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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Poverty targeting: General intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership 
Strategy  
The project will help the Government of Tuvalu expand access to modern energy services; improve the 
quality, reliability, and climate resilience of service; reduce reliance on fossil fuels for power generation; 
and reduce the cost of generation. The project will decrease the cost of supply by partially replacing diesel 
power with solar power. Tuvalu’s 2009 National Energy Policy set a national target of 100% renewable 
energy for power generation by 2025. The policy is also detailed in Enetise Tutumau 2012–2020 Master 
Plan for Renewable Electricity and Energy Efficiency in Tuvalu and in Te Kaniva 2012 (Climate Change 
Policy) and is supported by Te Kakeega III: National Strategy for Sustainable Development 2016–2020. 
The project is consistent with ADB’s Pacific Approach 2016–20201 and is included in ADB’s country 
operations business plan for 11 small pacific island countries, 2019–2021.2 

B. Results from the Poverty and Social Analysis during TA or Due Diligence  

1. Key poverty and social issues. The project will add small-scale solar and battery infrastructure to 
increase renewable energy contribution, displace diesel fuel, and help reduce and stabilize generation 
costs. All target islands have 24-hour electricity, so the project is not intended to increase electricity access 
or reliability. Thus, the new system itself will not have poverty or social impacts in the near to medium term. 
Current electricity rates do not recover the full cost of operations, especially in the outer islands. Thus, any 
net financial savings to the electric utility from increased renewable energy penetration are not likely to be 
passed on to consumers as lower electricity rates. In the near to medium term, any cost savings are likely 
to go toward closing the gap between costs and revenue. Increased renewable energy penetration will not 
result in more stable electricity rates. Rates have been fixed for more than 10 years and, in any case, the 
rates do not include a variable cost factor for fuel. Any cost savings from increased renewable energy 
penetration will help prevent or at least moderate future rate increases and/or reduce the subsidies required 
to support the electric utility which, in turn, will help release public funds for other uses. 
 

Residential electricity consumption is highly subsidized with an overall financial subsidy of approximately 
A$1 million per year which, for comparison, amounts to about 25% of annual revenue. A household 
receives the subsidy benefit of both the donors’ initial capital grant and the government’s subsidy to 
operations in proportion to the household’s electricity consumption, which is generally proportional to the 
household’s income. The more a household consumes, the more financial subsidy it receives. Since 
wealthier households consume more electricity, they tend to capture more of the financial subsidy. The 
problem is not that high and middle-income households are consuming too much electricity but that they 
are consuming too much subsidy, while low-income households consume too little electricity and receive 
too little subsidy. Even though residential electricity is highly subsidized overall, poor households are not 
consuming enough electricity to gain a full measure of the potential social, poverty, and gender benefits. 
 

The subsidy issue is most extreme in the outer islands, which account for 45% of the population. Across 
the target outer islands, the poorest decile of households consumes only 0.6% of the electricity and 
receives only 0.5% of the subsidy, whereas the wealthiest decile consumes 26.4% of the electricity and 
receives 25.2% of the subsidy. Roughly one-third of outer island households have a member drawing a 
government salary, and those households tend to be ones that consume the most electricity and thus 
receive the bulk of the government subsidy. In contrast, poor households lack government employment 
and receive little of the government electricity subsidy. On Funafuti, most of the residential electricity 
subsidy goes to middle-income households that consume 100–400 kWh per month. The poorest 
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households consume only a few kWh per month and receive a subsidy of only a few dollars per year, 
whereas households consuming 100 kWh per month receive a subsidy of $254 per year. Wealthy 
households that can afford a monthly electricity bill of $560 while consuming about 1,000 kWh receive the 
same annual subsidy ($22) as households that can afford only $2 per month while consuming 7 kWh. 
2. Beneficiaries. Virtually all Tuvalu households are connected to the public electricity network. The project 
infrastructure together with the tariff review will lead to enhanced cost efficiency and economic stability of 
the electric utility, which will benefit virtually all households indirectly over the long term. Those households 
might be taken to benefit in proportion to their electricity consumption, however, which strongly favors 
wealthier households because they consume much more electricity than poorer households. The project 
will thus recommend restructuring residential electricity tariffs to shift more of the subsidy to poorer 
households. Poorer households (roughly the bottom quintile of households who consume less than 100 
kWh per month) will thus be the primary beneficiaries of tariff reform. The project will also design and carry 
out a national public awareness program on household electricity demand management. Households 
across all income levels will benefit from the program. 
3. Impact channels. Poor and vulnerable groups will benefit from the project through a shift of subsidies 
from wealthier to poorer households, and learning more efficient electricity consumption behaviors. 
4. Other social and poverty issues. The project will not directly address affordability of household electric 
appliances and tools, but could enable their purchase through reduction of recurring electricity expenses. 
5. Design features. Two pro-poor design features address the poverty and social issues raised above. 
First, the tariff review will identify the amounts and distribution of financial subsidies and then recommend 
new tariff rates that will shift the bulk of subsidies. This will increase consumption by low-income 
households —notably including increasing the use of labor-saving appliances and tools—and thus provide 
them the full social, poverty, and gender benefits. Second, the project will develop and carry out a national 
public awareness program on electricity demand management to help households manage their electricity 
consumption more efficiently and thus gain greater benefits at lower cost. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. The tariff review includes broad-based stakeholder 
consultations to increase understanding of and develop a consensus on tariff reform. The public awareness 
program on residential electricity demand management will be delivered directly to the public. 
2. The public awareness program on residential electricity demand management will be developed with 
and carried out in collaboration with the Tuvalu National Council of Women and its local chapters. 
3. Civil society organizations. Public stakeholder consultations on Funafuti will be organized through civil 
society organizations. Consultations on the outer islands will be organized by local government and (to 
ensure active participation of women) other meetings will be organized by local chapters of the Tuvalu 
National Council of Women. The public awareness program on residential electricity demand management 
will be carried out through local chapters of the Tuvalu National Council of Women. 
4. The following forms of civil society organization participation are envisaged during project 
implementation, rated as high (H), medium (M), low (L), or not applicable (NA): 
        Information gathering and sharing (L)    Consultation (L)   Collaboration (L)    Partnership 
(NA) 
5. Participation plan. 
        Yes.     No.  Installation of small-scale renewable electricity infrastructure and enhanced 
institutional capacity of the government electricity corporation do not require civil society participation. Two 
smaller pro-poor design elements will involve civil society participation and will be planned accordingly. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: Effective gender mainstreaming 

