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GALLAGHER ESTATE, MIDRAND; 29 MARCH 2012  

COMMENTS BY TREVOR A MANUEL, MP 

MINISTER IN THE PRESIDENCY: NATIONAL PLANNING COMMISSION  

 

1. Energy security and the electricity outages that occurred in 2007 was 

one of the reasons for the establishment of the National Planning 

Commission. When the country ran out of electricity, it shocked the 

country, the business community and government. It was a sobering 

reminder that something that we’ve taken for granted for decades can 

no longer be taken for granted.  

2. So, the establsihment of the NPC set up an interesting policy tension 

between the Department of Energy as the core policy department, and 

the NPC itself , made up of 25 Commissioners from outside of 

government, and charged with the responsibility to develop what 

President Zuma described as a “broad, cross-cutting, independent and 

critical view.” The department has to work from the present out and the 

NPC has to work back from the 2030 vision to the present, and link that 

view with a series of other cross-cutting initiatives. 

3. While energy is a diverse field, South Africa has three key objectives, and 

several important but less critical objectives.  
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 Firstly, we seek energy security. That is we need to have the energy to 

power the economy, light up homes and move our goods. While we seek 

more efficient use of energy, we do not want energy constraints to limit 

growth and investment.  

 Secondly, we seek energy at a price that is competitive and sustainable, 

recognising that cheap electricity has been a comparative advantage for 

the economy and moving away from this entails transition, and requires 

time. As a principle, we must guard against transferring the costs of 

adsutment to a low carbon future disproportionately on the poor. 

 Thirdly, we have to reduce the carbon intensity of our energy supply. 

About 95% of our energy mix is from fossil fuels and we are a significant 

emitter of greenhouse gases.  

4. There are other important but slightly less critical objectives. We seek to 

broaden participation in the sector, maintain and grow employment, 

diversify energy supply, clean up the production processes in industry, 

reduce the impact of the industry on water supply and contribute 

towards better public health through cleaner fuels.  

5. These are complex challenges that require careful and sophisticated 

planning, a long term perspective and strong institutional capacity.  
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6. That the institutional architecture of this sector is complex is a given. 

The industry consists of strong private players, large state owned 

enterprises, natural monopolies, several different locations for policy 

and then the regulators.  

7. To add to the complexity, energy markets are global markets and we 

import a significant share of our energy needs. Even when domestic 

sources are used, prices often depend on global markets, markets which 

are in themselves complex and often less than free.  

 

On energy planning  

8. Energy planning should not be too dirigeste i.e. we should not pretend 

that the state can plan down to the last detail. The world changes, 

economic growth and energy demand change, energy prices change, 

new technologies emerge, the private sector can offer new, innovative 

solutions. Rather a plan should be indicative and if anyone can offer a 

reliable alternative at a more competitive price than in the plan, then  

that option should be considered. 

9. Planning needs to be dynamic, again for the above reasons. A Master 

Plan which is updated only every few years is useless. It gathers dust on 
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a shelf. We need a living, dynamic plan  which is updated regularly in a 

transparent manner 

10. Planning needs to be institutionalised. It’s a great waste getting 

consultants to do once-off plans (and then they fly back to California) 

and no capacity is built internally to update the plan. Planning is not a 

simple exercise. It involves expensive and sophisticated software and 

models and requires experienced professional staff. These should be 

housed in a professional environment. For electricity planning – the 

most obvious location is the soon-to-be-established Independent System 

and Market Operator (ISMO). There is a good IRP team in Eskom which 

should be transferred to the ISMO. 

11. Planning needs a transparent process of incorporating inputs from 

stakeholders and for public comment. 

12. Planning should be linked to timely investment decisions, procurement 

and contracting. Energy investments have long-lead times and future 

gaps in supply and demand need to be identified and procurement 

processes started  early. Procurement and contracting can, in itself, take 

a long time. All the more reason to start early. 

13. Dynamic, professional energy and electricity planning is becoming 

critical in order to resolve some BIG issues around the appropriate 
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energy mix. What is the future of coal? Will we start a new nuclear fleet 

programme? Imported LNG gas? West coast gas? Shale gas and coal bed 

methane? When should these be developed. Regional options (both coal 

and hydro), etc. 

14. Planning should result in a diverse energy portfolio that diminishes risk: 

lot’s of smaller, lower capital cost, gas-fired generators with short lead-

times, using different sources of gas, will be less riskier than huge 

1600MW nuclear units with engineering, project management, 

completion time and financing risks. 

15. Planning needs to balance cost/price with other development objectives 

including climate change mitigation, water use, localisation, regional 

integration, etc. 

16. Role of the NPC?  A hierarchy – NDP -> IEP -> IRP. Oversight? 

Integration? We have to sit side-by-side with DOE, Environmental Affairs 

and a series of other initiatives. 

