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4HE������7HITE�0APER�ON�2ENEWABLE�%NERGY�IN�THE�%UROPEAN�5NION�PROPOSED�A�TARGET

OF�A�����SHARE�OF�TOTAL�RENEWABLE�ENERGY�SOURCES�IN�THE�GROSS�%5�ENERGY�CONSUMPTION

BY� ����� ;�=�� 4HIS� TRANSLATES� TO� A� 2ENEWABLE� %NERGY� SHARE� OF� ��
��� OF� ALL� ELECTRICITY

CONSUMED��4HE�MAJOR�CONTRIBUTIONS�DERIVE�FROM�HYDRO
�BIOMASS�AND�WIND�ENERGY��4HIS

AMBITIOUS�TARGET�WILL�BE�MET�THROUGH�VARIOUS�NATIONAL�SCHEMES��&OR�EXAMPLE
�'ERMANY

ALONE� HAD� ALREADY� MORE� THAN� �� '7� OF� WIND� POWER� INSTALLED� IN� ÌPRIL� ����� WITH� AN

APPROXIMATE� ANNUAL� GROWTH� RATE� OF� ����� Ì� FUNDAMENTAL� CHANGE� IN� THE� %UROPEAN

ENERGY�SUPPLY�STRUCTURES�LEADS�TO�A�COMPLETELY�NEW�INDUSTRIAL�SECTOR�WITH�ENORMOUS�JOB

CREATION�POTENTIAL��4HIS�PAPER�EXAMINES�THE�RELATED�3OUTH�ÌFRICAN�SITUATION�AND�PROVIDES

GUIDELINES�TO�BOOST�A�SIMILAR�NATIONAL�AND�REGIONAL�DEVELOPMENT�IN�THIS�PROMISING�FIELD�OF

HIGH�INTERNATIONAL�EXPOSURE�

+PCT�JO�UIF�4PVUI�"GSJDBO�3FOFXBCMF�&OFSHZ�4FDUPS

)N�ORDER�TO�COLLECT�INFORMATION�ON�THE�CURRENT�SITUATION�IN�THE�2ENEWABLE�%NERGY�SECTOR

OF� 3OUTH� ÌFRICA
� A� COMPREHENSIVE� INTERNET� SURVEY� WAS� CONDUCTED� AMONGST� A� LARGE

NUMBER� OF� COMPANIES� THAT� ARE� ACTIVE� IN� THE� FIELD�� )T� WAS� LEARNED� THAT� MOST� OF� THE

2ENEWABLE� %NERGY� ACTIVITY� 	���
� COVERED� BY� THE� SURVEY� IS� FOUND� IN� THE� FIELD� OF

PHOTOVOLTAICS�	SEE�FIGURE��
��4HE�BUSINESS�AREAS�ARE�SHOWN�IN�FIGURE����&URTHERMORE����

OF� ALL� RECORDED� JOBS� FALL� INTO� THE� CATEGORY� ÂPUBLIC� PROJECTSÀ� AND� ���� INTO� ÂPRIVATE

DEMANDÀ�

7HILE� THE�AVERAGE�ANNUAL�GROWTH�OF� THE�COMPANIES¾�STAFF�OVER� THE� LAST� TWO�YEARS�WAS

��
�THE�COMPANIES�	APART�FROM�THE�CONCESSIONAIRES�FOR�06�ELECTRIFICATION�OF�RURAL�AREAS


EXPECT� AN� AVERAGE� ANNUAL� STAFF� GROWTH� OF� ���� FOR� THE� NEXT� �� YEARS�� /NLY� THE

CONCESSIONAIRES� FOR� RURAL� 06�ELECTRIFICATION� EXPECT� TO� GROW� SIGNIFICANTLY� FASTER�� )T� IS

INTERESTING�TO�NOTE�THAT�AMONGST�THOSE�COMPANIES
�THAT�HAD�BEEN�ABLE�TO�INCREASE�THEIR



STAFF�OVER�THE�LAST���YEARS
�����OF�ALL�JOBS�WERE�BASED�ON�PRIVATE�DEMAND��%VIDENTLY�IT�IS

ESSENTIAL� FOR� A� COMPANY� TO� FOCUS� STRONGLY� ON� THE� PRIVATE� DEMAND� INSTEAD� OF� PUBLIC

PROJECTS�IF�GROWTH�IS�TO�BE�ACHIEVED�

