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FRAMING THEORY AND CONCEPTS

1.1

Authors:

Introduction

Mark Swilling, Megan Davies, Holle Wlokas

1.1.1 FROM ‘ENERGY TRANSITION’ TO ‘ENERGY
DEMOCRACY’

South Africa is faced with myriad changes to its economy, landscape and social fabric as
the shift away from fossil fuels calls into question the century-long reign of coal, as the
most prominent feature of the country’s electricity system. These changes are imminent,
incremental, drastic, existential, and urgent all at once. Driven by climate change, the
changing economics of energy, and a growing awareness of the socio-ecological externalities
of fossil fuels, countries across the world, are tasked by international policy agreements to
decarbonise and advance low-carbon development pathways. To this end, renewable energy
was formally introduced into South Africa’s energy policy landscape in 2011, under the
banner of the Renewable Energy Independent Power Producer Procurement Programme
(REIPPPP). Since then, the last decade has allowed the country to catch a glimpse of what
the future energy landscape might entail, where renewable energy infrastructures form the
basis of our electricity system and power a low-carbon economic development trajectory
that meets the countries triple challenge of poverty, inequality and unemployment. In this
collection of essays, we take a closer look at the lessons and insights emerging from the last
decade, with the hope that this reflection allows us to shape the direction of South Africa’s
inevitable energy transition.

The South African transition from a coal-based economy to one powered by renewable
energy (RE) is well underway, albeit highly contested. Utility-scale solar and wind farms
are mushrooming around remote towns in the Northern Cape, Western Cape and Eastern
Cape. Place names like Poffadder, Upington, De Aar, Hopeﬁe-l'd, Loeriesfontein, Cookhouse,
Humansdorp, Caledon, Kathu, Kakamés, Sutherland and Alice need no longer be associated
with images of dusty rural backwaters with little hope of prpviding their respective citizens
with viable livelihoods. On the contrary, thesé towns and surrouriding communities are now
the sites of South Africa’s r'ﬁajor renewable energy projects.




Of course, some of the local towns have historically benefitted from ‘economic anchors’,
such as the University of Fort Hare in Alice, iron ore mining in Kathu, and the astronomical
observatory in Sutherland. However, none have hitherto experienced the kind of sustained
investment that has accompanied the commencement of the Renewable Energy Independent
Power Producer Procurement Programme (REIPPPP) in 2011.

This edited collection of essays by a diverse group of South Africans, aims to critically engage
and discuss the REIPPPP, with a view to informing policy and practice in the governance of
South Africa’s changing electricity system. The collection is primarily an output of the CST
Energy team, a group of researchers based at the Centre for Sustainability Transitions at
Stellenbosch University. Inone way or another, all the contributors are connected toresearch
collaborations linked to the CST. Many of the authors are students that have graduated from
the MPhil in Sustainable Development programme, during which time they formed part of
the CST Energy team. Contributions were written during 2019 and 2020, and the collection
assembled during the course of 2021. Even in this time, the energy sector has changed
rapidly and at the time of publication, the latest round of the REIPPPP (bid window five) has
just been announced by the Minster of Mineral Resources and Energy. Nonetheless, while
the procurement programme may be evolving, and the electricity sector faces continual
pressures to transform, the lessons from the research presented in the collection have
considerable value for the way in which policies and regulatory changes to expand the reach
and penetration of renewable energy are designed and implemented.

The REIPPPP provided the enabling framework for mobilising the direct and indirect
investments that kickstarted the South African energy transition, that is, the shift away
from the dominance of fossil fuels towards the integration of renewable energy (RE) into
the electricity system. South Africa faced an electricity supply-side crisis in the late 2000s
and was under pressure to respond to global climate change commitments. In light of this,
the South African government initiated a process to design a policy instrument for the
procurement of utility-scale RE, which culminated in the launch of the REIPPPP in 2011.
The design of the REIPPPP took place within the regulatory framework governed by the
Department of Energy (DoE) (which later became the Department of Mineral Resources and
Energy (DMRE) in 2019), in accordance with the Integrated Resource Plan (IRP) 2011.

The resulting policy instrument and the ‘rules of the game’ it stipulated were configured in
response to the electricity sector’s challenges at the time, and in the prevailing context of
established and stable policy and regulatory frameworks. Additionally, the programme was
conceptualised as the country’s flagship emissions reductions strategy following the South
African Renewables Initiative which was touted at the 17th Conference of Parties (COP 17)
hosted in Durban, by the South African government (Rennkamp, 2019). The Independent
Power Producer (IPP) Office was set up as something of a ‘custodian’ of the REIPPPP,
mandated to mobilise investment to finance the provision of electricity from RE sources and

to oversee the implementation of this carefully designed set of policy rules.

This background is helpful in understanding why and how the REIPPPP was designed and
implemented. However, adecade later, it isimportant to interrogate whether the programme
remains fit for purpose to address the ever-worsening crisis faced by South Africa’s electricity
system.

The details of the REIPPPP’s design are significant in terms of the place-based investments
they have triggered. In addition to the South African Broad Based Black Economic
Empowerment (BBBEE) rules, every wind and solar farm must spend a proportion of turnover
within a 50km radius, or the district municipal boundary, on socio-economic development
(SED) and enterprise development (EnD) and at least 2.5% of the project must be locally- and
black-owned. The projects also bring with them job opportunities during the construction
phases.

In total, the combined SED and EnD expenditures are estimated to be ZAR30.3 billion over
the period 2013 to 2033 (IPP Office, 2019). 92 such projects have been approved, and by
2019, 62 were complete and operational. By March 2018, total investment was ZAR209
billion, of which only 20% (ZAR41.8 billion) was from foreign direct investment (FDI).
Accordingtothe rules of the REIPPPP, 40% of the shares of all independent power producers
(IPPs) must be owned by broad-based black economic empowerment (B-BBEE) entities, thus
significantly increasing black ownership of South Africa’s energy assets. Fifty-two percent
of the shares in IPPs were owned by South Africans in 2018, of whom 33% are black South
Africans (including the 9% owned by local communities, usually via community trusts). Black
South Africans, therefore, have a larger stake than white South Africans, but are overallin a
minority relative to total shareholding (33% of the total). South Africans provided 91.7% of
the total debt and 80% of equity (IPP Office, 2019).

In this edited collection of essays, researchers and practitioners, occupying varying
positionalities in the energy sector, reflect on their experiences in grappling with the
REIPPPP’s implementation in the communities in which IPPs have rooted themselves. The
significance of these insights must be located within an understanding of South Africa’s
unfolding energy transition and in clear view of the electricity outlook spelled out by the
Integrated Resource Plan (IRP) 2019.
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1.1.2 SOUTH AFRICA'S ELECTRICITY OUTLOOK

The publication of an updated electricity roadmap for South Africa, namely the Integrated
Resource Plan (IRP) of 2019 marked a decisive turning point because, for the first time,
the South African government has linked the decommissioning of the country’s fleet of
coal-fired power stations to massive investments in renewable energy over the next two
decades. The significance of South Africa’s approved IRP 2019 must not be underestimated,
as it determines the policy framework within which the transformation of the total installed
capacity will take place. In essence, it is the key policy framework that will drive the energy
transition.

The IRP maps out various future scenarios, one of which, the ‘least cost’ option, envisages
meeting all future energy needs using a combination of renewables, plus gas. This is not,
however, the preferred option, from the perspective of a least-cost electricity system. The
preferred and selected option provides for 1 500MW of coal-fired energy in addition to
approximately 20 OOOMW of wind and solar power. Yet, in light of the withdrawal of most
of the largest financial institutions from the coal sector, it is safe to assume that funding
for new coal-fired power stations in South Africa will not, in fact, materialise. We are also
assuming that, as hinted in the IRP 2019, the failure to fund new coal-fired power stations
will result in restrictions being lifted on further investment in renewables beyond the 20
O0OOMW provided for in the preferred and selected scenario. Between these two assertions,
the place of renewable energy in South Africa’s future electricity sector, is sure to rise in
prominence. Thus, itis atimely opportunity to consider the lessons and insights from adecade
of implementing utility-scale renewable energy projects made possible by the country’s
flagship emissions-reductions programme.

As the future of coal remains integral to South Africa’s electricity sector, the management of
coal mine closures, and the socio-economic implications thereof is a subject of considerable
research (Burton, Caetano & McCall,2018). The IRP 2019 stipulates a clear decommissioning
timeframe and areduced place for coal in the future energy mix. However, taking into account
the age of the fleet of current power stations, most future projections estimate that all power
stations (excepting Medupi & Kusile) will have to be decommissioned by 2041 (Steyn, Burton
& Steenkamp, 2017).

Since the first IRP in 2010, there has been little doubt that RE will remain a permanent part
of the energy mix in South Africa. However, between 2014 and 2019, there has been policy
uncertainty about the extent of renewables in that mix (Wright et al., 2016, Steynetal.,2017).
Thanks largely to the drastic drop in the price of renewables (rather than to a commitment
to responding to climate change), the IRP 2019 brought this period of policy uncertainty to
an end by providing for a significant - albeit capped - role for renewable technologies in the
country’s energy future. In total, an allocation of 20 000MW for RE sets the stage for a rapid
expansion of the sector.

South Africa is the most coal-dependent industrial economy in the world (Parr, Swilling &
Henry, 2018). The mineral-energy complex has always been at the heart of South Africa’s
modern economy (Fine & Rustumjee, 1996). However, as demonstrated in some of the
statistics above, and elsewhere throughout this collection, the energy world is changing
rapidly. South Africa has the unique opportunity to become the world’s first developing
country to implement an ambitious just transition to a sustainable decarbonised economy
over the next 20 years. This is because South Africa has three unique characteristics:

1. South Africa has an old fleet of coal-fired power stations that must be
decommissioned over the next 20 years (following the logic rather than the
letter of the 2019 IRP).

