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Foreword

Of the many paths they could have chosen for South Africa, the makers of the South African Constitution elected what the first deputy president of the Constitutional Court, Ismail Mahomed, described as ‘the reconstruction of society’.1 And the reconstruction of any society is not a linear process. It is complex and long term, often involving taking two steps forwards and one step back.


Justice Mahomed warned that generations of children born and yet to be born would suffer the consequences of poverty, malnutrition, homelessness, illiteracy and disempowerment generated and sustained by the institutions of apartheid and its manifest effects on life and living for so many.

‘The country has neither the resources nor the skills to reverse fully these massive wrongs. It will take many years of strong commitment, sensitivity and labour to “reconstruct our society” so as to fulfil the legitimate dreams of new generations exposed to real opportunities for advancement denied to preceding generations initially by the execution of apartheid itself and for a long time after its formal demise, by its relentless consequences. The resources of the state have to be deployed imaginatively, wisely, efficiently and equitably, to facilitate the reconstruction process in a manner which best brings relief and hope to the widest sections of the community, developing for the benefit of the entire nation the latent human potential and resources of every person who has directly or indirectly been burdened with the heritage of the shame and the pain of our racist past,’ Justice Mahomed wrote.

I quote Mahomed extensively because he sets out most clearly the challenges that have faced our country since 1994 … and will continue to do so for a very long time to come. These challenges are about reversing the impact of our sordid past on millions of South Africans.

Justice Mahomed refers to the ‘relentless consequences’ of racial discrim­ination; the legitimate dreams of new generations; and the imaginative, wise, efficient and equitable deployment of the resources of the state ‘to facilitate the reconstruction process in a manner which best brings relief and hope to the widest sections of the community’. He also touches on the need for ‘developing for the benefit of the entire nation the latent human potential and resources of every person’.

These have been the fundamental pillars of the post-apartheid approach to the reconstruction of South Africa. They shaped the work of the legislature and the executive, both of which I have been privileged to serve.

And the South African Constitution talks to these pillars. It makes provision for steps to be taken to redress the historical imbalances in economic opportunities because of the long shadow of racial discrimination. This provision, as the courts have pointed out, has to be balanced with the provisions of the Bill of Rights.

The redress comes in two forms. The first is a variety of measures that fall under the umbrella of affirmative action. And the second is what has become known as black economic empowerment, which is the subject of this book.

Both forms are underpinned by legislation. Our courts, including the apex Constitutional Court, have confirmed the correctness and necessity of these remedial actions. Where the courts have ruled otherwise, it’s been on the implementation of these measures, as well as the policy and legal instruments used to give effect to these remedial measures. And anecdotal evidence shows that there are many South Africans who are in broad support of these remedial actions, not only in words, but in actions. I and many emerging farmers have been beneficiaries of the generosity of experienced farmers and businesspeople who have been willing to share their expertise.

South Africa’s history of disempowering black people, and Africans in particular, and turning them into a reservoir of cheap labour, initially for the mines and farms, is well documented. Economic historian Charles Feinstein has described South Africa’s economic history since the discovery of diamonds and gold as ‘a process of conquest, dispossession, discrimin­ation, and development to promote rapid economic progress’.2

The valiant attempts of black people to create space for themselves during the 19th century have equally been documented. Though most of the efforts would later be squashed by legislation and other measures, including blocked access to finance and markets, black people continued to create and run businesses in the townships and rural areas.

What this history tells us is that black people were held back, not by a lack of initiative and drive on their part, but by the stumbling blocks, legal and otherwise, that were placed in their way. Indeed, as the historical record shows, when opportunities became available, black people rose to the occasion and were briefly, during the second half of the 19th century, major suppliers of maize and other agricultural produce in Natal, for example.3

The same approach – that is, initiative and the entrepreneurial drive – is required if black people are to fulfil their economic mission today and tomorrow. There are already examples of this initiative and drive in the way black people have taken advantage of opportunities to create sizable enterprises.

