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Executive Summary 
 
 
 
South African National Energy Policy related to energy efficiency and renewable energy is 
extensive, comprehensive and there is no evidence of implementation, outside of the Eskom 
ambit, even of the most elementary no/low cost measures. 
 
Eskom has demonstrated, albeit under the forced conditions of supply shortfall, the capability to 
implement impressive energy efficiency programmes funded under highly problematic regulatory 
regimes. 
 
The Western Cape’s best chance of achieving and exceeding the targets in its Sustainable Energy 
Strategy, and of securing the maximum practical energy security in a challenging national energy 
supply crisis, is to latch on to and provide active support to the Eskom New 3 Year DSM Plan 
and to cooperate in implementing this plan which subsumes the Western Cape Sustainable 
Energy Strategy goals. 
 
The issue of independent regulation has shown itself to be vexed: the most important 
improvement would be to develop and approve the Implementation Plan mentioned in the 
Regulatory Policy on Energy Efficiency and Demand Side Management for South African 

Electricity Industry, and in so doing to address the issue of conflicting incentives, especially Net 
Lost Revenue. Once the Regulatory Policy Implementation Plan has been approved it would be 
(realistically) possible for local authorities to access the funding currently being accessed (for 
administration) by Eskom and the Provincial Government of the Western Cape could play an 
important role in assisting local authorities to implement energy efficiency and renewable energy 
programmes. 
 
Two areas outside the Eskom ambit that present huge potential for energy efficiency 
improvements and are no/low cost are building regulations and appliance labeling and standards. 
They also require very little additional administrative capacity in the South African context as the 
systems for setting, monitoring and enforcing standards for building and appliances already exist, 
as do policies backing implementation of these standards. It is most instructive that government 
in South Africa does not enforce such standards for energy efficiency. 
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CONTEXT of the Western Cape Sustainable Energy Strategy  

Aim of this paper 
The purpose of this paper is to provide a commentary on the economic, legislative, regulatory and 
institutional context of the Western Cape Sustainable Energy Strategy and Programme of Action 
(PGWC 2007:13) with a view to assessing issues relevant to implementation of the Sustainable 
Energy Strategy. 
 
This paper accepts the validity of the scenarios in the Sustainable Energy Strategy as a departure 
point, and views the targets in the Strategy as realistic and technically achievable: i.e. the paper is 
not concerned with assessing the economic modeling and technology options presented in the 
Sustainable Energy Strategy. The primary concern of the paper is the economic, legislative, 
regulatory and institutional context related to the implementation of the Strategy. 
 
Also, it is assumed that the case for energy efficiency in general does not have to be made here: it 
has been compelling made in a (very) large body of work (for example see Jaffe, S et al 2004). 
 
It is also assumed that the reader has read and has access to the Sustainable Energy Strategy 
document (PGWC 2007:13) and largely agrees with the validity of the scenarios and targets. 

Introduction 
Globally (international energy sector conditions) 
 
- After being below US$50 for twenty years (mostly below US$30) in 2005 the crude oil 

price breached US$50 in 2005 and after breaching US$100 in early 2008 is currently 
trading just in the region of US$120. 

o Historically, general energy prices track the crude price in the medium term – 
there are no new conditions that will alter this in the medium term 

   
- International prices for conventional electricity generation plant have escalated 

substantially, impacting on local (mainly Eskom at present) costs for new plant 
construction. 

 
- International coal prices have risen “dramatically”. This is in line with the expected 

tracking of crude oil. (Eskom 2008a) 
 

- At the end of the period in which the Sustainable Energy Strategy (PWWC 2007:13) was 
being developed the International Panel on Climate Change (IPCC) published its Fourth 
Assessment Report (IPCC 2007a).  The international response will in all likelihood lead 
to a sustained and dramatic further increase in prices for energy involving Green House 
Gas emissions. 
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Locally (South African domestic energy sector conditions) 
 
- Around 2007 South Africa moved from decades of over-capacity in electricity supply to a 

medium to long term deficit situation (DME 2006a). 
 
- There is an imminent petroleum product supply shortage which will become a feature of 

the future economic environment. (DME 2005a). 
 

- After decades of abundant coal priced at amongst the lowest levels in the world Eskom 
has been facing domestic coal shortages and paying up to eight times the prices paid two 
years ago. Eskom’s traditional access to low-price coal is probably also history. 
(Independent on-line 2008) 

 
Western Cape province energy sector conditions 
 
As well as being subject to the new national conditions the Western Cape also… 
 
- has moved from a situation of having experienced a secure and adequate1 electricity 

supply to, firstly, in winter 2006, an insecure and inadequate supply with unplanned 
rolling blackouts over a period of months, then in January 2008, to a situation of 
indefinite duration but most likely to last for at least five years, of ongoing inadequate 
supply which is first being dealt with using scheduled load shedding and which may 
move to rationing but which may find (a partial) solution through implementation of the 
measures to achieve the very targets set in the Sustainable Energy Strategy. 

   
- The reliability of the total electricity supply is sub-optimal: the transmission line from the 

baseload stations upcountry has a capacity of 2,9GW and peak demand in the Western 
Cape is of the order of 3,5-3,9GW, the difference largely being made up by Koeberg (2 X 
1GW) and the newly commissioned Ankerlig (which runs at unacceptable high fuel costs 
except for exceptional peak situations). Thus if both Koeberg units are shut down, not a 
(very) unexpected situation, the Western Cape has to shed load to maintain system 
integrity 

 
- Electricity prices in the Western Cape, mimicking those in the rest of South Africa, have 

been amongst the lowest in the world for decades. Now, a rapid rise is most likely, with a 
minimum increase over the next two-three years of more than one-hundred percent 
(Eskom 2008a) and further substantial ongoing increases in subsequent years. 

 
This volatility of the energy sector environment has been experienced globally, nationally and 
locally in the Western Cape since the beginning of the Sustainable Energy Strategy development 
process in June 2005 with the publication of the Towards development of a sustainable energy 

strategy. Draft Status Quo and Gap Analysis (PGWC 2005:3). The need for implementing plans 
to achieve the goals set in the Western Cape Sustainable Energy Strategy and in fact the need to 
urgently accelerate these plans has been demonstrated. In fact, goals that were regarded as 
ambitious and “optional nice-to-haves” outside the “alternative” minority renewable energy, 
energy efficiency and environmental protection advocacy communities have become, in a period 
of only a few years, minimum goals acknowledged by the mainstream conventional energy 
supply industry as requiring rapid implementation. 

                                                   
1 Bulk supply security: there have long been problems with energy poverty at the level of individual households. 
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Global context for energy efficiency 
Energy efficiency has been a significant and substantial component of economic policy in 
market-based industrial economies since the first energy crisis in the early 1970s. By comparison, 
until the last three years, South Africa has not implemented effective energy efficiency 
programmes. 
 
For example, 

“…refrigerators were the largest residential user of electricity in 1972 in the United 

States, … their energy consumption declined fourfold over the next 30 years as a result of 

policy at the same time that the size and features were increasing and the price to the 

consumer decreasing in real dollars.” 
(Goldstein and Geller 1999, cited in Finamore, B, Hu, Z et al 2003). 

U.S. Refrigerator Energy Use v. Time with Real Price
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Success of the Refrigerator 

 
 
Energy efficiency standards for refrigerators, a very inexpensive measure, were implemented 
resulting in large savings for households, large avoided investments in electricity supply capacity 
for utilities and much less environmental degradation. 
 
This is just one example of many: internationally significant improvements in energy efficiency 
have been implemented across economic sectors: households, transport, industry, building 
heating ventilation cooling and lighting and also in the production of energy, moves from coal to 
gas, then to renewables, exhibiting in all these sectors and applications, similar benefit curves to 
the one for refrigerators that is shown - so much so that instead of being seen as cost, energy 
efficiency became to be seen as a resource: 
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The Value of Energy Efficiency

� It is the Cleanest (Cheapest, Most Flexible) 
Resource

* 2-3 cents/kWh
* Saves $billions in energy costs and avoided plant 

investments
* Reduces water consumption/air pollution and 

carbon emissions

� It is Abundant
* Huge cost-effective untapped savings

� It Delivers
* Proven reliability
* Reduced price volatility

Photo: Chris Calwell  
 
And recognizing this, investments in efficiency were taken up and integrated into the energy 
sector to the extent for example, after the first decade or so of implementation: 

California Energy Commission:
“Energy efficiency has played a major role in establishing California’s current 

favorable energy situation.  The state will enter the 1990s with enough reasonably-

priced energy to supply a growing demand.  Without the efficiency gains of the 

preceding decade, however, it would be facing a very different situation.”

Achievements of Early Efficiency Programs:
� Saved $1.9 billion in electricity bills and $1.1 
billion in natural gas bills from 1977-1985.

� By 1985, avoided 6,000 MW of peak demand 
compared to trends predicted in 1977.

� Compared to 1977 trends, reduced electricity 
consumption in 1988 by 10%.  

Source: California Energy Commission

Early Success in California

California Energy Commission

 
 
Energy efficiency programmes such as the example above became the norm in market-based 
industrialised economies after being catalyzed by the energy supply crisis in the early 1970s. The 
obvious huge economic benefits then led to their ongoing and extended implementation, even in 
periods of adequate energy supply. 
 
Simple and very low cost (per kWh saved) building and energy standards deliver results 
equivalent to the more complex energy efficiency improvements in industry and energy systems. 
All of these have a role to play and multiple approaches are powerful: 
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Source: Xenergy

Cumulative Savings Achieved in California 

The Power of Multiple Approaches

By 2000, nearly 
35,000 GWh saved 

per year through 
energy efficiency 

programs and 
codes and 
standards.