2. South Africa has exceptional solar radiation and wind resources spread out over
a vast geographical territory.

3. South Africa has one of the fastest growing renewable energy sectors in the
world, complete with a mature regulatory framework and domestic financial
support system (involving both development finance institutions (DFls) and
private banks).

South Africa also has severe socio-economic and environmental challenges. It is well known
that South Africais the most unequal society in the world. The so-called ‘state capture’ years
(2008 to 2017), during the presidency of Jacob Zuma, brought to an end a sustained period
of economic growth since the 1960s that resulted in the creation of over two million new
jobs(Bhoratetal.,2017). The primary symptom of the ‘state capture years’ (withdeeper roots
in the pre- and post-1994 democratic transition) was the hollowing out of the state-owned
enterprises (SOEs) (Bhoratetal.,2017). Economic growth rates since the state capture years
have remained low, due in large part to the financial crisis of the SOEs and in particular of
Eskom, South Africa’s power utility. It is also a well-known fact that South Africa is one
of the most carbon-intensive economies in the world, contributing disproportionately
high amounts of carbon relative to the size of its population and economy (Parr et al.,
2018). South Africa’s Nationally Determined Contributions (NDC) commitment as per the
Paris Agreement does, however, commit South Africa to decarbonisation. We maintain
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that the energy transition provides the best possible opportunity for addressing many of
these challenges and argue that the energy democracy perspective ensures that this energy
transition will amount to more than the decarbonisation of the South African economy.

The energy transition could trigger the largest industrialisation programme since 1994,
stimulate economic growth by lowering energy costs and catalysing total investment, and
mitigate the job losses caused by the inevitable closure of the coal-fired power stations. A
well-managed energy transition could shift South Africa from being a laggard in the global
energy transition, to one of the readiest coal-based developing nations. This process of
coupled ‘decarbonisation plus reduced inequalities’ would amount to a just transition to
energy democracy.

1.1.3 PROBLEMATISING THE REIPPPP

There are two diametrically opposed interpretations of the REIPPPP. The first belongs to
those who regard the success of the REIPPPP as confirmation that private-sector delivery
of energy is more efficient and effective than public-sector delivery. According to this
view, the REIPPPP is the appropriate framework for managing the energy transition. The
second interpretation regards the REIPPPP as a framework that has allowed profit-seeking
investors into the energy delivery sector in a way that compromises the nature of energy as
a public good. According to this view, the REIPPPP must be scrapped and replaced with a
framework that empowers Eskom, municipalities and communities to become the primary
delivery mechanisms for the energy transition.

In our view, both of these interpretations of the REIPPPP have merit. The lessons from the
implementation of the REIPPPP suggest that, going forward, we need a policy and regulatory
framework that enables all three delivery modes: private sector (in line with the current
design of the REIPPPP), public utility and community-based. These delivery modes need
not be mutually exclusive. For example, the public-utility mode can work in combination
with the community-based mode. Similarly, there is nothing stopping a private sector-led
delivery vehicle partnering with a municipality as a major shareholder. Yet the REIPPPP in
its current form only provides for private-sector delivery. Indeed, there are provisions in the
REIPPPP that explicitly prohibit a range of public-sector institutions from preparing bids for
RE contracts.

Whereas the goal of an energy transition is to decarbonise the South African economy to
align with global trends, the goal of energy democracy goes further: a just transition to a

decarbonised economy that is more inclusive, socially just and environmentally sustainable.
Advocates of energy democracy take seriously the urgent global requirement to accelerate
the energy transition, but do not believe the shift will be possible if it is driven by for-profit
investors operating under traditional market conditions. Entrusting the energy transition to
the market - and the price wars, hyper-financialisation and mergers and acquisitions this
would inevitably involve - would create a few gigantic renewable energy companies, with
little benefit for anyone else. Mirroring the dynamic that transformed the internet into
a market dominated by a few global corporate behemoths, the outcome of entrusting the
energy transition solely to private companies would not be an inclusive just transition.

1.1.4 KEY ARGUMENT IN THIS COLLECTION

In light of this context, the argument presented with this collection of essays is detailed
below.

while the REIPPPP has enabled the initial
investments in RE, it was not designed as an enabling framework for the much more
ambitious energy transition envisaged inthe IRP 2019 (or what we anticipate will followin
subsequentupdatesofthe IRP).Indeed,itisourviewthatrelyingonthe REIPPPPtodeliver
all future renewable energy infrastructures will ultimately obstruct the energy transition.
The main reason for this claim is that the REIPPPP enables private companies to be the
only entities authorised to invest in and generate utility-scale RE. It is our view that this is
far too limited. That said, we think there is much to be learnt from the implementation
of the REIPPPP during the period 2011 to 2020. Our aim in this collection of essays,
then, is to document lessons from the implementation of the REIPPPP, with an eye on
the future trajectories and potentials of the just energy transition. Indeed, by providing
for investment in privately-owned renewable energy infrastructures, the REIPPPP in its
current form may have a role to play going forward. However, either via modifications of
the REIPPPP or via separate frameworks, it will be essential to also make provision for the
delivery of renewables via public utilities at national and local level, and via community-
owned and/or social enterprise vehicles. All three - private, public and community - have
arole to play in ensuring the effective implementation of the energy transition over the
next two to three decades.

13



14

the energy transitionis a necessary, but not
a sufficient, condition for realising what we refer to as ‘energy democracy’. The energy
transitionis primarily about decarbonising the South African economy using the cheapest
available energy technologies in order to revive economic growth and respond to climate
change. As discussed below, the end result will be a national economy that is aligned with
the direction of the global economy. For many, this is a noble goal in and of itself. In our
view, though,itis not ambitious enough. Thereis agreater opportunity herefor radical and
beneficial change, contained in the nature of renewable energy infrastructure. In other
words, following the logic of the energy democracy literature (Burke & Stephens, 2018),
the decentralised and distributed nature of renewable energy infrastructures provides
the basis for fundamentally re-thinking the social, political and economic potential and
implications of renewable energy for society. We shall elaborate on this exciting prospect
further below, and elsewhere throughout this collection.

1.1.5. ENERGY DEMOCRACY IN BROAD
STROKES

Theempirical reality framing our analysisis that the global transitiontorenewable energy
is already underway. This is demonstrated by extensive public and private investmentsin
RE, which hit USD 272.9 billion in 2018 and USD 282.2 billion in 2019, far outstripping
investments in new fossil fuel generation (Frankfurt School-UNEP Centre/BNEF, 2020).
In fact, the 2018 capacity investment in RE was triple that in new fossil fuel generation.
According to REN21 (2019), RE had another record-breaking year in 2019, as installed
power capacity grew more than 200 gigawatts (GW) - its largest increase ever (REN21,
2020). Investment in 2018 in RE power technologies accounted for 65% of all new
generating capacity (excluding large hydropower) (REN21, 2019). In 2019 these figures
rose with nearly 78% of the generating capacity that was added globally is accounted
for by wind, solar, biomass, waste, geothermal and small hydro (Frankfurt School-UNEP
Centre/BNEF, 2020). Extensive investment has corresponded with precipitous price
reductions, in particular, for solar photovoltaic (solar PV) and wind energy (Frankfurt
School-UNEP Centre/BNEF, 2020).

Itis now clear that the rapid growth of RE infrastructures across all world regions has inspired
the imaginaries starting to emerge from the energy democracy movement. What unites the
energy democracy movement is the vision of a decentralised and distributed RE system and
mode of governance. This is counterposed to a centralised RE, a vision which is propagated
by energy corporates (Strachan, Cowell, Ellis, Sherry-Brennan and Toke, 2015), many energy
utilities, large-scale investors, development finance institutions (DFls), policy elites and the
technical professions building RE infrastructures around the world.

Conceptually, we proceed from a strategic approach best described as ‘energy democracy’.
Energy democracy is essentially a developmental perspective on the energy transition, but
with a strong emphasis on place-based institution-building. To achieve this, a just transition
is required that can only be achieved if the state sets ‘rules of the game’ that provide for
all three delivery modes (private, public and community-based) within a framework that
strongly favours local economies.

The energy democracy literature engages with the role of civil society, community
organisations, labour unions, and grassroots social movements, and demonstrates that
these diverse constellations of actors are vital in shaping transition processes (Walker &
Devine-Wright, 2008; Hargreaves, Hielscher, Seyfang & Smith, 2013; Wirth, 2014; Hicks &
Ison, 2018; Creamer, Taylor, Veelen, Walker & Devine-Wright, 2019). This has led to recent
investigations into the democratic possibilities of RE infrastructures and the increasing
diversity of stakeholder participation in contesting their formation and directionality (Becker
& Naumann, 2017; Burke & Stephens, 2017; Hess, 2018).

As a movement and concept, energy democracy foregrounds the divergent materiality of RE
infrastructuresinour effortsto cultivate generative and sustainable imaginaries of the future.
Here, the divergent materiality of RE infrastructures refers specifically to the perceptible,
material characteristics of the array of socio-technical RE configurations that exist in space,
across diverse physical locations. Pointing out the opportunities opened up by the shifting
spatiality of RE infrastructures, energy democracy advocates claim that dispersed and
decentralised infrastructures might also enhance transformative and democratic outcomes
in the energy transition.

While being supportive of ‘community ownership’ of RE infrastructures (especially
important in the early stages of pushback against the centralised corporate system), the
energy democracy movement realises that, in order to get to scale with the necessary speed
demanded by climate change, public utilities of one kind or another will have to play a major
role in creating a new, de-commodified, RE infrastructure which supports the proliferation of
locally-controlled RE generators. These locally-controlled RE generators can take the form
of municipal entities, or non-state collective structures like cooperatives (predominant in
Denmark and Germany) and/or social enterprises (Strachan et al., 2015).

