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Executive Summary

South Africa is currently grappling with a nationwide energy
crisis due to a substantial 33 GW energy shortfall. The coun-
try's 2019 Integrated Resource Plan (IRP) outlines a gradual
shift from coal to renewable energy sources, with a more
significant emphasis on this transition by 2030. However,
the current energy crisis may require an accelerated transi-
tion to change the energy sector. Positively, this crisis could
potentially create new markets and job opportunities, partic-
ularly at the local level.

Addressing political will, governance, and technical capaci-
ty challenges at the municipal level could potentially unlock
economic growth opportunities from this accelerating re-
newable energy adoption. While there is a need for skilled
workers in procuring, constructing, and operating renew-
able energy plants and manufacturing components, there is
also a need for technical expertise in managing these func-
tions at the municipal level. The HSRC's study into renew-
able energy promotion at the municipal level has revealed
that many municipalities view climate adaptation mitigation
efforts as an unfunded mandate, thus leaving the function
to Eskom to manage.’

Developing renewable energy skills is essential in transi-
tioning to renewable energies. There is a need for a pool
of skilled workers who can contribute to these plants and
factories. South Africa can learn from China's experiences

because they have adopted innovative strategies to pro-
mote renewable energy to support its economic require-
ments. South Africa’s Special Economic Zones (SEZs),
similar to China’s High-Tech Industrial Development Zones
(HTIDZs), can significantly support renewable energy com-
ponent manufacturing. The HTIDZs also prioritise technical
skill development, focusing on their renewable energy pro-
duction requirements. While boosting manufacturing capac-
ity, HTIDZs also bring together a range of stakeholders by
offering specialised incentives for incubators, universities,
investors and businesses. Such collaboration has been cru-
cial in developing renewable energy capacity in China. In
South Africa, similar arrangements with the Technical Voca-
tional Education and Training (TVET) sector and incubators
will contribute to solving the skills gap and will allow Re-
newable Energy Independent Power Producers (REIPPs) to
create long-term local jobs to maintain their facilities instead
of sourcing these from international providers.

Against this backdrop, the policy brief outlines a series of in-
terventions identified through a comparative study of South
African and Chinese adoption of renewable energy genera-
tion within a municipal context.! These recommendations
are particularly relevant for the Presidential Climate Com-
mission (PCC) as it charts a course for South Africa’s Just
Energy Transition.



Introduction

In 2022, the HSRC released a study in partnership with the
South African BRICS Think Tank (SABTT), comparing China’s
and South Africa’s transition to renewable energy adoption
and its subsequent contribution to economic development
opportunities. This study explores the views of staff from
two municipalities and private sector representatives.
These views are triangulated with a broad literature review
examining experiences in China and South Africa and pub-
lic engagements hosted by the SABTT. Later that year, the
PCC released its Just Energy Transition Investment Plan
(JET IP) 2023-27 This policy brief highlights policy recom-
mendations for the PCC in refining its Just Energy Transition
plans.?

Current national energy crisis

South Africa’s recent energy crisis has escalated, prompt-
ing businesses, industries and municipalities to generate
power. The former Eskom CEO Andre de Ruyters de-
scribed a 33 GW energy shortfall requiring ZAR1,2 trillion
expenditure to address the generation, distribution and
transmission challenges.® In dealing with these challeng-
es, President Ramaphosa proposed regulatory changes to
encourage renewable energy generation development and
increased Eskom’s maintenance budget to address weak-
nesses in coal generation.* However, while Eskom focuses
on maintaining its coal-power stations in the short term,
the country’s energy security also depends on its ability to
expand and diversify its electricity generation capabilities.
Renewable energy is considered the quickest and most
cost-effective way to address the global crisis. This point
was confirmed by the Renewable Energy Independent
Power Producers Procurement Programme’'s (REIPPPP's)
Bidding Window (BW) five's preferred bidders, where the
average cost of renewable energy in the form of wind and
solar was cheaper than the Eskom-produced coal power.®

Thus, municipalities can take advantage of these savings
and boost renewable energy generation while promoting
opportunities for local economic development.

Is renewable energy generation an unfunded
municipal mandate?

