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Abstract

The electricity distribution industry (EDI) restructuring in South Africa remains a long 

and tedious process. The neo-liberal ideology based on the neo-classical theory which is 

characterized by concepts such as buying,  selling and owing  are widely used in both 

developed and developing countries since the 1980s. The study argued the influence of 

the neo-liberal framework by way of exploring the concerns of organized labour with the 

restructuring of the EDI. 

The  study  was  conducted  in  the  Western  Cape  where  the  first  Regional  Electricity 

Distributor (RED) was launched as a possible forerunner for the rest of the country. The 

respondents  composed of eleven representatives  from key stakeholders  as part  of  the 

restructuring  negotiations.  The  findings  showed  that  the  neo-classical  framework 

indicated its own limitations in that it only caters for broad macro-economic performance 

at  the  exclusion of  social  programs especially in  developing  countries.  Based  on the 

findings  of  the  study  and  the  limitations  of  the  austere  neo-liberal  economic 

requirements,  a  number  of  recommendations  which  would  reinforce  and  revise  the 

current and out-dated EDI restructuring blueprint  had been presented by stakeholders 

such as organized labour at the EDI restructuring negotiations. 

The study revealed that the new proposed blueprint recommendations as identified by 

organized  labour  and  other  role  players  recognized  the  current  macro-economic 

challenges and as such should be engaged within a more refined corporatist institutional 

environment.  Such  an  environment  should  recognize  the  role  of  a  broader  social 

constituency to be included. The concerns identified by organized labour should not be 

read in isolation of the broader macro context but as part of the solutions for a better 

restructured EDI.    
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Executive Summary

Unless explicitly opposed by the current ruling party, neo-liberal ideologies are here to 

stay albeit in the form of GEAR. The challenge for organized labour is to ensure that 

strategic  alliances  are  formed;  reputable  research  institutions  are  utilized  within 

corporatist  arrangements  to  engage  the  battle  of  a  neo-liberal  ideology.  Electricity 

distribution restructuring is but one of the key challenges faced by organized labour and 

in so doing a comprehensive plan needs to be presented to respond to social challenges 

faced by the labour movement. 

The majority stakeholders in the restructuring negotiations want to realize the successful 

outcome of the REDs. However, success for the electricity distribution industry and other 

industries  would  only  be  realized  if  competent  people  such  as  economic  analysts, 

business, organized labour, problem-solving analysts, service delivery experts and other 

social-science experts are included to expand the current and limited technical approach 

in the interest of advancing social objectives.

The  buy-in  and  active  participation  of  all  stakeholders  are  required  to  ensure  that 

deadlines  are  met.  National  stakeholders  will  need  to  expedite  processes  to  finalize 

outstanding policies and legislation on governance and financial matters related to the 

establishment and functioning of the REDs. Municipal buy-in and support are essential. 

EDI-H will be required to oversee and manage the process of the establishment of REDs 

to full maturity. If successfully implemented, the rationalization of the EDI should bring 

economies of scale, greater transparency, and competition in terms of pricing and service 

delivery. 

The establishment of REDs should not negatively impact on the financial  position of 

local government, as it is critical that this sphere of government continues to fulfill its 

constitutional  development  mandate.  However,  unions  at  local  government  level  and 

SALGA do not share the same sentiment. Finances are vital for the existence of local 
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government operations. If electricity departments are to be transferred to the REDs clear 

bridging measures need to be in place which would arrest the unintended challenges. 

Cronin (2007) substantiates when referring to samples of studies done in Canada and 

elsewhere that one could conclude that in general ownership form per se has little impact 

on efficiency for distribution electric utilities or even that public ownership may be more 

efficient.  The distribution sector is a crucial  infrastructure industry that is vital  to the 

economy  and  the  well-being  of  citizens.  Governments  and  regulatory  agencies  he 

concluded need to base policies affecting states on fact,  not ideological and dogmatic 

belief. 

This  should  apply  to  organized  labour  and  the  business  community  if  constructive 

transformational  processes  are  to  be  advanced.  After  all,  to  what  extent  would  the 

restructuring of the distribution industry with the establishment of REDs assist ordinary 

working people and the poor in particular when electricity becomes unaffordable? 
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