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PART I -  Project Concept

A – Summary

Nigeria is the most populous country in Africa, with an oil-dominated economy.  Renewable energies have not played a major role in its developmental efforts so far.  In order to restructure its power sector in a more efficient manner, and provide a sound basis for economic development, Nigeria has embarked on a large scale energy sector reform program that includes widening the range of options for generation with increased use of gas resources and renewables, and enabling the expansion of access to peri-urban and rural areas.  A National Renewable Energy Master Plan is nearing finalization.  The GEF support provided by this project, which is fully blended into the National Energy Development Project, will help to systematically generate first experiences and awareness for the potential benefit of renewable energies in the context of power sector reform, and later on, an energy access program in Nigeria. 
While increasingly popular, renewables will only play a major role in the national energy expansion plan once initial barriers are identified and addressed through this preliminary effort.  The development and testing of delivery and business models for renewable energy services, including the cross-sectoral focus, will create the knowledge and capacity necessary for a systematic and cost-effective deployment of renewables in the next stage of the Nigerian energy sector development.  In addition, the project will develop the needed interface between energy and other productive/service uses of.  
The project development objectives are: (i) to support the design and implementation of several access expansion, intensification and renewable energy pilot projects.  The pilots are expected to provide inputs for the policy, legal, regulatory and institutional frameworks being developed; (ii) to support the implementation of the National Renewable Energy Master Plan to reinforce its outcomes; (iii) to develop market models for renewables, such as standard, bankable contractual agreement for grid-connected small hydro power and market penetration for solar PV technologies; and (iv) initiate development of cross-sectoral energy compacts.
The MSP will not resolve all the barriers that currently prevent the adoption and the sustainability of renewable energy options in the electricity sector in Nigeria.  A larger renewable and electricity access expansion project, to obtain economy of scale and disseminate the learning process, will be required once initial progress is made. This MSP will firstly enable quick inputs to the rapidly evolving legal, institutional and regulatory regime under the reforms and secondly, lead to more targeted and cost-effective design of follow-on projects to be implemented under the reformed frameworks.  The necessary financial support for future scale-up projects will be from three sources - IDA lending, fully blended GEF support and Carbon Finance.
B - Country ownership

1. Country Eligibility

The Federal Republic of Nigeria (FGN) ratified the United Nations Framework Convention on Climate Change (UNFCCC) on August 28, 1994. The country acceded to the Kyoto Protocol on  December 10, 2004.

2. Country Drivenness

Nigeria’s National Economic Empowerment and Development Strategy (NEEDS) strongly emphasizes the rapid and sustainable development of the energy sector.  It envisages an increasing role for electricity in spreading the development net into rural and semi urban areas.  The Government has in several policy documents clearly articulated its support for rural electrification and the imperative of establishing a comprehensive framework for rural electrification and renewable energy policy options.  In 2001, the Government outlined a National Electricity Power Policy (NEPP)
 with emphasis on encouraging a “full menu of rural electrification options – grid, off-grid, mini-grid, non-thermal and renewable energy”.  The NEPP is backed by the Electric Power Sector Reform Act enacted in March 2005.  To accelerate rural development, the Government is strongly committed to expanding access to electricity in rural and semi urban areas. A comprehensive framework for rural electrification policy and strategy that meets international standards and best practices is being developed by the Federal Ministry of Power and Steel.

Presently, the Energy Commission of Nigeria (ECN) is finalizing the development of a Renewable Energy Master Plan (REMP) for the country to be presented and discussed during a national workshop in August 2005.  This plan will set-out a 20-year vision and roadmap for renewable energy to play an increasingly important role in the Nigerian economy.  The convergence of resource abundance (including large and small hydro potential, solar radiation, biomass, and wind), advances in technology and expanding market opportunities for renewable energy generated electricity, underscores Nigeria’s drive to develop a framework and appropriate business models to deliver power to the over 100 million Nigerians without access today.  In the First National Communication under the UNFCCC, the FGN also clearly articulates the potential role of renewable energy in meeting Nigeria’s global commitment to managing future emissions of greenhouse gases.

C – Program and Policy Conformity

1. Program Designation and Conformity

The project is being timed correctly to coincide with the general drive towards recognizing renewable energy as an important element of overall energy supply.  The Project is responsive to the GEF OP #6, as it will remove barriers to the expanded use of renewable energy technologies, by creating an enabling environment for grid-connected renewables. The envisaged outcomes are closely linked to two strategic priorities for the climate change focal area. These include:

(a) Power sector regulatory framework and policies for grid-based renewable energy. The project will lay the basis and build capacity for the development of a policy for the implementation of the National Renewable Energy Management Plan and for the integration of renewable energies in rural energy access expansion, by demonstrating the potential benefits of renewable energies on- and off-grid. This first experience in Nigeria in the context of a power sector reform project will raise awareness for new energy technologies with decision makers and users, and enable well-informed policy-making in support of renewable energy. 
(b) Productive uses of renewable energy: The project intends to develop and explore innovative interface to other development and investment efforts, which require energy supply, for example in agriculture, water supply, rural small and micro enterprises, education, vaccination and telecommunication.  Efforts will be made to enhance the role of renewables in such cross-sectoral interface between energy deployment and key economic and human development sectors

2. Project Design

a) Sector Background

Nigeria’s National Economic Empowerment and Development Strategy (NEEDS) emphasizes rapid development of energy resources as being critical for growth and poverty reduction.  Accordingly, the Federal Government of Nigeria (FGN) has recently accelerated efforts for energy sector reforms and the eventual privatization of various energy-related businesses.  This project is timed to support these accelerated reform efforts, and facilitate the transition of the sector into a competitive and efficient industry, organized along commercial lines with significant private participation in all its aspects.    

Translating the policy intentions underlying the reforms into real changes that deliver sustainable impacts and outcomes for Nigerians will be a daunting challenge.  In the power sector, several steps have been taken since 1999 to improve sector performance and build momentum for the reforms.  The reforms are spearheaded by the National Council on Privatization and its secretariat arm, the Bureau of Public Enterprises (BPE), in association with the FMPS and the National Electric Power Authority (NEPA), Nigeria’s national electricity utility.  In recent times NEPA has been transformed into an interim holding company (styled as the Power Holding Company of Nigeria plc) and its business has been reconstituted into 18 companies - a single national transmission utility, 11 distribution and 6 generation companies.  Each of these companies has its independent management structure.  The BPE is launching a program to invite private investment in these companies, including the possibility of outright privatization, where feasible.  The National Electricity Regulation Commission (NERC) is being established.  Mandated institutions under the EPSR Act include the Rural Electrification Agency and the Rural Electrification Fund to promote country-wide electricity access expansion.  The expectation is that over the next 3-5 years, the power sector will emerge as a competitive industry, with private sector actors owning and operating significant parts of the business, and operating with viable economic and financial fundamentals.  Furthermore, substantial growth in access to electricity is envisaged through an efficient combination of federal, state, private sector and community models.  

One direct consequence of the public and political discussion surrounding the reforms and the new act is a heightened public expectation for greater access, improved power supply and consumer service quality.  The Bank’s proposed National Energy Development Project, of which this Project forms a part is designed to support the Government’s effort to meet these expectations in the reform transition period of the next 3-5 years.  The Project therefore aims to provide much needed investment and technical assistance support to reinforce the reform and enable the sector to deliver public expectations on access, supply and services in the interim transition period.
 

The NEEDS assigns particular importance to the role of renewable energy in meeting broader growth, poverty reduction and environmental objectives. Although grid power is preferable where feasible, it may take a long time for all communities to be connected. Moreover, certain distances make grid connection costly and unaffordable to end-users. Remote mini-grids and off-grid solutions can bridge the energy gap – stimulating growth, reducing the burden of disease by enabling quality water supply and rural healthcare and improving learning conditions. However, poor policies, pricing issues, product quality and the lack of public awareness are barriers that are yet to be fully addressed.  The emerging institutional and regulatory structures under reform provide an excellent opportunity to address these barriers in a sustainable manner.
b) Rationale for GEF support
In support of the key objectives of the NEEDS and the long term targets for economic growth, integrated rural development and environment protection, the FGN is currently developing a comprehensive Renewable Energy Master Plan through the ECN.  As the Master Plan takes shape, actions are already turning to implementation of possible initiatives to promote renewable energy.  This Project proposes to implement some of these initiatives with a view to derive early indications of potential development opportunities and identification and mitigation of barriers, in on- and off-grid settings.   In this context, the priority will be the development of bankable contractual agreements for a small hydro pilot.  In the off-grid setting, the priority will be the development and implementation of innovative and sustainable business models for delivering solar PV-based rural electrification.  
GEF support will thus help address barriers to a systematic and cost-effective deployment of renewable energies by identifying conditions under which their sustainable use is possible.  GEF support will work in tandem with the new IDA project to provide support for the fast-track implementation of reform in the transition period of next 2-3 years.  It thus provides an opportunity for an early entry point to engage on the renewable energy agenda, as part of the unfolding reform program.  Under these circumstances, the MSP is the most appropriate GEF instrument that can be prepared in time, and to blend with the fast-tracked IDA project.  This early GEF engagement will open up the possibility of larger scale GEF operations in the next 3-4 years, blended with any one or both of the next two IDA operations planned in FYs 2007 and 2008. 
c) Barriers to Renewable Energy Development
Renewable Energy development in Nigeria has been sporadic in the absence of a comprehensive framework to plan, coordinate and implement a national policy and strategy.  Moreover, there are no clear and consistent institutional champions to address barriers and create expanded opportunities for renewables.  Several ad hoc initiatives are currently being undertaken by various actors.  The ECN has a few technology-driven pilot projects on solar PVs, two wind power demonstration projects located in Sokoto, and a small hydro plant that has been operating in Jos for several years.  Vast opportunities for small hydro remain untouched.  Recently several state governments have embarked on solar projects for rural water supply, residential lighting and lighting of clinics, schools and community centers.  These and several other contemplated initiatives suffer from the following specific barriers:

Policy, Legal and Regulatory Framework

Achieving adequate energy supply where renewables play a role necessitates the creation of appropriate policy framework of legal, fiscal and regulatory instruments that would attract domestic and international investments.  Clear rules, legislation, roles and responsibilities of various stakeholders along every stage of the energy flow from supply to end-use are key elements of the overall policy framework needed to promote renewable energy technologies.  Such policy, legal and institutional frameworks are at a nascent stage in Nigeria and are being developed under the reform program. 