#ONSIDERING�POMZ�THOSE�COMPANIES�THAT�FOCUS�ON�PRIVATE�DEMAND�	FIGURE��

� THE�OVERALL

PICTURE�IS�THAT�THE�ACTIVITIES�BASED�ON�PRIVATE�DEMAND�ARE�RATHER�SIMILAR�TO�THOSE�WHICH

FOCUS�ON�PUBLIC�PROJECTS
�APART�FROM�SOLAR�WATER�HEATING�WHERE�APPROXIMATELY�����OF�ALL

JOBS�RECORDED�IN�THIS�SURVEY�ARE�ACTUALLY�BASED�ON�TRULY�PRIVATE�DEMAND�
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&OR� COMPANIES� CONCENTRATING� ON� PRIVATE� DEMAND� THE� AVERAGE� STAFF� WAS� ���� OF� THE

MAXIMUM�NUMBER
�WHILE� THIS�PERCENTAGE�WAS�ONLY� ���� FOR� COMPANIES� THAT� FOCUS� ON

PUBLIC� PROJECTS�� 4HIS� INDICATES� THAT� THE� PRIVATE� SECTOR� IS� A� RATHER� CONTINUOUS� BUSINESS

WHILE�THE�PUBLIC�PROJECTS�WORK�ON�A�STOP�START�BASIS�

)T�CAN�BE�SUMMARIZED�THAT�THE�CURRENT�3OUTH�ÌFRICAN�2ENEWABLE�%NERGY�SECTOR�IS�STRONGLY

FOCUSSING�ON�OFF�GRID�PHOTOVOLTAIC�APPLICATIONS��#OMPARED�TO�THE�%UROPEAN�EXAMPLE�THE

OVERALL� GROWTH� EXPECTATIONS� WITH� REGARD� TO� 2ENEWABLE� %NERGIES� IN� 3OUTH� ÌFRICA� ARE

RATHER� MODERATE�� 7HILE� PUBLIC� PROJECTS� ACCOUNT� FOR� ALMOST� HALF� OF� THE� NATIONAL

2ENEWABLE�%NERGY�ACTIVITY
�WHEREVER�MODEST�GROWTH� TAKES�PLACE� IT� IS� LINKED� TO�PRIVATE

DEMAND�

+PC�$SFBUJPO��/JDIF�NBSLFUT�BOE�PS�CVML�FOFSHZ�TVQQMZ 

ÌS�SEEN�ABOVE
�2ENEWABLE�%NERGIES�IN�3OUTH�ÌFRICA�MAINLY�FOCUS�ON�NICHE�MARKETS�SUCH

AS�NON�GRID�ELECTRIFICATION�IN�RURAL�AREAS��"Y�CONTRAST
�THE�%5� IS� INTRODUCING�2ENEWABLES

ON� A� LARGE� SCALE� IN� ORDER� TO� SUBSTITUTE� CONVENTIONAL� FORMS� OF� ENERGY�� )T� HAS� BEEN

CALCULATED�THAT�THIS�PROCESS�CAN�LEAD�TO�OVER���������NEW�JOBS� IN�THE�%5�BY������;�=�

&OR� 'ERMANY� ALONE� THE� NUMBER� OF� DIRECT� AND� INDIRECT� JOBS� IN� THE� 2ENEWABLE� %NERGY

SECTOR� IS� CURRENTLY� BETWEEN� ��� ���� AND� ���������-OST� OF� THE� 2%� JOBS� IN� %UROPE� ARE

ANTICIPATED� IN� THE� SECTORS� OF� AGRICULTURE
� BUILDING
� AND� MANUFACTURING� WITH� A� STRONG

FOCUS�ON�BIOMASS�TECHNOLOGIES�	BOTH�FUEL�SUPPLY�AND�BIOMASS�ELECTRICITY�CO�GENERATION
�

-ANY�OF�THESE�ENTIRELY�NEW�INDUSTRIES�WOULD�FIND�A�MUCH�BETTER�BUSINESS�ENVIRONMENT�IN

3OUTH�ÌFRICA� THAN� IN� %UROPE� DUE� THE� FAVOURABLE� CLIMATIC� CONDITIONS
� IF� ONLY� A� SUITABLE
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RANGE�OF�SUPPORT�INSTRUMENTS�WOULD�BE�APPLIED�AND�A�NUMBER�OF�INSTITUTIONAL�BARRIERS�BE

