A HAS made significant gains in
addressing a -range of socio-
econaimic challenges over the past
15 years. Yet high levels of paverty
and unemployment persist, com-
»ounded by an income inequality gap that is
he highest in the world,

The government recently proposed a
umber of targeied imerventions to accel-
Tate economic growth, create new Jjohs,
mprove access to basie services and reduce
wverty. In emerging policy debates, thinking
as begun to converge on a new (or more
pecifically defined) role for stoie-owned
nterprises (S0Es) t address some of the
hallenges. S0OEs are commenly defined in
A as “husiness” entities owned wholly or
artly by the state and run by a public
utharity, generating the bulk of their rey-
nue from selling goods and services.

SA, sill a rangitional democracy, has a
mg history of using SOEs as instruments of
siveconemic advancement - their contri-
ution to the development of the country has
cen significant. They have, however, been
lagued by structuraf and operational prob-
s, resulting in irregular and unequal pac-
s of development and an uneven delivery
Iservices and infrastruciure, '

These problems, which stem from suls
stimal modes of operation, inefficient man-
jefment practices, a limited human resource
e and narrowly targeted constituencies,
we given rise to debate about the place and
le of SOEs in SA's mixed economy and
olving democracy.

Consequently, the government has started
wrocess of articulating 2 more specific vision
£ SOEs = as entities that need to make a
rect contribution in improving the standard

living of the population by creating sus-
inable economic and social benefits. An
unediate need, it has been argued, is for
frastructure and services to be provided at
c lowest cost and highest quality, with
cess being wdended to  historically

wadvantaged groups, ' .

Qf wider and longer-term significance is
& belief that $OEs should ideally be
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equipped to lead the way in promating an

 Afriean renaissance by providing wotld-class

axpertise, resources, services and infrastrues
ture to a developing continent,

‘This vision is predieated on the country’s |

ambitions to become a true “developmeneal™
state, defined at ite most bagic tevel as a state
that derives itz political legiimary from its
record in economic development, whiek it
tries to achieve mainly via sslective industrial
policy: A more expanded definition, and one
taking roat in development discourse in 54, is
a state whose political and bureaucratic elite
has the developmental determination and
autonomous capacity to define, pursue or
implement policies that seek to a address
asveral developmental goals,

A key question being debated in political
and economie circles is whether 8OEs in their
current form produce the outcomes of a
developmental state. The strategic founda-

tment state should be to ransform the stue-

ture of oppartunity in the context of a strong.

and vibrant mixed economy, One in which
private sector investment and -activity will

offer . essential dynamism, technalogisl

innevagion advancement and innovation; and
where the state's wide and effective provision
af social and economic infrastructure and
services becomes .a necessary precondition
for broad-bassd parteipation in economic
pracesses, The combination of such private-
and gublic-sector potentialities wilt be erideal
o achieving the socicetonomic vbjcctives of
a developmental state.

Further, such an approach will be essen-
tial if the country is to integrate into the global
economy, where the ability w compete
increasingly requites productivity gains
through investment in human capitsl and
new technologles, 30Es have a erucial role to
play in this process, With the recent “return

‘A key question is whether S0Es In thelr current
form produce the outcomes of a developmental state’

tional mandate of SOEsin SA has always been
socioeconomic development, Given that this
goal intersects with the outcomes of g
developmentsl siate, it seems axfomatic that
the mandate of SOEs should produce the
intended goals of a developmental state.

The answer to this question, however, is
not obvious and lies in the ideologieal and
strategic orientation of the SOEs; how: they
conduct their operations; hew they under-
stand their mandates; what their govern-
ment, leadership and management stug.
tures look like; what type of staffing ang
procurcment practices are evidemt; the
nature of straegic parmerships; and what
investment is meade in hwman capital and
technology. It is necessary that this analytic
framework be used in determining any strate-
gic vepositioning of SOEs-as pillars of eco-
nomic growdh and social development,

The primary objective of $A's develop- )

of the state” following the failure of global

+ markets, and shifts away from the hegemony
- of neoliberal ideology, SOEs are likely to be

thrust at the cenire of development to assert
the role of the state in this process: Factors
that  hinder S$OEs from contributing
optimally to development therefore need to
be investigared, whether they be idealogical
contesiations, a lack of averarching legisla-
ton, unstructured systems of accountzbilicy,
complicated lines of reporting, or ownership
and governance challenges. .
Ultimately, the performance of 50Es
against their strategic objectives needs
urgent attention. .
Allgnment 1o curvent economis policy and
nztional culcofes is alse critical, so is a
longer-term approach 1o sirategic planning.
Reliable " and  accurate  performance
information is also erivieal v assess delivery
on mandates,

-

The New Growth Path and the Industrials !
Policy Action Plan apdy illustrate the gov- |
ErmMEnt’s recent intentions to address — |
through heightened levele of sconomic w
growth — SA'e job-creation challenges in .,,N
order to mitigate stubborn levels of poverty
and growing levels of inequality. The cen’ §
wolity of SOEs in this process is key and any
arempt to review or rethinle their role needs
to be supported, i

If this necessitates a process of restruce |
turing, it is critical that three unambiguous -
outcomes emerge, First, at enterprise level, -
the efficiency and effectiveness of individual
SOEs need to be ensured by searching for
private-sector expertise and capital, and by
adopting globally competitive technologics
Recent propesals, for example, to strip
Transnet of ts rail infrastructure assets (the |
inefficient freight operations are a bottleneck
in the economy) and make it an operator .
compeidng with the private sector, need’
further investigation :

Second, at a broader macroeconomic |
level, more foreign directinvestment needs to
be attracted to minimise public borrowing
and enhance the economy in wiyz that
encourage financial growth and industrial
competitiveness,

And third, at & social level, employment
levels need to rise dramarically, and the dev- -
elopment.of new skills needs to be enhanced
and deployéd throughout the ECONGTY.

On May 12 last year, President Jacob
Zuma announced the establishment of the
Presidential Review Committee on SOEs —
its main ohjective is ip review the role of §0Es
in a developmental state, The work of the
committes represents the first real and
co-ordingted attempt, in our 17 vears as a
wansitional democracy, to review the role
of SOEs against our national priorities, and jts
recomenendations  are  eagerly  awaited,
This process must be strongly supported.
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