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renewable technologies worldwide. REFiTs en-
courage investment in renewable energy gen-
eration – from individual home owners and 
communities to big companies – by guarantee-
ing to buy and pay for all the electricity pro-
duced. As of 2012, 65 countries have imple-
mented some form of a REFiT, driving 64% of 
global wind installations and 87% of global 
photovoltaic installed capacity. While the ma-
jority of these installations have occurred in in-
dustrialised countries, particularly Europe, the 
African continent has significant untapped re-
newable energy potential. REFiTs have the po-
tential to transform energy systems and socie-
ties in profound and tangible ways. When 
tailored to the local context, they can success-
fully increase overall energy production both 
on and off the grid, boost economic develop-
ment and improve access to clean energy for all 
while avoiding the emission of green house gas-
es and other problems related to dirty develop-
ment. Moreover, the decentralized approach of 
REFiTs allows for alternative ownership and 
governance models and provides the opportu-
nity to empower communities as well as re-
freshing local democracy and self-governance.

Several African countries have already intro-
duced the policy, and Chapter III explores the 
particular experiences of policy makers, private 
sector and civil society stakeholders in Algeria, 
Kenya, Mauritius, Rwanda, South Africa 
(which abandoned its REFiT in favour of a bid-
ding process), Tanzania, and Uganda. Many 
more are either developing their REFiT or 
planning to, and Chapter IV similarly looks at 
the variety of stakeholder experiences in Bot-
swana, Egypt, Ethiopia, Ghana, Namibia, and 
Nigeria. Challenges being addressed vary from 
country to country, as although they hail from 
the same continent, there is a great deal of dif-
ference between them. The case studies include 

Africa is facing an energy crisis: the existing 
production capacity cannot meet the growing 
demand for electricity. The electricity needed to 
power and grow the economy, drive local devel-
opment and tackle urban and rural poverty is 
simply not there. In addition, traditional sourc-
es have become unreliable, unaffordable or in-
creasingly unacceptable. Energy has been de-
scribed as the ‘missing millennium development 
goal’ that enables others to be achieved, yet ac-
cording to the World Bank less than 25% of 
Sub-Saharan households have access to elec-
tricity, falling to 10% in rural areas. The tradi-
tional energy solution has relied on fossil fuels, 
yet not only are they becoming unaffordable, 
but their historic consumption by rich, industri-
alised nations is driving dangerous climate 
change. On the continent that has done least to 
cause it, the effects are already evident, in-
creasing the frequency and severity of floods 
and droughts and impacting people’s liveli-
hoods. This has also undermined the generation 
capacity of one of the continent’s major energy 
sources – hydropower, which has also come un-
der pressure because of its negative impacts on 
people and ecosystems. 

In finding a sustainable, affordable and reliable 
energy solution to meet its needs, Africa has 
the opportunity to leapfrog the dirty develop-
ment pathways followed by countries in the 
global North and power its economies and its 
societies through renewable energy. The UN 
Secretary General Ban Ki-moon said in Sep-
tember that “Providing sustainable energy for 
all could be the biggest opportunity of the 21st 
century. Sustainable energy is the golden 
thread that connects economic growth, social 
equity, and a climate and environment that ena-
bles the world to thrive.”

Renewable Energy Feed-in Tariffs (REFiTs) 
have been successful at increasing the use of 
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some countries, the introduction of subsidies 
for low-income households is also being dis-
cussed to avoid additional burdens for poorer 
citizens. 

The case studies in this book identify the driv-
ers behind the introduction of REFiTs, present 
and discuss the particular policy design devel-
oped in each country and analyse both support-
ive and obstructive factors for a successful pol-
icy implementation. On this basis, it is possible 
to draw broader lessons for countries interest-
ed in developing their own REFiT:

•  In order to build momentum for a REFiT 
policy, it is important to have high-level 
political support as well as buy-in from all 
other stakeholders. South-South learning 
exchanges involving ministries, utilities, 
regulators, financiers, project developers 
and community representatives have been 
a successful tool in this context.

•  Broad coalitions involving civil society in 
addition to policy makers and private sec-
tor representatives have proven successful 
in designing and implementing REFiT 
policies that are resilient to changes in the 
political landscape. 

•  The success of a REFIT depends on an 
enabling environment. The policy should 
thus be an integral part of the country’s 
wider development strategy. Awareness 
raising about renewable technologies in 
general and REFiTs in particular will help 
overcome scepticism. Moreover, a specific 
programme to build technical capacity of 
local companies should be implemented. 
A strong national value chain avoids 
expensive imports and provides economic 
benefits beyond the renewable energy 
sector. 

