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ABSTRACT The South African energy sector has been plagued by incessant power outages in recent years due to
decreasing energy generating capacity, increased population and economic growth, political interference with the
country’s energy provider, and a lack of maintenance of aging energy infrastructure. Economists are unanimous
that incidences of load shedding have resulted in a loss of billions of Rands in revenue. Using a desktop review, this
paper examines the potential roles of cooperatives in South Africa’s budding clean energy sector. The paper argues
that although cooperatives can potentially contribute to the country’s clean energy transition, challenges such as
policy constraints, access to finance, dearth of technical skills as well as poor understanding of the cooperative
movements are barriers to cooperatives’ involvement in South Africa’s low-carbon future. The paper argues that
these barriers must be addressed in order to unlock the contributions of cooperatives to the country’s clean energy
transitions.

INTRODUCTION

Around the world, meeting human energy
needs has increasingly become a focal point for
governments as economies become more ener-
gy intensive. Most of the energy in today’s so-
ciety is derived from fossil-based sources. Ar-
guments against fossil-based fuels (FBF) revolve
around the scientific evidence that they con-
tributes to changing climatic patterns with re-
sultant negative impacts on human beings and
on the sustainability of planet earth. In response
to this awareness, many countries, including
South Africa, have embarked on the drive to-
wards the adoption of climate-friendly and re-
newable energy alternatives.

This paper assesses the role of cooperatives
in South Africa’s transition to a low-carbon econ-
omy. Section two of the paper explores the ratio-
nale that underpins the global drive towards a
low-carbon economy. Section three examines the
South African energy sector focusing on barri-
ers to South Africa’s energy generation and dis-
tribution and the implications of these for the
country’s socio-economic development. This is
followed by a review of South Africa’s drive to-
wards a low-carbon economy including a review
of related policies and regulatory frameworks.
Section four provides an overview of the coop-
erative movement citing examples of how they
have contributed to clean energy transition. This
section notes barriers to the participation of

South Africa’s cooperatives in the renewable en-
ergy sector. The paper concludes with sugges-
tions on how to address identified challenges.

This paper is a desktop study and has two
main objectives. Firstly, the paper aims is to
present insights into South Africa’s transition
to a low-carbon economy. In doing this, the pa-
per situates South Africa’s energy transition
within the global context where international
agreements are compelling states to reduce their
greenhouse gas (GHG) emission and take steps
towards upscaling the renewable sector. The sec-
ond objective of the paper is to establish the
potential contributions of the country’s cooper-
ative sector to the transition to a low-carbon
economy. This is against the backdrop of cur-
rent challenges of the country’s transition to a
low-carbon economy and the contributions of
cooperatives to clean energy transitions in oth-
er economies.

METHODOLOGY

This study is based on the review and anal-
ysis of secondary sources of information. In
implementing the study, various sources of in-
formation including reports of government de-
partments and energy related organisations were
examined to understand the past and current
policies and programmes in relation to clean en-
ergy transitions. In addition, the study reviewed
journal papers on topics related to clean energy
transitions and cooperatives. Through the re-
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view, the paper presented perspectives on clean
energy transition as a whole and the roles of
cooperatives in clean energy transitions in par-
ticular. Information gleaned from these reviews
were critical to the conclusions and recommen-
dations presented in this paper.

GLOBAL  TRENDS  TOWARDS  A
RENEWABLE  FUTURE

The advent of the industrial revolution was
a testament to human ingenuity in devising
means to address mundane challenges. Among
other things, the industrial revolution contrib-
uted to the rapid economic growth and techno-
logical advancement. These, coupled with ad-
vancement in healthcare, resulted in improved
quality of life and life expectancy within a rela-
tively short period. At the heart of the industrial
revolution is the mechanization of production
(Bose 2010; Ogunlade et al. 2006; Rifkin 2012;
Steffen 2011). Machines powered by FBF re-
placed human beings in many tedious activities
like agriculture, transportation, mining and man-
ufacturing. As the pace of industrialization
quickened, human dependence on FBF has con-
sistently increased over the years (Höök and
Tang 2013; Peters et al. 2012). Global estimates
in 2013 showed that FBF constituted 78.3 per-
cent of global energy (Sawin et al. 2015).

