POVERTY AND SOCIAL IMPACTS ANALYSIS

Understanding key barriers to accessing electricity services for the preparation and implementation
of the National Electrification Plan in Myanmar

The data presented in this report is based on two rounds of qualitative research conducted by Enlightened Myanmar Research (EMR)
between Februaty and June 2014 (Phase I) and February and March 2015 (Phase II)
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Executive Summary

Objective and key research questions

The Myanmar National Electrification Plan (NEP) aims to electrify 100% of Myanmar’s
households by 2030. According to the Earth Institute’s (EI) geospatial planning results, this means
connecting more than 7.2 million households over the next 16 years. Balancing financial sustainability with
addressing consumers’ concerns about price increases, and in particular the need to protect poor and
vulnerable consumers will be key for the implementation of the NEP.

The development of the NEP supported by the World Bank (WB) through a series of capacity
building and Technical Assistance (TA) activities includes a review of electricity tariffs and subsidy
mechanisms. The Poverty and Social Impacts Analysis (PSIA) is intended to support this process by
providing information on: (i) the institutional context where the development and implementation of the
NEDP takes place; (ii) key barriers to accessing electricity services in both rural and urban areas; (iii) energy and
electricity consumption patterns with a focus on energy poverty; (iv) perception of affordability of electricity
connections and recurrent charges - with a particular focus on the new tariffs introduced in April 2014 and
how these have affected different groups of consumers; and (v) consumers’ perspectives on the quality of
services and understanding of pricing. The PSIA used a mixed methods approach and included and
quantitative and a qualitative module implemented in two phases to collect information on the issues outlined
above. 1

The PSIA was launched in a context where Government announcements of tariff increases in
November 2013 met with significant opposition and protests on the part of citizens. Electricity tariffs
for retail customers were adjusted in April 20142, The new tariff system introduced three tariff blocks for
residential, small and medium-sized customers: (i) less than 100 kWh at 35 kyats; (i) from 101 to 200 kWh at
40 kyats; and (iii) more than 201 kWh at 50 kyats. For industrial and large customers, there are six tariff
blocks with tariffs ranging from 75-150 kyats/kWh. Effectively, residential, small and medium-sized
customers will be cross-subsidized by industrial and large commercial customers since their new tariffs (35-50
kyats/kWh) are below the average cost of supply.

The PSIA also drew on the results of a “deep-dive” into the 2009 IHLCA data focusing on access
to electricity, reliability of supply and affordability. Initial analysis by Kozel and Kim was used to provide
preliminary insights into bartriers to access and currently being finalized and will include an overview of the
methodology.

The qualitative analysis undertaken drew on the ongoing research program of the Livelihoods
and Food Security Trust Fund (LIFT): Qualitative Socio-Economic Monitoring (QSEM)
implemented for the World Bank by the Enlightened Myanmar Research (EMR) consultancy firm.
The selection of field sites took into account the importance of understanding the different contexts,
conditions of access to electricity and perceptions of consumers in tural and in urban areas. The Focus
Group Discussion (FGD), Key Informant Interviews (KlIs) and Household Questionnaires were field tested
and adjusted based on the feedback from respondents. Overall a total of 150 FGDs and 521 KII and a short
survey targeting 605 respondents were conducted across all research sites (rural and urban).3 All names of
villages, wards, informants and FGD participants have been changed to ensure the anonymity of the
respondents.

2 Previously tariffs had been adjusted in January 2012 following significant devaluation of the Myanmar kyat
3 Village and ward names were removed for the analysis/write to guarantee respondents’ anonymity particulatly relevant for case
studies to be developed on barriers to access to electricity, governance issues of Electricity Committee, informal charge collected.
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Barriers to access and main uses of electricity

The IHLCA data indicated that overall, 28% of households in Myanmar were connected to
the public grid in 2010 with marked differences between rural and urban areas: 77% of urban
households were connected to the grid compared to only 10 percent of rural households. An additional
15% reported they purchased electricity from private suppliers (9% of urban households, 18% of rural
households). Another 5% indicated they used communal or had a private generator, and 7% reported using
batteries for lighting. Owerall, the IHLCA data indicates that there were substantial gaps in access to reliable
electricity and that households, communities and households developed innovative alternatives to secure
access to electricity albeit without ensuring reliable supply.

Overall, households with public connections were much more likely to live in urban areas
and were wealthier than households with private or communal connections. Access to electricity was
highly correlated with income. Better off households were much more likely to use electricity (particularly the
public grid) than poorer households.

According to the IHLCA data, households connected to the public grid reported spending
1.4% of total expenditures on electricity, and the share of spending was fairly constant across the
income distribution (for poor as well as rich households). Households accessing electricity from private
suppliers reported spending 2.2% of total consumer expenditures on electricity, which was also constant
across the income distribution. Low spending is the result of modest tariffs and a generous lifeline tariff cut-
off, coupled with low electricity consumption. A substantial number of households with access to the public
grid in Myanmar consume below the lifeline tariff (currently set at 100 KWh/month): in urban areas, 30% of
households consumed 50 KWh/month or less, and 66% consumed 100 KWh/month or less. In rural areas,
53% of households consumed 50 KWh/month or less, and 88% consumed 100 KWh/month or less.
Opverall, current tariffs are moderate and electricity remains affordable to those who currently have access.

Importantly not all households within electrified villages and wards were themselves
connected to electricity services. Electrification rates for urban watrds/rural villages were substantially
higher than electrification rates for individual households. According to the IHLCA, 41% of wards or
villages were connected to the public grid, 13% reported communal electricity sources, and 50% had
households that used electricity from a private supplier. Overall, 78% of urban wards and rural villages had
some type of electricity supply available (viz. public, private, or communal). In 40% of electrified
wards/ villages, nearly all households were electrified. But private connection rates were highly variable in the
remaining 60% of wards/villages.

Very few households had electricity available 24/7. Sutprisingly, thete was no strong
correlation between the reliability of the supply of electricity (measured in average hours
available/day) and household income. Houscholds connected to the public grid reported an average
availability of 12 hours/day, households connected to private suppliers reported an average availability of 10-
11 hours/day

IHLCA tabulations, augmented by some additional simulations, do not suggest that
electricity affordability is currently a concern for households currently connected to electricity
services in Myanmar. It is important to understand this finding in a context where better off households are
currently much more likely than poorer households to be connected to the grid. In addition, this finding was
not reflected in the qualitative analysis and warrants additional study. Qualitative analysis further indicated
that in rural areas, electricity committees and private companies do charge rates significantly above those set
by MoEP. Further analysis will be particularly relevant as the NEP plans a steep increase in the number of
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households to be covered by electricity services and an outreach to poor and marginalized households
currently not connected.

Barriers to Access in rural and urban areas

The “Self-Reliant Electrification Approach” (SRE) currently in place through which
communities raise their own funds to connect to the Government’s electricity grid provides no
financial support to communities. Access to electricity in rural areas is limited, therefore, by the
current coverage of the grid but also by the fact that villages must cover the costs of the connection
from the main “transmission” line to the village itself. All three villages with access to the government
electricity were located immediately beside the main road/transmission lines (or beside a sub-station).
However, of the remaining nine villages without access to the government grid five were similarly located
within 2 to 3 miles from the main roads and the transmission lines.

Limited technical support is provided by the township departments of the electricity
companies responsible for overseeing the SRE and there is little regulation of the role of electricity
committees that oversee SRE at village level. Composition and selection of electricity committee
members, their functions and roles, segregation of duties, procedures for financial management and
procurement, disclosure of information, community mobilization and planning procedures as well as the rates
to be charged are left to the discretion of the committees themselves. This creates a number of organizational
and governance challenges and often results in electricity tariffs significantly above those set by government.
Given the limited external support available for SRE, social cohesion, social capital and quality of leadership
at village level play a key role in determining the village’s chances to access the Government’s electricity
service.

Within villages connected to the grid (or with access to electricity through community
initiatives), a significant proportion of the population (middle and lower income households) remain
without access. The fees associated with connecting the village to the grid are unaffordable for these
households. In addition, the research team noted that poor households are excluded right from the planning
stages — as village leaders/elites assume their inability to pay and do not invite them for discussions. Research
findings indicated that poorer villages and households were systematically being excluded due to their inability
to pay for the connection.4 In addition, found one instance of particular groups being denied access to
electricity based on other social factors (ethnicity). No examples were observed in the areas visited of
exclusion from access to services due to political or religious affiliation for example. No instances of cross-
subsidization were observed (where the village itself put in place a mechanism to facilitate access to poorer
households). In five of the villages visited with a functioning electricity scheme, poor households did not use
electricity at all, relying on batteries, candles and kerosene lamps.5

Barriers to access (inability to connect to the service) were less relevant in the main urban
centers but significant for smaller cities (Hakha) and for informal settlers in poorer wards (Yangon
and Mandalay). Overall access was not the key concern in the major urban centers of Yangon and Mandalay
and issues of quality of service and affordability were more frequently highlichted by respondents across all
wards visited. There were, however, noteworthy issues of access particularly by informal settlers in Yangon
(namely in the poorer ward visited, YGN-3)6. While the costs of the connection were indicated as a barrier
to access by a small minority the most commonly mentioned reason for using these “better than nothing”

5 Please refer to Section 2.1 outlining that for villages with connections to the grid household with access to the service are usually
those better off.

6 Informal settlers in Yangon (YGN 3) are not included in wards records and therefore not officially “counted” in data on access to
electricity (please see Table 9)
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services in Yangon was the inability to secure the necessary documentation (including household and land
registration as well as approval of the application by the ward leader) to apply for a connection.

Informal connections to small-scale local providers of electricity (using diesel generators)
were observed across all cities and were particularly important in Hakha. This was noted given the
limitations of the coverage by government-provided electricity services (only a few hours every other day). In
Mandalay, all neighborhoods visited had connections to electricity provided by similar small-scale operators.
This was conveyed as a “back-up” option given the widespread black-outs experienced until recently in the
city. In Yangon the research team found a different scenario where only the poorest groups (informal settlers)

relied on the services of these small local private providers given their inability to access the grid as
highlighted above.

The cost of connections for households and industrial/ commercial consumers varied across
sites but did not constitute a batrier for the majority of respondents in urban areas as it did in rural
areas. However, as noted above, the poorest and marginalized households in low income wards could not
afford the connection fee and used informal electricity providers instead. In addition, interviews conducted
with households from the wealthiest quintiles and businesses in Industrial zones in Mandalay and Yangon
indicated that a significant portion of the connection cost had been shouldered by the households and/or by
businesses themselves at the time of establishment.

Uses and guality of the service

The qualitative analysis indicated that uses of electricity were very consistent across research
sites in rural areas. Household use was primarily for lighting and TV across all sites visited. For
lower middle income households (among those with an electricity connection) lighting was often the only use
found. Diesel was the primary source of energy for livelihood activities for the vast majority of households
and small businesses interviewed. Overall, the cost of diesel (and fluctuations in cost) were a significant
constraint to their profitability and there was high demand among rural Small and Medium Enterprises
(SMEs) for grid-based electricity services.

While current usage of electricity was limited, households across all rural research sites (with
and without access to the Government grid) highlighted the importance of an electricity connection
to “be linked up to the outside world” particularly through a TV. There was a sense in village with no
electricity connections that they were left behind in terms of the “modernization” process (particularly where
better-off villages in the vicinity were connected to the grid). Furthermore, there was high demand for more
reliable electricity services so children could study at night and electricity could be used for livelihood
activities (in the areas visited this consisted of pottery making in the evenings, lighting in small village shops
and more generally agricultural activities given the very high perceived cost of diesel).

Agricultural tasks for large/medium/small farmer were systematically carried out with diesel
generators. These were owned for large/medium farmers and rented out for small farmers. Better off
households, in villages with reliable electricity supply, used electricity for water pumping and limited
irrigation. In the areas surveyed, fishermen mainly relied on diesel generators for productive activities (i.e for
lighting to sort fish in the evenings).

Quality of the service in rural areas
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Types of Sources  |Villages Regularity Capacity
Regular access- 24 hours|Good capacity (regular household uses —
Village 1 (Magway)- Grid (black-outs very rare)  [lighting and TV as well as water pumps)

Grid Connection Village-3 (Chin) - Hydro One day out of three  |Good enough for lighting and TV

(Governmeqt ot Regular access- 24 hours|Good capacity (regular household uses —
Private Provider) Village-2 (Shan-N) Grid (black-outs very rare)  [lighting and TV as well as water pumps)

Regular access- 24 hours|Good capacity (regular household uses —
Village-5 (Shan-E) - Hydro  |(black-outs very rare)  [lighting and TV as well as water pumps)

Community Village-4 (Chin) - Hydro 2 hours daily Lighting and TV only
Inidatives Village-7 (MDY) — Generator |2 hours daily Limited capacity lighting only
Village-6 (Magway) -Village
Household re- Monastery generator 2 hours daily Lighting and TV only
distribution/small ~ |Village-8 (Rakhine)-
businesses using Houscehold redistribution 2 hours daily Lighting and TV only
diesel generators Village-9 (Rakhine) -
Houschold re-distribution 2 hours daily Lighting and TV only

Unlike in rural areas, uses at household level in urban areas varied more markedly across
wards/income groups and cities. Urban households with generally better access to reliable electricity used
significantly more appliances. Beyond lighting and TV, electricity was commonly used to run refrigerators,
stoves, kettles and rice-cookers. Air-conditioning was an important use among higher income households and
found exceptionally only in middle-income households. The use of electricity for cooking was observed in
better-off wards but was much less prevalent in middle-income neighborhoods and non-existent in the
poorer wards. Issues of quality of service were stressed in poorer wards more strongly (across all three cities)
both in terms of the availability, reliability of the supply and speed/cost of repairs.

With the exception of Hakha, which has significant limitations in the actual availability of
service, respondents in Yangon were the most critical regarding the quality of the service (particularly
in the middle-income ward visited). In Mandalay the overall perception across sites was that privatization had
improved the quality of service and customer relations. There were some variations, within cities in terms of
quality of service with poorer wards highlichting more power fluctuations and difficulties in getting repairs
done. Interestingly, better off households reported good service for repairs with no informal charges. These
were more frequently mentioned in middle income wards. Poorer households tended not to call the service
provider (as this would take too long) but instead to call upon private electricians (sometimes employed by
the electricity companies but doing these small repair jobs “on the side” for additional income).

Uses of electricity and perception of quality in urban areas
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Poorer Wards

CHN- 3 Mostly lighting with firewood used for Limited availability - 3 hours/day during 5 days a
cooking and heating week
MDY- 3 Lighting and TV Fluctuation in capacity throughout the day, issues
noted with maintenance and charges covered by the
community (frequent weather related damage).
'YGN- 3 Lighting and TV with charcoal used for 24 hours supply but limitations in terms of capacity
cooking. A very limited number of (water pumping only possible during the day for
respondents (2 of 25) had small appliances  |example). For repairs, households contacted
(kettle, rice-cooker) electricians privately and paid them directly.
Middle Income Wards
CHN- 2 Lighting and TV with very limited appliance |[Limited availability - 3 hours/day during 5 days a
use. Charcoal used for cooking and heating  fweek
MDY- 2 Lighting, TV, limited use of appliance (fans |Limited capacity for 1 or 3 hours during cooking time
rather than air-conditioning). Hot plates used|in the evening but overall good supply and few
for cooking blackouts. Improvements in quality of service also
noted with privatization. Some informal charges
reportedly collected for repairs
'YGN- 2 Lighting, TV, basic appliances including Limited capacity during cooking hours (10 am to 12
stoves, kettles, rice cookers, refrigerators and [pm). Repairs are relatively quick but informal charges
simple washing machines. Electricity used  |collected
for cooking with more limited use of
charcoal for the households interviewed
Better-off Wards
CHN- 1 Lighting, TV and limited appliance use. Limited availability - 3 hours/day during 5 days a
Cooking and heating done with charcoal. week.
Use of private generators to complement
limited government services
MDY- 1 Lighting, TV appliances air-conditioning and [Some issues with capacity and occasional black-outs
cooking (weather related damage). Noted improvements in
service after privatization (particularly for
maintenance and customer service). Repairs were
conducted quickly and no informal charges were
reported although “tips” were provided
YGN- 1 Lighting (including security lighting/garden 24 hours and good capacity. Repaits wete conducted

lighting), full range of appliances including  |quickly and no informal charges collected although
air-conditioning and cooking “tips” were provided
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Affordability of the new tariffs: perceptions

In rural areas

In rural areas, there was an overall lack of knowledge on the part of households about the
electricity tariffs charged by Government and the increase taking effect in April7 2014. Across all 13
villages visited during Phase I of the PSIA, only a very limited number respondents had heard about the tariff
increases. These were: (i) the members of the Electricity Committees at village level and; (ii) occasionally small
business owners who had heard the announcements on TV.

Standard government rates were applied only in two of the four villages where electricity services
were provided either by government or a private company (per kWh/hout). In the other two sites, tariffs
collected were much higher than government rates at 200 Kyats/kWh and 50 Kyats/kWh and were set by the
electricity committee. As noted earlier, the functioning of the electricity committee is largely unregulated and
while these committees are responsible for the maintenance of the village’s system there is no guidance
provided on what amounts to charge for the service. In addition, the level of detail provided in the bill does
not allow households to fully understand the tariffs, additional meter rental charges or other maintenance
charges that may be added. Overall, where social capital was high and there was trust between the electricity
committee and the villagers the amounts charged were not questioned. Governance challenges did emerge as
highlighted in the case of Village 3 (Box 3).

Rates and additional charges (Government and Private Companies in Rural areas)

Service IMonthly charges
Provider Villages  |Tariffs |Additional Charges (kyats)
Regular monthly charges: 500 kyats for meter maintenance, 300
kyats for village electricity committee, and 300-500 kyats for “units [2,000 to 17,500
lost” between village main meter and individual household meters.
Government rates for
Village 1 [both domestic use Occasional charges: 1,000 kyats for maintenance when larger
Government- |Magway) |and businesses repairs were required
provided Government rates for
Electricity both domestic use 3,000 to 8,000
Village-3  |and businesses (small [Regular monthly charges: 200 kyats contribution for
(Chin) hydro) collecting/paying bills at township office
50 kyats/KWh (the
Village-2 |rate set by the village
(Shan) electricity committee) [Regular monthly charges: 500 kyats for meter maintenance 3,000 to 25,000
Private .
Company (\Sflllliil%e > 200 kyats/KWh None 4,000 to 14,000
(Hydro)

7 It is important to note that field work in rural areas was conducted in March 2014. This was following the announcement of the
increase in rates but before the tariffs were reflected in the new bills.

9|Page




Rates charged by community-based schemes and small businesses re-distributing electricity

Service Provider

Villages and type of service  [Rates charged

16 baskets of maze per household as an annual contribution (very

Community Initiatives V%llageA (Chin) - hydro poor quality of service noted)
Village-7 (MDY) — diesel
generator 1500 Kyat/month for lighting and 1000 kyats/month for TV
Village-6 (M / 1000 Kyat th for lighti d 1500 kyat th for TV
Households redistribution of llage-6 (Magway) yat/month for lighting an yat/month for
clectricity (diesel generators) Village-8 (Rakhine) 3000 kyats/month for Lighting and 1500 kyats/month for TV
Village-9 (Rakhine) 3000 kyats/month for lighting and 6000 kyats for TV

When assessing affordability of the rates currently practiced in rural areas it is important to

consider the perspectives of three groups:

1.

