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ABSTRACT
The study set out to investigate the effectiveness of electricity subsidies in poverty 
alleviation in Zimbabwe through addressing the questions around the quantum and 
distribution of the subsidies between the poor and non-poor. The study also addresses 
���� ���������� ������� ���� ��ϐ������� ��� ���� �������� ������� ���� ������� ��������� ��� ����
targeting performance of the subsidy. In order to understand the targeting performance 
of electricity subsidies in Zimbabwe, the Poverty, Income, Expenditure and Consumption 
�������ȋ�����Ȍ����������������������������������������������ϐ�������������������������
�������������������������Ǥ�����ϐ�������������������������������������������������������������
����ϐ���������������Ǧ�Ǧ�����������Ǧ����ǡ�����������������������������������������������
is effective in reducing poverty. It also shows the key drivers of targeting performance 
in terms of access factors and design factors of the subsidy, hence providing information 
about potential areas of policy intervention. Empirical evidence carried here-in shows 
limited connectivity and usage of electricity by the poor and high level of exclusion of 
������������������������ϐ��ǡ���������������������������������Ǥ������������������������������
current electricity consumption subsidy scheme in Zimbabwe has low target performance, 
implying that it is not pro-poor. The high level of exclusion due to low access, uptake and 
connection rates for poor households against the non-poor contribute to the lack of pro-
poorness in the subsidy scheme. Policy simulations of possible subsidy options reveals 
that electricity connection subsides have a potential for a high impact in alleviating 
poverty in Zimbabwe and that consumption subsidies alone are not effective in trying to 
improve the lives of the poor. 
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1.INTRODUCTION AND CONTEXT

Electricity in Zimbabwe is heavily subsidized. In 2017 the Zimbabwe Electricity 
Distribution and Transmission Company sold electricity to households at an average 
������ͻǤͻ��������������ǡ��������������������������������������ϐ����������������������
of US12.4 cents per kWh1. This implied a subsidy of 24.5% per kWh consumed by 
households. The high proportion of subsidies in Zimbabwe could be indicative of a 
subsidy design that may be too generous, with low target performance and heavy 
��������������ϐ�����Ǥ�

Electricity is subsidised in many forms, including R&D, investment, generation, 
decommissioning and consumption (Kitson et al., 2011). In Zimbabwe consumption-
linked subsidies include reduced rate of import duty for solar components, quantity-
based increasing block tariff (IBT) schedule subsidy and VAT exemption. However, this 
study focuses on household electricity consumption subsidies and grid electricity which 
is generally considered of high quality and potential for enhancing productive activity. 
Until June 2020, Zimbabwe has been applying an IBT structure with three consumption 
�������������������������Ǥ������������������������������Ǧ���ϐ������ǡ��������������������ǡ�����
lacks direct supply-side linkage2. This results in government subsidizing electricity utility 
companies through capital injection to cover losses from subsidies, despite government 
ϐ������ �����������Ǥ� ��� ����� �������� ������������������� ��� ������������ ����������� ���� �����
expansion by utility companies, which further limits opportunities for electricity access 
and connection among the poor and marginalised. 

Improving the targeting performance of the subsidies is imperative as it focuses 
������������ϐ���������������������������������������������Ǥ�����������������������������
��������������������������������ϐ��������������������������������������������������������
non-poor.

ϭ͘ϭ�� �ůĞĐƚƌŝĐŝƚǇ��ĐĐĞƐƐ͕�hƉƚĂŬĞ�ĂŶĚ��ŽŶƐƵŵƉƚŝŽŶ�ŝŶ��ŝŵďĂ ǁĞ�ʹ�/ŶƐŝŐŚƚƐ�ĨƌŽŵ�
W/��^��ĂƚĂ

The 2017 PICES data, indicate that 74% (2.4 million) of households have access to the 
national grid, of which, actual household connections are low, at 32% (1.1 million) – see 
Figure 1. Among the poor, the uptake rate of connections given access is 8%, while it is 

�� �%DVHG�RQ�GDWD�IURP�WKH�:RUOG�%DQN��������
�� �,Q�-XQH�������*RYHUQPHQW�DQQRXQFHG�D�QHZ�WDULII�VFKHGXOH�ZLWK�IRXU�EORFNV��ZLWK�D�QHZ�EORFN�

RI� �������N:K� WKDW� KDV� D� UHODWLYHO\� ORZHU� WDULII� UDWH� FRPSDUHG� WR� WKH� WKHQ� H[LVWLQJ� WDULII� IRU�
FRQVXPSWLRQ�WR�WKDW� OHYHO��ZKLOVW�PDLQWDLQLQJ�WDULII� OHYHOV�IRU� WKH�QH[W�EDQG�DV�EHIRUH��7KH�WKLUG�
EORFN�RI�WKH�QHZ�WDULII�VFKHGXOH��KRZHYHU��KDV�D�VXEVLG\�UHGLVWULEXWLYH�HIIHFW��DOORZLQJ�=(6$�WR�
FKDUJH�DERYH�HIILFLHQW FRVW�UHIOHFWLYH WDULII���1RWZLWKVWDQGLQJ�WKH�QHJDWLYH�VXEVLG\�EHQHILW RQ�WKH�
IRXUWK�EORFN��ZKLFK�LV�D�UHVXOW�RI�WKH�IL[HG H[FKDQJH�UDWH��WKH�VXEVLG\�EHQHILW RQ�QHZ�WDULII�VFKHGXOH�
UHPDLQV�VLPLODU�WR�WKH�ROG�VFKHGXOH��ZKLFK�LV�ELDVHG�WRZDUG�LQFUHDVHG�FRQVXPSWLRQ��DQG�GRHV�QRW�
GLVFRXUDJH�LQHIILFLHQW�FRQVXPSWLRQ�



relatively higher for the non-poor at 52%. Uptake or use of electricity among those 
with connections is relatively high (97% for the poor and 98% for the non-poor), 
suggesting that once a household is connected it has a higher propensity to consume 
electricity.

    In rural areas, most households do not have any form of electric energy. About 56% of 
the poor are without electricity versus only 38% of the non-poor.  Grid electricity usage 
is largely for the non-poor in rural areas (14%) than for the poor (3%). Solar home 
systems are the predominant source of electric energy in rural areas for both the non-
poor and the poor, followed by solar lanterns. The main reasons for not having a 
connection to the grid differ across location and poverty status, but they mainly 
include initial costs, distance to national grid (mostly in rural areas) and non-ownership 
of land and property. Average monthly total expenditure on electricity of US$12.09 for 
the poor, remains low compared to US$22.73 for the non-poor. Low connection, usage 
of electricity and limited quantity consumed combine to suppress total value of the 
subsidy received by the poor households per month, leading to uneven subsidy 
distribution between the poor (9%) and non-poor (91%).

2. LITERATURE REVIEW: ELECTRICITY  SUBSIDIES AND POVERTY: THE BROADER

CONTEXT

There are several reasons why subsidies are important in the context of poverty reduction. 
Subsidies redistributes resources and make utility services affordable to the poor, thereby 
facilitating access to and use of electricity and improving their social welfare (Komives et 
al., 2005; Sovacool and Hess, 2017). They reduce the burden of electricity costs on the 
poorest 40% of households in Central America, thus contributing to poverty reduction 

Figure 1: Electricity access, connection and uptake, 2017 (Number of households)

Source: Authors’ construction from Zimstat 2017 PICES data
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(Urdinola and Wodon 2012). 
������ϐ�������������������������������������������������������������������������������

income to the poor is, however, predicated on the assumption that subsidies are pro-
����ǡ����������������������������������ϐ������������������������������Ǧ����Ǥ��������ǡ�
subsidies may be ineffective in reaching and distributing resources to the poor (Vega et 
��Ǥǡ�ʹͲͳͻȌǤ�������������������ǡ���������������������������������������������������ϐ��������
����������������������������������������ȋ����������Ͳ������������Ȍ�����ϐ���������Ǧ�������
households (60% of the households). Arze del Granado et al. (2012) found that electricity 
subsidies were regressive in 20 developing countries because the poor were consuming 
disproportionately less electricity than the rich. In Argentina, even though subsidies were 
�������������������������ǡ������������������������������������������ϐ���������������������Ǧ
residential consumers more than the poor households (Lakner et al. 2016). 

Kitson et al. (2011) pointed three common approaches to measuring subsidies. The 
price gap approach, which measures the difference in observed price for electricity 
versus a free market reference price. This study applies this approach. However, this 
������������������������������������������ ��� ����������� ����� �����������ϐ������� ��� ����
���������� �����Ǥ� ���� ��������� ������������ ��������ǡ� ������ϐ���� �������� �����������
with a given programme, regardless of whether or not there is effect on end price. The 
����������� ��������ǡ� ��������� ������� ϐ��������� ���������� ȋ���������� ������ ����ϐ������
producers through government assumption of risk) as well as transfers generated 
between producers and consumers and vice versa as a result of government policies. 
The main example of which is the Producer Support Estimate and Consumer Support 
Estimate (PSE-CSE) framework applied in particular by the OECD. 
�����������������������������������������������������ϐ���������������������������������

poverty and redistributing income. The threshold to determine household eligibility 
to a subsidy and the depth of a subsidy (i.e. the subsidy amount per unit of electricity 
��������Ȍ�������������������������������ϐ����������������������������������������������Ǥ�
The targeting strategy that relies on the amount of electricity consumed as an indicator 
of rich/poor households results in higher errors of inclusion and exclusion because the 
relationship between electricity consumption and income is not perfect. 
��������������������ϐ���������������������������������������������������������������

not explain factors behind performance of subsidies. Angel-Urdinola and Wodon (2007) 
found that electricity consumption subsidies in Cape Verde, Rwanda, and Sao Tome and 
Principe were regressive mainly due to access factors that prevent the poor from using 
electricity. The study established that shifting from IBT structure to VDT structure and 
from consumption to connection subsidies, though may not make the subsidy pro-poor, 
improves targeting performance of electricity subsidies. They also noted that the increase 
in targeting performance was mainly due to  higher quantities consumed by poor and well-
designed connection subsidies which were relatively more pro-poor than consumption 
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�����������������������������ϐ�����������������������ȋ�����Ǧ������������������ǡ�ʹͲͲȌǤ
���������� ���������� ���� ��������� ��� ��������� ����������� ϐ����� �������Ǥ� ��� �������

America it is estimated that reducing subsidy leakages to high-income households reduces 
ϐ����� ���������͵ͲΨ����ͷͲΨ��������� ������������������Ǥ��������ǡ� ��� ��������� ����������
though subsidy reform may increase subsidy pro-poorness, some households, especially 
middle-income households, would be negatively impacted and therefore government 
�������������������������Ǥ�����������������������������������ϐ����� ��������������������
�������������ϐ����������������������� ����������������������������������������������������ǡ�
distributional equity and macroeconomic stability. Araar and Verme (2012) showed that 
��������������������������ǯ������������������ ��������� ��������������������������ϐ�����������
government spending. Komives et al. (2005) revealed that targeting mechanisms (e.g. 
IBT, VDT, geographic) do not address the utility services access gap between the poor 
and the non-poor, hence implying that subsidy reforms that seek to improve targeting 
mechanisms can only reduce poverty up to a limited extent and that connection subsidies 
are very important in reducing poverty when the access gap between poor and non-poor 
is very high.

Subsidy reform can be gradual or big bang. The latter gives rise to sharp increase in 
������������������������������������������������������ϐ�����ǡ����������������������������������
losses which the poor can fail to absorb. Some have suggested reforming electricity 
subsidies by integrating them into social assistance programmes3 which have better 
����������� ���� ������������ ����ϐ��������� ���� ������������� ��� ���������� ����� �������
��������ǡ��������������������������������ȋ�Ǥ�Ǥ�������������������������������������ϐ���Ȍ ��
����������ȋ�Ǥ�Ǥ�����������������������������������ϐ���ȌǤ��

Countries have looked at different ways of reforming their subsidy schemes. In El 
Salvador, the government eliminated electricity subsidy targeted at middle- and high-
income groups of the population that consumed 100kWh to 300kWh of electricity in 
����� ������������������ϐ����� �����Ǥ��������������������������������������������������
high-income neighbourhoods were excluded from the more generous subsidy scheme in 
order to improve the targeting performance of the electricity subsidy. 

Lessons from international experience suggest that it is important to consider the
following when reforming subsidies: (a) Identifying the population groups that will be 
negatively affected by the electricity subsidy reforms and consulting them in advance 
and providing compensatory policy measures to reduce adverse impact on their welfare 
��������������������Ǧ��Ǣ�ȋ�Ȍ������������������ ����ϐ��������������������������������������
ensuring that the reform efforts are credible; (c) Recognising and addressing political
economy challenges to increase chances of success in reforming the subsidies; (d) 

� 7KH� LQWHJUDWLRQ� RI� HOHFWULFLW\� VXEVLGLHV� LQWR� VRFLDO� DVVLVWDQFH� SURJUDPPHPHV�� KRZHYHU�� ZRUNV�
ZHOOZKHQ� WKH� FRXQWU\� KDV� D� KLJK� TXDOLW\� VRFLDO� DVVLVWDQFH� URVWHU� ZKLFK� LGHQWLILHV ORZ�LQFRPH�
KRXVHKROGV�DW�QDWLRQDO�VFDOH�
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�����������������������������ϐ�����������������������ȋ�����Ǧ������������������ǡ�ʹͲͲȌǤ
���������� ���������� ���� ���������� ��� ��������� ������������ ϐ������ �������Ǥ� ��� ��������
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�������������ϐ����������������������������������������������������������������������������ǡ�
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��������������������������ǯ�������������������������������������������������������ϐ�����������
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distributional equity and macroeconomic stability. Araar and Verme (2012) showed that 
��������������������������ǯ������������������ ��������� ��������������������������ϐ�����������
government spending. Komives et al. (2005) revealed that targeting mechanisms (e.g. 
IBT, VDT, geographic) do not address the utility services access gap between the poor 
and the non-poor, hence implying that subsidy reforms that seek to improve targeting 
mechanisms can only reduce poverty up to a limited extent and that connection subsidies 
are very important in reducing poverty when the access gap between poor and non-poor 
is very high.

Subsidy reform can be gradual or big bang. The latter gives rise to sharp increase in 
������������������������������������������������������ϐ�����ǡ����������������������������������
losses which the poor can fail to absorb. Some have suggested reforming electricity 
subsidies by integrating them into social assistance programmes3 which have better 
����������� ���� ������������ ����ϐ��������� ���� ������������� ��� ���������� ����� �������
��������ǡ��������������������������������ȋ�Ǥ�Ǥ�������������������������������������ϐ���Ȍ ��
����������ȋ�Ǥ�Ǥ�����������������������������������ϐ���ȌǤ��

Countries have looked at different ways of reforming their subsidy schemes. In El 
Salvador, the government eliminated electricity subsidy targeted at middle- and high-
income groups of the population that consumed 100kWh to 300kWh of electricity in 
����� ������������������ϐ����� �����Ǥ��������������������������������������������������
high-income neighbourhoods were excluded from the more generous subsidy scheme in 
order to improve the targeting performance of the electricity subsidy. 

