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Introduction

Can an association of business people organised around acommon racial identity help
to democratise government and society?

Much classical and contemporary understanding of civil society would probably
find the prospect uncomfortable. Current analyses which see civil society asarealm
in which citizens can acquire avoice in public affairs usually dwell on the role of so-
cia movements and non-governmental organisations (NGOS); business associations
are either explicitly excluded or ignored.* And many classic treatments of civil society
have tended to see it as arealm of interest-based individualism, an antidote to socie-
tiesin which ‘rigid barriers of race, status and caste define peopl€’s privileges .> As-
sociations based on race or caste are, of course, not the same asstates with the same
characteristics: freedom of association includes the right to associate in ethnic or ra-
cia organisations. But whether associations based on ascriptive identities belong in
civil society, with its purported capacity to enhance democratic citizen participation in
public life, is not the subject of consensus.

In South Africa, this question is linked to another: the nature of civil society. Two
broad understandings underpin contemporary discussion of civil society. One posits
civil society organisations (c0s) as watchdogs over the state. In the main, csosare
geared to ensuring that those entrusted with running the state do not abuse democrati-
cally conferred authority.® This conception has been found most plausible in estab-
lished liberal democracies with developed market economies. The divisions between
citizensin these societiesis narrow enough to prevent civil society becoming aterrain
in which the divides spawned by socia or identity polarisation are expressed. Their
cos are also likely to be financially sdlf-sustainable, or at least domestically funded.
Beyond this, they tend to be composed of locally mobilised constituencies which may
be assumed to stand a better chance of playing amore active role in making demands
of the state and watching over it. Historically, this conception is associated with the
birth of liberal theory and the parallel development of the market economy.*

The other isrooted in the history of the current wave of democratisation that be-
gan with the Portuguese coup of the 1970s, and continued through the 1980s into the
1990s. On thisperiod, In this conception, civil society isviewed asavehiclefor trans-
formation,” and for the assertion of popular will over an oppressive state. South Af-
rica, formally was democratised in 1994, falls in this category; civil society—or at
least the part of it that mobilised against apartheid — is afforded a large share of the
credit for achieving its current democratic status.

1 See Mark Swilling, Socialism, democracy and civil society, Theoria, 79, May 1992.
2 Doreen Atkinson, Rights, politics and civil society in South Africa, Theoria, 79, p 43.
3 John Keane. Democracy and civil society, London: Verso, 1988, p 32.

4 Doreen Atkinson, Civil society in flux, Theoria, 79, p 10.

5 | Young, ‘Civil society and social change, Theoria, 1994, 83/84, p 73.
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The historical exclusion of black people from mainstream political and economic
activities that produced the resistance to apartheid divided society — including civil
society into two dimensions: those (predominantly but not exclusively white) who
operated within the apartheid system, interacting with the government much as citi-
zens in a democracy might; and those (predominantly but not only black) who used
associations to launch an assault on that system as part of the broader ‘liberation’ coa
lition which now forms the ruling governing party. csos and political forces on the
liberation side of the divide united against csos and the state on the other; the links
between civil society and the state (or aspirant state) were strong, and relations with
other parts of civil society and opposing political forces antagonistic. There was state
and there was civil society, but this was not the central divide.

Thelegacy endures beyond apartheid’ sformal end, which hasinevitably left many
social issues unresolved. Major csos which helped to fight racial domination still see
the governing party as an aly in a common battle to complete the victory of the anti-
apartheid struggle by asserting the majority’s right to equality in society as well as
politics—even as they retain their autonomy from their ally in government. The first
conception of civil society istherefore inappropriate to the extent that it is seen purely
as arealm in which the state is watched over rather than one in which it may also be
actively supported by that section of civil society that fought with it (just asit will be
opposed by the section that did not). This does not exclude the possibility of acting as
awatchdog to ensure that the state remains true to the values and goals of the com-
mon quest. But these csos face atension between working with the government asan
agent of socio-economic transformation, and assuming a watchdog role.