 
 
It is not only the traditionally market-based industrial economies that have evidenced 
understanding of the importance of energy efficiency by making it a significant component of 
their energy resource bases. When China began implementing its reforms in 1978 and began the 
transformation from a centrally planned economy to a market based system it also began 
implementing energy efficiency policies and from having had a highly energy intensive economy, 
China: 

“has achieved tremendous success over the last 20 years in reducing its energy 
intensity—the energy consumed per unit of Gross Domestic Product (GDP). China’s 

energy consumption per 10,000 RMB (Chinese dollar) (U.S. $1,211) of GDP has fallen 
from the equivalent of 5.58 tons of standard coal in 1990 to 1.71 tons in 1999.” 
(Finamore, B, Hu, Z et al 2003) 

 

South African national context 
 
The national Minister of Minerals and Energy summed up the South African energy efficiency 
situation in March 2005 in her foreword to the Energy Efficiency Strategy of the Republic of 
South Africa when she wrote2: 
 

“…in many respects we start with a clean slate with little energy efficiency measures 

having taken place, apart from many years of work by universities and other 
research institutions that have pointed the way. (DME 2005:9) 

 

                                                   
2 Although this shows that she was either ignorant of or ignoring the Eskom EEDSM programme, which was not part of 
her DME’s strategy, which claims (see later) that: •Savings of 197 MW were contracted during the 2004 financial year – a 
major improvement from the 101MW achieved in 2003 and that: The 197 MW was made up of 114 MW of energy 
efficiency and 83 MW of load management (The National Electricity Regulator does not support these claims –see later-, 
a most interesting and ongoing feature of the South African institutional environment of energy efficiency and renewable 
energy.) 
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The South African Energy Efficiency Strategy, published in March 2005, was a significant 
development in moving towards development of energy efficiency as a national policy. It was not 
an isolated development. The Regulatory Policy on Energy Efficiency and Demand Side 
Management for South African Electricity Industry (NER 2004:1) had been approved the year 
before and Rm100s (hundreds of millions) of Rands already allocated to energy efficiency under 
this Regulatory Policy when the Energy Efficiency Strategy was announced. 
 
The Minister also writes, in the same foreword, that: 
 

“The White Paper on Energy Policy (1998) recognized that standards and appliance 
labeling should be the first measures to put in place in implementing energy efficiency.” 

 
The Energy Efficiency policy in the 1998 White Paper was formulated on the basis of a large 
body of local work, which identifies huge potential benefits that can be realised through 
implementation of energy efficiency measures in South Africa. 
 
The Energy Policy White Paper and Energy Efficiency Strategy of the Republic of South Africa 
are part of a large body of official policy and strategy documents and legislation that relate to 
energy efficiency and renewable energy. 
 
Appendix 1 contains a list of government documentation selected by the author as being directly 

relevant and applicable to energy efficiency and renewable energy in the Western Cape namely 
25 pieces of national legislation, 5 substantial policy documents, 9 national strategies and plans, 3 
documents of national regulations, 13 Provincial Government of the Western Cape strategies and 
plans and the City of Cape Town Energy Strategy document. What is meant by directly relevant 

and applicable is that this is a minimum set of source government information that one would 
need to be familiar with to effectively understand the field of energy efficiency and renewable 
energy policy and strategies. The question is moot as to the linkages between this document set 
and implementation of energy efficiency and renewable energy programmes of any significance. 
 
It is against this national background that the Sustainable Energy Strategy of the Western Cape is 
being developed and will need to be implemented. 
 
A comprehensive survey of all the relevant sections in this list of documentation would amount to 
a sizeable and highly technical report all on its own, but more importantly, it would not be useful 
because much of the development of policy related to energy efficiency and renewable energy 
was premised on re-structuring of the electricity industry and other3 energy sector developments 
which have either stalled or been reversed, and/or the establishment of effective independent 
regulation, which is also a moot point. Thus, the section below uses selected policy and 
regulatory examples within a narrative of selected developments in energy national4 efficiency5 to 
build the argument which the subsequent recommendation on the Western Cape Sustainable 
Energy Strategy is based. 

                                                   
3 Such as the de-regulation of the liquid fuels industry, a non-nuclear policy (almost completely implemented in the 
decommissioning of South Africa’s considerable nuclear enrichment and nuclear fuel fabrication industries. 
4 With one very relevant example of the Western Cape. 
5 Much of what applies to energy efficiency applies equally to renewable energy, hence the logic of the Sustainable 
Energy Strategy having a chanter devoted to each of these and seven chapters applicable to both. 
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Legislation related to Energy Efficiency and Renewable Energy 

As mentioned above, the author has identified 26 Acts of parliament6 directly relevant to energy 
efficiency and/or renewable energy. 
 
Glazewski (2005) provided a useful survey of a selection of these Acts in his paper “The Legal 
Framework for Renewable Energy in South Africa” which is a brief and accessible summary and 
so the reader is referred there and it will not be repeated here apart from the following items 
covered in the paper, relating to the National Energy Bill of 2004. 
 
Three points are particularly relevant. 
 

• The bill has energy efficiency as one of its five main concerns, making provision for the 
establishment of a national energy efficiency programme, and Renewable energy – 
essentially the two subjects of the Western Cape Sustainable Energy Strategy. 

 

• The bill Has Integrated Energy Planning as one of its other five main concerns. The 
relevance to the Sustainable Energy Strategy is strong: – a previous draft of the Western 
Cape Sustainable Energy Strategy was titled: “Draft Western Cape Integrated Energy 
Strategy January 2007” (PGWC 2007:8). The current “Sustainable Energy Strategy and 

Programme of Action for the Western Cape (Draft) November 2007” (PGWC 2007:13) is 
an update of the Integrated Energy Strategy and has no substantial changes marking the 
change from “Integrated” to “Sustainable”. 

 
 
Essentially, the 2004 Energy Bill aims at establishing the necessary framework to introduce 
sustainable development principles, which provide a rational framework for energy efficiency and 
renewable energy, into the Energy Arena in South Africa, against a background typically driven 
by energy supply sectors which by their nature did not focus on sustainability. 
 
� The Bill has not progressed beyond its initial 2004 draft. 
 

Regulatory Policy on Energy Efficiency and Demand Side Management for South African 
Electricity Industry 
 
In July 2004 the South African National Electricity Regulator (NER) approved the Regulatory 

Policy on Energy Efficiency and Demand Side Management for South African Electricity Industry 
(NER 2004:1), According to this Policy a provision is made for funding energy efficiency and 
demand side management (EEDSM) in the electricity sector through the electricity tariff: i.e. the 
overall electricity tariff is increased to cover investments in energy efficiency and DSM. This is 
done (in principle) “through a volumetric surcharge energy (c/kWh) collected at the wholesale 

market level” (NER 2004:1, page 31). 
 
This Regulatory Policy also specifies that a minimum of 152 MW reduction in peak demand and 
292 GWh energy savings should be achieved annually with the fund (NER 2004:1 page 36). The 
Policy goes on to specify how the targets are allocated: 
 

                                                   
6 This does not include the many amendments of these Acts, although (confusingly) some “Amendment” Acts are 
included, but the Amendment Acts listed are generally the enactment of new directions in policy, not minor changes or 
clarifications etc. 
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Programme Category Annual MW 
Displacements 

Annual 
Energy 

Displaced 
GWh 

Residential Energy Efficiency 32 115 
Commercial Efficiency 14 68 

  Industrial and Mining Efficiency 16 109 

Residential Load Management  49  

Industrial and Mining Load Management lalanagctneni  41  

Annual Total 152  

 
The Regulatory Policy requires that benchmarks for investments are applied and for energy 
efficiency, in the aggregate, projects are required to be viable at a level of R3.5m/MW (NER 
2005:2) with energy efficiency projects attracting either a 100% or 50% capital subsidy from the 
fund and DSM load shifting projects attracting a 100% subsidy (NER 2004:1). The amount 
budgeted for this year (2008/2009) was R392m (NER 2005:2). 
 
� National legislation and regulatory policy actively enables energy efficiency in the electricity 
sector and makes available a fund of around R400m p.a. for energy efficiency and DSM in the 
electricity sector. 
 
The preceding regulatory framework for energy efficiency funding in the electricity sector was 
established before the electricity supply crises in the Western Cape in 2006 and the national 
supply crisis beginning January 2008. It was also established at a time when the re-structuring of 
the electricity market, especially the establishment of REDS was deemed to be imminent. The 
Regulatory Policy hands the administration of the fund to Eskom with overall control and 
management of the principles of funding to NERSA (NER 2004:1). Under this interim 
arrangement the Regulatory Policy states the following: 
 

“4.7.4 Major Licensed Distributors to Develop EEDSM Plans and Implementation 

Schedule 

 
The major distributor must ensure implementation of EEDSM programmes with regard 
to all customers it supplies and reduce its internal demand. 

 

The following would be required of Major Distributors: 

• Develop EEDSM plans using the methodologies of integrated resource planning. 
• Develop an Implementation Schedule for the following year. 
• Submit plans, schedules and budgets to NER for approval during the distributor's  

annual price/tariff increase. 
• Ensure implementation of EEDSM as laid out in the Implementation Schedule 

• Evaluate and revise plans annually (NER approval) 
• Format and details of plans will be prescribed by NER 

• Funding of EEDSM should be obtained through the Eskom DSM Fund” 
 
� It is not only Eskom that is required to implement energy efficiency and DSM but Major 
Licensed Distributors are also required to develop and implement energy efficiency and DSM. 
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� Western Cape electricity customers contribute to the fund, which most economists would 
agree is a form of tax, and thus Western Cape electricity customers could claim an interest in how 
the Western Cape Sustainable Energy Strategy, which has large areas of overlap with what the 
fund finances, benefits from the fund. 
 
 

Performance of electricity sector energy efficiency programmes to date 

 
2003-2005: VERSION 1 - National Electricity Regulator of South Africa (NER) 

 
After the approval of the Regulatory Policy (NER 2004:1) and prior to the Western Cape 
electricity supply crisis the NER noted, in December 2005 that: 
 

“Eskom has a target to deliver 152 MW per annum reduction in peak demand 
each year. To date Eskom has not met the EEDSM target, has under spent its 

budget and has not provided quarterly reports to the NER’s satisfaction. 
Based on an extensive analysis conducted on submitted EEDSM expenses for the 
control period, the following amounts have been allowed: R155M, R256M and 

R392M for 2006/7, 2007/8 and 2008/9 respectively for EEDSM expenses.” 
(NER 2005:2) 

 
Thus, according to the NER report, even with a fund of millions of Rand allocated to 
energy efficiency investments, according to this NER report the fund was (very) under-
spent: it appears that the resultant investment in DSM from the time of approval of the 
Regulatory Policy in July 2004 and allocation of the funds, until the report in December 
2005, was a small portion of the approximately R400m that was expected to be expended. 
 
