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INTRODUCTION

People speak about privatisation

“There is a fundamental conflict of interest between private multinational
companies wanting quick profits and citizens needing reliable, reasonably
priced, high-quality public services.”
Hans Engelberts, General Secretary of the Public Services International

“Too often it (government) believes that it actually knows how to manage
business. Let me tell you, it doesn’t.”
Margaret Thatcher, former Prime Minister of Britain

“The reason why privatisation and liberalisation have featured so much
as international prescriptions is not because they are solutions to social problems facing humanity. But they are mechanisms to turn the entire globe into a
haven for private accumulation, principally for the transnational corporations.”
Blade Nzimande, General Secretary of the South African Communist
Party

“Privatisation signals government’s commitment to sound economic
policy.”
South Africa Foundation

“Consumers are not looking for a free lunch. But we need to see what use
is made by the utilities of revenues from consumers…”
Linda Lennard, British National Consumer Council

“Privatisation is intended to increase economic efficiency and allows for
foreign participation in the economy. It also provides immediate liquidity (cash)
for some cash-hungry governments.”
African Development Bank

“When you do things in public, you become more efficient.”
Richard Kessel, Chairman of the Long Island (New York) power authority

“An extensive empirical literature comparing public and private enterprises in industrialised economies concludes, generally …that private firms
exhibit higher productivity and better performance than public enterprises.”
World Bank, World Development Report, 1996
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“Women have been indirectly affected by privatisation. With the increasing unemployment brought about by privatisation, the prospects for affirmative action policies have worsened. Privatisation has also brought attacks on
trade-union organisation in its wake, making it harder to increase women’s
participation in unions and thus in public life more generally.”
G. Zeynep, Turkish writer

“We see privatisation as a deepening of democracy because it removes
political interference from the running of companies.”
Valentine Chitalu, Director of Zambian Privatisation Agency

“I submit that we should stop talking about privatisation and use words
that tell the truth: we are talking about alienation and surrender of the product
of decades of work by thousands of people to a tiny minority of large investors. This is one of the greatest hold-ups of ours or any generation.”
Susan George, economic writer and researcher
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Background
In South Africa privatisation and nationalisation have been subjects of heated
debate for many years. Perhaps these debates have never been hotter than
in the period since the government adopted the GEAR policy in 1996. This
booklet attempts to provide worker leaders, community activists and other
progressives with information that will be useful in participating effectively in
debates and struggles over privatisation and the role of the state in transformation.

Structure of the booklet
The booklet is divided into five chapters. Each chapter deals with a separate
aspect of privatisation:
Chapter One defines privatisation and summarises some key debates
Chapter Two places the struggles around privatisation in the context of a
broader debate around the role of the state
Chapter Three focuses on the international experience of privatisation, with
special case studies on the UK and Zambia
Chapter Four looks at privatisation in South Africa — both in the past and the
present
Chapter Five offers some international and local case studies of alternatives
to privatisation

Key features of the booklet
In our publications we try to use a number of icons to guide the reader. Some
of the most important you will encounter are:
The Critic
Supporters
Opponents
Definitions

We hope you find this a useful resource. We welcome any comments you
might have on this publication.
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CHAPTER 1

WHAT IS PRIVATISATION?

In this chapter we will begin our look at privatisation. We will touch on the
following:
 different definitions of privatisation
 an introduction to the debates about privatisation
Privatisation has different meanings to different people. The most popular
definition of privatisation is the selling off of state-owned enterprises to the
private sector. The selling off of state-owned enterprises is just one form of
privatisation. Other forms of privatisation include the following:
 Contracting out/outsourcing — When a particular service that has been
provided by state employees is handed over to a private company. This
may be a permanent arrangement or a contract for a given period.
 Public-private partnerships — State and business jointly manage the enterprise/provision of the service. These are often referred to as PPPs. These
partnerships take various forms. They will be discussed in more detail in
Chapter 4.
 The state stops providing a service — The expectation is that the private
sector will fill the gap.
 Increasing user charges for services (education, health, transport and so
on) — The expectation is that the private individual will fill the gap.
 Taking away restrictions which prevent the private sector from operating
in particular sectors of the economy. For instance, there might have been
regulations which prevented private companies from operating in the
telecommunications field. These restrictions are now removed so that public
and private enterprises compete against each other.

The debate over privatisation
There are different views about privatisation. There are those who support the
policy and those who are opposed to privatisation.

What do supporters of privatisation say?
The supporters of privatisation generally come from business and from some
government departments. They put forward the following points in support of
privatisation:
 Privatisation will bring in capital, technology and managerial expertise
that the public sector lacks.
 Privatisation promotes competition, which puts pressure on the private
sector to be more efficient and competitive. This will benefit the consumers who will have freedom to choose from a variety of goods and services. The private sector is more efficient than the public sector and will
ensure the provision of high-quality services/goods.
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 It will attract the foreign investors that are essential for economic growth.
 It will facilitate the spread of ownership to those previously excluded from
access to wealth-generating assets.
 It can also promote wider share ownership among employees and the
public.

What do opponents of privatisation say?
Opponents of privatisation are generally from trade unions (particularly the
public sector unions) and community structures. They generally put forward
the following arguments against privatisation:
 The private sector will only be attracted to those services/ parastatals that
will generate profits. The goal of providing a service will change from that
of meeting a need to that of making profits.
 Attracting investors through privatisation will be at a cost. Investors will
demand certain incentives like tax holidays, special labour conditions and
so on.
 The involvement of the private sector in the provision of services will lead
to an increase in user charges. User charges that are aimed at making
profit will limit access to the services. The “freedom” to choose goods and
services will be determined by how much money you have.
 Privatisation will mainly benefit big business and a few people from previously disadvantaged backgrounds.
 Government lacks capacity to monitor and regulate private providers.
 The sale of state assets will reduce the state’s capacity to deliver basic
services to the poor majority.
 Privatisation leads to retrenchments, and cutbacks in working conditions,
wages and employment benefits.
 Privatisation may disadvantage women since cutbacks in areas like health,
child support grants and pre-school provision usually add to women’s
burden of domestic labour.

The critic: Whose interests does privatisation represent? Can it serve
everybody? What about the state that adopts privatisation as its policy?
Will that state be serving the interest of the capitalist class or the interest
of the working class? Can the state serve both classes?

In this chapter we have defined privatisation. We have also summarised
different views about privatisation. The different views on privatisation also
show that there are different understandings of the role of the state. In the
next chapter we will look in more detail at the different views on the role the
state should play in the economy and society. Later in the booklet we will look
more closely at the debates around privatisation.
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CHAPTER 2

THE DEBATE OVER THE ROLE
OF THE STATE
As we have seen in the previous chapter, the current struggles over privatisation are linked to a broader debate over the role of the state. In this chapter of
the booklet we will look at this debate. We will examine two major positions in
this debate over the role of the state:
 the developmental or welfare state
 the lean and mean state
From each of these positions we will look at two points:
 how the role of the state is seen
 the historical experience of this position on the state

If state spending on
education decreases,
will the gap spread
between wealthy and
poor schools?

After we have examined these two views of the state we will also briefly look at
a third position: the Marxist view of the state.
However, before we begin to discuss the debate over the state, we should
look carefully at what we mean by the term “state”.

What is the state?
When we talk about the state we are talking about
many things:
 central government which includes the people
we elect to go to parliament, as well as the cabinet, government departments and ministries
 public bodies which carry out activities like research and policy development
 strategic industries
 provincial government
 municipalities
 the police and the army
 the courts
 the public education system
But the state is not only the structures and institutions
which make policy and govern, it may also be directly
involved in the economy through the ownership and
control of:
 public enterprises like Eskom, which produces electricity, and is owned by the state
 public assets like buildings and service infrastructure which are owned by central, provincial and local
government
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 public authorities which deliver particular services like health, education
and welfare.
WORD DEFINITION

Other names for public enterprises
There are a number of other names used to refer to public enterprises.
They include: state-owned enterprises, state companies, parastatals,
nationalised companies and public sector companies.

All these different structures, institutions and enterprises make up the public
sector. In most countries the public sector plays an important role in social
reproduction.
Enterprises in the public sector generally do not make a
profit, they provide a service.
Now that we have defined the state, let us look at the debate over the role of
the state in the economy and development in general.

Supporters of the developmental state
The role of the state according to this view
The supporters of the developmental state argue that the state has a major
role to play in all sectors of the economy. The overall goal of the developmental state is to create an economy where businesses can make a profit but
where the basic needs of the population can also be met. Supporters argue
that this goal cannot be achieved without the state playing a strong role in a
number of areas. In particular, they argue that the state must perform two
tasks:

i) Provide affordable services to the working class and poor

social reproduction
This refers to the activities
carried out to make sure a
society continues or “reproduces”. By providing services such as health care and
education, the state ensures
that society can continue or
be “reproduced”. In carrying out the tasks of social reproduction the state is lifting a burden from women,
who typically take responsibility for such work when the
state does not provide services like care for the elderly
or sick. Social reproduction
includes many domestic
tasks such as cooking,
cleaning, shopping, and
looking after children. But it
also includes many state institutions such as police and
security forces. In addition,
there is an ideological aspect of social reproduction
— that is, youth must be
taught to support the government and the existing
economic system. This
ideological reproduction
mainly takes place in
schools and in the home.

In developmental or welfare states, the government provides the following
cheaply or for free:
 education
 health care
 electricity
 water
 public transport
In addition, there are state benefits for certain groups: the unemployed, the
disabled, the elderly, and those with children.
Many supporters of the developmental state would also argue that the government should provide housing, should subsidise
basic consumer
goods such as food and clothing, and should provide employment through
public works programmes. Many of the services and benefits provided by the
state are seen to be particularly important in reducing women’s responsibility
for social reproduction.
Lastly, most supporters of the developmental state support the establishment
of many public sector companies or enterprises. In most developmental states,

WORD DEFINITION

subsidise
When the state subsidises,
it pays part of the costs of
delivering a service, making
the price lower to consumers. For example, at present
the state subsidises primary
school education in order to
keep fees low.
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WORD DEFINITION

state-owned companies would have a monopoly
on providing certain
services such as electricity, water, and telecommunications. Building this public
sector may also include nationalisation
of industries, companies and
financial institutions.

monopoly
An industry is a monopoly
when there is only one producer. For instance, in South
Africa, Eskom has a monopoly on electricity. For
many years, South African
Breweries had a monopoly
on clear beer.

WORD DEFINITION

nationalisation
When a state takes over a
company previously owned
by the private sector.

Money for provision of services and benefits in a developmental state comes
primarily from taxation of business and wealthy individuals. Developmental
states usually tax the wealthy heavily.

ii) Regulate economic activity to protect workers and the
environment as well as to promote equity
The supporters of the developmental state are not anti-business. However,
they argue that the way in which business makes profits must be regulated by
the state. For example, most supporters of the developmental state would
argue that profits should not come through superexploitation of workers or
through destroying the environment. Therefore, in most developmental states
there would be regulations which:
 set a minimum wage for workers
 spell out basic conditions of employment for workers
 ensure equal pay for equal work
 protect natural resources from pollution and destruction
 defend maternity rights and parental rights
 provide opportunities for historically disadvantaged groups
 attempt to control pollution.
In an effective developmental state these regulations would be enforced by
well-funded and well-resourced government departments.

Other terms for the developmental state

WORD DEFINITION

‘The developmental state’ is similar to many terms used to describe the
state like ‘the welfare state’ and ‘the interventionist state’. All of these
refer to roughly the same position on the role of the state. In economic
terms a developmental state is often called a mixed economy.

mixed economy
In a mixed economy there
is a balance or mixture between public and private
ownership. While most
economies have such a balance, economies which are
called “mixed” tend to have
quite a large public sector.

