
Reducing Greenhouse Gas Emissions  

Carbon Tax Policy Paper   

Ismail Momoniat & Cecil Morden  –  August 2013 



Environmental Challenges  

• South Africa faces a number of environmental challenges that is likely to 

be aggravated as the economy grows if natural resources are not 

properly managed and protected.  These include: 

– emissions of local air pollutants that manifest in poor air quality with 

adverse impacts on society;  

– excessive emissions of greenhouse gases that contribute to global 

warming (Climate Change);  

– inappropriate land-use that results in land degradation; 

– biodiversity loss and damage to terrestrial ecosystems;  

– deteriorating water quality with severe impacts for South Africa as a 

water stressed nation; and  

– increasing levels of solid waste generation comparable to many 

developed countries. 
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National Climate Change Response White 

Paper (1) 

• South Africa’s response to climate change has two objectives: 

 

– Effectively manage inevitable climate change impacts through interventions 

that build and sustain South Africa’s social, economic and environmental 

resilience and emergency response capacity. 

– Make a fair contribution to the global effort to stabilise greenhouse gas 

(GHG) concentrations in the atmosphere at the level that avoids dangerous 

anthropogenic interference with the climate system within a timeframe that 

enables economic, social and environmental development to proceed in a 

sustainable manner. 

• One of the elements in the overall approach to mitigation is: The deployment of a 

range of economic instruments to support the system of desired emissions 

reduction outcomes, including the appropriate pricing of carbon and economic 

incentives, as well as the possible use of emissions offset or emission reduction 

trading mechanisms … 
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National Climate Change Response White 

Paper (2) 

• South Africa is a relatively significant contributor (about 1.5%) to global 

climate change with significant GHG emission levels from its energy-

intensive, fossil-fuel powered economy .  

• The Polluter Pays Principle  

      Those responsible for harming the environment paying the costs of remedying 

pollution and environmental degradation and supporting any consequent 

adaptive response that may be required. 

• Strategic Priorities  

– Facilitated behaviour change  

    Prioritise the use of incentives and disincentives, including regulatory, 

economic and fiscal measures, to promote behaviour change towards a 

lower-carbon society and economy 
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National Climate Change Response White 
Paper (3) 

• Managing response measures  

     ….,South Africa may be economically vulnerable to measures taken both 

internationally and nationally, to reduce GHG emissions.  

     … trade  barriers, a shift in consumer preferences and a shift in investor  

priorities. 

 

• South Africa (SA) committed to curb GHG emissions by 34% by 2020 and 

42% by 2025 below the BAU trajectory (subject to provision of adequate 

financial, technological and capacity-building support) 

 

• SA’s has aspired to its emissions peaking between 2020 and 2025, 
remaining stable between 2025 and 2035 for a decade and declining in 
absolute terms from around 2035 (PPD) 

 

  

 
 

 

 



Process with Carbon Tax Proposal 

• 2012 and 2013 Budget noted the current carbon tax proposal, and 

indicated a discussion paper will be released to elaborate the proposal 

• 2006 and 2010 Discussion documents released by National Treasury 

– 2006 Environmental Fiscal Reform Policy Paper 

– 2010 “Reducing Greenhouse Gas Emissions: The Carbon Tax 

Option” 

• This May 2013 paper updates the 2010 paper, and is now a Carbon Tax 

Policy Paper 

• It is the second and final policy paper on carbon tax requesting public 

comment, before NT releases draft legislation to implement the carbon 

tax from 1 January 2015 

• Public comments to be submitted by 2 August 2013 

6 



Carbon tax policy paper 

1. Introduction 

2. Policy coherence 

3. The economics of carbon pricing 

4. A carbon tax vs. an emissions trading system 

5. International carbon price developments 

6. Modelling the economic impacts of a carbon tax 

7. Carbon tax design features 

8. Revenue recycling and transitional support measures 

 

Annexure A: Results from modelling the impacts of a carbon tax 

Annexure B: Carbon price developments in other countries 

Annexure C: Energy efficiency tax incentive  

Annexure D: Benchmarking 

Annexure F: Carbon Offsets 
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Relevant concepts 

• The tragedy of the commons  

• Externalities 

• The privatisation of social 

benefits 

• The socialisation of private costs 

• Market failure  

• Free rider 

• Procrastination 

• Precautionary 

• Common but differentiated 

• Polluter Pays 

 

• Water pollution 

• Acid Mine Drainage 

• Thor Chemicals 

• Asbestos 

• Air pollution 

– Nox 

– Sox 

– Lead 

• Solid waste 

• Nuclear waste 

• Climate Change 
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Sustainable growth  

• High levels of economic growth must be sustained to facilitate 
significant reductions in the levels of unemployment, poverty and 
income inequality. 

 

• However, it’s not just the quantity of growth that matters but also 
quality, and incorporating sustainable development considerations in 
policy development and decision making must actively be pursued. 

 

• “the choices – the trade offs – we are told we must make between 
financial success and environmental success, between doing well 
and doing good, are just plain false (Confessions of a Radical Industrialist, 
Ray Anderson (with Robin White, 2009) (page xv – xvi)”. 
 