Lessons from international experience suggest that it is important to consider the
following when reforming subsidies: (a) Identifying the population groups that will be 
negatively affected by the electricity subsidy reforms and consulting them in advance 
and providing compensatory policy measures to reduce adverse impact on their welfare 
��������������������Ǧ��Ǣ�ȋ�Ȍ������������������ ����ϐ��������������������������������������
ensuring that the reform efforts are credible; (c) Recognising and addressing political
economy challenges to increase chances of success in reforming the subsidies; (d) 

�� 7KH� LQWHJUDWLRQ� RI� HOHFWULFLW\� VXEVLGLHV� LQWR� VRFLDO� DVVLVWDQFH� SURJUDPPHPHV�� KRZHYHU�� ZRUNV�
ZHOOZKHQ� WKH� FRXQWU\� KDV� D� KLJK� TXDOLW\� VRFLDO� DVVLVWDQFH� URVWHU� ZKLFK� LGHQWLILHV ORZ�LQFRPH�
KRXVHKROGV�DW�QDWLRQDO�VFDOH�
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������������������������������������������ϐ����������������������������������Ǣ�����ȋ�Ȍ�
Replacing subsidies with more accurately targeted forms of social assistance can often 
����������������������������������������������ϐ�����������ȋ����ǡ�ʹͲͲ͵ȌǤ

Ϯ͘Ϯ�� dŚĞ�ĚŽǁŶƐŝĚĞ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�ƐƵďƐŝĚŝĞƐ

Good as they are intended and perceived, subsides have their own downside: 

• Subsidies for electricity may aggravate the level and intensity of poverty if
�����������������������ϐ����������������������������������������������ǡ������
�������������ϐ��������������������������ȋ����ǡ�ʹͲͲͺȌǤ

• ��� ���� ������ ��� ���� �������Ǧ��Ǧ
��� ������ ���� ����� ϐ������ �����������ǡ
subsidies constitute high opportunity cost in the form of public investment
and social services such as health and education (Sovacool and Hess, 2017). 

• ���������� �����Ǧ������ ��������� ���� ����ϐ�������� ��������� ������ǡ� �����
creating shortages and funding pressure to provide the necessary
infrastructure to meet higher demand. In Myanmar, subsidised domestic
electricity created domestic shortages as suppliers preferred exporting
electricity to China and Thailand at relatively higher prices (Sovacool, 2012; 
����ǡ�ʹͲͲͺȌǤ

• ���� �������������� ��� ������� ������ �����ϐ�������� ����������� ��� ����� ������
footprint (about 36% of carbon emission between 1980 and 2010,
Stefanski, 2014), leading to global warming and climate change which
disproportionately affect the poor who lack the means to adapt their
livelihoods.

Ϯ͘ϯ�dŚĞ�ĚŝƐƚƌŝďƵƚŝŽŶĂů� ĂƐƉĞĐƚƐ�ŽĨ�ƐƵďƐŝĚŝĞƐ

���� ��ϐ������ ��� �� �������� ��� �������� ��� ���������� �������� ���� ������� ����������� ���� ���
assessed through investigating its targeting performance. If a subsidy is properly targeted 
�������ϐ���� ������������������������������������������������������ ����� �������Ǧ�����
who can afford without any assistance. In that way, the resource envelop required by the 
����������������������������������������ǡ����������ϐ���������������ϐ���������������������
�������������������Ǥ������������ǡ������������������������������������������ϐ����������Ȁ
consumption by the non-poor which could arise if they are included in the subsidy.

The targeting performance of an electricity subsidy is evaluated by considering three 
dimensions of performance suggested by Komives et al. (2005). These dimensions are: (i) 
����ϐ������������ǡ�ȋ��Ȍ�����ϐ���������������������ȋ���Ȍ������������������������ȋ�����������
�����ȌǤ���������ϐ���������������������������������������������������������������������Ǧ
�Ǧ�������������������������ȋ�Ǥ�Ǥ����Ǧ�����������������������ȌǤ� ��� ������������������������
������������ϐ���������������������������������������������������������������������ϐ����



accruing to the entire population of households. Alternatively, it is the share of subsidy 

to the share of the poor in the population.  A value greater than 1 means the subsidy is 

error of exclusion (i.e. the proportion of the poor who do not receive a subsidy) or error of 

by the poor, thus informing about the generosity and impact of the subsidy on the poor. 
It is measured by the average subsidy value received by poor households as a percentage 
of their average income.

3. METHODOLOGY

The process of subsidy analysis typically begins with static incidence analysis (Araar 
and Verme, 2012). This will be used to examine the current distributional status of 
subsidies across households without considering any reform to the subsidy. It will give 
insights on whether subsidies are pro-poor or pro-rich and whether subsidies affect the 
level of poverty and inequality or not. Through static incidence analysis the study will 

the targeting performance of the subsidy, hence its effectiveness in income redistribution 
and poverty reduction . Static incidence analysis provides the baseline upon which to 
evaluate simulated subsidy reforms. The approach developed by Komives et al. (2005), 
Angel-Urdinola and Wodon (2005) will be used in conducting incidence analysis.

In order to identify the households who receive a subsidy and those that do not receive 
it, as well as to measure the level of subsidy received, the following steps are followed:

a.
deducted from electricity expenditure to get actual electricity consumed and 
avoid over-estimation of electricity consumption. A simplifying assumption 
is made that all households did not have debts that they were paying for in
their current bills so as to avoid over-estimation of current consumption.4
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avoid over-estimation of electricity consumption. A simplifying assumption 
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b. To calculate the quantity of electricity consumed by each household, the
tariff schedule that existed during the time of the reported expenditure
by the household is applied to the expenditure obtained from step (a).
Residential electricity pricing in Zimbabwe is based on the IBT scheme,
therefore when household  total expenditure on electricity falls within

c. 

However, if household  total electricity expenditure falls in any other consumption 

be obtained by deducting the maximum possible expenditure in the previous 
consumption block  from the households total electricity expenditure  and dividing 
the outcome by the tariff  which is applicable to the consumption block that the 
household belongs. Then add all the maximum quantities of the consumption blocks 
, , which precede the consumption block  where the household’s total consumption 
belongs. The formula is as follows:

d. 

The same reasoning behind the formula is applied in any other tariff schedule 
such as VDT. As an example, consider an IBT schedule with three blocks and a 
household  who spends US$40 on electricity per month as depicted in Table 1 below.

Table 1: Example tariff structure

1 0-50 50 0.10 5

2 51-200 200 0.16 24

3 201 and more >200 0.20 >24

e. Clearly, the household’s expenditure is greater than US$24 and therefore
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its consumption block should be  where it consumes more than 200kWh. 
Therefore the household’s total quantity consumed for the month given an 
expenditure of US$40 will be calculated as follows:

f. [(US$40-US$24)/US$0.20] kWh + 200kWh + 50kWh = 330kWh
The unit average price of electricity faced by each household is obtained
by dividing electricity expenditure obtained in step (a) by the quantity of
electricity consumed obtained in step (c).

g. The average cost of generating, transmitting and distributing electricity to

the cost of supply study commissioned by Zimbabwe Electricity Regulatory
Authority (ZERA).

h.
by subtracting from the average cost of generating, transmitting and
distributing electricity obtained from step (d) the unit price of electricity
paid by the household obtained in step (c) and multiplying that by the total
quantity of electricity consumed obtained from step (a). This approach of

in understanding how subsidies affect the use of public funds and the

the cost to the government or the utility of providing the subsidy (Komives
et al., 2005).

i. If the subsidy obtained from step (e) is positive, then that particular
household received a subsidy and if on the other hand it is negative then that
particular household did not receive a subsidy but rather cross-subsidized
other households.

obtained from 2017 PICES data was used to distinguish the poor from non-poor using 

In order to inform policy reforms, there is need to go beyond merely indicating how the 
subsidy performed in targeting the poor, to analysing the drivers of performance of the 
subsidy. The three dimensions of subsidy targeting performance described above do not 
show the drivers of the performance of the subsidy. Therefore, the study followed the 

ϭϭϲ



its consumption block should be where it consumes more than 200kWh. 
Therefore the household’s total quantity consumed for the month given an 
expenditure of US$40 will be calculated as follows:

f. [(US$40-US$24)/US$0.20] kWh + 200kWh + 50kWh = 330kWh
The unit average price of electricity faced by each household is obtained
by dividing electricity expenditure obtained in step (a) by the quantity of
electricity consumed obtained in step (c).

g. The average cost of generating, transmitting and distributing electricity to

the cost of supply study commissioned by Zimbabwe Electricity Regulatory
Authority (ZERA).

h.
by subtracting from the average cost of generating, transmitting and
distributing electricity obtained from step (d) the unit price of electricity
paid by the household obtained in step (c) and multiplying that by the total
quantity of electricity consumed obtained from step (a). This approach of

in understanding how subsidies affect the use of public funds and the

the cost to the government or the utility of providing the subsidy (Komives
et al., 2005).

i. If the subsidy obtained from step (e) is positive, then that particular
household received a subsidy and if on the other hand it is negative then that 
particular household did not receive a subsidy but rather cross-subsidized
other households.

obtained from 2017 PICES data was used to distinguish the poor from non-poor using 

In order to inform policy reforms, there is need to go beyond merely indicating how the
subsidy performed in targeting the poor, to analysing the drivers of performance of the
subsidy. The three dimensions of subsidy targeting performance described above do not 
show the drivers of the performance of the subsidy. Therefore, the study followed the

 –

approach by Angel-Urdinola and Wodon (2005) to decompose the  incidence into 
access and subsidy design factors that  the overall performance of the subsidy. 
This will inform the policy makers about the potential areas of reform in the short- and 
long-term to enhance subsidy impact on poverty reduction. The approach decomposes 

 incidence into ive factors: (i) access to the grid (i.e. the grid is in the neighbourhood 
of the household), (ii) uptake or rate of connections to the grid by households that have 
access to the grid, (iii) targeting, (iv) rate of subsidization, and (v) quantity consumed. 
Factors (i) and (ii) are access factor while factors (iii) to (v) are subsidy design factors. 
Mathematically follows:

(3)

where   is the ratio of the share of poor households that have potential access 
to electricity to the share of all households with potential access to electricity;            is the 
ratio of the uptake rate among the poor to the uptake rate among all the household (i.e. 
the ratio of the shares of poor to all households that actually use electricity because the 
decide to connect to the grid);                           is the ratio of the actual connection rate among the poor to 

the actual connection rate among all households (i.e. the ratio of the share of poor 
households that are  connected and use electricity to the share of all households that are 
connected and use electricity);           is the ratio of the share of poor households with access 
and connection who are targeted and actually receive a subsidy to the share of all 
households with access and connection who are targeted and actually receive a subsidy;  

is the ratio of the average rate of subsidization for the poor to the average rate of 
subsidization of all households; and      is the ratio of average quantity of electricity 
consumed by the poor subsidy recipients to the average quantity of electricity 
consumed by all households who are subsidy recipients. The framework for 
decomposition of the subsidy performance is shown in Figure 2.
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Source: Komives et al. (2005)

The simulation of electricity subsidy reforms in the study is based on the standard 
economic consumer’s choice model suggested by Araar and Verme (2012). They show 
that electricity subsidy reform simulations can be done using less information such as 
a household budget survey showing household total expenditure/income, expenditure 
on electricity, a poverty line, own-price elasticity of electricity, and tariff schedules for 
electricity. The following scenarios were considered in the simulations :

not, however, focus on simulating the impact of changing access because as noted by 

and that it changes over time due to investments made in the grid expansion. In addition, 
the simulation of expanding the grid would require detailed information from a supply-
side survey which would enable the modelling of the investment behaviour of electricity 

subsidies as an alternative to consumption subsidies. Four scenarios that modify the 
subsidy design are considered (Table 2).

a.

ϭϭϵ



the second block is reduced from 51-300kWh to 51-190kWh. The 190kWh 
threshold is a conservative consumption level guided by the average 
monthly electricity consumption by the poor using lower bound poverty 
level, which the study set to accommodate all poverty levels.5 This will 
likely help to reduce errors of inclusion, although there are also chances of 
households revising their consumption due to price effects, which may even 

at US$0.124 per kWh, for consumption above the new threshold of 190kWh.
b.

by introducing a limit of 300kWh on the third block and adding a forth
block with consumption of 301kWh and more. Furthermore, a volume
differentiated tariff (VDT), pegged at US$0.1600 per kWh is introduced
for consumption above 300 kWh. The intuition for this simulation is that
the current IBT scheme subsidizes all levels of consumption, thus lacking
a threshold beyond which a punitive tariff is effected to discourage

consumption above 300 kWh a household has to pay a tariff of US$0.1600/

is expected to generate some cross subsidies to the extent that households
consume way more than the 300 kWh threshold.

c. The third scenario considers a shift from IBT schedule to VDT schedule
which gives a subsidy on consumption up to 190 kWh at a price of
US$0.062/kWh. For consumption which is above 190 kWh, that is, beyond
the conservative upper bound average household electricity consumption

is effected.
d.

2020 wherein ZEDTC introduced a six-consumption-block tariff schedule
and changed the marginal prices of the consumption blocks as shown in
Table 9. It is expected that increasing the number of blocks reduces consumer 
surplus and hence increases the revenue accruing to the electricity utility

is that all the consumption remains subsidized regardless of the income
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4. DISCUSSION OF RESEARCH FINDINGS

In Zimbabwe, the IBT schedule is used in the pricing of household electricity and 
delivering of the subsidy to households. Alternative subsidy targeting methods such as 
means-testing, or geographic targeting have never been used. Table 3 shows evolution of 
IBT schedules for 2011-2020. The tariffs for Zimbabwe were almost stagnant from 2013 

6.  

Meter

1-50kWh 0.02 0.02 0.41 0.49

51-200kWh 0.02 0.02 0.91 1.08

51-300kWh 0.11 0.11 3.87 4.61

0.15 0.15 3.87 4.61

Prepaid Meter

1-50kWh 0.01 0.02 0.41 0.49
51-200kWh 0.91

51-300kWh 0.06 0.11 - 1.08

0.15 0.15 3.87 4.61

charged a tariff of US$0.02/kWh to ensure that the vulnerable and poor households can 
afford to purchase electricity. The second block of consumption has 51-300 kWh, but this 
block was revised to 51-200 kWh in October 2019 in an effort to reduce subsidies as 
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envisaged in the tariff determination code. This block was charged a tariff of US$0.11/kWh 

In June 2020, Government announced a new tariff schedule with four blocks (Table 
4). The new tariff schedule introduced a new block of 201-300kWh with a relatively 
lower tariff rate compared to the then existing tariff for consumption to that level, whilst 
maintaining tariff levels for the next band as before. 

Table 4: The Current IBT Tariff Schedule-June 2020

Meter

<50kWh
0.49 
(0.0196) 15%

51-200kWh
1.08 
(0.0432) 36%

201-300kWh
2.94 
(0.1176) 8%

301+
4.61 
(0.1844)** -17%

of 49% for the block. 

The new IBT schedule has some important implications for poverty. Holding other 
things constant and assuming a cost of supply of US$0.124/kWh, this tariff schedule 
implies a quantity weighted cumulative subsidy depth for the four consumption blocks 
of  42%7 below the cost of supply which compares with 44% of the three consumption 
blocks applied in 2017. The fourth block of the new tariff schedule, however, has a subsidy 

8.  

tariff schedule remains similar to the old schedule, which is biased toward increased 

higher consumers of electricity, often the non-poor. It also implies that the subsidy 
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compared to the poor. In addition, the new tariff schedule lacks an effective threshold 
beyond subsidized consumption level. Thus, even if households increases consumption, 
say to beyond 1000kWh, they will still receive a subsidy for the subsided portion, with 
no tariff penalties for over consumption regardless of whether or not such consumption 

the price overshoots the cost of supply of electricity. That thresholds should exempt most 
of the poor and ensure that the non-poor who can afford are subsidising the poor. 

The targeting performance of the subsidy scheme embedded in 

the electricity subsidy in Zimbabwe is regressive (Figure 3). This means that the poor 
households are getting only 23% of what they would have received under a universal 
targeting programme that distributes subsidies equally across all households. Implicitly, 
the poor households are receiving a share of the subsidy that is lower than the share of the 

approach that distributes electricity subsidies equally across all households would have 
been better than the self-targeting mechanism that is used by the IBT scheme.

The challenge with the IBT schedule is that its targeting performance is predicated 
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pro-poorness of the subsidy. In addition, subsidizing a large part of consumption limits 

households cross subsidize the poor household without needing the government to make 

The IBT scheme does not explicitly differentiate between the poor and non-poor, and 
with most of the consumption subsidized (78% of the kWh consumed pay less than 

10 The share of 
subsidised kWh for the poor was only 8% of the total number of subsidised kWh. This 
was by far less than the 92% share of subsidised kWh for the non-poor. Furthermore, 
the target performance based on consumption level assumed in the IBT schedule does 
not factor low usage by the non-poor due to limited supply/availability of electricity 
and use of alternative sources of energy by the non-poor. Given supply side constraints 
in Zimbabwe, consumption of electricity could also be limited by supply of electricity. 
The non-poor are able to afford alternative sources of energy while consuming within 
subsidized range when tariffs go up. The poor would exhaust their income on alternative 
sources in the absence of electricity and are, therefore, crowded out by the non-poor who
have resources to afford electricity and alternative sources. 