The historical experience of the developmental state
Internationally the developmental or welfare state was most widespread from
1945 until the 1970s. During those years many governments of the industrialised countries followed a developmental or welfare state approach. At this
time the rise of the developmental state was closely linked to two factors:

i) The Great Depression of the 1930s
In the 1930s most industrialised countries experienced an economic crisis
known as the Great Depression. During this depression there were millions of
unemployed people and many factories were closed down. Many people
looked to the state to solve the problems. Pressure was brought upon the
state to provide jobs for the unemployed through public works programmes.
Also, many groups demanded that the state provide pensions and other
benefits to the unemployed. Up to this time no state had unemployment
insurance.
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ii) World War 2 from 1939 to 1945
During this war, the European powers plus the United States fought against
the fascist
forces led by Germany. In many European countries, the
struggle against fascism was led by socialist and communist parties. At the
end of the war, these parties were a threat to the capitalist system. As a result,
the government and business needed to set up a system which would provide employment and benefits to the working class to avoid a revolutionary
situation. A similar process occurred in many colonies in Africa and Asia.
Many people from colonies were sent to fight against fascism in the name of
freedom. However, when these colonial soldiers returned home, they found
that they had no freedom under colonial rule. In response, nationalist movements arose throughout Africa and Asia, These movements fought for political independence and often promoted the developmental state to redress
the problems and inequalities of colonialism.
The advance of the developmental state from 1945 to the 1970s was greatly
assisted by a general trend of economic growth in the world economy, especially in Europe, North America and Japan. During these years mass consumer industries arose. For the first time motorcars, household appliances,
and other consumer goods were produced and sold widely. The growth of
these industries helped advance the developmental state in two ways. Firstly,
as the economies grew, there was virtually no unemployment. For example,
by 1960 both Germany and Japan had unemployment rates of about 1%.With
everyone employed, there were many consumers to buy the goods that the
economy was producing. Secondly, the high levels of employment and profits meant that governments could raise enough money from taxes to pay for a
welfare state. The services and benefits of the welfare state improved the
standard of living for the working class. The high levels of government income from taxes also provided money for government to employ thousands
of people to ensure that regulations on labour conditions and the environment
were followed.

WORD DEFINITION

fascism
This is a political system
whereby all powers rest with
a single leader and his or
her party. In a fascist state
there are no democratic
rights. Usually the state
works closely with business
to dominate the economy
and exploit workers. Many
fascist states are also
founded on racism, segregation and male supremacy.
Perhaps the most famous
fascist state was Germany
under Adolf Hitler of the Nazi
Party from 1933–45. Hitler
held nearly all political and
economic power. The Nazi
programme was based on
the supremacy of the ‘Aryan
race’ — Aryans being white
people with blue eyes. The
Nazis persecuted and killed
several million Jews. Perhaps the other most famous
fascist leader was Benito
Mussolini of Italy who ruled
at the same time as Hitler.
Some people have also
called the apartheid government of South Africa a fascist state.

The decline of the developmental state: economic crisis
As noted above, the developmental state depended on the continued growth
of the economy. However, in the early 1970s, company profits began to decline. Many people refer to this as the beginning of a crisis for global capitalism. This crisis led many political leaders, economists, and business owners
to question the developmental state. Many
argued that the developmental state could
not be sustained. They argued that workers made too many demands. In their view,
under the developmental state workers cut
into business profits in two ways: by pushing for higher wages and by pressuring
the state to deliver more services and subsidies. Critics of the developmental state
argued that in the long run higher wages
and more state expenditure could not be
sustained. They began to push for a new
type of state: the ‘lean and mean’ state.
We will now briefly examine this new approach to the state.

State health care needs
financial resources to
deliver effectively.
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Supporters of the lean and mean state
Other terms for ‘lean and mean’
Some people refer to the lean and mean state as the ‘enabling’ state;
others call it a ‘minimalist’ or ‘non-interventionist’ state.

The role of the state according to this view
WORD DEFINITION

fiscal discipline
Fiscal policy refers to the
way in which the state earns
and spends money. Generally a policy of fiscal discipline means that a state
must find ways to reduce
spending, especially on
services and salaries.

As the economic crisis of the early 1970s began to deepen, supporters of the
lean and mean state became active. In a number of countries they began to
pressure for a change to the developmental or welfare state. Some of the
changes they supported were:
 Selling off state-owned enterprises, especially in manufacturing, mining
and telecommunications.
 A reduction in government spending on social services and a general
move toward ‘fiscal discipline’
 The introduction of fees or increased charges for services like health,
transport and education.
 Lowering company taxes and income tax on the rich.
 Introducing sales tax such as VAT.

The Critic: Fiscal discipline usually lead to cutbacks in health care and
welfare which especially affect women. Is the solution to fight for greater
state expenditure or get men to take on more tasks at home?

WORD DEFINITION

neoliberalism
This is an ideology which
says that the profits of business are the key driving
force in any economy. According to neoliberals, the
state should try not to regulate or threaten the profits of
business. Instead, the state
should take concrete measures to help business make
more profit.
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These changes were motivated by a new idea of the state. The new idea was
that the state should be lean and mean — that its main role should be to
assist business to make more profits. This was in keeping with an ideology
often called neoliberalism.
In the view of the neoliberals, the lean and
mean state would reverse the crisis of the 1970s in three ways:
i) The neoliberals believed that the state was an inefficient producer and
provider of services. If the state sold off its assets to the private sector,
the neoliberals argued that there would be greater efficiency and better
service for consumers. They argued that the profit motive was essential
for any effective production or service delivery.
ii) The neoliberals argued that cutting back on state expenditure would remove the burden on the government to levy high taxes. By reducing taxes,
the private sector would earn more profits. These higher profits, according to the neoliberals, would lead to more investment by business, leading to more jobs and more demand for the goods and services produced
by the companies.
iii) In terms of regulations, the neoliberals argued that the state needed to
reduce the amount of regulation in the economy. Thus, the neoliberals
called for less strict legislation and policy on issues like wages, working
hours and conditions, and the environment.

THE DEBATE OVER THE ROLE OF THE STATE

Overall the neoliberals were calling for a change to the main goal of the state.
The supporters of the development state wanted a state development plan
which could strike a balance between company profits and social welfare.
But the main goal of the neoliberals’ lean and mean state was helping to
increase the profits of the private sector. According to the neoliberals, increasing the profits of the private sector was the most important method of
dealing with the economic crisis.

The historical experience of the lean and mean state
As the economic crisis began to deepen in the 1970s, the neoliberal criticism
of the developmental state began to gain support. In 1979 Margaret Thatcher
became the Prime Minister of the United Kingdom. In 1980, Ronald Reagan
became President of the United States. Both Thatcher and Reagan pushed
very hard to reduce state expenditure on services and welfare provision. Both
of these leaders also pushed for the privatisation of many state enterprises.
Their ideas gained much support within many governments and political parties around the world. In addition, transnational corporations and the international financial institutions such as the World Bank and the IMF
also
supported this shift to the neoliberal view of the state. In the 1980s most
governments of the world, including many in Africa, moved toward a lean and
mean state. A big part of the programme of these lean and mean states was
privatisation.

WORD DEFINITION

World Bank
and International
Monetary Fund (IMF)
These are international financial institutions (IFIs) to
which most countries of the
world belong. The World
Bank makes loans for largescale development projects,
like the Lesotho Highlands
Water Project. The IMF
makes loans to countries
which have problems repaying international debts. The
IMF often makes governments promise to create a
lean and mean state as part
of the conditions of their
loans. We will discuss the
IMF in more detail in the next
chapter.

The Marxist view of the state
Here we will briefly look at one other approach to the state: the Marxist
view. According to Marxists, any state will mainly represent the interests
of the most powerful class in that society. Therefore, Marxists argue
that under capitalism the state will always represent the interests of the
capitalists. According to the Marxists, the capitalist state may take
different forms, depending on what is necessary for capitalism to survive
and prosper. During the years from 1945 to the 1970s, Marxists would
argue that the developmental or welfare state was the most effective
system for the capitalists to survive. Their view would be that working
class organisations were very powerful in a number of European
countries in 1945. If the governments of that time had not made major
concessions to the working class in terms of a “social wage”
,
there was a possibility that the Communist and Socialist parties would
have pushed for a revolution. Therefore, the Marxists see the
developmental or welfare state as part of a necessary compromise in
order for capitalism to avoid the threat of revolution.
However, the Marxists would argue that a developmental state cannot
last forever. In their view, capitalism has problems from which it cannot
escape. They would argue that a developmental state cannot support
both the profits of capitalists and the welfare of the working class. In
the Marxist view, the only way to permanently solve this problem is to
change the state and create a state based on the interests of workers,
not those of capitalists.

WORD DEFINITION

social wage
The social wage is what
workers receive from society in terms of services and
benefits. Most of the social
wage is provided by government. Free education,
cheap health care, subsidised transportand free systems of libraries and parks
are all examples of the social wage. The effect of an
increased social wage is like
that of a pay increment as it
reduces the amount that
workers have to spend for
services.
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Some Marxists believe that the capitalist states are no longer able to
solve these problems through either the developmental or the lean and
mean state. They argue that the present economic crisis will continue
no matter what the capitalist state tries to do. Other Marxists believe
that perhaps the present crisis can be temporarily resolved by a shift
back to some form of the developmental state.

The critic: How can a lean and mean state benefit workers if it does not
regulate wages and working conditions? Even if business’ profits
increase, will wages and benefits also increase automatically?

With less money for
state hospitals patients
must wait much longer
for treatment.

Conclusion
In this chapter we have looked at the key debate between the supporters of
the developmental state and the supporters of the lean and mean state. In the
next chapter we will look more closely at the international experience of the
developmental and lean and mean states. In particular we will focus on how
the different positions on the role of the state have addressed the issue of
privatisation.
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CHAPTER 3

THE INTERNATIONAL
EXPERIENCE OF
PRIVATISATION

In the previous chapters we looked at the definitions of privatisation and the
debates over the role of the state as they relate to privatisation. In this chapter
we will look at some of the actual international experiences of privatisation. In
the past two decades nearly every country in the world has carried out some
programme of privatisation. In this chapter of the booklet we will look at:
 Why privatisation has been on the rise.
 The debates over the issue of privatisation.
 Case studies of two countries where privatisation has taken place: the UK
and Zambia.

The rise of privatisation
As noted earlier in the booklet, since the 1970s there has been a global
economic crisis. The developmental or welfare state approach which dominated during the 1945–70 years encountered problems. Many big companies found that they were no longer able to continue to make profits. They
needed to find new opportunities and new markets for their production. One
of the major sources of such new opportunities were the enterprises, services, assets and resources which were owned and controlled by national
governments.
At the same time as businesses were looking for ways to take over these
government-owned assets, there was a strong ideological campaign against
the role of the state in the economy. Many people from business argued that
governments were inefficient. Their complaints focused on:
 big bureaucracies
 public servants who were not motivated to do their jobs properly
 trade unions which safeguarded workers’ interests at the expense of the
public.
In particular, these critics of the public sector argued that government should
never run a company involved in production such as a mine or a motor car
factory. In their view, without the profit motive, such enterprises could not
succeed.
Some consumers, particularly those who were well off, also joined in criticising the public sector. They complained about the quality of government services such as health and education, arguing that providing such services free
to everyone resulted in poor quality of service. Many of these consumers
wanted ‘world class’ standards and were not content with what was provided
by government hospitals, clinics or universities. Furthermore, they argued
that free services often meant the abuse of services. They argued, for exam-
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ple, that if there was free health care, people would go to the doctor for every
minor ailment, amounting to a waste of taxpayers’ money. They also targeted
people they called ‘dole bludgers’ or ‘welfare cheats’ — those who never
wanted to work because they would be paid a monthly stipend by government even if they did not work.