Non-existing Framework for Power Purchase Agreements (PPA)
Currently there is no PPA framework for renewable energy generation to the grid.  A system of rational expectations between renewable electricity producers and the grid operators are an imperative for the growth in grid-based renewables.  The PPA sets the terms by which power is marketed and/or exchanged.  It determines the delivery location, power characteristics, price, quality, schedule, and terms of agreement and penalties for breach of contract.  Legally binding long-term PPAs are a must as they provide comfort to the developers as well as lenders, and would also encourage the expansion of renewable electricity development through investments. 

Institutional Framework

In Nigeria, coordination between government Ministries and agencies responsible for rural development and renewable energy development is weak and rather complex. Unlike oil and gas, no agency has a clear mandate to oversee the development of renewable energy.  The lack of a clear champion robs the sector of a driving force for its growth and development.  The new Electricity Law is expected to facilitate the establishment of a Rural Electrification Agency and a Rural Electrification Fund.  These developments will facilitate renewable energy development.  As mentioned earlier, the ECN is involved in strategic national planning for renewable energy.  At some point in the near future the expectation is that these various initiatives will converge, with assistance from projects such as this one.  
Affordability
Even though renewables have low O&M costs, most renewable energy technologies have high up-front capital cost compared to their conventional energy alternatives. Apart from the higher capital costs most renewable energy technologies (RET) face the barrier of being perceived as untested technologies. Given these twin barriers to RET, investors face higher risks and uncertainties when making investment decisions.  Therefore in a capital constrained economy like Nigeria, where there are many competing demands for available scarce capital resources, the promoters of RET face the problems of high transaction costs and restricted access to capital.

End users of RET, especially the poor, face problems of access to credits.  Lack of access to micro financing, high interest rates, poor business development skills by system vendors and unsupportive climate for investments are some of the primary barriers to market growth. 

Capacity 

Human and institutional capacity building at all levels would be required to sustain the scientific, engineering and technical skills relevant for the design, development, fabrication, installation and maintenance of RET.  In particular, capacity building in four areas are most lacking, namely; training of manpower to install, operate and maintain RET, development of manufacturing capabilities, development of critical mass of scientists, engineers, and economists, and design and effective functioning of institutional framework. 

Public Awareness

Awareness of the opportunities offered by renewable energies and their technologies is low among public and private sector stakeholders. This lack of information and awareness creates a market distortion that results in higher risk perception for potential renewable energy projects.  The general perception is that RETs are not yet mature technologies, hence are only suited for niche markets and even then will require heavy subsidy to make it viable.

There is therefore a need for dissemination of information on RE resource availability, benefits and opportunity to the general public in order to raise public awareness and generate activities in the sector.  Such process is key to building public confidence and acceptance of RET.  Providing information to selected stakeholder groups like the investors can help mobilize financial resources needed to promote RET projects.  The draft Renewable Energy Master Plan proposes the set up of a National Renewable Energy Development Agency (NREDA), which together with non-governmental organizations (NGOs), can assist in increasing public awareness and providing information and assistance to interested stakeholders. 

Poorly Developed Cross-sectoral Linkages

In some of the most successful renewable energy programs, it is an imperative that key sectors of the economy drive the demand for renewable power production.  In Nigeria, renewable energy is inadequately linked to key drivers of the national economy such as the growth in small and medium enterprises, growing demand for water supply, developments in the telecommunication industry and the drive towards integrated rural development. Developing these cross-sectoral interfaces is crucial to expanding renewable energy opportunities.

In conclusion, Nigeria as a large oil and gas economy poses an uneven playing field for renewables.  There is substantial flow of resources and policy attention to the fossil fuel sector.  This makes it difficult for renewable energy to gain a foot-hold.  Certain subsidies for fossil-fuel conventional energy technologies create a barrier for renewable energies to achieve a higher market share.  Presently, technology imports for conventional electricity production carry a much lower tariff than renewable energy electricity technologies.  This penalizes the growth of the market for renewables.  Similarly, external costs – including environmental, health, and safety- which are often significant in conventional energies are generally not taken into account in market prices of these energy carriers.  In addition, benefits of renewable energies such as increased employment are often not reflected in the energy market conditions. While this project cannot address all of these market distortions  the project will take the first steps towards leveling the playing field, by helping to understand the limits and potential of renewable energy, raising awareness and confidence in renewable energies, building capacity, improving the policy framework, and developing innovative applications in other sectors as well as innovative financing and business models in order to improve the market conditions and enabling environments for renewable energy. 

d) Project approach
Nigeria is currently going through a process of reforms in the electricity sector and changes in the policies, institutions and regulation for rural electrification are contemplated.  There is very little practical experience or knowledge outside of rural electrification projects being implemented on a conventional grid expansion basis by the government energy ministries at the Federal level and in the states.  Therefore, to properly inform the policy and strategy development process, it is essential to explore other viable models of access expansion, intensification and renewable energy development.  This project is designed to deliver that experience through the development and implementation of specific pilot projects in three states in its first component.  By doing so, it begins to tackle the barriers related to awareness, capacity, and lack of confidence into renewable energies. 
These pilots are proposed to consider interventions necessary for addressing the key barriers outlined earlier.  The experience of the pilots will also provide important inputs to implementation of the Renewable Energy Master Plan and expanding the market for renewable energy in Nigeria.  This intervention is expected to lead to an improvement of the legal and institutional framework for the market development of renewable energies. 

In the third component, it is proposed to expand the viable ranges of energy and renewable energy applications by supporting the development of cross-sectoral energy applications through an “innovation TA” approach
.  In cooperation with local players and other development efforts, productive uses for energy will be explored and demonstrated for replication.  The associated IDA-financed National Energy Development Project will co-finance with GEF, the needed TA support and investments. GEF support will ensure that parts of these activities will be fueled with renewable energy.  The components are described in more detail below. 
Components 1a and 1b: Co-financing of access expansion and intensification pilots

These two components will enable communities and States to co-finance and develop through investment support and TA respectively, electricity access expansion and intensification pilot projects (i) in areas where the transmission constraints will be overcome to ensure rapid expansion of access to a number of additional rural or peri-urban customers and (ii) in rural areas requiring either grid extension or off-grid solutions, that include renewable energy options.  The intent of the pilots is to address at a smaller scale the barriers that prevent low-cost solutions to access and development of renewable energy options.   
Four different sub sets of pilot projects are envisioned:

a) Technology driven pilot projects to test low cost distribution design. The feasibility studies of these pilot projects have been done as part of the preparation of the project. 

b) Intensification pilot projects in peri-urban areas, in the states of Cross River, Ogun and Enugu.

c) Expansion pilot projects in rural areas, in the same states of Cross River, Ogun and Enugu.

d) Off-grid rural electrification pilot projects, in the same states of Cross River, Ogun and Enugu

Different delivery models with strong private sector and community participation will be developed. All sub sets of projects are in principle open for the use of renewable energy, and the goal of the GEF intervention is to ensure that renewables are considered and used to the best effect possible.  At least 2 of the pilot projects will be based on two different renewable energy technologies, most likely in the off-grid and expansion area. 

As part of these pilots, suitable work to develop standardized Power Purchase Arrangements for grid-connected small hydro projects (less than 20 MW)
 will be undertaken.  Furthermore, at least one pilot will seek to create replicable business delivery models for the expansion of rural electrification through solar PV. It will pilot alternative service delivery models that may include leasing, micro financing, community participation, etc. 

The levels of investment subsidy and IDA/GEF co-financing required by each pilot project will depend on the:

· business model adopted for each of these pilots projects,

· level of tariff that will be determined according to the implementation of the new Electric Power Sector Reform Bill,

· share of renewable energy in the project, and

· result of the competitive procurement process to select goods and services providers.