10 The new tariff schedule, with four blocks attempted to address the perpetual subsidy for all 
consumption levels by having a tariff that was above cost of supply tariff at the time (assuming the 
then exchange rate of USD1:ZWL$25). The tariff immediately went below cost of supply (to the 
moment the RBZ introduced a auction system on foreign exchange with rates 
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and 32% for the whole population. It means the chance or probability that the poor will 
����ϐ��� ����� ���� ������������ ������������������ �������� ����ʹͲͳ� ���� ������� ���ͺΨǤ�
������������ϐ������������������������������������������������������������������������
are not consuming electricity because they either do not have access or they have access 
but not connected or they have access, are connected but did not consume electricity for 
other reasons. 
��������������������������������: The error of exclusion in the subsidy scheme is very 

high at 92%. Thus, the subsidy is to a greater extent not helping much to reduce poverty 
since the bulk of the poor are not included by the current subsidy scheme. This is mainly 
attributed to household access-to-electricity factors explained in the decomposition of 
subsidy targeting performance into access and design features of the subsidy (see the 
next section).

The error of inclusion is estimated at 89%, suggesting that almost nine in ten non-
��������������������ϐ��� ����� ���� �������Ǥ� ��� ���������� ���������� ��� �������Ǧ���������
could actually afford non-subsidized electricity, it means that the subsidy could actually 
���������� ����ϐ������� ������������ ��� ������������ ������ ���� ����������� ���Ǧ����ǡ�
resulting in the crowding out of the poor. A high error of inclusion implies that the subsidy 
is increasing inequality among households instead of reducing it. In this case, the 8% of 
the poor are included in the subsidy against 89% of the non-poor, hence explaining the 
low targeting performance and regressive nature of the subsidy scheme.
���� ������ ��� ���������� ��� ��������������� ������ ������ ��� �������ϐ�������� ��� ���������

������ ��� ������� �������� ������ ������ ȋ��������� ���������� ������� ������ǡ� ʹͲʹͲȌǡ� ����
therefore majority of the population, mostly rural poor populace, is without access to 
�������������������������������������������������������������ϐ��Ǥ�

Access to electricity subsidies enhances quality of life and enables generation of 
income through other subsistence productive activities. High errors of inclusion suggest 
����� ����������������������������������� ϐ������������������������ �������������� ���� ����
non-poor and redeploy the resulting savings into poverty reducing expenditures. Given 
the monthly subsidy of US$6,312,411 to the non-poor, the government would save up to 
US$67,838,367 by reducing the errors of inclusion.

This amount was equivalent to 18% of the 2017 national budget allocation to the 
Ministry of Health and Child Care, 8% of the allocation to the Ministry of Primary and 
Secondary Education, 25% of the allocation to the Ministry of Higher and Tertiary 
Education, and 9% of the total sales revenue for ZETDC. For ZETDC the savings from 
reducing errors of inclusion could be used to expand the grid to increase accessibility 
�����������ǡ��������������ϐ������������������������������������ǡ������������������������������
price and hence burden of subsidies whilst increasing affordability.
����������������������: The materiality of the subsidy was estimated at 3% of the 
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average poor household’s total income.11 However, with this measure of materiality of 
��� ����������� ������ϐ���������������ǡ������������������� �����������ǡ����������ϐ����������
�������Ǥ���������������������������������� ��ϐ���������������������������������������������
��������������������������������������������������������������������� ����ϐ����������
the subsidy. The greater the price gap, the greater the depth of the subsidy and the extent 
to which the subsidy enhances affordability for the poor. It also shows the extent to which 
the subsidy creates savings on electricity expenditure for the poor, which savings can be 
used to increase expenditure on other items. 
��� �������������������������������������������������������ϐ���������������������������

of electricity (ECRP). The study estimated the unit subsidy for the poor at US$0.0434 per 
��������������������������������͵ͷΨ������� ��ϐ��������������������������Ǥ�����ǡ���� ��������
was generous as the poor households saved more than a third of their expenditure per 
unit of electricity they consumed. 

The depth of the subsidy can also be captured by the average subsidy for the poor
expressed as a percentage of the poor households’ average electricity expenditure (AEX). 
This shows how much of the poor households’ expenditure on electricity is reduced as a 
result of the subsidy. This indicator is estimated at 54%, showing that the subsidy is very 
generous as the average expenditure on electricity for the poor is reduced by more than 
half of what they would have paid without a subsidy. 

These indicators show that for the poor who are using electricity, the current subsidy 
��������ϐ������������������������������������������������������������ ��������������������
expenditures. However, the challenge is that low access and high errors of exclusion 
��� ���� ����ǡ� �������� ���� ������ �������� ����ϐ���� ����� �����ǡ� ���������� �������� ����ϐ����
�������������������Ǧ����Ǥ�����ǡ�������������ϐ���������������������������ǡ��������������
���� ����������ǡ� �������� ������ ��� �����ϐ�������� ��������� ������������������ �����ϐ��������
affecting the poor.

4.2 deCompoSiTion of eLeCTRiCiTy SuBSidy peRfoRmAnCe

Using the values in Table 5 the determinants of subsidy targeting performance were 
computed with comparative analysis between the poor and total households (Table 6). 
The poor have a lower share in most determinants of subsidy performance, indicative of 
poor performance of subsidies towards poverty alleviation among the poor. For example

11  The material value of the subsidy as a percentage of income is calculated using 
the formula <31�5�21�5�$>�:1�5�XIFSF�UIF�WBSJBCMFT�BSF�BT�EFGJOFE�JO 5BCMF���
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and 32% for the whole population. It means the chance or probability that the poor will 
����ϐ��� ����� ���� ������������ ������������������ �������� ��� ʹͲͳ� ���� ������� ���ͺΨǤ�
��� ��������ϐ������������������������������������ ����������������������������������
are not consuming electricity because they either do not have access or they have access 
but not connected or they have access, are connected but did not consume electricity for
other reasons. 
��������������������������������: The error of exclusion in the subsidy scheme is very 

high at 92%. Thus, the subsidy is to a greater extent not helping much to reduce poverty 
since the bulk of the poor are not included by the current subsidy scheme. This is mainly 
attributed to household access-to-electricity factors explained in the decomposition of 
subsidy targeting performance into access and design features of the subsidy (see the 
next section).

The error of inclusion is estimated at 89%, suggesting that almost nine in ten non-
��������������������ϐ��� ����� ���� �������Ǥ� ��� ���������� ���������� ��� ��� ���Ǧ���������
could actually afford non-subsidized electricity, it means that the subsidy could actually 
���������� ����ϐ������� ������������ ��� ������������ ������ ���� ����������� ���Ǧ����ǡ�
resulting in the crowding out of the poor. A high error of inclusion implies that the subsidy 
is increasing inequality among households instead of reducing it. In this case, the 8% of 
the poor are included in the subsidy against 89% of the non-poor, hence explaining the 
low targeting performance and regressive nature of the subsidy scheme.
��� ������ ��� ���������� ��� ��������������� ������ ������ ��� �������ϐ�������� ��� ���������

������ ��� ������� �������� ������ ������ ȋ�������� ���������� ������� ������ǡ� ʹͲʹͲȌǡ� ����
therefore majority of the population, mostly rural poor populace, is without access to 
�������������������������������������������������������������ϐ��Ǥ�

Access to electricity subsidies enhances quality of life and enables generation of 
income through other subsistence productive activities. High errors of inclusion suggest 
����� ��� ������������������������������� ϐ����� ������������������ ��� ���������� ���� ���
non-poor and redeploy the resulting savings into poverty reducing expenditures. Given 
the monthly subsidy of US$6,312,411 to the non-poor, the government would save up to 
US$67,838,367 by reducing the errors of inclusion.

This amount was equivalent to 18% of the 2017 national budget allocation to the 
Ministry of Health and Child Care, 8% of the allocation to the Ministry of Primary and 
Secondary Education, 25% of the allocation to the Ministry of Higher and Tertiary 
Education, and 9% of the total sales revenue for ZETDC. For ZETDC the savings from 
reducing errors of inclusion could be used to expand the grid to increase accessibility 
�����������ǡ��� ����������ϐ�������������� ���������������������ǡ������������������������������
price and hence burden of subsidies whilst increasing affordability.
����������������������: The materiality of the subsidy was estimated at 3% of the
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average poor household’s total income.11 However, with this measure of materiality of 
��������������� ������ϐ���������������ǡ�������������������� �����������ǡ����������ϐ�����������
�������Ǥ�������������������������������������ϐ����������������������������������������������
��������������������������������������������������������������������������ϐ����������
the subsidy. The greater the price gap, the greater the depth of the subsidy and the extent 
to which the subsidy enhances affordability for the poor. It also shows the extent to which 
the subsidy creates savings on electricity expenditure for the poor, which savings can be 
used to increase expenditure on other items. 
�����������������������������������������������������������ϐ���������������������������

of electricity (ECRP). The study estimated the unit subsidy for the poor at US$0.0434 per 
��������������������������������͵ͷΨ����������ϐ��������������������������Ǥ�����ǡ�������������
was generous as the poor households saved more than a third of their expenditure per 
unit of electricity they consumed. 

The depth of the subsidy can also be captured by the average subsidy for the poor 
expressed as a percentage of the poor households’ average electricity expenditure (AEX). 
This shows how much of the poor households’ expenditure on electricity is reduced as a 
result of the subsidy. This indicator is estimated at 54%, showing that the subsidy is very 
generous as the average expenditure on electricity for the poor is reduced by more than 
half of what they would have paid without a subsidy. 

These indicators show that for the poor who are using electricity, the current subsidy 
��������ϐ����������������������������������������������������������������������������������
expenditures. However, the challenge is that low access and high errors of exclusion 
��� ���� ����ǡ� �������� ���� ������ �������� ����ϐ���� ����� �����ǡ� ���������� �������� ����ϐ����
�������������������Ǧ����Ǥ�����ǡ�������������ϐ���������������������������ǡ��������������
���� ����������ǡ� �������� ������ ���� �����ϐ�������� ��������� ������������������ �����ϐ��������
affecting the poor. 

ϰ͘ϯ� �ĞĐŽŵƉŽƐŝƚŝŽŶ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�ƐƵďƐŝĚǇ�ƉĞƌĨŽƌŵĂŶĐĞ�

Using the values in Table 5 the determinants of subsidy targeting performance were 
computed with comparative analysis between the poor and total households (Table 6). 
The poor have a lower share in most determinants of subsidy performance, indicative of 
poor performance of subsidies towards poverty alleviation among the poor. For example

11  The material value of the subsidy as a percentage of income is calculated using 
the formula <31�5�21�5�$>�:1�5�XIFSF�UIF�WBSJBCMFT�BSF�BT�EFGJOFE�JO 5BCMF���
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and 32% for the whole population. It means the chance or probability that the poor will 
����ϐ��� ����� ���� ������������ ������������������ �������� ��� ʹͲͳ� ���� ������� ���ͺΨǤ�
��� ��������ϐ������������������������������������ ����������������������������������
are not consuming electricity because they either do not have access or they have access 
but not connected or they have access, are connected but did not consume electricity for
other reasons. 
��������������������������������: The error of exclusion in the subsidy scheme is very 

high at 92%. Thus, the subsidy is to a greater extent not helping much to reduce poverty 
since the bulk of the poor are not included by the current subsidy scheme. This is mainly 
attributed to household access-to-electricity factors explained in the decomposition of 
subsidy targeting performance into access and design features of the subsidy (see the 
next section).

The error of inclusion is estimated at 89%, suggesting that almost nine in ten non-
��������������������ϐ��� ����� ���� �������Ǥ� ��� ���������� ���������� ��� ��� ���Ǧ���������
could actually afford non-subsidized electricity, it means that the subsidy could actually 
���������� ����ϐ������� ������������ ��� ������������ ������ ���� ����������� ���Ǧ����ǡ�
resulting in the crowding out of the poor. A high error of inclusion implies that the subsidy 
is increasing inequality among households instead of reducing it. In this case, the 8% of 
the poor are included in the subsidy against 89% of the non-poor, hence explaining the 
low targeting performance and regressive nature of the subsidy scheme.
��� ������ ��� ���������� ��� ��������������� ������ ������ ��� �������ϐ�������� ��� ���������

������ ��� ������� �������� ������ ������ ȋ�������� ���������� ������� ������ǡ� ʹͲʹͲȌǡ� ����
therefore majority of the population, mostly rural poor populace, is without access to 
�������������������������������������������������������������ϐ��Ǥ�

Access to electricity subsidies enhances quality of life and enables generation of 
income through other subsistence productive activities. High errors of inclusion suggest 
����� ��� ������������������������������� ϐ����� ������������������ ��� ���������� ���� ���
non-poor and redeploy the resulting savings into poverty reducing expenditures. Given 
the monthly subsidy of US$6,312,411 to the non-poor, the government would save up to 
US$67,838,367 by reducing the errors of inclusion.

This amount was equivalent to 18% of the 2017 national budget allocation to the 
Ministry of Health and Child Care, 8% of the allocation to the Ministry of Primary and 
Secondary Education, 25% of the allocation to the Ministry of Higher and Tertiary 
Education, and 9% of the total sales revenue for ZETDC. For ZETDC the savings from 
reducing errors of inclusion could be used to expand the grid to increase accessibility 
�����������ǡ��� ����������ϐ�������������� ���������������������ǡ������������������������������
price and hence burden of subsidies whilst increasing affordability.
����������������������: The materiality of the subsidy was estimated at 3% of the
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average poor household’s total income.11 However, with this measure of materiality of 
��� ����������� ������ϐ���������������ǡ������������������� �����������ǡ����������ϐ����������
�������Ǥ���������������������������������� ��ϐ���������������������������������������������
��������������������������������������������������������������������� ����ϐ����������
the subsidy. The greater the price gap, the greater the depth of the subsidy and the extent 
to which the subsidy enhances affordability for the poor. It also shows the extent to which 
the subsidy creates savings on electricity expenditure for the poor, which savings can be 
used to increase expenditure on other items. 
��� �������������������������������������������������������ϐ���������������������������

of electricity (ECRP). The study estimated the unit subsidy for the poor at US$0.0434 per 
��������������������������������͵ͷΨ������� ��ϐ��������������������������Ǥ�����ǡ���� ��������
was generous as the poor households saved more than a third of their expenditure per 
unit of electricity they consumed. 

The depth of the subsidy can also be captured by the average subsidy for the poor
expressed as a percentage of the poor households’ average electricity expenditure (AEX). 
This shows how much of the poor households’ expenditure on electricity is reduced as a 
result of the subsidy. This indicator is estimated at 54%, showing that the subsidy is very 
generous as the average expenditure on electricity for the poor is reduced by more than 
half of what they would have paid without a subsidy. 

These indicators show that for the poor who are using electricity, the current subsidy 
��������ϐ������������������������������������������������������������ ��������������������
expenditures. However, the challenge is that low access and high errors of exclusion 
��� ���� ����ǡ� �������� ���� ������ �������� ����ϐ���� ����� �����ǡ� ���������� �������� ����ϐ����
�������������������Ǧ����Ǥ�����ǡ�������������ϐ���������������������������ǡ��������������
���� ����������ǡ� �������� ������ ��� �����ϐ�������� ��������� ������������������ �����ϐ��������
affecting the poor.