REFITs are more than just guaranteed pay-
ments for renewable energies. They can pro-
mote rural electrification, increase overall gen-
eration capacity, provide greater grid stability 
or aim to promote inclusive economic and so-
cial development. These objectives are of 
course not mutually exclusive, but policymak-
ers will have to decide on where their priorities 

a small-island state dependent on fuel imports 
(Mauritius), the continent’s biggest carbon 
polluter who is facing international pressure to 
reduce its emissions (South Africa), countries 
with less than 3% rural electrification (Tanza-
nia), and others with almost universal access to 
electricity (Algeria, Egypt). This means each 
will have different motivations for introducing 
a REFiT, as well as expecting distinct out-
comes. The case studies highlight how the RE-
FiT is able to meet the variety of challenges, as 
well as proposing stakeholder suggestions on 
how it could do more. 

Many of the surveyed countries face the chal-
lenge of low levels of electrification and dis-
persed rural populations. While this is problem-
atic for traditional REFiTs designs, which 
presuppose a well-developed national grid, Tan-
zania has shown that REFiTs can also serve 
decentralised mini-grids (see Chapter VI). 
More than just providing clean and environ-
mentally friendly energy, such policies also sup-
port wider socio-economic development in ru-
ral areas. Community-scale mini-grids can 
provide all the benefits of the grid while encour-
aging greater levels of democratic control and 
ownership over local energy systems (see Chap-
ter V). 

Africa faces other social, political and econom-
ic challenges than Europe, but our study shows 
that many of the REFiT design principles (ex-
plored fully in Chapter II) remain the same and 
can be adjusted to take account of specific 
country needs. Across the case studies, innova-
tive solutions are being found to tackle broader 
problems that cannot be addressed through a 
REFiT policy alone. Project developers need 
access to more affordable financing options as 
well as locally available technical expertise for 
the initial design, installation and maintenance 
of their renewable energy power plants. Gov-
ernments need to balance the need to keep en-
ergy prices low – in particular in countries with 
high levels of poverty – while offering suffi-
ciently profitable tariff rates to attract private 
investment. Instead of passing on all costs to 
the end consumer, alternative sources of fund-
ing have been explored including levies on fossil 
fuels or international climate change funds. In 
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•  Governments and state-owned utilities can 
easily help lower the costs for individual 
project development by providing detailed 
information on the country’s renewable 
energy potential. The publication of a na-
tional solar and wind atlases informs po-
tential investors about suitable areas and 
reduces the costs for feasibility studies. 

•  Cumbersome and lengthy administra-
tive processes are costly, delay project 
implementation and discourage investors. 
Streamlining the licensing process through 
a “one-stop-shop” at a lead agency and 
standardised contracts should be consid-
ered to lower transaction costs. This is 
especially important for smaller develop-
ers and community projects.

•  Credible guarantees for the power pur-
chasing agreements under a REFiT raise 
confidence of banking institutions and can 
facilitate longer-term loans at affordable 
interest rates. Governments should explore 
how international donors and climate 
finance instruments could provide such 
guarantees, as well as funds for the wider 
national REFiT schemes.

lie and design the REFiT policy accordingly. As 
REFiTs may have to be adapted from time to 
time to keep up with changing circumstances, 
many of the following recommendations will 
also be of interest for countries with existing 
REFiT policies:

•  REFiTs are complex policies and must 
balance overall policy goals with an 
incentive for investment. It is therefore 
important to allow all stakeholders to 
participate in the policy design. Special 
care should be taken to include civil soci-
ety representatives in order to ensure that 
the policy meets the population’s diverse 
needs. 

•  Policy makers should be very clear on 
the objectives they want to achieve with a 
REFIT. Design elements such as eligibility 
criteria, restrictions on plant size, dif-
ferentiated tariffs by size or technology all 
influence which groups are likely to partic-
ipate as well as the policy’s overall impact 
and should thus be chosen carefully. 

•  Many renewable energy technologies 
have high initial investment costs, but are 
cheaper than fossil fuels in the medium 
and long term. This should be taken into 
account in the design and calculation of 
tariffs paid to REFiT project developers.

•  When costs of a REFiT policy are passed 
on the end consumer, social transfer 
mechanisms should be put in place, 
i.e. energy-intensive users and the rich 
cross-subsidising affordable tariffs for 
low-income households. Otherwise, higher 
energy prices could undermine policy 
objectives of increasing energy access and 
tackling poverty. 