As the selection of the pilots will be done from a pipeline after prequalification, not all of these characteristics can be determined upfront.  The criteria used in the selection process will ensure that the projects will be technically, economically and financially viable and sustainable – whether privately or publicly financed -, that they are appropriate for the changing legal environment, and that they are replicable.
Component 2:  Implementation support for the National Renewable Energy Master Plan

The Energy Commission of Nigeria has developed an National Renewable Energy Master Plan to promote the use of renewable energy in Nigeria, including by addressing barriers that currently limit such use, among which the lack of appropriate legal environment, technical capacity to check the quality of renewable energy equipment, and trained manpower to develop and operate renewable energy projects. Interventions removing these barriers can include the development of supportive policy, legal and regulatory instruments, establishment of an enabling institutional framework, development of quality assurance initiatives, communications to increase public awareness, formulation of standardized Power Purchase Agreements for grid-connected renewable energy hydro generation and creation of business delivery models for expanding market penetration for solar PV.
Under this component, the project will finance technical assistance for supporting the implementation of the National Renewable Energy Master Plan; depending on government priorities, the objectives of this assistance will be the preparation of a Renewable Energy Policy, the drafting of a Renewable Energy Act, the design of a Renewable Energy Agency, training, and/or the design of a financial support for measures aimed at leveling the playing field to least cost renewable energy technologies at the project level.

Component 3:  Innovative Cross-sectoral Energy Applications

In line with lessons from international experience on how to increase impacts of rural electrification, the pilot projects will include financial and technical support to develop and implement an effective cross-sectoral interface with projects from other sectors facing energy supply constrains. This presents a promising way to unleash additional win-win impacts for both the rural electrification projects and the other projects. The GEF support will ensure that renewable energy will be considered as part of the solution, by increasing awareness and experiences with renewable energies, by increasing affordability of renewable energies and by offering clean and sustainable energy supplies to these other development projects. Besides the direct support provided to the pilot project under component 1, calls for proposals will be initiated for local stakeholders and/or implementing agencies of projects. These would be to propose the design and implementation of such cross- sectoral interfaces with projects in other sectors covering the same area as the one covered by the pilot projects. Consistent with criteria to be delineated in the calls for proposals, the project will finance incremental cost of additional study and equipment required to make corresponding cross-sectoral benefits become effective, as well as awareness-raising activities and local capacity building. 

Component 4:  Monitoring and Evaluation
A technical assistance provision of USD 100,000 has been made in the associated IDA project to assess the different types of results expected from the 3 components above. This M&E component will initiate the extraction of lessons learnt, the organization of a stakeholders dialogue on possible models of scale-up and an independent evaluation of the project. 
e) Project benefits and beneficiaries

The Project’s implementation will contribute to creation of an enabling environment for scaling-up access and renewable energy development. It will support the Government’s efforts to stimulate growth, reduce poverty and protect the environment in rural areas.  Better access to electricity will enable increased agricultural productivity, create better environment for learning, lighting of rural clinics and improve the overall quality of life by enhancing access to information and entertainment. The project will also build capacity among officials of Federal, State, Local Government, Consultants, NGOs and communities involved in the project.

Beyond direct local benefits, the Project, given its pilot nature and small size, will marginally reduce consumption of kerosene and other fuels used for lighting.  By demonstrating that properly managed renewable projects can result in significant cost savings, increased reliability of supplies and improved sustainability, this project will help inform the development of a comprehensive strategy for accelerated development of renewable energy in Nigeria.

f) Risk Assessment
	Risk
	Risk Rating
	Risk Mitigation Measure

	FGN weakening of its commitment to the new RE strategy and instruments for providing electricity services in rural areas.  
	M
	The new law includes a section on rural electrification and provides legal basis for rural electrification in Nigeria.

	Limited capacity and/or interest of non federal government entities to develop and implement innovative access expansion projects, especially in off-grid rural areas
	M
	The value of the investment sub-component has been kept low to concentrate on a limited number of pilot projects for which local states and other non governmental stakeholders have already demonstrated a high level of commitment. Technical assistance and capital cost subsidy are provided to facilitate design and implement of these pilots.

	Failure of (i) vertical coordination between Federal Government and States and/or (ii) horizontal coordination between the different institutions involved at each level
	M
	The project is being implemented through an existing capable Project Management Unit which could later contribute to the formation of the new Rural Electrification Agency.  The Pilot Projects will offer the opportunity to design and test first at a modest level the coordination mechanisms between the different levels. Technical Assistance is provided to design theses procedures.


Overall Risk Rating: Moderate

3. Sustainability (including financial sustainability)

The strategy to reach a full sustainable use of renewable energy in Nigeria is based on a three-phased programmatic approach.  In the first phase this MSP would provide inputs from the experience of the pilots to the formulation of the new legal, institutional and regulatory framework for integration of renewable energy options.  In the second phase, a larger renewable and electricity access expansion project would enable economy of scale, expand the learning process and build capacity of the relevant institutions emerging from reforms.  In the third and final phase of nationwide scale-up, institutional and financial mechanisms are expected to be in place through the Renewable Energy Agency, Rural Electrification Agency, the Rural Electrification Fund and the National Energy Regulatory Commission (NERC). This phased approach is consistent with the development of sustainable access expansion strategy and institutions in Nigeria.  GEF engagement and support is envisaged for all three phases.
The sustainability of the use of renewable energy will depend among other things, on the commitment of the FGN to develop and implement appropriate policies, and legal, regulatory and institutional arrangements that would in the long run enable scale-up of the pilot projects to the entire country. The Renewable Energy Master Plan (REMP) intends to establish a level playing field for a broad range of energy options, including RETs and will be presented in a national workshop in August 2005. This MSP will help the implementation of the REMP (component 2), including the preparation of a Renewable Energy Policy, the drafting of a Renewable Energy Act, the design of a Renewable Energy Agency and training. 

These institutions and mechanisms should ensure long term sustainability. Furthermore, involvement of State Governments, local communities and private/NGOs stakeholders will strengthen prospects for sustainability.

This MSP by itself is not intended to solve all the barriers that currently prevent the adoption and the sustainability of renewable energy options in the electricity sector in Nigeria. Before attaining full sustainability of widely spread use of renewable energy, an intermediary project will be required in the second phase. This MSP will lead to a more cost-effective design of the follow-on project and allow reduction of cost for a larger scale implementation phase.  Scaling up the outcome of the MSP, where it makes sense, through such a large scale rural and renewable energy development project will still require financial support.  This support will be sought during the preparation of that new project in three ways: IDA lending, GEF support and Carbon Finance. This second phase project should be able to achieve significant investment and O&M cost reductions, to test and implement a financial mechanism fully supported by the Nigerian economy, and to build the capacity to handle larger scale activities. 

The third phase will be implemented by the institutional framework that would be made fully operational during the second phase. This third phase will consist of the scaling up nationwide business models on the basis of reduced costs, fully covered by both the specific national financial mechanism and the revenue from energy delivered on a commercial basis.
4. Replicability

As the sector reforms into a competitive power market, increased diversity in terms of energy resources and a range of service providers will be possible in a few years.  Therefore, these pilot initiatives are coming at the right time to demonstrate viable business models for delivering access expansion and renewable energy services by identifying and eliminating barriers.  The project will strive to deploy renewables in those situations in which they are competitive as compared to fossil-fueled energy services, which maximizes their financial sustainability as well as their developmental impact.  If these demonstrations are successful it can be expected that renewables will receive the same government support as other energy infrastructure under a rural access expansion program, which would result in a sustainable market development for renewables. 
The approach is to maintain an open architecture in the design of mechanisms for service delivery.  This approach will enable greater private sector participation, and will allow communities, cooperatives, micro financing organizations, NGOs, local and state agencies to own and operate these schemes according to the local conditions in the various states.  It is expected that the emerging business delivery models from the implementation of these pilots will serve as templates to design and implement rural and renewable energy programs nationwide. Hopefully, it will provide a launching pad for emerging institutions such as the envisaged Rural Electrification Agency and the Rural Electrification Fund. The GEF contribution to the investment cost in the current project is motivated by the fact that delivery models have to be tested and developed.  Repeater projects will not incur these “search costs” for well functioning delivery models, anymore, and therefore will be more cost-effective.  Nevertheless, incremental costs in scale-up phases might still be incurred, and GEF funds might be required in those phases, in line with incremental reasoning and other GEF policies and strategies. Alternatives to GEF support that could be explored are Carbon Finance and IDA support.
5. Stakeholder Involvement

This project builds on ongoing reform processes in rural and renewable energy development in Nigeria.  It seeks to operationalize strategies outlined in the draft Rural Electrification Policy and the draft Renewable Energy Master Plan. These policy and strategy reform processes are based on extensive processes of consultation among Federal Agencies, primarily, Federal Ministry of Power and Steel (FMPS), Federal Ministry of Water Resources, Federal Ministry of Agriculture and Rural Development, Federal Ministry of Environment (FME), ECN and the Bureau for Public Enterprises. All states of the Federation have in one way or the other participated in stakeholder workshops while, household survey has been carried out in communities around the six geopolitical zones of the country. Several donors including the African Development Bank, the World Bank, and UNDP have in one or the other form, contributed to the processes that underscore the development of this proposal.

The process of developing and implementing this proposal has benefited from consultation with the Federal Ministry of Environment (the GEF Focal Point), the ECN, the Clean Development Mechanism Office, Cross River, Enugu and Ogun State Governments, NGOs, community-based organizations and potential investors.