But the black economic empowerment framework has also been abused when it comes to state procurement, a key pillar of the framework. The first report of the Commission of Inquiry into Allegations of State Capture, Corruption and Fraud, chaired by Deputy Chief Justice Raymond Zondo, which focuses on the South African Revenue Service and state pro­curement, lays bare the abuse of procurement processes aimed at giving emerging black businesses a stake in the economy.4

Nhlanhla Nene, former South African finance minister

January 2022
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Introduction: 
Why BEE, why me?

Black economic empowerment, or BEE, is one of the most crucial and contentious economic issues in South Africa today. It has redistributed a considerable amount of wealth and made scores of millionaires, but it has also made enemies. Trust, tolerance and patience appear to be wearing thin when it comes to BEE, especially among those still living in poverty after more than two decades of democracy.

With South Africa’s once proud economy on the brink, in no small measure due to the corruption and looting of the state-capture years, there is no better time for a hard, critical look at those emotive three letters that have proven so divisive.

On the international front, the BEE story is growing in significance thanks to movements such as Black Lives Matter, where questions of race, wealth and privilege are topping the global news agenda.

In the South African context, BEE is arguably a centuries-old issue. In a land of vast wealth and bountiful resources, most of the population still suffers on the wrong side of one of the biggest wealth gaps on earth.

Some of the most ardent campaigners for BEE in South Africa believe it has made progress yet is still lagging. Sandile Zungu, president of the Black Business Council (BBC) and a member of government’s Broad-based Black Economic Empowerment (B-BBEE) Advisory Council, believes the cause has been set back years by the current economic crisis, exacerbated as it was by the Covid-19 pandemic. He is unequivocal that a white minority still holds the majority of South African business, black people being merely accommodated with 30 per cent stakes.

‘In fact, what has happened since 1993 – a year before the elections – has been a corporate restructuring or an exercise by shareholders of large, mainly white-owned companies to accommodate a few black Africans as co-owners,’ he said in a keynote speech at a BBC conference in 2021.1

According to Zungu, when legislation was introduced to back up the drive – the Broad-based Black Economic Empowerment Act 53 of 2003 – most big companies simply carried out corporate restructuring, thus failing to usher in any meaningful change.

‘The B-BBEE Act was not ambitious. As with the democratic project, it merely sought to accommodate black Africans instead of making them the real owners,’ he continued. ‘We need a plan to transfer 70 per cent ownership and management control of the economy into black majority hands by 2030.’2

Black empowerment is not going away. As well as being near the top of the political agenda, it also has lots of commercial vested interests. It supports a huge, lucrative industry run by lawyers, civil servants and highly paid advisors. BEE deals yield money for a crowd of professionals before they are ever even signed.

As you read this, there are thousands of BEE deals being negotiated by an army of lawyers. They will take up to two years to complete and will cost millions of rands in legal fees. Each deal has the potential to cre­ate another black millionaire and, perhaps, in time, another black dollar billionaire.

Yet one of the biggest gripes about black empowerment is that BEE only benefits the few. It passes over the impoverished masses, merely increasing the inequality gap. It is said that the same wealthy faces gather for deal after deal. In the early days, it was the politically connected elite who allegedly benefited the most.

‘It kind of became commonplace that, in order to become a successful BEE player, you had to have the blessings, or anointment, of key polit­ical players,’ says Gaby Magomola, one of the fathers of black business in South Africa. ‘There was a bit of an unequal playing ground for others who were unknown or did not have the network into these government officials, and who could have benefited just as well. And unfortunately, those who benefited most were those who were close to the political powers. That did not help. It was a growing faction of unequal groundwork for people aspiring to get into business. And I’m trying to be as diplomatic as I can be.’3

Whatever the politics of these deals, the numbers don’t lie. A working paper published by the World Inequality Lab in September 2021 showed that, between 1993 and 2019, the incomes of the top 10 per cent of black earners in South Africa increased by 200 per cent. Over the same period, the incomes of the bottom 50 per cent of black earners decreased by more than 20 per cent.4

‘Yes, a lot of people went back for the first course, second courses, third courses, fourth courses, and they were the same people standing in line like Oliver Twist: “Please, sir, can I have some more?”’ says Charles Okeahalam, an economist and one of the first African professionals to strike BEE deals in corporate Johannesburg.5

The late Archbishop Desmond Tutu was a scathing critic of this Dickensian approach.