4.2 deCompoSiTion of eLeCTRiCiTy SuBSidy peRfoRmAnCe

Using the values in Table 5 the determinants of subsidy targeting performance were 
computed with comparative analysis between the poor and total households (Table 6). 
The poor have a lower share in most determinants of subsidy performance, indicative of 
poor performance of subsidies towards poverty alleviation among the poor. For example

11  The material value of the subsidy as a percentage of income is calculated using 
the formula <31�5�21�5�$>�:1�5�XIFSF�UIF�WBSJBCMFT�BSF�BT�EFGJOFE�JO 5BCMF���
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, 7DEOH����'HVFULSWLRQ�DQG�YDOXHV�RI�WKH�FRPSRQHQWV�RI�WKH�EHQH¿W�LQFLGHQFH�LQGLFDWRU
^ǇŵďŽů �ĞƐĐƌŝƉƚŝŽ sĂůƵĞ

ȳ �ĞŶĞĮƚ�ŝŶĐŝĚĞŶĐĞ 0.234

SH/H �ǀĞƌĂŐĞ�ƐƵďƐŝĚǇ�ďĞŶĞĮƚ�ŝŶ�ƚŚĞ�ĞŶƟƌĞ�ƉŽƉƵůĂƟŽŶ 2.164

SP/P �ǀĞƌĂŐĞ�ƐƵďƐŝĚǇ�ďĞŶĞĮƚ�ĂŵŽŶŐ�ƚŚĞ�ƉŽŽƌ�;h^ΨͿ 0.507

C �ǀĞƌĂŐĞ�ĐŽƐƚͲƌĞĐŽǀĞƌǇ�ƉƌŝĐĞ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�;h^ΨͿ 0.12

BH
WƌŽďĂďŝůŝƚǇ�ŽĨ�ƌĞĐĞŝǀŝŶŐ�Ă�ƐƵďƐŝĚǇ�ŝŶ�ƚŚĞ�ǁŚŽůĞ�
ƉŽƉƵůĂƟŽŶ�;ŝ͘Ğ͘�ďĞŶĞĮĐŝĂƌǇ�ŝŶĐŝĚĞŶĐĞͿ 0.31

BP
WƌŽďĂďŝůŝƚǇ�ŽĨ�ƌĞĐĞŝǀŝŶŐ�Ă�ƐƵďƐŝĚǇ�ĂŵŽŶŐ�ƚŚĞ�ƉŽŽƌ�
;ŝ͘Ğ͘�ďĞŶĞĮĐŝĂƌǇ�ŝŶĐŝĚĞŶĐĞͿ 0.08

AH
^ŚĂƌĞ�ŽĨ�ŚŽƵƐĞŚŽůĚƐ�ǁŝƚŚ�ĂĐĐĞƐƐ�ŝŶ�ƚŽƚĂů�ŚŽƵƐĞŚŽůĚ�
ƉŽƉƵůĂƟŽŶ 0.74

AP
^ŚĂƌĞ�ŽĨ�ƚŚĞ�ƉŽŽƌ�ŚŽƵƐĞŚŽůĚƐ�ǁŝƚŚ�ĂĐĐĞƐƐ�ŝŶ�ƚŽƚĂů�
ƉŽŽƌ�ŚŽƵƐĞŚŽůĚƐ 0.66

UH/A
^ŚĂƌĞ�ŽĨ�ŚŽƵƐĞŚŽůĚƐ�ƵƐŝŶŐͬƵƉͲƚĂŬŝŶŐ�ĞůĞĐƚƌŝĐŝƚǇ�
ĂŵŽŶŐ�ƚŚŽƐĞ�ǁŝƚŚ�ĂĐĐĞƐƐ 0.43

UP/A
^ŚĂƌĞ�ŽĨ�ƉŽŽƌ�ŚŽƵƐĞŚŽůĚƐ�ƵƐŝŶŐ�ĞůĞĐƚƌŝĐŝƚǇ�ĂŵŽŶŐ�
ƚŚĞ�ƉŽŽƌ�ǁŝƚŚ�ĂĐĐĞƐƐ 0.12

TH/U
^ŚĂƌĞ�ŽĨ�ŚŽƵƐĞŚŽůĚƐ�ƐƵďƐŝĚŝǌĞĚ�ĂŵŽŶŐ�ƚŚŽƐĞ�ǁŝƚŚ�
ĂĐĐĞƐƐ͕�ĐŽŶŶĞĐƟŽŶ�ĂŶĚ�ƚĂƌŐĞƚĞĚ 0.98

TP/U
^ŚĂƌĞ�ŽĨ�ƉŽŽƌ�ƐƵďƐŝĚŝǌĞĚ�ĂŵŽŶŐ�ƚŚĞ�ƉŽŽƌ�ǁŝƚŚ�
ĂĐĐĞƐƐ͕�ĐŽŶŶĞĐƟŽŶ�ĂŶĚ�ƚĂƌŐĞƚĞĚ 1.00

RP/T
ZĂƚĞ�ŽĨ�ƐƵďƐŝĚŝǌĂƟŽŶ�ĨŽƌ�ƚŚĞ�ƐƵďƐŝĚŝǌĞĚ�ƉŽŽƌ 0.35

RH/T
ZĂƚĞ�ŽĨ�ƐƵďƐŝĚŝǌĂƟŽŶ�ĨŽƌ�ƚŚĞ�ƐƵďƐŝĚŝǌĞĚ�ƉŽƉƵůĂƟŽŶ 0.26

QP/T
�ǀĞƌĂŐĞ�ƋƵĂŶƟƚǇ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�ĐŽŶƐƵŵĞĚ�ďǇ�ƚŚĞ�
poor 149.87

QH/T
�ǀĞƌĂŐĞ�ƋƵĂŶƟƚǇ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�ĐŽŶƐƵŵĞĚ�ďǇ�ƚŚĞ�
ŚŽƵƐĞŚŽůĚƐ�ƵƐŝŶŐ�ĞůĞĐƚƌŝĐŝƚǇ 214.03

EH/T
�ǀĞƌĂŐĞ�ĞǆƉĞŶĚŝƚƵƌĞ�ŽŶ�ĞůĞĐƚƌŝĐŝƚǇ�ŝŶ�ƚŚĞ�
ƉŽƉƵůĂƟŽŶ�ƵƐŝŶŐ�ĞůĞĐƚƌŝĐŝƚǇ 19.66

EP/T
�ǀĞƌĂŐĞ�ĞǆƉĞŶĚŝƚƵƌĞ�ŽŶ�ĞůĞĐƚƌŝĐŝƚǇ�ĂŵŽŶŐ�ƚŚĞ�ƉŽŽƌ 12.09

AH * UH/A
�ĐƚƵĂů�ĐŽŶŶĞĐƟŽŶ�ƌĂƚĞ�ƚŽ�ƚŚĞ�ĞůĞĐƚƌŝĐŝƚǇ�ŐƌŝĚ�ĨŽƌ�Ăůů�
ŚŽƵƐĞŚŽůĚƐ 0.32

Ap * UP/A
�ĐƚƵĂů�ĐŽŶŶĞĐƟŽŶ�ƌĂƚĞ�ƚŽ�ƚŚĞ�ĞůĞĐƚƌŝĐŝƚǇ�ŐƌŝĚ�ĨŽƌ�ƚŚĞ�
poor 0.08

Source: Authors’ computations from the PICES household survey data sets, 2017

the poor have a lower expenditure rate, quantity consumed, share of access, connections 
and receipt of subsidy compared to the entire population. The rate of subsidisation, 
among the poor with access, however, remains higher than the average for the country. 
This is partly because the poor consume relatively less electricity and therefore enjoy the 
deeper discounts at lower levels of consumption. As consumption increases, the subsidy 
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depth reduces, resulting in lower rate of subsidisation associated with the non-poor who
consume relatively more. 

Table 6: Decomposition of Determinants of Subsidy Performance

ƐŚĂƌĞ�ŽĨ
ŚŽƵƐĞŚŽůĚƐ
ǁŝƚŚ�ĂĐĐĞƐƐ
;�Ϳ

ƐŚĂƌĞ�ŽĨ
ŚŽƵƐĞŚŽůĚƐ
ǁŝƚŚ�ƵƉƚĂŬĞ
Žƌ�ƵƐĂŐĞ
;hͿ

ƐŚĂƌĞ�ŽĨ
ŚŽƵƐĞŚŽůĚƐ
ƐƵďƐŝĚŝǌĞĚ
;dͿ

ƌĂƚĞ�ŽĨ
ƐƵďƐŝĚŝǌĂƚŝŽ
;ZͿ

ĂǀĞƌĂŐĞ
ƋƵĂŶƚŝƚ
ĐŽŶƐƵŵĞĚ
�ŬtŚͬŵŽŶƚŚ
;YͿ

poor
ŚŽƵƐĞŚŽůĚƐ 0.66 0.12 1.00 0.35 149.87
Ăůů�ŚŽƵƐĞŚŽůĚƐ 0.74 0.43 0.98 0.26 214.03
ƌĂƟŽ�;ƉŽŽƌ
ƚŽ�ĂůůͿ 0.90 0.27 1.02 1.35 0.70
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The relative comparative ratios between the share of the poor and all households then 
gives decomposition of drivers of subsidy targeting performance (Figure 4). The key 
���������� �����������������������������������������������ϐ��������������������������ʹ͵Ψǡ�
computed from the given data, is low uptake or usage of electricity. 

Figure 4: Determinants/drivers of subsidy targeting performance

Source: Authors’ calculations from PICES 2017 data sets

While access for the poor households is almost at par with that of all households, 
their uptake rate of electricity is relatively lower compared to that of the non-poor. This 
suggests that the gap between access and usage of electricity is mainly underpinned by 
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low actual connections to the grid among the poor.12 As noted in Table 5, the access rate 
for the poor (66%) is relatively closer to that of all the households (74%). However, the 
usage rate is very low for the poor at 12% compared to 43% for all the households13for 
those with access. Thus, the actual connection rate to the grid for the poor is very low at 
8% (i.e. A*U=66%*12%) compared to 24% for all the households with access. As a result, 
the targeting performance of the subsidy is very low (about 23%) mainly because of lower 
usage of electricity which is mainly driven by lower rate of connections among the poor. 
This implies that in order to improve the subsidy targeting performance to the advantage 
of the poor, priority has to be given in addressing connections to the grid by the poor. A 
�����ϐ�����������������������������������������������������ȋͷͺΨȌ���������������������������
excluded from the electricity consumption subsidy, making the subsidy very regressive. 
By simply helping the poor households to connect, the targeting performance of the 
consumption subsidy will improve. Thus, intervention measures by government should 
be towards facilitating connections to the grid by the poor households while reviewing 
��������������������������������������������ϐ���������������Ǥ

The second factor that is mainly driving the poor targeting performance of the 
�������� ��������������� ������������ ��������Ǥ������������� ��������������ϐ��� ����������
������������������������������Ǥ��������������������� ���������������������ϐ��Ǥ�����ǡ�
all the households without access or connection or usage of electricity are excluded from 
���� ������������ϐ��Ǥ���������������������������������������������� ������� ������ǡ� ���
����������ǡ��������������������������ͻʹΨ��������������������ϐ�����������������������������
�����������������������������������������������������������ϐ��Ǥ�����ǡ������������������
higher exclusion of the poor due to lack of access, connection and usage, a consumption 
subsidy is not a good policy instrument of trying to help the poor.

With consumption subsidies, the higher the level of consumption the more the subsidy 
������� �������� ��� ���� ����ϐ��� ��� ���� ��������� ȋ�Ǥ�Ǥ� ��� ������ ���� ��� ����������� ���� ����
amount subsidized and no over-pricing of the product for additional units consumed). 
In the case of the 2017 IBT schedule most of the electricity consumed (up to 300 kWh) 
���������������������������������������������������������������ϐ����������������������
consumption up to the 300 kWh threshold. On average the non-poor consume relatively 
more than the poor and this could partially be explained by relatively lower burden of 
electricity expenditure among the non-poor compared to the poor. 

Although the rate of subsidization is progressive, there is more room for improvement. 
���� ��������� ��� ���� ���� ��������� ������� ���������� ������� ������� �������� ����� ϐ������� ���
that the schedule subsidizes the non-poor at the same rate as poor households at lower 
levels of consumption. As consumption increases to the mid-tier block, consumption is 
��� ,W�PLJKW�DOVR�EH�LQGLFDWLYH�RI�WKH�EURDGQHVV�RI�WKH�GHILQLWLRQ RI�DFFHVV�XVHG�LQ�WKH�VXUYH\��ZKLFK�

VHHP�WR�EH�KLJKO\�LQFOXVLYH��DFFRPPRGDWLQJ�KRXVHKROGV�ZKR�DUH�LQ�WKH�YLFLQLW\�RI�WKH�QDWLRQDO�JULG�
DV�PHQWLRQHG�LQ�3DUW�,,�

��� 7KHVH�UDWLRV�PLJKW�KDYH�EHHQ�DIIHFWHG�E\�WKH�EURDGHU�GHILQLWLRQ�RI� FFHVV��
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still subsidized despite possibility that a relatively lower share of the poor might not 
be consuming in the block. However, additional consumption above 300 kWh is priced 
����� ����� ���� ����� ��������� �����Ǥ� ����� ������������ ������������ ���������� ����ϐ�������
��������������������������ǡ��������������Ǧϐ��������� ��� ������������������ǡ��������� ���
burden of subsidy on the government and promotes income redistribution between the 
poor and non-poor. The PICES Data shows that some households consume in excess of 
3700 kWh, a level which is beyond expected household consumption. Thus, charging a 
������������������ �������������ϐ�����������������������������������������ϐ�������������������
(for example commercial use of electric power meant for domestic). Geographical
targeting of subsidies should also be considered. 

Access to the grid, at a rate of 66%, among the poor against 74% of the entire population 
leading to an access ratio of 0.9, on paper fairly contributes in improvement of targeting 
performance of the subsidy. However, with access alone and without connection the poor
neither uptake nor use the electricity from the grid and, therefore, the errors of exclusion 
����� ���� ������������ �������� ���� �����ϐ���Ǥ� ����ǡ� ����� �������� ����������� ��������
high access to the grid by the poor, the consumption subsidies will tend to be regressive. 
Attention has to be paid to supply-side interventions that increase connection to the grid 
among the poor.
��� �������� ��� ���� �������������� ��� ���� ����ϐ��� ���������� ���������� ���������� �����

that the main factor undermining the performance of the subsidy targeting is low rate 
of electricity usage among the poor households relative to the total population, leading 
to higher rates of exclusion. A relatively large share of the poor with access need to be 
assisted in connecting to the grid in order to enhance targeting performance of the 
consumption subsidy. Thus, improving the rate of connections among the poor may 
increase the pro-poorness of the subsidy. This implies that the government may need 
to explore connection subsidies instead of consumption subsidies or even exploring a 
combination of both subsidies. Currently, the government is not subsidizing connections 
to the grid.

The results also show that subsidizing consumption is not a good priority when 
connection and usage rates of electricity by the poor are relatively lower, as this makes 
��� ��������������������������� ����ϐ����� �����������Ǥ��������ǡ�������������������������
��� ��� ������������ ������� ��ϐ��������� ���� ���������� �����������ǡ� ������������ ������
the poor needs to be encouraged through improving the subsidy design scheme. For
��������ǡ� ������ ���� ������������ ����ϐ������� ������������ ���� ��� ���������� ��� �������
above cost recovery price. The rate of subsidization and targeting mechanism have 
room for improvement, but they are relatively not the main drivers of poor subsidy 
targeting performance. The targeting mechanism embedded in the IBT scheme does 
not discriminate between the poor and non-poor and therefore tends to be neutral on 
������ϐ������������� ���������������������Ǥ��������������������������������������������
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low actual connections to the grid among the poor.12 As noted in Table 5, the access rate 
for the poor (66%) is relatively closer to that of all the households (74%). However, the
usage rate is very low for the poor at 12% compared to 43% for all the households13for 
those with access. Thus, the actual connection rate to the grid for the poor is very low at
8% (i.e. A*U=66%*12%) compared to 24% for all the households with access. As a result, 
the targeting performance of the subsidy is very low (about 23%) mainly because of lower
usage of electricity which is mainly driven by lower rate of connections among the poor. 
This implies that in order to improve the subsidy targeting performance to the advantage 
of the poor, priority has to be given in addressing connections to the grid by the poor. A 
�����ϐ������������������ ����������������������������������ȋͷͺΨȌ���������������������������
excluded from the electricity consumption subsidy, making the subsidy very regressive.
By simply helping the poor households to connect, the targeting performance of the
consumption subsidy will improve. Thus, intervention measures by government should 
be towards facilitating connections to the grid by the poor households while reviewing 
��������������������������������������������ϐ���������������Ǥ

The second factor that is mainly driving the poor targeting performance of the
�������� ��������������� ������������ ��������Ǥ������������� ��������������ϐ��� ����� ���
������������������������������Ǥ��������������������� ���������������������ϐ��Ǥ�����ǡ�
all the households without access or connection or usage of electricity are excluded from 
��� ������������ϐ��Ǥ���������������������������������������������� ������� ������ǡ� ��
����������ǡ������������������������� ͻʹΨ��������������������ϐ����������������������������
�����������������������������������������������������������ϐ��Ǥ�����ǡ������������������
higher exclusion of the poor due to lack of access, connection and usage, a consumption 
subsidy is not a good policy instrument of trying to help the poor.