It follows from this too that these csos may adopt strategies and approaches that
deviate from the mainstream understanding of civil society. A business association
may not be concerned primarily with the routine lobby for more business-friendly
policy and practice, but may seeitself as a vehicle for the broader goa of ending ra-
cia inequality in economic life. We do not, therefore, have to enter the debate men-
tioned above on the role of identity-based and business associations to make the point
that it is possible in a context such as South Africa’ s—where forma racia equality in
politics has not yet produced substantive equality in the economy or society—to as-
sert that a black business association may be a force for democracy, both by cam-
paigning for an end to race privilege in the economy and by serving citizens who are
not affluent or influential enough to rely on their own routes to the government, and
therefore require an organised vehicle if they are to influence public policy. The ques-
tion is not, therefore, whether such an association is a block to deeper democracy by
virtue of representing business and uniting members by race. It iswhether it isableto
operatein away that indeed gives citizens a stake in decisions and exercisesinfluence
over government policy on their behalf.

This paper examines the Foundation for African Business and Consumer Services
(FaBCO9) which, asthe preceding discussion suggests, is ablack business association
committed to enhancing black participation in the economy, agoal it explicitly seesas
a contribution to the fight for racial equality. This makes it both an interest associa-
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tion, abeit one defined by identity, and in theory a potential force for democratic
deepening. The main focus is on whether the organisation isindeed a vehicle for citi-
zen participation. Does it affect policy and legidation on behalf of its members? Do
members believe their interests are adequately represented to the state? Do they feel
able to participate in its affairs in ways which give them control over decisions that
affect them and turn them into active participants in public life?

Method

This study used mainly qualitative research methods, primarily aliterature survey and
interviews with key informants. On the first score, FABCOSis very limited in its pro-
duction of literature; the only documentary source the researchers were able to access
was the FaBcos Corporate report 2000 which appearsto beits only available official
document. Beyond this, the study relies on academic literature to illumine the issues
raised by the study.

Interviewees were randomly selected from FABcos and its affiliates: in practice,
they are those the researchers could access. We had considerable difficulty accessing
interviewees at al levels: national, provincial, and grass roots. Both the national and
provincia leadership appeared to be too involved in their own private businessto ac-
commodate discussions on FABCOS The Mpumalanga chairperson, for example,
agreed to an appointment with one of the researchers, only to be said to be ‘outside
the country’ on the day of the scheduled interview. In KwaZulu-Natal, a meseting
scheduled for the afternoon only materialised in the evening of the following day.

Provincial leaders, such as those in the Northern Province and Eastern Cape indi-
cated that they needed to seek the permission of the national office before granting
interviews. While the |atter was eager to co-operate, the former appeared very reluc-
tant. It was only on 15 May, when the draft of this paper was being finalised, that we
were informed an interview had been granted.

Access to grass-roots members was aso difficult for various reasons: an unwill-
ingness by certain provincial leadersto release their sector and individual membership
profiles; an apparent organisational rule that forbids affiliated members from giving
interviews, and unavailability of meeting schedules that would have enabled re-
searchers to gain access to members who attend meetings: in some cases, members
appeared to be unaware of the schedules for their own sectoral as well as organisa
tional meetings. Due to these constraints, the researchers’ intention to conduct inter-
views on the role of gender in FABCos was abandoned.

These obstacles ensure that the paper lacks the range of interview material we be-
lieve necessary to offer a fully rounded account of FABCOS s role. However, we are
confident that enough information has been gathered to offer some fresh insightsinto
FABCOS and its implications for South African civil society, and the role of donor
funding in shaping it.
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Origins and purpose

FABCOS was established in 1988, and salf -consciously identified itself as an organisa-
tion committed to assisting the struggle against apartheid. It was informed by a par-
ticular understanding of democracy: that (black) political freedom ‘ could be achieved
only if it was underpinned by economic power'®.

