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Executive Summary  

Since the launch of the Renewable Energy Independent Power Producer Procurement Programme  

(REIPPPP) in 2011, 77 renewable energy utilities have become operational and added 5,042.07MW of 

generation capacity to South Africaõs national grid1. This represents investment by independent power 

producers (IPPs) of over R200bn over four procurement r ounds 2. In March 2021, the fifth bidding round was 

opened, paving the way for additional investments in the near future.  

Communities surrounding the energy utilities stand to benefit significantly from these investments due to a 

policy framework that req uires companies to promote community development beyond the construction 

and operation of new facilities. But for manifold reasons, these benefits have often failed to materialise, 

leaving community members frustrated, confused and apathetic.  

The REIPPPP was unprecedented by global standards in the high weighting given to socioeconomic factors 

in bid assessments. Socioeconomic factors were weighted 30%, with local community ownership being one 

of the factors considered. The bid requirement set a threshold o f 2.5% local ownership, but guided bidders 

to a target of 5%, which many exceeded. Project companies generally met this objective by establishing 

community trusts as the beneficial holders of shares, with participation funded by debt. This structure means 

initial cash flows are largely absorbed in debt repayment and interest but, by some estimates, community 

trusts are due to receive over R27bn in cash from their investments in IPPs.  

While there were many motives for this approach, the promotion of trusts a s vehicles for community 

development now serves as an interesting case study to inform debates about energy project finance. In 

particular, it may provide mechanisms to manage communities stranded through carbon transition 

programmes as coal mining and ene rgy production is decommissioned and replaced with renewable 

energy sources.  

The problem statement for this research is therefore: is community ownership through trusts an effective tool 

for energy projects to deliver community development?  

Our research i nvestigated the extent to which the potential of community trusts is being realised. Our 

research questions were:  

¶ Are community trusts appropriate vehicles for satisfying the ownership element of the REIPPPP 

scorecard?  

¶ What are the  challenges in establishi ng and operating community trusts, a nd what is best practice ?  

¶ Does the  REIPPPPõs community development work provide a model that can be applied more 

widely in South Africaõs just transition? 

We investigated these questions through formal interviews that w e conducted with over  80 individuals who 

are associated with the REIPPPP. These include community trustees, staff at IPPs, local politicians and 

community development experts. We complemented these formal interviews with informal conversations 

with ordin ary community members in areas where IPPsõ facilities are located or that fall within the area 

served by the IPP 3. 

We find that, for the most part, the REIPPPP community trusts are not as effective as they could be . 

1. Trusts are often  set up for compliance purposes  rather than a desire to meaningfully contribute to 

community development.  

 
1 òIPP Projects,ó The IPP Office, Accessed March 22, 2021, https://ipp -projects.co.za/ProjectDatabase   
2 Neil Overy, òOwnership in the REI4P,ó Friedrich Ebert Siftung, Accessed March 23, 2021, https://90by2030.org.za/wp -

content/uploads/2019/05/REI4P -Hi-Res.pdf   
3 Some IPPs are very remote. IPPs are thus required to serve communities within a 50km radius of their po wer facilities.  

https://ipp-projects.co.za/ProjectDatabase
https://90by2030.org.za/wp-content/uploads/2019/05/REI4P-Hi-Res.pdf
https://90by2030.org.za/wp-content/uploads/2019/05/REI4P-Hi-Res.pdf
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2. Participatory processes are often truncated and not extensive enough . This is due to a variety of 

factors including lack of skills in development faci litation, the requirements to set up a trust in a short 

period during the bidding windows, and trustsõ lack of resourcing. 

3. Trustees frequently lack skills and knowledge of what their role entails, or are not regarded by the 

communities as their true repres entatives. This is often due to insufficient screening criteria in the 

selection of trustees and appointment of trustees that neither come from nor know the communities 

respectively.  

4. The trusts tend to go about their work  on their own. Collaboration with o ther trusts, with IPPs and with 

local governments is very limited.  

5. Trustees are demotivated and communities are apathetic.  All the trusts participating in this research 

are reliant on one source of income  ð dividends from the IPPs they have a stake in. How ever, in 

every case, during the first seven to eight years of the trustsõ lives, dividends are spent either wholly or 

mostly on servicing debt. Community trustsõ equity in the energy facilities is usually financed by loans 

from development finance institut ions with onerous repayment terms. For many years, trusts are 

therefore dormant. This dormancy means that very little, if any, work is done.  

6. Because the bulk of the trusts are not active, measuring and evaluation ( M&E) frameworks are 

typically absent or very basic , entailing simple reporting of expenditure. There are exceptions (as we 

outline in the case studies), but trusts are not required to report on expenditures and social impacts 

to anyone except the IPP Office. T his impedes accountability  to both communities and local 

governments.  

7. Some trusts have found innovative ways to work around the constraint s imposed by needing to 

service very large debts and are well -regarded in their communities. But many others have not 

found ways to do so. This ð combined with practices such as outsourcing of labour, hiring external 

consultants and skimping on community engagement ð has resulted in ill -will within communities.  

Trusts hold a lot of potential but so far much of this potent ial is being squandered. The trust structure is not in 

itself problematic; its implementation has generally been flawed. As we outline in the case study section of 

this report, there are trusts that tend to do certain things well. As such, they more closel y resemble the òideal 

trustó that we define after our literature rev iew . They are effective facilitators of local development and are 

respected in their communities.  

Based on our findings, our recommendations are:  

1. IPPs and the trusts they establish should be given more support , especially during the setup phase. 

This support should at minimum cover strategies and formats for community engagement, for 

managing expectations in communities and for trustee elections and appointments. Some funders 

already provide this kind of  support. But funders need to scale this up and provide it in a more 

structured way. Support should include training for trustees  on trust management.  

2. To avoid a situation where incapable trustees are elected, nominations should be accepted only if 

subjec t to trustees meeting stringent selection criteria  that are made standard across the REIPPPP. 

Prospective trustees could be assessed on a scorecard to determine overall suitability. Factors could 

include, for example, having a tertiary qualification or hav ing experience of managing large sums of 

money for the public benefit.  

3. Trustees must also, as far as possible, be sourced locally . Boards with minimal local representation 

are more likely to be rejected by communities.  

4. An intermediary, capacity -building NG O could be established  by the IPP Office (IPPO) to work with 

the trusts and build trusteesõ skills as well as systems of governance and M&E for the trusts. 

5. Reporting  on the trustõs plans and expenditures to local authorities and community structures should 

be made mandatory on a semi -annual basis.  
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6. The IPPO should encourage multilateral collaboration between different trusts and between different 

IPPs in their economic development work , especially where there are multiple IPPs (and hence 

trusts) operating in  the same geographic areas . This will lead to greater integration and scaling of 

efforts as well as less duplication.  

7. In future bidding rounds, t he Department of Mineral Resources and Energy (DMRE)  must allocate 

enough time for adequate trust preparation . This should include a plan for the IPPO to ensure that 

any consultative work that is done with communities during this period is not wasted.  

8. IPPs should dedicate full - time resources to managing community work  and relationships with various 

stakeholders. This is costly but it reduces friction over the long  term.  

9. IPPs and trusts should maintain open channels of communication with their communities.  This can 

help manage community expectations and separate the companies from the trusts.  

10. Get income  into trusts sooner. This could be achieved by refinancing trust loans from development 

banks, diverting socioeconomic development funds into the trusts, and/or capacitating trusts in 

fundraising and investment. More importantly, less onerous loan terms ar e required for trusts that will 

be established in new projects.  

11. Finally, IPPs should be part of local energy security. This would build substantial goodwill in 

communities where the widespread expectation is that IPPs will solve longstanding  energy woes.  This 

is of course difficult in practice, but municipal IPP procurement, could provide some improvement in 

delivery to community expectations . Local energy security could also be promoted through the 

development of a smooth regulatory path for the commercial  and private use of microgrids.  

 

Figure 1: Community outside Bokpoort with PV units mounted on homes. Pic: Christy Strever  
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Abbreviations and definitions  

 

CLO: Community Liaison Officer. An employee of an IPP who is appointed to act as an intermediary 

between the IPP and its associated community.  

DBSA: Development Bank of South Africa.  

DMRE: Department of Mineral Resources and Energy.  

ED: Economic Development. Refers to the SED, EnD, and trust work, or collectively t he economic 

development (ED) work, that IPPs are required to undertake.  

EnD: Enterprise Development. Refers to the REIPPPP requirement that IPPs spend at least 0.8% of their 

revenues on support to small businesses.  

GIZ: Die Deutsche Gesellschaft fuer Inter nationale Zusammenarbeit  (the official German agency for 

international development ). 

IDC: Industrial Development Corporation.  

IPP: Independent Power Producer. Refers to companies that have been awarded the right to build and 

operate renewable energy facili ties. 

IPPO: The IPP Office. This is established between the Department of Mineral Resources and Energy and 

National Treasury that oversees the implementation of the REIPPPP.  