The overall costs of project development and 
the lack of affordable financing options have 
been identified as major constraints to project 
implementation across all countries.

These issues must be addressed to ensure that 
REFiTs can realise their full potential to 
achieve greater renewable energy deployment. 
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FOREWORD
- Prof. M. M. Elmissiry - 

Noble actions are many, but the most noble of 
them all is in the uplifting of the suffering of 
the masses and enabling the pursuit of a decent 
life. Energy poverty is widespread in many 
parts of Africa though the continent is blessed 
with enormous and varied resources of energy. 
It is estimated that on average about 70% of 
Africa’ population lacks access to modern and 
clean forms of energy; a situation which cannot 
be further allowed as the population rapidly ex-
pands.

Energy accessibility varies widely across Afri-
ca; reaching over 95 % in some parts of North 
Africa and as low as 5% in Sub-Saharan Af-
rica, (IEA, 2011). Energy availability, afford-
ability, accessibility and security are fundamen-
tal requirements for any meaningful economic 
and social development, and requires a sound 
and reliable mix of energy sources. 

Africa has 15% of the world’s population but 
accounts for only 3% of the world’s primary 
energy consumption if we exclude biomass like 
wood and charcoal. Electricity consumption 
per capita is one sixth of the world’s average, 
with the whole of Sub-Saharan Africa only 
consuming as much electricity as the state of 
New York – far less if we exclude South Africa. 
The Continent therefore needs to bring about a 
major expansion of its already well identified 
energy potential. Low levels of access to sus-
tainable modern energy throttle economic and 
social development. Access to sustainable 
forms of energy is essential for the provision of 
clean water, sanitation and healthcare and is 
central to addressing today’s global develop-
ment challenges. Energy access enables the 
provision of vital services needed for develop-
ment in the form of lighting, heating, cooking, 
food processing, mechanical power, transport 
and telecommunication. More than half of  
Africa’s people currently lack access to  

electricity and for more access is either unaf-
fordable or unreliable. Such a situation calls 
for a massive increase in energy generation, 
both to existing grids and also new decentral-
ised solutions beyond the grid, sustainably us-
ing all energy resources available to Africa to 
correct this grim picture and to lift millions of 
people out of poverty.

Energy demand in many parts of Africa ex-
ceeds supply by far, resulting in load shedding 
and loss of productivity, costing thousands if 
not millions of preciously needed jobs. Africa’s 
population is growing at an alarming rate, in-
creasing the demand on energy and compound-
ing the energy shortage problems. The chal-
lenges of securing investment required to meet 
both the need to increase access to clean ener-
gy and the rapidly growing demand in a sus-
tainable way are formidable. It is estimated 
that at least US$40 billion is needed annually 
in the power sector to meet future demand, 
which compares with a current annual invest-
ment of less than one quarter of this amount.

The world is increasingly turning its attention 
towards renewable energy. This transition of-
fers an array of economic, social, and environ-
mental advantages, and so technologies are 
rapidly evolving, as is innovation to adapt re-
newable energy systems to Africa’s realities.  
Renewable energy is freeing national econo-
mies from the burden of petroleum purchases, 
creating new economic opportunities at all 
scales, and preserving the environment. In Af-
rica, we are presented with the opportunity to 
not simply imitate the global North but to 
tread a higher path, one that leapfrogs the 
dirty development followed by so many. Renew-
able technology allows us to instead build a re-
silient, sustainable future that meets the needs 
of this generation and the next.
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In spite of the abundant resources of renewa-
ble energy in Africa, its share of primary ener-
gy supply is less than 1% (biomass and hydro 
excluded).This calls for a radical change in the 
approach followed in the development and use 
of renewable energy resources. The main chal-
lenge faced by solar and wind technologies is 
the price gap when compared with well-estab-
lished fossil fuel generators. Measures have to 
be taken to attract investment in decentralised 
as well as centralised renewable energy pro-
duction – where policy attention to date has 
been focused – in order to mitigate the price 
risk gap, promote the use of renewables and 
answer Africa’s energy needs. While renewa-
bles may face high upfront investment costs 
compared to fossil fuel generation, once in-
stalled the fuel source is largely free. This is 
where special Renewable Energy Feed-in Tar-
iffs (REFiTs) can come in as a policy instru-
ment that attracts investment in sustainable, 
renewable electricity production. 