While FBF has been critical to the rapid pace
of industrial development in the past century,
there are ongoing concerns about its negative
impacts on human health and the health of plan-
et earth. Over the years, scientists have argued
that crude consumption of FBF results in GHG
emission (Höök and Tang 2013; Intergovernmen-
tal Panel on Climate Change 2011). The amount
of GHG emission has doubled since 1973. Coal
is the biggest contributor to GHG (43.9%) with
an 8.9 percent increase over a 44-year period.
The second biggest contributor to GHG, oil, de-
creased from 50.6 percent in 1971 to 35.3 percent
in 2012 (International Energy Agency 2014:  44).

It is internationally recognized that the in-
creasing concentration of GHG in the atmo-
sphere poses a significant danger to the health
of the planet and by implication, human health.
Bose (2010: 9) observes that “burning of fossil
fuels (coal, oil, and natural gas) generates pol-
lutant gases, such as SO2, CO, NOX, HC, and
CO2, that cause environmental pollution prob-
lems”. One immediate impact of increased accu-

mulation of GHG in the atmosphere is global
warming (Pegels 2010; Republic of South Africa
2011). The positive correlation between in-
creased GHG emission and global warming has
provided the basis for modeling the impact of
GHG on the planet over an extended period (Dai
2013). For instance, it has been estimated that
“atmospheric temperature will rise typically be-
tween 1.1 and 6.4oC in the next 100 years due to
GHGs if no remedial actions are taken” (Bose
2010: 11). Rising atmospheric temperature can
significantly alter climatic patterns with poten-
tial cataclysmic outcomes.

In recent years, extreme weather conditions
such as floods, drought, submergence of low-
lying areas, cyclones, diseases and surging heat
waves have been attributed to global warming
(Dai 2011; Pegels 2010; Rong 2010). The forego-
ing implies that FBF, which was at the heart of
rapid industrialization in the past century, can
reverse the progress made thus far. To assuage
the negative impacts of FBF energy on the envi-
ronment, alternative non-fossil energy sources
such as nuclear energy have been presented as
possible solutions to reduce GHG emission.
However, its adoption is confronted by a num-
ber of challenges including difficulties associat-
ed with the handling of radioactive materials,
safe storage of nuclear wastes, human and envi-
ronmental costs associated with nuclear acci-
dents and the fact that materials required for
nuclear energy are finite. These arguments
against nuclear sources have resulted in coun-
tries such as Germany pledging to decommis-
sion its nuclear plants (Fürsch et al. 2011).

The realization of the negative impacts of
FBF on climate as well as the need to stem the
tide of its impact have resulted in calls for a par-
adigm shift in patterns of human energy pro-
duction and consumption. Besides improving
the health of the planet, arguments for the tran-
sition to a low-carbon economy has been an-
chored on the view that a low-carbon economy
is labor intensive and is, therefore, critical to
reducing global unemployment (Edkins et al.
2010; Rifkin 2012). Globally, an estimated 7.7 mil-
lion people are employed in the renewable ener-
gy sector and this is poised to grow as the up-
take of renewable energy increases (Sawin et al.
2015:  31).

The depletion of fossil fuel is another con-
tributory factor to the acceptance of clean ener-
gy alternatives (Bose 2010; Höök and Tang
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2013). Furthermore, cost-effectiveness in pro-
viding off-grid renewable energy to remote lo-
cations also influences the adoption of clean
energy alternatives. In low-income countries,
particularly rural areas characterized by sparse-
ly distributed population, it is technically and
economically non-viable to provide grid-based
electricity that is often generated from FBF. In
addition, the remoteness of some communities
makes operational maintenance of grid lines cum-
bersome and expensive (Lemaire 2011). For such
populations, off-grid decentralized renewable
alternative sources of energy is an ideal option
(Barnes 2011).

The shift towards low-carbon energy alter-
natives is about ensuring sustainable develop-
ment. Through the adoption of clean energy,
development needs are simultaneously ad-
dressed while ensuring that minimal harm to the
environment is caused. In addition, clean ener-
gy sources ensure that the ability of future gen-
erations to meet their needs is not undermined
(Lemaire 2011: 277). In this way, the transition to
sustainable energy sources encompasses the
three pillars of sustainability, that is, the social,
economic and environmental pillars.

