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The Early Years

• Renfrew Christie’s “Slim Jannie” and the forces of 
production provides a great platform for the 
discussion.

• Research and technology transforms the labour 
process to increase capital accumulation and to 
maintain political class domination

• In Smuts the mobilization of productive forces 
together with research knowledge in the coal, iron 
and steel, railway and electric power industries, to 
which list chemicals and oil were being added were a 
priority



Electricity Supply Industry (ESI)

• The Electricity Act No 42 of 1922

• ESCOM (1 March 1923) was established to build 
generation, transmission and distribution 
infrastructure in order to supply electricity at the 
lowest possible cost. 

• ESCOM was not allowed to make a profit or loss 
and was exempt from corporate income tax. 



Learning, capability and innovation

– Building a single national grid or network through 
linking different generators together. 

– To support the development of the railways.

– To support industrialization through (particularly) 
providing cheap electricity to an emerging steel and 
manufacturing industry and consequently diminish 
dependence on gold exports.

– Fine & Rustomjee’s Minerals and Energy Complex



1970s

• Labour militancy and unionism (Durban Strike).
• Shortage of skilled labour.
• June 1976 uprising impacting on the MEC.
• In 1997 three Commissions of Inquiry appointed – the 

de Kock, Rickert and Wiehan.
• PW Botha is mandated by the NP to reform (based on 

the above) and negotiate a political settlement with 
the black majority.

• Difficult period for Escom – consumer and 
government concern with tariff increases.



The 1980s

• Shareholder value, employee schemes and 
governance in the world.

• Wiehan’s recommendations change the labour 
process impacting on IR and OD and the MEC.

• The fall of the Portuguese govt in Moz and Angola and 
MK activity leads to the electrification of farms 

• Escalating Escom tariffs rising on average by 22,9 per 
cent in 1982

• Excess capacity (Grove Steyn) because of poor 
forecasting methods



The 1980s

• ”For many years Escom had run its affairs as if law 
unto itself” (FM 4/11/84 on the appointment of De 
Villiers Commission

• The de Kock, Riekert and Wiehan Commissions had 
already recommended that the state play a lesser role 
in the economy.

• Political, financial and technical factors converged to 
undermine the logic that electricity industry should be 
handled via a vertically integrated (and usually state-
owned) monopoly (Gratwick & Eberhard 2008).



Democratic Government

• The 1998 Energy White Paper advocated the 
establishment of a Multi-Market Model to realize the 
benefits of competition. 

• In April 2001, Cabinet approved the proposals for the 
electricity generation and transmission sectors reform 
strategy, which would ensure that South Africa has a 
modern ESI that promotes economic and social 
development. 

• Cabinet also approved specific timeframes for the 
introduction of ESI reforms. 



Managed Liberalisation

• Cabinet recommended a managed liberalisation 
approach to realise benefits from competition and the 
Multi Market Model while ensuring Eskom plays a role 
in the development of South Africa.

• In accordance with Government’s managed 
liberalisation approach, the second phase focuses on 
the creation of subsidiary companies within Eskom 
and the development of the governance and 
regulatory framework.



Generation

• Eskom Generation power plants would be established as clusters 
to allow competition in generation.

• Eskom generation needs to progressively reduce its market share 
and installed capacity.  Ultimately Eskom must enjoy existing 
generating capacity of not less than 70% in the short term. 

• Introduction of private sector participation of up to 30% of the 
existing electricity generating market sector. Opportunities 
would be created with the focus on FDI and BEE during 
2003/2004.

• Involvement of Black Economic Empowerment (BEE) of about 
10% of the existing electricity generating market sector by no 
later than 2003.



Generation cont.

• Involvement of Black Economic Empowerment (BEE) 
of about 10% of the existing electricity generating 
market sector by no later than 2003.

• Eskom is not allowed to invest in new generation 
capacity in the domestic market.

• The combined installed capacity owned by 
Eskom both domestically and internationally must 
not be less than that of Eskom’s current domestic 
installed capacity.



Transmission

• Establishment of a separate State owned
transmission company, with ringfenced system
operations and market operations.

• The Transmission SOC (to comprise the wires
assets and systems operations) would be a
wholly owned subsidiary of Eskom.



Multi-Market Model

• Development of a “multi-market model” electricity
market framework with transparent and
independent governance mechanism

• The Eskom internal pool should be certified by
the NER as a precursor to the creation of an
independent power exchange

• The Southern African Power Pool (SAPP) would 
develop into an Independent System Operator for 
the Southern African regional grid system.



Regulatory Framework

• A regulatory framework is in place for the
participation of Independent Power Producers
(IPP) and development of diversified primary
energy sources

• Development legislation for co-generation,micro-
grids and  wheeling. 



Conclusion and way forward

• Establish subsidiaries within Eskom (Generation
Clusters and Transmission)

• Submit to Parliament a regulatory and
governance framework

• Establish transmission as a separate public entity

• Commence process for introduction of 30%
private sector participation in generation capacity,
of which minimum 10% will be BEE

• Establishment of the market