It is my honour to write a foreword for this 
book which gives the valuable information re-
quired to ensure the use of the continent’s 
abundant environmentally friendly energy re-
sources to reduce energy poverty in Africa. The 
book remains accessible to non-technical read-
ers while delving deep into a policy with the po-
tential to transform the development and usage 
of renewable energy resources; namely the  
Renewable Energy Feed-in Tariff policy  
(REFiT), its various forms and how it can be  
implemented in the African context, with all its  
challenges.

Some countries in Africa have already intro-
duced REFiTs, experiencing numerous chal-
lenges during its development and implementa-
tion. Nothing is more effective in the 
development of a renewable energy policy than 
learning from those countries that went 
through the same exercise, and to access their 
lessons learned and experiences gained. There 
is no ‘one size fits all’ and REFiTs differ in 
their design to incorporate the varying situa-
tions and environments. In Africa, this can be 
the differing severity of energy shortages, or 
how far the national grid extends to cover rural 
areas and what solutions exist beyond the grid.  
It is pleasing to note that this report docu-
ments such valuable experiences. The book 
draws on case studies from across the conti-
nent to demonstrate how the REFiT operates 
as a policy instrument, how it can deliver on the 
energy needs of African countries, how effec-
tive it is in creating a conducive environment 
for investment in renewable energy generation, 
and to offer countries with and without a RE-
FiT access to the lessons and experiences 
gained – both positive and negative.

2012 is the year in which the UN Secretary 
General has launched the Sustainable Energy 
for All initiative, aiming to deliver universal en-
ergy access by 2030. Another of its objectives 
is to double the use of renewable energy. With 
the development of REFiTs in Africa as part of 
a comprehensive package of renewable energy 
policies, both complimentary goals can be met 
if not surpassed. The launch of this book on re-
newable energy feed in tariffs will hopefully go 
a long way towards making that a reality and 
UN initiative delivers on both climate and en-
ergy access through decentralised renewable 
energy.

Prof. M. M. Elmissiry,
Head of Energy Programme
New Partnership for Africa’s Development
(NEPAD)

Nothing is more effective in the 
development of a renewable ener-
gy policy than learning from those 
countries that went through the 
same exercise, and to access their 
lessons learned and experiences 
gained.
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LESSONS AND  
RECOMMENDATIONS

REFiTs have the potential to transform not 
only energy systems but societies in general. 
When tailored to the local context, they can 
successfully increase overall energy production 
both on and off the grid, boost economic devel-
opment and improve access to clean energy for 
all - while avoiding the emission of green house 
gases and other problems related to dirty de-
velopment. Moreover, the decentralized ap-
proach of REFiTs allows for alternative owner-
ship and governance models and provides the 
opportunity to empower communities as well 
as refreshing local democracy and self-govern-
ance. However, if the costs for the policy are re-
cuperated solely by raising energy prices for 
the end consumer, there is a risk of further ex-
cluding the poor from development opportuni-
ties.

To achieve their potential, REFiTs should not 
be seen as an isolated policy for the energy sec-
tor, but as an integral part of a country’s over-
all development strategy. It is important to 
keep this in mind during the whole process, 
from the first debates to the technical design of 
the REFiT policy and of course its implemen-
tation. 

The countries covered in this book may all hail 
from the same continent, but there is a great 
deal of difference between them. The case stud-
ies include a small-island state dependent on 
fuel imports (Mauritius), the continent’s big-
gest carbon polluter who is facing internation-
al pressure to reduce it emissions (South Afri-
ca), countries with less than 3% rural 
electrification (Tanzania), and others with al-
most universal access to electricity (Egypt and 
Algeria). This means each will have different 
motivations for introducing a REFiT, as well as 
expecting distinct outcomes. However, by 

looking across all countries and how they came 
to introduce the REFiT, how it has been de-
signed and what is both helping and hindering 
it to achieve its goals, it is possible to draw 
broader lessons and make recommendations 
for African countries who do not yet have a 
REFiT. This chapter is also useful for those 
countries who already have REFiTs, because – 
as this book has shown – they are an evolving, 
flexible policy tool that can match the changing 
needs of policy makers. A special section shows 
how REFiTs can benefit and empower commu-
nities and the poor, particularly in rural areas, 
as well as a closer look at different ways that 
international sources of finance can boost the 
REFiT. 