With consumption subsidies, the higher the level of consumption the more the subsidy 
������� �������� ��� ���� ����ϐ��� ��� ��� ��������� ȋ�Ǥ�Ǥ� ��� ������ ���� ��� ����������� ���� ���
amount subsidized and no over-pricing of the product for additional units consumed). 
In the case of the 2017 IBT schedule most of the electricity consumed (up to 300 kWh) 
��������������������������������������� �����������������������ϐ���������������������
consumption up to the 300 kWh threshold. On average the non-poor consume relatively 
more than the poor and this could partially be explained by relatively lower burden of 
electricity expenditure among the non-poor compared to the poor. 

Although the rate of subsidization is progressive, there is more room for improvement. 
��� ��������� ��� ��� ���� ��������� ������� ���������� ������� ������� �������� ����� ϐ������� ���
that the schedule subsidizes the non-poor at the same rate as poor households at lower 
levels of consumption. As consumption increases to the mid-tier block, consumption is 
�� ,W�PLJKW�DOVR�EH�LQGLFDWLYH�RI�WKH�EURDGQHVV�RI�WKH�GHILQLWLRQ RI�DFFHVV�XVHG�LQ�WKH�VXUYH\��ZKLFK�

VHHP�WR�EH�KLJKO\�LQFOXVLYH��DFFRPPRGDWLQJ�KRXVHKROGV�ZKR�DUH�LQ�WKH�YLFLQLW\�RI�WKH�QDWLRQDO�JULG�
DV�PHQWLRQHG�LQ�3DUW�,,�

�� 7KHVH�UDWLRV�PLJKW�KDYH�EHHQ�DIIHFWHG�E\�WKH�EURDGHU�GHILQLWLRQ�RI� FFHVV��
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still subsidized despite possibility that a relatively lower share of the poor might not 
be consuming in the block. However, additional consumption above 300 kWh is priced 
����� ����� ���� ����� ��������� �����Ǥ� ����� ������������ ������������ ���������� ����ϐ�������
��������������������������ǡ��������������Ǧϐ��������� ��� ������������������ǡ��������� ����
burden of subsidy on the government and promotes income redistribution between the 
poor and non-poor. The PICES Data shows that some households consume in excess of 
3700 kWh, a level which is beyond expected household consumption. Thus, charging a 
��������������������������������ϐ�����������������������������������������ϐ�������������������
(for example commercial use of electric power meant for domestic). Geographical 
targeting of subsidies should also be considered. 

Access to the grid, at a rate of 66%, among the poor against 74% of the entire population 
leading to an access ratio of 0.9, on paper fairly contributes in improvement of targeting 
performance of the subsidy. However, with access alone and without connection the poor 
neither uptake nor use the electricity from the grid and, therefore, the errors of exclusion 
����� ���� ������������ �������� ���� �����ϐ���Ǥ� ����ǡ� ����� �������� ����������� ��������
high access to the grid by the poor, the consumption subsidies will tend to be regressive. 
Attention has to be paid to supply-side interventions that increase connection to the grid 
among the poor.
���� �������� ��� ���� �������������� ��� ���� ����ϐ��� ���������� ���������� ���������� �����

that the main factor undermining the performance of the subsidy targeting is low rate 
of electricity usage among the poor households relative to the total population, leading 
to higher rates of exclusion. A relatively large share of the poor with access need to be 
assisted in connecting to the grid in order to enhance targeting performance of the 
consumption subsidy. Thus, improving the rate of connections among the poor may 
increase the pro-poorness of the subsidy. This implies that the government may need 
to explore connection subsidies instead of consumption subsidies or even exploring a 
combination of both subsidies. Currently, the government is not subsidizing connections 
to the grid.

The results also show that subsidizing consumption is not a good priority when 
connection and usage rates of electricity by the poor are relatively lower, as this makes 
������������������������������������ϐ�����������������Ǥ��������ǡ�������������������������
��� ���� ������������ ������� ��ϐ��������� ���� ���������� �����������ǡ� ������������ ������
the poor needs to be encouraged through improving the subsidy design scheme. For 
��������ǡ� ������� ���� ������������ ����ϐ������� ������������ ���� ��� ���������� ��� �������
above cost recovery price. The rate of subsidization and targeting mechanism have 
room for improvement, but they are relatively not the main drivers of poor subsidy 
targeting performance. The targeting mechanism embedded in the IBT scheme does 
not discriminate between the poor and non-poor and therefore tends to be neutral on 
������ϐ�����������������������������������Ǥ��������������������������������������������
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low actual connections to the grid among the poor.12 As noted in Table 5, the access rate 
for the poor (66%) is relatively closer to that of all the households (74%). However, the
usage rate is very low for the poor at 12% compared to 43% for all the households13for 
those with access. Thus, the actual connection rate to the grid for the poor is very low at
8% (i.e. A*U=66%*12%) compared to 24% for all the households with access. As a result, 
the targeting performance of the subsidy is very low (about 23%) mainly because of lower
usage of electricity which is mainly driven by lower rate of connections among the poor. 
This implies that in order to improve the subsidy targeting performance to the advantage 
of the poor, priority has to be given in addressing connections to the grid by the poor. A 
�����ϐ������������������ ����������������������������������ȋͷͺΨȌ���������������������������
excluded from the electricity consumption subsidy, making the subsidy very regressive.
By simply helping the poor households to connect, the targeting performance of the
consumption subsidy will improve. Thus, intervention measures by government should 
be towards facilitating connections to the grid by the poor households while reviewing 
��������������������������������������������ϐ���������������Ǥ

The second factor that is mainly driving the poor targeting performance of the
�������� ��������������� ������������ ��������Ǥ������������� ��������������ϐ��� ����� ���
������������������������������Ǥ��������������������� ���������������������ϐ��Ǥ�����ǡ�
all the households without access or connection or usage of electricity are excluded from 
��� ������������ϐ��Ǥ���������������������������������������������� ������� ������ǡ� ��
����������ǡ������������������������� ͻʹΨ��������������������ϐ����������������������������
�����������������������������������������������������������ϐ��Ǥ�����ǡ������������������
higher exclusion of the poor due to lack of access, connection and usage, a consumption 
subsidy is not a good policy instrument of trying to help the poor.

With consumption subsidies, the higher the level of consumption the more the subsidy 
������� �������� ��� ���� ����ϐ��� ��� ��� ��������� ȋ�Ǥ�Ǥ� ��� ������ ���� ��� ����������� ���� ���
amount subsidized and no over-pricing of the product for additional units consumed). 
In the case of the 2017 IBT schedule most of the electricity consumed (up to 300 kWh) 
��������������������������������������� �����������������������ϐ���������������������
consumption up to the 300 kWh threshold. On average the non-poor consume relatively 
more than the poor and this could partially be explained by relatively lower burden of 
electricity expenditure among the non-poor compared to the poor. 

Although the rate of subsidization is progressive, there is more room for improvement. 
��� ��������� ��� ��� ���� ��������� ������� ���������� ������� ������� �������� ����� ϐ������� ���
that the schedule subsidizes the non-poor at the same rate as poor households at lower 
levels of consumption. As consumption increases to the mid-tier block, consumption is 
�� ,W�PLJKW�DOVR�EH�LQGLFDWLYH�RI�WKH�EURDGQHVV�RI�WKH�GHILQLWLRQ RI�DFFHVV�XVHG�LQ�WKH�VXUYH\��ZKLFK�

VHHP�WR�EH�KLJKO\�LQFOXVLYH��DFFRPPRGDWLQJ�KRXVHKROGV�ZKR�DUH�LQ�WKH�YLFLQLW\�RI�WKH�QDWLRQDO�JULG�
DV�PHQWLRQHG�LQ�3DUW�,,�

�� 7KHVH�UDWLRV�PLJKW�KDYH�EHHQ�DIIHFWHG�E\�WKH�EURDGHU�GHILQLWLRQ�RI� FFHVV��
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still subsidized despite possibility that a relatively lower share of the poor might not 
be consuming in the block. However, additional consumption above 300 kWh is priced 
����� ����� ���� ����� ��������� �����Ǥ� ����� ������������ ������������ ���������� ����ϐ�������
��������������������������ǡ��������������Ǧϐ��������� ��� ������������������ǡ��������� ���
burden of subsidy on the government and promotes income redistribution between the 
poor and non-poor. The PICES Data shows that some households consume in excess of 
3700 kWh, a level which is beyond expected household consumption. Thus, charging a 
������������������ �������������ϐ�����������������������������������������ϐ�������������������
(for example commercial use of electric power meant for domestic). Geographical
targeting of subsidies should also be considered. 

Access to the grid, at a rate of 66%, among the poor against 74% of the entire population 
leading to an access ratio of 0.9, on paper fairly contributes in improvement of targeting 
performance of the subsidy. However, with access alone and without connection the poor
neither uptake nor use the electricity from the grid and, therefore, the errors of exclusion 
����� ���� ������������ �������� ���� �����ϐ���Ǥ� ����ǡ� ����� �������� ����������� ��������
high access to the grid by the poor, the consumption subsidies will tend to be regressive. 
Attention has to be paid to supply-side interventions that increase connection to the grid 
among the poor.
��� �������� ��� ���� �������������� ��� ���� ����ϐ��� ���������� ���������� ���������� �����

that the main factor undermining the performance of the subsidy targeting is low rate 
of electricity usage among the poor households relative to the total population, leading 
to higher rates of exclusion. A relatively large share of the poor with access need to be 
assisted in connecting to the grid in order to enhance targeting performance of the 
consumption subsidy. Thus, improving the rate of connections among the poor may 
increase the pro-poorness of the subsidy. This implies that the government may need 
to explore connection subsidies instead of consumption subsidies or even exploring a 
combination of both subsidies. Currently, the government is not subsidizing connections 
to the grid.

The results also show that subsidizing consumption is not a good priority when 
connection and usage rates of electricity by the poor are relatively lower, as this makes 
��� ��������������������������� ����ϐ����� �����������Ǥ��������ǡ�������������������������
��� ��� ������������ ������� ��ϐ��������� ���� ���������� �����������ǡ� ������������ ������
the poor needs to be encouraged through improving the subsidy design scheme. For
��������ǡ� ������ ���� ������������ ����ϐ������� ������������ ���� ��� ���������� ��� �������
above cost recovery price. The rate of subsidization and targeting mechanism have 
room for improvement, but they are relatively not the main drivers of poor subsidy 
targeting performance. The targeting mechanism embedded in the IBT scheme does 
not discriminate between the poor and non-poor and therefore tends to be neutral on 
������ϐ������������� ���������������������Ǥ��������������������������������������������
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to improve the pro-poorness of the subsidy. The subsidy needs to be given to the poor 
households only or to ensure that the non-poor are subsidized to a very lesser extent.

ϰ͘ϰ� tĞĂŬŶĞƐƐͬŐĂƉƐ�ŝŶ�ƚŚĞ�ĞǆŝƐƚŝŶŐ�ĞůĞĐƚƌŝĐŝƚǇ�ƐƵďƐŝĚǇ�ŵŽĚĞů

���������������������������������ϐ������������������������������������������������������
pro-poor, implying it has high level of exclusion of the poor and low target performance, 
mainly due to low uptake, connection rates and quantity consumed by poor households 
against the entire population. There are several other observable gaps in the existing 
model that explains this outcome, which could be the points of focus on the suggested 
subsidy reform programmeme:

• The country is using a passive targeting mechanism, which e targets
subsidies through quantity consumed (e.g. as in IBT). Instead, active
targeting is more accurate and reduces errors of inclusion, hence leading to
higher targeting performance of subsidies. However, it may be considerably 
���ϐ��������������������������������������������������������������������Ǥ�������
��������������������������������������������������������������������ϐ��������
(Komives et al., 2005). However, such a targeting system for subsidies may
be very costly to design and take many years to build and many more to
��ϐ���ǡ������������������������������������������������������������������
(Scott and Pickard, 2018). Personal attributes (e.g. student, pensioners,
veterans, refugees, etc.), geographic indicators (e.g. poor neighbourhoods,
rural areas, high density areas, etc.) and proxy means test variables (e.g.
electricity consumption below a threshold, quality of electricity connection, 
income threshold, electricity expenditure above a burden limit expressed
as a percentage of total expenditure, etc.) may be used to administratively
�����������������������ϐ������������������������ȋ����ǤȌǤ

• ���������������ϐ�����������������������������������������ǡ������������������������
solutions has increased the number of means tested (or administrative)
targeting mechanisms in use recently (Scott and Pickard, 2018). Active
targeting would be relatively cheaper to implement if the social assistance
programme is very strong, with wide coverage. Then, active targeting
������ ����� ��� ���� ������� ����������� ��������� ��� ����ϐ��������� ��� ��������
and deliver the subsidy. In Zimbabwe, already the water utility – Zimbabwe
�������������������������ȋ�����Ȍ���������������������������Ȃ������������
�������������� �������������Ǥ������ϐ������ǡ���������������������� �������������
��� ������ ��� ������������ ������ �������ǡ� �������� ����������� �������� ���
disbursed to neighbourhoods where the poor reside. The framework for
geography-based electricity subsides may ride on the existing experience
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to improve the pro-poorness of the subsidy. The subsidy needs to be given to the poor
households only or to ensure that the non-poor are subsidized to a very lesser extent.

4.4 weAKneSSeS/gApS in The exiSTing eLeCTRiCiTy SuBSidy modeL

��� �����������������������������ϐ�������������� ���������������������������������������
pro-poor, implying it has high level of exclusion of the poor and low target performance, 
mainly due to low uptake, connection rates and quantity consumed by poor households 
against the entire population. There are several other observable gaps in the existing 
model that explains this outcome, which could be the points of focus on the suggested 
subsidy reform programmeme:

• The country is using a passive targeting mechanism, which e targets 
subsidies through quantity consumed (e.g. as in IBT). Instead, active 
targeting is more accurate and reduces errors of inclusion, hence leading to 
higher targeting performance of subsidies. However, it may be considerably 
���ϐ����������������������������������������������������� ����������� ��Ǥ��������
��������������������������������������������������������������������ϐ���������
(Komives et al., 2005). However, such a targeting system for subsidies may 
be very costly to design and take many years to build and many more to 
��ϐ���ǡ�������������������������������������������������������������������
(Scott and Pickard, 2018). Personal attributes (e.g. student, pensioners, 
veterans, refugees, etc.), geographic indicators (e.g. poor neighbourhoods, 
rural areas, high density areas, etc.) and proxy means test variables (e.g. 
electricity consumption below a threshold, quality of electricity connection, 
income threshold, electricity expenditure above a burden limit expressed 
as a percentage of total expenditure, etc.) may be used to administratively 
�����������������������ϐ������������������������ȋ����ǤȌǤ�

• ���������������ϐ�����������������������������������������ǡ������������������������
solutions has increased the number of means tested (or administrative) 
targeting mechanisms in use recently (Scott and Pickard, 2018). Active 
targeting would be relatively cheaper to implement if the social assistance 
programme is very strong, with wide coverage. Then, active targeting 
������ ����� ��� ��� ������ ����������� ��������� ��� ����ϐ��������� ��� ���������
and deliver the subsidy. In Zimbabwe, already the water utility – Zimbabwe 
�������� ����������������ȋ�����Ȍ�������������� ������������Ȃ�������������
�������������� �������������Ǥ������ϐ������ǡ���������������������� ��������������
��� ������ ��� ������������ ����� �������ǡ� �������� ����������� �������� ����
disbursed to neighbourhoods where the poor reside. The framework for
geography-based electricity subsides may ride on the existing experience 
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to improve the pro-poorness of the subsidy. The subsidy needs to be given to the poor
households only or to ensure that the non-poor are subsidized to a very lesser extent.

