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WELCOME
This year, the GSB celebrates its 50th anniversary
and it is inevitable that we will spend a fair bit of
time looking backwards, acknowledging where
we have come from and celebrating the people
who have helped to shape the school. On the
facing page you can see some of them including
Professor Bob Boland, the founding director of
the school, and Professor Frank Horwitz, longstanding member of faculty and director from
2004 to 2009, who were on hand to help launch
the school’s 50th celebrations in March.

specifically to look into Africa’s future. Where is
the continent going in the next 10 to 50 years?
What does it need to succeed? From business
education and the types of skills needed in the
next decade or so to stay relevant, to energy,
economics, regional trade and investing, our
various distinguished contributors tackle their
subject matter with this question in mind.

But, in this issue we didn’t want to just look
back – we also wanted to look forward;

JANE NOTTEN
Editor

GSB kicks off
th
50 celebrations
with a f lourish

This is quite a dense issue, so be prepared to
settle down with it somewhere and enjoy slowly!

CONTRIBUTORS
Walter Baets is the director of the GSB and holds the
Allan Gray Chair in Values-Based Leadership. Formerly
Professor of Complexity, Knowledge and Innovation
at Euromed Marseille École de Management, he
is passionate about building a business school for
“business that matters”.

Susan Mann is a writer and teacher. She is the author
of two novels, and works with the Jung Platform where
she has written courses and blogs. She is currently
engaged in making depth psychology accessible to
young women.

Francois Bonnici is the co-founder and director
of the Bertha Centre for Social Innovation and
Entrepreneurship at the GSB. He originally trained
as a medical doctor, has an MBA from Oxford’s Said
Business School, and a Master’s in Global Leadership
conferred by the World Economic Forum.

Raine Naudé is a research assistant to Professor
Anton Eberhard, as well as junior research fellow in the
Management Programme in Infrastructure Regulation
and Reform Department, with a focus on renewable
energy research across sub-Saharan Africa.

Anton Eberhard is a Professor at the GSB where he
directs the Management Programme in Infrastructure
Reform and Regulation. His research and teaching
focuses on the restructuring and regulation of the
electricity sector, investment challenges and linkages
to sustainable development.

Bekezela Phakathi is a Cape Town-based journalist and
freelance researcher. A Rhodes University Journalism
and Media Studies graduate, he has a particular interest
in economics and politics and writes on these topics for
the Business Day.

Saskia Hickey is the Market Intelligence and Strategy
Manager at the GSB and an MBA graduate of the
school. Formerly a radio broadcaster and presenter
with Heart FM and motivational speaker, she has an
enduring interest in women’s empowerment and
business development.

Linda Ronnie is a senior lecturer in People
Management and Organisational Behaviour at the
GSB. Her research interests include the attraction,
retention and motivation of talented, capable
employees seen through a generational lens and
the role of the psychological contract in shaping
individuals’ working lives.  

Advocate Rod Solomons talking to
UCT vice-chancellor, Max Price.

Linda Fasham and Cassim Motala at the
Johannesburg 50th Celebrations.

UCT GSB director, Professor Walter Baets
addresses guests in Cape Town.

Simryn De Jager, Peter Wingrove, Saskia Hickey
and Edu De Jager.
Senior lecturer, Linda Ronnie, talking to Dianne Horwitz and former GSB faculty member, Steve Burgess.

Morea Josias is a career services manager at the GSB.
She manages and executes career advisory activities
in order to build relationships between students and
employers.

John Luiz is a Professor at the GSB and director of the
International Relations Office at the school. In 2013,
he was elected president of the Economic Society of
South Africa and was appointed to the national South
African Statistics Council.
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Kosheek Sewchurran is an associate professor in
Innovation Management and Information Systems at
the GSB and director of the Executive MBA programme.
He is interested in research that acknowledges the
realities of a post-modern or complexity paradigm.

Grant Sieff is the CEO of IC Growth Group, and
Infochoice Growth (Pty) Ltd. He is also a visiting
professor and a part-time senior lecturer in strategy
and international business. He specialises in strategy
development and delivery, change management and
in leadership performance and growth in executive
programme delivery.

As one of South Africa’s oldest business schools, the UCT Graduate School of Business (GSB) has
a lot to celebrate. A pioneer from the get-go, 50 years down the line it can justly claim to be
Africa’s leading business school, with more rankings and accreditations than any other school on
the continent.
Initially modelled on the conventional North American-style business school, the GSB has over the past
50 years charted its own, distinctly African path. And it continues to push the boundaries of business and
management education on the continent.
To launch its 50th celebrations, the school hosted stylish cocktail parties in Cape Town and Johannesburg
– as well as a class reunion for the Class of 1966, the first full-time MBA class, in February and March 2016.
Two past directors of the school: Bob Boland and Frank Horwitz were able to attend some of these events
and guests were treated to a flamenco dance spectacular curated by Professor Walter Baets, current
director of GSB, who uses the dancers as a metaphor for how to take a more values-based approach to
business today.

GSB founding director, Dr Bob Boland.
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5 DECADES of
excellence and
achievement
n the pages that follow, we highlight the
many milestones along the school’s long
and interesting journey and celebrate
the people who have helped make this
institution the success that it is today.

Directors of the GSB
Bob Boland 1966 – 1972
Meyer Feldberg 1972 – 1979
John Simpson 1979 – 1986
Paul Suclas 1987 – 1989
Frank Horwitz 1989 – 1990 (acting)
David Hall 1990 – 1992
Kate Jowell 1993 – 1999
Nick Segal 2000 – 2003
Frank Horwitz 2004 – 2009
Walter Baets 2009 – present

04

GSB BUSINESS REVIEW

In the early 1960s, renowned economist and
UCT Dean of the Faculty of Commerce, Professor
William Hutt had a vision. He wanted to create
a South African business school; one that would
be as good as the thriving institutions in the
US, UK and Europe, and able to offer a full-time
MBA, but more accessible to the South African
business community. In 1964, the GSB opened
its doors in Orange Street with the first class of
part-time MBAs. The school took up residence at
the Rondebosch campus in 1966 and the first fulltime MBA class was launched.

“ came to Cape Town
in August 1965 with the
dream of developing
a multi-racial Harvard
Business School in Africa.”
- Dr Bob Boland, founding director of the GSB.

TOP: Meyer Feldberg puts an early class
of MBAs through their paces.
ABOVE: Kate Jowell meets Lord Fraser
of Lonsdale (left), the well-known British
peer, at a lunch in his honour. Meyer
Feldberg in the middle.
LEFT: Early MBA students (left to right)
A B Hall, J B Robb, J F Payne and K G
Marshall-Smith at the school’s original
Rondebosch campus.

#5 WINTER 2016

05

Decade 02

Decade 04

A 1977 survey showed that within 10 years of
graduating from the GSB MBA, over 25% of
students had become chairpersons, managing
directors and general managers. By 1979, this
figure had climbed to 36%. Part of this success
may be ascribed to the acumen of then-director,
Meyer Feldberg, who strengthened ties with
the business community and redesigned
and refreshed academic programmes. In the
1980s, director John Simpson saw a leadership
position for the GSB, not only in South Africa,
but in southern Africa and understood how it
could participate in the advancement of all
people of the region.

As
the
millennium
approached,
with
environmental and sustainability concerns
growing, it was clear that a new approach to
business education was needed – especially in
emerging markets, where economic disparities
were greatest. The GSB was determined to drive
this process. In 1999, the Executive MBA was
launched – an applied learning experience for
executives and leaders that broke the mould
of a traditional MBA. The GSB also signed
an exchange agreement with the prestigious
Columbia Business School in 2000, becoming
the first business school in South Africa to do so.
The GSB was a pioneer in this respect, leading
the charge for numerous exchange agreements
across the globe, as well as the establishment of
an international office at the GSB.

TOP: The Centre for African Management
was established in the1980s as an
independent wing of the GSB aimed
at developing managers from diverse
backgrounds. Pictured here (l to r) are the
staff; Fatima Allie, Linda Human, Angus
Bowmaker-Falconer and Bulelwa Dywili.

“As is so often the case,
we in South Africa have
the opportunity to pioneer
new approaches that
bridge the developed and
developing worlds.”

LEFT: Members of the Programme for
Management Development (PMD) class
of 1984 get down to their group work.
The GSB pioneered the concept of group
learning in South Africa.

- Nick Segal, the GSB’s seventh director.

Decade 03

TOP: Director of the GSB, Nick Segal,
chats with then-speaker of the National
Assembly, Frene Ginwala, at the GSB
Annual Dinner in 2001. Former UCT ViceChancellor, Professor Njabulo Ndebele
looks on.
LEFT: Mother and daughter Thami and
Nina Tshandu are both graduates of the
GSB AIM programme (2000 and 2001
respectively).

Decade 05

The late 1980s and early 1990s were a time of
unprecedented turmoil in South Africa and a
time of exciting change for the GSB, too. As the
country embarked on its journey towards equality,
the GSB launched the Associate in Management
(AIM) programme – allowing working black
South Africans who might not have had access to
education under the apartheid regime to achieve
a postgraduate qualification in business. During
this period, the GSB moved to its current home
– the Breakwater Campus at the V&A Waterfront.
This iconic building was formerly a political prison
and also a hostel in the apartheid era and its
transformation into a centre of knowledge and
learning is symbolic of the transformation of the
country as a whole.

“Companies now have to
face issues far broader than
fair wages and grievance
procedures.”
- Kate Jowell, sixth director of the GSB.
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ABOVE: Top AIM students from the Class
of 1993, Zhang Dongmei and Bhekisisa
Nkosi, chat with associate professors Dunn
and Bradfield.
LEFT: The new GSB campus is opened by Sir
Harry Oppenheimer (far right) with Professor
David Hall and Dr Stuart Saunders.

In the past 10 years, the GSB has continued to
ascend the ladder of professional excellence –
while beefing up its commitment to local relevance.
In 2013, the school achieved coveted triplecrown accreditation, meaning that the world’s
most significant accreditation bodies: AMBA
(Association of MBAs); EQUIS (from the European
Foundation of Management Development);
and AACSB (Association to Advance Collegiate
Schools) endorse it. Under the guidance of
director Walter Baets, the school has increased its
focus on substance and relevance; moving steadily
towards a stronger emphasis on adding value and
achieving sustainability through social innovation
in business.

“There is a desperate need
for a new way of thinking, a
new way of doing and a new
way of being in business.”
- Walter Baets, current GSB director.

TOP LEFT: MPhil student and Bertha
Scholar Francois Petousis in conversation
with entrepreneur, Tobela Kilimba about
social innovation startup, Lumkani.
TOP RIGHT: Archbishop Desmond
Tutu speaking at the GSB Distinguished
Speaker’s Programme in 2014.
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areas, these included risk management, internal
governance, the behaviour of complex systems,
business-government relations, and socially
responsible leadership. Importantly, the authors
noted a distinct lack of introspection and a heavy
concentration of greed. Students, they write, are
typically overconfident of their own abilities. “If
astute financial management is to occur outside
the classroom, better self-knowledge is critical.”

“One of the chief critiques
levelled at MBAs today
is that the pendulum
has swung too far in the
opposite direction and they
concentrate overmuch on
leadership and personal
development, and too
little on the nitty-gritty of
administration. But, in the
aftermath of the global
financial crisis – and in
the context of an emerging
market in particular – this is
a very necessary addition
to the educational menu.”

TOWARDS A NEW MBA:

Has the current
model failed us?
A meeting at the MTN Solution Space, an innovation and entrepreneurship hub on the GSB campus that embodies a new approach to business learning.

As South Africa’s economic
challenges intensify, criticism has
been levelled at the apparent failure
of business schools to produce
better business leaders. What should
they be doing differently?
By WALTER BAETS
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A new survey from the Graduate Management
Admissions Council (GMAC) has found that
MBAs and other business degrees continue
to be in high demand in the marketplace. In
fact, 96% of employers polled in the January
2016 survey said that said that hiring business
school graduates creates value for their
companies. But at the same time, criticism
has been laid at the door of the MBA for not
meeting the needs of a changing market.
Closer to home there is a sense, too, that South
African business schools have not done enough to
provide the management and leadership needed
to make South Africa work. After 21 years of
democracy, South Africa’s economy is struggling
to grow beyond a percentage point or two, the
local currency is hovering at around R16 to the
US$, and over a quarter of the population is
unemployed. The country is failing to meet its
three main objectives of macroeconomic policy,
and its state-owned enterprises (SOEs) are in a
state of virtual collapse. Corruption is seemingly
a runaway train.

