87 for Government
discussion and completion of the Blue Cover.

Mali Energy Assessment

9. An FY85 mission to discuss the prospects of an energy assessment

found GOM lukewarm given the work already done by TransEnerg under TDA

financing. A compromise agreed was to send to the Government a discus-

sion paper outlining areas where further Assessment/ESMAP work would be

useful. We have not been able to prepare this yet because of other more

pressing commitments. We could do so during FY86 and the 15 SW allocated

for Mali during this year would cover this task including a mission to

discuss next steps with the Government. However, based on discussions

with WAPEG we think that it would be more appropriate to defer work on

Mali until FY87 when (a) the TransEnerg Study will be over three years

old and the issues will need a fresh look and (b) the ongoing Power

Master Plan will be completed and will therefore enable the Assessment to

make an important input on evaluating the strategy proposed for electric

power development. WAPEG supports this proposal.

10. Consequently, subject to Programs agreement we propose to drop

this task from the FY86 program and to schedule an Energy Assessment in

Mali during FY87. The 15 SW released during FY86 will be used to help

meet the shortfall in some of the other tasks as noted in this memo.

Sao Tome/Principe Energy Assessment

11. Green Cover discussions have just been completed successfully

(BTO circulated August 16) and the draft blue cover, incorporating the

Government's largely presentational comments, will be circulated for

clearance in September. The final report will be distributed to the

donors meeting now scheduled for December. You may be interested to know

that the Government has already acted upon one of the report's principal

recommendation by raising petroleum product prices substantially.

Sierra Leone Energy Assessment

12. We are planning a late September/early October reconnaissance

mission which will enable us to complete the main mission before the end

of this calender year. However, there is some uncertainty on timing

because of the current political changes. We are discussing this

question with WAIB and hope to firm up the schedule in the next four

weeks. The 80 SW allocated to this task in FY86 are generous and,

particularly if there is some slippage, may provide some scope for

rellocation to the tasks on which there is a shortfall.

Burkina Energy Strategy Paper

13. We plan to prepare the document after the blue cover assessment

report is finalized. We anticipate that a yellow cover can be circulated

for review in December, 1985.
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Regional Petroleum Distribution Study

14. We have carried out some preliminary review of the refining,
supply and distribution of petroleum products in West Africa, particit-
larly in relation to Ghana and the Ivory Coast. We olan to prepare in
FY 86 a study to develop and analyze various options for the supply and

distribution of petroleum products on a regional basis which could result
in cost savings to the countries involved.

15. In addition to the above tasks which are all managed by EGY, we
have been asked to provide support to the Region in the prenaration of
the following:

Task SW

Niger - Structural Adjustment Credit 10

Ivory Coast - Energy Strategy Memo 2

Nigeria - Energy Strategy Paper 1

Liberia - Energy Strategy Memo I

Mali - Energy Strategy Paper I

TOTAL 15

Regarding the first of these tasks, we envisage our contribution as being

mainly the Niger Energy Assessment Status Report, a yellow cover draft of

which will be distributed later this month. This report also

incorporates a draft of a Bank energy strategy paper for Niger. The

mission for this exercise was timed to coincide with the SAC preparation

mission and contributed to their work in the field. For the other tasks,
we would like to ascertain their proposed schedule so that we can ensure

the participation of the relevant EGY staff at the appropriate time.

16. Finally, we propose to begin work on the Gabon Energy Assessment

during FY86 and to complete it in early FY87. This task, which we attach

considerable importance to, would be funded from the non-reimburseable TA

budget for Gabon. We are discussing the timing and scope of the work

with the concerned regional staff.

17. The adjustments proposed above would also enable to prepare one

energy strategy paper during 1986. Of the ESPs slipped from FY85, the
priority candidates appear to be Benin, Togo or Senegal. We anticipate

that either of these papers will require about 10 SW in FY86. However,
we would like to confirm which of them is a high priority task from the

perspective of the concerned operational staff, or whether an altogether

different country should be covered by an ESP during this year.
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18. A summary of our revised proposals for energy sector work in

FY86 is attached for your review. I propse that we meet to discuss this

at your earliest convenience. It would also be useful if we could

discuss the non-EGY managed energy sector work program for FY86 at the

same time.

Attachments

cc & cw: Mr. I. Hume (EGYDR)

Distribution:

Messrs: O'Brien (WANVP); Husain, Bauer (WAP); Iskander, Ferroukhi (EGY);

Hinkle (WAI).

cc (for info):

Messrs: Knotter (EMINP); Reese (WAl);

Skillings, Landell-Mills, Palein (WA2);

Bouhaouala, Eccles, Guetta (WAP); Weissman (EISVP);
Rovani, Bourcier, Saunders, Kalim, Decaux (EGY).

EGYS1 Staff

MAhmed:aaf



ENERGY STRATEGY AND PREINVESTMEN1' DIVISION I

FY86 zMergy Sector Work in Wst Africa
Revised Proposal for LY Managed Tasks

SW (FY86)
Task Mission leader EGY WAP a/ Total Camrnts

EGY Managed Tasks

Congo Energy Assessment Ferroukhi 60 5 65 Scone and timing suhj ect to
goverment resnonse to request from
TransFnerg Study.

Gabon Energy Assessment Ferroukhi ? ? ? To be funded fran non-reimbursable TA
budget and not included in total.

Ghana Energy Assessment Richter 50 15 65 -

Guinea Energy Assessment De Caux 60 5 65 Staffing Increased by 20 SW.

Mali Energy Assessment - - - - Defer to FY87.

Sao Tome & Principe
Energy Assessment del Buono 10 - 10 Completion end-September. No change

in staffing.

Sierra Leone Energy
Assessment Thadani 59 6 65 Staffing reduced by 15 SW.

Burkina Energy Assessment Craig 10 0 10 Nb change.

egional Petroleum
Distribution Study Tin 10 0 10 No change.

One Energy Strategy
Paper Ahmed 10 0 10 New Proposal

TTIAL 274 26 300

a/ Includes 2 SW shown as contribution from WAl to Ghana Assessment. Additional inputs by Programs staff for
review, advice, etc. have not been shown on ESW bhdget bit are likely to be substantial and important.

MAhed:aaf
August 19, 1985
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OFFICE MEMORANDUM

DATE: August 22, 1985

TO: EGYSi staff

FROM: Masood Ahmed, Acting Division Chief, EGYS1

EXT: 73996

SUBJECT: Delegation of Responsibility

I will be on annual leave from August 26 to September 10,
1985. During this period Jivat Thadani will be respobsible for the
Division.

cc: EGY Managers
Ms. J. Kronfli (EISVP)

MAhmed:hm

P-1867
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OFFICE MEMORANDUM

DATE: August 21, 1985

TO: Mr. George Whiticker, Principal Disbursement Assistant, LOATF

FROM: Masood Ahmed, Acting Division Chief, EGYS1

EXT: 73996 k

SUBJECT: UNDP INT/80/009 and INT/83/005 Budgets

Further to our discussions, this is to authorize you to
transfer any amount in excess of the INT/80/009 IPF budget
(US$1,231,297) to the INT/83/005 budget until the EEC and the French
contributions come in.

cc: Ms. Severski (LOATF)
Mrs. Owen (EGYS1)

MAhmed:hm

;-1867
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OFFICE MEMORANDUM

DATE: August 21, 1985

TO: Messrs. Y. Rovani, P. Bourcier, and I. Hume, EGY

FROM: Masood Ahmed, Acting Division Chief, EGYS1

EXT: 73996

SUBJECT: EGY: Country Strategy and Project Generation Retreat

1. As agreed at yesterday's managers' meeting, I am attaching
for your consideration a brief outline of the possible content and
design of an EGY retreat on country strategy and project gener-
ation. This outline is based on the assumption that the principle
objective of this retreat would be to clarify our own thinking in
these two areas and that we would come away from it with a clear and
common understanding of the following:

(i) the specific product lines that we should and can develop
n both country strategy and project operations;

(ii) a detailed action program of how these products will be
defined further and the allocation of responsibilities and
deadlines for this additional definition work; and

(iii) the outlines of a program to market these products within
the Bank and subsequently in the countries themselves, and
an allocation of responsibilities and deadlines for
firming up such a program.

2. This retreat would not be a substitute for the Stage 2
proposed in Philippe's note. That is an important task in itself
and would be required shortly after the completion of the product
definition process which is the theme of the present proposal. I
agree that this definition process can conceivably be done during
the month of September without a special retreat. However, given
the pressing demands on all our times, I firmly believe that a
focused two day session would be much more likely to result in the
timely achievement of our objectives in this regard.

3. The timing of the proposed retreat would be the last week
in September when we have bookings at the Wayside Inn and which
would also allow time for the necessary preparatory work mentioned
below.

4. Regarding attendance I would propose that this comprise
all EGY managers who are present plus RELA's and senior mission
leaders from both petroleum and policy, aiming for a total of 30-35
people. About four regional staff could also be invited on the
basis of the contribution they would be expected to make to the dis-
cussion. Given the "brainstorming session" nature of this retreat,
I do not see much to be gained from having support staff repre-
sented, although some secretarial support may be required for the

P-1 867
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working groups. As a starting point I have drawn up a list, but it
has many gaps, particularly on the petroleum side.

5. The approach proposed (based on the experience of the
EGYEA retreat last January) is to rely heavily on small group
discussion and to ensure considerable advance preparation by the
participants. The advantages of the small groups (of which there
could be three of 10-12 people each) is that the discussion is
likely to be more informal, more people will have an opportunity to
contribute in a given period and, even more important, each group
may come up with alternative approaches to tackling the same theme,
which can then form a basis for a much more productive discussion in
the subsequent plenary sessions.

6. However, to make the small groups effective it is
essential that they have a well defined and understood objective and
agenda and that their discussion is managed. It would also help if
they had met at least once as a group prior to the retreat so that
the limited time at the retreat is not used up in a "settling in"
phase.

7. To achieve this objective, I would propose that the groups
be identified well in advance and that we appoint a chairman and a
rapporteur for each group. The chairman would be one of the divi-
sional managers and the rapporteurs would be mission leaders. I
would propose that the three of you "float" across groups and sit in
on discussions as appropriate. Each chairman and rapporteur would
then be assigned a topic and asked to come up with a detailed agenda
for his/her group discussion. They would be urged to meet with
their other group members in early September and to agree on the
background material that they would all have read prior to the
retreat. (Obviously this reading material would have to be very
selective). The chairman/rapporteurs of the different groups
dealing with the same topic could also be expected to meet and could
develop a common agenda for their session if they so desired. If
the staff nominated to be chairman/rapporteurs felt that they could
not devote the 2-days or so of preparatory work because of travel or
other commitments, they could decline and suggest alternatives for
those responsibilities.

8. Regarding content, there are basically two topics which
could be covered in two days. Day 1 is devoted, in the attached
agenda, to country strategy and Day 2 to project definition. I have
done a detailed agenda for Day 1, where I am more familiar with the
subject. Day 2 could follow much the same pattern with the
specifics being filled in by yourselves or the managers more
directly involved. For both days, the task of filling out the
detailed agenda for each session would, as mentioned above, be
assigned to the nominated chairman and rapporteurs. The program
proposed is for a pretty gruelling two days. However, given the
importance of the subjects and the opportunity cost of managers and
senior professional being away, I think it can be justified. With
adequate preparation it would also make for a very stimulating and
productive session.
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EGY
Country Strategy and Project Generation Retreat

AGENDA

Day Zero

19:30 Arrive Wayside Inn
20:30 Dinner

Day One: Country Strategy

Session I: Plenary

09:00 Introduction: Purpose of the Retreat; Expected Outcomes - Y. Rovani
09:20 Purpose of Day One on Country Strategy, Issues, Outcomes - I. Hume
09:45 Coffee Break

Session II: Small Groups (1-3)

10:00 Energy Strategy Papers - Review and Discussion of Samples
11:30 Drafting Outline of Model ESP
12:30 Lunch

Session III: Plenary

14:00- Report Back From 3 Groups and General Discussion
15:00 of Alternative Models for ESP's

Session IV: Small Groups (1-3)

15:00- Other Instruments for Country Strategy Operations of EGY -
17:00 Energy Teams; Joint preparation of ESW statements with Region;

Other sector work products not being actively developed
such as Energy Investment Reviews, etc.

Session V: Plenary

17:00- Report Back and Action Planning
18:30

19:00 Cocktails
20:00 Dinner
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Day Two: Project Generation

Session VI: Plenary

08:45 Assembly. Purpose of Day on Project Generation -
Issues, Outcomes - P. Bourcier

Session VII: Small Groups (1-3)

9:15- Topic to be defined
11:30

Session VIII: Plenary

11:30- Report Back and General Discussion
12:30 Lunch

Session IX: Small Groups

14:00- Topic Two for Small Groups
16:00

Session X: Plenary

16:00- Report Back, General Discussion and Action Planning for Day 2
18:00

18:30 Depart for Washington
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EGY Country Strategy and Project Generation Retreat

Suggested Participants:

Y. Rovani Petroleum Div I 4/ Staff
P. Bourcier Petroleum Div I 4/ To
I. Hume Petroleum Div IIF4/ Be
R. Sadove 1/ Petroleum Div II 4/ Determined
R. Saunders 1/ Petroleum Div I/I 4/
E. McCarthy 2/ EGYS1/2
M. Iskander 2/ EGYPA
J. Fish 2/ K. Newcombe (EAP) ? 3/
A. Heron E. Chapparo (WAP) ? 3/
E. Daffern 2/ A.N. Other (Region) ?
R. Bates 1/ A.N. Other (Region) ?
M. Ahmed I/
D. Canpio
C. Khelil
F. Batzella
A. Kalim
S. Weissman ?
T. Byer
B. Decaux
A. Ferroukhi
R. Berney 3/ 4/
J. Schmedtje 3/
Z. Alahdad 3/-4/
J. Thadani
U. Richter 3/

1/ Possible chairmen for one of the three small groups on Day 1
2/ Possible chairmen for one of the three small groups on Day 2
3/ Possible rapporteurs for Day 1
4/ Possible rapporteurs for Day 2



August 20, 1985

Mr. Hume

Re: Target countries for Energy Strategy Work in FY86

Per your request, I am listing below the target countries for
EGYS1 involvement in energy strategy work during FY86. We expect to
carry out an energy assessment or other piece of energy strategy work in
each of these countries during the coming year.

Already Started New Starts

Burkina China
Ghana Congo
Guinea Egypt
Morocco Gabon
Niger Indonesia
Syria Papua New Guinea
Yemen Arab Republic Sierra Leone

Thailand

Masood

MAhmed:aaf



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

Preinvestment Group

Household/Renewables Energy

Willem Floor
Mikael Grut
Anwer Malik*
Joe Leitmann
Robert van der Plas

Energy Efficiency

Jivat Thadani
Bernhard Frueh

Electric Power

Alfred Gulstone*
Miguel Bachrach*
Matthew Mitchell*

Petroleum Supply/Distribution

Zia Mian*
Salvador Rivera*

* Located in EGYS2 for administrative purposes but work program to span
both divisions

MAhmed:aaf



DATE: August 19, 1985 DRAFT

TO:

FROM: Masood Ahmed, Acting Chief, EGYS1

SUBJECT: West Africa: FY86 Energy Sector Work

1. The purpose of this memorandum is to record the current status

of EGY-managed energy sector work for FY86 and to propose a schedule for

the implementation of this work. I have also suggested some modifica-

tions in the scope and budgeting of specific tasks to take account of

changes since the preparation of last November's indicative statement.

However, the total staff weeks allocated for FY86 ESW remain unchanged.

Once these changes have been agreed with the relevant programs and

projects divisions, we would propose to issue amended forms 700 for each

task and to use those amended forms for the subsequent monitoring of

these tasks.

2. The agreed FY86 ESW program for EGY-managed tasks totals 300 SW

and comprises of the following:

Staffweeks
Task EGY WAP/WAL-2 Total

Congo - Energy Assessment 60 5 65
Ghana - Energy Assessment 55 10 65
Guinea - Energy Assessment 40 5 45
Mali - Energy Assessment 15 0 15

Sao Tome &
Principe - Energy Assessment 10 0 10

Sierra
Leone - Energy Assessment 74 6 80

Burkina - Energy Strategy Paper 10 0 10
Regional Petroleum Distribution Study 10 0 10

274 26 300
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Each of these tasks is dealt with below and a list of the EGYS1 staff

responsible for their execution is attached to this memo.

Congo Energy Assessment

3. The principal issue here is the extent to which the proposed

assessment can build upon the recently completed energy sector review

carried out by TransEnerg under FAC (?) financing. We have not seen this

report which is currently in draft form awaiting GOC comments before

finalization. However, based on informal discussions it should be an

informative and useful document which might enable our assessment mission

to concentrate on (a) filling in gaps which the TransEnerg Study has not

covered adequately and (b) going much further than is generally feasible

in Assessments, in spelling out a subsequent program of action, including

detailed terms of reference for priority preinvestment or policy

development work. This is similar to the approach we followed

(successfully) in the Gambia where a Bank-financed energy master plan had

been completed prior to the assessment. In the extreme, if the

TransEnerg Study turns out to have covered all the issues and options

adequately, we should forego an assessment altogether and proceed

immediately to stage II comprising more specific follow up work. I think

this eventuality is unlikely.

4. Consequently, the approach we have adopted is to telex the

Government (Ministry of Planning and Ministry of Mines/Energy) proposing

a reconnaissance mission late September (to coincide with a WAPEG

mission) to agree on the need/scope/timing of an assessment but asking

for a copy of the TransEnerg Study before that date so that we can have a
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meaningful discussion. If we get a quick and favorable response, we

should have a fairly clear idea before September of the strategy to adopt

and will present this for regional review prior to the reconnaissance

mission.

Ghana Energy Assessment

5. The Pre-Mission Issues Paper has been reviewed within the Bank

and the main mission is scheduled for October. We are looking forward to

this assessment because of the high degree of interest, openness and

enthusiasm shown by the Government during the reconnaissance mission. As

you may know, a copy of the Pre-Mission Issues Paper has been sent to the

Government and should facilitate preparatory work by the counterpart team

being set up for the Assessment exercise.

6. The staffing for the mission is being firmed up and there do not

appear to be any major difficulties. We are in the process of finalizing

the scope and extent of WAPEG's input into this assessment, where power

sector issues are a key feature.

Guinea Energy Assessment

6. A reconnaissance mission has just returned and has agreed with

the Government that the main assessment mission would visit Conakry

during the first three weeks of October. A Pre-Mission Issues Paper is

being prepared and will be circulated within the next two weeks. This

paper will define the proposed staffing of the mission but it is already

clear that the 45 SW allocated for this task are not going to be

adequate. The absence of easily retrievable data, the complexity of

petroleum procurement issues, and the Government's own interest in having

a comprehensive and thorough evaluation of the sector are likely to make
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this assessment more expensive than the average 55-65 for African

countries. Instead the agreed allocation is 45 SW.

7. Consequently, we propose that the allocation for this task be

increased to 65 SW for FY86 when the work would be substantially (Green

Cover) completed. A further 5 SW will be required in FY87 for Government

discussion and completion of the Blue Cover.

Mali Energy Assessment

8. An FY85 mission to discuss the prospects of an energy assessment

found GOM lukewarm given the work already done by TransEnerg under IDA

petroleum project financing. A compromise agreed was to send to the

Government a discussion paper outlining areas where further

Assessment/ESMAP work would be useful. We have not been able to prepare

this yet because of other more pressing commitments. We could do so

during FY86 and the 15 SW allocated for Mali during this year would cover

this task including a mission to discuss next steps with the

Government. However, based on discussions with WAPEG we think that it

would be more appropriate to defer work on Mali until FY87 when (a) the

TransEnerg Study will be over three years old and the issues will need a

fresh look and (b) the ongoing Power Master Plan will be completed and

will therefore enable the Assessment to make an important input on

evaluating the strategy proposed for electric power development. WAPEG

supports this proposal.

9. Consequently, subject to Programs agreement we propose to drop

this task from the FY86 program and to schedule an Energy Assessment in

Mali during FY87. The 15 SW released during FY86 will be used to help

meet the shortfall in some of the other tasks as noted in this memo.
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Sao Tome/Principe Energy Assessment

10. Green Cover discussions have just been completed successfully

(BTO circulated August 16) and the draft blue cover, incorporating the

Government's largely presentational comments, will be circulated for

clearance in September. The final report will be distributed to the

donors meeting now scheduled for December. You may be interested to know

that the Government has already acted upon one of the report's principal

recommendation by raising petroleum product prices substantially.

Sierra Leone Energy Assessment

11. We are planning a late September/early October reconnaissance

mission which will enable us to complete the main mission before the end

of this calender year. However, there is some uncertainty on timing

because of the current political changes. We are discussing this

question with WAiB and hope to firm up the schedule in the next four

weeks. The 80 SW allocated to this task in FY86 are generous and,

particularly if there is some slippage, may provide some scope for

rellocation to the tasks on which there is a shortfall.

Burkina Energy Strategy Paper

12. We plan to prepare the document after the blue cover assessment

report is finalized. We anticipate that a yellow cover can be circulated

for review in December, 1985.

Regional Petroleum Distribution Study

13.
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14. In addition to the above tasks which are all managed by EGY, we

have been asked to provide support to the Region in the preparation of

the following:

Task SW

Niger - Structural Adjustment Credit 10
Ivory Coast - Energy Strategy Memo 2
Nigeria - Energy Strategy Paper 1
Liberia - Energy Strategy Memo 1
Mali - Energy Strategy Paper 1

TOTAL 15

Regarding the first of these tasks, we envisage our contribution as being

mainly the Niger Energy Assessment Status Report, a yellow cover draft of

which will be distributed later this month. This report also

incorporates a draft of a Bank energy strategy paper for Niger. The

mission for this exercise was timed to coincide with the SAC preparation

mission and contributed to their work in the field. For the other tasks,

we would like to ascertain their proposed schedule so that we can ensure

the participation of the relevant EGY staff at the appropriate time.

15. Finally, we propose to begin work on the Gabon Energy Assessment

during FY86 and to complete it in early FY87. This task, which we attach

considerable importance to, would be funded from the non-reimburseable TA

budget for Gabon. We are discussing the timing and scope of the work

with the concerning regional staff.

16. The adjustments proposed above would also enable to prepare one

energy strategy paper during 1986. Of the ESPs slipped from FY85, the



priority candidates appear to be either Togo or Senegal. We anticipate

that either of these papers will require about 10 SW in FY86. However,

we would like to confirm which of the two is a high priority task from

the perspective of the concerned operational staff, or whether an

altogether different country should be covered by an ESP during this

year.

17. A summary of our revised proposals for energy sector work in

FY86 is attached for your review. I propse that we meet to discuss this

at your earliest convenience.

Attachments

MAhmed:aaf



ENERGY STRATEGY AND PREINVES'IENT DIVISION I

FY86 Energy Sictor Wrk in West Africa
Rerised Proposal for EGY Mmaged Tasks

SW (FY86)
Task Mission leader EGY WAP a/ Total Comments

EGY Managed Tasks

Congo Energy Assessment Ferroukhi 60 5 65 Scope and timing subject to
government response to request from
TransEnerg Study.

Gabon Energy Assessmnt Ferroukhi ? ? ? To be funded from non-reimhbrsable TA
hidget and not included in total.

Ghana Energy Assessment Richter 50 15 65 -

Guinea Energy Assessent De Caux 60 5 65 Staffing increased by 20 S.

Mali Energy Assessment - - - - Defer to FY87.

Sao Tome & Principe
Energy Assessment del Buono 10 - 10 Completion end-September. No change

in staffing.

Sierra leono Fergy
Assessment Thadani 59 6 65 Staffing reduced by 14 SW.

Burkina Energy Assessment Craig 10 0 10 N> change.

Regional Petroleum
Distribution Study 10 0 10 No change.

One Energy Strategy
Paper Ahmed 10 0 10 New Proposal

TIEAL 274 26 300

a/ Inzludes 2 SW shown as contrihition from WAl to Ghana Assessment. Additional inputs by Prograns staff for
review, advice, etc. have not been shown on ESW hidget hit are likely to be substantial and important.

MAbmed:aaf
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THE WORLD BANK INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: August 19, 1985

TO: EGYSI Staff

FROM: Masood Ahmed, Acting Chief, EGYSI

SUBJECT: Country Coordinator Responsibilities

1. I am attaching a final version of the country coordinators

listing which we discussed at last week's staff meeting. Also attached
are lists of the sector work and ESMAP tasks which are planned for

implementation during FY86 along with the names of the divisional staff

responsible for the coordination of each of these tasks. Both the

country coordinator and the task manager lists will be updated

periodically to reflect changes in staff responsibilities or in the

division's work program.

2. The remainder of this memorandum spells out the responsibilities

and functions of country coordinators and how these relate to the role of

the technical staff in the division. At the outset I would like to

stress that these responsibilities will evolve with experience as we

begin to implement the country coordinator function on a systematic basis

throughout the division. Consequently, we need to he flexible in its

interpretation in the next few months and to ensure that it serves to

enhance the division's effectiveness and entrepreneurial capacity. We

will review the system in January 1986 and modify it as appropriate.

3. The principal objective of the country coordinator system is to

have in place in the division a staff member designated for each of the

countries in which we are (or could be) involved in energy strategy or
preinvestment work. The country coordinator will be the primary internal

and external focal point for all our dealings on this country both within

the Bank and with the country and other donors externally. He/she is

expected to be aware of the principal energy issues in the country and of

the operational or other work underway or planned in the Bank to help

resolve these issues. Where this work is being carried out by our own

division, the country coordinator will have overall responsibility for

ensuring the programming, delivery and processing of the work. He will

manage or directly participate in some of the work that we carry out in

the country - particularly work on energy strategy or assessments; for

other work - such as specialized preinvestment studies under ESMAP - the

country coordinator may not be directly involved but will still be

responsible for monitoring the progress of work and will participate in

the division's internal review of the white cover reports produced for

this work.

4. An important dimension of the country coordinator's job is

business development. He will be expected to identify the priority needs

for energy sector analysis, preinvestment or technical assistance in the

countries for which he is responsible and to develop proposals for the

divisional work program to respond to these needs where they lie within

our areas of expertise and responsibility. Specifically, the coordinator

P-1867
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will prepare a program for ESMAP intervention in active ESMAP countries
and take the lead in presenting this program for review and discussion
within the Bank and to country counterpart staff. Similarly, he will
prepare, for the annual indicative exercise for sector work, a proposal
on the priority tasks that need to be included in the sector work program
for the coming year. In both of these tasks he will need to involve the
division's technical staff, first to ensure that the approach and scope
of work proposed is technically sound and secondly to verify their
availability for the delivery of specific components of the program. The
country coordinator will also need to work closely with the relevant
Projects and Programs staff in the Region and the Regional Energy Lead
Advisors (RELA's) in EGY to ensure that the division's proposals for
future work are consistent with overall country and sector priorities.
In particular, as we have discussed, the preparation of indicative
statements of energy sector work should be done jointly with the
concerned regional staff wherever feasible. This will help to ensure
that the proposed work program is based on an integrated and substantive
view of priorities rather than reflecting internal organizational
considerations. Also, it is the country coordinator's task to ensure
that all necessary regional/EGY clearances are obtained at each stage of
work processing.

5. You will see from the attached list that while the country
coordinators are all higher level staff, their alternates include both
higher level and researcher staff. In general, researchers are assigned
as alternate country coordinators in countries where we expect to have an
active ESMAP program. Their role is two-fold. First, they will provide

a back-up function to the primary coordinator in the event of his
absence. And second, they will support the primary coordinator in the
delivery of the agreed country work program by participating in and

taking first line responsibility for the preparation of specific

studies. Over the course of the next year some researchers may develop a

specialized interest and expertise by having worked on certain technical
activities in the countries for which they are alternates. This may well
lead to their subsequent work program being primarily focussed on an
extension of this work in other countries as part of a technical team,
and a lesser emphasis on their country coordinator functions.

6. In countries where the primary and alternate country

coordinators are both higher level staff, the role of the alternate is

essentially to provide coverage for the country in the primary
coordinator's absence. It is the responsibility of the primary country
coordinator to brief his alternates of any pending or potential issues

that might need their attention during his absence.

7. Finally, a word on the relationship between country coordinators

and technical staff. The technical staff are responsible for the design
and delivery of preinvestment studies and technical assistance in their

respective areas (which are listed in an attachment), and have to ensure

that this work is carried out efficiently, on time and budget, and is of

high quality. They should play a proactive role in identifying countries

where work in their areas of expertise appears to be required and
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bringing this to the notice of the country coordinators. However, it is
the country coordinator who must develop and take responsibility for the
composition and scope of the proposed work program in the country because
this must reflect country priorities first and our own expertise and
interest second and only within the country perspective. Once the work
program has been agreed, the responsibility for the management of some
tasks will devolve to the respective technical staff. They then hecome
responsible for the delivery of those tasks to preagreed standards (time,
budget, etc.) while the country coordinator will keep himself informed of
the progress of all the energy sector related work in his country.

8. To summarize, the principal functions of the country coordinator
are as follows:

A. Country Focus

- Understand and monitor principal energy issues in the
country.

- Follow progress of Bank energy work to resolve these issues.

- Provide focal point for divisional liaison with country
officials, Bank units and other donor agencies on all matters
relating to the country.

- Contribute to and coordinate divisional input into review of
CPPs, SALs, etc.

- Originate/clear all communications from the division to the
country.

B. Work Program Development

- Prepare proposals for sector work for annual CESW Indicative
Statement and provide lead in their presentation and
discussion with regional and front office staff.

- Prepare proposals for initiating ESMAP work in the active
ESMAP countries and participate in presentation and
discussion within Bank.

- Prepare ESMAP project proposals for submission to potential
donors for cofinancing.

C. Work Program Delivery

- Manage/participate in strategy or assessment tasks assigned
to the division.

- Coordinate and monitor processing of preinvestment tasks
(N.B. researchers who are alternates will generally also be
involved directly in some of this work).
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- Ensure that appropriate regional/EGY clearances are obtained
at all stages and divisional reports are circulated in
accordance with Bank procedures.

- Participate in divisional internal review of all white covers

for the country.

- Prepare quarterly statement on status of divisional work
program in the country and identify potential issues for
delivery of the program (staffing, budgetary, timing, etc.).

- Monitor progress of cofinanced ESMAP operations and
compliance with cofinancing agreements and reporting

requirements.

9. I would be glad to answer any questions that you may have on the
above.

Attachments

cc: Messrs. Rovani, Hume, Bates (EGY)

MAhmed:aaf



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

WEST AFRICA

ASSESSMENT ESMAP Country Coordinators
Country Stage Date C 0 P Primary Alternate Other Staff

* Benin GC 12/84 - - 1 Richter Muller
+* Burkina GC 06/85 - - 2 Craig Muller Floor

Cameroon - - - Gray
Cape Verde BC 08/84 - - - Richter Sharkey
Central Africa Rep. - - - Sherbiny Shanberge
Chad - - - Craig Shanberge

+ Congo FY86 - - - - Perine Ferroukhi

Equatorial Guinea - - - Richter Sharkey
+ Gabon FY86/87 - - - - Perine Ferroukhi
* Gambia BC 11/83 3 1 - Armar Perine Malik
* Ghana FY86 - - - Richter Boroumand Grut

+ Guinea FY86 - - - - Shanberge Decaux, Russell
* Guinea-Bissau BC 08/84 1 - - - Sharkey
* Ivory Coast BC 04/85 - - 3 - Perine Floor, Ferroukhi
* Liberia BC 12/84 - 1 1 Borthwick Boroumand Bachrach
* Mali FY86 - - - Craig Muller
* Mauritania BC 04/85 - - - Richter Sharkey
* Niger BC 05/84 1 2 - Craig Shanherge

* Nigeria BC 08/83 - - 2 Aleem Taylor
* Sao Tome & Principe GC 07/85 - - - - Sharkey Del Buono
* Senegal BC 07/83 1 3 - Craig Shanherge Floor, Malik

+ Sierra Leone FY86 - - - Aleem Thadani

* Togo BC 06/85 - 1 1 Richter Muller

C = Completed
0 = Ongoing
P = Planned

+ = Country where assessment or other strategy work is planned for FY86
under the ESW budget.

* = Country where active ESMAP involvement planned for FY86.



EMENA

ASSESSMENT ESMAP Country Coordinators
Country Stage Date C 0 P Primary Alternate Other Staff

+ Egypt - - - Gray Sherhiny Julius (cons.)
Hungary - - - Borthwick Thadani
Jordan - - - Sherbiny- Aleem

* Morocco BC 03/83 - 1 - Sherhiny Muller Malik
* Portugal BC 04/84 - - - Sherbiny Borthwick
Romania - - - Craig Thadani

* Syria YC 08/85 - - - Gray Aleem Prasad
Tunisia - - - Sherhiny Gray

* Turkey BC 03/83 - - - Sherbiny Gray
+ Yemen Arab Rep. BC 12/84 - - - Gray Sherbiny Kraske

Yemen, PDR Aleem Gray
Yugoslavia Aleem Taylor

C = Completed
0 = Ongoing
P = Planned

+ = Country where assessment or other strategy work is planned for
FY86 under the ESW budget.

* = Country where active ESMAP involvement planned for FY86.



EAST ASIA AND PACIFIC

ASSESSMENT ESMAP Country Coordinators

Country Stage Date C 0 P Primary Alternate Other Staff

+ China - - - Taylor Thadani Gray
Fiji BC 06/83 Taylor Boroumand

* Indonesia BC 11/81 1 3 3 Gray Aleem Gulstone, Floor
+ Korea - - - Thadani Aleem

Malaysia - - - Borthwick Gray

* Papua New Guinea BC 06/82 3 - - Borthwick Boroumand Alahdad, Mian
Philippines - - - Richter Borthwick

* Solomon Islands BC 06/83 - - - Taylor Boroumand Kiwana, Mian
* Thailand MM 07/84 - - - Borthwick Aleem Byer, Sadove
* Tonga GC 04/85 - - - Taylor Boroumand Kiwana, Mian
* Vanuatu GC 04/85 - - - Taylor Boroumand Kiwana, Mian
* Western Samoa GC 04/85 - - - Taylor Boroumand Kiwana, Mian

C = Completed

0 = Ongoing
P = Planned

+ = Country where assessment or other strategy work is planned for FY86

under the ESW budget.
* = Country where active ESMAP involvement planned for FY86.

MAhmed/aaf
August 19, 1985



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

FY86 Work Program
Energy Assessments & Other Strategy Work a/

Divisional
Task Task Coordinator Other Staff

West Africa

Burkina Energy Assessment + Craig* Muller
Congo Energy Assessment Perine Ferroukhi*
Gabon Energy Assessment Craig Ferroukhi
Ghana Energy Assessment Richter* Boroumand, Grut
Guinea Energy Assessment Shanberge Decaux*, Russell(C)
Mali Energy Assessment Craig* Muller
STP Energy Assessment + Sharkey Del Buono*
Sierra
Leone Energy Assessment Aleem Thadani*

Burkina Energy Strategy Paper Craig* Muller
Regional Togo/Benin/Niger

Pet. Study

East Asia & Pacific

China Energy Strategy Taylor
Indonesia Gas Strategy Gray
Korea Energy Issues Thadani* Aleem
PNG Energy Strategy Borthwick Craig
Thailand Assessment + Borthwick Sadove*, Byer

EMENA

Syria Energy Assessment + Gray Prasad* (C)
Egypt Gas Strategy Gray Julius* (C)
YAR Investment Options in

Energy Gray

a! Included in ESW budget except for Gabon assessment which will he funded

through non-reimbursable TA budget.

+ Carryover from FY85
* Mission leader

MAhmed/aaf
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ENERGY STRATEGY AND PREINVESTMENT DIVISION I

FY86 Work Program
ESMAP Tasks Already Started

Divisional
Task Task Coordinator Other Staff

West Africa

Gambia Egy. Assess. Status Rep. Armar*
Niger Egy. Assess. Status Rep. Craig* Shanberge, Floor

Senegal Solar Water Heating Malik* FloorLiberia Power Efficiency Audit Gulstone* BachrachNiger Stove Project Floor* Shanherge

Benin Power System Eff. Study Koenig* Mitchell, GulstoneTogo Power System Eff. Study Koenig* Mitchell, GulstoneTogo Nangbeto Reservoir Study Weimper Grut

East Asia and Pacific

Indonesia Power System Eff. Study Gulstone* Mitchell, BachrachS. Pacific Petroleum Supply Study Mian* Rivera, Miekle

EMENA

Morocco Egy. Assess. Status Rep. Sherbiny* Muller, MalikTurkey Egy. Assess. Status Rep. Sherbiny

* Mission Leader

MAhmed
August 19, 1985
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THE WORLD BANK /INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: August 16, 1985

TO: Mr. A. Roa, Acting Chief, EMPRE

FROM: Masood Ahmed, Acting Chief, EGYS.

SUBJECT: Morocco: Contribution to CPP

1. We have received and reviewed a copy of your memorandum to
Mr. Shilling of August 1, 1985 attaching a contribution on the energy
sector for the Morocco CPP. We support the general thrust and
content of the paper but would like to offer some specific comments
which you might wish to consider in any further revisions of the
draft.

2. I have also passed on a copy of your paper to Eugene
MCarthy's division and asked them to pass on directly any comments
they might have.

cc: Messrs. Hume, Decaux (EGYEC),
McCarthy (EGYD1), Sherbiny O/R (EGYS1)
Liebenthal (EMPDR), Mckechnie (EMPPE)

Ms. M. Muller (EGYS1)

MAhmed:na
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Morocco: Comments on ZKP1E 'a paper

1 In the absence of Naiem and to the best of my ability and
knowledge of Morocco's Energy sector, I offer below my comments on
EMPPE's contribution toMorocco's CPP.

2. Comments:

para. 4 (a): Should read "...imported oil accounted for 87% of gross
commercial energy consumption".

para. 4 (b): I was unaware of the problem of low oil stocks. Is it
really a major issue in the Energy sector or just a
temporary problem.?

para. 4 (c): I do not understand this statement. Does it mean that the
economic justification of domestic refining is not
clear? Or does it mean that the financial set up (e.g.,
guaranteed return on assets) is not satisfactory? We did
not perceive these problems from our discussions with EGY
and IND (e.g., Samy Moussa) prior to or after the
mission. SCP is functionning at 90% capacity - how can
this performance be improved ?

para. 6: I thought that the capacity of Mohammedia III and IV was
150 MW each (and not 300 MW each)

para. 7: I would add a last item: (f) Efficiency of operations of
existing facilities should be improved through optimized
management of dams so as to increase hydrolectricity
generation and through reduction of technical and non-
technical lines in power transmission and distribution.

para. 13: Last sentence. After "An update of the energy assessment"
add: "and identification of a technical assistance

program"

para. 14: - Another priority of the Bank should be to encourage and
help the Government to address the issue of fuelwood both
from the supply and demand points of view.
- Within the energy conversion issue, integrate in
particular the problem of wide scale coal conversion.

para. 16: At the end of the paragraph add: "national plan for small
hydro development".



para. 18: Wouldn't the PERL include the petroleum sector (refining,
distribution)?

para.14 & 21: The Bank should support economic and technically sound
development of Morcco's plentiful renewable energy
resources (solar, wind, ... ). Such a support could be
embodied as a component of the possible energy sector
loan.

