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PREFACE

South Africa finds itself at a crossroads. The challenges
we face as a nation are many and complex, and affect
the way we see each other and ourselves. The so-called
‘born-free’ generation is asking profound questions
about the disconnect between the promises that were
made at the dawn of democracy 23 years ago and their
present-day reality, which still poses the challenges that
their parents faced. The political freedom yielded some
changes, but the apartheid hallmarks of exclusion and
economic deprivation persist, representing everything
but the ‘better life for all’ that was promised.

Part of the thinking in 1994 was that the country
would create opportunities for a new generation of young,
especially black, South Africans that would fundamen-
tally change the trajectory of their lives, break cycles
of poverty and ultimately create a more equal society.
Two decades later, we are seeing a generation of young
people, many of whom are ‘under-schooled’, unemployed
and angry at their parents for what they see as a betrayal
of their future. The development of South Africa has not
been to the benefit of all. Policies to address persistent
poverty levels have largely been ineffective and, in some
instances, have even undermined the dignity of their
intended recipients. It has to be acknowledged that the
government created a social grant ‘safety net’ that has
saved the country from developmental collapse. The
social grants system, as good as it has been in keeping
the wolf from the door of millions of South Africans, is
not sustainable when the country is facing close to zero
growth, relegation to junk status by rating agencies, and
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growing unemployment that will put it under further
pressure.

At a time when it is needed most, the country suffers
from a dearth of political leadership. The ruling party
has been hurtling from one scandal to another, ranging
from endemically corrupt procurement practices in
the government and parastatals to allegations of ‘state
capture’ and ineffective legislative and executive over-
sight. The level of discontent among ordinary South
Africans is higher than it has ever been in the post-
apartheid era and, as a result, tens of thousands of
people have been mobilised by opposition parties and
civil society actors to march on Parliament, the Union
Building and other seats of power. All of this points to a
faltering state that is increasingly resorting to desperate
pronouncements, which include the opportunistic
invocation of legitimate concerns around the slow pace
of economic transformation, land expropriation and
the inequitable distribution of wealth, for short-term
political gain. While these are important markers of our
inability to achieve the dividends of freedom, it has to
be said that they could create more harm than good
if the intention is to mask failures of government. If
this happens, it will deliver the revolution we escaped,
but it will not address the enormous challenges facing
our society.

Where do we begin to build the trust that will make
our society hopeful again? Wherever we find ourselves
in society, we all have a role to play. The private sector,
with its wealth of material and intellectual resources, is
one of the critical role-players in this regard. This issue
of the Transformation Audit grapples with the contribu-
tion that the private sector can make in restoring public
confidence in the future of this country. One of the ideas
advanced in this publication is the need for business to
rethink the nature of its relationship with and contribu-
tion to broader society. Rather than the employment of
tick-box corporate social responsibility programmes, it
argues for reflection not only on the sustainability of the
physical investments made by commercial enterprises,
but also the impact of their business models on the
well-being of customers and workers. Instead of handing
the responsibility to intermediaries, which reflects an
‘I should’ attitude, corporates should adopt an ‘I choose’
mentality that will enhance sustainability and improve
relationships between them and the recipients. The
private sector is under significant pressure to create
more jobs and to become an active driver of inclusive



development. The sector’s objective to make a profit is
universally accepted, but we have to challenge the
captains of industry to align their long-term visions
with global developmental agendas, such as the United
Nations’ Sustainable Development Goals, and our own
National Development Plan.

The Institute for Justice and Reconciliation’s SA
Reconciliation Barometer Survey has shown over a
number of years that rampant inequality remains the
biggest impediment to reconciliation. While we need a
capable state to fulfil its role, we also need a business
community that is sensitive and responsive to this
reality. Such a partnership must be strengthened and
include other role-players, such as labour and civil
society. While reimagining how the economic cake
should be divided is laudable, we must become more
radical in our thinking. We have to become much more
intentional about sharing ownership of the bakery.
Instead of seeing government targets as a threat, the
private sector would do well to use these as an incentive
to make society more equal. South Africa finds itself
on the proverbial ‘burning platform’. Remaining where
we are will certainly guarantee our collective demise.
Our salvation lies in taking the risk of plunging into

the cold and uncertain water below, which is the only
alternative at this point. We need to risk becoming
pioneers of a new paradigm that will see stronger
cooperation, a more inclusive economic reality and a
society that is able to put the interests of the nation
before political expediency and economic self-interest.