� The conclusion that can be drawn from the above (if the NER version is accepted) is 
that even with the policy, legislative and regulatory framework in place and even with a 
highly competent utility and major electricity distributors, with the undisputed 
administrative and technical capabilities to implement energy efficiency programmes, 
and a generous fund available, investments in energy efficiency were still not necessarily 
given the priority called for in the policy and regulations. 

 
2003-2005: VERSION 2 Eskom 

 
According to the Eskom publication “Energy Efficiency and Demand Side Management 

in South Africa” (Eskom 2006a): 
 

“In September 2002, the DSM Fund was approved, and 2003 was spent mainly on 

setting up the DSM business model and operations, customer awareness and 

education campaigns, as well as the establishment of Energy Services Company 

(ESCo) industry. During 2004 and 2005, Demand Side Management started to pick 
up momentum, with clients and projects being signed and implemented in all its 
market sectors. 

 

Results 
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Highlights of the DSM roll-out from 2004 to mid-year 2006 can be 

summarised as follows: 
 

2004 
• Savings of 197 MW were contracted during the 2004 financial year – a major 

improvement from the 101MW achieved in 2003. 

• The 197 MW was made up of 114 MW of energy efficiency and 83 MW of load 

management 

• … 

 

2005 
• DSM management again exceeded the 2005 target, realising savings of 171 MW 

implemented, with energy efficiency contributing 116 MW towards the 171 MW 

achieved, … 

• The Department of Minerals and Energy launched the energy efficiency strategy 

for South Africa, setting specific energy efficiency targets for the various 
industries.” 

 
Thus, according to the Eskom report, the DSM programme was ramped up over a period 
of three years, from a base of practically zero in 2002, and by 2005 was exceeding target 
with energy efficiency making up 116 MW of the total DSM achieved of 171 MW. The 
requirement for a ramp-up period is supported by Nadel & Geller in a wide-ranging and 
comprehensive analysis of DSM (with excellent coverage of energy efficiency and load 
shifting) in their paper on DSM in Energy Policy – “Utility DSM - what have we learned 

- where are we going.” (Nadel, S & Geller, S 1996) where they say: 
 

“Developing substantial DSM resources takes several years. Equipment 

manufacturers and local distributors need time to produce and stock efficient 
equipment. Local contractors need time to develop the skills to design, specify 

and install DSM measures. Utilities need time to develop and refine their DSM 
programme designs and marketing strategies. These 'ramp-up' rates need to be 

accommodated in DSM planning.” 

 
2005: The Energy Efficiency Strategy of the Republic of South Africa 
 
This was published in March 2005 with the following targets: 
 

Sector Reduction in final demand 

Total reduction  

Industry and Mining Sector  15% 

Power Generation (“parasitic” demand) 15% 

Commercial and Public Building Sector  15% 

Residential Sector  10% 

Transport Sector  9% 

 
This Strategy has (almost wholly, except for the Energy Efficiency Accord**) not been 
implemented. A National Energy Efficiency Agency was established in 2006 but it currently only 
has two staff members (personal communication), both seconded from elsewhere, and no budget.   
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**Following on publishing the Energy Efficiency Strategy, in May 2005, the DME and 24 
companies and seven industry associations signed the Energy Efficiency Accord, voluntarily 
committing to reducing their final energy demand by 15% by 2015 (NBI 2005).  
 
A typical example of the non-implementation of the policy is around (almost) zero cost options 
such as appliance efficiency standards and appliance labeling, which this paper started with under 
the Global Context section. 
 
The Strategy states that: 
 

Efficiency Standards 
Efficiency standards have been successfully applied overseas and have brought about 

significant improvements in efficiencies. South Africa has a well-developed system of 
standards and codes of practice that, in some cases, may be amended to include 

efficiency aspects without the need to establish completely new standards. The Draft 

Energy Bill gives the Minister of Minerals and Energy substantial authority to make 

standards compulsory. 

� Mandatory energy efficiency standards will be an important and integral part of the 
Strategy. 
 

Appliance Labeling 

Energy labeling of appliances is an internationally tried and tested tool to build 
awareness and raising capacity about energy consumption 
… 

���� Mandatory appliance labeling for household appliances forms an important element 
of the Strategy and will be promoted and implemented. 

 
South Africa has standards for refrigerators (SABS 2004) but these only apply to safety, not 
energy efficiency. No efficiency standards or labeling is in effect. The Energy Efficiency Strategy 
states that: 
 

“South Africa has a well-developed system of standards and codes of practice that, in 
some cases, may be amended to include efficiency aspects without the need to establish 
completely new standards. The Draft Energy Bill gives the Minister of Minerals and 

Energy substantial authority to make standards compulsory. 
(DME 2005:8) 

 
Even so, since the publication of the Strategy in March 2005, such compulsory standards are still 
forthcoming. 
 

 
2006: The Western Cape electricity supply crisis and potential for EEDSM in the Western Cape  
 
In 2006, the Western Cape experienced an electricity supply situation where for a number of 
months, it was known that there would frequently be periods where total demand in the region 
would significantly exceed supply capacity. 
 
Eskom implemented its “Accelerated DSM programme” with the following targets: 
 

Programme MW 

1. Efficient lighting 155 
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2. Extended operation of back-up diesel generators 50 

3. Industrial, municipal, and commercial efficiency measures 40 

4. Subsidies on efficient appliances 25 

5. Extensive conservation drive 110-160 

6. Gas cooking and heating 50 

7. Water heating load management 7 

Target 400 

Source: Eskom 2006a 

 

According to Eskom: 
 

“Eskom DSM was deployed as an essential solution in the Western Cape during the 
energy shortages in 2006 and exceeded its target of a 400 MW saving PER DAY. The 

results achieved were phenomenal, with an average saving of 500 MW for weekdays in 

June, more than two-and-a-half times that of the annual national DSM target” 
(Eskom 2006a) 

 
Peak electricity demand in the Western Cape has been between 3,500 and 3,900 (Eberhard 2006) 
so the accelerated DSM target, which was exceeded, was greater than 12% of the higher figure. 
This achievement can be viewed compared with: 
 
 

“Probably the leading source of information is the US Energy Information 

Administration (EIA) that has been collecting data since 1989 on utility DSM 
expenditures and estimated savings (EIA, 1995). In 1993 approximately 1,000 utilities 

reported DSM programmes to EIA. From 1989 to 1994, US utilities spent approximately 
US$12 billion on DSM, resulting in an estimated peak demand reduction in 1994 of 
55,000 MW. This was more than 7% of peak summer load in the USA in 1994.” 

(Nadel, S & Geller, S 1996) 
 

In the light of international experiences of implementing energy efficiency the report by Eskom 
that… 
 

“The accelerated DSM programme has set standards that can be used as benchmarks, 
not only across the country, but also in the global energy industry.” 

(Eskom 2006a) 
 
…needs serious consideration, even though it is Eskom assessing its own performance. As the 
Provincial Government of the Western Cape considers options for moving to implementation of 
the targets in the Sustainable Energy Strategy, a key issue will be access to technical and 
administrative competence. 
 
� Despite the December 2005 NER report that Eskom had not met DSM targets there is 
sufficient evidence to conclude that Eskom has demonstrated the administrative and technical 
competence to implement large, effective and extensive energy efficiency programmes. 
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January 2008: Seven years of national electricity capacity shortfall 
 
On the 28th of January the South African government unveiled a “National Electricity Emergency 
Programme (South Africa 2008a) as a result of unscheduled rolling blackouts on the national 
electricity grid. 
 
In January 2008 a number of factors led to the South African national electricity supply capacity 
not being able to meet demand and unscheduled rolling blackouts were instituted to avert total 
system instability. Government has acknowledged in its “National Response To South Africa’s 

Electricity Shortage” that additional large baseload capacity will only begin to solve the problem 
in 2012 and so until then demand side measures will play a crucial role in attempting to meet 
demand, among a number of other measures such as a power conservation programme, co-
generation and the (much accelerated and expanded) introduction of renewable energy sources . 
(DME 2008:14). 
 
The Response includes, for example (this is a small sample of a large and comprehensive 
response):  
 

“Renewable Energy (RE) options are being explored. 

The plan currently has 100MW of Wind Energy and a Solar Power plant of 

100MW is also under consideration. A comprehensive RE plan is being 

developed and will be submitted to Cabinet during the first half of 2008. 
… 
In the short term, Demand Side interventions are the only immediate solution to 

the problem. 

… 

Solar Water Heating Programme 
The programme is in progress with a target to install 1 million solar water heaters over 
the next three (3) years. The current cost of the solar heater is prohibitive (it is estimated 

to cost between R7,000 and R20,000). It is also reported that the South African 

manufacturing capacity is only 10,000 units per annum. To eliminate these barriers, 

there is a subsidy of 20 – 30% depending on the cost of the unit. The potential savings of 
this programme is 650 MW.” 
 (DME 2008:14) 

 
Eskom has announced that: “Pending the approvals and licensing processes, a decision has been 

taken to build a 100MW wind facility in the near future” (Eskom 2008b). The General Manager 
of Eskom Resources and Strategy has noted (Engineering news 2007) that: “Eskom believed 
South Africa had a resource base of 1,000 MW for wind-power generation along the country’s 

coastal regions.” 
 
