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This report reveals several key messages relating to renewable energy in South Africa.

Transformation of the generation base 
Firstly, it is important to understand that current plans by the South African 
Government to ramp up utility-scale renewable energy (RE) are not ambitious by 
international standards, and will not transform the coal-fired electricity generation base 
by 2030. This continuing reliance on coal does not promote a climate-resilient future in 
which the food, energy and water sectors are balanced in such a way as to support the 
needs of the country’s people. 

WWF argues that SA should plan for double the proposed levels of RE penetration by 
2030, supplying up to 19% share of electricity demand by then.

Technical challenges
Doubling the planned 2030 RE penetration rate is possible from a technical perspective. 
Challenges may nevertheless arise from limitations in transmission network capacity and 
from the need to balance the national grid. 

In order to manage transmission network constraints in the short term, RE developers 
should therefore be incentivised to build plants in areas where spare transmission 
system capacity already exists. In the medium term, Eskom will need to build 
infrastructure connecting the best solar and wind sites to regions with the greatest 
electricity demand. Opting to decentralise power supply by locating plants closer to local 
points of load demand will also relieve pressure on the system. 

In order to balance the grid, Eskom will need to ensure that sufficient flexible gas turbine 
capacity exists at the same time that developers are being incentivised to add storage 
capacity and key distribution points. 

Critical enablers
Within this context, a supportive policy environment and a sustainable fiscal approach 
will be critical enablers. It is therefore important for Government to commit to future 
RE procurement plans and electricity sector reform in order to encourage further 
investment in local manufacturing capacity. 

It is clear that equipment manufacturers need greater certainty regarding the 
procurement programme for centralised energy supply as well as decentralised supply 
in local markets, at municipal and private level. To date, South Africa has attracted 
suboptimal levels of foreign direct investment, and import substitution often takes the 
place of the more meaningful development of a competitive manufacturing sector. 
In a similar vein, a credible and sustainable fiscal approach will be critical to the 
continued bankability of RE projects, specifically those that are centrally procured. 
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Coordinating regulation and policy across various departments in order to support 
smooth RE bid and project development processes will support industry growth and 
continued investor interest in South Africa.

A�ordability
RE will likely be more affordable than expected. This is partly due to the fact that 
technology costs are falling, especially for solar photovoltaic (PV) power, as well 
the fact that local bids are becoming increasingly more competitive. RE is already 
competing favourably with new coal-fired and nuclear power on the basis of price per 
kilowatt hour.  

Developing capacity to generate a meaningful share of total electricity demand by 
renewable means will cost 1-2% of GDP annually. This needs to be seen in relation to 
the fact that improved infrastructure has the potential to significantly improve GDP 
in the medium term. Improved renewable energy capacity will also enable decision-
makers to avoid the danger of overinvestment in new capacity.  The ability to build 
capacity flexibly in smaller increments is a great benefit of RE, especially given South 
Africa’s unpredictable electricity demand growth. 

Localisation
Finally, localisation and competitively priced capital will support continued cost 
competitiveness. Not only can local manufacturing help to buffer the energy sector 
against a depreciating local currency, it can also contribute significantly to job creation 
and empowerment. 

Availability of attractively priced debt is key to competitive tariffs too. Upcoming Basel 
III regulation and prudential portfolio limits will tend to limit the appetite of local 
banks for investment in the energy sector and push up the cost of project debt. In 
addition to this, fully financed empowerment partners are in short supply, potentially 
representing a constraint on expansion of the sector.

Retirement funds, with their long-term horizons and large investment bases, will 
therefore have an important role to play in the provision of supplementary funding for 
both RE projects and empowerment partners.  

Author: Megan Sager
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Why we are here
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To stop the degradation of the planet’s natural environment and
to build a future in which humans live in harmony with nature.
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