 

 



Real GDP (2005 prices) per capita 
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The Poverty Impacts of Climate Change, Economic 

Premise, The World Bank, March 2011. Number 51 

• Over the last century, the world has seen a sustained decline in the 

proportion of people living in poverty. However, there is a growing 

concern that climate change could slow or possibly even reverse 

progress on poverty reduction.  

 

• This concern is rooted in the fact than most developing countries are  

more dependent on agriculture and other climate-sensitive natural 

resources for income and wellbeing, and that they also lack sufficient 

financial and technical capacities to manage increasing climate risk 

(adaptation). 

 

• ...much of the poverty impact is expected to be concentrated in Africa 

and South Asia, both of which would see more substantial increases in 

poverty relative to a baseline without climate change.  
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Socio-vulnerability to Climate Change 

Source: MapleCroft 

Socio-vulnerability to Climate Change Around the World 

Extreme High Medium Low 

Increasing Vulnerability 



Climate change and environmental degradation are a threat to 

South Africa’s sustainable development and in parallel, their 

economic implications are a cause for significant concern  
 

Source: Human Impact Report – Climate Change: The Anatomy of  a Silent Crisis, Global Humanitarian Forum Geneva, 2009 

"South Africa's vulnerability to the direct and indirect impacts of climate change, 

including the costs of mitigation and adaptation, the potential loss of markets, and the 

consequent impact on sustainable development and poverty alleviation underline the 

need to create a balance between adaptation, mitigation and managing the 

socioeconomic impacts of climate change response measures”     – Environmental 

Affairs Minister Marthinus Van Schalkwyk (2005) 

World Map Reflecting Mortality Related to Climate 

Change 



 

Do we “protect and enhance our environmental 

assets and natural resources”? 
 

South Africa ranks among the world’s biggest GHG emitters, especially with respect to 

emissions per capita  

Source: “Climate Change - South Africa”, Sealthedeal website - http://www.sealthedeal2009.org/climate-change-south-africa 

Growing Greenhouse Gas Emissions 
Country size is proportionate to 

national CO2 emissions in 2004 



Annual CO2e emissions in megatonnes 
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GHG Emissions, mega tons 
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GHG Emissions M-Tons - 2009 
Rank Country M - ton % 

1 China 7 711 25.4% 
2 United States 5 425 17.8% 

3 India 1 602 5.3% 

4 Russia 1 572 5.2% 
5 Japan 1 098 3.6% 

6 Germany 766 2.5% 
7 Canada 541 1.8% 

8 Korea, South 528 1.7% 
9 Iran 527 1.7% 

10 United Kingdom 520 1.7% 

11 Saudi Arabia 470 1.5% 

12 South Africa 450 1.5% 

13 Mexico 444 1.5% 
14 Brazil 420 1.4% 

15 Australia 418 1.4% 
16 Indonesia 413 1.4% 
17 Italy 408 1.3% 

18 France 397 1.3% 
19 Spain 330 1.1% 

20 Taiwan 291 1.0% 
21 Poland 286 0.9% 



SA: GDP per capita & CO2e emissions  
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GHG emissions: Peak, Plateau and Decline Trajectory 



GHG Inventory, 2000 (DEA) 
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  GHG emissions - 2000 Mt CO2e   (A) Mt CO2e    (B) % 

1  Fuel combustion          265 245  57.5% 

     a. Electricity generation        179 436      

     b. Petroleum refining           39 965      

     c.  Chemicals           17 480      

     d. Iron & Steel           15 957      

2 
 Fugitive emissions  (Oil, Coal 
mining) 71 177            71 177  15.4% 

3  Transport             42 232  9.2% 

     a. Road transport           39 511      

4  Agriculture, forestry and land X            41 053  8.9% 

5  Industrial Processes    32 079            32 079  7.0% 

6  Waste X              9 393  2.0% 

   Total (1)                                  (85.8%)        395 605         461 179  100.0% 

   Land  (sequestration)           -20 560    

   Total (2)          440 619    



Scope of Emissions  

(Source: GHG Protocol)  

20 

SCOPE 2  

Indirect  
SCOPE 1  

Direct  SCOPE 3  

Indirect  

Purchased 

Electricity for 

Own Use  

Company 

Owned 

Vehicles  

Fuel 

Combustion  

Production of  

Purchased 

Materials  

Product 

Use  

Outsourced Activities  

Contractor 

Owned Vehicles  

Employee 

Business Travel  

CO2,   PFCs,   HFCs ,   N2O ,  SF6,    CH4 
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Externalities 

• “Externalities refers to situations when the effect of 
production (and) or consumption of goods and services 
imposes costs or benefits on others which are not reflected 
in the prices charged for the goods and services being 
provided”.  

 

• Positive externalities (“spillovers”) : Research & 
Development, Health, e.g. immunization, basic education, 
road safety, street lighting, energy efficiency savings, etc.  

 

• Negative externalities (“spillovers”) : Local air pollution, 
noise, congestion, water pollution, GHG emissions – climate 
change, etc.  



Options for Intervention 

• Command-and-control measures (Regulations): 
 

– Use of legislative or administrative regulations that prescribe certain 

outcomes; 

– Usually target outputs or quantity, e.g. minimum ambient air quality 

standards, within which business must operate.  
 

