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3.6.1 Single-Buyer Model (Phase 1) 

Figure 3 diagram illustrates the first of the three models to be discussed. 

'--------~~~----------~ 
Eskom Holdings --r------.-------r-, . 

Customers 

I 

Eskom i 
, Enterpli$es ; ..... __ . 

Fig: 3 Single-Buyer Model (DME&DPE, 2000, 5) 

3.6.1.1 ESKOM Corporatisation 

The first phase of the three models is the corporatisation of ESKOM, i.e. it will shift 

from parastatal status into a company. There would be "the establishment of an 

ESKOM Holding Company and subsidiaries for ESKOM Generation, ESKOM 

Transmission and ESKOM Enterprise (ESKOM Distribution will be folded into the 

ED! Holdings company and then into REDs)" (DME & DPE, 2000: 5). It is assumed 

that the electricity price will rise, as government will now require tax payments and 

dividends. The price will also increase because of the funding of new investments in 

new generation. ESKOM's internal pool will continue, whereby individual generators 

"bid" a price and quantity of electricity to be produced for each hour and quantity of 

electricity to be produced for each hour for the day ahead-and then ESKOM system 

control dispatches power stations in merit order according to the lowest price 

(Eberhard,2000: 17). This is essentially a single-buyer model as new independent 

power producers (IPPs) would have sell to ESKOM. 

NER and DME (200Gb: 5) put the basic steps for this model as follows: 
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3.6.2 Open Access/ Oligopoly Model 

Figure 4 illustrates the second model, for open access. 

, ': Esi<om ~'r>g$.!:O __ -.--_ 
I 

. Ge'lCo, I I GenCo, I r. ~::; ~ , 
'~ ... -.~-:r 

Imports I ..... . ". 

I.< POII(H Exc.~n;e··.\ 
. IPP. ./'.......... . ... ,. 

~ , .. ' 
_. ______ . ____ ... _ _._ ··~~:._L , .... _._. 

ClsIome,s 

I 

I. 
i Ellkl:lm 

LE.~ 

Spec", I 

---~~.!!'.!!!., 

Fig: 4 Open Access Model (DME&DPE, 2000:7). 

In this model transmission is no longer in ESKOM's hands and an independent state­

owned transmission company is established to facilitate non-discriminatory open 

access to generators. NER and DME (2000b:5) summarise this model as follows: 

"ESKOM Generation is corporatised by converting the 'ring-fenced' internal 

generation into separate companies under ESKOM. In addition, in this model, the 

generation units, clustered into a different portfolios, compete with each other and bid 

independently as portfolios into the power exchange/pool". This model involves the 

creation of an external, open power exchange, and trading arrangements. An 

autonomous Independent Transmission and Power Exchange with very transparent 

market measures is intended to inspire confidence among potential investors. 

According to the NER and DME (2000b: 6) this model includes the following 

aspects: 

• ESKOM Generation would create a number of subsidiary generation companies 

(GenCos). 

• Assets and liabilities, rights and obligations of ESKOM Generation would be 

transferred by agreement into the respective GenCos. Staff would be transferred in 

the same way. 
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I 

,----=Es=kD,m holdIngs 
- I ----.--' 

• G<oCo,~., : 0"" - Ge-n-eo.,- -· E6kDm j : 
; I Genei"ation I 1 -~ ..... 7---

~Imports _ •.. ...-<~>.... .... . I ' : 
..... EJcCllange .... .----:::-"1 _-, .......... _............ i En~~ 1 

, Stale (7oNneo ,"oopenoen! TRANSMISSION company 

r:=Y- r:-- ' ,-
i RED, I i RED, : REDm , • Spec .. , i 
~_--O _. _._. oe o • Customers ~ 

~ ~ ., --- -
I Custome~ 

Fig: 5 Competitive Model (DME&DPE, 2000:7). 

The third model is where a competitive electricity supply industry is realised, 

followed by phased p rivatisation. It ish ighlighted by DME and D PE (2000:7) and 

Eberhard (2000: 19) that "the final model accepts the logical conclusion that 

competition requires a dilution of ESKOM market power and significant entry of new 

players. ESKOM would ultimately be left with a third, or less, of generation (as well 

as ESKOM Enterprises) and the remainder of generation would be separated into as 

many competitive independent companies as is economically feasible". It is further 

added that these could be privatised through black economic empowerment 

provisions, private equity participation or a public offering. 

Through the participation of a number of industry players in the different trading 

arrangements, which includes short-term power exchange and balancing the market, 

as well as longer term bilateral and future contracts, an electricity market is created. 

This is called a multi-market model and is the model increasingly seen in the 

international ESI. All the government policy objectives are realised in this model. 

Competition could result in improved efficiency and lower prices, and there is less 

market power to manipulate prices. Other positive aspects include the black 

empowerment participation that is achieved as well as fiscal revenue for debt 

reduction. This model also results in significant investment. Financial and economic 

returns tot he s tate a re optimised. E SKOM is forced to compete. T he management 

culture and practice which is established puts ESKOM in a better position to 
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