The critic: Is it true that people don’t value free services? Many people
who make this argument didn’t pay for their own schooling. They don’t
pay to use parks or sports fields in their communities. Does that mean
they abuse them or don’t value them?

Many of these businesses and consumers also argued that the rate of tax
was too high. In their view if tax was reduced the consumer would have more
money available to pay for higher-quality service.
Many of the arguments for privatisation were based on the idea of international competitiveness. According to international competitiveness, if a country wants to enter the global economy, it must make sure that its industries are
efficient and productive. Being competitive means being able to meet high
standards of quality at the lowest possible costs. In this view, competitiveness can only be achieved by cutting down on the size of the government
and opening up more industries and services to private companies.

Why did privatisation advance?
The argument for privatisation came forward at a time when many national
economies were in crisis. In the industrialised economies of Europe and North
America, the rates of growth were generally low. Business argued that government was spending too much money on unemployment benefits and welfare and not enough on supporting companies. They also argued that in most
of these countries strong trade union movements kept wages at high levels —
thus making the country unable to compete in the world market. Lastly, they
put forward the idea of ‘crowding out’ — that borrowing by the public sector
was blocking opportunities for private companies to access loans.
Privatisation in Russia
has led to mass
demonstrations.

At the same time, many countries of the South (Africa, Asia and Latin America)
were experiencing serious debt crises. During the 1970s, countries like Brazil
and Mexico had taken out huge loans from organisations such as the International Monetary Fund
(IMF) and the World Bank. By the early 1980s many
of these countries were unable to repay these
debts. In order to get further extensions on these
loans or to get new loans, they had to agree to
implement structural adjustment programmes
(SAPs) in their economies. SAPs generally promoted a shift from a developmental state to a lean
and mean state. One of the key components of
any SAP was privatisation.
In the 1990s a new source of privatisation arose:
the former socialist countries. After 1990 when the
former Soviet Union and other ex-socialist econo-
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mies opened up to the West, hundreds of state-owned companies were sold
to Western transnational corporations (TNCs) — often for far less than their
real value.

Privatisation: a key component of globalisation
Since 1980, privatisation has grown at a rapid pace. From 1988 to 1996
the value of international privatisation transactions (the selling off of
state-owned assets) was more than $US475 billion (about R2,8 trillion).
In Europe, Britain carried out the most extensive programme of privatisation, although most European countries also privatised at least portions of public sector services such as water and electricity. In Africa,
transactions involving the selling of state assets increased dramatically
after 1990. Up to 1990 there were only 334 such transactions on the
entire continent. By 1995 more than 450 such transactions took place
each year. The total value of such transactions was more than R12
billion. Mozambique privatised the most state-owned enterprises — more
than 540. The biggest single transaction was the selling off of the Ashanti
Goldfield Corporation in Ghana — valued at about R1,9 billion.
Privatisation also meant major retrenchments in the public sector in
many countries. For example, in Hungary, a downsizing exercise from
1990 to 1992 meant retrenchment for more than 1,5 million workers. In
Africa, some 16 countries downsized their public service between 1990
and 1995, resulting in more than 890 000 job losses. The biggest
downsizing exercise was the cutting back of the Ethiopian military —
resulting in 541 200 job losses from 1991 to 1995. Uganda also experienced high level public sector retrenchments — more than 135 000
from 1992 to 1995.
Along with this selling off of state assets, there has been widespread
implementation of other forms of privatisation which are not always recorded in economic statistics — the outsourcing of government or institutional departments, the imposition of higher user fees, and removal
of government subsidies. Such forms of privatisation have typically been
part of the Structural Adjustment Programmes of more than 30 African
countries.

The debate over privatisation
In most countries, trade unions and other organisations have criticised or
even openly opposed privatisation. What are the arguments they bring forward against privatisation?

Job losses
Unions argue that in most cases privatisation is accompanied by retrenchments. As privatised companies try to cut costs and increase profits, they
usually shed some of their workforce.

Reduced access to services
Most state services are subsidised. This means that the state covers some or
all of the costs in order to make the service affordable to consumers. For
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example, when a country has a free national health plan or free education, the
government covers the cost through the money it raises from taxes. But when
services are privatised consumers must pay a large portion or even all of the
costs. Critics of privatisation argue that many workers, women, the unemployed and rural people may not be able to afford the cost of basic services.

Decline of working conditions
Most unions argue that when companies are privatised, working conditions
are undermined. In many instances, certain functions of the former state enterprise are outsourced to non-union companies. In the view of unions, workers in these companies often have lower rates of pay, fewer benefits and
longer hours than organised workers.

Lack of accountability
Many unions and community groups argue that privatisation of state enterprises removes popular accountability. In their view, a state-owned firm has to
fall in line with government policies and is ultimately accountable to government departments, taxpayers and voters. On the other hand, private companies are primarily accountable to their shareholders. Their main aim is to make
a profit. But making profit, in the view of the critics, may not always fall in line
with meeting the needs of the community or providing high-quality services.

Increased concentration of economic power
In most countries, privatisation is taken up by large companies, often
transnational corporations. Thus, the critics argue that privatisation actually
increases the power of big business rather than promoting more equality.
The issue of privatisation is not simply a topic for debate. There have been
heated struggles in many countries around the issue of privatisation. In this
chapter we will look at case studies of two countries where extensive privatisation has taken place: the United Kingdom and Zambia.
For each of these countries we will cover the following:
 historical background to privatisation
 what was owned by the public sector
 the motivation for privatisation
 the details of the privatisation programme
 the response of unions and community structures to privatisation

Case Study 1: The United Kingdom
Historical background
After World War 2, the Labour Party held political power in Britain. Throughout
the 1940s and 50s, the Labour Party government took a number of measures
to increase the power and influence of the public sector. In the area of services, a free national health plan was created. There was universal free education. Even tertiary institutions did not charge fees. The government also carried out massive low-income housing construction. Local government built
‘council’ houses which were rented to families and individuals at very low
prices. In short, a considerable welfare state was created. This included benefits for unemployed workers — often called the ‘dole’, as well as child allowance — a monthly stipend paid to families for each young child.

Page 16

THE INTERNATIONAL EXPERIENCE OF PRIVATISATION

Apart from services, the state also nationalised key industries. Perhaps the most important nationalisation initiative was the government takeover of the coal mines in the
late 1940s. Apart from mines, the government also nationalised the transport and
steel industries as well as taking over the
Bank of England.
Throughout the 1950s and 60s, the British
economy grew at a reasonable rate. There
were high levels of employment and the welfare state continued to expand. But by the
early 1970s, the British economy began to
slump. Growth slowed down, unemployment
began to rise. With the economic slowdown, the government expected less
money in taxes, making further financing of the welfare state more difficult.

In Britain, senior
citizens protested against
cutbacks and privatisation
in the 1980s.

Decline of British industry
“In the 1960s and 1970s whole sectors of British industry simply disappeared in the face of overseas competition. In the period 1961 to 1981
three million manufacturing jobs — over a third of all manufacturing
employment — were permanently lost. In Britain, once the ‘workshop of
the world’, it ceased to be possible to buy a British-made motorcycle,
camera, refrigerator, radio or television…nor did British firms have much
success in establishing market shares in new product lines such as
computers.”
Colin Leys, historian

This situation led many people in business and in the Conservative Party to
question the whole notion of a welfare state and state intervention in the
economy. In 1979, the Conservative Party won the national elections. Margaret
Thatcher came to power. A big part of her programme was to promote more
profits for business in order to make the economy more competitive in the
world market. A cornerstone of her economic approach, which came to be
known as Thatcherism, was privatisation.

A cartoon of Margaret
Thatcher, former Prime
Minister of the UK.

Conservative Party motivation for privatisation
The Conservative Party argued that the
British economy had become inefficient
because state-run industries were making huge losses. Thatcher gave a speech
in 1997 in which she talked about her experience of privatisation. In sum, Thatcher
argued that the nationalised industries
were inefficient, overmanned, weakened
by restrictive practices, and were a heavy
financial burden on the Exchequer (the
British department of finance).
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WORD DEFINITION

free market
In a free market economy
the state is usually lean and
mean, allowing business to
be free to buy and sell in the
market with little regulation
or ownership by government.

Thatcher and the Conservative Party saw privatisation as a key element in
turning the economy around from a collective, welfare orientation to a profitseeking, self-interest orientation. They put forward the slogan of TINA — which
stands for ‘There is no alternative’. In this case they were arguing that there
was no alternative to making the British economy take a more free market
orientation
and allowing business to play a bigger role through
privatisation and other measures.

The Conservative Party: the party of ‘free choice’
Margaret Thatcher was not the first Conservative Party leader to argue
for free market capitalism. In 1964 the leader of the Conservatives Enoch
Powell stated:
“Whatever else the Conservative Party stands for, unless it is the
party of free choice, competition, and free enterprise, unless — I
am not afraid of the word — it is the party of capitalism, then it has
no function in the contemporary world, then it has nothing to say to
modern Britain.”
Enoch Powell, Conservative Party leader, 1964

The details of the privatisation programme

British Rail was one of
the enterprises privatised.
This led to job loss and
poor service.

The British privatisation programme tried to advance the notion of ‘popular
capitalism’. In advancing this popular capitalism, the Conservative government moved slowly — sector by sector. They began to privatise by selling
state-owned companies to shareholders. In many cases, the workers themselves became shareholders. For example, in the privatisation of British Aerospace, 89% of the eligible work force took up the offer to become shareholders. But shares in many former state-owned companies were offered to the
general public as well. Throughout the privatisation process, the percent of
British citizens who were shareholders in companies rose from 7% to 20%.
Another key early initiative from the government which tried to build support
for privatisation was the selling of council houses. In the privatisation of
these state-owned
houses the tenants
were typically given
the first option to
buy. Since most of
the tenants were
working class, this
built some base of
support for privatisation amongst the
workers. By 1986
more than one million council houses
and flats had been
sold.
By the mid-1980s,
the Thatcher gov-
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ernment was rapidly expanding its privatisation activities. While productive
companies had been the major targets for the first round of privatisation, the
government eventually sold off public utilities: water, gas and electricity. British Rail was also privatised. By the mid-1990s over 50 major businesses employing 1 million people had been privatised.
Apart from industries and housing, the British privatisation programme also
included cutting back on government services. This included the closure
of some 500 hospitals between 1979 and 1994. The number of hospital beds
fell from 351 000 in 1981 to 242 000 in 1992.

Different assessments of privatisation in the UK
“My aim was to create every one a capitalist, and each employee to
have an individual ownership interest…free enterprise works because, like democracy, it gives power, in this case economic power,
to the people.”
Margaret Thatcher

“Privatisation has not merely restored ownership to a few anonymous industrialists, but to ordinary individuals at large; and therein
lies its attraction. It has been such a success that the very word
‘nationalisation’ has disappeared from the language of the Parliamentary Labour Party and the socialist intellectuals.”
Peter Clarke, economist

“Privatisation greatly weakens the power of politicians, civil servants, and trades unions in the nationalised industries and the local
authorities. By bringing in the force of the market, it adds to the
power of those who already wield a great deal of it in industry and
in the financial world.”
Julia Neuberger, British economist

“Britain’s experience of privatisation has brought with it all of the
following — huge windfall profits for the companies, record dividends for their shareholders, and massive pay rises for those at the
top of these companies. At the same time employees have suffered job losses and insecurity, while the consumers have had
massive price rises.”
General Secretary of the British Public Sector Union, UNISON

Response of unions and community groups
The trade unions in the UK did try to resist privatisation. In many municipalities, unions tried to oppose the privatisation of services. For example in the
early 1980s attempts to privatise refuse removal in Wandsworth led to a series of industrial actions, including strikes by the National Union of Public
Employees (NUPE). In 1981 a proposal for employees to ‘buy out’ shares in
the National Freight Company was strongly opposed by the Transport and
General Workers Union. But in the end, few moves to oppose privatisation
succeeded.
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The Miners’ Strike of 1984–85
The most famous confrontation over the issue of privatisation was the miners’ strike of 1984–85. This was a major
struggle over the closure of certain mines which government declared unprofitable. The mineworkers went on strike
for over a year to try to block the action by the government.
But in the end the workers were defeated. This defeat of
the mineworkers contributed to a huge decrease in union
membership and a more defensive position by labour
against privatisation.
For the most part, unions focused on regulating the process and trying to protect the interests of their members.
They fought for demands such as minimum jobs losses,
forcing privatised industries to recognise unions, and maintaining gains which had been won through bargaining. Communities also moved toward a more regulatory approach,
setting complex structures to monitor the performance of
private service delivery companies. Some trade unionists
and community activists, however, thought that privatisation should be resisted by building alliances between workers, the users of services, and other community structures.
British miners
during the 1984–85
strike.