Transition to a low-carbon economy entails
the use of non-carbon-based energy sources
such as photovoltaic systems, solar, wind, bio-
fuel, hydro and geothermal energy. Clean ener-
gy provides energy, which is devoid of air pollu-
tion and GHG emission. Over the years, the pro-
duction and consumption of clean energy have
been on the increase. Although projection by
the International Energy Agency (2015b) shows
that renewable energy’s net addition in acceler-
ated cases will decrease from the peak of about
130GW in 2014 to below 129GW from 2015 to
2020, projection into 2020 shows a level higher
than that of 2010.

Barriers to Transitioning to a Low-Carbon
Economy

Despite the ongoing interests about the ad-
vantages of clean energy alternatives, its adop-
tion is constrained by a number of factors. In
low-income countries where the use of non-grid
energy sources is considered important to meet-
ing universal access to electricity, such energy
sources are undermined by factors such as high
initial financial investment, high costs of back-
up batteries, and limited energy output (Lemaire

2011). To address the problem of high initial cost
of off-grid energy sources such as photovoltaic
panels, Lemaire (2011) argues that governments
must provide some form of institutional support
in collaboration with international organizations
that play strategic roles in rural electrification in
developing countries. Often, this form of strate-
gic partnership that is a prerequisite for the pro-
vision of cost-effective renewable energy, is lack-
ing, resulting in duplication of activities and the
inability to harness the benefits of collective
action (Bhattacharyya 2013).

Unfavorable state policies are a disincentive
to public participation in clean energy transition
(Mendonça et al. 2009). Bhattacharyya (2013:
462) observes that “…unfavorable policy envi-
ronment militates against large-scale mobiliza-
tion of financial resources in the poorest coun-
tries of the world where energy access is a chron-
ic problem”. When government designed clean
energy policies do not encourage local partici-
pation, they could be construed as impositions
from above and therefore rejected. In addition,
cumbersome government policies that make the
production and distribution of electricity diffi-
cult undermine investment in renewable energy
business. When this happens, the transition to
a low-carbon economy is significantly hampered
since governments are limited in the amount of
funds they can invest in the sector.

Besides the foregoing, perceptions about the
implications of low-carbon energy sources for
economic development have also been identi-
fied as another barrier to clean energy transi-
tion. In the United States, for instance, different
coalition groups have formed around the adop-
tion of clean energy sources. While proponents
of renewable energy argue for its benefits such
as decreased environmental degradation and job
creation, opponents contend that it is a clog in
the wheel of development (Elliott 2013). Oppo-
nents of low-carbon economy argue that the
adoption of renewable energy alternatives re-
duces the amount of energy required for devel-
opment. This, they contend, drives up produc-
tion costs, resulting in reduced demand for
goods, slow economic growth and produce as-
sociated challenges such as increased unem-
ployment and poverty. Effectively, a low carbon
economy and economic growth are considered
to be mutually exclusive.

Government subsidy to renewable energy
initiatives has also been described as a barrier
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to free market capitalism in countries such as
the US and Germany (Elliott 2013; Jacobsson
and Lauber 2006). At the heart of the debate is
the notion that government regulations around
renewable energy are detrimental to economic
interest as it makes the energy sector uncom-
petitive. In the US, opposition to clean energy
sources led by those with conservative political
leanings, and a coalition of businesses is play-
ing a leading role in rolling back policies that
promote clean energy (Mufson and Hamburger
2015).

Sovacool (2009) conducted a study, which
examined cultural barriers to renewable energy
and energy efficiency in the United States. The
study found that the disconnect with electricity
production contributes to a negative perception
and misinformation about it. This disconnect is
related to “deeply held values related to con-
sumption, abundance, trust, control and free-
dom shape American attitudes toward energy”
(Sovacool 2009: 365). Perceptions about abun-
dance and how electricity is produced hinder
people’s appreciation of and the need for re-
newable energy. Opposition to clean energy in
this view has nothing to do with its economic
prospects or efficiency. Against this backdrop,
Sovacool (2009) observes that there is an ur-
gent need for policymakers to address the cul-
tural attitudes towards renewable energy and
how these impact its adoption.