‘What is black empowerment when it seems to benefit not the vast majority but a small elite that tends to be recycled? Are we not building up much resentment that we may rue later? We are sitting on a powder keg,’ Tutu said on 23 November 2004, when delivering the Second Nelson Mandela Annual Lecture.6 His words made him enemies among the political elite at the time.

Members of the chattering black middle class have called for BEE to be scrapped in favour of a system that helps poor South Africans of all races – at the risk of vilification on social media.

‘What the proponents of this BEE policy tend to do is argue that the reason these policies fail is because they have been badly implemented – or that there is no political will from our leaders. No, the policies are a complete disaster,’ says controversial political analyst and senior fellow at African Liberty, Phumlani Majozi. ‘We need programmes that will help the poor, not enrich black tycoons as BEE has done.’7

Businessman Mkhuseli Jack takes a more damning view. He spent his youth as an anti-apartheid activist, gaining respect on the streets of New Brighton township, a political hotbed in Port Elizabeth. He believed in non-violence and spent years in prison and on hunger strike. Towards the end of the struggle, Jack earned an honours degree in economics and development studies at the University of Sussex before returning to South Africa. In his time, Jack went into empowerment deals – including with ABSA, one of the biggest banks in Africa. These days, he is an entrepreneur, near where he grew up in the Eastern Cape, with an interest in opposition politics. He has clearly fallen out of love with his country’s BEE policy, as well as the African National Congress (ANC), for which he risked life and liberty.

‘I supported [BEE] because its objectives were honourable and it was aimed at correcting South Africa’s social economic order,’ he says. ‘However, as soon as it was taken over by the ANC, things went awry. It retrogressed and became a mockery. It is no longer aiming at making genuine black entrepreneurs but enriching a few cronies – patronage. Government has not mastered the art of assisting small businesses. They have no monitoring systems.’8

Considering these criticisms, there have been calls – derided by many in South Africa’s political and business classes – for a sunset clause for BEE. ‘There was no sunset clause for apartheid, so why should there be for BEE?’ one minister famously asked.

Zungu, one of the multimillionaires created by BEE, agrees.

‘Remember, BEE is about ensuring that the economy reflects the demographics of the country. The sunset is not time, the sunset is outcomes. For so long as we, black people, are in the margins of the economy, this thorn of BEE must remain ever present and prick the conscience of everyone,’ he says.9

Politically, consciences must also be nudged by the fact that not nearly enough has been done to redress the imbalances of the past.

The woman tasked with seeing that BEE works believes that trans­formation has hardly begun. Zodwa Ntuli is the current commissioner of the B-BBEE Commission within the Department of Trade and Industry. She has the unenviable task of guiding policy with little money and a creaking legal system.

‘It is a sad reality that we do not have much to gloat about as a country, as there is no tangible change in the economic landscape to date – however, complacency is not an option,’ she says. ‘Economic recovery of this country, especially with the advent of the Covid-19 pandemic, demands a more robust approach supported by adequate resources and legislative tools to drive transformation. No entity must be able to engage with the government if it does not subscribe to the economic transformation agenda adopted in the B-BBEE strategy, policy and law.’10

The 2014/15 Commission for Employment Equity annual report showed that whites represented 70.0 and 59.3 per cent of top and senior management respectively, with black Africans representing only 13.6 and 20.5 per cent respectively.11

Despite these figures, Okeahalam – a veteran of South African BEE deals – believes the country’s leaders will one day let go.

‘I think in our lifetime, I think they will abandon it,’ he says. ‘At some point, people will say, what is there to be achieved by this policy? What are we trying to achieve? … Are you better off without BEE and getting foreign investment in, building your skills and capacity and regulation and growing the economy, or do you feel beholden to a particular philosophy that says you need to have BEE? Capital is clever, capital is cleverer than politicians here and politicians everywhere. Politicians are not as clever as the people who control the capital.’