Overall, for those with access to either Government/Private Company Setvices or more
informal (community schemes or small businesses), payments were considered affordable.
Consumption was overall low (primarily for lighting and TV as noted above) and respondents in
rural areas were: () not concerned about the upcoming tariff increases; (if) were not planning to
further reduce electricity consumption. In terms of coping strategies, landless/land poor households
did, however, occasionally resort to late payments (no more than 1 month for grid connection or
additional few days for community initiatives/household re-distribution) or to borrowing from
neighbors for monthly electricity payments (for a short period of time and without incurring any
interest — the rationale being that they would be able to reciprocate the favor at a later date). Value
for money considerations were frequently brought up by respondents when discussing affordability
of tariffs, with grid-based services usually considered reasonably priced by those with access.

Participants in FGD, Key Informants (in villages 4, 7, 8 and 9) without access to reliable
electricity supply also referred to the fact that the service received was “expensive” given the
poor quality. They expressed a keen interest in access the Government grid (should the connection
to the village be affordable) as it would result in “savings” (lower rates for a better service than what
they current have access to).

Importantly, the poorer groups in the rural areas visited (as defined by the villagers
themselves) considered they could not afford to pay electricity charges even for the
minimum lighting in the evenings. These groups were not currently connected to the grid (in
villages 1,2 and 6) or to community initiatives/small businesses providing a few hours of electricity in
the evenings (for villages 4,5,7,8 and 9). The discussion about affordability of rates currently being
charged in rural areas (across the different types service providers — formal or informal), needs to be
understood in a context where: (i) the poorest villages in the study sample do not have access to the
government grid or electricity provided by private companies; (ii) the most vulnerable households
within the communities do not have to electricity (and use candles, kerosene lamps for lighting).
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Currently this group considers the connection costs to the home and the lowest rates
charged by small-scale suppliers (typically 1500 kyats/month for lighting in the
evening) unaffordable. As the NEP rolls-out and grid connections are extended
subsidizing access by these groups in terms of connections to village and home as well as
subsidizing tariffs to allow access to electricity will be key.

In urban areas

Analysis in urban areas was conducted in April and May 2014 once new tariffs were already in
place and the first bill with the increases had been paid by households. Compared to rural areas, there
was a generally good understanding of the new tariffs charged and greater clarity in terms of the different
charges that make up the electricity bill.

Monthly bill comparison and increase percentage of tariff in different groups

\Average Usage [Previous monthly bill |Current monthly bill |[Estimated increase
Wealth Quintile (units kWh) (average) (average) %o
(Well-off 1,443 50,500 70,00 38
Medium 282 9,800 11,500 17
Poorer 138 4,900 5,000jmarginal changes

Given the limited supply of electricity in Hakha (number of hours/day), the city was in an
exceptional situation in that the increase in rates were not considered relevant for all respondents
across wards (including the poorest). There were high expectations regarding the expansion of
Government electricity services. A common concern for better off/middle income households and small
businesses in Hakha was the high cost of fuel for diesel generators. There was significant hope that improved
access to electricity would eventually result in savings. As in rural areas, the use of solar panels as an
alternative to diesel (for lighting) was frequently observed for households that were able to afford the upfront
investment. Overall rates charged were considered affordable although respondents resented having to pay
“maintenance fees” for meters 500 kyats/meter/month (in fact meter rental fees) as they reported receiving
“no maintenance services”.

The situation was significantly different in Yangon and Mandalay where particular segments of
participants in the study reported being “very affected” by the increase, namely middle-income
households and some categories of SMEs. As noted eatlier it is important to highlight that the findings
reported here focus on households and businesses perceptions of impact. In the case of middle-income
wards, where feedback on tariffs was strongly negative, there were, in fact, no negative coping strategies
reported. Respondents in this case linked their dissatisfaction with the tariff increases with the lack of
improvements in the quality of services.

Feedback from poor and marginalized households

Pre-existing difficulties to pay were noted for the most vulnerable households interviewed,
although this segment of interviewees did not see their electricity tariff increase. Houscholds
considered vulnerable/marginalized within the poorer wards themselves reported challenges with making
monthly electricity payments (both for grid connection and for small scale distributors). Overall, the main
coping strategies noted were delays in payment and borrowing from neighbors. Borrowing was done without
interest charged but with the idea that the favor will be reciprocated if needed, indicating significantly high
levels of social cohesion/social capital in these wards. Payments were never more than a month late for grid
connection and a few days late for small-scale providers.
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As noted earlier, in a small number of cases (among on the households interviewed) the cost of
the connection to the household was a barrier for the poor in urban areas. This was true in wards
where the government service does not yet provide full coverage and connection to some blocks in the ward
may require a significant investment. Respondents in this category in Mandalay8 use the services of informal
providers instead. They indicated that given the opportunity to connect they would prefer to pay government

tariffs considered overall affordable and as better value for money if the cost of connection could be
subsidized.

Respondents in middle class wards

Respondents in middle class ward had mostly moderate overall increases but had strong
negative feedback on the additional cost particularly in Yangon. These participants in the study
highlighted that increases in tariffs were not accompanied by improvements in the quality of the service.
Given the level of consumption/types of uses, this segment of respondents reported it would be difficult for
them to further reduce electricity consumption. The most frequently mentioned savings item was to reduce
air-conditioning use9 and switching off lights during the day. No significant delays in bill payment, instance of
borrowing money or reduction of other types of expenditure were however, reported.

Significant increases were noted for the better-off households (particularly in Yangon) and
savings were planned to cope with new rates. The items households indicated they would most likely cut
were: (i) lighting in garden/security lights; (i) ait-conditioning; (iii) lighting duting the day/unused rooms.
While there was negative feedback on the increases, this was less strong than in middle-class areas with an
overall sense that electricity supply was of good quality.

Small and Medinm Enterprises (SMEs) in Y angon and Mandalay
The study covered three groups of SMEs in Yangon and Mandalay, defined in terms of their

electricity consumption. Feedback on the tariff increases and coping strategies adopted varied depending
on the new tatiff band in which they now found themselves in.

Different types of businesses surveyed (Yangon and Mandalay)

Cifes Number of SMEs by consumption (Units kWh)
1-500 501-10,000 10,001-20,000
Yangon 8 17
Mandalay 13] 10
Total 21 27

Very small, family run businesses and business requiring unskilled labor reported not being
affected by changes in tariffs. These made up a significant proportion of the businesses surveyed and
included small-scale food production and packaging companies and mechanics. Overall the rates were
considered affordable and no particular negative coping strategies were observed among this group.

8 As in Chin respondents saw little value in getting a connection to the grid given the limited supply
9 For a minority of households in the middle-income wards covered
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Medium-sized businesses (in the second and third group) were the most affected among
those surveyed10. The second group of businesses includes mold making, printing and purified water
companies, now required to pay 25 additional kyats per unit (or 30% increase in relation to the previous tariff
structure). These businesses consider themselves hard hit by the increases particularly as they have to
shoulder the additional electricity costs together with diesel costs. Generators are still needed to address gaps
in electricity supply (fluctuations in capacity and brief black-outs). The third group of businesses was found
only in the Mandalay industrial zone surveyed. These were two smelting businesses (iron rods and
construction materials), which fell under the second tariff block with an additional 50 kyats to be paid per
unit (i.e two-thirds increase in their bill compared to the previous tariff). Using generators for these
businesses is extremely expensive and they rely heavily on the grid connection having invested significantly in
setting up the necessary infrastructure in the Industrial Zone.

The most common coping strategy reported was to increase prices for the consumer when
this was possible (in some instances pre-existing contract commitments meant that businesses incurred
losses). Medium businesses in the second group coped by laying off some staff, reducing production and no
longer holding stocks (i.e producing only when they had a specific order). Larger businesses in the third group
reported that they had some time to prepare (around three months) and find cheaper suppliers and re-
negotiate prices and in spite of a higher increase where in a comparatively better situation.

However, even among the second group of businesses (most affected) feedback focused on
improvement in quality of service rather than in reduction of the tariffs. The main recommendation
made by all the three groups was to reduce power fluctuations, increase voltage capacity and ensure a 24-hour
steady supply. With these conditions met, business owners would be able to drastically reduce their
expenditures with diesel, which were considered more burdensome than electricity prices. Overall 85% of
businesses interviewed regulatly use generators (100% of those in Chin).

Conclusions and Recommendations
In rural areas

The SRE approach cutrently in place allocates no funding to subsidize feasibility studies
and technical assistance or hardware at community level meaning that currently only the better off
villages and better off households within those villages are be able to access government electricity
services1l. The limited guidance provided on the community mobilization and planning process for SRE
seems to have resulted in a systematic exclusion of poor households within communities with access to
government electricity. The research team did not find instances of the participation on the part of these
households in planning or discussions on cost and access. Community planning is led by the electricity
committee whose members are nominated among formal and traditional leaders. Information is not widely
shared with the community and no instances of community-level subsidizing of access by poor households
were observed across research sites. No instances were observed of community members being excluded on
the basis of ethnic or religious identity. However, this area of enquiry may warrant further analysis in a
subsequent phase of the PSIA requiring different sampling/site selection than that currently used by QSEM.

10 It’s important to note that the analysis did not cover individual discussions with large-scale companies although the Myanmar
Chamber of Commerce and the Management Committee of Industrial Zones in Mandalay and Yangon were consulted on the overall
quality of the electricity supply and on their perspectives regarding tariff increases.

11 Among villages within reach of the grid.
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Similarly, the lack of regulation of electricity committee functions (including rate setting)
resulted in some instances in the application of tariffs well above those set by MoEP (50 kyats/kWh
and 200 kyats kWh). Consumers of government services in rural areas also pay additional maintenance
charges to do with the upkeep of the connections and collection of payments. In addition, it is important to
note that rural households have a limited understanding of the bills (which are frequently not itemized).
Payments tend to be made regularly where there is strong social capital and trust in village leadership and the
electricity committee. No negative feedback was received by the research team on these higher rates charged.

Given the profile of households with access to government electricity services in rural areas
(overall the better off groups in the sites covered) and the limited uses of electricity, no negative
feedback was received from current users on the updated tariffs (where these were practiced). The
majority of these households use electricity for lighting and TV in the evenings and would not be affected by
tariff increases. Overall, government services are considered good value for money when compared to
informal providers or community-based initiatives using small-scale hydro or diesel generators. As GoM
proceeds with further analysis to inform subsequent updates of the tariff structure it would be important to
establish a mechanism to model and assess affordability of future tariffs drawing on existing data from Living
Standards Surveys periodically conducted. As the electricity grid expands and an increasing number of
households (including poorer households) access public electricity services, this type of analysis will be
increasingly important to ensure that tariffs set do not have a detrimental impact on consumers and/or can
be accompanied by additional subsidies targeted at the poorest households.

Subsidizing the cost of connections to the villages and to individual households within these
villages would be an important element of the NEP roll-out to ensure more equitable access to the
service in rural areas. Beyond the cost of connection to the village, once the latter is established, the
additional costs of connecting individual households acted as a second barrier for low income households. As
NEDP roll-out proceeds improving the regulatory framework for SRE will be important to ensure that the cost
of connection to villages to poorer households within these villages is subsidized.

Additional analysis on the most appropriate use of participatory approaches to plan and implement
village electrification could be pursued as part of NEP implementation and operation procedutes/options put
in place to further guide NEP roll-out. This could include recommendations on how best to streamline the
functioning of the electricity committees and assess whether Village Committees (lower levels of village
administration) could take on a more prominent role in the implementation of village electrification. The
functioning of the electricity committees and their oversight would benefit from strengthening under NEP (if
these committees are expected to play an ongoing role in rural areas for the implementation of interim mini-
grid solutions). Challenges with governance and instances of lack of transparency in financial management
were observed by the research team. Overall, the quality of leadership and social cohesion at village level
currently play the determining role in the absence of external regulation and support. The same SRE process
can lead to very different outcomes as noted by the research team fully depending on the local context (i.e
currently regulations are not adding much additional value in terms of quality of the process).

Across all sites visited 12 a significant proportion of poor and marginalized households, not
connected to the grid at the time of the study, could not afford the cost of the basic services of
informal providers (Kyats 1000 to 1500/month for lighting in the evenings). Extending access to electricity
to this group under NEP would require not only subsidizing the cost of overall connections, connections to
the households but also the introduction of further subsidized tariffs. Additional analysis to be carried out in
the new Living Standards Survey (2014) could be relevant to further understand energy consumption among
this group as an input to the design appropriate life-line tariffs as the grid expands.

12 With the exception of the villages in Shan state which were exceptionally well off
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In urban areas

As noted above, the cost of access was not the key concern in urban areas, where the option of SRE
is of course not viable. There was high demand for electricity services in Hakha and an overall sense
that access to electricity using the new tariffs would significantly reduce households’ expenditure on
energy. Currently, the purchase of fuel is considered a heavy burden on households and small businesses in
Hakha.

For the urban centers of Yangon and Mandalay the cost of household connections in poorer
wards where the government service does not yet have full coverage was a significant barrier to
access for low income households. In additional informal settlers in Yangon (1,000 households in YGN 3)
could not access the grid as they were unable to obtain the necessary documentation to apply for the
connection. There was strong demand for the service among these household who considered government
service better value for money when compared to informal providers. A small number of households
interviewed in Yangon (4 of 25 in the poorer ward, YGN 3) also indicated that they could not afford the
payment of regular charges and therefore relied on informal service providers opting for daily payments.

Overall there was strong negative feedback among middle-income households and small
businesses in Yangon and Mandalay regarding the new tariffs. Households in urban areas where well
informed about the new rates and had a good understanding of the different charges in their electricity bill.
For middle-income households feedback was related to the lack of improvements noted in service rather than
with overall inability to pay. Respondents indicated they would implement some saving measures but no
negative coping strategies or delays with payments were observed. Adverse impacts were noted among SMEs
in both of these urban areas with medium businesses laying off staff and reducing production. Importantly,
lack of quality of the electricity service and the need to rely on diesel generators with associated costs was the
main complaint of this particular group.

As with rural areas, subsidizing connections to the home in poor wards would seem
important for a more equitable NEP roll-out. Regularizing and simplifying requirements for
applications/connections in informal settlements would equally be key. As with the rural poor and
marginalized households a closer analysis of the energy consumption among this group would be important
for the design of life-line tariffs. With current tariffs already being unaffordable there is a risk that this
vulnerable group will be left out of the electrification process.

Improvement in quality, reliability and repair services will be essential particularly if further
increases in rates are expected to be put in place. Communication with consumers, feedback and
grievance redress mechanisms are virtually non-existent and information tends to flow based on personal
connections.
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Part I - Introduction

1. Context

Myanmar is one of the poorest countries in East Asia with a GDP per capita of US$900 and
poverty incidence estimated at 26 percent. While reliable poverty data is scarce in Myanmatr, all indicators
point to poverty being concentrated in rural areas. Two rounds of household surveys in 2005 and 2009
carried out by the Myanmar Central Statistical Office highlight significant differences in poverty across
geographical areas, with rural poverty considerably higher than urban poverty.

Myanmar is also one of the most diverse countries in East Asia. There are 135 officially
recognized languages and ethnic groups, with ethnic minorities making up approximately 30 percent of the
population. This diversity creates variation in local norms and power structures, ranging from a system of
small principalities in Shan and Kayan States to the tribal systems of the Kachin. The country is undergoing a
process of profound transformation with significant implications also in terms of local governance structures
at township and village level.

Lack of access to and the poor state of existing infrastructure are major impediments to the
provision of basic health and education services, and for economic development. About 75 percent of
the population has no access to electricity, and the consumption of electricity (about 160 kWh per capita) is
one of the lowest in the world — twenty times less than the world average. Furthermore, the existing power
infrastructure can meet only about half of current demand, resulting in frequent blackouts and rationing of
electricity supply13. Rural areas remain mostly un-electrified, with only 16% of rural households with access
to grid based-electricity. Access to modern fuel for cooking is limited to urban areas where only one third of
the population lives. Traditional biomass (fuel wood and animal dung) accounts for two-thirds of Myanmar’s
primary energy consumption.14

In this context, the Government of the Union of Myanmar is currently rolling out the
Myanmar National Electrification Plan (NEP). The NEP aims to electrify 100% of Myanmar’s
households by 2030. According to the Earth Institute’s (EI) geospatial planning results, this means
connecting more than 7.2 million households over the next 16 years. The EI estimates that over 98% of the
new total connections will be grid-based, 0.15% will be permanent mini-grids, and only 0.06% will be off-grid
solar home systems. Additionally, EI estimates there will be approximately 250,000 temporary (“pre-
clectrification”) connections made through mini-grid and household solutions that will be viable for
households who can expect to be connected to the grid at the very end of the roll-out program.15

1. Key Research Questions

Balancing financial sustainability with addressing consumers’ concerns about price
increases, and in particular the need to protect poor and vulnerable consumers will be key for the
implementation of the NEP. The development of the NEP supported by the World Bank (WB) through a
series of capacity building and Technical Assistance (T'A) activities includes a review of electricity tariffs and
subsidy mechanisms.16. The PSIA is intended to support this process by providing information on: (i) the

13 Myanmar, Project Appraisal Document (PAD) Community Driven Development Project (2012)

14 Myanmar, PAD, Electric Power Project (2013)

15 Castalia (June 2104), Draft Myanmar NE Road Map and Investment Prospectus p i.

16The Poverty and Social Impacts Analysis (PSIA) was undertaken in two phases. Phase I was implemented between February and
June 2014 and phase IT between January and March 2015.
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institutional context where the development and implementation of the NEP takes place; (i) energy and
electricity consumption patterns with a focus on energy poverty; (iii) main barriers to access to electricity in
urban and rural areas; (iv) perception of affordability of electricity connections and recurrent charges [this
analysis of affordability focused on the new tariffs introduced in April 2014 and how these have affected
different groups of consumers as well on assessing the affordability of the cost of connecting to the electricity
grid]; and (v) consumers’ perspectives on the quality of services and understanding of pricing.

The PSIA has two complementary modules and uses a mixed methods approach to provide
information on the issues outlined above as follows:

Qualitative module consisting of primary data collection in selected rural and urban areas
(through a series of focus group discussions, key informant interviews and a short household
questionnaire) to collect information on: (i) access and barriers to access to electricity with a particular
focus on initial cost of electricity connection; (i) uses of energy, uses of electricity as well as demand for
electricity in areas where access is limited; (iii) perception of affordability of tariffs in use; (iv) perceptions
of quality of the electricity service received; (iv) coping strategies with a particular focus on vulnerable
households. (Additional details on the key questions for the qualitative module are included in Table 1
below). Qualitative analysis carried out as part of the PSIA was implemented in two phases. Phase I was
conducted between February and June 2014 and Phase II between February and March 2015. The
present report presents the consolidated findings of both phases.