REMOVED��4HE�3OUTH�ÌFRICAN�7HITE�0APER�ON�2ENEWABLE�%NERGY�STATES�THE�MEDIUM�TERM

	���YEAR
�TARGET�THAT�THE�2ENEWABLE�%NERGY�SOURCES½�SHARE�OF�FINAL�ENERGY�CONSUMPTION

SHOULD� INCREASE� FROM� ��� IN� ����� TO� ���� BY� THE� YEAR� ������ 4HIS� AMOUNTS� TO� AN

ADDITIONAL� ANNUAL� FINAL� ENERGY� SUPPLY� GENERATED� FROM� 3FOFXBCMF� %NERGIES� OF

APPROXIMATELY� ���� ���� 4*�� )N� ORDER� TO� ACHIEVE� THIS� AMBITIOUS� OBJECTIVE
� 2ENEWABLE

%NERGIES� IN� 3OUTH� ÌFRICA� MUST� LEAVE� THEIR� NICHES� AND� START� TO� CONTRIBUTE� TO� THE� BULK

SUPPLY�OF� ENERGY�ON�A� LARGE� SCALE�� )N� THIS� CONTEXT
�MAJOR� CONTRIBUTIONS� TO� THE�NATIONAL

FINAL�ENERGY�MIX� CAN�MAINLY�BE�EXPECTED� FROM�BIOFUELS
� SOLAR�WATER�HEATING
�AND�GRID�

CONNECTED� ELECTRICITY�� 4HIS� DEVELOPMENT� IS� ASSOCIATED� WITH� THE� CREATION� OF� ENORMOUS

NUMBERS� OF� NEW� JOBS�� )T� IS� ESTIMATED� THAT� BIODIESEL� ALONE� CAN� CONTRIBUTE� ��� ���� 4*

	EQUIVALENT� TO� ����OF� THE� INTENDED�NATIONAL�2ENEWABLE� %NERGY� INCREASE� FOR� ����
� TO

3OUTH�ÌFRICA¾S� FINAL�ENERGY�SUPPLY
�COMING�ALONG�WITH�UP� TO���������NEW� JOBS� IN� THE

RELATED�SECTORS��3IMILARLY
�A�SIGNIFICANT�NUMBER�OF�NEW�JOBS�WILL�BE�CREATED�IN�THE�FIELD�OF

GREEN�ELECTRICITY�BECAUSE� IT� IS�MUCH�MORE� LABOUR� INTENSIVE�THAN�CONVENTIONAL�ELECTRICITY�

ÌS�WITH� BIODIESEL
�MANY�OF� THE� JOBS� RELATED� TO� GREEN� ELECTRICITY� CAN� BE� CREATED� IN� THE

AGRICULTURAL�SECTOR
�WHERE�BIOMASS�CO�GENERATION�TECHNIQUES�ARE�AN�EFFICIENT�AND�CHEAP

OPTION� FOR�POWER�GENERATION��(OWEVER
� OTHER�GRID�CONNECTED� RENEWABLE� ENERGIES� ALSO

HAVE� A� SIGNIFICANT� JOB� CREATION� POTENTIAL�� ÌS� ALREADY� SEEN� IN� %UROPE
� WIND� ENERGY� FOR

EXAMPLE� IS� APPROXIMATELY� A� FACTOR� OF� ��� MORE� LABOUR� INTENSIVE� PER� ENERGY� UNIT� THAN

NUCLEAR�ENERGY�

7HILE�THE�NUMBER�OF�JOBS�IN�THE�COAL�BASED�CONVENTIONAL�ELECTRICITY�SUPPLY�INDUSTRY�HAS

BEEN�CONTINUOUSLY�DECREASING�FOR�MANY�YEARS
�IT�CAN�BE�CONCLUDED�THAT�THE�BULK�USE�OF

2ENEWABLES� %NERGIES� IN� THE� FUEL� AND� ELECTRICITY� SECTORS� WILL� CLEARLY� CREATE� ENORMOUS

