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Nominal % 

change

Real % change

R thousand

2004/05 2005/06 2006/07 2007/08 2008/09

Administration  30 048  36 679  49 705  59 260  65 986 119.60 per cent 70.47 per cent

Energy, Broadband & Mining  25 446  8 063  723 361  10 374 2 137 580 8300.46 per cent 6421.08 per cent

Legal, Governance and Risk

 16 359  11 771  17 192  22 676  158 163 866.83 per cent 650.52 per cent

Manufacturing Enterprises  4 135  11 064 2 063 586  946 852  11 641 181.52 per cent 118.54 per cent

Transport Enterprises  24 406  4 670  10 126  605 669

Joint Project Facility  11 409  14 678  28 823

TOTAL  75 988  91 983 2 869 923 1 063 966 3 007 862 3858.34 per cent 2972.77 per cent

2004/05 - 2008/09

Budget


[image: image3.png]—

e

3
g

i

) PARLIAMENT





April 2009

PUBLIC ENTERPRISES 

(2004/05 - 2008/09)

The Department of Public Enterprises oversees nine state owned enterprises namely, Eskom, South African Airways, Transnet, Denel, InfraCo, Alexkor, Safcol, South African Express and the Pebble Bed Modular Reactor. Prior to 2007 the Department had oversight responsibilities over six state owned enterprises. This was because South African Airways and South African Express were still owned by Transnet. In 2007 Transnet’s Board took the decision to release both companies from its balance sheet, each to become a stand alone entity in line with Schedule 2 of the Public Finance Management Act.
 The establishment of the Infrastructure Company (InfraCo) in 2007 increased the number of SOEs from eight to nine entities.

1.
KEY POLICY INITIATIVES IN PUBLIC ENTERPRISES   

Before 2003 the Department of Public Enterprises’ role over SOEs was to oversee the implementation of restructuring and privatisation initiatives. From the beginning of 2004 the Department’s strategy was changed to direct SOEs to focus on the consolidation of core services that supported a strategic purpose in the economy and the disposal of non-core assets and operations.

In the same year the Accelerated and Shared Growth Initiative for South Africa (ASGISA) was introduced. The initiative brought with it a strategic shift in the perceived role of state-owned enterprises in the economy.
 In response to this shift the former Minister of Public Enterprises, Mr Alec Erwin noted, “ […] that SOEs are concerned with streamlining their operations, disposing of non-core assets, and in the case of Eskom and Transnet, gearing for the massive capital expansion programmes.” The Minister went further by encouraging greater co-operation among key SOEs like SAA, Transnet and Eskom. 

As the role of SOEs changed from being privatised to that of becoming “engine-rooms” of the country’s economic development, so was the institutional capacity of the Department as well as the alignment of SOEs policies. These include a regular consultation forum of the Minister with senior DPE managers, SOE Board Chairpersons and SOE CEOs. A forum of Chief Financial Officers has also been established and a Joint Project Facility of all the SOEs has been formed.

Having said that, the following policy issues according to the former Minister of Public Enterprises were of the most importance during the period of the restructuring process. These included the Employment Equity Plan, Black Economic Empowerment (BEE), Small, Medium and Micro Enterprises (SMMEs), the environment, Urban Renewal Programme and the Integrated Sustainable Rural Development Programme. The Minister felt that SOEs could also become more involved on the African continent in terms of services and strategic partnerships.