Quantitative analysis on overall energy/electricity consumption patterns and distributional

impacts of the new tariffs (with a particular focus on the lowest socio-economic quintiles) using the
2009/10 Living Standards Survey undertaken by the Myanmar Central Statistical.
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Table 1: Key research questions for the PSIA qualitative modules

Themes Key questions
Energy and Electricity Sources of energy (what is consumed - portion of electricity, role of other
Consumption sources)

Uses (household use versus livelihood use — including agricultural activities) and
demand

|Access the electricity: 'What is the process of obtaining connection to the village/urban ward
strategies for access and

bartiers 'What is the cost of connecting to the grid and its affordability/affordability gap

Focus on patticipation of vulnerable/poot households and ethnic minority
groups

Detailed functioning of electricity committee (membership, terms of reference,
management of accounts and governance, information sharing practices, linkages
with township, provincial ESE and village administration)

Flow of information with/across villages and networks used for organizing
SREs (do they have an ethnic or religious dimension), in cluster of villages in
“mixed areas”. What groups may be left out?

Rates charged, information provided and understanding of charges on the part
of households

Barriers to access: costs of connection to the village, cost of connection to the
home, affordability of regular tariffs and gaps

Process for determining the location of infrastructure, and when needed land
acquisition, voluntary land donations and compensation arrangements

Payment and coping IAbility to pay: affordability of electricity connections and tariffs and barriers to
strategies access for poor and marginalized groups

Coping with high expenditure on energy (focus on electricity) : (i) shifting to
other sources?; (i) reduction in energy consumption; (iii) approaches used to
reduce energy consumption — if this is an option); (iv) other coping strategies
(including borrowing or reducing consumption in other areas — negative coping
strategies)

Support available: (i) social assistance — particularly through informal networks
and community institutions and local leaders vs state programs that may provide

support)
Quality of the service and [Reliability of energy services (hours of service, interruptions) and variations by
communication with energy provider (Particular attention will be paid to understanding the quality and
service providers reliability of the national electricity supply vs that of private suppliers)

Feedback on service providers performance: access to the service, (including
understanding any “informal fees” that may be charged), handling of complaints,
responsiveness to consumer needs and gaps

18| Page



Understanding of pricing on the part of consumers, discussion of recent changes
in prices and feedback on potential increases. (Particular attention will be paid to
understanding the guality and reliability of the national electricity supply vs that of private

suppliers)

Understanding grievance resolution mechanisms at village and ward level (for
service delivery in general — role of community leaders, government officials)

The PSIA Phase I was implemented in a context where Government announcements of tariff
increases in November 2013 met with significant opposition and protests on the part of citizens in
main urban centers of Yangon and Mandalay. The analysis undertaken focused, therefore, on
understanding how possible changes in taritfs could impact the welfare of consumers (with a focus on the
poorestl7) through quantitative analysis has been coupled with the collection of information on citizens’
perspectives on current tariffs and quality of service that can inform the design of adequate/effective
subsidies as well as communication/feedback mechanisms between MoEP, utility companies and consumers.

Phase II of the analysis sought to provide a more complete picture of the issues above by
collecting data in additional States. It also sought to deepen the understanding of the critical issues
identified in Phase I. These included: (i) key barriers to accessing electricity namely the cost of connection
to the villages and the cost of the initial connection to the home; (i) village and ward-level self-organization
approaches and potential risk of exclusion of poor and marginalized households and of generating inter or
intra village tensions/conflict over the distribution of resources; (iii) processes followed to determine the
location of electricity infrastructure (including land acquisition and donation) and (iv) mechanisms in place to
lodge and resolve complaints and disputes at local level; (v) quantifying the “affordability gap” and providing
households’ perception of the adequate level of subsidies needed to support their connection to Government
electricity services; and (vi) areas for priority capacity strengthening of the Department of Electricity Services
at township level.

Electricity tariffs for retail customers were adjusted in April 201418. The new tariff system
introduced three tariff blocks for residential, small and medium-sized customers: (i) less than 100
kWh at 35 kyats; (if) from 101 to 200 kWh at 40 kyats; and (iii) more than 201 kWh at 50 kyats. For industrial
and large customers, there are six tariff blocks with tariffs range of 75-150 kyats/kWh. Effectively, residential,
small and medium-sized customers will be cross-subsidized by industrial and large commercial customers
since their new tariffs (35-50 kyats/kWh) are below the average cost of supply (Table 2 below provides an
overview of the increases in tariffs for different consumer groups).

Table 2: Changes in tariffs in effect by April 2014

17 For purposes of the qualitative analysis: (i) a social mapping exercise was undertaken in rural areas to identify poor and
marginalized households as defined by the communities themselves.; and (ii) in urban areas the research team purposefully selected a
low income ward per city to collect the perspectives of poor households(four wards were covered for each city). A similar social
mapping exercise was conducted for urban areas to identify poor and marginalized groups.

18 Previously tariffs had been adjusted in January 2012 following significant devaluation of the Myanmar kyat
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Residential, small-medium commercial, public buildings, street lightings:

Consumption (kWh) Kyats / kWh
Previous rates April 2014
0-100 35 35
101-200 40
201++ 50

Industrial, large commercial

Consumption (kWh) Kyats / kWh

Previous rates April 2014

0-500 75 75

501-10,000 100

10,001-50,000 125

50,001-200,000 150

200,001-300,000 125

300,001 ++ 100

Overall, tariffs remain below the cost of supply. Government subsidies for overhead and
operating costs of the sector would substantially increase until electricity tariffs are brought to the cost
recovery level. Preliminary budget estimates indicate the level of Government subsidies would be 555 billion
kyats (1.1 percent of GDP) in FY 13/14. A key challenge facing the energy sector in the near term (2013-
2015) is, therefore, to ensure the financial viability of sector enterprises.

2. Methodology

2.1 Qualitative Module: Selection of Research Sites and Informants19

A total of 24 villages and 14 urban wards were covered under both Phases of the PSIA, with 203
Focus Group Discussions (FGD), 464 Key Informant Interviews (KlIIs) and 605 short household
interviews conducted overall.

The qualitative analysis undertaken in rural areas drew on the ongoing research program of the
Livelihoods and Food Security Trust Fund (LIFT): Qualitative Socio-Economic Monitoting
(QSEM) implemented by the Enlightened Myanmar Research (EMR) consultancy firm. The
selection of field sites took into account the importance of understanding the different contexts, conditions
of access to electricity and perceptions of consumers. The Focus Group Discussion (FGD), Key Informant
Interviews (KlIs) and household questionnaires were field tested and adjusted based on the feedback from
respondents.

A sub-set of 13 the 56 QSEM villages were initially targeted (PSIA Phase I) to collect information from areas
with different types of access to electricity in different Regions /States and “agro-ecological zones” (as
outlined in Table 3). A total of 13 villages were also covered during Phase II of the analysis, of which 11
were new sites. Two of the three villages with access to the Government grid identified in Phase I were also
covered to collect additional information on the community organization approach followed. The third such
village (Village 2 in Shan) was initially included field work plan but was not accessible to the research team at
the time of data collection due to conflict/insecurity in the area at the time of data collection.
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Table 3: Rural sites for qualitative analysis

Chin Village 1 Hydro) Village 4 (Hydro) Village 14 (Community Hydro)
Mandalay Villages 23 and 24 Village 7 (Generator) Villages 10 and 11
(Grid)

A evarwady Village 19 (Grid) Villages 12 and 13

Village 20 (Diesel Generator)
Kayin Village 15 (Grid) Village 16 (Diesel Generator)
Mon Village 17 (Grid) Village 18 (Diesel Generator)
Magway Village 3 (Grid) Village 5 (Generator)
Shan Village 2 (Grid) Village 6 (Hydro)
Rakhine Village 21 (Grid) Villages 8 & 9 (Generator)

Data collection in rural areas

Phases I and II of the PSIA collected primarily information on the same set of research
questions, with the data gathered under Phase II used to provide additional data point and a more in
depth understanding of key issues. In addition, Phase II focused on a more detailed analysis of: (i)
how village level institutions manage the SRE process; and (ii) how much of a barrier to access the
cost of connection to the villages and wards constitutes for households. A total of 197 FGD, 120 KII
and a short survey (using a simplified questionnaire and targeting 455 households) were conducted in
rural areas. During Phase 1, eight FGDs conducted per site with: (i) village leaders (1 FGD), (i) different
livelihood groups (FGD 2 to 06); (iii) electricity committee (FGD 7); and (iv) women (FGD 8) to assess
whether there were any relevant difference in terms of perception of quality of services or barriers to access
and affordability by gender. In addition, six KIIs were conducted per site, two with each of the main socio-
economic categories as defined by the villagers (better off, middle quintile and vulnerable houscholds). For
Phase 11, in addition to the supplemental FGD and KlIs carried out with the same categories of respondents,
the short questionnaire mentioned above was used to better understand perceptions of affordability and the
financing gap in accessing the government grid connection with a 35 rural households interviewed by per site.

Data collection in urban areas

A total 324 KIIs, 30 FGDs and 150 short household interviews were conducted in the main urban
centers of Yangon and Mandalay as well as in the capital of Chin State (Hakha), Sittwe and Thaton
in both Phases of the PSIA. Key Informant Interviews (KlIs) were the preferred means of data collection
with 20 KlIs conducted per site during Phase I (five in each of the four wards selected to exemplify different
socio-economic conditions). In addition, FGDs were conducted with Electricity Committees in Industrial
Zones and Township Electricity Departments where relevant. Urban areas were purposefully selected to
collect information from: (i) areas where negative feedback to the announcement of new electricity tariffs in
November 2013 had been the strongest (Yangon and Mandalay); and (ii) smaller urban areas where access to
electricity remains limited and challenges with the quality of supply are an important issue (Hakha was
selected as it exemplifies some of the challenges common in a number of state capitals). Under Phase II,
household level data was collected in six additional urban wards (three wards in Sittwe and three wards in
Thaton). Key Informant interviews were conducted across these wards with ward leaders and vulnerable
households (24 interviews) to collect more in depth information about bartiers to access, quality of service
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and coping strategies. In addition, Phase II of the PSIA included a further 150 household interviews using a
short questionnaire to assess affordability and financing gap in accessing the government grid connection.

Table 4: Urb

an sites for qualitative analysis
Region/State Welfare Group [Ward Code
(Well-Off [YGN-1
Yangon Middle [YGN-2
Poorer 'Y GN-3
SMEs [YGN-4
\Well-Off STW-1
Rakhine Middle STW-2
Poorer STW-3
Well-Off THT-1
Mon Middle [THT -2
Poorer [THT - 3
\Well-Off IMDY-1
Middle MDY-2
Mandalay Poorer MDY-3
SMEs IMDY-4
Well-Off (CHN-1
Middle (CHN-2
Chin Poorer (CHN-3
SMEs no specific ward

Finally, a series of interviews and consultations were held with key Government agencies, private
sector stakeholders and civil society organizations. These were particularly important to provide the
research team with an understanding of the overall institutional context for NEP implementation and to
collect private sector and civil society perspectives on the introduction of the new tariffs and the quality of
the electricity service. A total of 12 KllIs and 10 FGDs were held in Nay Pyi Taw, Mandalay and Yangon with
a diverse group of stakeholders. The detailed information on consultations for Phase I is presented in Table 5

below.

Table 5: Consultations conducted for capacity assessment - Phase I and 11

Mandalay |ESE and Township/District Myanmar Business Coalition for Aid; Mandalay  [Youth CSO,
Engineering Staff Industrial Zone Management Committee Religiously Affiliated
CSO, Grass-roots
organizations
INay Py TawMoEP — Department of Electric
Power (DEP) and Electrical
Supply Enterprise (ESE)
Sittwe ‘Township Administration, In depth interviews were conducted with seven  [Rakhine Chamber of]
‘Township Electricity Department |small and medium enterprise owners Commerce and
Industries, and
'Two focus group discussions were held with
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ownship level business associations
township level busin iation

Rakhine Rice
Industries
IAssociation

Township Administration,
Township Electricity Department

In depth interviews were conducted with 14 small
and medium enterprise owners

Two focus group discussions were held with
township level business associations

Thahtoon Industrial
IAssociation and
'Thahtoon Rice
Millers Association.

'YESB (Chair and Vice-Chair);
Township Office/Chair of
Industrial Zone 2 Electricity
Department

Union of Myanmar Federation of Chambers of
Commerce and Industries (UMFCCI)

South Dagon Industrial Zone Management
Committee and Dagon Sei-Kan Industrial Zone
Management Committee

Zaya and Associates, Pacific Electric Company ,
Parami Energy Group (Private Electricity
Providers); Technical Advisors to Govt/Media (3
resources persons)

Renewable Energy
|Association
Myanmar (REAM)
CSO focusing on
renewable energy
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Part II - Qualitative Analysis

1. Barriers to Access

1.1 In Rural Areas

The analysis of data collected both during PSIA Phase I and II indicated that access to
electricity in rural areas is limited by the current coverage of the grid but also by the fact that villages
must cover the costs of the connection from the main “transmission” line to the village itself
following the Self-Reliant approach to electrification (Box 1). All eight villages with access to the
government electricity grid were located immediately beside the main road, transmission lines, beside a sub-
station or in the case of village 21 in Rakhine close to a military camp from which access to the electricity grid
was extended (Table 6). However, of the remaining seven villages targeted under PSIA Phase II without
access to the Government grid, four were similarly located within close proximity of the transmission lines.
While proximity to the grid plays an obviously important role in determining access to electricity, the
affordability of the connection to the village (for which villages are required to raise their own funds) plays an
equally determining role.

As noted during PSIA Phase I, it is the high cost of the initial connection to the government
electricity grid that constitutes the biggest obstacle to access for both the village as a whole and for
middle-income and poor households within the targeted villages. Of the eight villages targeted in the
study those with access to the grid: (i) five were provided with access/village connection free of charge by
government or by the private company supplying electricity; (i) in the exceptional case of Village 6 in Shan
were exceptionally well-off20 and able to raise the necessary funds from households; or (iii) contracted heavy
debt to be able to cover the cost of connection (Villages 23 and 24 in Mandalay). Respondents in the
remaining villages systematically highlighted the cost to the households of establishing this initial connection
as the key obstacle for their lack of access. The perception that government subsidies for these connections
were not available (or were granted only in very exceptional circumstances) was reported systematically across
research sites.

Both phases of the study indicated that political connections of the village administration,
the linkages between religious leaders and the township and/or private contractors were key in
securing additional resources as well as providing guidance and support to navigate the complex
SRE process. Villages in the sample that did not have these informal connections [those with access only
through private providers tended to be unsuccessful in their application, reporting lack of response from
township department and particular a lack of funds for the initial investment needed. The initiative of the
local administration, traditional and religious leaders and well off households and their ability to mobilize their
informal networks and connections were key factors in the success of village SRE. Significantly, visits to rural
areas by high level government officials often coincided with the allocation of discretionary funds for
electrification. This was noted in three of the eight villages covered by PSIA Phase II. Without these formal
sources of support or informal connections (including township endorsed contractors) respondents reported
that their application would not receive the necessary attention and the response to their request would “take
too long”.

20 Research team observation highlighted the quality of housing construction, infrastructure and related it to the source of income of
the village/migration.
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Table 6: PSIA Phase II — Location of villages in relation to the electricity grid

Socio-Economic Status (defined by
Village Name Access to Electricity Distance from Grid villagers)

Village 14 (Chin

Village 16 (Kayin)

Communii Initiative Medium

Village 18 (Mon)

Communii Initiative 7 miles Poort]

Village 20 (Ayeyarwady)

Community Initiative 3.3 miles Poor|

Village 22 (Rakhine)

Community Initiative 13 miles Poor|

Private Company (Hydro Rich

Village 6 (Shan

Village 25 (Mandalay) Community Initiative 1 miles Poor|

Table 7: Cost of connection to households in villages connected to the electricity grid

Cost of connection to

Village Name  Access to Electricity Cost of Connection to the village (amount per household) e ()
. . Government Service None — Connection provided by Government with additional
Village 1 (Chin) (Hydro) 2003 support from privatepdonor ' 3,500
None - The original cost of the connection in 1990 was covered by
Government. Houscholds paid 200,000 kyats/household for

Village 3 (Magway) |Government Grid 1990  |maintenance (in 2013) 4,500
\Village 15
(Kayin) Government Grid 2008 Between 600,000 to 800,000 Lakh 35000
\Village 16
(Mon) Government Grid 2011 |Between 500,000 to 700,000 Lakh Between 20000-35000
\Village 19
(Ayeyarwady) Government Grid 2012 196, 000 1lahk-4lahk|
Village 21
(Rakhine) Government Grid 2014 ]150,000-350,000 Complete

Private Company
Village 6 (Shan) (Hydro) 2012 |350,000-500,000 per houschold complete
Village 23
(Mandalay)

Government Grid 1993 20,000 per household 10000
Village 24
(Mandalay) Government Grid 2014 33,0000 per household 150,000
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Box 1: What is Self-Reliant Electrification?

The Self-Reliant Electrification (SRE) approach, put in place in 2000,21 consists of granting
access to the Government’s electricity grid to village(s) and ward(s) who self-organize to raise the
necessary funding from community contributions. The technical requirements for the infrastructure is
laid out in the “12-point Document” 22 issued by MoEP. The document requires that a Village Electricity
Committee (VEC) be established at village level to oversee fundraising and construction efforts. It acts as a
contract with between the utility companies and the Village Electricity Committee certifying that construction
standards have been adhered to and that the committee will be responsible for the maintenance of the
connection.

There is a great deal of flexibility in the way in which the communities organize themselves
and the in the specific steps to process their application. It is important to note that while the VEC is
responsible for raising the funds, overseeing construction and maintenance, little is mandated by MoEP in
terms of: (i) selection of committee members; (i) Terms of Reference or roles of different members
(including segregation of duties for financial management and procurement); (iii) community planning and
mobilization process; (iv) basis for calculating tariffs and maintenance charges to be collected. In addition,
communities are not required to mobilize the full amount needed for construction before the start of the
works and some conduct construction in phases over a number of years. Decisions about these key issues are
left to the communities themselves, which introduces a lot of variation in the approach followed and results
in use of the tariffs that are often well above those set by Government.

Overall, village leaders (formal such as village administrators or traditional and religious
leaders) approach the township or regional level department of Electric Supply Enterprise or Yangon
Electric Supply Board (YESB) for information. Among respondents, well connected individuals in the
community often used personal relationships to obtain information directly from regional offices (considered
a more reliable soutrce of information that the township offices) to learn about key steps and general cost
estimates. This is followed by a discussion of the information received and next steps among community
leaders only. It is important to note that the lack of a requirement for information sharing with the broader
community in the 12 point document means that decisions about electrification are usually made by a small
group of village leaders and tend to exclude the poorer households in the village from the onset. [This was
the case across all sites visited with the exception of Village 6 in Shan, which as noted eatlier was
exceptionally well off].

Depending on the degree of interest (and social capital) of the village or ward, a formal VEC
will be set up. It is usually made up for two members per village, which are nominated among
village leaders. Electrification Plans in the areas visited tended to cover clusters of villages so as to divide
the cost among participating villages. The committee does sometimes include the Village Administrator but
not necessarily so23. There is no established limit to the number of committee members and or mandated
functions (for example in one of villages visited the committee was made up of 15 members).