While the energy democracy literature embraces a wide range of emergent forms that
the decentralised approach can take, it is important to point out that not all actors and
analysts use the label ‘energy democracy’ to self-identify their practices. These emergent
forms include re-municipalisation (Becker, Beveridge & Naumann, 2015; Moss, Becker
& Naumann, 2015; Becker & Naumann, 2017; Routledge, Cumbers and Derickson,
2018), cooperatives (Bolinger, 2005; Nolden, 2013; Yildiz, 2014; Bauwens, Gotchev &
Holstenkamp, 2016; Kalkbrenner & Roosen, 2016; Van Der Schoor, Van Lente, Scholtens &
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Peine, 2016; Debor, 2018; Mey & Diesendorf, 2018), community energy (Seyfang, Park &
Smith, 2013; Strachan, Cowell, Ellis, Sherry-Brennan & Toke, 2015; Magnani & Osti, 2016;
MacArthur & Matthewman, 2018; Madriz-Vargas, Bruce & Watt, 2018) and partnerships
of various kinds (Bolinger, 2005; Davies, Swilling & Wlokas, 2017; Wlokas, Westoby & Soal,
2017). Table 1 below contrasts the vision of advocates of energy democracy with ‘others’; in
other words, the decentralised alternative to the current widespread centralised approach.




Topic

Analysis of the
crisis

Solution to the
crisis

Structural aim

Programmatic
approach

Socio-economic

change agents

View of energy

TABLE

Centralised model

The climate crisis is separate
from the economic crisis. This
implies that the climate cri-

sis can be resolved without
addressing the economic crisis,
and vice versa.

The solution to the climate
crisis is to replace fossil fuel
energy with renewable ener-
gy in order to transitionto a
decarbonised capitalism. The
solution to the economic crisis
is seen as a separate matter.

Decarbonise the current eco-
nomic system without funda-
mentally changing it.

Reduce greenhouse gas emis-
sions, mainly through market
mechanisms and new tech-
nology, but within the current
structure of corporate eco-
nomic and political power.

Those who have benefited
most from the current global-
ised capitalist system: corpora-
tions and supporting states.

Energy is a commodity, the
basic enabler of capital accu-
mulation and an expanding
growth economy, all of which
increase the contradictions
of the existing economic and
political system.

2018:84)
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Decentralised model

The economic and climate crises are
inextricably linked - an integrated cri-
sis reflecting the collision of globalised
capitalism with the Earth’s ecological
limits.

Replace the globalised capitalist sys-
tem and its inherent growth dynamic
with sustainable economic devel-
opment based on renewable energy
to meet the needs of human beings,
rather than the needs of capital accu-
mulation.

Transition to a new, decarbonised,
ecologically sound, life-sustaining eco-
nomic system that can serve the needs
of the world’s peoples.

Create an alternative, equitable
social and economic order based on
democratic principles and an energy
platform that seeks to replace the
corporate energy establishment with
alternative institutions.

Those most impacted by globalised
capitalism: workers, low-income com-
munities, and communities of colour.

Energy is a resource, a basic enabler
of economic life - to be democratised
and harnessed to meet human needs
and transition to an ecologically sus-
tainable economic future.

Two strategic frameworks for advancing RE futures (Source: Burke and Stephens,

The specific nature of the material configurations of RE infrastructures helps explain the
emergence of the energy democracy movement. The three most obvious features are their
modular nature (from 1KW to 30MW), their geographical dispersal across a large number
of locales, and how rapidly they can be installed (Burke & Stephens, 2018: 83). Together, this
means that specific citizens/groups can, by drawing on the unique relational character and
cultural capabilities of their context (for example, a history of cooperatives in Denmark and
Germany), activate installations ranging from a small solar home system, to multi-million
dollar investments in utility-scale renewables.

Having broadly explored the energy transitions literature and the energy democracy
movement, we aim to clarify these various concepts, which are integral to the argument put
forward in this collection.

e Energy democracy is a developmental approach to the energy transition. At its core, the
concept of energy democracy concerns the transformative potential of moving away
from a reliance on fossil fuels, towards a multiplicity of socio-technical configurations of
renewable energy.

e Theenergy transitionreferstothe move fromaglobaleconomy based onfossil fuel toone
based on renewable energy. Achieving decarbonisation also entails providing affordable,
renewable energy. As such, an energy transition cannot just be anincrease in RE, but also
the strategic dismantling of the fossil fuel industry.

¢ A developmental perspective on the energy transition is what distinguishes energy
democracy from the narrower goals of decarbonisation. Development is understood as
the self-defined social process that advances social-ecological wellbeing, while creating
the structural conditions for the process of development itself (Castells & Himanen,
2014). Another dimension of development is about facilitating resourcefulness (Westoby
& Kaplan, 2013) in the form of individual and collective capabilities (Evans, 2002).

¢ We conceptualise energy democracy as a strategic and normative orientation towards
a desirable future and a transformed world. In this way, we approach energy democracy
as a developmental approach to the energy transition that emphasises the dimensions of
relatedness, embeddedness-in-place and resourcefulness.
e Relatedness refersto the complex interactions that constitute social-ecological systems
e Embeddedness-in-place refers to the connection to context and location
e Resourcefulness refersto the development and cultivation of individual and collective

capabilities

e Inorder torealise a transformed world characterised by relatedness, embeddedness-in-
place and resourcefulness, just transition processes need to be activated and animated.
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Just transition process are framed as intensely political process of socio-technical
reconfiguration that has the potential to shape the allocation of power, distribution of
resources, and structure of the political economy.

e We view procurement design as a key mechanism through which energy democracy can
be advanced, and just transitions can be negotiated.

1.1.6 WHAT FOLLOWS IN THE BOOK

We have assembled this collection of essays across five sections. The intention with this
publication is to present a series of insights from practitioners and researchers about

the role of renewable energy in South Africa’s ambitions to achieve decarbonisation and
development. The reader is invited to meander through these different offerings, dipping
into each of these sections depending on their interest and positionality in the energy sector.

Part One: Framing theory and concepts

As well as the introduction, Part One is intended as a framing of the theories and concepts
employed in this collection of essays. In Chapter 1.2, reflects on a decade

of academic research and the sustained inquiry into the developmental potential of the
REIPPPP. This chapter demonstrates the importance of such sustained academic support for
the growing sector, as an important input into its growth and evolution.

Part Two: Explorations of current policy and practice

In Part Two of the collection, we present a number of essays that explore dynamics of current
policy and practice in South Africa’s energy transition. Each of these make use of different
conceptual vantage points, take a national level perspective, and explore distinct elements
of the REIPPPP.

The starting point for this section is Chapter 2.1. A Guidebook to the REIPPPP, which is an
offering from that provides the basis for understanding
the utility-scale procurement programme explored through the rest of this collection. The
chapter reflects on the place of energy in South Africa’s political economy, thus reinforcing
this critical investigation of the nature of the country’s unfolding energy transition, and
spells out various phases in the emergence of the utility-scale procurement programme.
This chapter is helpful in setting in place an understanding of the various dimensions of the

REIPPPP’sdesign and establishes a high-level understanding of exactly how this procurement
programme works. It also provides the rationale for the remainder of the essays in Part

Two with their various vantage points intended to make sense of the socio-economic and
developmental implications of the design and implementation of the REIPPPP. In the second
chapter in Part Two of the collection, Chapter 2.2. Towards a social license to operate through
benefit-sharing based upon good development practices, and

further consider the role of the private sector in the energy transition, through the notion
of a social license to operate. This is followed by exploration of the strategies
of economic development practitioners to deliver community benefits in the REIPPPP. In
Chapter 2.3. Institutional practices in community benefit delivery in the REIPPPP, particular
focus is given to the ‘institutional work’ that diverse actors undertake to create, maintain and
disruptinstitutionsinthe course of developingproject proposals and delivering the associated
community benefits. exploration in Chapter 2.4. The participation of
black woman-owned businesses in the REIPPPP, investigates the extent of the exclusion of
black woman-owned businesses in the REIPPPP and explores possible strategies to improve
these levels of participation. Part Two is concluded with Chapter 2.5. Socio-economic impacts
of renewable energy deployment on marginalised communities in South Africa, which is a mixed
methods analysis by and that investigates the co-benefits of
decarbonising the power sector.

Each of the chapters in Part Two employ different conceptual orientations (from co-benefits,
institutional work, social performance and intersectionality amongst others) to make sense
of national-level dynamics of the REIPPPP. In Part Three we invite readers to consider
insights and lessons from a series of place-based case studies in the REIPPPP. Each of these
locate the national-level dynamics explored in Part Two within specific places where the
implementation of the REIPPPP is experienced by local communities

begins with reflections from the Western Cape in Chapter 3.1. Empowering local
communities through utility-scale renewable energy: A case study of Hopefield Wind Farm.
follows with another case study from the Northern Cape in Chapter 3.2.
Experimenting with regional
collaborative governance: the ZF Mgcawu District Development Coordinating Forum. Finally,
and presentinsights fromalocal municipality inthe Northern
Cape, in Chapter 3.3. A Corolla or a Porsche? The case of renewables in local economic
development in De Aar. The
case studies in Part Three shed some light on the place-based developmental implications of
the REIPPPP and what the particular design of the procurement programme has meant for
diverse actors implicated in bringing the programme to life.

In Part Four we begin to consider insights for future policy and practice, presenting readers
with tentative ideas about the ways in which renewable energy might be imagined, governed
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and implemented in ways that advance decarbonisation and development priorities.

Part Four begins with a reflection by Megan Davies on the multiplicity of ways that the just
transition is interpreted in South Africa, in Chapter 4.1.Towards just transitions? Emerging
insights from the REIPPPP.

Michelle Cruywagen, Megan Davies and Mark Swilling, in Chapter 4.2. Jobs and

the just transition, consider a hotly contested dimension of South Africa’s changing energy
landscape. In this chapter, they present an application of a quantitative model that assists in
making sense of the job losses implied by the decommissioning of coal-fired power stations.
A closer interrogation of the employment dimensions of the energy transition will be critical
as the country navigates the tensions of the shifting energy landscape and wider political
economy.

