
 

 

 

         16 November 2021 

 

THE MINISTER OF MINERAL RESOURCES AND ENERGY 

Samson Gwede Mantashe 

info@dmre.gov.za 

Dear Minister Mantashe 

RE: Reduction in Fuel Prices by Means of Deregulation 

1. We refer to the abovementioned matter and confirm that Solidarity is a 

registered trade union acting on behalf of over 200 000 members in a variety 

of sectors, collectively and professionals. 

2. As you would no doubt be aware, South Africans currently find themselves in 

the precarious position where many have not fully recovered financially from 

the destruction wrought by the Covid-19 epidemic. This has been particularly 

distressing in South Africa, where economic growth has consistently 

disappointed not only researchers and policymakers, but also the general public 

who bear the brunt of the consequences for sluggish economic growth in the 

form of excessively high unemployment and poverty levels.  
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3. With regard to economic growth,1 South Africa has averaged a miserly 0.3% 

quarterly rate of growth in the last decade (2011Q2-2021Q2) which represents 

a third of the rate of growth, namely 0.9%, which had been achieved the 

preceding decade (2001Q2-2011Q2) despite both periods containing two of the 

largest, sudden economic contractions in history.2 Moreover, the country’s rate 

of growth has slowed further in the past 5 years (2016Q2-2021Q2) to 0.2%. 

South Africa, consequently, has not only been subject to low economic growth 

in absolute terms, but the trendline for economic growth in one quarter relative 

to the quarter preceding it has also been declining. In other words, not only 

has South Africa been growing slowly in the past decade, its rate of growth has 

also been consistently slowing as time goes by.  

4. The predictable effect of hereof has been an increase in the rate of 

unemployment within the country. Unemployment has risen in South Africa by 

8.8 percentage points in the past decade from 25.6% in the second quarter of 

2011 to an all-time high of 34.4% in 2021Q2. 

 
1 Measured in terms of market prices in series data at 2015 constant prices, quarter-to-quarter, and seasonally 
adjusted. Data taken from Statistics South Africa. 
2 i.e., the contraction associated with the Covid-19 pandemic as well as the 2008 Global Financial Crisis. 



 

 

 

5. These factors have occurred whilst the cost of living keeps rising. One such cost 

is the fuel price, which currently stands at the highest levels in South African 

history. According to the latest CPI figures from Statistics South Africa, fuel was 

19.9% more expensive than a year before in September 2021. Since then, we 

have had massive price increases, specifically noting the increases of more than 

R1 on every fuel type at the beginning of November. 

6. Because fuel lies at the heart of any economy, it is of the utmost importance 

that prices should be as low as possible or at the very least should not be kept 

artificially high, to enable citizens to get to work and to enable a variety of 

goods and services to make its way to citizens. Although it makes up a 

comparatively small part of the CPI calculation, it impacts most other items in 

the so-called basket. 

7. It is in this light that we call on the department of Mineral Resources and Energy 

to urgently deregulate all fuel prices on both the wholesale and retail levels, 

and on the department of Finance to reduce the fuel levy. 

8. When the retail price of diesel was deregulated, we almost immediately saw a 

significant drop in prices. Currently, petrol is roughly 20c more expensive than 

diesel when we import it at R9.37 per litre. On the retail level, however, the 



 

 

 

price difference is often in excess of R2 per litre, with the lowest diesel price 

we could find being R16.66, a difference of R2.88 per litre, when compared to 

95 octane petrol. 

9. Deregulation has proven to be in the interest of the public, as has been 

demonstrated by the diesel price. We therefore call on the minister of Mineral 

resources and energy to deregulate petrol prices on both the wholesale and 

retail levels, and to also deregulate diesel prices at the wholesale level.  

10. It is our firm conviction that the continuation of the abovementioned 

regulations in terms of Section 2 (c) of the Petroleum Products Act amounts to 

irrational and inequitable actions and/or decisions on the part of the minister 

which may open said actions to a challenge in court. 

11. Furthermore, it warrants mention that the abovementioned cannot simply be 

rejected as strange notions which are entirely foreign to government. In the 

1998 White Paper on Energy Policy the same government whom you represent 

indicated that “The government believes that competitive market forces should 

determine prices.” 

12. The same document later explains that “Government intends to move away 

from price control with the achievement of suitable transitional milestones and 



 

 

 

arrangements. Control of industry margins, at wholesale and retail level will be 

removed and thereafter will be determined on a competitive and commercial 

basis.” 

13. With respect, South Africans can no longer afford to wait for such transitional 

arrangements as they have been for over two decades now. 

14. Our country is today amongst a minority of countries whose governments 

exercise the present degree of artificial price manipulation. To make matters 

even worse, whereas almost all other governments intervene to keep the price 

of fuel lower,3 our government insists on keeping the price of certain fuels 

artificially high – to the detriment of all South Africans who are still yet to 

recover from one of the most significant economic downturns in global history. 

15. In a recent publication by the treasury,4 it was noted “[t]hat the current 

approach to administered pricing is failing to deliver efficient cost-reflective 

prices – consistent with promoting the Government’s social objectives – is 

widely acknowledged.” 

 
3 Kojima (2013) “Petroleum Product Pricing and Complementary Policies: Experience of 65 Developing 
Countries Since 2009” The World Bank, Sustainable Energy Department, Oil, Gas, and Mining Unit. 
4 Verwys na verslag hier. 



 

 

 

16. The same report also notes: “It is easy for ministries to conclude that by 

intervening in the price-setting/control process they can promote the 

achievement of key social objectives without incurring any corresponding cost 

penalty and that this approach therefore offers a virtually cost-free route to 

pursuing these objectives. This is rarely, if ever, the case.” 

17. Treasury is not alone in their opposition towards the continuation of the 

aforementioned price controls, as the laudable work of several scholars from 

the United Nations University5 also points to the general inefficiency of our 

present approach. 

18. The same study notes that “For these reasons, together with the pressing need 

for lower-cost intermediate inputs such as liquid fuels in the aftermath of the 

COVID pandemic, deregulation has never been more propitious in the last 30 

years than it is in 2020.”6 

19. Given the overall inefficiencies identified by the department as well as the 

potential for greater economic growth and the reduction in costs presented by 

 
5 See Crompton, Sing, Filter & Msimango (2020) “Petrol price regulation in South Africa: Is it meeting its 
intended objectives?” WIDER Working Paper. 
6 My own emphasis. 



 

 

 

the proposal, we trust that your respective departments would consider such a 

proposal favourably. 

20. Moreover, given the abovementioned concession by the department of treasury 

that the policy of price controls with regard to fuel have failed to achieve their 

desired goals, the case in favour of a legal challenge in respect of their 

rationality and legality is further bolstered.  

21. It should, moreover, be noted that the most powerful engine for the alleviation 

of unemployment, which has also seen a rise towards record highs of late, 

remains economic growth. The most direct means of amelioration of poverty 

and inequality also lies in the reduction of costs which disproportionately affect 

the poor – and most notoriously – affect the prices of food products within our 

country. The effect of the maintenance of rigid price controls have been 

regressive in the South African context and must be addressed in that light. 

22. With most of the world embracing a move towards a freer market, also 

concerning the price of fuel, in the interest of its citizens, and treasury as well 

as the department of mineral resources and energy themselves realising the 

importance thereof in their own reports, we trust that definite action by the 

department would follow soon. 



 

 

 

 

Dr Dirk Hermann 

CEO: Solidarity 

 

 