Technical support provided by the township offices of electricity companies is focused on
the review and approval of proposals and technical designs developed independently by the villages.
No financial support is provided to the VEC for either the planning or construction steps. The
committee is responsible for sourcing the technical support needed for construction. Township staff
will, however, provide initial cost estimates and assessment of the feasibility of the electrification plan. The
township office will also certify the compliance of the works with the construction standards before the

21 Interestingly, respondents at township level gave different start dates for the initiative between 2000 and 2005
22 Source: ESE Department, office 53, Nay Pyi Taw
23 It is common that clusters of village apply for the connection together.
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access to the grid is finally granted. The committee will therefore prepare and submit the electrification plan
to the township office, who reviews it and endorses it for approval at Regional level. This approval gives the
community the green light to proceed with construction. A similar process is followed for the certification of
“readiness to connect” at the end of construction. An inspection is conducted by the township office and
approval granted by the Regional Office to initiate the connection.

According to the ESE, self-reliant electrification has been more encouraged in recent years
and the procedure for application simplified. The technical requirements laid out in the 12 Point
Document have been streamlined (from 72, to 24 and finally to 12 required tasks). Approval of community
applications and certification of compliance is now reviewed at Regional rather than Central/Ministerial level.
In spite of the simplification of procedures, based on feedback from the respondents, establishing
connections can take a number of years (three on average in the areas visited including construction of
infrastructure by the community).

Table 8: Rural Electrification Highly Reliant on External Support

) ) UNDP funded — water resource management intervention
Village 1(Chin)

Community business owners reaching out to ESE in Yangon
Village 3 (Magway)
Village 15 (Kayin) Support provided by Township Department of Electricity

Village 17 (Mon) Support provided by Township Department of Electricity

. \Visit by Minister triggers electrification process. Linkages with district
Village 19 (Ayeyarwady) L °° . P c
administration fast-tracked application, approval and funding.

Village 21 (Rakhine) Informal linkages with the military to access grid/connection to military
camp

Village 23 (Mandalay) \Visit by Minister triggers electrification process

Village 24 (Mandalay)  [Visit by Minister triggers electrification process
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Box 2: The cost of connection to the grid remains the key barrier in rural areas

Village 10 is a village with 73 households located in the dry zone of Mandalay region. The village is
located three miles away from main road and within easy reach of the national electricity grid. A new village
administrator was elected in early 2013 keenly interested in connecting the village to the Government
electricity grid. In early 2014, he was informed by the head monk in the adjacent village about the procedures
under the “Self-Reliant Electrification Plan”. The monk shared the first-hand information he obtained from
the Mandalay Regional Department of Electricity Supply Enterprise (ESE). According to the information
received, the village could set up its connection to the grid, in collaboration with neighboring communities, if
they had at least 1500 potentially interested households. While there was no minimum requirement set in
terms of interested households, this number of households was recommended based on cost-effectiveness
considerations.

The total cost estimated by the ESE Department was around 500 million kyats for the connection of
all seven villages in the area. Thus, the monk suggested a collective effort by neighboring villages (including
Village 10), with each contributing an equal amount of 60 million kyats. Each village would pay the same
overall amount, which was considered more equitable although wealthier households within villages would
contribute more if needed. The discussion about the potential cost of electrification took place among a
relatively small number of community leaders. Given this initial budget, each participating household in
Village 10 would need to contribute around 800,000 Kyats. Village leaders did not include poorer households
in the planning and discussions as it was assumed they would not be able to afford the connection charges.

However, only 10 of the 73 houscholds in the village could afford to buy into the connection
scheme. The information about the Village Self-reliant Electrification Plan put village leaders, both
traditional and formal, in a difficult situation by raising community expectations about the possibility of
access to electricity. In spite of high demand for electricity in their village and the nearby area, village leaders
will be unable to implement the scheme without additional government support. Currently, there is no access
to electricity in Village 10 (including through community initiatives using diesel generators).

In two of the new villages covered by Phase II of the PSIA, the research team noted that SRE had
resulted in significant debts for the village. This was the result of a combination of factors, including an
under-estimation of the total cost of the investment required to complete the works and limited technical
assistance provided at Township level to fully estimate technical requirements and costs. Construction work
was stopped in both instances as villages ran out of funds for completion and the Village Administration
borrowed for the remaining amount as outlined below. Particularly difficult agricultural seasons in the
Mandalay dry-zone of the last few years made the re-payment of the debts increasingly difficult with the VEC
and VA taking on additional informal loans and selling assets (including land) to be able to make loan
payments.

Box 3: The high cost of Self-Reliant Electrification can have significant negative impacts for villages

Myay So village in Mandalay region was one of the pioneers of SRE. The village began their efforts to pursue
electrification in 1993 in collaboration with the neighboring Mone Taw village. For the initial connection and
infrastructure costs, the village committee collected twenty thousand kyats (20,000 MMK) from every
household interested in participating in the scheme. A total of two million kyats (2,000,000 MMK) were
collected. While initial funds were collected in two installments, the cost remained extremely high for
households. Most of those participating in the scheme sold assets like farmland and cattle to be able to buy
into the electrification scheme. In addition, some households borrowed money with high interest rates. As
construction got under way, households learned that the initial payment was not sufficient to cover the cost
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of the meters. An additional payment of two thousand five hundred kyats (2500 MMK) per household was
again needed. The timing of the additional contribution coincided with the planting season. Further selling of
assets and taking out of loans (at high interest rates) was needed to collect funds for the meter purchase. This
was in addition to the usual loans farming households take out regulatly to purchase farming inputs. “I# was a
huge investment for us. Electricity is much more expensive than a pair of oxen. Until now some cannot buy their cattle back,
some we never able to get their farmlands back, and some are still badly in debt. Our village hasn’t yet recovered from the
“electricity shock”. Poverty was the price for electricity,” said one of the elderly farmers in the village.

Table 9: Villages in Mandalay contracting debts to finance SRE

Village 23 (Mandalay) Loan with contractor  |Lessing livestock, Village Administrator advancing

Government Grid funds for loan payment
Loan from Agticultural Selling assets (including land). Village Administrator
Village 24 (Mandalay) Bank borrowing further from relatives and connections in
Government Grid Yangon

Village Electricity Committees

A more detailed analysis of the functioning of Village Electricity Committees (VECs) was
undertaken under Phase II of the PSIA. The establishment of a VEC is one of the requirements of SRE.
The study found out that 7 out of 8 study villages24 under PSIA Phase II formed VECs. Of these 7 villages,
5 remained in place (for purposes of administering the village electricity schemes, after the connection was
established.

The structure, function and governance of VECs in villages with access to the Government
electricity grid varied significantly across sites. As noted above, the SRE guidelines provide limited
guidance on VEC operations and township level Electricity Departments do not have the human resources,
technical or financial capacity to provide oversight to VEC operations (Please see Table 14 on Township
Capacity).

All VEC in targeted villages had close linkages to local government and administration, with
Village Administrators (VA) being systematically involved in the establishment and functioning of
the committee. Village Administrators were members of the VEC in all but one instance. Religious leaders
and wealthier households within the community were less systematically involved but often played an
influential/determining role in linking villages with contractors and/or influential local or national
government figures who can significantly accelerate the process of connection to the electricity service by
fast-tracking applications, providing access to discretionary funding, facilitating access to loans and technical
assistance. (Please see Table 6 below for an overview of VEC composition and functioning).

Box 4: Village Electricity Committees at village track level

24 Only one village in Rakhine with access to government electrification plan has no VEC as the Village Administrator facilitate the
electricity connection which can be seen as a side-project of the government project of electrification to the military camp.
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The study found instances when several villages, within the same village track, joined efforts for
electrification. This requires more complex organizational arrangements and an adjustments in the VEC set-
up. In these cases the VEC is first established at the village track level with representatives from all villages
involved in the effort. Individual village representatives are responsible for overseeing SRE implementation in
their own villages and for conducting the following steps: (1) compiling the list of households interested in
the electricity connection, (i) making arrangements for pooling of funds: (iii), supervising construction; (iv)
collecting electricity fees; and (v) organizing village level maintenance arrangements. The track-level
committee is responsible for: (i) overall coordination of works and project management (including financial
management); and (if) communication with township level authorities.

Village 3 in Magway is the leading village in joint SRE efforts (initiated in 1990) together with its
neighboring village. The SRE process was initiated by the village monk given his informal connections with
the Regional Electricity Department. Following theses initial contacts, the village formal and informal leaders
started their organizing efforts and successfully persuaded the neighboring village to participate and pool
resources. Initially the Village Electricity Committee (at village track level) was set up with the 20 most well
off farmers of the two villages as members. Each of them contributed 50,000 MMK in order to start the
application process. One year later, the committee received permission to proceed with works. As work
progressed a third village was included in the electrification scheme and the composition of the VEC
modified to include formal and informal leaders from all three villages. In the new VEC, 6 representatives
from each village were selected. After this initial re-organization VEC representatives have not been re-
elected. Members remain in functions and are responsible for the collection of electricity charges and
maintenance fees.

Village Electricity Committee structure, reporting arrangements and linkages with the broader
community is largely left up to the village administration. This was true even in the two cases where the
broader community or the smaller number of households participating in the electrification scheme elected
the VEC members (in Village 23, Mandalay and Village 16, Mon). Village Electricity Committee decision
making was in all instances heavily influenced by village elites (traditional and religious leaders) as well as the
wealthier households who often initiate the pooling of funds for the electricity connection. Feedback
meetings to the full community were noted only in one instance (Village 23 in Mandalay). Significantly,
Village 23 received support for community development activities from an International NGO with a focus
on water resource management. Participatory processes put in place for water resource management were
followed for the establishment and functioning of the VEC. In all other instances, VEC meetings took place
among VEC members only to discuss funding, technical matters, the roll-out of the electricity scheme as well
as operation and maintenance. The broader group of participating housecholds (as opposed to the full
community) was regularly consulted in one instance only, receiving regular updates on the VEC progress and
accounts.

In six of the eight villages with connection to the Government grid covered in PSIA Phase II,
there was no regular reporting to participating households and the broader community on physical
and financial progress with implementation. The majority of the VECs (seven of the eight VECs
covered) included a dedicated accountant and reported maintaining regular records of all financial
transactions, available for consultation by participating households and the broader community. In six of the
eight cases, however, there was limited awareness on the part of the broader community of the costs of SREs,
of process for selecting contractors and calculating maintenance costs and of the fact that records were
indeed available for consultation.

The exclusion of poor and marginalized households noted during PSIA Phase I was confirmed
by the analysis carried out under Phase II. None of the VECs in the targeted villages included
participation by poor households given the nature of the SRE and lack of guidance for targeted support for
poor households. All VECs in the study areas made a decision early on in the process about the households
who could/could not afford to buy into the scheme. Given the high cost, those who can afford to contribute
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to the connection were invariably the better off households. Even in those villages with high levels of social
cohesion/social capita there was no discussion/system in place to cross-subsidize the participation of poor
households.

In addition, women were systematically excluded from participating in the VECs, with the
exception of Village 1 in Chin. In all other instances, women were not considered eligible for participation.
Where communities had suggested their inclusion (notably in Village 17 in Mon and Village 15 in Kayin), the
Township Electricity Department suggested women’s participation be reconsidered “given the level of
responsibility involved in the VEC work” and women’s names were subsequently removed from the list.
According to the Township Electricity Department: “VEC members should be responsive night and day. You have to
think if women are suitable for such kind of duties and whether they bave the time. According to onr excperience, there were issues
with participation when women were involved in VEC in the past. So, we recommend that you reconsider the inclusion of women
in_your commitree”. The inclusion of a female member in the Chin VEC was attributed by informants to the
training received by the Village Administration on gender through an externally funded INGO supported)
intervention on water resource management. The training stressed the importance of women’s
involvement/leadership in the planning process of community-based intetventions.

Elite capture of the process and limited communication with the community was the overall
trend observed. The PSIA Phase II villages included two mixed villages (Village 17 in Mon and Village 6 in
Shan). In the Mon case, the village is made up of Palaung (20%), Burma (45%) and Kayin (35%) farmers with
all groups being represented in the VEC and in the planning of village electrification. Burma and Kayin
tended to dominate local government institutions which did not affect the distribution of benefits from the
electricity scheme. There was no ethnic dimension to the exclusion of poor households in this case. What
determined houschold ability to access electricity was exclusively household income. In the case of Village 6
in Shan electricity was provided by a large private company (hydro). The village is predominantly Shan with a
minority (20%) Palaung households. Livelihoods and household welfare tend to be divided along ethnic lines
with Palaung households living the outskirts of the village and being predominantly landless farmers and daily
laborers. Palaung houscholds were therefore at an economic disadvantage in terms of joining the electricity
service. Importantly, however, in this case, the private company, linked to the village administration (Shan
dominated), provided better conditions of access for Shan households — namely initial credit and the ability to
pay connection fees in installments. No such flexibility was provided to Palaung households with the result
that all those in the village currently excluded from accessing electricity are Palaung. The establishment of
guidelines to institutionalize equitable/broad based participation of households in rural electrification would
be a key element of the NEP roll-out to prevent the instances of exclusion exemplified above.

Box 6: Even in the best run VECs observed there is a very high level of elite capture

Village 17 in Mon constitutes the best example in the sample villages of a well-run electricity
committee in terms of: (i) selection of VEC members through an election process and petiodic rotation of
the committee members, (i) representation of the different ethnic groups present in the village in the
committee; (iif) an open process to receive and address grievances; (iv) good linkages with the township
electricity department and efforts to train village members on operation and maintenance of the electricity
scheme; (v) clear billing and explanation of charges to patticipating households. Record keeping and
accounting on the electrification scheme was maintained by two dedicated committee members with two
additional representatives being made responsible for auditing the VEC accounts. The limited involvement of
the broader community, the absence of measures to plan for the inclusion of poor households (through
cross-subsidization, credit, payment in installments) continued to be observed reflecting the heavy financial
burden involved in connecting even the better off village households and the lack of township level
guidance/financial support to extend the connections to low income households within the village. Secondly,
the practice of not sharing the VEC accounts with the broader community and the heavy influence of
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traditional leaders in VEC decision-making were equally observed in this instance. Key decisions continue to
be made by village leaders and then shared with participating households for their information. According to
VEC meetings, held every two months, would be the venue for households to voice any concerns, which
constitutes a best practice among VEC in study villages. Decisions are never, however, put to a vote and
participating household consulted prior to decisions being made by the committee which limits the
opportunity for alternative options to be considered. Participating households were considered unlikely to be
able/feel confident to contradict traditional village leaders in these meetings.

Technical capacity and role of the VEC in operation and maintenance

The technical capacity of VECs as rated by informants themselves was overall low with only two villages
reporting being satisfied with the quality of VEC work on maintenance. Overall, VECs systematically
reported technical and financial issues with the planning and implementation of village schemes with seven of
the eight villages covered by government services reporting having to halt electrification works for a period of
time as financial estimates were not accurate, works went over budget and there was a temporary shortage of
funds. In four cases, this resulted in villages having to borrow for the completion of works from the
contractor, businesses owners at village or township level or from informal lenders known to the village
administration. In 10 of the villages targeted under Phase I, initial works completed were found not to be of
good quality, resulting in additional expenses to the VEC as poles and/or hiring initially installed had to be
replaced. These examples further reflect the Township Electricity Department lack of human and financial
resources to closely oversee SRE and provide the hands-on technical support required. The timing of
inspections is such that in three examples noted above the vatiation between specifications/design and actual
implementation of works were only picked up once construction was significantly advanced.

Secondly, while in four of the eight VECs in the study sample, the township electricity department was
responsible for the overall maintenance of the scheme, funding was not available at township level for major
repairs. This meant that villages were requited to cover these costs themselves without having
planned/budget for maintenance and repair costs. None of the village regularly collected user fees that may
help them offset these costs. Large unforeseen costs with maintenance in two instances further contributed to
village and houschold debt. In one instance funds were borrowed from the contractor that had initially set up
the scheme. Across all sites, the relationship with contractors hired to implement the scheme and the
procurement process wete unclear [based on recommendations, connections with the village administration
and/or influential business owners in the community ot township].
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Table 10: VEC involvement in Operation and Maintenance

no No Rated good by community
but a number of issues noted{Two community members trained for small repairs
Village 1(Chin) with quality of service (external fund — UNDP)
yes Yes
Village 3 (Magway) None Township department performs maintenance
. . , N
Village 15 (Kayin) pes © None Performed by external contractor
. No Rated good for operation  [Two community members being trained for small
Village 17 (Mon) . . ’
yes and maintenance repairs
Village 19 (Ayeyarwady) |yes No None 'Township department performs maintenance
. . yes No
Village 21 (Rakhinc) None Township department performs maintenance
. yes Yes Two community members being trained for small
\Village 23 (Mandalay) [ .
None repairs
Village 24 (Mandalay)  |yes Yes None Township department performs maintenance

Box 7: Governance Challenges in Self-Organizing with Technical Assistance (grid and off grid)

In 2011, through its three retail distributors of fertilizer in Village 3, the Agro Products company
provided the village with all necessary materials for basic access to electricity through a community-managed
diesel generator. The company has good “business relations” with villagers who all purchased their fertilizers
through these three retailers. This was indicated as their main motivation for providing support according to
respondents.

To oversee the implementation of the initiative and operation and maintenance of the scheme, an
Electricity Committee with 15 members was formed. The committee was made responsible for the collection
of electricity payments, purchasing diesel, and the regular maintenance of the generator. Committee members
included the retailers who initiated the process and a number of the beneficiary households. The division of
labor among committee members was unclear. Respondents could not provide a clear picture of the
breakdown in roles indicating rather that all members “helped with the setting up of the generator”. The
committee’s organization efforts focused on collecting the necessary contribution to connect individual
households (5,000 to 20,000 kyats depending on their location). Initially 50 of the 328 households in the
village were covered by the scheme.