Letsiwe Dlamini then considers one unique aspect of the REIPPPP’s design, namely the
requirement for community ownership. Chapter 4.3. Exploring alternative funding sources
for community equity ownership in renewable energy projects problematises the current
approach to enabling community ownership with a view to considering how this laudable
commitment might be reconfigured in future procurement programmes. in Chapter 4.4. At
the CORE of the (democratic)(energy) transitions: A Township-based renewable energy project,
Janet Cherry reflects on the possibilitites and challenges for community-based renewable
energy in the Kwazakhele Transition Township. This chapter is followed by a reflection from
Megan Davies about the prospects of remunicipalisation in support of an energy democracy
agenda. Like the preceding chapter of jobs, Chapter 4.5. Realising energy democracy through re-
municipalisation in South Africa emphasises the significance of municipalities as an important
dimensioninthe negotiation of the unfolding energy transition. Chapter 4.6. Building relational
capacity for the energy transition: Lessons from REIPPPP experiments, reflects on the strategies
to more meaningfully support the practitioners involved in operationalising the REIPPPP.
Written by Holle Wlokas and Tasneem Jhetam, this chapter introduces the concept of ‘social
performance’ as a way of understanding how corporates grapple with their mission and place
in society.

Chapter 4.7. Industry associations and South Africa’s energy offers Brenda Martin's
reflections on the role of renewable energy industry bodies in responding to this phase
of national contestation about the future of the renewable energy programme, and in
supportingthe energy transitions more broadly. Building on this, Fumani Mthembifollows
in Chapter 4.8. It is the grass that suffers: Knowledge injustices in the energy transition, with
a strong call for critical reflection about the REIPPPP’s contribution towards the wider
project of structural transformation in South Africa. Concluding part 4 this chapter
emphasises the extent to which the project of decarbonising the national electricity
system is indeed about a much wider project of social, political and economic change.

This chapter also sheds light on a critical phase of impasse between 2015 and 2019,
when the REIPPPP was effectively stalled.

The final section of the book, Part Five, looks beyond utility-scale renewable energy,

to consider novel ideas and practices to support an energy transition that meets South
Africa’s development and decarbonisation agendas. In Chapter 5.1. Blockchain: an enabling
technology for a transition to a decentralised and decarbonised energy system in South Africa,
Andrew Murray asks whether niche blockchain technologies might offer new ways to
organise and manage the electricity system. Sharné Bloem writes about a novel mini-grid in
Chapter 5.2. Experimenting with mini-grids at the neighbourhood level: a case study of Lynedoch
Ecovillage Also based in the Stellenbosch region, Damien Conwayin Chapter 5.3. Re-imagining
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progressive realisation of service-delivery rights: the iShack Project, presents the pioneering
practices of this novel social enterprise in an informal settlement in Stellenbosch.
presents lessons from the application of renewable energy technologies to the
building sector in Chapter 5.4. The shift to decarbonised energy sources in buildings: Promising
insights from Solar Decathlon Africa. And finally, in Chapter 5.5. (deceased
February 2021) reflects on the role of actors beyond the private sector in advancing the
energy transition, in Chapter 4.7. Blowing wind, scorching sun and energising marginalised
communities: the role of intermediaries in empowering bottom-up socio-economic development.

Together, the offerings in Part Five illuminate a vibrant set of emerging niche innovations
that could more strongly be considered as South Africa’s energy transition unfolds.

1.1.7 REFERENCES

Bauwens, T., Gotcheyv, B., & Holstenkamp, L. 2016. What drives the development of community energy in
Europe? the case of wind power cooperatives. Energy Research & Social Science, 13, 136-147.

Becker, S. & Naumann, M. 2017. Energy democracy: Mapping the debate on energy alternatives.
Geography Compass, 11(8):e12321.

Becker, S., Beveridge, R. & Naumann, M. 2015. Remunicipalization in German cities: contesting neo-
liberalism and reimagining urban governance? Space and Polity, 19(1):76-90.

Bhorat, H., Buthelezi, M., Chipkin, I, Duma, S., Mondi, L., Peter, L., Qobo, L., Swilling, M., et al. 2017.
Betrayal of the Promise: How South Africa is Being Stolen. [Johannesburg]: State Capacity Research Group
[Online]. Available: https.//www.wits.ac.za/media/wits-university/news-and-events/images/documents/
Betrayal-of-the-Promise-25052017 .pdf.

Bischof-Niemz, T. & Creamer, T. 2018. South Africa’s Energy Transition: A Roadmap to a Decarbonised,
Low-Cost and Job-Rich Future. Oxon: Routledge Focus.

Bolinger, M. 2005. Making European-Style Community Wind Power Development Work in the US.
Renewable & Sustainable Energy Reviews, 9(6), 556-575.

Bridge, G., Ozkaynak, B. & Turhan, E. 2018. Energy infrastructure and the fate of the nation. Introduction
to special issue. Energy Research & Social Science, 41:1-11.

Burke, M.J. & Stephens, J.C. 2018. Political power and renewable energy futures: a critical review. Energy
Research & Social Science, 35:78-93.

Castells, M., & Himanen, P. (Eds.). 2014. Reconceptualizing Development in the Global Information Age.
Oxford University Press.

Davies, M., Swilling, M. & Wilokas, H.L. 2017. Towards new configurations of urban energy governance in
South Africa’s renewable energy procurement programme. Energy Research & Social Science, 36:61-69.

Debor, S. 2018. Multiplying Mighty Davids? The Influence of Energy Cooperatives on Germany’s Energy
Transition. Springer, Germany.

Evans, P. 2002. Collective Capabilities, Culture, and Amartya Sen’s Development as Freedom. Studies in
comparative international development, 37(2):54-60.

Fine, B. & Rustomjee, Z. 1996. The Political Economy of South Africa: From Minerals-Energy Complex to
Industrialisation. Boulder, CO: Westview Press.

IPP Office. 2019. ‘Independent Power Producers Procurement Programme: An Overview'. Pretoria:
Department of Energy. [Online]. Available: https://www.ipp-projects.co.za/Publications

Kalkbrenner, B., & Roosen, J. 2016. Citizens’ willingness to participate in local renewable energy projects:
The role of community and trust in Germany. Energy Research & Social Science, 13, 60-70.

MacArthur, J. L. & Matthewman, S. 2018. Populist resistance and alternative transitions: Indigenous

ownership of energy infrastructure in Aotearoa New Zealand. Energy Research & Social Science, 43: 16-24.

Madriz-Vargas, R., Bruce, A., & Watt, M. 2018. The future of Community Renewable Energy for electricity
access in rural Central America. Energy Research & Social Science, 35, 118-131.

Mey, F., & Diesendorf, M. 2018. Who owns an energy transition? Strategic action fields and community
wind energy in Denmark. Energy Research and Social Science, 35, 108-117.

Moss, T, Becker, S., & Naumann, M. 2015. Whose energy transition is it, anyway? Organisation and
ownership of the Energiewende in villages, cities and regions. Local Environment, 20(12), 1547-1563.

25



26

Nolden, C. 2013. Governing community energy-Feed-in tariffs and the development of community wind
energy schemes in the United Kingdom and Germany. Energy Policy, 63, 543-552.

Parr, B., Swilling, M. & Henry, D. 2018. ‘The Paris Agreement and South Africa’s Just Transition’. Briefing
Paper No. 10. Melbourne Sustainable Society Institute, the University of Melbourne. [Online]. Available:
http://bit.ly/2GpB1RE.

Rennkamp, B. 2019. Power, coalitions and institutional change in South African climate policy. Climate
Policy, 19(6), 756-770.

Routledge, P, Cumbers, A., & Derickson, K. D. 2018. States of just transition: Realising climate justice
through and against the state. Geoforum, 88, 78-86.

Steyn, G., Burton, J., & Steenkamp, M. 2017. Eskom'’s financial crisis and the viability of coal-fired power in
South Africa. November. http://meridianeconomics.co.za/wp-content/uploads/2017/11/CoalGen-Report_
FinalDoc_ForUpload-1.pdf.

Strachan, P. A., Cowell, R., Ellis, G., Sherry-Brennan, F., & Toke, D. 2015. Promoting Community Renewable
Energy in a Corporate Energy World. Sustainable Development, 23(2), 96-109.

Van Der Schoor, T, Van Lente, H., Scholtens, B., & Peine, A. 2016. Challenging obduracy: How local
communities transform the energy system. Energy Research & Social Science, 13, 94-105.

Westoby, P. & Kaplan, A. 2013. Foregrounding practice - reaching for a responsive and ecological approach
to community development: a conversational inquiry into the dialogical and developmental frameworks of
community development. Community Development Journal, 49(2):214-227.

Wiokas, H. L., Westoby, P, & Soal, S. 2017. Learning from the literature on community development for
the implementation of community renewables in South Africa. Journal of Energy in Southern Africa, 28(1),
35-44. https://doi.org/10.17159/2413-3051/2017/v28i1a1592.

Wright, J., Bischof-Niemz, T., Calitz, J., Mushwana, C., van Heerden, R., & Senatla, M. 2016. Formal
comments on the Integrated Resource Plan (IRP) Updated Assumptions, Base Case and Observations
2016. https://www.csir.co.za/sites/default/files/Documents/20170331CSIR_EC_DOE.pdf

Yildiz, O. 2014. Financing renewable energy infrastructures via financial citizen participation: The case of
Germany. Renewable Energy, 68, 677-685.

27



FRAMING THEORY AND
CONCEPTS

12

Author:

Reflections on the role of academic research

Holle Wiokas

1.2.1 BACKGROUND

The advent of the Renewable Energy Independent Power Producer Procurement
Programme (REIPPPP) brought about a new field of research. At least that is how it was
for me, as well as for my colleagues from the University of Cape Town's Energy Research
Centre. It drove renewable energy (RE) project developers to knock on the doors of our
offices to ask for assistance on various matters, including the community development
component. A fruitful collaboration followed and, for about a dozen early bids in the
REIPPPP, we ventured into conversations with communities and municipalities to gather
relevant information about socio-economic needs, assets and social dynamics. Soon
though, it became clear to the university team that the nature and scale of the unfolding
activities - particularly the monetary amounts committed to community development -
would bring about significant practice questions for all stakeholders affected and involved,
including the government.