4.4 weAKneSSeS/gApS in The exiSTing eLeCTRiCiTy SuBSidy modeL

��� �����������������������������ϐ�������������� ���������������������������������������
pro-poor, implying it has high level of exclusion of the poor and low target performance, 
mainly due to low uptake, connection rates and quantity consumed by poor households 
against the entire population. There are several other observable gaps in the existing 
model that explains this outcome, which could be the points of focus on the suggested 
subsidy reform programmeme:

• The country is using a passive targeting mechanism, which e targets 
subsidies through quantity consumed (e.g. as in IBT). Instead, active 
targeting is more accurate and reduces errors of inclusion, hence leading to 
higher targeting performance of subsidies. However, it may be considerably 
���ϐ����������������������������������������������������� ����������� ��Ǥ��������
��������������������������������������������������������������������ϐ���������
(Komives et al., 2005). However, such a targeting system for subsidies may 
be very costly to design and take many years to build and many more to 
��ϐ���ǡ�������������������������������������������������������������������
(Scott and Pickard, 2018). Personal attributes (e.g. student, pensioners, 
veterans, refugees, etc.), geographic indicators (e.g. poor neighbourhoods, 
rural areas, high density areas, etc.) and proxy means test variables (e.g. 
electricity consumption below a threshold, quality of electricity connection, 
income threshold, electricity expenditure above a burden limit expressed 
as a percentage of total expenditure, etc.) may be used to administratively 
�����������������������ϐ������������������������ȋ����ǤȌǤ�

• ���������������ϐ�����������������������������������������ǡ������������������������
solutions has increased the number of means tested (or administrative) 
targeting mechanisms in use recently (Scott and Pickard, 2018). Active 
targeting would be relatively cheaper to implement if the social assistance 
programme is very strong, with wide coverage. Then, active targeting 
������ ����� ��� ��� ������ ����������� ��������� ��� ����ϐ��������� ��� ���������
and deliver the subsidy. In Zimbabwe, already the water utility – Zimbabwe 
�������� ����������������ȋ�����Ȍ�������������� ������������Ȃ�������������
�������������� �������������Ǥ������ϐ������ǡ���������������������� ��������������
��� ������ ��� ������������ ����� �������ǡ� �������� ����������� �������� ����
disbursed to neighbourhoods where the poor reside. The framework for
geography-based electricity subsides may ride on the existing experience 
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and infrastructure to embark on active targeting of electricity subsidies. 
• Related to that, the current subsidy model does not have connection

subsidies and does not cover for compensation of electricity infrastructure
development by consumers, particularly the poor. The existing arrangement 
is such that consumers can do connections and install electricity
infrastructure at their own costs to expedite connection to electricity14.

• The overall consumption subsidy model is not linked to the supply side,
rather it is focused on the demand side and assumes supply as constant.
The model does not factor the loss by the ZESA through cost of generation,
lost margins, power theft and absence of penalties on non-payment of
electricity (for households that are not on prepaid metering). Besides,
the existing model has a negative trickle-down effect on to electricity
generation and supply. For example, the power company simply reduces
the tariff rate as recommended by the Government in lieu of tax relief. The
electricity company does not receive the equivalent amount as a grant from
government in compensation for the cost in generation of the subsidised
electricity. ZESA is then forced to absorb the costs of the subsidy, which then 
threatens its operational and power generation substantiality.

• In addition, the current model does not promote distribution of electricity
by IPPs. Whereas most IPPs can generate electricity to augment current
generation by ZESA, they face the challenge of distribution as they rely on
ZESA infrastructure. Also, the current model does not deliberately support
development of green energy.

ϰ͘ϱ� ^ŝŵƵůĂƚĞĚ�ĂŶĚ�EŽŶͲ^ŝŵƵůĂƚĞĚ��ůĞĐƚƌŝĐŝƚǇ�^ƵďƐŝĚǇ�ZĞĨŽƌŵƐ�

Simulation of possible subsidy options reveals that increasing connectivity to electricity 
����������������������������������������������������������ϐ��������������Ǥ��������������������
�������Ǧ����������������������������������������������������ϐ����������������������������
schedule, introducing connection subsidies, enhancing non-tariff-based subsidy reforms 
and integrating supply side subsides.

��������������ͷǣ������ϔ�������������������������
The current IBT subsidy scheme was deemed to have a low targeted performance 
�����������������ϐ������������������������Ǧ������������������Ǥ�������������������������

��� )RU�H[DPSOH��SHRSOH�FDQ�HQJDJH�D�SULYDWH�FRQWUDFWRU�WR�LQVWDOO�DQ�HOHFWULFLW\�OLQH�DQG�GR�LQ�KRXVH�
LQVWDOODWLRQV��=(7'&�ZLOO� WKHQ� LQVSHFW�� DXWKRUL]H�DQG�HQHUJL]H� WKH�FRQQHFWLRQV��=(6$�GRHV�QRW�
SD\� IRU� WKH� LQIUDVWUXFWXUH� DV� WKH\� WDNH� LW� DV� D� GRQDWLRQ� IURP� FXVWRPHUV� WKURXJK� DQ� DJUHHPHQW��
7KH�RZQHUVKLS�DQG�ULJKWV�RI�FRQWURO�RI�WKH�LQIUDVWUXFWXUH�ZLOO�EH�WUDQVIHUUHG�WR�=(6$�DV�VRRQ�DV�
WKH� FRQQHFWLRQ� LV� GRQH��'XULQJ� WKH� ILUVW ILYH \HDUV�� KRXVHKROGV�ZKR� LQWHQG� WR� FRQQHFW� IURP� WKH�
HVWDEOLVKHG�LQIUDVWUXFWXUH�KDYH�WR�SD\�FRPSHQVDWLRQ�WR�WKH�RWKHU�KRXVHKROGV�ZKR�DUH�WKH�SULPDU\�
ILQDQFLHUV�RI�WKH�LQIUDVWUXFWXUH
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subsidy is applicable to every consumption block, potentially resulting in lack of cross-
�������������ǡ� ������� ��������������� ���� ����Ǧϐ��������Ǥ� ��� ���� ���� ������ ����� ���
targeting performance of the subsidy was mainly driven by lack of usage among the poor. 

The results of the simulations of the subsidy design under the four scenarios are shown 
in Figure 5. The results show that the VDT scheme (Scenario 3) outperforms the other 
schemes with a targeting performance indicator of 29%, a relatively generous subsidy 
to the poor and relatively lower errors of inclusion. However, this comes at the expense
�����������������������������������ϐ����������������������� ��������ͺΨ��������������������
exclusion of 92% (Figure 5).

A VDT combined with an IBT (Scenario 2) is the second highest performer in terms of 
����������������������ȋʹΨȌǡ�����ϐ�������������������������������������������������������
followed by Scenario 1 at 25% and Scenario 4 (20%). Overall, the simulated subsidy 
scheme scenarios indicate that while changing the subsidy design may improve the 
targeting performance, this does not cause the consumption subsidy schemes to be pro-
poor. All the subsidy designs simulated are regressive, thus emphasizing the importance 
of addressing the access factors, attempting other forms of subsidies which are not 
consumption subsidies and other targeting mechanisms which are not self-targeting.

Reform Option 2: Introduce connection subsidies
Connection subsidies rather than consumption subsidies may generate progressive 
distribution of subsidies since the main problem is limited usage among the poor due to 
poor connectivity to the national electricity grid. The average connection fee in Zimbabwe 
is US$100 whereas the average cost of a connection is US$250. The connection fee between 
the poor and non-poor is the same. However, the study simulates a scenario where a 
larger subsidy is given to the poor such that the connection fee for the poor is US$50. The 
results for the simulation of connection subsidies indicates that connection subsidies are 
������� ��������� ����� ������������ ���������������������ϐ��� ���������� ����������������
0.33 to 1.9 (Table 7).

7DEOH����%HQH¿W�LQFLGHQFH�6LPXODWLRQV�IRU�FRQQHFWLRQ�VXEVLGLHV

�ĞŶĞĨŝƚ�/ŶĐŝĚĞŶĐĞ�ŝŶĚŝ ĂƚŽƌ
^ĐĞŶĂƌŝŽ�� 0.325

^ĐĞŶĂƌŝŽ�� 1.859

^ĐĞŶĂƌŝŽ���Ϳ 1.808

Source: Authors’ calculations from 2017 PICES data and ZERA data

Thus the connection subsidies are potentially pro-poor and therefore may be more 
������������������������������ ���������ϐ�����������������Ǥ���������������������������������
fact that the main problem why the poor are excluded in consumption subsidies is limited 
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and infrastructure to embark on active targeting of electricity subsidies. 
• Related to that, the current subsidy model does not have connection 

subsidies and does not cover for compensation of electricity infrastructure 
development by consumers, particularly the poor. The existing arrangement 
is such that consumers can do connections and install electricity 
infrastructure at their own costs to expedite connection to electricity14. 

• The overall consumption subsidy model is not linked to the supply side, 
rather it is focused on the demand side and assumes supply as constant. 
The model does not factor the loss by the ZESA through cost of generation, 
lost margins, power theft and absence of penalties on non-payment of 
electricity (for households that are not on prepaid metering). Besides, 
the existing model has a negative trickle-down effect on to electricity 
generation and supply. For example, the power company simply reduces 
the tariff rate as recommended by the Government in lieu of tax relief. The
electricity company does not receive the equivalent amount as a grant from 
government in compensation for the cost in generation of the subsidised 
electricity. ZESA is then forced to absorb the costs of the subsidy, which then 
threatens its operational and power generation substantiality. 

• In addition, the current model does not promote distribution of electricity 
by IPPs. Whereas most IPPs can generate electricity to augment current 
generation by ZESA, they face the challenge of distribution as they rely on 
ZESA infrastructure. Also, the current model does not deliberately support 
development of green energy.

ϰ͘ϱ ^ŝŵƵůĂƚĞĚ�ĂŶĚ�EŽŶͲ^ŝŵƵůĂƚĞĚ��ůĞĐƚƌŝĐŝƚǇ�^ƵďƐŝĚǇ�ZĞĨŽƌŵƐ

Simulation of possible subsidy options reveals that increasing connectivity to electricity 
����������������������� ����������������������������������ϐ��������� ����Ǥ��������������������
�������Ǧ����������������������������������������������������ϐ���������������� �����������
schedule, introducing connection subsidies, enhancing non-tariff-based subsidy reforms 
and integrating supply side subsides.

��������������ͷǣ������ϔ�������������������������
The current IBT subsidy scheme was deemed to have a low targeted performance 
�����������������ϐ������������������������Ǧ������������� ����Ǥ�������������������������

�� )RU�H[DPSOH��SHRSOH�FDQ�HQJDJH�D�SULYDWH�FRQWUDFWRU�WR�LQVWDOO�DQ�HOHFWULFLW\�OLQH�DQG�GR�LQ�KRXVH�
LQVWDOODWLRQV��=(7'&�ZLOO� WKHQ� LQVSHFW�� DXWKRUL]H�DQG�HQHUJL]H� WKH�FRQQHFWLRQV��=(6$ GRHV�QRW�
SD\� IRU� WKH� LQIUDVWUXFWXUH� DV� WKH\� WDNH� LW� DV� D� GRQDWLRQ� IURP� FXVWRPHUV� WKURXJK� DQ� DJUHHPHQW��
7KH�RZQHUVKLS�DQG�ULJKWV�RI�FRQWURO�RI�WKH�LQIUDVWUXFWXUH�ZLOO�EH�WUDQVIHUUHG�WR�=(6$ DV�VRRQ�DV�
WKH� FRQQHFWLRQ� LV� GRQH��'XULQJ� WKH� ILUVW ILYH \HDUV�� KRXVHKROGV�ZKR� LQWHQG� WR� FRQQHFW� IURP� WKH�
HVWDEOLVKHG�LQIUDVWUXFWXUH�KDYH�WR�SD\�FRPSHQVDWLRQ�WR�WKH�RWKHU�KRXVHKROGV�ZKR�DUH�WKH�SULPDU\�
ILQDQFLHUV�RI�WKH�LQIUDVWUXFWXUH
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subsidy is applicable to every consumption block, potentially resulting in lack of cross-
�������������ǡ� ������� ��������������� ���� ����Ǧϐ��������Ǥ� ��� ���� ����� ������ ����� ����
targeting performance of the subsidy was mainly driven by lack of usage among the poor. 

The results of the simulations of the subsidy design under the four scenarios are shown 
in Figure 5. The results show that the VDT scheme (Scenario 3) outperforms the other 
schemes with a targeting performance indicator of 29%, a relatively generous subsidy 
to the poor and relatively lower errors of inclusion. However, this comes at the expense 
�����������������������������������ϐ��������������������������������ͺΨ��������������������
exclusion of 92% (Figure 5).

A VDT combined with an IBT (Scenario 2) is the second highest performer in terms of 
����������������������ȋʹΨȌǡ�����ϐ�������������������������������������������������������
followed by Scenario 1 at 25% and Scenario 4 (20%). Overall, the simulated subsidy 
scheme scenarios indicate that while changing the subsidy design may improve the 
targeting performance, this does not cause the consumption subsidy schemes to be pro-
poor. All the subsidy designs simulated are regressive, thus emphasizing the importance 
of addressing the access factors, attempting other forms of subsidies which are not 
consumption subsidies and other targeting mechanisms which are not self-targeting.

Reform Option 2: Introduce connection subsidies 
Connection subsidies rather than consumption subsidies may generate progressive 
distribution of subsidies since the main problem is limited usage among the poor due to 
poor connectivity to the national electricity grid. The average connection fee in Zimbabwe 
is US$100 whereas the average cost of a connection is US$250. The connection fee between 
the poor and non-poor is the same. However, the study simulates a scenario where a 
larger subsidy is given to the poor such that the connection fee for the poor is US$50. The 
results for the simulation of connection subsidies indicates that connection subsidies are 
������� ��������� ����� ������������ ���������������������ϐ��� ���������� ����������������
0.33 to 1.9 (Table 7).

7DEOH����%HQH¿W�LQFLGHQFH�6LPXODWLRQV�IRU�FRQQHFWLRQ�VXEVLGLHV

�ĞŶĞĨŝƚ�/ŶĐŝĚĞŶĐĞ�ŝŶĚŝ ĂƚŽƌ
^ĐĞŶĂƌŝŽ��� 0.325

^ĐĞŶĂƌŝŽ��� 1.859

^ĐĞŶĂƌŝŽ���Ϳ 1.808

Source: Authors’ calculations from 2017 PICES data and ZERA data

Thus the connection subsidies are potentially pro-poor and therefore may be more 
����������������������������������������ϐ�����������������Ǥ����������������������������������
fact that the main problem why the poor are excluded in consumption subsidies is limited 
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and infrastructure to embark on active targeting of electricity subsidies. 
• Related to that, the current subsidy model does not have connection 

subsidies and does not cover for compensation of electricity infrastructure 
development by consumers, particularly the poor. The existing arrangement 
is such that consumers can do connections and install electricity 
infrastructure at their own costs to expedite connection to electricity14. 

• The overall consumption subsidy model is not linked to the supply side, 
rather it is focused on the demand side and assumes supply as constant. 
The model does not factor the loss by the ZESA through cost of generation, 
lost margins, power theft and absence of penalties on non-payment of 
electricity (for households that are not on prepaid metering). Besides, 
the existing model has a negative trickle-down effect on to electricity 
generation and supply. For example, the power company simply reduces 
the tariff rate as recommended by the Government in lieu of tax relief. The
electricity company does not receive the equivalent amount as a grant from 
government in compensation for the cost in generation of the subsidised 
electricity. ZESA is then forced to absorb the costs of the subsidy, which then 
threatens its operational and power generation substantiality. 