Within 3 months of setting up the initial connection further households were interested in joining the
scheme (bringing the number of connected households to 128 in total). Households who were initially
skeptical saw the advantages of the electricity connection as the scheme became functional and were
interested in joining. Monthly electricity charges were set at 1500 Kyats per household (covering lighting with
a 2-feet fluorescent lamp) and another 1000 kyats charged for TV /household. The generator functioned in
the evenings between 6 and 10 pm. The tariffs were considered relatively cheaper than the rates set by other
ptivate distributors in near-by villages where 2500 kyats were charged for the lighting and another 2000 kyats
for TV.
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Challenges began with the maintenance and operation as initial materials used seemed to be of poor
quality, according to the villagers, and the wiring required frequent repairing. The committee faced
difficulties in managing income and expenditures and increased the tariff by 500 kyats each for lighting and
TV. Dissatisfaction also grew among community members with the financial management by the committee.
The overall budget for maintenance, and fuel was unclear and there was a great deal of resentment over the
fact that the 15 members of the committee were exempt from paying electricity charges. Only 80 households
remained part of the community scheme in 2012 while others quit due to the poor quality of the service and
lack of transparency in financial management. Finally, the committee stopped the service after one year of
distribution with a loss of 400,000 Kyats in uncollected electricity bills in 2013.
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Table 11: Village Electricity Committee (VEC) composition in villages with access to the Government grid

Composition Committee Meetings with
Village Name Access to Electricity Participants Selection process Meetings community
Village elders, traditional leaders and IAd hoc IAd hoc
Village 1(Chin) Government Hydro 2003 |5 village administrator Self-appointment
Religious leader, village elders, IAd hoc None — with participating
traditional leaders, wealthier households
Village 3 (Magway) |Government Grid 1990 |18 households and village administrator  |Self-appointment
Religious leader, village elders, Self-appointment IAd hoc None
Village 15 (Kayin) traditional leaders, wealthier / Appointment by
Government Grid 2008 141 households religious leader
Village elders and traditional leaders,  [Initially self- Every 2 None- every 2 months
Village 17 (Mon) farmers from different ethnic groupsjappointed, now months with participating
Government Grid 2011 |14 represented in the village elected households
Village administrator, Village IAd hoc None
Village 19 Devlelopment Support Committee
(Ayeyarwady) Chalrpersc_)n, wealthy hous_eholds
ey o (contributing to the establishment of
Government Grid 2012 |15 the scheme) Self-appointed
Village 21 “10 household” leaders IAd hoc None
(Rakhine) Government Grid 2014 |3 Appointed by VA
. Religious leader, village elders, IAd hoc )Ad hoc for set-up phase
Village 23 o . .
(Mandalay) _ traditional leaders_, wealthlerv . Elected in ‘
Government Grid 2014 |12 households and village administrator  |community meeting
Village 24 Religi.ous leader, village el_ders, IAd hoc None
No longer traditional leaders, wealthier
(Mandalay) Government Grid 1993 |functioning households and village administrator  Self-appointed
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A significant proportion of households in nearly all villages visited remain without access to
electricity (irrespective of the source of the electricity service). Affordability of connection charges for
individual households is an important batrier for the extremely poot/vulnerable. For villages with access to
government services this is related, as noted above, to the fact that villages have to finance the cost of
connection. Not only poorer villages but also poorer households within those villages are at a disadvantage —
with vulnerable groups not being able to contribute to the cost of the initial connection and being left out
(please refer to Table 7 for additional details). As noted above, in the villages covered by PSIA 11, the research
team did find one instance of exclusion based on ethnicity/lack of connections with the politically dominant
group in the village (Village 6). Interviews with vulnerable households across research sites (in PSIA Phases 1
and II) support the conclusion that exclusion is primarily based on ability to pay in sample village (rural
areas).

However, there is a significant risk that without specific guidance in SREs on the equitable distribution of
benefits exclusion based on ethnicity/religious affiliation will take place in mixed villages as observed in PSIA
Phase II.

Additional analysis conducted during Phase II of the PSIA focused on collecting further data
on perceptions of affordability among households in the eight villages connected to the government
electricity grid. Overall, only 27% of households interviewed in selected villages considered that
connection costs were affordable.25 It is important to note that the data gathered focuses only on
households’ perceptions and does not assess households’ ability to pay these connection costs. Interestingly
approximately 39% of interviewees in middle income group considered the cost of the connection affordable,
compared to 22% among the wealthiest households. A significantly lower proportion of poor households in
targeted villages (14%) considered connection costs atfordable.

Proportion of households interviewed each income group that consider the cost of connection
to the Government electricity grid affordable (in rural areas)

39%
22%
14%
Wealthy Middle Income Poor
Rural

In addition, the research team sought to assess the gap between the connection fees paid by
households in targeted villages and the connection fees these households perceived as affordable.
Interestingly, the cost of connection considered affordable did not vary significantly in targeted villages across
income groups (between 135,000 to 185,000 kyats). Both poor and wealthier households indicated a similar
amount (respectively kyats 140,000 and kyats 135,000) as affordable. Overall this may reflect village level
perceptions of the fair amount to be paid for the connection (partly an assessment of the overall connection
value rather than a true measure of affordability by interviewed households). It is also important to note that
in targeted areas wealthier households seem to be paying less (on average) for household connections than
middle income and poor households (perhaps reflecting the distance from the access point in the village to
individual households). Overall, across income groups, households considered that the affordable amount for
their household connection was approximately half of what they had paid in practice.

25 72 of 261 households interviewed
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Gap between connection fees actually paid and fees suggested as affordable by
houscholds in rural areas (in Kyats)

Poor _ 140,000.00
. 420,000.00
Middle Income 185.000.00 440.000.00
o . 135,000.00
weatcry | 230,000.00

B Connection fees suggested by HHs m Connection fees paid by HHs

O
le)

The analysis catried out under PSIA Phase II indicated overall strong demand for a
connection to the government service in villages with access to the grid. Those who cannot afford to
buy into village schemes for grid connections, small hydro or community-managed diesel generators usually
rely on candles and kerosene as well as small rechargeable batteries for lighting. Overall, monthly expenses on
candles and kerosene were around 5,000 -6,000 kyats more expensive or of equivalent value to neighbours’
electricity bills. As noted earlier, the main barrier was the overall cost of connection that was unaffordable for
these households. Across targeted villages, respondents systematically recommended subsidies for the
connection and/or the ability to pay in instalments.

There was, however, a small minority of the ultra-poor in the villages covered by PSIA Phase II
(similar to what was found in Phase I) who had difficulties. An interesting feature of PSIA Phase II
was that female-headed, elderly headed households in villages with high levels of out migration
(particularly in Shan, Mon, Mandalay, Rakhine) were excluded from participating in village
electrification schemes given the requirement for household labor contribution, which these
households could not provide. This is an important feature to keep in mind in the SRE process as out-
migration and left-behind households is an increasing trend (particularly in the Mandalay dry-zone). Also
significantly, a sub-set of these villages those Rakhine, Mandalay and Shan reported low demand for electricity
services. This was explained by respondents by the fact the housechold’s main income earner was no longer
living in the village and household members left behind did not consider the electricity service essential.

Box 8 Electricity fees are not affordable for ultra-poor households covered by the study

The connection to the government grid for Village 23 in Mandalay left out 60% of households (75
households) in the community who could not afford to contribute to the initial cost of connection.
Households left out of the scheme include eldetly-headed and female-headed households as well as small
farmers and land-less farmers (day laborers). Phwar Mi, is an 80-year old widow, who lives with her grand-
daughter, in the village. Her home was connected to the electricity scheme and the connection fees were paid
by her son (who migrates for work). His income is irregular and at the time the study was conducted he
hadn’t been able to send money home for many months. The regular electricity fees (100 kyats per day) had
become too expensive for Phwar Mi and she had switched to candles to save money to cover basic expenses.
She was expecting to get the connection back if her son came back home.
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Table 12: Access to electricity services within villages (rural areas)

. ith
Villages Total HH HI wit Coverage %
Access
Coverage in villages with access to Government Services
Village-1 (Chin — Hydro) 17 17 100
Village-2 (Shan) 55 35 64
Village 3 (Magway) 400 169 42
Village 15 (Kayin) 320 250 78
Village 17 (Mon) 86 40 47
Vilage 19 (Ayeyarwady) 174 120 69
Village 21 (Rakhine) 108 25 23
Village 23 (Mandalay) 190 75 39
Village 24 (Mandalay) 150 123 82
Coverage in villages with access to Private Sector Providers
Village 6 (Shan- Hydro) 115 109 95
Coverage in villages with access through community initiatives
Village-4 (Chin) — Hydro 65 25 38
Village-5 (Magway) - generator 298 200 67
Village 14 (Chin) — Hydro 65 25 38
Village 16 (Kayin) — Diesel Generator 105 50 48
Village 18 (Mon) 190 20 11
Village 20 (Ayeyarwady) 818 47 6
Coverage in villages access provided by SMEs (households in the village through diesel generators)
Village-7 (MDY) 328 127 39
Village-8 (Rakhine) 126 55 44
Village-9 (Rakhine) 105 53 50
Village 22 (Rakhine) 130 36 28
Village 25 (Mandalay) 68 25 37
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Box 8: In villages connected to the grid often only the better-off were given access

In 2009, Village 2 in Shan State, located just beside the main Mandalay-Lashio road, started its “self-reliant
village electrification plan” in cooperation with other five villages. The village electricity committee was
formed in 2009 with two representatives from each village in this case the village administrator and an
influential businessman. The latter took the initiative to contact the regional ESE Department for
information on the application process and overall cost. 800 households across all six villages indicated their
interest in participating in the scheme. It is important to note that as in the case of other villages the poorest
households did not participate in these discussions, it was assumed that they would not be able to afford the
connection and they were, therefore, excluded from planning discussions from the onset. Once the
information on potentially interested households was available, the electricity committee approached the
township office of ESE and learned of the estimated cost. The amount required to participate in the scheme
meant that around 570 houscholds (across all villages) had to quit as they could not afford the individual
household contribution. This in turn represented an additional financial burden for those who remained
interested in implementing the “Self-Reliant Electrification Plan” with the household contribution amounting
to 1.06 million kyats. The committee collected the agreed upon contributions as the works progressed with
the total amount collected from each household totaling up to 1.06 million kyats. In 2014, only 35 of 55
households in Village 2 were covered by the connection. The rest of the households in the village could not
afford the cost of the connection This means that currently low-middle income as well as poor and
marginalized groups in the village (land-less farmers and daily laborers) remain excluded from access to the
electricity grid.

In off-grid areas, where electricity is provided through community initiatives or by households
“selling electricity” from their home generators two groups tend not to be covered by the schemes:
(a) well-off households who can afford their own generators or solar panels and therefore access a more
reliable electricity supply; and (b) the extremely poor and vulnerable households who cannot afford the
cost of the individual connections to the household (usually covering the cost of cable extensions/posts —
please see Table 6 for an overview) and/or who are reluctant to commit to paying to regular monthly or
weekly charges. Overall connection to these services is considered affordable by lower-middle income
households and considered a “better than nothing” alternative in areas where the possibility of a more stable
connection to the grid is considered unlikely in the near future.

Table 13: Cost of household connection for community-based initiatives and small electricity re-distribution

businesses

Type of access illages-types of setvices  |Cost of connection to the home (Kyats)
Village-7 (MDY) -

. Generator 5,000

Community Managed Schemes ) )
Village-4 (Chin) Hydro 5,500
Village-5 (Magway 3,600

Redistribution by village households (Diesel i ge> (M gw )

senerators) Village-8 (Rakhine) 3,000-3,500
Village-9 (Rakhine) 3,000-3,500
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Box 10: Electricity Re-distributing Business in Rakhine

Lin Lin has been running a small business selling electricity to his neighbors. His village is located only three
miles away from one of the main transportation road in the township, but there is no easy access to the
national grid and the likelihood that the village will get access to electricity is still remote.

When Lin Lin first bought 7-HP generator in 2013, he intended to use for his own home. Private
distribution of electricity (small-scale) had started in the village 20 years ago and there were active providers at
the time. However, he could not afford to use the generator every day given the high cost of diesel. He
therefore negotiated with two or three households nearby to share the electricity supply and the diesel costs.
Later, more houscholds became interested in connecting to his generator and he finally set up his small
business. Currently, 14 households are connected.

The current charges are 100 kyats per day for a 2-feet fluorescent light, 200 kyats for using a portable DVD
player, and 450 kyats for using TV. But, he allows small light offerings for Buddha free of charge. His service
includes the cost of connection from the generator to the home and covers 3 hours of electricity/day from
6:30 pm to 9:30 pm. He collects the payment every day as a monthly plan is not suitable for most households
who are daily wage earners and whose income can be unpredictable. His profit margin is small as he earns
2,800 Kyats per day and the cost of diesel every day is about 1,800 kyats and spends a further 1,500 kyats per
month for maintenance. He sees his business mote as a “werit-making undertaking”.

Solar panels play an important role in villages with no access to the grid/no community
initiatives for energy provision. They are often perceived by villagers as very advantageous given the high
cost of diesel, although a significant upfront investment is required. In addition, the availability of solar panels
in the local markets in different locations of Myanmar (especially in the Dry Zone) is a significant factors
making solar an option being considered across all sites without access to the government grid for individual
access to electricity. A preference for solar power was noted across all such sites by middle income and better
off houscholds (mainly for home lighting and entertainment — TV - purposes). Smaller size solar panels were
considered an attractive option for lower income households as suppliers expanded into rural markets and
provided flexible purchase options (including payments in installments and loans).

Box 11: Distribution of solar panels

Distribution of home solar electrification packages by the Department of Rural Development (DRD)
was also observed in research sites as part of the government recent poverty reduction policy. In one
of the study sites (Village 12 in the Dry Zone), solar panels were recently distributed to every households in
the village .Village 12 has no access to the national grid, though it is located 3 miles away from the main
transportation road and grid. In February 2013, the Minister of Transport visited the district and organized a
meeting with village administrators to inform them about village electrification plans in line with the national
poverty reduction policy. He suggested that local authorities seek to obtain the connection to the national
grid through the “Self-reliant Village Electrification Plan”. Local authorities clarified that the estimated cost
for the village would be around 60 million kyats. Consequently, the Village 12 administrator openly let the
minister know that his village would not be able to afford this amount.
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It is understood at the township level that the issue was brought to the attention of the Department of Rural
Development (DRD) following the Transport Minister’s visit. One month later, through the township
Department of Rural Development, all 96 households in the village received sets of home solar panels.26

Approximately a year after distribution two of the households reported that their panels were not functioning.
Overall there have been no complaints about the quality of the panels but households need additional
guidance on how to use the inverters as the system is occasionally overloaded.

26 Each consisting of a 60-watt solar panel, a 65-Volt battery, a 300-watt invertor (as well as light bulbs).
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Table 14: Overview of Township Capacity

Numbers of SREs overseen by
technical staff

Staff functions

Ratio of Most urgent staff
Numbers of Total | engineers per | Ratio of technicians requirements
Regions/States Townships |SREs supervised| staff scheme per scheme according to township [Permanent Temporary
7 Staff members as follows:1
. |Assistant Supervisor, 4
Aowad iyl 77 (of which 69 7 Technicians,p 1 meter reader, 1
under preparation) 1to 77 1to 19 IAccountant support staff 0
Chin 22 Staff members in total: 1
Engineer, 17
Township 2 Technicians, 2
14 (all under 22 meter readers, 1 Accountant,
preparation) 1to 14 1to1 (atleast) 6 technical staff 1 support staff
23 Permanent staff members: 2
. Engineers, 8 meter reader
Mgway Township 1 )40 of which 231| 35 3 Tgechmcians, 12 Temporary staff: 3 meter
under preparation) 1to 120 1 to 30 14 technical staff 4 accountants,1 clerk readers,9 accountants
2 Engineers, 6
it Township 1 Technical staff and meter(T'echnicians, 3
70 (of which 62 25 readers (numbers not accountants,7 meter readers,
under preparation) 1to 35 1to 12 specified) 2 support staff, 5 meter readers
2 meter readers, 1 Technician,
Mon Township 1 30 technical staff, 7 6 Accountants,
95 (of which 22 43 accountant, support staff |2 Engineers, 9 Technicians, 2 1 security guard,
under preparation) 1to 47 1to11 and driver accountants, 5 meter readers,2 clerks |13 Technicians
|Ayeyarwaddy Township 1 . . -,
12 (none under 12 4 technical staff and 1 Engineer, 3 Technicians, 2 meter
preparation) 1to 12 1to4 meter reader readers, 1 accountant 5 meter readers
Rakine Township 1 . . .
31 (none under 45 No technicians beyond  [No additional staff 2 Engineers, 12 meter readers, 3 8 accountants, 7 clerks ,11
preparation) 1to15 engineers requirements clerks, 1 accountant meter readers,1 security guards
Shan Township 1 . ) )
38 (all under 11 [No engineering 2 engineers and meter
preparation) staff No technician readers 1 meter reader, 1 manager
Mandalay Township 1 112 (all under 27 7 technicians, accountant |1 Engineer, 5 Technicians, 1 clerk, 44 accountants, 8 meter

preparation)

1to 112

1to 22

and I'T staff

accountants, 4 meter readers,

readers,] security guard




Mon (urban)

Township 1

Rakhine(Urban)

Township 1

1t09

30 technicians,

and driver

accountant ,support staff |2 Engineers, 9 Technicians, 2

accountants, 5 meter readers,2 clerks

6 Accountants,
1 security guard ,
13 Technicians

At least 1 to 1

IAccountant, IT staff and
technical staff (numbers
not specified)

1 Engineer, 32 Techicians,3
accountants, 2 clerks,12 meter
readers

17 Technicians,18 clerks

2 meter readers, 1 Technician,




In Urban Areas

Barriers to access in urban batriers are primarily determined by the current grid coverage.
While access in the major urban centers of Yangon and Mandalay was overall good, barriers to
accessing electricity services in Hakha in Chin State were significant. The situation in Hakha can to
some extent provide insights into conditions in smaller cities/other State capitals with limited supply of
electricity (hydro) and overall reliance on own generators or small-scale businesses re-distributing electricity.
Limited information was currently available on the timing and expansion of the service but high expectations
were observed in all wards visited as construction work takes place. In all the neighborhoods visited in Chi
there was strong demand for improved electricity services and high expectations regarding the establishment
of new connections in Chin State- (Phalam, Hakah and Htunzan).

In Yangon and Mandalay, the key concerns expressed by respondents were around issues of
quality of service and affordability rather than access. The exception were respondents in the poorer
wards, particularly informal settlers in Yangon (YGN-3)27. Cost did not seem to be the determining factor
but rather the ability to fulfill the administrative requirements to apply for a connection.

Table 15: Coverage of “government-provided electricity” within targeted wards in three cities
Yangon, Mandalay and Hakha

Year (Access to [No. of  [No. of HHs
Region/State Welfare Group Ward Code S [HHs (Access to %o
electricity) .
(Ward) electricity)
Well-Off YGN-1 1950 675 675 100%
Middle YGN-2 1959 2173 2173 100%
Yangon

Poorer YGN-3 1998 2185 2185 100%

SMEs YGN-4 1993 573 573 100%

Well-Off MDY-1 1970 1427 1427 100%

Middle MDY-2 1960 1436 1236 86%

Mandalay

Poorer IMDY-3 1994 3956 2739 69%

SMEs MDY-4 1990 4778 3853 81%

Well-Off CHN-1 1985 1766 1766 100%

Middle CHN-2 1985 908 900 99%

Chin Poorer CHN-3 2012 350 86 25%
no specific Access to government-provided electricity, but relied

SMEs .
ward only on Diesel Generators

27 Informal settlers in Yangon (YGN 3) are not included in wards records and therefore not officially
“counted” in data on access to electricity (please see Table 9)



Figure 1: Limited access to the Government grid in YGN-3 28

Informal connections to small-scale providers of electricity (using diesel generators) were
observed across all cities and were particularly important in Chin State given the limited availability
of government services. Respondents systematically reported relying on their own generators for the better
off or small-scale providers for middle and some of the low income households as the primary source of
electricity. The government provided service was considered extremely unreliable and given the limited
number of hours (every other day) during which it ran respondents remarked they often “did not notice
whether it was running or not”.

In Mandalay, all neighborhoods visited had connections to electricity provided by similar
small-scale operators although all were also connected to the Government grid. Local providers were
mostly used as a “back-up” option given the widespread black-outs experienced until recently in the city. In
addition, it is important to note that some wards in Mandalay did not have access to the electricity grid (some
until the beginning of 2013) and therefore relied until recently on informal service providers. All respondents
in Mandalay highlighted the significant improvements in the quality of the service by the electricity company
but retained this fall back option as these improvements were fairly recent. (additional details on the quality of
the service are provided in Section 3.2 below). In poorer neighborhoods, such as MDY-3 ward, there are
small-private providers supplying 30 to 50 households (for a limited number of hours in the evening).29 In
this ward, most of the inhabitants are daily wage earners, and thus cannot afford the connection fees charged.
In addition, some of these houscholds do not have proof of residence that would allow them to apply for a
connection.