SOUTH AFRICA’S  ENERGY  SECTOR
AND  THE  DRIVE  TOWARDS  A

LOW-CARBON  FUTURE

Historically, access to energy in South Afri-
ca has been shaped by the apartheid system.
During the apartheid era, much of rural South
Africa was devoid of electricity (Bernard 2010).
This was in line with the apartheid regime’s de-
liberate policy of under developing rural areas
populated by black South Africans. At the end
of the apartheid era, about two-thirds of the pop-
ulation were without access to electricity. This
reality has been radically transformed in the post-
apartheid era with the ANC-led government’s
focus on universal access to electricity (Winkler
2007). Within the framework of this policy, there
have been increasing demands for energy as
more households are connected to the electrici-
ty grid. This, coupled with population and eco-
nomic growth and urbanization, has strained the

country’s energy (Phaahla 2015). The govern-
ment was apprised of the country’s looming elec-
tricity crises in the early 1990s. This was reiter-
ated in the White Paper on the Energy Policy of
1998, which called for massive investment in the
energy sector (Department of Minerals and Energy
1998).

Despite the government’s awareness of the
country’s electricity constraints, there was little
investment and maintenance of existing infra-
structure (Centre for Development and Enter-
prise 2008; Public Protector 2009). In addition,
Eskom has been embroiled in political interfer-
ence (Centre for Development and Enterprise
2008). The recent scandal related to how the rul-
ing party influenced and benefitted from an Es-
kom’s deal with Hitachi further underscores the
extent of political interference. Lack of invest-
ment in electricity generation and poor opera-
tional maintenance resulted in decreased elec-
tricity generation from 252,938GwH in 2007 to
252,578GwH in 2014 (Phaahla 2015). The grow-
ing mismatch between demand and production
forced Eskom to introduce scheduled load shed-
ding in 2008 (Odhiambo 2009; Phaahla 2015; Se-
bitosi 2008). Load shedding disrupts economic
activities, which results in losses of revenue and
jobs (Centre for Development and Enterprise
2008).

To meet increased energy demands, South
Africa committed to building new energy facili-
ties that would generate electricity through the
combustion of coal at Medupi and Kusile. The
combined production capacity of both plants is
10GW of electricity (Edkins et al. 2010). South
Africa is endowed with an abundant supply of
coal and is therefore heavily dependent on it for
its energy needs. About ninety percent of elec-
tricity produced in South Africa is derived from
coal (Department of Minerals and Energy 2003;
Pegels 2010) resulting in South Africa being
ranked the 12th largest emitter of CO2 (Florini and
Mansell 2015: 1). Its GHG emission is on a growth
trajectory and is expected to peak by 2025 (Na-
tional Planning Commission 2011).

Like every other country in the world, South
Africa is aware of the implications of climate
change for its socioeconomic development. This
is even more so because it is highly vulnerable
to climate change (Republic of South Africa 2011).
Future predictions have shown “that by mid-
century the South African coast will warm by
around 1 to 2°C and the interior by around 2 to
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3°C” (Republic of South Africa 2011:  9). The
country will have to deal with the negative con-
sequences of changes in temperature if the cur-
rent global trend in GHG emission continues.
The condition will worsen by 2100 when “warm-
ing is projected to reach around 3 to 4°C along
the coast, and 6 to 7°C in the interior” (Republic
of South Africa 2011: 9). In recognition of this
reality as well as the need to reduce South Afri-
ca’s GHG emission, the country has developed
policies and strategies aimed at climate change
adaptation and mitigation.