•  Market-based instruments: 
 

– Policy instruments that attempt to internalise environmental 

externalities through the market by altering relative prices that 

consumers and firms face; 

– Utilise the price mechanism and complement command-and-control 

measures.  Under certain circumstances MBIs are considered more 

efficient than command-and-control measures 
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Long Term Mitigation Scenarios  

(Wedges) – rank emission reductions 

• Escalating CO2 tax (1) 

• Nuclear and renewables 

extended (2) 

• Renewables with learning 

extended (subsidy) (6, 7) 

• Industrial, Commercial, 

Residential energy 

efficiency (5, 22, 21) 

• Passenger modal shift (16) 

• Improved vehicle efficiency 
(14) 

• SWH subsidy (25) 

• Nuclear (12, 8) 

• Cleaner coal (28) 

• Limit use of SUVs (36) 

• Land use: afforestation (27) 

• CCS (2 Mt & 20 Mt) (26, 19) 

• Biofuel subsidy (29, 15) 

• Hybrids (23) 

• Synfuel  CCS (2Mt)  (32) 
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Rationale for a carbon tax / price 

 

• A carbon tax is a means by which government can intervene by way of a market 

based instrument  to appropriately take into account the social costs resulting 

from carbon emissions.   

• A carbon tax seeks to level the playing field between carbon intensive (fossil fuel 

based firms) and low carbon emitting sectors (renewable energy and energy 

efficient technologies). 

• Although this option does not set a fixed quantitative limit to carbon emission 

over the short term, a carbon tax at an appropriate level and phased in over time 

to the “correct level” will provide a strong price signal to both producers and 

consumers to change their behaviour over the medium to long term. 

 

• “The introduction of a carbon price will change the relative prices of goods and 

services, making emission-intensive goods more expensive relative to those that 

are less emissions intensive. This provides a powerful incentive for consumers 

and businesses to adjust their behaviour, resulting in a reduction of emissions”.  
       (Carbon Pollution Reduction Scheme, Australia’s Low Pollution Future, White Paper Volume 1, December 2008, page xxviii) 

 

 

 

24 



The Core Policy Mix – a carbon price, energy 

efficiency and technology policies (IEA 2011) 
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Distributional concerns  

• The poor and low-income groups are often hardest 
hit by negative environmental externalities. 
 

• Important for environmentally-related fiscal policy to 
ensure that environmental instruments are pro-poor 
where possible, or at least do not place a 
disproportionate burden on low-income groups. 
 

• A sustainable growth path should provide protection 
and support to the poor. 
 

• Development that meets the needs of the present 
without compromising the ability of future 
generations to meet their own needs. 
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Competitiveness impacts  

• Potential adverse impacts on international competitiveness 
of trade exposed industrial sectors.   

• Carbon tax seeks to: 

– Level playing field between carbon intensive (fossil based firms) and 
low carbon emitting sectors. 

– Result in a contraction in the long run of carbon intensive sectors and 
contribute to net ghg emissions reductions.   

• First mover competitive advantage gains: 

– Early adoption of low carbon intensive growth path can result in 
competitive advantage in low carbon technologies 

– Incentives created for research, development, innovation etc.   

• Measures to mitigate competitiveness impacts could include: 

– Longer period of phasing in of the tax rate 
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Border tax adjustments (BTAs) 

• BTAs forms part of policy proposals by developed countries targeted at 
countries not participating in global emissions reduction agreements. 
 

• What are BTAs? 
– Taxing imports according to emissions associated with their production at the 

same carbon price as domestically produced goods and services. 

– Imports will be taxed at a rate equal to the “domestic” carbon tax / carbon 
price.  

• BTA’s seek to achieve two objectives: 
– Provide competitiveness offsets for domestic producers. 

– Address possible carbon leakage concerns – reduction of emissions in a 
taxing country results in increases in emissions in other countries.  

• BTA’s  
– Will impact negatively on countries that don’t take appropriate action to price 

carbon. 

– Might also impact negatively on global trade. 

  

 



National Development Plan:  

Climate Change  

• “Emissions of carbon dioxide and other greenhouse gases are changing the 

earth’s climate, potentially imposing a significant global cost that will fall 

disproportionately on the poor (p.35)”. 

• “… it is possible to both reduce greenhouse gas emissions from electricity 

production and still grow the minerals and mineral processing sectors”.  

• “…. South Africa can manage the transition to a low-carbon economy at a pace 

consistent with government’s public pledges, without harming jobs or 

competitiveness (p.51)”. 

• “By 2015 … carbon-pricing mechanisms have been put in place (with appropriate 

exemptions). These are supported by a wider suite of mitigation policy 

instruments that target specific mitigation opportunities (p.214)”. 

• “…. reduce carbon emissions from the electricity industry from 0.9kg per kilowatt-

hour to 0.6kg per kilowatt-hour”. 
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The story of Interface, Inc.    -    1 

• Carpet tiles (modular carpet) 

• Ray Anderson – founder of Interface, Inc. in 1973 

– Mid-Course Correction (Chelsea Green, in 1998) – Mount 

Sustainability, Mission Zero 

– Confessions of a Radical Industrialist (with Robin White, 2009) 

• “…doing no harm to the earth and taking from the earth nothing that 

cannot be renewed naturally and rapidly by the earth”. 