South African municipalities have Constitutional powers
to distribute electricity. While their generation capacity is
limited, it is within their mandate to generate or procure
electricity from private producers.® In the past, generation
depended on signoff from the Minister of Mineral Resourc-
es and Energy, which caused a bottleneck in the expansion
of municipal energy generation projects. This point was a
source of tension between the City of Cape Town and the
National Government, resulting in a legal challenge raised
by the city.” In October 2020, electricity regulations were
amended, allowing municipalities to procure their power, po-
tentially unleashing a new stream of power procurement.®
For instance, eThekwini plans will request proposals to con-
struct 400 MW of power generation capacity in 2023.° The
City of Cape Town procured 200 MW in 2022 and plans to
procure an additional 500 MW in 2023.° Similarly, the City
of Johannesburg is developing an Independent Power Pro-
curement Programme to procure an additional 500 MW.™
While metropolitan municipalities have commenced power
procurement plans, local and district municipalities have not
taken advantage of the revised electricity regulations.

The HSRC study also found that many municipalities per
ceive climate adaptation and mitigation strategies as an
unfunded mandate. Municipalities face challenges with
revenue collection and debt owed to their creditors, which
are attributed to weak governance and inadequate man-
agement and technical capabilities, which impact their abil-
ity to provide electricity and water services. Given these
challenges, several municipalities believe that their power
procurement programmes would struggle and preferred



that Eskom manage the power generation and distribution
functions. By not addressing these municipal capacity chal-
lenges, the country’s overall generation capacity is not op-
erating to its full potential. While the JET IP highlights the
need for a participatory approach to enhance transparency,
accountability, impact, and continual improvement,? there
is a need to focus on the local and district municipality's
power procurement strategies to address this weakness.

Economic growth opportunities

A shift from coal to renewable energy sources has the po-
tential to generate diverse employment opportunities with-
in the energy sector, possibly resulting in the creation of 2,1
million additional jobs across Africa by 2050. These projects
can promote job creation in plant construction, operation,
and maintenance, especially in rural communities near pro-
ject sites.” As a result, skills development initiatives must
be prioritised to ensure a steady flow of qualified workers is
directed toward these projects. In addition, the new plants
will also foster surrounding economies, creating indirect
jobs to service the new plants in the area.”™ Different en-
ergy forms create a varied number of jobs while decom-
missioning coal power will reduce the number of available
coal-mining jobs. There are questions about how such work-
ers might transition into renewable energy construction,
maintenance or support, given that coal plants are not gen-
erally located in wind or solar hotspots.

The high importation costs of equipment and materials
used in renewable energy plants stifle local renewable en-
ergy expansion.™ Scaling up local renewable energy plant
component manufacturing capacity could promote eco-
nomic growth through greater sector industrialisation. Giv-
en the 2019 IRP’s defined transition from coal to renewable
energy, the demand for locally produced components will
expand.’ Additionally, local components will be in higher

demand through an expanding Small-Scale Embedded Gen-
eration programme launched at the municipal level, allow-
ing consumers to sell power to their respective electricity
grids.’® Further, such plants could supply components to
the rest of the African continent, where project owners
currently import components and equipment from Europe
and Asia. Even though the REIPPPP's requirement for In-
dependent Power Producers (IPPs) to procure 40% of their
plant components from local manufacturers was discon-
tinued due to the current energy crisis, IPPs will prefer to
procure quality local components if there are clear cost sav-
ings. Given these opportunities, there are questions about
the best-policy configuration to accelerate such initiatives.
In this respect, the JET IP is silent on how to incentivise
the growth of the local manufacturing of renewable energy
components.?

Chinese experiences

China and South Africa share similarities in promoting their
transition to renewable energies, as they both primarily
source their energy from coal and are working towards
decommissioning their coal plants while launching new re-
newable energy-powered plants. In the past two decades,
China has adopted novel strategies to promote renewable
energy while supporting the needs of its economy.” The
country has invested in technology and introduced novel
policy frameworks prioritising innovation, manufacturing
and renewable energy-related trade. Given the pace of
change in China, South African policymakers should con-
sider the applicability and adaptability of China’s policy and
regulatory structures. In addition, South Africa has resourc-
es and insights that might be valuable to Chinese policy-
makers or practitioners.” This study, therefore, focuses on
promoting an exchange of ideas to build new knowledge in
solving the problems of climate change faced by all.