In this tough economic and political climate
we need to question whether business schools
should be doing something differently. In the
early 1900s, the MBA programme developed by
US universities supported rapid industrialisation
in that country. The idea behind the Master of
Business Administration (MBA) was to increase
efficiency and smooth the production cycle.
Now, as one alumnus of the GSB recently put to
me, “to be an ‘administrator’ has lost its allure.
No one wants to be an administrator.”
Prominent voices have entered the debate over
the years. McGill University professor Henry
Mintzberg famously said more than a decade
ago that MBA programmes were labouring
under irrelevant curricula, and Harvard Business
School scholars Srikant M. Datar, David A. Garvin
and Patrick G. Cullen published their book
Rethinking the M.B.A.: Business Education at
a Crossroads after the global financial crisis.
“Post-crisis, executives and deans identified
a number of gaps in MBA teaching, largely in
applied areas,” the authors wrote. Among other

This is ironic, because one of the chief
critiques levelled at MBAs today is that the
pendulum has swung too far in the opposite
direction and they concentrate over much on
leadership and personal development and
too little on the nitty-gritty of administration.
But, in the aftermath of the global financial
crisis – and in the context of an emerging
market in particular – this is a very necessary
addition to the educational menu. Much of the
contemporary thinking following the collapse
of Enron and the economic meltdown of
2008 has required a more abstract analysis
and – dare one say it – a philosophical turn
of mind to explore its origins. These crises
were not merely financial in origin; many
of the initial wrong turns were ethical, or
could have been averted by more accurate
self-assessment. Similarly, the economic
and political challenges facing South Africa
(and the broader continent) cannot be
solved by skills alone; these will need to be
applied empathetically, introspectively and
innovatively. It is precisely for this reason
that the GSB has turned its focus to valuesbased leadership and social innovation and
entrepreneurship to complement its more
traditional focus on business fundamentals.
Warren Bennis and James O’Toole, writing
for the Harvard Business Review, put it thus:
“In fact, business is a profession, akin to
medicine and the law, and business schools
are professional schools – or should be.
Like other professions, business calls upon
the work of many academic disciplines. For
medicine, those disciplines include biology,
chemistry and psychology; for business, they

include mathematics, economics, psychology,
philosophy and sociology.” Business schools
therefore – if they are to evolve – need to
call on what we at the GSB call ‘full colour
thinking’; a spectrum of analysis that covers
leadership and management responsibility
from all angles.
We all agree that a key purposes of an MBA
– or indeed any business qualification – is to
learn to run companies effectively, but this on
its own is no longer sufficient. The world has
become much more volatile, and (information)
technology has disrupted it seriously. Where the
classical management models were constructed
in an economy that was slowly but steadily
growing, but all in all rather stable and mature,
this is no longer the case. Managing the sweet
shop in those days was good enough. The
equation was simple: the better you managed
it, the better the results you would get. Today, in
most countries in the world, we live in complex
societies – highly dynamic and non-linear –
where we are confronted with high degrees of
uncertainty, be it cultural, economic or political.
Poverty and inequality is also a reality for many.
In such economies, it is not enough just to
administer companies. We need more.
What created the crisis of Enron, or the
financial crisis of 2009, or even the current
scandal of VW is not a lack of procedures, or
capacity to manage those. Rather, these crises
are the consequence of a too-strong focus on
procedure, which allows managers to hide
behind them. The one missing link in most,
if not all these crises, is accountability and
respect. The best procedures in the world,
with a lack of responsibility or accountability,
will lead to misuse, and indeed corruption –
an issue faced by both the public and private
sector to varying degrees.
Steve Denning writes for Forbes.com,
“Business schools suffer from the syndrome
of their own success. At the bottom of their
heart they don’t see the need to change
what they believe is a winning model.” He
adds that “[b]usiness schools should be
equipping graduates to be leaders of the
21st century organisation that operates in a
complex environment, where innovation and
responsiveness to customers and society are
key.” A “radical cross-disciplinary thinking”
is required, he believes. “Forward-looking
business schools,” he says, “should join
together in generating textbooks and courses
that reflect an updated view of management
… The ranking of business schools by the
Financial Times and others should include
a criterion that reflects practical relevance,
vitality and impact.”
We absolutely require the skills to administer,
and in South Africa we have to increase the
number of people in the country that have
those skills – that is a topic for another day. But
alongside that, we need the knowledge and
wisdom to administer with a purpose, being
accountable, contributing to a better world
for our children and grandchildren. As Pravin
Gordhan said in his recent budget speech;
effective leadership is essential to progress. In
this sense, a business school is much more than
just an MBA school. Do we want to leave our
world merely well administered, or do we want
to leave it in overall good health?
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Beyond traditional
business skills

Recruiters in southern Africa are beginning to look at
hiring people who are not only business savvy, but
more connected to communities, socially innovative
and able to plan for uncertain economic times.
By Morea Josias

Employers still love business school
graduates according to the Graduate
Management Admissions Council (GMAC)
annual corporate recruiters survey, but at
a recent networking event of the South
African Graduate Employers Association
(SAGEA) in Johannesburg, it emerged that
there is a growing trend that employers in
South Africa and Africa are seeking people
with an expanded set of business skills.
While still looking for solid business acumen
and traditional business skills, there is a move
towards people who are also more in tune
with social responsibilities, have values that
are more community-based than corporate,
and who are geared towards sustainability in
environmental as well as social terms.
Nicola Jowell, who runs the MPhil in Inclusive
Innovation at the UCT Graduate School of
Business (GSB), says that she has also noticed
this shift in her conversations with industry. The
MPhil, which is one of the GSB’s more recent
academic offerings and sets out deliberately to
foster just such a broader skill set in its students,
is attracting a lot of interest from prospective
students and industry, she reports.
“There are signs that the idea of business as
usual is waning, globally as well as locally, with
both employers and employees focusing on
business unusual,” says Jowell. By this, she
means a more multi-dimensional approach
towards running businesses and leading teams
and building operations that are about creating
value for the business as well as for customers
and for society at large.
She says this contemporary view needs to be
based within a new paradigm, a more systemic
view of the company that starts with a thorough
reflection on value creation, for customers,
citizens and stakeholders, while managing
sustainable performance.
It all boils down to a different way of doing
business, a more meaningful way that is based
on the realisation of value as a key driver for
management. Jowell says a socially innovative
or responsible business leader makes decisions
that are not motivated by profit alone, but by
the value creation that accrues both to the
business and its customers as well as to the
communities within which it operates.
Being more socially aware and communityspirited are characteristics of the generation that
have become known as the millennials. Young
people between the ages of 18 and 33 years old
generally fall in this category. Millennials have
been shown to want more flexible and creative
workplaces and they prefer more options in
terms of their careers and their job path.
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“The world is changing
towards a more socialand communitydriven environment,
where businesses are
expected to do more
than pay lip service to
social responsibility
and innovation.”
According to Forbes, a survey of 1 000 millennials
revealed that more than 90% stated that
connection and community were their biggest
priority. They said relationships and turning
ordinary ways of doing things into extraordinary
processes were important to them.
Millennials are often criticised for being
entitled and demanding, but the survey
showed that 71% of companies interviewed
said losing millennial employees increased
workloads and stress levels of current
employees. In addition, 56% of companies
said it took up to seven weeks to hire a fully
functional millennial in a new role, proving
that it may be better for office morale and
productivity to look at ways to keep millennials
satisfied in their positions and prevent them
from leaving.
There is definitely a shift in the mindset and
attitude of big corporations and multinationals
towards recruitment, says Samantha Crous,
regional director: Africa for the Top Employers
Institute (TEI). The institute certifies excellence
in the conditions employers around the world
create for employees.
Crous says top employers in Africa, in common
with those around the world, are increasingly
emphasising corporate social responsibility,
employee wellness and involvements in
charities and community initiatives in social or
environmentally responsible areas. For most top
employers, this is an essential part of building
people as a strategic resource, she says.
Unilever is a case in point. The company
offers all kinds of development and mentoring
programmes to employees as well as flexible
working hours, sabbaticals and special
services, like onsite breastfeeding rooms for
new mothers. The company also encourages
social media interaction and uses the Internet
to facilitate better communications between
employees and remote offices.

The world is changing towards a more
social- and community-driven environment,
where businesses are expected to do more
than pay lip service to social responsibility
and innovation. In South Africa and Africa
generally, there is a growing belief in the
power of social innovation to address the
many developmental challenges societies
are facing. Initiatives that are profitable from
a business point of view while being geared
towards making positive contributions to
communities are the objective.
With recruiters interested in hiring more
socially responsible leaders, it seems that
corporations are not only taking heed of what
is happening around them on the ground,
but are also responding to the needs of the
millennials who want to be more connected to
people within and outside their organisations.
Considering the country’s uncertain economic
outlook as well as political turbulence, many
business leaders want key staff members, who
are not only aware of the political and social
issues but also able to address them, deal with
them and plan for the future with all of these
variables in mind.
Planning for uncertainty might sound like a
catch-22, but Jowell says not only can this be
taught to young business leaders – it should
be taught, especially to those working in
emerging market business conditions. This
includes the traditional focus on business
acumen and leadership, but adding elements
of design thinking, which provides viable
thinking strategies for particularly tricky
situations – like how to avoid conflict in
communities where development has to
take place or how to involve stakeholders in
corporate processes.
Emerging markets and developing countries
often face business challenges that are unique
to their context and cultures and business
leaders wanting to excel in these contexts
need to study how others have acted and
planned. This forms the core of the GSB’s MPhil
in Inclusive Innovation as well as many of its
other courses.
The school’s director, Professor Walter Baets
explains, “In a world where business lurches
from crisis to crisis and scandal to scandal,
where ordinary people see their savings wiped
out through the unscrupulous and largely riskinsulated decision of executives and managers
and where governments are compelled to
intervene to prevent further collapse and loss,
there is a desperate need for a new way of
thinking, a new way of doing and a new way of
being in business.”
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In previous decades, there was a belief that capitalism and
environmental sustainability were mutually exclusive, but green
business enterprises are booming globally, and recent research
from Yale University and the World Business Council for Sustainable
Development (WBCSD) shows that a new generation talent is insisting
on a more environmentally conscious approach to business.
The Yale study, which was presented to world leaders at COP21 last
December, surveyed more than 3 700 students at 29 top business schools
across the world that form part of the Global Network for Advanced
Management (GNAM) – including the UCT Graduate School of Business.
It revealed a consensus that business needs to adapt, not only because
the planet needs a greener approach to business, but also because future
leaders want to work for more environmentally friendly enterprises. So
much so that the issue could become the new frontier for talent attraction
and retention.
Eighty-four percent of students surveyed said they would choose to work
for a company with good environmental practices, while 44% would actually
accept a lower salary in order to work for such a company. Nearly a fifth
said they would not accept a job at a company with poor environmental
practices, no matter what the salary was. And, most importantly, nearly
80% of business school students surveyed said businesses should be
leading efforts to address global warming. Not just contributing: leading.

The new
frontier for
top talent
A new study has highlighted
that the next generation
of leaders in business are
impatient for change and that
businesses that act first will be
rewarded with the best talent.
BY WALTER BAETS

12

GSB BUSINESS REVIEW

Problematically, however, some 79% said that regardless of their strong
feelings on the matter, they felt they were “only moderately to not at
all” knowledgeable on how to make businesses more environmentally
sustainable. This speaks to a key gap in business education – and
imagination. If we are to attend to sustainability and produce a new
generation of business leaders who address these needs, environmental
sustainability should be a critical area of focus for business schools
and a large part of this is giving students the aspiration to dream big.
Innovation is going to play a key role in digging humanity out of its
current crisis, so it stands to reason that we need to be grooming
innovative leaders for the future.