2.
LEGISLATION ENACTED IN THE PUBLIC ENTERPRISE SECTOR

There were a number of legislations that were brought before Parliament by the Department of Public Enterprises. With the exception of the Transnet Pension Fund Amendment Bill the majority of the Bills were designed to establish the following state-owned enterprises:

· South African Airways Bill (B35-2006) 

· South African Express Bill (B14B-2007) 

· Broadband Infraco Bill (26B-2007) 

· Transnet Pension Fund Amendment Bill (B 30-2006)
The Transnet’s Pension Fund Amendment Bill was an outcome of the negotiated agreement between the Transnet management and the trade unions to settle a major strike that took place in 2006.
 Unions that represented the affected employees urged Transnet and the Department of Public Enterprises to take measures to minimise the adverse impact of the disposal of non-core assets with relation to the retirement savings of those employees.
 Transnet and the Department of Public Enterprises agreed, subject to the condition that such measures will not impact upon the efficacy of the restructuring process. The Transnet Pension Fund Bill was therefore designed to serve such purposes.
The legislation that established SAA as a stand alone entity resulted in the following recommendations from the Parliamentary Committee. The Committee noted that the Bill must provide for the following concerns:

· A Preamble to convey the sense of SAA as a national carrier and strategic asset.

· The strategic role played by SAA as a state owned enterprises.

· The need for the Minister to account to Parliament for any major change in SA’s role and decisions about converting SAA into a public company.

The former Minister of Public Enterprises, Mr Alec Erwin responded by saying that he agrees with the amendments proposed but explained that the Department is in the process of drafting legislation to regulate State-owned enterprises such as SAA. This legislation (Shareholder Management Bill) will facilitate a role for Parliament in the formation and change in status of any SOE.

There were no concerns raised by Parliament for the establishment of the South African Express regional airline as a stand alone entity. The Department emphasised that as a regional airline the South African Express would serve as a feeder to the South African Airways airline. 

The Broadband Infraco Bill was an important piece of legislation as most stakeholders in the communication sector needed to know what role this new SOE will play in the industry.  Government argued that, the idea behind the establishment of Infraco is to reduce the costs of doing business in South Africa. Government believes that the narrowband currently in use was very limited in providing the required capacity. The former Minister of Public Enterprises, Mr Alec Erwin promised that the establishment of Infraco will reduce the current price offered through the narrow band by approximately 30%.

Despite government’s explanation, there were a number of concerns that were raised by stakeholders in the communication sector. Sentech for example, a state owned enterprise under Schedule 2 (a) of the Public Finance Management put forward that as an established entity it is also able to provide the services which are contemplated in the Infraco Bill. In Sentech’s view there is no need for the establishment of Infraco and that is made clearer by the former Minister of Communication’s statement, Dr Ivy Matsepe Casaburi when she said, “[…] Sentech’s wireless broadband infrastructure network will be expanded beyond the current footprint and enabled to carry voice to the end user in the provision of this service, thus giving full effect to the multimedia licence.”
 In other words, Sentech should form the core of South Africa’s wireless broadband and by extension that which Infraco propose to build.
3.
OVERSIGHT MEETINGS IN THE PUBLIC ENTERPRISES SECTOR 
Parliament visited a number of SOEs as part of its oversight responsibility. Though the purpose of the visits was to understand the extent of challenges that SOEs have to contend with in the sectors in which they operate in. More importantly, Parliament wanted to evaluate the progress made by key SOEs with regard to the implementation of government policy. 

In 2007 Parliament took a study tour visit to China and Vietnam with the intention of gaining knowledge on how the two countries have managed to transform their SOE industries. This  includes gaining knowledge on how both countries have handled the privatisation process of some of their State-owned enterprises. In China the Portfolio Committee on Public Enterprises visited the Chinese capital, Beijing as well as Nianjing province, while in Vietnam the committee was hosted at Ha-long Bay and Hanoi.
The committee learnt from this Study Tour that in China state-planning rather than the market determines the economic direction of the country. That contrary to widely held perceptions about China, the Chinese government has privatised most of its SOEs except for those in minerals and energy. In some instances the Chinese government works in partnership with the private sector to compensate for lack of capacity from the public sector’s side. According to the Chinese officials this is called “socialism with Chinese characteristics”.
 The Vietnamese government also along the same lines as China was privatising most of its SOEs and also working partnership with the private sector whenever this is deemed necessary.
3.1
Eskom

