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South Africa needs to restructure Broad-Based Black 
Economic Empowerment (B-BBEE) policies, including: 
linking B-BBEE to economic structural reforms, 
developing diverse strategies for supporting business, 
transforming the design of empowerment deals and 
improving the level of control over operations by 
B-BBEE beneficiaries. 

The current BEE model does not sufficiently appreciate 
the diversity and varied historical development of 
black enterprises. Contributing authors advocate for 
a more nuanced and calibrated BEE strategy, which 
takes account of differences based on access to capital 
and markets, enterprise size, as well as the nature of 
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procurement and sector-specific opportunities and 
challenges. BEE policies and praxis over-emphasise 
equity transfers without altering market structure 
and persistent realities in key industries in the South 
African economy. The publication makes a case for a 
B-BBEE policy framework embedded in economy-wide 
structural reforms, which would change the balance 
among various sectors and broaden the number of 
beneficiaries through multiplier effects. It posits several 
micro- and macro-policy interventions to address this 
shortcoming. These central arguments are explained 
further in the policy recommendations below. 
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Black Business Development and Policies 
• BEE models must include business support 

strategies which factor in essential differences 
among black entrepreneurs. Evidence from the 
publication indicates that enterprise support 
measures are most successful when they consider 
variations in sectors, enterprise size, market share 
and human capacity. This means that sector-specific 
charters must not rely on voluntary cooperation 
only. Rather, implementation of these charters 
should be improved, with clear monitoring and 
evaluation frameworks. 

• B-BBEE stakeholders, including policymakers, 
would benefit from studying the history of black 
entrepreneurship which offers important lessons 
for contemporary black enterprise development 
strategies. There is limited organised knowledge 
about the historical development of black business 
in South Africa. This recommendation is not confined 
to legislators and entrepreneurs. It also requires 
a paradigm shift in the business studies courses 
and training provided in relevant institutions. This 
intervention would enrich the study of economic 
history in South Africa, which largely reduces black 
economic agency to wage labour or black business 
developed by colonial authorities.

• Monetary policies should be flexible enough 
to take into account the cost of capital for black 
entrepreneurs and to increase transformation in 
the real economy. Government is encouraged to 
strengthen oversight, reporting and monitoring of 
B-BBEE procurement spend in local municipalities 
and public enterprises. This oversight requires 
coordination between fiscal and industrial policy, 
which ensures that B-BBEE fiscal expenditure 
supports local content product designation. 

• Policymakers are encouraged to align B-BBEE 
to economic structural reform priorities. Black 
entrepreneurship should be developed through 
streamlined industrial policies that prioritise 
sectors in which South Africa has historic or latent 
competitive advantages. One example of this is 
the renewables sector which is in its early product-
and-innovation lifecycle: It offers several market 
opportunities for emerging black industrialists. 
Contributing authors emphasise the importance 
of strengthening B-BBEE provisions in South 
Africa’s competition legislative framework. These 
provisions must make B-BBEE compliance one 
of the central determining factors in approving 
mergers and acquisitions. 

The State and Economic Empowerment
• State regulation and intervention in B-BBEE must 

address both governance of BEE policies and cases 
where market failures result in barriers to entry or 
innovation. State intervention cannot be reduced to 
regulatory governance functions only. The state should 
address impediments to black business development 
such as access to finance, rising input costs and the 
circumvention of local content provisions. 

• State-owned enterprises (SOEs) need to be central 
in the implementation of empowerment policy. 
SOEs are well positioned to not only address market 
failures, but also to improve the prospects for 
early-stage enterprise development through risk 
sharing (financing, research & development and 
intellectual property) and the creation of market 
opportunities (supplier development, procurement, 
etc.). A number of factors make them suitable for 

unlocking new market opportunities, including 
their market position, scale, sunk investments and 
downstream and upstream linkages. 

• B-BBEE policy stakeholders should introduce a 
social compact model which connects support 
for entrepreneurship to national development 
priorities. Beneficiaries of B-BBEE interventions 
must ensure that their enterprises support 
employment creation, industrial diversification, 
increased competitiveness, transformation and 
good governance. State rents and incentives 
should be accompanied by clear reciprocal control 
mechanisms. Subsidies, licensing, incentives and 
any disposal of state assets must support national 
development criteria. Businesses who fail to meet 
the criteria must have limited access to state rents 
and incentives. 
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• Government is urged to strengthen state capacity 
for successful B-BBEE policy implementation. The 
primary focus should be on effective monitoring and 
evaluation of B-BBEE empowerment transactions. 
The B-BBEE Commission’s presence and capacity to 
exercise regulatory oversight in national, provincial 
and local contexts should be enhanced. This is 
essential for addressing poor governance and 
corruption in B-BBEE policy implementation, which 
encourages elite capture in economic redress 
programmes. 

