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Executive Summary

The South African government has launched the $8.5 billion
Renewable Energy Independent Power Producer Procure-
ment Programme (REI4P) to diversify power generation and
address electricity insecurity through private companies.
However, the planning and implementation systems for the
large-scale renewable energy competitive tender lack a clear
framework for integrating township-based Small Micro-Me-
dium Enterprises (SMMEs) in areas with solar energy po-
tential into the emerging renewable energy landscape. This
policy brief investigates how local government can leverage
the REI4P as a Local Economic Development (LED) initiative
to revitalise distressed mining township economies, inte-
grating township-based SMMEs as rooftop solar photovolta-
ic Small-Scale Electricity Embedded Generators (SSEEGS).

Actionable policy proposals aimed at leveraging the REI4P

to revitalise distressed mining township economies :

e Promote Pro-LED REI4P for SMME inclusion: Estab-
lish a comprehensive REI4P framework to facilitate the
integration of township-based SMMEs located in regions
with significant solar photovoltaic energy potential to fos-
ter active participation in the renewable energy market as
rooftop solar photovoltaic SSEEGs.

e Leverage REI4P for township economic revitalisation:
Encourage local government entities, such as Merafong
City, to collaborate with public and private stakeholders to
secure renewable energy funding and skills development
to support the integration of Khutsong township-based
SMMEs into the REI4P This can stimulate economic
growth and job creation, revitalising Khutsong Merafong
City's distressed mining township economy.

e Strengthen local service delivery through REI4P: Ad-
dressing the current existing policy gap within the REI4P
planning and implementation systems can create an in-
tegrated policy approach. Strengthening township econo-
mies, supporting broader national energy goals, and max-
imising socio-economic benefits. These include stabilising
electricity security for township enterprises, reducing
municipal debt through a cost-reflective tariff system, and
facilitating repayment of outstanding rates and service
debts.

Introduction

Centralised policy implementation in African development
states often overlooks local government responsibilities’.
Consequently, this limitation significantly hampers the abil-



ity of local municipalities to foster LED. In South Africa,
electricity insecurity is a national service delivery crisis esti-
mated to cost the economy R4 billion daily in 20222, affect-
ing 80% of Gauteng's population residing in townships and
informal settlements where SMMEs are critical in informal
economies. Electricity is a cornerstone of the operation of
informal economies, accounting for 17% of South Africa’s
Gross Domestic Product (GDP). These enterprises’ opera-
tions are confined to the periphery and struggle to access
business networking, mentorship, and financial support.

In response to addressing the national service delivery crisis
of electricity insecurity. The South African government has
launched the REI4R South Africa’s first large-scale renewa-
ble energy competitive tender valued at 8,5 billion dollars®.
The REI4P procurement policy seeks to address the na-
tional service delivery of electricity insecurity by mobilising
private companies through procurement to diversify power
generation using alternative renewable sources. However,
the planning and implementation systems of the REI4P lack
a critical element of a pro-poor LED policy framework. To
partially integrate informal township-based SMMEs that fall
within an area that has renewable solar photovoltaic poten-
tial to partner and participate in the emerging renewable
energy landscape aimed at revitalising distressed mining
township economies, such as those in Merafong City. This
oversight engenders and promotes pro-market, favouring
well-established private sector businesses to submit ten-
ders as Independent Power Producers (IPPs). Consequent-
ly, it fails to create an enabling environment for local govern-
ment to leverage South Africa’s REI4P as an LED initiative
to revitalise distressed mining township economies, such
as those in Merafong City.

This policy brief outlines the potential and strategies for lev-
eraging the REI4P to revitalise distressed mining township
economies, utilising township-based SMMEs as rooftop so-
lar photovoltaic SSEEGs.

Case study area

Officially proclaimed an African mining compound township
in 1959, Merafong City Local Municipality (MCLM) in the
southwestern part of Gauteng province within the West
Rand District Municipality, and comprises three townships —
Khutsong, Wedela, and Kokosi, whose labour and economic
profile is shaped by the following [*;%;°]:

Mining-centric economy: The local economy heavily relies
on gold and uranium mining. However, with local mines pro-
jected to reach the end of their operational lifespan, the area
faces the risk of economic decline, potentially transforming
the local townships into ghost towns due to a lack of eco-
nomic diversification.

