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Investment commitments to energy projects with private 
participation in developing countries, by region, 1990–2008

2008 US$ billions

Source: World Bank and PPIAF, PPI Project Database.

New projects



2

www.gsb.uct.ac.za/mir

Investment commitments to energy projects with private participation in 
developing countries, by region 2005–08
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Note: Includes investment in projects reaching financial closure in 1990–2008.
Source: World Bank and PPIAF, PPI Project Database.
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Investment commitments to energy projects with private 
participation in Sub-Saharan Africa, by subsector, 1990–2008

2008 US$ billions

Source: World Bank and PPIAF, PPI Project Database.

New projects
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IPPs in Africa

+/- 45 IPPs
17 Countries
12,000MW
US$10 billion
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IPP Case study countries/cases*

Morocco (3): Tetouan, 
Jorf Lasfar, Tahaddart Tunisia (2): El Biban, 

Rades
Egypt (3): Sidi Krir, 
Port Said, Suez

Cote D’Ivoire (2): Vridi 
Ciprel, Azito

Ghana (1):Takoradi Kenya (4):Iberafrica, 
Westmont, OrPower4, 
Tsavo

Tanzania (3):IPTL, 
Songas, Mtwara

MIR country studies constitute:
75% IPP investment
80% IPP capacity in 2006/7

Nigeria(2): 
AES, 
Okpai, 
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North African IPPs: larg(er), mostly gas-fired

 

Country/ 
Project 

Size 
(MW) 

Cost 
US$ 

million 

Fuel/cycle Contract 
type 

Contr
act yrs  

Project 
tender-
COD 

Egypt (10%, 2005)   
Sidi Krir  683 413.9 natural gas/steam cycle BOOT 20 1996-2002 
Port Said 683 340 natural gas/steam cycle BOOT 20 1998-2002 
Suez 683 338 natural gas/steam cycle BOOT 20 1998-2003 

Morocco (66%, 2005)  
Jorf Lasfar 680+680 1500 Coal BTO 30 1994-2000 
CED 50 58.5 Wind BTO 19 1995-2000 
Tahaddart 384 364.9 natural gas/combined cycle BTO 20 1999-2005 

Tunisia (23%, 2004)  
Carthage 
Rades II  

471 260.7 natural gas/combined cycle BOO 20 1997-2002 

SEEB 27 30 natural gas/open cycle BOO 20 2000-2003 
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East Africa:  mostly smaller (diesel, gas, geothermal)

 
 

Kenya (10%, 2005)   
Iberafrica 56 65 HFO/medium speed diesel 

engine 
BOO 7, 15 1996-1997 

       
Westmont 46 35 Kerosene/gas 

condensate/gas turbine 
(barge mounted) 

BOO 7 1996-1997 

OrPower4 13 54 Geothermal BOO 20 1996-2000 
Tsavo 75 85 HFO/medium speed diesel 

engine 
BOO 20 1995-2001 

Tanzania (60%, 2005)   
IPTL 100 120 HFO/ medium speed 

diesel engine 
BOO 20 1997-1998 

Songas 190  310 natural gas/open cycle BOO 20 1994—
2004 

Mtwara 12 8.2 natural gas BOO 2 (20) 1994-2007 



5

www.gsb.uct.ac.za/mir

West Africa: mostly medium sized gas

 
 
 
 

Nigeria (15%, 2005)   
AES Barge 270 240 Natural gas/open cycle 

(barge mounted) 
BOO 20 (2 

parts) 
1999-2001 

Okpai Agip 300 462 Natural gas/ combined 
cycle 

BOO 20 2001-2005 

Cote d’Ivoire 
CIPREL 210 105.6 Natural gas / open cycle BOOT 19 1993-1995 
Azito 330 233 Natural gas / open cycle BOOT 24 1996-2000 

Ghana 
Takoradi 2 220 110 Light crude / single cycle BOOT 25 1998-2000 
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Sustainable IPP investments?

Simple hypothesis

“Sustainable IPP investments depend on a balance 

between investment and development outcomes”

___________________________

Investment outcome:

• Adequate return on investment

• Prospects for expanded investments

Development outcomes

• Reliable power

• Competitively priced power
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IPPs in Africa: overall outcomes

Despite serious stresses 
(including macro-
economic shock and 
currency devaluation, 
drought and the need for 
emergency power, 
abrupt policy shifts, civil 
strife and corruption)
there have been 
remarkably few failures 
(in our sample); but of 
the 20 projects, 8 have 
undergone a contract 
change
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• Development and investment outcomes largely 
perceived to be in balance with overall positive 
outcomes reported
– No arbitration proceedings and/or renegotiations
– Competitively priced power

• BUT future is not so certain 
– Egypt: equity turnover and no new IPPs on same terms
– Tunisia and Morocco: future hybrid market ?

 
 

 

Sustainable outcome  

Investment outcome Development outcome 

Experience of IPPs in North Africa
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Experience of IPPs in SSA

• In the majority of SSA IPPs, development and 
investment outcomes largely perceived NOT to be in 
balance (with contract changes noted for 7 of the 12 
projects)

• There are, however, 5 projects where contracts have 
endured 

• What made the difference between the North Africa 
projects and SSA IPPs that saw no change  and the 7 
SSA projects that did go through some form of 
renegotiation? 

 
 

 

Sustainable outcom e  

Investment outcome  Developm ent outcome  
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Summary: differences between NA and SSA?

• Most North African IPPs in significantly more 
attractive investment environments�
competition was greater, as were ICBs, which 
may have also contributed to cost reductions. 