REIPPPP: Renewable Energy Independent Power Producer Procurement Programme .  

SED: Socioeconomic development. Refers to the REIPPPP requirement that IPPs spend at least 1.5% of their 

revenues on activities/projects that promote SED.  

SPV: Special Purpose Vehicle   
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Introduction  

South Africaõs Renewable Energy Independent Power Producer Proc urement Programme  (REIPPPP) is a 

game -changing policy intervention. By procuring renewable energy from companies that are independent 

from the countryõs monopoly electricity supplier, the REIPPPP is contributing to a òjust transitionó. This is a 

transition  from highly centralised energy production that depends on diminishing reserves of fossil fuels 

towards decentralised production of renewable, clean energy. South Africaõs over-reliance on coal -fired 

power plants places the country in the top 15 of global carbon emitters 4 and does enormous damage to 

the health of its citizens 5. South Africa has also struggled to maintain a stable energy supply since 2007. At 

the same time, many of the worldõs largest asset managers are divesting from coal and the market for 

green finance is growing while the costs of producing renewable energy have fallen. The importance of the 

energy transition for South Africaõs economic development trajectory is clear. 

But the concept of the òjustó transition encompasses more than a transition away from energy production 

that is environmentally harmful. A just transition also involves changes in the social relations of production. 

Renewable energy companies do not operate in a vacuum. Independent power producers (IPPs) build 

solar and wi nd parks that are often located in non -urban areas characterised by widespread 

unemployment and poverty. Profitable renewable energy facilities could contribute to changing these 

conditions through meaningful integration with their surrounding communities and efforts to act as 

responsible investors.  

This contrasts with the resource -extraction model that has characterised much of South Africaõs history, 

where profitable companies exploit land and labour, leaving communities worse off from both an 

environmen tal and social perspective. Renewable energy companies having a more harmonious 

relationship with the communities they operate in could also contribute to their own sustainability in a world 

where environmental, social and governance issues (ESG) are incre asingly salient to shareholders, 

governments and the broader public. The political legitimacy of the REIPPPP also largely depends on the 

goodwill ð or lack thereof ð from South African communities.  

These considerations informed the development of the REIP PPP policy framework. Bidders in terms of the 

four procurement rounds of the programme were required to meet a set of socioeconomic objectives 

including job creation, local content, black and community ownership, black management control, 

preferential proc urement, enterprise development and spending on socioeconomic development. This 

òeconomic development scorecardó counted 30% of the evaluation of companiesõ bids to become 

independent power producers alongside the technical aspects of proposed energy produ ction. Successful 

bid der s were awarded a 20 -year licence to operate, and are monitored by the IPP Office for compliance 

with their economic development plans. These plans include proposals for job creation, for procurement 

from local suppliers, and for spending a small percentage of revenue on socioeconomic development 

initiatives (among others).  

One of the elements of the economic development scorecard, ownership, measures the extent to which 

black people hold equity in the new renewable energy faciliti es. This incorporates black individuals and 

black -owned enterprises on the one hand, and communities in the vicinity 6 of the new facilities on the 

other. To satisfy the latter ownership component, almost all companies have established community trusts. 

The trusts hold, on average, between 9% and 12 % equity in the facilities 7. This exceeds the REIPPPP minimum 

of 2.5% and the 5% target. The aim of h aving an ownership stake in the facilities is to increase the asset base 

of disadvantaged South African commun ities. Community ownership of assets could in turn spur mobilisation 

of communities around the use of the proceeds of these assets, contributing to social cohesion and local 

economic development. Unlike the other economic development elements of the REIPPP P scorecard, the 

ownership element has the potential to be a lasting legacy of the REIPPPP programme. Effective, 

 
4 Carbon Brief, òCarbon Brief Profile, South Africaó. 
5 Holland, Health Impacts of Coal Fired Power Plants.  
6 Defined as within a 50km radius of the facility.  
7 Overy, Ownership in the REI4P.  
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sustainable and legitimate trusts could long outlast the 20 -year implementation agreements signed 

between IPPs and the IPP Office.  

Our researc h investigated the extent to which the potential of these community trusts is being realised. Our 

research questions were:  

¶ Are community trusts appropriate vehicles for satisfying the ownership element of the REIPPPP 

scorecard?  

¶ What are the  challenges in e stablishing and operating community trusts, as well as best practice ?  

¶ Does the  REIPPPPõs community development work provide a model that can be applied more 

widely in South Africaõs just transition? 

To answer these questions, first we consulted the global  and local literature on community trust s. From this 

literature we developed a standard that defines  what successful community trusts have in common . Our 

literature review also assesses what other countries have done to promote community development in the  

expansion of their renewable energy sectors. While the promotion of the establishment of trusts is rather 

unusual from a global perspective, many governments have realised the need to plan for community 

benefits in other ways. This review begins in the ne xt section.  
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Literature  Review  

The Community Foundation and Community Trust in international 

development  

Community  foundations  are philanthropic organisations serving human needs in specific geographic areas. 

They are independent from the state or from any single corporate entity . Governing boards are usually 

constituted by individuals representing a cross -section of the communit y they are set up to serve through 

the provision of grants and/or the delivery of services. Grants are made from collections of funds that are 

contributed from many donors  and are used to build a permanent asset base (the foundationõs 

endowment). 8    

Though the origins of the community foundation lie in the United States in the early 20 th century, the ir 

pro liferation across the developing world began in the 1990s. Public spending cuts and structural 

adjustment programmes of the 1980s led to widespread suffering across the developing world for 

populations unable to afford expensive private services in often malfunctioning private markets. This, 

alongside the wave of democratisation in the early 1990s, opened space for communities to organise 

a round issues of common concern and to work together in the promotion of their own welfare 9. At the 

same time, popular thought in the theory and practice of international development was beginning to 

coalesce around participatory development approaches . Participatory development implies that rather 

than the state (modernisation) or the market (neoliberalism) taking the lead in the promotion of social 

development, citizens know best how to define and solve their own problems. When the agency and 

particular s kills of groups of people are supported through collectives such as community foundations, the 

possibilities for locally relevant and sustainable development increase.  

Community  trusts10 have less organic origins. Rather than being established by communit y groups that have 

recognised a problem and organised to resolve it, community trusts are established by corporate entities 

whose operations are restricted to a given geographic area in response to a policy stimulus. While 

co mmunity foundations and communi ty trusts operate in much the same way, being attached to a 

corporate entity often leads to a financial dependence on that entity, or to restrictions on its range of 

operations according to the business (or even personal) interests of its corporate sponsor s. The result of 

corporate attachment can be that trusts become unmoored from the social and economic realities of the 

areas they serve and the needs of the people 11.    

This detachment can be reinforced by the ways in which the people who run trusts are s elected. The 

appeal of the community foundation is in its participatory, bottom -up approach to community 

development. This requires leaders who are seen by community members as their legitimate 

representatives. More often than not, such representatives com e from within the community and are 

elected using participatory democratic processes. With c ommunity trusts,  in contrast,  corporate entities  can  

populate the board with their own representatives and with independent directors, rendering community 

members a  minority. This can make it difficult for communities to ensure their voices drive the development 

of their own communities.  

However, community trusts can benefit from corporate dependence, as this can supply not only a relatively 

high and reliable level o f funding but also highly skilled staff. This can potentially improve the efficacy and 

impact of the trustõs work, contributing to longer-term sustainability. But this can also morph into an over -

dependence on the sponsoring company that militates against the  trustõs survival in the longer term and in 

the absence of the sponsor.  

 

 
8 Sibanda, òCommunity Foundations in South Africa ó. 
9 ibid.  
10 ibid . 
11 Malombe, Community Development Foundations.  
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Community trusts in South Africa  

Black economic empowerment trusts  

Corporate tr usts were envisaged by democratic policymakers as vehicles for South Africaõs corporate 

sector to con tribute to transformation. The Broad -Based Black Economic Empowerment (B -BBEE, or simply, 

BEE) Act 53 of 2003 is the major policy framework that structures these contributions. Companies are 

incentivised to expand black shareholding, to spend on skills development initiatives and to spend 1% of net 

profit after tax on activities that promote socioeconomic development (SED) in vulnerable and/or previously 

disadvantaged communities . Many of the countryõs largest companies established òBEE trustsó to fulfil these 

objectives. Research by Intellidex (2018) on 25 such BEE trusts established by large, publicly listed companies 

shows that they ha d  collectively disbursed over R4bn to their  beneficiaries since 2003 12, with two thirds of this 

spending directed towards education -related initiatives.    

Many of these BEE trusts are not, however, community trusts. Because they were established by companies 

with operations dispersed across the cou ntry, their beneficiaries are typically more broadly defined. In the 

case of some mining  deals , communities affected directly by operations were sometimes included. This 

followed the use of community trusts in terms of mining companiesõ social development obligations 

discussed in the next section. The first community trusts in South Africa are therefore associated with the 

mining sector and formed the blueprint for thinking around how community benefits might be structured in 

the REIPPPP.  