• In addition, the current model does not promote distribution of electricity 
by IPPs. Whereas most IPPs can generate electricity to augment current 
generation by ZESA, they face the challenge of distribution as they rely on 
ZESA infrastructure. Also, the current model does not deliberately support 
development of green energy.

ϰ͘ϱ ^ŝŵƵůĂƚĞĚ�ĂŶĚ�EŽŶͲ^ŝŵƵůĂƚĞĚ��ůĞĐƚƌŝĐŝƚǇ�^ƵďƐŝĚǇ�ZĞĨŽƌŵƐ

Simulation of possible subsidy options reveals that increasing connectivity to electricity 
����������������������� ����������������������������������ϐ��������� ����Ǥ��������������������
�������Ǧ����������������������������������������������������ϐ���������������� �����������
schedule, introducing connection subsidies, enhancing non-tariff-based subsidy reforms 
and integrating supply side subsides.

��������������ͷǣ������ϔ�������������������������
The current IBT subsidy scheme was deemed to have a low targeted performance 
�����������������ϐ������������������������Ǧ������������� ����Ǥ�������������������������

�� )RU�H[DPSOH��SHRSOH�FDQ�HQJDJH�D�SULYDWH�FRQWUDFWRU�WR�LQVWDOO�DQ�HOHFWULFLW\�OLQH�DQG�GR�LQ�KRXVH�
LQVWDOODWLRQV��=(7'&�ZLOO� WKHQ� LQVSHFW�� DXWKRUL]H�DQG�HQHUJL]H� WKH�FRQQHFWLRQV��=(6$ GRHV�QRW�
SD\� IRU� WKH� LQIUDVWUXFWXUH� DV� WKH\� WDNH� LW� DV� D� GRQDWLRQ� IURP� FXVWRPHUV� WKURXJK� DQ� DJUHHPHQW��
7KH�RZQHUVKLS�DQG�ULJKWV�RI�FRQWURO�RI�WKH�LQIUDVWUXFWXUH�ZLOO�EH�WUDQVIHUUHG�WR�=(6$ DV�VRRQ�DV�
WKH� FRQQHFWLRQ� LV� GRQH��'XULQJ� WKH� ILUVW ILYH \HDUV�� KRXVHKROGV�ZKR� LQWHQG� WR� FRQQHFW� IURP� WKH�
HVWDEOLVKHG�LQIUDVWUXFWXUH�KDYH�WR�SD\�FRPSHQVDWLRQ�WR�WKH�RWKHU�KRXVHKROGV�ZKR�DUH�WKH�SULPDU\�
ILQDQFLHUV�RI�WKH�LQIUDVWUXFWXUH
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subsidy is applicable to every consumption block, potentially resulting in lack of cross-
�������������ǡ� ������� ��������������� ���� ����Ǧϐ��������Ǥ� ��� ���� ���� ������ ����� ���
targeting performance of the subsidy was mainly driven by lack of usage among the poor. 

The results of the simulations of the subsidy design under the four scenarios are shown 
in Figure 5. The results show that the VDT scheme (Scenario 3) outperforms the other 
schemes with a targeting performance indicator of 29%, a relatively generous subsidy 
to the poor and relatively lower errors of inclusion. However, this comes at the expense
�����������������������������������ϐ����������������������� ��������ͺΨ��������������������
exclusion of 92% (Figure 5).

A VDT combined with an IBT (Scenario 2) is the second highest performer in terms of 
����������������������ȋʹΨȌǡ�����ϐ�������������������������������������������������������
followed by Scenario 1 at 25% and Scenario 4 (20%). Overall, the simulated subsidy 
scheme scenarios indicate that while changing the subsidy design may improve the 
targeting performance, this does not cause the consumption subsidy schemes to be pro-
poor. All the subsidy designs simulated are regressive, thus emphasizing the importance 
of addressing the access factors, attempting other forms of subsidies which are not 
consumption subsidies and other targeting mechanisms which are not self-targeting.

Reform Option 2: Introduce connection subsidies
Connection subsidies rather than consumption subsidies may generate progressive 
distribution of subsidies since the main problem is limited usage among the poor due to 
poor connectivity to the national electricity grid. The average connection fee in Zimbabwe 
is US$100 whereas the average cost of a connection is US$250. The connection fee between 
the poor and non-poor is the same. However, the study simulates a scenario where a 
larger subsidy is given to the poor such that the connection fee for the poor is US$50. The 
results for the simulation of connection subsidies indicates that connection subsidies are 
������� ��������� ����� ������������ ���������������������ϐ��� ���������� ����������������
0.33 to 1.9 (Table 7).

7DEOH����%HQH¿W�LQFLGHQFH�6LPXODWLRQV�IRU�FRQQHFWLRQ�VXEVLGLHV

�ĞŶĞĨŝƚ�/ŶĐŝĚĞŶĐĞ�ŝŶĚŝ ĂƚŽƌ
^ĐĞŶĂƌŝŽ�� 0.325

^ĐĞŶĂƌŝŽ�� 1.859

^ĐĞŶĂƌŝŽ���Ϳ 1.808

Source: Authors’ calculations from 2017 PICES data and ZERA data

Thus the connection subsidies are potentially pro-poor and therefore may be more 
������������������������������ ���������ϐ�����������������Ǥ���������������������������������
fact that the main problem why the poor are excluded in consumption subsidies is limited 
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usage of electricity due to lower rates of connections among the poor. Therefore, improving 
connections by subsidizing the connection fees is a very effective way of ensuring that 
subsidies are pro-poor. However, literature notes that the uptake of connections may be 
low even if the cost of connections is subsidized (Lee, Miguel, and Wolfram, 2020). This 
suggests that more needs to be done apart from giving subsidies and that there are other 
barriers to establishing connections apart from costs of connection. 

Reform Option 3: Non-tariff based subsidy reforms (non-simulated)
Simulated models based on tariff based subsides consumer have shown a weakness of 
not being optimal. The observed intuitive rationale for such an outcome is that there is 
need to compliment these reforms with other non-tariff based reforms for tariff based 
�������� �������� ��� ��� ���������Ǥ� ���Ǧ������� �������� �������� ���� ��������� ��� �����������
the targeted performance incidence of tariff subsidies.  In Zimbabwe there are many 
incidences of power theft15 and access to subsidies power by deemed strategic sector and 
���������������������������������ϐ���Ǥ�����ǡ� ����������������� ����������������������������
public institutions and entities accessing power is not clear. There is need for reforms on 
������ϐ���������������������������������������������������������������������������������������
subsidy model. For example, government could move entirely or in part from input based 
power subsidy to out based power subsidy for large consumers such as industry and 
agriculture. The government could then implement a targeted subsidy system on these 
critical sectors.

��������������ͺǣ����������������������������������ȋ���Ǧ���������Ȍ
Whilst the study focused on consumption subsidies, the optimality of the reform policy 
agenda is not complete without supply side reforms. Consumptions subsidies viewed in 
isolation are not the sole conduit for power subsidies for poverty alleviation. The burden 
of subsides to the part government cut across supply and consumption subsidies. These 
���������� ������� ���� ϐ������������������� ��������������������ǡ������� ������������ ��� ����
������� ������ǡ� ���� ������� ������ ϐ������ ������������ ����� ���� ������������ ������������
(Kitson et al., 2011). Subsidies can be reformed by reducing costs as well as increasing 
revenues and stakeholder analysis and distributional analysis are important for designing 
suitable reform programmes (ibid).

The power generating and distributing company is carrying the burden of consumption 
subsidies and this has affected their operational viability.  The operational challenges 
��������������������������������ȋ�������������Ȍ���ϐ����������������� ��������������
carrying the burden on state power-subsides. ZESA is faced with serious revenue 
collection challenges as the majority of customers are failing to settle their bills on time. 
Attempts have been made in the past years review tariff structures to have pricing of 

��� �$OWKRXJK�KHIW�SHQDOWLHV�ZHUH�LQWURGXFHG�WR�FXUE�YDQGDOLVP�DQG�WKHIW�RI�HOHFWULFLW\�LQIUDVWUXFWXUH�
WKHUH�LV�VWLOO�URRP�WR�FRQVLGHU�RWKHU�HIIHFWLYH�PHDVXUHV�DV�ZHOO�
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Figure 6: Household Income-Differentiated and Supply Enhanced Power subsidy model

Source: Authors’ formulation
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usage of electricity due to lower rates of connections among the poor. Therefore, improving 
connections by subsidizing the connection fees is a very effective way of ensuring that 
subsidies are pro-poor. However, literature notes that the uptake of connections may be 
low even if the cost of connections is subsidized (Lee, Miguel, and Wolfram, 2020). This 
suggests that more needs to be done apart from giving subsidies and that there are other 
barriers to establishing connections apart from costs of connection. 

Reform Option 3: Non-tariff based subsidy reforms (non-simulated)
Simulated models based on tariff based subsides consumer have shown a weakness of 
not being optimal. The observed intuitive rationale for such an outcome is that there is 
need to compliment these reforms with other non-tariff based reforms for tariff based 
�������� �������� ��� ��� ���������Ǥ� ���Ǧ������� �������� �������� ���� �������� ��� �����������
the targeted performance incidence of tariff subsidies.  In Zimbabwe there are many 
incidences of power theft15 and access to subsidies power by deemed strategic sector and 
���������������������������������ϐ���Ǥ�����ǡ� ��� ������������� ����������������������������
public institutions and entities accessing power is not clear. There is need for reforms on 
������ϐ���������������������������������������������������������������������������������������
subsidy model. For example, government could move entirely or in part from input based 
power subsidy to out based power subsidy for large consumers such as industry and 
agriculture. The government could then implement a targeted subsidy system on these
critical sectors.

��������������ͺǣ����������������������������������ȋ���Ǧ���������Ȍ
Whilst the study focused on consumption subsidies, the optimality of the reform policy 
agenda is not complete without supply side reforms. Consumptions subsidies viewed in 
isolation are not the sole conduit for power subsidies for poverty alleviation. The burden 
of subsides to the part government cut across supply and consumption subsidies. These
���������� ������� ��� ϐ�������� ���������� ��� ����������������ǡ������� ������������ ��� ���
������� ������ǡ� ���� ������ ������ ϐ����� ������������ ����� ���� ������������ ������������
(Kitson et al., 2011). Subsidies can be reformed by reducing costs as well as increasing 
revenues and stakeholder analysis and distributional analysis are important for designing 
suitable reform programmes (ibid).

The power generating and distributing company is carrying the burden of consumption 
subsidies and this has affected their operational viability.  The operational challenges 
��������������������� ����������ȋ��� ���������Ȍ���ϐ����������������� ��� ����������
carrying the burden on state power-subsides. ZESA is faced with serious revenue 
collection challenges as the majority of customers are failing to settle their bills on time. 
Attempts have been made in the past years review tariff structures to have pricing of 

�� $OWKRXJK�KHIW�SHQDOWLHV�ZHUH�LQWURGXFHG�WR�FXUE�YDQGDOLVP�DQG�WKHIW�RI�HOHFWULFLW\�LQIUDVWUXFWXUH�
WKHUH�LV�VWLOO�URRP�WR�FRQVLGHU�RWKHU�HIIHFWLYH�PHDVXUHV�DV�ZHOO�
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Figure 6: Household Income-Differentiated and Supply Enhanced Power subsidy model

Source: Authors’ formulation
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usage of electricity due to lower rates of connections among the poor. Therefore, improving 
connections by subsidizing the connection fees is a very effective way of ensuring that 
subsidies are pro-poor. However, literature notes that the uptake of connections may be 
low even if the cost of connections is subsidized (Lee, Miguel, and Wolfram, 2020). This 
suggests that more needs to be done apart from giving subsidies and that there are other 
barriers to establishing connections apart from costs of connection. 

Reform Option 3: Non-tariff based subsidy reforms (non-simulated)
Simulated models based on tariff based subsides consumer have shown a weakness of 
not being optimal. The observed intuitive rationale for such an outcome is that there is 
need to compliment these reforms with other non-tariff based reforms for tariff based 
�������� �������� ��� ��� ���������Ǥ� ���Ǧ������� �������� �������� ���� �������� ��� �����������
the targeted performance incidence of tariff subsidies.  In Zimbabwe there are many 
incidences of power theft15 and access to subsidies power by deemed strategic sector and 
���������������������������������ϐ���Ǥ�����ǡ� ��� ������������� ����������������������������
public institutions and entities accessing power is not clear. There is need for reforms on 
������ϐ���������������������������������������������������������������������������������������
subsidy model. For example, government could move entirely or in part from input based 
power subsidy to out based power subsidy for large consumers such as industry and 
agriculture. The government could then implement a targeted subsidy system on these
critical sectors.

��������������ͺǣ����������������������������������ȋ���Ǧ���������Ȍ
Whilst the study focused on consumption subsidies, the optimality of the reform policy 
agenda is not complete without supply side reforms. Consumptions subsidies viewed in 
isolation are not the sole conduit for power subsidies for poverty alleviation. The burden 
of subsides to the part government cut across supply and consumption subsidies. These
���������� ������� ��� ϐ�������� ���������� ��� ����������������ǡ������� ������������ ��� ���
������� ������ǡ� ���� ������ ������ ϐ����� ������������ ����� ���� ������������ ������������
(Kitson et al., 2011). Subsidies can be reformed by reducing costs as well as increasing 
revenues and stakeholder analysis and distributional analysis are important for designing 
suitable reform programmes (ibid).

The power generating and distributing company is carrying the burden of consumption 
subsidies and this has affected their operational viability.  The operational challenges 
��������������������� ����������ȋ��� ���������Ȍ���ϐ����������������� ��� ����������
carrying the burden on state power-subsides. ZESA is faced with serious revenue 
collection challenges as the majority of customers are failing to settle their bills on time. 
Attempts have been made in the past years review tariff structures to have pricing of 

�� $OWKRXJK�KHIW�SHQDOWLHV�ZHUH�LQWURGXFHG�WR�FXUE�YDQGDOLVP�DQG�WKHIW�RI�HOHFWULFLW\�LQIUDVWUXFWXUH�
WKHUH�LV�VWLOO�URRP�WR�FRQVLGHU�RWKHU�HIIHFWLYH�PHDVXUHV�DV�ZHOO�
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Figure 6: Household Income-Differentiated and Supply Enhanced Power subsidy model

Source: Authors’ formulation
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power that is towards full cost recovery, while at the same time preserving price subsidies 
for low income households. ZESA, has also instituted demand side management (DSM) 
programmes16 with a view to reducing energy consumption and improving its operational 
performance. The effectiveness of these measures is, however, weighed down by the 
����ϐ�������������������������������������������������Ǥ�

With a quantity target approach used in current subsidy model, if supply is restricted 
�������������������ǡ������������������������������������������������������������ϐ�����������
which is highly subsidized. The poor would then be excluded by crowding out given that 
they exhaust their resources on alternative sources of power and would not be able to 
afford electricity. Such a structure would the affect the power company, ZESA, in that 
most of its power ends up being consumed at below cost, not because consumers are not 
willing but supply is limiting consumption. 

The inclusion of supply side subsides is on the notion that supply of power is a major 
determinant of the effectiveness and target performance of consumption subsidy matrix. 
ZESA’s regular request for tariff review should be a trigger to also consider supply 
����� �������� �������Ǥ� � ��������� ��� ���������� ������� ������ ��ϐ����� ���� ����� ������� ���
availability of power to household, and often ZESA resort to shedding power for extended 
periods. The effective generation and technical subsides that accrue to ZPC/ZETDC might 
not be adequate to cover the loss incurred through loss incurred through subsidies 
power generation costs and margin losses. Many Sub-Saharan African countries are 
����������������������������������ǡ��������������������������������������������������ϐ�������
frequent outages, and weak social protection systems that pose serious challenges to the 
design and implementation of subsidy reform (Kojima, et al, 2014).

