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I N S T I T U T E  F O R  E C O N O M I C  J U S T I C E

NEGOTIATING A 
SOUTH AFRICAN 
RENEWABLE ENERGY 
MASTERPLAN 
(SAREM) 
The South African Renewable Energy Masterplan (SAREM) is one of 
14 industry-specific Master Plans that form part of a national process led 
by the Department of Trade, Industry and Competition (DTIC) to inform 
industrial strategy. The ongoing process to establish the SAREM is an 
opportunity to help change existing industrial policy to ensure maximum 
benefit while working towards a just energy transition. This Fact Sheet 
audits and analyses the SAREM draft (as of August 2022) against a set 
of key recommendations issued by labour negotiators throughout the 
process. The Fact Sheet then identifies key demands, which advance 
employment creation and decent work, that will be put forward in 
the final SAREM negotiations in support of the labour movement.

SAREM NEGOTIATIONS – OCTOBER 2022

FACT SHEET 

https://www.iej.org.za/
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SAREM LABOUR 
POSITION AUDIT

LABOUR RECOMMENDATION #1

DECENT WORK
SAREM Position*

• The SAREM draft lists “sustaining decent jobs” as 
among its objectives (see Figure 1 on page 14). 

• No attempt to define decent work or a “decent job” 
is made in the draft. 

• No mention is made of a framework or process to 
monitor and ensure decent work opportunities are 
created.

• Job figures used in the draft are drawn from the 2019 
Integrated Resource Plan assumptions. 

Analysis
• Labour has put forward the importance of ensuring 

decent work. However, it is unclear how the projected 
job figures presented map onto real job performance 
in the Renewable Energy Independent Power Producer 
Procurement Programme (REI4P). The document lacks 
adequate reflection on the quality of the jobs created. 
Labour has expressed concerns about the temporary 
and casualised nature of many of the opportunities 
currently created in the REI4P. 

• SAREM action items should include a recommendation 
to improve transparency on the job performance 
reporting and should be extended to include 
qualitative aspects of employment. SAREM should 
identify a process to ensure there is standardisation of 
appropriate job metrics for reporting with Renewable 
Energy (RE) projects. 

• Public procurement of RE should demonstrate the gold 
standard for employment conditions.

• Further, incentives provided to both local 
manufacturers and RE plant developers should 
include job creation requirements which include the 
prescription of decent work opportunities. 

Supporting Arguments
• The methodology used for employment 

statistics in the RE industry has the capacity to 

be misleading. Inconsistent use of “Job years”, 
“Full-time equivalent (FTE)”, “total number of 
jobs (headcount)”, and “job years created” make 
it difficult to compare the nature and quality 
of employment opportunities in the sector. The 
clearest example of this challenge is the REI4P 
programme itself. The current employment 
performance statistics offer little to no insight into 
the quality of opportunities created in the various 
projects.

• In alignment with the Decent Work Agenda, it 
is critical to ensure that appropriate reporting 
mechanisms are in place and are accompanied by 
monitoring and evaluation mechanisms which are 
fair, transparent, and well capacitated.

• The monitoring of compliance is of critical 
importance. By way of example, the recent 
publication of the Inflation Reduction Act in the 
United States has tied significant tax incentives and 
an arrangement of other subsidies for Wind and 
Solar industries to strict targets for worker-centred 
benefits in emerging industries. Note below a list 
of proposals:
- To be eligible for a full 30% tax credit 

for projects over 1MWac, labourers and 
mechanics installing the solar power 
projects must be paid prevailing wages 
by their employer, and must be part of an 
electrical apprenticeship programme.

- Qualifying projects must also adhere to 
a ratio of apprentices to fully-trained 
workers which is monitored by reports to 
the Department of Labour. Contractors or 
subcontractors who employ more than 4 
individuals performing construction, alteration, 
or repair work must employ at least one 
qualified apprentice to perform such work. 

- Violations will result in fines to the Secretary of 
Labour of $5,000 for each labourer or mechanic 
who is underpaid. If the underpayment is 
found to be intentional, the fine doubles 
to $10,000 per labourer or mechanic. 