The decision to stop consulting to individual RE project developers was straightforward,
but led to the larger challenge of sourcing other funding to allow for the more systematic
programme we had envisaged developing in support of the REIPPPP ecosystem. Even so, we
were able to convene two multi-stakeholder workshops in 2013 on the topic of community
investments, during which it was found that the emerging experiences of the REIPPPP’s
implementation carried a number of risks to the achievement of its developmental mandate.
The perspectives gained from such direct and multilateral interactions - which have
continued in many different fora and with many different stakeholders particularly in the
years during which my PhD research was conducted - continue to inform my approach, and
the approach of the Centre for Sustainability Transitions (CST) where | am now based, and
which is responsible for the production of this publication.

It remains my position that the work to support the REIPPPP’s community development
ambition needs to increase reflexivity of the ecosystem; in other words, it needs to enhance
its own ability to learn from experience for greater transformation and impact. Academic
research can support this in various ways, all of which require a commitment to people and a
place of work, or ‘embeddedness-in-place’. This can include growing the quantum of publicly-
available information about the REIPPPP and its implications, enhancing social networks
among and between stakeholder groups and fostering an academic network to accompany
and observe the REIPPPP over the years. Important practice-policy translation work can also
be supported through such an engaged research approach. In the remainder of this chapter,
| share some of the insights from my own institutional research, reflecting especially on the
role of academic research in moments of potential socio-economic change such as this.
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1.2.2 EARLY INSIGHTS

It is worth beginning with some of the insights from the two multi-stakeholder workshops
in 2013, still relatively early days in the REIPPPP. The first workshop brought to the surface,
among the group at least, a number of issues:

e The timing and staged approach required by the procurement process is ill-suited to
implementing the local economic development requirements. The implementation
process for the community benefit criteria is currently very disjointed, with time lags of
up to several years between socio-economic (SED) development strategy formulation,
engagement, trust registration and monetary benefits being generated from revenues
and dividends.

e Unequal distribution of development spending. Projects tend to cluster in specific
regions, based on energy resources; it was discussed whether it might therefore be more
efficient to administer and allocate development spending at a higher (regional) level
than at individual project level.

e The bidding process hinders opportunities for collaboration. There was widespread
agreement that many challenges would be alleviated through a collaborative approach.
There is much potential to explore greater collaboration in the post-preferred bidder
stage and it was agreed that this needed to be actively encouraged and facilitated.

e How to align development spending in areas with more than one RE project. Alignment
and collaboration within overlapping boundary areas can enhance the impact of
spending, reduce unnecessary duplication of administrative structures, and mitigate
against potential confusion and conflict. While industry players themselves suggested
opportunities for self-organising and collaborating, the need for policy to facilitate this
was also recognised.

e A lack of feedback from the Department of Energy (DoE) to developers. Developers
unanimously decried the shortage of clear communication regarding the community
benefit aspects of their projects, including guidance on their SED plans, how
implementation will be monitored, whether more ambitious development aspects are
evaluated more favourably, and so on.

e Clarifying requirements, definitions, terms and stakeholders. Stakeholders have
various and diverging interpretations of ‘what needs to be done when’, of which benefits
go to whom, and of the roles of different local stakeholders. The industry is currently

responding with uncertainty to many of the requirements while defining what long-term
structures look like.

Collaboration with municipalities. It was unclear what role local municipalities should
play in the development process; for example, in the formation of community trust
structures or the appropriate level of alignment with Integrated Development Plans
(IDPs) and local economic development (LED) strategies. These roles and relationships
with municipalities become even more complicated when beneficiary areas cover more
than one municipal area and multiple stakeholders must be coordinated.

Appropriate governance structures for development funds. Community trusts, the
predominant governance structure chosen by developers, were found by many to be
problematic, and there was criticism of their ability to guarantee successful community
development. There arose a clear need to better understand the key operational
difficulties with trusts but also to explore alternative governance options.

Financing community ownership shares and the timing of funding flows to communities.
It was thought there might be innovative ways to overcome the considerable time-lag
between when a project is selected and when it starts to generate revenue and dividends
to the benefit of host communities.

Managing expectations and relations over the longer term. This is seen as one of the
biggest challenges that developers face. Effective development processes require
good facilitation in the short term, and a strong focus on management, leadership and
institutional support for the longer term. Independent power producers (IPPs) do not
necessarily have the training and expertise to facilitate these processes.

Bringing community voices into the discussion. A clear need was identified for truly
community-owned and -developed projects, ones that are not top-down. An alternative
policy space is needed to allow this to happen. One initiative proposed was a collective
body (known as ‘Communities for Wind’) to act as a representative body for communities.
It was felt that both the industry and government could facilitate greater community
representation and involvement.

Monitoring and evaluation. There were concerns that monitoring and evaluating these
requirements on the basis of expenditure only isinadequate. There were also suggestions
of anindependent watchdog to oversee implementation and governance, to guard against
corruption and mismanagement of funds.

A second workshop was convened four months later, to allow for further capacity
development among stakeholders, and to again explore the magnitude of challenges
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experienced in meeting the community development requirements of the REIPPPP.
The workshop also aimed to start developing ideas for good practice with regard to
implementation and to articulate questions for policy-makers. Some of these themes
were echoes of those from the first workshop, and are summarised in Table 2 below.

o How to make the most of contract and employment opportunities locally and how to develop
new businesses and entrepreneurship opportunities.

e Thereis alack of consensus about the most appropriate model of socio-economic
development.

e The REIPPPP’s top-down approach raises the importance of deliberate community
development activities.

e Whois held responsible if a locally-embedded and community-run decision-making structure
is established and targets are not met.

e Thereis alack of a coherent framework or theory of change that defines and articulates
community development objectives and allows for clear monitoring of impacts.

e Thereisnorigid or blueprint method for how to go about this community engagement - we
should aim for a medium of learning and planning, discovering where mistakes have been
made, documenting them and improving as we move forward.

o Community engagement requires time on the side of the developer - it is not appropriate to
hand over community engagement to a consultant.

e Conceptualisation of engagement process - defining a shared vision for transformation should
be the start of conversations between developers and communities.

e Monitoring - ‘success’ and ‘failure’ of community development through the REIPPPP should be
defined as the ability of a community to make decisions responsibly and the IPP’s contribution
to that end.

e Invest in skills development for LED - jobs can be created through carefully designed skills
development programmes funded through the community investments.

e Using the opportunity for real transformation around sustainable living - interventions should
be climate-compatible and contribute towards low-carbon development.

e Be prepared for conflict and disagreement - important to note that national politics has
impacts on the ground.

e Make use of the flexibility offered in the REIPPPP - it allows for roles and responsibilities to be
defined according to the local context, including those of local government.

e Understand and work with existing decision-making processes in communities - attention
should be paid to (organisational) structures that already exist locally/in the community.

e How will the actual impact of SED spending be monitored and reported?

¢ Would the DoE consider adjusting the requirement to submit an SED plan at bid stage for
coming rounds?

e Would the DoE consider loosening compliance expectations for bids on community-owned
land?

e Whatis the DoE’s theory of change underlying the community benefit requirements in the
REIPPPP?

e What role does the DoE see themselves and the Industrial Development Corporation (IDC)
playing in terms of SED implementation?

e Does the quarterly financial reporting requirement force spending from trust accounts every
three months?

TABLE Two strategic frameworks for advancing RE futures
(Source: Burke and Stephens, 2018:84)

1.2.3 AN ACTION RESEARCH AGENDA

The concept ‘institutional work’ describes “the purposive action of individuals and
organisations aiming at creating, maintaining and disrupting institutions” (Lawrence and
Suddaby, 2006). In other words, it explore

The proclaimed agenda of institutional work research includes three key elements. Firstly,
it should “highlight the awareness, skill and reflexivity of individual and collective actors”;
secondly, it should generate “an understanding of institutions as constituted in the more
and less conscious action of individual and collective actors”; and thirdly, it should grow
understanding that “we cannot step outside of action as practice - even action which is
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aimed at changing the institutional order of an organisational field occurs within sets of
institutionalised rules” (Lawrence, Suddaby and Leca, 2009:7).

Current institutional theory research ends at the point of ‘understanding’, without going
any further. Action, or in other words agency, is missing. Dover and Lawrence argue, on this
point, that institutional researchers generally prefer the academic ivory tower instead of
getting their hands dirty with real-world issues (Dover & Lawrence, 2010). Consequently,
they propose a strong action research agenda in efforts going forward (Dover & Lawrence,
2010). | agree with Anderson and Herr (2010: 313), who state that:

At the core of an action research undertaking lies a specific intention and motivation to
effect change through research. The research in focus in this chapter had the primary
intention of increasing the level of information available about institutions; specifically,
information that resulted from the institutions’ efforts to implement community benefits
associated withthe REIPPPP.Good actionresearch practice involves drawingup anaction
research plan. Such a plan helps to raise consciousness within the researcher about the
action agenda and spells out underlying assumptions and values. The following is a brief
demonstration of the plan that accompanied the research in focus in this chapter:

What is my concern? | am a doctoral student with a broad mandate which | have given
myself. | have been working in a professional academic capacity on the developmental
spending that renewable energy projects are bound to do. | am concerned to help
maximise the developmental benefits from this spending and to minimise any unintended
negative consequences. A scholarship allows me to spend 100% of my time on doctoral
work. My intention is to (a) produce a thesis which can be used as an academic baseline
report against which subsequent research can assess and explain impacts, and (b)
contribute to capacitating the various stakeholders to identify challenges, seek
appropriate support and share experiences.