The experience of the BEE trusts, in mining and other sectors, is instructive for the development of the 

REIPPPP trusts. In many ways this experience has been difficult, and the trusts have been criticised for a 

variety of reasons. First, the persistence of so cial problems and indeed declining  social indicators in many 

areas that are targeted by the trustsõ operations (for example literacy in young children13;  youth  

unemployment 14  and gender inequality 15) has brought into question the effectiveness of the tru stsõ 

spending. An increasingly prominent viewpoint about corporate philanthropy is that ineffective expenditure 

is not worth the tax breaks given to firms to do it. More tellingly, politicians have questioned whether trusts 

represent meaningful vehicles fo r the shareholding of (black) communities in the economy. Some argue 

that trust beneficiaries are not shareholders at all but rather passive beneficiaries of dividends; dividends 

whose spending they have very little control over 16. Companies also tend to r etain tight control over the 

trustsõ activities, with none of the 25 trusts analysed in the Intellidex research being fully operationally 

independent from their sponsors.  

These kinds of debates would be easier to decide if reliable data were available. Bu t d ata on the social 

impact of corporate philanthropy is typically incomplete and difficult to obtain. This is driven, to an extent, 

by a lack of standardised sets of reporting requirements  for trusts. In place of indicators of social outcomes 

or changes, the amount spent in various social areas is used to indicate the worth of a corporate 

foundationõs activities17. This reflects a compliance mindset that is reinforced by the BEE framework which 

requires companies to spend set portions of revenue on social activities and to report on those amounts, 

rather than to achieve particular outcomes. Finally, collaboration among trusts is rare. This leads to 

substantial duplication of activities and compounds the inefficiencies in trustsõ expenditure. 

 

Mining  trusts 

Like the IPPs, mining companies are obliged to contribute a share of their profits to local and economic 

development as a condition of their mining licen c es. This also often involves the conferring of ownership to 

 
12 The figure relates to funds disbursed during the lifetimes of the trust. Five -sixths of the BEE trusts that participated  in this 

work were formally registered during the period 2003 -2005. Kruger et al, Understanding Empowerment Endowments . 
13 Howie et al, Grade 4 PIRLS Literacy.  
14 Graham et al, Siyakha Youth Assets.  
15 Khan, Developing Gender -sensitive Social Protection.  
16 See for example Business Day TV, òThe reasons BEE trusts are under investigation ó; Phakathi, òBBBEE Commission 

expects reporting compliance to improve ó. 
17 Gastrow , Philanthropy and Data ; Kruger et al, Understanding Empowerment Endowments.  
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community trusts. Several authors 18 have identified lessons from mining that should be applied to the 

REIPPPP trusts. These include: 

¶ Mines were often established in rural areas without a substantial economic base, quickly becoming 

the focal point of economic activity. The decommissioning of mines has led in many cases to 

marked economic and social decline. The failure of towns to diversify, or for mines and their trusts to 

initiate self -sustaining dev elopmental activities, is a real danger in the REIPPPP as well.  

¶ The definition of the òcommunityó is complex. Communities are rarely homogeneous and failures to 

adequately consult different constituencies can lead to trusts that do not represent the needs of the 

community as a whole.  

¶ Similarly, selected trustees are often not viewed as legitimate in the communities for reasons of 

political expediency (for example, selecting traditional leaders as trustees rather than 

democratically elected representatives and paying them rents in exchange for having to do any 

meaningful community development work is not uncommon).  

¶ Such practices tend to work against the key advantages of community trusts as mechanisms to 

promote participatory, bottom -up development with wi dely dispersed benefits. òGreenwashingó 

abounds.  

¶ The trusts have therefore often been ineffective, neither improving the welfare of people surrounding 

the mines nor improving the relationships between them and the mines.  

¶ The mining industry has to some ext ent developed institutional capacity for development work by  

committing financial and human resources to managing community development. This refers to 

implementing projects, managing grants and committing full -time staff (internally at the mines and 

at th e trusts) dedicated to maintaining good relationships with communities. Where mines have not 

done this, relationships have often suffered.  

 

Community development in renewable energy programmes outside South 

Africa  

 

Various countries have recognised that e nergy transitions require the support of the public. This support is 

catalysed by  governments  attempting to ensure that communities experience benefits that outweigh the 

attendant disruption. Germanyõs official agency for international development (GIZ) identifies four models 

summarising how this is approached 19:  

The Open Investment Model  allows business es and individuals to participate financially in a renewable 

energy project. Investors can buy a stake and make a  fixed or variable  return on that stake. Policymakers 

do not pursue strategies to directly promote local, community development beyond an enabling policy 

environment for shareholders and protections for non -institutional investors, some of whom may be residents 

in the areas where the new utilities  are constructed . Open investment is the most important funding tool for 

renewable energy in Germany 20. It is also widely practi sed in Denmark, the UK and some states in the US. 

The Community  Compensation Model  plans for community  benefits more directly. Such benefits can 

include  subsidising electricity tariffs  for communities in which the facilities are located;  regulations requiring 

that the project employ only local contractors for the construction phase ; or co -investments in local 

infrastructure along with the energy company. Companies may also be obliged to pay tax where the 

project is located, as opposed to where the company is registered, which i ncreas es the amount  of money  

 
18 Hamann and Kapelus, òCorporate Social Responsibility in Mining in Southern Africa ó; Marais et al, òRenewable Energy 

and Local Development ó; Kemp, òMining and Community Development in South Africa ó; Harvey, South African Mining .  
19 GIZ, Community -based Renewable Energy Models.  
20 In 2018, 31% of installed renewable energy in Germany was owned by private individuals  and  10.5% by farmers, 

bringing total citizen ownership to 42%  (Wettengel , òCitizensõ Participation in the Energiewende ó).  
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available for public services. Finally, companies may be requi red to support local charities or to spend 

directly on activities for the public good such as skills training (as in the REIPPPP).   

Minimum financial contributions to communities can be defined in legislation. Alternatively, communities 

and project develop ers agree voluntarily to certain targets (for example employment numbers or skills 

spending). Where profits are channelled back into communities, this can create local value chains, support 

local industry and livelihoods and direct revenue to public amenit ies21. 

In Scotland, the publication of a Community Benefit Register encourages energy companies to report on all 

public benefit activities. This promotes transparency in communities and allows companies to avoid 

duplicating activities 22. The Scottish gover nment also creates detailed guides and information toolkits for 

communities that build knowledge about renewable energy and the various ways in which communities 

can negotiate and/or structure community development initiatives.  

In Tanzania, the government  implements similar information campaigns while also encouraging households 

in (especially rural and unelectrified) areas to switch to renewable energy sources 23. The proliferation of 

small-scale rooftop solar panelling in Tanzania has improved small and i nformal business activity; promoted 

better health and education (due to, for example, the electrification of clinics and schools); and also 

relieved womenõs care burdens (many hours are saved with the use of electrical appliances). Similar 

findings emanate  from Zambia and India 24.   

The Community Connected Model  expands the role of communities. Project developers provide  the 

community with up to 49% of the shares in a project. Their involvement is then either limited to this 

shareholding and the revenue flo wing from it ( shared revenue ) or they can operate a part of the project 

themselves ( split ownership ). In the shared revenue model, the developer remains responsible for operation 

and maintenance and the community does not own any physical assets. In the  split ownership  model, the 

project developer works collaboratively with the community to train community members to run the project 

themselves, wholly or in part (for example, an individual wind turbine) .  

Shared revenue and split ownership models are common  in Denmark where there are legal requirements 

for a minimum of 20% of a projectõs shareholding to go to local citizens. In the UK, voluntary protocols 

encourage developers to cede a minimum of 5% ownership to local community members. If that doesnõt 

mater ialise, a right to invest may then be invoked. In Germany, intermediary organisations train community 

members in project management and technical skills to allow them to contribute to the operations of (in 

particular, wind) facilities. In the town of Schla lach, instead of an intermediary, a working group formed in 

the community to do early planning around how to structure the communityõs involvement in a nascent 

facility. This working group then morphed into a community foundation into which some of the fac ilityõs 

profits were channelled to finance charitable projects 25.  

Finally, the Community -based Model  goes a step further than the Community Connected Model . Here, 

communities own  at least 50% of the shares in a project, sometimes creating a joint  venture (50:50) with a 

municipal or commercial partner. Projects can be initiated by communities too, with t he community act ing  

as owner, investor and operator of the project. As in the community -connected model, technical 

intermediaries can be hired to as sist in the early phases of planning for a new facility, and assist in building 

technical, financial and business management skills.  Studies have shown that communities organising in this 

way can develop transferable skills, social capital, cooperation an d active citizen engagement that 

promotes the health of democracy 26. Decision -making power and profits remain in the community and 

support for renewable energy is enhanced.  

The most common legal form for collections of citizens investing in and/or running facilities is a cooperative. 