MMuller:ttt



August 14, 1985

Ms. Joan Kronfli (EISVP)

Joan:

You are probably better informed about how this new chargeback
system is to be implemented. As you know, our division has extensive
translation needs. Could you please let me know whether future trans-
lation work should be charged directly to a central EIS account or
whether the funds would be distributed to each division.

Many thanks.

Masood Ahmed
x 73996
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THE WORLD ANK IN T [ NA1NAL FINANCE (0RP0RAF T'IN

OFFICE MEMORANDUM

DATE: August 14, 1985

TO: EGYS1 Higher/Assistant Level Staff

FROM: Masood Ahmed, Acting Chief, EGYSl

SUBJECT: Staff Meeting

At last week's staff meeting we agreed to circulate for
discussion a sample of an ESMAP country work program initiation memo.
Lori has now done one for Ivory Coast, a copy of which you have already
received. Could we meet on Friday, August 16 at 2:30 pm in Room D-658 to
go over this.

cc: Mr. Ferroukhi (EGY)

MAhmed:aaf
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NOTE

To: ESW Task Coordinators

Re: Status of FY86 Sector Work Program

I plan to meet with the West Africa and East Asia & Pacific Regions
next week to discuss the current status and proposed scheduling of the
energy sector work that we are carrying out in these regions in FY86.
For that meeting, I would appreciate it if you could let me have by
Thursday lunchtime a short paragraph setting out the status and
scheduling of the tasks for which you are responsible (see attached
sheet) as well as any points regarding approach, staffing, potential
problems, etc. which you would like to raise at this time.

Regarding EMENA, we have already had one meeting on the FY86 ESW
program and the next occasion to review the status of the program will be
in the context of the Division's quarterly status report which is
scheduled for distribution on October 1. I will be discussing with the
task coordinators .concerned, the steps needed to firm up the scheduling
of individual tasks in EMENA by October 1.

M ood

Attachment

MAhmed:aaf



ENERGY STRATEGY AND PREINVESTMENT DIVISION I

FY86 Work Program
(ESW)

Divisional
Task Task Coordinator Other Staff

West Africa

Burkina Energy Assessment + Craig* Muller
Congo Energy Assessment Perine Ferroukhi*
Ghana Energy Assessment Richter* Boroumand, Grut
Guinea Energy Assessment Shanberge Decaux*, Russell(C)
Mali Energy Assessment Craig* Muller
STP Energy Assessment + Sharkey Del Buono*
Sierra
Leone Energy Assessment Aleem Thadani*

Burkina Energy Strategy Paper Craig* Muller
Regional Togo/Benin/Niger

Pet. Study

East Asia & Pacific

China Energy Strategy Taylor
Indonesia Gas Strategy Gray
Korea Energy Issues Thadani* Aleem
PNG Energy Strategy Borthwick Craig
Thailand Assessment + Borthwick Sadove*, Byer

EMENA

Syria Energy Assessment + Gray Prasad* (C)
Egypt Gas Strategy Gray Julius* (C)
YAR Investment Options in

Energy Gray

+ Carryover from FY85
* Mission leader
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August 9, 1985

Mr. Malone (EDI)

Following our meeting a couple of weeks ago, I came across a note I
did in 1983 on the (then proposed) EDI policy seminar. Some of these
points may still be relevant for your current evaluation of the future
options for EDI involvement in energy.

Please call me if you would like to discuss this further.

Regards.

Masood Ahmed

cc: Mr. I. Hume (EGY)

MAhmed:aaf



September 2, 1983

D.C.:

Re: EDI Seminar

Assuming that the participants will actually be PS Energy or
equivalent (and I think that it's important not' to accept lower tier
substitutes such as head of energy planning units because then the
structure/concent of the seminar would need to be very different) then,
the principle objectives of the seminar should be:

(i) raise their commitment in areas which we believe are
being neglected (rural energy fuelwood);

(ii) expose them to new approaches/opportunities for better
management in areas where there is likely to be interest
in principle (rational energy pricing, conservation,
power system efficiency) and

(iii) provide some guidance and an opportunity to share their
experience on how to deal with problems that they have
to resolve in person (how to deal with power utilities,
oil companies, etc.).

The way to do this is to be selective in coverage and adopt a
very practical approach in each session. These people don't need a
general course on each aspect of energy or on the first principles of
pricing, rural energy, etc. which they ought to know already.

The issues I would focus on in each category are:

(i) Commitment

- Fuelwood and rural energy--focus on need to translate
general commitment to specific decisions on investment
priorities; other areas of action include land allocation
decisions, fuelwood pricing (why and constraints),
institutional importance (have someone/group with specific
responsibilities for this work);

- Pricing - focus on relative pricing issues, on power
pricing (internal cash generation requirements, lifeline
tariffs as a way of mitigating equity effects); try and
avoid general praise of marginal cost pricing which tends
to turn many policymakers off, rather focus on why prices
need to be increased and rationalized and how this can be
done at minimum political/social cost.



(ii) New Approaches

- Power Sector Efficiency - Why important (demonstrate
potential) how to achieve it (audit, loss reduction,
maintentance, spare parts) - basic method is to use a
number of case study examples and then to give them a list

of things that can be done and conditions under which these

things are likely to pay off.

- Conservation - Again focus on how rather than why, what to
do beyond audits--institutional problems in setting up a
conservation program--alternative approaches; also

principal opportunities--large users, Government buildings.

- Renewables - How to rationalize programs, (most PS's now
aware that existing approach ain't working!) What three or
four technologies hold early payoffs--how to work on

developing them--how to get the National Science Councils

out of monopolizing renewable policy and resource

allocation.

- Investment Programing - Assessments the only way to start
(well, almost!). How to set up project monitoring and
evaluation systems PERT/CPM, etc.

(iii) Problems they Deal with:

- Relationship with Utility and NOC--how to set up
information exchange; autonomy vs. control, contrat plans,
etc.--(NB - this is an area in which we might have only
limited wisdom to offer but shared experiences should be
useful).

- Relationship with TOC's--we can say much more here:

contractual arrangements, legal framework, exploration
promotion, etc. (usual Palsen briefing).

- Relationship with Ministry of Finance/Planning--how to

ensure that economic apsects of pricing policy are

considered as well as fiscal ones; how to make a case for
higher energy investments when total budgets are stagnant;

how to ask for and justify more staff in energy sector
management and also higher salaries.

Now, regarding structure of seminar,

- agree with JB that sessions 3-5 are not likely to be
productive; if included, they should be towards the end of

the week not the beginning.
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- other sessions could be organized along above themes; not
by systematic treatment of each subsector;

- important that seminar presenter also participate in the
group discussion which should really focus on how to apply
the ideas presented in the various country situations.

Masoo Ahmed

cc: Messrs. Rovani, Bharier

?VP



,HE WQ N I ONA I NE (C)RPOR/ ION

OFFICE MEMORANDUM

DATE: August 8, 1985

TO: Distribution

FROM: Masood Ahmed, Acting Chief, EGYS1

SUBJECT: DMDP2 - Brown Bag Lunch

Our next brown bag lunch will be held on August 23 at 12:30 pm
in Room D-658. As we had agreed at Hidden Valley we will use the
opportunity of this lunch to discuss the feasibility of administering the
Myers-Briggs Test within our work group. Joaquin Paez will join us from
the Management Development Unit to lead this discussion and to answer
questions on the attached note which has been prepared by PMDMD.

Attachment

Distribution:

Participants Trainers

Suman Bery Barbara Sloan
Thomas Blinkhorn Jagdish Gil
Pieter Bottelier Donal O'Hare
Lowell Doud Matt Loughran
Jacques Guillot-Lageat Joaquin Paez
Alberto Harth Steve Rhinesmith
Robert Hindle Peter Thomas
Tom Hoopengardner
Satdev Kathuria
Per Ljung
George Psacharopoulous
Raquel Salientes
John Tetley
Tom Tsui
Koss Van Den Berg

MAhmed:aaf
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Page 1 of 2

INTRODUCTION TO THE USE OF THE MYERS-BRIGGS TYPE INDICATOR

The constructive use of individual differences is the guiding principle

behind the Myers-Briggs Type Indicator (MBTI). Ideally, the MBTI will help

the individual to learn more about him.or herself, understand and appreciate

individual differences in others, and identify and maximize strengths to the

benefit of both the individual and the group.

In any and all cases, information about an individual's type preference is

to be used to the maximum benefit of that individual. Ultimately, the

individual is the final judge and interpreter of his or her own preferences.

In both interpreting and applying the MBTI, it is important to remember that:

All human beings are like all other human beings.

All human beings are like some other human beings.

All human beings are like no other human beings.

Please note that managers giving the Myers-Briggs Type Indicator to their

staff through the auspices of the Management Development Unit (MDU) agree to

do so totally in accordance with the content of this document.

Principle I. Administration and Dissemination

A. The respondent to the MBTI shall, in all instances, be informed of the

purpose and intended use beforehand, and that the taking of the instrument

shall be completely voluntary.

B. Only the respondent shall be given his or her reported preference

scores unless prior permission is obtained from that individual.

C. The respondent should be provided adequate, general background

information through a group presentation about typological theory and the

individual type preferences, and be given the opportunity to ask questions

about his or her individual scores and type preference.

D. In situations where type data are being used for general research

purposes only, researchers are encouraged to provide the option for

feedback to the respondent through a group session, even though reporting

of individual scores is not required.

/2
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Principle II. Interpretation

A. Explicit reference should be made for each respondent to the inherent
value in his or her indicated type. Type attributes should be described
in non-judgmental or positive terms, and as preferences or tendencies
rather than unqualified absolutes. (Words such as "preference,"
"tendency," "strength," "inclination" are consistent with the positive use
of type theory.)

B. The respondent should be informed that his or her reported scores
reflect indicated preferences, not abilities, intelligence, or likelihood
of professional success. However, knowledge of such preferences can be
used positively to maximize the strengths of the individual and promote
more effective and productive working relationships within the work unit.

C. When informing the respondent about typology and type preferences, care
should be taken not to state or imply that type explains or justifies all
human behavior, and that the repondent's indicated type preference is only
one aspect of the very complex human personality.

D. The respondent's personal assessment, if he or she disagrees with the

type description associated with the reported scores, shall be regarded as
more accurate than the MBTI.

(Any further questions regarding the Myers-Briggs Type
Indicator should be directed to Donal O'Hare, Manager,
Management Development Unit, PMD.)

PMDMD
7/22/85



DATE: August 5, 1985

'O: Files

FROM: Of ice of the Senior Vice President, Operations

SWJEC': Minutes of Operational Vice Presidents' Meeting of July 24 ant 31

Present:

July 24

Members: Messrs. Stern (Chairman), Baumx, Hopper, Cuchi, 7halwitz,
Wapenhans, Golan, Kimani, van der Meer, Rajagopalan, Wyss

Others: Messrs. Churchill, Hume, Agarwala, aCments, Kopp, Ruddy,
Raphaeli, Ms. Donovan

Jl1y 31

Mmbers: Messrs. Stern (Chairman), Baum, Cherse, Hopper, Husain,
Jaycox, Wapenhans, Kirmani, Serageldin, van der Meer, Tambe

Others: Messrs. Rajagopalan, Rovani, Hme, Agarwala, Clements, Kopp,
Ruddy, Raphaeli, Bates, Kalim, Ms. Donovan

Review of UNDP Programs and Financial Activities

1. Mr. Raphaeli reported that relations between the Bank and UNDP are

improving and conunications at various levels of management have been

strengthened. Although the share of UNDP-finanoed technical assistance

(TA) projects executed by the Bank has diminished as a percentage of total

TA financed by the Bank in the last decade, UNDP TA funding in

Bank-financed projects has stabilized, and amounted to about in

FY85. Several speakers comented that it is critical that we-lategFat

UNDP-financed operations Ito overall country work programs and budgets.

In South Asia, formal umbrella agreements with the JNDP have been estab-

lished for several countries, which allocate a share of UNDP funds to be

administered through executing agencies. These umbrella agreements have

also provided a basis for a general expansion in Bank/UNDP cooperation on

new projects.
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2. Speakers omuented on the declinej in UNDP TA funds for East Asia,

IAC and EMA, reflecting the priority being afEorded by UNDP to the two

Africa Regions. Within Africa, speakers ocmented that the funds avail-

able are not yet being tapped as effectively as could be the case and UNDP
)

operations should be more closely integrated into ongoing country work.

Staff frequently do not know when they should try to tap UNDP funds for

technical assistance, rather than seeking SPPF or PPF funds, or estab-

lishing free-standing technical assistance loans. 7he choice of funding

mechanian is therefore still samewbat haphazard.

3. A nunber of speakers comuented that our technical assistance

activities need to be more carefully integrated at the country level and

UNDP-funded activities should not be viewed separately fram other Th

activities. Most Regions now have a division which is responsible for all

M operations including those funded through the UNDP. The Chairman noted

that the denand for technical assistance should be determined on the basis

of the relative priority of these activities, in light of each country's

budget. Separate funds and staff should not be designated for technical

assistance activities funded by the UNDP, and management of UNDP work

should be integrated into total Regional and country budgets, wherever

this is not current practice.



4. Speakers agreed that the Bank/UNDP Water Decade Progrn has been

primarily driven b outside forces but its fund raising activities have

been dcaracterized by considerable initiative and entrepreneurship. The

results to date have been very positive and the cost to the Bank of these

programs is estimated to be about 6% of total cost. O~ntributions have

been obtained fram the UNDP and from many bilateral donors, primarily

because the Water Decade Program is seen as contributing significantly to

these agencies' efforts to identify developnent projects. 'he Water

Decade Program is also utilized to prepare World Bank projects, either for

pre-feasibility studies, the preparation of terms of reference or the

pre-qualification of consultants.



The Energy Sector Programs

Mr. Hume introduced the discussion of the Energy Assessment

Program (ESAP) and the Energy Sector Management Assistance Program

(ESMAP) on which two reports have been circulated: the Annual Report for

distribution to the donor community and internal review of the two

programs carried out by Mr. Sadove to establish their usefulness to the

Bank and how these could be enhanced. In his introduction, Mr. Hume

noted that the two programs were at important turning point. The Energy

Assessment Program whose principle objective was to identify major energy

investments and policy options in the 70 developing countries was now

drawing to a conclusion. The principle issue here was on how and in what

form this type of sector work should continue after the formal completion

of the 70-country program. Regarding ESMAP, which was started two years

ago, the Program had grown rapidly and become increasingly recognized as

a valuable additional instrument in Bank assistance in project

preparation and institutional strengthening. It was important here to

take stock after this period of rapid growth to identify ways in which

ESMAP operations could be more closely integrated with the Bank's work

program for individual countries. In particular, there was scope to

expand ESMAP activities in the key energy areas such as gas development

and major electrical and power schemes which have deliberately been

excluded during the initial start up phase. Finally, he pointed out that

as more than half of ESMAP programs are funded from non-Bank sources such

as UNDP, bilateral agencies, etc. it should not be seen as a program that

services the World Bank exclusively. On the contrary, a substantial

amount of pre-investment and technical assistance carried out under ESMAP



is and should be utilized by other donors. Given that Rank financing in

the energy sector accounts for about 5% of the total investments needed

for the sector in developing countries, the ESMAP therefore provided a

useful way for the Bank to select and design other energy projects which

it could not directly finance.

7. A speaker notebt the nature of energy sector work whid is

required in the lower-inooe countries of Africa and Asia is significantly

different from the requirenents in middle-inoome countries. While in the

lower-incme countries a primary focus must be on renewable energy resour-

ces, the use of darcoal stoves, etc., in the midd1e-incme countries it

is essential that a pool of resources be available to provide continuous

sectoral advice an subjects such as energy savings in the industrial

sector. It would be useful if this sort of sector work could be provided

by ESMAP, however, it is essential that a dialogue on this subject be

maintained on a continuous basis and addressed in the context of the

overall strategy identified for each country.

Regarding internal management of these programs, the issue of

regionalizing this work was raised. The Chairman noted that the staff

skills required for the energy sector work had become less scarce in the

past few years and therefore the need for carrying out more routine

energy sector work in the region had increased. However, it was

essential that Region did not attempt to accumulate costly underutilized

skills when full utilization could be ensured by centralizing them in

EGY.



8. In reviewing both the water supl progra and the UND/Bank
energy program, the Chairman noted that a number of clear rules must be
established and followed. Firstly, the medanisms must be put in place to
accurately identify the full costs of these programs. 'he Office of the
Adviser on Management Systems and Budgets will determine how the necessary
information can be obtained througi the time recording system, to ensure
that the costs of these programs are accurately identified. Secondly, the
outputs of these programs must be clearly identified and integrated into
the work program budget for ead country. The full costs of these

activities, including the full overhead costs should be darged against

these tasks. While these darges mqy merely be accounting transactions,

they are useful to show clearly the actual costs of the tasks. Te Chair-

man cimuended the efforts of the Water Supply Decade, which is now well

underway, in mobilizing resources fram donors and the UNDP. Be noted that

in no case should Bank support of a joint program exceed 20% of total

costs. However, this level should be viewed as an exceptional level

primarily intended to establish a program and demonstrate the Bank's

support. Over time, as in the case of the Water Decade, it is expected

that the share of the Bank's support for each program should decline from

this level.

In conclusion, the Chairman noted that while there was scope for

better integration of the work under the energy programs into the Rank's

overall country programs, the quality of the many of the reports prepared

by the programs was impressive. The sector reports generally clearly

identified sector strategy and provided action-oriented recommendations

and work completed at a relatively low cost. The Chairman recommended

that reports in other sectors could usefully be moduled on the style of

these ESAP reports.



THE WORLD HANK/INTEHNATIONA[ FINANC CORPORATION

OFFICE MEMORANDUM

TO: Mr. Steve Weissman, Program Coordinator, EISVP

FROM: Norma Kraushaar, Acting Supervisor, ECYPl/P2 Unit

THROUGH: Masood Ahmed, Acting Division Chief, EGYPi

SUBJECT: Purchase of NBI Equipment

To respond to the queries regarding our pending order for NBI
equipment for this Division, I think it is pertinent to elaborate a bit
on the rationale which led to this order.

A meeting was held, comprising Randi Selehdar, Kathy Babin and
myself, in which we discussed the most cost-effective manner in which to
deal with the dire equipment constraints under which we presently
operate. Ideally, we wished to have an ICU for the WP Unit, and five
work stations for the use of the secretaries. This is necessary since
the unit makes more extensive use of the more sophisticated functions of
the system, and this takes substantial memory capacity for data manipu-
lation. At present it is not feasible on ICU2 which serves this division
to use the Advanced Stored Keystrokes, which allows an operator to write
a program and load into a buffer for carrying out more complicated
repetitive tasks. There are 117 very heavily used directories on this
ICU which has only one hard disk, as compared with about half that number
on ICUl with 2 disks, which serves the 5th floor. The recommended
minimal level of unused space is 10,000 units and we presently stand at
between 6 and 7,000 units.

We weighed the cost of installing wiring for a new ICU in order
to accomodate the new systems, against upgrading the existing one and, as
a temporary measure, having the secretaries work on stand-alone systems
(an inconvenient compromise) in view of our pending relocation, and -- at
that time -- in the hope of being able to purchase in October from East
Asia the equipment we would need to function optimally for the testing
period of the bank-approved new work stations.

With this in view, I think that you will agree that there was a
good deal of thought given to the selection of the particular pieces of
equipment which we ordered and that this does not preempt the eventual
purchase of an additional ICU from one of the Departments relinquishing
same.

Since there is no other NBI group participating in a pilot of
the new IBM equipment, it may be worth consideration whether it might not
be practical for us to integrate our operation with XTs, (or ATs if and
when this technology has been proven and adequate storage is available)
in the near future when the software and networking facilities are func-
tional. However, our present needs are retroactive, and considering the
time factor in training and changeover, it is imperative that we should
have this upgrading as early as possible.

NKraushaar:nhk
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FUNDING OF ENERGY ASSESSMENTS
FY81-85
($'000)

FY81 FY82 FY83 FY84 FY85 d/ TOTAL

BANK COSTS

Salaries a/ 181 819 983 1,191 897 4,071
Staff Over-
heads b/ 320 832 998 981 587 3,718

Indirect
Costs c/ 113 187 209 297 268 1,074

Sub-total 614 1,838 2,190 2,469 1,752 8,863

UNDP COSTS 204 688 1,194 1,629 1,936 5,651

TOTAL 818 2,526 3,384 4,098 3,688 14,514

a/ Salary costs of all bank staff who have participated in Assessments
work (including time of staff from outside Energy Assessments
Division).

b/ Staff overheads plus drawdown from "$" account.

c/ Includes office spaces for Bank and UNDP staff, office supplies,
printing, translations and equipment used by Energy Assessments
Division.

d/ FY85 figures are preliminary extrapolations based on figures for
first nine months.



FUNDING FOR ESMAP
FY83-85
($'000)

FY83 FY84 FY85 e/ TOTAL

BANK COSTS

Cash Contribution a/ - 700 - 700
Salaries b/ 13 107 259 379
Staff Overheads c/ 29 145 205 379
Indirect Costs d7 81 149 247 477

Sub-total 123 1,101 711 1,935

UNDP COSTS 56 817 1,816 2,689

TOTAL 179 1,918 2,527 4,624

a/ One-time cash contribution of $700.000 in FY84.

b/ Salary costs of all Bank staff who have participated in ESMAP work
(including time of staff from outsidei Energy Assessments Division.

c/ Staff overheads plus drawdown from "$" account.

d/ Includes office spaces for Bank and UNDP staff, office supplies,
printing, translations and equipment used by Energy Assessments
Division.

e/ FY85 figures are preliminary extrapolations based on nine months
data.

MAhmed:aaf
July 26, 1985



BANK OPERATIONS PREPARED THROUGH ESMAP

COST OF
INVESTMENT/

TECH. ASST. ECONOMIC

COUNTRY ESMAP ACTIVITY IDENTIFIED BENEFITS BANK OPERATION
(US$mn) (US~mn/year)

Region: East Africa

Burundi Petroleum Supply Management .110 To be included in IDA
Assistance Package Power Transmission and

Distribution Project

Improved charcoal stoves .4 .5 To be financed by
Power Transmission Loan

(USS.22mn) and Urban
Development Credit
(USS.18mn)

Ethiopia Power Sector Efficiency Audit 15.9 5.8

Energy Generation from 3.5 2.0 All four to be included
briquetting of Crop Residues in IDA Energy 1 Project

(US$60mn)
Utilization of surplus .5 .25
Bagasse Potential

Cooking Efficiency Project 1.5

Malawi Tobacco Industry Energy .3 Included in FY84 IDA
Efficiency Improvement Technical Assistance
Program 11 Credit

Sudan Power Sector Efficiency Audit:

Phase I (short-term) 3.3 2.4 Parts of Phase I and I
financed under the Power

Phase II (long-term) 18.3 8.8 111 Project-U.S.$3 mn

(almost completed) and under

the Rehabilitation Project-

US$6 mn (to be presented to
the board in August 1985)



COST OF
INVESTMENT/
TECH. ASST. ECONOMIC

COUNTRY ESMAP ACTIVITY IDENTIFIED BENEFITS BANK OPERATION

(US$mn) (US$mn/year)

Region: East Asia and the Pacific

Papua Technical assistance 1.5 Being considered for
New package for strengthening inclusion in proposed
Guinea energy sector institutions Public Sector

Management T.A. Project

Region: South Asia

Bangladesh Power Rehabilitation Project 50 36 Part of the Loss Reduction
(financial-31) Component (USS21mn) to

be included in IDA
Power Project

Sri Lanka Distribution System 25 11 Work .started under a
Improvement previous Power Loan and

may be continued under

the Power Transmission
Expansion and
Distribution Rehabili-

tation Project which is

currently being prepared



COST OF
INVESTMENT/

TECH. ASST. ECONOMIC

COUNTRY ESMAP ACTIVITY IDENTIFIED BENEFITS BANK OPERATION

(US~mn) (US$mn/year)

Region: West Africa

Gambia Solar photovoltaic project .612 0.25 Being considered for partial

funding under Credit 1187-GAM

Energy Project (US$.05mn)

Senegal Industrial Energy 2.5 UNDP to finance US$.4mn for

Conservation Program first year with Bank as executin

agency. US$1.5mn designated

under IDA's Power 1 Credit for

years 2 and 3

GRAND TOTAL: 123.1 67.0*

* Total economic benefits of 8 projects



ENERGY STRATEGY AND PREINVESTMENT DIVISIONS I & II

Annual Flow of Funds for ESMAP

$5m/yr

- Office space and
non-staff overheads ($0.3)

BANK - Bank management cost ($0.4)
Approximate $1 million_____ (2 divisional manager/years)

(or 20% of total) (2 other years for review,
advice and support)

- Cash to balance ($0.3)

(Used for consultant fees)

- Fixed term staff (80%)
UNDPF
$1 million - Travel (20%)

- Travel (20%)

Donors gen. contributions - Researchers (50%)

$1 million
- Consultants (30%)

- Consultant fees & travel ($2.7)
Donors "tied" contribution

$3 million Staff cost and travel ($0.3)

MAhmed:aaf
August 5, 1985
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THE WORLD BANK INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE August 1, 1965

TO Distribution

FROM Richard Berney, Acting hief, EGYDI

EXTENSION 74088

SUBJECT INA: Project Brief - Dongpu Basin Natural Gas Project

The project brief for the above project is attached. A
preappraisal mission is scheduled to leave for China on August 27.
Comments on the project should be directed to me, at extension 74088.

Distribution: Messrs. V. Rajagopalan (PPD); A. Karaosmanoglu, 0. Yenal,
J.W. Adams, S. Kirmani, D. Turnham, V. Nayyar (AEP);
G. Kaji, C. Koch-Weser, Y. Kimura, E. Lim, G. Tidrick
(AEA); S. Salman, W. Onorato (LEG); (Mrs.) N. Hwang
(LOA); J.L. Dherse, C. Ludvik, S. Weissman (EISVP); J.
Goldberg, E. Segura (IND); Y. Rovani, P. Bourcier, 1.
Hume, R. Saunders, J. Fish, A. Heron, W !ts, H. Ribe
(EGY); H. Hittmair (CTRVP); Y. Watanabe (OED); B. Li

II (LOA); 1. Zincir (AEPDR); 
N. Lichtenstein (LEG)

EISIC
Regional Information Center

Cleared with and cc: Y. Kimura, AEACH
RBerney:eo

JI v



THE WORLD BANK /#TERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: July 23, 1985

TO: Mr. Chauncey F. Dewey, Assistant Director, EMP

FROM: Masood Ahmed, Acting Chief, EGYS1

SUBJECT: EMENA: FY86 Energy Sector Work

1. As agreed at last Friday's meeting, I am attaching a revisedtable of the FY86 Energy Sector Work in which EGY is expected toparticipate. This table differs from the version circulated under cover
of your July 17 memorandum in the following respects:

(i) All tasks previously scheduled to be managed by the EnergyAdvisory Staff and the Energy Assessments Division of EGYhave now been allocated to the newly established EnergyStrategy and Preinvestment Division I, which will henceforthbe responsible for the management of all energy sector workwithin EGY.

(ii) The Petroleum Subsector Memo for PDRY has been dropped asdiscussed at the meeting. We will pursue this questionfurther with the concerned Programs and Projects staff toestablish if this task is of sufficiently highpriority/government interest to reintroduce -into the FY86program. The allocation of resources for this task (whichis not included in the agreed ESW budget) will also bediscussed at that time.

(iii) We have noted your request for EGY inputs totalling 22 SWfor ESW tasks managed by EMENA. In principle we support allof these tasks and will attempt to participate in theirexecution as envisaged in the table. However, as wediscussed at the meeting, some of these tasks are not fundedunder the agreed budget and the full extent of EGYparticipation will therefore be affected by the ability totransfer resources from other ESW tasks which might slip orfrom the lending/supervision budget. Given the totalrequirement of 22 SW, we do not envisage a major problem inaccommodating these requests.

(iv) Regarding the YAR Investment Options Study, we have notmodified the staffing or scheduling pending furtherdiscussions with EMP/EMI staff on the relationship betweenthis task and the possible TA project currently underdiscussion.

(v) The 2 SW of support requested for the YAR CPP has beendeleted as Mr. Liebenthal indicated that this was atypographical error which should have shown up on the INDtable.
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2. We have received Forms 700 for:

(i) the Egypt Gas Strategy Paper
(ii) the YAR Investment Options Study

(iii) the Syria Energy Assessment, and
(iv) the Turkey Investment Program Review.
(v) the YAR Plan Preparation Asst.

These have been completed and sent to the relevant Programs divisions;
copies are attached for your information.

3. Finally, I would like to confirm our support for a quarterly
review meeting on the progress of energy sector work in EMENA. As I
mentioned, we would like to expand the scope of these meetings to cover
also the related technical assistance activities which we are
implementing under the Energy Sector Management Assistance Program
(ESMAP). Prior to each meeting, we will circulate copies of the
quarterly status report on the ESMAP and on EGY-managed ESW which can be
used as the basis for discussion at the meeting. The next status report
will be issued on October 1, 1985.

4. Please call me if you have any queries on the above.

Attachments

cc: Messrs. Hasan, Patel, Dhanji (EMNVP);
Pranich, Liebenthal, Reekie (o/r), Roa, Mckechnie (EMP);
Harrison (EMI); Asfour (EM2); Weissman (EISVP)
Rovani, Hume, McCarthy, Saunders, DeCaux, Kalim (EGY)

Ms. Kronfli (EIS); Ms. Kraske (EGY)

MAhmed:aaf
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FY86 SOURGES CF MANPOWR F(R CESW

M S
S T

GOV S A CUR MAIN FIR DISC DIV OIIER 7TMAL ITJAL
IPJ iESCRIPION (CN N T ISSU MISS (W OVT STAFF EW IND COS PROG FM MMR FY86 FY85-R7

352/50 ERGY STRATEGY & PREINVESlENT DIVISICN I

I. Division Managed Tasks
C/O SYRIA EERGY ASSESSENT Y 09/85 10/85 12 - - - 2 - - 14 90
NEW EGYPT GAS S AT PAPER N 11/85 04/86 7 - 4 13 - 6 - 3) 30

YAR INV CTS IN FEEGY N TB 13 8 - 4 - 10 - 35 35
SU1UjAL 32 9 41 T T 1i6 - 155

II. IAlision Supported Tasks

C/O 1R 1REV OF DfV M OG Y 6 - - - - - - 6 6
MDR REV OF PUB SECT ETR. 2 - - - - - - 2 2

NEW DEENA BYJ SfRAT PAPER 1 - - - - - - 1 3
YAR PLAN PREP ASSIST 2 - - - - - - 2 5

SUBMUTAL T1 - - - - - - 11 16

TUIAL 43 8 4 17 2 16 - 90 171

352/30 PETRmMM PIJECIS DIVISICN I

I. Division Supported Tasks

C/0 TUR REV C INV M)G 4 - - - - - - 4 5
NEW lEMA EGY STRAT PAPER 5 - - - - - - 5 8

SYR UJNTRY PROG PAPER 1 - - - - - - 1 2
1IR CONM PROG PAPER 1 - - - - - - 1 1

SUBUTAL 1 T~ ~ ~ ~ ~ ~ 11 16

TUrAL ENERGY DEPARIMEOU 54 8 4 17 2 16 - 101 187

Revised Draft July 23, 1985
mAhmed:aaf



EUROPE. MIDDLE EAST AM NORTH AFRICA REGION

ECONOMIC AND SECTOR WORK: FORM 700 (.3.)

FY65. THIRD QUARTER UPDATE
RUN DATE:07/02/95 AT 20.33.03 ESW NUMBER:1530585072

COUNTRY: EGYPT. ARAB REPUBLIC OF TITLE: GAS STRATEGY PAPER

RESPONSIBLE DEPT/DIV. :M6W69" "; 157 ACTIVITY : SRA
MISSION LEADER JULIUS REPORT CODE
PREPARING OFFICER :-M4041 9o( TYPE OF REPORT : SSS
GOVT. AGREED W/CONCEPT: NO DATE OF FORM 700 : 04/12/85
GOVT. AGREED W/MISSION: NO FINAL COVER(COLOR) : GREEN
MANAGED BY OPS/EIS7 : YES SECTOR CODE (IF SRA): ENG
CORE TASK(Y/N)7 : NO ACTIVITY STATUS : B
FORMAL TASK(Y/N)? : YES START DATE :07/00/85 END DATE: 0/00/85

SCHEDULE ORIGINAL PREVIOUS CURRENT SCHEDULE ORIGINAL PREVIOUS CURRENT

ISSUES PAPER GRAY COVER
MISS. DEPART CPP/CSP TASK .......... .......... ..........
WHITE COVER 12/00/85 INIT. MEMO
YELLOW COVER 03/00/86 WORK REVIEW
GREEN COVER RVP REVIEW
GOV. DICUSS. OPC REVIEW

S T A F F I N G S E C T IO N

STAFF DEPT CON. TOTAL TOTAL
SEQ STAFF NAME SPECIALTY TYPE DIV. FIRM FIELD HO FIELD+HO FY85 FY86 FY87 FY85-87
- --------------------------- -------------------------------- ----------------------
I JULIUS ECONOMIS -I - 3520WO N A 3 * c, 4- i- a& 5 .a_. 13
2 SEGURA ECONOMIS 1 35320 Y 2 2 4 4 4
3 REEKIE POWER 1 15642 Y 2 4 6 6 6
4 A VP.,t*5 s t ~P
6
7
8
9
10 .
11 .
12 .

14 . ....

15 .
TOTAL 10 20 30 30 30

TRS ACTUALS: THRU FY84 . ; FY85 .

S O U R C E 0 F M A N P O W E R

----REGIONAL STAFF---- OPS/ CONSULTANTS COOP
FY PROG PROJ FIELD EIS ERS PROG PROJ PROP YPS OTHER TOTAL
------------- --------------------------------------------------------------------------------
85
86 006 024 030
87
TOTAL 006 024 030

--------------------------------------------------------------------------------------------
COVERAGE:

CO0ENTS: NAMES/INITIALS

PROG. PROJ.
DIV CHIEF DIV CHIEF
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EUROPE. MIDDLE EAST AND NORTH AFRICA REGION

ECONOMIC AND SECTOR WORK FORM 700 ((I.S.)
snem messes semam mem" a m0mmmmmmmi ..m.

FY85. THIRD QUARTER UPDATE
W'JN DATE:07/02/&S AT 20.33.03 ESW NUMBER:1530585011

COUNTRY: YEMEN ARAB REPUBLIC TITLE: 1NV-,. OPTIONS IN ENER.

RESPONSIBLE DEPT/DIV. : 25206- ACTIVITY : SRA
MISSION LEADER : TBD REPORT CODE : 5YAR
PREPARING OFFICER : 1049 6VA.4 TYPE OF RE"ORT SSS
GOVT. AGREED W/CONCEPT: NO DATE OF FOIRM 700 : 11/20/84
GOVT. AGREED W/MISSION: NO FINAL COVEiR(COLOR) : GREEN
MANAGED BY OPS/EIS? YES SECTOR COCE (IF SRA): ENG
CORE TASK(Y/N)? : YES ACTIVITY STATUS : B
FORMAL TASK(Y/N)? : YES START DATE :08/00/85 END DATE:12/00/85

SCHEDULE ORIGINAL PREVIOUS CURRENT SCHEDULE ORIGINAL PREVIOUS CURRENT

ISSUES PAPER GRAY COVER
MISS. DEPART CPP/CSP TAS. .......... ....................
WHITE COVER INIT. MEMO
YELLOW COVER WORK REVIEW
GREEN COVER RVP REVIEW
GOV. DICUSS. OPC REVIEW

S T A F F I N G S E C T I 0

STAFF DEPT CON. TOTAL TOTAL
SEO STAFF NAME SPECIALTY TYPE DIV. FIRM FIELD H0 FIELD+HO FY85 FY86 FY87 FYSS-87

-- -------- ----- --- --- --- ---------- ------ ---- -----

I O'BRIEN-KUMI ECONOMIS 1 15642 Y 3 4 7 . 7 7
2 CHRISTOFIDES ENGINEER 1 15642 Y 1 2 3 3 3
3 CONSULTANT RESEARCH 6 15642 N 0
4 CONSULTANT PORT ENG 2 15632 N 2 2 4 4 4
5 "6oSwM EtK ENERGY E I 4N-- 3 10 13 13 13
6 MOUSSA ENGINEER 1 35230 N 4 4 8 8 8
7
9

12
13.
14 .
15 .
TOTAL 13 22 35 35 35

TRS ACTUALS: THRU FY34 * ; FY85 S

SOUR CE OF MANPOW E R
-------------------------------------------------------

---- REGIONAL STAFF---- OPS/ CONSULTAN-S COOP
FY PROG PROU FIELD EIS ERS PROG PROj PROP YPS OTHER TOTAL----------------------------------------------------------------------------------------------------
85
86 010 021 004 035
87

TOTAL 010 021 - 004 035----------------------------------------------------------------------------------------------------
COVERAGE: IN THE LIGHT.OF OIL DISCOVERY. REVIEW OF INVESTMENT OPTIONS-------- IN FOLLOWING SUBSECTORS: OIL/GAS TRANSPORTATION, STORAGE.

REFINERY, POWER. PORT DEVELOPMENT.

COMMENTS NAMES/INITIALS

PROG. PROJ.
~'DIV CHIEF DIV CHIEF

-- -- -- --------



EJURDPE. NIDLE EAST AND WORTH AFRICA REGION

ECO140MIC AND SECTOR WORK: FORM 700 (1.5.)

