Date : January, 27 , 2010 Publication : Business Repart Page Murmber: 17

Maroga claim shows bosses’ excess

Ann Crotty

WHATEVER the outcome of his
controversial R85 million claim
against Eskom, Jacob Maroga,
the former chief executive of the
troubled energy parastatal, will
certainly recefve Rom in Eszkom
'shares’ that were awarded to him
in 2007 and 2008,
As trade union Solidarity
| points out, in 2008 Maroga was
also paid R3.9m and in 2009 he
received a salary of Rom.

“Maroga has already made
millions out of Eskom, despite
the fact that he led the company
deeper into trouble,” said Solidar-
ity's Dirk Hermann.

Maroga's claim against
Eskom, the strength of which
hinges entirely on whether he
resigned or was pushed, high-
lights & critical aspect of execu-
tive rerauneration in the 21st cen-
tury - the growing disconnect
between pay and performance.

That disconnect has bred a
sense of entitlement, which
ensures that no senior executive,

no matter how badly he has per-
formed, parts from a company
without banking a multimillion
rand farewell package.

Certainly Eskom's most severe
problems cannot be blamed on
current management - the dam-
age goes back decades and in-
volves a wide array of inept par-
ties. But Eskom's remuneration
policy; as with many of the other
parastatals, reflects the value-de-
stroying combination of the
worst excesses of the private sec-
tor and the lack of accountability
of the public sector

It wasn't always so. For the
first few years after 2002, when
the JSE made disclosure of exec-
ative remuneration a reporting
requirement, parastatals ap-
peared to be insulated from the
“mine-must-be-bigger-than-
yours" mindset that drove exec-
utive pay in the private sector.

The first sign of disturbing
change was in 2005 when
Transnet chief executive Maria
Ramos was awarded a multimil-

lion rand package.
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The sum former
Eskom chief wants
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There was no hint of thecor-
roding dysfunctional relation-
ships that were about to break
into the public arena when Es-
kom released its 230-page annual
report last vear

It includes a section on cor-
porate governance that begins
somewhat serenely with “Good
cOrporate governance is essen-
tially about effective leadership. It
requires leadership that is able to
integrate decision-making, strat-
egy and sustainability”

An earlier section of the
repart discusses Eskom's “remu-
neration philosophy”, which is to
link "management remuneration
to the performance of the organ-
isation and an individual's

contribution”, adding “market
factors are also erucial as reward
and remuneration must be kept
at levels that will assist us in re-
taining key leadership skills™,

This is the all-important
gentence, which Iz designed to
explain to evervone who is not an
executive why executive remu-
neration must move inexorably
upwards regardless of corporate
performance.

For the layperson there
appears to be sufficient perform-
ance-related conditions included
in the remuneration section to
preclude Maroga from making
claims on Eskom. But one sen-
tence trumps everything: “The
chief executive is on a fixed-term
contract approved by the board
and the shareholder”

Perhaps the most galling part
of it all isthat, just as ourinstitu-
tional fund managers are foo
compromised to challenge pri-
vate sector remuneration excess,
our senior politicians arve too
comfortable to challenge the
parastatal excess.
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