
 

Eskom: Executive Summary 
MOVING FROM CRISIS TOWARDS A MORE SUSTAINABLE FUTURE 
 

“Eskom,” said Finance Minister Tito Mboweni in his Budget Vote address on 11 July 2019, “presents 
the biggest risk to the fiscal framework because of its financial problems and negative impact on the 
economy.” 

At a very concrete and personal level, load-shedding has brought home what that means in the day-
to-day, not just the fiscal framework. The threatened credit downgrade, to which Eskom has 
significantly contributed, will ultimately be felt more subtly, but more deeply. And at national scale, 
the figures tell a most sobering story: 

• Eskom’s costs are greater than its revenues. In 2019, Eskom’s pre-tax losses were the 
largest recorded for any state-owned company (SOC) in South Africa: R29 billion.  

• As of August 2019, Eskom’s debt stood at ±R450 billion. It is generating less than half what 
it needs to service this, so is currently taking on more debt to do so.  

• Municipal debt is compounding Eskom’s financial woes. Including Soweto, arears debt is 
approaching R40 billion.  

How did it come to this? 

Firstly, South Africa and Eskom have evidently not had a plan. Debates surrounding technology 
choices, notably controversial nuclear procurement but also coal, gas, and renewables, have all 
happened in a vacuum of research and planning.  Eskom’s electricity supply crisis and inability to 
finance development have unfolded without a politically and economically viable plan for the future.  

And then, the low transparency and accountability associated with monopolies – especially vertically 
integrated monopolies such as Eskom – is known globally to create an environment in which 
maladministration may flourish. It is not surprising that Eskom has been at the heart of the State 
Capture story.  

But beyond the corruption dimension, the model is significantly out of step with global best practice. 
It is associated with higher costs, demonstrated by Eskom’s ballooning operational and capital 
expenditure costs over the past decade. Throughout the 2000s, and in more than 100 countries, a 
market-oriented model led a wave of power sectors reforms which included restructuring sectors 
(unbundling of generation, transmission and distribution). They were designed to, and did, increase 
transparency and competition, improve regulation, allow for new sources of investment, and 
support adoption of new technologies. But as the rest of the world moved to smaller, competitive 
entities resulting in cleaner, less risky and more resilient power sectors, South Africa swam against 
the tide, investing in giant coal-fired Medupi and Kusile. In this, Eskom demonstrated a dramatic 
misalignment with global and local climate change mitigation commitments. 

Based on what is now seen as global best practice, and given the extensively demonstrated benefits, 
the unbundling President Cyril Ramaphosa committed to is clearly the way forward. 

With unbundling, however, comes what is to many the spectre of privatisation. It is acknowledged 
that ownership is a policy issue that should reflect the politics and policy of South Africa. However, 
what this debate often misses is that vested private interests have always exploited Eskom’s massive 
procurement spending, using public resources to build enormous private wealth. This was true 



under apartheid, and it has been true through State Capture – though perhaps recently on a more 
insouciant scale: in August 2019, Eskom’s irregular expenditure was noted as R6.60 billion.  

Rather than wholesale privatisation of Eskom, it is proposed that privately funded and operated 
electricity options could be introduced alongside Eskom generation; and that electricity transmission 
and distribution sectors, which tend to be natural monopolies, should remain in public ownership.  

Among the privately funded and operated electricity options are renewables. Eskom has consistently 
blocked the entry of sustainable technologies, stalling independent power processes. It has itself 
been slow to invest in renewable wind and solar, its executives undermining the former Department 
of Energy’s Renewable Energy Independent Power Producers Procurement Programme (REIPP) by 
blocking the signing of agreements with independent power producers. Simultaneously, this 
prevented a host of other actors, such as municipalities, communities and SMMEs, from 
participating in energy generation and distribution.  

The rationale for investing in renewable energy has two main components:  

• Renewable energy can replace fossil fuels that contribute to global climate change, as well 
as a range of risks, including local air and water pollution, and human health impacts.  

• Renewable energy costs are decreasing dramatically. Already, they outperform coal or 
nuclear on costs. Costs of wind energy have decreased more than 50% since 2011 and solar 
by more than 80%. Based on the continued fall in renewable energy auction prices globally, 
the next REIPP bid round will deliver prices less than half Eskom’s average cost of supply.  

The often unspoken subtext of South Africa’s commitment to old ways of doing things, is the human 
price paid. Environmental performance of coal- fired power plants falls far short of legislative 
standards, with tragic consequences for the communities living nearby, and the workforces engaged. 
Yet, the move away from coal contains its own threat for those who hold jobs in coal mining and at 
the power plants. An ethical transformation of the industry requires preparation for jobs to which 
these workers are able to migrate. 

 

 