A. Key issues. Women account for 48.6% of the total population of Tuvalu, which is 11,206 (mini-census 
2017). The government-owned electric utility company has only five female employees (of 55 total 
employees) with none working in technical or field positions. Although the company is short of skilled 
workers and would like to increase the hiring of females, it has no formal gender policy as part of its human 
resource policy and no strategy for increasing female employment overall or in skilled positions. Tuvalu’s 
National Gender Policy, 2016 recognizes that social, cultural, and economic barriers limit full participation 
of women in economic participation. The current tariff structure and distribution of subsidies for residential 
electricity consumption favor wealthy and middle-class households. As a result, poorer households do not 
commonly use household labor-saving appliances and tools that would provide important benefits of 
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improved health; reduced drudgery of household chores for women; and a resulting increase in available 
time for formal education, income-generating work, childcare and community activities. 

B. Key actions. 
       Gender action plan 
Key GAP actions: (i) fund, advertise, and award two academic and/or practical training scholarships of up 
to 2 years each for two Tuvalu women and hire them on graduation to relevant technical positions; (ii) 
develop a gender policy for human resource management for the electric utility company in consultation 
with the Tuvalu National Council of Women; (iii) ensure a gender-sensitive tariff review of residential 
accounts with analysis and recommendations on subsidies and tariffs to increase the use of labor-saving 
appliances and tools among low-income households; (iv) collaborate with the Tuvalu National Council of 
Women to develop and carry out a public awareness program on household electricity demand 
management; and (v) collaborate with the Department of Gender Affairs and the Tuvalu National Council 
of Women to carry out a business skills trainings on income opportunities from electricity supply. 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:   C  
1. Key impacts. No involuntary land acquisition and resettlement impact. A legacy issue from government 
land reclamation on the lagoon foreshore, which is owned by the Crown, and another from the lapse of 
government land leases because of lengthy negotiations over the 5-year update of the lease rate exist. 
2. Strategy to address the impacts. The legacy issue from the government’s foreshore reclamation is 
being rectified by implementation of the proper legal protocol. The legacy issue of lapsed government 
leases is being rectified by agreement on the new lease rate. 
3. Plan or other Actions. 

   No action  

B. Indigenous Peoples   Safeguard Category:   C 
1. Key impacts. Not applicable.    Is broad community support triggered?       No 
2. Strategy to address the impacts.  Not applicable. 
3. Plan or other actions. 

   No action       

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  
1. Relevance of the project for the country’s or region’s or sector’s labor market:  Not significant (L). 

 unemployment (L)   underemployment (L)    retrenchment (L)    core labor standards (L) 
2. Labor market impact. No significant impact. 

B. Affordability 
The project will improve affordability of electricity for poor households by facilitating reform of the residential 
electricity tariff to direct a larger portion of subsidies to poor households. 

C. Communicable Diseases and Other Social Risks  
1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):  

   Communicable diseases (L)     Human trafficking (NA)   
   Others (please specify) ______________ 

2. Risks to people in project area. 
No significant risks. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Performance targets and monitorable indicators that address poverty reduction 
and inclusive social development will be determined when those programs are designed. 
2. Required human resources. The PMU and the CSC will each include a social, poverty, and gender 
specialist to monitor related impacts of the project, such as tariff review and restructuring. 
3. Information in the PAM. The PAM details the roles of the PMU and CSC in implementing and 
monitoring the GAP and social measures, including awareness activities and establishment of sex-
disaggregated indicators for project performance and monitoring.  
4. Monitoring tools. The PMU assisted by the social safeguards and gender specialists will submit 
quarterly progress and semiannual GAP and safeguards monitoring reports to ADB and the government. 
ADB = Asian Development Bank, CSC = construction supervision consultant; GAP = gender action plan; kWh = 
kilowatt-hour; PAM = project administration manual; PMU = project management unit. 
Source: ADB 