� The renewable energy component of the National Electricity Emergency Programme (NEEP) 
represents an increase of orders of magnitude in South Africa’s renewable energy plans over that 
before the emergency. 
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The DME published the “Electricity Regulations or The Prohibition of Certain Practices in The 
Electricity Supply And Compulsory Norms And Standards for Reticulation Services” with, 
amongst others, the following draft regulations for comment: 
 

“A licensee must ensure that the following activities are prohibited in its licensed area of 
jurisdiction: 
… 

• Proliferation of incandescent lights. Energy efficient substitutes must be used 

instead 

• Lighting of unoccupied buildings especially after working hours 

• Installation of an electric geyser that does not incorporate solar water heating 

facility to new dwelling with a value exceeding R750 000 

• Installation of electric geyser that does not incorporate solar water heating 

facility to new dwelling with square meters exceeding 300 

• Any new geyser without an insulation blanket; 

• … to be in place not later than the year 2010: Installation of an electric geyser 

that does not incorporate solar water heating facility to office blocks, hospitals, 
hotels and resorts, and shopping complexes) feeding from centralised water 

heating systems 

• A water heating geyser without a facility for the licensee to remotely control its 

supply of electricity; 

• All street lights must be fitted with energy efficient bulbs 

• A municipality may pass by-laws prohibiting any other activity in the interest of 

energy efficiency or enforcing these regulations” 
(DME 2008:15) 
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Eskom included the following proposal in its application to National Energy Regulator of South 
Africa, specifically to address the national electricity supply crisis: 
 

Eskom New 3 Year DSM Plan 

PROGRAMME AREA 

2006/07 
Actual 

2007/08 
Projection 

2008/09 
Budget 

Proposal 

2009/10 2010/11 Total 
3 Years 

  Rm MW MW MW MW MW MW 

TOTAL INCOME - Cost Recovery               

TOTAL OPERATING EXPENSES   170 400 815 870 915 2,585 

RESIDENTIAL PROGRAMMES     190 562 735 798 2,095 

Efficient  Lighting (CFLs)     190 484 50 100 634 

Solar Water Heating (SWH)     0 16 50 100 166 

Shower Aerators     0 5 10 20 35 

Smart Metering     0 20 500 447 967 

Geyser,Pipe Insulation     0 1 50 50 101 

Household Cooking Conversion to Gas     0 36 75 81 192 

ESCO PROJECTS  578 170 210 238 135 117 490 

Commercial     69 60 35 40 135 

Industrial     103 131 70 57 258 

Redistribution     38 47 30 20 97 

OTHER DSM INITIATIVE EXPENSES               

Awareness and communication        15       

                

Total MW     400 815 870 915 2600 

NET OPERATING EXPENSES [Rm] 605   825 2,453    
Source: Eskom 2008a 
 
National peak demand in 2007 ranged between around 28 GW at the summer low to just below 
37 GW at the winter high, thus the target of 2,6 GW for the three year programme from 
2008/2009 – 2010-2011 is about 7% of the 2007 peak. In international terms this will be an 
impressive achievement, if attained. 
 
Eskom estimates reduction of demand attributed to SWH at 0.6 kW per unit (Eskom 2008a) so a 
saving of 166 MW implies some 267 thousand units. Thus the DME Response (DME 2008:14) 
Plan of a million units leaves other agencies with about three-quarters of that million to 
implement. If the R3.5m/MW (NER 2005:2) is applied to the Eskom SWH programme, funded 
by electricity consumers by the tariff, then the subsidy that would be provided would be some 
R581m. The DME Response Plan mentions a 20-30% subsidy on SWH units costing from 
R7,000 – R20,000. If the average of these figures is used, i.e. 25% of R13,500 of the SWH units 
left over after the Eskom campaign then the funding would require 
25% X R13,500 X 733,00 = R2,500 million. 
 
The information made public in Eskom’s proposal does not include some key financial figures, 
although these have been submitted in confidence to National Energy Regulator of South Africa. 
This is in proposal stage and will not necessarily be approved, but there is a clear and urgent need 
for these DSM measures, or a suite that delivers equivalent savings, to mitigate the effects of the 
electricity supply capacity shortfall – thus it is reasonable to assume that some form of the above 
programme will be approved. The proposal also includes the requirement for a doubling of the 
electricity price over the next two years. 
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The Renewable Energy Finance and Subsidy Office (REFSO) 
 
In 2005, the DME Minister announced, about the Renewable Energy Finance and Subsidy Office: 
 

“REFSO Therefore I am happy to announce that my department and National Treasury 
approved the renewable energy subsidy scheme in September 2005. The scheme will 

focus on providing once-off capital grants to eligible projects. The funds available are 
limited to R14,5 million for the period 2005/6 to 2007/8. A more sustainable long-term 

support mechanism is currently under development by the department.” 
(DME 2006a) 

Initially, one could be excused for thinking the wording was misleading, that the description 
“limited to R14,5 million” referred to the limit of the amount, not the sustainability. However, a 
very recent report clearly indicated that REFSO is proceeding on this level of financial support: 
 

“The Department of Minerals and Energy's (DME's) Renewable energy financing and 

subsidy office (Refso), which was established in 2005, had secured funding for four 
renewable energy projects to date, DME renewable energy DG Silas Mulaudzi stated at a 
conference on Monday. 

 

Refso, which has the ability to issue capital grants for renewable energy projects in South 

Africa, had a budget of R5,4-million in 2007, and by the end of the financial year, in 
March, would have underspent by about R700 000. 
 

Despite the underspend, Helius Energy MD Paul Connolly raised the question of whether 

a R5,4-million budget for subsidies was enough to stimulate the uptake of renewable 

energy in South Africa. 
 
The extent to which the government would seriously be driving renewable energy 

generating initiatives could perhaps be assessed by the amount allocated to Refso for the 

2008 financial year.” 

(Engineering News 2008a). 
 

Thus, the Renewable Energy Finance and Subsidy Office is truly operating with a budget of 
around R5m p.a. 
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The issue of appropriate incentives 

(In the author’s understanding, and this is a complex issue) Eskom’s regulatory regime provides a 
disincentive for successful implementation of demand side energy efficiency. It is beyond the 
scope of this paper, but nevertheless critical, crucial and essential to understand exactly what an 
energy supply utility stands to gain and lose for every kWh saved and every MW of peak demand 
reduction. 
 
The issue of incentives for utilities operating under rate-of-return regulation (ROR), essentially 
Eskom’s position, are summed up by the following quotes from Moskovitz, 1989 (after this 
seminal analysis, these basic points have been agreed with over the extensive experience with the 
conflict between ROR and energy efficiency over the years): 
 

“The utility is told to sell less of its chosen product and to provide a service it claims no 
unique ability to deliver. It must do this without being offered additional profit and often 

without being assured of cost recovery. Slowly, lashed by the misused slogan "duty to 
serve," utilities respond, but the overall results are credible to no one.  
John Rowe President & Chief Executive Officer New England Electric System 1989. 

 
"…a utility's least-cost plan for consumers should be its most profitable course of 

conduct” 
National Association of Regulatory Utility Commissioners (NARUC) 1988 
 

“Least-cost planning (LCP) is a process of examining all electricity-saving and 
electricity producing options to select a mixture of options that minimizes total consumer 

cost, often including consideration of environmental concerns and other responsibilities.  

 
“Standing between LCP the idea, and LCP the practical reality, is the fact that the utility 

industry responds rationally to its economic environment, a response which is strongly 
skewed against LCP. 

 

“Indeed, the ratemaking process generally used in most states has the following 
unintended, but nevertheless perverse, incentives. 

 
- Each KWH a utility sells, no matter how much it costs to produce or how little it 

sells for, adds to earnings.  

 

- Each KWH saved or replaced with an energy efficiency measure, no matter how 
little the efficiency measure costs, reduces utility profits. ” 

 

To produce a reasonable profit-maximizing strategy, it will be necessary to decouple 
profits from sales.” 

 
According to DPE 2006a, “Review of Security of Supply in South Africa July 2006”: 
 

“The overall responsibility for supply security in South Africa lies with the Department of 
Minerals and Energy (DME) but in the short-term (to 2008) Eskom has an obligation to 

meet the need for additional capacity. However, there is no agreed basis or standard for 

the level of supply security to be provided. It is recommended that an unequivocal 
security standard should be established. 
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Eskom is currently responding to a critical shortfall in generation capacity, partly due to 

the Koeberg problems but also to the fact that over the past few years the reserve margin 

has fallen to record low levels compared with the historic situation. 
 

There is now an urgent need, first to determine a suitable security standard, in order to 
define what level of reserve margin should be maintained and second, to clarify the 

responsibility for meeting that security standard, given the Government policy that new 
generation capacity shall be provided 70% by Eskom and 30% by the private sector.” 

 
Eskom, labours under the de facto but not de jure responsibility to supply electricity nationally.  
 
� There is a fundamental conflict between Eskom’s corporate goals, defined by legislation and 
regulation, and energy efficiency imperatives. 
 
This is recognized in the “Draft Regulatory Policy on Energy Efficiency and Demand Side 

Management for South African Electricity Industry” (NER undated, circa 2004) 
 

“4.5   Incentives for Electricity Suppliers to implement EEDSM 

 

When an electricity supplier implements EEDSM, it faces both a) Direct EEDSM Costs 

and b) Net Revenue Loss due to reduced energy sales. Within the Rate of Return (ROR) 
regulatory regime, (currently in SA). Eskom is allowed to recover the Direct EEDSM 
Costs through the tariffs as in line with the current mechanism in place. In a 

Performance Based Regulation regime (Price Cap/Revenue Cap), recovery of the direct 

EEDSM costs would have to be considered outside the Price Cap/Revenue Cap formula. 

With the establishment of a public benefits fund, the electricity supplier recovers direct 
EEDSM costs through a tender process. 
 

The following incentive mechanisms may be put in place to recover the Net Revenue Lost: 

 

Shared Savings: The energy supplier receives a fraction of the net benefits due to 
the EEDSM programme: which is recovered through the tariffs. Net benefits = 
Avoided Supply Costs (Gx,Dx.Tx) - EEDSM Cost to (supplier and /or customer). 

Note this incentive is totally different from the manner in which Shared Savings 
is administered through Eskom. 