* The SAREM draft document on decent work as of August 2022

https://www.pv-magazine.com/2022/08/15/whats-in-the-inflation-reduction-act-for-the-solar-industry/
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LABOUR RECOMMENDATION #2

 GREEN PUBLIC INCENTIVES PACKAGE 
(OWNERSHIP AND INVESTMENT)

SAREM Position*
• “The Re-imagined Industrial Strategy leverages 

private investment and builds industrialisation on 
the back of infrastructure, supporting both public 
procurement and private sector offtake.” - SAREM 
draft, Section 2.2 (on page 17).

• Employee ownership schemes are acknowledged 
in the SAREM draft as an important mechanism 
for inclusive ownership and redistributing benefits 
from RE projects (see page 42). 

• The draft recommends the establishment of 
a “transformation fund” with support from 
government and voluntary support from the 
private sector to improve inclusive ownership and 
access to RE development projects. 

Analysis
• Eskom is seen as playing a role in the transmission 

and distribution of electricity. Eskom should not be 
precluded from participating in investing in new 
generation in the future. Eskom, for example, can 
and should own and operate pilot projects (such 
as those planned for decommissioned Komati and 
soon Grootvlei) with high levels of local content to 
act as demonstrations of what can be achieved by 
local manufacturers and homegrown expertise. 

• SAREM refers on several occasions to the trade-
off between: “cheap electricity vs benefits to 
local manufacturing”, citing a necessary premium 
for locally manufactured components. The draft 
fails to appreciate the role public finance can 
make to offer low-cost capital to offset the use 
of locally manufactured goods. To date the REI4P 
has benefitted from state subsidies, along with 
sovereign guarantees which have ensured project 
viability. An investigation should be conducted to 
determine if an Eskom renewable build programme 
could be used to reduce production costs. If 
ESKOM is granted access to low cost debt from the 
government for this initiative, this could create the 
financial room to offset the increased input costs 
derived from aggressive localisation targets. 

• On the whole SAREM fails to appreciate the 

potentially transformative role public ownership 
can play in the sector.

• There is a lack of analysis on the failings of the 
current approach to ensuring inclusive ownership. 
For bid window 5 of the REI4P Mainstream 
Renewable Power, Scatec, and Red Rocket 
collectively account for 21 out of 25 projects. 
These bid winners all made use of the same B-BBEE 
partner, H1 Holdings.

• The proposed transformation fund requires more 
explanation. Before establishing this, an open study 
must be done to investigate the efficacy of supplier 
development initiatives existing in the industry.

Supporting Arguments
• Public procurement processes must play a key 

and pronounced role in stimulating local industry 
and which should be relied on extensively, in 
coordination with an industrial policy scheme which 
ensures that incentives are firmly tied to monitoring 
and compliance mechanisms.

• In 2005 Chinese manufacturers held less than 5% 
of the global photovoltaic (PV) module market 
share, by 2012 it claimed almost 60% and continues 
to dominate control of the value chain with 8 of 
the top 10 PV module manufacturers. Cheap debt 
financing to manufacturers played a key role in this 
rapid expansion. State-owned financial instruments 
invested in capitalised producers in exchange 
for majority Chinese ownership. After the 2008 
financial crisis a number of US solar firms migrated 
to China with their intellectual property utilising 
the cheap debt to achieve high production scale. 
South Africa should consider cheap debt public 
financing support for local PV manufacturers in 
exchange for local ownership.

• Rural electrification, public housing initiatives 
(using solar geysers for instance) and municipally-
owned power plants have been drivers for PV plant 
demand globally. These initiatives can, and have, 
utilised public procurement processes which can be 
tied to strong local content requirements to ensure 
locally produced products are used in projects built 
with public ownership. 

* SAREM draft document on Ownership and Investment related recommendations as of August 2022

https://doi.org/10.1093/acprof:oso/9780198753568.003.0012
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LABOUR RECOMMENDATION #3

 GREEN PUBLIC INCENTIVES 
PACKAGE (TRADE)

SAREM Position*
• The focus on trade policy is aimed at targeting 

export potential in the rest of Africa. Very little 
analysis is presented on the trade dynamics 
impacting locally manufactured goods and services. 