17.  The IRP2 is a really good product, following a really good process. It was 

collaborative, consultative, involved some of the best technical skills and 

balanced difficult issues. But its not perfect, and such plans never are. It 

needs to be continuously updated to take account of new information, 

new technologies, new global trends.  
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Specific proposals in the plan 

18. We need a strategy to continue exploiting coal while reducing its relative 

use and the emissions from burning it. This is a complex strategy to 

promote exports, ensure domestic needs are met, invest in cleaner coal 

technologies including super critical power stations, carbon capture and 

storage and coal bed methane. We have about $300 billion of coal in the 

ground and we simply cannot afford to turn our backs on it, while we do 

acknowledge the harmful effects of using it. 

19. We must ensure that the strategies for energy security and for climate 

change mitigation and adaptation are beter co-ordinated. We have 

unequivocal commitments to both sets of issues as part of the energy 

equation. The framework for an integrated approach is on the table – for 

example, the IRP sets a shadow price for carbon, which is a huge step 

forward. There is also the repeated references to the need to diversify 

our energy sources – at a number of levels – within coal generated, 

within a range of fossil fuel options and between fossil fuels and 

renewable sources.  

20.  The NPC endorses the 20000 megawatts of renewable in the IRP but we 

are concerned that because the regulatory process is slow to evolve, we 
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might not bring enough renewable power into the grid quickly enough to 

see the cost curve fall. If the cost curve does not fall, policy makers will 

be tempted to abandon renewables, when in fact we need to bring in 

more supply quicker to enable prices to fall. The initial REBIDs for solar 

are about three times more expensive than coal. This is only affordable if 

these investments lead to learnings that bring down costs in the longer 

term.  

21. We need to diversify our energy supply and the IRP is significant in this 

regard. Our view is that we need to factor more gas into the plan that is 

there at present. The capital costs of gas are cheaper and in a capital 

scarce country, this is an important consideration. Secondly, there are 

supplies close to SA (in Mozambique, Namibia and off our west coast). 

And possibly in the Karoo. In addition, gas is a flexible source that can 

complement other renewable energy which is more variable.  

22. Many of our energy security problems can be looked at in a regional 

perspective. While we have exceeded our carbon space, some of our 

neighbours have not. We are a water scarce country but some of our 

neighbours have significant hydro potential. There have been significant 

resource finds in the region (coal and gas in Mozambique etc).  
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23. Liquid fuel security is also a complex area of policy and planning. While 

we have run out of refining capacity and we do need to raise capacity in 

the longer term, global refining margins are low. This means that the 

timing of new capacity expansions is critical. Too early and we will spend 

lots of money with little benefit, too late and we will unduly raise costs 

for motorists. What feedstock do we use to raise fuel capacity – coal, gas 

or oil; or do we import refined product. How do we move to cleaner fuel 

standards given our present capacity challenges? Who pays for the 

upgrade? These are all difficult issues, dealt with in some detail in the 

plan.  

 

Pricing considerations 

24. There are complex utility pricing trade offs. In the old textbooks, they 

argue for a higher debt path and a gradual amortisation of costs over 

time, given growth in demand. At the extreme, this is not an option for 

us given our limited capacity, the need to encourage energy efficiency 

and the large costs of bringing new capacity into the grid. At the same 

time, a steep rise in prices and a lower debt path might be cheaper in 

the longer term but would impact negatively on growth in the shorter 

term.  
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25. How do we ensure that the user pays over the longer term, but that the 

poorest are protected from the full costs of the investment. While the 

poor use relatively little energy, the distribution network to supply 

households, and poor and rural households is actually costs more that it 

does to supply large bulk users. So on the one hand we need to find 

ways of subsidising the poorest users but we must also recognise that 

the costs of maintaining the distribution grid in not trivial.  

 

 

Conclusion 

26.  In the past three years, we have significant improved our country’s 

energy planning capacity. While there are gaps, these are being dealt 

with. We face some difficult trade offs, mainly because we have multiple 

objectives. Taking a longer term perspective while maintaining agility in 

the planning framework provides the institutional balance required to 

get things right, at the best price.  

27. The IRP is a huge step in the right direction. The NDP provides a broad 

overarching framework, which will guide future iterations of the IRP, and 

will guide the development of the IEP.  
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28. Finally, the scale of transformation in energy is huge. The general 

discourse is poorly served by intermediaries, by the history of low 

energy prices and by the preference to sloganise over rational, informed 

discussion and debate.  The resolution of our energy future is very 

dependent on technical inputs that are competenet and trusted, but it 

may be even more dependent on a people who are well-informed and 

reasonably well-versed so that the energy options are embraced, not 

resisted. This task, cannot be outsourced  it remains part of the essential 

government responsibility. Today’s colloquium is an important 

contribution to this! 

 