In Yangon the research team found a different scenario where only poor households relied on
the services of these small local private providers. While the costs of the connection were indicated as a
barrier to access by a small minority (4 of 25 interviewed houscholds in YGN 3) the most commonly
mentioned reason for using these “better than nothing at all” services in Yangon was the inability to apply for
a connection on the part of informal settlers. Box 12 provides an overview of the type of service access by
the urban poor in Yangon. This situation affected a group of approximately 1,000 households in YGN 3
made up of farmers who had lost their land and agricultural jobs as the city expanded into what were
previously peri-urban areas and farmland (i.e have resided in the area for a considerable period of time) as
well as more recent migrants from the Delta. These informal settlers were unable to secure the necessary
documentation to apply for an electricity connection (including household and land registration as well as
approval of the application by the ward leader). Overall, the primary occupation among this group is daily
labor/informal work with incomes of between 4,000 and 5,000/daily. According to respondents, earnings can

28 Strong reliance on small-scale providers (diesel generators): Informal settlers with no connection to the grid (left), other homes in
the same ward currently with grid connection (right)

29 There were three such providers in MDY3



reach a maximum of 60,000 monthly but are irregular with little or no income reported during certain times

of the year.

Table 16: Wards with access to electricity distributed by small-scale private providers in three cities

Region/State | Wealth Quintile | Ward Code Ye:feg:zft;; = N°('v;’:rlj)Hs B "g':g:iéﬁ;)“ss fo %
Yangon Poorer [YGN-3 2001 1000 (est.) 100 % (informal settlers)
Well-Off MDY-1 2004-2005 1427 285 20% (own generators)
Mandalay Middle MDY-2 2004 1236 71 % l()‘;:fgu ;hz;flzgse as
Poorer MDY-3 2005 2739 790 20%
Well-Off CHN-1 2010 1766 1272 72%
Chin Middle CHN-2 2011 908 506 56%
Poorer CHN-3 2009 350 116 33%

The cost of connections for households and industrial/commercial consumers varied across
sites but did not constitute a barrier for the majority of respondents. As noted above, a minority of
poor and marginalized households across sites in Yangon and Mandalay could not afford the connection fee
and used informal electricity providers instead In addition, interviews conducted with households from the
wealthiest quintiles and businesses in Industrial zones in Mandalay and Yangon indicated that a significant
portion of the connection cost had been shouldered by the households and/or businesses themselves when
the connection was first established.

Table 17: Cost of household/commercial connections in urban areas

Cost of Connection (kyats)
Region/State | Wealth Quintile | Ward Code [} ¢2* (Access
to electricity)
Gov. Grid Private Providers
WellOff  [YGN -1 1950 200,000 for connections None
after 2000
Middle VGN-2 1959 200,000 for connections None
v after 2000
angon 200,000 to 300,000 f N/A (included i hly/dail
Poorer NV GN-3 2001 000 to 300, or (included in monthly/daily
connections after 2000 payments)
SME [YGN -4 1993 2 million 1 to 7.5 million for own generator30
Well-Off  [MDY-1 2004-2005 300,00 to 500,000 10,000 to 100,000 or 2.6 million for own
enerators
Middle IMDY-2 2004 300,00 to 500,000 10,000 to 30,000
Mandalay
Poorer MDY-3 2005 300,00 to 500,000 n/a (included in monthly/daily fees)
SME MDY-4 1990 5 to 10 million 1 to 7.5 million for own generator
Chin Well-Off CHN-1 2010 100,000 3,000 to 20,000

30 Among businesses interviewed




Middle CHN-2 2011 100,000

3,000 to 20,000

Poorer CHN-3 2009 100,000

3,000 to 20,000

SME: no specific ward, distributed across research sites. Connection to the grid
of limited use and reliance on own generators

2.6 million (generator average cost)




Box 7: Who supplies electricity for those without access to the Government grid in Yangon?

In January 16, 2000, Ngwe started an electricity distribution business as the service provided by the
Government was not regular in the area where he lived (was only provided during a certain number
of hours a day and had limited capacity). His initial investment was 800,000 kyats. As he started off,
he provided electricity to 100 households using 2-feet fluorescent lamps for lighting. At that time
his service ran twice a day (from 4 am to 6 am and from 6 pm to 10:30 pm). He charged each
household 35 kyats/daily. In 2008, he raised prices to 50 kyats and reduced the petiod of
distribution partly to cover the cost of diesel. Households had greater need for his service in the
evenings as the voltage of the grid connection was always low from 6 to 11pm. Since then he has
been distributing electricity daily from 6pm to 10:30 pm.

In 2010, he replaced his generator and dynamo for a total cost of 1.5 million kyats. His current daily
investment cost is 3,800 kyats for two and a half gallons of diesel. In addition, he needs to change
lubricant every three months at a cost of 6,000 kyats. His business has expanded and he now
supplies 150 households. The service includes the cost of connection from the distribution point to
the customer’s home and 2 fluorescent lamps. His service can only be used for two purposes:
lighting and TV. The use of rice cookers and ironing have been prohibited given the limited “supply
capacity”. Currently, he charges 100 kyats for 2 fluorescent lights (and customers can add further
lamps, which they can buy themselves without additional daily charges) and 200 kyats for television.
His challenge is that some households do use electricity for “prohibited purposes” which can lead
to break downs and maintenance problems. Thus, he always needs to monitor usage.

He has set up two different payment schemes- daily and monthly billing. Daily payments provide
more flexibility to the poorer households in the ward who do not want to accumulate a large
monthly bill but the overall price is the same (i.e no reductions in price are made for monthly
payments). He collects the payments himself directly from the households and indicated that while
some can be late by a day or two there are no systematic delays or issues with outstanding
payments. He provides free electricity to the nearby monastery and the pilgrim hall, and he never
charges for the community’s social occasions such as ordination ceremonies and funerals. He does
not plan to expand his business. There are three other electricity distributors in his ward. Among
them, a larger-scale one, distributing electricity to 300 households.



Additional analysis conducted during Phase II of the PSIA focused on collecting further data
on perceptions of affordability among households in targeted urban wards. Overall, 56% of
households interviewed in urban considered that connection costs were affordable.31 This is
significantly higher than the proportion or rural households that consider the connection affordable (27% as
outlined above). Importantly a large majority of both wealthy and middle income households (70% and 60%
respectively) considered the connection affordable. This is significantly higher than among poor households
interviewed (where only 28%) considered the connection affordable.

Proportion of households in urban areas that consider the cost of
connection to the grid affordable

70%
60%
28%
Wealthy Middle Income Poor

Similarly to the analysis conducted for rural areas, the research team sought to better
understand the gap between the connection fees paid by households in targeted wards and the
connection fees these households perceived as affordable. Overall, across income groups, households
paid similar amounts for these connections (varying between kyats 190,000 and kyats 250,000). A similar
pattern to that observed in rural areas was noted in targeted wards with respondents indicating that the
amount considered affordable for the connection being overall half of that currently paid. As noted eatlier
this indicates households perception of affordability and may to some extent also reflect how the electricity
service is valued by different income groups. Interestingly and following a similar pattern to that observed in
rural areas, wealthier households indicate a significantly lower amount for connection fees as being
“affordable” (kyats 45,000 as indicated below).

Gap between connection fees actually paid and fees suggested as affordable by households
in urban areas (Myanmar kyats)

130.000
' 85.000
st tncor .|| i 5,0
i ] 45,000
ety | — >2;,000

B Average connection fees considered affordable by HHs B Average connection fees paid by HHs

31 73 of 133 households interviewed



2. Uses of electricity and quality of the service

2.1 Rural Areas

A small questionnaire on household expenditures and uses of electricity was administered to all
households interviewed in rural (as well as in urban sites). This allowed the research team to get: (i) an
overview of overall use of energy and electricity; and (ii) a sense of household perceptions of how much they
spend on energy and electricity respectively. It’s important to review the findings below with the caveat that
they reflect perceptions — as a countetpoint/complement to the quantitative analysis of consumption
presented in Section 2.1. Overall, qualitative findings in rural areas were consistent with the IHLCA analysis
of expenditure on electricity. In terms of overall expenditure, households estimated that electricity made up
approximately 1.5% of their budget 32(please see Figure 2 below).

Figure 2: Household perceptions of expenditure in energy and electricity33

Education  Transportation

5% (¢

Health Care
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Electricity
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1%
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Uses of electricity were very consistent across research sites in rural areas and considerably
more homogeneous than in urban areas. Household use was primarily for lighting and TV across all
a (Please see Table 11 for additional details). For middle income households it was often the only use
made of electricity. In addition in five of the nine villages with a connection to an electricity service, poor

32 Compared to 1.4% real shate of electricity expenditure as per IHLCA data

33 Social costs include expenses with weddings, funeral and other religious ceremonies for example; Personal
items refer to clothing and hygiene expenses



households did not use electricity at all, relying on batteries, candles and kerosene lamps.34 Only a small
proportion of better off houscholds in villages with access to grid/private sector provider had a few more
appliances (consistently kettle, iron, electric stove and/or rice-cooker). The villages in Shan State which were
an exception since, as noted eatlier, they were significantly better off than others in the sample. I

Table 18: Uses of electricity by welfare group across rural areas

Electricity Village Poorer iddle Income Better off
Sources households
Use of electricity
Grid Connection |Village 1 (Magway)- Grid | Lighting ILighting and TV Lighting, TV, Cooking,
(Government or Ironing and livelihood
Private Provider) activities (water
pumping/threshing)
Village-2 (Shan-N) Grid Lighting ILighting and TV Lighting, TV, Cooking,
Ironing and livelihood
activities (water
pumping/ threshing)
Village-3 (Chin) - Hydro  |Lighting Lighting Lighting, TV, Ironing
Village-5 (Shan-E) - Hydro |Lighting ILighting, TV, Cooking, |Lighting, TV, Cooking,
Lroning and livelihood  [Ironing and livelihood
activities (water activities (water
umping/ threshing) pumping/threshing)
Community Village-4 (Chin) - Hydro |[None Lighting Lighting and TV
[nitiatives Village-7 (MDY) None Lighting and TV Lighting and TV
Generator
Houschold re-  |Village-6 (Magway) -Village [None Lighting and TV Lighting and TV
distribution/small [Monastety genetatot
businesses using  [Village-8 (Rakhine)- None Lighting and TV Lighting and TV
diesel generators  [Household redistribution
Village-9 (Rakhine) - None Lighting and TV Lighting and TV
Houschold re-distribution

While current usage of electricity was limited, households across all research sites (with and
without access to the Government grid) highlighted the importance of an electricity connection to
“be linked up to the outside world” particularly through a TV. There was a sense in village with no
electricity connections that they were left behind in terms of the “modernization” process, particularly where
better-off villages in the vicinity were connected to the grid. Furthermore, there was high demand for more
reliable electricity services so children could study at night and electricity could be used for livelihood
activities (in the villages visited this included pottery making in the evenings, for lighting in small village shops
and more generally for agricultural activities given the very high perceived cost of diesel). Table 12 below
provides a summary of main uses of electricity and an overview of the quality of service by type of
connection, according to the respondents. It is important to note that the service provided by the
Government grid was generally considered of good quality in the surveyed sites, with the services of small-
scale providers or community initiatives using diesel generators were usually rated “moderately satisfactory”.

34 Please refer to Section 2.1 outlining that for villages with connections to the grid household with access to
the service are usually those better off.



Overall, households estimated that their overall expenditure on other sources of energy
(primarily diesel, firewood and charcoal) made up around 14% of their household budget as
indicated in Figure 2. While these findings need to be analyzed together with the data from the quantitative
module there are important reasons for these perceptions as outlined below.

Firewood was used for cooking across all sites and income quintiles in rural areas. This
reflected a cultural preference for cooking with fire wood and the fact that it allows household to cook larger
quantities (rather than relying on small rice cookers or stoves with limited capacity). The research team
observed that appliances were often bought as indications of the household’s “well-off” status and for display
rather for actual use.

Firewood constitutes a significant expenditure across all wards in Hakha. Weather conditions
in Chin State require the use of fire wood for both cooking and heating. Better off and middle income
households usually keep a stock of firewood for the whole year. It costs 170,000 kyats per ton and at least
two tons are needed for the whole year (340,000 kyats/year or 28,333 kyats/month). Poorer households
cannot afford to purchase firewood and therefore collect wood from the forest. Community leaders in the
poorer ward visited highlichted that the surrounding forest has been quickly depleting, with households
having to go further and further way to get firewood. This is a task usually carried out by women with
implications in terms of time/effort spend on household chores. Concerns about de-forestation have been
raised by local authorities as well.

Agricultural tasks for large/medium/small farmer were systematically carried out with diesel
generators. These were owned for large/medium farmers and rented out for small farmers. Better off
households in villages with reliable electricity supply used electricity for water pumping and limited irrigation.
In the areas surveyed fishermen mainly relied on diesel generators for productive activities (i.e for lighting to
sort fish in the evenings35).

Off-farm Small and Medium Enterprises (SMEs) in rural areas relied heavily on diesel
generators. With the exception of villages connected to the grid, generators were the main power source for
business across rural sites. Of 20 business owners interviewed 14 relied on generators as their main power
source (4 were connected to the grid and 2 other used solar power or bio-fuel). The fluctuations in the price
of diesel were an important concern for these businesses. Sudden increases in price reduced profits
significantly and limited SMEs their ability to expand and increase production. There was high demand
among this group for grid-based electricity services that were expected to reduce cost and particular bring
more stability to running costs (as fuel price hikes can be unpredictable).Price of fuel was found to vary
across research sites with more remote sites paying considerable more. Overall, prices ranged from 3400
kyats/gallon in Magway to 5400 kyats/gallon in Rakhine. During the research period, the price tended to
average out at 4,000 kyats/gallon. Table 12 below provides an overview of the fuel consumption by type of
business and the estimated costs using the 4,000 kyats/gallon average.

Table 19: Rural SMEs monthly use of diesel

Usage (per month) Cost (kyats) ypes of business
10-15 gallons 4,000 to 4,500 Small movie theater, small general store and billiards
15-35 gallons 52,000 to 140,000 |Private power distributor, mini-store and cow-feed production

35 No refrigeration was observed



35-55 gallons 140,000 to 220,000  |Rice mill, battery recharging business

100-300 gallons 400,000 to 1,200,000 |Fisheries ( storing fish on ice and fish processing)

Table 20: Quality of the service

Types of Sources  |Villages Regularity Capacity
Regular access- 24 hours|Good capacity (regular household uses —
Village 1 (Magway)- Grid (black-outs very rare)  |lighting and TV as well as water pumps)

Grid Connection Village-3 (Chin) - Hydro One day out of three  |Good enough for lighting and TV

(G.overnmen.t ot Regular access- 24 hours|Good capacity (regular household uses —
Private Provider) Village-2 (Shan-N) Grid (black-outs very rare)  |lighting and TV as well as water pumps)

Regular access- 24 hours|Good capacity (regular household uses —
Village-5 (Shan-E) - Hydro  |(black-outs very rare)  [lighting and TV as well as water pumps)

Community Village-4 (Chin) - Hydro 2 hours daily Lighting and TV only
Initiatives Village-7 (MDY) — Generator |2 hours daily Limited capacity lighting only
Village-6 (Magway) -Village
Household re- Monastery generator 2 hours daily Lighting and TV only
distribution/small  |Village-8 (Rakhine)-
businesses using Houschold redistribution 2 hours daily Lighting and TV only
diesel generators Village-9 (Rakhine) -
Household re-distribution 2 hours daily Lighting and TV only
2.2 Urban Areas

Unlike in rural areas, uses at household level varied more markedly across wards/income
groups and cities in urban areas. Urban households with generally better access to reliable electricity used
a significantly higher number of appliances. Beyond lighting and TV, electricity was commonly used to run
household appliances. Refrigerators, stoves, kettles and rice-cookers were commonly observed in middle and
higher income wards. Air-conditioning was an important use among higher income houscholds and only
exceptionally among middle-income households. The use of electricity for cooking was observed in better-off
wards but was much less prevalent in middle-income neighborhoods and non-existent in the poorer wards.
Issues of quality of service were stressed more strongly in poorer wards (across all three cities) in terms of the
availability as well as reliability of the supply and speed/cost of repairs.

A short survey of household expenditures was also carried out with urban households36 to
get a similar understanding of their perceptions regarding usage of electricity and other sources of
energy as well as the weight of both electricity and other energy sources in the household budget.
Overall, the proportion households estimated spending on electricity across all sites was higher than in rural
areas at approximately 3%37. Urban households also estimate approximately that between 5 and 9% of their
income was allocated to cover other energy expenditures (diesel and/or charcoal firewood). These findings
need to be interpreted with caution as they represent household perceptions only. Significantly, the estimated

36 200 domestic consumers (both female and male members of the household participated in the interview)

37 Compared to 1.4% real share of electricity expenditure as per IHLCA data



weight of electricity expenses was higher than in rural areas, while that of other energy sources was relatively
lower.

Figure 3: Household Perceptions electricity and energy expenditure as a proportion of total costs

B Electricity M Energy (others)
9%

Yangon Mandalay Hakha

With the exception of Hakha, which has important limitations in the overall availability of
service, respondents in Yangon were significantly more critical of the quality of the service
(particularly in the middle-income wards). In Mandalay the overall perception across sites was that
privatization had improved the quality of service and customer relations.

As outlined in Table 13 below there were some variations, within cities in terms of quality of
service with poorer wards highlighting more power fluctuations and difficulties in getting repairs
done. Interestingly, better off households reported good service for repairs with no informal charges. These
were more frequently mentioned in middle income wards. Poorer households tended not to call the service
provider (as this would take too long) but instead to call upon private electricians (sometimes employed by
the electricity companies but doing these small repair jobs “on the side” for additional income).

Table 21: Uses and feedback on quality of the service in urban areas

Poorer Wards

CHN- 3 Mostly lighting with firewood used for Limited availability - 3 hours/day during 5 days a
cooking and heating week
MDY- 3 Lighting and TV Fluctuation in capacity throughout the day, issues

noted with maintenance and charges covered by the
community (frequent weather related damage).

YGN- 3 Lighting and TV with charcoal used for 24 hours supply but limitations in terms of capacity

cooking. A very limited number of (water pumping only possible during the day for
respondents (2 of 25) had small appliances  |example). For repairs households using contact
(kettle, rice-cooker clectricians privately and pay them directly.

