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15 Who owns South Africa: an analysis of
state and private ownership patterns

Reg Rumney

When the whites came we had the land and they had the Bible.
They asked us to close our eyes and pray. When we opened them
again, we had the Bible and they had the land.
Xhosa proverb

Introduction

Discussion of ownership, particularly of land, stirs up all sorts of emotions in
South Africa: above all, memories of great wrongs wrought, resentment at
theft on a grand scale, and insult on a pettier but no less wounding level.
Twisted into a sense of identity and politics, these emotions are probably not
unique. The violence of dispossession ripples from history into the present in
many lands, Ireland and Israel being just two that flicker on television screens
into our daily awareness.

Both arthritic tyrants and unsullied revolutionaries can deftly tap the force of
that emotion for political skullduggery. State-sponsored and clumsily inept
farm invasions across the border in Zimbabwe certainly underline the phenom-
enon, and have, in recent years, conjured up the magic somehow forgotten by
its arch-proponent, the Pan Africanist Congress (PAC), of the call of the land.

Ten years ago ‘ownership’ in South Africa called to mind something different.
Yes, informal settlements unsettled the descendants of the settlers, and the
PAC’s rhetoric about Boers caused concern in farm communities, but the big
question was how the African National Congress (ANC) would approach the
‘commanding heights’ of an economy owned by whites, and controlled by
conglomerates and state-owned entities or parastatals.

The issue of who owns whom had, since the late 1980s, underlined the grow-
ing control of companies on the Johannesburg Stock Exchange (JSE, later
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renamed the JSE Securities Exchange), as disinvestment threw prized compa-
nies into its lap and the laps of other conglomerates with their roots in mining.
At one stage, the average white South African could barely escape consuming
products associated with the Anglo American Corporation, from fruit juice
and cereal at breakfast, through the Ford or Mazda car he or she drove to
work, to the glass of wine with supper.

Why control rather than ownership? Control of companies has always been as
important, if not more important, than ownership. Witness the late Harry
Oppenheimer’s ability to direct the fortunes of the Anglo American monolith
– and benefit from those fortunes – while owning legendarily only 8 per cent
of the shares.

Ten years ago, Anglo, a still dominant conglomerate, controlled 43 per cent of
the JSE’s market capitalisation (the worth of all the shares). The top five
groups – Anglo American, Afrikaans firm, Rembrandt, and life assurers,
Sanlam, Old Mutual and Liberty Life – controlled 84 per cent of the JSE
(McGregor 2004).

In 1994, the ANC government inherited a country whose commanding
heights were controlled by a few big companies, no matter what the nominal
ownership. Where the private sector did not dominate, parastatals of one sort
or another did. For instance, the South African Broadcasting Corporation
owned all the really freely viewable TV stations and all radio stations, with 
one or two exceptions which had slipped in under the cover of the homeland
system, such as Radio 702. Eskom and Telkom had legal monopolies, and
Transnet ran all the rail and owned the dominant national airline.

Moreover, and more to the point, the ANC found itself at the helm of a 
country famous for inequality and little else beside, to paraphrase poet Roy
Campbell. The apartheid state was, after all, well designed to keep economic
and political power in the grasp of whites, no matter what hole it had blown
in the hull of the ship of state.

Building on colonial exploitation and exclusion, the systemised oppression
and expropriation of property under apartheid left a racially skewed economy
in South Africa, if not unparalleled then certainly among the most unequal in
the world. South Africa shares with Brazil, among other things, a sense of
rhythm, great natural beauty and enormous income inequality.
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The income inequality present at the dawn of democracy grimly persists. It
may have improved slightly from the apartheid years, but not dramatically so.
South Africa’s Gini coefficient, the main measure of inequality of income,
stands around 0.6, where 1 would be complete inequality and zero complete
equality. Moreover, the divide has grown within racial groups, as a small
group of black people has become exceedingly rich.

Traditionally, though, the real measure of wealth has been property in one
form or another, from cattle or precious metals and gems, through tracts of
land, and ownership of shares in companies. By that measure too, the country
was somewhat unsurprisingly, a playing field tilted 45 degrees in favour of
whites, so much so that no one had ever really made much of an attempt to
measure this form of inequality.