6. Monitoring and Evaluation

The project will be executed by the Project Management Unit (PMU) set up for the IDA Project.  The PMU will be expanded and its capacity enhanced to implement this project.  The Rural Unit of the PMU will execute this project in close collaboration with other key stakeholders including ECN, the State Governments of Ogun, Enugu and Cross River States, the Federal Ministry of Power and Steel and the BPE.  A Project Stakeholders’ Committee will be established for this purpose.  A specific M&E sub-component will be implemented for the expansion of access and renewable energy component.  The PMU will oversee implementation of the project, and prepare quarterly progress reports consistent with the performance indicators referred to in Annex 1.  It will share these reports with all stakeholders via the Project website and also organize quarterly meetings of the Stakeholders’ Committee to debrief and receive feedback.
D - Financing

1) Financing Plan

This project is fully blended with the IBRD/IDA-supported National Energy Development Project of the Federal Government of Nigeria. The associated IDA credit will be US$ 172 million, Table 1 shows the financing, and table 2 the cofinancing for the GEF-supported component of the above mentioned project. 

Table 1: Financing and cofinancing of GEF MSP blended into Nigeria National Energy Development Project (all figures in US$ million)

	Component
	Total cost
	IDA Financing
	GEF Financing
	Other Contributions*

	1a. Cofinancing of access expansion and intensification pilots-investment
	8.0
	6.5
	0.6
	0.9

	1b. Design, development and implementation of pilots
	1.0
	0.9
	0.1
	--

	2. Implementation Support for the Renewable Energy Master Plan
	0.5
	0.3
	0.2
	--

	3. Innovation of Cross sectoral energy applications
	0.4
	0.3
	0.1
	--

	4. Monitoring and Evaluation
	0.1
	0.1
	
	

	Total
	10.0
	8.1
	1.0
	0.9


*Note:  Federal Government, State Government, Beneficiaries, Commercial and micro-finance institutions-to be determined on a case-by-case basis.  The amount stated here is an initial estimate.
2) Cost Effectiveness

This project is the first step in a multi-step barrier removal process that leads to a systematic market development for renewable energy technologies in rural areas of Nigeria. The current barriers are mostly related to the fact that the awareness and trust in renewable energy technologies and renewable energy resources is low in Nigeria, as almost no prior experience has been collected. 

Alternative ways to remove these awareness and capacity-related barriers have been explored and discarded as they were considered less cost-effective.  A stand-alone GEF operation would not be able to reach the same combination of target groups and stakeholders at this cost to the GEF, as it would have been very costly and ineffective to work with federal level, state level and local actors in a stand-alone GEF operation.  In addition, a stand-alone GEF operation would not have had major influence on national level policy making. Testing the limits and opportunities for renewables in Nigeria with the objective of integrating them in the most cost-effective way in the national development strategies is goal that can only be reached in such a blended operation. 

In line with the main goal of raising awareness and testing delivery models and markets for renewable energy, the incremental cost of this project should be assessed under the paradigm of “incremental costs of barrier removal”. The GEF will in fact only cofinance the incremental costs of capacity building, awareness raising, and other barrier removal activities, like the design and development of pilot business and delivery models, pilot financing mechanisms, and pilot activities in other developmental projects, in line with the balance between local and global benefits. 
3) Co-financing
Table 2: Cofinancing of GEF MSP blended into Nigeria National Energy Development Project (all figures in US$ million)

	Co-financing Sources

	Name of Co-financier (source)
	Classification
	Type
	Amount (US$)
	Status

	IDA
	credit
	cash
	8.1
	Blended 

	Local stakeholders
	equity
	cash and in-kind
	0.9
	During project implementation

	Sub-Total Co-financing
	9.0
	


       E -  Institutional Coordination and Support

1) Core Commitments and Linkages

The project will be executed by the NEDP-PMU in close coordination with the FGN and three of the 36 States of the Federation, the Bureau of Public Enterprises (BPE), the Federal Ministry of Environment represented by the Director (Planning, Research and Statistics) and with the Energy Commission of Nigeria (ECN).  At the core of the implementation of the pilot projects are the Rural Electrification Boards or Schemes of the States, rural community groups, private developers, local entrepreneurs and any other organization that directly interact with the rural poor that the projects are aiming to serve.  A Stakeholders’ Committee will be established from which the PMU will seek guidance and to which it will report quarterly progress. 

The PMU will administer technical assistance and investment resources from the Bank and GEF sources, enable selection, design and development of the pilot projects, oversee implementation and monitor implementation and results. Except for the pilot projects aimed at testing low cost design – for which selected locations and specific designs are currently being prepared by a consultant hired by the BPE, the flow of projects will be bottom-up oriented; mobilization will occur first at local level and then the project proposals will be forwarded and adequately formatted by the states rural electrification boards/schemes to the PMU.  

On the basis of the expertise developed in the rural division of the PMU as a result of this project, it could eventually become a part of the future Rural Electrification Agency (REA) foreseen by the new Power Sector Act, or join the REA if it has already been set up, so that the experience and expertise developed is captured and institutionalized.  This pre-identified pipeline of 6 to 12 pilot projects will provide the opportunity to test and develop the future procedures for the REA to interact with states and other local stakeholders and provide adequate assistance and financing.
2) Consultation, Coordination and Collaboration between and among Implementing Agencies, Executing Agencies, and the GEF Secretariat, if appropriate.

The FGN, with the support of the World Bank is implementing a comprehensive electricity sector reform program.  The program includes initiatives to prepare policies and institutions to expand access, promote renewable energy and employ electricity as an engine of growth and service delivery.  This project is fully consistent with and blended into the reform program.

In response to a request by the FGN, UNDP is currently funding the development of the REMP. The 20-year Master Plan seeks to outline a vision, targets and milestones for developing renewable energy in Nigeria. The REMP is firmly anchored on the key objectives of the NEEDs – Nigeria’s growth and poverty reduction program, and national commitments to achieve MDGs in the country.

The GEF project seeks to take both rural electricity sector reforms and the REMP a step further by helping develop practical inputs towards the formulation of policies, legal, regulatory and institutional frameworks.  Further, the project seeks to demonstrate and create templates for launching ambitious national rural and renewable energy programs.

During the implementation of this Medium Size Project, consultations are to be held with the UNDP to identify possible areas of collaboration.  Discussions will be initiated with other external partners with a view to broadening liaison and securing commitments for follow-up activities.

GEF Secretariat Comments and Responses

Q: The only issue requiring some clarification is the issue of the subsidy to the pilot schemes. The MSP must clarify how the financial support to the Pilot Schemes will not undercut their long-run sustainability.

A: One of the aspects being piloted in these sub-projects is the extent to which capital support and subsidies are needed to ensure viability and sustainability for various types of RETs.  The issue of subsidy is therefore central to the design and development of different pilots.  

To quote from the MSP:

As the selection of the pilots will be done from a pipeline after prequalification, not all of these characteristics can be determined upfront.  The criteria used in the selection process will ensure that the projects will be technically, economically and financially viable and sustainable – whether privately or publicly financed -, that they are appropriate for the changing legal environment, and that they are replicable.
PART IV – ANNEXES

Annex 1: Project Log Frame of Objectives/Outcomes, Activities and Indicators
	Project Objective
	Project Activity
	Indicators
	targets
	Monitoring & Evaluation

	Global environment objective: 

Market development for renewable energies
GHG emission reduction
	
	Agreed institutional arrangement for future scaling-up of access to renewable energy

Integration of renewable energies in rural electrification program

Avoided CO2 emissions

	11,500 tCO2 per year at the end of the project,

291,000 tCO2 along lifetime of equipement


	PMU’s quarterly project progress reports

Bank Supervision Missions

	Project development objective: 

Pilot expansion and intensification of energy access in rural and peri-urban areas 
	
	Agreed institutional arrangement for future scaling-up of access to rural energy
	7000 new customers served
	

	Provide Pilot based experience and inputs to the development of the National Rural Electrification Policy for scaling up access and renewable energy development
	Origination and implementation of pilot projects

Capture of lessons learnt and translation into policy-type inputs 
	(a) Number of pilot projects:

· developed

· financed

· implemented 

(b) # of consumers provided electricity access

(c) Final report of pilot experiences developed and disseminated
	(a) 1 – 2 rural electrification pilots designed and developed per year
(b) 1000 new customers served by renewables

	PMU’s quarterly project progress reports

Stakeholder Committee deliberations and reporting

Bank Supervision Missions

	Support the implementation of the National Renewable Energy Master Plan to reinforce its outcomes


	Provide inputs to the objectives of the Master Plan; namely the development of: Renewable Energy Policy, Renewable Energy Act, the design for the proposed National Renewable Energy Development Agency and set-up of Renewable Energy Testing Centres
	(a) Actual inputs developed and provided to the ENC

(b) Translation of results/learning from the pilots to the ENC

(c) Disseminations events organized
	Implementation of REMP commenced by year 2
REMP implementation integrates lessons and experiences from pilot projects
	PMU’s quarterly project progress reports

Feedback from ENC on impact of Project 

Bank Supervision Missions

	Identification and demonstration of sustainable business and delivery models for on-grid and off-grid rural renewables, 
	Develop and deploy business models for renewables, including standard, bankable contractual agreement for grid-connected small hydro power and market penetration for solar PV technologies.
	(a) Standardized PPA/contracts and viable business model for on-grid (e.g. hydro) 

(b) Workable business model for off-grid (e.g. solar PV) 
	2  business model developed, 1 of them deployed
	PMU’s quarterly project progress reports

Bank Supervision Missions

	Innovation of Cross sectoral energy applications
	Launch and execution of Innovation TA proposals
	Number of innovations TAs launched and implemented
	3 cross-sectoral measures developed, at least 1 of them using renewable energy
	PMU’s quarterly project progress reports

Bank Supervision Missions


Annex-2: Incremental Cost Analysis
Introduction

Nigeria has the largest population of any country in Africa, estimated at 132 million, and the population is growing annually at a rate of 2 percent.  It has a land area of 924,000 sq. km, and is richly endowed with energy resources.  Nigeria is the largest oil producer in sub-Saharan Africa, and is ranked sixth in the world with an output of over two million barrels per day.  It has abundant natural gas resources, with proven reserves of nearly 176 trillion cubic feet (Tcf).  