 
Rate Basing: EEDSM Investments are allowed to receive a higher rate of return 
than supply side investments - applicable in ROR Methodology. 

 
Recovery of Net Revenue Lost Through Tariffs: The supplier is allowed to 

recover the net revenues missed due to EEDSM. A Net Lost Revenue Adjustment 
mechanism is put in place together with monitoring and verification to confirm 

the reduction in energy due to EEDSM. 
 

Currently in SA, Eskom is allowed to recover all the direct EEDSM Costs through the 

tariffs in the manner discussed earlier. However there are no mechanisms in place to 
allow for the recovery of net lost revenues. An appropriate net lost revenues recovery 

mechanism would be investigated and implemented if required.” 
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This demonstrates that the drafters of the policy understood very well that Eskom would be 
placed in an invidious position should this policy be implemented without mechanisms to recover 
Net Revenue Lost, i.e. successful administration of the DSM programme would lead to revenue 
and profit losses and thus the regulatory environment would in fact provide incentives for the 
DSM programme to perform badly. 
Nevertheless, in the final version of the document, the only conditions placed on Eskom are 
(NER 2004:1): 

 
“4.7.3 Eskom's Obligation to Implement EEDSM 

As a condition for the approval of Eskom tariffs price increase Eskom will implement 
EEDSM programmes in accordance with the NER regulation on EEDSPA and the DSM 
Rollout Plan submitted to NER. The DSM Rollout Plan should continue to be developed 

in accordance with the Integrated Resource Plan methodologies.” 
 
No performance measures are set: either Eskom implements the plan, and has its tariff increase 
approved, or it doesn’t and the tariff is not approved. The latter option is not an implementable 
policy. Non-approval of Eskom’s tariff on these grounds would not be possible. 
 
The above policy is the current policy under which the Eskom DSM Programme is operated and 
the draft policy document states categorically that such a regime would disincentivise a DSM 
programme administrator operated in a utility under a Rate of Return regime where a DSM 
programme is funded out of rates. 
 
The final Regulatory Policy on Energy Efficiency and Demand Side Management for South 
African Electricity Industry (NER 2004:1) makes provision for compensating electricity 
distributors in the (then) envisaged re-structured industry: 
 

“4.9.7 Revenue Loss due to EEDSM 
Mechanisms to compensate the REDs for net revenue loss due to EEDSM will be 

investigated and adopted by the NER in line with the regulatory regime (ROR. IBR).” 

(NER 2004:1) 
 
There was a stated intention of following the policy document with an Implementation Plan by 
December 2004. This plan has not been drawn up. Thus the Policy on Energy Efficiency and 
Demand Side Management for South Africa is half baked and contains an incentive structure with 
disincentives for energy efficiency implementation. 
 

South African national context – conclusions relevant to Moving to Implementation of the 
Western Cape Sustainable Energy Strategy  

 

• South Africa is ideally positioned for implementation of energy efficiency having one of 
the highest energy intensive economies in the world, the necessary technical know-how 
and the necessary small and large industrial organisations for implementation. 

 

• In addition South Africa has recently entered a phase of chronic energy supply 
constraints, leaving the only option for mitigation being demand side measures, of which 
energy efficiency is a major component. 
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• There is a comprehensive national policy environment for energy efficiency and 
renewable energy in South Africa. 

   

• There has been a detailed energy efficiency strategy since 2005, with a number of no-or-
low cost measures 

 

o However, even the simplest of these measures, such as appliance labeling and/or 
appliance efficiency standards has not been implemented7 

 

• The EEDSM programme run under the “Regulatory Policy on Energy Efficiency and 

Demand Side Management for South African Electricity Industry” (NER 2004:1) has 
demonstrated HUGE energy efficiency results, even though the Regulatory Policy is (by 

any account) grossly lacking. 
 

o Under this Regulatory Policy Eskom has proposed a renewable energy and 
energy efficiency programme to mitigate the effects of the national electricity 
capacity shortfall which will challenge the entire South African energy efficiency 
services and renewable energy supply capacity for years to come. 

 
o The Eskom proposal is complimented by the comprehensive DME National 

Electricity Emergency Programme which will present an additional challenge to 
the capability of South African industry. 

 

• Eskom has fast-tracked the implementation of their first 100MW wind farm and are on 
record as saying that: “Eskom believed South Africa had a resource base of 1,000 MW 
for wind-power generation along the country’s coastal regions.”  

   

• Severe constraints have emerged in the capacity to implement policies involved with 
regulating and transforming the large South African energy enterprises such as Eskom. It 
is fair to say that this implementation has been defeated, not necessarily in bad faith: 
Eskom for example has a requirement to operate according to (often grossly 
contradictory/vague and lacking) regulation AND to meet more tightly specified 
corporate legal requirements specified in other legislation governing Eskom financial 
management. 

 

o This might be over-simplifying to say, but much of the hoo-hah has not been 
over WHAT NEEDS TO BE DONE, for e.g. there has never been a (serious) 
debate over whether construction of the next baseload power station needed to be 
initiated around 2005, but over WHO IS GOING TO DO IT.  While the IPP’s 
never began a serious construction programme of the 30% of new power stations 
allocated to them, South Africa drifted into an economy-damaging electricity 
supply shortfall. 

 
� Given these conclusions, which hopefully have been backed up by the examples preceding 
them in this section, the overall conclusion drawn is that: 
 
� The major goals of the Western Cape Sustainable Energy Strategy will be exceeded merely if 
the Western Cape cooperates in implementation of the National Electricity Emergency 

                                                   
7 The example in the Global Context was chosen to show the MAJOR savings, for all stakeholders, of a simple measure 
such as refrigerator standards can result in. 
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Programme and the New Eskom 3 Year DSM Plan, and Eskom implements wind generation 
projects in the Western Cape of only half of the wind resource base they have identified in coastal 
regions: the challenge is not who will take the necessary action but what different parties can 
contribute. 
 

A note on addressing renewable energy and energy efficiency issues together 
The Western Cape Sustainable Energy Strategy document has nine chapters: one dealing 
specifically with energy efficiency, one with renewable energy and the other seven addressing 
issues common to renewable energy and energy efficiency. 
 
A purely technical or technology-centered approach would rightly ask the question: What are the 
reasons for combining energy efficiency and renewable energy? There is an obvious, good reason 
for considering energy efficiency separately from the traditional supply-side areas of coal, 
electricity, oil, nuclear etc because all of these are concerned with the production of energy 
whereas energy efficiency is concerned with using less energy for the same level of service: these 
are entirely different approaches. 
 
� What brings energy efficiency and renewable energy together, in strategizing, and this is 
demonstrated excellently in the South African National Electricity Emergency Programme and 
the EEDSM-funded Eskom proposal in its New 3 Year DSM Plan, is that energy efficiency and 
renewable energy are competing supplies to traditional energy supply chains. When the supply 
chains run into trouble, they become complementary supplies. 
 

Provincial context 

Western Cape Sustainable Energy Strategy process 

The process is documented in Appendix B. 
 
What is relevant, given the conclusions drawn above, is that the Strategy was drawn up in a 
context which has been superseded. 

 

New price/cost regime 

Even if the current Eskom application for a 60% tariff increase is not acceded to now, 
immediately and all-at-once, fundamentals will require either the implosion of the electricity 
supply industry in South Africa or the incorporation of a new era in pricing with prices at least 
double their current level within two years and then an on-going escalation. 
 

Energy and the Western Cape economy 

The links between the economy and energy are adequately made in the Sustainable Energy 
Strategy and countless other economic analyses and books on energy. 
 

- The Western Cape economy needs reliable energy supplies 
- The Western Cape economy can benefit from being involved in energy supply, especially 

energy efficiency and renewable energy. The number of jobs in energy efficiency and 
renewable energy far exceed those available with traditional supplies. The Western Cape 
economy has also traditionally been excluded (Koeberg hardly counts) from the energy 
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supply economy, which in some ways can account for the strong interest in the province 
for energy supply options which can be supplied by the province. 

 

Western Cape SES and other government initiatives 

Local authorities 
The Regulatory Policy on Energy Efficiency and Demand Side Management for South African 
Electricity Industry makes provision for major distributors to access EEDSM funds. Eskom has 
already accessed and fed R100s of millions through to energy efficiency projects. The Provincial 
Government of the Western Cape could assist local authority electricity distributors to access the 
funds. 
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MOVING TO IMPLEMENTATION 

Recommendations for implementation 

In the Energy Efficiency and Renewable Energy policy community it is probably something of a 
heresy to recommend that the best plan of action would be to go along with Eskom? 
 
The account above shows that even with a full DME-backed Policy and detailed Strategy, since 
2005, behind it, and with a dire need for energy efficiency and huge potential for renewable 
energy, implementation outside the Eskom ambit has been insignificant and implementation 
inside the Eskom ambit has been impressive, even by international standards. 
 
Granted, it has required South Africa having a serious problem with a supply shortfall, and the 
responsibility falling on Eskom shoulders, to catalyze things. But where has this not been the 
case? It was only with the energy supply shocks of the early 1970s that energy efficiency got 
going in the industrialised countries. And it was only when they had developed significant 
industrial capacity, in their electricity and gas supply utilities to implement energy efficiency at 
significant scales, that these economies started refining their economic and regulatory systems to 
effectively regulate the utilities or assign the responsibility elsewhere. 
 
The Sustainable Energy Strategy targets, excepting those involving transport-sector issues, are 
subsumed by the National Electricity Emergency Programme (NEEP) and the New Eskom 3 Year 
DSM Plan. South Africa does not have the industrial, skill, or institutional resources to duplicate 
efforts that are needed to implement the NEEP and the Eskom New 3 Year DM plan: these will 
already present a greater demand for skills, goods and services than the local capacity to supply – 
think of SWH manufacturing and installation for starters. 
 
� This presents wonderful opportunities for local (sustainable) economic development: SWH 
manufacture, installation and maintenance, energy service companies and energy efficient 
industrial equipment installation, building efficiency retrofits and wind-generation projects 
present a large challenge to the local economy.  
  