Building Momentum for the REFiT
There are many reasons for introducing a RE-
FiT. Some countries like Ethiopia are interest-
ed in exporting renewable energy, while others 
like Algeria see it as a way to reduce their do-
mestic consumption of fossil fuels. For many it 
is a path to economic development, through 
creating new green industries, jobs and a 
steady supply of electricity to the rural and ur-
ban population. External pressure, both of ac-
tors and events, reinforces these points. The in-
fluence of international organisations (e.g. the 
World Bank and UN bodies), donors and Civil 
Society Organisations in encouraging, guiding 
and supporting countries’ move towards the 
REFiT has seen its widespread uptake. That 
the policy is tried and tested across the global 
North and South has added weight to their 
words. The other main driver, in over three 
quarters of countries surveyed, was an energy 
crisis in the form of unreliable or unaffordable 
generation. In Southern and Eastern Africa, 
the 2004-2006 drought undermined the 
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reliability of large hydro and left countries 
scrambling for costly emergency diesel genera-
tors and chronic load shedding. The 2006 oil 
crisis left many countries, including import-de-
pendent Mauritius, suffering further, meaning 
finding an alternative was imperative. Social 
and economic development depend on reliable 
and affordable electricity. Climate change is 
predicted to increasing the frequency and se-
verity of droughts across the continent, while 
the outstripping of oil supply by demand will 
continue to push up oil prices. Therefore, along 
with the benefits covered in chapter I, there is 
increasing motivation for African countries to 
adopt a REFiT and increase domestic produc-
tion of renewable energy as part of a just tran-
sition towards a low carbon future.

External motivation is often not enough for 
policy makers to introduce a REFiT, as it also 
depends on the right balance of forces within a 
country. Political will and support at the high-
est level is very important to overcome internal 
barriers such as vested interests of the current 
power producers. In Ethiopia, the lack of en-
thusiasm has kept the policy under revision in 
draft format for four years, while in Egypt and 
South Africa the REFiT has been sidelined in 
favour of a bidding process. In contrast, the 
REFiT in Botswana, Mauritius, Rwanda and 
Tanzania enjoyed high levels of political buy-in, 
also because it is part of a wider government 
development strategy to ensure it is seen as in-
tegral rather than additional to any plan. This 
approach also ensures that the policy is not de-
pendent on individuals, thus reducing the po-
tential threat to policy continuity in case of a 
change in government.

A lack of detailed knowledge about renewable 
energy technologies and REFiTs among stake-
holders has proven a serious obstacle in most 
countries. In Tanzania, the World Bank over-
came widespread scepticism by taking policy 
makers, utilities, regulators, financiers and pro-
ject developers on a study trip to Sri Lanka 
and Thailand to see how their REFiTs func-
tioned. Learning from others’ experiences 
through South-South exchanges can bring util-
ities, regulators and other actors on board, 
which supportive international donors should 

facilitate. A dedicated team within the utility 
can also provide practical evidence that a RE-
FiT is possible, thus helping to overcome inter-
nal barriers and ensuring a streamlined process 
for developers. 

Designing the policy:  
getting the process right
Securing enough support for the introduction 
of the REFiT is an important step, but the de-
sign process will determine what the policy 
looks like and to what extent it addresses the 
energy and development needs of the whole 
country, including the energy poor. While the 
private sector was usually invited to participate 
in the development of a REFiT policy, civil so-
ciety representatives and their efforts to in-
clude the interests of communities and the en-
ergy poor were sidelined in many countries. 
However, this has proven a short-sighted ap-
proach. First, exclusion of communities and the 
energy poor means that their knowledge of 
conditions on the ground cannot be considered 
during the discussions, thus raising the risk of 
inappropriate policy design. Second, lack of 
public support can undermine the success of 
even the best policies. In South Africa, a broad 
base of domestic support made all the differ-
ence, overcoming utility and ministry opposi-
tion to introduce the original REFiT (though it 
was later abandoned in favour of a bidding pro-
cess). Broad coalitions of civil society, support-
ive politicians and the private sector pushing 
for the introduction of a REFiT are most suc-
cessful in overcoming obstacles and reaching a 
more balanced policy with maximum impact.

Designing the policy:  
getting the contents right
The overall aims of a country’s energy policy, 
i.e. fast growth of generation capacity or in-
creased access to electricity in rural areas, 
have a big influence on the design of a REFiT 
– or even the question whether a REFiT is the 
right option. Where building large-scale renew-
able energy plants are a priority, several coun-
tries have opted for bidding processes. In other 
cases, where the aim was to democratise elec-
tricity production and to reduce demand from 
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the grid, a REFiT policy with net metering was 
adopted. Countries looking to stimulate small-
er projects have also introduced differentiated 
tariffs, which ensures that smaller installations 
are also feasible.