Fy81. THIRD GUARTER UPDATE
RUN DATE:07/02/85 AT 20.33.C3 ESW NUMBER: 15405508

COUNTRY: SYRIA TITLE: ENERGY ASSESSMENT

RESPONSIBLE DEPT/DIV : 35250 ACTIVITY - SRAMISSION LEADER- : PRASAD REPORT CODE 5SYRGGSYiPREPARING OFFICER : J.R.SUAREZ TYPE OF REPORT OTHGOVT. AGREED W/CONCEPT: YES DATE OF FORM 700 06/00/14GOVT. AGREED W/MISSION. YES FINAL COVER(COLOR) -: 8"J5MANAGED BY OPS/EIS? : YES SECTOR CODE (IF SRA): ENGCORE TASK(Y/N)7 YES ACTIVITY STATUS AFORMAL TASK(Y/N)7 : YES 'START DATE :12/00/84 END DATE:10/00/85
SCHEDULE ORIGINAL PREVIOUS CURRENT SCHEDULE ORIGINAL PREVIOUS CURRENT

ISSUES PAPER 11/00/84 O /Oo/s5 01/00/5 GRAY COVER 12/00/65 12/00/85MISS. DEPART 03/00/85 02/00/85 02/00/85 CPP/CSP TASK .......... .......... /..........
WHITE COVER 07/00/85 07/00/85 07/00/85 INIT. MEMO
YELLOW COVER 08/00/85 08/00/85 05/00/85 WORK REVIEW
GREEN COVER 10/00/85 09/00/85 09/00/85 RVP REVIEWGOV. DICUSS. 11/00/85 11/00/85 1/00/85 OPC REVIEW

SI A F F ING S E C 7 SN----------------------------------------------------

STAFF DEPT CON. TOTAL TOTALSEO STAFF NAME SPECIALTY TYPE DIV. FIRM FIELD HO FIELD*HQ FY85 FY86 FY87 FY85-87--------------------- ------------ --------- ----- ---- ---- ----- ---- -------- ---- ---- ---- -------1 PRASAD MISS LDR 1 35250 Y 3 6 9 8 -2 GRAY DP MISS 1 25675 Y 3 1 *V/b t -w- ;Z#-~2't3 KUPPER POWER SP 2 35250 Y 3 a 8 8
4 SPOTTISWOOD GAS SPEC 2 35250 Y 3 6 9 8 95 WOOD REFIN SP '2 35250 Y 3 3 6 6 66 FARAJ RENEWABL 2 35250 Y 2 2 4 4 47 FIREDLIFFSON GEOTHERM 2 35250 Y 2 1 3 3 3& SCHWEIGHAUSE PETROLEU 1 35220 Y 2 2 4 4 A9 EL-MEKKAWY PETROLEU 1 35240 Y 2 4 6 6 a10 KRASKE ECONOMIS 1 35210 Y I I I11 HUNTER ECONOMIS 1 15410 Y 2 6 8 6 2 8
13 .- - --

TOTAL 
25 66 .7V 14

TRS ACTUALS: THRU FY84 . 4.30 ; FY85 3 35.50 L
SOUR C E OF MANPOW E R

---- REGIONAL STAFF---- OPS/ CONSULTANTS COOPFY PROG PROJ FIELD EIS ERS PROG PROD PROP YPS OTHER TOTAL----------------------------------------------------------------------------------------------------
a5 005 071 076
a6 002 012 014
87 014
TOTAL 007 083---------------------------------------------------------------------------------------------
COVERAGE: THE STUDY WOULD PROVIDE DIAGNOSIS OF-SYRIA S MAJOR ENERGY-- PROBLEMS AND AN EVALUATION OF OPTIONS TO SOLVE THEM.

COMMENTS: 
NAMES/INITIALS

------------------------------------------------ ----------------------
-PROG. PROJ.

~~o pN ~ 3~'L - DIV CHIEF DIV CHIEF
---------------------------------------------------------------

flu
ckot""A



EUROPE, MIDDLE EAST AND NORTH AFRICA REGION

ECONDMIC AND SECTOR WORr: FO"P 70, (I.S.)

COJNTR : TURKE TITLE: REV.PUB. INVEST.PROS

RESPONSIBLE DEPT/DIV. : 15410 ACTIVITY : ERA
MISSION LEADER : R. LIEBENTHAL REPORT CODE : 5TURYYE 6
PREPARIN6 OFFICER : J. ROY TYPE OF REPORT : PIN
GOVT. AGREED W/CONCEPT: YES DATE OF FORM 700 : 11/00/83
GOVT. AGREED N/MISSION: YES FINAL COVERiCOLOR1 : GREEN
MANASEE BY OPS/EIS? : NO SECTOR CODE (IF SP';:

SCHEDULE ORIGINAL PRE 1OUS CURRENT SCHEDULE ORIGINAL PR EVIU CURENT
-------------------- ---------- ------------ ---------- ---------- ---------- J

ISSUES PAPER 11/00/84 01/00/85 01/00/85 GRAY COVER 1C00CiE5, n
MIES. DEPART 04/00/84 06/00/85 10!00/85 CPP/ESF TA .

COVE-, 0300/85 09/' 1V I N ,. MEMO
YELLOW COVERJ 05/00185 C2 6 2/00/8 J REVIEW
GREEN COVER 07/OO/85 12/00.85 04/00/86 RVP REVIEW
60V. DICUSS. 02/00/85 01/00/86 05/00/86 I PC REVIEW

--------------------------------------------------------- ----------S T A F F IN E S E C T 0 N

STAFF DEPT CON. TOTA TOTA
E. STAFF NAME 5PECI AL T TYPE DIV. FIRM FIELD HC FIELD+HD FY85 Fy86 FY87 FV85-07------ --------- ----- ------------------------------------- ------

LEBENTHA' MIS.CHiE I Y56 i 4 8 12 2 12
ANa MACOECE 1 54 5 9 4 5
3 MECONOF 1 2 6 8 4 8

4 FOY ADVISER Y15411 y 4 9 4 9
ENEP- E : 1564 Y 5 6 ii 3 S 1:S II AG- : 1 156'2 V 4 3 7 7 4

G4St TFE.3P I 1563 Y 2 2 4 1 4
8 W!LDEMAN SOC SEC 1 15620 Y 3 4 7 4 79 WARREN LIGNITE. 1 35:10 Y 2 2 4 1 3 4I( MOZOONDAR PUB. SEC 2 32120 Y 4 3 7 2 5 71! O'NEIL STEEL SP 1 35330 Y 3 3 6 2 4 62 KAHNERT DEP CHF 1 31005 N 3 7 10 1 9 1013 VASSILIOU. HEALTH 1 30630 N 2 4 6 3 3 6
14 4 / jA REFINERY 1 35230 4 2 2 4 4 4 415 MEERAUS SCIR PLN 1 62007 N 2 2 4 4TOTAL 47 66 113 34 795

TRS ACTUALS: THRU END FY84 .90 ; FY85 = 40.20-

SOUR CE OF MANPO WER

---- REGIONAL STAFF---- ORE CONSUL TANTS COOP
FY PROD PRO3 FIELD EIS ERS PROD PROJ PROP YPS OTHER TOTAL------- ------- ----- --------------------------------------------------------
85 013 012 007 002 034
8 018 029 023 004 05 07c
87
TOTAL 03: 041 030 004 007----------------------------------------------------------------------------
C AGE: MISSION WILL REVIEW THE PUBLIC INVESTMENT PROGRA, (85-9.

- IT WILL FOCUS ON PRIORITY PROJECTS IN KEY SECTORS AND
SUGGEST PROGRAM CONSISTENT WITH MACRO AND SECTORAL
STRATEGIES AND RESOURCES LIKELY TO BE AVAILABLE.

COTEN S: NMESIINITIAL C-------- PH4SE I MISsION COMPLETED IN 2/85. BTOR ISSUED 3/85. DESK ---- --- -- -
DEEt WORk TO BE DONE BY EM: (A83, IND (FERTILIZER, CEMENT, PROS. PRCJi !
TEiTILES, TELECOMMJNICATIONS" AND J. BALKIND, EM2 (IND). DIV CHIEF DIV CHI



EUROPE, MIDDLE EAST AND WORTH AFRICA REGION

ECONOMIC AND SECTOR WORK: FORM 700 (I.S.)

FY55, THIRD QUARTER UPDATE
RUN DATE:07/02/85 AT 20.33.03 ESW NUMBER:1530585101

COUNTRY: YEMEN ARAB REPUBLIC TITLE: PLAN PREPARATION ASST.

RESPONSIBLE DEPT/DIV. : 15320 ACTIVITY : ERA
MISSION LEADER : S. KHENISSI REPORT CODE : 5YAR
PREPARING OFFICER : S. KHENISSI TYPE OF REPORT : OPA
GOVT. AGREED W/CONCEPT: NO DATE OF FORM 700 : 11/16/84
GOVT. AGREED W/MISSION: NO FINAL COVER(COLOR) : GREEN
MANAGED BY OPS/EIS? : NO SECTOR CODE (IF SRA):
CORE TASK(Y/N)? : NO ACTIVITY STATUS : B
FORMAL TASK(Y/N)? : YES START DATE :04/00/86 END DATE:09/00/86

SCHEDULE ORIGINAL PREVIOUS CURRENT SCHEDULE ORIGINAL PREVIOUS CURRENT

ISSUES PAPER GRAY COVER
MISS. DEPART CPP/CSP TASK...............................
WHITE COVER INIT. MEMO
YELLOW COVER WORK REVIEW
GREEN COVER RVP REVIEW
GOV. DICUSS. OPC REVIEW

S T A F F I N G S E C T IO N

STAFF DEPT CON. TOTAL TOTALSEQ STAFF NAME SPECIALTY TYPE DIV. FIRM FIELD HO FIELD+HQ FY85 FY56 FY87 FY8S-87---------- ------------ --------- ----- ---- ---- ----- ---- -------- ---- ---- ---- -------I KHENISSI.S. ECONOMIS 1 15320 Y 3 15 Is - 6 12 182 TOD AGR. EC 1 15610 Y 2 2 4 2 2 43 TOD TRANS.SP 1 15630 4Cf 2 2 4 2 2 44 TBD POWER SP 1 15642 Y 2 2 4 2 2 45 TBD WATER SP 1 15640 Y 2 2 4 2 2 46 NOWICKID. RES. ASS 6 15320 Y 0
7 TBD HEALTH S 1 30630 Y 2 2 4' 2 2 4TED EGY SPEC I a*2e&3;0 2 3 5 2 3 59 TBD .EDU.SPEC 1 15620 Y 2 2 4 2 2 410 TED URB.SPEC 1 15628 Y 2 2 4 2 2 4

12 .
13 .
14 .
15 .
TOTAL 19 32 51 22 29 51

TRS ACTUALS: THRU FY84 - ; FY85 .

SOUR CE OF MANPOW E R

---- REGIONAL STAFF---- OPS/ CONSULTANTS COOP
FY PROG PROO FIELD EIS ERS PROG PROJ PROP YPS OTHER TOTAL---- -------------------------------------------------------------------------------------
85
86 -006 012 004 02287 012 012 005 029TOTAL 018 024 009 051---------------------------------------- ----------------------- --------------------------

COVERAGE: ASSIST THE GOVERNMENT IN MAPPING OUT MEDIUM-TERM SCENARIOS,-------- BASIC ASSUMPTIONS AND INVESTMENT PROPOSALS OF THE 3RD PLAN
FROM THE POINT OF VIEW OF -OVERALL 1 Y, CONSIST. & FEAS.

COMMENTS: NAMES/INITIALS

l WEROG. PROJ.
~ '- bDIV CHIEF DIV CHIEF

fkiV*

~-1Jill
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: July 5, 1985

TO: ESPD I Staff

FROM: Masood Ahmed, Acting Chief, Energy Strategy and Preinvestment

Division I

EXT: 73996

SUBJECT: Annual Leave

During my absence on July 5, Uwe Richter will be in charge

of the division.

cc: Rovani, Kalim, Bourcier, Hume, Sanders, Fish, Heron, TDosik,
McCarthy, Iskander, Sadove (EGY).

MAhmed:hm

P-1867
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: July 5, 1985

0: Mr. Ernest Stern, Senior Vice President, Operations

THROUGH: Mr. Amnon Golan, Acting Vice President, EIS

FROM: Ian Hume, Acting Director, EGY

SUBJECT: UNDP/World Bank Energy Sector Progra s Discussion at
OVP Meeting of July 31, 1985

1. Attached please find a copy of the third annual report on the
above programs, which has now been distributed under the signature of
Messrs. Clausen and Morse to the donor community. As before, the report
is intended primarily to assist UNDP in its fund raising efforts among
the donors and will be followed by a series of joint visits to the
principal donors to report personally on the progress made in the last
year and to obtain their reactions to our proposals for the future scope,
direction and funding of these programs.

2. In preparation for these discussions we would very much
appreciate the opportunity to clarify a number of issues regarding the
future of these programs - and of energy sector work more generally - at
the proposed OVP discussion on July 31. Such a discussion would also be
timely because both the Energy Assessments (ESAP) and the Energy Sector
Management Assistance Programs (ESMAP) are at a turning point in their
development. The Energy Assessments Program is now drawing towards its
close and the original objective of completing energy assessments in 70
countries will be substantially completed by the end of FY86. There is
some scope for further Assessments work, in countries not yet covered, or
in a few cases where new Assessments would be justified. However,
neither the UNDP nor ourselves think it productive to extend the formal
Assessments Program at the same level of the past several years. The
main priorities at this junction are: (a) to shift the emphasis onto the
operational implications of the Assessment work already done, by taking
up the preinvestment and institutional development work under the ESMAP
program; and (b) to ensure that sector-wide energy sector and strategy
work will clearly continue in support of the Bank's operational work and
policy dialogue. The principal issue here, then, is what shape and form
this work ought to take and how it ought to be programmed, managed and
funded. The options are set out below.

3. Regarding ESMAP, in just over two years the Program has
established itself as a highly effective instrument for Bank assistance
and the demand for ESMAP support by some of the regional operating
divisions now exceeds our capacity to deliver, based upon the existing
funding. It seems clear that there is considerable scope for ESMAP to
grow as a function of the country demand for project preparation
assistance to underpin the large investment programs in energy which many
borrowing countries are undertaking.

P-1867
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4. Given the importance of these issues, we commissioned, as you
know, an internal review of the two programs with particular emphasis on
how they could be made more useful to the Bank's operational work thereby
enhancing further the value that the Bank receives from its contribution
to the programs. This review was done by Bob Sadove in consultation with
the regional staff most closely involved with the work and with inputs
from EIS, PMD and CTR staff. A copy of his report is also attached and
we would be happy to clarify any of the points raised in the report. In
summary, the report concludes that the output of the two programs has
been very useful to both the developing countries directly and to the
Bank itself for its policy dialogue and operational work. The report
also identifies a number of areas where improvements in procedures and
priority setting would make these programs even more relevant to the
Bank's ongoing energy work. We are already acting upon most of these
recommendations in particular by setting up mechanisms to ensure even
closer collaboration with regional staff on establishing program
priorities across countries and different types of activities. However,
some issues cannot be resolved at the working level and on these we would
appreciate your guidance. As mentioned above the two principal questions
are (i) the future of energy sector work after the completion of the
Assessments Program; and (ii) the future scope and funding of the ESMAP
Program. These are dealt with below.

Energy Sector Work

5. The Problem. Over the last five years the concept of energy
sector work as distinct from subsector work in power, petroleum, etc. has
become more widely accepted within the Bank. It is also generally
recognized that issues of inter-fuel substitution, demand management, and

pricing, and institutional strengthening have important dimensions that
transcend subsectoral, fuel-specific analysis and that they need to be
addressed in a sector-wide analytical framework. Such a framework should

also be essential for sound project selection and design. To date the
bulk of this sector-wide analysis has been done through the energy
assessments. Indeed one of the major contributions of the Assessments
has been to demonstrate that in many instances this type of analysis
results in different recommendations or priorities for action than would
have emerged from allocating an equal amount of resources to doing
discrete and independent pieces of subsector work. However, there is a
danger that once the Assessment Program is completed the Bank will, for
various reasons, revert to doing only subsector work. It is always
possible that diverse pieces of subsector work could be coordinated and
integrated within some overall strategy, but in practice such products
have been hard to perfect in the past and are likely to remain so.
Indeed there are already examples of how the ESW programming system and
the organizational fragmentation of responsibilities have resulted in the

suboptimal compartmentalization of specific pieces of energy work which

should have been done as a whole.

6. In our view, such an outcome would be highly undesirable from
the perspective of the Bank as a whole and of the developing countries
themselves. We are equally convinced that this will be the likely



outcome unless we act to safeguard broader institutional interests by
setting up a mechanism which will transcend parochialism and allocate
resources and priorities on a substantive and fully collaborative
basis. A proposal on how this could be accomplished and of the role that
the Energy Department can play in this regard is set out below.

7. Proposal. Once the Assessments are completed, and to ensure
that comprehensive sector work will continue (in a variety of forms,
including special studies, strategy papers, energy investment reviews),
we are proposing to set up a core energy sector team in the Strategy and
Preinvestment Divisions, EGY, to be available to carry out priority
sector tasks in the larger, more complex countries, as identified and
defined by the Regions. This team could also provide technical support
and advice to the regional staff for tasks to be managed by the Regions.

8. To ensure that the work of this group responds to the priority
needs of the operational staff, we would propose to set up a review group
with representatives of each Region and of CPD which would meet at the
beginning of each fiscal year to agree upon the relative priorities of
the demands from each Region for support by the core team to approve of
the group's work program for the year. In the first instance, we seek
your approval of the principle, and to set up such a system on a trial
basis for FY87. We would then invite proposals from the Regional staff
during the FY87 Indicative Statement exercise towards the end of this
year.

The Future of ESMAP

9. The Problem. As the Sadove report describes, the ESMAP has
already made a valuable contribution through offering technical
assistance in the form of project preparation and institution building.
To date, however, ESMAP has tended to confine itself to a somewhat narrow
spectrum of energy issues (power loss reduction, energy conservation,
fuelwood and other renewable) without significantly taking on the tasks
which relate to the decisions which governments have to make regarding
often very large investments aimed at expanding domestic energy
supplies. We therefore, envisage a preinvestment role for ESMAP in power
and gas development, in addition to those areas already being covered.
Considering that the Bank, through its own energy lending (and hence
project preparation) program is probably funding no more than 10 percent
of our borrowers' total energy investments, the scope for ESMAP to
contribute to sound project preparation in the balance of these
countries' programs is very great. (It has to be remembered that ESMAP
is a joint World Bank/UNDP program. The UNDP is anxious that projects
pursued by ESMAP be consistent with the country energy strategy being
followed by the Bank, but that by and large ESMAP be used to prepare
projects which are funded by other sources other than the Bank. Hence
ESMAP can be seen as a source of leveraged impact on the 90% of energy
investments not being financed by the Bank.)

10. The problem is that to achieve this objective the ESMAP will
need some expanded and longer term funding. These funds will enable the
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maintenance of Program overheads and staff at their existing level beyond
late 1986 when the current funding runs out. And they will permit an
expansion of the scope of the Program's operations which are executed
largely by consultants under ESMAP supervision.

11. Proposal. For the overhead funding of ESMAP the UNDP is
considering a commitment of up to $1 million for the two-year period FY87
and 88; we are proposing that the Bank do the same, and if it does, this
will cover the foreseen needs. For operational funding a conference of
existing and potential donor countries is being held in January 1986 to
solicit interest. We also believe that ways should be examined for the
Bank to increase its commitment to this operational funding need. Some
further proposals on this subject are being developed and will be
submitted for your consideration in due course.

Attachments

cc: Messrs. Dherse (o/r) (EIS);
Rovani (o/r) (EGY)

IHume /MAhmed:aaf



)RAFT

DATE: July 3, 1985

TO: Mr. Ernest Stern, Senior Vice President, Operations

THROUGH: Mr. Amnon Golan, Acting Vice President, EIS

FROM: Ian Hume, Assistant Director, EGY

SUBJECT: UNDP/World Bank Energy Sector Programs - Discussion at
OVP Meeting of July 31, 1985

1. Attached please find a copy of the third annual report on the

above programs, which has now been distributed under the signature of

Messrs. Clausen and Morse to the donor community. As before, the report

is intended primarily to assist UNDP in its fund raising efforts among

the donors and will be followed by a series of joint visits to the

principal donors to report personally on the progress made in the last

year and to obtain their reactions to our proposals for the future scope,

direction and funding of these programs.

2. In preparation for these discussions we would very much

appreciate the opportunity to clarify a number of issues regarding the

future of these programs - and of energy sector work more generally - at

the proposed OVP discussion on July 24. Such a discussion would also be

timely because both the Energy Assessments and the Energy Sector Manage-

ment Assistance Program (ESMAP) are at a turning point in their develop-

ment. The Energy Assessments Program is now drawing towards its close

and the original objective of completing energy assessments in 70

countries will be substantially completed by the end of FY86. There is

some scope for further Assessments work, in countries not yet covered, or

in a few cases where new Assessments would be justified. However,
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neither the UNDP nor ourselves think it productive to extend the formal

Assessments Program at the same level of the past several years. The

main priorities at this junction are: (a) shift the emphasis onto the

operational implications of the Assessment work already done, by taking

up the preinvestment and institutional development work under the ESMAP

program; and (b) to ensure that sector-wide energy sector and strategy

work will clearly continue in support of Bank's operational work and

policy dialogue. The principal issue here, then, is what shape and form

this work ought to take and how it ought to be programmed, managed and

funded. The options are set out below.

3. Regarding ESMAP, in just over two years the Program has

established itself as a highly effective instrument for Bank assistance

and the demand for ESMAP support by the regional operating divisions now

exceeds our capacity to deliver, based upon the existing funding. It

seems clear that there is considerable scope for ESMAP to grow as a

function of the country (and regional) demand for project preparation

assistance to underpin the large investment programs in energy which many

borrowing countries are undertaking.

4. Given the importance of these issues, we commissioned, as you

know, an internal review of the two programs with particular emphasis on

how they could be made more useful to the Bank's operational work thereby

enhancing further the value that the Bank receives from its contribution

to the programs. This review was done by Bob Sadove in consultation with

the Regional staff most closely involved with the work and with inputs

from EIS, PMD and CTR staff. A copy of his report is also attached and

we would be happy to clarify any of the points raised in the report. In
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summary, the report concludes that the output of the two programs has

been very useful to both the developing countries directly and to the

Bank itself for its policy dialogue and operational work. The report

also identifies a number of areas where improvements in procedures and

priority setting would make these programs even more relevant to the

Bank's ongoing energy work. We are already acting upon most of these

recommendations in particular by setting up mechanisms to ensure even

closer collaboration with regional staff on establishing program

priorities across countries and different types of activities. However,

some issues cannot be resolved at the working level and on these we would

appreciate your guidance. As mentioned above the two principal questions

are (i) the future of energy sector work after the completion of the

Assessments Program; and (ii) the future scope and funding of the

ESMAP. These are dealt with below.

Energy Sector Work.

5. The Problem. Over the last five years the concept of energy

sector work as distinct from subsector work in power, petroleum, etc. has

become more widely accepted within the Bank. It is also generally

recognized that issues of inter-fuel substitution, demand management and

pricing and institutional strengthening have important dimensions that

transcend subsectoral, fuel-specific analysis and that they need to be

addressed in a sector-wide analytical framework. Such a framework would

also seem essential for some project selection and design. To date the

bulk of this sector-wide analysis has been done through the energy

assessments. Indeed one of the major contributions of the Assessments

has been to demonstrate that in many instances this type of analysis
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results in different recommendations or priorities for action than would

have emerged from allocating an equal amount of resources to doing

discrete and independent pieces of subsector work. However, there is a

danger that once the Assessment Program is completed the Bank will, for

various reasons, revert to doing only subsector work. It is always

possible that diverse pieces of subsector work could be coordinated and

integrated within some overall strategy, but in practice such products

have been hard to perfect in the past and are likely to remain so.

Indeed there are already examples of how the ESW programming system and

the organizational fragmentation of responsibilities have resulted in the

suboptimal compartmentelization of specific pieces of energy work which

should have been done as a whole.

6. In our view, such an outcome would be highly undesirable from

the perspective of the Bank as a whole and of the developing countries

themselves. We are equally convinced that this will be the likely

outcome unless we act to safeguard broader institutional interests by

setting up a mechanism which will transcend parochialism and allocate

resources and priorities on a substantive and fully collaborative

basis. A proposal on how this could be accomplished and of the role that

the Energy Department can play in this regard is set out below.

7. Proposal. Once the Assessments are completed, energy sector

work will need to continue in a variety of forms including:

- studies of specific energy issues - pricing, institutions,

household energy strategy;

- energy strategy papers;

- energy sector investment reviews; and
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- energy sector reviews or assessments in countries not yet

covered or repeated in countries where conditions have

changed.

8. The responsibility for defining the specific scope and priority

of this work is clearly a regional one with the Energy . Department

providing technical support and cross regional fertilization. Although

the capacity to execute the work varies across the regional energy

divisions, all of them have made substantial efforts to develop appropri-

ate expertise and the Energy Department is committed to supporting this

process. However, as mentioned above, there is a need to carry out a

limited number (about four or five per year) of sector-wide studies

particularly in the larger and more complex countries. These studies

require the allocation of especially trained and senior staff and a

management framework which ensures that these staff are not pulled-off to

do other operational work which may be more urgent but less important.

Given the limited volume of such work and the continuous learning by-

doing aspect of its implementation, the optimal method for organizing the

delivery of this work would be to set up a small core team whose services

would be available to all the regions. Such a team, which would comprise

of between eight and ten staff with demonstrated sector expertise, could

be located in the Energy Assessments Division of the Energy Department.

It would be dedicated to carrying out complex and innovative pieces of

energy sector work and to providing technical support and advice to

regional staff in the execution of the sector work that would be managed

by the regions. To ensure that the work of this group responded to the

priority needs of the operational staff, we would propose to set up a
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review group with representatives of each region and of CPD which would

meet at the beginning of each fiscal year to agree upon the relative

priorities of the demands from each region for support by the core team

to approve of the group's work program for the year. In the first

instance, we seek your approval of the principle, and to set up such a

system on a trial basis for FY87. We would then invite proposals from

the Regional staff during the FY87 Indicative Statement exercise towards

the end of. this year.

The Future of ESMAP.

9. The Problem. As the Sadove report describes, the ESMAP has

already made a valuable contribution through offering technical

assistance in the form of project preparation and institution building.

To date, however, ESMAP has tended to confine itself to a somewhat narrow

spectrum of energy issues (power loss reduction, energy conservation,

fuelwood and other renewable) without significantly taking on the tasks

which relate to the decisions which governments have to make regarding

often very large investments aimed at expanding domestic energy

supplies. We therefore envisage a preinvestment role for ESMAP in the

power, coal and, most importantly, in gas development, in addition to

those areas already being covered. Considering that the Bank, through

its own energy lending (and hence project preparation) program is funding

no more than 3-4 percent of our borrowers' total energy investments, the

scope for ESMAP to contribute to sound project preparation in the balance

of the program is very great. (It has to be remembered that ESMAP is a

joint World Bank/UNDP program. The UNDP is anxious that projects pursued

by ESMAP be consistent with the country energy strategy being followed by
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the Bank, but that by and large ESMAP be used to prepare projects which

are funded by other sources than the Bank. Hence ESMAP can be seen as a

source of leveraged impact on the 97% of energy investments not being

financed by the Bank.)

10. The problem is ESMAP will need some expanded funding not so much

for its overheads and staff, which do not need to grow, but for its

operational programs (executed largely by consultants under ESMAP

supervision) which do.

11. Proposal. For the overhead funding of ESMAP the UNDP is

considering a commitment of up to $1 million for the two-year period FY87

and 88; if the Bank does the same, this will cover the foreseen needs.

For operational funding a conference of existing and potential donor

countries is being held in January 1986 to solicit interest. The

proposal is that ways be found for the Bank to increase its commitment to

this operational funding need, by providing for small (say up to 0.5% of

loan amount) unallocated portions of Bank loans to be set aside for

funding of approved ESMAP activities, as these arise. This is not the

forum to elaborate in great detail on this proposal, but this can be done

if the principle is thought to be worth pursuing further.

cc: Messrs. Dherse (o/r) (EIS);

Rovani (o/r) (EGY)

IHume:aaf
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POSITION TITLE: Division Chief

INCUMBENT: Vacant

ORGANIZATION UNIT: Energy Department, Energy Strategy & Preinvest
ment Division I (West Africa, EMENA and East
Asia and Pacific); and Division II (Eastern
and Southern Africa, LAC and South Asia)

TIME IN THE POSITION: n.a.

DATE OF DESCRIPTION: July 2, 1985

TITLE OF IMMEDIATE SUPERVISOR: Assistant Director, Energy Policy and
Strategy

General Accountability

Plans, directs, organizes and administers the Division's energy
strategy and preinvestment work programs in the three regions for which
the Division is responsible. These include two major joint UNDP/World
Bank initiatives - the Energy Sector Assessment Program (ESAP) and the
Energy Sector Management Assistance Program (ESMAP). Responsibility for:
staff resource management, supervision of budget/work program, coordina-
tion with regional programs and projects departments, liaison/promotion/
fund-raising with UNDP and donors, and providing advice and guidance on
technical issues to ensure 'an effective, timely and innovative Bank
program for diagnosing country energy problems, developing country energy
strategies, and designing and executing technical assistance programs in
the form of institution building and preinvestment work.

Dimensions

Work Program: 6 country Energy Assessments in FY
1986. 50 ESMAP activities in FY 1985.
(Pre-investment and
institutional/management assistance).
About 10 other sector work tasks. Total
applications 24.2 SY in FY 1986.

Personnel (Bank and UNDP) 16 Higher Level
8 Researchers
9 Support

33 TOTAL

Annual Budget (millions)
(FY 1986) Staff Salaries $1.35

Consultant Fees $0.67
Travel and Subsistence $0.62

$2.64

External requirements
(non-Bank) $1.5-2 million per year
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Nature and Scope

The Energy Strategy and Preinvestment Divisions I and II are the
organizational units in EGY which are responsible for managing all of the
Department's energy sector strategy and preinvestment work in (i) the
West Africa, EMENA, East Asia and Pacific region; and (ii) the Eastern
and Southern Africa, LAC and South Asia regions respectively. Its
functions are outlined below:

1. To Manage:

(a) All Energy Sector Work done by EGY, including:

- Energy Assessments
- Energy Assessment Status Reports
- Studies of Specific Energy Issues (e.g. household

energy options, energy sector investment review,
etc.)

- Energy Strategy Papers

(b) - Energy Sector Management Assistance Program
Preinvestment Work

- Other Preinvestment Work for the Regions or other
parts of the Bank (as determined by demand)

- Energy Sector Management Assistance Program
Technical Assistance Work (Institutional Policy
Support Activities)

(c) - Preparation and Supervision of Bank Project
Components (e.g., renewables, conservation,
technical assistance) on behalf of Regional/Energy
Department petroleum projects divisions (as
determined by demand).

2. To contribute to and assist the Economic Advisory Unit in
the review of:

(a) - Energy sections of CPPs, Economic Reports, SALs,
Sector Loans and Project Documents

(b) - Energy Strategy Papers

3. To participate in the review of EGY Policy Output and
contribute to its preparation where requested.
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This work includes two major programs which are funded partly by
the UNDP and other donors and for which the Bank is the executing
agency. Having the responsibility for these programs gives the
Division's work and the incumbent 's own task special and unique
dimensions in relation to external liaison and fund raising. The Energy
Assessment Program was initiated in November 1980 with the objectives of
carrying out integrated energy sector analysis for 70 countries. The
objective of these assessments is to provide an action-oriented analysis
of the main issues and options in the energy sector of developing member
countries which can then be used as a framework for investment and policy
decisions by national policymakers and for technical and financial
assistance by the Bank and other donor agencies to whom they are widely
circulated. Each assessment requires between 25-150 staffweeks,
depending on the size and complexity of the country; the equivalent
dollar cost being between $50,000 and $300,000. The management and
production process for the Assessments has been designed to conform to
these objectives and represents a unique and innovative approach within
the Bank. To complement the work on the energy assessments, the division
has developed a comprehensive program of follow-up activities in energy
management, conservation, etc. known as ESMAP, which is geared to
providing the technical assistance necessary to implement recommendations
emerging from the assessment work. In the relatively short period (since
1983) the ESMAP has been established it has become a valuable additional
instrument to the Bank's assistance package and it has also been a major
tool for mobilizing preinvestment and technical assistance funds from
bilateral and other agencies to expedite the preparation of priority
policy and investment options in the energy sector. The ESMAP proddct
line comprises three groups of activities:

- Energy Assessment Status Reports, which update the Energy
Assessments, review progress in implementing their
recommendations, and recommend program of priority
technical assistance, some of which may be implemented by
ESMAP or by other donors.

- Project Formulation and Justification Activities, which
bring to a pre-feasibility and sometimes to a feasibility
stage priority investment projects in the energy sector.

- Institutional and Policy Support Activities, which assist
countries in strengthening their energy sector
institutions, improving the efficiency of key functions,
such as petroleum product procurement, and providing
preparatory work for meetings of donors.

As with the Assessments, the reports produced under ESMAP are circulated
widely amongst the international donor community.

In addition to those two programs, the division has also been
charged with the responsibility - in collaboration with the regions - for
designing and delivering implementable energy sector strategies in the
countries where it is active. These are intended for both policymakers
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in the countries themselves as well as f or the management of the Bank so
as to help define the Bank's assistance strategy for the energy sector in
these countries. This work clearly has to be done in close conjunction
with regional priorities in programs and projects staff and entails, on
the part of the Division Chief, the development and maintenance of close
working relationship with these staff as well as a clear grasp of their
ongoing operations programs, and a continuing appreciation of their
evolving needs. Moreover, it requires an ability to prepare imaginative
and effective solutions to complex (often technical) problems of both
Bank and country energy sector strategy. The geographical distribution
of the division's responsibilities further implies that the problems and
country circumstances vary widely across the countries covered by the
division's staff.

Divisional Staffing

Currently the division has 16 higher level positions (including
two vacancies), 8 assistant level/researcher positions, and 9
secretarial/staff assistant positions. About three-quarters of this
staff is on fixed term contracts which imposes additional management
costs in planning for the associated turnover.

Hierarchy

Division Chiefs for the Energy Strategy and Preinvestment
Divisions I and II and Energy Policy Division report to the Energy
Department Assistant Director Energy Policy and Strategy. Reporting to
the incumbent are the Deputy Division Chief, and through him the
professional, assistant and support staff in the division. One staff
assistant also reports directly to the incumbent. The deputy division
chief assists the Division Chief in the day-to-day operations of the
division including the planning, direction and organization of the
Division's work. The incumbent is directly responsible for handling
personnel related issues and for providing overall guidance to the
Division's work. He also plays the primary role in donor liaison and
fund raising in association with UNDP. Division Chief manages the
Division by delegating to Deputy Division Chiefs and other first-line
staff concommitant responsibilities for budget program, and
administrative activities. Directs and guides these functions,
monitoring, as necessary, progress and reviewing and approving related
actions, information and reports. Reallocates specific assessment and
technical assistance responsibilities within the Division as staff
resources require. Performs personnel- responsibilities for permanent
Bank and UNDP funded staff. Provides technical advise and
policy/procedural guidance.

The specific allocation of the incumbent's time is as follows:

1. Personnel/Staff Management - 30%

- Bank/UNDP staff needs.
- Consultant resources/selection.
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- Recruitment/training/performance evaluation.
- Related "crisis" management

2. Manage/direct Division ESAP/ESMAP work program - 40%
Focus upon delegation but:

- Guides evolution of the division's work.
- Provides technical advice to staff.
- Makes conflict resolution/resource allocation

decisions.
- Ensures quality control/assurance of work program.

3. Promotion/Public Relations/Fund-raising - 20%

- Oversees internal promotion/understanding of
division's work within Bank.

- Negotiates/raises UNDP/donor funds for program (ESAP
and ESMAP).

- Represents Bank in relevant international
symposia/conferences.

4. - Directs budget planning/monitoring - 10%

Supervision Received/Authority Exercised

The incumbent will receive general guidance on the broad line
approaches to the division's work and on evolving Bank policies in the
energy field, from the Assistant Director Energy Policy and Review. The
design of individual country tasks, the decisions on stafftime
allocations on recruiting and on liaison with the regions will all be
exercised on the primary authority of the incumbent.

Principal Accountabilities
- Mobilize necessary funds from UNDP and donor governments or

agencies for ESAP/ESMAP programs.

- Ensure selection of high priority tasks in the Assessment
and ESMAP programs.

- Ensure selection in each fiscal year of a target group of
countries for development of energy strategies and to
ensure completion of high quality energy strategy papers.

- Ensure growth of the ESMAP program, its integration with
the energy strategies being pursued by EGY and the regions,
and to extend ESMAP into all priority aspects of energy
development in borrowing countries.
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- Ensure (in collaboration with the regions) high quality in
the country dialogue on energy matters in all phases of the
division's work (ESAP, Energy Strategy, ESMAP).
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ENERGY ASSESSMENTS nTVISTON
Unit I

(West Africa/FMENA/East Asia and Pacific)

Agenda for Staff Meeting of June 21, 1'985

1. Status of:

(a) Reorganization and Recruitment of Division Chief

(b) Sadove Report and Follow Up

(c) Resource Mobilization - External
- Internal

(d) AER's, Merit Review

2. Identifying items which need to be resolved and agreeing a nrogram
for acting upon them. These include:

(a) developing individual work programs for PVv6 and comnleting'
IPPs;

(b) allocating Country Coordinator responsibilities;

(c) preparing for FY87 Indicative Statement exercise;

(d) establishing internal review procedures;

(e) finalizing secretarial arrangements and staff assistant tasks;

(f) budgeting procedures and cost control;

( i) Unit norms.

June 21, 1985
MAhmed:aaf



ENERGY ASSESSMENTS DIVISION
UNIT I

(West Africa/EMENA/East Asia and Pacific)

Country Coordinator Interim Listing

Region/Country 1/ Primary Alternate

West Africa
Benin Weimper Craig
Burkina Craig Muller
Cape Verde Sanchez-Sierra Del Buono
Gambia* Armar Akanda

Guinea-Bissau* Sanchez-Sierra Sharkey

Ivory Coast Ferroukhi Perine
Liberia Sharkey Bachrach

Mali Craig Muller
Mauritania Richter Weimper

Niger Schmedtje King
Nigeria Broadfield Alahdad
Senegal* Floor Shanherge
Togo Weimper Muller

EMENA
Morocco Sherbiny Ferroukhi
Portugal Schmedtje Sherbiny

Turkey Sherbiny Alahdad
Yemen Arab Rep. Floor Sherbinv

East Asia and Pacific
Fiji Kiwana Mian

Indonesia* Mitchell 'loor

Papua New Guinea* Yiwana Alahdad
Solomon Islands Kiwana Mian
Thailand Tillman Byer

Tonga Kiwana Mian
Vanuatu Kiwana Mian

Western Samoa Kiwana Mian

* Only countries where assessment mission has been completed are

listed. Countries with ongoing ESMAP activities are marked with *.

Assessment mission chief is country coordinator until Rlue Cover

Assessment Report is finalized.

MAhmed/aaf
1/25/85
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THE WORLD BANK/ INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: June 7, 1985

TO: EGYEA Staff

FROM: Masood Ahmed, Deputy Chief, EGYEA

SUBJECT: Delegation of Responsibilities

I will be away all of next week (June 10-14) on the third

and last segment of the Divisional Managers Development Course.

During my absense Willem Floor will be responsible for all ESMAP
matters.