Early in 2006 one of the units at Koeberg Nuclear Power Station became dysfunctional due to a technical fault which plunged the Western Cape region into rolling blackouts. This prompted Parliament to pay the power station a visit so as to ascertain the magnitude of the problem. From the visit Parliament learnt that the fault was due to a “human error”.
 It was also brought to Parliament’s attention that there was a shortage of technicians in the Power Station. The Minister of Minerals and Energy, Buyelwa Sonjica said that the vacancy rate at the Power Station was high. It was noted that as many as eight out of 60 senior professional engineers, seven out of 46 technical managers and five of 30 non-technical managers had resigned from the power station.

Following that, Eskom’s low reserve margin got the public’s attention as black-outs across the country became a regular occurrence. Mr Jacob Maroga, Eskom’s CEO reported that the power crisis was as a result of policy regulation and poor planning. This according to Maroga included unplanned outages and depleted coal stocks that tipped an already tight supply system over the edge.

The National Energy Regulator of South Africa (NERSA) recommended the following to Eskom to avoid similar occurrences in the future:

· It must ensure that it has sufficient coal to carry it through unexpected events and high rainfall.

· It should make regular reports on progress on building new base load plants
· It must critically review its system of coal planning and the allocation of accountability for any major variance in volume, mix and price.

· It should develop a plant management strategy to cope with low reserve margins in the next five years. 

· A national strategy should be developed by the government to acquire and manage coal; and

· The decision to export beyond contractual obligations needs to be explained. 

3.2
Transnet

Towards the end of 2008 Parliament also visited Transnet Durban Container Terminal at Sentrarand and Rail Engineering at Koedoespoort. The purpose of the visit was to oversee Eskom’s integrated infrastructure plan. This was in response to the Cabinet’s commitment early that year that government will work to ensure the finalisation of the development of an integrated infrastructure plan. This entailed co-ordinating the programmes of all SOEs and overlaying their entire infrastructure plans, including freight and other logistics as well as energy pipelines. From this visit Parliament learnt about Transnet’s challenges which included:

· Port planning that considers land outside the legal port boundaries (as a result of the shortage of land).

· Stakeholder engagement and growth recreation sectors (to avoid or minimise the impact of construction building on the environment).
· Traffic studies, traffic control and road expansion (to manage traffic flow well).
· Electricity master plan (to avoid the risk of electricity supply shortage).
3.3
Pebble Bed Modular Reactor (PBMR)

The purpose of Parliament’s visit to the PBMR was to understand the scientific basis of the technology employed in the reactor as well as the capacity of the PBMR team to complete the project within the specified period of time. Parliament on its visit to the site learnt that there were 750 people employed by the PBMR Ltd and about 90 percent of these employees were South Africans. The PBMR also works with various specialists in various institutions. These include universities and research institutions. Universities include the University of Pretoria, University of the North, Wits, Nelson Mandela Metropolitan University, Stellenbosch University, Ithemba Labs, Necsa, etc.
 

4.
STATE OF THE NATION ADDRESS

The State of the Nation Address has served as a significant policy directive for government departments particularly on delivery targets. For the past five years government has been consistent in highlighting the Department’s key strategic objectives in various sectors of the economy. According to government, by 2004 Transnet approved business plans for new investments in the Durban and Cape Town harbours, as well as the construction of a new pipeline between Durban and Johannesburg. 

Since May 2004 government has developed strategies and investment plans of about R180-billion in relation to transport logistics, electricity and water resources. Two areas are worth mentioning in this regard:

· From May 2004 onwards Spoornet had to increase its freight capacity by 30 percent over the next five years.

· A tender for the provision of new generating capacity to provide for the growing energy needs was issued publicly and awarded during the first half of 2005.