• Top priority actions prioritise market certainty 
but offer little direct material support for local 
manufacturers. 

• Import duties are mentioned as part of trade levers 
to be considered by DTIC around high priority 
items. The SAREM draft calls for an analysis of the 
impact of import duties on the cost of projects. 

• SAREM calls for state-state bilateral diplomatic 
trade missions to support SA manufacturers 
entering new markets.

Analysis
• The overall focus of the trade section is reliant on 

hopes of South Africa’s RE export potential. No analysis 
has been provided to scope the prospects for growth 
in African markets. 

• There is also a lack of analysis provided on the trade 
dynamics currently impacting the capture of local 
demand value. The local solar module manufacturing 
crisis, as a result of China’s dominance, illustrates this.

Supporting Arguments
• For key components such as PV modules cost 

competitiveness is a key metric for product 
selection. The DTIC has asserted that South Africa 
must find mechanisms to attend to the “premium” 
incurred by procuring local products, particularly 
in emerging industries. This will impact sectors 
where trial and error, learning by doing, and other 
processes are still in their early phases. 

• If South Africa is committed to creating decent 
work opportunities in manufacturing, we must 
accept that the costs of locally produced products 
may remain high in the short to medium term. 
To offset the impact of this, import tariffs must 

be applied to strategic components, and more 
specifically to local components earmarked for 
subsidies, tax relief and special support, in an 
effort to drive down local product costs.

• Utility scale solar PV demand is largely derived 
from the REIPP procurement process. At the Solar 
Power Africa conference in 2022, attended by 
IEJ and several labour representatives, industry 
actors and financiers made it clear that imported 
tier 1 PV modules were preferred by banks 
supplying the upfront capital required for these 
projects. There has been a recent announcement 
of a South African manufacturer, ARTSOLAR and 
Chinese firm TALESUN, entering a partnership 
to build a tier 1 manufacturing plant in KZN in 
2022. Despite this development, banks may still 
prefer higher grade tier 1 imported PV panels 
from larger manufacturers which are perceived to 
be lower risk, high quality and potentially lower 
cost. If utility scale renewable energy plants are 
publicly owned and financed, or even partially 
so, the government can influence procurement 
decisions at plant level and underwrite support 
for absorbing the risk and cost burden of using 
local panels. 

• Trends in sector liberalisation, combined with 
South Africa’s worsening fiscal climate, suggest 
a slowdown in the availability of sovereign 
guarantees for public power projects. This means 
that larger portions of the demand for RE systems 
may soon derive from private procurement. 

• South Africa has decided to liberalise its electricity. 
Notable regulations, including the “100MW” 
exemption limit change to the Electricity 
Regulation Act, mean that there will be an 
increase in demand for solar PV components 
purchased under private procurement policies. 
Unlike the Department of Mineral Resources and 
Energy (DMRE), private enterprises very rarely 
have local content policies, hence imposing 
appropriate import tariffs on PV modules, 
mounting brackets and other key designated 
components, will ensure locally manufactured 
products are selected in private projects.

* SAREM draft document on trade related recommendations as of August 2022
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LABOUR RECOMMENDATION #4

 GREEN PUBLIC INCENTIVES PACKAGE 
(COMPLIANCE AND MONITORING)

SAREM Position*
• Local Content Requirements (LCRs) are blamed for 

challenges in REI4P Bid Window 5. This is unjustified. 
• A market-led import heavy approach is presumed to 

be desirable. 

Analysis
• The SAREM draft lacks analysis on the performance 

of existing local content rules in terms of monitoring 
and compliance. As a consequence, it makes no 
recommendations on how to remedy the poor 
performance of existing industrial policy mechanisms.

• At the other end of the spectrum, on page 33 of the 
draft, in a section discussing the development of a 
local manufacturing ecosystem, mention is made 
of components “naturally” localised with sufficient 
certainty and scale. Wind turbine towers are included 
under this heading even though tower localisation 
is in fact not “naturally” localised but instead is an 
achievement of explicit local content requirements. 