Why am | concerned? | am concerned because these investments going into local
communities over the next 20 years are significant. | believe that careful consideration
of the country's development goals and corporate practice is required to ensure that the
funds are governed and spent in a beneficial way. The current situation in the sector is
characterised by a lack of guidance and collaboration among stakeholders. | see a real risk
for conflict over, and mismanagement of, these funds. At the same time, the funds provide
a great opportunity to alleviate poverty and inequality if invested strategically and with a
long-term vision.

1.2.4 INTENTIONS AND PRACTICE

The core intention of the research was to share all emerging insights widely to create
greater awareness about the stakeholder experiences associated with the implementation
of the community benefits of the REIPPPP. This connects to my wider ambition to conduct
experiential research that explicitly surfaces lessons for actors, making the information
known and accessible to them - an approach that Nilsson (2015) calls ‘experiential surfacing’
- and ultimately enhancing reflexivity. Experiential surfacing and reflexivity are vital for
building sustainable social institutions and thus have the potential to support positive social
performance in the implementation of RE technologies as part of a just energy transition.

This intention translated, in practical terms, into workshops, presentations at meetings
and conferences organised by others and in written contributions. It also entailed various
connections and introductions among individuals and organisations, all involved or affected
by the topic (i.e. the community benefits component of the REIPPPP).
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The research agenda progressed, once | joined the CST and Synergy Global Consulting,
both at the same time and part-time. The consulting work aligned well and supported
the academic inquiry, as the relevance of research questions was immediately obvious,
based on practical challenges experienced in the consulting work. At the same time, initial
funding became available to study the REIPPPP’s economic development efforts and,
over the course of three years, our small research team engaged in a number of research
undertakings. True to the ethos of the CST, these interactions were always driven by
engaged conversations with stakeholders of the ecosystem. As such, our conversation
partners included renewable energy industry associations, civil society organisations,
development finance institutions, policy-makers on national level as well as provincial,
district and local government representatives.

Funded staff research projects during this time consisted of three distinct efforts,
including the COBENEFITS study (see Chapter 2.5), TENTRANS (see Chapter 4.6) and a
socio-economic baseline study (still in progress). Further, student research was funded
partially by the National Research Foundation (and other sources) for Master and PhD
thesis research. Findings from many of these projects are included in this publication.

1.2.5 REFLECTIONS: WHAT HAVE WE LEARNT?

We have deepened our understanding that trust, between and among the stakeholders
involvedinanyresearchendeavour,is the key element tohavingimpact. Trustis a prerequisite
to positive relational work, which is the key to building social capital in the research field. It
is my belief that any transdisciplinary research endeavour, especially in a context with high
inequality and poverty, needs to ultimately enhance social capital in the respective ecosystem
if it is to have a chance of advancing a sustainability agenda.

In this context, the geopolitics of knowledge-creation and the funding thereof need to be
carefully negotiated. While international funding can be incredibly research-enabling, the
associated conditions can constrain deep engagement with the intricacies and dynamic

modes of relating that make up an ecosystem. Oftentimes these modes of relating, especially
between stakeholder (groups) which straddle opposing ends of systemic injustices of the
past and present, are highly sensitive. They require careful attention in order to progress
towards a more sustainable future for South Africa, and in the global South more generally.

In the REIPPPP, where international and local equity and debt work together, in various
dynamics and with differing outcomes, engaged research needs to make progressive
knowledge contributions. This requires that research design and methods be non-
extractive, but rather reciprocal. Research relationships are sometimes closer with
certain actors, but ultimately the researchers themselves have to stand the test of time
and opinion of all stakeholders in the entire ecosystem. The impact of their work hangsin
the balance. Do the researchers’ ways of working foster justice and transformation? This
is a profoundly important question for practitioners and academics alike.

Attention gaps in the REIPPPP ecosystem remain large. To date, little (if any) significant
effort has been made to educate, mobilise or organise communities and other local
stakeholders (including local government across the REIPPPP landscape) for collective
sense-making or response to the opportunities and challenges associated with the
programme. Unfortunately, past research projects, scarcely resourced and with short
timelines, did not lend themselves to building the type of complex webs of relationships
among and between actors, such as IPP hosting communities, national government and
industry players.

Further, the transaction costs for this work were deemed too high for the budgeting and
funding allocation discussions taking place in corporate boardrooms or international
research funding committees. Theserole-players are not sufficiently alert, or perhaps not
sufficiently courageous, to make resources available in support of the radical shift that is
needed for a just transition. Despite this, my work and that of many of my colleagues, has
given the matter priority, highlighting the practice and policy dilemmas of the powerful
(industry and government), with the expectation (and hope) that working to deepen
the community development impacts of IPPs will ultimately strengthen the REIPPPP
ecosystem. This objective also lies at the heart of a recent Learning Event, hosted in
February 2020, which is touched on below.
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1.2.6 LEARNING EVENT: AN ENCOURAGING
EXAMPLE OF THE POTENTIAL AHEAD

The two-day event, hosted in Johannesburg and funded by USAID, attracted the interest of
over 300 renewable energy and development professionals,and was attended by 150 people.
The goal of the Learning Event was to bring the REIPPPP ecosystem together for a facilitated
reflection on the current state of community development practice and impact. The DoE'’s
IPP Office functioned as co-convenor, and a consortium of South African consulting firms
(Synergy Global Consulting, Forethought, JadeSky) were organisers.

The event programme was co-designed. The organisers surveyed the views of industry and
consulted policy-makers, investors and industry associations about pressing learning needs.
Service providers to IPPs workshopped their own questions, learnings and worries with
regard to the social and economic impact on communities by the sector.

The working premise driving the collective convening of the event was that the cutting edge
of this particular corporate-led community development practice is innovated on a daily
basis in the dispersed places and towns where IPPs are located. The core innovation takes
place in the relationships between communities, ED managers and teams and their service
providers. USAID supported the intention to co-convene with the system, bring others along
and showcase collaboration.

The event tackled, head on, the widespread experience of being overwhelmed. Among
several other key focus areas, participants were educated on: the impact of individual and
collective trauma and compassion fatigue on communities’ ability to take up opportunities;
sustainably achieving local institutional capacity-building; and working with community
trusts. Participants were also trained in peer-to-peer learning formats like coaching circles.

The event is a milestone on the journey towards creating a progressive community of
practice. It allows for the further broadening of the conversation, the deepening of practice
and impact, as well as for relevant learnings to be translated into corporate and government
policy.

1.2.7 CONCLUSION

In 2011, when the REIPPPP was launched, the programme’s mandated community
developmentrequirements became thefocus of much publicattentionand debate.Soonitwas
acknowledged in industry circles that not only participating companies, but also government
and communities, were increasingly overwhelmed by the collective responsibility that the
programme brought with it. Research commitment was eventually followed by funding to
enable academic resources to accompany and accelerate the programme’s learning curve.

The REIPPPP policy framework, unique and ambitious on paper, in practice creates significant
challenges for practitioners to translate IPP community investments into meaningful social
and economic transformation. Fortunately, stakeholders now have the benefit of over nine
years’ experience, and they are not short of ideas.

Since 2011, different partnerships have started fundraising for a programme of support
for the sector. Meanwhile momentary conversations, of both an academic and commercial
nature, are adding to the REIPPPP’s learning journey and, in the process, are encouraging the
sort of practice and policy development required for the country’s energy transition.
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2.1.1 INTRODUCTION

The introduction of the Renewable Energy Independent Power Producer Procurement
Programme (REIPPPP) in August 2011 took place withinthe regulatory framework governed
by the Department of Energy (DoE)?, in accordance with the Integrated Resource Plan (IRP)
2011. In part, the REIPPPP can be understood as a policy mechanism to address the twin
challenges of achieving climate change targets and responding to the electricity supply crisis
of the late 2000s (Montmasson-Clair & Ryan, 2014). Equally significant, however, is the way
in which the procurement framework has taken into consideration a developmental agenda
as well, by including a number of economic development (ED) targets within the price-
competitive auction scheme (Eberhard & Naude, 2016). Furthermore, the participation

I WO of independent power producers (IPPs) in the generation of utility-scale, grid-connected
electricity has taken place without displacing the regime of historically centralised energy

EXPLORATIONS OF POLICY AND PRACTICE governance, including the continued dominant role of Eskom (Bischof-Niemz & Creamer,
2018). At the same time, the implementation of the REIPPPP has resulted in the dispersion
21 A guidebook to the REIPPPP of IPPs across the country, breaking with the conventional concentrated geographic location
of South Africa’s coal-fired power plants, predominantly in the Mpumalanga Province
Authors: Megan Davies and Holle Wlokas (Dubresson & Jaglin, 2016).

This chapter provides an overview of the foundation, evolution and implementation of the
REIPPPP, as South Africa’s first experiment in the procurement of utility-scale renewable
energy (RE). This description of the REIPPPP in practice is the culmination of an extensive
review of the expanding body of literature elucidating various aspects of South Africa’s RE
sector. To name a few, these aspects include emerging community benefit practices (Tait,
Wilokas & Garside, 2013), the design and execution of procurement frameworks (Kruger &
Eberhard, 2018), the exploration of job creation in the green economy (Tyler & Steyn, 2018),
and market intelligence of commercial opportunitiesinthe energy sector (GreenCape, 2020).
The intention is to locate the REIPPPP within an understanding of the ‘political economy of
energy’ in South Africa.