Strong words and opinions such as these spice the pages of this book. BEE is an emotive issue that is likely to be debated for generations. As a journalist, I knew I was putting my arm in the fire when I took up the challenge to write on this topic. This book is neither academic nor defini­tive, but rather a chance to shed light on all sides of the argument.

My own fascination with the story of black empowerment began nearly thirty years ago, on a warm autumn day in Zimbabwe. I had landed in Harare as a young correspondent with a brisk step and the benefit of fresh eyes that sometimes couldn’t believe what they were seeing. I thought – perhaps idealistically – that Zimbabwe had put the struggles of the past behind it and was looking to an independent future in the hands of its majority-elected leaders, many of whom had bravely taken up arms to liberate their country not too many years before.

Yet I couldn’t comprehend why so many black Zimbabweans were still working for a pittance for the same bosses who had ruled the roost before independence. Most owned almost nothing, at the bottom of an economy that at the time was prosperous thanks to thriving agriculture and a wealth of resources such as platinum, nickel, copper and iron ore. These were the fairly stable days before Robert Mugabe’s catastrophic final two decades in power. Most black Zimbabweans could only gauge how much better off they were by reading the hopeful, official headlines of the state-owned Herald newspaper.

‘I think they’re on a learning curve,’ a cynical old white farmer chuckled when I questioned this.

I was determined to dig into the story. I can still smell the fresh air in those temperate days before the slow descent into the cool of winter in Harare. It was a fine day for what turned out to be a fool’s errand. To frame that afternoon in context, it was May 1994 and change was in the air. To the south, South Africa was feeling the first flush of hope and the full force of majority rule after the first democratic election held the month before, on 27 April. Millions of people had turned out to vote, banishing fears of a civil war and ushering in the promise of a peaceful and prosperous future for the entire region.

‘When they come to write the history of South Africa in fifty years’ time, I think they’re going to say that South Africa was incredibly fortunate,’ says veteran mining boss Ian Cockerill, who at the time was running mines for AngloGold. ‘They had back-to-back presidents who genuinely saw the bigger picture; De Klerk because he realised it was game over for the old apartheid regime. And Mandela, who could have been quite justifiably very vindictive, but decided to be a proper statesman, a proper leader and wanted, genuinely, to build a better South Africa than the one that he had grown up in.’12

Five years later, by then managing director of Gold Fields, Cockerill would engage with Nelson Mandela, then head of state, at the New York Stock Exchange – the heart of world capitalism. ‘Mandela did us the honour of ringing the bell for us on the stock exchange. We had the opportunity to talk to him about various things. And he was very passionate about wanting South Africa not to go the way of other, what you’d call “liberated”, African countries,’ recalls Cockerill. ‘Mandela genuinely had a vision of Africa as being something very different. So we had that sort of five years’ honeymoon period under Mandela; then we came into what I would call the execution phase of, okay, let’s now start implementing the dream under Mbeki.’

The future had yet to be written on that glorious day, 10 May 1994, when helicopters trailed South Africa’s new flag over the cheering crowds at the Union Buildings in Pretoria, as more than a billion people around the globe watched on television. Al Gore, Fidel Castro and Quincy Jones looked on as Nelson Mandela – the world’s most famous ex-prisoner – took the oath at his inauguration to become the first black president of South Africa.

It was a warm day of smiles, celebration, reconciliation and hope that the troubled country was at last heading for peace and prosperity. Many who had lived through the dark days of apartheid thought they would never live to see this day. The last time Mandela had taken any oath in South Africa was more than thirty years before, when he faced a death sentence for attempting to overthrow the state. He had been in the dock at the Palace of Justice in Church Square, a ten-minute drive from where he now stood.

‘Never, never and never again shall it be that this beautiful land will again experience the oppression of one by another,’ Mandela vowed in his inauguration speech.13

As a stiff young South African Army officer with blond hair shaved to a brush escorted dignitaries to their seats, the commentator John Bishop – my father’s cousin, I would later discover – led the live broadcast to which we in Harare were glued. ‘I bet you when that young man joined the army a few years ago, he never thought that one day he would be escorting Fidel Castro to his seat at Nelson Mandela’s inauguration. Maybe we will get some decent cigars now!’ John jested. It summed up the hopeful mood.

