[image: image1.png]



CEPPWAWU Submission on Liquid Fuels Charter Implementation

1. Introduction

1.1. CEPPWAWU would like to thank the Parliamentary Portfolio Committee on Energy for the opportunity to present our perspective on transformation in the liquid petroleum industry. 

1.2. Our input is based on our review of the Moloto Solutions Audit as well as our experience and observations in the industry.

1.3. We note with dismay that Moloto Solution’s work was stymied in certain respects because certain companies did not provide information requested of them. This behaviour by the companies raises questions, and will continue to impede progress in both the implementation, monitoring and evaluation of transformation. 

1.4. We also note in the methodology that the union head office had not submitted comments on the study, and are thus pleased to give input at this stage. Unfortunately, we have not had sufficient time to call a shop steward council, have detailed discussion and gather detailed comments. Nor have we had time to do more detailed research. Our comments at this stage are preliminary and we may supplement them at a later stage if the Portfolio Committee will allow us to do so.
2. Contextualising our submission

2.1. While we have made important advances in areas of democracy, human rights and social benefits, we still need to transform workers lives at a socio economic level. We still face the triple scourge of unemployment, poverty and inequality. The census released yesterday now shows unemployment to be higher than officially expected, at 29.8%. 

2.2. We have clearly not come close to achieving the demands set out in the Freedom Charter:

2.2.1. “The People shall share in the country’s wealth;

2.2.2. The national wealth of our country, the heritage of South Africans, shall be restored to the people;

2.2.3. The mineral wealth beneath the soil, the banks and monopoly industry shall be transferred to the ownership of the people as a whole;

2.2.4. All other industry and trade shall be controlled to assist the wellbeing of the people."

2.3. In assessing transformation in the liquid fuels industry, CEPPWAWU will therefore make its assessment, both in terms of the sector, but also in terms of challenges we face more broadly. It will focus on key areas of the charter that have the most relevance to workers, given the limited time for preparing the submission and presenting today.

3. Key focus areas

CEPPWAWU wishes to highlight the following area in the Charter:

3.1. Capacity building

3.1.1. We note with dismay that overall HDSA spend on capacity building is 55% of the required level, and the observation by the consultants is that average compliance by the industry was “low to medium”. In fact total skills spend on HDSAs has decreased since 2006!

3.1.2. There appears to be a lack of sufficient implementation of mentorships (21%).

3.1.3. The research highlights a need for more training on core skills, priority skills and scarce skills. These are of particular interest to our members since they not only offer the chance for upward mobility and improved life chances, but also safer and more interesting work and the opportunity to make a meaningful contribution, improve productivity and contribute towards development.  

3.1.4. What the figures do not show is how much is actually spent on less skilled employees versus more skilled employee/ management. We have noticed a tendency towards spending more on highly skilled white managers rather than less skilled black employees. 

3.1.5. A further question that needs to be asked is how much time is made available to workers to allow them to acquire skills?
3.2. Procurement

3.2.1. While a relatively small percentage spend is spent on HDSA procurement, it appears to be increasingly integrated through the business from crude to logistics, catering, chemical products, IT, finance and insurance etc. CEPPWAWU has continually argued that HDSA procurement must be integrated throughout the business and not confined to the side lines.

3.2.2. CEPPWAWU wants this trend of HDSA procurement in the core of the business to continue. However, we also want the following issues to be addressed as part of the procurement discussions:

3.2.2.1. Are goods and services being procured being produced and/ or sourced in South Africa as far as possible, so that job creation and workers in South Africa benefit? We do not want to promote a situation where we only promote HDSA capitalists able to import goods at the expense of South African workers and job creation.

3.2.2.2. Is there monitoring of workers conditions in the supply chain e.g. chemical companies should be complying with health and safety standards and regulations and well as bargaining council agreements?