The case
for African
case studies

Business also has a role to play by creating the conditions where bright
young graduates eager to change the world for the better can innovate
and help create the changes the world so badly needs.
There is no doubt that business is moving faster on this issue than ever
before. The latest McKinsey report on sustainability reveals that since
2010, there has been a definite rise in the perceived need for sustainable
environmental practices among respondents in industries such as energy,
transportation and extractive industries, most likely because their longterm survival would depend on it. Significantly, the share of respondents
saying their companies’ top reasons for addressing sustainability include
improving operational efficiency and lowering costs jumped 14 percentage
points since last year, to 33%. This concern for costs replaces corporate
reputation as the most frequently chosen reason at 32%.
The Yale study suggests that business should add the ability to recruit top
talent as among their top reasons for acting on sustainability. The ‘war’
for talent is hotting up globally, and if some of the best and the brightest
emerging business leaders are expressing a desire for more ethical and
sustainable employment opportunities, then employers who want to win
that war would surely benefit by providing a home for them.
A recent longitudinal study from Harvard and London Business School,
which compared 90 American companies that took sustainability seriously
with 90 that did not, showed that over 18 years, the 90 committed to
sustainability delivered annual financial returns 4.8% higher than those
that did not.
A focus on sustainability worked for these companies, in part because
they were able to attract better human capital, establish more reliable
supply chains and avoid conflicts and costly controversies with nearby
communities – an issue that is particularly pertinent in emerging
markets. This, in turn, allowed them to engage in more product and
process innovations.
The lesson is clear: if corporates are to be successful in the long term,
they need to create a business environment that is attractive to the top
recruits in their field. Stuart DeCew, programme director at the Yale Center
for Business and the Environment, in a recent Financial Times article puts
it well when he says that there is a new carbon tax on talent and business
needs to take heed.

Aunnie Patton, Innovative Finance Lead at the Bertha Centre for Social Innovation and
Entrepreneurship at the GSB, teaches one of the new cases on innovative finance created in
collaboration with the University of Oxford’s Saïd Business School.

Much has been written about Wendy Luhabe,
one of South Africa’s most powerful and
respected businesswomen. But these articles
don’t offer much to those who wish to
learn in greater depth how she succeeded
despite
numerous
disadvantages;
and
what distinguishes her leadership style and
entrepreneurial vision.
Fortunately, there is a case study on Luhabe at
the UCT Graduate School of Business (GSB). The
school is investing heavily in the development
of local case material, most recently with the
establishment of a new case study centre at
the school. Established with funding from the
Harvard Business School (HBS) Alumni Club,
which was matched by a contribution from the
GSB, the new centre will build on existing efforts
at the GSB to facilitate the writing and publishing
of peer-reviewed business case studies on doing
business in emerging markets and the various
challenges and opportunities that this presents.
The need to promote the development of local
case studies is often heard in academic circles.
At the recent African Academy of Management
Conference in Nairobi, Kenya, there was much
talk about how to go about developing local
materials as well as a ‘decolonisation’ of the
curriculum. For many, there is simply too much of
a focus on Western case studies and textbooks.
But writing case studies is not a straightforward
task. Case studies are not traditional research,

which most academics are used to. So it isn’t
simply a matter of tasking academics with
writing more case studies. Some academics
might need guidance on how to formulate
these documents and they may need instruction
on how to supervise students who are writing
case studies.
The ideal is to develop case studies that are not
only used locally, at business schools in South
Africa and Africa, but elsewhere in the world.
After all, if global business wants to operate
successfully in emerging markets, it too will need
to have access to quality African case studies.
This is certainly the objective of the Bertha Centre
for Social Innovation and Entrepreneurship, a
specialised unit at the GSB, which is collaborating
with several international business schools and
other organisations in the generation of local
material that will have a universal appeal.
Work, for example, with the University of
Oxford’s Saïd Business School is resulting in
the development of several new teaching case
studies on innovative finance in Africa that are
drawing interest from Duke University’s Fuqua
School of Business, New York University’s Stern
School of Business, Georgetown’s McDonough
School of Business, and Strathmore University
among others. To date, 12 cases have been
written focusing on 18 social impact enterprises
and 16 funds from 11 countries across the
continent and tackle issues such as access to

The UCT
Graduate School
of Business is
investing in the
development of
local case studies
that will result in
the largest body
of Africa-focused
business learning
material to date.
By Linda Ronnie and Francois Bonnici

housing, health, finance, education, water,
sanitation and hygiene. There are also case
studies on innovative financing vehicles such as
diaspora bonds, crowd funding, blended finance,
micro finance, peer lending, social insurance
products, quasi equity, and trade credit for SMEs.
Additionally, the Bertha Centre is collaborating
with Harvard Business School to generate cases
on social entrepreneurship to teach on the
centre’s new Social Entrepreneurship course,
and work with Rotterdam School of Management
has yielded a seminal study on innovative local
startup RLabs. A collaboration with Skoll Centre
for Social Entrepreneurship at Saïd Business
School and the World Health Organisation
has seen the development of 25 studies on
innovative healthcare delivery solutions.
All in all, the centre has generated close on 50
studies in the past few years.
Aunnie Patton, Innovative Finance Lead at
the Bertha Centre believes the contribution
of these case studies to entrepreneurial
education cannot be underestimated. “We
view the publication of these case studies
as a pioneering endeavour that will advance
students’ understanding of the particular
context and challenges for ventures with social
purpose in African countries and look forward
to their wide dissemination,” she said.
Through its efforts, the GSB is seeking to
develop the largest body of Africa-focused
teaching material on the continent. This is an
exceptional investment and a potential gamechanger when it comes to business education
in Africa. Investing in local material means
that African business education is where it
should be when it comes to business in Africa;
leading, not following.
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When it comes to the thorny issue of
how to boost economic development
in the townships, banks and
government need to move beyond
current models to a whole new way
of thinking about the challenge.
by Susan Mann

There is an overused proverb that says ‘Give
a man a fish and you will feed him for a day;
teach a man to fish and you will feed him for
a lifetime’.

come up with initiatives to support generating
income within township communities, they are
bound by their own regulations to protect their
own interests first and foremost.

It’s a noble idea of course. But does it always
work? What if the marine regulations where
the man lives prohibits fishing in his area? Or
stipulates that you may only catch one type
of fish, using a rather expensive type of rod?
Sometimes the best intentions are not enough.

Government interventions come with other
frustrations. Organisations such as the Small
Enterprise Development Agency (SEDA) and the
National Youth Development Agency (NYDA)
have been working on developing a township
economy for some time. And although grants for
small businesses are available, the application
process is tedious. An application must jump
through many hoops before it is approved.
To sustain enthusiasm for the project requires
enormous persistence from the entrepreneur,
who risks rejection at any turn. Meantime, the
opportunities may have moved on by the time
they get the funding.

When it comes to the issue of how to finance
economic development in low-income settings,
there are no shortages of examples of good
intentions gone awry. In fact, says UCT Graduate
School of Business (GSB) professor, Nicholas
Biekpe, too often the intention of empowering
the poor ends up further boosting the wealthy.
Speaking at a recent forum hosted by GSB’s
MCom in Development Finance programme
and the Chartered Institute of Development
Finance (Cidef) on the issue of financing
economic development in South Africa’s
townships, Biekpe said that since biblical times,
the ideal held up is that money flows from the
rich to the poor. However, this principle is all
too often inverted with contemporary corporate
solutions. For example, while building a large
supermarket in the middle of a township, may at
face value appear to be a poor-friendly initiative,
in fact it means that more money then flows
from poor to rich. The poor may have a handy
place to shop, a few may even have jobs, but
this is hardly a motivational long-term solution
for pioneering growth in township economies.
Instead of incubating growth and innovation
within the community, most townships tend to be
consumer-based, with inhabitants leaving each
day to make money elsewhere and what money
they spend in the townships is often cycled back
to corporate headquarters elsewhere.

A shipping container turned into a small
business enterprise at the Philippi Village
entrepreneurial development. Image by
Francois Swanepoel.
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Throwing away
the box

Banks, government, NGOs and the private sector
are scrambling to find solutions that achieve the
opposite: boosting innovation within townships
to create more local jobs, opportunities and
wealth. But progress is slow.
In the banking arena the balance between
making profits and meeting development
criteria remains precarious. Financial institutions
do encourage communities to save, but only
through the banks’ existing formal structures,
which are often impractical for the real needs
of poorer communities, that require greater
flexibility and support. Although some banks do

“Left to their own devices
in a very real sense, the
poor have evolved their
own systems of saving
and financing in the
form of stokvels that
could hold the key to
building a more robust
township economy.”

sector simply do not meet poorer peoples’
needs – and they are widespread in township
economies. The National Stokvel Association
of South Africa estimates that about R45 billion
is held in about 800 000 stokvels around the
country. These tend to be built on trust and
community values and are as much a social
strategy as a financial instrument. Governed by
contributors, with both profit and risk shared,
the group decides on a goal and the rules for
savings. Their success lies in their freedom and
flexibility and in their ability to offer people
direct control over their savings.
Given the banks’ reluctance to provide
conventional finance to poorer communities
and the long and tedious process requirements
when it comes to development loans, the
stokvel system is well placed to help solve part
of the problem. If carefully managed, stokvels
could be scaled up and linked to provide one
cohesive covered financial institution, which
would enhance the accessibility of funds
and provide a viable and speedy financing
alternative for small business loans. Naturally, it
would require strong regulation, administration
and protocols, but with the savings structure
already working in communities, there is a real
opportunity to create a vibrant resource that
brings more people into the fold.
Professor Biekpe says that with these kinds
of solutions in mind, financing economic
development in the townships does not mean
thinking out of the box, it means throwing the
box away, because for the most part, the box
does not offer a viable fit for this economic
sector. “Current banking regulations do not
support or relate to the reality of township living,
where there are no bank branches or ATMs and
where the inhabitants have neither the assets nor
the debt required by banks for loans of any sort,”
he explains.
Similarly, when it comes to government
interventions, although some inroads are being
made in this arena, it’s clearly not enough.
Policymakers need to get their hands dirtier
and develop a grassroots understanding of the
challenges faced by this sector from the ground
up. Encouraging vibrant township economies,
whether on a micro or macro scale, does not
involve a top-down imposition of corporate
formulae and rigid regulation. Nor is it about
teaching and mentoring entrepreneurs in
how to qualify for and comply and align with
middle class systems; white-collar decisionmakers proposing solutions for issues they do
not fully understand.

Although government policy recognises a need to
correct the situation, growth from developmental
loans tends to be slower than from other
more lucrative assets, which diverts the fiscal
focus towards more tangible investments that
perform faster. Systems are often clumsy, with
frequent duplication of mandates, making this
a potentially sluggish area of focus. To become
more efficient across the full spectrum of this
sector, government players must coordinate and
streamline policies. But how?

Instead, it is about listening; about finding and
enabling innovative and viable solutions for real
challenges; about upskilling township residents
and assisting with platforms that encourage
self-reliance and the spirit of community-based
entrepreneurship.

A potential solution may already be in place.

As Lefentse Radikeledi, director of development
finance institutions at National Treasury and one
of the speakers at the GSB forum noted, South
Africa needs to move away from the idea that
development and development funding mean
making a loss.

Left to their own devices in a very real sense,
the poor have evolved their own systems of
saving and financing in the form of stokvels that
could hold the key to building a more robust
township economy. These informal savings
clubs evolved because products in the formal

To create wealth in poorer communities, it is
possible to streamline and enhance innovations
that have evolved organically into powerful
vehicles for growth.

#5 WINTER 2016

15

Tired of emerging

Cape Town harbour in the mist.

Africapitalism, a new economic philosophy that seeks to
harness private sector entrepreneurship and investment to
create social wealth and address structural inequalities in the
economy, is making itself felt in Africa – and analysts believe
it has the potential to help the continent reinvent itself, turning
from perpetual basket case to self reliance and prosperity.
BY BEKEZELA PHAKATHI
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Helping Africa to emerge is a thriving
industry. In a 2015 paper in the Africa Journal
of Management, Kenneth Amaeshi and
Uwafiokun Idemudia point out that improving
Africa’s socio-economic status has remained
big business for multinational institutions,
foreign governments, aid agencies, international NGOs and international donors alike
for many decades.
“Regrettably, some of these actors have also
proven to be Africa’s Achilles’ heel. The latest to
arrive among this array of helpers are multinational
corporations, which often (are forced to) take on
public responsibilities in the form of corporate
social responsibility. Predictably, none of these
has become the panacea to the many challenges
confronting the continent rather, most of them
continue to flounder at the margins,” say
Amaeshi and Idemudia.

“Africa cannot keep
relying on its natural
resources, as this leaves
the continent vulnerable
to the whims of pricing
cycles. The continent
needs to transition
from its reliance on
commodities, diversify
and specialise.”