Historical fiscal regulations: A legacy of stringent fiscal
regulations and a culture resistant to supporting township

entrepreneurs have hindered the growth and development
of township SMMEs, which continue to face challenges in
competing with well-established companies within a mo-
nopoly.

Demographic, education, skills development and labour pro-
file: The Merafong City Local Municipality is home to 197
520 residents with an average household size of 2,8 people
per household. Only 9,35% of the population hold tertiary
qualifications, while 28% have completed matric, and 58%
have not finished their secondary education. This highlights
the need for targeted green educational and skills develop-
ment initiatives in the renewable energy sector that can be
leveraged through the REI4P

Figure 1. The Gauteng Province Merafong City Local
Municipality solar radiation map
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Figure 1 illustrates the solar photovoltaic power potential.
Merafong City Local Municipality has an 1829,7 kWh/kWp
specific photovoltaic power output, with Direct Normal Radi-
ation (DNI) worth 2228,7 kWh/m2 annually, which suggests
a relatively high efficiency for rooftop solar panel systems’.

Findings

South Africa’s service delivery crisis: Electrici-
ty insecurity and effects on Khutsong SMMEs
South Africa’s power parastatal, Eskom, struggles to pro-
duce sufficient electricity to meet the nation’s demand, re-
sulting in an energy deficit that impacts service delivery.
The government’s response birthed electricity insecurity,
which can be conceptualised as: i) a symptomatic policy ap-
proach by the government introducing rotational power cuts
(loadshedding) and ii) load reduction, a reactive strategic
response to cut-off electricity. Implemented by municipal-
ities to limit excessive power consumption in areas where
residents perpetuate the culture of electricity theft through
illegal connections, bypassing meters and those who fail to
pay for rates and services®.



There is an urgent need for reliable and affordable electricity
to support the local economy and development of Khutsong
and other townships in Merafong City. Electricity insecurity
severely disrupts small business operations and impacts the
fundamental rights of citizens, as outlined in Section 5(1) of
the National Energy Act 3 of 2008, particularly regarding the
provision of reliable and affordable electricity®.

Electricity insecurity significantly affects Khutsong SMMEs,
creating a barrier to LED in Merafong City. Loadshedding,
load-reduction and unplanned power cuts disrupt small busi-
ness operations and create various challenges, including i)
poor operational efficiency, ii) safety and security concerns,
iii) loss of clients and staff, iv) impaired customer relations,
v) loss of income and unplanned expenditure, vi) damage to
electronic equipment and stock, and vii) lack of compensa-
tion for damages incurred and government support. To mit-
igate electricity insecurity, Khutsong SMME business own-

ers have adopted strategies such as i) renting generators, ii)
using gas stoves, and investing in an Uninterruptible Power
Supply (UPS). These measures are costly and lead to price
inflation to compensate for the additional expenditure.

REI4P: A pathway to revitalising distressed
mining township economies

Stakeholder collaboration for renewable e nergy develop-
ment at local government

To leverage the REI4P as a catalyst for LED aimed at revital-
ising distressed mining township economies in Merafong,
the Merafong City Local Municipality (MCLM) can submit
a rooftop solar PV SSEEGs proposal to forge collaborative
partnerships with various stakeholders. This approach can
facilitate the integration of township-based SMMEs into the
renewable energy market by providing funding and support-
ing skills development™

Figure 2: Funding stakeholder for Khutsong township-based SMMEs rooftop solar PV SSEEGs
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The collaboration between the MCLM and the identified stakeholders in Figure 2 above can: i) facilitate funding opportu-
nities and help support the implementation of solar PV SSEEG projects at local government, ii) unlock financial resources
and promote knowledge exchange opportunities to provision renewable energy development projects, iii) enable the mu-
nicipality to access resources and networking opportunities to foster collective action, and grassroots knowledge-sharing,
advancing renewable energy initiatives at the local government level.