Some outcomes of privatisation in the UK
Privatisation led to a reduced level of union membership. In 1979 union
membership stood at 13,3 million workers — about 55% of the workforce.
By 1986 the figure had fallen to 38,6% or 10,5 million workers.
The sale of state assets in the UK privatisation brought £11 billion into
state coffers between 1980 and 1987.
Brokers and consultants made huge amounts of money by organising
the privatisation programme. They earned £190 million for the privatisation of British Telecom alone and more than £1 billion for the privatisation programme as a whole.

British trade unionists looking for alternatives in the
struggle against privatisation
These are some comments from British trade unionists about how to
fight privatisation:
“We need to develop greater unity and more permanent working
relationships and organisational links between public service workers and the users of services….
We have to try to move the terrain of the struggle away from the
current focus on the cost of public services and the amount of pub-
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lic spending. The scale, quality and effectiveness of the service are
what matters…We can’t win on the costs argument in isolation.”
Dexter Whitfield, Services to Community Action and Tenants
Dave Hall, Trade union researcher

“The policy of privatisation can be successfully opposed but it requires a broad campaign, early organisation and determined resistance. Further, as it flows from political ideology supporting the
interests of private enterprise rather than public services, it cannot
simply be fought individually…Privatisation cannot be allowed to
remain simply a public sector issue. It fundamentally affects the
society we live in.”
Ian Scott and David Benlow, National Union of Public Employees

Case Study 2: Zambia
Background
Zambia was a British colony (known as Northern Rhodesia) from the late 1800s
until 1964 when it gained political independence. During the colonial period
most of Zambia’s economy centred around production and export of copper.
There was little development of other industries. Services like education and
health were also scarce for the black population. There were
less than 100 university graduates in the entire country at
independence. Two thirds of the adult population were illiterate.
The first leader of independent Zambia, Kenneth Kaunda,
attempted to build a developmental state with a strong public sector. Kaunda saw such a strong state as an important
means of improving the lives of the people. A key step in
building this public sector was the nationalisation of nearly all
industries, including the copper mines. Throughout the 1960s,
copper prices remained high. The Zambian government was
able to use the profits from copper to subsidise the expansion of schools, clinics and other services. Between 1964 and
1983 the number of primary schools increased from 1 862 to
2 813. Secondary school enrolment went up from 14 000 to
115 000. But in the mid-1970s, the price of copper fell on the
world market. Zambia was forced to borrow in order to continue to finance the developmental state. However, when the
price of copper failed to rise again on the world market, Zambia could not escape a serious debt crisis. With more than
90% of export income flowing from copper, the extensive developmental state could not be sustained. The problem was
made worse by considerable corruption and inefficiency in many of the state
enterprises. Eventually Zambia had no choice but to borrow from the International Monetary Fund (IMF). In accepting the loan, Zambia had to agree to an
economic Structural Adjustment Programme (SAP). One of the key conditions of the SAP was to reduce the size of the public sector, largely through
privatisation.
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What was owned by the public
sector?
In Zambia there were more than 300
parastatal corporations. These included
most producers of goods like sugar, beer,
cement, cigarettes, crushed stones, dairy
goods, elevators, fabrics as well as providers of services such as transport, hotels, and
cold storage. But the most important of all
the state-owned enterprises were the copper mines.

What was the motivation for
privatisation?
As noted above, privatisation in Zambia was
largely driven by the SAP imposed by the
IMF. In advancing privatisation, the IMF and
its supporters had a number of motivations:
 They argued that the public sector was
too big, inefficient and corrupt. In their
view, the parastatals could only be
saved by instilling the profit motive of
the private sector.
 Zambia needed to raise considerable
finance in order to tackle its debt problems. Supporters of privatisation viewed
Privatisation is often a big attraction for foreign investors.
the revenue that could come from selling of state assets as an important
source of this finance.
 Many supporters of privatisation linked the move toward a more lean and
mean state with a shift toward political democracy. Under Kaunda, Zambia was a one-party state without any elections. Backers of privatisation
argued that state control of the economy went hand in hand with excessive state political power.

What were the details of the privatisation programme?
In the end, privatisation was linked to a change of government. In the late
1980s, mass opposition arose against Kaunda. The leading opposition force,
the Movement for Multiparty Democracy (MMD), pressed for free elections.
In 1991 these elections were held and Frederick Chiluba, leader of the MMD,
became President. Chiluba was the former leader of the Zambian Congress
of Trade Unions (ZCTU).
Once in power, Chiluba began to implement privatisation extensively. A Privatisation Act was passed in 1992. By the end of 1997 more than 200 parastatals
had been privatised. Privatisation took a number of forms:
 Management buyouts (MBOs) — where management bought up the
shares of the company.
 Employee buyouts — where employees bought up the shares of the
company.
 Public stock flotations — where shares were sold to the public on the
Lusaka Stock Exchange.
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 Joint ventures — where the parastatals formed partnerships with local
or foreign businesses.
 Outright sale of assets. In some cases entire companies were sold off.
For example, South Africa’s Shoprite bought 14 shops from the government with the intention of turning them into supermarkets.

The voice of supporters of privatisation in Zambia
“People used to joke that in Zambia there’s a parastatal for everything and if you’re not careful they will set up one for you to breathe.
They were like day care centres for adults. It would not have made
a difference to the economy if the staff didn’t turn up for work.”
Gedeon Njoko, World Bank representative in Zambia

“The government inherited a vast range of problems, huge overseas debt…a decaying infrastructure and a populace unused to
democracy…the neglected economy must be restructured, state
control is being replaced by privatisation…give us five years and
we will have eradicated the neglect and excesses of the previous
27 years.”
Zambian High Commissioner to London, 1992

Response of unions and community groups
In the 1980s, one of the major forms of privatisation was the removal of subsidies from basic necessities like mealie meal. On a number of occasions these
price rises led to mass actions and riots in the major cities. When the MMD
came into existence, many opponents of the government, including the trade
unions, supported the new party. Since the MMD’s leader was also the head
of the ZCTU, it was not surprising that organised labour supported the MMD.
Since Chiluba’s party has taken forward the SAP and privatisation, the trade
unions have participated in the government structures which take decisions
around privatisation. Despite this participation thousands of jobs have been
lost. The effects of the SAP and privatisation have even led to a split within the
ZCTU with some unionists wanting to continue to support Chiluba but others
wanting to join the opposition. Some trade unions have also begun to look for
alternative policies. But they have not been able to consolidate a popular
alternative vision, nor have they had much success in combating the advance and impact of privatisation.

Labour’s voice on privatisation in Zambia
“We are not opposed to privatisation in terms of its broad objective
of dismantling the monopolistic structure of the economy.”
ZCTU statement, 1992

“In areas where privatisation is contemplated, a strong regulatory
framework should be in place to prevent misuse of monopoly power
and under-concentration of ownership.”
ZCTU paper, 1992
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“Trade unions must build their capacity to offer alternative policies
and enable social partners to effectively participate in the development of programmes for growth and employment.”
Fackson Shamenda, Chairman General of the ZCTU, 1994

“The unions seem more sympathetic to government woes than to
ours. We are the ones being retrenched, we expect our unions to
seek alternative solutions.”
James Mphande, mineworker,1994

The case of Zambia shows the difficulties that many African labour movements have faced. With national governments operating under SAPs, there is
little space for labour to resist privatisation and liberalisation. This situation is
often made worse when the national government itself is anti-democratic and
anti-labour. But how can the labour movement build an effective opposition
with both political democracy and a national economic strategy which advances the interests of workers and others marginalised by SAPs?

Conclusion
In this chapter we have looked at the experience of two countries where privatisation has been carried out. As in most countries where state assets have
been privatised, the unions have had little impact in stopping the drive to
privatise. Does this mean that as Margaret Thatcher argued, ‘there is no
alternative’ or does it imply that unions and other social movements must
look for new ways to respond to the issue of privatisation? In Zambia the trade
unions have agreed to privatisation but have participated in the key structures which made decisions about privatisation. Is this enough to protect
workers’ interests and guarantee adequate services for the public? Let us
keep this question in mind as we examine the experience of privatisation in
South Africa.
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CHAPTER 4

PRIVATISATION IN
SOUTH AFRICA

In previous chapters we looked at the international experience of privatisation. But South Africa also has designed and implemented a policy of privatisation. In this chapter and Chapter 5 we will look at the experience of privatisation in South Africa and the responses of unions and communities. We will
look at:
 privatisation under the apartheid state
 post-1994 privatisation policy: the National Framework Agreement and
GEAR
 the implementation of privatisation post-1994
 the responses of unions and other
structures
 debates over privatisation

Union anti-privatisation
demonstration during
the apartheid years.

Privatisation under the
apartheid state
In this section we trace the development
of privatisation as a strategy in South Africa. The National Party government first
introduced privatisation in 1987. We will
look at why the apartheid government argued for privatisation, how far it was able
to privatise, and what obstacles it faced
in its programme.
After the National Party came to power in
1948, it needed to consolidate its support
base among the white working class and
Afrikaner business owners. The party increased its base of support amongst the
white population by making use of its control of the state. It took steps like:
 providing employment for white workers on the railways, in the post office,
and in the civil service in general
 providing social benefits for whites.
These included free education, subsidies on basic services like water and
electricity, and state housing
 setting up enterprises to provide the
infrastructure needed by a developing
local industry. This included setting up
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WORD DEFINITION

new state-owned enterprises like Iscor and Sasol and expanding existing public sector companies like Eskom. To further build the government’s
base of support, the services and products of these parastatals were
provided to business at subsidised rates.

deregulation
This means reducing the
ways in which the state
regulates or sets rules for
the economy. Examples of
deregulation are removing
minimum wage laws or relaxing environmental protection legislation.

The large enterprises set up by the government gave the state a very big
influence in the economy. The public sector employed many people, and was
responsible for considerable investment in the economy. The role that the
state played helped to empower the Afrikaner population, especially Afrikaner
business owners.
Throughout the 1960s and 1970s, South Africa was one of the fastest-growing
economies in the world. This growth mainly benefited the white population.
But by the 1980s, the National Party government was feeling the effects of the
global economic crisis. The moves toward the lean and mean state in the UK
and other industrialised countries began to influence the apartheid government. In 1987 the National Party government produced a White Paper on
Privatisation and Deregulation.
The White Paper put forward the following motivations for privatisation and
deregulation:
 the size of the public sector and government spending needed to be
reduced to open up investment opportunities for the private sector
 business must be allowed to develop and grow without state intervention
and with minimum regulation
 cutbacks on state spending and money raised by selling off state assets
could provide much-needed funds for government

Privatisation often
means retrenchment.