Energy cooperatives are widespread in Germany and Denmark but also middle -income countries like 

 
21 Berka and Creamer, òLocal Impacts of Community Owned Renewable Energy ó. 
22 Local Energy Scotland, òCommunity Benefit Register ó.  
23 Bishoge et al, òRenewable Energy Sector in Tanzania ó. 
24 ibid.  
25 GIZ, Community -based Renewable Energy Models.  
26 ibid; Berka and Creamer, òLocal Impacts of Community Owned Renewable Energy ó. 
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Argentina, Chile and Indonesia. In Indonesia, t he  non -profit organisation Institut Bisnis dan Ekonomi 

Kerkyatan (Ibeka) sets up mic ro-hydro turbines in West Javan villages that  are maintained and operated by 

the community through a cooperative  of local farmers  and financed by private investors. Twenty percent of 

the profits gained from selling electricity are invested into a community  cooperative which finances 

healthcare and education and also provides loans to the local community.   Ibeka also acts as a technical 

intermediary , enhancing the technical, entrepreneurial and managerial capacities  in communities required 

to run the facilit ies27.  

As in Zambia, India and Tanzania, electrification in areas that have long lived without it has had tangible 

and significant developmental impacts. These include better educational outcomes (due to the internet 

and being able to study better at nigh t), more efficient agriculture and the empowerment of women, who 

have taken central roles in the energy cooperatives 28. 

Another notable example of policy action to support cooperatives is in India 29. The West Bengal Renewable 

Energy Development Agency (WBR EDA) is a public agency that has supported the establishment of 

cooperatives that have to date built 23 mini -grids using solar PV that serve over 10  000 people in rural India. 

In each village  where WBREDA operates, it helps form a local  cooperative  that  wo rks with the agency to 

plan for and then manage the  solar PV installations. Public funds and soft loans from the Indian Renewable 

Energy Development Agency (IREDA) and the World Bank cover  capital costs , while  user 

tariffs cover  operations and maintenance.  Ongoing management also includes community education 

about responsible electricity usage, the determin ation  and collecti on of  tariffs, accounts management, 

planning distribution lines and handling grievances.   

The benefits of electrification ð as elsewhere ð motivate people to get involved and to maintain the solar 

infrastructure. Similarly, the stimulation of local economic activity due to electrification has increased the 

ability to pay ð and hence demand ð for e lectricity. The cooperatives are thus financially sustainable 

entities.  

 
27 Guerreiro and Botetzagias, òIntermediary Organisations in Indonesia ó. 
28 IBEKA, òOur Missionó. 
29 USAID, òIsland Mini-Grids in West Bengaló. 

 

Figure 2: Cows graze among wind turbines at Kouga in the Easter n Cape. Pic: Christy Strever  
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During the early stages, funding had to be provided for proje ct expenses and capacity building, and 

building institutions ð for example,  organising groups  and  governing bodies. The Indian government 

assumed this role rather than using DFI loans that communities would have to pay back (as practi sed in the 

REIPPPP in the establishment of trusts). It has also required patience from the government: building capacit y 

takes time, especially in impoverished communities. But  eventually locals run daily operations, maintenance 

and administrative tasks. This has increased a se nse of community ownership of something in addition to the 

economic benefits, which increases the sustainability of projects. In the longer term, governmentõs role is 

typically reduced to supervision and consultancy, withdrawing from direct management 30.   

 

 

Community development in South Africaõs REIPPPP 

In the REIPPPPõs community development framework, various aspects of the Community Compensation 

and Community Connected (shared revenue) models are evident. First, community benefits are explicitly 

planned  for via various requirements of IPPs. These include procurement  from local businesses , job creation, 

and enterprise development (EnD) and SED spending . R1.1bn has been spent to date  on SED activities,  40% 

of which has been dedicated to  education 31. Collectively these activities approximate community 

compensation.  

Local equity ownership of new renewable energy projects is th e shared revenue component of the REIPPPP.  

The target set by the IPPO for community ownership in new utilities is 5%, but this  has been exceeded. The 

average shareholding achieved to date lies somewhere between 7% and 11%. The true figure is unknown 

because information for many projects is missing and often very complex structures of ownership can make 

gauging the true ownership stake difficult and not truly comparable between projects 32.  

Every IPP save one has established a community trust to satisfy REIPPPPõs community ownership 

requirements (to the best of our knowledge) despite no explicit  requirement to do it in this way . For the trusts 

established during the REIPPPPõs first four bidding rounds, projected dividend flows amount to R27b n over 

the 20 years of their associated projectsõ implementation agreements (IAs)33. Unlike other countries 

implementing versions of shared reve nue models, in South Africa citizens do not have direct shareholding in 

the REIPPPP and thus do not benefit directly. Instead, asset -holding is through community trusts that hold a 

stake in project companies. The project companies are not the IPPs themselv es, but rather special purpose 

vehicles (SPVs) set up to construct and operate individual facilities 34.  

Early work on the community development aspects of the  REIPPPP35 shows ubiquitous dysfunction. This 

includes:  

¶ Staff at IPPs who are charged with SED work and/or with establishing and working with community 

trusts typically have limited experience of community development work. They often do not have 

sufficient capacity (in terms of time and resources) to engage wi th it properly either.  

¶ Very little guidance provided by the IPPO or the Department of Mineral Resources and Energy 

(DMRE) on how to set up a trust, how to consult  with communities and manage participat ory 

 
30 Dwivedi and Dwivedi, Community Participation in India.  
31 IPP Office, IPPP: An Overview .   
32 Overy, Ownership in the  REI4P. 
33 The 20-year implementation agreement (IA) is signed between the IPP and the Department of Mineral Resources and 

Energy (formerly the Department of Energy). The IA specifies the tariffs Eskom will pay the IPP for electricity. It also sets  

out the ED commitments the IPP will have to comply with: both the SED spending and the details of trust establishment 

and shareholding.  
34 The introduction of community trusts was intended to ensure black participation is locked in over the longer term. 

Experience in other parts of corporate South Africa had demonstrated that compliance status with policy requirements 

for a set proportion of black shareholding could easily be lost when individuals chose to sell their shares. Moreover, 

community trusts could potentia lly secure the more òbroad-basedó participation of South Africans in the economy.  
35 Wlokas, Review of the Local Community Development Requirements .. 
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processes,  or how to measure and demonstrate the social i mpact  of community development 

work . 

¶ Actual data on social impact and the amounts spent by trusts is difficult to find. Government 

officials in provincial and local governments of varying levels of seniority struggle to access 

information from the D MRE, the IPPO and the funders of trustsõ shareholding (often development 

banks). This means they often cannot play an oversight role or get involved in the trustsõ and IPPsõ 

planning processes and coordinate their own work with them.  

Å Where data is availab le, it is self-reported data from the IPPs and trusts. There is very little verification 

of reported data from the IPPO.  

Å IPPs tend not to collaborate with each other in their community development work despite often 

working in the same areas.  

Å Finally, co mmunity engagements are often rushed and/or insufficient. In planning for their work, IPPs 

and trusts will often work closely with external, private consultants rather than people from within the 

communities. This has made it difficult for communities to s ee the trusts as their own, or to view the 

IPPs as part of their communities.  

Defining a standard for successful trusts  

We condense the major insights from our literature review into the framework below. The framework defines 

a standard for what successfu l community trusts around the world 36 ð regardless of their considerable 

diversity ð tend to do.  

 
36 Additional references for this section include revi ews of successful trusts by the IFC , Establishing Foundations ; 

Mal ombe, Community Development Foundations ; Sibanda, òCommunity Foundations in South Africa ó. 
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Figure 3: A standard for successful community trusts

 

1. Firstly, the trusts have ð either independently or in collaboration with their sponsors ð a good 

understanding of the needs in their communities and of their own capabilities. This translates into a 

clear vision for the role the trust will take in contributing to th e development of its community.  

Examples include:  

a.  Capacity development for civil society ;  

b.  Grant -making and endowment building ; 

c.  A convening role to build participatory capability and connect people ; 

d.  Direct implementation of programmes . 

2. Whatever role is cho sen, successful trusts take community participation seriously. Ensuring that 

community members see the trust as their legitimate representative and custodian of a shared asset 

requires deep, continuous engagement between trusts and communities.   In the set up phase, 

consultative processes in successful trusts can take up to two  years . Rushing these processes can  

lead to unrepresentative governance structures, a lack of community acceptance , raised 

expectations and duplication of efforts.  

3. Trustees are appointed who are both capable of organising and carrying out the trustõs work and 

seen by the community as their legitimate representatives.  Between them, they also have a diversity 

of e xperience in grant -making, financial management  and  development work . 

4. Successful trusts collaborate with other developmental actors. These actors could be local 

governments, other trusts or NGOs, local companies, or anyone who  works in the social 

development space.  
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5. Income diversification is also important. A reliance on one source of income ð for example dividends 

from the  company they have stake in ð does not promote longer -term sustainability.    