Over the years, the South Africa government
has taken proactive steps in developing the pol-
icy and regulatory framework in relation to clean
energy transition. These initiatives include the
2000 Initial National Communication under the
UNFCCC, the 2006 Framework for Considering
Market-based Instruments to Support Environ-
mental Fiscal Reform, the 2010 Carbon Tax Dis-
cussion Paper, the International commitment to
a GHG target in Copenhagen, the 2011 National
Climate Change Response White Paper, Renew-
able Energy Independent Power Producer Pro-
curement Programme and the National Develop-
ment Plan which emphasises the importance of
clean energy to South Africa’s sustainable de-
velopment aspirations. Chapter 5 of the Nation-
al Development Plan is dedicated to addressing
issues related to environmental sustainability
and South Africa’s transition to a low carbon
economy. The National Development Plan states
that “a low-carbon future is the only realistic
option, as the world needs to cut emissions per
unit of output by a factor of about eight in the
next 40 years” (National Planning Commission
2011:  91).

In recent years, the country has implement-
ed a number of strategies aimed at increasing its
renewable energy profiles. One of these is a pro-
gram to accelerate off from grid electrification
which was implemented in 1999 and which re-
sulted in the rapid expansion of solar energy
solutions for homes (Lemaire 2011). The Bio-
fuels Industrial Strategy is another important
step taken by the government in its drive to-
wards a low-carbon future. The draft strategy
was approved by cabinet in 2006 after a series of
stakeholder consultations and extensive theo-
retical and empirical studies to assess its socio-
economic impacts and prospects. The strategy
takes cognizance of the potential contribution
of biofuels to South Africa’s carbon emission

reduction, employment creation and economic
development (Department of Minerals and
Energy 2007).

Another strategy is the solar heating rebate
program that came into effect in 2008. The pro-
gram seeks to reduce electricity demands in res-
idential areas through a rebate system that rang-
es from R3,280 up to R8,964 (Eskom n.d.:2). Since
coming into effect in 2008, “Eskom has subsi-
dized the purchase of registered solar water heat-
ers, and to date 156,000 claims have been re-
ceived for systems installed as at end Septem-
ber 2011” (Eskom n.d.). Through the solar heat-
ing program, the country has saved 60Gw of
electricity per annum. Government support of
the program has also resulted in the creation of
employment opportunities as evident in the rap-
id increase in the number of accredited suppli-
ers of solar heating appliances (Eskom n.d.: 2).

The Integrated Resource Plan (IRP) is an-
other means by which the South African gov-
ernment seeks to transition to a low-carbon econ-
omy. The IRP is a highly participatory process
that sought to include citizens’ voices in the
development of the energy sector (Department
of Energy, 2011). The plan is revised continu-
ously to make it relevant to changing energy
demands and uses. Under the IRP program, 3,725
MW has been allocated to Renewable Energy
for the period 2010-2030 (Department of Energy
2015).

In 2009, the National Energy Regulator of
South Africa approved renewable energy feed-
in tariff (REFIT) scheme aimed at encouraging
the participation of private producers in South
Africa’s energy sector. The scheme covers re-
newable energy derived from “wind, small hy-
dro, landfill gas methane and concentrated solar
panel (CSP), plant parabolic trough with storage
(6hrs per day)” (International Energy Agency
2015a). Under the scheme, Eskom is obligated
“to purchase the output from qualifying renew-
able energy generators at pre-determined prices
based on the levelised cost of electricity” (Inter-
national Energy Agency 2015a).

REFIT was replaced by the Renewable Ener-
gy Independent Power Producer Program (REIP-
PP) considered to be more competitive. Under
this scheme, preferred bidders are provided with
a guaranteed contract for a period of 20 years to
generate and feed electricity into the national
grid. Since its inception in 2011, “five rounds of
reverse auctions were held for construction and
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supply of 3,625MW of large-scale (>5MW) re-
newable energy capacity” (International Ener-
gy Agency 2015a) and a total of USD 14 billion
has been invested in 64 projects awarded to pri-
vate business (International Energy Agency
2015b). The foregoing provides an overview of
South Africa’s renewable energy industry
against which the potential contributions of co-
operatives is assessed.