The partners in Figure 3 will enable township-based SMMEs to acquire the necessary skills and bridge the highly skilled
workforce gap in the clean energy industry'. The Auditor General's report stipulates that the municipality exhibited poor
expenditure management, with a consumer debtors balance of 78,5%, mainly stemming from attributed to faulty meters
and non-technical losses, amounting to R 1560 167 272 during the 2019/20 financial year['?;"3]

The skills and knowledge gap of renewable energy

Figure 2: Funding stakeholder for Khutsong township-based SMMEs rooftop solar PV SSEEGs
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Khutsong township-based SMMEs were asked the following set of questions to determine
their interest in solar renewable energy opportunities:

Do you have any knowledge or skills in solar renewable energy (Yes, Maybe, No)?

There is a significant knowledge gap and skills related to solar energy amongst 88% of the Khutsong SMME owners, which
calls for targeted education and skills development programmes on solar renewable energy.

As a township-based SMME, would you be willing to be subcontracted as an IPF, using your rooftop to sell solar
electricity back to the grid? (Yes, Maybe, No)

Khutsong SMME owners indicated a high willingness (78%) to be subcontracted as rooftop solar PV SSEEGs. Showing
strong entrepreneurial interests in renewable energy to either generate extra income by selling their surplus energy to the
municipality or store the additional solar energy to use in the event of electricity insecurity.

Would you enrol with a local TVET college for a Renewable Energy and Skills Development course? (Yes, Maybe,
No).

A large number of respondents (78%) are interested in enrolling in a TVET college for a Renewable Energy course to ac-
quire knowledge and skills as prospective SSEEGs. Their motivations include gaining expertise in renewable energy and
obtaining certifications to maintain, install, and store energy from solar systems. However, 20% of the respondents remain
uncertain or uninterested in enrolling in such courses, indicating a need to address this barrier to participation.



The potential of revitalising Merafong City
into a local renewable energy development
zone

The successful implementation of the REI4P requires a

competitive, qualified, and skilled workforce'. Therefore, a

renewable energy education, skills, and employment strat-

egy is crucial to creating an environment that enables Mer
afong City to tap into a renewable energy manufacturing
hub. When implemented, this strategy can transform Mer-
afong City into a Local Renewable Energy Development

Zone comprising a new network of industries, economies,

and cities. The Khutsong township economy falls under the

West Rand District Municipality and aligns with the critical

requirements of expanding the Western Electricity Grid In-

frastructure power corridor, which is as follows: ['5;'6]

1. The Merafong City Local Municipality has 1871,5 kWh/
wp specific photovoltaic power output and direct normal
radiation of 2189,3 kWh/m2 annually (Figure 1)["7;'8]. It
has the potential to become a green economy that can
expand along the Western Electricity Grid Infrastructure
power corridor and can support South Africa’s national
energy transition, particularly in promoting technological
innovation and industry potential in solar renewable en-
ergy.

2. Merafong City township-based SMMEs can be leveraged
as solar PV SSEEGs for partial integration into the REI4P
This approach could promote pro-poor LED frameworks
and enable the rehabilitation of Merafong City, potentially
transforming it into a Local Renewable Energy Develop-
ment Zone19, characterised by a new network of in-
dustries, economies, and centres?’, which could enhance
the current labour force, address existing knowledge and
skills gaps and improve the economic profile. This strate-
gy may help to i) mitigate the risk of the region devolving
into a ghost town and ii) create a range of renewable en-
ergy employment opportunities for Merafong City town-
ship residents and SMMEs.

3.Play a significant role in helping South Africa unlock its
technological innovation and industry potential in solar re-
newable energy. It can help promote and build a resilient
manufacturing and supply chain through township econ-
omies. It is located adjacent to the Lanseria Airport and
Maropeng World Heritage Sites.?’

Benefits associated with leveraging South Af-

rica’s renewable energy initiative to revitalise

distressed mining township economies

1. Education and skills development: i) establish and pro-
mote a fully funded Local Industrial Resource and Energy
Efficiency curriculum in partnership with Westcol TVET
College. Young Renewable Energy Efficiency Technology
Professional Development: i) provide Khutsong SMMEs,
youth, and existing professionals, such as lecturers and
municipal officials, with skills needed for the emerging
green economy.