MAhmed:hm

P-1 867



FORM NO. 27 - OCR WORLD BANK OUTGOING MESSAGE FORM Cable, Telex
(3182)

IMPORTANT-PLEASE READ INSTRUCTIONS BELOW BEFORE TYPING FORM

Typewritten
Character
Must Fall

nimpletely In PAETEST NUMBER
m y PAGE OFFICIAL DEPT/DIV MESSAGE NUMBER (FOR CASHIER'S USE ONLY)

ABOREVIATION

1 OF A EGEE 1
START

2 HERE

"R. RRIA4 MA4ONY, DIPECTOR, G D-PLAIMEq UFST PTY LTD, AUSTRALIA.
3

THANK YOU FOR YOUR TELEX ON JUNE 6. MR. RHARIER HAS LEFT THE
4

I4ORLO 0ANI RUT I WILL RE PLFASFD TO MEET WITH YOU ON THE
5

AFTERNOON OF JUNE 18. PLEASE CALL MY OFFICE: 473-3996 UPON YOUR
6

AqRIVAL TY4 1AS91INGTON TO FIX A TIF. PEGARDS, "ASOOD A4MEO,
7

DEPUTY CHIEF, F FP.Y ANSSF'ITS DIVISION, IOILD qANK,

9

10

11

12

14

15

16

17

18

19

20

21 END
OF

22 TEXT

PINK AREA TO BE LEFT BLANK AT ALL TIMES

INFORMATION BELOW NOT TO BE TRANSMITTED

CLASS OF SERVICE: TELEX NO.: DATE:

SUBJECT: DRAFTED BY: EXTENSION:

Meeting at the Bank MAhmed:hm 73996
CLEARANCES AND COPY DISTRIBUTION: AUTHORIZED BY (Name and Signature): E6SUNA

Masood, Ahmed. Dev. Division Chief
DEPARTMENT:

EGY
SECTION BELOW FOR USE OF CABLE SECTION

CHECKED FOR DISPATCH

nISTRIRBJTION: WHITE-Fila Copy CANARY-Sill Copy WHITE-Transmittal Copy BLUE-Or ginator to Keep



The World Bank Oro"p

ArchivesRecord Removal Notice & Records Management

File Title Barcode No.
Masood Ahmed - Chronological File - May to August 1985

30450186

Document Date Document Type

05 June, 1985 Memorandum

Correspondents I Participants
From: Ian Hume
To: Daniel Ritchie

Subject / Title
Grading of Deputy Division Chief Positions in the Energy Assessments Division

Exception(s)
Personal Information

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Ann May November 04, 2022

Archives 01 (March 2017)



June 3, 1985

Mr. Ian Hume

Ian:

Re: Forthcoming Discussions with Japanese Officials

As we discussed, the principal source of information would be theAnnual Report. The most relevant pages are 38-42 which summarize all ofthe projects prepared under ESMAP and the current status of theirimplementation.

In your discussions, it may be worth stressing the pre-investmentwork being done under ESMAP In the areas of Power Sector Rehabilitationand Industrial Energy Conservation. Both are areas of Japanese expertiseand interest. As an example of the former you could take copies of theBangladesh Power Sector Efficiency Report which defines a $50 millionproject. Part of this (the distribution loss reduction program) is beingtaken up by IDA but the remainder Is still to be financed ($27million). We are doing similar work in Indonesia where the white cover
report should be out in a couple of weeks. The outline of the project Is
attached for your information.

In terms of energy conservation, a good example is the work we havedone in Sri Lanka which has identified about $2.5 million of detailedfeasibility work. A copy of the Green Cover Report is attached. If wereceive the Government's clearance during the next two weeks as expected,we could send copies of the final report to the Japanese if they areinterested.

Best of luck!

MasO

Attachments:

1. Annual Report
2. Bangladesh - Power Sector Efficiency Report - Blue Cover (6 copies)3. Sri Lanka - Industrial Energy Conservation - Green Cover (1 copy)4. Indonesia - Power Rehabilitation Project Fact Sheet (1 copy)

MAhmed:aaf



INDONESIA: Power System Efficiency Report

Preliminary Estimate of Action Program

Fees Travel Subs. Equipment Total

1. System Operation Improvement 150,000 6,000 77,000 1,600,000 1,833,000

2. Upgrading Maintenance and
Procurement Practices 200,000 4,000 110,000 400,000 714,000

3. Steam Plant Efficiency

Management 420,000 38,000 105,000 1,380,000 1,943,000

4. Steam Plant Equipment

Upgrading 400,000 40,000 100,000 10,260,000 10,800,000

5. Hydro Plant

Rehabilitation 400,000 40,000 100,000 17,360,000 17,900,000

SUBTOTAL 1,570,000 128,000 492,000 31,000,000 33,190,000

6. Diesel
1. Plant Rehabilitation 97,000 8,000 38,000 143,000

2. Spectographic Analysis

Facility 175,000 10,000 15,000 500,000 750,000

3. Study of Mobile
Diesel Capacity 28,000 4,000 10,000 42,000

4. Computerized Main-
tenance Package 650,000 50,000 100,000 100,000 900,000

TOTAL 2,520,000 200,000 655,000 31,650,000 35,025,000

NOTE: 1. Report scheduled for discussion with Government of Indonesia in
August/September 1985.

2. The mobile diesel capacity required--if proven feasible, could be between

US$40 and US$60 million.
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The World Bank 1818 H Street. N W (202) 477-1234
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Washington, D C 20433 Cable Address INTBAFRAD
INTERNATIONAL DEVELOPMENT ASSOCIATION U S A Cable Address INDEVAS

May 29, 1985

Mr. Bruce Harland
Deputy Administrator and Director, Energy Office
United Nations Development Programme
One United Nations Plaza
New York, N.Y. 10017

Dear Bruce:

Re: Cost Estimates for Individual ESMAP Activities

Before you left for the South Pacific you had asked for a listing of
all completed and ongoing ESMAP operations along with their estimated
cost. The attached tables provide that information. As we agreed, all
ESMAP activities have been grouped into three cost categories:

A = Less than $ 50,000
B = $50,000 - 5100,000
C = Greater than $100,000

In calculating the cost of individual activities we have included
both the direct cost of consultants and travel as well as an estimate for
the cost of staff time devoted to the activity. Actual figures have been
used for completed activities; estimates for ongoing ones.

As I mentioned to you, most of these activities fall in the under
$100,000 range which is the notional upper limit that we have set for
core ESMAP operations. The larger activities range in cost to as much as
$800,000 (for the Power Master Plan Study in Kenya) but the maJority fall
in the $150-300,000 category. All of these larger activities have
associated cofinancing arrangements whereby donors have provided
earmarked additional funds for their execution.

I trust that the attached information will be useful for you.
Please call me if I can provide any further clarification.

Yors sincerely,

Manood Ahmed
Deputy Division Chief
Energy Assessment Division
Energy Department

Attachment

ITT 440098 RCA 248423 WUI 64145 Y-7040



ENERGY SECTOR MANAGEMENT ASSISTANCE PROGRAM4E

Activity Status

as of

June 1, 1985

Technical

Work to Assistance

start in or Investment Cost
Report a/ Work in next 3 Follow-up Cate-

Country Project Completed Progress Months Identified gory

Project Formulation and Justification

Bangladesh Power System Efficiency Study X X B

Bangladesh Small Uses of Gas Prefeasibility

Study X B

Botswana Energy Audit of Public Institutions X A
Botswana b/ Electrification of Pumps at

Waterwel Is X C

Burundi Industrial Use of Peat X X A

Burundi Improved Charcoal Stoves X X A

Ethiopia Power System Efficiency Audit X X B

Ethiopia Power Supply Options for

Eresa ICS X X A
Ethiopia b/ Improved Woodstoves Project X C
Ethiopia b/ Briquetting of Crop Residues X X C
Ethiopia Surplus Bagasse Potential X X B

Gambia Solar Water Heating X X B
Gambia Solar Photovoltaic Project X X A

Haiti Solar Water Heating X A

Haiti Industrial Energy Conservation X A

Indonesia Efficiency Improvement and

Rehabilitation of Hydro

Plants X X B
Indonesia Efficiency Improvement and

Rehabilitation of Thermal

Plants X X B
Indonesia Preventive Maintenance for

Diesel Generation X X A

a/ Report and follow-up agreed with Government.

b/ Cofinanced operation.

A = Up to $50,000
B = 550,000-100,000
C = $100,000 and over



Technical

Work to Assistance

start in or Investment Cost

Report a/ Work in next 3 Follow-up Cate-

Country Project Completed Progress Months Identified gory

Project Formulation and Justification (cont.)

Indonesia Strategy for promoting

Improved Cookstoves X A

Indonesia Energy Conservation in Brick

and Tile Industry X A

Kenya Power Sector Efficiency Audit X X B

Kenya Solar Water Heating Project

Feasibility X B

Kenya b/ Coal Conversion Action Plan X C

Kenya b/ Peri-urban Fuelwood Planta-

tions Feasibility X C

Kenya b/ Energy Efficiency Improvement

in Tea Industry X C

Liberia Power System Efficiency Audit X A

Malawi Preparation of Tobacco Industry

Energy Efficiency Programme X X A

Niger b/ Improved Stoves X C

Panama Power Sector Efficiency Audit X X A

Peru Cooking Efficiency Improvement

Programme X X A

Rwanda Improved Charcoal Kilns X B

Rwanda Improved Charcoal Stoves X X B

Senegal Industrial Energy Conserva-

tion Programme X X B

Senegal Solar Water Heating Market-

ing Study X B

Seychelles Power Sector Efficiency Audit X X A

Sri Lanka Industrial Energy Conservation X X B

Sri Lanka Power Sector Efficiency Audit X X B

Sri Lanka Transport Energy Conservation X X B

a/ Report and follow-up agreed with Government.

b/ Cofinanced operation.

A = Up to S50,000

B = S50,000-100,000

C = 1100,000 and over



Technical

Work to Assistance

start in or Investment Cost

Report a/ Work in next 3 Follow-up Cate-

Country Project Completed Progress Months Identified gory

Project Formulation and Justification (cont.)

Sudan Power Sector Efficiency Audit X X B

Sudan Solar Water Heating Project X X B

Uganda Energy Efficiency in Tobacco

Curing Industries X X B

Uganda b/ Tobacco Curing Pilot Project X C

Uganda b/ Energy Efficiency in Brick and

Tile Industries X A

Uganda Preliminary Energy Audit X A

Uganda Power Sector Efficiency X B

Uganda b/ Fuelwood/Forestry Project

Preparation X C

Zimbabwe Power Sector Efficiency Study X X A

Zimbabwe Industrial Energy Conserva-

tion Programme X X A

Institutional and Policy Support

Bangladesh Priority Investment Programme

for Energy X X A

Botswana Review of Electricity Service

Connection Policy X A

Burundi Assistance for Preparing Energy

Project Profiles for Donors

Conference X X A
Burundi Assistance for Petroleum Supply

Management X X A
Burundi Assistance for Developing

Petroleum Exploration Strategy X X B

Costa Rica Identification of Technical

Assistance Projects X X A

Gambia Petroleum Supply Management X X B

a/ Report and follow-up agreed with Government.

b/ Cofinanced operation.

A = Up to $50,000
B = S50,000-100,000

C = S100,000 and over



Technical

Work to Assistance

start in or Investment Cost

Report a/ Work in next 3 Follow-up Cate-

Country Project Completed Progress Months Identified gory

Institutional and Policy Support (cont.)

Guinea- Identification of Technical

Bissau b/ Assistance Projects X X A

Kenya b/ Power Sector Master Plan X C

Liberia Identification of Technical
Assistance Projects X X A

Papua New Institutional Review and Identi-

Guinea fication of Technical

Assistance Requirements X X A

Papua New Advice on Electricity Tariffs

Guinea and Regulations for Auto- X A

Generation

Paraguay Identification of Technical

Assistance Projects X X A

Senegal Preparatory Assistance for

Donor Meeting X B

South

Pacific Regional Petroleum Study X B

Sudan Management Assistance to the

Ministry of Energy and Mining X X A

Uganda Institutional Review of the

Energy Sector X X B

Zambia/ CAPCO: Support to Bilateral

Zimbabwe Commission Reviewing Future

Role and Functions X A

Zimbabwe b/ Power Sector Management X B

Zimbabwe b/ Petroleum Sector Management X B

a/ Report and follow-up agreed with Government.

b/ Cofinanced operation.

A = Up to S50,000

B = 550,000-100,000
C = 5100,000 and over



Technical

Work to Assistance

start in or Investment Cost

Report a/ Work in next 3 Follow-up Cate-

Country Project Completed Progress Months Identified gory

Energy Assessment Status Reports

Bangladesh X X A

Burund i X X A

Gambia X A

Haiti X X A

Indonesia X X A

Kenya X X A

Lesotho X A

Malawi X X A

Mauritius X X A

Morocco X A

Nepal X X A

Niger X A

Papua New X X A

Guinea

Peru X A

Rwanda X X A

Senegal X X A

Sri Lanka X X A

Sudan X X A

Uganda X X A

Zambia X A

Zimbabwe X X B

a/ Report and follow-up agreed with Government.

b/ Cofinanced operation.

A = Up to $50,000

B = $50,000-100,000
C = $100,000 and over
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FINANCIAL TIMES SPEECH

Constraints and Priorities for Action

1. Previous exposition has served to confirm what many of us in the

energy business recognize to be the case. But it is worth articulating

because we must also recognize that in the more general economic and

financial environment within which the energy business has to operate,

this case is no longer accepted as universally as even three or four

years ago. Our basic task therefore has become a more difficult one. We

must simultaneously:

(i) ensure that the energy sector continues to receive the

policy attention and investment priority that it

objectively deserves; to achieve this we need to provide

cogent arguments on a case by case basis which demonstrate

the merits of allocating scarce human and financial

resources to the energy sector versus competing claims in

other areas;

(ii) and secondly, we must be more aware of overall financial

and other constraints in proposing projects and policies

for the sector and demonstrate the kind of innovative

capacity and flexibility which is required to overcome

these contraints.

2. First half of speech already dealt with some of the reasons why

energy continues to deserve priority attention. Remainder of the speech
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will touch upon some of the principal constraints, how they might be

overcome and what role the Bank can play in this effort.

3. First constraint is simply the availability of financial

resources for energy investments: Even under the most conservative

scenarios (low oil prices, low economic growth rate) it is clear that

there is an enormous portfolio of productive and profitable energy

investments in LDCs. It is also clear that in most LDCs the capacity to

finance and implement these investments primarily from public sector

resources would impose an almost untenable burden. Recognizing this,

many countries have opened the door wider for private equity investment

in energy, particularly in the hydrocarbon sector. We now need to

explore whether there are mutually profitable opportunities for private

sector participation in some of the other energy areas. For example,

there may well be creative financing options for certain types of

electricity generation (enclave power stations or production of

electricity from surplus bagasse in sugar mills, etc.). Similarly, in

the renewables energy area certain applications lend themselves easily to

equity funding (solar water heating). The issue is not private versus

public funding. Rather, there is a demand for energy investments that is

large enough to warrant the setting up of a legislative, regulatory and

incentive framework which maximizes the flow from all sources - public

and private, equity and debt.

4. Regardless of source of capital for new investment, a pre-

requisite for mobilizing it is financially healthy energy enterprises in

LDCs. Although difficult to generalize, its probably fair to say that

the main area of concern is in the electric power sector where utilities
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are having increasing problems in generating adequate cash for meeting

current needs as well as providing some contribution to future

investments [provide numbers or other back-up evidence - Fish/Heron].

Governments have major influence on this through energy pricing and

taxation decisions. But, perhaps equally important and less widely

recognized are the prospects for reducing the cost of electric power

supply through reducing losses in generation, transmission and

distribution and by improving the metering, billing and collection of

dues. (To illustrate use example of ESMAP work in this area - in half a

dozen countries where we have examined power system efficiency we have

found that substantial savings can be made at relatively low cost and

through investments which will frequently pay for themselves in one or

two years). Basic message here is that in preparing projects we have to

focus much more, than we have done in the past, on projects and

investments which will get more out of existing plant and equipment.

These projects may be "messier" to put together but for many countries

they are the appropriate priorities today.

5. Closely related with funding is the impact of the growth and

diversification of the energy sector on the human (and managerial)

resources of LDCs [elaborate using parallel sorts of arguments as for

financial resources; need to tap into all sources of expertise; to

encourage participation by local entrepreneurs in the development of the

sector; devise innovative ways in which the burden on public utilities

can be reduced e.g., by contracting out certain functions such as data

processing etc.]



6. A further set of issues can be grouped into the category of

"interface with other sections". Everyone recognizes that energy as a

factor of production permeates through all sectors of activity. But

there is a need to focus more on ensuring that the design and conceptua-

lization of energy projects reflects this reality. Two examples:

(i) Energy Conservation Projects - the potential for improving

energy efficiency in industry and transport has been

established in virtually all countries but progress in

realizing this potential has been painfully slow in LDCs.

One reason for this has been that projects and proposals

for energy conservation have not been sufficiently

integrated into the overall policies and constraints facing

transport or industry managers. Even a highly profitable

energy conservation investment will not be implemented in

an industry whose overall financial position is so poor

that its managers are simply trying to ensure survival.

Moreover, without an appropriate incentive framework that

rewards gains in energy efficiency, few managers in public

or private enterprises will devote their scarce time and

resources to achieving these improvements.

(ii) Increasing fuelwood supply is probably the number one

priority for LDCs from an energy perspective but to achieve

this requires a much closer degree of collaboration between

energy and agricultural policy makers and implementing

agencies than is the case in many LDCs. It is also

reflected in the scarcity of integrated expertise in the



consulting industry which is called upon to prepare these

types of projects which span sectors.

7. Final issue is coping with uncertainty. Now recognized widely

that uncertainty in planning for energy is with us for sometime - it

affects factors such as the volume and composition of future energy

demand, the price of oil and other energy sources and the pace at which

technological change will open up new options to meet specific energy

needs. However, it is also the case that far too few energy project

proposals take this uncertainty explicitly into account and spell out

strategies which will minimize the impact of these uncertainties in the

implementation of the project and the accrual of the projected

benefits. The frequent result is delays in decision making because the

decision makers are aware of the uncertainties but have not been

presented with a well articulated explanation of how the project would

cope in this uncertain future; and of what the costs of delay are going

to be.

Conclusions

(To be filled in and to include brief statement on role of the

World Bank).



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

DATE: May 24, 1985

TO: Mr. Ian Hume, Assistant Director, EGYDR

FROM: Masood Ahmed, Acting Chief, EGYEA

SUBJECT: East Africa Mr. Grut's participation in Regional
Fuelwood/Fores try Strategy Paper

1. Per your request, I have spoken with both Mikael Grut and Hans

Wyss on the possibility of the former's participation in the above
exercise. I discussed with Mikael his commitments for the next two

months and have worked out arrangements whereby he could be freed

starting Tuesday next week for a period of six weeks to work with East

Africa regional staff in preparing this paper.

2. I have communicated this to Mr. Wyss and have also told him that

in addition to releasing Mikael we would be happy to consider any

additional support that EGY could provide for this exercise which we

consider to be an extremely important one, not least from the point of

view of clarifying our future involvement under ESMAP in fuelwood pre-

investment work in the region. I have offered that at the minimum we

would be eager to participate in the reviews and discussions of any

drafts of the paper and to provide our views on various aspects of the

subject. Mr. Wyss told me that he would welcome EGY's input into the

effort.

3. Regarding the budgeting of Mr. Grut's time, although he has been

with us since January, 1985 he is still officially on the EAPCA budget

with our division providing consultant funds in the interim to EAPCA to

compensate them. This arrangement will change on July 1, 1985 when he

officially transfers to our division. Given this Mr. Wyss and I agreed

that the easiest way to compensate for Mr. Grut's work on the Regional

Strategy Paper was for us to simply not transfer funds to EAPCA for six

weeks time during this period. I will arrange for this with

Ms. Marshall.

cc: Messrs. Wyss, Christoffersen, Wackman (EAP);
Bates, Grut (EGYEA); Spears (AGR);

Mesdames: Marshall (EAP); Owen (EGYEA)

MAhmed:aaf
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May-v1, 1985

1. Mr. Fish

2. Mr. Hume

I think we could given:

1. clear agreement on scope, level of detail,
etc. within the Bank and with major
audience outside;

2. manageable timing;

3. resources - both in the aggregate and in
terms of a top flight staff member to
manage the operation.

Definitely worth pursuing.

Masood
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OFFICE MEMORANDUM
DATE: May 15, 1985

TO: Mr. Yves Rovani, Director, EGY

FROM: Ian Hume, Assistail' Director, EGY

EXTENSION: 76165

SUBJECT: Recent Visits to the Third Arab Energy Conference (Algiers)

and to Paris and London

1. In accordance with my terms of reference I attended the first two

days of the Third Arab Energy Conference in Algiers, and delivered a

statement on behalf of the Bank. I was accompanied by Mr. Ferroukhi who

remained for the full duration of the conference; he will be making a more

detailed report in due course.

2. The conference itself was well organised, very well attended and

generally very substantive in content. It also afforded an excellent

opportunity to make important contacts in the energy field, both in Arab

countries and beyond. Without preempting Mr. Ferroukhi's report, I would

draw attention to the following themes which marked the first two days of

the conference:

(a) A pervasive sense of the need for Arab (and specifically

OAPEC) Unity in the face of what are seen as serious

challenges to the economic development of the region,
particularly, following recent developments in oil

markets. Many statements in the opening presentations of

the country delegations stressed this theme and emphasised

that Arab countries and developing countries all had a

common cause in pursuing economic interests against the

developed countries. The keynote statement on this point

was made by Mr. Chedli Kleibi (Secretary General of the

League of Arab States) who stressed that energy

conservation policies being pursued by the major industrial

countries were damaging to OPEC, and he stressed that thes e

policies were made the more objectionable by having been \P

designed without consultation with OPEC.

(b) As a parallel to the theme of unity, stress was laid on the

need for regional energy collaboration among Arab

countries, and particularly in the development of electric

power. The need for regional grids was mentioned several

times, and so was the need for Arab countries to build a

capability for nuclear power generation as a basis for the

longer term. An informal approach was made to the Bank
delegation to ask if the Bank would consider a role in

P' 4making a survey of the region's power grid potential. (In

my view there may be some merit-and some potential positive

spin-offs - in us giving thought to this proposal).
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(c) There was considerable emphasis on energy conservation as a

means of preserving the longevity of reserves. Even the
Saudi delegation echoed this theme by stressing the need
for improved petroleum pricing and by projecting the
significant savings in domestic oil consumption which Saudi
Arabia hopes to achieve as a result of new pricing measures
now in place.

(d) Many delegations (Kuwait, Jordan, Iraq, Saudi Arabia among
others) stressed the importance of renewables, and solar
and wind energies in particular, as means to supplement (or
substitute for) oil based sources.

3. In the non-plenary working sessions there were many interesting
papers presented, some of importance to the Bank's work. My own

presentation was apparently well received. It elicited only three

questions: (a) If the Bank now finances only some 5% of the developing
countries' energy investment bill, will it increase this share if the
countries have difficulty in raising the other 95%? (b) could the Bank

cooperate with interested countries in sharing its knowledge, research
findings and general expertise in the field of energy conservation
practices. (Delegate from Morocco); and (c) the Bank currently reflects
an ambiguity in its policy regarding its assistance in petroleum
development - what exactly is its policy? (Delegate from The Sudan)

Paris

4. I was joined in Paris and London by Mr. Kalim, who introduced me
to and assisted in the discussions with the various officials we met. In

Paris we had meetings with Dr. Herman Franssen of the International Energy
Agency (IEA of the OECD), with Mr. Pierre Castella of the Programme
Sectorielle in the Ministry of External Affairs, and with Mr. Julien Joo,
Director of Development Projects in the same Ministry.

5. Dr. Franssen showed considerable interest in the Bank's energy
work and is very willing to cooperate in supplying information to the Bank
on all IEA country work - at present consistently mainly of energy demand
studies in OECD member countries. The IEA also has a section (headed by
Mr. A. Milkop) dealing with developing countries but the depth of
knowledge is less than the Bank's in this field. We agreed on a mutual
exchange of visits to further explore the scope for collaboration - Mr.
Robert Saunders of EGY is to visit IEA in late May.

6. In the meeting with Mr. Castella (who oversees the French

participation in ESMAP funding) two important points emerged. First, any

further funding would not be forthcoming unless the new convention -
presently before the UNDP - was agreed to and signed by the UN
officials. We undertook to follow up on this. Mr. Castella indicated
that a second contribution of up to $1 million might be possible, but this
would be made easier by evidence that such outlays would "bring some

return to France". On this note, and as a second important issue to
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emerge, Mr. Castella emphasised that to his knowledge none of the French
consultants submitted by the Ministry to the Bank had yet been used. I
have asked Mr. Bates for information on this topic so as to reply to the
French authorities.

London/Oxford

7. Useful meetings were held in London at the World Energy
Conference (Mr. Eric Ruttley); at the Financial Times (Mrs. Diana
Whittington, to discuss the Bank's role in the July Financial Times Energy
Seminar); with AMOCO Europe (Mr. Chip McPherson, who was very responsive
to possible collaboration with the new Project Generation Unit); with
Petroleum Economics Ltd. (Dr. Paul Frankel and Mr. Dumoulin). With
Rothschilds (Mr. Keith Palmer); and with Mr. Tim Lancaster, ED-Designate
for the UK to the Bank and Fund. There was also a meeting with Mrs. Jane
Greene of the Department of Trade and Industry at which it was explained
that the chances of any further contribution to the ESMAP program were not
very great.

8. We also paid a visit to the Oxford Energy Institute, where we had
discussions with Professor Robert Mabro. Professor Mabro is keen to
foster more tangible collaboration between the Institute and the Bank and
it was agreed that we would examine the possibility of a role for the
Institute in contributing to the prospective next Bank report on energy.

9. I will make a verbal report on my mission at the Managers meeting
on May 22, 1985.

cc: EGY Managers
Mr. Rothermel (UNDP)
Mr. Wapenhans (EMNVP)

IMHume: udw
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UNITED NATIONS NATIONS UNIES

POSTAL ADDRESS-ADRESSE POSTALE UNITED NATIONS. N Y 1001
CABLE ADORESS-ADRESSE TELEGRAPHIQUE UNATIONS NEWYORK

REFERENCE : 30 April 1985

Dear Mr. Dosik,

Re. Implementation of Programme and Projects
based on the Framework provided by

document A/AC. 215/5

As you are aware, the Committee on the Development and

Utilization of New and Renewable Sources of Energy, at its second

session (23 April - 4 May 1984), requested the Secretary-General to

prepare a report on the above subject, for the third session of the
Committee. The New and Renewable Sources of Energy Unit is

responsible for preparing the report of the Secretary-General.

At the recent session of the Inter-agency Group on New and

Renewable Sources of Energy held in New York on 11-12th March 1985,
participants agreed to send us details of the progress made by their
organizations in implementing programmes and projects proposed in

document A/AC.215/5. They also agreed to send us planned "pipeline"
activities. Such information would include development problems and

priority areas addressed by project proposals, it would also include
stringent selection of project activities corresponding to the

concrete needs of the developing countries. A copy of the draft

outline of the proposed report by the Secretary-General was sent to

you, for comments, on 19th April 1985.

We would appreciate receiving the above-mentioned information
by June 15th, 1985.

Yours sincerely,

Tab

NRSE Unit/OUSG/DIESA

Mr. Richard Dosik
Adv is er
World Bank
Energy Department
1818 H Street, N.W.
Washington, DC 20433



The World Bank 1818 H Street, N W (202) 477-1234
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Washington. D C 20433 Cable Address INTBAFRAD
INTERNATIONAL DEVELOPMENT ASSOCIATION U S.A Cable Address INDEVAS

May 17, 1985

Mr. Georges E. Fournier
Elf Aquitaine
Tour Elf (Bureau 29E 40)
Cedex 45
92078 Paris - La Defense
France

Dear Mr. Fournier:

It was a pleasure to meet with you last week. Julio Gamba and I
found our discussion to be both stimulating and promising in terms of the
prospects for future collaboration. In particular I look forward to any
guidance or contacts you can provide us in the area of transport energy
efficiency, which as I mentioned to you, is one where we hope to be
increasingly active under the Energy Sector Management Assistance
Program. We would also be interested in learning more about the Elf
Group Scheme under which energy efficiency investments are made for
member companies on a reimbursable-from-profits basis. As I mentioned to
you, it would be interesting to explore the possibility of extending this
type of scheme to companies in the developing countries, many of whom
cannot implement profitable energy efficiency projects because of their
overall weak financial position.

As promised, I am enclosing a copy of the latest annual report for
the joint UNDP/World Bank Energy Sector Programs. This is an updated and
expanded version of the February 1984 report that I gave you and it
provides a good overview of the work and directions of the Energy
Assessment and Energy Sector Management Assistance Programs.

I will indeed contact you before my next trip to Paris so that we
could meet to continue the profitable discussion we had last week. In
the interim, should you have any reason to do so, please do not hesitate
to contact me.

Yours sincerely,

Masood Ahmed
Deputy Division Chief
Energy Assessments Division
Energy Department

Attachment

bcc: Messrs. Gamba (IND), Thadani (EGY)

MAhmed:aaf
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OFFICE MEMORANDUM
DATE: May 15, 1985

TO: Mr. Yves Rovani, Director, EGY

FROM: Ian Hume, Assistant tirector, EGY

EXTENSION: 76165

SUBJECT: Recent Visits to the Third Arab Energy Conference (Algiers)

and to Paris and London

1. In accordance with my terms of reference I attended the first two

days of the Third Arab Energy Conference in Algiers, and delivered a

statement on behalf of the Bank. I was accompanied by Mr. Ferroukhi who

remained for the full duration of the conference; he will be making a more

detailed report in due course.

2. The conference itself was well organised, very well attended and

generally very substantive in content. It also afforded an excellent

opportunity to make important contacts in the energy field, both in Arab

countries and beyond. Without preempting Mr. Ferroukhi's report, I would

draw attention to the following themes which marked the first two days of

the conference:

(a) A pervasive sense of the need for Arab (and specifically
OAPEC) Unity in the face of what are seen as serious

challenges to the economic development of the region,

particularly, following recent developments in oil

markets. Many statements in the opening presentations of

the country delegations stressed this theme and emphasised

that Arab countries and developing countries all had a

common cause in pursuing economic interests against the

developed countries. The keynote statement on this point

was made by Mr. Chedli Kleibi (Secretary General of the

League of Arab States) who stressed that energy
conservation policies being pursued by the major industrial

countries were damaging to OPEC, and he stressed that these

policies were made the more objectionable by having been ,

designed without consultation with OPEC.

(b) As a parallel to the theme of unity, stress was laid on the

need for regional energy collaboration among Arab

countries, and particularly in the development of electric

power. The need for regional grids was mentioned several

times, and so was the need for Arab countries to build a

capability for nuclear power generation as a basis for the

longer term. An informal approach was made to the Bank

delegation to ask if the Bank would consider a role in

making a survey of the region's power grid potential. (In

my view there may be some merit-and some potential positive

spin-offs - in us giving thought to this proposal).
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(c) There was considerable emphasis on energy conservation as a
means of preserving the longevity of reserves. Even the
Saudi delegation echoed this theme by stressing the need
for improved petroleum pricing and by projecting the
significant savings in domestic oil consumption which Saudi
Arabia hopes to achieve as a result of new pricing measures
now in place.

(d) Many delegations (Kuwait, Jordan, Iraq, Saudi Arabia among
others) stressed the importance of renewables, and solar
and wind energies in particular, as means to supplement (or
substitute for) oil based sources.

3. In the non-plenary working sessions there were many interesting
papers presented, some of importance to the Bank's work. My own
presentation was apparently well received. It elicited only three
questions: (a) If the Bank now finances only some 5% of the developing
countries' energy investment bill, will it increase this share if the
countries have difficulty in raising the other 95%? (b) could the Bank
cooperate with interested countries in sharing its knowledge, research
findings and general expertise in the field of energy conservation
practices. (Delegate from Morocco); and (c) the Bank currently reflects
an ambiguity in its policy regarding its assistance in petroleum
development - what exactly is its policy? (Delegate from The Sudan)

Paris

4. I was joined in Paris and London by Mr. Kalim, who introduced me
to and assisted in the discussions with the various officials we met. In
Paris we had meetings with Dr. Herman Franssen of the International Energy
Agency (IEA of the OECD), with Mr. Pierre Castella of the Programme
Sectorielle in the Ministry of External Affairs, and with Mr. Julien Joo,
Director of Development Projects in the same Ministry.

5. Dr. Franssen showed considerable interest in the Bank's energy
work and is very willing to cooperate in supplying information to the Bank
on all IEA country work - at present consistently mainly of energy demand
studies in OECD member countries. The IEA also has a section (headed by
Mr. A. Milkop) dealing with developing countries but the depth of
knowledge is less than the Bank's in this field. We agreed on a mutual
exchange of visits to further explore the scope for collaboration - Mr.
Robert Saunders of EGY is to visit IEA in late May.

6. In the meeting with Mr. Castella (who oversees the French
participation in ESMAP funding) two important points emerged. First, any
further funding would not be forthcoming unless the new convention -
presently before the UNDP - was agreed to and signed by the UN
officials. We undertook to follow up on this. Mr. Castella indicated
that a second contribution of up to $1 million might be possible, but this
would be made easier by evidence that such outlays would "bring some
return to France". On this note, and as a second important issue to



-3-

emerge, Mr. Castella emphasised that to his knowledge none of the French
consultants submitted by the Ministry to the Bank had yet been used. I
have asked Mr. Bates for information on this topic so as to reply to the
French authorities.

London/Oxford

7. Useful meetings were held in London at the World Energy
Conference (Mr. Eric Ruttley); at the Financial Times (Mrs. Diana
Whittington, to discuss the Bank's role in the July Financial Times Energy
Seminar); with AMOCO Europe (Mr. Chip McPherson, who was very responsive
to possible collaboration with the new Project Generation Unit); with
Petroleum Economics Ltd. (Dr. Paul Frankel and Mr. Dumoulin). With
Rothschilds (Mr. Keith Palmer); and with Mr. Tim Lancaster, ED-Designate
for the UK to the Bank and Fund. There was also a meeting with Mrs. Jane
Greene of the Department of Trade and Industry at which it was explained
that the chances of any further contribution to the ESMAP program were not
very great.

8. We also paid a visit to the Oxford Energy Institute, where we had
discussions with Professor Robert Mabro. Professor Mabro is keen to
foster more tangible collaboration between the Institute and the Bank and
it was agreed that we would examine the possibility of a role for the
Institute in contributing to the prospective next Bank report on energy.

9. I will make a verbal report on my mission at the Managers meeting
on May 22, 1985.

cc: EGY Managers
Mr. Rothermel (UNDP)
Mr. Wapenhans (EMNVP)

IMHume: udw



May 15, 1985

Mr. Shuja Nawaz (F&D)

Shuja -

We spoke about the possibility of an F&D article on the experience
and lessons learned through the Energy Assessment and Sector Management
Assistance Programs. As a first step in this direction I am attaching a
copy of our latest Annual Report which provides a good overview of what
these programs are about. If you think that the subject is at all worth
pursuing from F&D's perspective, I would be glad to prepare a more
structured and focussed outline.

Regards,

Masood Ahmed

MAhmed:aaf
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OFFICE MEMORANDUM

DATE: May 15, 1985

TO: Distribution

FROM: Masood Ahmed, Deputy Chief, EGYEA

SUBJECT: DMDP2 - Brown Bag Lunch

1. Our next brown bag lunch will be held on Thursday, May 21 at
12:30 pm in Room D-658. On this occasion we will have a guest speaker:
Sven Sandstrom will talk to us about the work and findings of the Country
Assistance Management Task Force of which he was the chairman. For those
of you who are not familiar with this work, the Country Assistance
Management Task Force was set up in l984 to examine how the 'Rank could
more effectively design and deliver integrated country assistance
packages. The Task Force's recommendations, which have now been nresented
to Senior Management, cover a broad range of organizational, process and
substantive issues. Sven's talk and the subsequent discussion will
undoubtedly make a lively and stimulating lunch hour that we can all look
forward to.

2. See you there.

Distribution:

Participants Trainers

Suman Bery Barbara Sloan
Thomas Blinkhorn Jagdish Gil
Pieter Bottelier Donal O'Hare
Lowell Doud Matt Loughran
Jacques Guillot-Lageat Joaquim Paez
Alberto Harth Steve Rhinesmith
Robert Hindle Peter Thomas
Tom Hoopengardner
Satdev Kathuria
Per Ljung
George Psacharopoulos
Raquel Salientes
John Tetley
Tom Tsui
Koss Van Den Berg

cc: Mr. S. Sandstrom (ASPUW)

MAhmed:aaf
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May 13, 1985

Mr. H. E. Wackman

Hal -

I have retained the comments received on this and will pass them

onto Robin for incorporation in an amendment or revised note. However,
I suggest that we hold off issuing a revised version until we have tried

these procedures out for a few weeks so that any other issues resulting
from this operational experience can be incorporated in the revised draft
at the same time.

Masoo

MAhmed:aaf.



May 13, 1985

Mr. Ian Hume

Ian:

Re: UNDP Governing Council Meeting

I have reviewed the paper on Energy which is being submitted to
the Governing Council and talked with Vince Riley and Tom Cox about it.

Regarding the paper, it is a non-controversial and fairly
general overview of Energy Account operations during the past year. I
have a couple of minor points which are annotated in the margin. In
addition, paragraphs 8 and 9 of the paper summarize the UNDP projects
being carried out by EGYNR; they look fine to me, but it may be useful
for Dick Dosik to glance through them.

Regarding the question of our participation in the meeting, both
Vince and Tom feel that this is not necessary. The Governing Council
meets for over three weeks and while there is a rough time set for the
Energy discussion, there is apparently no guarantee that this discussion
will take place on the scheduled day and time. It all depends on the
rate of progress made in going through a long agenda. Also the
discussion itself is not expected to be technical or particularly
substantive. Bruce Harland will make a general presentation on behalf of
UNDP and Vince may be asked to comment on behalf of the Bank but this is
not likely. I asked Vince and Tom whether it would be useful for someone
from EGY to be there and neither thought that this was necessary.

However, we do need to brief Vince Riley before his departure as
it is likely that he will be asked (outside the conference room) about
the current status and future directions of Assessments/ESMAP and
specifically about the management changes.

Maso d

cc: Robin Bates

MAhmed:aaf
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United Nations
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11 April 1985

ORIGINAL : ENGLISH

Thirty-second session SUPPORT IJune 1985, New York
Item 8(g) of the provisional agenda

OTHER FUNDS AND PROGRAMMES

PROGRAMMES IN ENERGY DEVELOPMENT

Report of the Administrator

Summary

This report has been prepared in response to Governing Council
decision 82/27 requesting the Administrator to report to its
thirty-second session on the results achieved in assisting countries in
the development of their high-priority energy programmes and projects. I

In the report, the Administrator provides information on the I
approaches adopted in implementing Energy Account-financed projects,
especially in view of the present energy situation, and as a complement I| to Indicative Planning Figure supported programmes in the energyI sector.

I/..
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I. THE ENERGY ACCOUNT

1. The Governing Council, in its decision 84/30 - in addition to authorizing
the Administrator to continue with an Energy Account - called upon all
Governments that were in a position to do so to contribute on an increasing
basis to the Energy Account. It further requested the Administrator to report
in a comprehensive fashion to the thirty-second session of the Governing
Council on results achieved in the activities financed from the Energy
Account. In order to evaluate the activities financed from the Energy
Account, it is necessary to characterize them in the context of recent factors
which have affected the energy situation and also in relation to the overall
UNDP supported programme in the energy sector.