• “..while environmental and financial sustainability have often (and 

mistakenly) been seen as opposite goals, that are, in truth, one and the 

very same”.  

• Paul Hawken - The Ecology of Commerce (HarperCollins, 1993) – read 

by Ray (then age 60) in 1994 
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The story of Interface, Inc.    -    2 

Confessions of a Radical Industrialist  

• “As with Mid-Course Correction, I make no effort to prove anything. This is not an 

academic book. It is a real life story of real people doing real, if extraordinary, 

things( page xv)”.  

• “As you read this book, you will see that the choices – the trade offs – we are told 

we must make between financial success and environmental success, between 

doing well and doing good, are just plain false (page xv – xvi)”. 

• “Wall Street hear “environment” and thought “costs” (page 2)”.   

• “Our head-on collision with the that worrisome future loomed when a short memo 

was dropped on my desk in the summer of 1994. It was a handwritten note 

passed along by Jim Hartzfeld, then an associate out on the West Coast. On it 

was a simple question. “Some customers want to know what Interface is doing 

for the environment. How should we answer?” (page 9)”. 
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Proposed carbon tax design features (1) 

 

• A carbon tax at R120 per ton of CO2e above the suggested thresholds 

with annual increases of 10 per cent until 2019/20 is proposed as from     

1 January 2015.   

• A basic tax-free threshold of 60 per cent is proposed.  

• Additional tax-free allowance for process emission (10%) 

• Additional relief for trade-exposed sectors (max 10%) 

• Carbon offsetting allowed to reduce carbon tax liability (max 5% or 10%) 

• The overall tax-free allowance for an entity will be capped at 90 per cent 

of actual verified emissions.  

• Tax-free thresholds will be reduced during the second phase (2020 to 

2025) and may be replaced with absolute emission thresholds thereafter.  
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Budget 2012: Proposed carbon tax 

design features: (2) 
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Sector 
Basic tax-free 
threshold (%) 

Maximum 
additional 

allowance for 
trade exposure 

(%) 

Additional 
allowance for 

process 
emissions (%) 

Total (%) 
Maximum 
offset (%) 

Electricity 60 – – 60 10 

Petroleum (coal to liquid; gas 
to liquid) 

60 10 – 70 10 

Petroleum – oil refinery 60 10 – 70 10 

Iron and steel 60 10 10 80 5 

Cement 60 10 10 80 5 

Glass and ceramics 60 10 10 80 5 

Chemicals 60 10 10 80 5 

Pulp and paper 60 10 – 70 10 

Sugar 60 10 – 70 10 

Agriculture, forestry and land 
use 

60 – 40 100 0 

Waste 60 – 40 100 0 

Fugitive emissions from coal 
mining 

60 10 10 80 5 

Other 60 10 – 70 10 



Energy sector & carbon pricing 

• Pricing energy appropriately is important to ensure that the external costs 

of climate change and other environmental damages are reflected in the 

price of energy and that the relative prices between carbon intensive and 

low carbon technologies are correctly reflected.  

• The current regulatory framework for determining the prices of liquid fuels 

(petrol, diesel, paraffin and gas) does not allow for a pass-through – 

either in full or in part – of the carbon tax imposed at refinery level. The 

electricity sector is however able to pass on the carbon tax to final 

consumers.  

• Some consideration hence must be given to the pass through 

mechanism of the carbon tax to ensure that appropriate incentives are 

maintained for changes in both production and consumption patterns.  

• The tax will nevertheless influence future investment decisions and 

reduce the price-cost differentials between fossil fuel-based electricity, 

nuclear energy and renewable energy. 
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Energy Efficiency Policies 

• Energy Efficiency Strategy for South Africa, introduced in 2005, set 

aspirational targets for sector energy efficiency improvements as well as 

outlined several energy efficiency policy measures to be introduced. 
 

• A national energy intensity reduction target of 12% by 2015 for all users 

of energy has been set. Additional energy efficiency improvement targets 

of 15% by 2015 for industry; mining; power generation; transport; and 

commercial & public buildings; and 10% for residential sector were set.  
 

• Key policy measures include: 

– Energy Efficiency and Demand Side Management Programme  

– Energy Efficiency Tax Incentive  

– Revised National Building Regulations  

– Adoption of Energy Management System Standards (ISO 50 001) 

– Public Transport Programme  
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Carbon / energy tax – Modelling  references 

• Van Heerden, J., Gerlagh, R., Blignaut, J., Horridge, M., Hess, S., Mabugu, R. & 

Mabugu, M. (2006). Searching for triple dividends in South Africa: Fighting CO2 

pollution and poverty while promoting growth. The Energy Journal 27 (2): 113-

141. 