A bidding process may be more appropriate for 
larger-scale projects as a way of driving down 
costs. However, South Africa’s over-subscribed 
policy also shows that a bidding process can 
limit ambition while cost reductions can be at 
the expense of wider socio-economic benefits. 
If bidding is considered for larger projects, it 
must be part of an integrated strategy with a 
special emphasis placed on socio-economic de-
velopment.

Net metering and differentiated tariffs should 
be key considerations for any REFiT policy as 
they allow smaller, local producers to be in-
volved. This can have many positive aspects. As 
well as supporting small-scale generators, pro-
duction and consumption of electricity at a lo-
cal level reduces the demand from the national 
grid and thus frees up capacity for productive 
uses while improving energy access for all. 
These approaches also encourage investment 
that would not be considered profitable enough 
for larger or international investors, thus lead-
ing to faster and more regionally equitable 
growth of energy production.

As Namibia has demonstrated, it is also possi-
ble to adopt a mix of approaches: net metering 
at the household and community level; a tradi-
tional REFiT for small power producers up to 
10MW; and a bidding process for the larger 
projects. 

In the context of low levels of electrification 
and limited reach of the national grid, REFiT 
policies should include support mechanisms for 
off-grid solutions. Tanzania for example has es-
tablished a mini-grid programme that has the 
potential to propel progress in expanding ac-
cess to electricity in rural areas and stimulate 
local economic development. Provisions should 
be made to encourage and support local owner-
ship structures, as experience shows that mini-
grids owned and managed by communities can 
allow far higher levels of local participation 
and development. 

Tariff levels and cost recovery
A key determinant to the success of the REFiT 
in attracting project developers and investors 
of all sizes is, of course, the tariff, which incor-
porates both the level and duration of payment. 
Tariffs based on the avoided cost methodology 
have been chosen by governments to avoid a 
rise in electricity prices. It is also far easier to 
calculate and thus helps speed up the introduc-
tion of the policy. However, as stakeholders 
have pointed out in Algeria, Kenya and Uganda, 
low tariffs do not encourage significant stake-
holder investment and are only acceptable for 
very large projects that can benefit from econ-
omies of scale, or cost-competitive technolo-
gies such as hydro, thus hampering a healthy 
mix of technologies. A tariff based on the ac-
tual cost of generation allows developers to 
chose more expensive, but possibly more appro-
priate technologies. Interestingly, the utility in 
Rwanda found that a tariff based on cost of 
generation was actually cheaper than an avoid-
ed cost calculation if a broader cost-benefit 
analysis is undertaken (see Chapter III). 

The choice of a tariff structure should be based 
on a holistic and long-term analysis and allow 
for creative solutions. Uganda is considering 
front-loaded tariffs, whereby the tariff is higher 
for the first few years and then drops to a lower 
level. This approach supports projects with high 
levels of initial investments, without increasing 
the long-term costs for the utility. 

Cost sharing
Where a REFiT does incur additional costs to 
the status quo, these are traditionally passed on 
to the end consumer. As this may have negative 
consequences on policy goals such as increased 
energy access in countries with a high level of 
poverty, many countries have found innovative 
ways of protecting poorer customers. This will 
be particularly important as World Bank/IMF 
programmes of market liberalisation continue 
to push to remove consumer subsidies and raise 
the price of electricity. While Ghana has an-
nounced as-yet-unspecified plans for a social 
transfer mechanism, South Africa already pro-
vides a monthly quota of free electricity to low-
income households (although the current quota 
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of 50 kWh per month is criticised as too low). 
Another option is to cross-subsidise low-in-
come households through higher tariffs for rich 
customers. Such tariff structures are already 
in place in Kenya and Ethiopia, which operates 
a tiered pricing scheme with very low prices for 
low consumption. Namibia is considering intro-
ducing a similar policy.

However, given the relatively small middle class 
in most African countries, even cross-subsidies 
may not be able to coverall the costs of a RE-
FiT. 

Thus, additional sources of funding may also be 
necessary to protect the poor from higher pric-
es. Algeria and Mauritius have both taxed fos-
sil fuels in order to fund renewable energy. 
Meanwhile Ghana and Uganda are looking to 
international climate finance to support their 
REFiT programmes, such as through Nation-
ally Appropriate Mitigation Actions (NAMAs) 
under the UNFCCC and the newly-created but 
still ambiguous Green Climate Fund, expected 
to become operational soon.