The Provincial Government of the Western Cape should take up Sustainable Energy Strategy 
goals with a joint planning body, set up to manage the National Electricity Emergency and the 
Eskom New 3 Year DSM Plan. The existing capacity of the Provincial Government of the 
Western Cape to take part in implementing the energy efficiency and renewable energy 
programme should be explicitly enumerated and then made available. It is this author’s opinion 
that in doing so, the Western Cape will stand the greatest chance, by far, of being able to say, in 
five years time, that the targets set in the Western Cape Sustainable Energy Strategy have been 
achieved, and exceeded. This is no time to go-it-alone. 
 
The issue of independent regulation has shown itself to be vexed: the most important 
improvement would be to development and approve the Implementation Plan mentioned in the 
Regulatory Policy on Energy Efficiency and Demand Side Management for South African 
Electricity Industry, and in so doing to address the issue of conflicting incentives, especially Net 
Lost Revenue. Once the Regulatory Policy Implementation Plan has been approved it would be 
(realistically) possible for local authorities to access the funding currently being accessed (for 
administration) by Eskom and the Provincial Government of the Western Cape could play an 
important role in assisting local authorities to implement energy efficiency and renewable energy 
programmes. 
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Lastly, the issue of appliance standards and building regulations surely must be the litmus test for 
government delivery in the area of sustainability. They require minimal capacity and deliver huge 
results often at no cost. However, there is no vested interest group that promotes them, such as the 
renewable energy supply lobby. Their primary immediate beneficiary is millions of dispersed 
ordinary households and citizens who will be more comfortable and spend less on energy bills, 
although systemic results also rebound in the economy with the energy supply system requiring 
less investment. There are also huge health benefits to be realised in ordinary homes. The cause 
of responsible and sustainable energy use could be significantly advanced if the huge savings to 
ordinary households, and small businesses could be secured through government implementation 
of these standards. Also, it is ONLY government that can enforce these standards, the private 
sector or civic society cannot set appliance energy standards or building regulations. It does npt 
matter which of the three spheres of government is nominally responsible. The fact is that to date 
no sphere has taken responsibility. This provides a golden opportunity for the Provincial 
Government of the Western Cape to show leadership requiring very low costs, requiring little 
capacity and delivering significant results. 
 

<THE POWER OF NO/LOW COST BUILDING AND APPLIANCE STANDARDS> 

Source: Xenergy

Cumulative Savings Achieved in California 

The Power of Multiple Approaches

By 2000, nearly 
35,000 GWh saved 

per year through 
energy efficiency 

programs and 
codes and 
standards.

 
 
<note to layout… repeat graphic> 
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Capacity for implementation 
 
As mentioned before, the sense of addressing energy efficiency and renewable in the same policy 
is that they involve alternative approaches to energy service provision: they compete with 
“traditional” supplies in that every kWh saved using energy efficiency, or kWh supplied with 
renewable energy, means one less supplied using traditional supplies and hence, if the regulatory 
regime does not compensate the traditional suppliers, a loss of revenue and a decrease in profits 
for the traditional supplier results. 
 
Thus, increasing the uptake of energy efficiency and renewable energy to achieve the set targets 
requires non business-as usual efforts and dedicated resources.  
 
Although lumped under the same category, energy efficiency and renewable energy span a wide 
range of technologies and the delivery of each of these energy services can be implemented in a 
number of ways. 
 
Some implementation measures can be remarkably simple and cost effective and have substantial 
results. For example… 
 

…to achieve results similar to the USA in savings from refrigerators, all that is needed is: 
 

• Agree on a standard. The most effective would be to adopt an international 
standard. The publication Using and referencing ISO and IEC Standards for 

Technical Regulations (ISO IEC 2007) provides a simple guide. See International 
Standards Update for Whitegoods (Harrington 2007) for information the latest 
refrigerator standards, which for example states that in Australia an energy 
reduction of 23% has been achieved between 2003-5. 

o Consult with local distributors 

• Promulgate the standard in the Government Gazette.  
 
South Africa has an effective infrastructure for this, and already has standards (but not 
energy efficiency standards) in place for refrigerators. Consult the South African Bureau 
of Standards. 
 
This is a national competency, but the lack of effective action at national government 
level and the resultant negative impact (and this is only an example, standards for many 
household and commercial appliances are relevant) on households, business, the 
economy and on the energy supply system leave ample space for lobbying and more 
active action by the Provincial Government of the Western Cape in this area. 
 

Other implementation measures require significant regulatory, institutional, organisational, 
financial, technical and technological resources. The EEDSM programme being executed by 
National Energy Regulator of South Africa and Eskom and ESCos under the Regulatory Policy 
on Energy Efficiency and Demand Side Management for South African Electricity Industry is an 
example. As detailed before, the budget expended in 2007/2008 on this was R825 m and R2,453 
is proposed for 2008/2009: in the South African context this is a VERY LARGE programme and 
is being ramped up at a very rapid rate. This programme involves hundreds of highly skilled 
personnel (Senior Technical Managers, Financial Managers, Engineers, Accountants, Project 
Managers, Artisans) operating in a complex multi-institutional environment (NERSA, Eskom, 
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Clients at which energy efficiency investments are being installed, independent Monitoring and 
Verification Teams). At the new funding level it will involve thousands, which will stretch the 
skills availability and organisational capabilities that are in place. As Nadel and Geller were 
quoted earlier as saying:  

 
“Developing substantial DSM resources takes several years. Equipment 
manufacturers and local distributors need time to produce and stock efficient 

equipment. Local contractors need time to develop the skills to design, specify 
and install DSM measures. Utilities need time to develop and refine their DSM 

programme designs and marketing strategies. These 'ramp-up' rates need to be 
accommodated in DSM planning.” 
(Nadel, S & Geller, S 1996) 
 

From a base of zero, NERSA, Eskom and the ESCos have rapidly built up considerable capacity, 
and demonstrated impressive results, and in addition to the skilled people, the organisational asset 
is very important and if working sufficiently well, should be improved, not replaced. The 
Provincial Government of the Western Cape can engage with this institutional model especially 
to find ways to extend the model and assist other electricity distributors access the EEDSM 
funding, which is made provision for in the Regulatory Policy, but which is not being effected. 
These other distributors have also been operating under a disincentive to implement energy 
efficiency as summarised earlier in this section and detailed earlier on in this paper. 
 
Other measures have highly complex economic and political dimensions. For example access of 
Independent Power Producers (IPPs) to feeding into the electricity grid. The following brief facts 
are relevant. 

 
1. One of the key issues in the re-structuring of the South African electricity sector has 

been the issue of IPP access to the electricity grid 
2. This has been a very highly contested area for more than a decade in South Africa 

with significant involvement of the cabinet of the national government 
3. Although IPPs have theoretical access, this access has not yet been substantially 

demonstrated. For at least four years the DME has attempted to establish substantial 
IPPs. The failure to establish these has been (arguably) the single most important 
contributory factor to the decrease of the national power system reserve margin to the 
levels that have inevitably led to the National Electricity Crisis (DPE 2006). 
NEVERTHELESS, DME has still not had success in signing up a new substantial 
IPP generation facility, and it is this author’s opinion that the vexing outstanding 
issue is the power supply contract: i.e. the contract between Eskom and the IPP that 
would be necessary for the funding of the new plant. 
a. This is also the issue renewable energy IPPs will face. Unless they have a 

guaranteed customer, in which case their power is merely wheeled through the 
national grid, not sold to Eskom as single buyer the existing model) the 
renewable energy IPPs will face the same issue as these large (1000MW) “DME-
sponsored” IPPs. 

 
It is out of the scope of this paper to go into the Byzantine issues around developments 
relating to effective access to the South African national electricity grid. However, it is 
the author’s considered opinion that the Provincial Government of the Western Cape 
would do well to bide its time while the issue develops. This author supports the idea of 
effective access, and believes that this will evolve. However, in terms especially of the 
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Western Cape Sustainable Energy Strategy, and the targets therein, these can be achieved 
within the current dispensation. 

 
Other measures are simple but require complex political decision making processes. 
 

An example is government procurement of renewable energy. It would be (theoretically) 
simple to make provision in the Provincial Government of the Western Cape budget for 
15% of electricity use by Western Cape Government Structures to be procured from 
electricity generated from renewable resources and to introduce a mechanism whereby 
this budget led rapidly to supplies being brought on line. Various ramp-up and pricing 
mechanisms have been well tested - see Electricity Feed Laws, Feed-in Tariffs, and 
Advanced Renewable Tariffs (Gipe 2008), for a basic explanation and a very extensive 
list of references and examples. 
 
The complexity is the political process required to have the fund approved. 
 
The Western Cape  Sustainable Energy Strategy states categorically that “Institutions 
with the Western Cape Government Structures (as well as local authority governments) 
will ensure that 15% of the electricity they use is generated from renewable energy 

resources by 2014” (PGWC 2007:13) and thus the policy is in place. Also, given the 
parallel policy that: “12% of the electricity consumed in the Western Cape will be from 

certified local renewable energy generation resources by 2014”, development of these 
generation sources will need to start immediately. 
 