UNDERSTANDING   THE  COOPERATIVE
MOVEMENT

The idea of cooperatives stretches back to
ancient times. However, it has been argued that
modern cooperatives emerged during the indus-
trial revolution in England (Mazzarol 2009; Sat-
gar 2007). The emergence of modern coopera-
tives at this historical juncture has been con-
strued as a reaction to the harsh socioeconomic
conditions triggered by the industrial revolu-
tion (De Peuter and Dyer-Witheford 2010; Dia-
mantopoulos 2012; Hannan 2014; Okem 2016a).
During the industrial revolution, skilled artisans,
as well as unskilled labourers, lost their jobs as
production became mechanised. In addition, the
concentration of capital in the hands of a few
industrialists resulted in the pauperization of
many smallholder farmers and artisans who were
unable to compete in the industrial age (Tchami
2007). The formation of cooperatives during this
period enabled peasants to mitigate the harsh
socioeconomic and political dynamics of indus-
trialization. By merging their resources, members
of cooperatives leveraged scale economics.

Recognizing the socioeconomic and politi-
cal context in which cooperatives emerged, the
International Cooperative Alliance (1995) defines
a cooperative as “an autonomous association
of persons united voluntarily to meet their com-
mon economic, social, and cultural needs and
aspirations through a jointly owned and demo-
cratically-controlled enterprise organized and
operated on cooperative principles”. The defi-
nition emphasizes the social and cultural values
of the cooperative movement. The cooperative
movement is guided by seven key universal prin-
ciples: voluntary and open membership, demo-
cratic member control, member economic partic-
ipation, autonomy and independence, educa-
tion, training and information, cooperation
among cooperatives, and concern for the com-
munity. Cooperatives today form a global move-

ment with “over 1 billion memberships and cli-
ents” and “12.6 million employees work in in
770,000 cooperative offices and outlets” (Merrien
2014: 1).

COOPERATIVES  AND THE
TRANSITION   TO   LOW-CARBON

ECONOMY

As interest in renewable energy has risen, a
growing number of cooperatives have become
engaged in this sector. Studies have examined
renewable energy cooperatives (RECs) in the
UK (Mathie 2012; Seyfang et al.  2013; Willis
and Willis 2012), Canada (Gipe 2007; Viardot 2013),
Denmark (Mendonça et al. 2009), Germany (Viar-
dot 2013) and the US (Viardot 2013). Coopera-
tives in these countries are bottom-up organiza-
tions established to meet members’ collective
interest. RECs operate on various scales and are
usually classified into three categories based
on level of maturity: “start up, community scale
developer, and mature cooperative” (Viardot
2013: 759). These cooperatives engage in differ-
ent forms of renewable energy activities and may
operate at a local or regional level.

A review of RECs by Tarhan (2015) shows that
they provide benefits to local communities unlike
large-scale government energy producing compa-
nies. Positive outcomes of RECs include income
for members, economic opportunities in the ener-
gy value chain at the local level, and stronger com-
munity ties through community participation in
RECs. The review identified community dynamics
and lack of finance as barriers to RECs.

In the UK, cooperatives provide renewable
energy to some 55,000 households (represent-
ing nearly one in every 500 households) (Math-
ie 2012). The rising number of energy coopera-
tives in the UK is seen as a sign of collective
action and a testament to communities coming
together to address common needs. Collective-
ly, cooperatives are revolutionizing the energy
sector in the UK (Willis and Willis 2012). The
Cooperative Group has played and continues to
play a critical role in the establishment of RECs
through its Cooperative Enterprise Hub. The
growth of RECs in the UK has been attributed to
the introduction of the feed-in tariffs, which
made it possible for small independent produc-
ers to generate and feed electricity into the na-
tional grid. Cooperatives in the UK have imple-
mented renewable energy projects including
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Valley Wind, Cwm Arian Renewable Energy,
OVESCo, River Bain Hydro and Green Energy
Nayland (Willis and Willis 2012).

Renewable energy cooperatives in the UK
are bottom-up community organisations typi-
cally characterized by a core group of individu-
als passionate about implementing clean ener-
gy projects through collective action. This group
undertakes a feasibility study of the project, seeks
advice from existing energy cooperatives as well
as non-cooperative institutions, and actively
sources funds from government, other coopera-
tives, and non-cooperative institutions. As a
member-owned organization, shares of such
projects are sold locally with a clear explanation
of the business plans and profit prospects (Wil-
lis and Willis 2012).