However, so far the hopes set in international 
climate funding have not been fulfilled. Support 
for NAMAs remains elusive and trading of car-
bon certificates through Clean Development 
Mechanism has neither delivered finance for 
new projects, nor the promised carbon savings. 
As these sources are unlikely to provide the re-
quired funds, new and innovative sources 
should be developed to provide the ‘premium’ 
for African REFiTs:

•  A tiny Financial Transaction Tax (FTT) 
on risky and speculative trades in cur-
rency, stocks and derivatives could raise 
up to $650 billion per year and is already 
supported by the G20, with the IMF say-
ing it is technically feasible.

•  The IMF could use Special Drawing 
Rights - its own ‘synthetic currency’ – to 
make available funding for renewable 
energies.1 This mechanism was success-

1 World Future Council (2011) Financing climate protection with 
newly created SDRs, http://worldfuturecouncil.org/climate_fi-
nance.html; ActionAid (2010) Using Special Drawing Rights for 
Climate Finance, Discussion Paper

fully tested to provide extra liquidity and 
credit-worthiness to the banking sector 
during the financial crisis. 

•  Redirecting fossil fuel subsidies away from 
oil producers could generate up to $100 
billion per year for climate finance.2 

•  A levy on aviation and shipping could 
produce considerable extra funds, as well 
as reducing the emissions from two high-
polluting industries. Shipping alone could 
raise $10 billion.3

The funds raised through these mechanisms 
should be channelled through a global fund for 
feed-in tariffs,4 which would provide the extra 
premium needed, act as a guarantor and pro-
vide technical assistance and expertise.

Grid issues
Many countries have decided to limit the total 
capacity of newly installed RE power plants 
under their REFiTs because of the poor quality 
and limited size of the grid. Grid improvement 
can increase efficiency, reduce load shedding 
and balance intermittent renewable technolo-
gies. Given the expected growth in energy de-
mand, many state-owned utilities are planning 
expensive grid expansions. Often, a more cost 
effective alternative is to encourage small pow-
er producers (SPPs) to set up mini-grids that 
can work independently in remote areas and be 
integrated into the national grid at a later 
stage. SPP-friendly tariffs also lead to a more 
diversified and resilient supply.

Creating an enabling environment

Simplifying the process
Another key determinant of REFiT success is 
the quality of the administrative process of be-
coming a fully operational power producer un-
der the policy, including questions of licensing 
and grid integration. In countries without 

2 Oil Change International (2012) No Time to Waste: The Urgent 
Need for Transparency in Fossil Fuel Subsidies, Oil Change 
International, available at http://priceofoil.org/wp-content/
uploads/2012/05/1TFSFIN.pdf

3 Oxfam/WWF (2011) Out of the Bunker: Time for a Fair Deal on 
Shipping Emissions, Briefing Note.

4 Friends of the Earth (2011) Reclaiming Power: An energy model 
for people and the planet, FoE, London
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standardised PPAs, project developers have ex-
perienced long, drawn-out negotiations adding 
extra cost and uncertainty to the process, tak-
ing up to two years in Kenya and as many as 
four in Uganda. High costs for feasibility stud-
ies as well as uncertainties about who pays for 
connecting new plants to the grid or who pur-
chases the electricity have caused additional 
delays. 

The introduction of standardised feasibility 
templates and PPAs has successfully reduced 
red tape. A lead agency as point of contact and 
clear guidelines for the overall process, as prac-
tised by Mauritius, should also be considered to 
speed-up project implementation.

Furthermore, governments and state-owned 
utilities can easily help lower the costs for indi-
vidual project development by providing de-
tailed information on the country’s renewable 
energy potential. The publication of a national 
solar and wind atlases, which international 
agencies and donors have already helped pro-
duce for some countries, informs potential in-
vestors about suitable areas and reduces the 
costs for feasibility studies. 

Land Issues
As with all development projects, disputes over 
land – who owns it, who uses it, who has the 
right to develop it - have also occurred with re-
newable energy projects. Forced displacements 
and the destruction of ecosystems in connec-
tion with large hydropower projects are well 
documented, and the existing competition over 
agricultural land for is likely to be exacerbated 
by the demand for building sites for renewable 
energy plants . Any potential developments 
must engage communities using the land and 
ensure their concerns and rights are respected. 
All transactions need to be transparent and ac-
countable, with adequate support given to 
those affected. 