2. Integrate Green skills projects: to address climate

change awareness at Westcol TVET College to offer cor
porate and academic vocational Programmes in renewa-
ble energy and efficiency with specialisation certifications
in the following fields: i) procurement, ii) manufacturing,
iii) transport, iv) solar panel installation, v) grid connection,
and vi) operation and maintenance which can help bridge
the skills gap and promote job creation.??
3.Local Manufacturing and Employment Opportunities:
Khutsong township-based SMMEs can manufacture
and supply solar and energy storage systems, including
assembly, modules, inverters, mounting structures, so-
lar panel cables, battery packs, casing materials, battery
management systems, cooling systems, site control, and
energy management systems. This will reinforce the em-
ployment market for township economic and skills devel-
opment by building a sustainable local renewable energy
value chain.

4.Advancing Economic Stability and Energy Security: Lever-
aging the REI4P to revitalise distressed mining township
economies has multiple benefits such as: i) mitigating
the impact of electricity insecurity for Khutsong town-
ship-based SMMEs, ii) generating additional revenue by
allowing SMMEs to sell surplus electricity to the grid,
iii) reducing municipal debts through a cost-reflective
tariff system, enabling SMMEs to repay longstanding
rates and services debts, iv) decreasing loadshedding
by easing grid demand, v) decreasing load reduction by
combating electricity theft, non-payment, illegal connec-
tions, and metre bypassing, thereby fostering a culture of
accountability, vi) supporting climate action by reducing
carbon emissions and promoting local renewable energy
use, and vii) stimulating LED and improving the munici-
palities economic, labour and educational profile through
job creation, skills development and boosting municipal
revenue.

Recommendations

Merafong City needs to restructure the cur-
rent Local Government Electricity Service
and Business Model.

To ensure that the policy framework addressing South Afri-
ca's national service delivery crisis of electricity insecurity
promotes pro-poor LED. The Merafong City local munici-
pality must restructure its business model into a municipal
procurement business model to create an environment that
enables the partial integration of township-based SMMEs
into the REI4P to promote a pro-poor policy framework.

This model will position the MCLM as the renewable en-
ergy procurer. This model encapsulates two critical types
of electricity generators available to municipalities: i) em-
bedded generators (prosumers) and ii) Independent Power
Producers (IPPs). The model is centred around rolling out
small-scale electricity-embedded generators (SSEGs) that
fall within the municipal jurisdiction. Therefore, it can enable
Merafong City to leverage the REI4P into an LED initiative to



revitalise distressed mining township eco nomies. [?3;24,25,29]
The Merafong municipality can also identify neighbour
ing private sector companies, such as mines, which have
submitted a bid for the tender and have signed a Com-
munity-Based Agreement (CBA) to enter a subcontracting
arrangement with Khutsong township-based SMMEs as
rooftop solar PV SSEEGs, valued at a minimum of 25% of
the state contract value as outlined in section 12(3). Sup-
ported by section 12(1) stipulating that a person awarded a
tender may enter into a subcontracting agreement with the
approval of the organ of state according to the Preferential
Procurement Policy Framework Act (PPPFA) 2000: Prefer
ential Procurement Regulation, 20177

Next steps for Merafong City to leverage the
REI4P to revitalise distressed mining town-
ship economies

1. Stabilise finances and municipal renewable

energy readiness:

e Improve municipal audit performance to strengthen its fi-
nancial capacity for Khutsong SMMEs to become rooftop
solar SSEEGs.

e Revise the Intergraded Development Plan (IDP) and craft a
Local Climate Change Renewable Energy Efficiency Strat-
egy to prioritise climate change, renewable energy de-
velopment and sustainable land use and foster a robust
collaboration among diverse stakeholders.

2. Build strategic partnerships:

e Engage and negotiate subcontracting agreements with
neighbouring mines, such as Sibanye Gold Mine, to build
public-private partnerships and partially integrate Khut-
song township SMMEs into the REI4P

e Collaborate with national and international stakeholders
in the solarrenewable energy space to access funding,
technological expertise, and resources, and initiate a re-
newable energy skills development program.
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