• Pauw, K. (2007). Economy-wide modeling: An input into the Long Term 

Mitigation Scenarios process, LTMS Input Report 4. Cape Town, Energy 

Research Centre. http://www.erc.uct.ac.za/Research/LTMS/LTMS-intro.htm 

• Devarajan, S., Go, D.S., Robinson, S. & Thierfelder, K. (2009). Tax Policy to 

Reduce Carbon Emissions In South Africa. Policy Research Working Paper 

4933. World Bank  

• Alton, T., Arndt, C., Davies, R., Hartley, F., Makrelov, K., Thurlow, J., & Ubogu, 

M. (2012). The Economic Implications of Introducing Carbon Taxes in South 

Africa. Working Paper No. 2012/46. UNU-WIDER 
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Revenue recycling  

• In general, “full” earmarking of specific tax revenue streams 

are not in line with sound fiscal management practices. 

However, the efficient recycling of revenue is important.  

• Revenue recycling mechanisms for structural adjustment:   

– “soft” earmarking (on budget allocations): Independent 

Power Producers programme to incentivise renewable 

energy uptake, Electricity Demand Side Management 

programme, enhanced free basic energy / electricity 

programme, Carbon Capture and Storage rebate 

– tax  shifting:  reducing or not increasing other taxes 

(potential phasing-down of the electricity levy)   

– a range of environmental tax incentives, including Energy 

efficiency savings tax allowance  



Revenue Recycling (2) - Tax Incentives 

• Tax exemption for revenues earned from CERs (CDM 

projects) 

• Accelerated depreciation allowances for renewable 

electricity generation and biofuels production  

• R&D tax incentives  (including green technologies)  

      - 150 per cent income tax deduction for R&D operation      

 expenses  

      -  accelerated depreciation  (50, 30, 20) 

• Tax incentives for biodiversity conservation  

• Energy efficiency savings tax allowance  

 
 

 



Revenue Recycling (3) 

Other transitional support measures  

• Under the National Climate Change Response White Paper, several 

priority flagship programmes have been identified in the energy, 

transport, water and waste sectors.   

• To complement these initiatives, consideration will be given to support for 

households and business as detailed below:  

• Households   

– enhanced free basic energy / electricity  

– improved public transport 

• Businesses   

– tax relief for CER credits  

– Research and development tax incentive  

– Implementation of the energy efficiency savings tax incentive 

– Carbon Capture and Storage rebate 
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• Financing National Climate Change Response Policy and long term 

funding framework for climate change: 

– Mainstream climate change response into the fiscal and budgetary 

process and so integrate the climate change response programmes 

at national, provincial and local government and at development 

finance institutions and state-owned entities.   

• Near Term Priority Flagship Programmes for: 

– Climate Change Response Public Works  

– Water Conservation and Demand Management  

– Renewable Energy  

– Energy Efficiency and Demand Side Management 

– Transport  

– Waste Management  

– Carbon Capture and Storage 

– Adaptation Research  
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National Climate Change Response White 

Paper: Finance and Flagship Programmes   



DEA: The Green Fund - DBSA 

• Primary objective of the Green Fund is to provide catalytic finance for 

high quality, high impact green economy projects and mainstreaming 

activities which would not have been implemented without fiscal support. 

The Green Fund is additional and complementary to existing fiscal 

allocations supporting the greening of the South African economy. 

• The Green Fund will respond to market weaknesses currently hampering 

South Africa’s transition to a green economy by:  

– Promoting innovative and high impact green programmes and 

projects 

– Reinforcing climate policy objectives through green interventions 

– Building an evidence base for the expansion of the green economy, 

and  

– Attracting additional resources to support South Africa’s green 

economy development. 
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Green Fund - Three funding windows  

 

• Green Cities and Towns  

Local government, through public sector procurement and alignment of spending on 

infrastructure and services, with environment performance indicators, can play a 

significant role in generating the demand for green products and services.  

• Low Carbon Economy  

The decoupling of economic growth from its impact on natural resources will be 

driven by private sector efforts to lower environmental impact and resource 

consumption. ---- interventions targeting industrial efficiency and the carbon intensity 

of the economy including energy efficiency, reducing pollution from industrial 

processes, waste management and reuse of by-products. 

• Environmental and Natural Resource Management  

The protection of biodiversity and securing the sustainable delivery of ecosystem 

services is the primary focus of this Window. These include interventions targeting 

ecosystem based adaptation to climate change that could drive rural development 

models. Managing and reducing the impact of agriculture and land use changes 

through demand management and resource conservation will be supported.  
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Electricity generation levy  

• The levy implemented on 1 July 2009 on the production / generation  of 

electricity from non-renewables including coal, petroleum-based fuels, 

natural gas and nuclear. The objectives were:  

– Complement demand side management efforts 

– As a first step towards developing a carbon tax to achieve long term climate 

change objectives 

• Electricity generated from renewables and qualifying cogeneration are 

excluded from the levy 

• Now also incorporate provision for the funding of energy savings measures 

such as the SWH, previously included in the electricity tariff and funding to 

rehabilitate some of the roads that were damaged due to the large volumes 

of coal trucks in one of the Provinces. 