5. ConCLuSion And poLiCy eeCommendATionS

Deductions from the study are that, with proper reforms and structuring, electricity 
connection subsides have a potential for a high impact in alleviating poverty in Zimbabwe. 
Consumption subsidies alone are not effective in improving the lives of the poor and these 
need to be complemented by connection and supply side subsidies that support increased 
uptake of electricity by the poor. In other words, the low uptake and usage of electricity 
���������������������������ϐ���������������������������ǡ��������������������������������
subsidies, it is the poor who are technically subsidising the non-poor by exclusion due 
to limited connectivity and uptake of electricity.  The policy decision, therefore, should 
not be about whether or not subsidies should continue to be used as tool of alleviating 
poverty, rather it should be on how to reform the subsidies in order to optimize their 
effectiveness in alleviating poverty. 

The study recommends policy reforms premised on a reviewed electricity subsidy 
��� � =(6$�PDQDJHG� WR� LPSOHPHQW� WKH� SUH�SDLG� PHWHU� SURJUDPPH�� XSJUDGH� RI� WKH� H[LVWLQJ� ELOOLQJ�

V\VWHP��DQG�HQIRUFHPHQW�RI�WKH�GLVFRQQHFWLRQ�SROLF\�IRU�VHULRXVO\�GHOLQTXHQW��DFFRXQWV�
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������ ����� ��������� �����ϐ������� ������������ ȋ���� ������� ��������Ȍ� ���� �����������
subsidies, based on household income, differentiated using geography and supported 
by supply-side subsidies (Figure 6). The model depicted in Figure 4 says the central
government should bear the cost of consumer subsidies such that investments into 
electricity generation, transmission and distribution as well as in maintenance of 
infrastructure are not compromised due to unfunded subsidies. This ensures that more 
electricity is generated with access and connectivity to electricity extended to the poor so
��������������ϐ�������������������������������Ǥ�

The connection subsidy enables the poor to afford the cost of connecting to the 
electricity grid so that their uptake of electricity is increased, potentially enhancing their 
����ϐ���������������������������������Ǥ�����������������������������������������������
to their locations which proxy their income status would be used as targeting mechanism 
���� �������� ����ϐ��������Ǥ� ���� ������� ������ ��� ������ ��� ����� ���������� ������ϐ�������Ǥ�
Those in low income (high density) areas would be regarded as the poor targeted for a 
relatively higher level of subsidy, while those in medium income (medium density) areas 
���������������������������������������������������ϐ�����������������������������������
those in high income (low density) areas would be regarded as non-poor and therefore 
may be considered as non-eligible for the subsidy. 

The upside of the proposed model is that it optimises on electricity subsidies by 
���������������������� �������������������������������������������ǡ�������������ϐ����������
poor consumer, the electricity producer(s) and the government. To the poor household, 
there is income redistribution through higher charges for high income households and 
heavy users, whilst the power companies’ income is enhanced through transfer of burden 
��������������������� ����������ǡ�������������������������������ϐ�����������������������
disadvantaging the poor. The model also assists the electricity supplier in containing 
excessive use of subsidised electricity, electricity theft and reduction of error of inclusion. 
�������������ǡ���� ����������������ϐ���������������������������ϐ��������������ǡ���������
burdening the power producer. 
�����ϐ���������������������������������������������������ǣ�

a. ��� �����ϐ���������� ��� ��� ���� ������� ��������� ��� �������� ��� ��ϐ������� ����� ���
supply tariff for consumption beyond an average consumption for the poor. An 
additional block, for consumption beyond a threshold, say 1000kWh, meant to 
����������ϐ������������������������������������������������������������������
use under household connections.

b. Introduction of connection and electricity infrastructure development subsidies 
in order enhance access, connection, and uptake of electricity. This can be 
achieved through introducing electricity credits for a portion of the value of the
connection or infrastructure based on income levels.

c. Restructuring of supply-side subsidies and non-tariff subsidy reforms (including 
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power that is towards full cost recovery, while at the same time preserving price subsidies 
for low income households. ZESA, has also instituted demand side management (DSM) 
programmes16 with a view to reducing energy consumption and improving its operational
performance. The effectiveness of these measures is, however, weighed down by the
����ϐ�������������������������������������������������Ǥ�

With a quantity target approach used in current subsidy model, if supply is restricted 
�� ������ ���������ǡ����������������������������������������������������������� ϐ�����������
which is highly subsidized. The poor would then be excluded by crowding out given that 
they exhaust their resources on alternative sources of power and would not be able to 
afford electricity. Such a structure would the affect the power company, ZESA, in that 
most of its power ends up being consumed at below cost, not because consumers are not 
willing but supply is limiting consumption. 

The inclusion of supply side subsides is on the notion that supply of power is a major
determinant of the effectiveness and target performance of consumption subsidy matrix. 
ZESA’s regular request for tariff review should be a trigger to also consider supply 
����� �������� �������Ǥ� ��������� ��� ���������� ������� ����� ��ϐ����� ���� ����� ������� ���
availability of power to household, and often ZESA resort to shedding power for extended 
periods. The effective generation and technical subsides that accrue to ZPC/ZETDC might 
not be adequate to cover the loss incurred through loss incurred through subsidies 
power generation costs and margin losses. Many Sub-Saharan African countries are 
����������������������������������ǡ��������������������������������������������������ϐ�������
frequent outages, and weak social protection systems that pose serious challenges to the
design and implementation of subsidy reform (Kojima, et al, 2014).

5. ConCLuSion And poLiCy eeCommendATionS

Deductions from the study are that, with proper reforms and structuring, electricity 
connection subsides have a potential for a high impact in alleviating poverty in Zimbabwe. 
Consumption subsidies alone are not effective in improving the lives of the poor and these
need to be complemented by connection and supply side subsidies that support increased 
uptake of electricity by the poor. In other words, the low uptake and usage of electricity 
������������ ��������������ϐ���������������������������ǡ��������������������������������
subsidies, it is the poor who are technically subsidising the non-poor by exclusion due 
to limited connectivity and uptake of electricity.  The policy decision, therefore, should 
not be about whether or not subsidies should continue to be used as tool of alleviating 
poverty, rather it should be on how to reform the subsidies in order to optimize their
effectiveness in alleviating poverty. 

The study recommends policy reforms premised on a reviewed electricity subsidy 
�� =(6$ PDQDJHG� WR� LPSOHPHQW WKH� SUH�SDLG� PHWHU� SURJUDPPH�� XSJUDGH� RI� WKH� H[LVWLQJ� ELOOLQJ�

V\VWHP��DQG�HQIRUFHPHQW�RI�WKH�GLVFRQQHFWLRQ�SROLF\�IRU�VHULRXVO\�GHOLQTXHQW��DFFRXQWV�
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������ ����� ��������� �����ϐ������� ������������ ȋ���� ������� ��������Ȍ� ���� �����������
subsidies, based on household income, differentiated using geography and supported 
by supply-side subsidies (Figure 6). The model depicted in Figure 4 says the central 
government should bear the cost of consumer subsidies such that investments into 
electricity generation, transmission and distribution as well as in maintenance of 
infrastructure are not compromised due to unfunded subsidies. This ensures that more 
electricity is generated with access and connectivity to electricity extended to the poor so 
��������������ϐ�������������������������������Ǥ�

The connection subsidy enables the poor to afford the cost of connecting to the 
electricity grid so that their uptake of electricity is increased, potentially enhancing their 
����ϐ���������������������������������Ǥ�����������������������������������������������
to their locations which proxy their income status would be used as targeting mechanism 
���� �������� ����ϐ��������Ǥ� ���� ������� ������ ��� ������ ��� ������ ���������� ������ϐ�������Ǥ�
Those in low income (high density) areas would be regarded as the poor targeted for a 
relatively higher level of subsidy, while those in medium income (medium density) areas 
���������������������������������������������������ϐ�����������������������������������
those in high income (low density) areas would be regarded as non-poor and therefore 
may be considered as non-eligible for the subsidy. 

The upside of the proposed model is that it optimises on electricity subsidies by 
������������������������������������������������������������������ǡ�������������ϐ�����������
poor consumer, the electricity producer(s) and the government. To the poor household, 
there is income redistribution through higher charges for high income households and 
heavy users, whilst the power companies’ income is enhanced through transfer of burden 
��������������������������������ǡ�������������������������������ϐ�����������������������
disadvantaging the poor. The model also assists the electricity supplier in containing 
excessive use of subsidised electricity, electricity theft and reduction of error of inclusion. 
�������������ǡ���������������������ϐ���������������������������ϐ��������������ǡ���������
burdening the power producer. 
�����ϐ���������������������������������������������������ǣ�

a. ���� �����ϐ���������� ��� ���� ���� ������� ��������� ��� �������� ��� ��ϐ������� ����� ��
supply tariff for consumption beyond an average consumption for the poor. An
additional block, for consumption beyond a threshold, say 1000kWh, meant to
����������ϐ������������������������������������������������������������������
use under household connections.

b. Introduction of connection and electricity infrastructure development subsidies 
in order enhance access, connection, and uptake of electricity. This can be
achieved through introducing electricity credits for a portion of the value of the
connection or infrastructure based on income levels.

c. Restructuring of supply-side subsidies and non-tariff subsidy reforms (including 
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power that is towards full cost recovery, while at the same time preserving price subsidies 
for low income households. ZESA, has also instituted demand side management (DSM) 
programmes16 with a view to reducing energy consumption and improving its operational
performance. The effectiveness of these measures is, however, weighed down by the
����ϐ�������������������������������������������������Ǥ�

With a quantity target approach used in current subsidy model, if supply is restricted 
�� ������ ���������ǡ����������������������������������������������������������� ϐ�����������
which is highly subsidized. The poor would then be excluded by crowding out given that 
they exhaust their resources on alternative sources of power and would not be able to 
afford electricity. Such a structure would the affect the power company, ZESA, in that 
most of its power ends up being consumed at below cost, not because consumers are not 
willing but supply is limiting consumption. 

The inclusion of supply side subsides is on the notion that supply of power is a major
determinant of the effectiveness and target performance of consumption subsidy matrix. 
ZESA’s regular request for tariff review should be a trigger to also consider supply 
����� �������� �������Ǥ� ��������� ��� ���������� ������� ����� ��ϐ����� ���� ����� ������� ���
availability of power to household, and often ZESA resort to shedding power for extended 
periods. The effective generation and technical subsides that accrue to ZPC/ZETDC might 
not be adequate to cover the loss incurred through loss incurred through subsidies 
power generation costs and margin losses. Many Sub-Saharan African countries are 
����������������������������������ǡ��������������������������������������������������ϐ�������
frequent outages, and weak social protection systems that pose serious challenges to the
design and implementation of subsidy reform (Kojima, et al, 2014).

5. ConCLuSion And poLiCy eeCommendATionS

Deductions from the study are that, with proper reforms and structuring, electricity 
connection subsides have a potential for a high impact in alleviating poverty in Zimbabwe. 
Consumption subsidies alone are not effective in improving the lives of the poor and these
need to be complemented by connection and supply side subsidies that support increased 
uptake of electricity by the poor. In other words, the low uptake and usage of electricity 
������������ ��������������ϐ���������������������������ǡ��������������������������������
subsidies, it is the poor who are technically subsidising the non-poor by exclusion due 
to limited connectivity and uptake of electricity.  The policy decision, therefore, should 
not be about whether or not subsidies should continue to be used as tool of alleviating 
poverty, rather it should be on how to reform the subsidies in order to optimize their
effectiveness in alleviating poverty. 

The study recommends policy reforms premised on a reviewed electricity subsidy 
�� =(6$ PDQDJHG� WR� LPSOHPHQW WKH� SUH�SDLG� PHWHU� SURJUDPPH�� XSJUDGH� RI� WKH� H[LVWLQJ� ELOOLQJ�

V\VWHP��DQG�HQIRUFHPHQW�RI�WKH�GLVFRQQHFWLRQ�SROLF\�IRU�VHULRXVO\�GHOLQTXHQW��DFFRXQWV�
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������ ����� ��������� �����ϐ������� ������������ ȋ���� ������� ��������Ȍ� ���� �����������
subsidies, based on household income, differentiated using geography and supported 
by supply-side subsidies (Figure 6). The model depicted in Figure 4 says the central
government should bear the cost of consumer subsidies such that investments into 
electricity generation, transmission and distribution as well as in maintenance of 
infrastructure are not compromised due to unfunded subsidies. This ensures that more 
electricity is generated with access and connectivity to electricity extended to the poor so
��������������ϐ�������������������������������Ǥ�

The connection subsidy enables the poor to afford the cost of connecting to the 
electricity grid so that their uptake of electricity is increased, potentially enhancing their 
����ϐ���������������������������������Ǥ�����������������������������������������������
to their locations which proxy their income status would be used as targeting mechanism 
���� �������� ����ϐ��������Ǥ� ���� ������� ������ ��� ������ ��� ����� ���������� ������ϐ�������Ǥ�
Those in low income (high density) areas would be regarded as the poor targeted for a 
relatively higher level of subsidy, while those in medium income (medium density) areas 
���������������������������������������������������ϐ�����������������������������������
those in high income (low density) areas would be regarded as non-poor and therefore 
may be considered as non-eligible for the subsidy. 

The upside of the proposed model is that it optimises on electricity subsidies by 
���������������������� �������������������������������������������ǡ�������������ϐ����������
poor consumer, the electricity producer(s) and the government. To the poor household, 
there is income redistribution through higher charges for high income households and 
heavy users, whilst the power companies’ income is enhanced through transfer of burden 
��������������������� ����������ǡ�������������������������������ϐ�����������������������
disadvantaging the poor. The model also assists the electricity supplier in containing 
excessive use of subsidised electricity, electricity theft and reduction of error of inclusion. 
�������������ǡ���� ����������������ϐ���������������������������ϐ��������������ǡ���������
burdening the power producer. 
�����ϐ���������������������������������������������������ǣ�

a. ��� �����ϐ���������� ��� ��� ���� ������� ��������� ��� �������� ��� ��ϐ������� ����� ��
supply tariff for consumption beyond an average consumption for the poor. An
additional block, for consumption beyond a threshold, say 1000kWh, meant to
����������ϐ������������������������������������������������������������������
use under household connections.

b. Introduction of connection and electricity infrastructure development subsidies 
in order enhance access, connection, and uptake of electricity. This can be
achieved through introducing electricity credits for a portion of the value of the
connection or infrastructure based on income levels.

c. Restructuring of supply-side subsidies and non-tariff subsidy reforms (including 

ͳ͵ͻ

,59.-.C1��;A>:-8�;2��/;:;95/?��U�|�";B1>@E��:-8E?5?�5:�,59.-.C1

���������������������ϐ����������������������������������� ��� ��������������������
consumers) and incorporate them in the consumption subsidy model.  

AReAS foR fuRTheR STudy 
����������ϐ�������ǡ������������ǡ������������ǡ��������������������������������������������
equilibrium analysis which considers individual consumption behaviors contained in 
����������Ǥ����������������ǡ����������ǡ��������������������������������ϐ�����������������������
accrue upon consumption of electricity, excluding the indirect subsidies and costs that 
�����������������������������Ǥ�	����������ǡ���������������������������������������ϐ������
�����������������ϐ��������������������������������Ǥ����������������������������������������
transferred to the poor through high level of taxation. The study, therefore, recommends 
further research that focuses on a general equilibrium analysis of the effect electricity 
subsidies, which incorporates indirect costs such as taxation paid by the poor, as well as 
supply-side subsides.
��� ��������ǡ� ���� �������� ��������� ���� ��ϐ������ ��� ���� ��������� ���������� ��� ������������

�������Ǥ��������ǡ����������������������������������������������ϐ������������������������
addition to making them pro-poor. Implicitly, the major objective for policy makers should 
����������������������������������������������������������������ϐ����������������������������
���������ϐ�����������������������������������������Ǥ���������������������ǡ�����������������
should, therefore, include subsidies to non-households, mostly on commercial. The data 
on cost of service for Zimbabwe by the World Bank shows that agricultural subsidies 
���������������������������������ϐ����������������������������������������������������
management needs to consider these. A comprehensive study on total subsidies for 
both household and non-household sectors in Zimbabwe could inform an economically 
��ϐ������������������������������������������Ǥ
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