Middle Income Wards




CHN- 2 Lighting and TV with very limited appliance |[Limited availability - 3 hours/day during 5 days a
use. Charcoal used for cooking and heating  |week
MDY- 2 Lighting, TV, limited use of appliance (fans |Limited capacity for 1 or 3 hours during cooking time
rather than air-conditioning). Hot plates used|in the evening but overall good supply and few
for cooking. blackouts. Improvements in quality of service also
noted with privatization. Some informal charges
collected for repairs
YGN- 2 Lighting, TV, basic appliances including Limited capacity during cooking hours (10 am to 12
stove, kettle, rice cooker, refrigerator and ~ |pm). Repairs are relatively quick but informal charges
simple washing machine. Electricity mostly |collected
used for cooking and charcoal but to a less
extent
Better-off Wards
CHN- 1 Lighting, TV and limited appliance use. Limited availability - 3 hours/day during 5 days a
Cooking and heating done with charcoal. week.
Use of private generators to complement
limited government services
MDY- 1 Lighting, T'V appliances air-conditioning and [Some issues with capacity and occasional black-outs
cooking (weather related damage). Noted improvements in
service after privatization (particularly for
maintenance and customer service). Repairs are
conducted quickly and no informal charges although
“tips” are provided
YGN- 1 Lighting (including security lighting/garden 24 hours and good capacity. Repairs ate conducted
lighting), full range of appliances including  |quickly and no informal charges although “tips” are
air-conditioning and cooking provided

Box 13: Improvements in the quality of service in Mandalay

In Mandalay, respondents in all three wards reported improvements in the quality of services. These
improvements were of two kinds: () improvements in capacity (voltage); (ii) greater responsiveness of the
repair services.

The Mandalay region Electricity Supply Enterprise (ESE) has been working in partnership with private
companies since mid- 2012. Most of the respondents learned about the private companies’ involvement in
electricity supply when old analog meters were replaced with digital meters in their wards. Most of the
respondents in the communities stated they started noticing the improvements in the late 2013, observing the
regularity of electricity supply

Mandalay CSOs and respondents at ward level indicated that overall capacity of the supply had improved at
the end 2013/ early 2014.They noted blackouts are less frequent; there is less power fluctuation during the
day and; greater capacity (“voltage”) in the evenings. Some respondents petceived the cutrent increase in
tariff as a positive move expected to contribute to further improvements in the quality of the service and help
reduce overconsumption by “motivating” larger consumers to save.



No system was in place, in the areas covered by the research team, to collect feedback on the
quality of the service or to receive inquiries complaints regarding billing or other aspects of the
service. Overall, across the sites visited in both urban and rural areas, the contact with service providers was
limited to bill issuance and payments (mediated by the village electricity committee in rural areas) and repairs.
As noted in section 1 above, requests for information tended to be handled face-to-face (consumers going
directly to township or city offices of the utility companies) and to rely heavily on personal connections.

3. Collecting and Handling Grievances on the Quality of the Electricity Service

The analysis of Grievance Redress Systems (GRS) in PSIA Phases I and II indicated that the
presence and use of GRS for government electricity services was extremely rare in rural areas
although more present/used in the urban areas visited. For the roll-out of NEP there is limited capacity
in the current system to effectively handle grievances. Those respondents that indicated having reached out to
service providers did so in urban areas and for issues of service maintenance and billing. In spite of the lack
of clarity often mentioned by respondents during the study regarding the financial management of the SRE
by the VEC thete were no instances where villages/patticipating households had lodged a gtievance with
cither the VEC or Village or Township Administration.

Of the eight sites in rural areas, only one VEC (Village 17 in Mon) had established a
dedicated GRS system to receive queries and complaints. The village was exceptional and had set up the
system to deal with a number of concerns raised by a CBO based in the village track concerned with the high
cost of SRE to the village and demanding the service be provided/subsidized by ESE or that alternative
solutions (including solar energy) be sought. The other seven villages with access to government electricity
services in the sample did not have systems in place and issues regarding billing and service were informally
resolved through the VEC and VA. No significant disputes or tensions over the provision of electricity were
observed in the targeted sites.

Confirming the trend observed during the Phase I of the PSIA, in villages with access to
government grid, respondents were on the whole satisfied with the quality of the electricity service
provided3® when compared the earlier informal providers (in terms of the quality, regular charges as well as
safety of the connection). However, issues with slow repairs and low capacity of the power supply were noted
in four of the eight sites. FGD discussions with women in particular indicated a strong demand for better
services to reduce time/money spent on collecting/purchasing firewood for cooking. In addition,
households had queties on billing in two of the rural sites visited where maintenance/operation charges
collected were unclear. The division of units “lost” (difference in charges from the village meter and those in
individual household meters) was unclear in these cases. While levels of social capital/trust were overall high
(and there was an overall perception that the VEC was charging the correct amount) consumers did not fully
understand the rationale behind the additional amounts collected.

In rural areas, only four of the villages were provided with bills with the Township Electricity
Department’s (TED) phone number to teceive requests for information/complaints. In all other sites,
the complaints “hot line” number was part of the information provided by TED. The usual channel to
receive information on bills/maintenance is therefore the Village Administrator (and in the case of Mon and
Kayin sites, the traditional leaders as well) who call TED on behalf of the villagers to resolve the issues raised.

In the new urban areas visited under PSIA Phase II there was more widespread awareness of
how to reach the service provider with request for information, maintenance and queries about bills.
Numbers for TED were provided in bills in Thaton although not in Sittwe. In Sittwe, the TED was in the

38 With the exception of village 1 in Chin



process of disseminating the new information/complaints hotline and had printed new pamphlets (Please see

the figure below). Complaints were mostly related to errors with bills and were either communicated directly

to the township or through bill collectors. There was an overall perception among households interviewed

that these were acted upon (with errors in bills adjusted in the next month’s bill) although with some delays.
Pamphlets distributed by the TED in Sittwe
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Table 20: Overview of complaints/grievances and channels for resolution

Access to
Village /Ward Name Electricity Complaints/feedback Channel for uptake/resolution
Rural Areas
Widespread acknowledgement that there is no immediate solution
Government to the issue (would require accessing additional source/strong
Village 1 (Chin) (Hydro) Poor quality/availability of service interest in developing mini-hydro)
Village 3 (Magway) Government Grid [Enquiries on billing Questions addressed to the VEC

Village 15(Kayin) Low capacity and unable to cook, issues with |Complaints addressed to the Village Administrator for further
n
age i Government Grid |billing and malfunctioning meters discussion with township

None on electricity supply but village based
CBO voicing complaints about the cost of
the clectricity connection and corruption at
. IVEC level (investigated by township that
Village 17 (Mon) found no is(sues Wih man};gement) !
IVEC has GRS uptake channels for questions on billing and repairs
Palong households have difficulties with no significant complaints noted. Issues raised by CBO directly

Government Grid |understanding bills (language barrier) with township, ESE and media (NPT)




Village 19

(Ayeyarwady) Government Grid [Poor quality/frequent cuts None observed
Government Grid
C t

Village 21(Rakhine) onnection

through military

camp

Frequent maintenance issues (seasonal

because of rains)

Complaints addressed to the Village Administrator for further
discussion with township

Village 6 (Shan)

Private Company
(Hydro)

Palong households connected have
difficulties in understanding bills (language
bartier)

None observed

Village 23(Mandalay)

Government Grid

Supply insufficient for cooking and costly.
There are no individual meters and all
households pay the same 5,000 kyats amount

irrespective of real consumption

IAddressed to VEC and Village Administration. Installation of
individual meters is being considered.

Village 24(Mandalay)

Government Grid

Supply insufficient for cooking.

Complaints addressed to the Village Administrator for further
discussion with township. Overall perception that there is no

immediate solution to the capacity/power fluctuation issues.

Utrban areas

Concerns by households in the low-income
iward about the cost of connection (kyats

There is an overall perception that funds are no longer available at

Thaton 50,000) that will not longer be provided free |township level and that interested households will have to raise
of charge (after the initial phase of their funds for the connection. Concerns queties are channeled
Government grid |connections that benefited patt of the ward) |through ward leader to the Township Electricity Department.
The focus on Sittwe among respondents in all three wards is on the
Sittwe improvement (or expected improvement) and reduction in costs

Government grid

(2014 connection)

None noted during PSIA Phase 11

with electricity bills brought about by the connection/planned

connection to the grid

Those with access to electricity through informal service providers had a direct/close
relationship with the owners of the small businesses and communicated directly regarding repairs
and/or to negotiate delays in payment. Key concerns were similar to those identified duting Phase I
regarding poor quality of the service, high rates/relative to quality and safety of the connection.

Broader dispute resolution mechanisms

Overall, social capital in the rural areas visited was considered strong with traditional and/or
religious leaders playing an influential and being able to solve the vast majority of complaints and
disputes between neighbors. Disputes over land, resources tended to be resolved at village level and if
necessary elevated to the village track level. The research team found no instances of inter-village issues in
which the township involvement was requested (in sample villages).

In the Kayin and Mon villages the research team noted the presence of armed groups
(located in the surrounding area but maintaining close links to the villages). Key informants indicated
that armed groups in the area were supportive of basic service provision by Government although the
situation/support given to Government activity was known to shift/have shifted frequently in the recent
past. In the period preceding the field work no opposition had been made to the extension of government
electricity services. Armed groups continue to play an influential role in the areas visited in the two States and
occasionally approaching the village administration to request for funding.



In addition, as noted earlier areas of Shan were inaccessible at the time of data collection due
to emerging tensions/conflict in the border with China [additional data collection in Village 3 — Phase 1
could not be carried out under Phase II]. Tensions in the border area are ongoing and likely to continue
affecting NEP roll-out.

A similar process was followed at ward level with ward leaders/100 household leaders
playing the key role in dispute resolution among neighboring households. Within visited wards social
cohesion was overall strong and no relevant social tensions were noted. Disputes on location of the poles
were easily resolved through a negotiation process with the involvement of the Township Electricity
Department. In such cases, the study found out that the TED was the key coordinating body between other
relevant departments such as General Administration and Municipal Department and the community or the
individual household with complaints.

It is important to note that extremely high levels of social tension were noted in Sittwe
overall with violent episodes against religious minorities/Rojinja well documented by secondary
sources and a recent new wave of protest against the issuance of “White Cards” to ethnic/religious
minorities. The research team identified a single ward where Muslim residents remained in the city at the
time of research (armed — ensuring their own private security). Township level officials indicated that
livelihood/income generating activities for these groups have become increasingly difficult as has the
outreach of services (bill collection, vaccination for example recently carried out under armed escort). In
addition, the violent expulsion of Roinja/Muslim minority from the city into rural areas with no access to
services has led to growing marginalization. Informants also indicated that Rakhine/Buddhist residents in
poor wards who would regularly trade with Muslim groups in the past are now severely penalized by
Rakhine/Buddist armed groups — further reducing income generating opportunities for the marginalized
ethnic/religious minorities. Service provision (including expansion of the grid/off-gtid solutions and other
basic services provided by government are extremely challenging/and interventions in these areas are
extremely reduced



4. Tariff Affordability: perceptions

Figure 4: Electricity Bill for Village 2 produced by the electricity committee (charging 50 Kyats kWh)
4.1 Rural Areas

In rural areas, there was an overall lack of knowledge on the part of households about the
electricity tariffs charged by Government and the increase to take effect in April.39. Across all 13
villages visited, only a limited number respondents had heard about the tariff increases. These were: (i) the
members of the Electricity Committees at village level and; (i) occasionally small business owners who had
heard the announcement on TV.

Standard government rates were applied only in two of the four villages where electricity services
were provided either by government or a private company (per kWh/hour):

1. Private Company rates in Shan (Village 5) were set at 200 Kyats/kWh;
Rates in Shan (Village 2 - connected to the Government Grid) were set at 50 Kyats/kWh by the
electricity committee;

3. Rates in Village 1 (Magway) and Village 3 (Chin) were charged in line with prices set by Government.

For these same villages, additional charges were frequently collected/set by the electricity
committee to cover maintenance fees, collection fees and to cover consumption for public lighting for
example (an overview of the different charges are provided in Tables 14 and 15 below). These were set at the
discretion of the committee and were not regulated by the ESE township office. Importantly, as shown above

39 It is important to note that field work in rural areas was conducted in March 2014. This was following the announcement of the
increase in rates but before the tariffs were reflected in the new bills



in Figure 4, the level of detail provided in the bill does not allow households to fully understand the tariffs,
additional meter rental charges or other maintenance charges that may be added. Overall, where social capital
is high and there is trust between the Electricity Committee and the Villagers amounts charged were not
questioned. The only exception found by the research team was in Village 3 (detailed example provided in

Box 3).

Table 15: Rates and additional charges (Government and Private Companies in Rural areas)

Service IMonthly charges
Provider Villages  |Tariffs IAdditional Charges (kyats)
Regular monthly charges: 500 kyats for meter maintenance, 300
kyats for village electricity committee, and 300-500 kyats for “units [2,000 to 17,500
Government rates for [lost” between village main meter and individual household meters.
Village 1 [both domestic use
(Magway) |and businesses Occasional charges: 1,000 kyats for maintenance
Government-
brovided Government. rates for
Flectricity . both dqmestlc use o 3,000 to 8,000
Village-3  |and businesses (small [Regular monthly charges: 200 kyats contribution for
(Chin) hydro) collecting/paying bills at township office
50 kyats/KWh (the
Village-2 |rate set by the village
(Shan) electricity committee) [Regular monthly charges: 500 kyats for meter maintenance 3,000 to 25,000
Private .
Company (\S];lii%e > 200 kyats/KWh None 4,000 to 14,000
(Hydro)

Table 16: Rates charged by community-based schemes and small businesses re-distributing electricity

Service Provider

Villages and type of service

Rates charged

Community Initiatives

Village-4 (Chin) - hydro

16 baskets of maze per HH as an annual contribution (very poor
quality of service noted)

Village-7 (MDY) — diesel
generator

1500 Kyat/month for lighting and 1000 kyats/month for TV fixed
rate

Houscholds redistribution of
electricity (diesel generators)

Village-6 (Magway)

1000 Kyat/month for lighting and 1500 kyat/month for TV

Village-8 (Rakhine)

3000 kyats/month for Lighting and 1500 kyats/month for TV

Village-9 (Rakhine)

3000 kyats/month for lighting and 6000 kyats for TV

Value for money considerations were frequently brought up by respondents when discussing
affordability of tariffs. Overall, for those with access to either Government/Private Company Setrvices
or more informal (community schemes or small businesses), payments were considered affordable.
Consumption was overall low and respondents in rural areas were: () not concerned about the upcoming
tariff increases; (ii) were not planning to further reduce electricity consumption. In terms of coping strategies,
landless/land poor households did, however, occasionally resort to late payments (no more than 1 month for
gtid connection or additional few days for community initiatives/household re-distribution). In addition,




households borrowed from neighbors for monthly electricity payments for a short period of time and without
incurring any interest. The rationale being that they would be able to reciprocate the favor at a later date.

Participants in FGD, Key Informants (in villages 4, 7, 8 and 9) without access to reliable
electricity supply also referred to the fact that the service received was “expensive” given the poor
quality when compared to the Government service. They expressed a keen interest in access the
Government grid (should the connection to the village be affordable) as it would result in “savings” (lower
rates for a better service than what they current have access to).

In addition, a short survey conducted during PSIA Phase II with rural households (connected to
the government grid) collected information on the level of fees perceived as most appropriate by
households across different socio-economic groups. It is important to note that households report
paying fees that are slightly higher than government fees (kyats 35 kW/h) as outlined below. In addition, as
mentioned above the analysis did not indicate negative coping strategies, significant delays with payments of
electricity bills among connected households. The indicative preferred fees communicated by interviewed
households are more likely to reflect how the electricity service is valued as well as the quality of the service.
This may partly explain why preferred fees for wealthier households are lower than those indicated for both
middle-income and poor households.

Perception of rural households on electricity fees: average costs currently paid

and preferred fees (kyats per kW /h)

48 >
42
28 23
: . -
Wealthy Middle Income Poor

B Average fees currently paid B Average prefered fees

Importantly, the poorer groups in the rural areas visited (as defined by the villagers themselves)
considered they could not afford to pay electricity charges even for the minimum lighting in the
evenings. These groups were not currently connected to the grid (in villages 1,2 and 6) or to community
initiatives/small businesses providing a few hours of electricity in the evenings (for villages 4,5,7,8 and 9). The
discussion about affordability of rates currently being charged in rural areas (across the different types service
providers — formal or informal), needs to be understood in a context where: (i) the poorest villages in the
study sample do not have access to the government grid or electricity provided by private companies; (if) the
most vulnerable households within the communities do not have to electricity (and use candles, kerosene
lamps for lighting).

Currently this group considers the connection costs to the home and the lowest rates charged by
small-scale suppliers (typically 1500 kyats/month for lighting in the evening) unaffordable. As the
NEP rolls-out and grid connections are extended subsidizing access by these groups in terms of connections
to village and home as well as subsidizing tariffs to allow access to electricity will be key.



Figure 5: Doing homework in the evenings in a Ayeyarwaddy Delta Village without access to electricity
Figure 5: Doing h k in th g Ayey ddy Delta Village without to electricity

Box 14: Making do without electricity

Ma Mar Kyi who lives in Village 6 Village is a mother of two daughters. She earns money by making and
selling pots. She also sells food in raining season when pottery making is difficult. She was happy when she
first learned that the village monastery was going to distribute electricity to the households as she works on
making pots mostly at night time and needs lights. But in practice, it would cost her 20,000 kyats at least to
connect to the Monastery generator as her home located quite far. So, she asked her neighbor if she link up to
her home electricity connection instead. This worked well for a while but the poor quality wiring damaged the
connection and her neighbor refused to continue with their earlier arrangement. Since then, she has had no
access to electricity and uses candles to make pots in the evening and for her daughters to study at night (one
of them got into middle school in this year).



Table 17: Getting an ovetrview of cost/quality across types of service providers in rural areas

Village 1 (Magway)- Grid 42 Satisfactory  |All Purposes  |4,500 0.70 Kyats
Government-provided
Electricity Village-2 (Shan-N) - Grid 64 Satisfactory  |All Purposes 10,6000 1.00 Kyats
Village-3 (Chin) - Hydro 100 Unsatisfactory|Lighting and TV (3,500 0.70 Kyats
Private Company Village-5 (Shan-E) - Hydro 95 Satisfactory  |All Purposes 350,000 4.00 Kyats
Village-4 (Chin) - Hydro 38 Unsatisfactory|Lighting 5, 500 8.50 Kyats
Community Initiatives Moderately
Village-7 (MDY) - Generator 39 Satisfactory  |Lighting and TV 5,000 16.5 Kyats
Moderately
Village-6 (Magway) - Village Monastery |67 Satisfactory  |Lighting and TV 3,600 16.5 Kyats
Houschold re-
distribution/small Moderately
businesses using diesel \yi;0_g (Rakhine) - Households 44 Satisfactory  |Lighting and TV|3,500 33 Kyats
generators
Moderately
Village-9 (Rakhine) - Households 50 Satisfactory  |Lighting and TV 3,500 33 Kyats




4. 2 Urban Areas

Analysis in urban areas was conducted in April and May 2014 once new tariffs were already in
place and the first bill with the increased rates had been paid by households. Compared to rural areas
there was a generally good understanding of the new tariffs charged and greater clarity in terms of the
different charges that make up the electricity bill (including meter maintenance). Table 21 provides an
overview of respondents’ perceptions of the new tariffs (and linkages made with the quality of the service
received).