Responding to this challenge, there have
been greater calls in recent years for better
collaboration and partnership among the state,
business and civil society on the continent, if
developmental challenges in the region are
to be addressed. The “Africa should come up
with home-grown solutions to realise its full
potential” mantra has come to dominate the
discourse on African development.
Thus, a new notion called Africapitalism,
which seeks to harness private sector
entrepreneurship and investment to create
social wealth and deal with the structural
problems at the local level, is being hailed as
a viable way to improve the fortunes of the
continent and drive growth that is inclusive.
Proponents of the concept suggest that
private sector development, rather than charity
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or aid is the fastest, most effective and most
sustainable path toward self-reliance and
prosperity for Africa.

Africapitalism by its nature aims to change such
status quos and beneficiation is to a large degree
at the heart of the concept.

The term Africapitalism was coined by Tony
Elumelu, a Nigerian billionaire and banker who
founded the United Bank for Africa.

Its commonly know as the ‘resource curse’.
Governments have become preoccupied with
extracting raw materials from the land instead
of developing a productive population. This,
analysts believe, keeps Africa out of the global
manufacturing chains that invariably thrust
developing countries into the ranks of the rich.

He has described the concept as “the philosophy
that the African private sector has the power
to transform the continent through long-term
investments, creating both economic prosperity
and social wealth”.
“Africapitalism believes in the inherent ingenuity,
commitment to hard work and desire for
self-sufficiency of Africans. It is an economic
philosophy that also believes that the African
private sector, in cooperation with governments,
development institutions, civil society and others,
will be the most important source of rising and
expanding prosperity in Africa,” wrote Elumelu in
an article published last year by Time Magazine.

“We export cheap and import dear. Our
resources are sold at prices we cannot influence
and then the value-adding process happens
elsewhere and we end up importing these
processed goods,” says UCT Graduate School
of Business (GSB) professor, John Luiz, who
specialises in international business strategy and
the economics of emerging markets.

The Tony Elumelu Foundation has argued
that conventional development and business
approaches to leveraging Africa’s resources have
focused on wealth extraction and often leave
local economies in a state of chronic dependency,
with little wealth and few resources with which to
address challenges at the local level.

He says Africa cannot keep relying on its natural
resources as this leaves the continent vulnerable
to the whims of pricing cycles, and is of the
opinion that the continent needs to transition
from its reliance on commodities, diversify
and specialise. Further, Luiz says, Africa should
innovate and most importantly invest more in
its people in order to reach its full potential.
Investing in human capital is something that
proponents of Africapitalism frequently espouse.

For instance, after 50 years of pumping out
billions of dollars of crude oil and natural gas,
there is still no indigenous Nigerian oil major.
And while Nigeria exports crude, it imports
refined petroleum for domestic consumption.
All of the value creation in the production
chain takes place outside the country, and
imported refined products are so expensive they
require government subsidies to be affordable.

Amaeshi and Idemudia state that Africapitalism
is capitalism by Africa-oriented entrepreneurs
for Africa. It allows for a space to re-appropriate
the discourse of capitalism in a manner that puts
Africa, its culture and its people front and centre
of any possibility of capitalist development in
the region. They believe that for Africapitalism
to succeed, it needs to permeate the
entrepreneurial mindset and boardrooms. Given

its normative base, they argue, it also needs
supporting governance mechanisms to attain
this. Africapitalism requires Africa-consciousness,
a form of re-imagined Afrocentricism, which
places the interests of Africa and Africans at the
epicentre of business decisions.
“Africapitalism offers an opportunity to be
inclusive, to take business and development to
places that have normally been left outside of
the formal,” says Nceku Nyathi, a senior lecturer
at the GSB Allan Gray Centre for Values-Based
Leadership.

“Africapitalism believes
in the inherent ingenuity,
commitment to hard
work and desire for selfsufficiency of Africans. t
is an economic philosophy
that also believes that the
African private sector,
in cooperation with
governments, development
institutions, civil society
and others, will be the
most important source
of rising and expanding
prosperity in Africa.”

He says Africapitalism is a rallying call for
Africans to be more proactive and drive the
growth of the continent. Nyathi agrees with
Luiz that part of the reason why Africa’s growth
has failed to kick in and has not been inclusive
is because the continent is still reliant on
the old colonial economic arrangements of
exporting its raw materials wholesale.
“One solution to that is a rethinking and
breaking the status quo ... we must add value
to products, we must trade more with each
other – this requires that the basics are in
place though – infrastructure, power, public
services and less corruption which, in turn, will
enable other things to grow.”
Pointing to the recent biennial African
Academy of Management conference in
Kenya, a major gathering on the continent
where Africapitalism took centre stage,
Nyathi says that the academe is now paying
more attention to the role of management
and organisations in the development
of the continent. The conference brings
together global policymakers, academics and
management to provide key insights on the
socio-economic challenges that hamper the
continent’s growth.
Nyathi says at the heart of the discussions at
the conference was the need for organisations
not to just think about profits, but about
building communities and reducing poverty
– something which a lot of the continent’s
organisations, but not all, are already doing.
Intra-African trade has also been seen as one
way of improving Africa’s fortunes. Nyathi
says one example that came up during the
conference was Kenya’s recent decision to

buy its sugar from Uganda, which saved the
country a lot of money and at the same time
benefited Uganda’s sugar industry. Kenya
used to purchase most of its sugar from Brazil.
The conference also touched on other initiatives
that could boost Africa’s growth, including,
education, innovation, skills and management
training, especially amongst the youth.
Attendees also discussed some of the hurdles
that Africa faces, for example political
instability in some parts of the continent, lack
of capital and poor infrastructure. Nyathi says
the academe needs to engage more with
governments and other stakeholders to tackle
some of these barriers to Africa’s growth.
“Africa must first think of its people and the
gains that will transform the lives of so many.
I’m sure a successful Africa benefits the
world with less trying to run away from (the
continent), the wars, the healthcare access
and issues due to instability and lack of
development. Africa should not forever be the
junior player/partner but could also begin to
lead and contribute to humanity,” Nyathi says.
Commenting on the recent migrant crisis in
Europe, which was sparked by the Syrian war,
Elumelu said the only lasting solution to reduce
the economic motivation of migrants is to
focus on creating opportunities for Africans at
home by empowering local entrepreneurs and
businesses to thrive and spread prosperity.
Poverty, political instability and civil war are
all powerful ‘push factors’ for migration. For
instance, a large number of migrants are from
the far northern region of Nigeria where the
terrorist group Boko Haram has been waging

a bloody insurgency. But migrants from African
countries like Eritrea – another large source –
cite economic issues, forced conscription and
a repressive government as their reasons for
leaving. Other migrants are fleeing from the
Gambia and Senegal, countries that do not
have active conflicts, which means Europe will
likely continue to grapple with a flood of illegal
migrants, even after the Syrian conflict subsides.
Elumelu said employed in the right way,
Africapitalism as a policy can address some of
these challenges.
Nyathi says South Africa, as the continent’s
most advanced economy, has an opportunity to
demonstrate the benefits of Africapitalism by
showing exemplary values-driven leadership that
leads to inclusion and beneficiation of formerly
disadvantaged communities gaining from
business participation through a shift in mindset.
“Business will benefit from developing new
customers and nurturing better trustful relations
with communities that it operates in. Existing
businesses need to play an active role and
newly created BEE enterprises can’t just follow
old models and must carry with them a better
attuned business mindset that is aware of the
need to create social wealth,” says Nyathi,
adding that the ultimate goal of Africapitalism
is meeting the challenges Africa faces and
improving the lives of the majority, bringing
effective leadership and running organisations
that deliver for the stakeholders and their
social missions.
“Africa is tired of emerging,” he says. “It’s time
for the continent to write itself a new story.”

A harbour in Lagos, Nigeria.
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BUDGET 2016:

laying the foundations
for the long term
nvesting in education, skills development and
infrastructure and attracting more financial
capital are seen as key to getting South Africa
back on track, but Brian Kantor, nvestec
economic advisor and former UCT professor,
also had some more radical proposals to offer at
the annual GSB Post-budget Breakfast.
BY BEKEZELA PHAKATHI

Last year, US President Barack Obama told an African Union (AU)
meeting in Addis Ababa that Africa’s progress will depend on unleashing
economic growth, not just for the few at the top, but for the many.

Investing in education, skills development and infrastructure are some of the
key ingredients that can help buck this trend and keep Africa’s development
on a positive track in the coming years, Kantor said.

Obama, who has been very open about his passion for Africa, said
progress will depend on development that truly lifts countries from
poverty to prosperity.

“Yes, there is hope. The demographics are encouraging ... we are adopting
modern technology. We have a young workforce, but you have to put them
to work and retain skills.”

“Many of your nations have made important reforms to attract investment ...
it’s been a spark for growth. But in many places across Africa, it’s still too hard
to start a venture, still too hard to build a business. Governments that take
additional reforms to make doing business easier will have an eager partner
in the United States,” said Obama.

Turning to South Africa’s growth prospects, Kantor said: “Our future rests on
our ability to retain and attract globally competitive skills of all pigmentation.
Yes, it is true at the moment that the majority of top management positions
are occupied by whites ... but I say it’s good for the poor ... I wish we could get
over this ... yes the skills were acquired in an unfair way, but they are useful
and can grow the economy which will also benefit the poor ... the alternative
is (for those skills) to go away.”

The right political or policy environment including respect for property
rights will be crucial to ensure better growth prospects for Africa, agrees
Brian Kantor, Investec economic advisor and former University of Cape
Town (UCT) professor.
Kantor, who was speaking at a post-budget breakfast organised by the UCT
Graduate School of Business (GSB) in March, emphasised how important
it was for governments to take a lead in this respect, saying the right
environment would provide the foundations for businesses to grow and
create much-needed jobs and prosperity for the continent.
Africa has experienced something of an extraordinary economic
transformation over the last decade or so. In recent years Sub-Saharan
Africa has been home to six of the world’s 10 fastest-growing economies.
Growth has averaged 5% per annum since 2000, with some countries even
approaching 7%-plus.

False dawns
But critics have warned that Africa has seen false dawns before and constantly
fails to realise its full potential.
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Kantor believes that South Africa and the continent as a whole can only
attract financial capital by promising more growth.
“Growth leads capital ... but right now there is very little growth in South
Africa (about 1%).”
Delivering his budget speech in Parliament in February, Finance Minister
Pravin Gordhan said South Africa was “strong enough, resilient enough and
creative enough” to manage and overcome its economic challenges.
South Africa’s growth forecast was slashed to 0.9% – after 1.3% in 2015.
“This reflects both depressed global conditions and the impact of the drought
... It also reflects policy uncertainty, the effect of protracted labour disputes
on business confidence, electricity supply constraints and regulatory barriers
to investment,” the minister said.
He emphasised that South Africa had effective macroeconomic policy,
a strong private sector, banks that were well-capitalised, and “resourceful
people, committed to contributing to a better South Africa”, which put the

country’s economy in a better position to succeed. Gordhan said that for
the economy to grow at a rate that would create jobs and raise incomes,
investment growth needed to be scaled up. Without growth, the country
would be unable to increase spending on its priorities adequately.
“This means we must address institutional and regulatory barriers to
business investment and growth. It means we must give greater impetus
to sectors and industries where we have competitive advantages,”
stated Gordhan.
Commentators on Gordhan’s speech variously noted that the budget’s
proposals are a return to what fiscal leadership should look like, where
government plays the role of the facilitator and builds the platform from
which others can create growth. There was broad agreement that the
message Gordhan is sending is one of long-term stability and concern
for the economic well-being of South Africans, rather than short-term
extreme adjustments.

An end to corporate tax
Kantor, by contrast, offered what he called a “revolutionary”
proposal to resuscitate the flagging South African economy. He
said government should give up corporate tax altogether.
“No corporate tax. Sacrifice R200 billion a year of corporate
tax...no tax on income of companies ... only tax the owners
and workers of companies. How do you make it up the
R200 billion? We make it up through wealth or payroll tax.
This will make our corporate sector the most competitive in
the world from a tax point of view (and) every head office in
the world will want to come to South Africa. Other countries
would hate it. We become the tax haven of tax havens.”
Such a policy would attract capital to South Africa, create jobs and lead to
economic growth, said Kantor. On the other side of spectrum, he warned that
plans to introduce a minimum wage could hurt South Africa’s growth prospects.
“The minimum wage of, let’s say R4 000, will price unskilled people even more
out of the labour market. They will be fewer people in jobs ... To say wages do
not affect employment, is absolute rubbish. Cost of employment will affect
demand for employees.”