• B-BBEE policymakers and regulatory authorities 
are encouraged to focus on B-BBEE policy 
implementation in local municipalities. Local state 
officials and entrepreneurs should be capacitated 
to deliver effective B-BBEE policy implementation, 
which would improve compliance with the B-BBEE 
Act and procurement regulations. An effective 
strategy would also develop the productive 

capacities of local black-owned enterprises. 
Reforms in procurement regulations are required 
to develop such a strategy. The Preferential 
Procurement Policy Framework Act (PPPFA) bid 
evaluation system should flexibly take account 
of scale economies and market structure issues 
that influence the ability to compete on price. 
Furthermore, black entrepreneurship and B-BBEE 
strategies must be responsive to local political 
economy opportunities and challenges. 

• It is crucial to gain buy-in from established private-
sector organisations for transformation policies. 
A combination of social compacting and efficient 
regulatory intervention is proposed for attaining this 
support. This would help eradicate the dominant 
business practice of emphasising narrow and 
technical compliance with transformation policies. 

Inclusive B-BBEE: Workers, Empowerment Transactions 
and the Informal Economy 

• The design of B-BBEE deals and financing 
frameworks needs to be transformed in order to 
achieve broad-based participation and restructuring 
of the economy. Empowerment transactions must 
be structured on the basis of (and in response to) 
operational and business productivity concerns. 
These two elements should be prioritised over 
narrow financial indicators (share price movements, 
interest rates and dividend policies). Empowerment 
deal design and finance should also support 
industrial diversification, reinvestment initiatives, 
upskilling and increased competitiveness within the 
South African economy.

• Employee Stock Ownership Plans (ESOPs) must 
encourage employees to participate in decision-
making structures that facilitate the firm’s 
strategic orientation. The design of employee 
empowerment transactions must take account of 
unequal income patterns in the workplace and 
the broader economy. In addition, guidelines for 
reinvesting dividends to secure long-term financial 
security should be developed for ESOP participants. 

• Trade union investment arms must create 
autonomous finance vehicles. These vehicles 
should receive dividends and channel them into 
union institutions or activities such as research, 
bursary schemes and training centres. Worker 
oversight and control of trade union investment 
should be strengthened, and debates on 
investment strategies within union structures 
should be encouraged. Clear political economy 
and socioeconomic guidelines for trade union 
investment strategies should underpin these 
internal debates.

B-BBEE policy stakeholders should introduce 
a social compact model which connects 
support for entrepreneurship to national 
development priorities. Beneficiaries of 
B-BBEE interventions must ensure that their 
enterprises support employment creation, 
transformation and good governance. 
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Rethinking Black Business in Post-Apartheid South Africa 
• B-BBEE policy support needs to be expanded 

beyond the confines of the formal economy and 
the Johannesburg Stock Exchange (JSE). The 
publication argues for a diverse strategy, operating 
both within and outside of the JSE, for black 
business development. This strategy must take 
account of market-structure barriers that have 
stymied the participation and development of 
black-owned small, micro and medium enterprises 
(SMMEs) in both formal and informal sectors. 
Macro- and micro-policy interventions should be 
used to address these structural barriers. 

• Policymakers should rationalise and standardise 
empowerment-related compliance requirements 
for SMMEs (this has already started with micro-
enterprises under roughly R5 million, which can 
now sign a B-BBEE affidavit). SMMEs should be 
offered further access to training (through the 
skills levy), production and working capital.

• B-BBEE must consider how initiatives from 
enterprises and suppliers operating in the real 
economy can be monitored for the impact they 

have on the growth and sustainability of early-
stage enterprise development. This is important 
because the real economy has the highest potential 
for job creation and additional multiplier effects. 
The market intelligence on firms that benefit from 
enterprise and supplier development spend should 
be improved. This market intelligence should 
include the following essential indicators: size 
of the enterprise, revenue, profits, employment, 
productivity and market share. 

• Stakeholders should improve black SMME access 
to technological business solutions, which would 
lower enterprises’ running costs. 

Trade union investment arms must create 
autonomous finance vehicles. These 
vehicles should channel dividends into 
union activities such as research, bursary 
schemes and training centres. Worker 
oversight and control of trade union 
investment should be strengthened. 