President Thabo Mbeki’s largely uncontroversial and backward-looking ‘State
of the Nation’ address in 2004 focused on his government’s self-imposed
approach to combating inherited imbalances, that of delivery of basic needs 
to the masses of poor, such as housing, water, sanitation, electricity and tele-
communications. He spent almost no time on the bolder and more difficult
part of government’s drive to put right inherited imbalances, black economic
empowerment (BEE). Land reform, for restitution of property expropriated
under apartheid, redistribution and land tenure, an essential component of
empowerment, was not mentioned at all.

How black economic empowerment was born

The very question of who owns South Africa leads to another: who should
own the economy? 

The Freedom Charter, the poetically phrased ANC policy document which
inspired generations of ANC cadres, frames the response in terms which could
be associated with British socialism of that era:

The national wealth of our country, the heritage of 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; all other
industry and trade shall be controlled to assist the wellbeing 
of the people; all people shall have equal rights to trade where 
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they choose, to manufacture and to enter all trades, crafts 
and professions.1

In government, the ANC has abjured nationalisation of the banking industry,
though ‘the mineral wealth beneath the soil’, has, along with water, indeed
been nationalised. The Minerals Act that accomplished this is linked to
another national intervention to redress imbalances, BEE – BEE and nation-
alisation have more than a coincidental link.

Nationalisation, for redistribution or for state control, still lurks in the 
shadows as an unarticulated and unfashionable rejoinder to growing liberal
economic policies that emphasise private ownership of property. Indeed,
African countries, such as Mozambique, reversed previous socialist policy to
the extent of privatising state assets. But there is reluctance to ditch national
ownership of land immediately. This is ostensibly because of the politically
unpalatable consequences of large parts of very cheap real estate ending up in
foreign hands, once more an emotive issue. Zimbabwe has, in a sense, skipped
the phase of nationalising land before redistributing it.

Aside from mineral rights and water, the South African government has
shown no great taste for nationalisation. But that does not mean enthusiasm
for letting go of the reins of state-owned enterprises (SOEs) that, in pure 
economic terms, contribute little to the economy, but are nonetheless at the
heart of the economy.

SOEs have been both a major resource for the government as well as power-
ful symbols of nationhood. A lot is now expected of SOEs. They have come
under pressure from all angles – on the one hand, to supply basic services and
implement government strategies such as the New Partnership for Africa’s
Development (Nepad), the grand plan for Africa’s economic leap into the
twenty-first century, and on the other, through privatisation, to broaden
ownership and enhance economic efficiency.

As Centre for Policy Studies analyst Steven Friedman has noted, the ANC in
government’s embrace of privatisation, even in a cautious manner, came with
an explicit understanding that BEE would fill the gap left by the party’s aban-
donment of nationalisation as an option for creating greater equality.

One of the first real BEE companies – in the sense that the emphasis was on the
conscious creation of black owners of shares as well as a black-managed 
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company – was the privatisation of the state’s sorghum or traditional beer
interests in 1990, in National Sorghum Breweries (NSB). It was also the first –
though not the last BEE company created by privatisation – to come a cropper.

BEE appears as a concept in 1994, in the Reconstruction and Development
Programme (RDP). Around the same time, the ANC started to accept privatisa-
tion as one option for SOEs, as part of a general acceptance that, at the end of the
twentieth century, aspects of a free market economy were unavoidable at best,
and might even open new avenues for racial equality. Afrikaner capital, in the
form of the visionary Marinus Daling, had by 1993 already started the process of
trying to get black capitalists to mimic the growth of Afrikaner capital, through
the sale of 10 per cent of Metropolitan Life to a consortium led by Dr Nthato
Motlana, to plant the seed of what would become New Africa Investments Ltd.

Importantly, BEE presented another inspired trade-off by Anglo American
Corporation and the other conglomerates. Support for BEE can be seen as a
way of buying political credibility to make, for instance, government look
more kindly on allowing Anglo American Corporation to move its head office
to London. It could also be seen as a move to help create a black ‘buffer’
middle class to protect the interests of the capitalists.

State ownership of South Africa

Free market fundamentalist and founder of the Free Market Foundation,
Leon Louw (1996) argued, ‘Regrettably, the ruling African National Congress
has failed to use several tools at its disposal to effect a massive, virtually cost-
free and instant black empowerment. It can redistribute to blacks some of the
vast amounts of land now under state ownership.’

