
State-owned companies: 

Politics, tenders and the 

collapse of governance



Why are so many state-owned 

companies in financial crisis?



ESKOM

2012: Eskom asks for 16% tariff increase but 

regulator gives it 8% on grounds that the company 

is inefficient

2013: Eskom reveals a R225bn revenue shortfall 

over the next  four years. Asks for R50bn cash 

injection to boost its balance sheet 

December 2014: Lynne Brown: “Eskom will run out 

of cash by January.” (it didn’t) 

2015: Black outs return after this



SA Airways 

2009: “SAA is like an unreformed alcoholic” 

Lesetja Kganyago, director general of treasury, 

total of R14,5bn in guarantees provided 

Needed a guarantee to finalise 2014 financial 

statements; needs one again now 

the company has negative equity



PetroSA

2009 had cash holdings of R11bn

By 2014 that shrunk to R5bn

2015 it suffered a R14,5bn loss

Acting chairman of the CEF Wilfred Ngubane

says this was "a mishap" that arose out of a 

"plausible decision".



Importance of SOCs

• Network services the economy needs

• Often a monopoly so there’s nowhere 

else to turn

• Large contributors to economic activity, 

accounting for 20 per cent of gross 

capital formation

• Financial positions have important 

consequences for public finances over 

the long term



If it’s a financial problem, why doesn’t 

government fund them more? 

“Inadequate policy frameworks, regulatory 

uncertainty, poor operational performance 

and governance failures often lie behind the 

deterioration in financial positions” of state 

owned enterprises. (National Treasury, 

Budget Review 2015) 



1996 -2001: privatisation; corporatisation;  new 

Acts for each entity; SOC’s subject to Companies 

Act

Corporatisation: line minister picks board and 

takes it to cabinet for approval

2001: Brakes on privatisation but still the idea that 

SOC’s must live off their own balance sheet 

Policy framework 1: 

Government policy



Policy framework 1: 

Government policy (cont)
2009: The developmental state; the Chinese 

model (Malusi Gigaba) and the dream of African 

champions 

2013:Presidential Review Commission, set up 

Pres Jacob Zuma reports, but its report is never 

released. Recommends: SOCs should be listed; 

some should be sold.  

2014: The Deputy President’s inter-ministerial 

committee on SOC reform. Likes Chinese model 

no 2



Policy framework 2: ANC 

policy

1996: privatisation; government decisions 

uncontested; board appointments include private 

sector heavy hitters

1999: ANC adopts deployment policy and forms 

deployment committee

1999 – 2009: uneasy balance between political 

deployments (transformation) and skills 



Policy framework 2: ANC 

policy (cont)

• Mid 2000s – huge infrastructure programme 

launched: SOCs to spend large amounts of 

money

• Increasing interest in these projects from 

politically aligned business people and politicians

• 2009: Presidential power in overdrive: A three-

way competition over appointments starts up: line 

minister, the ANC and the President horse-trade



Outcome: SAA

Chairperson: Dudu Myeni

- school teacher from KwaZulu Natal

- executive chairperson of Jacob Zuma Foundation

- chairperson of Mhlathuze Water Board from 2006

- SAA executive director 2009

- SAA chairperson 2012

2014: Non-exec directors write to minister claiming 

Ms Myeni is renegotiating contracts behind their 

backs

Non-exec directors fired; Ms Myeni survives 

Reportedly continues to renegotiate aircraft leases 



Outcome: Eskom 

Chairman: Zola Tsotsi

A middle level manager at Eskom who returns as 

chairman a few years later

Keeps the lights on! 

Interferes repeatedly in executive decisions

Suspends the executives without charges when 

they decide to audit all large transactions

Privately and publically (to a journalist) says he 

acts with the President’s authority

Is fired/steps down thereafter



Outcome: PetroSA

Chairman: Tshepo Kgadima

• Persuaded 250 investors to put money into mining 

projects that did not exist. He denies the charges

• Lobbied for by minister of energy Tina Joemat-

Pettersson, despite the appointing agency being the 

Central Energy Fund. She denied this.

• Removed from the position (after the fraud was exposed) 

but not before visiting the Business Day offices from 

where he was removed by security. Says he is suing the 

Business Day and the journalists involved in the story 



Political scientist Tom Lodge, describes this 

political system as “neo-patrimonial politics”

• Neo-patrimonalism: a political system 

legitimised by "reciprocal exchanges" 

between political actors and characterised 

by the "personalisation" of the exercise of 

power.

• Officials use public power for private 

purposes and internal competition not an 

ideological battles but a contest between 

groups based on personal loyalties



Solutions? 

Deteriorating finances forcing government to look 

at governance

Fiscal constraints forcing a new look at shareholder 

model

But for a real solution, a broader political shift is 

necessary