We need to reimagine the social compact between
government, business, labour and civil society by con-
sciously building trust between them and restoring the
confidence of ordinary South Africans who want to live
dignified and fulfilling lives.

I would like to congratulate the editors, Mzukisi Qobo
and Jan Hofmeyr, for the creation of yet another thought-
provoking edition of the Transformation Audit. Special
thanks should also go to editorial assistant, Tiaan Meiring,
for his contribution to the success of the publication.

It is our hope that the publication will be widely read,
and elicit further debate on the creation of a more equi-
table and inclusive society.

Stanley Henkeman
Executive Director
Institute for Justice and Reconciliation
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EXECUTIVE
SUMMARY

This report is divided into two parts that examine the
question of the private sector’s potential contribution to
inclusive economic development models from a global,
continental and domestic perspective. Part One (Chapters
One and Two) focuses on global and continental trends
regarding the role of business in creating inclusive eco-
nomic environments, and the lessons that can be learned
from these experiences. Part Two (Chapters Three, Four,
Five and Six) focuses on the South African case, high-
lighting the challenges faced and opportunities available
in creating a sustainable social pact between business
and the government, homing in on the role of the private
sector in making the agricultural and mining sectors
more inclusive, and looking at a case study of a public—
private partnership in the form of the Renewable Energy
Independent Power Producer Programme (REIPPP).

In Chapter One, ‘The global role of business in leading
social change: Working with governments, social entre-
preneurs and civil society’, Mzukisi Qobo contends that
challenges such as energy deficiency, poor healthcare
systems, weaknesses in education, water challenges and
social inequalities can no longer be solved by govern-
ments alone. In a globalised world where power and
resources are becoming more diffused and laterally
organised towards non-state role-players, solutions lie in
collaboration and coordination between all stakeholders
controlling significant resources. Although corporate
social responsibility (CSR) measures and government
regulations have been helpful in establishing certain
levels of social and environmental responsibility amongst
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the private sector, building a critical mass for solving
society’s complex challenges requires an approach that
goes beyond merely conforming to legislative prescripts
and CSR checklists. By means of global and local
examples, the author delineates public-private partner-
ships in the emerging collaborative economy. The
widespread entrenchment of norms of good behaviour in
the institutional business mindset, social investment,
impact investing and innovation-focused philanthropy
are highlighted as potential options for the way forward.
Special attention is afforded to the new wave of
philanthro-capitalism, spearheaded by longstanding and
newly thriving business elites, who have accumulated
massive wealth and are now collectively coordinating
efforts, on a global level, to tackle systemic challenges,
especially those associated with energy deficits in poor
countries.

In Chapter Two, Lyal White and Adrian Kitimbo analyse
‘The role of the private sector in Africa’s development’.
Despite the momentum that built up around the ‘Africa-
rising’ narrative, the authors describe how the slowdown
in continental growth in 2016 exposed Africa’s short-
comings in respect of the achievement of lasting and
sustainable development outcomes. Weak policies and
institutions during the preceding growth period of the
last decade deepened inequality and failed to improve
crucial areas of governance. The authors concentrate on
how the development debate, hinged on the ongoing
tension between ‘more’ or ‘less’ aid, seems to have toned
down in the light of a push from the private sector
toward a more active role in driving development as
a stakeholder in Africa. The economic philosophy of
‘Africapitalism’ — an approach where the private sector
drives market-led socio-economic development and
serves as a key enabler of real development outcomes
for Africans by Africans - is explored, and the role of
impact investing in generating social and environmental
impact alongside a financial return is highlighted.
Examples of private sector investments in areas such as
education, microfinance, agriculture and infrastructure
are used to demonstrate what is possible when all
stakeholders pool their resources for a common goal
and a mutually agreed (and measured) outcome.

