Community development and
renewable energy: exploring the role
and potential of the private sector in
South Africa

Cheryl McEwan
(Dept. of Geography, Durham University:
cheryl.mcewan@durham.ac.uk)

State-enrolment of the private sector in development
in South Africa
• ANC’s Reconstruction and Development Programme:
encouraged private sector participation
• Economic liberalisation: emphasis on public-private
partnerships (PPP)
• Broad-based Black Economic Empowerment (BBBEE)
legislation:
“places obligations on the private sector to actively contribute
to economic and social transformation in the country and to
enhance opportunities for people previously disadvantaged
under apartheid to gain access to the formal economy.”
(Tait et al. 2013: 10; Ponte et al. 2007)
• Working with communities has often proven difficult…

Renewable Energy Independent Power Producer
Procurement Programme (REIPPPP)
Investment in solar and wind
energy production

• New form of PPP
• Emphasis on private sector
funding for community
development
• More effective private sector
engagement in community
development?

Changing policy & policy drivers of RE 2030
• DoE 2011: 42% of new electricity
generation capacity from
renewable sources
• 30% through REIPPPP
• Additional generation capacity
(quickest to build)
• Economic development (‘Green
Economy’  New Growth Path
and job creation)
• Reduction in carbon intensity and
diversification
• Poverty alleviation and inequality
are not principal drivers

REIPPPP and community development
• Round 1 (2011): 28 (18
solar PV, 2 solar CPS and 8
wind)
• Round 2 (2012): 19 (9
solar PV, 1 solar CPS, 7
wind and 2 small hydro)
• Round 3 (2013): 17 (6
solar PV, 2 solar CPS, 7
wind, 2 other).
REIPPPP is “unique for its
economic development
requirements” (Baker and
Wlokas 2014: 27)

Community development requirements
• 30% of bid value (far higher
that BBBEE & PPP)
• IPPs required to contribute
to 4 local community
development criteria 
What’s new?
• Requirement for local
community shareholding
• Private sector enrolled as a
driver of ‘community’
development

1. local job creation (12-20%
of employees);
2. local ownership (black
people owning 12-30%
and communities owning
2.5-5% of shareholding);
3. enterprise development
(0-0.6% of revenue);
4. socio-economic
development through
financial contributions (11.5% of revenue)

Why is this significant?
“Historically... corporations have tended to pay more
attention to those communities which have more resources.
More specifically, corporations have paid more attention to
the concerns of communities in developed countries in which
they operate than to those in developing countries.”
(Kapelus 2002: 276).
• Targeting development spending into ‘communities’ near
renewable energy projects
• Channelling investment into traditionally marginal(ised) areas
of South Africa
• Local ‘communities’ are stakeholders

Local ownership: E.g. Jasper PV project (nr. Kimberley)
- SolarReserve (U.S. utility-scale solar power developer)
- Kensani Group (BBBEE investment company)
- Intikon Energy (South African RE project developer)

Socio-economic development through community
shareholding: E.g. !XiNa Solar One (nr. Pofadder)
- Abengoa: Spanish-registered MNC (51%)
- Industrial Development Corporation: governmentowned DFI (29%)
- !KaXu Community Trust (20%).

How is ‘community’ being constructed?
REIPPPP: communities within a 50k radius of the power
project must benefit
• ‘Community’ is not defined
• Areas surrounding projects
incorporate several social groupings
• 50k radius produces overlapping
beneficiary areas (e.g. De Aar, NC)
• Inconsistency between IPPs in
working with ‘communities’
• Creates artificial boundaries (dividing
municipal areas, towns or villages)
• Some 50km zones are sparcely
populated

How do private sector actors decide what local
development needs are?
• Process of community
development: passive
beneficiary model
• No accountability
• No participatory needs
assessment
• Community trusts: reps from
IPP, financial institutions,
professional trustees, legal
professionals, & representatives
of beneficiary communities
(ward councillors)

Trusts are recognised by
government, IPPs &
development practitioners as:
“exclusive rather than
inclusive, difficult to manage
operationally.”
(Tait et al. 2013: 18)
Embroilment of private sector
in local politics has led to
violence within communities
(Tshikululu 2010)

Predictable and stable finance flows and planning?
• SED and ED revenues spent annually – lack of planning and
sums could be enormous
• Local communities will not receive equity dividends until the
project has serviced its debt and started generating profit
• Lack of predictability may hinder community development
planning
• No requirement to align with local and national development
goals and priorities
• No regional oversight of projects to ensure efficient spending
or community engagement and representation

Dealing with uneven development and
inequality?
Research shows that inadequate
energy provision is a key
community need in many rural
areas (CHOICES community
energy project 2013)...

MV network and villages not electrified:

Job creation (bidding round 3)
(source: Department of Energy 2013)
Province

Jobs during construction
period

Jobs during operational
period

Eastern Cape

512

4908

Free State

414

1443

Gauteng

6

240

KwaZulu-Natal

96

240

Limpopo

160

1366

Northern Cape

6502

8736

Western Cape

223

1295

7915

18228

Totals:

Conclusions: REIPPPP, the private sector and
‘community’ development
• New form of PPP aims to
channel investment into
marginal(ised) areas
• Little community engagement
• Private sector does not have
skills or direct experience of
community development
• Charitable projects not
unlocking long-term economic
potential of localities?
• Is targeting spending at
extremely localized levels
effective & appropriate?
• Is private sector the right
stakeholder to deliver
community development and
empowerment processes?
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