Providing access to finance
Accessing project finance has been a recurring 
barrier in all countries surveyed. National 
banks regard investment in renewable energy 
as risky and are only offering high interest 
loans with short payback times. These problems 

are critical for developers who rely on local fi-
nance, in particular smaller, community-based 
projects. Improving the capacity of local bank-
ing institutions is important, as is raising their 
confidence in the REFiT policy through build-
ing up a proven track record of timely pay-
ments by the utility. PPAs would then be seen 
as credible guarantees and facilitate longer-
term loans at affordable interest rates. If PPAs 
are not accepted due to liquidity problems of 
the utility, creditworthy governments or inter-
national institutions should provide additional 
guarantees.

In many of the countries surveyed, multilateral 
development banks and international donors 
already provide specific low-interest credit 
lines for renewable projects. However as the 
money passes through regional banks and fi-
nancial intermediaries before reaching local 
banks, accumulative interest is added, resulting 
in higher borrowing for the developer. Govern-
ments and international financial institutions 
need to ensure the low rates of borrowing are 
passed on to project developers. International 
concessional finance and grants are vital in 
supporting the high costs for local project de-
velopers, but are most effective when directed 
through government agencies rather than com-
mercial banks. 

In Algeria, a levy on fossil fuel exports is used 
to provide state support for renewable energy 
projects. The private sector can also take a role. 
In Kenya for example, the government has 
joined with the international insurance compa-
ny MunichRE to insure the risky start-up costs 
of a geothermal plant. Without government in-
volvement, the Kenyan Association of Manu-
facturers has established a fund to provide sup-
port for its members who want to invest in 
renewable energy projects. All of these ap-
proaches could be replicated in other countries.

Local Awareness and Technical Capacity
Insufficient information about renewable ener-
gy technologies as well as the details of a RE-
FiT scheme are serious threats to the policy’s 
overall success. Eligible groups may be exclud-
ed through ignorance, while misjudged risks 
can lead to rejection of funding as well as 
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unexpected costs and negative experiences with 
sub-standard technology may lead to severe so-
cial acceptance barriers. Dissemination of in-
formation and success stories is of crucial im-
portance. Governments and utilities should 
therefore invest in pilot projects or equip public 
buildings like schools and hospitals with RE 
technologies to provide and publicise proof of 
concepts to large audiences. 

The lack of local technical capacity is a related 
problem. The resulting need to import both 
technology and skilled labour leads to an in-
crease in overall project costs. This has made it 
particularly difficult for smaller developers 
who either cannot realise their projects or have 
to revert to low quality products. Poor installa-
tions and maintenance, however, undermine 
confidence in the new technology and thus pose 
a risk to the overall success of a REFiT policy. 

Building local capacity and supply chains is a 
necessary condition not only to reduce costs, 
but also plays an important role in general eco-
nomic growth and job creation. REFiTs should 
be designed to stimulate demand for local skills 
and capacity, i.e. through local ownership laws 
or local content requirements.5 As long as for-
eign expertise is still needed, international de-
velopers should be also obliged to transfer 
skills and technical capacity. 

Unlocking the full potential:  
Integrating the REFiT in the wider 
development strategy
More than just a way to increase the produc-
tion of sustainable electricity, REFiTs can be 
an effective tool for promoting rural develop-
ment and tackling poverty. In order to fully un-
lock this potential, the REFiT should be fully 
integrated into a country’s wider development 
strategy. As discussed above, the renewable en-
ergy sector needs skilled labour and a reliable 
support industry. These requirements must be 
included in the national plans for education 
and vocational training as well as a broader in-
dustrial development strategy. Thus, the intro-
duction of a well-integrated REFiT will have 

5 The World Trade Organisation has disputed local content require-
ments in some countries.

positive spill-over effects on other sectors and 
serve as on important springboard to leapfrog 
dirty industries and embark on a direct transi-
tion towards a low carbon future.

REFiT programmes should also be integrated 
with rural development and poverty eradication 
strategies. Making reliable electricity available 
through REFiTs can provide a much-needed 
boost for rural economies. Moreover, decentral-
ized energy production will itself provide em-
ployment and strengthen the local tax base. 
The greatest local benefit comes from a high 
degree of local ownership (see chapter V). Pol-
icies should thus support local ownership struc-
tures such as cooperatives and provide capacity 
building on business planning.

Thus, the introduction of a well-integrated RE-
FiT will have positive spill-over effects on other 
sectors and serve as an important springboard 
to leapfrog dirty industries and embark on a 
just transition towards a low carbon future. 
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