Abstract: The Evaluation of the Free Basic Electricity Program

Free Basic Electricity (FBE) program began in 2009 to support the low income households to
access electricity. Currently, the FBE program exempts households with small meters that use no more
than 50 units consistently for 3 months from paying that month’s electricity bill. This study evaluates the
impact of the FBE program along 5 dimensions: (i) accessibility to the program’s benefit, (i) benefit
leakage, (i) benefit adequacy, (iv) behavioral distortions induced by the program’s incentive, and (v)

distribution of the subsidy’s burden.

We find that a majority of the target population have access to the current FBE’s benefit.
Furthermore, the behavioral distortions and subsidy burden from the program is considerably small. The
main concerns of the current FBE program design is the adequacy of the benefit and benefit leakage to

the non-poor households and/or households that are potentially second homes.

Given the above evaluation, we proposes 3 alternative policies that can help increase targeting
accuracy, reduce leakage, and ensure benefit’s adequacy. To improve the program’s targeting, the
government can combine information from the Government Welfare Program in 2017 with other large
administrative data sets and verification from community’s volunteers to screen for households that
might be eligible for the benefit. To improve the benefit’s adequacy, the government should consider
giving a monthly allowance that can be applied towards any category of basic needs (e.g. water,
electricity, transportation) so that the low-income households can allocate the subsidized allowance

optimally.
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