Focus on growth
In addition, Kantor said, South Africa should forget about redistribution and focus
on growth. He was of the view that growth would help the poor and policies of
redistribution in South Africa have not been about assisting the deprived, but
largely about serving the politically influential.
Kantor was also of the strong opinion that it was completely wrong for the Reserve
Bank to raise interest rates into a recession and into a drought. Such a move,
he said, was likely to stifle South Africa’s growth prospects at a time when it can
least afford it. He said growth could improve if the rand recovers, but that this was
doubtful because of rising interest rates.
The South African Reserve Bank has steadfastly pursued an inflation targeting
policy since the early 2000s with a target of between 3 and 6%.In March, it
raised interest rates by 25 basis points to 7% in a bid to protect the country’s
beleaguered currency.
Central bank governor Lesetja Kganyago said the 0.25-percentage-point rise left rates low
enough to support a weak economy, while mitigating accelerating pressure on the currency
and bonds.
According to Kantor, higher interest rates have generally slowed the economy without
necessarily supporting the rand – and could even encourage further rand weakness.
Slower growth would discourage foreign and domestic owners or managers of capital to
invest in South Africa. Growth attracts the capital flows that determine the value of the
rand and a stronger rand means lower inflation, Kantor said.
Despite these concerns, Kantor reiterated that it was not all doom and gloom for South
Africa and indeed the continent.
“My recipe is quite simple: Provide the right environment, freedoms, the protection of
property and you let people get on with it. You cannot direct from the top,” he concluded.
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What if ...?
South African universities are being challenged
to re-examine their business models and explore
how they could do things differently in response
to the rising tide of discontent on campuses
around the country. There are lessons to be
learnt here for others in the business world.
By Kosheek Sewchurran

South Africa is on the brink of a social movement for transformation
in higher education. The 2016 academic year began with protest
action, vandalism and massive disruption of registration at various
campuses across the country. In some instances, registration had to
be halted and universities were temporarily shut down.

In a continuation of the ‘Fees Must Falls’
campaign, students were protesting against
paying registration fees – upfront payments
ranging from about R3 000 to R20 000 –
depending on the university. Students were
also demanding that outsourcing be scrapped.
This controversial policy allows universities to
contract workers through private companies
instead of employing them directly.
In the case of the University of the
Witwatersrand (Wits), outsourcing of cleaners,
gardeners and maintenance workers in 2000
resulted in the retrenchment of 613 workers,
with less than 50% re-employed by the private
companies. Wages fell significantly and
workers no longer had benefits like medical
aid and pensions. The workers also no longer
qualified for subsidised education for their
children at the university.
Following weeks of protests by students,
Wits and UNISA in January 2016 announced
that they would scrap outsourcing and begin
employing workers directly again. While a
victory for students and workers, the process
has been costly both financially and in terms
of the disruption of academic services.
According to Higher Education and Training
Minister Blade Nzimande, the university fees
protests have cost universities R150 million
since it began in 2015. Unisa and Wits have
obtained court orders against protesting
students and have increased security on
campuses.

“Universities are finding
themselves being
pushed into changing
their business models,
in some instances,
scrapping policies and
rethinking revenue
streams in a manner
that should have been
done years ago. They
are rethinking how they
are structured and
what service they are
providing and are being
forced to examine the
value of their offering.”
What is happening is that universities are
finding themselves being pushed into
changing their business models, in some
instances, scrapping policies and rethinking
revenue streams in a manner that should have
been done years ago. They are rethinking how
they are structured and what service they are
providing and are being forced to examine
the value of their offering.
In South Africa, other organisations and
companies are finding themselves in a similar
boat. With the bleak economic outlook, an
escalating drought and weak currency, many
businesses are taking strain – and in some
instances are facing uncertain futures.
It is in this unstable economic landscape
that a business model innovation mindset
helps to promote innovative thinking and
creative approaches to sticky problems. The
essence of business model innovation is to
rethink the engrained style of the organising
practices, value creating mechanisms and
value production in an organisation in order
to create new styles to evolve to when the
timing is most optimal. Professor Roger
Martin, author and former Dean of the Rotman
School of Management, says the process
is not about simply evaluating options and
avoiding the worst ones and choosing the
least-worst options. It is about creating brand
new options; novel customised structures that
work for a particular organisation, institution
or business.
In a world constrained by the resources of
one planet, monetary instability, growing
inequality and low-growth, expedient choice
among existing options simply won’t do
the trick. We need more if we are to create
medium- to long-term sustainable value.

UCT Vice-Chancellor, Max Price addresses students and workers at the GSB during Fees Must Fall protests last year. Photograph by Jan Cronje.

22

GSB BUSINESS REVIEW

Business model innovation prompts CEOs and
managers to ask what value they are delivering
to their customers; if their customers’ needs
are changing and how more value can be
given to clients. It essentially helps executive
to change the game and provides insight in
how business leaders can turn the tables.

In their book Business Model Generation,
authors Alexander Osterwalder and Yves
Pigneur explore the power of asking “what if”
questions. This is illustrated by the example
of furniture giant IKEA, which, in 1960
asked, “What if customers bought furniture
in components in a box and assembled it
themselves?” The idea was unheard of at the
time, but has become common practice in the
industry over time.
Another “what if” example given by the
authors is telecommunications app Skype,
which provides free voice calls worldwide and
is believed to have earned $2 billion in 2013.
Not bad for a ‘free’ service. But many people
don’t realise that Skype’s business model
makes room for monthly subscriptions and
Skype credit, which is used to make calls and
send text messages to non-Skype members.
This is where Skype is making its money.
Such innovative thinking in terms of providing
value and generating revenue is, without a
doubt, the way of the future. South African
universities are having their own “what if”
moments, like asking, what if they scrapped
student fee increases? What if they dumped
outsourcing? What if they were able to provide
free higher education for disadvantaged
students in South Africa?
A few years ago, it would have been unheard
of for the University of Stellenbosch (US)
to drop Afrikaans as language of teaching.
But this is what happened towards the end
of 2015, following the Open Stellenbosch
campaign, which exposed the level of racism
and intolerance on campus.
Racism and inequality have become hot
topics in South Africa. The Penny Sparrow
tweet, coupled with several high-profile cases
involving alleged hate speech and outcries
over social media have revealed a deeply
divided South African society. In addition to
the economic strain, there is now also a bigger
spotlight on transformation, affirmative action
and how representative companies are being.
No company executive, business leader or
department head can afford to be blind to
the discontent that can be felt in various
instances of the South African social landscape
– be it among farmers in rural South Africa, on
campuses around the country, in unions like
Nehawu and Cosatu, between political parties
gearing up for local elections or ordinary
citizens of South Africa venting on social media.
Leon Schreiber, a research specialist in
innovations for successful societies at
Princeton University, recently wrote in the Mail
& Guardian that South African society has not
been this saturated with anger and protest
since the late 1980s. He said over the past year,
there has been a shift in the country’s political
consciousness, motivated by a population
frustrated by inequality, poverty and growing
unemployment.
There is no business in South Africa that can
afford to ignore this – whether it is a family-run
bakery in the suburbs or a university offering
higher learning to disadvantaged students.
Business models must be flexible and able to
change. It quite simply is a matter of adapt –
or die.
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A united front
The advantages of stronger regional blocks to drive
Africa’s development are many, but structural and policy
hurdles remain that threaten to undermine any benefits.
BY JOHN LUIZ

Regional integration in Africa has, for
the most part, proceeded slowly and
erratically. However, recently several African
governments have been pushing for renewed
regional cooperation in a bid to add more
impetus to the continent’s economic growth.
Thus, the recent initiative to establish a Tripartite
Free Trade Area (T-FTA) between the member
states of the Common Market for Eastern and
Southern Africa (COMESA), the East African
Community (EAC) and the Southern African
Development Community (SADC), has been
seen as a game changer for the continent.
The free-trade agreement, which effectively
created a common market spanning half
the continent, from Cairo to Cape Town,
was launched in Egypt in June last year. The
three blocks that make up the free trade area
bring together 26 countries with a population
of around 625 million people and GDP of
$1,6 trillion. Tariff liberalisation, trade remedies,
provision for dispute settlement, elimination of
quantitative restrictions, customs cooperation
and trade facilitation are some of the key
aspects of the deal.
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The opening ceremony of the 35th SADC Heads of State and Government Summit in Gaborone, Botswana. Image by Kopano Tlape for the
Government Communication and Information System.
efforts, the continent will struggle to attract
ongoing investment if security concerns, among
other issues, are not addressed.
“The fact of the matter is that investment in
Africa will lag if security of person and property
are non-existent or tenuous. Economic activity
will gravitate to those areas where infrastructure
for certain economic activities exists and in which
property and person is relatively secure.”
In addition, regional planning has to be focused on
providing the essentials for economic activity and
“cannot start off as another means for politicians
to raid the national cookie jar,” says Koelble.

President Robert Mugabe, who was chairperson
of the African Union at the time, said the trade
agreement would create a “borderless economy”
that would rank 13th in the world in terms of GDP.
But while the integration efforts have gathered
pace, considerable structural and policy hurdles
still remain which threaten to undermine any
benefits that might flow from this. These include,
inter alia, poor infrastructure, political instability
and generally low levels of industrialisation.

A 2013 World Bank report on infrastructure in
Sub-Saharan Africa reiterates that regional
integration will mean little without infrastructure
improvements on the continent. It notes that in
most African countries, particularly the lowerincome countries, infrastructure is a major
constraint on doing business, and is found
to depress firm productivity by around 40%.
For most countries, the negative impact of
deficient infrastructure is at least as large as
that associated with corruption, crime, financial
market and red tape. For an important subset of
countries, power emerged as the most limiting
factor, being cited by more than half of firms in
more than half of African countries as a major
business obstacle. Deficiencies in broader
transport infrastructure and infrastructure for
information and communication technologies
(ICT) are less prevalent, but nonetheless
substantial in some cases.

“There is this idea that somehow regions
will foster economic growth. Why? What
has to happen first is that the conditions for
growth have to exist – that is infrastructure to
encourage economic activity. Roads, rail, ports,
airports, telephone and cell phone connectivity
that works well, water, electricity and security
of property and person,” says UCT Graduate
School of Business (GSB) professor Thomas
Koelble. He adds that regardless of integration

Many African countries cite a lack of funds as
the reason why infrastructure developments
have progressed at a very slow pace and it is
possible that the new Brics (Brazil, Russia, India,
China and SA) development bank, through its
Africa branch in South Africa, will play a role in
boosting Africa’s infrastructure drive. Pretoria
believes that while China may have the largest
share of voting rights in the bank with its
$41 billion pledged contribution, the South

“What we are doing today represents a very
important step in the history of regional
integration of Africa,” Egyptian president, Abdel
Fattah al-Sisi, said last year as the free trade area
was launched.

African contribution and its work in the
organisation will go a long way to developing
the rest of the continent as an emerging
economic force.
It would be good for Africa if this turns out to
be the case and if better financing can pave the
way for better integration. As the World Bank
report points out, the advantages of integration
are many. Not only does it lower the cost of
infrastructure by giving smaller countries access
to more efficient technologies and a larger scale
of production, it also allows less developed
countries to follow in the slipstream of their more
successful neighbours – as happened in Asia.