6. Successful trusts are accountable to their communities and other stakeholders, including 

gove rnment. They are also able to respond to changing economic and social dynamics and to 

build on their successes and learn from their failures. This is made possible by solid monitoring and 

evaluation (M&E) . 

7. Finally, setting up trusts can take a long time. I t is crucial to build goodwill during the setup period  

when trusts may not have enough money available to carry out their mandate in ways that are 

immediately obvious to their communities.    

A central question for this research is therefore, are the REIPPP P trusts doing these things? The next section 

describes how we applied the standard above to answer this question.  

 

Methodology  

 

To begin, we compiled a list of all projects that successfully bid during the first three REIPPPP bidding rounds 

and used this list as our sample frame. This gave us 64 projects, along with their associated trusts 37.  

The preferred bidders in the first bidding round entered into agreements at the end of 2012; those in the 

third round were announced at the end of 2013. Seven to eig ht years had thus elapsed between 

implementation agreements being signed and the start of our data collection. For many of these projects, 

this is enough time for the (a) commercial operations date (COD) to have been reached and (b) for 

income to begin tri ckling into the trusts. The fourth bidding window was concluded only in 2015, so we 

excluded these projects from our sample.  

In our view, a reasonable sample would consist of a third of these projects. We started by reaching out to 

the IPPs themselves and  asking to be put in touch with people who were involved in setting up the trusts  

associated with their project(s). These were mostly economic development (ED) managers and other senior 

management at the IPPs. In some cases these individuals worked at larg e developers that had set up many 

projects and trusts; in these cases we focused our conversations on the details and experience of a single 

trust that the interviewee(s) believed would be most illuminating, complementing this with information about 

other trusts if that would help to flesh out a particular point (for example, following different strategies in 

different communities due to contextual differences). These individuals then referred us to those involved in 

ongoing trust work ð for example, indepe ndent trustees, community trustees, IPPõs community liaison officers 

and ED staff ð for the second round of interviews.  

Our data collection began in August 2020. At the time, the country was under level three of the national 

lockdown due to the Covid -19 pa ndemic. Our research team is based in Johannesburg and inter -provincial 

travel was prohibited for all but essential workers. We conducted all these early interviews over Microsoft 

Teams or Zoom.  

A third round of data collection began in November 2020. By this point, the lockdowns had been partly 

lifted with the country at level one, allowing interprovincial travel. The project leader conducted site visits 

and visits to IPPsõ host communities. These visits helped to get a much more detailed understanding of the 

context within which IPPs operate, at least in the six communities visited. The map below illustrates the route 

taken over the course of two weeks.  

 
37 To the best of our knowledge, only one of these projects ð the Hopefield Wind Farm ð established a non -profit 

company rather than a community trust to satisfy the REIPPPP community ownership requirement.  
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Figure 4: Lockdown level one fieldwork route  

 

 

All interviewees were fully appr aised of the purpose of this research and its potential uses. All interviews were 

recorded, transcribed and stored securely. Most interviewees elected to remain anonymous in our 

reporting.  

During the fieldwork in November we also had more informal, sponta neous conversations with people in the 

communities visited. These ranged from people living in RDP houses that had been improved by an IPP in 

Hopefield; grant recipients at a SASSA (social security) office in Pofadder after speaking with municipal 

workers at a hotel next door; workers at restaurants, wine estates and service stations in Vredendal and 

Kakamas; and parents waiting outside a school in Saron (next to Gouda). These interviews were not 

planned and not recorded. But in each instance a loose script  was followed where individuals or groups 

were asked if they knew of the particular energy facility and the associated trust, and if they had any 

opinions about their operations and their contribution to their towns. Because they were not planned they 

cann ot be seen to be representative of the views of these communities. They do, however, provide useful 

snapshots of how particular people who could be benefiting from the social aspects of the REIPPPP are 

experiencing the programme. In none of these instances  did we come across people who were direct 

beneficiaries of either trust work or IPPõs socioeconomic development and enterprise development work. 

Finally, we have written three short case studies to conclude the findings section. The aim of these case 

stud ies is to show, with sufficient detail, innovative approaches to trust work, and/or to provide a view of 

what successful trusts look like. These case studies were compiled using multiple interviews with the types of 

interviewees identified above. In additi on, we were either introduced to or provided with contact 

information for direct beneficiaries of the trustsõ work, and we interviewed these people as well.  

Full interview transcripts, and interview notes for the shorter interviews, were analysed thematic ally 

according to the seven dimensions of our standard for successful trusts . We were careful to ensure this 

approach did not exclude data or insights that did not fit neatly into this framework and we note these 

where appropriate.  

In total, we spoke to 108 people:  
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Table 1: Summary of interviewees  

Interviewee type  Number  

Employee s at IPPs and/or trustee s 48  

Experts 5 

Local politicians/bureaucrats  22  

Direct benefi ciaries of the case study 

trustsõ work 

8 

Community members  25 

Total 108 
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Findings 

 

Articulating a role  

Trusts that do well tend to have found a clear role or purpose . Trust staff have extensive knowledge of the 

characteristics and needs of the communities they intend to serve. They also understand their own 

capabilities (and limitations)  and how these can be wielded for the benefit of the community. Finally, what 

exactly òthe benefit of the communityó is, or what òcommunity developmentó might look like, are 

embedded in a vision for the trust.  

For trusts that are brought to life through a corporate transaction, as in the REIPPPP, this discussion requires 

more nuance. These trusts do not develop organically through a process of community members identifying 

a problem and organising to solve it. I nstead, the impetus for trust establishment comes from a company ð 

the IPP ð that is outside the community. However, the  trust eventually (usually) becomes an entirely separate 

entity.  This is indeed the intention of policymakers: trusts are vehicles for a sset-holding by communities and 

as such, community members should actively own them and drive their agendas.  

All our interviewees at the IPPs share this view. But in the early stages of a trustõs life, when decisions around 

role and vision are taken, IPPs  can play a large role and help the trust to get off to a good start. In cases 

where IPPs maintain seats on trust boards, a (reduced) influence can remain in the longer term.  

In our sample of IPPs and trusts there is wide variation in how and when the trus tõs role and vision is 

conceptualised. Many IPPs take an active role during the bidding period to put the trustõs building blocks in 

place. Trust setup involves consulting with communities or experts around needs, identifying trustees, putting 

a trust deed  in place, registering the trust and establishing a holding company for the trustõs shares. Some 

IPPs do all this work ð even registering a trust ð before knowing if their bid is successful.  This is often done for 

competitive reasons , believing it would be  advantageous for bid assessments to have everything in place 

already. B ut we found some confusion  in some cases in t hinking this had to be done for bids to be seriously 

considered by the IPPO.  For other IPPs, the bulk of the work is done pre -award in the form of a òshadow 

trustó that is only registered if a bid is awarded.   

Below we outline some examples of how staff at IPPs who were involved during the setup phase contributed 

to defining the trustõs role. 

One trust, recognising the financial constraints imposed on it by the financing of its shareholding, has taken 

a facilitative role. Rather than attempting to carry out substantial projects on its own, it uses its limited 

income to do capacity building  work. For example, it supports small businesses to fi nd procurement 

opportunities and helps them to prepare for those opportunities, such as sourcing equipment. Another trust 

has built collaboration into its ways of working for similar reasons ð knowing the trustõs limited financial 

resources and skills requ ires a working model that seeks to find appropriate partners to scale projects. This 

can include local NGOs and local government.   

A large IPP with facilities and trusts in multiple areas chose the capacity -building role in one of its smaller 

communities and a fundraising role in a larger community. This choice was informed by a careful mapping 

exercise in both areas to establish what actors already existed in those areas and what kind of 

developmental work they were doing. In the larger community, an alre ady vibrant NGO sector that was 

running diverse programmes could be best supported by the trust providing assistance with fundraising  and 

by strengthening networking and collaboration . In the smaller community, smaller NGOs would require 

support in buildin g their capacities and the trust would itself have to become an active implementor of 

programmes.  

Separately from trust establishment and ownership, IPPs are obliged to spend 1.5% of their revenue on 

activities promoting socioeconomic development (SED) and  enterprise development (EnD). This is 

effectively the same kind of work that trusts are expected to undertake (from this point we refer to all of the 

developmental work of the IPPs and associated trusts as economic development, or ED, work). So, the roles  



Communities in Tra nsition    23 

 

 

 
  www.intellidex.co.za  

identified above frequently apply to the SED and EnD work as well. For this reason, several IPPs and trusts 

have taken a collaborative approach. For example, an ED manager and trustee in the Eastern Cape said:   

òMy vision is that the trust could look at more long -term type projects and the economic 

development obligations of the IPP would be for short -term projects that support that long -

term visionó. 

Some IPPs and trusts manage to sustain good working relationships that allow this type of collaboration 

while also maintaining a clear separation between the IPP and the trust. Many others do not, and we 

explore these tensions in more details in the òtrusteesó and òcollaborationó sections.  