In 2005 government committed herself to implementing the plans announced in previous years concerning the country’s national logistics system organised by Transnet. In this year government announced that tasks that were still outstanding from previous years would be attended to within the next three months, particularly in finalising the government-wide review of the performance of state-owned enterprises.

In 2006 Eskom brought in three previously decommissioned power stations into operation, and in so doing expected to add about R5, 86 billion to the GDP by 2007, with new jobs created during the same year at 36 000. The public sector and through the Department of Public Enterprises planned to accelerate infrastructure investment programmes in underdeveloped areas of the country to improve service delivery including the provision of, amongst other projects, roads, rail and energy.
  

This in 2006 was followed by a mandate to implement ASGISA. In this, government urged the Department to co-ordinate a joint partnership between state-owned enterprises and the public sector by working through public-private partnerships to make large investments in various sectors of the economy so as to:

· Meet the demand for electricity

· Provide an efficient and competitive logistic infrastructure

In the 2007 State of the Nation Address, government once again put emphasis on the completion of programmes by relevant sectors within the Department of Public Enterprises, requiring the Department to:

· Finalise practical programmes for forestry and paper 

· Ensure greater reliance on nuclear power generation, natural gas and various forms of renewable sources of energy.

· Develop high-speed national and international broadband capacity.

· Finalise the plan to improve the functioning of rail and port operators. 
5.
BUDGET 
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Expenditure increased from R678.7 million in 2004/05 to R3 billion in 2008/09, at an average annual rate of 7 per cent as a result of transfer payments to state owned enterprises. Combined transfer payments to SOEs grew at an average annual rate of 6.1 per cent, from R602 million in 2004/05 to R3.1 billion in 2008/09. The following payments were made from 2005/06 to 2008/09:

· Denel: R298.2 million

· Pebble Bed Modular Reactor: R6 billion

· South African Airways: R744.4 million

· Broadband Infraco: R1 billion for establishment and operational cost

· Transnet: R140 million for the purchase and transfer of SAX to the government

· South African Express Airways: R445 million for recapitalisation (R40 million for working capital and R405 million for certain payments on existing aircraft.

Between 2004/05 and 2007/08, Denel received R3.7 billion, Alexkor received R170.2 million, the Pebble Bed Modular Reactor (PBMR) received R4.9 billion, South African Airways (SAA) received R744 million; and R627 million was provided for the establishment of the Infrastructure Company (InfraCo). The joint project facility was also funded from the vote for the first time, receiving R25.8 million between 2006/07 and 2007/08.

Some spending trends were affected by the Department’s restructuring of some functions and sub-programmes. For example, Alexkor was shifted from the Energy, Broadband and Mining programme to the Legal, Governance, Risk and Transaction programme. This shift was motivated by Alexkor’s legal matters, particularly the land claim between the Department and the Richtersveld Community. A settlement however was reached between the two parties bringing to an end a dispute that lasted almost eight years. The Nuclear Sector sub-programme namely, the Pebble Bed Modular Reactor has been shifted from the Manufacturing Enterprises programme to Energy and Broadband Enterprises, in order to align it with the energy sector.
 Adjustments were however made to avoid confusion regarding programme budget allocations over the past years. 
For the current financial year (2008/09) expenditure is likely to remain high at R2.1 billion and R2 billion respectively, as Broadband InfraCo and PBMR continue to receive substantial transfer payments. Disaggregating this, it is expected that a total of R727 million of capital will be injected into Broadband InfraCo to expand South Africa’s Information and Communications Technology (ICT) infrastructure and R3.5 billion into the PBMR for designing, building and prototyping the PBMR technology. In the next financial year expenditure is expected to decrease from R2 billion to R135 million in 2010/11, a decline of 92.2 per cent, due to the ending of transfer payments to the various SOEs as they become self-financing.