In Chapter Three, ‘The role of the private sector in
socio-economic change’, Christopher Wood and Mzukisi
Qobo focus on the potential for a sustainable social
compact in South Africa. While the country has made
significant political headway in entrenching a demo-



cratic state, intractable socio-economic inequalities today
threaten South Africa’s political stability. The authors
investigate the notion of a social and institutional frame-
work around which the main social actors can coalesce
to push back against the country’s mounting socio-
economic challenges. They situate major challenges to
societal stability and cohesion, like high levels of youth
unemployment and social inequality, against the back-
drop of South Africa’s political transition in the 1990s. The
authors argue that the country has not yet been able to
craft a lasting economic transformation agenda on the
basis of the political framework established during the
Convention for a Democratic South Africa negotiations.
They interrogate the weaknesses of the existing social
compact, especially the shortcomings of one of its key
institutional bodies, the National Economic Develop-
ment and Labour Council. The authors maintain that a
social compact, which is able to effectively tackle South
Africa’s massive socio-economic challenges, should be
underpinned by political will, mutual respect between
the government and business, well-defined and shared
objectives, quality institutions, leadership that inspires
confidence, a coherent economic policy and develop-
ment strategy, and a corporate sector that transcends
narrow self-interest.

The next two chapters are sector-specific, and investi-
gate the role of the private sector in fostering inclusive
development in the agricultural and mining sectors
respectively. In Chapter Four, Wandile Sihlobo and Lyndré
Nel ask: ‘Is South Africa’s agricultural sector addressing
inclusive socio-economic development?’ The authors
delve into the complexities facing inclusive development
in the agricultural sector, post-1994. They distinguish
between the different approaches required for trans-
formation in a dualistic agricultural sector, consisting
of commercial agriculture and smallholder subsistence
farming. The authors note the elevation of previously
disadvantaged South Africans into management and/or
landownership positions as a central challenge, and
highlight the slow pace of land redistribution, due to the
large capital and training investments required to make
land transfers and empowerment initiatives sustainable.
The chapter investigates the impact of the deregulation
of the sector in 1997/98, the sector’s significant contribu-
tion to overall employment, and the failures in land
reform over the past two decades. The authors identify
climate and policy uncertainty as important develop-
mental challenges facing the sector. They make use of

existing case studies to pave a way forward for inclusive
development, highlighting the role of skills develop-
ment and mentorship of upcoming farmers by their
commercial counterparts.

In Chapter Five, ‘A new mining industry: Opportunities
and constraints’, Lumkile Mondi describes a sector that
houses vast transformative potential, but which is also
the source of much historical and contemporary injustice.
Mondi discusses the current state of the sector against
an historical background of colonial and apartheid
exploitation, and the challenges that the stubborn
perpetuation of this legacy still poses. Based on a review
and analysis of the legislative and institutional charac-
teristics of the industry, the causes and consequences of
the 2012 Marikana Massacre are discussed. The sector’s
challenges are also situated within global trends in
mining and sector investment, and the slowdown in
global commodity demand. The author cites leadership
failures within the government and business, and
mistrust among stakeholders, as the major obstacles to
forging an inclusive mining development agenda.

A common theme throughout all of the chapters is a
call for greater public—private cooperation as part of an
inclusive economic development agenda. Chapter Six,
‘Case study: Lessons from a public—private partnership
in the renewable energy sector’, by Christopher Wood
examines what he describes as ‘an almost ideal form of
the type of public-private collaboration’ - the Renewable
Energy Independent Power Producer Programme. In
theory, public—private partnerships like this offer a way
to offset the burden on the government by de-risking
private investments and thereby channelling private
resources to productive endeavours (like encouraging
renewable energy production). By highlighting the
successes and failures of the REIPPP, the author provides
valuable insights for potential public-private sector
collaboration in future.
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INTRODUCTION

Much of the global momentum behind the rise of
populist right-wing movements today is being gener-
ated by widespread public disenchantment with the
substantial sway that large business entities hold over
government decisions at the expense of broad democratic
consultation. Democracy, some now cynically say, has
become a terrain of contestation where decisions of
national importance no longer favour the popular
majority, but the highest bidder with the deepest pocket.
Around the world, this disillusionment has resulted
in a popular backlash against ‘the establishment’,
which its opponents broadly define as the largely urban
political and economic beneficiaries of neoliberal eco-
nomics, who have exploited their privileged positions
at the expense of inclusive development in their
respective societies. In terms of this view, public interest
has become subservient to the profit motive of global
investors and, as a result, even those business entities
that have their origins within a particular geographical
territory cannot be trusted with the best interests of
those who reside in it. Instead, they are viewed as
beholden to fluid and fickle shareholder interests that
show little consideration for the greater social good.
This disenchantment peaked amidst the global financial
crisis, when the ‘too big to fail’ argument was employed
by governments to justify the use of public money to bail
out private financial institutions that, through their
callous trading, obliterated the livelihoods of many.
These events laid bare the noxious relationship that has
developed between governments and big business over
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a period of decades and, consequently, both govern-
ments and corporate entities continue to suffer from
the trust deficits left in their wake. Today ruling parties
try to distance themselves from the ‘establishment-
friendly’ label, while the public-relations machines of
big business concerns have gone into overdrive to polish
their image of good corporate citizenship.