• Despite exogenous stresses, policy frameworks 
remained largely intact and planning mishaps 
were fewer than in the SSA sample. 

• Most North African IPPs benefited from 
abundant low cost fuel and secure fuel contracts 
as well as credit enhancements such as 
sovereign guarantees. 
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Summary: differences between SSA w/change and those without?

• The IPPs that have seen changes to their original 
contracts
– were all procured amidst a form of electricity crisis, 

mostly as a result of drought in largely hydro-
dependent systems. 

– often power master plans were passed over to plug 
the immediate power crisis 

– only two had ICBs, but in these only two bids were 
received. 

• Amongst projects that did not experience changes
– the IPP framework was more clearly defined,
– bidding was more transparent and
– plants were procured under less urgent 

circumstances than in the group of change

www.gsb.uct.ac.za/mir

More differences between SSA change and no change?

• In all the projects that have stayed intact to date in SSA, 
multilateral and bilateral development institutions and/or 
development-minded firms have been equity holders 
(IPS and IFC in Tsavo, FMO in Mtwara, IFC in CIPREL, 
and Globeleq and IPS in Azito). 

• In addition, most of these projects have also benefited 
from concessionary funding, provided and/or arranged 
by DFIs. 

• In contrast, in the remaining projects, which have 
encountered some form of change, such agencies and 
firms have been notably less present on both the equity 
and debt side. Only one of the eight projects had a 
development minded firm as an equity holder (Globeleq 
in Songas). Only two of the eight projects saw 
involvement of a DFI on the debt side (World Bank in 
both Songas and Takoradi II)
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Contributing elements to success

• Favourable investment climate
– NB, but not a deal breaker (e.g. Kenya)

– but obviously impacts on costs/prices (e.g. N Africa 
vs SSA)

– many more bidders in countries with investment 
grades

(Of 53 African countries, only 24 have received 
international credit ratings and most are speculative 
grade. Only 5 have investment grade—Botswana, 
Mauritius, Namibia, South Africa and Tunisia)  

Country level
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Contributing elements to success

• Clear policy and legal framework,
coherent planning & competitive bidding
– Most countries have passed legislation. But policy not always

implemented.  Policies also reversed…
– Too frequent, forced reliance on VERY expensive emergency 

power
– Emerging hybrid power market with IPPs alongside incumbent

SOE. Need better links between policy, planning and contracting 
and clearer roles and responsibilities

• Who does planning? Is it flexible & up-to-date?
• Criteria for allocating new build between SOE & IPPs
• Who initiates ICB?  Timely initiation
• Procedures for dealing with unsolicited bids
• Managing conflict of interest in contracting (Single-buyer?)

Country level
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Contributing elements to success

• Transparent and credible regulatory oversight

– Are regulators assisting or hindering IPP 
investments?  Regulatory risk?

– Regulators can facilitate IPP investment by having 
clear procedures for

• Licensing of IPPs

• Assessing competitive & economic procurement

• Consistent generation expansion plans

• Bench-marking & approval of PPAs

• Audit of single-buyer & dispatch functions

• Pass through and cost-recovery of tariffs

Country level
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Project level

Contributing elements to success

• Favourable equity partners

– Origins, experience and mandate of partners

• Previous involvement and country relationships

• Experience with developing country risk (Globeleq, 
IPS, “southern” firms)

– Presence of DFI’s and/or state aligns 
interests

– Equity turnover (50% of projects) 

– Indian and Chinese presence in power sector 
Future?
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Contributing elements to success

• Favourable debt arrangements

– DFIs & ExIms prominent

• Take longer to reach financial closure

• But insist often on international competitive 
bidding

• Help maintain contracts and resist renegotiation

• But also once again financing SOEs! Crowding 
out IPPs?

– Local currency financing – few examples, 
limits?

Project level
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Contributing elements to success

• Secure and adequate revenue stream
– Credit worthiness of off-taker sometimes didn’t seem to 

matter! (e.g. Egypt, Tanzania, Kenya - although now 
complicates Nigeria IPPs). IPPs seek additional 
security arrangements, or simply translate higher risk 
into higher prices (e.g. Kenya, Nigeria, Ghana)

– Sovereign guarantees obviously makes a difference but 
are not universal

– PPAs all foreign denominated (except 1 in Morocco that 
secured local debt financing). Remarkably, these PPAs 
have survived currency devaluation shocks as well as 
creeping devaluation overtime.

– Were unable to analyse PPAs (most confidential –
should they be?). Are we learning around devising 
“PPAs with more staying power” (c.f. Fiona Woolf)

Project level
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Contributing elements to success

• Secure, competitive fuel contracts
– shifting risk (cf Egypt, Nigeria, Tanzania)

• Positive technical performance
– need more evidence, (Egypt IPPs claimed this was 

significant)

• Ongoing strategic management of risk
– Minor examples: e.g. informal agreement in Egypt, after 

currency devaluation, shifting part of O&M to local 
currency

– More significant example: 2nd PPA contract for 
IberAfrica halved capacity charges through initiatives of 
sponsor, off-taker and regulator

– Refinancing

Project level
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Contributing elements of success

• Policy, tendering & contracting challenges 

• Negotiating and concluding sustainable PPAs

• Dealing with regulatory risk

• The role of DFIs

Further discussion
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The Management Programme in Infrastructure 
Reform & Regulation (MIR) is an emerging centre 
of excellence and expertise in Africa. It is 
committed to enhancing knowledge and capacity to 
manage the reform and regulation of the electricity, 
gas, telecommunications, water and transport 
industries in support of sustainable development.
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