Given the limited supply of electricity in Hakha (number of hours/day), the city was in an
exceptional situation. There, the increase in rates were not considered relevant for all respondents
across wards (including the poorest). As noted earlier, there were high expectations regarding the
expansion of Government electricity services. A common concern for better off/middle income households
and small businesses in Hakha was the high cost of fuel for diesel generators. Respondents expressed their
hope that improved access to electricity would eventually result in savings for the houscholds. As in rural
areas, the use of solar as an alternative to diesel (for lighting) was frequent for households that were able to
afford the upfront investment. Overall, government rates charged were considered affordable although
respondents resented having to pay “maintenance fees” for meters 500 kyats/meter/month (in fact meter
rental fees) as they reported receiving no maintenance services and “could not rely on the electricity service”.
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Figure 6: Bills for consumers in the industrial zones in Mandalay and Yangon

The situation was significantly different in Yangon and Mandalay where particular segments of
participants in the study reported being “very affected” by the increase, namely middle-income
households and some categories of SMEs. As noted earlier it is important to highlight that the findings
reported here focus on households and businesses perceptions of impact. In the case of middle-income
wards, where feedback on tariffs was strongly negative there were no negative coping strategies reported.
Respondents in this case linked their dissatisfaction with the tariff increases with the lack of improvements in
the quality of services.



Table 18: Monthly bill comparison and increase percentage of tariff in different wealth groups

\Average Usage |Previous monthly bill |Current monthly bill |Estimated increase
\Wealth Quintile (units kWh) (average) (average) %
(Well-off 1443 50,500 70,00, 38
Medium 282 9,800 11,500 17
Poorer 138 4,900 5,000jmarginal changes

Similarly to the analysis conducted in rural areas, Phase II of the PSIA collected further
information on households’ perception of electricity tariffs. In contrast to the findings in rural areas,
where preferred rates were overall half of those currently being paid, respondents in urban areas in wealthier
and middle income wards indicated that preferred rates were close to those currently being paid (Please see
Figure X below). Unlike in rural areas where significant differences between actual and preferred rates were
noted across all income brackets, in urban areas the widest gaps was noted among houscholds in poorer
wards. As discussed below, qualitative analysis in poorer wards did not indicate significant delays in the
payment of electricity bills or negative coping strategies associated with electricity charges. Finally, it is
important to note that unlike rural respondents (who paid electricity fees higher than those practiced by
Government), all urban respondents paid tariffs updated in April 2014.

Perception of urban households on electricity fees: average costs currently
paid and preferred fees (kyats per kW /h)
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1. Feedback from poor and marginalized housebolds

Some pre-existing difficulties to pay were noted for the most vulnerable. Houscholds considered
vulnerable/marginalized within the poorer wards reported challenges with making monthly electricity
payments (both for grid connection and for small scale distributors) although they were not affected by new
rates. Overall, the main coping strategies noted were delays in payment and borrowing from neighbors.
Borrowing was done without interest charged but with the idea that the favor would be reciprocated if
needed, indicating significantly high levels of social cohesion/social capital in these watrds. Payments were
never more than a month late for grid connection and a few days late for small-scale providers. There were
no instances noted of reducing consumption of other basic items or of negative coping strategies to be able
to afford electricity changes among this group.

As noted earlier in Section 1, it is the cost of the connection to the household can be a barrier for
the poor in urban areas. This was observed for a minority of respondents in Mandalay in poorer wards



where the government service does not yet provide full coverage and connection to some blocks in the ward
may require a significant investment. Respondents in this category indicated that given the opportunity to
connect they would prefer to pay government tariff. For this group tariffs were considered overall affordable
and the service was seen as better value for money than that of informal providers using diesel generators.

2. Respondents in middle class and better off wards

Respondents in middle class ward had mostly moderate overall increases in their bills (as
indicated in Table 18 above) but, particularly in Yangon, had strong negative feedback on the
additional cost. These participants in the study highlighted that increases in tariffs were not accompanied by
improvements in the quality of the service. Given the level of consumption/types of uses, this segment of
respondents reported it would be difficult for them to further reduce electricity consumption. The most
frequently mentioned savings item was to reduce air-conditioning use (rare in middle-income households) and
switching off lights during the day. No significant delays in bill payment, instance of borrowing money or
reduction of other types of expenditure were however, reported.

Significant increases were noted for the better-off households (particularly in Yangon) and
savings were planned to cope with new rates. The items houscholds indicated they would most likely cut
were: (i) lighting in garden/security lights; (i) ait-conditioning; (iii) lighting duting the day/unused rooms.
While there was negative feedback on the increases, this was less strong than in middle-class areas with an
overall sense that electricity supply was of good quality.

4.3 Small and Medium Enterprises in Yangon and Mandalay
The study covered three groups of SMEs in Yangon and Mandalay, defined in terms of their

electricity consumption40. Feedback on the tariff increases and coping strategies adopted varied depending
on the new tatiff band in which they now found themselves in.

Table 19: Different types of businesses surveyed (Yangon and Mandalay)

Cities Number of SMEs by consumption (Units kWh)
1-500 501-10,000 10,001-20,000
Yangon 8 17
Mandalay 13 10
Total 21 27

Very small, family run businesses and business requiring unskilled labor indicated they were
not affected by changes in tariffs. These made up a significant proportion of the businesses surveyed and
included small-scale food production and packaging companies and mechanics. Overall the rates were
considered affordable and no particular negative coping strategies were observed among this group.

Medium-sized businesses (in the second and third group) were the most affected among
those surveyed41l. The second group of businesses included mold making, printing and purified water

40 All businesses interviewed in Hakha relied solely on diesel generators

41 It’s important to note that the analysis did not cover individual discussions with large-scale companies although the Myanmar
Chamber of Commerce and the Management Committee of Industrial Zones in Mandalay and Yangon were consulted on the overall
quality of the electricity supply and on their perspectives regarding tariff increases.



companies, now paid an additional 25 kyats per unit (or 30% increase in relation to the previous tariff
structure). These businesses considered themselves hard hit by the increases particularly as they had to
shoulder the additional electricity costs while still having to purchase diesel. Generators were still needed to
address gaps in electricity supply (fluctuations in capacity and brief black-outs). The third group of businesses
was found only in the Mandalay industrial zone surveyed. These were two smelting businesses (iron rods and
construction materials), which fell under the second tariff block with an additional 50 kyats to be paid per
unit (i.e two-thirds increase in their bill compared to the previous tariff). Using generators for these
businesses was extremely expensive and they relied heavily on the grid connection having invested
significantly in setting up the necessary infrastructure in the Industrial Zone.

Table 20: Average weekly use of diesel (gallons) by SMEs

Average diesel usage (gallons) and cost (kyats) per week by SMEs

Yangon Mandalay Chin
9 13 25
36,000 52,000 100,000

The most common coping strategy reported was to increase prices for the consumer of the
goods produced when this was possible (in some instances pre-existing contract commitments meant that
businesses incurred losses). Medium businesses in the second group coped by laying off some staff, reducing
production and no longer holding stocks (i.e producing only when they had a specific order). Larger
businesses in the third group reported they had had some time to prepare (around three months). Having
been able to find cheaper suppliers and re-negotiate prices, they were in a comparatively better situation.

There was a general sense that recent increases in tariffs were “non-negotiable” and none of
the businesses interviewed reported having participated in protests when new rates were announced.
SME respondents and private sector organizations who participated in the study (including the Myanmar
Chamber of Commerce) indicated that the process leading up to the tariff increase would have greatly
benefitted from additional consultations. Greater time for businesses to adequately prepare would have been
particularly welcome by this segment of consumers.

However, even among the second group of businesses (most affected) feedback focused on
the need for improvement in quality of service rather than in reduction of the tariffs. The main
recommendation made by all the three groups was to reduce power fluctuations, increase voltage capacity and
ensure a 24-hour steady supply. With these conditions met, business owners would be able to reduce
drastically their expenditures with diesel, which were considered more burdensome than electricity prices.
Overall 85% of businesses interviewed regularly use generators. The common problems reported by SMEs in
Yangon and Mandalay were frequent blackouts, especially in summer. Businesses in Mandalay did report an
improvement in quality of service over the past year. As with residential consumers more complaints with
quality were reported among SMEs in Yangon (voltage fluctuations and the electricity “shocks” at connection
points). In Yangon, most of the businesses reported using diesel generators 5 to 7 days a week and in
Mandalay most of SMEs reported using them 2 to 3 days a week. The current price of diesel is around 4,000
kyats per gallon in all three cities.



Table 21: Summary of tariff increases impact and perceptions in urban areas

Poorer Wards

bills doubling in some
cases

CHN- 3 No increase noted. Meter maintenance charges considered “unfair” given the limited service
Limited service (as well [available. Noted across all watds.
as limited access among
houscholds)

MDY- 3 Increase with no impact |Concerns are around ability to make payments (irrespective of the increase) for
a small number of study participants. High demand for Government electricity
services for those hh with access to informal services only.

'YGN- 3 Increase with no impact |Concerns are around ability to make payments (irrespective of the increase) for
a small number of study participants. Limited consumption but connection
charges a concern and often access only to informal services — particularly for
informal settlers.

Middle Income Wards
CHN- 2 No increase noted. Meter maintenance charges considered “unfair” given the limited service
Limited service available. Noted across all wards.

MDY- 2 Increases by 1 third 'While increase was noted perception was not as negative as in Yangon given the
improvements in service (linked to privatization) noted. Savings planned for
only a small number of households targeted.

YGN- 2 Increases by 1 third Negative perception linked to the lack of improvements in quality. Savings

reported planned — reducing lights/air-conditioning and fan use and exceptionally time
spent watching TV in the evenings. No consumer or home owners associations
present to channel complaints
Better-off Wards
CHN- 1 No increase noted. Meter maintenance charges considered “unfair” given the limited service
Limited service available. Noted across all wards.
MDY- 1 Significant increase ( Feedback not as negative as in Yangon and improvement in quality of the
doubling of bills) service often mentioned. Difficulties to pay for some households with some
potential delays in payment (not more than 1 month) and significant savings
planned.
YGN- 1 Significant increases with|Negative feedback on “fairness’ of the amount charged. New bill was

“surprising” and main response was a drastic reduction in consumption. Four
of the households reported they would have difficulty making the payment of
the latest bill in terms of their household budgets (although no
delays/botrowing was reported)

SMEs and Industrial Zones




Businesses
across Hakha

No increase noted.
Limited service

Meter maintenance charges considered “unfair” given the limited service
available. Noted across all wards.

'YGN- 4 2/3 increase in bills for [Very negative perception of increases. No ongoing dialogue with Government
most of the businesses  |through associations. No ability to switch services or source (diesel would be
interviews much more costly). Increase in prices of finished products for most

middle/larger businesses. Reduction in production/stock/lay-offs for smaller
businesses

MDY- 4 2/3 increase in bills for |Similar feedback in terms of coping strategies. Key difference in perception in

most of the businesses
interviews

MDY was the extent to which respondents mentioned the improvements in
service and the comparisons made with the much higher cost of diesel.




Part IV — Conclusion and Recommendations

The IHLCA data indicates that overall, 28% of households in Myanmar were connected to
the public grid in 2010 with marked differences between rural and urban areas: 77% of urban
households were connected to the grid compared to only 10 percent of rural households. An additional
15% reported they purchased electricity from private suppliers (9% of urban households, 18% of rural
households). Another 5% indicated they used communal or had a private generator, and 7% reported using
batteries for lighting. Overall, the IHLCA data indicates that there were substantial gaps in access to reliable
electricity and that households, and communities and households developed innovative alternatives to secure
access to electricity albeit without ensuring reliable supply.

Overall, households with public connections were much more likely to live in urban areas
and were wealthier than households with private or communal connections. Access to electricity was
highly correlated with income. Better off households were much more likely to use electricity (particularly the
public grid) than poorer households.

According to the IHLCA data, households connected to the public grid reported spending
1.4% of total expenditures on electricity, and the share of spending was fairly constant across the
income distribution (for poor as well as rich households). Households accessing electricity from private
suppliers reported spending 2.2% of total consumer expenditures on electricity, which was also constant
across the income distribution. Low spending is the result of modes tariffs and a generous lifeline tariff cut-
off, coupled with low electricity consumption. A substantial number of (public electricity) households in
Myanmar consume below the lifeline tariff (currently set at 100 KWh/month): in urban areas, 30% of
households consumed 50 KWh/month or less, and 66% consumed 100 KWh/month or less. In rural areas,
53% of households consumed 50 KWh/month or less, and 88% consumed 100 KWh/month or less.
Overall, current tariffs are moderate and electricity remains affordable to those who currently have access.

Importantly not all households within electrified villages and wards were themselves
connected to electricity services. Electrification rates for urban wards/rural villages were substantially
higher than electrification rates for individual households. According to the IHLCA, 41% of wards or
villages were connected to the public grid, 13% reported communal electricity sources, and 50% had
households that used electricity from a private supplier. Overall, 78% of urban wards and rural villages had
some type of electricity supply available (viz. public, private, or communal). In 40% of electrified
wards/villages, nearly all households were electrified. But private connection rates were highly variable in the
remaining 60% of wards/villages.

Very few households had electricity available 24/7. Sutprisingly, thete was no strong
relationship between the reliability of the supply of electricity (measured in average hours
available/day) and household income. Houscholds connected to the public grid reported an average
availability of 12 hours/day, households connected to private suppliers reported an average availability of 10-
11 hours/day.

IHLCA tabulations, augmented by some additional simulations, do not suggest that
electricity affordability is currently a concern for households currently connected to electricity
services in Myanmar. It is important to understand this finding in a context where better off households are
currently much more likely than poorer households to be connected to the grid. In addition, this finding was
not reflected in the qualitative analysis and warrants additional study. Qualitative analysis further indicated
that in rural areas, electricity committees and private companies do charge rates significantly above those set
by MoEP. Further analysis will be particularly relevant as the NEP plans a steep increase in the number of
households to be covered by electricity services and an outreach to poor and marginalized households
currently not connected.



Rural areas

The SRE approach currently in place allocates no funding to subsidize feasibility studies and
technical assistance or hardware at community level meaning that currently only the better off
villages and better off households within those villages are be able to access government electricity
services42. The limited guidance provided on the community mobilization and planning process for SRE
seems to have resulted in a systematic exclusion of poor households within communities with access to
government electricity. The research team did not find instances of the participation on the part of these
households in planning or discussions on cost and access. Community planning is led by the electricity
committee whose members are nominated among formal and traditional leaders. Information is not widely
shared with the community and no instances of community-level subsidizing of access by poor households
were observed across research sites. During Phase II of the PSIA the research team observed an instance of
community members being excluded on the basis of ethnic identity. Although this was found to be
exceptional among sampled village, the absence of guidance on participatory planning of rural
electrification/standards to ensure adequate facilitation and broad-based patticipation the likelihood to elite
capture during the SRE process remains very high.

Similarly, the lack of regulation of electricity committee functions (including rate setting)
resulted in some instances in the application of tariffs well above those set by MoEP (50 kyats/kWh
and 200 kyats kWh). Consumers of government services in rural areas also pay additional maintenance
charges to do with the upkeep of the connections and collection of payments. In addition, it is important to
note that rural households have a limited understanding of the bills (which are frequently not itemized).
Payments tend to be made regularly where there is strong social capital and trust in village leadership and the
electricity committee. No negative feedback was received by the research team on these higher rates charged.

Given the profile of households with access to government electricity services in rural areas
(overall the better off groups in the sites covered) and the limited uses of electricity, no negative
feedback was received from current users on the updated tariffs (where these were practiced). The
majority of these households use electricity for lighting and TV in the evenings and would not be affected by
tariff increases. Overall, government services are considered good value for money when compared to
informal providers or community-based initiatives using small-scale hydro or diesel generators.

Subsidizing the cost of connections to the villages and to individual households within these
villages would be an important element of the NEP roll-out to ensure more equitable access to the
service in rural areas. Beyond the cost of connection to the village, once the latter is established, the
additional costs of connecting individual households acted as a second barrier for low income households.

Further regulation of the rural electrification process and the provision of technical
assistance including a focus on community participation, good governance and social accountability
would be an equally important element. Beyond the regulation of tariff setting in rural areas, the
functioning of the electricity committees, their linkages to village administration and their oversight would
benefit from strengthening under NEP (if communities are expected to play an ongoing role in rural areas for
the implementation of interim mini-grid solutions). Challenges with governance and instances of lack of
transparency in financial management were observed by the research team. Overall, the quality of leadership
and social cohesion at village level currently play the determining role in the absence of external regulation
and support. The same SRE process can lead to very different outcomes as noted by the research team fully

42 Among villages within reach of the grid.



depending on the local context (i.e currently regulations are not adding much additional value in terms of
quality of the process).

Across all sites visited 43 a significant proportion of poor and marginalized households, not
connected to the grid at the time of the study, could not afford the cost of the basic services of
informal providers (Kyats 1000 to 1500/month for lighting in the evenings). Extending access to electricity
to this group under NEP would require not only subsidizing the cost of overall connections, connections to
the households but also the introduction of further subsidized tariffs. Additional analysis to be carried out in
the new Living Standards Survey (2014) will be key to understanding energy consumption among this group
as an input to the design appropriate life-line tariffs.

Urban areas

As noted above, the cost of access was not the key concern in urban areas, where the option of SRE
is of coutse not viable. There was high demand for electricity services in Hakha and an overall sense
that access to electricity using the new tariffs would significantly reduce households’ expenditure on
energy. Currently, the purchase of fuel is considered a heavy burden on households and small businesses in
Hakha.

For the urban centers of Yangon and Mandalay the cost of household connections in poorer
wards where the government service does not yet have full coverage was a significant barrier to
access for low income households. In additional informal settlers in Yangon (1,000 households in YGN 3)
could not access the grid as they were unable to obtain the necessary documentation to apply for the
connection. There was strong demand for the service among these household who considered government
service better value for money when compared to informal providers. A small number of households
interviewed in Yangon (4 of 25 in the poorer ward, YGN 3) also indicated that they could not afford the
payment of regular charges and therefore relied on informal service providers opting for daily payments.

Overall there was strong negative feedback among middle-income households and small
businesses in Yangon and Mandalay regarding the new tariffs. Houscholds in urban areas where well
informed about the new rates and had a good understanding of the different charges in their electricity bill.
For middle-income houscholds feedback was related to the lack of improvements noted in service rather than
with overall inability to pay. Respondents indicated they would implement some saving measures but no
negative coping strategies or delays with payments were observed. Adverse impacts were noted among SMEs
in both of these urban areas with medium businesses laying off staff and reducing production. Importantly,
lack of quality of the electricity service and the need to rely on diesel generators with associated costs was the
main complaint of this particular group.

As with rural areas, subsidizing connections to the home in poor wards would seem
important for a more equitable NEP roll-out. Regularizing and simplifying requirements for
applications/connections in informal settlements would equally be key. As with the rural poor and
marginalized households a closer analysis of the energy consumption among this group would be important
for the design of life-line tariffs. With current tariffs already being unaffordable there is a risk that this
vulnerable group will be left out of the electrification process.

Improvement in quality, reliability and repair services will be essential particularly if further
increases in rates are expected to be put in place. Communication with consumers, feedback and
grievance redress mechanisms are virtually non-existent and information tends to flow based on personal
connections.

43 With the exception of the villages in Shan state which were exceptionally well off