• SAREM lacks analysis and reflection on the debates 
on the impact of local content requirements on Bid 
Window 5. By September 2022, 11 months after bid 
winners were announced, only 3 projects were about 
to achieve financial close. The future of the balance 
of bid winners remains in question. 

• The global supply chain crisis, emerging from the 
ramping up of industrial economies post the peak 
of the Covid-19 lockdown responses measures, has 
caused a sharp rise in key RE component costs. It 
has also increased freight transport costs (in 2021 
by order of 600% for imported goods). Supply 
bottlenecks have also introduced delays in lead times 
which has led to the stalling of many RE projects 
across the globe.

Supporting Arguments
• The GreenCape study aimed to inform the SAREM 

process fails to acknowledge the lost opportunity to 
date within the REI4P where generous Power Purchase 
Agreement (PPA) tariffs have not yielded favourable 
results in local content compliance. It is necessary to 

ensure a focus on ensuring the localisation of key 
designated components.

• Sweeping generalisations have been made on local 
content requirements and their “net benefit”. 
These need to be substantiated. Different types 
of projects may place different constraints on the 
price of electricity. For example, a Komati Solar 
PV agrivoltaics plant, currently open for tender 
by Eskom, is considered a “test or demonstration” 
project. Initiatives like this, particularly as they are 
tied to the Eskom Just Energy Transition, should be 
earmarked for aggressive local content requirements.

• The SAREM draft identifies that the premium local 
production of a viable set of components for utility 
scale wind comes to 5-20% and to 5-60% for solar 
PV. A significant portion of these price impacts 
on project costs can be offset by low-cost debt 
provision. It is recommended we explore public 
financing vehicles, for example cheap debt offered 
through the South African Reserve Bank, the 
Industrial Development Corporation (IDC) and the 
Development Bank of Southern Africa (DBSA).

• The SAREM draft currently recommends a point-
based local content system with an allocation of 
70/20/10 (10 pts - Transformation, 20 pts - Local 
Content, 70 pts - Price). The current focus on price 
encourages a “race to the bottom” approach which 
leads to a focus on cost cutting measures and a 
reduced risk appetite for local products for key 
components, when available. Locally manufactured 
goods are seen as higher cost and lower quality and 
therefore higher risk. 

• On 1 August 2022, as part of an inter-ministerial 
panel addressing measures to address the electricity 
crisis, DTIC Minister Ebrahim Patel asserted that the 
coming bid rounds for the REI4P would implement a 
35% LCR for local solar modules. He went further to 
insist that for future bid windows the targets would 
be incrementally increased to allow the scaling up 
of local production to create jobs and create supply 
chain security. These measures are already more 
ambitious and aggressive than what has been put 
forward in the SAREM draft. The pronouncements 
made by Minister Patel must be concretised and 
developed further in SAREM as the backbone of the 
deep localisation strategy.

* SAREM draft document on compliance and monitoring mechanisms for existing localisation policies as of August 2022

https://doi.org/10.1016/j.polgeo.2017.03.003
https://doi.org/10.1016/j.polgeo.2017.03.003
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LABOUR RECOMMENDATION #5

TECHNOLOGY TRANSFER
SAREM Position*

• Following labour inputs, through the IEJ’s research 
support, the call for establishing a Technology Transfer 
System (TTS) has been included in the SAREM draft. 

• TTS is included in the framing objectives (figure 3) 
and explained on page 40 under demand-led skills 
development.

Analysis
• The definition given for TTS needs improvement. The 

integration of the idea of technology transfer should 
be aligned with the ambition for long-term, high-level 
component localisation. 

• Despite the inclusion of TTS it receives no mention in the 
list of high-priority tasks. Category 3 on RE sector skills 
includes interventions from a 3-month to 4-year timescale 
with no mention of where a TTS would be established.

Supporting Arguments
• Developing a coherent TTS will enhance the technical 

capabilities of the existing manufacturing base. The 
aim of a TTS is to institutionalise and coordinate 
the incentives processes through which technology 
absorption occurs and complementary local technical 
capacity is built.