Nigeria is the largest country in West Africa with a GDP of US$43.5 billion (2002).  Annual per capita income has grown to an estimated US$390 from US$290 just a few years ago, reflecting robust economic performance over the last two years.  GDP growth averaged 10.9 percent in 2003 and (estimated) 6 percent in 2004.  Poverty in Nigeria remains high though, and is widespread in the northern and remote southern areas of the country.  Urban poverty is also on the rise – it is estimated that about 48 percent of urban dwellers are living in poverty.  The peaceful transition of power to democratic civilian government in 1999, re-elected in May 2002, has created favorable conditions for economic progress and governance reforms.  These favorable trends have re-awakened the interest of the international community in Nigeria, and re-kindled hope among Nigerians.   

The Electricity Sector

NEPA was established in 1972 as the publicly owned utility responsible for the power sector in Nigeria.  It is responsible for four functions: generation, transmission, distribution, and since 1990, rural electrification.  NEPA has installed power generation capacity of about 6,000 MW, of which about 67 percent is thermal and the balance hydro-based.  Generating plant availability is low with frequent transmission and distribution outages.  Dilapidated transmission and distribution networks cause high energy losses, which together with low rate of access and uneconomic tariffs, result in poor operational and financial outcomes.  Poor service has forced more than 90 percent of industrial customers and significant numbers of residential consumers to install their own power generators, at a high cost to themselves and the Nigerian economy. Business operations are inefficient with chronic under-investment, poor maintenance, unrecorded connections and under-billing arising from a preponderance of un-metered connections.  Furthermore, where these exist, meters are dysfunctional or tampered with, and fraud by customers and meter readers is common.  

The FGN initiated comprehensive sector reforms in 1999 to address these deep-rooted problems in the sector and to harness the country’s generous energy resources for the country’s benefit through rapid access expansion.  The reform program has delivered a gradually improving trend of performance and capital asset renewal in the core sector, including rehabilitation of generating plants, construction of host power stations, incentives and programs to encourage IPPs, and upgrade and expansion of distribution and transmission systems.   After some hiccups, new electricity reform legislation has been enacted in March 2005, creating avenues for intensive restructuring, setting up a competitive industry structure and establishing new institutions such as the Nigerian Electricity Regulatory Commission, Rural Electrification Agency, and the Market Operator and Independent System Operator.  

The capital investment part of the rural electrification access program is executed by the FMPS and by States.  Costs are high, sometimes in the order of US$1,000 per connection, and community participation and contributions minimal.  Reticulation networks once completed are handed over to NEPA for operations and service to customers.  In view of the chronic shortage of power in the system and the low tariffs for rural domestic consumers, NEPA has little interest or ability to service these networks or supply power to any reasonable standard.  The most frequent result observed are a gradual deterioration of capital assets, large scale vandalism and theft of materials and low expectations of service from NEPA.  

Baseline

About 40% of Nigeria’s population has access to grid-based electricity.  Less than 20% of the rural population is connected to the national grid.  Power supply to already electrified end-users is considerably unstable and of poor quality. Rural dwellers depend on a combination of kerosene, candles and oil lamps to meet their lighting needs.  About ninety-five percent of the aggregate energy demand in rural areas is provided though biomass, primarily wood and agricultural wastes. LPG stoves and diesel generators serve the energy needs of a tiny minority of the rural rich.

Rural electrification in Nigeria has traditionally been grid-based.  It is a shared responsibility between the Federal and States Governments. The program is under-funded; suffers from significant gold-plating of technical designs; it has no time-bound access targets, burdened with high costs per connection; does not stimulate the use mini-grid and has no incentives for off-grid electrification through renewable energy.

In two decades, Nigeria’s population will likely double. In the absence of a comprehensive overhaul of rural and renewable energy policy and regulatory frameworks, more Nigerians will in the future be without electricity.  Closing the access gap will demand connection targets in excess of half a million annually.  The present arrangement for rural electrification hardly can meet one-fifth of this requirement.

The FGN has therefore set up mechanisms for expanding access to rural and renewable energy for electrification. Highest priority is currently given to the energy sector restructuring under the IDA loan currently under negotiation. This IDA loan focuses on improving the efficiency and efficacy of transmission and distribution systems, and has a small rural electrification component in order to test some approaches which will lead to the implementation of a World Bank supported Rural Electrification Strategy. In parallel, the FMPS program on renewable energy for electricity generation and the REMP are supervised by the ECN.  Without GEF contribution to the IDA Project, in all likelihood the two efforts on rural and renewable energy will not be well integrated, which will mean that renewable energy will play only a marginal role in the larger rural energy access effort. 
GEF Alternative

The main objectives of the GEF alternative are to address barriers to the deployment of renewable energies, and thus integrate renewables into the national development agenda, by the following component outputs: (i) originate and implement several access expansion, intensification and renewable energy pilots with a view to provide inputs for the policy, legal, regulatory and institutional framework development process underway in Nigeria in the wake of the new Electricity legislation; (ii) Support the implementation of the National Renewable Energy Master Plan to reinforce its outcomes; (iii) develop market models for renewables, such as standard, bankable contractual agreement and PPAs for grid-connected small hydro power projects, and market penetration for solar PV technologies; and (iv) engender interest in development of energy-based cross sectoral development compacts. These outputs will facilitate that rural energy access in Nigeria will make use of renewables according to their economic and environmental potential. 
Global Benefits and Additional Local Benefits

The project will directly help in reducing CO2 emissions through the implementation of two pilot projects, including a possible 2.5MW small hydro scheme and an off-grid  solar based rural electrification project benefiting nearly 500 households and rural enterprises. It will be assumed that the 2.5MW hydro scheme produces the same amount of electricity as a 2.5MW baseline power plant.  At the margin, baseline power would be provided through gas-based power plants.  The emission factor for gas-based heat and electricity generation in Nigeria is 670 g CO2 per kWh
.  An assumed operating time of 7000 hours per year of the hydro scheme would result in annual savings of around 11,500 tons CO2 emissions per year. An assumed lifetime of 25 years results in around 290,000 tons CO2 emissions for the hydro scheme. 
Each solar home system displaces at least kerosene and candles for lighting, resulting typically in CO2 savings of around 120 kg per household and year. Assuming the project will reach 500 households, this results in avoided emissions of 65 tons per year, or 1620 tons over an assumed lifetime of the SHS of 25 years. In this project, it is expected that the electricity will be used to support productive uses, which enables the SHS to displace more fossil-based electricity, and the associated emissions. 
Total direct benefits would be in the range of about 291 kt of CO2 emissions avoided over the life of the equipment installed.

Indirect global environmental benefits of the project will become clearer during project implementation, when the pilot projects will demonstrate how far renewable energies are able to substitute fossil-based energy services.  Due to the technical assistance and capacity building activities in the current project, it is to be expected that these pilots will be replicated at least about 5 times without further GEF interventions, so that a lower bound for the indirect emission impacts of the project would be 1.5 million tons CO2. 
The agreed cost of barrier removal for renewable energy in rural access expansion and peri-urban access intensification is the GEF contribution of US$ 1 million. Several additional domestic benefits attributable to the project activities include: meeting the energy needs of presently unserved local communities and quality of life enhancements. For further local benefits please refer to the main project appraisal document. These local benefits justify the IDA grant and local co-financing of US$ 9 million.  The GEF expense per ton of CO2 saved is 0.67USD. 
Incremental Cost Matrix
	
	Baseline
	Alternative
	Increment 
(Alternative – Baseline)

	Global Environmental Benefits
	Rural energy access is expanded based on fossil fuels 

Pilot projects do not include renewable energy based projects

Renewable Energy Master Plan is not linked to rural electrification effort

Innovative cross-sectoral energy applications are developed without renewable energy considerations

	Renewable energies are integrated in rural electrification efforts and innovative cross-sectoral energy applications

Renewable Energy Master Plan’s implementation will be cost-effectively integrated with rural energy access program

	· 800,000  tons direct CO2 emissions reduction (assuming a project lifetime of 20 years) 

· Barrier removal for market development for renewables in an important oil-based economy in West Africa

	Domestic Benefits
	
	Local economic and environmental disadvantages from non-renewable energy use avoided

Sustainable business models and innovative cross-sectoral energy applications encourage buildup of local RE industry
	Economic and environmental improvements


	
	$9,000,000
	$10,000,000
	$1,000,000


Annex 3: Nigeria: Country at a Glance
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PRICES and GOVERNMENT FINANCE

1982

1992

2001

2002

Domestic prices

(% change)

Consumer prices

7.7

44.6

18.9

12.9

Implicit GDP deflator

2.6

83.6

7.8

11.6

Government finance

(% of GDP, includes current grants)

Current revenue

..