2. It is well known that the energy situation has radically changed in
recent years: new resources have been identified; conservation efforts have
been successful; and economic growth in many consumer nations has slowed.
These changes have led to a slackening in oil consumption and a fall in the
international price of petroleum products. It is logical that such conditions
have also, to a certain extent,. altered the views of the donor community as
well as of some of the recipient countries themselves on the urgency of
finding solutions to the energy problems which only a few years ago appeared a
matter of economic life or death for many. Such an approach, however,
overlooks the variety of problems encountered by developing countries,
particularly the least developed for which, in many instances, the imbalance
between supply and demand is still as burdensome as it was previously. This
is primarily because today the energy deficient developing nations import in
quantity as much energy as previously and sometimes even more and have to pay
for those imports in United States dollars of which the steep rise in value
has not been compensated for by the approximate 20 per cent decline in the
international price of oil. As a matter of fact, during the 1983-1984 period,
for a number of the poorest developing countries, the amount of export
resources absorbed by energy imports has continued to increase as is evidenced
in a number of UNDP/World Bank energy assessment surveys carried out under the
interregional project Energy Sector Assessment Programme (INT/80/009) and
shown in the following sample (based on International Monetary Fund
statistics):

Export resources absorbed by energy imports

1978 1981 1983

Rwanda 16.4 49.4 55.6
Honduras 12.5 20.6 23.9
Ethiopia 21.1 42.1 42.0
United Republic of Tanzania 28.3 56.1 75.0

3. Because of the importance of the sector, a sizeable proportion of
indicative planning figure (IPF) resources is still devoted to the

/ ...
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implementation of energy projects; at the end of 1984 for instance, more than
560 energy projects with ongoing commitments of more than $200 million were
being executed. In comparison the approximately $20 million available through
the Energy Account (see annex I, status of contributions to the Energy
Account, and annex II, list of projects approved for funding from the Energy
Account) represents a relatively small amount and should not be seen as
additional resources per se to the IFF funds utilized for energy development
activities. The Energy Account has tended to promote activities of a special
nature which could not easily be implemented because resources were already
fully committed. Furthermore, because of the central position of the Energy
Office, and its overall monitoring of ongoing UNDP energy activities, it is
particularly aware of how crucial a small contribution from the Energy Account
can be to improve or support ongoing IPF-funded national energy programmes.
This is the case, for example, in a number of global or interregional
programmes, or with respect to activities of a practical and experimental
nature involving techniques related to new and renewable sources of energy
which are of interest to a greater number of countries. In other instances,
the Energy Account resources are pivotal in the mobilization of bilateral or
multilateral support, or in allowing countries to focus on new possiblities
for utilizing new and renewable sources of energy or in promoting new
approaches in energy production or utilization. For these reasons, the Energy
Account should be viewed as in itself a small pool of funds, which can permit
the catalytic use of additional funds and the promotion of a more efficient
use of existing technical or investment resources for the development of
energy programmes.

II. INTERREGIONAL AND GLOBAL ACTIVITIES

4. The main activities supported by the Energy Account are still the Energy
Sector Assessment Programme (INT/80/009) and the Energy Sector Management
Assistance Programme (INT/83/005). Although not all developing countries
involved in those activities executed by the World Bank are included, 70 have
requested to participate in the programmes. At the end of March 1985, 52
energy sector assessment studies were completed and field work in the

remaining 18 countries will have been completed by the end of 1985. Such a
programme is of course basically useful to the country for which the
assessment report is being prepared. That these many assessments are
undertaken under the supervision of one entity imparts a useful homogeneity.
The methodology and criteria employed in conducting the energy situation
evaluations are always the same. So is the procedure by which realistic

recommendations and conclusions are formulated and presented, always taking
into account the ultimate objective of promoting specific actions to be
implemented by the country itself possibly with the support of the

international community. The impact and the results of the assessments depend

greatly on the commitment of the recipient Government to act on these
reports. Experience with the programme has encouragingly shown that in
general the assessments have indeed induced the recipient country to pursue
its efforts to improve its national energy balance. The assessments have been
particularly useful in setting up energy policies and in supporting
institutions to implement those policies and to help to promote energy
investment and technical assistance projects.

/...
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5. A few examples illustrate the extent to which assessments have altered
the energy situation in some countries. In a very low-income and small
energy-market nation such as the Gambia, which relies entirely on imports of
oil to meet its requirement of commercial energy, the Government is taking
concrete action to implement a number of the assessment's recommentations. To
improve the logistics of energy supply and distribution, it was decided to
relocate the petroleum storage depot and formulate petroleum allocations for
use during emergency periods. A project has been formulated for the purpose
of retrofitting existing diesel-fired or electric water-heating systems in the
tourist sectors with solar systems. Another project will result in the
replacement of small and inefficient diesel and kerosene-fueled power supply
units at rural centres and at UHF/VHF rural telecommunications networks with
solar photovoltaic power kits. In a higher income developing country such as
Costa Rica, the energy assessment has been crucial to the establishment of a
maintenance programme for public buses which will require an investment of
more than $4 million but will result in sizeable savings in petroleum product
imports. On the other end of the spectrum in the difficult economic
environment of Uganda, where so many other concerns are matters of urgency to
the Government, it was nevertheless decided to establish, in co-operation with
the international community, a small energy department which for the first
time will facilitate an integrated sectoral approach for government decisions
in matters of energy.

6. The Energy Sector Management Assistance Programme (INT/83/005) is the
logical complement of the Energy Sector Assessment Programme. The Management
Assistance Programme has by now elaborated a number of projects presented
under a pre-investment or pre-feasibility format, to be executed with

I bilateral or multilateral support. There is a wide variety of activities to
be launched under the pre-investment programme; and, although none of>those
activities have yet been completed, they offer a wide scope of secta
support to potential donors. At the end of 1984, there were 86 pleted or
ongoing pre-investment projects in 35 countries, witha ppent tdfrr
co-financing of pre-investment activities in 6 countries, in ass6Eclition with
8 donors. The projects include, for example, activities to improve the
efficiency of a country's electric power system, or to increase the efficient
utilization of energy in the industrial sector, including rural industries.
In other cases, the pre-investment programme has taken preliminary steps to
provide institutional and policy support in the energy sector. The package of
4re-investment reports elaborated under the programme could lead to more than
lOO million of priority investment. Although it is premature to estimate how

many of these pre-investment activities will lead to concrete investments -
12 and what in practical terms will be the impact of such investments - it can

nevertheless be expected that in the medium term, many of these projects will
have induced a profitable restructuring of the energy picture in a number of
countries.

7. The annual report of the Administrator and the President of the World
Bank on the Energy Sector Assessment Programme and the Energy Sector
Management Assistance Programme has been made available to members of the
Governing Council as a supplement to this document.

/...
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III. NEW APPROACHES

8. With the World Bank and other interested institutions in both developing
and developed countries, UNDP pursues a programme in the area of
gasification: Monitoring of Biomass Gasifiers (INT/83/007). Gasifier
techniques are obviously not unknown, but they are still beset with a wide
variety of operational problems, both technical and non-technical, some of
which will be addressed by the programme. Available biomass is increasingly
utilized in developing countries to replace petroleum consumption in
small-scale (less than 1 megawatt) electric power generation and in industrial
heat application. Activities supported by UNDP in this area help to develop
and promote investment in gasification technologies applicable to conditions
in a large number of developing countries. The project monitors 11 existing
power gasifier installations, distributed in a variety of countries such as
Mali, Kenya, Burundi, Brazil and the Philippines. It also co-operates with
the European Economic Community in connection with projects in the South
Pacific. The practical experience gained will foster further installations in
Latin America, Africa and South-east Asia. At the end of the ongoing
programme, in two to three years, it will have contributed to newly emerging
heat gasifier technology, and to improvement in the operation of the steadily
increasing number of gasifier systems. The approach adopted by the World
Bank, UNDP and others is to develop a pool of knowledge derived from practical
experience which will gradually improve the functioning of the increasing
gasification activities in a number of developing nations. The monitoring is
complemented by such training as that undertaken in the workshop which took
place in March 1985 in Bandung, Indonesia, as part of the technical
co-operation among developing countries (TCDC) modality. Organized in
co-operation with the Beijer Institute of Sweden and the Producer Gas Round
-Table, the workshop brought together technicians from such countries as
Brazil, Kenya, Mali, Burundi and those of the South Pacific to deal with
common national experiences.

9. Another approach recently launched relates to the promotion and
strengthening of energy networks: Support to the creation and strengthening
of energy networks (INT/84/015). With a relatively small amount of Energy
Account resources (the expert is provided by a donor country and the World
Bank contributes some logistical support), the project is attempting to create
an awareness among officials of developing countries responsible for the
energy sector of existing sources of information about the economic as well as
the technical status of the major new and renewable sources of energy. With
such knowledge, these officials can attempt to solve directly some of their
problems. The energy network concept is being developed in the following
areas: gasifiers, fuelwood and stoves, windpumping and rural energy
technology. The project will involve the increasingly active participation of
the developing countries in order to stimulate the utilization of the
considerable amount of information and experience that exists in many areas
related to new and renewable sources of energy. The expectation is that each
country will become a contributor as well as a beneficiary of the network
system.

/...
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10. Small-scale hydropower is a technique succesfully utilized in many

developing countries and benefits from the support of many bilateral and
multilateral donors. However, the experience of the many UNDP-and World
Bank-supported projects in this area shows that the implementation of these
schemes could be improved if more efficient methods were utilized for the

planning and implementation of small hydropower programmes; a prerequisite is
for officials to be made aware of recent technical developments. With this in
mind, and with the support of one donor, UNDP, the United Nations Department

of Technical Co-operation for Development (DTCD) and the United Nations
Industrial Development Organization (UNIDO) are organizing a workshop which
will be held in June 1985 in Norway. It will be an opportunity for the
representatives of developing countries to obtain practical information on
types of available electro-mechanical equipment. They will also learn of the
problems and the sequence of the construction cycle, and how to conduct
small-scale hydropower feasibility assessments in their respective national
contexts. Consultants, from both developing and developed countries are
associated in the implementation of this project. In 1985, DTCD will carry
out a study of the feasibility of a mini hydropower unit on the Lovo River in
Fiji (FIJ/85/EO1) which follows the previous extensive evaluation of potential
small hydropower sites. The Energy Account contribution amounts to $140,000
of which $90,000 will come from the OPEC Fund for International Development.

11. In 1984, a small amount of Energy Account resources was utilized to

support a new approach suggested by the United Nations Institute for Training
and Rsearch (UNITAR) for the development of small oil and gas resources.
After elaborate work was completed by both the World Bank and the Energy
Office on a proposal from UNITAR, UNDP decided to contribute to the initial
activities for the development of small oil and gas resources. Although it
was agreed that funding to identify such small oil and gas resources was not
not always economically appropriate, it was nevertheless found useful to
support activities which would help developing countries to exploit already
identified (usually in the course of normal exploration activities) small oil
and gas fields in view of their potential to alleviate the financial burden of
importing petrol products. UNDP has provided some support for the first
international gathering dealing with the development of small oil and gas
resources: UNITAR Conference on the Development of Shallow Oil and Gas
Resources (INT/83/017). This meeting allowed technicians of oil-producing
countries and companies to provide developing countries possessing such
potential resources with a framework for further action. Obviously, if such
resources can be economically exploited in a number of developing countries,
the follow-up activities for the development of the fields' transportation
systems will have to be supported through other bilateral or multilateral
programmes or the private sector.

12. Preparatory work is going on with UNIDO to develop a programme for
industrial energy conservation in the South Pacific region. It involves a
small amount of resources from both the Energy Account and the UNIDO's
Industrial Development Fund.

/...



DP/1985/52

English
Page 7

IV. MOBILIZATION OF ADDITIONAL RESOURCES AND CO-FINANCING

13. Increasingly, Energy Account support is being provided to elicit the
interest of other donors for worthwhile activities in the development of
energy resources. Recently, for example, two small projects were implemented
for that purpose in Morocco. The first, Utilization of domestic natural gas
(MOR/83/007) established the feasibility of supplying the city of Essaouira
with natural gas from the Meskala field. This feasibility study has allowed a
number of donors to express their interest in financing the engineering
aspects of the project and in follow-up investments; one of the proposals is
now being analysed by the Moroccan Government. In the other project, the
Energy Account provides the services of a short-term consultant to prepare a
rehabilitation programme for the existing, large wind-water pumping system
(MOR/85/EO1). One bilateral donor and one multilateral donor have already
expressed interest in following up on the investment phase of the project.

14. To increase the resources for projects identified with the assistance of
the Energy Account, UNDP also attempts to utilize co-financing schemes.
In the Dominican Republic, a new project will allow for the rehabilitation of
existing mini-hydro stations (bOM/85/EO1). The Government is going to supply
two thirds of the cost of the programme, and the OPEC Fund for International
Development has agreed to provide the other third through the Energy Account.
A geothermal exploration project in Djibouti (DJI/84/004), for which the
Energy Account has helped to mobilize considerable additional bilateral and
multilateral resources, has been operational since the end of 1984. The data
to be gathered through the ongoing drilling programme will enable the
Government to ascertain whether sufficient geothermal resources are available
to justify the installation of the intended 20 megawatt power station. In
Fiji, where the feasibility study for the mini-hydro power plant on the Lovo
River will be completed in 1985, UNDP will assist in identifying potential
donors to provide financing for the construction site and for the procurement
of hydropower generator equipment.

15. In one case in Jamaica, a modest Energy Account contribution of $56,000
has resulted in a private investment. An energy-saving device was developed
by an Energy Account-supported expert and has been installed in a number of
hotels; it yields a 20 per cent savings in the consumption of electricity and
has also induced the Industrial Commercial Development Corporation of Jamaica
to establish manufacturing facilities to produce the energy-saving device.

/...
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V. CONCLUSION

16. To pursue such activities as the establishment of energy networks, the
monitoring of photovoltaic techniques and the promotion of simple
energy-saving approaches such as solar water heaters for commercial types ofbuildings will involve minimal start-up resources which are not currentlyavailable in the Energy Account. It is important to stress that, if anyaction is to be taken to alleviate the difficult conditions many developingcountries still confront in the field of energy, additional resources will berequired. Additional financial contributions, minimal as they might be, couldbe utilized as seed money to initiate such preparatory work as pre-feasibilitystudies which, as has been proven in the past, could then lead to much largercontributions provided from either bilateral or multilateral donors.
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ANNEX I

STATUS OF CONTRIBUTIONS TO THE UNDP ENERGY ACCOUNT
As at 31 December 1984

(In US dollars)

1983 & Pre- 1985 & Future
Source vious years 1984 Years a/ Total

Australia 968 900 --- 968 900
Colombia - 300 000 125 300 425 300
Denmark 114 943 100 000 181 818 396 761
Finland 788 025 -- 788 025

Iceland 40 000 40 000 80 000
Jamaica - 33 947 - 33 947
Netherlands 4 923 077 556 518 242 029 5 721 624
New Zealand 69 345 32 895 102 240
Norway 604 082 338 983 150 000 1 093 065
OPEC Fund - 225 275 5 774 725 6 000 000
Sweden 2 207 502 - 240 000 2 447 502
Switzerland - 813 008 800 000 1 613 008
U. Kingdom 459 418 - 459 418
United Nations 25 000 176 989 - 201 989
World Bank -____ 767 500 - 767 500

Subtotal 10 160 292 3 385 115 7 553 872 21 099 279
Other income b/ 1 616 831 1 047 695 - 2 664 526
TOTAL RECEIPTS (A) 11 777 123 4 432 810 7 553 872 23 763 805 c/
LESS: Expenditures 5 998 737 3 562 256 - 9 560 993

Commitments - - 4 353 760 4 353 760
TOTAL DISBURSEMENTS (B) 5 998 737 3 562 256 4 353 760 13 914 753

BALANCE (A minus B) 5 778 386 870 554 3 200 112 9 849 052

a/ These are approximate amounts and will be converted at the prevailingrate of exchange when payments are actually received.

b/ This represents income received from the Information Centre for HeavyCrude and Tar Sands, Miscellaneous Income and Income from Interest.

c/ Against an income of t23,763,805 projects have been approved for a totalof t18,115,155. (See Annex II.)
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ANNEX II

PROJECTS APPROVED FROM THE ENERGY ACCOUNT

A. Global projects

Energy
Account

Project title Project no. contribution
(In US dollars)

1. Testing and Demonstration of
Renewable Energy Technology
(Workshop in the Netherlands) GLO/80/003 25 000

2. Consultancy missions for the
preparation by Governments
for the United Nations Conference on
New and Renewable Sources of Energy GLO/81/005 83 926

3. UNDP/UNITAR Information Centre
for Heavy Crude and Tar Sands GLO/82/004 20 000

4. UNDP/UNITAR Information
Centre for Heavy Crude
and Tar Sands - .Phase II GLO/84/EOl 1 016 000

5. UNDP/UNITAR Third International
Conference on Heavy Crude
and Tar Sands GLO/84/E02 600 000

B. Interregional projects

1. Energy Sector Assessment
Programme INT/80/009 3 446 531

2 Prefeasibility Study of a
Training Network in Energy
Planning - UNESCO Component INT/81/002 9 182

3. International Network for
training in energy planning INT/81/004 147 845

I...
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4. Training Course in
Management of Energy
Resources and Energy Savings INT/81/020 120 000

5. Geothermal Training
Programme - New Zealand INT/81/023 42 499

6. UNDP/World Bank Joint
Study of Pre-investment
Requirements for Renewable

Energy Development INT/81/051 68 161

7. UNDP/UN Symposium on Coal
for Electricity Generation
in Developing Countries INT/82/004 115 920

8. Development of Training
Modules for Energy
Management in Enterprises
(Turin Centre) INT/82/006 123 500

9. Energy Workshops to Promote
Investments in New and
Renewable Sources of Energy
(International Institute for
Environment and Development) INT/82/008 20 000

10. Power System Loss Reduction
Studies INT/82/009 378 836

11. Training in Energy and
Power INT/82/013 65 382

12. Energy Sector Management
Assistance Programme INT/83/005 5 849 640

13. Monitoring of Biomass
Gasifiers - Phase I INT/83/007 376 300

14. Seminar on Energy Assessment
and Planning INT/83/014 202 280

15. UNITAR Conference on the
Development of Shallow Oil
and Gas Resources INT/83/017 30 000

16. Support to the Creation
and Strengthening of
Energy Networks INT/84/015 10 000

/. .
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17. UNDP/UNDTCD Seminar on Plan-
ing and Implementation of
Small-Scale Hydropower
Schemes. INT/84/018 130 500

18. The 2nd International
Producer Gas Conference
and Course - Fellowships INT/85/E01 13 650

C. Regional projects

Africa

1. Energy Policy Seminar RAF/83/031 38 500

Latin America

1. Caribbean Energy Programme -
Co-ordination Project RLA/81/007 2 394

2. Caribbean Regional Petroleum
Exploration Promotion RLA/82/026 500 000

D. National projects

Africa

1. Energy Survey - Benin BEN/81/010 28 850

2. Preparation of an Energy
Master Plan for the Niger NER/81/003 62 539

3. Energy Planning and Manage-
ment - Mauritius MAR/82/006 130 000

4. Wood Energy Consumoption and
Resource Survey - Zambia. ZAM/82/008 392 000
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Arab States

1. Preparatory Assistance to

Renewable Energy - Egypt EGY/82/001 48 364

2. Utilisation Domestique

du Gaz Naturel - Morocco MOR/83/007 23 000

3. Energie 6olienne - Morocco MOR/85/E01 20 000

4. Geothermal Exploration DJI/84/004 999 888

- Djibouti

5. Small-scale Hydropower

Project Engineering - Sudan SUD/85/EO1 849 200

Asia

1. Off-shore Technical School Ba Ria VIE/83/003 400 00J

2. Energy Planner - Solomon Islands SOI/84/002 47 600

3. Energy Planner - Tonga TON/84/002 48 600

4. Feasibility Investigation
for the Lovo Hydropower

Project - Fiji FIJ/85/E01 142 041

Latin America

1. Coal Transportation Study

in Colombia COL/81/005 200 500

2. Energy Savings
Device - Barbados BAR/82/001 106 223

3. Hydrocarbons - Phase I

- Bolivia BOL/82/002 33 800

4. Hydrocarbons - Phase II

- Bolivia BOL/82/003 60 239

/...
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5. Development of an Energy
Savings Device for Antigua
Barbuda Barbados and
Grenada CAR/82/001 19 765

6. Planning methods for the
expansion of the Colombian
Electrical System COL/82/025 150 000

7. Management Programming
and Control of Hydroelectric
Projects - Colombia COL/82/038 315 000

8. Desarrollo Hidro-
electrico del Rio Ocoa DOM/85/EOl 500 000

9. Production of Biogas for
Rural Energy - Honduras HON/81/EO1 45 000

10. Feasibility Study and
Implementation of an Energy
Savings Device - Jamaica JAM/82/012 56 500

GRAND TOTAL $ 18 115 155



May 13, 1985

All EGYEA Staff

David Hughart, a longtime colleague in the Division who is now
with the Resident Mission in Bangladesh, plans to visit Washington
July 7-13 with his wife and daughter. He would like to "house-sit"
during his visit and has asked me to find out if there is anyone in the
Division who will be away during that period and would be interested in
Dave sitting house for them. Please let me know and I will pass on the
information to him.

Thanks.

Masood

MAhmed:aaf



May 13, 1985

Mr. Y. Rovani

Yves -

Re: Bill Mashler's Visit

As planned, Bill Mashler was here from May 8-10 during which period
he attempted to prepare a "state of play" paper on donor relations, based
on Julian's files. The exercise was not very successful; partly because
the files are inadequate and partly because the personalities at the other
end are changing so rapidly as to make any filing system obsolete. Bill's
findings are summarized in three memos which are attached.

Masood

Attachments

cc: Messrs. Hume, Kalim, Bates (EGY)

MAhmed:aaf



OFFICE MEMORANDUM

DATE: May 10, 1985

TO: Mr. Masood Ahmed, Acting Division Ch' f, EGYEA

FROM: William T. Mashler, Consult t

EXTENSION: 72781

SUBJECT: Energy Programme Relations with Bilateral
and Multilateral Agencies

1. In accordance with our discussion on Wednesday, 8 May 1985, I
undertook to examine Mr. Bharier's Back-to-Office Reports of the recent
past in order to extract, to the extent possible, information concerning
visits to agencies, persons contacted and to find what may have been
agreed upon. The task, as I had suspected, turned out to be difficult.
One of the problems with Back-to-Office reports reposes in the fact that
the author generally gives an overview of what transpired, with the
result that the details repose in the mind and the generalities are put
on paper. In my experience stretching over many years and having seen
hundreds of these reports authored by many competent individuals this has
generally been the case. The tedium of having to put down names, titles,
functions, etc. of individuals met is usually beyond the writer's
patience and time and is usually of little interest to the reader.

2. In this particular case we deal with a complex and most unusual
programme which has grown very rapidly in a relatively short period of
time and made enormous demands on the management of the programme,
particularly in the case of donor relationships which were largely
handled by Messrs. Bharier and Ahmed. It is therefore little wonder that
the information in the reports is not adequate to what we would like to
extract. Yesterday, I consulted with Mr. Bernard Decaux with whom the
Programme and I. had dealt in Paris when he headed Transenerge. He
informed me that during this week he spent the better part of his time
telephoning Paris in an attempt to obtain information on staff dealing in
various French ministries with energy and energy related subjects. This,
because virtually all personnel with whom we used to deal had changed in
a matter of month and only one single individual we know is left on
board. This will give you an idea of how quickly things change in all
bilateral aid programmes where the Foreign Aid Component is usually an
integral part of the Foreign Service and personnel are all subject to
routine transfer. In other related ministries, the political game of
playing musical chairs based on periodic reorganizations is legion.

3. Hence to attempt the setting up of references and systems will
prove difficult. If one were to compare such an exercise in this area
to, say for instance, the fashion industry you will find that fashions
change with each season.

4. I have for the sake of proving the point, extracted information
on four countries, having looked over the files on many more, and I

P-1 867



attach the results hereto. It may not look like much but you may rest
assured that this is all I found after a tedious search into futility. I
gather from Tom Cox that he too has been and is still engaged in a
similar exercise and, having been one of my staff in DGIP, can be relied
upon to have made copies notes on personalities and other matters. This
will not, however, protect anyone against the vagaries of change.

5. Since you asked me to make recommendations as regards this
matter and future strategies of donor relationships, I have already sent
you two memoranda yesterday on some mechanical improvements that might be
made in the Division. I would now like to propose something of a more
substantive and urgent nature. We all know that the changes in
restructuring the Energy Assessments Division following Mr. Bharier's
separation from it have been major and further changes in top personnel
positions will still be made. It is no secret in the outside world that
these changes either have been made or are in the process of
implementation and from my contacts with bilateral programmes, I detect
some nervousness about the programme, concerns about leadership and other
gossip-based questions. Insofar as I was approached, I have made it
clear that there was no reason whatsoever for concern, that all was well
and work was continuing normally. This, however, is not enough. The
political process being what is is, these people want more than
assurances. They want t-o see leadership and the kind of close contacts
between this programme and the donor community which is its substantial
sustainer and supporter. I would therefore recommend that a senior
official in the programme be designated as the main contact and liaison
with the donor community and that this be communicated to all
participants in the programme. This should be followed by a series of
visits to donors to re-establish and continue the heretofore excellent
relations. This is quite a formidable and most essential task which I
believe is at the very core of the programme. Financing of ESMAP is only
assured through the middle of 1986 and urgent steps are needed to aproach
the donors with clear-cut programmes for consideration and financing.
This will require stafftime for preparation and for travel and I would
estimate that travel time would require up to forty days during this
year.

6. We should also consider in detail as to what steps we might
take as "honest bakers" in obtaining financing of investment projects
with tied procurement to whet the appetite of donors. We did make a
start at this with the Nordic donors last year in June. I believe it to
be important that we produce some trade-offs of this kind in return for
grant funding from bilateral programmes. In addition some internal
survey needs to be made to produce evidence of commitments having been
made to hire consultants from contributing countries. All these points
are important elements in cementing confidence and continued support
without which the programme cannot be sustained.

cc: Mr. Bates (o/r) (EGYEA)

WMashler: jrs



AUSTRALIA

Last visit to the Australian Development Assistance Bureau was
made by Mr. Bharier in May 1984. Discussions also took place with the
Departments of Resources and Energy, Foreign Affairs, and the Treasury.
Seminars were given in Sydney and Melborne attended by thirty firms in
each case and individual meetings were held with 47 representatives from
different companies. About 50-60 resumes of consultants were brought
back to Washington. All could be released for assignments of from six to
eight weeks. Co-financing ESMAP feasibility studies both by private
firms and Government agencies were considered to be possibilities.

The list of officials consulted are as follows:

- Mr. Dennis Ives - Deputy Secretary, Department of
Resources and Energy

- Mr. John Wicks - Acting First Assistant Secretary,
General Energy Policy Division

- Mr. John Tysoe - Assistant Secretary, Coal Industry
Branch, Coal and Minerals Division

- Mr. Paul Sutton - Principal Executive Officer, Coal
Industry Branch

- Mr. Norm Jennings - Principal Executive Officer, Revenue
Pricing and Emergencies Branch, Petroleum Division

- Mr. Alan Cummine - Principal Executive Officer,
Conservation Policy and Evaluation Section, Energy
Conservation Branch

- Mr. Mike Vale - Executive Officer, Alternative Energy
Transport and Energy Conservation Section, Energy
Technology and Assessment Branch

- Mr. Robert Johnson - Executive Officer, Energy Co-
operation Section, International Energy Policy Branch

- Mr. Velu Ramasamy - Executive Officer, Energy Technology
Assessment Section, Energy Technology and Assessment
Branch

The list of representatives of firms are as follows:

- Department of Trade
Edmund Barton Building
Kings Avenue

Barton, Canberra

Contact: Alex Hackett

Phone: 722633

Department of Resources and Energy
Fifth Floor
Civic, Canberra
Contact: Robert Johnson
Phone: 458473
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ADAB/Treasury Department/Foreign Affairs

6th Floor Conference Room

Derwent House

Hobert Place
Civic, Canberra

Contact: Richard Gregory-Smith

Phone: 495545

Mr. Fred Tucker

Snowy Mountains Engineering Corporation (SMEC)
Syndicate Room 1

Edmund Barton Building
Kings Avenue

Barton, Canberra

Contact: Alex Hackett

Phone: 722633

Mr. Kevin Cains

Mr. Peter Cooper

Gibb Australia
Syndicate Roomi
Edmund Barton Building

Kings Avenue

Barton, Canberra

Contact: Peter Cooper

Phone: 824199

Export Finance and Insurance Corporation

Mr. S. Smith

Export Finance Manager

W.D. Scott & Co. Pty. Ltd.

Dr. C. Lack

Kuttner Collins International Pty. Ltd.

Mr. W. Kuttner

ACIRL Ltd.

Mr. B. Proudfoot

Sinclair Knight & Partners & A.P.C.C.

Mr. W. Faithful

Alexander & LLoyd

Mr. A. Lloyd

McDonald, Wagner and Priddle

Mr. P. Isaacs

Gutteridge Haskins and Davey

Mr. J. McCann
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Coleman & Associates

Mr. J. Coleman

Crooks, Michell, Peacock and Stewart Pty. Ltd.

Mr. R. Jackson

BHP Engineering

Mr. C. Gadsten

Sharp Solar Roofing Pty. Ltd.
Mr. J. Sharp

ICI Aust Operations

Dr. M. Brisk (Research Dept.)

R.J. Killborn Energy Management Consultants Pty. Ltd.

Mr. J. Killborn

Australian Gas Light Co.

Mr. M. Lobl

Price Waterhouse Services

Mr. P. Thompson

Australian Industry Development Corporation

Mr. M. Dawson

Assistant Manager - Corporation Finance

D.S. Thomas, Weatherall & Associate Pty. Ltd.

Mr. G. Shingles

White Industries

Mr. Alan Roy
Mr. Malcolm Yell

Robertson Research

Mr. P. Strauss

Solarex Pty. Ltd.

Mr. M. Fleming

Partnership Pacific Ltd.

Mr. Louise Jackson

Mr. Dennis Fawcett

Longworth & McKenzie

Dr. L. de Ambrosis

Addicoat Hogarth Wilson Pty. Ltd.

Mr. K. Fulton



Sidney Williams & Co. Pty. Ltd.

Mr. B. Williams

W.F. Ellis & Associates Pty. Ltd.
Mr. F. Ellis

McLachlan Group Pty. Ltd.
Mr. D. Keat

Hotwork (Australia ) Pty. Ltd.
Mr. R. McIntosh

MELBOURNE VISIT

K. Visser & Associates
Mr. K. Visser

Rankins & Hill Pty. Ltd.
Gordon Rigg

W.L. Meinhardt & Partners Pty. Ltd. (Cons.)
Mr. T. Lolas & 1 other

Touche Ross Services Pty.
Mr. K. Reitseima

Shedden Pacific Pty. Ltd. (Chemical)
Mr. M. Aitken

Gas & Fuel Corporation of Victoria (Energy Audits)
Mr. B. Armstrong

Kinhill Stearns (Coal)
Mr. J. Gillette

John Hurle & Associates
Mr. J. Hurle

Capel Court (Merchant Bankers)
Mr. Olat O'Duill

BELGIUM

The last visit to Administration Generale de la Cooperation au
Developpement, Place du Champ de Mors 5, Bte 57 -- Brussels 1050. Took
place in late March 1984 when Messrs. Bharier and Cox of the Bank and
UNDP saw Mr. Debeaune (title and position not given, nor for that matter
first name). Belgium did consider a contribution to energy at some
point, but in view of the fact that there has been a radical change in
personnel in the Cooperation Administration, it could seem advisable to
make acquaintances with replacement staff.



AUSTRIA

First and only visit to Austrian Ministry of Foreign Affairs,
Technical Cooperation took place in March 1983. The Director of
Technical Cooperation was Mr. Ulrich Stacher, BKA, IV/A/10, Annagasse 5,
A-1010 Vienna, Austria. Strong interest was shown in mini-hydro and a
proposal was submitted to them subsequently covered in a proposal for
Peru, Indonesia and Nepal. The proposal was amplified in a note handed
to Mr. Hellmuth Wagner of VPL Consulting Engineers, Vienna, Austria.

Mr. Stacher was subsequently replaced by Dr. Franz-Joseph
Schmid, who visited New York on 8 December 1983 and expressed continued
interest in the Programme.

In March and April 1985 there was correspondence between UNDP
and the Permanent mission of Austria to the UN (Mr. Otto Ditz) which
showed continued interest by Austria in rpoject proposals for Burundi,
Rwanda, Senegal, Cape Verde and SADCC countries.

Follow-up is needed, possibly a visit to Austria.

CANADA

The Canadian International Development Agency (CIDA) would
require a very lengthy treatment in terms of the long-standing
relationship between CIDA and the joint UNDP/World Bank energy
programmes. Briefly stated, the relationship is close, cordial and
productive. CIDA has over the years put substantial amounts into the
programme. The last visit to Canada took place on 26 March 1985.

The President of the Canadian International Development Agency
is Mrs. Margaret Catley-Carlson, 200 Promenade du Portage, Hull, Quebec,
Canada KlA OG4. Mr. D. Shales is the Bilateral Project Coordinator, CIDA
with whom we communicate generally concerning country programmes for
which Canada provides bilateral funding. Mrs. Rosemary Harkness, Kenya
Desk, CIDA

Contacts with Canada are practically on a daily basis and no
additional steps need to be taken. This is one contact which is under
full control.

To up-to-date information a copy of the minute of the
discussions of 26 March 1985 are attached.



UNDP/World Bank/CIDA Discussions on Implementation
of the CIDA contributions to the

UNDP/World Bank Energy Programmes

INT/80/009, UNDP/World Bank Energy Sector Assessment Programme
and

INT/83/005, UNDP/World Bank Energy Sector Management Assistance Programme

Date: 26 March 1985

Place: CIDA Headquarters, Hull

Participants: UNDP: Mr. Thomas S. Cox, DGIP
World Bank: Mr. Masood Ahmed, Deputy Chief,

Energy Assessment Division
Mr. Zia Mian, Senior Energy Planner

Energy Assessment Division
CIDA: Mr. Don Shales, Anglophone Branch

Mr. Peter Dale, CIDA Energy Adviser
Mr. Peter Berkeley, Kenya
Mr. R. W. Waugh, Kenya/Uganda
Mr. Steven G. Wallace, Tanzania
Mr. Ado Vaher, Egypt/Sudan
Ms. I. Hansen E. Bates, Honduras
Mrs. Chris Straby, Ghana
Mr. Brodie Anderson, Kenya
Mr. Carlos Laviades, Planning

1. The new co-ordinator of CIDA involvement in the UNDP/World Bank Energy
Programmes is Mr. Donald B. Shales, Senior Project Manager, BLS/Malawi/SADCC
in the Anglophone Africa Branch. The discussions focused on the state of
implementation of the CIDA contributions to the Assessment and Management
Assistance Programmes, respectively. It was noted that these agreements had
been signed some time ago and that there was a need to maintain regular
contact between UNDP/CIDA and the World Bank in order to ensure that
implementation of the grants was expedited. In this respect UNDP noted the
delays which had been experienced in the case of the actual disbursal of CIDA
funds for certain energy sector assessments and further noted that things were
likely to become even more complicated when it came to implementation of the
ESMAP grant.

2. Funds had so far been paid in on the Tanzania, Jamaica and Burkina-Faso
assessments. Taking into account the recent exchange between UNDP
Headquarters and the UNDP office in Abidjan, the Ivory Coast Government has
now agreed to the utilization of its CIDA country frame to finance the Ivory
Coast assessment. CIDA indicated that payment of C244,000 would shortly be
made to UNDP,
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3. Considerable discussion ensued as to what might be done with the
remaining seven countries - Ghana, Cameroon, Guyana, Colombia, Nicaragua,
Honduras and Egypt. It was noted that in the case of Ghana everything was in

place and the reconnaissance mission was expected to be fielded in May 1985,
with the main mission following in the summer. Apparently CiDA had not yet
been informed of the Ghana Government's agreement to the utilization of its

CIDA country frame in the amount of C$244,000 to support the Ghana
assessment. UNDP asked if this situation could be investigated with a view to
securing the Government clearance. In the meantime the Bank agreed that it

would provide CIDA with a detailed estimate of the cost of the Ghana
assessment. Moreover, both UNDP and the Bank expressed the wish that as much
as possible of the CIDA contribution be provided "up-front". The UNDP/Bank
Energy Sector Assessment Programme was not in a position to "pre-finance" this
activity. The CIDA desk officer for Ghana drew the group's attention to the
work being done under CIDA auspices in Northern Ghana, particularly in
connection with the proposed inter-tie between Ghana and Burkina-Faso. This

work should be fully taken into account by the assessment mission.

4. UNDP/World Bank indicated that so far the Government of Cameroon had

shown no interest in an assessment. The same situation applied more or less
to Guyana and Colombia. Taking into account the fact that none of these
countries remained on the list of 70 countries to be assessed between now and

the conclusion of the Assessment Programme, there was a need to decide as soon

as possible on how the figure of C610,000 covering these three countries was
to be used. It was agreed that CIDA would review the list of countries where
assessments work is either ongoing or planned over the next six months to see
whether or not it might wish to be associated with these assessments. If CIDA
funds could be used to help defray the cost of the 70 country programme, this
would enable UNDP and the Bank to "free-up" additional resources for ESMAP.

5. When it comes to Egypt, UNDP/Bank reiterated the fact that no firm
request for an assessment had been received from the Egyptian authorities -
nor was one likely to materialize in the coming year. CIDA officials agreed
with this perception of the matter which was supported by their own
discussions with the Government of Egypt. The Egyptian view is that the
USAID-financed assessment which was carried out in the late 1970s needs only
minor updating even if the situation today is drastically different from the
one prevailing 7 to 10 years ago. There is also considerable reluctance on
the Egyptian side to address the critical but sensitive issue of energy
pricing. Notwithstanding the above, it was agreed that UNDP would once again
raise with the UNDP Cairo office the question of the proposed energy
assessment for Egypt and would at the same time request that office to forward
to the Government copies of assessment reports for a number of other countries
enabling the Government to gain a better appreciation of what the programme is
all about. For the time being at least it was agreed therefore that the
earmarking of C$244,000 for Egypt be retained.

6. When it comes to Nicaragua and Honduras, UNDP and the Bank indicated
that to date there had been no official request from the Government of
Nicaragua for an assessment. UNDP and the Bank also had some questions as to
the feasibility of carrying out an assessment in Nicaragua given the current
unsettled conditions there.

/ ...
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7. As for Honduras, there had been a strong request from the Government for
an assessment. The Bank was prepared to include Honduras in the Programme
provided the Honduras assessment could be fully funded by external "earmarked"
contributions as, owing to competing priorities, the Bank was not in a
position to contribute any of its own funds for this assessment. The total
cost of the assessment was likely to be it the US$150,000 to US$200,000 range
and at the current rate of exchange the Canadian contribution would only cover
approximately $90,000 of this amount. Accordingly, UNDP/World Bank requested
that CIDA consider whether it could fully finance the Honduras assessment.
CIDA agreed to consider this.

8. When it comes to the Management Assistance Programme it was agreed that
things could now move ahead in respect of the CIDA grant of C$1.1 million for
Kenya and C$244,000 for Uganda. CIDA has informed the Government of Kenya,
UNDP and the World Bank that it would like to use this contribution to cover
the updating of the National Power Development Plan (NPDP) for Kenya as well
as for a study on the feasibility of making greater use of solar water heaters
in the residential/commercial and industrial sectors in Kenya. Both UNDP and
the Bank noted that (1) the updating of the Kenya NPDP was an activity far
larger in scale than traditional ESMAP activities and (2) it could not be
implemented through the deployment of individual consultants but would require
tendering even if, in this particular case, tendering is limited to Canadian
firms. A short list of Canadian firms has been drawn up by the Government of
Kenya and the Bank and tendering would begin soon. Until the bids had been
received and evaluated it was not really possible to know what the cost of the
updating exercise was likely to be. However, whatever the cost, it would have
to be covered by the overall Canadian contribution of C$1.1 million (which
equals approximately US$800,000 and includes funding for the solar study) as
there was no other source of funding for the activity. UNDP and the Bank also
reiterated the fact that UNDP could not, technically speaking, receive "tied
funds" and that the question of "Canadian content" had originally been seen as
a commitment by the Bank to recruit suitably qualified Canadian consultants
for approximately 60 per cent of the work to be carried out under the CIDA
global allocation of C5.248 million for ESMAP.

