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outh Africa has, B many developing
economees, made sgrficant gaing in
addrezsing & range of soclosconomic
challenges over the past decada and a hall
Yet high levals of poveny and an unaccepl-
ably high feval of uremploymanl parsisi, com-
paunded by Income ineguatty levels thal ae
now recognised as among the Highest in the
wirkd

Fresenied with senous  challenged, Ihe
govamment recenily propotsd a number of
largetad inlanvantions [0 scoslerate economis
growth, cresie new empioymiant apporiunibes,
FTPIDVE BCCess 1o basic senaces, and reduce
poverty. In emerging polioy. dabates, thinking
has Begun o converge on B NEw [of more spe-
cifically defined} rle for slats-owned enterms-
&4 (SOEs) to address some of the chadlanges
deseribed above, S0ES are commonly dafined
in Soulh Afca as business enflies owned
whoily or pacthy by the stade and run by a pubilic
althorly. generaling the bulk of thesr revanue
from seffing goods and kenvices

South Afrca - ailll & transitional democracy
- has a long histary of using SOEs as instre-
ments ol sooiseconomin advanoament, and
thedr confribudion 1o the develcpment of the
country has been sgnidicant

They have, however, baen plagued by
structural and operabonal problems, restdling
in megular and unequal patiems of develop-
e, and an uneen delvery o senvices and
infrastructure. These problems, stemming from
whal many oonsider o be sub-oplimal modes
of operation and inefficient management prac-
hees. coupled with o fimited human resourca
base and quite narowly largeted constituen.
cies, have given fise lo considerable debale
&t discussion about e place and mle of
S0Es In e couniry's mixed economy snd
evoning sysiem of democracy

Consaquently, govemment has staried o
process of arficulating 3 mone spacific vision
for S0E= as enfities ths! rieed lo make a direct
caninibufion in improving the standard of kg
ol he poputation by creating sustairable aco-
npmec @nd social benefits, An mmodiate need,
il s argeed, 5 for nfrestuciure and senioes



In be provided at the lowesd cest and highest |
Qusalty, wilh sccess being extanded 1o histor-
cally disadvantaged grodps Ih the commimity,

DEFINING THE DEVELOPMENTAL STATE

Of wider and longer-tem significance s the |
bedip! hat SOEs should deally be equipped
1o fead the way in promoting an Alfican Re-
naissance by providing world-class axpertise,
resounces, senvices and |nfrasruches in 8 de-
veloping confinent, This vision is based on the |
ctiuntry's ambitions lo become a e develop-
mantal slals, defined &t s most basic Jevel as
a state thal derives ifs pollical legifimacy from
it record i economic development, which Il
frins lo achisve mainly by maans of saleclhe
midustnad policy.

A more expansivé definiion, and one taking |
mol in devedopmernit discourse in Soulh Africa,
5 8 §iate whise pofiical and bursaucrabic efils
have the genune developmeniol detormination
dnd sulonomous caparity in define, pursus o
impéernanl pobicies that saok In-address a plu-
miity of developmental goals.

I fofiaws, then, that & key question currently
being dehated in bolth policad and economic
circles is whethar SOEs in their currant fom
produce the oulcomes of 8 developmental
state, As disctssed ibove, the stralagic foun-
dalional mandats of SOEs In South Afrca hps |
always been socioeconomic development. Gie
&7 (hal this goal intersacts with the oulcomes of
A developmental stale, | would aopear axom
alie hat the mandate of SOEs should prodice |
tha infended gosls of a developmental state,

Tha answer to this queation, however, ts nol ‘
obvicus, and lies in e ideclogical and strateqic
orientafion of he SOEs; how hey conduct their
opesations; how they understand thalr man-
dales: what thelr govamance, leadershin and
mianagement strctures look be; what type of |
stafiing and procumement praclices are evidant;
whist the nalurs of siralagic parinerships looks
iz, and whal imestment s made In human
capital and technology. i {s necessary thal this
analytic framework be used in determining any
siratege repositioning of S0Es &5 pllars of
economic growth #nd social deveiopment.