Days later, one of the frightfully nice BBC (British Broadcasting Corporation) chaps in Johannesburg to whom I reported as a starving stringer (that is, a poorly paid freelance journalist) phoned me to ask about upcoming stories.

I told him I was digging into the black empowerment story in Zimbabwe to unpack the lessons and failures of fourteen years of majority rule. On that very day, I said, I had secured a top-level interview with Zimbabwe’s ‘Mr Black Empowerment’, Roger Boka.

‘Oh, that is good,’ the BBC man intoned patronisingly. ‘I think you will be doing a lot of these stories, bearing in mind the same story is going to play out here in South Africa.’

That autumn in Harare, I was as happy as only a reporter can be. I had embarked on a mighty and emotive story and Boka was the biggest fish in the tank. Even though I had been in the country for only a couple of months, I knew Boka was revered as the godfather of black empowerment in Zimbabwe and his name carried weight. He had grown up poor, the son of resourceful shopworker Martin Boka. According to legend, one day the shop burnt down and the white owner let the workers pick through the ashes. Martin found a chisel, hand plane and hammer, taught himself carpentry and created a thriving furniture business.

Roger Boka tried his hand as a teacher, credit controller and insurance underwriter before staking his claim as an entrepreneur. He traded in everything from tobacco to cleaning oil as he worked his way up to become one of the richest people in the land.

My grandfather had been a skilled carpenter, too. I thought, perhaps naively, that Boka and I might share an affinity that would help bridge the divide of race and origin between us. I had found the number and address of Boka Enterprises in the telephone book – no internet in those days – and had been surprised to hear the man himself answer after just two rings. He had agreed to see me at his office at five o’clock that evening.

Near the appointed time, I slung my recording equipment, which included two gigantic reels of tape and weighed a ton, over my shoulder and headed for Boka Enterprises. As I pushed through the doors into the echoing, almost empty reception area, Roger Boka was there to meet me. Dressed immaculately in a smart blue suit with a colourful silk tie, he drew himself up to his full height, smiled and offered his hand.

‘Why are you not black?’ he asked.

I was taken aback. ‘God made me this way,’ I replied, bristling.

‘The BBC should be sending black journalists to report on African affairs,’ he retorted.

I was fresh from the dog-eat-dog world of broadcast journalism in London, where ruthlessness and drive mattered more than colour and creed. I told him that there were many African journalists working at the BBC and that skin colour was of little consequence compared to their high standards of professionalism.

‘Can we do the interview? There is a great story to be told,’ I said, slightly impatiently. Trying in vain to sound as persuasive as possible, I argued that surely it was the future, and not so much the past, that mattered in a country where the black majority held the political and economic levers.

Nothing doing, apparently. Boka retreated into a small office and emerged with a sheaf of large flashcards with pictures stuck on and words in felt pen. It was the beginning of a lecture that threatened to last hours. Africa had already taught me patience, but all I could think of was the story. Looking at my watch, I said that I could maybe send the interview to the BBC World Service that night if we finished in time.

Undeterred, Boka proceeded to hold up the first flashcard. On the left was written: ‘A white child grows up in a clean bed surrounded by love and toys.’ On the right was a picture of a white child that had been cut out of a magazine. On the back of that card was a picture of a black child and the words: ‘A black child is born onto a dirt floor of a hut and is undernourished.’ It was the first of about forty cards. After about ten minutes, which seemed more like an hour, I shook my head and looked down. I had come for an interview and was getting a lecture. I was here to talk about the future, not the past. I argued that there were many poor white people as well. I was annoyed that I had given up my evening for an interview that Boka clearly didn’t intend to grant.

I was heartened by the arrival of his daughter, who argued alongside me that perhaps the world was not as clear-cut as her father made it out to be, and that perhaps it was not just to lay the ills of the past at the feet of a lone visitor. Nevertheless, it was only a matter of time before my temper got the better of me.

‘My great-grandfather worked with his hands to raise eleven children on tuppence ha’penny – sleeping three and four to a room,’ I said. I felt wounded but tried not to raise my voice. ‘My grandfather started work at the age of twelve, cleaning boots and carrying coal for rich people, and went to an early grave after working his fingers to the bone all his life. He was a carpenter like your father!’