• RE Original Equipment Manufacturers (OEMs) will move 
to protect their intellectual property and comparative 
advantage to the exclusion of the local component 
manufacturing sector. If industrial policy mechanisms 
are not aligned well with the Technology Transfer 
System outcomes, large amounts of funding may be 
spent on low-yield activities with limited product 
diversification potential and employment absorption. 
The provision of state funding for research and 
development, skills training, and learning partnerships 
with targeted RE OEMs must be prioritised.

LABOUR RECOMMENDATION #6

RECYCLING
SAREM Position**

• Recycling is not addressed by name at all in the current 
SAREM draft. 

• Mention is made that there are value creation 
opportunities from project planning to decommissioning 
but recycling is not explicitly listed as an activity scoped 
for any form of support.

Analysis
• Recycling of components in the solar and wind value 

chain is a matter of growing concern in countries with 
high levels of deployment of renewables technology. 
South Africa should be proactive in thinking through 
how best to support these activities to prevent improper 
disposal and to take the opportunity to create jobs. 

Supporting Arguments
• Recycling and end of life management for wind turbines 

and solar PV panels presents significant employment 
opportunities in the future.

• In the case of solar recycling the production of waste 
emanates from batteries, copper, plastics and solar PV 
modules themselves. Aluminium mountings benefit from 
the possibility of being fed into the established recycling 
sector for metal in the country.

• With recent prospects for large-scale manufacturing 
of solar PV panels in South Africa and the increased 

penetration of rooftop solar, through Small-Scale 
Embedded Generation (SSEG), there is a growing need 
for waste recycling measures. 

• The recycling of solar PV modules is typically very costly 
and is made economically viable at scale through the 
provision of subsidies. Due to the high cost of recycling, 
users typically opt to simply dispose and discard panels 
which can have negative environmental impacts.

• Without strong financial incentives offered by the 
government, the recycling industry is unlikely to 
materialise. This reality also makes the recycling industry 
highly suitable for public ownership.

• Municipalities have already proposed levies for home 
solar and commercial private solar installations. 
Municipally owned recycling depots could attain part 
of their funding by adding a fee for recycling onto the 
existing levies which would accompany a service to collect 
and appropriately manage the decommissioning of solar 
PV systems.

• A clear framework for what constitutes a recycled 
material will need to be established alongside the 
development of industry standards for recycling 
processes. The efforts will then need to be monitored for 
compliance by the relevant government agency.

• Through industry partnerships facilitated under the TTS, 
the development of recycling processes can specifically 
be designed based on the set of locally manufactured 
products available. This may also lead to innovative 
product designs and processes.

* SAREM draft document on Technology Transfer as of August 2022 
** Illustrating the position of the SAREM draft document on Decent work as of August 2022

https://www.iej.org.za/wp-content/uploads/2021/10/IEJ-policy-brief-SAREM.pdf
https://www.iej.org.za/wp-content/uploads/2021/10/IEJ-policy-brief-SAREM.pdf
http://forum.tips.org.za/images/TIPS_Forum_2022_Industrial_policy_for_recycling_The_case_of_the_renewable_energy_sector_in_South_Africa.pdf
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RECOMMENDATIONS 
FOR SAREM 
NEGOTIATIONS
The table below summarises key recommendations for labour 
in response to the August 2022 SAREM draft.

MECHANISM RESPONSIBLE PARTY

CEMENT “DECENT WORK” AS CENTRAL TO THE MASTERPLAN

Ensure that decent work appears as an overall goal of the 
masterplan
The centrality of decent work must be reflected and elaborated on under 
“Implementation Plan Elements”.

SAREM Executive 
Oversight Committee 
(EOC)

Establish a framework for monitoring and evaluating the 
employment opportunities in line with the decent work criteria
Ensuring the bulk of the employment opportunities generated from increased 
renewable energy component demand and associated localisation are decent work 
opportunities. 

Incentives offered to RE projects and local manufacturers should be accompanied by 
compliance targets with the decent work framework. Penalties for non-compliance 
should be issued to ensure adherence to targets articulated. 

NEDLAC, Department of 
Labour, IPP office (for 
existing plants)

DEVELOP INDUSTRIAL POLICY TO ENABLE DEEP LOCALISATION 
OF RENEWABLE ENERGY VALUE CHAINS

Market structuring
Nascent local industry must be protected through the appropriate use of import tariffs. 
The publication of the SAREM must be accompanied by the publication of a schedule 
of tariffs for strategic components targeted for localisation in South Africa. 