• To ensure the effective pricing of carbon and facilitate the structural change 

currently taking place in the energy sector, a gradual phasing-down and 

restructuring of the current electricity levy will be considered 
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Energy Efficiency Savings Tax Incentive  

• Aimed at helping to address climate change related challenges through 

improvement in energy use and address energy security concerns 

• The value of the incentive (i.e. a tax deduction) is 45 cents per kwh saved 

• Taxpayers that can prove EES from implementing an energy efficiency measures 

can claim the allowance 

• Only accredited measurement and verification professional can verify the EES 

• The South African National Energy Development Institute (SANEDI), a government 

agency, is responsible for endorsing and issuing EES certificates 

• The taxpayer baseline is adjusted annually with the amount of EES claimed 

• The legislation is already in place and the Regulations to effect the incentive await 

publication 

• The EES incentive will run until January 2020 

• It is complementary mechanism (i.e. carrot) in anticipation of the implementation of 

the proposed carbon tax. Some of the carbon tax revenue will be recycled through 

this EES Tax Incentive 
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Concluding remarks   

• A carbon tax that is implemented gradually and complemented by effective 

and efficient revenue recycling can contribute to significant emissions 

reductions, 

 

• A carbon tax will be introduced as part of a package of interventions to 

ensure that the primary objective of GHG mitigation is achieved,  

 

• Minimise potential adverse impacts on low-income households and industry 

competitiveness 

 
 



Thank you  

 

 

 

Thank you  

 

     Any Questions? 
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Green Growth - Green Economy   

• “A Green Economy is one in which business processes are configured or 

reconfigured to deliver better returns on natural, human and economic capital 

investments, while at the same time reducing greenhouse gas emissions, 

extracting and using fewer natural resources, creating less waste and reducing 

social disparities”. 

• “In promoting this new green, sustainable and inclusive growth focus, we are 

putting together some policy proposals that will impact on the business sector”. 

• “These may include putting a price on carbon and other pollution or on the over-

exploitation of a scarce resource through mechanisms such as taxes, natural 

resource charges or tradable permit systems”.  

• “Let me reiterate that we see in the threat of climate change, an opportunity to 

develop our green, inclusive, sustainable and shared growth”. 

• “This would be growth that provides jobs and which improves infrastructure, 

health, education and all basic services that our communities need to have an 

improved quality of life”. 

             - Source: President Jacob Zuma, The World Climate Business Summit,    

Elangeni Hotel, Durban, 03 December 2011 
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ANC Resolution on Climate Change, 2007  

• Recognise that the evidence for climate change is indisputable and that 

immediate action by all governments and the public as a whole is 

needed.  

• Set a target for the reduction of greenhouse gas emissions as part of our 

responsibility to protect the environment and promote sustainable 

development, and to participate in sharing the burden with the global 

community under a common framework of action.  

• Support the meeting of the target through:  

– a) energy efficiency improvements in industry, in households and by 

setting vehicle fuel efficiency standards;  

– b) diversifying energy sources away from coal, including through 

nuclear energy and renewables - especially solar power;  

– c) putting a price on the emission of carbon dioxide and other 

greenhouse gases;  
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Comments (1a) – 2010 paper 

• “I support the overall policy direction and favour a carbon tax over 

emissions trading”. 

• “I fully share your analysis that inaction would not be environmentally, 

economically or politically sustainable. The world is moving towards a 

common price on carbon. Even if multilateral negotiations had to fail, 

tariffs on imports from countries with no emissions controls will likely 

become a reality. A more stringent and punitive global climate regime 

creates the risk of uncompetitive or even stranded assets in 20 or 40  

years’ time, and, in the shorter term, the country’s exporters could face 

new tariff barriers as a result of the carbon embedded in their exports”. 

• Consider all revenue recycling options 

• A tax has a clear advantage if the policy priority is price stability, 

providing long-term policy signals to investors; transparency of pricing; 

stability of fiscal revenues, and an economy-wide coverage of emissions, 

and, given the existing administrative tax collection efficiency, entails 

lower transaction costs as well”. 
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Comments (1b) – 2010 paper 

• “…. emissions’  trading requires a competitive market with a relative large 

number  of market players. High market concentration like we find in SA 

would distort economic efficiency, and is likely to lead to price 

manipulation”.  

• “The potential for linking markets (and the spectre of border trade 

measures in their absence) means that the option of cap-and-trade 

should not be definitively rejected. Should the international climate 

change negotiations evolve to such an extent that domestic emissions 

trading regimes are linked, South Africa may well wish to consider ways 

in which a tax regime can either be linked to such an international 

regime, or be regarded as a first step in a staggered approach”. 
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Comments (2a) – 2010 paper 

• “The paper on carbon tax is considered too theoretical and does not take 

sufficient cognizance of South African circumstances to balance the need to 

reduce greenhouse gasses while keeping the economy on a job creating growth 

path.  Rather, it is a one one-dimensional focus on generating tax revenue with 

potentially major negative implications for the country.  The paper does not 

consider the broad range of regulatory and market mechanisms available to 

reduce greenhouse gas emissions in the country. While it mentions some of the 

other options available, the Paper focuses on the carbon tax option rather than 

being what is need at this stage, a policy paper, which set out the range of policy 

options that could be used to reduce carbon emissions”.  

• “There is also the question of the extent to which South Africa, as a developing 

country with significant developmental challenges, should take the lead in 

aggressively mitigating emissions, particularly in the absence of a global climate 

change agreement”. 

• “We … strongly urges that Government expedite the implementation of the 

current  tax allowance for energy efficiency savings and further accelerate 

budgetary support for renewable energy”. 
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Comments (2b) – 2010 paper 

• “Business is of the opinion that South Africa does not need to take a global lead 

on this issue; rather the focus should  be on job creation and development”. 