This may, however, have been a case of ‘too little, too
late’. Amid depressed global growth since the crisis,
there has been a surge in support for protectionist, anti-
establishment parties in both developed and developing
countries, promising to curtail the influence of powerful
business lobbies and restore the citizen to the centre
of national decision-making processes. This backlash
against cosmopolitan elites, perceived to be more
concerned with the health of their diversified global
portfolios than the well-being of the national collective,
coincided with a mounting wave of nationalism amongst
the working and middle classes, whose fortunes are
inextricably linked to domestic economies.

Although foreshadowed by developments in countries
like Hungary and Poland, the British vote to leave the
European Union in June 2016 (or Brexit, as it has become
known) signalled the most decisive rightwards shift
towards more inward-looking public sentiment in the
global North at the time. Shortly thereafter, the success
of Donald Trump’s ‘Make America Great Again’ presiden-
tial campaign, with its nationalist overtones, further
confirmed this major mood shift in the West. In 2017,
important national elections in France and Germany
will provide further indication of the extent to which
this movement has gained traction.

Yet, during these campaigns, and others that will still
follow in the course of 2017, more than just economic
variables have informed (and will continue to inform) the
case for greater protectionism. Thus far, some responses
to perceived exclusion have contained strong ethno-
nationalist undertones, suggesting that the polarisation
around questions of wealth distribution not only related
to social friction between the establishment and the
rest, but also — and even more so for ordinary citizens -
between those who view themselves as natives of their
respective countries and those who are viewed as
‘outsiders’.

A cursory look at the string of investment banker
appointments by the Trump administration suggests that,
to date, precious little has materialised from campaign
promises to keep Wall Street at arm’s length. Neither



has there been a marked shift in the power relations
that determine decision-making processes in the United
Kingdom. These are early days, but the more cynical
perspective may be that deep material concerns of
ordinary citizens once again have been exploited for
political gain by duping insecure voters through fiery
rhetoric and empty promises. Whether there is truth to
this or not, the reality of growing inequality and the
resultant cost of social polarisation remains. It is no
longer a sustainable model for developed countries,
and even less so for developing societies with far less
social support to offer the vulnerable sections of their
populations.

At the same time, empty populist rhetoric that
espouses radical economic solutions, without putting
substantive alternatives on the table, poses an equally
perilous threat to the cohesion of societies. As Italian
Marxist theorist Antonio Gramsci pointed out, much can
go wrong in the interregnum between the old that is
dying and the new thatis yet to be born. It is, for example,
becoming increasingly clear to new incumbents that
the globalisation egg will not easily be unscrambled and,
by implication, that powerful business interests, which
command substantial resources, will not be forced into
submission without significant material consequences
for ordinary people around the world. Moreover, what
possible benefit can a country derive from an adversarial
relationship between the state and business, two of its
most powerful social forces? It is a clear recipe for self-
destruction.

For this reason, it has become critical to seek new
forms of collaboration between the private sector, the
state, labour and civil society that will approach the
notions of investment and return from a comprehen-
sive, long-term perspective. Sustainable business is only
possible in sustainable societies. As such, it becomes
pivotal for private business entities to consider their
social impact in the same careful manner as they
do when they apply their minds to the expansion of
physical infrastructure. From this perspective, fair and
inclusive business practices, which are sensitive to the
socio-political environment within which they operate,
offer the potential for social peace, political stability
and, by extension, sustainability from both a social
cohesion and business perspective.

In few countries is the need for such a realignment as
evident and as urgent as in South Africa. In a country
with such intractable developmental challenges and

deep inequalities, it is critical for the social partners
(state, business, labour and civil society) to work in
tandem to address these. This requires mutual trust
between partners, a shared appreciation of the scope
of the challenges, broad agreement on the type of
society that is aspired to, and a general buy-in to the
strategies that must be pursued to achieve such as
society. Importantly, also, there needs to be a broad
national consensus on the role that each stakeholder
must play in this endeavour. In sh