Strategy Green business

What, no power?

How Grameenphone cracked

the energy challenge

It's the nightmare scenario for modern operators: What do you do when you have no power? This was the situation
faced by Grameenphone when the national electricity distributor announced that no new base stations would be
connected to the grid. The operator’s response was a fascinating exercise in business and risk management.

» Founded in 1997, Grameenphone (the
name means “rural phone”) is a joint venture
between multinational telecoms company
Telenor and local operator Grameen Tele-
com, a non-profit sister organization of mi-
crocredit pioneer Grameen Bank. Over the
past 14 years, Grameenphone has grown to
be the largest provider of mobile services in
Bangladesh, with more than 30 million sub-
scribers — around 44 percent market share
— across the country. Clearly the introduc-
tion of mobile telephony has been massive-
ly popular in Bangladesh.

For many vyears, rolling load-shedding
(scheduled electricity blackouts) has been
used throughout Bangladesh to allocate
scarce energy resources to the homes and
businesses of this populous country. Even
today outages of two to 12 hours a day are
common. Naturally this is very disruptive to
people’s lives, and represents an ongoing
challenge to companies.

Over the years, the government has tried
to improve the power supply. However, in
2009 the energy problems came to a head for
Grameenphone, with the national supplier
unable to provide grid power to new mobile
base stations.

TAKING POWER INTO YOUR OWN HANDS
To deal with the rolling blackouts, Grameen-
phone had been installing battery backup
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equipment as a standard part of its base-
station site equipment. Operators around
the world commonly make such arrange-
ments, backed up with generators and reg-
ular supplies of diesel to run them. Howev-
er, the increasing price of diesel and the ad-
ditional cost of regular fuel deliveries are dis-
incentives for such a solution. Noise and tox-
ic fumes also mean the use of diesel gener-
ators is unpopular in urban areas.

Grameenphone had trialed renewable en-
ergy sources for several years, and had sites
in more isolated parts of the country with-
out access to the grid. Through these trials,
it had gained an understanding of the reali-
ties of using photovoltaic (PV) modules —
solar panels — and wind generators as main-
stream sources of energy.

Furthermore, new thinking has developed
concerning the need for air-conditioning for
telecoms equipment, with such equipment
today generally being run at higher temper-
atures than before. The use of carefully de-
signed shelters with improved ventilation,
coupled with more modern equipment in-
side designed to operate at higher temper-
atures, can greatly reduce the need for power-
hungry air-conditioners to cool the equip-
ment while still maintaining reliability.

Given the improved efficiency of this new
equipment, it became possible to contem-
plate running a base station entirely on re-
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newable energy, primarily solar. And so the
stage was set for Grameenphone to adopt a
new approach to running its rural radio
network.

BALANCING RISK ACROSS THE BUSINESS
Those familiar with the changes in renewable-
energy technology, batteries, PVs and wind-
power generation know how daunting it can
be to select and invest in these technologies.
Even specialists will debate the service lives
of batteries with different temperature and
usage profiles, or the output of different
types of PVs under real-world solar and
cloud conditions.

Consequently, Grameenphone manage-
ment identified technology risk — the poten-
tial for technology change to make renewa-
ble power systems obsolete quickly — as a
major challenge to their business if they were
to make significant capital investments into
new, renewables-based systems for their
base stations.

Risk is inevitable in all business ventures.
Mobile operators in every country face mar-
ket risk (the uncertainty of attracting and sus-
taining the customer base in the face of com-
petition) and technology risk (the uncertain-
ty of key technological assets achieving their
planned service life). However, the technol-
ogy risk of investing in and maintaining an
alternative energy supply is not one faced by
most operators in developed countries.

NEW APPROACHES TO ENERGY SUPPLY
Clearly, Grameenphone had to adopt new
approaches to energy supply to allow both
the company and subscriber numbers to
grow. But management wanted this to be
achieved without excessive further techni-
cal risk.

The breakthrough came following discus-
sions between Grameenphone and its part-
ner Ericsson over a novel business solution.
The concept was that a dedicated energy-
supply company would be created specifi-
cally to build and operate the energy systems
at base-station sites. This new company
would secure the capital to invest in the en-
ergy systems, and provide the expertise to
deploy and maintain them. Grameenphone
would commit to a 10-year supply contract
or power-purchase agreement (PPA), pay-
ing for electricity at an agreed kilowatt price,
with the opportunity to buy the assets on
conclusion of the contract or in the event of
failure by the power supplier.

The first such PPA was established in Sep-
tember 2010. Since then, more PPAs have
been made with other providers, using a sim-
ilar commercial model, so that Grameen-
phone now has a diversified set of energy
providers with wide-ranging associated in-

vestors. In urban areas with larger base sta-
tions and major switching nodes, it contin-
ues to use the electricity grid, in conjunction
with high-capacity battery backup.

CHALLENGING TARGETS
For Grameenphone, the introduction of the
PPA model has meant the ability to expand
its business, and to continue to offer a high-
ly valued service to its subscribers.

Like all modern telcos, Grameenphone has
challenging targets to meet regarding
energy-usage costs and the reduction of car-
bon emissions. Specifically, its ambition is
to reduce carbon emissions by 30 percent by
2015 from a 2008 baseline, and to do so while
broadening the customer base.

Grameenphone has already made great
strides toward these targets, with major sav-
ings through new ways of working among
staff, and the impressive design of the new
company headquarters. So the new approach
to powering base stations through PPAs is
welcomed as part of the company’s strategy.
Each base station powered under a PPA
brings a 25-ton reduction in carbon emis-
sions by avoiding the use of 9,000 liters of
diesel each year.

At its core, however, the introduction of
the new PPA business model is a carefully
planned business strategy designed to en-
sure the survival, profitability and growth of
the organization, which also contributes to

),

realizing the company’s “green” targets. @
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Community power
projects in the pipeline

P It's obvious that life in rural Bang-
ladesh is very different from urban life
in Madrid or Chicago. Amenities most
of us take for granted are simply not
available, making the introduction of
new technologies very difficult.

For many isolated villagers in Bang-
ladesh, even the sporadic grid-power
supply in towns and cities seems lux-
urious. These people have little hope
of getting a grid connection in the
immediate future. So how do you
charge a mobile phone if you have
no connection to the grid?

However, the establishment of in-
dependently powered base stations
inisolated areas also creates the pos-
sibility of providing a limited energy
supply to nearby villages.

With an electricity micro-grid, lim-
ited power can be provided for do-
mestic lighting, running a health clin-
ic, for example, or even a small inter-
net café at the community center.
And of course, the charging of mo-
bile devices.

Grameenphone is investigating
the potential of such community
power projects in an attempt to iden-
tify socially sustainable models that
will lead to long-term business suc-
cess — and perhaps one day to con-
nect rural Bangladesh to Madrid or
Chicago.

Bangladesh

» Population: 157 million
» Area: 143,998 sq km

» Founded: March 26, 1997.

» Annual revenue (2010): BDT
74.7bn (USD 0.99bn).

» Market share: Approximately
44 percent (largest in the country).
» National coverage: 98 percent
of the population.

» Number of mobile subscribers:
More than 30 million.

» Employees: Approx 5,000.

» Ownership: Telenor 55.8 percent,
Grameen Telecom 34.2 percent,
public 10 percent.
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