Boka paused for a couple of seconds and then smiled his broad smile for a few seconds more. ‘If your grandfather had come to Rhodesia, he would have been a rich man,’ he drawled.

I had heard enough. I rolled my eyes, shook my head and bid Boka a polite farewell.

I had felt extremely lucky to get an audience with him, but my hopes had been dashed. I later learnt from friends in the Harare journalism fraternity that Boka never spoke to white reporters. He even once refused to take an English exam on the grounds that he hated the English. He was the first black Zimbabwean to own a private jet. In 1999, five years after we met, he died in it on a flight home from the United States, where he had been seeking medical treatment for a terminal illness.

Frustrated but not beaten by the encounter, I poured my anger into my work. Over the next five years, I spent many days reporting on the rise of black business in Zimbabwe’s factories, fields and tobacco floors for television. When Boka opened his own tobacco floor in 1997, I was one of the first journalists there. People were scornful of the idea that he could break the powerful cartel that ran the sales of the commodity in Zimbabwe. I reported a balanced story of the benefits and challenges of opening a tobacco floor in the face of cut-throat competition from established floors.

As the years and stories ticked over, I came to realise that black empower­ment was a slow process, complicated and difficult to execute – as South Africa was to discover. Controlling the political levers of government didn’t necessarily make it any easier to implement.

‘We are politically free, but not economically free,’ one supermarket worker in Harare told me as I covered yet another story about the unequal distribution of wealth in a land where a small elite enjoyed one of the highest standards of living in the world while the majority continued to suffer.

I started to wonder how the process that had stumbled along in Zimbabwe with vague and ever-changing rules would fare in the richer and more organised South African economy, where there was a plan to tackle black empowerment in a more formal way, with written BEE codes.

When I visited South Africa in May 1995, after a year travelling and reporting in majority-ruled Africa, I was shocked to see that the border guards were mostly white, as were the flight crew and the people I met in management positions. When I paid a visit to the Sunday Times in Johannesburg, most of the sub-editing staff were young, male and white. Rosebank Mall, one of the top shopping centres in Johannesburg, looked like a relic at a time when the economy of South Africa was modernising at a rate of knots. All the shoppers and bank clerks and waitstaff were white. It could have been 1970.

Fast-forward twenty-five years, and Rosebank and almost all the public spaces in Johannesburg are filled with monied black shoppers. Many of the stores are not only managed by black staff, but also owned by black entrepreneurs. The opening up of corporate and government jobs to young, qualified black South Africans has put money into more pockets.

Yet at what cost? Objectively, BEE has led to division, resentment, bitterness and, often, confusion. According to some, these days BEE deals seek black partners with money to avoid expensive vendor financing. Where does that leave poor people who need a leg up into the economy?

Sure, a great deal of wealth and ownership has changed hands, but has it really improved the lot of poor black South Africans? Or has it merely built a remote, rich elite?

One of the more surprising views comes from tough, hard-working lawyer Caryn Leclercq, who has spent years wading through scores of BEE deals that have cost her more than one or two grey hairs.

‘Look, I technically believe that it is brilliant legislation. How else do you get people completely excluded from an economy to be active in an economy, in a way that the government can make companies pay for it? The idea of it is brilliant; whoever wrote that legislation is genius,’ she says.14

This book is my attempt to tell the story of BEE through the eyes of those who have lived it, supported it, fashioned it, worked in it, suffered through it, made millions from it, opposed it and even went to court over it. I have sought the voices of the old hands who have been through the mill, as well as the young bloods who are still fighting their way up. This is not a story of the billionaire boys’ club – it is a balanced look at both the male and female entrepreneurs who took risks to change their lives.

This book is also not a survey or an academic essay; its aim is to tell the black empowerment story through the words and experiences of those living it. You will find all sides of the story, including the progress and the setbacks, and you will be left with the opportunity to make up your own mind about its merits and flaws. Should BEE be phased out? Or should it stay to prick the conscience of South African society for evermore? You decide.
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