The state’s ownership of the economy starts, but by no means ends, with land.
The state owns around 20 per cent of South Africa’s land, excluding land
owned by parastatals and ‘tribal’ land. Including the tribal, ‘coloured’ rural
trust land and Ingonyama trust land, the percentage rises to around 25 per
cent, though 4 per cent of this 25 per cent is marked for land reform.

However, the state does own – for example, through parastatal land ownership
– even more than this. As Spoornet real estate arm Intersite has shown, excess
state and parastatal land can be put to good use. However, state land cannot
answer whatever demand there is for land.
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Firstly, demand would be for land suitable for farming, or for residential
accommodation. By no means all the available state land can be suitable for
the intended purposes, since under 13 per cent of South African land is arable.
The former residents of the Lohatla army training ground are claiming back
their land under the government’s policy of restitution. The South African
army has a point in arguing that residents should tread lightly – figuratively
and literally – in claiming land rife with unexploded munitions. Moreover,
demand for land for housing is predominantly in or near urban areas, close to
work opportunities, not necessarily in the homeland available.

Secondly, some state land ownership is legitimate. US federal and state owner-
ship of land exceeds South Africa’s, at around 40 per cent.

Privatisation problems and prospects

Since Louw’s suggestion, privatisation of land is barely mentioned, though in
a real sense, giving people tenure of the land on which they live and should
have title, is privatisation of a far-reaching sort. Most of the debate, for or
against, has focused on privatisation of the SOEs themselves.

According to the BusinessMap Foundation, SOEs (wholly owned or partially
privatised) in South Africa have around R312 billion in assets.

The state and public corporations together still have 44 per cent of the coun-
try’s fixed capital stock. While the state’s share of the economy has shrunk 
significantly since 1988, the public corporation share of fixed capital stock 
has grown.

Three SOEs have been, and continue to be, at the heart of the economy,
despite either being partly privatised or due for part-privatisation: the trans-
port and energy utilities are state-owned, and the state has a sizeable chunk of
the former state fixed-line monopoly, Telkom.

For a group ranging from neo-liberals to libertarians, privatisation of state
assets for redistribution to create more equal ownership in South Africa is an
obvious solution. However, unlike in Eastern Europe or other former socialist
states, the state in South Africa was never so extensive as to be able to give all
citizens anything but a small piece of the action. The private sector is where
the real wealth is, as is attested most sharply by the regular defection of
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public servants to the private sector. Ditching the prestigious title of director
general for plain board director is an enriching experience, it would seem,
judging by the roll-call of those who have done so; to name but a few, pioneers
Khetso Gordhan and Mac Maharaj from the Transport Department, and 
former Communications Director General Andile Ngcaba.

It is clear, sometimes dramatically so, that privatisation can dramatically
exacerbate inequality. The new class of oligarchs in the former Soviet Union
is the most searing example, and a warning to South Africa. Socialism in the
old days at least offered the prospect of equality of poverty.

Privatisation has not, despite its critics, really been pursued with any vigour in
South Africa, so there is not much chance of that happening here. But how has
privatisation contributed to redistribution of assets for BEE so far? 

The answer is that the only major, high-profile privatisation to date has not
led to new black ownership of assets, or even much wider ownership of assets.
Smaller privatisations have achieved more in themselves, but alone will not do
much for BEE.

The ‘retail offering’ of shares in Telkom to the public was accompanied by the
so-called Khulisa scheme. The Khulisa scheme was designed specifically to put
shares in the hands of new black owners. It resulted in less than 1 per cent of
Telkom’s shareholding being black.

The total retail offering, Khulisa and non-Khulisa, comprises around 2 per
cent of Telkom’s total number of issued shares – most of Telkom remains 
in state or corporate hands. As an exercise in empowerment of the broader
populace, the Iscor privatisation of the 1980s did a better job, even though it
was confined to the white population.

On top of this, the other Telkom gesture at empowerment – the 3 per cent of
shares held by small empowerment consortium Ucingo, set aside from the
initial privatisation – vanished after the listing. The Ucingo stake reverted to
financiers because of Ucingo’s inability to finance the shares, in a manner
uncomfortably common for the first wave of empowerment deals, built as
they were on the assumption of a surging share price. The net result is that
Telkom has no significant block of empowerment shareholding. To date,
nothing has come of the plan to reserve 5 per cent of Telkom shares for transfer
to the National Empowerment Fund for financing of BEE.
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