It has been a kay comtenbon thal the primary
objectre of South Africa's devalopmenial slale
sheukd ba to fransform the structure of opportis-
nity in the context of a strong and vibran! mixed
aconomy’. ane in which prvale secior invest-

mand and achivity will offer essential dynambsm
lechnological innovatioh ahd advancemsnt
and where i slate's wide and affective prov-
=ion of social and econdimic infrastruscture and
tefvices becomes A necassan pra-condiiiin
loe broad-basad participation in soohomic pro-
Cesses

The combination of such privale and public
sacior polenfial for devesopment will be crnicial
To Achieving the socipeconomic obpsclves of a
developmeanial slale, Furtharmons, such an ap-
proach (s essental I tha ountry = o meet the
challenges associated with intsgration info Me
gobal econamy, whers the ahility lo competa
inereasingly requires productivity gams fough
investment in human capital and new techrolo.
ales.

THE ROLE OF 50Es

SCEs have a crugal role to play in the above
processes. With the recant refum of the state’
following the fadure of global markets, and
shifls away from the hegemony of necliberal
ideckogy, SOEs am Riely 1o b i the centre of
develapment i order lo assen the rale of the
stats in Ihis process, Facion that hinder SOEs
fram contribuling oplimally fo development
\herefore need fo be imestigated, whether
these be Ideplogical contestations, & lack of
overarching legistafion, unstructurad systems
of accountabdily, complicated lines of repon-
i, or ownership and govemance challenges

Ultimatedy, the parformance-of SOEs against
their sirategic objectives needs umgent aften-
lion: Alignmeni o current economic policy
and natiorsal culcomies is alsp crillcad, &0 s @
longertenm approach 1o stralagic planning,
Refiable and accursla performancs information
15 3450 critical 10 assess dalivery on mandates

The Maw Growth Path and the Industrial
Pobcy Action Plan apfly illustrate govemment's
recant intentions to address: — fhrough hesght-
ened kevals of economic growth - South Afn-
a's job creation challanges in ordar o mitigate
siubbom levals of poverty 2nd growing levels

of inequality. The centrality of SOEs in this
process = kay, and ary atlampl o review of
rathink thair role neods to be supported.

KEY QUTCOMES

If the above necessilnles a process of re-
sfruchmng, ff m crucil that iheee unambigu-
ous cutcomes emarge, Fimtly, &t an enlemrise
level, efficiency and affeciveness of ndividual
SOEs need to be ensured by searching for
private sacior enpertise and capital, and adopl-
Iy giobiady compefifive lechnologies, Recent
propesals, lor examale, lo siip Transnel of is
rall infrastructure assels {Trannel's inefickent
freight operalions have caused a botienack n
thit economy) and become an operator com-
pebing with the private seclor nead further in-
vistioallon

Secondly, at & woader macroeconamic ey-
&l, more lareign direct investment (FOI) nends
io be aliracad to minimise public boowing
lendencies and anhance the economy in ways
thi encourege financial growih and indusirial
coinipstitveness

Thirdly, 8 a social level, employment levels
need |0 rise dramatically, &nd the devalopment
of nisw shills must be enhanced snd deployed
fhroughout the sconomy.

On 12 May 2010, President -Zuma an-
nounced the eglablishment of the Presidantial
Reviow Commitine (PRC) on State-Owned
Entemiises, with the man objacive of review
ing the roée ol S0Es in a dovelopmental state.
The analyfic famework currently used by the
commitliee 15 analogoun o 1he one oted atiove;
providing.a sound basm for enquiry and inves-
figadion,

The work of e PRC mepresents the first
real and coordinated aflampt in the country's
17 years as a transifonal democracy 4 review
the role of SOEs against our nafional pripttes,
ind ft§ recommendations are eagarly awaded
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