With economic sanctions and the general world-wide economic slump,
the government was struggling to find enough money to carry on paying
for apartheid.
The apartheid state began a process of commercialising state-owned
enterprises like Eskom,
Telkom and the Post Office. Commercialisation
meant that these enterprises needed to make
efficiency and profit-making a priority. Apart from
commercialisation, the
state also sold off Iscor.
But despite the aims of
the White Paper, the government was not able to
carry through with a full
privatisation programme.
There were two reasons
for this. Firstly, international sanctions meant
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that many transnational companies were not prepared to buy South African
state enterprises. Secondly, the trade unions and anti-apartheid organisations were strongly opposed to the ‘unilateral restructuring of state assets’.
They engaged in mass action to block the selling off of state enterprises.

COSATU on privatisation pre-1994
COSATU on privatisation by the National Party government:
“Politically, the regime hopes to strip the state’s assets before a
non-racial government can take power. This would seriously limit
a new government’s ability to make much-needed changes.
Privatisation effectively means giving public assets to white
private ownership.”
COSA
TU’s vision of the post-apar
theid state:
COSATU’s
post-apartheid
The 1992 Economic Policy Conference of COSATU resolved:
“There must be a redistribution of resources and power. This will
have to be done by a process of state intervention combining
nationalisation, anti-trust legislation
, and other forms of
legislative intervention…”
“We remain committed to social ownership which will include nationalisation of the leading heights of the economy. The key
objectives of nationalisation are to: i) act as an instrument for the
achievement of full socialism ii) build a society based on production for need rather than profit… We need to bear in mind that state
ownership does not automatically mean control by workers. Nationalisation therefore should take place under workers’ control.”

WORD DEFINITION

anti-trust legislation
This refers to laws which
prevent companies from
becoming too big. Antitrust legislation is especially designed to keep
any one company from
being the only producer in
an industry.

The conference resolution on the growth path goes on to say:
“The state must ensure that these basic services are retained in
public hands and any such services that have been privatised should
be renationalised.”

Post-1994 privatisation: the RDP, the
National Framework Agreement and GEAR
For many years prior to the democratic elections in 1994 there had been a
heated debate in the ANC and other political organisations about the future of
the economy. Privatisation was a key issue in this debate. From 1990, the
position of the ANC had been anti-privatisation. On his release from prison
Nelson Mandela had voiced his support for the nationalisation as a fundamental policy of the ANC.
Those who supported nationalisation and opposed privatisation drew on the
Freedom Charter which said:
 “The people shall share in the country’s wealth!
 The national wealth of our country, the heritage of all South Africans, shall
be restored to the people;
 The mineral wealth beneath the soil, the banks and monopoly industry
shall be transferred to the ownership of the people as a whole.”
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The RDP
The first economic programme of the new government was outlined in the
Reconstruction and Development Programme (RDP), published just prior
to elections in 1994. The RDP
pushed for a developmental-type
state in a mixed economy:
“Reconstruction and development will be achieved through
the leading and enabling role of
the state, a thriving private sector, and active involvement by
all sectors of civil society which
in combination will lead to sustainable growth.”
The RDP also emphasised the gender implications of the role of the
state in delivering affordable services:
“The needs of women, children,
and disabled people for affordable and safe transport are important. Adequate public transport at off-peak hours and security measures on late-night and isolated routes must be provided…
One important aspect of people being able to take control of their
lives is their capacity to control their own fertility. The government
must ensure that appropriate information and services are available
to enable all people to do this.”
While the RDP promoted a developmental state, it did not take a fixed position on the issue of nationalisation and privatisation. On this issue the RDP
stated:
“There must be a significant role for public sector investment to complement the role of the private sector and community participation in
stimulating reconstruction and development. The primary question
in this regard is not the
legal form that government involvement in activity might take at a
given point, but whether
such actions strengthen
the ability of the economy
to respond to the inequalities in the country,
relieve the material hardship of the majority of the
people, and stimulate
economic growth and
competitiveness.”
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The National Framework Agreement
(NFA)
Throughout the debates over
economic policy, there was general agreement within government, labour and business that
the state needed to be restructured. The key issues were:
i) what form would that restructuring take?
ii) who would make the decisions about restructuring?
Business wanted the state to
step aside and provide more opportunities for the private sector.
They preferred a lean and mean
state. Labour generally promoted a developmental state,
with increased service provision
by government to redress apartheid backlogs in areas like housing, health,
education and welfare. Some groupings within labour also continued to promote the policy of nationalisation of certain privately owned companies and
industries. COSATU and its affiliates held demonstrations and other actions in
response to privatisation proposals from the newly elected government.
The conflicts and debate between government and labour on the issue of
privatisation ended up with finalising the National Framework Agreement in
1995. This was signed
through National Economic
Development and Labour
Council (NEDLAC) by
COSATU, the Federation of
Unions of South Africa
(FEDUSA), and the National
Council of Trade Unions
(NACTU) as well as the
Government of National
Unity. The NFA outlined the
goals for ‘restructuring of
certain state assets’ and the
steps that were to be followed in the process. The
NFA set up a number of joint
structures of government
and labour to discuss plans
for restructuring. The NFA
also stated that restructuring proposals would be
‘negotiated through the collective bargaining process in terms of the Labour Relations Act.’ (for more detail on the NFA, see the box on page 30)

If these municipal workers
jobs are out-sourced will
they carry an even
heavier load?
SAMWU and
TEWU demonstrating
against privatisation of
transport (1996)
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The National Framework Agreement
WORD DEFINITION

strategic equity
partners
These are companies or
consortia with money to invest in a partnership with
existing state-owned enterprises. The buying of part of
a state-owned enterprise by
a strategic equity partner is
a form of privatisation. Most
strategic equity partners are
overseas companies.

fiscus
The fiscus is the money government has to spend, often referred to as government ‘coffers’.

cost recovery
pricing
This refers to setting the
price of a service so that
costs are paid by the user.
Cost recovery pricing attempts to get rid of government subsidies. For example, under full cost recovery
pricing, school fees would
cover all expenses of education.

social plan
Many people in trade unions
argue that when restructuring or privatisation is carried
out, a social plan should be
negotiated. The social plan
should cover retraining of
any retrenched workers,
plans for affirmative action
promotions, plans for
worker empowerment or
profit-sharing — in other
words, plans in a number of
areas which can try to soften the blow for workers or
even help them to benefit
from the restructuring or privatisation process. Do you
think such social plans are
viable? Are there any problems that workers might
have with setting up and implementing social plans?
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The National Framework Agreement (NFA) was the first occasion on
which the government and organised labour successfully negotiated
around the policy of privatisation. The agreement also marked a change
in the policy of COSATU. Prior to the NFA, COSATU had rejected privatisation, but in the NFA it accepted that privatisation would take place
in certain instances. Below are some key extracts and points from the
NFA:
The role of the state
The initiative to restructure state assets is part of the process of implementing the RDP. Government and Labour recognise the legitimacy of
the state playing a role in productive sectors of the economy. Therefore, restructuring is not necessarily geared towards reducing state
involvement in any economic activity.
The objectives of restructuring
 increase economic growth and employment
 meeting basic needs
 redeployment of assets for growth
 infrastructural development by mobilising and redirecting private
sector capital
 reduce state debt
 enhance competitiveness and efficiency of state enterprises
 finance growth and requirements for competitiveness
 develop human resources
Guiding principles for restructuring
 re-orientate and enhance public sector efficiency
 restructuring must redistribute wealth, boost the small and medium enterprise sector have sustainable affirmative action implications and facilitate genuine black economic empowerment
 participation and transparency
The NFA and workers
“The ultimate aim of restructuring is to improve the quality of life for all
South Africans. Therefore, the underlying approach is that restructuring should not occur at the expense of workers in state enterprises.
Every effort should be made to retain employment.
Where restructuring potentially has negative consequences for workers, a social plan
must be negotiated with the relevant unions at
the enterprise level which takes account of the workers’ interests.”

The GEAR macroeconomic framework
The changing role of the state
In June of 1996 the government released GEAR (Growth Employment and
Redistribution), which set out its macro-economic strategy. One of the main
issues addressed by GEAR was the role of the state in the economy.

PRIVATISATION IN SOUTH AFRICA

GEAR shifted the state more toward the
lean and mean model. According to
GEAR, government should not focus on
owning assets or manufacturing enterprises. Rather, the government should
focus on:
i) Regulating the economy, rather than
being an owner or producer.
ii) Encouraging foreign investment by
providing a climate which is attractive to investors.
iii) Cutting back state spending.

GEAR and privatisation
The GEAR document does not use the
word ‘privatisation’. However, in outlining
the process of the restructuring of state
assets, selling off of these assets is noted:
“The nature of restructuring, as outlined in the framework (NFA) agreement, may involve the total sale of
the asset, a partial sale to strategic
equity partners
or the sale
of the asset with government retaining a strategic interest.”
GEAR also notes that state entities should have “appropriate regulatory policies, aimed at ensuring that pricing policies are fair and fully recover operating costs, while also promoting competition or protecting consumers against
monopolistic practices.”
GEAR also advocates the creation of public-private partnerships (PPPs) in
order to supplement government spending.
“Recognising the limited capacity of the fiscus
, government is committed to the applications of public/private partnerships
based on cost recovery
pricing
where
this can practically and
fairly be effected.”

Public sector workers
have campaigned for
better services and
wages, such as during
the 1999 strikes.

Privatisation under GEAR
Once GEAR became the
economic policy of the government, restructuring exercises were carried out in a
number of state-owned enterprises and sectors. In different cases, the government
opted for different forms of
privatisation. We will discuss
some case studies later in the
next chapter.
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The government has given a number of motivations for privatisation. These
include:
 Finance: The government says it does not have enough money to build
and maintain the infrastructure that is needed. By privatising it wants to
access private sector funding for building infrastructure. Furthermore, by
selling off state assets it hopes to cut back on annual expenditure and
raise money to pay off past debts.
 Public sector inefficiency: Another reason that the government sometimes puts forward is the amount of waste and corruption and the lack of
efficiency in the public sector. It argues that these problems can’t be
avoided because of the nature of the public sector. So the best way of
developing efficient, economical use of resources and delivering effective services is to bring in the private sector.
 Black economic empowerment: The government also argues that privatisation can be used to promote black empowerment. It argues that this
can happen through mechanisms such as the National Empowerment
Fund (NEF). All state assets which are privatised will have to sell up to
10% of their shares to this fund. The money in the fund will be used to help
small black manufacturing businesses. It will also give historically disadvantaged communities the opportunity to own shares and, in this way,
encourage them to think of themselves as having a stake in the economy.
All state enterprises which restructure will also be encouraged to offer
some shares to employees. This is meant to encourage the employees to
work harder and be more committed to the company because they now
have a stake in how well it does.

The critic: Is it true that government departments are always corrupt
and inefficient? What about the services for whites under apartheid? It
was said that whites under apartheid had one of the highest standards
of living in the world. Surely some of the government services such as
electricity, water, education, health care, and the national park system
must have provided high-quality service at low prices for them.

Conclusion
In this chapter we have looked at the history of privatisation in South Africa
under the apartheid regime. Also, we have looked at the debates that emerged
on this issue after the 1994 elections. In the next chapter we will look in more
detail at the post-1994 experience of privatisation.
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CHAPTER 5

THE IMPLEMENTATION OF
PRIVATISATION POST-1994

Introduction
In the previous chapter we looked at some of the historical background to the
current debates and processes concerning privatisation. In this chapter we
will focus in more detail on the steps the government has taken to implement
privatisation post-1994. We will also look at the debates that have emerged.
Lastly we will look at the responses of a number of sectors to privatisation. In
particular we will focus on:
 organised labour
 the churches
 business
“As far as the restructuring programme is concerned, government’s
central and overriding objective is to restructure the state-owned
sector into a series of well-managed and financially independent
companies, capable of providing goods and services at affordable
prices to all South Africa, particularly the previously disadvantaged.”
Stella Sigcau, then Minister of Public Enterprises, 1997

Where has privatisation already happened?
By mid-1999, the government had carried out a number of processes of
privatisation. For example, in many government institutions and departments, certain services had been
outsourced. The argument was that
these institutions and departments
should stick to their main activity or
‘core business’ and leave others to
do the rest of the work. Functions
which are typically outsourced have
been transport, cleaning, canteens
rubbish
and security. Outsourcing went to a
pic
number of ‘partners’. Sometimes private companies took over, in other instances the workers themselves set up
an independent company to deliver
the services.