To better understand the REIPPPP in practice, this chapter begins with a historical m
perspective on South Africa’s electricity sector. Thereafter, it unpacks the origins and
evolution of RE policies in order to situate the REIPPPP within a broader context. Following Tm
this, the dimensions of the procurement framework are described, and an overview provided =~
of the various outcomes and implementation challenges experienced since the programme’s Iw
launch in 2011. Finally, the chapter concludes with a reflection on the implications of the
REIPPPP for electricity policy planning and governance into the future. ﬁ
-__" §
I
r:

1 InJune 2019, the DoE was merged with the Department of Mineral Resources (DMR) and is now
known as the Department of Mineral Resources and Energy (DMRE).
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2.1.2 A HISTORICAL PERSPECTIVE ON SOUTH AFRICA’S
ELECTRICITY SECTOR

South Africa has witnessed profound and unprecedented transitions in the decades since
the historic democratic elections in 1994 (Swilling & Annecke, 2012; Parr, Swilling & Henry,
2018). While the democratic dispensation has brought about some vital changes in the
structure of the national economy, the Apartheid legacy of a deeply entrenched system of
capital accumulation, namely the mineral-energy complex, has not been displaced (Fine &
Rustomjee, 1996). The mineral-energy complex is reflective of a socio-technical regime that
has evolved over a number of decades and is inextricably connected with, and co-constitutive
of, a particular form of economic and political power. “At the heart of the MEC [mineral-
energy complex] is an evolving relationship and set of linkages between highly concentrated
ownership structures between the state, corporate capital and a powerful financial system”
(Baker, 2015a: 148). This complex and intractable dynamic is most evident in the electricity
sector, which lies at the heart of South Africa’s political economy and continues to create
strong path dependencies for the country’s economic development trajectory.

The electricity sector, understood as a ‘socio-technical regime’, is comprised of a set
of resources, institutions, market practices and regulatory frameworks that sustain
the dominance of its carbon-intensive and coal-dependent features (van der Merwe,
2017). The historic structuring of the electricity sector was a mechanism through which
the Apartheid government could centralise governance and concentrate political and
economic power. Industrial development and economic growth during Apartheid was
enabled by the abundance of cheap coal and cheap labour, and the strategic leveraging
of interdependencies between industries, state-owned enterprises and the state
(Fine & Rustomjee, 1996). It is important to note that, while this capital accumulation
strategy (which made possible racist political and economic policies) was concretised by
the Apartheid government, the foundations of the mineral-energy complex date much
further back. Indeed they can be tracked to the boom in the gold mining industry in the
early 1900s (Fine & Rustomjee, 1996).

The dismantling of Apartheid was the outcome of a number of intersecting and multi-scalar
dynamics, including the international sanctions and domestic opposition which resulted in
the disruption of the dominant socio-political regime, and the construction of a democratic
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alternative. The democratic transition had implications for South Africa’s electricity sector.
‘Landscape’ pressures at the end of Apartheid - in other words, those forces beyond the
country’s immediate control - resulted in the internationalisation and liberalisation of
South Africa’s economy. This bolstered many of South Africa’s energy-intensive industries
and perpetuated the interdependence among private capital, the financial sector and public
utilities, and by extension the continued ability of the state to benefit from the mineral-energy
complex (van der Merwe, 2017).

The legacy of the Apartheid capital accumulation strategy is pervasive and has hindered
any significant restructuring of the economy, despite efforts to drive broad-based
economic transformation. This is generally evident in the continued central role of Eskom
(the country’s vertically integrated and monopolistic state-owned utility), the sustained
dependence on a coal-based electricity system, and exacerbated levels of structural
socio-economic inequality, poverty and unemployment (Baker, 2015b). However, a
distinctive feature of the post-Apartheid mineral-energy complexisthe dramaticincrease
in ‘financialisation’; that is, the proliferation of liberalised financial markets such that the
financial sector now contributes more than any other economic sector to gross domestic
product (GDP) (Baker, 2015a).
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2.1.3 CONTESTED ELECTRICITY POLICY IN SOUTH AFRICA

South Africa’s energy sector is shaped by a number of nested and interconnected policy
frameworks (see Figure 2). The National Development Plan (NDP) is the country’s
overarching strategic framework, spelling out a roadmap for development to 2030 to
address the triple crises of poverty, inequality and unemployment. The energy sector as
awholeis guided by the Integrated Energy Plan (IEP) 2030. The IEP describes a roadmap
of the future energy landscape of the country, whereas the IRP 2019 regulates the
electricity sector specifically. The IRP does so by prescribing how electricity needs will
be met through specific resource and technology allocations.

FIGURE

Nested energy policy context relevant to the REIPPPP (Source: Adapted from
GreenCape (2020))
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Egregious historic and current intersecting dynamics are calling into question the viability
of the current structure of the electricity sector (Dubresson & Jaglin, 2016; Bischof-Niemz
& Creamer, 2018). It is becoming increasingly apparent that this is a regime in crisis (Baker
& Burton, 2018). Some of these dynamics include international trends towards electricity
sector reform, the expansion and competitiveness of renewable energy technologies and
changes in the national and international coal market (Bischof-Niemz & Creamer, 2018). On
the domestic front, South Africa has witnessed a decline in economic growth and subsequent
electricity demand over the last decade. Parallel to this, financial and technical supply-side
crises have been mounting, including periods of rolling blackouts, where the problems within
Eskom have been exacerbated by corruption, mismanagement and ‘state capture’ (Dubresson
& Jaglin, 2016; Bhorat et al., 2017).

These intersecting trends have had far-reaching socio-economic and political implications,
which are reflected in ideological struggles and political contestation around the future of
electricity policy in South Africa. Bischof-Niemz and Creamer (2018) go as far as to refer
to the political contamination of electricity planning processes. The glaring absence of a
coherent and updated IRP, which resulted in widespread ‘policy uncertainty’ between 2011
and 2019, exemplifies this tension. The IRP functions as the primary guiding electricity policy
and regulatory framework, and since the previous approval in 2011, a revised version was
not formally adopted until late 2019. During this long period of policy uncertainty, various
versions were released in 2013, 2016 and 2018 respectively, and outlined vastly different
growth projections, electricity scenarios and technology allocations (WWF, 2017; Baker &
Burton, 2018).

Suffice it to say that all of these different versions of the IRP show that the various possible
futures of South Africa’s electricity sector are highly contested and confused, particularly
with reference to the role that coal, nuclear and RE will play in the energy mix (Bischof-Niemz
& Creamer, 2018). The tensions involved are not insignificant (see Chapters 4.7 and 4.8 for
vivid details). Indeed, they signify ideological positions within the policy-making landscape in
South Africa which can appear incommensurable, and which pertain “as much to a struggle
over which technology is selected as the model that determines who should procure, own
and manage it” (Baker & Burton, 2018: 5). This is the heart of the ‘politics of procurement’ in
South Africa’s energy transition, the various competing perspectives on how the electricity
sector should be governed and how energy infrastructure might be configured through policy
to enable or sustain particular forms of the political economy (Baker & Burton, 2018). When
we discuss ‘energy dynamics’ and the like, we should therefore be very clear that we are also
discussing the bigger question of what sort of society South Africa should be.
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2.1.4 THE ORIGINS OF RENEWABLE ENERGY IN
ELECTRICITY POLICY

The REIPPPP was the first formally adopted policy instrument facilitating the participation
of the private sector in the generation of electricity (Montmasson-Clair & Ryan, 2014).
Prior tothat,anumber of policy frameworks provided for the inclusion of the private sector
in the generation of electricity, most notably the 1998 White Paper on Energy Policy and
the 2003 White Paper on Renewable Energy. While both referenced the role of IPPs in the
electricity sector, a commitment to large-scale procurement for RE was only realised with
the formalisation of the IRP 2011 (Montmasson-Clair & Ryan, 2014). Even though both
these white papers noted the integration of IPPs into the electricity-generation market,
there was a lack of clarity about who would buy the power from IPPs and no appropriate
institutional framework to facilitate any private-sector investment (Baker, 2016). An
additional challenge to realising this early vision for the role of the private sector was that
they would likely have been unable to compete with the price of electricity produced by
Eskom, which, at the time, was offering extremely low tariffs to consumers and industry
(Baker, 2016).

2.1.5 THE EVOLUTION OF POLICY: FROM REFIT TO
REIPPPP

The selection of a competitive auction scheme for renewable energy procurement in 2011,
as opposed to a feed-in tariff, was the outcome of a lengthy and politically contested policy
development process (Montmasson-Clair & Ryan, 2014; Baker, 2015b; Schmidt, Matsuo &
Michaelowa, 2017).

A feed-in tariff determines a fixed price, which is paid to RE generators for a specified time
period(Tait,2012). Thisdiffersvastlyfromacompetitive auctionscheme,whichhasadifferent
operating logic. In essence, a competitive auction scheme invites bids from prospective
participants and the most cost-effective proposals are granted until the predetermined
capacity for megawatts is filled. Auction schemes function as energy policy instruments that
enable regulators and national policy-makers to proactively steer the expansion of utility-
scale RE technologies within respective electricity markets (Bayer, Schauble & Ferrari,
2018). They are a strategy through which states configure energy policy “to mobilise new
institutions of finance” (Hall, Roelich, Davis & Holstenkamp, 2018: 772).

The National Energy Regulator of South Africa (NERSA) was first responsible for the formation
of apolicyinstrumentaimed attheintroductionof electricity generated fromrenewableenergy.
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In 2007, NERSA announced its intention to investigate and develop a Renewable Energy Feed-
In Tariff (REFIT); guidelines were approved in 2009 and, in 2010, NERSA released adraft REFIT
document (Edkins, Marquard & Winkler, 2010; Tait, 2012). Despite interest from the market in
the attractive tariffs, there was considerable uncertainty during this period due to delays in the
further development of the policy (Edkins et al., 2010; Tait, 2012). It came to light that National
Treasury had legal objections to the REFIT, refuting NERSA’'s mandate to run a procurement
programme. The REFIT also faced objections on a constitutional basis regarding the country’s
preferential procurement policies (Edkins et al., 2010). As Tait (2012) explains, this policy
development process was mired in political and legal challenges, and hindered by obvious
misalignment and misunderstanding of the roles of various stakeholders (most critically the
DoE, Treasury & NERSA). While NERSA was unsuccessful in its attempt to take the lead of a
renewable energy policy programme, the DoE was able to launch an alternative competitive
procurement programme, namely the REIPPPP.