In Europe, Denmark is a leading country in
terms of RECs (Bauwens 2013). According to
Mendonça et al. (2009: 384), cooperatives own
about twenty percent of installed renewable en-
ergy capacity in Denmark. These cooperatives
have different scales of operation and are char-
acterized by democratic member control.
Through local participation, people are empow-
ered and made to see that they can bring about
changes in mitigating and adapting to climate
change. In addition, local ownership of clean
energy projects encourages local support and
facilitates a sense of community and network
formation (Willis and Willis 2012).

In the US, cooperatives are active in the re-
newable energy industry. The Community Pow-
er Network (n.d.) provides an extensive list of
RECs in the US. The list includes different forms
of RECs such as worker cooperatives, consum-
er cooperatives, producer cooperatives, hybrid
cooperatives and purchasing or shared servic-
es cooperatives. In the US, there are over 900
electricity cooperatives, ninety percent of which
produce their electricity from renewable sourc-
es and serve approximately 40 million Americans
(National Rural Electric Cooperative Association
2015).

An Overview of the South African Cooperative
Sector

The history of cooperatives in South Africa
is closely tied to the country’s political history.
There are two historical periods in relation to

cooperatives in South Africa. The first epoch (in
the apartheid era) was characterized by a lack of
clear definition of the cooperative movement, a
lack of compliance with the principles and val-
ues of the cooperative movement, state control,
and the predominance of white-owned coopera-
tives. The transition to democracy in 1994 ush-
ered in the second epoch characterized by the
prospect of creating a just and equitable society
aimed at redressing the socioeconomic injustic-
es of the apartheid era. The democratic regime,
led by the African National Congress (ANC),
identified cooperatives as a mechanism for bridg-
ing the country’s unjust past (Department of
Trade and Industry 2004b). Cooperatives were
also viewed as a means of fostering local eco-
nomic development (Kanyane 2009). To this end,
national, provincial, and local governments are
committed to promoting cooperatives as a means
of developing the economy of rural areas and
inserting the poor into the formal economy.

The 2004 cooperative policy, the Coopera-
tive Act (Act 14 of 2005), and the Cooperative
Amendment Act (Act 6 of 2013) all recognized
the need for the South African cooperative sec-
tor to operate according to the internationally
recognized principles and values of the cooper-
ative movement. Government’s approach to co-
operatives is characterized by various support
structures as well as financial and non-financial
incentives for the establishment of cooperatives.
Government’s stance in promoting cooperatives
as a tool for socioeconomic development has
resulted in an increased number of newly regis-
tered cooperatives. In its 2013-2014 report, the
Companies and Intellectual Property Commis-
sion (2015: 105) noted an increase in registered
cooperatives “from 15,340 in 2011-2012 to 21,330
in 2013-2014”. This growth has however not
translated into the strengthening of the coun-
try’s cooperative sector as evidenced in the
eighty-eight percent mortality of newly regis-
tered cooperatives (Department of Trade and
Industry 2010). In fact, some cooperatives exist
merely on paper but provide no specific goods
or services.

The South African government approach to
cooperatives has created a cooperative sector
characterized by poor performance (Mabuyakhu-
lu 2010; Mkhize 2013). Most newly established
cooperatives are confronted by multiple chal-
lenges including a lack of knowledge about the
purpose and functions of cooperatives (Dlamini
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2010), a lack of information about support and
business opportunities (Gadzikwa et al. 2007), a
lack of marketing skills (Department of Trade
and Industry 2009), a lack of financial resources
(Department of Agriculture Forestry and Fisher-
ies 2011; Dlamini 2010), and donor dependency
(Parliamentary Monitoring Group 2010). Added
to the foregoing is the prevalence of agricultural
cooperatives. About thirty percent of the coun-
try’s cooperatives operate in the food and agri-
cultural sector with only two percent engaged
in secondary agricultural activities (Department
of Agriculture Forestry and Fisheries 2013).