• “In Denmark and the UK for example, an exemption regime exists under which 

companies or industry sectors can make voluntary commitments to reduce 

emissions in exchange for a tax exemption. This is a much more appropriate 

approach for a developing country, like South Africa, which will not have a legally 

binding reduction target”. 

• “More research is required, taking into account international standards and 

benchmarking the effect that the proposed carbon tax will have on doing 

business in South Africa compared to doing business in other developing 

countries” (p.7).   

• “The carbon tax proposals follow the same policy formulation process that has 

now been discredited in South Africa by starting with international benchmarks 

which are entirely first world based, ignoring the developing world context and 

then cherry picking lessons and policy implications for South Africa. The carbon 

tax proposal is not based on careful analysis of the local context but rather a 

combination of inappropriate international examples taken out of context”(p.3/4). 
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MYPD3 – Electricity prices 
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NERSA - Allowed: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL

Return 23,477          26,511          26,436          27,657          33,667          137,748       

Primary energy costs 51,067          54,966          56,779          62,060          68,620          293,492       

Independent Power Producers 2,686            5,108            14,826          19,269          23,018          64,907          

Depreciation 25,733          27,481          28,564          28,911          29,197          139,886       

Integrated Demand Management - EE & SWH 1,455            953                819                712                1,244            5,183            

Operating costs 45,519          48,565          52,908          57,769          60,576          265,337       

Total Allowable Revenues 149,937       163,584       180,332       196,378       216,322       906,553       

Eskom - Requested: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL

Return 7,271            14,643          31,187          51,878          81,885          186,864       

Primary energy costs 62,328          65,368          69,657          75,330          82,266          354,949       

Independent Power Producers 5,189            13,302          18,043          20,143          21,042          77,719          

Depreciation 30,792          34,631          37,076          39,669          43,218          185,386       

Integrated Demand Management - EE & SWH 2,941            2,709            1,862            1,966            3,612            13,090          

Operating costs 44,875          48,952          54,934          59,346          61,478          269,585       

Total Allowable Revenues 153,396       179,605       212,759       248,332       293,501       1,087,593    

NERSA - ESKOM: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL

Return 16,206          11,868          (4,751)          (24,221)        (48,218)        (49,116)        -26%

Primary energy costs (11,261)        (10,402)        (12,878)        (13,270)        (13,646)        (61,457)        -17%

Independent Power Producers (2,503)          (8,194)          (3,217)          (874)              1,976            (12,812)        -16%

Depreciation (5,059)          (7,150)          (8,512)          (10,758)        (14,021)        (45,500)        -25%

Integrated Demand Management - EE & SWH (1,486)          (1,756)          (1,043)          (1,254)          (2,368)          (7,907)          -60%

Operating costs 644                (387)              (2,026)          (1,577)          (902)              (4,248)          -2%

Total Allowable Revenues (3,459)          (16,021)        (32,427)        (51,954)        (77,179)        (181,040)      -17%



MYPD3 – Electricity prices 
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2013/14 2014/15 2015/16 2016/17 2017/18

Allowed revenues from tariffs based sales - Rmn 142,746       155,477       171,838       189,396       209,025       

Forecast sales to tariff customers: (GWh) 217,890       219,744       224,877       229,495       234,519       

Standard average price (c/kWh) 65.51            70.75            76.41            82.53            89.13            

Percentage price increase (%) 8% 8% 8% 8% 8%

Total expected revenues from aa customers -Rmn 149,937       163,584       180,332       196,378       216,322       



Manufacturing & Mining % Share of Real GDP (2005 = 100) 
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Manufacturing sector 
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Manufacturing - Real prices (2005) 

  1994 - 2008 2008 - 2012 1994 - 2012 

Real growth per annum 14 years 4 years 18 years 

Gross fixed capital formation (I) 6.5% -2.0% 4.6% 

Depreciation of Capital Stock 7.0% 3.0% 6.1% 

Fixed Capital Stock 1.9% -0.3% 1.4% 

Gross Value Added - basic prices 3.5% 0.2% 2.7% 

Employment -1.0% -3.0% -1.5% 



Manufacturing Employment, Real GDP 

and Fixed Capital Stock – R mn (2005 prices) 
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Employees per GDP & per Fixed Capital 

Stock – R mn 
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GDP per employee & per unit of Fixed 

Capital Stock (Real R mn) 
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Manufacturing – Total Factor Productivity 
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Manufacturing employment 
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Manufacturing sector – 1994 to 2012 
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GFCF GDP Emp - YoY FCS - YoY

Emp - YoY/ 

GFCF

Emp - 

YoY/GDP

Emp- 

YoYFCS - 

YoY

2009 57,562             267,723         -86,843            -3,915           -1.51 -0.32 22.18

2005 54,838             259,101         -62,216            6,884            -1.13 -0.24 -9.04

1997 40,556             205,293         -60,920            10,116          -1.50 -0.30 -6.02

1996 39,348             199,882         -55,735            11,753          -1.42 -0.28 -4.74

1998 39,466             204,794         -45,366            6,899            -1.15 -0.22 -6.58