NUMBERS� OF� NEW� JOBS� IN� 3OUTH� ÌFRICA�� )N� ORDER� FOR� THIS� JOB� CREATION� POTENTIAL� TO

MATERIALISE
� 2ENEWABLE� %NERGIES� WILL� HAVE� TO� EXPAND� FAR� BEYOND� THEIR� CURRENT� 3OUTH

ÌFRICAN� NICHE�MARKETS�� ÌS� A� CONSEQUENCE
� INSTEAD� OF� CARRYING� ON�WITH� A� BUSINESS�AS�

USUAL
�A�NEW�REGULATORY�FRAMEWORK�IS�URGENTLY�NEEDED�TO�ACHIEVE�THIS�AMBITIOUS�TARGET�

"�OFX�SFHVMBUPSZ�GSBNFXPSL�UP�TVQQPSU�3FOFXBCMF�&OFSHJFT�JO�4PVUI�"GSJDB

ÌS� 2ENEWABLE� %NERGIES� ARE� STILL� MORE� EXPENSIVE� PER� UNIT� THAN� MANY� CONVENTIONAL

ENERGIES
� INTELLIGENT� SUPPORT� POLICIES� MUST� BE� CREATED� IN� ORDER� TO� MAKE� THE� FIELD� OF

2ENEWABLES�ATTRACTIVE�FOR�LOCAL�AND�INTERNATIONAL�INVESTORS��4HE�RESULTING�EXTRA�COSTS�FOR

THE� NATIONAL� ECONOMY� WILL� EASILY� BE� COUNTERBALANCED� BY� THE� POSITIVE� SIDE� BENEFITS� OF

2ENEWABLE� %NERGIES� SUCH� AS� JOB� CREATION
� DIVERSIFICATION� OF� THE� NATIONAL� ENERGY� MIX


INDEPENDENCE� FROM� ENERGY� IMPORTS
� AND� INTERNATIONAL� FUNDING� FOR� CARBON� DIOXIDE

MITIGATION�	#LEAN�$EVELOPMENT�-ECHANISM
�#$-
��&URTHERMORE
�A�STRONG�GRID�FOCUSED

2ENEWABLE�%NERGY�INDUSTRY�CAN�SERVE�AS�A�POWERFUL�SEED�FOR�THE�RELATED�COMPANIES¾�OFF�

GRID� ACTIVITIES� IN� RURAL� MARKETS
� THEREBY� ENHANCING� THE� EXISTING� NATIONAL� ELECTRIFICATION

EFFORTS�� ÌS� A� CONSEQUENCE
� -INISTER� 0HUMZILE� -LAMBO�.GCUKA� STATED� IN� THE� $-%¾S

BUDGET�VOTE�SPEECH�ON���-AY�������Á7E�ARE�POISED�TO�PUSH�RENEWABLES�MUCH�HIGHER

AND�EVEN�PEOPLE�WITH�GRID�ELECTRICITY�NEED�TO�BE�GIVEN�THE�CHOICE�Á



7HILE�THE�USE�OF�BIOFUELS�CAN�EASILY�BE�STIMULATED�BY�TAX�INCENTIVES
�A�SUITABLE�INCENTIVE

TO� SUPPORT� GRID�CONNECTED� 2ENEWABLE� %LECTRICITY� SOURCES� STILL� REMAINS� SUBJECT� TO

DISCUSSIONS��4HE�WIDE�VARIETY�OF�RELATED�SUPPORT�POLICIES�THAT�HAVE�BEEN�TESTED�IN�MANY

COUNTRIES� ;�=� HAS� BOILED� DOWN� TO� JUST� TWO� APPROACHES�� FEED�IN� LAWS� AND�QUOTA��GREEN

CERTIFICATE�SYSTEMS��"OTH�APPROACHES�LEAD�TO�LONG�TERM�PRODUCTION�INCENTIVES�	INSTEAD�OF

OFTEN� EMBEZZLED� SHORT�TERM� INVESTMENT� INCENTIVES

� AND� BOTH� FOCUS� ON� COLLECTING� THE