The simple action, which is entirely within the ambit, legal competency, mandate and 
administrative and budgetary capacity of the Provincial Government of the Western 
Cape, is to approve and implement the 15% procurement for Western Cape Government 
structures. It is far simpler by orders of magnitude, than the implementation of many of 
the other measures and would provide a meaningful signal and a strong demonstration 
that in areas entirely under its control and ambit the Provincial Government of the 
Western Cape is serious about renewable energy. The credibility built through this 
measure would provide much encouragement to the industry which is required to be built 
in the Provincial Government of the Western Cape for implementing the large scale 
transformation of the energy services industries achieving all the targets is going to 
require. 
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Appendix A - Key Documents 

 
(All these documents are on the enclosed disk) 
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Government Documents relevant to the Western Cape Sustainable Energy Strategy 

 

 Acts of Parliament Theme / subject Year  

SA National Building Regulations and Building Standards Act [No. 103 of 1977] (as amended) General 1977   

SA Electricity Act [No. 41 of 1987] Electricity 1987   

SA Environment Conservation Act [No. 73 of 1989] Environment 1989   

SA Electricity Amendment Act [No. 46 of 1994]  Electricity 1994   

SA Central Energy Fund Amendment Act [No. 48 of 1994] Energy 1994   

SA Electricity Amendment Act [No. 60 of 1995]  Electricity 1995   

SA Eskom Amendment Act [No. 69 of 1995]  Electricity 1995   

SA Constitution of the Republic of South Africa Act [108 of 1996]  General 1996   

SA National Environmental Management Act [No.107 of 1998] Environment 1998   

SA National Water Act [No. 36 of 1998] Environment 1998   

SA National Nuclear Regulator Act [No. 47 of 1999]  Nuclear 1999   

SA Nuclear Energy Act [No. 46 of 1999]  Nuclear 1999   

SA Gas Act [No. 48 of 2001]  Gas 2001   

SA Gas Regulator Levies Act [No. 75 of 2002]  Energy 2002   

SA Mineral and Petroleum Resources Development Act [No. 28 of 2002]  Energy 2002   

SA Electricity Distribution Industry Restructuring Bill: Draft (Gazette 24764, Notice 1288), 24 April 2003  Electricity 2003   

SA National Environment Management Air Quality Act [39 of 2004] Environment 2004   

SA National Energy Bill: Draft, 15 September 2004 Energy 2004   

SA National Energy Regulator Act [No. 40 of 2004]  Energy 2004   

SA Intergovernmental Relations Framework Act [No 13 of 2005] General 2005   

SA Petroleum Products Amendment Act [No. 2 of 2005] Petroleum 2005   

SA Electricity Regulation Act [No. 4 of 2006] Electricity 2006   

SA Electricity Regulation Amendment Act [No 28 of 2007] Electricity 2007   

SA Electricity Regulation Act: Regulations: Prohibition of certain practices in electricity supply and compulsory 
norms and standards for reticulation services 8 February 2008 

Electricity 2008   
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Government Documents relevant to the Western Cape Sustainable Energy Strategy (continued) 
 
 National Policies Theme / subject Year  

DME:1 White Paper on the Energy Policy of the Republic of South Africa 1998 Energy 1998   

DME:2 White Paper On Renewable Energy November 2003 Ren-energy 2003   

DME:3 Electricity Pricing Policy of the South African Electricity Industry: Draft (Gazette 26366, Notice 834), 28 May 
2004  

Electricity 2004   

DME:4 Nuclear Energy Policy and Strategy for the Republic of South Africa – Draft, as accepted by Cabinet on 8 
August 2007 

Nuclear 2007   

DME:5 Free Basic Alternative Energy Policy 2007 Energy 2007   

 National Strategies / Plans Theme / subject Year  

DME:6 Overview of the Status of DME’s Renewable Energy Strategy 2001 Ren-energy 2001   

DME:7 Integrated Energy Plan for the Republic of South Africa Department of Minerals and Energy 19 March 2003 Energy 2003   

DME:8 Energy Efficiency Strategy of the Republic of South Africa, March 2005  En-efficiency 2005   

DME:9 Gas Infrastructure Plan (Gazette 27599, Notice 744), 27 May 2005 Gas 2005   

DME:10 Biofuels Industrial Strategy of the Republic of South Africa, December 2007 Ren-energy 2007   

DME:11 Energy Security Master Plan – Liquid Fuels Petroleum 2007   

DME:12 Energy Security Master Plan – Electricity 2007- 2025 (December 2007) Electricity 2007   

DME:13 Demand side intervention Plan February presentation to Municipalities February 2008 En-efficiency 2008   

DME:14 National Response to South Africa’s Electricity Shortage January 2008 Energy 2008   

NER National Integrated Resource Plan NIRP2 February 2004 (NER) Energy 2004   

   National Regulations       

NER:1 Regulatory Policy on Energy Efficiency and Demand Side Management for South African Electricity Industry Electricity 2004   

NER:2 Multi-Year Price Determination of Eskom Third Consultation Paper: Draft Determination December 2005 Electricity 2005  

NER:3 Multi-Year Price Determination of Eskom 1 April 2006 to 31 March 2009 Final Determination – with conditions 
February 2006 

Electricity 2006   

DME:15 Electricity Regulation Act 2006 Electricity Regulations  or The Prohibition of Certain Practices in The 
Electricity Supply And Compulsory Norms And Standards for Reticulation Services 

Electricity 2008   
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Government Documents relevant to the Western Cape Sustainable Energy Strategy (continued) 

 
 Western Cape Provincial Government Strategies / Plans    

PGWC:1 Strategy for Renewable Energy in South Africa Consensus Draft 2001 Ren-energy 2001   

PGWC:2 Western Cape Integrated Development Plan Overview presentation General 2005   

PGWC:3 
Towards development of a sustainable energy strategy. Draft Status Quo and Gap Analysis Energy 2005   

PGWC:4 
Western Cape Micro Economic Development Strategy (MEDS), Energy First Paper. Energy 2005   

PGWC:5 
Western Cape Micro Economic Development Strategy (MEDS), Energy Second Paper Policy 
Recommendations  

Energy 2005   

PGWC:6 Strategic Infrastructure Plan Transport Sector General 2006   

PGWC:7 Western Cape Strategic Infrastructure Plan Energy Sector Energy 2006   

PGWC:8 Draft Western Cape Integrated Energy Strategy January 2007 Energy 2007   

PGWC:9 Sustainable Energy Strategy and Action Plan Presentation June 2007 Energy 2007   

PGWC:10 Sustainable Energy Strategy for the Western Cape Draft Summary Document Energy 2007  

PGWC:11 
Western Cape Growth and Development Strategy (GDS) Draft White Paper November 2007 General 2007   

PGWC:12 Western Cape Sustainable Development Implementation Plan (August 2007) General 2007   

PGWC:13 Sustainable Energy Strategy and Programme of Action for the Western Cape (Draft) November 2007 Energy 2007   

 
 Cape Town City Strategy    
City of 
Cape 
Town 

Cape Town Energy Strategy October 2003 Draft Energy 2003   

 
SA South Africa  
DME  Department of Minerals and Energy  
NER National Electricity Regulator  
NERSA South African National Energy Regulator of South Africa  

PGWC Provincial Government of the Western Cape  



Western Cape Sustainable Energy Strategy – Moving to Implementation 
Hilton Trollip for Sustainable Energy Africa 

  Page 35 of 40 

References 

 
 
Agama Energy 2007. Global Renewable Energy Markets and Policies Programme presentation 

Bell, M 2004. Energy Efficiency in Existing Buildings The Role Of Building Regulations. The 
international construction research conference of the Royal Institution of Chartered Surveyors/ 
Leeds University. 

Blumstein et al 2003. Who should administer energy efficiency programmes 

City of Cape Town 2006. Framework for adaptation to Climate Change in the city of Cape Town 

DME 2005. Report of The Moerane Investigating Team to The Minister of Minerals And Energy 
on the December 2005 

DME 2006a. Energy Efficiency Campaign Launch. Keynote address of the Minister of Minerals 
and Energy, Mrs. Lindiwe Benedicta Hendricks, during the launch of the Energy Efficiency 
Month at the Presidential Guest House, Pretoria on 7 March 2006 

DME 2008. Address by the Minister of Minerals and Energy on electricity load shedding problem 
30 January 2008 

DME 2008. National response to South Africa’s electricity shortage, 25 January 2008 

DME 2008c. Opening address by Minister of Minerals and Energy Ms Buyelwa Sonjica at the 
Power and Electricity Congress and Exhibition, 15 April 2008. 

DPE 2006a. DPE 2006 Review of Security of Supply in South Africa July 2006 

Eberhard 2006. The Western Cape Power Crisis: Moving beyond the blame game. Energize - 
Power Journal of the South African Institute of Electrical Engineers, March 2006 Issue. 

Energy Research Centre, Univeristy of Cape Town 2004. Eskom Energy Management News 
December 2004 

Energy Trust of Oregon 2006. Strategic Plan 2007-2012. 

Engineering News 2007. Eskom may start building pilot 100 MW wind farm next year. 

Engineering News 2007b. DME delays IPP plant tender awards Published: 21 August 2007. 

Engineering News 2008a. DME hopes to issue more capital grants for renewable energy. 
Published: 18 February 2008. 

Eskom 2006a. Energy Efficiency and Demand Side Management in South Africa. 

Eskom 2008a. Eskom’s Draft Application to NERSA for Price Increase in 2008/9. Submitted to 
NERSA on 17 March 2008 

Eskom 2007a. Renewable Sources of Primary Energy Eskom fact sheet 

Federal Government of Germany 2007. EEG - The Renewable Energy Sources Act. The success 
story of sustainable policies for Germany 

Finamore, B, Hu, Z et al 2003. Demand-Side Management in China Benefits, Barriers, and Policy 
Recommendations. Natural Resources Defense Council, Washington DC, USA. 

Fioretti, G. Lomi, A 2008. An Agent-Based Representation of the Garbage Can Model of 
Organizational Choice. Journal of Artificial Societies and Social Simulation  vol. 11, no. 1 1. 



Western Cape Sustainable Energy Strategy – Moving to Implementation 
Hilton Trollip for Sustainable Energy Africa 

  Page 36 of 40 

Garson, D 2008. Garbage Can Models Multiple Stream Theory overview 
(http://www2.chass.ncsu.edu/garson/PA765/garbagecan.htm)  

Glazewski, J 2005. The Legal Framework for Renewable Energy in South Africa 

Glazewski, J 2007. Legal Opinion on constitutionality of a proposed provincial renewable energy 
act v3-2 

Gipe P 2008. Electricity Feed Laws, Feed-in Tariffs, and Advanced Renewable Tariffs. Wind-
Works.org. 

Harrington, L. 2007. International Standards Update for Whitegoods. Energy Efficient Strategies 
Consultant to Equipment Energy Efficiency Program, Sydney, 12 February 2007. 