In the articulation of these trust (and sometimes also IPPõs SED) roles, several strategies are employed ð for 

example community mapping exercises, participating in local governmentõs social platforms where 

development actors come together to discuss community needs and developments and, more commonly, 

needs assessments. Al l these strategies require either research work or consultation with communities, both 

of which take time and can be costly. In our sample we find that IPPs often commission needs assessments 

from external consultants, for example, academics or development  agencies:  

òWe employed a service provider to do that , and our understanding is that our service 

provider was developmentally inclined, and would know what to do developmentally . It was a 

new industry and we thought that by outsourcing it  é, because none of us were specialists. I'm 

an accountant, so I don't know anything about  ... at that time, I didn't know anything about 

development .ó 

Usually these assessments are technical exercises, with or without the participation of community members 

in data co llection and interviews. Sometimes a less formal approach is taken by IPPs: communities are 

consulted more informally and shared conceptions of need and development are developed. This 

approach has shown some success and proves that needs assessments need not be overly academic, 

technical exercises that are very expensive and conducted by experts. Participatory needs assessments 

can accomplish two goals: they can steer the trustõs purpose and role and initiate the process of building 

relationships with comm unities (which we unpack in greater detail in the next section).  

However, many IPPs donõt conduct needs assessments. For example, we asked an ED manager of an IPP 

that was involved in setting up a trust in a relatively large community and who remains a tru stee, how she 

saw her companyõs role in the development of his community. Her response was: 

òIn the case of the trust we'll simply never be able to do that  [develop the community] , I mean 

if there's a million people to look after  ... the budget allows us t o only do so much .ó 

Her trust took the  decision to simply focus on education without doing a needs assessment because of a 

feeling that the ability to contribute was limited by the size of the community and of the associated needs. 

She also felt they would  be spending millions on consulting everyone instead of spending on actual 

projects. After all, how do you reasonably expect to work with a òcommunityó when that community is 

made up of hundreds of thousands of people and interests? This is a logical argum ent. But failure to consult 

widely and to co -develop a vision can ð and in this case did ð open up space for other, and potentially 

more self -interested actors,  to cause significant disruption in attempting to steer the trust to their own ends.  

Others hav enõt given much thought to how exactly trusts (or IPPs) will contribute to community 

development. In some cases, this work of developing a vision and ways of working is left entirely to the 

trustees. This is often due to financiers of the trustsõ shareholding having set procedures for going about bids 

and trust planning . At bid stage only basic information is included about the proposed trusts, for example 

the beneficiary area and rules for trustee appointments. The intention is that the IPP and funder will  assist 

with elections and appointments of trustees, and after that the trustees will take over the work of figuring out 

how they will make the trust work.  

We have seen in several cases where in this model, trustees are elected before COD but no strategic  

planning is done until income becomes available. So, trustees do not consult or conduct needs assessments 

because there is no money to do so while trusts are still paying off loans. This leads to drift and apathy not 
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only among trustees but in their commu nities, who see no reason to engage with the trust or attach any 

aspirations to it.  

This reflects a wider trend where trusts are set up chiefly for compliance purposes, without any real 

expectation (among IPPs and trustees) that they will change anything in the communities they operate in. 

IPPs donõt invest in consultation or research and make unilateral, ad hoc decisions about spending and who 

gets to serve on the trust (trustee section). This approach saves the IPPs money. We have also seen this 

limited engagement approach when IPPs have had conflictual or negative experiences trying to engage 

communities (which we explore more in the next section):  

òéif you found yourself being held for ransom and locked up in community halls by its 

members in the past, do I blame you for going into a risk averse process for trust setup? Not 

necessarily. Especially when I know what your budget is to attend to it. ó 

A compliance approach perpetuates traditional top -down philanthropy where communities are treated as 

passive beneficiaries of largesse from a distant entity (the IPP or the trust) taking decisions on its behalf. This 

in turn increases the danger that community ownership in the REIPPPP exists on paper only. It also works 

against the key advantages of community tru sts: that they are vehicles to promote bottom -up, 

participatory  development that allow disadvantaged communities to begin organising and taking greater 

control over their development.  

On the subject of compliance, one of our expert interviewees noted that  in the mining sector, regulation 

around trust establishment was introduced òas an afterthoughtó in an attempt to rectify decades of 

conflictual relationships between the mines and their surrounding communities. This has resulted in òtrusts 

[that] arenõt really sustainable, they just turn on cash taps now and then. [There is] no real planning, lots of 

duplicationó. The REIPPPPsõ requirements for trust establishment at the outset represented an attempt to 

avoid the repetition of these mistakes in the renewab le energy sector. But the pattern does nonetheless 

appear to be repeating. He also said:   

òA lot of it [trust setup work] is kind of... has been quite cynically done as a way of just raising 

the equity cheque from banks in the past, and not really giving d ue consideration to the 

actual fact that there's an actual shareholder on the side, which happens to be the 

community in which the project is located. ó 

Another expert who works with multiple trusts and IPPs argued that the compliance mindset was particular ly 

evident among South African project developers . International companies seem more influenced by 

thinking around sustainable and responsible investing, and by shareholders that are more conscious and 

demanding of ESG -compliance 38. In South Africa there is also a lot of cynicism, perhaps due to decades of 

failing social compacting and the failure of multiple democratic developmental frameworks to 

meaningfully spur social and economic development.  This has led to a sort of malaise that is difficult to 

work through, even among òstruggle veteransó.  There is not enough desire to change the status quo.   

We end this sub -section with a discussion of potentially promising new direction in the work of the trusts. Two 

of our IPPs ð in their  SED and trust work ð have begun to move away from needs -based approaches to 

development and towards asset -based community development (ABCD). This recognises that trusts could 

long outlive the IPPõs presence in the community (the standard 20-year licence period as per the 

implementation agreements). Without the income derived from the IPPs, and without the IPPõs SED 

spending, would community members be able to sustainably promote their own development? They both 

feel that a continued focus on needs doesnõt promote this, instead encouraging passivity and 

despondency where needs are so great. It also promotes discord and intense competition over the limited 

funds available.  

One of the ED managers for an IPP with facilities in the Northern and Western Cape tal ked us through how 

she has applied the ABCD methodology in a clear and cohesive vision for the development of the 

communities she operates in. She sees the IPP ð and later the trust ð as having a supportive role in the 

 
38 The sustainable investing movement is beginning to gather greater momentum in South Africa. See for example, 

Theobald et al, Investing for Impact  and Khan et al, Social Impact Bonds in South Africa .   
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development of existing community ass ets that can be leveraged for better social outcomes. She sees this 

as a more respectful, positive approach:   

òDevelopment is not about what we do for them but rather what they do and how we support 

themé what we find is that these communities have been surviving. Sorry to use that word, 

because it doesn't sound positive, but they have been out in the rural areas of the Northern 

Cape for decades and they've been fine. Right. People come in from a town and say, ôshame 

they don't have this or that õ, and say ôit's a disasterõ. You immediately say to yourself that these 

people are not capable of anything, because you look at the fact that they only have a 

gravel road. Well, it doesn't mean that there isn't, that the people that came from that town 

didn't excel in their lives, it doesn't mean that. And it takes away from what they're proud of 

and what they as a town can achieve. I think that's part of the shift in our methodology .ó 

The ABCD methodology begins with workshops where communities identify five sets of  assets, and how 

these assets can be supported with SED spending. The IPPõs ED team then supports community members to 

adapt these ideas into applications for the SED funding:  

òSo if you are looking after the elderly in the community, and that's what you've been doing 

for the last couple of years out of your own pocket, and you never asked anybody for help. 

Then we say, well, you are using your passion for the elderly to assist oth er people and we will 

then assist you.ó 

Apart from successful applications for funding, s uccess has also been seen in people forming groups of 

common interest after these workshops. These include construction , youth and womenõs groups who work 

more collabo ratively than during the competitive spirit that dominated during the phase  when 

programming was informed by the needs approach . And although the ABCD methodology is now applied 

to the SED and ED work that is carried out by the IPP, the ED manager intends for this to lay the groundwork 

for the trust. When the trust has eventually paid off its loans and can begin doing its work, the community will 

be ready to apply this strengths -based methodology:  

òThese grants are from the ED and SED funds, which ha ve got nothing to do with the trust 

money. One problem with the needs approach : there is no accountability. You just needed 

ôthisõ. There's nothing you need to do for it, nothing that you need to show for it. And the ABCD 

methodology turns that around and says wh at are you going to do to take this forward? And 

that means that when this is embedded in the community, when the funds start flowing into 

the trust, the trust can ð we can't tell them to use this methodology, but this would be a 

methodology that is then e mbedded in the community. ó  

Community engagement  

Engaging with communities is important in the early phases of a trustõs life for defining its purpose. But after 

setup, and whatever role is chosen, consistent and continued engagement, or communication, wit h 

communities is critical. It ensures that  trusts and their associated IPPs know their communities and remain 

accountable to them.   