35.1

46.9

40.2

Current budget balance

7.8

16.7

7.1

2.9

Overall surplus/deficit

..

..

-3.3

-5.8

TRADE

1982

1992

2001

2002

(US$ millions)

Total exports (fob)

12,154

11,886

17,949

14,912

   Crude petroleum

11,888

11,642

16,574

13,306

   Liquefied natural gas

..

..

708

886

   Manufactures

..

36

88

89

Total imports (cif)

17,730

9,842

13,619

14,752

   Food

2,890

807

1,790

1,917

   Fuel and energy

..

..

2,717

3,470

   Capital goods

..

..

..

..

Export price index 

(1995=100)

186

110

148

152

Import price index 

(1995=100)

63

89

85

84

Terms of trade 

(1995=100)

293

123

175

181

BALANCE of PAYMENTS

1982

1992

2001

2002

(US$ millions)

Exports of goods and services

12,607

12,034

18,943

15,932

Imports of goods and services

17,210

11,539

17,041

18,455

Resource balance

-4,602

495

1,902

-2,523

Net income

-1,661

-2,569

-2,482

-2,956

Net current transfers

..

776

1,773

1,812

Current account balance

-6,693

-1,298

1,193

-3,667

Financing items (net)

4,326

-717

-170

676

Changes in net reserves

2,367

2,015

-1,023

2,991

Memo:

Reserves including gold 

(US$ millions)

1,639

2,135

10,423

7,233

Conversion rate 

(DEC, local/US$)

1.0

19.0

111.6

121.0

EXTERNAL DEBT and RESOURCE FLOWS

1982

1992

2001

2002

(US$ millions)

Total debt outstanding and disbursed

11,972

29,019

31,119

30,116

    IBRD

674

3,174

1,337

1,275

    IDA

37

80

621

676

Total debt service

2,087

3,750

3,659

2,933

    IBRD

85

555

285

251

    IDA

1

1

13

16

Composition of net resource flows

    Official grants

..

..

..

..

    Official creditors

169

198

-1,464

..

    Private creditors

2,417

-1,542

-184

..

    Foreign direct investment

..

714

1,796

1,950

    Portfolio equity

0

0

0

..

World Bank program

    Commitments

100

581

305

438

    Disbursements

144

296

27

20

    Principal repayments

33

295

215

189

-15

-10

-5

0

5
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15

96

97

98

99

00

01

02

Current account balance to GDP (%)

0
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Exports

Imports

Export and import levels (US$ mill.)
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00
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GDP deflator

CPI

Inflation (%)

G: 1,723

A: 1,275

D: 719

B: 676

F: 3,277

E: 

22,446

Composition of 2002 debt (US$ mill.)

A - IBRD

B - IDA    

C - IMF



D - Other multilateral

E - Bilateral

F - Private

G - Short-term
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� Total value of associated IDA project P090104


� Nigeria National Electricity Policy Document dated October 2000.


� Two ongoing Bank Credits, the Transmission Development Project and the Privatization Support Project are currently supporting the reform effort and partially financing revamp of the sector’s assets and systems.  The new Project will scale up support and enable Nigeria to commercialize the sector and speed up reforms and privatization.  The Project also provides support to initiatives for reduction of flared gas and diverting them to domestic use.


� An Innovation Solicitation process invites new ideas on projects from the community and private sector through a process of open advertisement.  After an initial review, promising ideas are financed under the project for development and eventual implementation.


� The new Electricity Act provides that generation upto this limit can be developed under licence and off-grid projects of upto 1MW capacity can be developed without licence.


� IEA (2004): CO2 emissions from fuel combustion, CO2 emissions from electricity and heat production from natural gas
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POVERTY and SOCIAL

 

Saharan

Low-

Nigeria

Africa

income

2002

Population, mid-year 

(millions)

132.8

688

2,495

GNI per capita 

(Atlas method, US$)

290

450

430

GNI 

(Atlas method, US$ billions)

38.7

306

1,072

Average annual growth, 1996-02

Population 

(%)

2.5

2.4

1.9

Labor force 

(%)

2.6

2.5

2.3

Most recent estimate (latest year available, 1996-02)

Poverty 

(% of population below national poverty line)

..

..

..

Urban population 

(% of total population)

46

33

30

Life expectancy at birth 

(years)

45

46

59

Infant mortality 

(per 1,000 live births)

109

105

81

Child malnutrition 

(% of children under 5)

31

..

..

Access to an improved water source 

(% of population)

62

58

76

Illiteracy 

(% of population age 15+)

33

37

37

Gross primary enrollment  

(% of school-age population)

82

86

95

    Male

89

92

103

    Female

74

80

87

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1982

1992

2001

2002

GDP 

(US$ billions)

49.7

32.7

42.5

43.4

Gross domestic investment/GDP

..

21.8

20.1

23.3

Exports of goods and services/GDP

16.3

42.2

44.4

37.7

Gross domestic savings/GDP

14.0

23.5

24.5

17.4

Gross national savings/GDP

11.4

16.9

22.9

14.8

Current account balance/GDP

-13.5

-4.0

2.8

-8.5

Interest payments/GDP

1.7

5.6

4.6

..

Total debt/GDP

24.1

88.7

73.2

69.4

Total debt service/exports

16.1

30.9

19.0

18.1

Present value of debt/GDP

..

..

72.6

..

Present value of debt/exports

..

..

160.6

..

1982-92

1992-02

2001

2002

2002-06

(average annual growth)

GDP

4.2

2.3

2.9

-0.9

3.5

GDP per capita

1.2

-0.4

0.6

-3.1

0.5

Exports of goods and services

4.6

2.0

-1.8

-17.6

..

STRUCTURE of the ECONOMY

1982

1992

2001

2002

(% of GDP)

Agriculture

30.8

23.8

34.6

37.4

Industry

33.3

58.3

35.5

28.8

   Manufacturing

9.6

4.3

4.2

..

Services

35.8

17.9

29.9

33.8

Private consumption

69.9

58.1

45.5

55.4

General government consumption

16.1

18.4

30.0

27.2

Imports of goods and services

22.3

40.5

39.9

43.6

1982-92

1992-02

2001

2002

(average annual growth)

Agriculture

4.8

3.8

3.8

5.3

Industry

2.4

0.8

1.5

-4.8

   Manufacturing

2.8

1.3

3.8

..

Services

6.0

2.4

3.2

-4.3

Private consumption

-1.8

-2.0

-12.5

7.2

General government consumption

-1.0

10.5

22.9

-11.6

Gross domestic investment

2.2

6.6

13.3

20.5

Imports of goods and services

-8.9

6.5

11.3

8.6
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PRICES and GOVERNMENT FINANCE

1982

1992

2001

2002

Domestic prices

(% change)

Consumer prices

7.7

44.6

18.9

12.9

Implicit GDP deflator

2.6

83.6

7.8

11.6

Government finance

(% of GDP, includes current grants)

Current revenue

..

35.1

46.9

40.2

Current budget balance

7.8

16.7

7.1

2.9

Overall surplus/deficit

..

..

-3.3

-5.8

TRADE

1982

1992

2001

2002

(US$ millions)

Total exports (fob)

12,154

11,886

17,949

14,912

   Crude petroleum

11,888

11,642

16,574

13,306

   Liquefied natural gas

..

..

708

886

   Manufactures

..

36

88

89

Total imports (cif)

17,730

9,842

13,619

14,752

   Food

2,890

807

1,790

1,917

   Fuel and energy

..

..

2,717

3,470

   Capital goods

..

..

..

..

Export price index 

(1995=100)

186

110

148

152

Import price index 

(1995=100)

63

89

85

84

Terms of trade 

(1995=100)

293

123

175

181

BALANCE of PAYMENTS

1982

1992

2001

2002

(US$ millions)

Exports of goods and services

12,607

12,034

18,943

15,932

Imports of goods and services

17,210

11,539

17,041

18,455

Resource balance

-4,602

495

1,902

-2,523

Net income

-1,661

-2,569

-2,482

-2,956

Net current transfers

..

776

1,773

1,812

Current account balance

-6,693

-1,298

1,193

-3,667

Financing items (net)

4,326

-717

-170

676

Changes in net reserves

2,367

2,015

-1,023

2,991

Memo:

Reserves including gold 

(US$ millions)

1,639

2,135

10,423

7,233

Conversion rate 

(DEC, local/US$)

1.0

19.0

111.6

121.0

EXTERNAL DEBT and RESOURCE FLOWS

1982

1992

2001

2002

(US$ millions)

Total debt outstanding and disbursed

11,972

29,019

31,119

30,116

    IBRD

674

3,174

1,337

1,275

    IDA

37

80

621

676

Total debt service

2,087

3,750

3,659

2,933

    IBRD

85

555

285

251

    IDA

1

1

13

16

Composition of net resource flows

    Official grants

..

..

..

..

    Official creditors

169

198

-1,464

..

    Private creditors

2,417

-1,542

-184

..

    Foreign direct investment

..

714

1,796

1,950

    Portfolio equity

0

0

0

..

