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Why the negative reaction to 
“load shedding”?
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Supply does (can) NOT cover demand…
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My current research findings

• The impact of mismatch between electricity
supply and demand to economic growth

• The effects of electricity supply on attracting
Foreign Direct Investment (FDI) to the country
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Electricity demand-supply mismatch &
Economic growth 

• Our study examined the long-run relationship between the
mismatch of electricity supply and demand and economic
growth between 1985 and 2019 for the South African case.

5https://www.dailymaverick.co.za/article/2021-10-21-load-shedding-could-put-ancs-lights-out-after-
electricity-delivery-emerges-as-top-voting-issue/



Electricity demand-supply mismatch & 
Economic growth 

• In economic theory, any mismatch between demand and
supply (dis-equilibrium) inefficiency in the market
– Demand > Supply shortage (load shedding?)
– Supply > Demand surplus (overinvestment?)
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Electricity demand-supply mismatch & 
Economic growth

• Our study examined the long-run relationship
between the mismatch of electricity supply and
demand and economic growth between 1985 and
2019 for the South African case.

• Y=Af(K,L) (1)
• A=f(MM, T) – (2)
• Y=f(MM, K, T, L) – (3)
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Electricity demand-supply mismatch &
Economic growth 
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Findings and policy implications

• A rising surplus of electricity enhances economic
growth AND increasing economic growth is a
significant contributor to the rise in SA’s electricity
surplus.

• The mismatch is conducive for growth only when the
supply of electricity exceeds the electricity demand.

• Eskom’s ageing coal power plants pose another threat
to electricity supply security in South Africa (du
Venage, 2020) (unplanned maintenance costs)
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Importance of Foreign Direct Investment (FDI)

• Benefits of FDI:
– New expertise, technologies
– Human, physical capital
– Organizational methods and production patterns
– Economic growth

• How do investors decide the direction of their
investment?
– Conditions of host country
– Economic, market and socio-political stability
– Resources and energy
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South Africa: FDI and Electricity facts
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Findings and policy implications

• Electricity supply is a positive contributor to inward
FDI, and electricity prices are a negative contributor to
inward FDI, ceteris paribus.

• For South Africa, in the period 1985 to 2018, the
higher electricity prices (particularly from 2008
onwards) and the frequent disrupted electricity
distribution can be proven reasons that might
discourage FDI.
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Findings and policy implications (2)

• Interruptions have been affecting the local economy,
as the producers have to either lose revenue during
power cuts.

• Due to that and the rising costs of electricity, many
producers proceeded in exploring alternative types of
access to electricity and self-generation.
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Concluding thoughts

• Policymakers, industry, academia, households, businesses,
society, EVERYBODY AGREES South Africa needs new
solutions to existing problems.

• The electricity/energy sector problem is not a sectoral
problem.
– Reliability of electricity supply  Attraction of foreign

investment
– Electricity supply that services demand Promotion of

economic growth
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Concluding thoughts

• The 2021 load shedding waves (or possible 2022) … do
not have the same magnitude and impact to the 2007
ones…

…and hence, the solutions cannot be the same…

• But…

…the system can learn from actions that were taken (or 
not) in the past. 
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Thank you
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