EXTRA� MONEY� ON� THE� ELECTRICITY� MARKET� 	INSTEAD� OF� AN� INEFFICIENT� REDISTRIBUTION� OF� TAX�

PAYERS¾�MONEY�VIA�SUBSIDIES
��)N�THE�FOLLOWING
�BOTH�APPROACHES�WILL�BE�BRIEFLY�DESCRIBED

AND� THE� FEED�IN� LAW�WILL� BE� IDENTIFIED� AS� THE� BETTER� SOLUTION� FOR� THE� PARTICULAR� 3OUTH

ÌFRICAN�CONTEXT�

5IF�RVPUB��HSFFO�DFSUJGJDBUF�BQQSPBDI

5NDER�THE�QUOTA��GREEN�CERTIFICATE�APPROACH�AN�ENTREPRENEUR�WILL�SELL�GREEN�ELECTRICITY�IN

AN�UNPROTECTED�MARKET�AT�FREE�PRICES��À'REEN�CERTIFICATESÁ�ARE�ISSUED�BY�A�REGULATOR�FOR

EVERY�GREEN�ENERGY�UNIT�SOLD��4HESE�GREEN�CERTIFICATES�ARE�PROVIDED�WITH�TRADABLE�VALUE

BY� THE� SO�CALLED� ÀQUOTAÁ�� ÌLL� SUPPLIERS� OF� ELECTRICITY� ARE� FORCED� TO� INCLUDE� A� CERTAIN

PERCENTAGE� OF� GREEN� ELECTRICITY� IN� THEIR� PURCHASES� OR� OTHERWISE� PAY� A� PENALTY�� 4HE

SUPPLIERS�ARE�GIVEN�THE�CHOICE�OF�EITHER�PRODUCING�GREEN�ELECTRICITY�THEMSELVES�OR�BUYING

GREEN�CERTIFICATES� IN�ORDER� TO� AVOID� THE�PENALTY�� 3UPPLIERS�WITH� A� SURPLUS�OF� RENEWABLY

GENERATED�ELECTRICITY�CAN�NOW�SELL�BOTH�ELECTRICITY�BOE�GREEN�CERTIFICATES
�POSSIBLY�MAKING

THE� LARGE�SCALE� PRODUCTION� OF� GREEN� ELECTRICITY� AN� ATTRACTIVE� BUSINESS�� (OWEVER
� THIS

SCHEME� WILL� ONLY� SUPPORT� THE� CHEAPEST� 2ENEWABLE� %NERGY� OPTIONS� WHICH� DO� NOT

NECESSARILY�BRING�ALONG�THE�DESIRED�SIDE�BENEFITS�SUCH�AS�JOB�CREATION��)N�ADDITION
�THERE�IS

NOT�MUCH� INTERNATIONAL� EXPERIENCE� AVAILABLE� AS� THIS�MODEL� IS� RATHER� NEW�� *UST� LIKE� THE

STOCK�MARKET�THE�QUOTA��GREEN�CERTIFICATE�APPROACH�IS�NOT�VERY�TRUSTWORTHY�FOR�INVESTORS

AS�THE�EXACT�VALUE�OF�GREEN�CERTIFICATES�CANNOT�BE�ACCURATELY�PREDICTED�IN�THE�LONG�TERM�

4HE�ÀPENALTY�APPROACHÁ�IS�PERCEIVED�TO�BE�A�THREAT�RATHER�THAN�AN�INCENTIVE
�THERE� IS�A

LOT� OF� BUREAUCRACY
� AND� QUOTAS� HAVE� TO� UNDERGO� A� POLITICALLY� DELICATE� AND� INVESTOR�

UNFRIENDLY� ANNUAL� RE�ADJUSTMENT�� )N� SUMMARY
� A� COMBINED� QUOTA��GREEN� CERTIFICATE

APPROACH�CANNOT�BE�RECOMMENDED�FOR�3OUTH�ÌFRICA�
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/N�THE�OTHER�HAND
�THE�SO�CALLED�FEED�IN�LAW�APPEARS�WELL�SUITED�TO�THE�COUNTRY��5NDER