Waste removal was
privatised in Khayelitsha.
As the photo shows
services did not become
‘world class’.

Apart from outsourcing a number of
other forms of privatisation had been
carried out. Below is a description of
some of the most important of these
initiatives:
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 Telkom: Selling off state assets to overseas strategic equity partners. In 1996 30% of Telkom was sold to a consortium made up of a US
company, Southwestern Bell, and Malaysia Behard. This was the biggest
privatisation deal, with a value of about R750 million.
 Queenstown: Public-private partnership in water and sewerage service. In 1995, the city of Queenstown in the Eastern Cape signed a 25year contract with Water Services South Africa (WSSA) to manage, operate and maintain the water and sewerage system in the city. The agreement was an amendment to a 1992 contract to service only the former
white area in Queenstown. The 1995 agreement included both the historically white area and the townships of Mlungisi and Ezibeleni. For providing this service, WSSA is paid a monthly fee by the municipality. This was
the first such contract signed in South Africa. Such an arrangement is
referred to as a ‘delegated management contract’.
 Sun Air: Privatising to promote black economic empowerment. In
1997 Sun Air was sold to a consortium for a sum of R97 million. The new
shareholders of the company were Rethabile Group (35%), Co-ordinated
Network Investments (19%) and the National Empowerment Fund (15%).
All of these are black economic empowerment consortia. Sun Air staff
also was given 5% of the shares. Immediately after being privatised Sun
Air’s business began to boom. Whereas in 1996 it averaged only 30 000
passengers per month, by 1998 the figure had risen to 80 000 per month.
But despite the increase in business, by August 1999 the company officially ceased operation.

Assessing privatisation in South Africa
These are but a few of the privatisation initiatives that have taken place. There
have been many more instances of PPPs, outsourcing, as well as increased
user fees. Most of these privatisation initiatives are relatively new. This makes
assessing their success or failure difficult. However, a study undertaken
by the National Labour and Economic Development Institute (NALEDI),
Restructuring of State Assets: An Assessment in May 1999 drew the following
conclusions:
 Employment in most enterprises has declined significantly.
 Many enterprises have made some progress in affirmative action.
 There is extensive use of outsourcing arrangements, particularly of ‘noncore’ operations.
 Some enterprises are attempting to use ‘community empowerment’ as a
cover for outsourcing.
 Profitability results are mixed with most enterprises making losses and a
few making good profits.
 Investment is declining in most enterprises, including the replacement of
old equipment.
The NALEDI report also made these observations about the role of unions in
the privatisation process:
 Unions need to develop appropriate — and co-ordinated — policies to
use at sector and enterprise levels.
 Unions generally lack capacity to respond to restructuring.
 The role of union investment companies in the restructuring process needs
to be clarified.
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Below is a brief overview of the different types of public-private partnerships
that exist. At present PPPs are the most widely promoted form of privatisation
in South Africa. There are very few ‘pure’ contracts. Generally a PPP will be a
combination of the different types of contract.

Types of privatisation contracts
Contract
type

What is
contracted out?

Period of
contract

Who pays for
new contract?

How does company
make profit?

Service

Operations and
maintenance

Short: 1 to
5 years

Government pays for
new fixed assets
(for example buildings,
pumps)

Direct payment for
service from
government — no risk
for the company

Management

Managing
delivery

5 to 25
years

Government pays for
new fixed assets

Direct payment from
government — no risk
for the company

Lease

Operating and
managing

10 to 15
years

Government pays for
new fixed assets

Company must
collect service fees
from consumers — some
risk for the company

Concession

Operating,
managing,
maintanenance
and building
new infrastructure

Long: 15-30
years

Private company
pays for new fixed
assets

The company bears all
financial risks for the
total operation and
development of the
service

POTWA workers
demonstrate against
privatisation in
Johannesburg 1996.
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Responses to privatisation from labour and
other sectors
In this section we look at the responses of trade unions and other organisations to privatisation.

COSATU
Before the government produced GEAR, COSATU came out with its own economic policy document called Social Equity and Job Creation. Although this
document says less about the role of the state, it does still recognise the need
for state intervention in the economy for reconstruction and development.
It talks about:
 an extensive public works programme
 the restructuring of state assets
 redirecting state spending to meet the needs of the poor

The public sector
can help lighten the
domestic load for
many women.

The COSATU Central Executive Committee of 1996 resolved:
“[We reiterate our] opposition to wholesale privatisation of state
assets since this is usually driven by greed, the need to push the
state out of production and to subject delivery of certain basic services as outlined in the RDP to the laws of profit.”
The CEC also argued that there is a place for all forms of ownership:
“nationalisation, privatisation (where necessary), joint venture, opening of new entities and partnerships between the state and private sector.”
“There may be state assets which should
never have belonged to the state sector
in the first place, whose retention does not
benefit the majority of people or helps perpetuate the apartheid divide…these
would need to be identified and sold”,
The COSATU CEC went on to identify the following as sectors which should be in the state
sector:
 post office and telecommunication
 electricity
 public transport
 housing
 health
 water
 state forests
 municipal services
 education
 roads
COSATU has committed itself to “publicise and
resist the GEAR elements of subsidy cuts, privatisation, labour market flexibility etc.”
(COSATU 1997 Congress).
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FEDUSA
“A strong argument can be made out that
restructuring and/or privatisation leads to
job losses and therefore should be resisted at all costs. Such an approach
amounts to an oversimplification of the
issues at stake and fails to take cognizance of the following realities:
 The State/employer may privatise/restructure
 Restructuring and/or privatisation
need not necessarily lead to job
losses
In dealing with restructuring and privatisation, FEDUSA and its affiliates should endeavour to manage the
process in the best interest of its members, in addition to protecting its members’ rights, rather than blinding itself by the fact that
restructuring and/or privatisation may cause job losses.”
Policy statement 1997:

Privatisation typically
means cutbacks in
services such as
creches.

The South African Catholic Bishops’ Conference,
1999
“It is well-established that privatisation of state-provided services leads
to job losses and, in many cases, to a deterioration in job quality…It
must also be clearly stated that jobs must never be lost simply for the
sake of profit…
Secondly, privatisation of essential services can and does result in the
costs becoming unaffordable for many. The state has a duty to provide
basic services such as water, electricity, refuse-removal, public transport and the like at costs which are not out of reach of the poor…
There are also those state-owned enterprises that are not in the business of providing essential services…it is better that such assets, paid
for by taxpayers over many years, be transferred into the hands of
many common owners than into the hands of big business or the
already rich.”

The debate within the labour movement over
privatisation
Since the implementation of privatisation a number of views have been put
forward in response. Here we will summarise a number of these views and the
counter arguments to these views:

‘Resist privatisation across the board’
According to this view, privatisation leads to retrenchments, decreases in
wages and lowering of conditions of employment. Therefore, from the standpoint of organised labour there is nothing to be gained by privatisation.
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WORD DEFINITION

cherry picking
When a company chooses
to buy up only the parts of
the state assets which are
making profits, leaving the
non-profitable enterprises
and services in the hands of
government.

Those who reject privatisation also argue that privatisation has a number of
other long-term problems. First of all, they argue that privatisation of social
and municipal services will make them unaffordable for the majority. For example, they argue that private sector providers in health or refuse removal will
‘cherry pick’
, that is, provide service only where they can make a profit.
Such cherry picking would leave the majority with no service or very poorquality service. They argue that this form of privatisation runs counter to the
RDP.
Another point made by those who reject privatisation is that in most cases
state-owned enterprises will be bought up by foreign transnational corporations. In the long run, they argue, this will not lead to redress of apartheid
inequities, but give more economic power to the powerful.

Counter argument
Some people argue that privatisation cannot be stopped. According to them
it is part of the process of globalisation. Resisting privatisation at all costs will
simply lead to massive defeats for the labour movement when gains could be
won from the privatisation process.
Some people also argue that although privatisation may not benefit workers,
it does benefit consumers as they get better service at a cheaper price.

The critic: Do consumers benefit from privatisation and
competition? If we have three cellphone providers will they not lower
prices to attract consumers? Couldn’t this benefit consumers
more than a state monopoly on cellphones?

The SAMWU anti-privatisation campaign
In February 1997 SAMWU took a strong position against privatisation
and launched a national anti-privatisation campaign. The main objective of the campaign was to block privatisation, especially contracting
out of municipal services like water, waste and refuse. SAMWU managed to block privatisation of these services in many communities.
The union’s most notable target was Nelspruit, where contracting out of
water services to the British transnational corporation Biwater was delayed for over a year. SAMWU drew international support from the Public Sector International (PSI) and other unions around the world. But, in
the end, SAMWU’s campaign was toned down. The national campaign
structure was dismantled and the union began to negotiate a regulatory framework with the government. Why did the SAMWU campaign
wind down? Was it due to pressure from the government? From the
TNCs? From other unions? Did the union fail to win public support for its
efforts? These are key questions in looking at the experience of privatisation for the labour movement in South Africa.
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International solidarity with SAMWU
“I wish SAMWU all success in your battle to maintain water supply
and waste disposal in socially responsible and publicly accountable hands.”
Donald MacDonald, President, Communication Workers Union, UK

‘Privatisation to promote black economic
empowerment and workers’ power’
According to this view, privatisation can be beneficial if assets are sold or
services are outsourced to the appropriate people. A number of proposals
have been put forward in this regard. As noted above, one of the government’s proposals has been to ensure that any sales of state assets go to
black owners such as empowerment consortiums. In this way privatisation is
supposed to redress the inequities of apartheid.
A second proposal is to outsource or sell off state-owned assets to workers.
This can be done in a number of ways. For example, in some state-owned
companies services like transport or cleaning are being outsourced. When
such an outsourcing process takes place, the company could be forced to
outsource to a company formed by the workers of the state enterprise. Such
a process should ideally be accompanied by loans to the new worker owners
and training in how to operate their business. This is supposed to increase
the economic power of the workers themselves.

Publicity sticker for
SAMWU’s 1997–98
campaign.

Another scheme which is intended to benefit workers involves giving workers shares in
the company through a privatisation process. Such shareholding schemes are often referred to as ESOPs — employee
share option programmes. With
these shares workers are supposed to have more control over
the company and also have a
direct interest in making sure that the company becomes profitable and competitive.
Still another scheme in this regard is to sell off state-owned assets to trade
union investment companies. This process of privatisation is intended both to
empower workers through their investment companies and to promote a harmonious relationship between workers and employers.

Counter argument
Some people argue that the types of empowerment proposed here will not
benefit workers or consumers. With regard to black economic empowerment
consortia, opponents argue that only a small elite benefits while workers and
communities lose jobs and end up with poor service provision.
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With regard to worker-owned companies, opponents argue that these are
doomed to failure. Services are typically outsourced in order to cut costs. If
the worker-owned company has to cut costs, then the workers who actually
own the company will end up having to exploit those who work for them. The
argument is that worker-owned companies can only prosper with some form
of state subsidy.
With regard to trade union investment companies, opponents argue that such
forms of privatisation create a conflict of interest for the trade union. If a trade
union investment company wants to maximise profits, sometimes it may be
forced to oppose its own membership. For example, if a trade union investment company in the transport sector buys shares in a government-owned
airline, how does the investment company respond when workers of the company want higher wages or oppose retrenchments? In order to maximise profits
the investment company may have to oppose wage increases, but in order to
serve the interests of the members, the union must support higher wages.