The creation of the import tariff schedule, within 6 months, should be included under 
high-priority tasks. 

DTIC, International 
Trade Administration 
Commission (ITAC), South 
African Revenue Service 
(SARS)

Technology transfer
The SAREM must accompany the establishment of a Technology Transfer System 
to facilitate technology absorption targeting renewable energy technologies that 
capacitate local manufactures. The TTS is to be coordinated by the Department of 
Science and Innovation (DST), DTIC and the Department of Higher Education and 
Training (DHET), OEMs, and local industry associations.

The updated SAREM should include an improved definition of the TTS. The inter-
departmental meeting to establish the TTS, within 6 months, should be listed under 
high-priority tasks.

DST, DHET, DTIC
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MECHANISM RESPONSIBLE PARTY

Establish aggressive local content rules
The SAREM should affirm aggressive local content requirements which reflect South 
Africa’s ambition to localise key components for RE systems. 
• An industry survey must be conducted by DTIC within 6 months, and made public, 

identifying the state and capacity of local manufacturers in the wind and solar 
value chain. The results of this survey must be used to update the component 
designation list compiled by the DTIC. 

• Local content requirements should be set to 50% for the next wave of public 
procurement RFPs (starting with Bid Window 6). 

SAREM EOC, DTIC, IPP 
office, DMRE

SAREM must consolidate efforts to develop a framework for 
ramping up LCR for strategic components
In line with the Minister of Trade and Industry’s pronouncements (see note on LCR 
policy), a framework for the phased ramping up of local content requirements, as 
local capacity increases, must be developed, within 6 months, to formalise measures 
taken to localise the solar value chain. 

SAREM EOC, DTIC, IPP 
office, DMRE

Capacitate the monitoring of compliance mechanisms for local 
content rules
SAREM must call for a revision of the mechanisms and institutional capabilities for 
monitoring and enforcing compliance. Moreover, resources must be allocated to 
ensure adequate monitoring and enforcement.

DTIC, IPP office, DMRE

CENTERING TRANSFORMATION, PUBLIC 
OWNERSHIP AND WORKER CONTROL

Leverage public investment in infrastructure and manufacturing
Advocating for the role of public ownership, the provision of cheap debt, and 
mechanisms for controlling the economic rents on private projects in developing 
RE manufacturing capacity to be listed explicitly as a priority for the SAREM. Low-
cost debt will help offset the high cost of locally produced goods. Public, and where 
applicable, worker ownership will help shift procurement decisions in favour of 
locally produced components. 

DTIC, IDC, South African 
Reserve Bank, National 
Treasury, DMRE 

Employee Share Ownership Plans (ESOPs) must be advanced as a 
means for achieving B-BBEE compliance
ESOPs should be encouraged, structured and regulated in emerging green industries 
to ensure improved overall material benefits for workers and increase workplace 
democracy. Clear guidelines and best practices for ESOPs must be assembled and 
promoted.

NEDLAC, DTIC, DMRE, 
Industry Associations

Worker participation in company boards must be encouraged
To improve governance, worker buy-in, and workplace democracy, where companies 
have boards, worker representation should be included with voting authority.

NEDLAC, Industry 
Associations

PROACTIVE DEVELOPMENT OF A RECYCLING INDUSTRY

Explicitly identify pathways for the development of a local 
recycling industry
An incentive structure for the development of recycling industries should be developed. 

NEDLAC, DTIC, DMRE, 
Industry Associations

Establish a recycling industry at municipal level
A strong commitment to ensuring the end-of-life management of renewable energy 
systems (particularly solar PV) must be made clear. The recycling of key components 
in this sector requires high levels of public subsidisation to be economically viable 
at scale. This makes recycling activities well suited for public ownership. For solar PV 
modules, this could be realised through investing in municipal recycling depots.

Municipalities, IPP office 
(for existing plants), 
DMRE, IDC, Department of 
Forestry, Fisheries and the 
Environment (DFFE)
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