6.
ANNUAL REPORTS

The Department of Public Enterprises is essentially an oversight and co-ordinating department that acts on behalf of the state.
 In its oversight responsibilities the Department is guided by its vision which is to ensure that state-owned enterprises are managed efficiently and do meet domestic and international operational benchmarks. 
The Department of Public Enterprises’ assessment of SOEs since 2004 raises a number of issues. First among these, is that each of the SOEs operates at different stages of maturity and need to be analysed individually. Furthermore, their performance is driven by variance in legacy inheritances, enterprise-level strategies, and the underlying industry drivers of their respective sectors.   

A number of the SOEs though are still at an early stage of improving their performance and as such continue to make losses. These include Denel, the arms manufacturing company, South African Airways and Alexkor the diamond mining company. These SOEs have weak balance sheets and at times need government bail-outs to complete their turn-around strategies among other challenges. Other SOEs like Eskom and Transnet are undertaking  huge infrastructure programmes and these investment programmes tend to consume cash faster than it can be generated and borrowing may put strain on their balance sheets.

These factors affected the financial condition and performance of about seven SOEs under the auspices of the Department. Though their revenue increased by over 11 percent in 2007/08 relative to 2006/07, their profit fell by 66 percent to R4.4 billion. Their aggregate profitability, measuring net income as a percentage of revenue dropped to 4 percent. Meanwhile, these enterprises as a whole continued to strain their balance sheets, with net financial liabilities up by about R23.3 billion.

Despite these challenges the SOEs boards and management teams have done a remarkable job in the implementation of SOEs turnaround strategies and positioning these SOEs for growth. One of the SOEs that have improved tremendously is Transnet. The company has been successful in strengthening its balance sheet to fund its expansion programme. Were it not for the technical problems Eskom experienced in the last two years, as well as the electricity price that should have been inflation-adjusted the Group could have been one of the best performing SOEs under the auspices of the Department. Denel and SAA have improved a lot in terms of loss making, even though challenges still remain with both SOEs.

Going forward the Department has now designed a measuring tool in order to measure the aggregate performance of all the SOEs. This is how the Department will measure the SOEs:

· Return on Capital Employed (ROCE) measuring the ratio of operating profit, resulting from the business operations of the SOE, and assets (property, plant and equipment, and working capital requirement).

· Return on Equity (ROE) the ratio between profit, capital and reserves.

· Operating Margin – the ratio between operating income and revenue to indicate the value added actually generated by the SOE operations with its revenue.

· Debt Sustainability – the relationship between SOE’s Earnings Before Interests Tax Depreciation and Amortisation (EBITA) generated and SOE’s net debt.

The department is focused on building a developmental portfolio of efficient and financially sustainable enterprises that promote the country’s capacity in infrastructure provision and manufacturing whilst also containing their impact on the balance of payments thereby contributing to the stability and growth of our economy.

7.
AUDITOR-GENERAL REPORTS
For the past five years the Department of Public Enterprises has received clean audit opinions from the Auditor-General. There were instances where attention was drawn to the financial liabilities of the various SOEs as continuing concerns as well as the failure of some SOEs complying with the Public Finance Management Act or Treasury Regulations. Such SOEs include SAA, Alexkor and Denel but over the years these companies’ reporting standards and balance sheets have improved. 

Most SOEs failed to comply with the Public Finance Management Act which requires SOEs to regularly conduct risk assessments so as to identify emerging risks of the entity and to counter them. Denel was one of the SOEs in 2006 that failed to conduct such risk- assessments while Alexkor’s audit opinion identified the lack of internal control measures in their accounting system. 
South African Airways in its 2006 and 2007 annual reports also failed to comply with the PFMA regulations regarding its procurement system. The Public Finance Management Act requires SOEs to ensure that their procurement systems are fair, equitable, transparent, competitive and cost effective. In 2006, and despite receiving clean audits both Denel and Alexkor made losses of R1, 3 billion and R205 million respectively which in the opinion of Independent Auditors cast significant doubt about both companies’ ability to continue as a going concerns.
 In the same year Alexkor received the same opinion from Independent Auditors. 