Institutionally, the REIPPPP was made possible by a partnership between the DoE,
National Treasury and the Development Bank of Southern Africa (DBSA), which
mandated the IPP Office as a semi-autonomous institutional entity within the DoE, to
procure and oversee ministerial determinations for utility-scale RE. Participation by the
National Treasury, and specifically its Public-Private Partnership Unit, was instrumental
in configuring the programme. The Treasury’s provision of state guarantees for 20-
year power purchase agreements (PPAs) is widely recognised as having increased the
REIPPPP’s investment attractiveness and sustained viability (Montmasson-Clair & Ryan,
2014; Eberhard & Naude, 2016).

Much of the success of the procurement framework has been attributed to its stringent
and comprehensive design, together with ongoing adjustment and improvement, the
details of which have been explored in various recent studies (Kruger & Eberhard, 2018).
Another enabling factor was the institutional configuration assembled to launch the
REIPPPP, namely the IPP Office. Morris and Martin (2015: 8) describe the innovative
positioning. According to them,
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The IPP Office holds that the motivation for the REIPPPP is to demonstrate South Africa’s
progress on climate change commitments as part of the Paris Agreement, as well as to answer
the need for adequate, reliable, flexible and affordable electricity-generation capacity (IPP
Office, 2019). Montmasson-Clair and Ryan (2014) observe that another driver for the
introduction of the REIPPPP was the government’s recognition that Eskom was ill-equipped
to meet the country’s electricity demand, and therefore also incapable of guaranteeing the
sort of energy security required for broad-based socio-economic development. The lack of
financial and technical capacity within Eskom thus became a clear impetus for the inclusion
of the private sector in meeting electricity needs and, by extension, achieving broader socio-
economic development targets (Montmasson-Clair & Ryan, 2014).

The REIPPPP’s procurement framework signifies a departure from South Africa’s statutory
procurement standards, guided by the Preferential Procurement Policy Framework Act
2000, with an increase in the consideration of non-price factors in the evaluation of bids
(IPP Office, 2019b). This exemption, which was granted by the Minister of Finance in 2011,
was motivated by a commitment (in line with the NDP) to ensure that socio-economic
development accompanies the cultivation of a market for RE investment and a local RE
industry in South Africa (Tait, 2012). These diverse policy goals were integrated in such a
way that IPPs are required to structure their bids according to a 70:30 split, competing on
price for 70 points, and for the remaining portion, on their ability to fulfil various economic
development (ED) requirements.

2.1.6 THE REIPPPP BIDDING PROCESS

The REIPPPP is internationally recognised for its unique configuration, and the manner in
which both price-competitiveness and a fulfilment of ED requirements are built into the
framework (Eberhard & Naude, 2016; Schmidt et al., 2017). The programme was designed
as aseries of sealed-bid tenders that integrate multiple criteria, namely price and the various
components of ED. These ED components include job creation, local content, ownership,
management control, preferential procurement, enterprise development (EnD) and socio-
economic development (SED). The ED scorecard is included in the request for proposals
(RFP) compiled by the DoE and used by developers as a guide for their bid submissions.

Bids are submitted by prospective developers to the DoE in response to bid windows which
specify megawatt allocations for each RE technology: solar photovoltaic (PV), concentrated
solar power (CSP), biomass, hydro and wind. Within each of these technology categories, the
bid that provides the lowest price is allocated the full 70 points and then this is adjusted down
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for all the other bids. These scores according to price are then integrated with the scoring for
the 30 ED points. The assessment of the ED component is done according to targets and
thresholds. Once all bids have been scored, submissions are ranked from highest scores to
lowest. Cut-offs are determined when all the volume allocations for each technology have
been filled. Thereafter, preferred bidders are announced and the implementation of projects
can be executed. Successful bidders enter a contractual arrangement with Eskom, which
purchases electricity through a 20-year PPA at the tariff set out in their proposed bids.

The REIPPPP has been largely over-subscribed and highly competitive. This is despite the
fact that assembling a bid submission to the DoE is a complex and risky undertaking which
requires extensive technical and financial capabilities. Compliance with the RFP entails
a cumbersome, expensive and multifaceted bid development process. Interested parties,
for example, RE developers and investors, come together to constitute a consortium of
stakeholders which is formalised through the establishment of an IPP. These relationships,
described in Figure 3 formalised through a series of contractual agreements.

Government /
Guarantee

Independent OFf - taker Implementation Agreement Pravalazar
Engineer

Equity
Power Purchase Agreement Land owner
Lease

Independent
Engineer
Agreement

Construction Agreements

Fuel Supply O&M Agreements

(Technology SPV / Project Company / Seller
Specific) Financing Agreements *

Shareholders Agreement /
Equity

Connection Works

TX/DX Energy consumed
Regulator Agreements from the Grid

* Loan Documents
Security Documents

Direct Agreements

- - Insurance POliCies

FIGURE Stakeholders constituting an IPP (Source: Jay Govender (2018))
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Figure 3 visualises the web of contractual agreements that make up a successful IPP project.
These arrangements need to be in place in order for the bid to be assessed by the DoE; once
preferred bidders are announced, these contractual agreements are operationalised and
result in the construction of an RE project. Figure 4 visualises the various stages of the IPP
procurement process.

While these intersecting contractual frameworks and legally-binding agreements are what
legitimise each IPP development, in practice, a whole host of stakeholders beyond just the
initial consortium of ‘interested parties’ are implicated in their implementation. A number
of reports have elaborated on these dynamics (Wlokas, 2015) and stress the importance of
strong relational capacity in RE projects, as is echoed throughout this publication (and is the
particular focus of Chapter 4.6).
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RFP

ey Bid Submissions Preferred bidder Financial close Grid connection
roqosal) announcement + commercial
prop operation

FIGURE IPP procurement process (Source: Adapted from GreenCape (2020))

2.1.7 IMPLEMENTATION AND ROLL OUT OF THE
REIPPPP

In accordance with the IRP 2011, between 2011 and 2015, four ministerial determinations
were announced by the DoE and overseen by the IPP Office (IPP Office, 2019). Through
these four bid windows, the programme procured 6 323MW of RE from 92 utility-scale,
grid-connected projects of various technologies, but predominantly wind and solar PV
(GreenCape, 2020). Table 3 gives an overview of the MW procured across each technology,
what is currently operational and what has been determined according to the IRP 2011.

TECHNOLOGY PROCURED OPERATIONAL DETERMINED
Wind 3357 1980 6 360
Solar PV 2292 1474 6225
Concentrated 600 500 1200
solar power
Landfill gas 13 22 540
Small hydro 19 - -
Biomass 42 - -
TOTAL 6323 3976 14325
TABLE

MW procured, operational and determined, from IRP 2011 (Source: Adapted from
GreenCape (2020) and IPP Office (2019))
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As mentioned, the first three rounds were largely over-subscribed, and the programme has
demonstrated continual learning and iteration (Montmasson-Clair & Ryan,2014). There have
been a number of adjustments over time; for example, in the first round, the disclosure of the
ceiling price and the lack of capacity caps resulted in high prices. Thereafter, capacity caps
for each technology were set per bidding round, and price caps were adjusted downwards
and not disclosed, in order to ensure competition within the volume allocations across the
various technologies.

By 2019, the REIPPPP had resulted in vast infrastructure developments across South
Africa. Of 92 approved projects at the time, there were 67 in operation and a remaining
28 in construction phase. The map in Figure 5 below identifies IPPs across bid windows
one to four and specifies each technology:

FIGURE Map of IPPs across South Africa (Source: Forder, 2020)
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2.1.8 FINANCE, COST AND INVESTMENT DYNAMICS

Despite the complexity of the bidding process and the stringent ED component, the
REIPPPP has positioned South Africa as an attractive destination for private-sector
investment in utility-scale RE (Baker, 2015b; Eberhard & Naude, 2016). During this time,
the REIPPPP has demonstrated promising growth, attracting approximately ZAR209.7
billion investment though the 92 approved projects (IPP Office, 2019a). Of this, 20%, or
ZAR41.8 billion, was foreign direct investment (IPP Office, 2019a).

Asignificantreductionincostshasalsobeenwitnessed,withadropinpricesevidentacross
all technologies (Kruger & Eberhard, 2018; Bischof-Niemz & Creamer, 2018). According
to the IPP Office (2019: 4), “the estimated, average portfolio cost for all technologies
under the REIPPPP has dropped consistently in every bid window to a combined average
of ZAR0.92/kwh in BW4 [bidding window 4]”. The price for wind power dropped by 50%
and solar PV dropped by 75% between BW1 and BW4 (IPP Office, 2019a). Significantly,
these reduced prices now mean that RE is competitive when compared to the cost of new
coal-fired power stations (Calitz & Wright, 2020).

Baker (2015a: 146) describes how “global dynamics of renewable energy, finance and
investment are embedding themselves within South Africa’s unique social, political, economic
and technological context”. Baker’s analysis highlights a number of concerns regarding the
evolving role of finance and ownership in the REIPPPP. These insights are located within the
broader phenomenon of financialisation of the minerals resources complex and the extent
to which financialisation has impacted the electricity sector in particular (Mohamed, 2016;
Karwowski, Fine & Ashman, 2018). Baker (2015a) describes how ownership in the sector
has become largely dominated by equity investors and foreign utilities, as well as how South
African firms have struggled to enter and/or retain market share in the emerging utility-scale
RE sector. “Despite attempts by the South African government to create an industry with
national interests at its heart, increased competition by Round 4 has seen smaller national
players priced out of the market and unable to compete with the low costs offered by foreign
companies” (Baker, 2015a: 149).

Despite its considerable success, the roll out and expansion of the programme has not been
straightforward. Indeed, the most recent bid window, announced in 2015, stalled until early
2018. Eskom, as the designated electricity off-taker, refused to sign PPAs, thus inhibiting the
finalisation of the agreements for 27 announced preferred bidders. This occurred despite
the stipulations in the Electricity Regulation Act 2006,