“Regional planning
has to be focused on
providing the essentials
for economic activity
and cannot start off
as another means for
politicians to raid the
national cookie jar.”
The success of the Asian economies had a flying
geese aspect to it, with Japan as the initial leader,
then followed by the group of four including
South Korea, Taiwan, Singapore and Hong Kong.
These were joined by the South East Asian
countries of Malaysia, Thailand and Indonesia,
then China and more recently Vietnam and so
forth. The regional momentum also created
regional supply lines closely integrated into
complex value chains.
This is going to be key in Africa’s economic
future. The individual size of African economies
means that developing viable local industries
and sectors that help build a more inclusive

African economy is going to require further
and different economic integration with diverse
countries assuming different roles. South Africa,
for example, is not competitive in low-value
manufacturing as its cost structure is too high.
The manufacturing sector has been declining for
decades and even the extreme depreciation of
the currency has not triggered a revival.
Both industry and government are at fault. The
latter with an antiquated approach to industrial
policy that does not recognise how the
global economy and its production networks
have fundamentally altered the nature of
manufacturing; the former, by not developing
manufacturing chains into neighbouring
countries. South African firms have moved
into the rest of the continent to sell goods
and services but have not fully exploited the
opportunities to develop these locations as
sources of lower cost production, something
that could actually help the country’s internal
revival of manufacturing as a source of cheap
inputs that are geographically proximate.
Africa must move from being a place where others
come to sell stuff and, equally problematically,
an economy that sells its natural resources
wholesale to others to develop and refine.
African economies must invest in themselves and
each other and develop infrastructure and supply
chains that work to promote real growth at a local
level. This requires a different mindset.
A decade of euphoric growth in Africa, fuelled
by rising commodity prices, better governance,
positive demographics and rising incomes, has
encouraged many to ignore some of the warning
signs, but the recent downturn in the commodity
price cycle has exposed the soft underbelly of
these economies. It is hoped that a renewed
focus on regional integration based on sound
principles of collaboration will encourage a
healthier, more resilient long-term development
trajectory for the continent.
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ENERGY IN AFRICA:

The future
could be
bright

South Africa’s renewable energy private sector investment
programme is widely regarded as one of the most
successful in the world, so how can its winning formula be
rolled out to the rest of the continent, where a staggering
two thirds of the population still live without electricity?
By Raine Naudé and Anton Eberhard

It is surprising how many people still believe
that renewable energy (RE) is too expensive
to be a viable option for power generation.
GIobally, innovation and competition have driven
down costs, and solar photovoltaic (PV) and wind
energy are now among the cheapest electricity
sources in many countries, including South Africa.
While intermittency remains a challenge (the
wind does not always blow and the sun does not
always shine), renewable energy combined with
load-following generation sources such as gaspowered turbines offer reliable electricity supply,
and future innovation in electricity storage will be
a game changer.
In sub-Saharan Africa (SSA), South Africa is the
undisputed leader in renewable energy. Its
Renewable Energy Independent Power Producer
Procurement Programme (REIPPPP), launched
in 2011 to promote private sector investment
into grid-connected RE generation, is widely
regarded as one of the most successful of its
kind anywhere in the world. South Africa has
achieved more investment via IPPs in four years
than the rest of SSA over the past two decades.
Independent power producers (IPPs) were invited
to submit bids for a variety of RE technologies
under a competitive tender process. To date,
four such bidding rounds have been completed,
resulting in 92 projects totalling 6,328 megawatts
and R192 billion in private investment.
And that’s not all. The tariffs of South Africa’s
most recently awarded solar PV and wind
projects are lower than the national utility’s
average cost of supply. They are also amongst
the lowest priced grid-connected RE projects
in the world with wind energy now as low as
57 c/kWh (or below 4 USc/kWh).
Unlike unsolicited directly negotiated projects
where contract negotiation takes place between
the IPP and host governments or utilities on a
case-by-case basis, South Africa’s bidding process
awards multiple bidders in each competitive
tender. These also tend to reduce corruption
when compared to directly negotiated projects,
and the REIPPPP has maintained high levels of
transparency and security to ensure objectivity
during bid evaluations.
The competitive nature of this procurement
model results in considerable economic
advantages. Between bid window 1 and window
4, the average price of wind energy dropped
by 48% and that of solar PV by 71%. This also
speaks to the benefit of running multiple bid
rounds. IPPs are able to bid more competitively
as they learn from prior in-country experience
and competition may grow as investors develop
confidence in the programme.
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“There is currently a
strong interest from
international developers in
Africa and governments
could capitalise on
this by using the
RE PPPP framework as
a springboard to launch
a quality procurement
programme in a shorter
amount of time.”
South Africa’s success, however, stands in stark
contrast to most of its African neighbours. SSA
has a general under-supply of power generation
(not specific to renewables).
So what is standing in the way of taking renewable
energy in Africa to the next level? Several reports
released in the past few months have highlighted
Africa’s potential in this sphere. According to the
International Renewable Energy Agency Africa
2030 report, renewable energy has the potential
to more than quadruple by 2030 to 22% of total
power supply, compared to today’s level of about
5% – and yet progress is slow.
The South African example suggests that
technology and cost do not have to be an obstacle.
Rather, the primary barriers to implementing RE
across Africa remain institutional. Africa needs to
build on best international practices in running
competitive tenders or auctions for new power
generation capacity, including renewable energy.
At the moment however, corruption is rife in many
countries, causing problematic tender processes.
The majority of power projects in Africa were
procured through unsolicited, directly negotiated
deals, but research from the Management
Programme in Infrastructure Reform and
Regulation (MIR) at the UCT Graduate School of
Business (GSB) shows that competitive tenders or
auctions for renewable energy (and other off-theshelf energy technologies) are always cheaper.
This is clearly the way to go.
Several SSA countries have now implemented
or expressed interest in competitive tenders
to secure renewable energy, and while not
all elements of the REIPPPP will be replicable
in other countries (particularly its stringent
economic development requirements imposed

on bidders), there is scope for these countries
to use the REIPPPP as a skeleton framework and
adjust as necessary. There is currently a strong
interest from international developers in Africa
and governments could capitalise on this by
using the REIPPPP framework as a springboard
to launch a quality procurement programme in a
shorter amount of time.
The South African example points to several key
elements that must be considered in the roll-out
of similar RE investment programmes in Africa.
An in-depth review of the REIPPPP carried out by
the MIR has distilled several recommendations.
These include setting clear RE policy within an
overall integrated electricity plan and fostering
an enabling environment. A programme
champion needs to be mandated and given
the resources to hire experienced transaction
advisors to design a renewable energy auction
based on international best practice.
A key consideration for any IPP is whether the
contracts associated with the competitive tender
or auction are ‘bankable’; in other words, whether
the terms will be acceptable to lenders in the
event of payment defaults. Again, international
best practice and expert legal drafting is crucial.
In most African countries, it will be necessary
to provide some form of credit enhancement
and additional security to attract sufficient
investment for these project-financed deals.
The REIPPP included an effective sovereign
guarantee embedded in the implementation
agreement, although the contingent liability for
the South African government was mitigated
by an inter-governmental framework agreement
that commits Eskom to make good any payment
defaults through pass-through of regulator
approved tariff increases.
Renewable energy is capable of providing a
significant alternative to conventional fossil fuels
in Africa. This applies not only to the largest
resource, solar PV, and the other popular option
of wind generation, but also to the continent’s
substantial hydro reserves (predominantly in the
DRC and Ethiopia) and geothermal resources in
Kenya and Ethiopia – both of which can serve as
base load options. However to properly unlock
all RE resources, it is vital that SSA governments
adequately incentivise private sector investment,
while also preparing their procurement
programmes in a way that ensures that a fair
amount of the benefits and wealth are realised,
and stay, in their countries. South Africa has
proven that a well-designed competitive tender
or auction can achieve this, and the potential for
other SSA countries to build on this framework
remains an exciting possibility.
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Change just isn’t good
enough anymore
Political and economic uncertainty at home and abroad means
nothing will appear tomorrow as it did today – the only way
leaders will keep up with change is to change the way that they
change – and it starts with tapping into how people feel.
By Grant Sieff

It is a well-worn management refrain that
change is the only constant; but these
days, as author Gary Hamel points out,
the rate of change has gone into overdrive
and it’s shaking things up. Change is now
multifaceted, relentless, rebellious and
occasionally shocking, and it is becoming
more so as each day passes.
To put change in our era into perspective,
unimagined advances in technology from
the invention of the internet to the decoding
the human genome, as well as social and
environmental pressures such as climate
change and the refugee crisis, are quite
literally, causing the ground beneath our feet
to shift. One thing all of these changes have
in common: they have come about as a result
of change and they have created additional
explosions of change. Change begets change.
And we have to figure out a way to keep up.
To survive the tumult, organisations and
individuals will need to adopt the sort of strategic
thinking that allows them to change and adapt in
unprecedented ways.

The contradiction at
the heart of business
A great paradox of our time is that change itself
is changing. In short: the future is becoming less
and less predictable based on what is already
known or on what has happened in the past.
In this world, nothing is sacred. Even the
100-year-old venerable institutions that seem
invulnerable to change. The hard truth is that
yesterday’s business models were not built to
be adaptable, but adaptability and agility are
key for survival today. This is the contradiction
that lies at the heart of most modern-day
business that managers and leaders need to
grapple with.
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Trivial and traumatic change
Hamel, who is a management expert and
founder
of
international
management
consulting firm, Strategos, says this of change
in his book What Matters Now: “The only thing
that can be safely predicted is that sometime
soon your organisation will be challenged to
change in ways for which it has no precedent.
Your company will either adapt or falter, rethink
its core assumptions or fumble.”

“To survive the tumult,
organisations and
individuals will need to
adopt the sort of strategic
thinking that allows them
to change and adapt in
unprecedented ways.”
Of course, the concept that change can bring
opportunity as well as disaster is not new,
but whether an organisation will innovate or
crumble when faced with inevitable change
depends on its capacity to adapt, and adapt
more quickly than organisations have ever
done before. The problem is, as Hamel
writes, that because those early management
pioneers set out to build companies that
were disciplined, not resilient, adaptation
does not come easily. “They understood that
efficiency comes from well-mapped business
models and routine. Adaptability, on the other
hand, demands a willingness to occasionally
abandon these routines – and in most
organisations there are few incentives to do
so. That’s why change tends to come in only
two varieties: the trivial and the traumatic.
Review the history of the average corporation

and what can be seen is long periods of
incremental fiddling punctuated by occasional
bouts of frantic, crisis-driven change.”
But it seems like a great waste for an
organisation to run into a crisis and lose billions
in market value before it gets serious about
change. A much better approach for those
companies looking to future competitiveness
would be to get change-ready. As Hamel
writes “A turnaround is a poor substitute for
timely transformation. That’s why we need to
change the way we change.”
And how do we change the way we change?
It starts with revisited and re-orienting
management and leadership skills towards how
to make relevant change happen. All those
careful systems, models and routines perfected
over a hundred years need to go. Managers
today need to unlearn the lessons of the past and
discover a new range of critical skills to stock a
new strategy toolbox that allows them to engage
others in conversations for change.

A deeper understanding
of change
As it stands, the traditional strategy toolbox
will not allow organisations to change the way
they change. Too often, present-day corporate
conversations for change are missing one critical
component: the psychology of strategy. This is
the component that determines how leaders go
about managing change.
Typically, business analysis tends to be the
primary driver for making strategic choices
instead of a deeper understanding of human
behaviour – again this means throwing out the
routines that organisations are most comfortable
with. It is a fact that organisations, when making
decisions, still rely most heavily on quantitative
parameters – the business case, for instance,

because it supposedly offers a measure of
certainty to decision-making about some future
position that is inherently uncertain.
Of course, there is nothing wrong with business
analysis or business case development, these
are essential tools for the general manager’s
toolbox, but thought-leaders must be willing
to explore further whether they can get more
effective results from a deeper understanding
of human behaviour. This is something most
organisations remain uncomfortable with
because it requires an understanding of the
personalities and behaviour preferences
of those who are integral to organisational
success and the key influencers of strategic
decision-making: both the people in the
organisation itself, as well as customers and
stakeholders. This takes hard work and time
to develop. But it is this kind of multi-faceted
approach that will allow organisations to
charter the uncertain territories of change.

Heads and hearts critical
to new change
John Kotter, an authority on leadership and
change, as well as being a New York Times
best-selling author and Harvard professor,
offers insight on the topic of making change
happen. He emphasises the power of bringing
about desired change by addressing how
people may be feeling – which he suggests is
even more telling than how these same people
may be thinking about the new behaviours
expected of them for change. Kotter goes so
far as to assert that the core of a new way of
addressing change is tuning into the hearts
and minds – in that order – of those most
affected by, and most able to bring about,
change. He suggests that by aiming to change
how people feel, and by role-modelling a
desired behaviour, organisations become
even more effective in making change happen
than if they relied only on applying analysis
and logic in an attempt to persuade others to
think and, as a result, behave differently.