DISCUSSION

Situating the Cooperative Movement in South
Africa’s Transition to a Low-Carbon Economy

The review of the international literature on
RECs demonstrated a growing trend in the con-
tributions of RECs to clean energy transition in
industrialized countries. These countries, how-
ever, are characterized by strong and vibrant
bottom-up cooperative organizations. As a form
of collective action, cooperatives in these coun-
tries are established mainly through members’
aspirations to address collective needs. As such,
members’ commitments to the success of these
cooperatives are expectedly high. Unlike these
cooperatives, the South African case is charac-
terized by weak cooperatives struggling to gain
relevance (Okem and Tshishonga 2016).

Although cooperatives in South Africa are
underpinned by principles and values that pro-
mote engagement in businesses such as renew-
able energy, there are a number of barriers to
their engagement in the production and distri-
bution of renewable energy. Firstly, South Afri-
ca is characterized by weak cooperatives with a
third of these operating in primary agriculture
(Okem 2016b). These do not have the capacity
to operate in South Africa’s complex renewable
energy industry. A comprehensive search of the
activities of cooperatives in South Africa re-
vealed that they are not involved in renewable
energy production and distribution. This is not
unexpected given the characteristics of cooper-
atives earlier presented.

Engaging in renewable energy business en-
tails a sound understanding of business princi-
ples and how the renewable energy sector works.
As shown previously, cooperatives in South

Africa rely largely on government support to
function. In addition, they lack the technical
know-how required for the renewable energy
industry. This is another reason that accounts
for the present scenario in which cooperatives
are not engaging in renewable energy genera-
tion and distribution.

Related to the foregoing is the lack of finance
on the part of cooperatives (Okem 2016b). Most
cooperatives in South Africa rely on govern-
ment funds in order to function (Okbandrias and
Okem 2016). This, coupled with the fact that re-
newable energy business in South Africa is cap-
ital intensive, places the industry beyond the
reach of small businesses such as cooperatives
(Pegels 2010). Added to this is that most of these
cooperatives lack the reqquisite collateral for se-
curing loans to engage in the renewable energy
business. Effectively, therefore, cooperatives
cannot participate in the country’s renewable
energy business. Although the government has
considered promoting small-scale independent
renewable energy producers, the scope of this
is still beyond the reach of most cooperatives.

The promotion of cooperatives as a govern-
ment poverty alleviation tool is another barrier
to the involvement of cooperatives in the re-
newable energy sector. Conceived as a poverty
alleviation tool, cooperatives are only relevant
to the poor and the vulnerable (Okem 2016b).
Consequently, members of cooperatives are of-
ten poor people that lack the requisite skills, fi-
nance and business experiences required for an
industry such as the renewable energy sector.

Although the renewable energy business is
on the increase in South Africa, most of these
are driven by private companies. Funds for these
renewable energy projects are sourced both lo-
cally and internationally from commercial banks
and other investors. Effectively, the renewable
energy sector in South Africa is dominated by
large private sector initiatives with limited par-
ticipation from small independent producers.

CONCLUSION

Energy is critical for a country’s socioeco-
nomic development. A steady source of power
can spur the growth of small businesses enter-
prise thus enhancing economic growth, employ-
ment creation and poverty reduction. This pa-
per has presented how challenges associated
with FBF informed the transition to a low-car-
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bon economy. In response to its commitments
to the UNFCC as well as the need to increase
energy efficiency and create new jobs, South
Africa has committed to transitioning to a low
carbon economy. This paper has shown that al-
though cooperatives have, and continue to play
a role in the renewable energy sector of coun-
tries such as the UK, the US, Germany and Den-
mark, this is not the case in South Africa. Among
other things, cooperatives in South Africa are
constrained by challenges such as lack of fi-
nance, technical skills and poor understanding
of the cooperative movement. In addition to
these, the conceptualization of cooperatives in
South Africa as a tool for poverty alleviation
limits the scope of individuals that engage in
cooperative activities and by implication, the sec-
tor in which they operate. For cooperatives to
participate in the renewable energy sector there
is need to address the challenges identified in-
cluding a paradigm shift in the way cooperatives
are conceptualized. If this does not happen, the
failure that presently characterizes cooperatives
will also be experienced by those that go into the
renewable energy business. In addition, the gov-
ernment must take proactive steps to make the
renewable energy sector accessible to small busi-
nesses by eliminating existing barriers.
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