World Bank program

    Commitments

100

581

305

438

    Disbursements

144

296

27

20

    Principal repayments

33

295

215

189
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				Technical notes

		1		Nigeria at a glance																										9/2/03

																Sub-

				POVERTY and SOCIAL												Saharan		Low-

														Nigeria		Africa		income

				2002

														132.8		688		2,495

														290		450		430

														38.7		306		1,072

				Average annual growth, 1996-02

														2.5		2.4		1.9

														2.6		2.5		2.3

				Most recent estimate (latest year available, 1996-02)

														..		..		..

														46		33		30

														45		46		59

														109		105		81

														31		..		..

														62		58		76

														33		37		37

														82		86		95

				Male										89		92		103

				Female										74		80		87

				KEY ECONOMIC RATIOS and LONG-TERM TRENDS

												1982		1992		2001		2002

												49.7		32.7		42.5		43.4

				Gross domestic investment/GDP								..		21.8		20.1		23.3

				Exports of goods and services/GDP								16.3		42.2		44.4		37.7

				Gross domestic savings/GDP								14.0		23.5		24.5		17.4

				Gross national savings/GDP								11.4		16.9		22.9		14.8

				Current account balance/GDP								-13.5		-4.0		2.8		-8.5

				Interest payments/GDP								1.7		5.6		4.6		..

				Total debt/GDP								24.1		88.7		73.2		69.4

				Total debt service/exports								16.1		30.9		19.0		18.1

				Present value of debt/GDP								..		..		72.6		..

				Present value of debt/exports								..		..		160.6		..

										1982-92		1992-02		2001		2002		2002-06

				(average annual growth)

				GDP						4.2		2.3		2.9		-0.9		3.5

				GDP per capita						1.2		-0.4		0.6		-3.1		0.5

				Exports of goods and services						4.6		2.0		-1.8		-17.6		..

				STRUCTURE of the ECONOMY

												1982		1992		2001		2002

				(% of GDP)

				Agriculture								30.8		23.8		34.6		37.4

				Industry								33.3		58.3		35.5		28.8

				Manufacturing								9.6		4.3		4.2		..

				Services								35.8		17.9		29.9		33.8

				Private consumption								69.9		58.1		45.5		55.4

				General government consumption								16.1		18.4		30.0		27.2

				Imports of goods and services								22.3		40.5		39.9		43.6

												1982-92		1992-02		2001		2002

				(average annual growth)

				Agriculture								4.8		3.8		3.8		5.3

				Industry								2.4		0.8		1.5		-4.8

				Manufacturing								2.8		1.3		3.8		..

				Services								6.0		2.4		3.2		-4.3

				Private consumption								-1.8		-2.0		-12.5		7.2

				General government consumption								-1.0		10.5		22.9		-11.6

				Gross domestic investment								2.2		6.6		13.3		20.5

				Imports of goods and services								-8.9		6.5		11.3		8.6

				AFTP3.  Note: 2002 data are preliminary estimates.

				* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will be incomplete.

				* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

				be incomplete.





page 1

		-10.9018830525		4.3

		97		97

		98		98

		99		99

		00		00

		01		01

		02		02



&F

Page &P

Growth of investment and GDP (%)

GDI

GDP

3.7427043781

2.7

5.0101745111
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Growth of exports and imports (%)

Exports

Imports

1.2153872614

12.9185440458

5.4254932398

-3.2815239539

-12.404280358

14.8934780301

2.8398929202

9.7424455173

-1.7682418013

11.2595085358

-17.5932642974

8.5746242793



ModLDBVar
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Macros

		

																																Nigeria

				PRICES and GOVERNMENT FINANCE

												1982		1992		2001		2002

				Domestic prices

				(% change)

				Consumer prices								7.7		44.6		18.9		12.9

				Implicit GDP deflator								2.6		83.6		7.8		11.6

				Government finance

				(% of GDP, includes current grants)

				Current revenue								..		35.1		46.9		40.2

				Current budget balance								7.8		16.7		7.1		2.9

				Overall surplus/deficit								..		..		-3.3		-5.8

				TRADE

												1982		1992		2001		2002

				(US$ millions)

				Total exports (fob)								12,154		11,886		17,949		14,912

				Crude petroleum								11,888		11,642		16,574		13,306

				Liquefied natural gas								..		..		708		886

				Manufactures								..		36		88		89

				Total imports (cif)								17,730		9,842		13,619		14,752

				Food								2,890		807		1,790		1,917

				Fuel and energy								..		..		2,717		3,470

				Capital goods								..		..		..		..

												186		110		148		152

												63		89		85		84

												293		123		175		181

				BALANCE of PAYMENTS

												1982		1992		2001		2002

				(US$ millions)

				Exports of goods and services								12,607		12,034		18,943		15,932

				Imports of goods and services								17,210		11,539		17,041		18,455

				Resource balance								-4,602		495		1,902		-2,523

				Net income								-1,661		-2,569		-2,482		-2,956

				Net current transfers								..		776		1,773		1,812

				Current account balance								-6,693		-1,298		1,193		-3,667

				Financing items (net)								4,326		-717		-170		676

				Changes in net reserves								2,367		2,015		-1,023		2,991

				Memo:

												1,639		2,135		10,423		7,233

												1.0		19.0		111.6		121.0

				EXTERNAL DEBT and RESOURCE FLOWS

												1982		1992		2001		2002

				(US$ millions)

				Total debt outstanding and disbursed								11,972		29,019		31,119		30,116

				IBRD								674		3,174		1,337		1,275

				IDA								37		80		621		676

				Total debt service								2,087		3,750		3,659		2,933

				IBRD								85		555		285		251

				IDA								1		1		13		16

				Composition of net resource flows

				Official grants								..		..		..		..

				Official creditors								169		198		-1,464		..

				Private creditors								2,417		-1,542		-184		..

				Foreign direct investment								..		714		1,796		1,950

				Portfolio equity								0		0		0		..

				World Bank program

				Commitments								100		581		305		438

				Disbursements								144		296		27		20

				Principal repayments								33		295		215		189

				Net flows								111		1		-188		-169

				Interest payments								53		262		83		74

				Net transfers								59		-261		-271		-243

				AFTP3																										9/2/03
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Export and import levels (US$ mill.)

Exports
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16117

6881.112

15539

10246.392

10114
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11927
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21395
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Inflation (%)

GDP deflator

CPI

1.3610486587

8.3

-5.5509012062

10.3

12.2865353024

6.6152649994

27.8899460891

6.9

7.7974736121

18.9

11.6084239339

12.9



				DATA FOR GRAPHS

								Gross		Access		GNI

						Life		primary		to safe		per

						expectancy		enrollment		water		capita

				Low-income group		1		1		1		1				Group normalized to 1

				Nigeria		0.77		0.87		0.82		0.67				Country / income group

				Country data		45		82		62		290

				Income group data		59		95		76		430

						Trade		GDI		PV/EXP		GDS

				Low-income group		1		1		1		1				Group normalized to 1

				Nigeria		1.70		1.13		1.10		0.86				Country / income group

				Country data		81.3		23.3		160.6		17.4

				Income group data		47.8		20.6		146.2		20.2

						92		93		94		95		96		97		98		99		00		01		02

						GDI, GDP growth

						92		93		94		95				97		98		99		00		01		02

		NE.GDI.TOTL.KN		GDI		24.3		26.5		-1.7		-13.0		-10.9		3.7		5.0		42.1		9.2		13.3		20.5

		NY.GDP.MKTP.KN		GDP		2.9		2.2		0.1		2.5		4.3		2.7		1.9		1.1		4.2		2.9		-0.9

						Export, Import growth

						92		93		94		95				97		98		99		00		01		02

		NE.EXP.GNFS.KN		Exports		3.3		-3.8		7.2		16.8		11.8		1.2		5.4		-12.4		2.8		-1.8		-17.6

		NE.IMP.GNFS.KN		Imports		2.2		-1.5		-7.1		11.4		4.8		12.9		-3.3		14.9		9.7		11.3		8.6

						% change

						92		93		94		95				97		98		99		00		01		02

		NY.GDP.MKTP.CN / NY.GDP.MKTP.KN		GDP deflator		83.6		52.6		27.8		56.0		36.9		1.4		-5.6		12.3		27.9		7.8		11.6

		FP.CPI.TOTL		CPI		44.6		60.4		57.0		72.9		29.3		8.3		10.3		6.6		6.9		18.9		12.9

						Trade

						92		93		94		95		96		97		98		99		00		01		02

		TX.VAL.MRCH.CD.WB		Exports		11,886		9,924		9,415		11,734		16,117		15,539		10,114		11,927		21,395		17,949		14,912

		TM.VAL.MRCH.CD.WB		Imports		9,842		9,180		7,162		9,059		6,881		10,246		10,269		11,658		12,252		13,619		14,752

						92		93		94		95		96		97		98		99		00		01		02

		BN.CAB.XOKA.CD		CAB/GDP		-4.0		-10.1		-6.8		-3.2		11.2		7.8		-9.6		-9.5		9.9		2.8		-8.5

						Chart year:				Chart labels:												GDF

				Composition of total debt		2002				Composition of 2002 debt (US$ mill.)												2001

		DT.DOD.MIBR.CD		IBRD		1,275				A: 1,275												1337

		DT.DOD.MIDA.CD		IDA		676				B: 676												621

		DT.DOD.DIMF.CD		IMF		0																0

		DT.DOD.DECT.CD - other sources		Other multilateral		719				D: 719												919

		DT.DOD.BLAT.CD		Bilateral		22,446				E: 22,446												23053

		DT.DOD.PRVT+DPNG.CD		Private		3,277				F: 3,277												3466

		DT.DOD.DSTC.CD		Short-term		1,723				G: 1,723												1723

		Delete Link?
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				Technical notes

		1		Nigeria at a glance																										9/2/03

																Sub-

				POVERTY and SOCIAL												Saharan		Low-

														Nigeria		Africa		income

				2002

														132.8		688		2,495

														290		450		430

														38.7		306		1,072

				Average annual growth, 1996-02

														2.5		2.4		1.9

														2.6		2.5		2.3

				Most recent estimate (latest year available, 1996-02)

														..		..		..