8.
ENTITIES REPORTING TO THE MINISTRY
Managing the performance of SOEs has been a challenging task for the Department of Public Enterprises. A task made more difficult by the fact that these SOEs are expected to make profit whilst also are expected to fulfil a public mandate. And over the past five years the Department’s focus has been to turn these enterprises around and position them for their role as engines of growth.
 In this regard six entities come into focus namely, South African Airways, Transnet, Eskom, Denel, Alexkor and Infrastructure Company (InfraCo).

As a state owned company SAA is expected to position itself in line with government objectives while at the same time it needs to exploit opportunities made available by the market. Ever since Transnet released the airline from its balance sheet to be a stand alone entity the airline’s management has been struggling to make the company profitable and as such SAA has been dogged by controversy and a consistent demand for capital injections from the government. 

Eskom’s performance on the other hand has been blighted by the security of energy supply. The Group attributes it’s low reserve margin to a cabinet decision taken in 2002 to generate 30 percent of energy capacity while the remaining 70% will was expected to come from Independent Power Producers (IPPs). This arrangement resulted early in 2008 in a number of electricity blackouts prompting both government and Eskom to embark on an energy saving campaign. 

Despite Eskom’s low reserve margin other factors that were responsible for the shortage of energy supply relate to capacity constrains and maintenance issues and more importantly the price of electricity itself. Regarding the latter Eskom approached the National Energy Regulator of South Africa (NERSA) for a price increase. The utility’s initial proposal was 14.2 percent. After Eskom was granted this percentage by NERSA the utility proposed a further increase of 37.8 percent which nearly totalled 52 percent. Eskom wanted the electricity price to rise over two years to 46c a kilowatt per hour from a current price of about 20c. After long deliberations NERSA again granted Eskom a further 13,3 (24 percent less than Eskom’s proposal) percent average increase in addition to the 14,2 percent granted earlier. The total for tariff increase for Eskom was 27,5 percent.
 ESKOM is currently embarking on a massive infrastructure expansion programme totalling R343 billion to meet the country’s energy needs. 
From the appointment of its new Chief Executive Officer in 2004 including the implementation of its turnaround strategy thereafter, Transnet’s balance sheet has improved substantially over the years. The disposal of non-core assets such as SAA, South African Express, V&A Waterfront among other assets improved both the financial position of the company and its balance sheet. Turnover and profitability have shown a steady increase since 2004/05.
 Transnet’s gearing ratio has significantly improved from 65 percent (2003) to 39 percent by 2007 and this has enabled the company to embark on an infrastructural programme in improving rail, ports and pipelines for the country’s infrastructure needs. Transnet’s capital investment programme is estimated at R84 billion and most of this capital is raised from both local and foreign borrowings.

Towards the end of the 2007 financial year the media reported that Transnet sealed a controversial deal with a Dubai based company selling part of the Cape Town V&A Waterfront. Appearing before Parliament, Transnet’s CEO, Maria Ramos disputed these allegations and explained to the satisfaction of Parliament that the deal did not include the area described by the media as this was not owned by Transnet. 
Alexkor on the hand has been involved in legal land dispute with the Richtersveld Community. In 1998 the Richtersveld Community filed a land claim under the terms of the Restitution of Land Rights Act for a piece of land situated in Alexander Bay. The form of  restitution claimed by the Richtersveld Community was as follows:

· Restoration of the land owned by Alexkor.

· The mineral rights in respect of the claimed land or, alternatively the rights to prospect and mine under the Minerals and petroleum Resources Development Act.

· R1,5 billion as compensation for the diamonds extracted since 1928.

· Repair of the environmental disturbance caused by the extraction of diamonds from claimed land by the State and Alexkor or, alternatively R1,2 billion as compensation for the environmental disturbance.

· R10 million as solatium (inconvenience) for the dispossession of the land and mineral rights.