9. When it comes to Uganda, the Bank informed CIDA that the terms of
reference and other related materials for the Uganda Fuelwood Pre-investment
Study had now been prepared and the Uganda Government was anxious that this
study move forward as it could lead to support under an IDA credit and from
other sources for a project designed to rehabilitate Uganda's forestry sector,
with particular emphasis on creating the necessary institutional and
managerial skills in the Uganda Forest Department for fuelwood programmes
particularly those in the peri-urban environment.

10. It should be possible to utilize some Canadian consultants on this
activity, the total cost of which is expected to come to approximately
US$300,000, of which US$175,000 will be covered from the CIDA contribution.
It was agreed that in the case of these and other CIDA-financed ESMAP

/...
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activities both UNDP and CIDA would send communications to their respective
field offices in order to ensure that these offices are fully in the picture.
It was also agreed that the Bank would provide CIDA with a detailed breakdown
of the budget for this activity including an estimated disbursement schedule.

11. When it comes to the other countries for which CIDA support to ESMAP has

been secured in principle, it was noted that CIDA support in these other
countries would mainly be required for smaller scale activities which either
had been or would be identified by ESMAP and which would essentially be

managed by ESMAP even if individual Canadian consultants might participate.

In the case of Tanzania for which C$610,000 had been earmarked, the Bank
noted that an ESMAP mission led by Ms. Maria Kiwana, who had been involved in

the Tanzania assessment, would shortly be visiting Tanzania in order to
discuss with the Government a specific programme of ESMAP assistance. It was

thought that the eventual package could amount to US$1 million and that
particular attention should be given to the fuelwood and industrial energy
conservation issue. CIDA was planning a programming mission of its own to

Tanzania possibly in May and it was agreed that the two missions should
endeavour to be in Tanzania at the same time. On the UNDP side the important
role of the Resident Representative's office in Tanzania in bringing the

parties together -- i.e. Government of Tanzania, UNDP, the Bank and CIDA --
was stressed. It was agreed that well in advance of the CIDA and ESMAP
missions to Tanzania an appropriate communication should be sent by UNDP to
the UNDP office in Dar-es-Salaam. In this communication the question of
possible support from the Tanzania IPF to certain ESMAP activities should be
raised.

12. The Tanzania assessment has, among other things, proposed that work be

done in the fuelwood and energy conservation areas. On the question of energy

conservation in industry, it was noted that most Tanzanian factories are

operating well below design capacity. Therefore, for these industries,
efforts to increase capacity through the acquisition of spare parts, etc. is a

far higher priority than energy conservation per se. It would appear that

efficiency of energy use in industry may be less important for a country such
as Tanzania than for, say, Kenya, where capacity utilization is much higher.

It would seem more desirable in the case of Tanzania to focus on efficiency of

energy use in the transport sector. Finally, there was a general discussion
about the need for a better understanding of the link between ESMAP inter-

ventions in a country such as Tanzania and the medium- and longer-range
institution-building requirements. In other words, without an adequate human
resource base devoted to energy and energy-related issues, follow-up by the

Tanzanian authorities of the Assessment and ESMAP recommendations could be
difficult to achieve. This, of course, applies to practically all of the
countries in which the two Programmes are operating.

13. When it comes to Rwanda for which C$244,000 has been earmarked by CIDA
for ESMAP, the Bank noted that most of the ESMAP work in Rwanda was small in
scale and already under way. In the case of Peru, it was important that there
be further discussions between the Bank and the CIDA desk for Peru, in

connection with the contribution of C$610,000 for ESMAP work in Peru. An ESMAP

/..



Energy Assessment Status Mission had recently returned from Peru and theirreport is under preparation. This report identifies a number of prioritypre-investment and technical assistance projects in the energy sector some of
which could be implemented under ESMAP. It was agreed that the relevant ESMAPand CIDA staff would meet to discuss specific collaboration possibilities oncethe report has been completed and reviewed. In the case of Jamaica, the "BlueCover Assessment Report" would be out shortly and this would provide anopportunity to discuss CIDA support for ESMAP work in Jamaica. In the case of
CIDA support for ESMAP in Egypt, Colombia and Ghana, it was clear that nothing
further could be discussed at this stage.

14. It was agreed that UNDP/Bank/CIDA consultations should be held on a more
regular basis than had been the case in the past.

Thomas S. Cox
UNDP Division for Global and Interregional Projects
New York
29 March 1985
Revised 15 April 1985
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OFFICE MEMORANDUM

DATE: May 9, 1985

TO: Mr. Masood Ahmed, Acting Division Chief, ECYEA

FROM: William T. Mashler, Con lti

EXTENSION: 72781

SUBJECT: Energy Programme - iling System and Computerization

1. Earlier today you asked me to send you a note on some of the
suggestions I made verbally to you regarding some changes that might be
made in the filing system in the Energy Department.

2. With the rapid growth of the Energy Assessment and ESMAP
programmes which have taken place since their inception, I believe it may
be useful to consider the establishment of a more systematic and tighter
filing system than the one which exists at present. In going over
individual files for purposes of extracting information, I find that it
is difficult to trace correspondence and other papers, because the
information is contained in a whole array of files in different
offices. There does not seem to exist a central registry in the
Department which could 'classify, channel and ultimately file the
correspondence and documentation for easy retrieval and reference. Since
expansion of the programme is likely, may I suggest that a management
expert be brought in to review the situation and to recommend a filing
and retrieval system which could go a long way towards systematizing what
present appears to be rather diffuse.

3. At the same time, I would suggest that a review be undertaken
of the present computerization and retrieval programme in the Department
which to the best of my knowledge, does not at present cover sources of
financing, i.e. which bilateral, multilateral programmes finance a
particular project. In attempting to trace this information it is at
present necessary to go to files. Here again it may be useful to
consider what basic information -- not at present fed into the system --
should be included.

cc: Mr. Bates (o/r) (EGYEA)

WMashler: jrs

P-1867
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OFFICE MEMORANDUM

DATE: May 9, 1985

TO: Mr. Masood Ahmed, Acting Division Chief, EGYEA

FROM: William T. Mashler, Consul an

EXTENSION: 72781

SUBJECT: Relations with Bilateral and Multilateral Agencies

1. In going over Mr. Bharier's back-to-office reports and related
papers, it occurred to me that all of us who over the years have worked
with bilateral and multilateral programmes in specific fields, such as
energy, have relied heavily on memory concerning the offices and
officials with whom we have dealt without recording in our reports their
names, addresses and other details which could be useful to other units
and colleagues who might be called upon to contact them. Given the
substantial turnover in personnel in all agencies, including our own, it
seems to me that we could help each other and our successors as well were
we to record upon return from mission, the names, titles, offices,
addresses and other vital statistics which could then be centrally
recorded and updated to reflect changes whenever they are noted. While
this is only one method of tracing the main actors in this business it is
important to have a start at it for yet another reason. Frequently,
successors in agencies know little about their predecessors and possible
commitments they might have made. Some kind of running and updated
record of contacts together, possibly, with information on subject
matters discussed could be most helpful and consideration might be given
to computerize it. Similarly, contacts with firms and consultants,
especially, if they were made by public agencies could be helpful and
avoid searches in records which more often than not, as my exercise has
proven, do not reveal adequately or in some cases not at all the facts we
need.

2. While I cannot at this stage propose all the specific items
which might be added, I would suggest that those I have listed above,
together with others to be determined should be included as a matter of
course in all back-to-office reports.

3. May I also suggest that sometime in the near future this matter
should be given further and urgent attention since those items are
essential if a modicum of order is to be brought into the system. May I
say that this is by no means a criticism of anyone, but rather an obvious
need in a programme which relies heavily on contacts and financing by
bilateral and multilateral agencies.

cc: Mr. Bates (o/r) (EGYEA)

WMashler: jrs

P-1867



May 13, 1985

Mr. H. E. Wackman

Hal -

Re: Kenya Power Master Plan

You will have seen from Zia/Gunter's telexes that they feel it would
be useful to establish detailed evaluation criteria for the proposals to
carry out this study, and to communicate them to the firms involved so that
they can take account of these criteria and their respective weights in
preparing the proposals.

As both Zia and Gunter are away and since Humberto Chaves has been
responsible for preparing the project to date, could you please have him
draft a letter setting out these more detailed criteria.

I am attaching a copy of the criteria we used for the Coal Import
Action Plan study, which may'serve as a useful model.

Thanks.

3ahsoo d

MAhmed:aaf
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Annex1OFFICE MEMORANDUM Page" 7T

DATE: February 5, 1985

TO: Distribution

FROM: Masood Ahmed, Deputy Chief, EGYEA

SUBJECT: Kenya Coal Conversion Action Plan - Review of Consultants'
Proposals

After reviewing preliminary proposals submitted by various
consulting companies from Australia, six companies were short listed. In
December 1984, Zia Mian and I met with the companies in Sydney and
Melbourne. 1/ Now all of the companies have submitted final proposals
for undertaking Kenya study. One copy of each proposal along with TORs
for this study are enclosed for your evaluation. We propose that the
following criteria be used for this evaluation:

(1) Experience and level of knowledge in the field of
assignment and the capability of various partners
forming the team and the team members. The
following items should be evaluated with equal
weight. 60%

(a) Demonstrated capability to manage similar
assignments involving multi-disciplinary
teams.

(b) Expertise in all aspects of coal handling and
conversion including contractual and
procurement issues, coal transportation and
distribution economics, technology of coal use
in industry, environmental control
technologies and plant engineering.

(c) Experience in developing countries,
particularly in the East Africa region, in
general energy planning including interfuel
substitution, energy policies and analysis of
policies that impact energy demand management
and supply enhancement.

(d) Experience in shipping, including economics
and planning, and in rail and truck transport
economics, port operations, port engineering
system expansion planning, structural

1_/ (i) BHP Engineering, (ii) GHD Planner, (iii) Kinhill Stearns, (iv)
Longworth and McKenzie, (v) Macdonald Wagner, and (vi) Sinclair
Knight.



Annex 1
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engineering and economics of sea
transportation.

- (e) Experience in assessing the capability of
public and private sector institutions to
develop and implement large programs,
including legal and contract issues and
private sector regulations.

(f) Experience in public and private sector
financing of large projects including co-
financing, cost-sharing and development of
other attractive financing packages.

(2) Quality of proposal with regard to interrelation
between various project components, depth of
analysis in putting the proposal together, the
timing and work plan. 20%

(3) Qualifications and competence of the team leader to
manage a multidisciplinary team and produce an
effective report. 20%

During our discussions with the consulting companies, they were
asked to be flexible to accommodate at the request of the Bank, new
experts from other groups or outside if it is demonstrated that it would
improve the overall capability of a good proposal. All companies have
indicated their willingness to do so. The companies were also informed
of the budget constraints for this study. The financial criteria,
therefore, would be which proposal offers best value.

We will be grateful if you could complete your review of the
proposals by February 7, 1985. A meeting to discuss evaluations will be
held on February 7, at 3:30 pm. in Room D-629.

Distribution

Messrs.: Broadfield, '4ian, Sherbiny (EGYEA); Chaves Dyson ( P)
Gamba (IND)

ZMianjcl
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OFFICE MEMORANDUM

DATE: May 10, 1985

TO: Mr. Jean-Loup Dherse, Vice President, ETSVP

FROM: Masood Ahmed, Acting Chief, EGYEA

SUBJECT: Meeting with Mr. Georges Fournier

1. Subsequent to our meeting, Julio Camba and I had a long and
productive discussion with Mr. Fournier. He was particularly interested
in the rationale, scope and operating methods of ESMAP which we described

to him and also provided some documentation on. We also explored the
question of energy efficiency in transport in more detail. I explained
to him that this was a relatively new field of activity under ESMAP and
that we would welcome any guidance in terms of:

(a) a sharing of the experience of French transport companies (auto-
bus operators, freight companies, etc.) who have succesfullv
implemented energy savings programs;

(b) any documentation. on the impact of alternative incentive and
fiscal measures on energy efficiency in the transport sector;
and

(c) the names of consultants or other experts with demonstrated
expertise in this field.

He has kindly agreed to follow up on this through his contacts in the
French Energy Managers Association and will get back to us in a month or
so with his findings.

2. Finally, we talked briefly about the Elf-Aquitaine Scheme

whereby energy efficiency Investments are made in individual factories of

the Group on a reimbursable-upon-results basis. We suggested to
Mr. Fournier that the extension of this arrangement to companies outside

the Elf group could be of great interest in LDCs, particularly in

Africa. This type of arrangement could help to overcome the common
problem whereby a profitable energy conservation project cannot he

implemented because the company's overall financial and liquidity
position is too weak to incur the necessary investment expenditure. He
will explore this possibility within his company.

3. We agreed that Julio or I would meet with him during one of our
forthcoming trips to Paris to continue this exchange of ideas.

cc: Messrs. Gamba (IND); Saunders (EGY)

MAhmed:aaf

P-1867
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OFFICE MEMORANDUM
DATE: May 8, 1985

TO: EGYEA Staff

FROM: Masood Ahmed, Acting Chief, EGYEA

SUBJECT: Divisional Staff Meeting

There will be a divisional staff meeting on Wednesday at 3:00 pm
in Room D-556. The agenda will include:

- Reports from returning missions:

David - Niger
Ziad/Anwer - Pakistan
Al - Mauritius
Miguel - Botswana
Ursula - Benin/Togo

- I will bring you up-to-date on the reorganization and related
matters.

MAhmed:aaf

P-1867
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OFFICE MEMORANDUM

DATE: May 8, 1985

TO: EGYEA Staff

FROM: Masood Ahmed, Acting Chief, ECYEA

SUBJECT: Proposals for Cofinanced ESMAP Activi s

1. The next Quarterly Information Brief is due to be mailed on June
1, 1985. This will include, as usual, a brief description of half a
dozen or so feasibility studies or other projects which we would like to
carry out as cofinanced ESMAP activities because their cost exceeds
$100,000. As part of the discussions on the Annual Report which
hopefully will finally emerge from Print Shop next week and be sent to
donors straight away, it will also be useful to have a nortfolio of
specific project proposals for which cofinancing can be sought. Pinally,
such a portfolio is also useful in connection with developing the VY86
work program and resource requirements for FSTIA".

2. For these reasons, I would aprreciate it if you could let me
have your proposals for potential cofinanced ESMAP activities in the
countries on which you are working. In the first instance, there is no
need for a detailed description or justification of the proposed projects
-- a couple of sentences conveying the gist of the proposed stu 9y will be
ample. But, please do provide a cost estimate (no matter how tentative)
and some indication of how advanced the preparation of the proposal is
(i.e. ranging from "just thought of the concept" to "could start
implementation next week if funds were available").

3. Once I have received your proposals we can go through them and
establish priorities and allocate resources for carrying out the
necessary preparatory work for those projects where this apnears
warranted. To meet the QIB deadline, I would like to have your first
round of proposals by May 17. Please let me know if this is not reasihle
for any of you.

4. Thanks.

MAhmed:aaf

P-1867



WORLD BANK INTERNA TIONAL FINANCE CORPORATON

OFFICE MEMORANDUM

DATE: May 7, 1985

TO: Distribution

FROM: Masood Ahmed, Deputy Chief, EGYEA

SUBJECT: ESMAP: Kenya - Proposed Urban Charcoal/Fuelwood Project
Feasibility Study

1. I am attaching for your information and review the Back-to-Office report of the reconnaissance mission for the above study which wepropose to carry out under ESMAP with financial support being provi1ed bythe Netherlands Government. Also attached are a Pre-Study Tssues Paperand draft terms of reference for the work. The Issues Paper outlines theproposed approach as well as the major issues which the study will needto address. Both of these documents were drafted in the field Incollaboration with the staff of the Ministry of Energy and RegionalDevelopment as well as the Ministry of Natural Resources andEnvironment. While both ministries agree with the proposed annroach andhave asked for an early start of the work, the mission made clear thatthe documents were still to be reviewed within the Bank and the finalscope of work and timing would reflect any modifications resulting from
this review.

2. Please send your comments on the attached documents to JohnSpears, who is responsible for managing this study under ESMAP, or tomyself. We also propose to hold a meeting to discuss these comments assoon as all relevant staff dealing with energy issues in Kenya are backin Washington. The time and place for this meeting will he notified toyou shortly.

Attachments

Distribution:

Messrs. Bronfman, Christoffersen, Gusten, Loh, Wiinand, Wackman,
Shaukat, Schramm, Newcombe (EAP);

McBride, Jones (EA1); Schuh, Pickering, Coulter (AGR);
Rovani, Hume, Iskander, Dosik, Saunders, Bates, Mian, Grut (EGY);
Baig, Cleaver, Dewar (RMEA)

Mesdames: Marshall, McNamara (FAP)
cc: Mr. Spears (AGRI
MAhmed:aaf
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WORLD BANK, INTERNATIONAL FINANCE CORPORA TION

OFFICE MEMORANDUM
DATE May 1, 1985

TO Masood Ahmed Deputy Division Chief, EGYEA

FROM John Spear orestry Adviser, AGRPT

EXTENSION 61760

SUBJECT KENYA: Proposed ESMAP Urban Charcoal/Fuelwood Project Preparation
Evaluation - Back to Office Report

1. I visited Kenya between 25 and 30 March to discuss with GOK
arrangements for the proposed study.

2. Satisfactory agreement was reached with the Ministries of Energy
(MERD) and of Environment and Natural Resources and Agriculture to set up a
joint project Study Steering Committee located in MERD. A team of 1 Bank,
1 Dutch, 2 U.S. and 5 local Kenya consultants will do the evaluation.
Appropriate consultants were identified and are listed in the attached
note.

3. Whilst in Nairobi, I drafted a pre-study Issues Discussion Paper,
Terms of Reference for the study (which were agreed to by both Ministries),
and a revised schedule of study costs and phasing. Copies of all 3 are
also attached as an Annex to this BTO.

4. The study will start in July, 1985 and be completed by
December 1985. I met with the local Dutch aid Energy Sector attache
(Mr. de Beer), who would like to be kept informed of progress. Dutch Aid,
which is financing the study, could be a potential source of investment for
the project(s) to be identified.

5. The ongoing Kenya III Forestry project may h-ve unutilized funds
that could be used for initiating some of the pilot scale approaches to
involving farmers and private companies in growing fuelwood. That issue
should be discussed further with EAPCA. Some of the sectoral issues that
will be examined in this ESMAP study could provide an input into future
Bank forestry and energy sector/project preparation activities.

6. An Activity Initiation Brief (AID) is now under preparation and
will be issued shortly.

JSpears:ewg

P-1866
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FOREWORD

In September, 1984, agreement was reached between the Government of Kenya
and ESMAP on a proposed Peri-Urban Fuelwood study that would examine the
scope for additional investment in peri-urban fuelwood plantations.

Prior to embarking on this study, ESMAP decided to carry out a
reconnaissance mission to examine some of the likely issues that could
arise in the course of the study, and to give a better appreciation of the
scope of the study and its likely cost.

Accordingly, ESMAP Forestry/Energy Consultant, P. Dewees, visited Kenya in
February of 1985. His reportl/ generated preliminary data on the likely
costs and returns of growing fuelwood under various land ownership
situations.

The Bank's Forestry Adviser, J. Spears, visited Kenya between 25-29 March
to discuss these preliminary findings with representatives of the Kenya
Government's Ministry of Energy and Natural Resources, and to reach
agreement on the revised scope of work for the study. Terms of reference
were agreed with the Government and these have been circulated under
separate cover.

Because of the currently low level of fuelwood stumpage prices and the
uncertain economic viability of free standing energy plantations, it would
be prudent to phase the ESMAP study.

Phase I would re-examine the wood overall supply/demand situation and the
rationale for additional investment in fuelwood plantations. It would also
further examine the issue of pricing policies for fuelwood and charcoal.

Phase II, which would depend on the outcome of Phase I, would proceed with
more detailed project preparation.

Because growing of fuelwood is inextricably linked to the growing of wood
for other purposes, it has proved necessary to broaden the scope of the
original study and to examine the possibility for producing part of urban
fuelwood and charcoal supplies from more broadly based agroforestry and
industrial forestry programs.

This Issues Paper sets out the rationale for that conclusion and poses some
of the issues that will be addressed in the forthcoming study.

1/ Peri-urban Fuelwood Plantation Feasibility Study - A Preliminary
Assessment. P. Dewees, March 1985.
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Objectives

1. Phase I of the study planned for July/August 1985 will review

urban woodfuel demand/supply issues, land availability and the

recommendations of the Ministry of Energy and Regional Development's (MERD)

plans for ensuring future urban charcoal/fuelwood needs. Using the very

extensive information already developed by the Government of Kenya (GOK)

with assistance from Beijer Institute and other agencies, it will

re-examine the various options for meeting urban fuelwood/charcoal

requirements through, for example; intensified management of existing

forests, increased use of rangelands on a sustained yield basis, increased

agroforestry planting and/or additional peri-urban plantations established

either outside or inside forest reserves. Taking into account other

options for meeting household cooking needs (e.g., electricty,-LPG,

Kerosene), and the saving in wood demand that could be achieved via

improved energy efficiency and substitute fuels, it will suggest the

concept and phasing of a future forest investment program for meeting

future needs and indicate what could be the main components of a charcoal/

fuelwood project to be implemented during the period 1987-91. It

1/ Energy Sector Management Assistance Program.
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will identify the key constraints and sectoral policy issues that would

need to be addressed by GOK before that project could proceed.

2. An interim review of the Phase I findings will take place in

Kenya in September 1985. Assuming a positive outcome to Phase I of the

study, Phase II would prepare a charcoal/fuelwood development project

suitable for support by the Bank and/or other donors.

Introduction

3. This paper sets out some of the key issues that will need to be

addressed in the study including in particular:

* Alternative options other than wood for meeting cooking and

heating needs and the extent to which conservation and substitute

fuels could reduce fuelwood demand.

o On the wood supply-side, trade-offs between opening up of

rangeland or natural forest areas, and development of new

fuelwood resources both via agroforestry and new peri-urban

fuelwood planting.

o Land availability for fuelwood planting.

* Ways and means of encouraging farmer, local community and private

sector participation in fuelwood growing.
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0 Scope. for reducing costs of fuelwood grown on Government forest

reserves.

* Need for new technical approaches to increased biomass

production.

* Charcoal and fuelwood pricing policies.

o The environmental issues related to excessive overcutting of

rangelands and national forests.

Reassessment of the Current MERD Plan Proposals for Meeting Future

Charcoal/ Fuelwood Needs.

4. Current Kenya Government MERD Plan proposals are based on a 3

year detailed study of wood demand and availability carried out by GOK with

assistance of the Beijer Institute, the main conclusions of which are

summarized in Annex I attached. Total energy demand will reachl.1 billion

petajoules (PJ) by year 2000. Even taking into account the possibility for

reducing wood demand via conservation and use of substitute fuels, by year

2000, wood will still account for about 60 percent of total energy demand.

The study term will re-examine the MERD assumptions re other options than

wood for meeting household cooking and heating needs and place fuelwood

development strategy in that context.
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5. Improved energy efficiency, e.g., by use of more efficient

charcoal stoves and more effective use of waste logging residues from

government forest reserves have the potential to reduce wood demand from

753 PJ to 510 PJ by year 2000. After conservation, the following supply

side scenario is suggested:
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Table 1

MOE SUGGESTED WOODFUEL SUPPLY SIDE SCENARIO FOR YEAR 2000

Area of forest needed'on
a sustained yield basis

PJ % ('000 ha)

From additional Agroforestry 142 26 480 (1)
fuelwood planting.

Charcoal production from 113 22 20,000 (2)
economically accessible
rangelands being cut on a
sustained yield basis.

From existing farm trees 70 14 240
managed on a sustained

yield basis.

From replanting of cut over 70 14 306
indigenous forest located
in government owned forest
reserves with fast growing

fuelwood species.

From more intensive management 43 9 440
of existing natural indigenous
forest already under govern-
ment control. (This would

require additional investment
in forest roads).

From existing government 40 8 400
controlled natural forest
in already accessible
forest reserves (without
additional investment in
forest roads).

From newly established 19 4 165
peri-urban plantations

located either inside or
outside government forest
reserves.

Fuelwood produced as a by- 13 3 39
product of industrial

plantations already under
government control.

510 100 22070

(1) Net forest area assuming 10 percent of farm area planted to trees.

(2) i.e., 42 percent of a total rangeland area of 47 million ha.
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6. To summarize, MERD's year 2000 supply side scenario for meeting

local urban and rural fuelwood requirements suggests that:

40 percent of supply will come from farmlands;

34 percent will come from government managed forest reserves

(including 306,000 ha of fuelwood plantations);

22 percent will come from agricultural rangelands; and,

4 percent will come from peri-urban plantations outside

government forest reserves.

7. Of the total wood based energy demand of 510 PJ (i.e., after

applying conservation and substitute fuel measures), about 40 percent is

urban charcoal. Because it is economically possible to transport charcoal

to the urban areas over long distances (over 500 km), a study of the

proposed peri-urban plantation component of the above scenario in isolation

from rural fuelwood needs and from other wood based supply side options

makes no sense. Nor does it make sense to examine the need for discrete

peri-urban fuelwood plantations in isolation from the production of other

forest products. As will be discussed in para. 20 below, integrated peri-

urban fuelwood plantations producing a combination of e.g., wattle

bark/charcoal, or eucalyptus fuelwood plus transmission and building poles

or pulpwood/fuelwood could be a more profitable option in some peri-urban

situations than growing fuelwood alone. The ESMAP study should address

issues of the interchangeability of the above components of the supply side

scenario and examine the strategies that would meet future urban needs at
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lowest cost and with maximum possible impact on foreign exchange -saving via

reduced dependency on oil imports.

8. Further to illustrate this point, for example, the 113 PJ to be

derived from rangelands represent the potential supply from less than

50 percent of the total rangeland area. Only a 15 percent increase in the

rangeland supply side scenario developed above would eliminate the need for

investment in some 165,000 ha of new peri-urban plantations costing at

least US$80 million. The trade-offs that need to be re-examined are, on

the one hand, the additional foreign exchange cost of using oil or gasoline

powered trucks to move charcoal from the outlying rangeland areas, the risk

of environmental damage from possible overcutting of rangelands, versus on

the other hand, the increased plantation investment cost, potential oil and

foreign exchange savings as a result of shorter trucking distance to market

and the possible reduction in environmental damage (since plantation

supplies close to the urban areas could help to reduce pressure on the

natural rangelands and forests and thereby minimize the risk of

overcutting.)

9. Similarly, trade-offs should be re-examined between the

possibility of increasing the production of fuelwood by increased

harvesting of fuelwood from the natural forests versus new plantation

investment. A constraint to the former could be the risk of environmental

damage as a consequence of over exploitation of forests in very steep

catchment lands. Protected forests in critical watersheds should be

excluded from the exercise.
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10. Another underlying strategy behind the MERD proposal to establish

165,000 ha of peri-urban fuelwood plantations outside forest reserves was

that this might stimulate reforestation of overgrazed uplands and of under-

utilized municipality and other non forest reserve land. This component

and the proposed replanting of 306,000 ha of fuelwood plantations inside

government forest reserve with fast growing fuelwood species could be

interchangeable.

11. To summarize, the main objective of Phase I of the ESMAP study

will be firstly to re-examine whether additional fuelwood investment is

necessary and if so, whether it would best be channelled into either

opening up of new rangelands into more intensified management of existing

forests, into agroforestry or into new fuelwood planting? Or whether, as

in fact is already the underlying strategy behind MERD's current energy

plan, a combination of all the above is needed to ensure future urban

charcoal/fuelwood supplies?

Land Availability

12. Because of Kenya's high agricultural land values it has been

suggested that new large scale fuelwood planting should be concentrated on

marginal lands unsuited to agriculture. However, most such land is located

in the semi-arid areas with technically difficult soils, low and unreliable

rainfall and slow growth rates. This implies that it would take a long

time to solve the fuelwood crisis and secondly, that financial rates of

return to fuelwood growing would be low. Whilst the option should be
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re-examined, it seems likely that in the forthcoming ESMAP study, high

priority shoul4 be given to locating areas of marginal land in higher

rainfall areas, i.e., on existing farmland or (e.g., around Thika where

some of the former sisal estate land may still be available?)

Under-utilized municipality land may be a promising area for early review.

13. A key question is the extent of land availability for fuelwood

planting on smaller farms as part of integrated multi-purpose agroforestry

programs. The Beijer Institute studies suggested that as much as

40 percent of incremental fuelwood needs could come from this source. How

much of that could be available for meeting urban requirements?

14. Because of Kenya's high population density, low per capita income

in the rural areas, and paramount importance of food or agricultural crop

production in lands outside forest reserves, it is unlikely that there will

be areas of good quality farm land available for fuelwood growing in larger

scale discrete fuelwood plantations.

15. A key issue in examining that question will be farmers' and

private company willingness to devote land to free standing energy

plantations? If land rental values are taken into account, current

stumpage values for fuelwood would have to more than triple before

financial rates of return for such plantations begin to compete with

agriculture crops (see Annex 2 and 3). However, as is known from Bank

. experience elsewhere, large quantities of fuelwood can be generated as a

by-product of multi-purpose agroforestry programs (see Annex 4). How much
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fuelwood and charcoal for urban needs could be derived from multi-purpose

forestry planting? (To address that issue it would be necessary to take

into account the extent to which rural domestic fuelwood demand could be

met from agroforestry planting).

16. One obvious solution to the land availability issue would be to

utilize existing forest reserve land under government Forest Department

control. One reason for this approach is that it would avoid possible

food/fuelwood conflicts.

17. The scope for concentrating fuelwood production in good quality

forest reserve land in high rainfall areas (which have been set aside as

permanent forest re'serve because of the steepness of the land and the vital

role that forests play in protecting water catchments), should be

examined. Of the 1.5 million ha of forest land under government control,

less than 15 percent have so far been converted to industrial and fuelwood

plantations. Conversion of about 30 percent of the remaining land to

intensive fuelwood plantations would enable all of the additional peri-

urban plantation area envisaged in Table 12/ to be concentrated in

government controlled forest lands with good rainfall and excellent

conditions for tree growth. Priority should be given in the forthcoming

ESMAP study to examining the availability of forest reserve land situated

as close as possible to urban townships.

2/ i.e, 306,000 + 165,000 ha = 471,000 ha.
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The target groups for involvement in project implementatiorr.

18. Assuming, on completion of Phase I of the ESMAP study, it is

concluded that MOE's future supply scenario is reasonable and that the case

for establishing an additional 306,000 ha of fuelwood plantations in

government forest reserves (plus a further 165,000 ha of peri-urban

plantations outside government reserves) can be substantiated, then it

would seem essential, in order to achieve that scale of afforestation, for

GOK to involve all sections of the community in the planting program. The

necessary scale of planting (over 30,000 ha a year) is about 5 times the

scale of planting already being achieved by the Forest Department and it

would be virtually impossible for the Department to achieve the 5 fold

increase in planting on its own. A key issue in the study will be to

examine how the Forestry, Energy and Agriculture Departments can jointly

encourage small farmers, large farmers, local communities, non-government

organizations, private companies, and municipalities to participate in an

accelerated wood supply program in addition to what is already being done

by the Government's Forest Department itself.

Promotion of Agroforestry.

19. As noted above, agroforestry (i.e., growing of trees on farmland

in association with agricultural crops) is potentially a major source of

fuelwood both for domestic use and also for urban markets. Recent studies

by the Kenya Wood Fuels Energy Group has confirmed that the practice of

agroforestry is spontaneous and widespread. How could the Kenya Government
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most effectively ensure acceleration of agroforestry tree planting? The

options inclucde more active mass media promotion of agroforestry tree

planting, provision of subsidized tree seed and seedlings, strengthened

extension advice (in particular more effective coordination of forestry and

agricultural extension), etc. These options should be reviewed and

recommendations made in the ESMAP study for future action to the extent

necessary to ensure increased fuelwood production.

Strategy for involving small farmers in cash crop fuelwood planting.

20. Past experience in Kenya has demonstrated that there is scope for

involving small farmers in fuelwood growing by planting wattle (the

combined revenue from sales of bark and fuelwood yields high enough returns

to trigger off spontaneous investment). The market prospects for wattle

justify a modest expansion of planting. In involving small farmers as

outgrowers in producing fuelwood for specific wood burning rural industries

like British American Tobacco or the tea estates is also a well established

practice. The study should clearly identify such potential market outlets,

and examine land availability within an economic radius of each wood

burning enterprise. It should determine people's attitudes to cash crop

energy plantations. It should examine pricing policies for fuelwood and

charcoal and possible incentives (e.g., subsidized seedlings and extension

advice) that will stimulate farmer interest.
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Strategy for involving larger farmers and private sector companies.

21. Some of the larger private sector companies (e.g., tanning

extract, tobacco and tea) are already growing fuelwood on a commercial

scale. Usually this is for clearly identified industrial markets.

Financial rates of return to growing fuelwood as an integral component of

forestry schemes. that are producing other products such as tanning bark or

pulpwood will be financially more profitable than fuelwood alone. Priority

should be given to examining the potential for growing fuelwood on an

industrial scale as an integral component of multi-purpose schemes. For

example, the new pulp mill a Thika will stimulate the growing of pulpwood

as a cash crop by farmers situated within an economic radius of the mill

(say 60 miles?). Such pulpwood plantations could produce significant

quantities of fuelwood as a by-product. Similarly there may be scope for

expansion of industrial scale wattle plantations. Highest priority should

also be given to examining the possibility of replication of the British

American Tobacco fuelwood growing scheme in other parts of the country.

The new tea developments along the Aberdares for example, will require

significant additional investment in large scale fuelwood plantations in

that area.

22. The study should examine institutional and incentive arrangements

that could help to encourage larger farmer and private sector involvement

in fuelwood growing. For example, the most spectacular energy plantation

program in the world (located in Brazil), was carried out largely by the

private sector, encouraged through a system of fiscal incentives that made
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it possible to reduce their tax liability by ploughing money back into

forestry. Whether there is scope in Kenya for introducing such a scheme

will be investigated.

23. Another approach could be to channel a line of credit to larger

companies for fuelwood growing along the lines of the approach used for

establishing energy plantations in Minas Gerais in Brazil. A factor that

will tend to constrain company involvement is the low ROR from fuelwood

plantations if land values are taken into account and stumpage prices for

fuelwood remain low (Annexes 2 and 3). Pricing policy issues are further

discussed in para. 31 below.

Scope for private sector afforestation companies.

24. Private sector forestry contracting companies that carry out

afforestation work on behalf of private companies, individuals or other

agencies (e.g., municipalities), are a well established feature of the

forestry scene in some other countries (e.g., Chile, Brazil, UK, New

Zealand, USA, etc.). If an appropriate investment climate could be created

for encouraging fuelwood afforestation, it is "possible" that private

sector afforestation companies could play a role in the future. The study

should examine the experience of companies like the Economic Forestry Group

in UK4/ and see whether there could be any scope for introducing similar

approaches as part of this Kenya project.

4/ A group which, since 1950, has established over 1 million acres of new
forest on behalf of private sector clients who take advantage of
government fiscal incentive policy that favors tree planting.
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The role of the Government's Forest Department.

25. It is both inevitable and desirable that the Kenya Government's

Forest Department should continue to play a major role in future

charcoal/fuelwood programs. As noted above (Table 1), 34 percent of the

MORD's supply side scenario for year 2000 is based on fuelwood drawn from

forest reserves under the control of the Forest Department. Much of the

potential land for new fuelwood plantations also lies in Government

controlled forest reserves. The Forest Department will therefore have to

be closely involved in identifying potential fuelwood planting areas. It

is the largest afforestation agency in the country; over the last 25 years

it has established some 180,000 ha of fast growing industrial and 5,000 ha

of fuelwood plantations. It already has in place the basic infrastructure

to sustain a planting program of about 6,000 ha a year. There are over 100

-permanent forest villages within the forest reserves, each with its own

nursery, fire fighting equipment, vehicles etc. The Department has 60

professional forestry graduates and some 200 forestry technicians. It has

already launched a Rural Afforestation Program which is being supported by

the Bank and other aid agencies, and it operates a network of some 150 tree

nurseries spread throughout the rural areas of Kenya. In short, the Forest

Department will remain a key source of technical expertise for fuelwood

growing.

26. To provide more effective extension support for fuelwood planting

by small farmers, larger farmers and private companies, the Forest

Department will need further to strengthen its extension capability by
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training staff as Subject Matter Specialists so they can provide technical

backstopping for Department of Agriculture extension staff who will retain

responsibility for contact at the farmer level. Current arrangements for

coordinating Forestry and Agriculture extension need to be greatly

strengthened.

27. As noted above, the Forest Department has been planting over

6,400 ha a year in recent years. Erratic local funding, drought and other

problems have made it difficult to maintain that target. A key issue for

the ESMAP study will be to examine various options for involving other

sectors of the community in fuelwood planting and also the issue of how to

reduce the relatively high cost of plantation establishment in government

administered programs brought about by GOK employment policies that oblige

the Department to take on additional permanent labor without a

corresponding increase in operating budgets.

The need to reduce afforestation costs in Government forest reserves.

28. One possible way to reduce afforestation costs would be by

involving some of the forest workers already living in forest villages

(11,000) in growing and managing short rotation fuelwood crops on already

logged over indigenous forest land, using an extension of the current

'shamba'7/ system. Currently forest worker families can clear logged

7/ A system under which forst workers intercrop trees with maize, beans
and potatoes during the early years of tree establishment.
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indigenous forests (producing charcoal in the process) and grow maize,

beans or potatoes on forest land for 3 years (intercropped with plantation

trees) before moving on to another area. With fast growing short rotation

fuelwood crops it may be possible to subcontract the management of such

crops to forest worker families who would manage these plantations on a

sustained yield basis.

29. This is a politically sensitive suggestion because of the risk

that forest workers, given longer term rights to grow fuelwood in forest

reserves, might in time be tempted to switch to growing agricultural

crops. Nevertheless, if that formula could be made to work through well

orchestrated pilot scale programs (as it has been done for example in the

Bank financed Philippines Smallholder Tree farming project - where farmers

are growing pulpwood on government forest reserve land under an organized

credit program channelled through DDP), then this could be a very promising

way ahead for creating new low cost fuelwood supplies within Government

forest reserves.5/

Technical aspects.

30. The technical packages for larger scale fuelwood plantations are

already proven in the higher potential rainfall areas. The government has

already established over 5,000 ha of peri-urban fuelwood plantations

5/ Also see Brazilian experience where the Florestal Asecita company has
successfully involved its own forest workers in managing and producing
charcoal from Eucalyptus fuelwood plantations on a large scale.