SUCH�A�SCHEME
�THE�GRID�OPERATORS�ARE�OBLIGED�TO

A
�BUY�ALL�RENEWABLY�GENERATED�ELECTRICITY�THAT�IS�OFFERED�TO�THEM�BY�ANY�GRID�CONNECTED

PRODUCER
�AND

B
�PAY�FIXED�PRICES�FOR�GREEN�ELECTRICITY�WHICH�ARE�DEFINED�IN�THE�LAW�

4HE� GRID�FEEDER� TARIFFS� DEFINED� BY� LAW� MUST� BE� CHOSEN� SUFFICIENTLY� HIGH� SO� THAT� THEY

CREATE� AN� ATTRACTIVE� BUSINESS� ENVIRONMENT� FOR� INVESTORS�� ÌS� A� RESULT
� THE� ELECTRICITY

DISTRIBUTORS� MUST� SLIGHTLY� RAISE� THE� END�USER� PRICES�� (OWEVER
� DUE� TO� THE� SMALL

PERCENTAGE�OF�2ENEWABLES�COMPARED�TO�THE�HIGH�AMOUNT�OF�OTHER�ENERGY�FORMS�IN�THE

ELECTRICITY� MIX� THE� OVERALL� PRICE� INCREASE� IS� NEGLIGIBLE�� ÌS� THE� GRID� OPERATORS� ARE� STILL

AUTONOMOUS� WITH� REGARD� TO� THE� END�USER� TARIFFS
� SUBSIDISED� TARIFFS� FOR� LOW�INCOME

CUSTOMERS�ARE�OF�COURSE�STILL�POSSIBLE�

4HE� FEED�IN� LAW� DOES� NOT� NEED� ANY� PUBLIC� FUNDS� TO� BE� COLLECTED� BEFORE� ITS

IMPLEMENTATION�AND�CAN�THEREFORE�IN�PRINCIPLE�BE�PASSED�AT�ANY�TIME��ÌS�IN�A�FEED�IN�LAW

SOME�FORMS�OF�2ENEWABLE�%LECTRICITY�CAN�BE�GRANTED�MORE�FAVOURABLE�PRICES�THAN�OTHERS


'OVERNMENT�KEEPS�EFFECTIVE�CONTROL�OVER�THE�ENERGY�MIX��%SPECIALLY�HIGHLY�JOB�INTENSIVE

ENERGY�FORMS�SUCH�AS�BIOMASS�CO�GENERATION�CAN�BE�OFFERED�MORE�ATTRACTIVE�CONDITIONS�

)T� IS� THEREFORE� NO� SURPRISING� RESULT� OF� THE� ABOVE� MENTIONED� SURVEY� THAT� ���� OF� THE

COMPANIES� INDICATED� TO� EXPECT� A� SIGNIFICANT� GROWTH� IN� THE� FIELD� OF� GRID�CONNECTED

2ENEWABLE�%NERGIES�PROVIDED�3OUTH�ÌFRICA�PASSED�A�WELL�CRAFTED�NATIONAL�FEED�IN�LAW��ÌS

THE� ELECTRICITY� DISTRIBUTION� SECTOR� IS� CURRENTLY� SUBJECT� TO� FUNDAMENTAL� REFORMS
� THE

FRAMEWORK�OF�A�FEED�IN�LAW�SHOULD�BE�INCLUDED�IN�THE�RELEVANT�BLUEPRINTS��4HE�PROPOSED
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REFORM� WILL� THEREBY� NOT� ONLY� INCREASE� THE� SECTOR¾S� EFFICIENCY
� BUT� COULD� ALSO� LAY� THE

FOUNDATIONS� FOR�MASSIVE� JOB�CREATION� THROUGH�2ENEWABLE�%NERGIES� IN�3OUTH�ÌFRICA�AND

THE�REGION�
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