3.3. Employment equity

3.4. While it is striking that the companies are still run largely by whites in key positions, the following is of key concern to CEPPWAWU:

3.4.1. A general lack of opportunity for black employees to progress in their careers at all levels in the organisation. This is linked to the lack of commitment to training, career pathing and mentoring by the companies.
3.4.2. A sense in some of the companies that while white people do not necessarily have to prove their worth, black people do. This has been supported by the research as well.
3.4.3. In some companies opportunities are afforded to those outside South Africa’s borders rather than South Africans which makes us question the company’s employment equity commitments. 
3.4.4. While the success or lack thereof of employment equity has been challenged, it needs to be challenged at all levels of the organisation. Specific attention needs to be placed on workers who often tend to get overlooked while the light is shone on executives. Black employees remain under represented at all levels of management – and CEPPWAWU members must be afforded more training and opportunities to access those positions.

3.5. Joint facilities and infrastructure

3.5.1. CEPPWAWU is highly concerned at the points raised in the report regarding the lack of access to joint facilities. This can only work to entrench the interests of a few established companies. 

3.5.2. Such findings should be read in conjunction with the Competition Commission’s referral of possible collusive activities in the oil industry to the Competition Tribunal earlier this month. It points to a possible disturbing pattern of behaviour in the industry by the companies that we suggest be further explored by the Portfolio Committee. 

3.5.3. These matters are detailed and complex. CEPPWAWU would like to do further work on the matter before presenting more detailed positions to the Portfolio Committee, if you will allow us to do so.
3.6. Refinery capacity

3.6.1. CEPPWAWU notes the lack of refinery capacity and that this will become more acute as demand grows. It is also of the view that there has been insufficient investment in upgrading or investing in new capacity in new capacity in recent years.

3.6.2. The IDC sector report shows a decline in capacity utilisation of 2% a decline in production of 0.7% Q2 2012 compared to Q1 2011. (There has also been a 60% rise in imports during the period). 

3.6.3. Key problems associated with insufficient investment in expansion of capacity include declining self-sufficiency in relation to energy/ fuel; massive investments required at a later date with cost implications; budget implications; trade balance implications; and employment implications.

3.6.4. Refinery investments require long term planning and have a host of regulatory implications, incentives etc that either assist or impede such investments. We suggest discussions start taking place on how we extend refinery capacity.

3.7. Enterprise Development

3.7.1. As CEPPWAWU we expect the companies to be doing more to promote enterprise development and supporting employment creation. While the consultant’s assessment is that action is taken a “medium” level in some areas such as procurement, and “terms of credit”, CEPPWAWU’s view is that more action can be taken by the companies to support enterprise development with the aim of promoting employment. 

3.7.2. Upgrades of refineries should be undertaken to expand supply. Concerted effort should be placed on using local enterprises in order to expand employment and opportunities.
4. Conclusion

4.1. CEPPWAWU believes that industry has fallen short in terms of transformation, both in terms of the goals set out in the Charter and in terms of the potential contribution to the broader socio-economic needs of the country as a whole. Specifically, changes over the last 10 years have not sufficiently advanced the interests of workers and the working class -  in relation to skills and training, mentoring, career paths and promotions at all levels, and direct and indirect employment creation. In fact, the IDC sector report shows a decline in employment of 0.5% Q2 2012 compared to Q1 2011.

4.2. In addition CEPPWAWU has severe concerns regarding the viability of the industry going forward – in particular with the need to invest and extend refining capacity; and with the conduct of companies to ensure access to facilities and appropriate pricing. 

4.3. We recommend that:

4.3.1. More emphasis be placed on skills and training
4.3.2. More emphasis be placed on job creation – both direct and indirect
4.3.3. The Parliamentary Portfolio Committee investigate how to promote investment in refining capacity and how to maximize job creation while doing so

4.3.4. The Parliamentary Portfolio Committee further investigate the allegations regarding lack of access to infrastructure; and link this to the work being done by the Competition authorities.

4.4. We are willing to provide more information on request and that you for the opportunity to make this input.
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