On October 5, 2005 a Memorandum of Understanding outlining the principles and undertakings of an out of court settlement between the Department of Public Enterprises and the Richtersveld Community was signed. By April 22, 2007 a final and binding Deed of Settlement was signed and by October 9, 2007 the Deed of settlement was made an Order of Court.

The settlement will enable the Richtersveld community to exercise their rights as landowners with respect to the future land mining activities of the area. The settlement provides for the formation of a Pooling and Sharing Joint Venture (PSJV) between Alexkor and the Richtersveld Community, which will put in place a mine development plan and programme to upgrade the land and sea diamond resources, and will develop a business plan to constitute a viable mining venture.

Broadband Infraco is a state-led strategic intervention to rapidly normalise efficiency in the telecoms market by commoditising those parts of infrastructure that impede private sector development and innovation in telecoms services and content offerings. The intervention covers the national long distance fibre optic network and an international marine cable network. Broadband Infraco has succeeded in operationalising and strengthening the national long distance network as well as provisioning additional capacity. 
9.
ISSUES FOR CONSIDERATION BY THE 4TH PARLIAMENT

Parliament will need to intensify its oversight role over all the SOEs so that those that perform can do better while those still struggling can improve. The infrastructure programme facilitated by the Department concerning both Eskom and Transnet will be one of the key performance indicators Parliament will have to focus on to monitor closely the two entities. Both entities are likely to spend more than R420 billion in their infrastructure programmes with Eskom spending nearly 80 percent of this amount.

Parliament will, as a matter of national importance need to ensure that the set targets for Eskom’s build programme do not compromise government’s deadlines. This is important considering Eskom’s low reserve margin and the intermittent electricity supply shortages. Load-shedding especially to industrial users has the potential to reduce production and might discourage potential investors. In line with the country’s economic objectives Parliament will do well to make sure that Eskom delivers within the set period of time.  

Parliament will also need to keep track of South African Airways and Denel’s turnaround strategies, including the growth strategy of Alexkor, and the design and development of the Pebble Bed Modular Reactor. To do this effectively Parliament will from time to time need to visit these entities and to monitor and assess the progress made and also identify where there are shortcomings. In overall, Parliament will need to assess the Department’s capacity to ensure that policies approved by government such as the infrastructure programmes do meet the stated objectives.  

Although annual reports and briefings by the Department are important in Parliament’s oversight role over the executive, as an addition Parliament should also call upon the Department to come to Parliament and brief the committee on any progress the legislature finds it necessary for the completion of a particular project or programme. In other words, Parliament should not wait for the Department’s routine reports as these may delay effective oversight. 

Of particular importance for Parliament is the Risk Management Framework developed by the Department of Public Enterprises. According to the Department this will serve to send early warning signals for state-owned enterprises about market risks that could have significant impact on both the enterprise and the economy.
 The development of the Risk Management Framework for state-owned enterprises will consequently help improve their decision-making capabilities. The Department’s Risk Management Framework is the kind of tool that Parliament can use, especially where state-owned enterprises have failed to identify or have ignored the risks in the market with a negative impact on their strategic objectives. State-owned enterprises can therefore account to Parliament why such early warnings were not identified or ignored.

Tools like the Risk Management Framework are important when taking into consideration the Minister of Finance’s remarks regarding oversight. In delivering his budget speech the Minister said, “ Budgeting is not only about expanding expenditure on constructive and necessary activities, it is also about rooting out waste, promoting cost-efficiency and phasing out ineffective programmes.”
 Elsewhere in his speech the Minister pointed out, […] there is insufficient control of foreign travel, advertising and public relations activities and consultancy services.”  The Minister maintained that, stricter oversight of the activities and executive remuneration of agencies and government enterprises is required. He put emphasis on Parliament and especially the committees that they should play a more active role in challenging accounting officers to plan their efficiency saving initiative up front, and to report regularly on progress.
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