TEXTNAME: kesmap (R)P: (new) 18'

-18-

outside the townships of Nairobi, Nakuru, Eldoret, Kitale, Kakamega,

Kisumu, Kapsabet, etc., using fast growing Eucalyptus species. -These were

originally established as a source of fuelwood for the railways. Since the

railway system was dieselised they have switched to being managed for

household energy production. The main changes in technology which are

needed in the future are more emphasis on close espacement planting, and

short rotation maximum biomass production. On poorer soils the scope for

using fertilizer should be examined. A key area for research is a likely

soil nutrient drain of intensive biomass cropping

Charcoal and fuelwood pricing policies - traditional versus commercial

production methods.

31. The Bank's Energy Sector Assessment Study of 1982 (paras. 4.26 -

4.29) suggests the possibility of large scale commercialization of charcoal

production as a way of conserving wood. The Kenya Beijer study included an

analysis of the charcoal marketing network. In summary, two major

conclusions can be re-emphasized from this study, namely:

0 That production is dominated by individual family producers in

the rural areas; as these family producers rely on charcoal

production as the major source of off-farm incomes, any severe

restriction on their activity (including limiting access to the

charcoal market), could jeopardize the viability of many small

rural households. (One estimate suggests that more than 10,000

households benefit from charcoal production, transport and

marketing).
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That transport and wholesaling are dominated by the informal

trade of wagon and taxi drivers. For nine months of the year

vehicles are essentially returning empty from the rural areas so

that charcoal is randomly collected from the roadside and brought

back as a 'free load'.

32. Such conclusions emphasize the importance of paying critical

attention to both producer prices and comparative transport costs in

determining the viability of commercial scale charcoal initiatives.

33. The calculation for the unit cost of energy delivered to Nairobi

households (to the cooking pot) is relevant to pricing policy studies.
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Table 1

- Fuel Costs in Nairobi, Kenya (US$/GJ)

Firewood 1.8
Charcoal 2.91
Kerosene 8.31
LPG (Butane) 13.16
Electricity 21.97

Source: Beijer Institute, 1982.

As can be noted from the above Table, firewood is half the cost
of charcoal, one sixth that of kerosene and less than one tenth
the cost of bottled gas. Electricity is more expensive by a
factor of eighteen.

Per unit weight, charcoal produced by traditional methods
requires ten times as much wood as simply burning fuelwood as
wood. This 10:1 ratio of charcoal to wood however, is not an
accurate energy comparison. Firstly, charcoal has twice the
calorific value per unit weight of wood reducing the ratio to
5:1. Secondly, within existing fire technologies charcoal stoves
are as much as twice as efficient as open fires reducing the
ratio of charcoal to wood to 3:1 or 2.5:1, per unit weight.
Table 2 illustrates this argument.

Table 2

CHARCOAL WOOD

a) By weight 10 tonnes 1 tonne

b) By Energy Content 5 tonnes 1 tonne

c) By Energy Efficiency 3/2.5 tonnes 1 tonne

The mission should update the above data and examine comparative economic

values for various fuels.

34. Given that much wood and most charcoal is still considered a

'free good', one would expect that the cost of charcoal to the end-user

should reflect at least a threefold price differential between wood and

charcoal, particularly if the cost of charcoal production is included in

the .charcoal price. As Table 2 demonstrates however, this is not true.

This can largely be explained by past Government pricing policy

interventions.
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35. In order to protect the environment, GOK decreed in 1981 that

wood should not be burnt in towns and, as a corollary, that charcoal prices

should be gazetted (fixed by government proclamation) for all major urban

areas. The price was fixed artificially low to encourage the transition

from wood to charcoal. Fuelwood cutting in rangelands for charcoal

production has accelerated sharply in the past two years. With the

notable exception of the Lonrho Eldoret wattle scheme, where charcoal is

part of integrated forest management, commercial charcoal producers have

had limited success. And where substitute feedstock has been used, such as

coffee husks, the situation is worse.

36. If the charcoal price remains low, commercial scale charcoal

operation cannot compete with the present informal production based on

existing transport networks unless charcoal is only one of a series of

products from the forest. If the price is forced to rise, a possible

undesirable environmental consequence could be increased short-term small

farmer production from newly opened over-exploited rangeland areas (which,

if unchecked, would lead to significant soil erosion). In the long run

commercial production will have to pay full labor and transport costs, a

cost that might make commercial kiln production non-viable. These are key

issues for further analysis. Does commercial scale or more efficient small

scale charcoal production have a role to play? Could it help to reduce

dependency on over-cutting of rangeland areas?
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37. Similarly, all calculations carried out so far indicate that

fuelwood stumpage prices are well below economic replacement cost. At

least a tripling of current levels would be needed to make free standing

fuelwood plantations financially attractive (Annex 4). However, raising

fuelwood stumpage prices would have the undesirable affect of accelerating

the overcutting of rangelands and natural forests outside forest reserves.

A key issue is that of how to raise fuelwood stumpage prices to the levels

needed to make growing of fuelwood crops profitable whilst at the same time

ensuring that these higher prices don't result in overcutting of natural

forests and environmental damage? Can investment in new fuelwood planting

close to urban townships help to take the pressure off overcutting on the

rangelands? How long would it take to get enough new fuelwood plantations

on the ground to ensure minimization of overcutting in the rangelands?

Could incentives such as low cost seedlings or credit accelerate that

process?6/

Production of charcoal from Government reserve land.

38. Logged-over forest reserve land being cleared prior to

establishment of industrial or fuelwood plantations is an existing and

potentially large source of charcoal. About 5,000 ha a year are now being

cleared. This could produce say 500,000 m 3 a year of waste wood that could

produce the equivalent of at least 50,000 tonnes of charcoal, i.e., enough

to supply 30 percent of current Nairobi consumption (those figures need to

6/ An AGR Research Project is planned to address that issue in FY86.
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be verified). The operation is carried out by forest workers given

temporary 'shamba' rights using traditional low cost production methods.

39. A key issue is how efficient are these charcoal producing

operations in forest areas: What is the potential for making more

effective use of logging residues and of the wood from forest reserve

'shamba' clearing?

40. In relation to pricing policy issues a key question is whether

increased charcoal production from government forest reserve land under

organized reforestation schemes (but still using the 'shamba' approach and

improved traditional methods) might be used periodically to "flood" the

urban market and to slow down production of charcoal produced by over

cutting of rangelands in environmentally sensitive areas?

Environmental Protection

41. A key issue is how serious is the rangeland overcutting from an

environmental point of view? Cutting from rangelands on a sustained yield

basis may not damage the ecology depends on the density of livestock

population. Many of the rangeland areas that were over-cut in the 1950's

have regenerated naturally. What are the facts about soil and land erosion

in cut-over areas? Do the cut-over areas regenerate adequately or are they

permanently 'desertified'? Could fast growing fuelwood plantations help to

compensate for the possible over-cutting of rangeland areas? (To

illustrate the argument, the area of fast growing plantations proposed in
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the MORD Scenario Table 1, i.e. , 471,000 ha could at full development

replace the cutting on a sustained yield basis of about 20 million ha of

rangelands. The benefits from plantation investment would include

assurance of tree fodder supplies for transhumant populations and reduced

risk of soil erosion in the range areas.

42. If the ESMAP study concludes that peri-urban fuelwood plantations

could make a significant impact on reduction of cutting in the rangeland

areas then such benefits should be taken into account in calculating the

ERR of the plantation investment? (See AGR draft note on "Economic

Analysis Techniques in Bank Financed Forestry Projects).
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PHASE II

Project Preparation

42. Assuming that Phase I of the study above addresses those issues

and that it reconfirms the earlier MERD, Forest Department and Beijer

Institute contention that additional peri-urban planting is needed, then

Phase II of the study will concentrate on detailed preparation of a project

that could be suitable for external aid agency support. The following is a

very preliminary indicative listing of possible project components.

Project components

The more obvious possibilities could include:

Charcoal production from (a) forest reserve land being cleared

prior to reforestation; (b) from rangelands and natural forests

situated outside forest reserves. The project could include

funding for opening of new rangeland area feeder roads. Much of

the investment needed for these roads could come from private

contractors working under licence. The project could include

technical assistance and finance for encouraging adoption of

improved charcoal kilning techniques. The ongoing improved

charcoal stove program could be encouraged and expanded.
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o Pilot scale operations aimed at testing incentives and new

institutional approaches for involving present charcoal burning

farmers and companies located within an economic radius of urban

townships or tobacco curing, tea estates or other rural wood

burning industries in growing fuelwood as a cash crop on land

situated outside forest reserves.

0 Accelerated support for agroforestry programs producing fuelwood

as one of the outputs of multi-purpose tree planting schemes.

o Credit financed private sector fuelwood programs outside forestry

reserves, particularly for larger farmers and companies.

* Large scale fuelwood plantations established by the Government 's

Forest Department in forest reserve land.

* Pilot scale schemes aimed at testing the possibility of involving

forestry workers in the growing and management of fuelwood

plantations within forest reserves.

Increased support for activities of NCOs that are engaged in

fuelwood planting (e.g., increased technical assistance support

for seedlings and other.inputs).
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0 Intensified agroforestry research particularly into techniques

for increasing biomass production, scope for involvement of the

agroforestry research experience of MERD Kenya Woodfuel Project

and for ICRAF involvement?

Financial support for continuation of inventory and resource

analysis studies in the rural areas building on the ongoing work

of the Beijer Institute's study group.

* Accelerated training of charcoal and forestry extension staff.

0 Publicity and mass media promotion campaigns for encouraging

fuelwood planting in both farmer and private company lands.

* Fellowships for training Kenyans in forest extension and improved

charcoal production methods e.g., a few senior forestry and

energy department staff should be financed to visit the Brazil

Florestal Asecita operations where a parastatal company has

successfully involved its own forest workers in the management

and production of Eucalyptus energy plantation charcoal on a very

large scale.
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RELATIONSHIP BETWEEN THE PROPOSED CHARCOAL/FUELWOOD PROJECT AND THE BANK

FINANCED KENYA III AND IV FORESTRY PROJECTS.

Kenya Forestry III may have some unutilized funds that could be

used for early implementation of some of the smaller pilot scheme

components of the above project and could begin to test farmer attitudes to

fuelwood planting and alternative possibilities for involving the private

sector.

Further forestry sector policy analysis and project preparation

will be needed for other aspects of Kenya Forestry IV (e.g., rural

afforestation, maintenance of ongoing industrial plantations, etc.). Those

issues will be addressed by EAPCA as part of its forthcoming forestry

sector and project preparation activities. This ESMAP urban and fuelwood

charcoal study could provide an input into energy sector policy studies

planned by EAPEG and the forestry sectoral policy issues that will be

addressed by EAPCA. The project preparation work could provide a basis for

appraisal of a significant part of Kenya Forestry IV.
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ANNEX 1

PROJECTED ENERGY RESOURCE REQUIREMENTS TO MEET KENYA DEMAND
(PJ)

Souce earPolicy Recommended
Source / Year 1980 1985 1990 1995 2000 y Scenario

Total wood 300.2 392.2 484.5 618.1 753.5 6 510.0
For firewood 207.0 253.8 300.4 359.2 416.9 355.
For charcoal 86.7 129.6 173.0 243.7 317.6 136.
For industry 6.5 8.9 11.2 15. 19.0 19.

Total oil 94.7 135.0 175.2 251.6 330.8 34 279.0
Import, refined 1.2 6.0 35.4 101.1 169.6
Imported crude 93.5 129.0 139.7 150.5 161.2
Domestic crude 0.0 0.0 0.0 0.0 0.0

Hydro 3.3 4.6 5.9 8.8 11.8 11.8

Geothermal 0.0 0.4 0.8 0.8 0.8 0.8

Elec. Imports 0.9 0.9 0.9 0.9 0.9 0.9

Wind 0.0 0.0 0.0 0.0 0.0 0.0

Coal 1.4 2.2 3.0 4.7 6.4 6.4

Biomass 8.7 10.6 12.4 14.7 16.9 22.5

Solar 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL SOURCES 409.3 545.9 682.6 899.5 1121.1 831.0

1/ Is the recommended MOE policy after taking into account conservation and substitute
fuel possibilities.

Source: Beijer Study, page 118.
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ANNEX 2

COMPARISON OF GROSS VALUE PER HECTARE FROM GROWING AGRICULTURAL CROPS

COMPARED WITH WATTLE BARK/FUELWOOD GROWING

ESMAP Working Paperl/

Yield (1) Value (2) Gross Value
Crop (tons/ha) (Ksh/ton) (Ksh/ha)

Coffee 0.86 33360(3) 28578
Tea 1.06 22394 23690
Sisal 0.53 5110 2708
Sugar cane 28.23 183 51-67
Wheat 1.48 2254 3337
Maize 2.21 1600 3541
Wattle bark 1.08 700 756(4)
& fuelwood 2087(5)

Fuelwood 15.0 110 1650

(1) Yields averaged from production in 1964, 1967, and 1971. Current
average yields are somewhat higher. From: World Bank (1982).

(2) 1983 prices. From: Republic of Kenya (1983).
(3) Value for clean coffee.
(4) 1985 prices.
(5) Fuelwood increment of 12.1 cu.m./ha yr @ Ksh 110/cu.m.

1/ P. Dewees, March 1985.
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ANNEX 3

Table 1

ESTIMATED COSTS AND RETURNS FROM GROWING FUELWOOD

ON PRIVATELY OWNED FARMLAND

Tree growing for fuelwood in block
plantations on private farmland or company
land and the sensitivity of financial rates
of return to the cost of land. (See ESMAP
Working Paper, P. Dewees, March 1985).

Production for Fuelwood Priced at Ksh/110 cu.m.
Annual Rental Mean Annual Increment
Value of Land (cubic metres/ha/yr)
(Ksh/ha) 10 15 20(1) 25 30

Financial Rates of Return (percent)

0 22.2 27.7 31.9 35.4 38.3
500 6.9 13.4 18.2 22.0 25.1

1000 <0 3.8 9.1 13.2 16.5
1500 <0 <0 2.0 6.6 10.1
2000 <0 <0 <0 0.9 4.8

(1) This would be a reasonable average for planning purposes.

The above Table suggests that if land rental values exceed Ksh.500/per ha
(US$30 per ha/per annum approximately) which in many peri-urban situations
they do, then at growth rates below 20 cu.m/per ha/annum, growing fuelwood
as a free standing crop is financially unattractive.
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ANNEX 3

CONTRIBUTION OF RURAL CRARCOAL PRODUCTION
TO THE ECONOMY

Nairobi demand for charcoal in 1985 is extrapolated from the eijerInstitute's data to be around 158,000 tons .Itietmadtatron
one and a half man-days will be required to clear land of I cubic metre
of wood (somewhat more than would be required to fell the same amount of
wood from a plantation) Another day would be required to dig a pit, toburn the charcoal, to bag it, and to sell it. Assuming awood-to-charcoal conversion efficiency of 14 percent (about 10 cubicmetres required per ton of charcoal), and assumng that I cubic metre of
wood weighs .715 tons (a standard assumption in the wood balanceestimates in this report) it will require 3.9 million man-days ofemployment to process 158,000 tons of charcoal.

Assuming charcoal burners will be able to clear KSh 15 per 30 kgsack of charcoal (a conservative estimate as it is often priced higher),their income per ton of charcoal is around KSh 500. If Nairobiconsumption is 158,000 tons, this will produce KSh 79 million (K.Pounds3.95 million). Assuming a profit margin of 25 percent for charcoaltransporters, wholesalers, and retailers, another K.Pounds 1 million isgenerated.
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ANNEX 5

ESIMATED COSTS AND RETURNS FROM GROWING FUELWOOD

. IN FOREST DEPARTMENT PLANTATIONS

ESMAP Working Paper (P. Dewees, March 1985)

Financial rates of return for producing
fuelwood in Forest Department Managed
Plantations and in Shamba-type Plantations.

Forest Department Managed Shamba-typel/ Fuelwood
Fuelwood Plantations Plantations

Mean Stumpage Rate Stumpage Rate
Annual (Ksh/cu.m.) (Ksh/cu.m.)

Increment
(cu.m/ha/yr) 40 50 60 70 80 40 50 60 70 80

Financial Rates of Return (percent)

10 <0 1.5 4.7 7.1 9.2 <0 3.8 7.1 9.6 11.715 1.4 5.9 9.2 11.9 14.2 3.6 8.3 11.6 14.3 16.6
20 4.4 9.1 12.6 15.6 18.1 6.8 11.6 15.0 17.8 20.125 6.9 11.7 15.5 18.6 21.3 9.3 14.2 17.8 20.7 23.130 8.9 14.0 18.0 21.3 24.1 11.4 16.4 20.1 23.0 25.5

The above Table suggests that current fuelwood stumpage rates
(Ksh.20.0/per cu.m.) would need to at least triple before plantations
growing at 20 cu.m./ha/yr would be financially attractive.

1/ Shamba plantations are those in which forest workers intercrop the
growing trees with agricultural crops for 2-3 years at the beginning of
the rotation.
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WORLD BANK ESMAP PROGRAM

URBAN CHARCOAL FUELWOOD PROJECT PREPARATION STUDY

FIRST DISCUSSION DRAFT

SUGGESTED COMPOSITION OF PROJECT PREPARATION TEAM

Project Preparation Study Steering Committee Team

Ministry of Energy, Department of Energy - Permanent- Secretary or nominee
Energy Planner

Ministry of Environment & Natural - Permanent Secretary or nominee
Resources Forestry Dept. CCF (or Rep.).

Ministry of Agriculture - Senior Agr. Extension Spec.

Technical Adviser - K. Openshaw (Energy
Initiatives for Africa

Suggested Composition of Pr ject Preparation Team

Team leader, Study manager - R. Dewar

Energy Planner - M. Jones (ex MOE)

Forestry Plantation Specialist - D. Kamweti (Forestry
clanagement and Plantation
Specialist).

Rural Afforestation Specialist - B. van Gelder, Agroforestry
Specialist

Forest Economist - P. Dewees (World Bank Energy
Forestry Consultant).

Energy Economist - L. Bailey (MERD).

Transportation Specialist - J. Mwisaka (EIA).

Sociologist - To be nominated by MERD (Kenya
national - Susan Mirae?).

Manpower Training Specialist - To be nominated by Kenya
Forest Department.
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Suggested Phasing of Project Preparation Study

PHASE I - July - August 1985

Identification of Project and of key sectoral issues - 4 weeks field plus

4 weeks report writing.

This phase will examine demand/supply issues, establish various options for

meeting future demand, possible impact of conservation, substitute fuel and

pricing policies on fuelwood demand, the level of new afforestation needed

and alternative options for new afforestation involving both private and

public sectors. It will identify the proposed project target groups and

make preliminary estimates of project costs and returns.

INTERIM REVIEW - September 1985

Before proceeding with Phase II, there will be an interim review with GOK

to examine project concepts and planning issues that would need to be

resolved before the project could proceed.

PHASE II - October - December 1985 - Detailed Project Preparation - 4 weeks

field plus 6 weeks report writing.

This will prepare detailed project description, cost and return estimates,

organizational arrangements, etc., as a basis for appraisal.
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KENYA

PROJECT PREPARATION STUDY

DRAFT TERMS OF REFERENCE FOR PROJECT PREPARATION TEAM

Objective

The primary cbjective of the study is to identify and prepare for

a combination of Kenya Government and external aid support an urban

charcoal/fuelwood project that, as soon as possible, can begin to address

the issue of how to ensure adequate future supplies for Kenya's main urban

townships.

Team Leader (R. Dewar)

The Team Leader will be responsible for the overall organization

of the project study, for supervising the work of the individual members of

the team, for liaising with the Kenya Government's Steering Committee and

ensuring that they are regularly consulted on the study's progress. Also

for organizing the work program of individual consultants and for the

overall quality of the project preparation report. He will be responsible

for logistics, finance, travel and per diem, including lodging, vehicles

and other arrangements. Also for organizing typing and support services,

including securing reference material and other publications from the Bank

and abroad.



4XTNAME: tors (R)P: (new) 02
-2-

He will be responsible for discussions with GOK and appropriate

institutional arrangements for ensuring effective coordination between the

Ministries of Energy, Environment and Natural Resources and Agriculture.

Based on the mission members' studies, he will assess the relative

distribution of new supply side initiatives between the private sector,

small farmers and the Government.

He will examine issues relating to the willingness of Government

to involve forestry workers, small farmers or private sector companies in

growing of fuelwood under leasehold or other appropriate tenure

arrangements on Government or Municipality owned land. If Government is

acceptable to that idea, he will assist in designing pilot scale programs,

that will test the validity of this approach in various locations.

He will examine the issue of the extent to which additional

inventory studies might be needed as part of the project both for improving

knowledge on the availability of land for fuelwood planting in both

government forest and non forest reserve land.

In relation to overall project design, he will ensure that there

is an appropriate balance between conservation measures (e.g., improved

charcoal production, substitute fuel measures, e.g., using alternative

renewable or modern fuels) and supply side oriented initiatives involving

either intensified production of fuelwood and charcoal from existing forest

land or by growing of new plantations or farm trees outside forest

reserves.
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Energy Planner (M. Jones)

The Energy Planner will be responsible for examining the

following issues:

Existing patterns of charcoal and fuelwood use and also identify

the principal flow patterns for charcoal and fuelwood into the urban

areas. In consultation with the Charcoal Production, Sociologist and

Forestry Specialists of the mission, he will review the extent to which

charcoal and fuelwood supplies are derived from (a) natural forest

rangelands located outside forestry reserves; (b) natural forest from

Forest Department managed forest reserves, (particularly from forests being

cleared for industrial plantation or for fuelwood plantation or

establishment; (c) Forest Department fuelwood plantations.

Key policy issues which he will address in the course of the

study will include an examination of how much charcoal can be produced from

rangelands or from private sector and farm trees managed on a sustained

yield basis (i.e. , without overcutting and causing environmental damage?).

He will examine policy measures through which the Government could

influence the rate of cutting and production of charcoal from private

lands. In conjunction with the Charcoal Specialist of the mission he will

examine how much wood could be saved by introducing more efficient charcoal

burning methods.
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He will work together with the Forestry and Energy Economists in

examining the trade-off between fuelwood and charcoal and other renewable

or modern fuels and in determining the extent to which substitute fuel and

conservation initiatives could help to reduce the overall level of future

fuelwood and charcoal demand.

He will assess the future levels of urban demand for charcoal and

fuelwood to year 2000. He will assess potential sources of supply to year

2000 and establish the size of the likely gap between supply and demand

taking into account potential savings in wood consumption via more

effective conservation or substitute fuel measures. He will integrate the

data developed on all parts of the study on prospective urban demand and

supply of wood fuels. He will evaluate impact on demand from prospective

efficiency improvement in stoves and improved kilns.

In conjunction with the Forestry Specialist of the mission, he

will examine the availability of land for additional fuelwood planting:

(a) outside forest reserves; and, (b) within forest reserves taking into

account recent LANDSAT and other studies already carried out by GOK's

Ministries of Agriculture, Environment and Natural Resources.

In conjunction with the mission leader and other team members, he

will assist the mission leader in determining the issue of the size of the

additional planting programs that should be.carried out by (a) small

farmers, (b) large private sector companies, (c) Government Forest

Department and in determining what would be a realistic planting program

for the period 1987-91.
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Forestry Plantation Specialist (D. Kamweti)

The Forestry Plantation Specialist will be responsible for

developing the physical input/output data for the size of plantation

program that could be undertaken in the period 1987-91 inside Government

forest reserves.

His calculations will include production of fuelwood under two

scenarios: (a) free standing fuelwood plantations grown for fuelwood or

charcoal production within Government forest reserves; and, (b) fuelwood or

charcoal that could be produced as a by-product of industrial plantations.

He will recommend the appropriate species for planting and

provide technical specifications for key issues such as planting distance,

weeding schedules and harvesting methods. He will calculate the yields for

project fuelwood crops under various ecological conditions.

He will provide to the economist of the mission details of the

physical equipment (vehicles, nursery equipment, etc.) together with an

estimate of the staff needs for implementing the proposed plantation

investment program

In addition, he will assist the Energy Planner in reviewing the

availability of land for fuelwood planting both within and outside forest

reserves and also the supply of wood from various sources. He will develop

and ascertain data on the existing land inventory and land use according to

agricultural potential and by geographic region.
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He would assist the mission leader in defining supplementary

forest inventory needs.

Rural Afforestation Specialist (B. van Gelder)

The Rural Afforestation Specialist will be particularly concerned

with the issue of how to generate additional fuelwood/charcoal supplies

from privately owned farm, private company or municipal lands outside

forest reserves. He will examine two different alternatives: (a) the

prospects of producing fuelwood as a free standing crop, (b) fuelwood to be

produced as a by-product of multi-purpose on farm tree plantations

(particularly wattle), both for wood burning industries, pulp, tobacco

curing, brick burning, tea estates, etc., and also for urban household use,

identifying the location of planting and specifying private sector

companies that would participate in the project.

As for the Forestry Plantation Specialist, he will develop

detailed physical input/output data for on-farm forest, private company or

municipal planting. He will provide the Economist with the details of the

vehicles, equipment, staff and other needs for implementation of the scale

of planting that is considered to be feasible for 1987-91.

Forestry Economist (P. deWees)

The Forestry Economist will be responsible for examing financial

and economic viability of fuelwood and charcoal being produced under

various different scenarios, in particular:
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Frea standing fuelwood/charcoal plantations grown by farmers or

companies on agricultural waste land or municipal land outside

forest reserves (which will necessitate a review of the economic

trade-off between agriculture and fuelwood crops).

* Free standing fuelwood/charcoal plantations being planted in

cutover government forest reserve land.

o Fuelwood/charcoal being produced as a by-product of multipurpose

planting in farm forestry plantations. A particular fuelwood

being produced as a by-product of pulpwood, wattle or industrial

plantation programs.

o For each of the above situations he will estimate cost and output

data.

o He will prepare detailed investment profiles for the project and

calculate financial and economic rates of return. In calculating

the investment needs for the project, he will take into account

the standard Bank physical and price contingency factors.

In calculating the economic return of the project he will examine

the justification for shadow pricing of labor and adjust financial to

economic prices taking into account the conversion factors derived from

Kenya country data.
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He will assist the Energy Economist in assessing the likely

financial competitiveness of alternative production options for charcoal,

particularly the issue of traditional burners who are producing charcoal

from rangelands versus the issue of charcoal produced from either clearing

of natural forest or from new plantations.

Energy Economist (L. Bailey)

The Energy Economist will be responsible for examining the

trade-off between charcoal fuelwood and other renewable or modern fuels.

He will examine pricing policy issues relating to charcoal and fuelwood

production and in particular the possibility of reducing the overall levels

of wood demand by subsidized pricing policies for other renewable or modern

fuels that could help to slow down the current rate of forest extraction

and to conserve existing supplies.

He will, in conjunction with the Charcoal Production Specialist

and Forest Economist, assist in a review of the competitiveness of charcoal

drawn from rangelands versus the issue of charcoal produced from on-farm

plantations or government forest reserves. He will evaluate technical and

economic alternatives for charcoal stoves (e.g., kerosene and electricity

and charcoal stoves efficiency improvements).

He will make recommendations for any pricing policy adjustments

or other subsidy and incentive programs that will be needed to encourage

production of fuelwood and charcoal close to the urban centers. He will
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assist the mission's Forest Economist in preparing detailed investment

profiles for the project forestry components.

Based on findings of the Charcoal Production, Marketing and

Transportation Specialist, he will spell out detailed investment

requirements for introduction of improved charcoal production methods. The

possibility of stimulating adoption of improved kilns via credit or other

incentive mechanisms will be examined and recommendations made for

inclusion in the project of a component for ensuring adoption of improved

charcoal burning methods.

Charcoal Production, Transportation and. Marketing Specialist (J. Mwisaka)

The Charcoal Production, Transportation and Marketing Specialist

will be responsible for a review of the technical aspects of current

charcoal production methods, taking into account all the previous work that

has been done in this area by Government of Kenya, Beijer and other

agencies. In particular, he will be concerned with a review of the scope

for improving the efficiency of charcoal production by introduction of more

efficient kilns.

He will examine the current transportation methods for charcoal

and make recommendations for any possible improvements that could result in

reducing costs or saving wood.
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In relation to making. effective use of logging and forest

residues being produced from Government forest reserves from the annual

clearing of some 5,000 ha of forest being prepared for industrial and

fuelwood plantations, he will examine current charcoal methods and the

possibility of improved recovery. He will make recommendations for any

changes to the current methods that could lead to more effective

conservation and existing supplies and in conjunction with the Energy

Planner, design delivery mechanisms for ensuring adoption of improved

techniques.

He will examine marketing mechanisms for charcoal and in

conjunction with the Energy Economist, review the options for government

intervention in pricing and marketing of charcoal in any way that could

help relieve pressure on rangeland forest resources and to stimulate the

planting of fuelwood as a free standing crop close to urban centers.

Sociologist (To be nominated)

The Sociologist will be particularly concerned with the on-farm

forestry aspects of the proposed urban charcoal/fuelwood project. In

relation to fuelwood planting programs, the Sociologist will design and

organize with appropriate existing institutions in Kenya a systematic

household sample survey of farmers situated within an economic fuelwood

planting radius of main urban townships and wood burning rural industries.

A key issue will be the readiness of farmers to enter into fuelwood growing

either as a free standing crop or in conjuction with the growing of multi-
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purpose tree crops for production of poles, fuelwood or other products. In

particular, t1re Sociologist will examine the attitude of farmers and local

communities to accelerated fuelwood growing as an alternative to using the

same land for production of agricultural food or cash crops.

The Sociologist will examine what incentives are likely to be

needed to trigger-off spontaneous interest in fuelwood growing by farmers,

local communities, municipalities and private companies. The Sociologist

will assist the Charcoal Specialist in the survey of traditional charcoal

production to determine their numbers, characteristics and volume of

production. Also assess alternative means to incorporate them into the

program including cooperative, training and financing. The Sociologist

will prepare a costed proposal for a 3 month farmer/household tree planting

attitude survey to be carried out prior to project implementation and

suggest alternative Kenya institutions that could carry out such a survey.

Manpower Training Specialist (To be nominated)

The Manpower Training Specialist will examine additional manpower

requirements for carrying out the proposed investment program in the period

1987-71. He will examine the possible need for retraining of traditional

forestry and energy staff in extension techniques that would enable such

staff to act as subject matter specialists working in conjunction with

extension staff from Agriculture, Energy or other Ministries.
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The Manpower Training Specialist will examine the training

curriculae foii professional and technical level energy and forestry staff

and in particular, the extent to which ongoing training courses are

appropriate for training people for future involvement in forest energy

related development programs.

He will also examine the required extension effort necessary to

incorporate traditional charcoal production into the program including

introduction of alternative production techniques.
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KENYA PERI-URBAN FUELWOOD PLANTATION
FEASIBILITY STUDY :

A Preliminary Assessment

Peter A. Dewees
Institute for Development Studies

University of Nairobi

15 March 1985

1. Background

Studies of Kenyan energy sector supply and demand, carried out bythe Beijer Institute of the Royal Swedish Academy of Sciences (O'Keefe,et al., 1984) and by the World Bank's Energy Department (World Bank,1982) have indicated that urban demands for woodfuels will increase
dramatically over the next two decades. It has been envisaged in thecurrent Development Plan (Republic of Kenya, 1983) that these demandscould be met from a combination of sources: from more intensively
managed government forest reserves; from publicly and privately-managed
peri-urban fuelwood plantations; from trees managed on farmlands aspart of sustainable agroforestry systems; and as a byproduct ofindustrial plantations for other forest-based products.

Reservations have been expressed about the likely financial andeconomic viability of growing fuelwood under several of these
alternative scenarios. Initial findings from an ESMAP desk review ofthe economics of fuelwood production in Kenya suggested that there wouldhave to be quite substantial increases In stumpage prices for fuelwoodgrown in publicly-managed schemes before these approaches would befinancially viable (Grut, 1985). Further, several major policy
decisions would have to be made if farmers were to be encouraged to growtrees for urban woodfuels markets. This study has been carried out inorder to test the preliminary financial models of woodfuels productionprepared by ESMAP and to suggest possible approaches to be taken in a
subsequent pre-investment study.

2. Scope of Work

In general, the purpose of this study has been to examine the
financial viability of several alternative approaches for growing
woodfuel for the Nairobi market. A number of key questions needed tobe addressed :

-- Current and pro cted demands for woodfuels in Nairobi. How
large is the urban demand for fuelwood and for charcoal? To what
extent are these demands commercial ones? If current levels ofconsumption are maintained, what levels of demands for woodfuels
can be expected to develop over the next 15 years or so?
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-- Sources of suoply. How is the market for woodfuels in Nairobistructured? How are current demands being met?

-- The fiinancial viability of growing woodfuels. Is tree growing
for woodfuels production a financially attractive venture for theForest Department, for wood-based industries, or for individuals?What experience has been gained in the area of growing woodfuels tomeet market demands?

-- Constraints and opportunities for growing woodfuels. Whatconstraints limit the ability of the government, farmers, orindustries from growing fuelwood for Nairobi markets? Howsensitive are financial returns to changes in the stumpage rate forfuelwood? What would be the impact of a fuelwood production
programme on rural employment? How could tree growing for fuelwoodbe made profitable vis-a-vis strategies which already meet existingdemands? How does fuelwood production compare with other
productive land-use strategies? How would potential land costsaffect financial returns?

Clearly, answers to these questions could provide a better focusfor subsequent investment studies of the potential for growing
woodfuels for Nairobi markets. Particularly, a better understanding ofsome of these issues would provide guidance for the development ofsound energy, environmental, and settlement policies which could bettercomplement any intervention in the forestry sector.

3. Preliminary findings

From the start, it became clear that attempts to directly addressany of these questions would highlight broader questions and policyissues which were clearly beyond the original scope of this study.These issues notwithstanding, several-general, albeit preliminary
conclusions should be.emphasized here:

-- At current stumpage rates for fuelwood, fuelwood plantations
managed by the Forest Department would not be financially viable.It is conceivable that production from plantations could bemarginally economic if stumpage rates were tripled. Production
however, would have to be fairly efficient, and fuelwood produced
on plantations would have to be able to compete with charcoal whichis produced in rural areas at virtually no cost. Finally, if landcosts are included in the analysis, potential returns become veryunfavorable.

-- Under very limited circumstances, at current producer price
ceilings, the growing of trees for conversion into charcoal forurban markets may be a financially viable proposition for theForest Department or for private landowners. This is only truewhere land and overhead costs are low and where-charcoal conversion
efficiencies are exceptionally high. If land is well-suited forgrowing trees, it will likely be suited for growing other morehighly-valued agricultural crops as well. Consequently, The
potential cost of crop production foregone could be quite high. Inaddition, the ability of commercial charcoal producers to competewith traditional charcoal burners is likely quite limited.



-3-

-- Under certain conditions, smallholder production of woodfuels isfinanraally attractive. There is widespread evidence thatsmallholders, especially in the most densely populated areas of thecountry, are already seriously engaged in tree growing. The extentto which these activities could be stimulated in order to targetproduction to meet urban demands for woodfuels is unclear. Primarydisincentives which constrain smallholders from growing woodfuels
for the Nairobi market include land and legal constraints, poorproducer prices for woodfuels vis-a-vis other cash crops, existingand heavy rural demands for woodfuels, and the inability ofsmallholders to compete with the already well-established networkof rural charcoal producers.

Regardless of whether or not fuelwood production appears to befinancially attractive in the abstract, two particular issues willprobably have a greater impact on whether or not fuelwood productioncan be undertaken on a scale large enough to have any impact on urbandemands. The first is of course the question of land. Land which isof suitable quality for tree cultivation is often already being usedfor other more highly-valued purposes, for instance, as agricultural
land, as forest reserves, or for settlements. Other lands which areavailable are most often poorly suited for tree growing. A secondcritical question deals with the ability of woodfuels, produced as aresult of a tree growing programme, to compete with woodfuels,
primarily charcoal, which are already sold in Nairobi markets. Both ofthese questions are briefly discussed in sections 5 and 8 below.

The demands for woodfuels in Nairobi are already quite substantial
and will increase tremendously over the next decades. Urban householddemands are estimated to be around 1.5 million cubic metres of fuelwood
equivalent in 1985, of which at least 60 percent is consumed in theform of charcoal. Industrial and commercial demands for woodfuels inthe Nairobi area account for another 100,000 cubic metres. Undermoderate assumptions of urban growth.(4 percent per annum), and
assuming that per capita demand is static (which of course it isn't),the demand for woodfuels in Nairobi could easily double by the year2000.

It is a characteristic of the structure of demand that charcoal
is prefered over fuelwood for household consumption. Charcoal has theclear advantage over fuelwood of being easily transported, of beingrelatively easy to cook with, and of being smokeless. By income group,
consumption of charcoal by the second, third, and fourth quintiles
accounts for 90 percent of total urban household demand. Although
virtually all charcoal is bought and sold, fuelwood which is used byhouseholds is generally not marketted. The fact that it seldom passesthrough the marketplace probably explains why around 85 percent of urbanhousehold demand is acounted for by the lower 3 income quintiles. Even
if woodfuels were to become available to meet urban household demands inNairobi through a tree planting programme, the fact that charcoal ismarketted and fuelwood generally is not has important policy
.implications which should affect the scope and nature of any possible
intervention.

4. Financial Returns to Woodfuels Production on Fully-costed
Plantations and on Shamba-type Plantations
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There has been considerable experience gained with the productionof wood oAi block plantations in Kenya, which have been managedprimarily.for pulpwood and for sawtimber. These plantations are fullymanaged by the Forest Department, and stumpage rates for pulpwood andsawtimber generally reflect the cost of plantation establishment
maintenance, and harvesting. Alternatively, where soil is good enoughfor farming, the "shamba" system allows farmers to cultivate the landfor 2 to 4 years before trees are planted by the Forest Department.
Shamba"-type plantation schemes have the advantage of allowing farmersto intercrop until crops are shaded out by the trees. This reducesweeding costs, and some revenues are gained from shamba fees which arelevied from farmers for use of the land (currently KSh 15/ha per year,although it has been recommended shamba fees be increased to KSh 7

5/hayear). There are over 8,500 farmers engaged in Shamba-type plantation
forestry. None of their plots are anywhere near Nairobi, and thusNairobi markets for charcoal and fuelwood are relatively inaccessible.

Revenues from the reserves come from the sale of wood -- fuelwood,
pulpwood, or sawtimber, depending on the scheme. Practices regulatingthe sale of fuelwood are somewhat variable. Wanainchi, for instance,are allowed to collect a headload of dead wood per day from mostreserve areas by paying a permit fee of KSh 4 per month to the ForestDepartment. Assuming that a headload of wood weighs anywhere from 10to 40 kg, stumpage rates for collected fuelwood work out to be roughlybetween KSh 2.4 and KSh 9.5 per cubic metre. The vast bulk of the
fuelwood which is taken from reserves and plantations is harvested andpurchased by fuelwood contractors who pay stumpage fees to the ForestDepartment which vary from reserve to reserve. They range anywhere fromKSh 5 to KSh 30 per cubic metre. The current weighted average is KSh19.22 per cubic metre. These stumpage rates compare with current
stumpage rates for pulpwood of KSh 111 per cubic metre.