But more often than not, meaningful, ongoing engagements between trusts and IPPs on the one hand, and 

their communities on the other, does not happen. Institutional factors play a large role in this:  

òDo we have under REIPPP P currently the opportunity to have sufficient ly lengthy and deep 

conversations? No. The funding conditions, the loan structuring, the way t he funds are 

financed through development institutions, it doesn't allow for sufficient workings to be 

established within the trust, in the early years specifically. So that's a huge problem and 

challenge. ó 

We described these institutional details in secti on 1. But beyond that, sufficient engagement often does not 

take place simply because it is difficult.  
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In every instance, though the degree of deprivation may differ, IPPs establish themselves in communities 

where poverty and unemployment are rife, and whe re often there isnõt a great deal happening in terms of 

economic growth and diversification. The arrival of IPPs therefore builds substantial and often unrealistic 

expectations about how the IPPs and associated trusts will bring change to these communities . When many 

of these expectations are not met, conflict or disengagement are the result.  

The first expectation that many of our community interviewees express is that the IPPs, in the construction 

and ongoing maintenance of their facilities, will employ l arge numbers of local people. This often doesnõt 

happen due to the specifics of certain facilities which require small amounts of unskilled labour. In other 

cases, IPPs bring in external workers to construct facilities. This applies even to unskilled labou r, which is 

abundant in poorer communities. In addition, in many of our interviews with IPPs and municipalities, we were 

told that many people expect that the presence of the new renewable energy companies will bring 

opportunities for learning and skills d evelopment. This very rarely takes place.  

The trusts also come to carry the weight of the communitiesõ expectations, though in different ways. Almost 

everywhere, communities expect that trusts will get to work at the time that they become aware of their 

existence. This is typically during the early consultations in communities, or announcements that trusts will be 

established, and/or during consultations to nominate and/or elect community trustees. There seems to be a 

widespread failure to properly communi cate how trustsõ shareholding is financed and that this requires long 

waiting periods before any income will flow into the trust and the community. The many years of inactivity 

and then often only small -scale programmes have led to accusations of dishonest y and even corruption; of 

businesspeople stealing money that is meant for communities.  

Yet another common area of confusion is in the distinction between the IPPsõ obligations in terms of their 

SED and EnD spending and the trustõs work. Seeing IPPs spending SED money has in some cases reinforced 

the narrative of corruption, especially among those who see themselves as having lost out to support: the 

IPPs clearly have money available so why is the trust not doing anything? This is especially so where 

commun ities are fatigued by corruption in general, from government and also other developmental actors 

making promises:  

òWe have seen in and around that community , where there's been a trust, there was money, 

but the money went missing and nothing was actually d one.ó [IPP representative, Northern 

Cape].  

Some misunderstand the trust vehicle, believing that ownership of the new asset will translate into the 

disbursement of grants from it.  

Another set of expectations is more negative and sets the stage for discord from the very beginning. These 

relate to historical patterns of relationships between business and communities. In the areas we visited, for 

example, the public image of farms and mines is, and always has been, overwhelmingly negative. The 

companies and, b y extension, their trusts or foundations are viewed as exploitative. The appetite for 

participating in community engagements led by business where these feelings are particularly strong is 

therefore low to begin with. The institutional problems of the REIP PPP ð particularly the financing of the trusts 

and long delays before trusts become operational ð do nothing to build confidence and to assure 

communities that, this time, relationships will be different.  

When these very diverse expectations are not met, a nd when misunderstandings are not cleared up, this 

can create a sour taste that is very difficult to change. These negative feelings express themselves in 

communitiesõ disengagement from the IPPs and the trusts, and a lack of interest in their operations. In two of 

the communities where we did fieldwork, this was abundantly clear: the universal finding was that people 

knew the IPPs and the trusts but did not see any potential whatsoever for them to contribute to the 

development of their communities. A commu nity liaison officer from an IPP in the Northern Cape said:  

òWe never got a hall full to capacity  [after the initial engagements] ... perhaps it's a matter of 

meeting fatigue. The excitement of these companies coming in, solar is new, it's renewable 

energy - that started dying down é I know one of [the initial expectations]  was that as soon as 

these facilities are constructed, we will not pay for electricity anymore, or it will be cheaper, 
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stuff like that. Because in 2014, 2015, perhaps part of 2016, the comm unity meetings... we had 

some attendan ts. But gradually, it started dipping, [and eventually] people didnõt pitch for 

meetings é. I'm not sure whether the communities are  aware of what the role of the trust will 

be one day, and also the type of money that m ight be flowing into those communities, when 

dividends are declared. And for them to ready in terms of what it is that they want to see 

developed within their communities, with money from these projects. ó 

This quote reveals another reason for disengagement : the failure of IPPs to meet a very immediate need ð 

cheaper, reliable electricity, and to live up to the excitement of a new and potentially sustainable 

economic sector. We found this expectation in almost every community. We revisit this reasonable 

expe ctation, which IPPs nonetheless have (almost) no power to do anything about, when we discuss the 

Hopefield Wind Farmõs SED work in sub-section 7.   

Disengagement is not the worst that can happen. In other communities, mismanaged expectations have 

led to ov ert conflict. Examples include stoppages to construction due to protests, marches by local business 

to IPP and government offices, community meetings being sabotaged and even company representatives 

being held hostage. In other cases, individuals see oppor tunities for personal enrichment and attempt to 

capture trust meetings and processes.  

The only way around this is to communicate more and to communicate better. One of our expert 

interviewees noted that c ommunication òreally requires firms to grow this muscle, that [they] possibly didn't 

anticipate growing when [they] started the businessó.  She went on to say:  

òConstant, clear, reliable, committed [communication is key]. I'm not saying you must just sit 

and listen to everything and never make any decisions . There are very clear spaces for having 

boundaries, making decisions, even having tough conversations and conflict, actually, is such 

a friend of any relationship. I mean, the rules [that apply in]  friendships or marriages or in 

general community, even ne ighbo urhood relations, also apply to company -community 

relations. And you can win a lot by having a sound grievance mechanism, by having clear 

channels of c ommunication . How do you update the people living around your project about 

p roject p rogress? Do you have notice boards? Is there a newsletter? Does everyone get 

email? If people don't have email how are they informed? You know, do you have certain 

community fora? Like there are certain practices you can put in place quite easily. I'm not 

saying you must predetermine what those practices are, but you need to have a practice 

framework that allows you to have someone in charge to determine  what channels of 

communication are most appropriate to the given place, and then resources to set them u p 

as much as possible, and then follow through, and then learn and reinvent and learn and 

grow with the area and the conversation. ó  

There are multiple recommendations here, several of which we have seen applied successfully during our 

research.  

The first is to try and communicate with people using established channels. These include community fora. 

One ED manager, for example, very early on approached her municipality and managed to secure the 

IPPõs presence on its monthly community forum. The second is that IPPs dedicate permanent resourcing to 

community engagement. Many IPPs and trusts do this. But we have seen how the absence of this can 

create difficulties. At one IPP, the person charged with SED and trust engagements has a full -time job as an 

electrici an at the facility as well. The community work is seen as an afterthought by the IPP; as something 

that can be done easily in spare time. But the work is time -intensive and draining. She spends a lot of her 

time ð including at her home ð dealing with griev ances and just maintaining the relationships in the 

community that allow her trust and SED work to continue.  In another IPP, staff were hired at the very 

beginning to do this work ð for SED and trust setup ð using IPP funds. It can be hard to budget for a nd argue 

for this resourcing though:  

òAre they allowed to take a 4x4 [vehicle] on hire to go to the funeral of the chief's son? 

Because they know they need to do this as a practitioner from a developmental perspective. 

But it's, it's not planned. It's not part of any metrics. It certainly can't be easily argued to 
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someone who says, well, I'm going to go to site and I need to replace these five screws on the 

turbine or something. ó 

Other recommendations from our interviewees include being consistent:  

òI think what we've realised, what you say is not necessarily what they want to hear, and that you can't 

change. But that doesn't mean that you must not be consistent with the messageé. you're not going to 

make everybody happy. But you need to be consistent. You n eed to treat everybody the same.õõ 

Extending this consistency to strict and standardised application and grant processing procedures has also 

helped her in dealing with, as another interviewee called them, the òtenderpreneursó, or people trying to 

capture trust money for their own enrichment. This includes strict guidelines about the types of projects that 

are eligible for support, for example, òbroad-based projects for the upliftment of the entire community and 

helping as man y people as possibleó. When faced with such procedure, eventually òchancersó begin to 

lose hope and become less of a problem.  

As described in the preceding section, another way to possibly avoid disgruntled issue groups causing 

problems would be to engage  widely such that enough and diverse community support exists to 

counterbalance any specific grievances. In cases where conflict is simply unmanageable, neutral 

mediation is required. National government should be playing more of a role here, though we are  aware of 

instances where the IDC (a financier of several trustsõ IPP shareholding) has done this successfully. 