Strategic alignment in an
ever-changing world
In other words, it is the ability and
effectiveness of general management and
leadership to place the human dimension of
their organisation, and their organisational
culture, at the forefront of change in a
way that gives them the greatest influence
over strategic change. In order to optimise
strategic alignment in an ever-changing
world, the leader must be ready to adapt
his or her personal style and focus to ensure
that the dominant organisational culture and
current strategy are optimally aligned with the
demands of the market place.
In essence, a new approach to change must
begin with a willingness to explore the
relationships between general management and
leadership, leadership and behaviour, strategy
and innovation and, ultimately, strategy and
change. It is only when leaders understand how
important the connectivity of these elements
is that they can hope to change the way they
change and build organisational resilience that
will allow them to stand strong when faced with
waves of uncertainty and change.
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As Africa moves away from
an aid-dependent economic
model to a tighter embrace of
capitalism, impact investing
– the practice of investing
for a measurable social or
environmental gain – appears
to have captured the zeitgeist.
But, says the GSB’s Dr
Stephanie Giamporcaro, it is
easier said than done.
By David Thomas

From the interest-bearing clay tablet loans traded in ancient
Mesopotamia to the corporate bonds issued by the 17th century
Dutch East India Company, historians have long struggled to pin
down the world’s first stock exchange. But academics broadly agree
on at least one point – the trading floor has always been synonymous
with the accumulation of capital and the spread of commerce.
For one African bourse, that definition may need stretching. African
Exchange Holdings, a firm that established its first outpost in Kigali, has
set itself a loftier goal – ensuring food security in swathes of the continent
by providing farmers with a ready market for their goods. Commodities
and derivatives – long the buzzwords of speculative traders – are now the
talk of philanthropists.
Backed by the charitable foundation of Nigerian banking billionaire Tony
Elumelu, the firm stands as a prime example of how ‘impact investing’ –
the practice of investing for a measurable social or environmental gain – is
fast altering Africa’s business landscape and attracting the endorsement
of the continent’s biggest business personalities.

MPACT INVESTING:

Doing well by
doing good
Bank of Lagos, Nigeria.
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A new survey by the University of Cape Town’s Bertha Centre for Social
Innovation and Entrepreneurship found that 47% of $721 billion in assets
surveyed in South Africa, Kenya and Nigeria have been specifically
earmarked for positive impact.
According to the United Nations Development Programme, some
$8 billion had been invested in African projects by November 2014.
Meanwhile, some of the world’s largest companies have shown an
increasing interest in joining global development efforts. The likes of
Unilever chief executive, Paul Polman – who was a member of Ban Kimoon’s high-level advisory panel on the post-2015 agenda – have been
particularly vocal in pushing for business involvement.
Since the phrase ‘impact investing’ was coined by the Rockefeller
Foundation in 2007, dozens of firms have sprung up around the world,
eager to assure clients that they can have it all – an alluring mix of
financial reward and the satisfaction of knowing that they’ve made a
difference. That goal was pithily summed up by a recent Bloomberg
headline exhorting readers to “Save the world, turn a profit”.
As Africa moves away from an aid-dependent economic model to a
tighter embrace of capitalism, impact investing appears to have captured
the zeitgeist. But while projects compete aggressively for new funds, a
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debate has begun about what, if any, longterm effects their investments are having
on Africa’s development, and whether
the practice is a vanity project for wealthy
investors or a new path to mutual prosperity.

The 2015 African Investing for Impact Barometer
has revealed that 47% of US$721 billion of
investment assets surveyed in South Africa,
Kenya and Nigeria, the largest economies in
South, East and West Africa respectively, were
earmarked for positive impact; from Islamic
finance to clean technology and building
affordable housing.

“The discourse of sustainability is to say
that you can have it all,” says Stephanie
Giamporcaro, research director at UCT’s
Graduate School of Business. “That’s the
thing that a lot of people believe in. But at
the same time, it’s easier said than done.”

But while many investment companies pay lip service
to the practice, there are only a handful of industry
leaders that are able to demonstrate that they do it
consistently well, the researchers found.

Business and philanthropy
The relationship between business and
philanthropy is hardly new. From John D.
Rockefeller to Bill Gates, high net worth
individuals have long ploughed their earnings
into favoured social projects and personal
foundations. Yet until the new millennium,
philanthropic activity was largely seen as a
by-product of business success, rather than
an integral driver behind it.
According to the United Nations Development
Programme (UNDP), that mindset has finally
begun to change, with the global financial
crises of 2001 and 2007 being major turning
points. Those seismic events led to public
and regulatory pressure on corporations to
increase accountability and set environmental
and social objectives, according to the
UNDP’s Impact Investing in Africa report.
The new-found importance of incorporating
responsible practices into business decisions
was highlighted in November when Trafigura –
the international commodities trading firm that
gained infamy after a 2006 toxic waste dump in
Côte d’Ivoire – released its first ever responsibility
report. In the report, chief executive, Jeremy
Weir explained why it is essential for the
business to pay greater attention to its social and
environmental footprint.
“We know we have to earn and maintain a
social licence to operate in the many countries
and communities where we are active. This is
more than ever a fact of corporate life, with
media focusing on corporate reputation crises
and governments, regulators and civil society
subjecting business to ever closer and more
critical scrutiny,” he wrote.
Giamporcaro, who has spent years studying
how businesses relate to sustainable
practices, says that this ambition to do no
harm – particularly prevalent among a younger
generation of business leaders – is beginning
to inform investment decisions.
“There is a rising awareness that you need to
invest money for social good. This happened
because of reputational damage – we had
the financial crisis scandals, and incidents
like Marikana (on 16 August 2012, 34 striking
miners were killed by South African security
forces amid protests in the northwestern town
of Marikana). Investors know their reputation
is not always the best one, and they don’t
want to be the bad guys, especially the
younger generation.”
But it is not only businesses that have reassessed
their approach to development. Much of the
donor community has acknowledged that
economic growth, rather than aid dollars,
has lifted millions out of poverty, leading to a
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“The really ‘hot’ investors
are those who are both
active in the space and
who report accurately on
what they are doing.”

Bertha Centre study shines
light on impact investing
Xolisa Dlamini, Bertha Scholar, GSB PhD candidate and co-author of Investing for Impact Barometer.

greater willingness to work alongside business
to achieve mutually beneficial outcomes. That
new openness was illustrated by the adoption
of the UN Global Goals – successor to the
business-free Millennium Development Goals –
during last September’s UN General Assembly
meeting. These goals specifically call for a
focus on employment, economic growth and
industrial expansion.
Yet if there is new consensus between businesses
and donors, there is far less agreement on how
this should happen – and whether investors
can achieve real impact at the same time as
strengthening their bottom line.

Profits vs Impact
For Kevin Starr, managing director at the
Mulago Foundation, a US-based ‘impact-first’
investor, industry conferences are a chance
to discuss projects, make contacts and catch
the latest news. But what he heard at a
recent lunch confirmed a long-held belief –
some impact investors are complacent about
their model.
“I was recently at a lunch led by a prominent
impact investor. Someone blithely said the

conflict between impact first and profit is over –
they declared this fundamental issue irrelevant.
I thought that was tidy but simply not true.
“It was as if a fundamental debate that
needs to be ongoing was just becoming too
inconvenient,” he says.

“The fastest-growing
firms across the
African continent are
in renewable energy,
inclusive financial
services and pro-poor
technologies… Often the
assumption that serving
social needs has to be
at odds with profit blinds
business leaders to real
opportunities.”

The report, now in its third year, is issued annually
by the Bertha Centre for Social Innovation and
Entrepreneurship, a specialised unit at the GSB, and
seeks to shine much-needed light on the practice
of Investing for Impact (IFI) in Africa and to put
the continent on the map as a global contender in
this investment space. This year, the research was
supported by the Government of Flanders.
The GSB study segmented investments according
to five internationally recognised investment
strategies: ESG (environmental, social and
governance) integration, investor engagement,
screening (positive and negative); thematic
investment and impact investing.

That tension between profit and impact gets to
the heart of the debate over whether investors
can ‘have it all’. For Starr, whose foundation
targets investments on the basis of social
impact, the ability to make significant profits
at the same time as achieving maximum social
gain remains more of a myth than reality.
“What is the jackpot? It’s when maximum profit
lines up with profound impact. In the world where
we operate, we find that this doesn’t happen very
often, and if it did, we wouldn’t really have any need
for this thing called impact investing lying in the
grey zone between maximum impact philanthropy
and maximum profit investing,” he says.
Starr argues that investors typically shun the
sort of projects that Mulago is interested in,
due to their low potential for financial returns.
Yet many investors appear to be persuaded
that economic returns are compatible with
social impact. Annual research conducted by
the Global Impact Investing Network (GIIN)
finds that 55 to 60% of impact investors
attempt to achieve market rates of return,
while around 40% are content to achieve less.
Abhilash Mudaliar, research manager at the
GIIN, says that there is a range of approaches
in the market for firms operating under the
impact investment banner.

ESG integration, which involves the integration
of environmental, social and governance factors
in investment decisions across asset classes, was
the leading IFI strategy employed in Africa, with
US$490 billion under investment, representing 68%
of IFI assets invested. In second spot was investor
engagement, where an investor uses its shareholder
or bondholder status to promote positive societal
and environmental change within the invested
company’s behaviour, at US$474 billion (66%).
Screening, a category that includes religious and
ethical investment practices such as Islamic finance,
was in third place at US$148 billion (21%).
Impact investing and thematic investing, which
involve investing directly in companies promoting
sustainability and social development themes
such as renewable energies, education or health,
remained the two least used IFI strategies in
Africa. They represent respectively 2% and 4% of
the total IFI assets invested.
To further assist with the understanding of the
market, the 2015 study introduced a new tool
to identify which professional investors are IFI
leaders by country and by type of strategy. The
tool classified investors as ‘cool’, ‘warm’ or ‘hot’,
depending on their level of impact and disclosure.
“The really ‘hot’ investors are those who are both
active in the space and who report accurately on
what they are doing,” explained Xolisa Dhlamini,
Bertha scholar at the GSB and lead researcher
on the study. “When we looked at this we could
clearly see that ‘hot’ investors were unfortunately
still in the minority, which suggests that the impact
that these investments are making is still not as
powerful as it could be.”

“We notice that with large commercial-driven
investors, impact investing is seen as an approach
that can achieve financial returns and an impact.
There are other players for whom impact investing
will deliver less than commercial returns.”
Mudaliar said that recent research conducted
by the GIIN found that private equity firms
in the impact investing space achieved
market returns comparable with buyout firms
operating without a social or environmental
mandate. Nevertheless, for many commercial
investors, the risks of investing in the impact
space remain high. A recent report from British
bank Barclays found that wealthy individuals
preferred to give money to philanthropic
causes alongside traditional investments, with
many finding impact investing too complex.
James Mwangi, executive director at Africafocused advisory firm Dalberg, says that
this attitude may be turning investors off
interesting opportunities.
“Increasingly advancing the needs of society
and the environment is just good business.
The fastest-growing firms across the African
continent are in renewable energy, inclusive
financial services, and pro-poor technologies.
… Often the assumption that serving social

needs has to be at odds with profit blinds
business leaders to real opportunities.”
Even if more businesses can be lured to
the impact sector, Starr’s hypothesis –
that maximum returns are not necessarily
compatible with maximum impact – remains up
for debate. In particular, there is widespread
consensus that the industry must get much
better at explaining itself.

Communication breakdown
When Cape Town’s Bertha Centre began the
comprehensive task of reviewing Africa’s impact
space, their researchers came up against a
familiar brick wall – there is simply not enough
data to evaluate the overall social impact of
many projects. Despite amassing evidence that
firms are increasingly investing for good, the
report found that only a handful of industry
leaders are able to demonstrate that they do it
consistently well.
For lead researcher, Giamporcaro, a full
assessment of the sector will require far more
transparency. “Are they doing what they claim?
To know that, there aren’t many things you can
do except track and try and understand their
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practices. It’s a complicated exercise that takes a lot of time – you need to
compare the data.”
Sachindra Rudra, chief investment officer of US-based venture fund Acumen,
agrees that the wider industry has been unsuccessful in making its case.
He argues that investors tend to look at broad indicators, such as the total
number of lives impacted by projects, without really getting down to the
granular detail of exactly who benefits.
“At this point we must articulate what the key metrics are and then work with
experts in the field or internally … Frankly speaking, the whole sector has
kind of stopped or got stuck on the number of lives impacted. And nobody’s
really doing much on poverty focus or depth. My hypothesis is that you
would quickly come up against a wall in terms of aggregating data for the
whole sector,” he says.
Without a more rigorous approach to assessing the impact of their projects,
well-intentioned investors could find themselves accused of ‘greenwashing’
– the strategy of making erroneous or inflated environmental and social
claims to burnish their reputations.