As part of the Beijer Institute's study of energy supply and demandin Kenya, Openshaw (undated) prepared several models of fuelwood
production from Forest Department-managed plantations and from
shamba-type plantation schemes. He repo'rted potential returns of
between 9 and 13 percent for Forest Department managed plantations andbetween 11.5 and 14.5 percent for shamba-type plantations. In this
study, we have used Openshaw's labour budgets, but have changed
production costs to reflect 1985 prices. The plantations described byour models are managed over 32 years in four 8-year coppice rotations.A breakdown of financial costs and benefits for both of these models isgiven in Annex 1.

What is perhaps most significant in this analysis is that, whilecosts have increased well above Openshaw's 1982 estimates, stumpage
rates for fuelwood have remained the same -- or are even lower than
they were in 1982. Potential returns, then, have fallen substantially.
At current Forest Department stumpage rates and assuming an annual
increment of 20 cubic metres per ha/year, financial rates of return areconsistently negative.

In 1983, the Forest Department's economist recommended that
stumpage rates for fuelwood be increased to KSh 43 per cubic metre -around KSh 52 per cubic metre in 1985 terms (Kimini and Ombok,
1983). This however, has not been done. Increasing the stumpage rate
to KSh 52 per cubic metre would bring the financial rate of return to
9.8 percent for Forest Department managed plantations and to 12.3
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percent for shamba-type plantations -- probably too low to considerfor financing. Increasing the productivity of a plantation, as well asfurther increasing the stumpage rate for fuelwood would have asignificant impact on the rate of return. The sensitivity of financial
returns to changes in the increment and to changes in the stumpage ratefor fuelwood is summarized in Table 4.1.

Forest Department Managed Shamba-type Fuelwood
Fuelwood Plantations Plantations

Mean I Stumpage Rate I Stumpage RateAnnual f (KSh/cu.m) I (KSh/cu.m)Increment
(cu.m/ha/yr)l 40 50 60 70 80 I 40 50 60 70 80

Financial Rates of Return (percent)

10 I >0 1.5 4.7 7.1 9.2 I '0 3.8 7.1 9.6 11.715 I 1.4 5.9 9.2 11.9 14.2 I 3.6 8.3 11.6 14.3 16.620 4.4 9.1 12.6 15.6 18.1 I 6.8 11.6 15.0 17.8 20.125 I 6.9 11.7 15.5 18.6 21.3 I 9.3 14.2 17.8 20.7 23.130 I 8.9 14.0 18.0 21.3 24.1 111.4 16.4 20.1 23.0 25.5

TABLE 4.1 - Financial Rates of Return for Producing Fuelwood in
Forest Department Managed Plantations and in
Shamba-type Plantations

It should be pointed out that, with an increment of 20 cubic metres per
a/ear, the stumpage rate for fuelwood would have to be increased toat least KSh 53 per cubic metre in order to achieve a financial rate ofreturn of 10 percent for Forest Department managed plantation schemes.Fuelwood produced through shamba-type schemes would have to be sold forKSh 47 per cubic metre to achieve similar returns.

It should also be pointed out that the labour budgets used in this
analysis were quite conservative and reflect returns which could be
achieved rather than actual returns to different schemes. Openshaw's
review of the record prior to 1982 suggested that actual returns to
these types of schemes have been somewhat lower. Actual returns wouldprobably be lower still because of increased labour costs and lower
rates of productivity which have been in decline since administrative
changes in 1977 made casual forest labourers employees of the civil
service. For instance, in Meru District, British-American Tobacco (BAT)reportedly is able to produce seedlings at one-quarter of the cost ofseedlings produced by the Forest Department, primarily because it pays
casual labourers by the piece instead of by the day or the month.
Doubling the cost of plantation establishment increases the "break even"stumpage rate for fuelwood to KSh 64 for Forest Department managed
plantations and to KSh 54 for shamba-type plantations.

A somewhat different picture emerges if we consider potential
returns to growing trees through either of these schemes for charcoal
production. Price ceilings have been set for charcoal burners,
wholesalers, and retailers and these ceilings, in Nairobi at least,seem to be fairly representative of the prices in the marketplace.

....... .
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(although there are sometimes quite substantial variations. Charcoalmarkets are more fully discussed in Section 8 below.) These price
ceilings actually allow producers to obtain relatively high stumpage
rates in Cerms of fuelwood equivalents.

For instance, assuming traditional charcoal burners are able toproduce a ton of charcoal with 10 cubic metres of wood (a conversionefficiency of 14 percent), the nationwide roadside charcoal priceceiling, KSh 18 per 30kg sack, is equivalent to a roadside stumpage rateof KSh 60 per cu.m.

Commercial production could be more efficient. Using brick kilns,conversion efficiencies of as high as 24 percent are possible (meaningthat about 5.8 cubic metres of wood would be used to produce a ton ofcharcoal). Although the Forest Department is not currently engaged incharcoal production, potential returns could be higher than if it simplygrew fuelwood. Under especially optimistic assumptions -- assuming aconversion efficiency of 24 percent -- potential returns to wood grown
for charcoal in Forest Department managed plantations could be as highas 18.8 percent. The sensitivity of rates of return to changes in the
increment, and under different assumptions of price per bag of charcoal
is summarized in Table 4.2. These estimates do not include the cost ofthe conversion technology.

Forest Department Managed Shamba-type Charcoal
Charcoal Plantations Plantations

I Charcoal Nairobi Charcoal Nairobi
I Burner's Wholesale Burner's Wholesale
I Price per Price per Price per Price per
I 30 kg Sack 30 kg sack 30 kg Sack 30 kg Sack
I (KSh 18) (KSh 33) (KSh 18) (KSh 33)

Mean Annual I
Increment I Financial Rates of Return (percent)

(cu.m/ha/yr)l
10 1 9.8 21.3 12.3 23.1
15 1 14.8 27.6 17.2 28.6
20 1 18.8 32.4 20.8 32.7
25 I 22.0 36.3 23.7 35.9
30 I 24.8 39.5 26.2 38.6

TABLE 4.2 - Financial Rates of Return for Producing Charcoal in
Forest Department Managed Plantations and in
Shamba-Styled Plantations

Conversion efficiencies of as high as 24 percent are perhaps not
realistic. This is an important point to consider, especially because
returns are quite sensitive to changes in the conversion efficiency. If
a conversion efficiency of 14 percent is used in this analysis (the
efficiency of traditional charcoal production), and assuming a roadside
price of KSh 18 per 30 kg sack, returns are consistently less than 6
percent.

As with the estimates of returns to fuelwood production, the labour
budgets used in this analysis were quite conservative, and reflect
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returns which might conceivably be achieved. In order to ensure a 10
percent rate of return to Forest Department managed charcoal production,
the -break-even" price is KSh 12.7 per sack. If establishment costs are
doubled, this increases to KSh 14.7 per sack.

There is also the question of the ability of traditional charcoal
burners to compete with commercial charcoal production. They would
quite likely be able to produce at lower cost, thus forcing the roadside
price of charcoal down. Commercially produced charcoal would be poorly
suited to compete with traditionally produced charcoal. The
question of competition between traditional charcoal producers and the
production of charcoal on plantations is discussed in Section 8 below.

5. Financial Returns to Producing Woodfuels in Block Plantations on
Private Lands

Significant costs in our models of woodfuels production on Forest
Department plantations and in Shamba-type plantations are overhead and
management costs. Conceivably, returns could be increased if these
costs were reduced or eliminated altogether. Private landowners may
well be interested in tree growing for commercial markets if returns
are substantial enough. In order to test whether or not financial
returns to tree planting might attract private landowners, we have
altered the models discussed in Section 4 above and described in Annex 1
to exclude overhead costs, but to include the cost of land, as an annual
rent.

The availability of land is a key issue in establishing whether or
not it would be feasible to grow trees to meet Nairobi's demands for
woodfuels. Some estimates have suggested that at least 200,000 ha of
plantations will have to be established in order to meet year 2000
demands. It is unclear where this land is going to come from. Because
of intense and competing pressures for land in Kenya, -unutilized" land
is seldom available. When it is availab'le, it is often of low quality
and would be ill-suited for tree growing.

Land costs are seldom included in estimates of the cost of
plantation establishment on public lands, and indeed we have excluded
them in this analysis as well. However, potential alternative uses to
reserve land could be quite highly valued. A 1983 report suggested
that fuelwood stumpage rates would be nearly doubled (over the "break
even" stumpage rate) if land rents were included as part of the cost of
plantation establishment on public lands around Nairobi (Kimini and
Ombok, 1983).

The question of assessing rents for privately-owned land is a
difficult one. For instance, there would be few opportunity costs to
planting trees on land which is being held for real estate speculation,
and rents on this type of land could be quite low. If we were to
consider actual land costs, rents could be quite high. Land in the
vicinity of Nairobi is especially expensive. In the Limuru area, high
potential freehold land (when it is available) can be acquired for
upwards of KSh 150,000 per hectare. Between Nairobi and Thika, low
potential and undeveloped land can be acquired for around KSh 25,000
per hectare. If these land costs are amortized at 10 percent and
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averaged over 32 years, average annualized costs for land in Limuru andalong the Thika Road would be around KSh 15,750 and KSh 2,600 per year,respectively.

Where existing land-uses are changed to accomodate tree growing, wecould also consider the value of the crop production foregone. Thegross value of production per hectare of selected crops at 1983 pricesin Kenya is given in Table 5.1.

Yield(l) Value(2) Gross value
Crop (tons/ha) (KSh/ton) (KSh/ha)

Coffee 0.86 33360(3) 28578
Tea 1.06 22349 23690
Sisal 0.53 5110 2708
Sugar cane 28.23 183 5167
Wheat 1.48 2254 3337
Maize 2.21 1600 3541
Wattle bark 1.08 700 756(4)

& fuelwood -- .. 2087(5)

(1) Yields averaged from production in 1964, 1967, and 1971.
Current average yields are somewhat higher.
From: World Bank (1982).

(2) 1983 prices. From: Republic of Kenya (1983a).
(3) Value for clean coffee.
(4) 1985 prices.
(5) Fuelwood increment of 12.1 cu.m./ha yr @ KSh IlO/cu.m.

TABLE 5.1 - Gross Value of Production per Hectare for Principal Crops
in Kenya (1983)

This of course ignores the cost of agricultural inputs, but it does
give an indication of the types of returns which could be anticipated
for alternative agricultural crops. With a mean annual increment of 20cubic metres per year, and with a stumpage rate for fuelwood of KSh 110per cubic metre, the gross value of production of fuelwood would bejust KSh 2200 per year.

In any case, financial returns to growing fuelwood or charcoal onprivately-owned land will be greatly reduced if land costs are
accounted for. There are also a number of trade-offs to consider. Forinstance, if one chooses to consider returns to tree growing on low
potential land (which would be cheaper to rent than high potential
land) the mean annual increment will likely be greatly reduced.
Excluding overhead costs, but including annual rents on land, financialreturns to tree growing for fuelwood and charcoal are summarized in
Table 5.2.
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.1 Production for I Production for
Fuelwood I Charcoal

Annual I Priced at KSh 110/cu.m I Priced at KSh 18/30kg sack
Cost of I Mean Annual Increment I Mean Annual Increment
Land I (cubic metres/ha/yr) I (cubic-metres/ha/yr)
(KSh/ha) 1 10 15 20 25 30 1 10 15 20 25 30

Financial Rates of Return (percent)

0 1 22.2 27.7 31.9 35.4 38.3 I 17.8 22.7 26.6 29.8 32.6
500 1 6.9 13.4 18.2 22.0 25.1 1 0.1 7.6 12.3 15.9 18.9
1000 I '0 3.8 9.1 13.2 16.5 1 >0 >0 2.4 6.6 9.9
1500 ' ;0 >0 2.0 6.6 10.1 1 > 0>0 '0 >0 3.0

2000 1 >0 - 00 '0 0.9 4.8 1 '0 >0 >0 '0 >0

TABLE 5.2 - Tree Growing for Fuelwood or Charcoal in Block
Plantations, and the Sensitivity of Financial Rates of
Return to the Cost of Land

Clearly, rates of return become quite unfavorable for producing either
charcoal or fuelwood when land costs are greater that KSh 500 per year.
This fact severely limits the potential of plantation production
forestry to meet urban demands.

6. Woodfuels and Industrial Demands for Wood and Wood Products

Several industries are worth particular mention because of their
efforts to initiate tree growing activities in order to ensure the
availability of future industrial woodfuel supplies. The Kenyan tea
industry, for instance, uses large quantities of wood as an alternative
to oil fired curing. During the drying process around 2.5 tons of
fuelwood are used to cure a ton of finished tea. Current wood
consumption by tea factories which fall under the aegis of the Kenya
Tea Development Authority (KTDA) is estimated to be around 200,000
cubic metres per year. Most tea factories have their own fuelwood
plantations, and smallholders are now being encouraged to plant trees
on their own. Around two-thirds of the tea processing facilities in
Kenya will be converted to use wood in the curing process over the next
5 to 10 years.

Wood is also exclusively used by the tobacco industry for leaf
curing. In some areas of the country, farmers who cure their own leaf
use nearly two hectares of woodlands to cure production from a hectare
of tobacco. Several years ago, British-American Tobacco (BAT)
initiated an agroforestry programme to ensure that smallholders were
able to grow enough wood for tobacco curing. Most of their activities
are centred in the Meru area where smallholders are encouraged by BAT
to plant tobacco, but only if they are willing to plant woodlots as
well.

Finally, the tanning extract industry has encouraged, smallholder
tree farming since the 1 920s primarily for black wattle bark, but for
fuelwood as well. The integrated production of wattle (Acacia
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mearnsii) as a cash crop for tannins and fuelwood is worth scme
discussion.

Smallhilders have been encouraged to grow wattle since colonial
times, and it was one of the few cash crops African farmers were
allowed to cultivate. Wattle bark yields tannins, equivalent to about40 percent of its dried weight, when leached in hot water. Wattle barkis processed in two facilities in Kenya -- Kenya Tanning Extracts (KTE)in Thika and East African Tanning Extracts (EATEC) in Eldoret. In
1982, over K.Pounds 3.6 million in foreign exchange were generated
through the export of tanning extracts and unprocessed wattle bark.
Both facilities are operating at around 40 percent of their capacity
because of shortages of wattle bark.' Total installed capacity is around17,500 tons of tanning extract per year, requiring around 39,000 tons ofwattle bark. Fuelwood is used for heating during the extraction
process. Around 6 tons of fuelwood are used for every ton of finished
extract.

There are around 14,500 ha of wattle plantations in Kenya. Many ofthem are within the vicinity of KTE and EATEC. KTE for instance
usually acquires its wattle bark from within 100 km of the fa'cility,
but has on occasion gone twice that distance. KTE will pay KSh 700 per
ton for dried Grade I bark at the roadside and will pay KSh 240 per ton
for cured wood which is delivered to the facility in Thika. Grown in a
density of 1600 trees per hectare on an 8 year rotation, Mean Annual
Increments are reported to be around 1.08 tons/ha of bark and 12.1
cu.m./ha of wood. Although the price for bark is much higher than for.fuelwood, these differences in yields mean that a wattle farmer's
primary income will be generated by the sale of fuelwood -- even
accounting for transportation costs. The quality of fuelwood and
charcoal produced by black wattle is especially high, and reportedly,
it commands good prices in urban markets.

Wattle is relatively easy to grow in the Kenyan highlands, and it
withstands poor soils and low rainfall conditions. It is reported to
be an efficient nitrogen fixer, but is strongly competetive and
inhibits the growth of other plants. (In Indonesia, farmers claim that
the production of vegetable crops and tobacco can be doubled if they
are grown in rotation with wattle.) Around 36,000 hectares of black
wattle grown in 8 year rotations would be needed in order to meet the
maximum capacity demand in Kenya for 39,000 tons of wattle bark per
year. This means that, in addition to the existing 14,500 ha of
plantations, another 21,500 ha of plantations could be established
before demand would be met. Around 436 thousand cubic metres of
fuelwood could be produced per year as a byproduct of wattle bark
production, although around 30 percent of this (131 thousand cubic
metres) would be used during the extraction process. Because of KTE's
proximity to Nairobi, it is conceivable that around 40 percent of the
balance (KTE's share of tannin production capacity), or around 122
thousand cubic metres could be used to help meet Nairobi's demands for
fuelwood.

In a fully-costed model of black wattle plantation production, at
current market prices for bark (KSh 700 per dry ton), assessing a rent
of KSh 500/ha year, and selling fuelwood at the roadside (KSh
110/cu.m), returns of around 18 percent could be anticipated. If
wattle bark alone is sold and fuelwood is not, returns become negative.
One can conclude then that the growing of black wattle for tannins
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will not be financially attractive unless fuelwood is sold as well.
See Annex 2.

7. Agroforestry and Smallholder Woodfuels Production.

Smallholders in many parts of Kenya are already actively engaged intree cultivation and management, probably much more so than anyone hadimagined until recently. Recent studies in Kakamega District forinstance have suggested that the density of trees is the highest wherepopulation density is the greatest. Over 30 percent of the tree coverin Kakamega District has been planted by farmers, and many rural
households maintain small tree nurseries (Bradley, 1984). Similaractivities have been encountered in Kirinyaga District. For instance,
Grevillea sp. is widely cultivated, and naturally germinated
seedlings are often transplanted and protected from grazing cattle
herds. Trees have undergone a transition from being abundantly
available free goods to being commodities of value which are protected
and maintained (Brokensha, et al., 1983).

In the course of this study, I carried out a series of informal
interviews with farmers in Kiambu District (in the close vicinity of
Nairobi) from Klambu town itself to Limuru town as far west as the edgeof the' escarpment. It is characteristic of this heavily populated areathat many farmers have planted trees in small plantations, in
backyards, and around smallholdings. Even in the most heavily
cultivated areas, the density of trees is astonishing. When asked why
they had planted trees, men and women both replied they had been
planted them for building materials, for fence posts, as live hedges,
for fuel, in some cases for fodder, and for wattle bark and charcoal
production. Eucalyptus, wattle, cypress, and grevillea appeared to
be the most frequently planted trees.

In this area, charcoal is produced almost exclusively from wattle
as eucalyptus, cypress, and grevillea are thought to produce
inferior charcoal. The latter are planted primarily for household uses- as live hedges, for building material and sometimes for fuel. Whencharcoal is produced from wattle, some is kept for household use and
the rest is sold either by the roadside or to other households in the
vicinity. Whether it is sold or kept by the household is determined bythe family's need for income at any particular time. Other commonly
used fuels include eucalyptus wood and bark, and coffee and tea
stalks, which are trimmed from plantations every several years. Coffee
stalks appeared to be a popular fuel source because they burn slowly.

There are a number of constraints to tree growing in this area.
About a year ago, a Presidential Ban on tree felling was imposed.
Although the ban was applied to virtually all standing timber,
different interpretations have kept timber supplies from being
seriously constricted. Native timber from the reserves for instance is
still being cut, although the Forest Department maintains it is all old
growth timber and is being selectively cut. Just after the ban was
imposed, a number of farmers were arrested for having cut trees on
farmlands. Now however, it is generally recognized that farmers can
cut trees on their property if they have permission from the local
chief. If trees are to be cut to produce supplementary income,
obtaining the permission of the chief can be costly. Some farmers
expressed doubt that they would be willing to plant trees because of



- 12 -

the hassles involved in cutting them down.

In terims of producing woodfuels for urban markets, farmers who wereinterviewed suggested a number of other constraints would prevent themfrom doing so. Land, for instance, is already heavily utilized and insome areas, landholding per household is verging on the subeconomic.
There is also a clear notion that other crops are more lucrative togrow than trees, and trees are often planted only where other crops areunable to grow -- on hillsides, for instance. Farmers in this area arequite responsive to market incentives and seemed to have a clear notionof how their land could be made the most productive. Pyrethrum, forinstance, was formerly widely grown. Because of depressed pyrethrummarkets, within the last two years most of this land has been plantedwith other crops. In any case, because of heavy land pressures, treegrowing on any scale would be undertaken by rural farmers only if it hadclear advantages over other productive land use strategies.

It has been widely argued that agroforestry systems hold goodpotential for increasing agricultural productivity because ofcomplementary effects which come from integrating trees with crops orwith pasturage. Evaluating the economic potential of agroforestry
systems can be especially difficult in part because of the problem ofshadow-pricing certain capital and labor inputs and in part because thebenefits of agroforestry systems must be evaluated vis-a-vis the
benefits of alternative land uses.

Hoekstra (1985) has evaluated the costs and benefits of
intercropping maize, beans, and trees in an alley cropping system inthe Machakos District of Kenya. This analysis is particularly usefulbecause it compares the benefits of an agroforestry system with thebenefits of the existing system of agricultural production. Over the7-year time horizon of his analysis, alley cropping consistently
produces higher returns than the existing cropping system. Thesensitivity of estimated returns to the farmer's rate of discount inHoekstra's study is summarized in Table 7.1.

N.P.V. of N.P.V. of
Existing Alley-

Discount Cropping Cropping
Rate System System
(percent) (KSh/ha) (KSh/ha)

8 18,645 22,449
16 14,967 16,939
24 12,398 13,213
32 10,536 10,599

TABLE 7.1 - Returns to Household Resources Under Existing Cropping
Patterns and Under Alley Cropping (from: Hoekstra, 1985)

It is interesting to note that when the farmer's discount rate is high
-- over 33 percent -- it makes more sense for the household to maintain
its existing cropping system for the time being.
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In Hoekstra's model, an annual increment of around 1.8 tons of woodper hectare can be expected in the alley cropping system. Householdwood requirements have been estimated to be around 4.3 tons per year,so one cotrld assume that production from 2.4 ha under the alley
cropping system would be sufficient to provide enough fuelwood for thehousehold. Landholding patterns in Machakos District indicate that atleast half of the smallholders farm less than 2 ha per household.
Consequently, it is not at all clear that smallholders would be willingto sell any wood produced by alley cropping because production wouldnot even be enough to meet household demands.

8. The Rural Charcoal Economy

Presumably, the intention of mounting a sustained tree plantingprogramme would in part be to alleviate pressures on the natural forestwhich have come from traditional charcoal burning. Without question,
charcoal burning has placed pressures on the natural forest, especiallyin arid and semi-arid areas. At the same time, it seems quite likelythat the greatest pressures on forest resources have not come fromcharcoal burning or from other energy demands, but from the demand foragricultural land. One must critically address this question before
concluding that a wood energy programme would have any impact on therate at which forested lands are being depleted in Kenya.

Even if land were available on which trees could be grown to
produce charcoal for Nairobi markets, and even if returns to tree
growing appeared to be financially attractive in the abstract, the
existing charcoal supply and demand network would be something else todeal with altogether. By any reasonable estimate, the rural charcoal
economy must be quite substantial. Nairobi's 1985 demand for 158,000
tons of charcoal created at least 3.5 million man-days of employment andgenerated around K.Pounds 4 million in rural incomes for rural charcoalburners. Around another K.Pounds I million (if not a great deal more)
in income were accrued by charcoal dealers and transporters (See Annex
3). Besides generating income and emplyment in rural areas, land
clearing which accompanied charcoal production in some areas may have
improved grazing lands or made the land suitable for cultivation.

One of the problems involved in developing a tree growing programme
to produce charcoal for utban markets is that it would be difficult to
compete with traditional charcoal burners. In a fully-costed model of
charcoal production (Annex 1) and assuming relatively high conversion
efficiencies (24 percent) the "break-even" price of a 30 kg sack of
charcoal is KSh 12.7. Adding another 20 percent as the profit margin
brings the price of a sack of charcoal to KSh 15. Charcoal is sold by
traditional charcoal burners for a wholesale price of KSh 10 to 20 per
sack. (The current price ceiling for charcoal burners is KSh 18 per 30
kg sack.) They have virtually no production costs, except for the cost
of labour (which, in labour surplus areas, may be available at very low
cost). The point is that it would be relatively easy for traditional
producers to put commercial producers out of business by undercutting
their prices.

It is conceivable that commercial charcoal production could be
favored by changing the current structure of price controls. Controls
which have been placed on the price of charcoal are summarized in Annex4. Commercial production of charcoal could be favored, for instance,
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by lowering the price ceiling on charcoal which is produced in arid andsemi-arid areas and by raising the ceiling in areas where trees could
be grown for charcoal production. Traditional charcoal burners maysimply not-find charcoal burning to be worth their time if the ceilingis lowered, while tree growers would find it would be more profitablefor them to cultivate trees for conversion into charcoal. Another
option would be to eliminate price controls altogether and allowcharcoal prices to more truly reflect the supply and demand situationfor woodfuels in Kenya.

It is perhaps useful to question whether or not price controls areeffective in the first place. In fact, there appear to be wide
variations in the price of charcoal in Nairobi. Interviews withcharcoal dealers suggested that the retail price ceiling of 45/- per 30
kg sack is thought to be a fair price, although prices per sack variedfrom 35/- to 70/- and sacks weighed from 28 kg to 37 kg. Prices changeseasonally and are higher during the rains. Charcoal dealers must havepermits issued to them by the Nairobi City Commission (for KSh 120 peryear), but dealers frequently had no license. Dealers were certainly
aware of price controls, but freely sold charcoal at higher prices ifthe market would bear them. For the most part, charcoal is not sold bythe bag, but by tins which hold one or two kilos. The price per tinvaried somewhat, but generally worked out to be around 2/- to 3/- perkg (the equivalent of 60/- to 90/- per sack). Dealers however prefer
to sell by the sack because there is a great deal of waste when sellingby the tin.

Charcoal is transported to Nairobi primarily by lorry. Many of
these lorries are owned by charcoal dealers and are devoted exclusively
to picking up and delivering charcoal for urban markets. There
are indications that other lorries which are commercially hired out todeliver goods up-country sometimes pick up charcoal for delivery to
Nairobi markets on the return journey. Conversations with lorry
drivers however suggested that this type of transport is uncommon. The
primary advantage that. lorry drivers, who are part of the established
supply and delivery network, have is that their time spent locating,picking up, and delivering charcoal is minimal. One driver suggested
that he wouldn't make an effort to pick up charcoal from an area unless
he could count on making at least 5 more return trips to the same area.
The implication is that drivers rely on relatively discrete sources ofsupply for each pick-up, rather than on supplies which are spread out
over any great distance. Information flows between drivers appear to
be quite good, and conversations with drivers suggested there is little
attempt to monopolize good sources of supply.

Lorries carry about 8 tons of charcoal, or around 200 bags.Drivers exchange empty jute sacks when they pick up full sacks from
charcoal producers. New sacks cost around 5/- each, and costs for new
sacks are recovered all along the chain of supply and demand: urban
consumers who buy sacks of charcoal without turning in an empty sack
are charged an extra 5/- per bag; urban charcoal dealers who buy sacks
of charcoal off of delivery trucks are charged an extra 5/- per sack if
they are unable to exchange an equivalent number of empty sacks; rural
producers charge an extra 5/- per sack from lorry drivers who are
unable to provide them with empty sacks. Transportation costs for
delivery by lorry are calculated in Table 8.1.
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Cost of diesel (Nairobi prices) 5.95 KSh/litre
*Assumed mileage 3 km/litre.
Diesel costs 0.25 KSh/km
Maintenance costs

(@ 50% of diesel costs) 0.12 KSh/km
Diesel and maintenance costs 0.37 KSh/km

Driver's costs (estimated salary
@ 1 20 0/month, travel distance
@ 6000 km/month) 0.20/km

Diesel,maintenance, and driver's costs 0.57 KSh/km
Other overheads (@ 50% of diesel,

maintenance, and driver's costs) 0.29 KSh/km

Total running costs 0.86 KSh/km

TABLE 8.1 - Transportation Costs for Charcoal Delivered by Lorry

For instance, transportation costs for a lorry traveling empty to
pick up charcoal from Nyahururu, a distance of 184 km from Nairobi,
would be

(.86)(184)(2) = 316 KSh.

On a delivery of 200 sacks, this works out to be around KSh 1.6 per
sack, or around 3.6 percent of the gazetted retail price per sack.

Quite conceivably, it would be economic for a charcoal dealer to
collect charcoal from nearly any corner of Kenya and sell it in Nairobi
markets while still making a profit..:The difference between the
gazetted producer price anywhere in Kenya (18/-) and the gazetted
retail price in Nairobi (45/-) is 27/- per sack. On a delivery of 200
sacks, a charcoal transporter will be able to cover 5400/- in
transportation costs. At a cost of .86/- per kilometer on a return
trip, this gives an economic radius of haulage of over 3000 kilometers.
If the transporter sells the entire load at the Nairobi wholesale price
(33/-), the economic radius of haulage is over 1700 km.

Even if transportation costs are tripled, selling at the retail
price, the radius of haulage is over 1000 km; at the wholesale price,
the radius of haulage is around 580 km. These distances would be
somewhat less if we included the cost of the truck itself in the
analysis. I did however have a chance to speak with one woman who had
bought two lorries with her earnings from charcoal and was planning on
buying a third. She was currently selling 600 sacks of charcoal a week.
In practice, charcoal is collected from points within 200 to 300
kilometers from Nairobi: from Narok, Nyahururu, Rumuruti, the Mau
Forest, Oloitoktok, Machakos, Embu, and so on.

In any case, the already extensive network of charcoal supply and
demand greatly complicates the question of how planners might go about
developing a wood energy programme. A number of issues seem
particularly pertinent.
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1. What pressures have been contributing to deforestation in Kenya?
Is tree planting for wood energy production a reasoned response tothese pressures?

2. Given the extent of the rural charcoal economy, what will be theimpact of a wood energy programme on rural employment and on incomegeneration?

3. Could commercial charcoal producers compete with traditional
charcoal burners?

4. Can price controls be made to effectively discriminate against
traditional charcoal production in arid and semi-arid lands?

5. Can the cost of transporting charcoal to Nairobi be increased inorder to favor production in peri-urban areas?

Even if commercial charcoal production appeared to be financially
attractive in the abstract, these rather complicated questions dealingwith the traditional charcoal economy suggest policy-oriented
approaches rather than programme-oriented approaches which could
stimulate commercial charcoal production. Subsequent studies shouldclarify possible policy approaches with this end in mind.
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OFFICE MEMORANDUM

DATE: May 7, 1985

TO: EGYEA Staff

FROM: Masood Ahmed, Deputy Chief, EGYE

SUBJECT: ESMAP: Work Program

1. Attached please find a memorandum outlining a tentative ESMAP
work program for FY86. I would appreciate any comments or suggestions
you might have on this proposal which we could also discuss at a forth-
coming staff meeting.

ATtachment

cc: Mr. Bates (o/r) (EGYEA)
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P-1867



OFFICE MEOANU

DATE: April 24, 1985

TO: Mr. Ian Hume, Assistant Director, EG

FROM: Masood Ahmed, Deputy Chief, EGYEA

SUBJECT: ESMAP: FY86 Work Program

1. Per your request, this note sets out a preliminary FY86 work
program for ESMAP. In reviewing this work program two general points
need to be considered. First, Drogramming ESMAP work for a twelve month
period is difficult because of the intrinsic nature of the Program; in
particular, although the general product lines and their relative
importance can be established, the choice of specific ESMAP activities
within these product lines will in many cases be made during the course
of the year. Second, this work program is based on the assumption that
additional funding will be raised to enable the ESMAP to operate at about
the $4 million per year level in 1986 and 1987. Although funds are
available to cover the cost of the FY86 operations, the level and
composition of these operations would need to change substantially if
there was a major drop anticipated in ESMAP activity beyond FY86;
specifically, the emphasis would then shift to completing ongoing
activities and slowing down the introduction of new countries.

2. Table 1 summarizes the activities which we expect to complete
under ESMAP in FY86. The table also shows the percentage of these
activities on which work will have started during FY85. Together, the
two sets of figures imply first, that the level of ESMAP completions will
double from the FY85 level of 27. And second, that this anticipated
increase is quite firm because over 60% of the FY86 completions will be
carryovers from FY85 starts and should be completed in the first half of
FY86. A list of these activities is attached as Annex 1. They also
represent the "Category A:" activities in theFY86 Program in the sense of
firm delivery that we discussed. The remaining activities on which work
will not start until FY86 cannot be identified by name now but their
probable distribution by product line is also indicated in the attached
tables.

Table 1: FY86 ACTIVITY COMPLETIONS

of which
Total FY85 Starts

Energy Assessment Status Reports 13 5

Preinvestment Activities 29 22
(includes 5 cofinanced operations)

Institutional Policy Support 12 7
(includes 3 cofinanced operations)

TOTAL 54 34

P-1 867



3. During FY86, I propose that this emphasis on preparation of the
subsequent year's pipeline be continued and consequently I would envisage
that by end FY86 work will be well advanced on about 35-40 operations
scheduled for completion in FY87. These new activities are likely to he
geographically more divers-ified than the operations already in the pipe-
line which are heavily concentrated in the Eastern and Southern Africa
Region. Although the precise geographical focus of these new activities
will be defined during the course of the year, I anticipate that the
major growth areras will be in West Africa where the Program is now ready
for a take-off stage; Burma and Bangladesh in South Asia; Indonesia,
South Pacific Islands and poss-ibly Thailand in East Asia; and Morocco and
Portugal in EMENA. In LAC we have not been very successful in developing
an ESMAP portfolio to date but the prospects are improving.

4. Anticipating the resource requirements for future ESMAP
operations on an activity specific basis is even more difficult because
these requirements do vary considerably from case to case and cannot be
determined with precision until the Activity Initiation Brief stage.
However, for aggregate program planning purposes we have developed
average coefficients for each type of activity based on (admittedly
limited) past experience. Based on these coefficients, the resource
requirements associated with the FY86 work program are presented in Annex
II. Three points worth noting in this regard are first, that we have
assumed that the cost of carryover activities will on average be spread
equally across the two years that they span. Thus, while there are
individual variations, on average 50% of the cost of FY85 starts/'FY86
completions is assigned to FY86. Similarly, half of the expected cost of
FY86 starts/FY87 completions is assigned to FY86. Second, the resource
requirements include the ESMAP managed cost of the eight cofinanced
operations already started and scheduled for completion in FY86 but do
not include resources for any further cofinanced operations which would
be started if the funding for them is mobilized. These would simply add
to both the applications and sources sides of the budget. And, third,
the resource requirements include an allowance for non-project specific
work which comprises the management of the Program as a whole and of the
maintenance and supervision of the program in each active country. In
summary, the resource requirements are for a total of 1610 SW (31 SY) of
which about half would be for consultants and the remainder for in-house
staff to execute and manage the program.

Attachments

MAhmed:aaf

cc: Mr. Bates (EGYEA)



Annex I

ESMAP FY86 WORK PROGRAM

1. Energy Assessment Status Report

FY85 Starts (5)

Gambia
Lesotho
Morocco
Niger
Peru

FY86 Starts 14 of the following countries
(8 to be completed during FY86
6 to be completed during FY87)

Benin
Bolivia
Botswana
Burma
Costa Rica
Ethiopia
Ivory Coast
Liberia
Mauritania
Nigeria
Paraguay
Portugal
Tanzania
Togo
Turkey
Yemen



2. Preinvestment Activities

FY85 Starts (22)

Bangladesh - Natural Gas Small Users Study
Botswana - Borehole Electrification Feasibility
Ethiopia - Bagasse Utilization
Ethiopia - Agricultural Residues Briquetting
Ethiopia - Cooking Efficiency
Indonesia - Power System Efficiency Audit
Indonesia - Diesel Plant Operation and Maintenance Program
Kenya - Peri-Urban Fuelwood Supply Project
Kenya - Coal Import Action Plan
Liberia - Power Efficiency Audit
Mauritius - Power Efficiency Audit
Mauritius - Bagasse Utilization Study
Peru - Cooking Efficiency
Rwanda - Improved Stoves
Senegal - Solar Water Heating
Sri Lanka - Transport Sector Energy Efficiency
Sudan - Solar Water Heating
Uganda - Tobacco Industry Energy Efficiency
Uganda - Power Efficiency Audit
Uganda - Fuelwood Project Feasibility
Uganda - Rural Industry Efficiency Project
Zimbabwe - Industrial Energy Conservation

FY86 Starts to be determined but could include the following which
have been identified as candidates:

Botswana - Energy Audit
Haiti - Solar Water Heating Project
Haiti - Industrial Energy Conservation
Haiti - Solar Crop Drying
Indonesia - Energy Conservation in Brickmaking Industry
Indonesia - Gasification Study
Ivory Coast - Briquetting Project
Kenya - Tea Drying Industry
Kenya - Solar Water Heating Project
Niger - Improved Stoves Project
Portugal - Energy Conservation in Transport Sector
Rwanda - Improved Kilns Project
Tanzania - Fuelwood Study
Uganda - Industrial Energy Audit



3. Institutional/Policy Support

FY85 Starts (7)

Botswana - Electricity Connection Policy
Burundi - Petroleum Supply Strategy
Paraguay - Preparation of Priority Technical Assistance
Senegal - Preparatory Assistance for Donors Meeting
South Pacific - Petroleum Supply Study
Zimbabwe - Petroleum Supply Management
Zimbabwe - Power Sector Management



Annex 2

ESMAP FY86 RESOURCE REQUTREMENTS

FY85 Starts FY86 Starts FY86 Starts
FY86 Completions FY86 Completions FY87 Completions

NO SW NO SW NO SW

Energy Assess-
ment Status
Reports 5 20 8 64 6 24

Preinvestment
Activities 22 352 7 224 25 400

Institutional/
Policy Support 7 98 5 140 7 98

34 470 20 428 38 522

Total Task Specific 1420

Non Task Specific

Managing Follow-up in 30
countries @ 3 SW/Country 90

Program Management and Review 100
TOTAL 1610

NOTES:
a/ Average Unit Cost of EASR's is 8 SW.
b/ Average Unit Cost of Preinvestment Activities is 32 SW of which 20

SW would be for consultants.
c/ Average Unit Cost of Institutional/Policy Support Activities is 28

SW of which 16 SW is for consultants.
d/ Carry over operations are costed at half the total in each year.



May 7, 1985

Messrs. Ian Hume
Robin Bates

Re: Visit of SIDA officials

I have been informed by the Swedish Embassy thatMessrs. Sedegrin and Brissman of SIDA will be visiting the Bank from May28 to June 3 and have asked to meet with me to discuss energy issues andspecifically Assessments/ESMAP. Mr. Sedegrin is the Director of Energyand Industry in SIDA and as such a very important contact in regards tosubstantive collaboration and fund raising from Sweden. I think it wouldbe extremely useful, particularly under the current circumstances, todemonstrate our strong interest in collaboration with SIDA by raising thelevel of involvement during Mr. Sedegrin's visit. Specifically, I wouldpropose a half-day program comprising:

10:30 am - An initial meeting with the three of us to discuss generalissues and future directions of Programs.

11:00 am - Meeting with Robin or myself and key staff to discusscomparative approaches to various issues -- e.g. stoves,conservation, power efficiency, assessments. This sort ofcomparative review has been specifically requested by SIDAand would also provide an opportunity to identify specific
opportunities for cofinancing. I would expect that four orfive key staff from EGYEA would be involved.

12:30 pm - Lunch to be hosted by Ian (Yves?) and to include:

Messrs. Sedegrin
Brissman
Representative from Nordic ED's office
Hume
Bates
Ahmed
Saunders (?)

What do you think?

M od Ahmed

MAhmed :aaf
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