Independent on-line 2008. Tariffs will double by 2010. Published on the Web by IOL on 2008-
04-08 20:04:07 http://www.iol.co.za 

ISO IEC 2007. Using and referencing ISO and IEC standards for technical regulations. 
International Standards Organisation (www.iso.org) and International Electrotechnical 
Commission (www.iec.ch), September 2007. 

Jaffe, S et al 2004. Energy Efficiency Progress in the U.S Utility Sector. Natural Resources 
Defense Council, New York, NY, USA. 

Layman, T 2003. Intergovernmental Relations and Service Delivery In South Africa 

Marquard, A 2006. The Origins and Development of South African Energy Policy Andrew 
Marquard PhD Thesis  

Massachusetts, USA undated. General Laws of Massachusetts. Chapter 25a. Division of Energy 
Resources (http://www.mass.gov/legis/laws/mgl/25a-11g.htm) 

Moskovitz, D 1989. Profits and Progress Through Least Cost Planning. National Association of 
Regulatory Utility Commissioners (NARUC). Washington, USA. 

Nadel, S & Geller, S 1996. Utility DSM - what have we learned - where are we going. Energy 
Policy. Vol. 24, No. 4, pp. 289-302. 1996. Elsevier Science Ltd. 

NER undated, circa 2004. Draft Regulatory Policy on Energy Efficiency and Demand Side 
Management for South African Electricity Industry 

NERSA 2007. Renewable Energy Regulatory Support Renewable Energy & Climate Change 
Summit June 2007 

NBI 2005 National Business Initiative, South Africa, Energy Efficiency Accord, May 2005. 

PGWC 2007. MEC Statement after day 1 of June 2007 Western Cape Renewable Energy and 
Climate Change Summit. 

SABS 2004. IEC System for Conformity Testing and Certification of Electrical Equipment CB 
Scheme 

South Africa 2008a. A National Electricity Emergency Programme. Issued by: Government 
Communications (GCIS) 25 January 2008. 

Swedish Energy Agency 2006. 2050 Energy Vision 

Winkler, H and van Es, D 2007. Energy efficiency and the CDM in South Africa: constraints and 
opportunities. Journal of Energy in Southern Africa Vol 18 No 1 February 2007. 



Western Cape Sustainable Energy Strategy – Moving to Implementation 
Hilton Trollip for Sustainable Energy Africa 

  Page 37 of 40 

Appendix B – Terms of Reference 
 

TOR  for consultancy piece for the Clean Energy Governance Programme 

 
25 March 2008 

 
Appointment: Hilton Trollip 
 
Client: Sustainable Energy Africa 
 

Output Description: 
The assignment involves an assessment of the draft Sustainable Energy Strategy (SES) of the  
Provincial Government of the Western Cape (PGWC), especially in terms of recent developments 
in the South African electricity sector and the policy and legislative context. 
 

BACKGROUND 

 

Renewable Energy (RE) and Energy Efficiency (EE) are important pillars of the economic and 
environmental programmes of a growing number of countries: usually industrialised economies 
with sophisticated legal, economic, technological and skills bases. 
 
South Africa has some sophisticated elements in it’s legislative, economic and technological 
structures, including the energy sector, but by-an-large, the state of development of EE, is in its 
first stages, as is the introduction of RE.  
 
In 2003 the South African Government published a White Paper on Renewable Energy and in 
2005 an Energy Efficiency Strategy of the Republic of South Africa. However, a raft of other 
energy legislation and re-structuring, or attempts at re-structuring have strained energy sector 
governance capacity at all levels. Maybe unintended consequences of (attempted) reform in the 
energy sector, maybe resistance to reform, maybe external factors, maybe a combination or none 
of the above, but whatever the cause, the sector is now having to prioritise its attention to basic 
security of supply. 
 
The current re-prioritisation of attention on basic security of supply provides opportunities for EE 
and RE, as both can play an important role in supply security. Whereas only a year ago EE and 
RE were still outsiders in the South African energy scene, seen as “special minority interest” and 
battling to establish themselves as “real” energy services, and finding it almost impossible to 
compete with the vested interests of cheap coal and electricity, today RE and EE are the mainstay 
of the National Electricity Emergency Plan, which involves expansive national plans to 
implement far larger EE and RE than the most optimistic scenarios of EE and RE of less than a 
year ago. However, the emergency involves different models for implementation that an 
evolutionary scheme would have required. It also presents new and different challenges and risks 
for the development of sustainable and economically and socially beneficial EE and RE.  
 
The Sustainable Energy Strategy of the PGWC 
 
The current draft of the Western Cape SES document dated January 2008 is an output of a 
process which began gaining considerable momentum in June 2005 with the publication of a 
report commissioned by the Department of Environmental Affairs and Development Planning of 
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the PGWC titled Toward the Development of an Integrated Energy Strategy for the Western 
Cape. 
 
This was followed eighteen months later by the release, inviting comments, of a Draft Integrated 
Energy Strategy for the Western Cape in January 2007.  
 
The current draft of the Western Cape SES document is a further development of the Integrated 
Energy Plan document. One substantial addition is a set of scenarios demonstrating the potential 
positive impacts of Demand Side Management and energy-end-use energy efficiency 
improvements. Another significant addition is a set of seven renewable energy targets with an 
associated renewable energy plan of action specifically aimed at achieving the renewable energy 
targets. 
 
Both the Integrated Energy Plan and the Sustainable Energy Strategy documents include an 
identical highly detailed ten-page table detailing a plan of action linked to achieving five strategic 
goals. 
 
The Sustainable Energy Strategy and the Provincial Government Mandate on energy 
 
The SES document refers to the 2006 electricity supply shortages in the Western Cape and 
describes the important role energy plays in the productive economy and services and the impacts 
of energy production and use on health and the environment. Along with this it states that the 
PGWC believes that “additional efforts need to be made to address the energy challenges facing 
the Province through determined energy demand management and support for a mix of renewable 
and clean energy technologies”. 
 
Based on the above the SES states that “promoting renewable energy and energy efficiency is 
well within the Provincial Government of the Western Cape’s (PGWC) mandate” if this is done 
so that this “stimulates the economy, combats climate change, improves public transport, 

promotes sustainable practices and supports local government.” The SES states that “The 

Provincial Government's mandate to develop a Sustainable Energy Strategy & Programme of 

Action stems from its clear mandate around economic development, housing, provision of public 
transport and environmental protection.” 
 

Further the SES states that the role that the “PGWC wishes to adopt in relation to energy is 
consistent with the roles adopted by provincial governments across the world.” 
 
The PGWC government has stated its intention to promulgate a Renewable Energy Act as a key 
component of implementation of the Sustainable Energy Strategy. The Bill “would promote and 

prioritise renewable energy and energy efficiency for energy security, provide for financing 
mechanisms to enable renewable energy and provide institutional support” for the above. 
 
The South African national legislative and economic context 
 
The law 
The SES project has sought legal opinion on the Renewable Energy Bill and the opinion is that 
the areas of competence and authority of the three spheres of government in South Africa are 
clearly dealt with in the Constitution and in terms laid out explicitly in the Constitution energy is 
specifically not a provincial competence. The initial opinion was that the most viable and 
practical option would be “rather than enact a provincial renewable energy act is to use existing 
legislative structures to facilitate renewable energy strategies.” 
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However, the PGWC persisted and further opinion is that: “while a renewable energy act could 

be written this should be done against the backdrop of other existing national and provincial 
legislation”. 
 
The electricity industry 
Five of the seven renewable energy targets in the SES deal with electricity. Over the past ten 
years the South African electricity industry has gone through a process where it was to be 
fundamentally re-structured. The process has been officially shelved and all that remains are 
claims by the national government that Independent Power Producers will provide 30% of new 
power generation capacity. 
 
The battle around re-structuring started during the Constitutional negotiations around the 
competencies the three spheres of government and is not yet resolved. 
 
Probably linked to, if not directly caused by, this battle, the South African electricity supply 
system has suffered from a lack of investment and a maintenance malaise which has manifested 
in the officially acknowledged National Electricity Emergency in January 2008. The Emergency 
has led to widespread blackouts and temporary closure mines and scaling down of industrial 
activity. A National Electricity Emergency Plan (NEEP) has been drawn up. The RE and EE 
targets supersede much of the SES. However, they still largely rely on a centralized model, with 
strong concentrations of power, electrical and other. 
 
Work done to date 

This consultancy project was begun in December 2007 and, based on an initial assessment of the 
SES, a sequence of detailed proposals for meeting the requirements of the PGWC have been 
presented. Internal support for development of the Sustainable Energy Strategy in the PGWC is 
not strong and relies on some tenuous links. A realistic assessment of strategic alternatives has to 
take this into account. 
 
Owing to the combination of the tenuous situation and the National Electricity Emergency it has 
been decided that instead of using the assessment to support the PGWC in an internal process a 
paper for publication on wcenergy.net which will be a resource for stimulating dialogue on the 
issue of the Provincial Government role in energy efficiency an renewable energy. 
 
 

Deliverables: 

• A final quality review document on the issues described in output description 

• A list of all relevant legislation 

• Electronic copies of relevant documents (on CD) used in the analysis 
 
Paper outline 
 
 

1. Brief history of the Sustainable Energy Strategy process in the PGWC 
2. The new landscape for EE and RE in the Western Cape owing to the NEEP 

a. Elements of the NEEP 
b. Eskom DSM 
c. The new price/cost regime 
d. WC Trade issues -  exports. Tourism/hospitality 
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3. Other significant/fundamental contextual changes, such as energy prices (and maybe a 
(very brief) assessment of electricity sector developments around re-structuring etc. 

4. Issues relating PGWC initiatives  to national (e.g. NEEA, DME, NERSA, Eskom) and 
local government (CoC) EE and RE initiatives. 

a. City Energy Strategies 
b. Responsibilities 
c. Opportunities 

 
� Based on the above, what are some provincial options to use as starting point for a robust 
strategy going forward?  
 