Another winning strategy is to have a functioning grievance mechanism. One ED manager who also serves 

as a trustee has established regular òtown halló meetings where people have an opportunity to speak 

openly, or òventó, about anything that concerns them about the IPP and trustõs work or about 

developments in the town more broadly. Her experience is that this has improved relations markedly.  

Finally, there is a danger of doing too much consulting in areas where there are many IPPs or companies 

that are all trying to do similar developmental work.  

òNow you've got, I think it's five different wind farms in operation that have got those four 

benefici ary communities and that need to deploy their enterprise development and 

socioeconomic development funding into those communities. And each of those IPPs has a 

community trust. So there's quite a lot of fatigue, to be honest , within the communities, 

becaus e every  time there's a community meeting, it's like another community meeting about 

another community trust. And they've heard this and they basically don't see the difference 

between [X] Wind Farm and the [Y] Wind Farm. They're all the same. ó 

 

Trustees 

Trustees are responsible for the ongoing administration and governance of the trust. Capable people who 

know their communities are vital to ensuring the trust functions effectively.  

There is wide variation in the composition of the boards of trustees that we  studied. Only a minority has a 

majority of trustees that have been selected from the community itself. Most trusts have minority local 

representation on boards, often with only one trustee selected locally. The remaining places are typically a 

mix of IPP representatives (though IPPs sometimes choose not to do this), representatives of funders (like the 

DBSA and IDC), who always appoint a trustee to projects they have financed, and finally, òindependent 

trusteesó. Independent trustees are appointed from outside the communities. They are usually selected 

because of the desire to have impartial and skilled individuals guiding the trustsõ work. In many cases 

independent trustees make up the majority of trustees.  

There is also wide variation in the methods of se lecting these trustees. At one extreme are those IPPs who 

confer decision -making authority entirely on the communities. The IPPs will convene and manage meetings, 

but nominations come entirely from communities, who then elect the final trustees from the al ternatives. At 

the other extreme, communities have very little say over who the trustees are. Only one seat is available for 
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a community representative and this representative is chosen by the IPP or by the project funder. Between 

these extremes are severa l combinations which we will explain below.  

Every approach has its dangers, which we outline in the next section.  

 

Inappropriate trustees  

When the process of appointment of trustees is unstructured and left entirely to communities to manage, a 

danger is t hat trustees will be selected who either represent very niche interests or who do not have the 

requisite skills. Below we outline two cases where this has occurred.  

In one trust that was established in 2016, trustees were elected through an open process. C andidates were 

nominated by community members at community meetings. Only two candidates were nominated, and 

these two were elected un contested by the community as the trustõs two community trustees alongside a 

trustee from and appointed by a DFI. In the f irst two years no income was available to the trust as facilities 

were being constructed. At COD, the first trickle dividends flowed into the trust. Over R1m has become 

available to spend in the last two years. However, only R50,000 has been spent ð on a s ingle event.  

The first reason for this is that a bank account was not opened by the trustees until long after dividends were 

declared. The absence of income in the trust prior to this point, and the absence of payment for their work 

(at the time of electi on they believed they would be serving in paid positions), left trustees without sufficient 

motivation to do any preparatory work. The second reason is that, in the words of an ED manager, the 

trustees òdonõt understand their role, what is expected of themó. A promised induction meeting by the DFI 

that financed the trustõs shareholding, which would explain to trustees what their role is and assist them to 

get started in this role, has not happened (we are unsure of whether this is due to the DFI not extendi ng the 

invitation or to the trustees refusing it). Similarly, the ED manager has attempted to reach out to the trustees 

to talk about these issues.  

However, if trustees do not take the initiative or respond to communication, there is little that IPPs can do to 

influence an autonomous entity, especially when they do not retain a seat on the trustõs board. Another 

interviewee at the IPP said he had tried to encourage the trust to report on their activities, hoping this would 

encourage the trustees to do work  that could be reported on. But he was told that this isnõt his business. 

Finally, even if the trustees were more motivated and better understood their responsibilities, they are still 

regarded by interviewees at the IPP as not having the skills in project  and financial management to do the 

work. The lack of work done to date seems to validate this assumption.  

An interviewee at one of the DFIs told us that they do have selection criteria for trustees, but these probably 

donõt go far enough. The only non-neg otiable qualifications are for trustees to have a matric (school -

leaving certificate), to be of sound mind, to not have a criminal record and to not be holding high public 

office (local level ð such as ward councillors ð are permitted). This DFI has a plan  to  develop training 

manuals for trustees , but this hasnõt been fully fleshed out yet. It would include topic areas such as record -

keeping, fin ancial  mana gemen t and g overnance  ð skills that are transferable to other contexts (like school 

meetings or other community associations).  

The second case illustrates what appears to be the appropriation of a trust as a platform for party political 

contestation. The IPP in this case had placed a restriction on trustee appointments that prohibited elected 

politicians ( like mayors and ward councillors) from standing as trustees. The rationale for this was that 

individuals serving as both community trustees and public officeholders would blur the distinction between 

public service delivery and the work of the trust.  But according to interviewees at the IPP, councillors still 

managed to sway election processes to ensure allies were elected at the first trustee election. This was 

achieved by extensive campaigning prior to the meeting and selectively inviting certain groups to the 

election meetings. At the second trustee election ex -councillors used the same tactics to get themselves 

elected to the board of trustees. These manipulative tactics are evident in other places as well.  

However, neither side ever achieved majority r epresentation, leading to seemingly endless infighting. The 

result has been that this trust has not done any work over the past few years despite the availability of 
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substantial income. The exception was during the Covid -19 lockdown when trustees distribut ed food 

parcels. However, they did so in the name of their respective party affiliation (ie, these parcels are from 

party X) rather than the trust (perhaps as a campaigning strategy for elections).  

 

Institutional constraints on trustees  

In other cases, we  found that community trusteesõ lack of motivation or failure to carry out much work is due 

to various institutional failings rather than serious individual failings.  

In one telling case, elected community trustees have taken a long time to get any work d one. Since their 

election, a community liaison officer (CLO) from the associated IPP has worked with the trustees and tried to 

assist them in instituting governance frameworks and a vision for the work that the trust will undertake. 

However, neither the CL O nor the trustees knew ð for several years ð how long it would take for loans to be 

repaid and for dividends to flow into the trust such that real work could begin. In addition, the DFI that 

financed the trustõs shareholding required that the trust deed state that as soon as income was available, 

the trust would need to (a) appoint a trust administrator (a company or individual) and (b) ensure this 

administrator draws up a community development plan (CDP), which approximates a needs assessment, 

before unde rtaking any work. Finally, trustees are entirely unpaid.  

In this environment it is perhaps not surprising that trustees feel exasperated and demotivated. When there is 

no certainty about when money will become available, and when the trust deed requires t hat trustees wait 

and appoint someone external to do a needs assessment, it seems rather pointless to meet about work in 

undecided areas with yet -to -be -determined people at an unspecified future date. Somewhat bizarrely, the 

first set of trustees held regu lar meetings through their terms to do just this.   

After several years, and after most original trustees had been replaced, dividends were finally paid to the 

SPV holding the trustõs shareholding that were unencumbered: nothing had to go towards loan repayment 

and the funds could be paid directly to the trust.  But the trust did not have a bank account to receive the 

dividends. Opening a bank account for the trust required that the trustees ð some of which had been 

recently appointed after expiration of te rm dates ð obtain a letter of authority from the Master of the High 

Court of South Africa õs office s to act on the trustõs behalf (the legal office responsible for trust registrations).  

The first application for this letter was made over a year ago and has still not been processed. We found 

similar delays that prevent trustees from carrying out their work in the cases of two other trusts as well.  

 

Legitimacy  

Some IPPs stated that  in poor comm unitie s it can be difficult to find people who are skilled , highly 

educated , motivated , and willing to work without being paid.  But the common practice of keeping 

community representation to the bare minimum (one trustee) implies a belief that locals cannot be trusted. 

This exacerbates feelings in communities that  the trusts donõt represent them and are merely extensions of 

the IPPs, rather than entities representing their asset holding that they own and whose operations they can 

influence. There is also no guarantee that independent trustees are motivated to direc t their energies to the 

unpaid work of being a trustee, or that they know the communities well enough to make decisions about 

and for the people living there.  

An interesting approach has been taken by one of the IPPs that experienced problems with local, 

c ommunity trustees. The IPPõs associated trusts no longer  have  any  community trustees  on their boards; 

boards are made up entirely of independent trustees and trustees appointed by the IPP and DFI . The trustõs 

financiers had initially imposed the requiremen t that trust boards contain one elected community 

representative. The first difficulty IPPs faced was that this elected trustee rarely represented the entire 

community. The second was that, especially in small communities, conflicts of interest can substan tially 

reduce the work that the trust can do.  The quote below summarises these concerns:  




















