‘Regulate the private providers to ensure efficiency
and quality’
In many sectors, particularly municipal services, some forces within government and labour have proposed creating regulatory frameworks for privatised operations. Under a regulatory framework, a company which provides a
service which was formerly delivered by government has to follow a set of
regulations. These regulations cover quality of service, accessibility, job retention, affirmative action, and development of infrastructure. Such a regulatory framework would be agreed upon by government, labour and the provider at the beginning of a privatisation process. The government and labour
would then have the responsibility of monitoring the framework and enforcing
penalties if the framework was not followed.

Counter argument
Opponents of regulatory frameworks argue that they have two major drawbacks. Firstly, if too many regulations are put on profit-making companies,
they will just refuse to invest, thereby derailing the
whole privatisation process. Secondly, opponents
argue that regulatory frameworks are often very
complex and require technical expertise. For example, in order to regulate water service delivery,
a laboratory is needed to analyse the water and
make sure it is healthy for drinking. Opponents argue that government and labour lack the capacity
to effectively monitor most service provision, leaving companies to do as they please in order to
maximise profits.

‘Privatisation is acceptable if workers do not lose out’
A view held by some people within the labour movement is that privatisation is acceptable if workers
do not lose out. According to this view, any privatisation process must rule out retrenchments and
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guarantee that workers retain their existing wages, conditions of service,
and union membership. Supporters of
this view regard the interests of the
workers as the only factor to be considered in the debate around privatisation.

Counter argument
Some people argue that the issue of
privatisation includes much more than
the wages and conditions of workers.
For example, much of the public sector is concerned with providing services to communities. In many of these
communities there are major apartheid
backlogs for basic services such as water, electricity, and housing. Those who
want improved service delivery argue that workers must concern themselves
not only with their own wages and conditions, but must consider how proposals
for privatisation will affect quality and affordability of services to historically
disadvantaged communities. If labour only looks out for its own interests, it
may be viewed as anti-development. Moreover, in many state sectors most of
those employed are men. If unions in those sectors only focus on protecting
jobs, they may be accused of privileging men as opposed to providing job
opportunities for women.

Budget cuts may lead to
overcrowding in schools.

How do we assess the success or failure of public
or private sector delivery?
The debates noted above raise a key issue: how do we assess the
success or failure of public or private sector delivery? For organised
labour job security, wages and conditions of service must be a priority.
But service delivery, especially given the apartheid history of South
Africa, is a complex process. Which of the following do you think
are the most important criteria in assessing whether a service is
being delivered successfully?
 Whether the service is affordable to the poorest sectors of the
population.
 Whether the service is accessible to the poorest sectors of the
population.
 Whether the service creates more debt for the government.
 Whether the ownership of the service is transferred to black or
worker ownership.
 Whether the service is ‘internationally competitive’.
 Whether the delivery of the service creates new jobs.
 Whether the company delivering the service is practising affirmative action.
 Whether the company providing the service is accountable to the
community.
 Whether the company providing the service makes a profit.
 Whether the company providing the service is South African.
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The views of business on privatisation
In 1996 Business South Africa commissioned an economic policy
document entitled Growth for All which strongly supported privatisation. Below are some passages from this document:
The objectives of an imaginative privatisation programme in South Africa could include:
 reducing public spending
 raising funds to ease the public debt burden
 broadening equity participation by black South Africans
 attracting foreign investors for balance of payments and technology reasons
Given such benefits, it may seem surprising that privatisation is still
resisted so widely. It is still viewed with suspicion by many politicians,
members of the public, some elements of the business community —
and especially by trade unions. Organised labour has yet to be convinced that the benefits that will flow to the economy from privatisation
will outweigh possible short-term job losses and dislocation costs.
Moreover, job losses in some highly unionised public enterprises may
be seen as weakening the union movement.
There are essentially two ways to deal with such opposition. The first is
to inform and persuade, the other is to tailor the privatisation programme
to make it more palatable to its opponents…No privatisation programe
can succeed unless it is suitably packaged and marketed, after extensive consultation with various stakeholders.
Growth for All: An Economic Strategy for South Africa
By the South Africa Foundation, 1996

Conclusion
In this chapter we have looked at the South African experience of privatisation and the debates around the issue. In the last chapter of the booklet we
will look at some case studies of alternatives to privatisation.
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CHAPTER 6

ALTERNATIVE RESPONSES
TO PRIVATISATION

In this chapter we will look at some instances in which unions, local government and other structures have attempted to respond to privatisation by looking for alternatives. We will look at two case studies in detail. Each will cover
a different type of response:
 The first case study will look at Odi in Northwest Province where the South
African Municipal Workers’ Union found a way to restructure water services without privatisation.
 The second case study will be Lodz, Poland where the union successfully
resisted privatisation of water services.
In addition, we will briefly look at social movements in India which have fought
privatisation along with other issues.
.

Case Study Number One: Water services in
Odi, Northwest Province
This case study will look at an alternative to privatisation at the level of municipal services. A number of small semi-rural communities in the Northwest province organised the first public-public partnership to build the capacity of
local government to deliver water. The case study will examine:
 the background of water delivery in the Odi area
 the process by which the
partnership was developed
 the details of the agreement
 the implications of the agreement for municipal services

SAMWU demonstrating
against privatisation of
water in Nelspruit in 1998.

According to agreements signed
between local government and
labour, public sector delivery is
the ‘preferred option’ for services. But democratic local government has taken on many new
responsibilities since 1995:
 unifying old local authorities
from historically white and
black areas
 developing structures of accountability
 formulating integrated development plans (IDPs)
In addition, responsibility for the delivery of services, including water has
been shifted from national to local level. Many municipalities have not been

Page 43

AN ALTERNATE VIEW OF PRIVATISATION

able to cope. A number have chosen to bring in the private sector by forming
Public-Private Partnerships (PPPs).
The formation of PPPs has been consistently opposed by the South African
Municipal Workers’ Union (SAMWU). However, until late 1999 there had
been little success with developing alternatives. But on 11 September, 1999
the first public-public partnership for water delivery was signed in Odi, Northwest Province. The agreement included local councils and the parastatal Rand
Water Board. Apart from these groupings, the South African Municipal Workers’ Union (SAMWU) played a leading role in pulling the initiative together. Let
us now look at how this alternative came into being.

The background of water delivery in the Odi area
Three main authorities are part of Odi: Ga-Rankuwa, Winterveldt and
Mabopane. In addition, a number of rural councils which fall under the Eastern District Council are also party to the agreement. A total of 400 000 people
are included. Historically this area fell under the old Bophutatswana. Average
household income in the area is about
R1 760 per month. Because of the poverty and history of Odi, many people
had little access to water delivery. At
the time of the signing of the agreement, of the 110 000 households in
the area, only about 30 000 had inside
taps. Nearly all of these were in urban
areas.
Across the country parastatal water
boards are responsible for delivery of
bulk water to local government. Municipalities now have the task of ensuring
that bulk water reaches households.
The water boards, which previously
spent 90% of their annual budgets on
delivery to historically white areas, are
now expected to help extend delivery
to the 12 million South Africans without
water service. However, in some parts
of the country the water boards became promoters of privatisation. The
Rand Water Board, the designated
structure for Odi, took a different approach, after pressure from labour and
the community. In 1995, the Water
Board proposed setting up a Section
21 company to handle delivery of water services. This position was opposed by SAMWU which wanted a publicpublic partnership. After several rounds of meetings between the water board,
the councils, SAMWU and community structures, a decision was taken to set
up a plenary steering committee to drive forward a process of developing the
public-public partnership. Under such an arrangement the parastatal water
board would be expected to work with local government to build the capacity
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of the municipality to operate and maintain the water delivery system. After a
transition period, the Water Board would be expected to go back to its role of
providing bulk water to local authorities.
The plenary steering committee of the Odi initiative included a wide range of
stakeholders from local councils, labour and the Rand Water Board. However,
the steering committee was not the only form of democratic participation in
the process. Project steering committees were also elected in each and every
community or village. These steering committees were involved in a range of
water-related management issues, including refurbishing the existing system,
dealing with illegal connections and promoting payment for services. A major
success of these structures was mobilising people to pay for services. By September, 1999 monthly collections had reached
R2,0 million up from a mere R500 000 in
April 1998. The increased payment was
largely a result of two important steps.
Firstly, a more effective billing system was
put in place. Previously many households
never received notice of their service
charges. Secondly, the so-called culture
of non-payment was addressed by cutting
off non-payers. However, unlike in many municipalities, this was done through negotiating and gaining the approval of the
elected representatives of these communities. As Sam Shabalala of Rand Water put
it, the Water authorities could cut off legitimately with ‘credible input from the community side.’ This participatory approach
extended also to the some 20 000 households which had illegal connections. Instead of viewing such activity as ‘criminal’ — Rand Water’s Rowan Duvel saw
it as ’an initiative shown by people’. The task of the service deliverer was to
channel this initiative into a scheme which could be sustained — not to punish
wrongdoers.

The Details of the Agreement
The agreement sets out a three-year transition period. During this time the
Rand Water Board gradually hands over water delivery to the municipalities
and the Eastern District Council. Two key elements will make the handover
possible. Firstly, the Department of Water Affairs and Forestry has agreed to
subsidise low-income users during these three years. This will allow the municipalities to seek other sources of funding and build up their own capacity
to collect fees for delivery. Secondly, more permanent structures of governance and accountability will be established. The governing structure will be
formed of the Rand Water Board, local government and labour. Their task,
according to Shabalala will be to ‘oversee implementation and management
of the contract’. This structure will also have to determine key areas of capacity building and ensure that they are fulfilled. At the same time, a Water Serv-
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ices Forum will be set up. According to Tshabalala, this Forum will be an
‘inclusive body of civic structures in the area’. They will be tasked with ‘water
management leadership development’ and will have the responsibility to set
up capacity building programmes for community management. The capacity
building will focus on three main areas — i) finding ways to monitor and control water which is at present unaccounted for — this would also include the
problem of illegal connections (which number more than 10 000) ii) encouraging users to pay for services iii) building the institutional credibility of local
government service delivery and the structures of the project.
During the three-year transition period, water services will be extended to a
number of previously unserviced or underserviced areas. At the time of the
signing of the agreement, pipes were in place to service 11 000 new households in Winterveldt. The parties hope to reach the 5 000 peri-urban households in the area which have no service.
In terms of sustainability, the agreement calls for the gradual increase of fees
for services during the transition. However, it is anticipated that further gains
will come from a much more effective control on unnaccounted-for water.

Implications of the agreement
Nearly all stakeholders agreed that the main achievement of this partnership
was to show that ‘it was possible’ to find an alternative to privatisation. Perhaps there are two questions which lurk behind the Odi agreement. Firstly,,
what made it possible in this particular community? Lance Veotte, National Water Co-ordinator for SAMWU summed it up in two words: “political
will.” For Veotte, the determination of the various stakeholders involved to
make a public-public partnership worked was the ultimate key factor.
A key component of the political will in Odi was the role of the Department of
Water Affairs and Forestry (DWAF) and other government departments. An
important foundation for the public-public partnership was laid with the establishment of a Presidential Lead Project for Water Delivery in Winterveldt.
This project brought tapped water to some 250 000 people. However, many
families could not afford to pay for the service. The DWAF subsidy provides a
three year period of affordability for these consumers. Ultimately then, the
public-public partnership would not have been possible without a major input
of resources from the national government.
The second key question is: can this public-public partnership be repeated
in other municipalities across the country? In communities where there is
equal political will, the Odi example could be repeated. Both the Rand Water
Board and SAMWU, which operate in dozens of municipalities are keen to
promote such partnerships further. For Korbie Mare, operation engineer at
RWB, the benefits of the project are clear: ‘a private company would not be
willing to go into a three-year agreement and then withdraw — a private company would typically go for a thirty-year agreement by which time the local
government would have lost all capacity to deliver’. For Mare what would be
in place after three years was something in which he could take pride: ‘we feel
quite confident at the end of the day we can leave behind people that can do
the best anyone could have done without external interference’.
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SAMWU’s Lance V
eotte
Veotte
eotte, expressed similar confidence in the importance of
the Odi agreement:
“This initiative has been three years in the making. It now fits perfectly with our vision of building the capacity of disadvantaged
municipalities so that they can deliver good quality, affordable services to the people, instead of throwing in the towel to a multinational
company.”