“When Cape Town’s Bertha Centre began
the comprehensive task of reviewing
Africa’s impact space, their researchers
came up against a familiar brick wall –
there is simply not enough data to evaluate
the overall social impact of many projects.
Despite amassing evidence that firms
are increasingly investing for good, the
report found that only a handful of industry
leaders are able to demonstrate that they
do it consistently well.”
With impact investing showing every sign of playing a key role in Africa’s
future – a JPMorgan Chase survey of investors found that they intend
to deploy 16% more into the global impact sector this year – securing a
compromise between acceptable returns and measurable impact will be
essential if the practice is to forge a lasting legacy. The sector will likely be
the key battleground in the argument over whether doing well financially is
compatible with achieving social good.
Given Africa’s uneasy relationship with capitalism, rooted in the abuses of
the colonial period, the outcome of that debate could shape the views of
many towards the economic growth story unfolding on the continent.
If businesses are not seen to serve the majority or leave a legacy beyond
profit extraction, billions could turn away from the principles of open
markets upon which Africa’s latest economic renaissance relies. For UCT’s
Giamporcaro, all stakeholders will have to play their part if Africa’s growth is
to benefit more than the usual gilded elite.
“Everybody needs to do his job, but being honest about what we can do –
it’s framed by what the investment industry can give us. We’re still in a place
where they’re saying they can do it but we cannot know. Maybe five to 10%
are doing something very interesting, but for the rest it’s on the surface, it’s
in the marketing discourse. How do we change that together, and do they
really want to?”
Acumen’s Rudra agrees that the time has come for industry to step up to
the plate. “We need to become better at being able to articulate what it is
we are delivering both on the financial and impact side. We are absolutely
in the window where we have the experience that is sufficient to start talking
in a concrete way about where we are coming from, what we’ve learned and
what the path forwards is.”  
This article originally appeared in African Business magazine and has been
reproduced here with kind permission.
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Turning caring
into cash
Two GSB graduates turned social
entrepreneurs say if you want to
make a difference through business
you need to stop looking for broken
things to fix and instead find
what is working and build on its
streng ths to create social benefit.
By Saskia Hickey

Social enterprise Lakheni has been turning heads
at home and internationally. Within six months
of registration, the social enterprise – a bulk
buying grocery shopping service for parents and
crèches in underprivileged areas – was awarded
third prize in the SAB Foundation Innovation
Awards, came third in the Global Social Venture
Competition and won R1 million in funding from
Alphacode and Bank of America Merrill Lynch.
Very few start-ups in South Africa can claim this
kind of early success. The country is well known
for low entrepreneurial activity with the SABC
reporting in May last year that 86% of small
businesses fail in their first year. According to the
latest Global Entrepreneurship Monitor (GEM),
entrepreneurial activity in SA is the lowest in subSaharan Africa.
So how is Lakheni bucking this trend? To begin
with – it’s a great idea. Cash-strapped parents in
underprivileged areas are offered grocery items
at a discounted rate and these are delivered
to their local crèches, which make a small
commission off each hamper sold. Families also
save on the travelling costs to hypermarkets
each month.
Co-founders, Nokwethu Khojane and Lauren
Drake, who met while doing their MBA at the
GSB, said that they hit on the idea when they
noticed that households and crèches shop for
the same items every month.
“These are not hand-outs; this is not charity,”
says Drake. “This is a for-profit organisation with
very real benefits as well as a share option in
the business for crèches. The name, Lakheni, is
a Nguni term that can loosely be translated into
‘let’s build.’

It may run like a well-oiled machine now,
but it took the two entrepreneurs a while to
come up with the right concept. Their initial
thinking was around improving early childhood
development in underprivileged areas. But
once they started visiting pre-schools and
talking to principals, they realised that many
of these schools were actually working quite
well. They saw that they would be able to make
a bigger impact by finding indirect ways to
support financially struggling parents as well as
the crèches themselves.

“Social entrepreneurs need
to ask more questions, go
into the field and exhaust
every single angle of what
they want to do.”
With the help of Warren Nilsson from the Social
Innovation Lab at the Bertha Centre for Social
Innovation and Entrepreneurship, Khojane and
Drake refined their business ideas. Nilsson, who
has spent years researching why some social
ventures work and others fail, helped guide them
by getting them to dig deeper to find the real
social purpose for their business idea.
For a social innovation enterprise to succeed,
says Nilsson, it needs more than a good business
plan. It also has to go beyond the philanthropic
urge to help people. Instead of seeing themselves
as a tool or an instrument of change, businesses
need to see themselves as part of the world that
needs to change.

Lauren Drake and Nokwethu Khojane, the cofounders of social enterprise, Lakheni.

A perfect example of this approach can be found
in South American water filter company, Ecofiltro.
Despite noble intentions to provide the rural
poor in Guatemala with clean water at no cost,
people were not using the filter as intended and
still drank contaminated water, falling ill.
Founder and CEO, Philip Wilson then made
a critical decision: not to look at the rural poor
as objects of pity but rather as potential clients.
He re-packaged the product, worked out a
competitive price for each unit and came up with
an instalment payment programme that would
allow him a small profit margin.
This time round, the product worked. Ecofiltro is
now a profitable organisation, reaching hundreds
of thousands of customers. Wilson says social
entrepreneurs need to ask more questions, go
into the field and exhaust every single angle of
what they want to do. “Ask what their needs are,”
he says.
Khojane agrees. “What was critical for us was
looking into a system, not to fix what we thought
to be broken, but to find what was working and
build on its strengths.” Drake adds that they
didn’t come to the crèches with concrete ideas
about what to do, instead they listened to what
parents and principals really needed.
Starting out this way helps the business
becomes viable in the long term, Nilsson says.
“The biggest challenge the world is facing
today is not how to create change, but how to
sustain it,” he says.
For more information on Lakheni visit: www.
lakheni.co.za.
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What’s in a brand?
The GSB has updated its corporate identity in line with the
changing needs of its market. Business Review chatted to
Saskia Hickey, market intelligence and strategy manager at
the GSB, about the thinking behind the new look and where
the school is moving on the marketing front.
BR: Why the new look? What prompted you
to call for a rebranding of the school?
Saskia: A couple of reasons. First the world of
work is shifting and the GSB has shifted too – in a
very real sense it is in fact driving the change. It is
logical therefore that our visual representation in
the world also needs to adapt. It is very rare that a
brand can successfully withstand the passage of
time with aesthetic standards constantly shifting.
Changes in your target audience’s aesthetic
preferences over time mean what looked modern
yesterday may look old fashioned tomorrow.
Secondly, we talked to a range of stakeholders
over the past two years, through a brand audit
and corporate survey, and had a series of long
conversations with our internal stakeholders
and they gave us important feedback that we
needed a stronger positioning in the market
– one that emphasised our unique role as a
provider of innovative business solutions to
business in South Africa and on the continent.
In the past seven years or so, the GSB has
really moved into the space of innovation with
initiatives such as the Bertha Centre for Social
Innovation and Entrepreneurship and the
Solution Space as well as the MPhil in Inclusive
Innovation really embodying this new spirit in the
school. It was time that our Corporate Identity
evolved to support this more fully. We needed
to communicate the structural and positioning
change of the school to the public, staff and to
consumers and without rebranding it can be
difficult for people to perceive that anything has
changed in the organisation and what it offers.
BR: So tell us a bit about the thinking behind
the new look.
Saskia: We believe that the GSB has an inspiring
story to tell. In a world of constrained resources
and overwhelming challenges, we want to be
the business education partner to those brave
businesses who are giving the innovative idea
the space to pioneer sustainable solutions.
Graduating from the GSB is the tipping point for
many who then go into the world to influence
business for the better. We are saying that the
GSB is a place where the thinking that changes
the business that changes the world is born and
we want the GSB to continue to be a place fertile
for those ideas that go on to fundamentally
change the game.
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You will see in the new logo that we have
emphasised the word ‘business’ more than in
previous renditions. And while we have kept the
link to the UCT crest – which is a crucial part of
who we are i.e. a place of unrivalled academic
excellence – we have modernised that. And also
brought out the letters GSB – again to support
what is already a fact in the market, that we are
known to most of our stakeholders as ‘the GSB’.
We have kept our tagline of ‘full colour thinking’
as it has come to be intimately bound up with
what we do at the school, which is to challenge
taken for granted assumptions and train our
students to draw on a full spectrum of ideas,
cultures and disciplines in the pursuit of better
business options, and we have updated that
visually to support the new branding.
BR: The new logo is the most visual aspect
of the change – but what other elements of
the new marketing campaign should people
know about
Saskia: Yes, the rebranding goes hand
in hand with a general repositioning
of the GSB in the marketplace. Very
importantly – we needed a marketing
strategy that was more digitally focused
– as that is where 90% of our market
spends its time and gets its information.
So much of the new marketing focus
is on enhancing our presence in the
digital space. This is not as simple
as having an active Twitter account
(though that is important), it requires
an integrated approach that spans
content, social media, website and
advertising. Very excitingly, we are
currently working on a whole new
website that will be much more
flexible and better optimised
for search. People will see that
the site will also become a lot
more active as we create more
relevant content and resources
to reflect the intellectual capital
of the school and to allow it
to become more accessible,
more useful, to the world. So
watch this space. There are
exciting developments in
the pipeline.

Short Courses 2016

Call: 0860 UCT GSB (828 472) | Email: execed@gsb.uct.ac.za | Web: www.gsb.uct.ac.za/execed
Course Title

Duration

Fee (R)

Application
Closing Date

Business Acumen: Crucial business skills and financial know-how, skilfully packaged into engaging and interactive
short courses.
Finance for Non-Financial Managers

17 - 20 October

17 850.00

09 September

Negotiation Skills for Managers

08 - 11 August

14 600.00

01 July

Strategic Thinking and Execution for Growth

22 - 25 August

19 950.00

15 July

General Management: Grow the leadership and management backbone in your organisation from ﬁrst-time managers to
mid and senior-level managers.
The New Manager

18 - 30 September

33 500.00

12 August

Programme for Management Development

04 -17 September

60 000.00

29 July

Executive Development Programme

04 -16 September

79 000.00

03 July

04 - 23 September

210 000.00*

03 July

International Executive Development
Programme

2 weeks GSB & 1 week Warwick
Business School (London)

*Incl. travel, accomodation and transfers

Leadership and Sustainable Performance: Move beyond being the boss and discover how to inspire others, foster
innovation and encourage entrepreneurial thinking in your organisation.
Women in Leadership Module 1

19 - 22 July

Women in Leadership Module 2

10 -13 October

58 500.00

10 June

Emerging Markets, Finance and Trade: Build business and leadership competence in emerging markets.
Strategic Marketing for Executives

19 - 22 July

17 850.00

10 June

Housing Finance for Sub-Saharan Africa

02 - 08 October

21 000.00

26 August

SAPOA Members

17 - 29 July

33 600.00

Enquire Online

Non-SAPOA Members

17 - 29 July

43 720.00

Enquire Online

Managing Power Sector Reform and Regulation

10 -14 October

23 750.00

02 September

Impact Investing in Africa

07 - 09 November

15 000.00

09 October

Strategic Social Engagement Practice

20 - 24 June

9 000.00

20 May

Property Development Programme

Social Innovation and Entrepreneurship: Discover how you can turn your great idea into a profitable, sustainable – and
saleable – business.
Business Acumen for Artists

29 August - 28 November

8 000.00

29 July

Social Entrepreneurship

17 - 21 October

14 000.00

17 September

Intake 1

06 - 10 August

6 500.00

01 July

Intake 2

10 - 14 September

6 500.00

05 August

Intake 1

02 - 06 July

6 500.00

27 May

Intake 2

27 - 31 August

6 500.00

27 July

GMAT Prep Courses: Helping you get ready for your MBA.
GMAT Prep Course (CPT)

GMAT Prep Course (JHB)

A BOLD NEW WORLD
NEEDS BOLD NEW IDEAS.
Celebrating 50 years of delivering innovative business thinking.

A
A BOLD
BOLD NEW
NEW WORLD
WORLD
NEEDS
NEEDS BOLD
BOLD NEW
NEW IDEAS.
IDEAS.

Celebrating
Celebrating50
50years
yearsofofdelivering
deliveringinnovative
innovativebusiness
businessthinking.
thinking.
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