2010 59,488             282,509         -41,477            -3,416           -0.70 -0.15 12.14

1999 39,437             205,974         -34,996            4,276            -0.89 -0.17 -8.18

2001 42,359             229,698         -33,700            2,683            -0.80 -0.15 -12.56

2008 73,886             297,889         -20,739            14,178          -0.28 -0.07 -1.46

2000 39,922             222,666         -19,442            2,308            -0.49 -0.09 -8.42

2011 65,698             292,733         -16,850            689              -0.26 -0.06 -24.46

2002 41,094             236,133         -7,777              -675             -0.19 -0.03 11.52

2003 42,565             232,581         -3,888              -888             -0.09 -0.02 4.38

2012 68,271             299,705         -3,888              990              -0.06 -0.01 -3.93

2004 49,987             243,965         -2,592              4,556            -0.05 -0.01 -0.57

1995 36,917             197,156         9,073               11,731          0.25 0.05 0.77

1994 30,622             185,135         11,665             7,596            0.38 0.06 1.54

2007 65,422             290,246         22,035             12,105          0.34 0.08 1.82

2006 61,845             275,782         111,470            10,964          1.80 0.40 10.17



Manufacturing sector: positive (+) 

employment years since 1972 
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GFCF GDP Emp - YoY FCS - YoY

Emp - YoY/ 

GFCF

Emp - 

YoY 

/GDP

Emp- YoY / 

FCS - YoY

1972 20,352             114,707         16,850             9,166            0.83 0.15 1.84

1973 23,899             125,348         40,181             11,957          1.68 0.32 3.36

1974 24,555             133,480         68,697             11,775          2.80 0.51 5.83

1975 24,621             138,615         46,662             10,988          1.90 0.34 4.25

1976 22,403             142,090         36,293             8,165            1.62 0.26 4.44

1978 27,091             147,296         3,888               14,909          0.14 0.03 0.26

1979 30,516             159,458         38,885             18,654          1.27 0.24 2.08

1980 41,058             172,507         88,139             29,621          2.15 0.51 2.98

1981 39,831             188,408         88,139             24,624          2.21 0.47 3.58

1982 35,936             178,570         14,258             16,440          0.40 0.08 0.87

1984 30,253             187,004         5,185               6,086            0.17 0.03 0.85

1986 16,721             180,556         23,331             -7,057           1.40 0.13 -3.31

1987 14,740             184,537         45,366             -9,221           3.08 0.25 -4.92

1988 21,047             196,545         55,735             -2,551           2.65 0.28 -21.85

1989 28,529             200,217         2,592               7,181            0.09 0.01 0.36

1990 32,456             195,717         5,185               14,258          0.16 0.03 0.36

1994 30,622             185,135         11,665             7,596            0.38 0.06 1.54

1995 36,917             197,156         9,073               11,731          0.25 0.05 0.77

2006 61,845             275,782         111,470            10,964          1.80 0.40 10.17

2007 65,422             290,246         22,035             12,105          0.34 0.08 1.82

733,630            207,391        1.27 0.21 0.76



Manufacturing sector: negative (-) 

employment years since 1972 
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GFCF GDP Emp - YoY FCS - YoY

Emp - YoY/ 

GFCF

Emp - 

YoY/GDP

Emp- YoY / 

FCS - YoY

1977 23,878             137,331         -32,404            11,255          -1.36 -0.24 -2.88

1983 34,886             175,361         -50,550            13,089          -1.45 -0.29 -3.86

1985 22,216             180,852         -33,700            -2,172           -1.52 -0.19 15.52

1991 28,674             186,776         -36,293            10,885          -1.27 -0.19 -3.33

1992 26,966             180,651         -40,181            6,610            -1.49 -0.22 -6.08

1993 28,030             180,322         -31,108            6,992            -1.11 -0.17 -4.45

1996 39,348             199,882         -55,735            11,753          -1.42 -0.28 -4.74

1997 40,556             205,293         -60,920            10,116          -1.50 -0.30 -6.02

1998 39,466             204,794         -45,366            6,899            -1.15 -0.22 -6.58

1999 39,437             205,974         -34,996            4,276            -0.89 -0.17 -8.18

2000 39,922             222,666         -19,442            2,308            -0.49 -0.09 -8.42

2001 42,359             229,698         -33,700            2,683            -0.80 -0.15 -12.56

2002 41,094             236,133         -7,777              -675             -0.19 -0.03 11.52

2003 42,565             232,581         -3,888              -888             -0.09 -0.02 4.38

2004 49,987             243,965         -2,592              4,556            -0.05 -0.01 -0.57

2005 54,838             259,101         -62,216            6,884            -1.13 -0.24 -9.04

2008 73,886             297,889         -20,739            14,178          -0.28 -0.07 -1.46

2009 57,562             267,723         -86,843            -3,915           -1.51 -0.32 22.18

2010 59,488             282,509         -41,477            -3,416           -0.70 -0.15 12.14

2011 65,698             292,733         -16,850            689              -0.26 -0.06 -24.46

2012 68,271             299,705         -3,888              990              -0.06 -0.01 -3.93

-720,668           103,097        -0.89 -0.16 -1.94