The Odi agreement: the participants speak
Sefolo Cleophus, co-ordinator of the local Goadirwa Community Development Project:
“People appreciate this because we’ve been making applications
for years to develop our area. Now the people of Ga-Rankuwa can
plant trees. We are already planning to build a park.”
Mirriam Motlhamme, SAMWU shop steward and municipal worker in
Mabopane for more than 20 years:
“All those negotiations where we did know what would happen to
us! But today I’m happy and proud to be part of it.”
Piroshaw Camay, Chairperson, Rand Water Board
We don’t want the Lyonnaises of the world, we don’t want the
Biwaters.
As a country we can do it ourselves. We have the
guts, courage and hopefully the cabinet support.”

Case Study Number Two: Water services
in Lodz
Lodz (pronounced ‘Woodge’) is a large industrial city in Poland with a population of about 900 000. In 1993, the French transnational corporation Generale
de Eaux put in a proposal to take over the running of the water services. It
offered to finance a new sewerage plant and then run the system. Solidarity,
the trade union federation, found out about this and organised an opposition
campaign.

WORD DEFINITION

Lyonnaise and
Biwater
These are two transnational
corporations which specialise in contracts for privatisation of water services.
Lyonnaise is based in
France, Biwater in the UK
but both operate in many
countries.

The trade union campaign included a number of tactics. First, members mobilised support within Solidarity and the other rival trade union federations.
Once it had mobilised its forces, the union then developed their own plan for
restructuring water services. It brought in trade union members with high
levels of skills like economists and engineers. This group worked with the
management of the public company to develop an alternative. They also found
a source of finance for the restructuring and the building of a new sewerage
plant from a environmental donor organisation — the Polish National Environment Fund. Once it had completed its plan, the union proclaimed: ‘We have
no need of foreign capital — there is plenty of investment finance in the Polish
National Environmental Fund’.
Their next step was to present the plan to the city council. This presentation
was followed up by a mass media campaign, which featured newspaper and
radio adverts.
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By January 1994, the union was ready to canvass member support for industrial action. The union organised a membership meeting. The mayor was also
invited to attend the meeting to try to motivate the case for privatisation. In the
end, he was booed out of the meeting.
After that meeting more serious lobbying and publicity work began. The union sent letters to MPs, senators, and local councilors. This publicity created
political divisions amongst leaders over the issue of privatisation. Ultimately,
the union succeeded in getting
some MPs and councilors to sign
a document opposing privatisation.
Despite this work, the public had
yet to be won over. But in May
1994, as local government elections drew near, the union produced over 200 000 leaflets to
explain why their public sector alternative would provide better
and cheaper service. These leaflets were distributed by the workers to every house in the city.
In the end, the opponents of privatisation won the election. After
lengthy debates, the privatisation plans were dropped in August, 1995. Today water services in Lodz remain in the public sector. Much of the union’s
plan has been implemented. Estimates are that the union’s plan saved the
city about R50 million. Service quality remains high and prices for households
are relatively low.

Why did the workers of Lodz succeed?
There are two factors which were important in the Lodz campaign:
1) the workers developed a viable alternative plan — they did not simply
oppose privatisation on the basis of trying to keep their jobs. Also, unlike
many trade union alternatives, the Solidarity plan included an alternative
source of finance for investment in new infrastructure.
2) the union mobilised a wide range of allies in their campaign — other unions, polticians and the consumers in the community

Building Alliances of Social Movements:
India and the Americas
Around the world many organisations, including trade unions, have come
together to form structures to confront privatisation and other globalisation
related issues. Here we look at two examples of such attempts::
 The National Alliance of Peoples’ Movements in India and
 The Peoples’ Summit of the Americas
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India: The National Alliance of Peoples’ Movements:
Building a national movement
Over the past decade in India there have been a number of campaigns directed at key economic issues. There have been two primary targets of these
actions: the increased ownership of the Indian economy by transnational corporations (with slogans like ‘Not Pepsi/Coke we want water’) and opposition
to the New Economic Policy (NEP) of the Indian government. The NEP is a
free market/neoliberal policy which promotes the interests of business, including extensive privatisation.
As a result of these campaigns, many of which have taken place at a local
level, a number of organisations — trade unions, NGOs, community structures, womens’ organisations and others have come together to form the
National Alliance of Peoples Movements (NAPM). The NAPM was founded in
1992 as a loose network of popular organisations. In 1998 the NAPM decided
to tighten up its structures via holding a national tour as a runup to the national elections. The NAPM did not intend to put forward candidates but to
put forward an alternative economic and political programme to that of the
existing political parties. In its view:
“The present national politics and its agenda does not take cognisance of the issues of eighty per cent of the population — the toiling masses, the real producers and the backbone of the nation.
Moreover, people are mad to believe there is no alternative.”
At the end of the tour the NAPM organised a national convention of over 300
people who represented 100 organisations from 17 states. They developed a
common set of resolutions which include:
“We are committed to a people-oriented and ecologically sound
economic policy giving priority to protection of people’s livelihood
and production for people’s needs in a sustainable way.
We oppose the uncontrolled powers of global and national capital...
We oppose the profit-oriented New Economic Policy and its attendant liberalisation, privatisation and globalisation because it
marginalises and even excludes a majority of people and exhausts
the resources of the nation for the sake of the accumulation of profit
in the private hands of a minority at the national as well as at the
international level.
We struggle for reorientation of economic policy. Priority will be given
to the protection of existing livelihood, generation of useful and remunerative employment, production for people’s needs, development and ecologically sustainable harnessing and use of natural
resources.
We oppose the irresponsible policy of closures and lockouts in the
organised sector and support the takeover of units by the workers.“
The actions of the NAPM have brought together workers and other social
movements to contest a number of issues: the privatisation of 48 ports in
the country, the selling off rights to produce natural gas to a foreign
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company, the construction of the 2 000 megawatt nuclear power plant in
Koodankulam..
In some instances the NAPM, its affiliates and other forces have managed to
block the TNCs and the Indian government from advancing their programmes.
One key to the success of the NAPM has been ability to mobilise a range of
groupings from organised labour to fishing communities to high-tech NGOs.
The central core of their work has been to contest the control of big business
over resources and communities and to pose alternatives which embody local economic development and sustainable environmental practice.

Can the issue of
privatisation be worked
out in structures like
NEDLAC or is mass
action needed?

Perhaps the most well-known campaigns have taken place in the state of
Maharastra. Firstly there were mass mobilisations against Enron, a US based
natural gas company. In 1995 Enron negotiated a contract with the Indian
government to build India’s largest power plant — some 2 015 megawatts.
The project, a public-private partnership, was costed at $2,8 billion — the
largest foreign investment in the history of India. Funding was supposed to
come from the state electricity board in Maharashtra
(where the plant was to be located) and by increasing power charges by 800% over the course of 20
years. The corporate entity which ran the project was
called Dabhol Power Company (DPC), a joint venture of Enron and two other US TNCs: Bechtel and
General Electric.
Community activists argued that building of the power
plant would end up displacing thousands of residents of Maharashtra, many of them involved in smallscale fishing. For several years mass demonstrations
and other activities were directed against Enron. According to the US-based organisation, Human Rights
Watch, in 1997 alone there were at least 30
mobilisations where anti-Enron demonstrators’ human
rights were violated. On three occasions local police, who were being paid directly by Enron, beat
protestors at the company gates. Human Rights
Watch accused Enron of ‘corporate complicity in human rights violations’.
More recently, NAPM has focused on the privatisation of 48 ports in Maharashtra. The privatisation is
to include the building of high-tech megaports which
will lead to massive job losses. In addition, they will
undermine the livelihood of local people involved in
small-scale fishing. As a result, the dock workers
union joined with local fishworkers and farmers to oppose the building of the
mega-port. Working with the NAPM, organised labour and other groupings
have petitioned P&O, the major foreign investor in a high tech port at
Wadhawan’ to cease its plans.
As a network, the NAPM, in co-ordination with affiliates and other structures,
has been able to stall a number of ventures by foreign investors which are
potentially disastrous to the local environment and to peoples’ jobs and liveli-
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hoods. The NAPM is far from achieving its resolution that ‘Multinational companies should be made to quit India. We call upon people to boycott MNC
goods’. Still, its national structure and the variety of the groups under its
banner present an interesting model for those looking for alternatives to
privatisation.

The People’s Summit of the Americas
The People’s Summit of the Americas involves a number of organisations and
networks active in Canada, the US, Mexico, and Chile. After the 1998 summit
it produced a document: Alternatives for the Americas which spoke at length
about privatisation:
“There are three problems inherent in privatisation: I) it reduces the
state’s ability to lead the process of sustainable and fair development ii) over the long term government revenues fall which normally results in reductions in public spending iii) serious
injustices are created in public services with a disproportionate burden of such cuts affecting women and people
who are poor. Privatisation is also used to lower wages
and benefits for organised workers, as the sale of services usually results in the replacement of collective agreements by more ‘flexible’ working conditions.”

Conclusion
In this chapter we have tried to examine some ways in which
trade unions and communities around the world have tried to
look for alternatives to privatisation. While all of these cases are
different, there are some common threads. Firstly, in achieving
success, organised labour worked with other social movements
and NGOs to mobilise and campaign. Secondly, in the majority
of the cases, the forces opposing privatisation developed their
own alternative plan. Delivering the alternative became the basis around which support was mobilised. In most cases, simply
opposing outsourcing or the selling off of assets is not enough.
Lastly, in the successful cases, the movements managed to at
least win some element of support from within the government
itself. In Lodz, popular mobilisation managed to shift the balance of power in the local elections so that the city council could
vote against the privatisation initiative. In Odi, the political will of many local
government councillors was important in consolidating the public-public partnership.
There is no guarantee that if an organisation or social movement follows all of
these tactics will win its struggle. There are many other factors which determine the final outcome of battles over political control and economic resources.
Moreover, we are certain that as the struggle against privatisation continues,
new lessons, new organisational forms, and new tactics will emerge. As many
activists argue today: THEMBA — THERE MUST BE AN ALTERNATIVE.
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ILRIG
International Labour Resource and Information Group
ILRIG is a labour service organisation founded in 1983. We provide research, education
and training to unions, community structures and other development organisations. Our
overall focus is globalisation. Our specific areas of work are: Privatisation, Public Sector
Reform, Workplace Restructuring, Transnational Corporations, Export Processing Zones,
Workplace Democracy, Gender, and International Solidarity.
To contact us:
Postal Address: P O Box 1213 Woodstock 7915
Physical Address: Community House, 41 Salt River Road, Salt River,
Cape Town, South Africa
Telephone: (021) 4476375
FAX: (021) 448 2282
email: ilrig@wn.apc.org
WEB site: http://www.aidc.org.za/ilrig

The ILRIG Globalisation Series
This booklet explores the concept and practice of privatisation. It is meant as an introduction
to the topic for people in unions, community structures, womens’ organisations, and other
progressive groupings. This booklet is our fourth in a series of popular publications
devoted to globalisation and related topics.
Our series takes the view that globalisation is not neutral or inevitable. We hope our
publications will help empower people to stand up to the forces that are promoting the
globalisation process in South Africa and internationally.
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