														46		33		30

														45		46		59

														109		105		81

														31		..		..

														62		58		76

														33		37		37

														82		86		95

				Male										89		92		103

				Female										74		80		87

				KEY ECONOMIC RATIOS and LONG-TERM TRENDS

												1982		1992		2001		2002

												49.7		32.7		42.5		43.4

				Gross domestic investment/GDP								..		21.8		20.1		23.3

				Exports of goods and services/GDP								16.3		42.2		44.4		37.7

				Gross domestic savings/GDP								14.0		23.5		24.5		17.4

				Gross national savings/GDP								11.4		16.9		22.9		14.8

				Current account balance/GDP								-13.5		-4.0		2.8		-8.5

				Interest payments/GDP								1.7		5.6		4.6		..

				Total debt/GDP								24.1		88.7		73.2		69.4

				Total debt service/exports								16.1		30.9		19.0		18.1

				Present value of debt/GDP								..		..		72.6		..

				Present value of debt/exports								..		..		160.6		..

										1982-92		1992-02		2001		2002		2002-06

				(average annual growth)

				GDP						4.2		2.3		2.9		-0.9		3.5

				GDP per capita						1.2		-0.4		0.6		-3.1		0.5

				Exports of goods and services						4.6		2.0		-1.8		-17.6		..

				STRUCTURE of the ECONOMY

												1982		1992		2001		2002

				(% of GDP)

				Agriculture								30.8		23.8		34.6		37.4

				Industry								33.3		58.3		35.5		28.8

				Manufacturing								9.6		4.3		4.2		..

				Services								35.8		17.9		29.9		33.8

				Private consumption								69.9		58.1		45.5		55.4

				General government consumption								16.1		18.4		30.0		27.2

				Imports of goods and services								22.3		40.5		39.9		43.6

												1982-92		1992-02		2001		2002

				(average annual growth)

				Agriculture								4.8		3.8		3.8		5.3

				Industry								2.4		0.8		1.5		-4.8

				Manufacturing								2.8		1.3		3.8		..

				Services								6.0		2.4		3.2		-4.3

				Private consumption								-1.8		-2.0		-12.5		7.2

				General government consumption								-1.0		10.5		22.9		-11.6

				Gross domestic investment								2.2		6.6		13.3		20.5

				Imports of goods and services								-8.9		6.5		11.3		8.6

				AFTP3.  Note: 2002 data are preliminary estimates.

				* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will be incomplete.

				* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

				be incomplete.
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																																Nigeria

				PRICES and GOVERNMENT FINANCE

												1982		1992		2001		2002

				Domestic prices

				(% change)

				Consumer prices								7.7		44.6		18.9		12.9

				Implicit GDP deflator								2.6		83.6		7.8		11.6

				Government finance

				(% of GDP, includes current grants)

				Current revenue								..		35.1		46.9		40.2

				Current budget balance								7.8		16.7		7.1		2.9

				Overall surplus/deficit								..		..		-3.3		-5.8

				TRADE

												1982		1992		2001		2002

				(US$ millions)

				Total exports (fob)								12,154		11,886		17,949		14,912

				Crude petroleum								11,888		11,642		16,574		13,306

				Liquefied natural gas								..		..		708		886

				Manufactures								..		36		88		89

				Total imports (cif)								17,730		9,842		13,619		14,752

				Food								2,890		807		1,790		1,917

				Fuel and energy								..		..		2,717		3,470

				Capital goods								..		..		..		..

												186		110		148		152

												63		89		85		84

												293		123		175		181

				BALANCE of PAYMENTS

												1982		1992		2001		2002

				(US$ millions)

				Exports of goods and services								12,607		12,034		18,943		15,932

				Imports of goods and services								17,210		11,539		17,041		18,455

				Resource balance								-4,602		495		1,902		-2,523

				Net income								-1,661		-2,569		-2,482		-2,956

				Net current transfers								..		776		1,773		1,812

				Current account balance								-6,693		-1,298		1,193		-3,667

				Financing items (net)								4,326		-717		-170		676

				Changes in net reserves								2,367		2,015		-1,023		2,991

				Memo:

												1,639		2,135		10,423		7,233

												1.0		19.0		111.6		121.0

				EXTERNAL DEBT and RESOURCE FLOWS

												1982		1992		2001		2002

				(US$ millions)

				Total debt outstanding and disbursed								11,972		29,019		31,119		30,116

				IBRD								674		3,174		1,337		1,275

				IDA								37		80		621		676

				Total debt service								2,087		3,750		3,659		2,933

				IBRD								85		555		285		251

				IDA								1		1		13		16

				Composition of net resource flows

				Official grants								..		..		..		..

				Official creditors								169		198		-1,464		..

				Private creditors								2,417		-1,542		-184		..

				Foreign direct investment								..		714		1,796		1,950

				Portfolio equity								0		0		0		..

				World Bank program

				Commitments								100		581		305		438

				Disbursements								144		296		27		20

				Principal repayments								33		295		215		189

				Net flows								111		1		-188		-169

				Interest payments								53		262		83		74

				Net transfers								59		-261		-271		-243

				AFTP3																										9/2/03
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				DATA FOR GRAPHS

								Gross		Access		GNI

						Life		primary		to safe		per

						expectancy		enrollment		water		capita

				Low-income group		1		1		1		1				Group normalized to 1

				Nigeria		0.77		0.87		0.82		0.67				Country / income group

				Country data		45		82		62		290

				Income group data		59		95		76		430

						Trade		GDI		PV/EXP		GDS

				Low-income group		1		1		1		1				Group normalized to 1

				Nigeria		1.70		1.13		1.10		0.86				Country / income group

				Country data		81.3		23.3		160.6		17.4

				Income group data		47.8		20.6		146.2		20.2

						92		93		94		95		96		97		98		99		00		01		02

						GDI, GDP growth

						92		93		94		95				97		98		99		00		01		02

		NE.GDI.TOTL.KN		GDI		24.3		26.5		-1.7		-13.0		-10.9		3.7		5.0		42.1		9.2		13.3		20.5

		NY.GDP.MKTP.KN		GDP		2.9		2.2		0.1		2.5		4.3		2.7		1.9		1.1		4.2		2.9		-0.9

						Export, Import growth

						92		93		94		95				97		98		99		00		01		02

		NE.EXP.GNFS.KN		Exports		3.3		-3.8		7.2		16.8		11.8		1.2		5.4		-12.4		2.8		-1.8		-17.6

		NE.IMP.GNFS.KN		Imports		2.2		-1.5		-7.1		11.4		4.8		12.9		-3.3		14.9		9.7		11.3		8.6

						% change

						92		93		94		95				97		98		99		00		01		02

		NY.GDP.MKTP.CN / NY.GDP.MKTP.KN		GDP deflator		83.6		52.6		27.8		56.0		36.9		1.4		-5.6		12.3		27.9		7.8		11.6

		FP.CPI.TOTL		CPI		44.6		60.4		57.0		72.9		29.3		8.3		10.3		6.6		6.9		18.9		12.9

						Trade

						92		93		94		95		96		97		98		99		00		01		02

		TX.VAL.MRCH.CD.WB		Exports		11,886		9,924		9,415		11,734		16,117		15,539		10,114		11,927		21,395		17,949		14,912

		TM.VAL.MRCH.CD.WB		Imports		9,842		9,180		7,162		9,059		6,881		10,246		10,269		11,658		12,252		13,619		14,752

						92		93		94		95		96		97		98		99		00		01		02

		BN.CAB.XOKA.CD		CAB/GDP		-4.0		-10.1		-6.8		-3.2		11.2		7.8		-9.6		-9.5		9.9		2.8		-8.5

						Chart year:				Chart labels:												GDF

				Composition of total debt		2002				Composition of 2002 debt (US$ mill.)												2001

		DT.DOD.MIBR.CD		IBRD		1,275				A: 1,275												1337

		DT.DOD.MIDA.CD		IDA		676				B: 676												621

		DT.DOD.DIMF.CD		IMF		0																0

		DT.DOD.DECT.CD - other sources		Other multilateral		719				D: 719												919

		DT.DOD.BLAT.CD		Bilateral		22,446				E: 22,446												23053

		DT.DOD.PRVT+DPNG.CD		Private		3,277				F: 3,277												3466

		DT.DOD.DSTC.CD		Short-term		1,723				G: 1,723												1723
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