One of its founders was Joas Mogale, ‘a political activist cum businessman’ and
former Robben Island prisoner. His rationale for forming FABCOS, given the existence
of a black business asociation, the National African Federated Chamber of Com-
merce and Industry (NAFcOC), was that informal business people were not being mo-
bilised to enter the mainstream of the economy. Another limitation of NAFCOC and the
chambers of commerce affiliated to it was perceived to be their recruitment of indi-
vidual members, who, by definition, were licensed and therefore formal operators.
Mogal € sideawasto establish an organisation constituted by associations of informal
business in various sectors. Ultimately, FABCOSwas conceived as ‘essentially a de-
velopmental organisation that would mobilise theinformal sector, with consumers, to
break into the formal sector’.’

In this context, ‘informal sector’ was coterminous with ‘black’ — hence another
unusual feature of FABCOS the fact that it sought to organise and represent consumers
as well as business people. Black consumers were identified as a necessary compo-
nent, as FABCOS intended to influence them to circulate their financial resources
within black enterprises. Thus, whilein most if not all market economies business and
consumers are assumed to have conflicting or at least competing interests, FABCOS s
strategic foundation was the idea that a common racial experience of subjugation
would be powerful enough to persuade black consumersto join the fight for the dera-
cialisation of business.

FABCOSWas established with 13 member associations whose identities confirm the
stress on informal or small business. They included the African Builders Association
(ABA), the Afro Hairdressing and Beauty Association (AHBSASA), the Black Associa-
tion of Travel Agents BATASA), the National Stokvels Association (NASASA), the
National Black Consumers Union (NBcu), the National Cottage Industries Associa-
tion (NciA), the National Tuckshops Association (NTsA), the Southern Africa Black
Taxi Association (saBTA),? and the Southern Africa Taverners Association (SATA).
At the time, FABCOs adopted the same structure as SABTA, which was then the best-
established black business organisation — indeed, Cyril Gwala, FABCOS s nationa
president, has acknowledged that SABTA was instrumental in forming FaBcos®

6 FABCOS, Corporate report 2000, p 6.
7 ibid.
8 sABTA has since left FaBcos, alleging that its leadership is too individualistic and elitist with litte con-

sideration for the wellbeing of the organisation. Meanwhile, the Fascos leadership alleges that sasTA
was discharged in the early 1990s due to its involvement in minibus taxi violence.

9 Comment from the floor at civil society workshop, CPS, 22 May 2001.
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FABCOS s stress on black unity initialy stretched to remaining non-partisan in the
struggle between rival liberation movements. Although many of the organi sations that
existed before it were associated with particular components of the movement,
FABCOS chose to align itself with the entire movement; and whereas it encouraged its
members to be involved in political change, it has never been affiliated to a palitical
party. But, as this paper will show, this has not precluded it from largely identifying
with the post-apartheid government.

Goals and strategies

FABCOS was, at the outset, organised around a central goal and strategy, highlighting
the degree to which it saw itself less as an interest association than as a vehicle for a
campaign for change.

The goal was Black Economic Empowerment (BEE), the strategy the Black Rand.
BEE is defined as ‘a cry from black entrepreneurs for an enabling environment that
would allow them entrance into the country’ s economic mainstream’.*® FaBcosrec-
ognises that BEE is along process, can be achieved in different ways, and will pass
through several developmental phases. The Black Rand concept, as suggested above,
was aimed at encouraging black consumersto support black business: ‘the call wasto
keep money circulating within whatever black business community existed then— for
as long as possible — before passing it onto other suppliers of goods and services'.

FABCOs offers no further details on the degree to which the Black Rand call influ-
enced consumer behaviour. But it does insist that it is achieving the goa of placing
BEE high on the agenda: it would argue that it was largely responsible for prioritising
BEE on the agendas of post-1994 national governments (although a saBTA officia
claimsit should claim credit for this). It would therefore claim arolein the increasing
recognition of the need to reflect the meaningful participation of blacks in tenders,
licenses, outsourcing and procurement by government and parastatals—the govern-
ment now drives empowerment and preferential procurement policies that favour
black bidders or joint ventures between them and the bidding company, as well as
funding and loan opportunities through relationships with Ntsika and the department
of trade and industry. These devel opments, as well as the unbundling process under-
taken by big business, are seen by FABCOS as a vindication of its campaign for BEE
and of the Black Rand strategy.

But, while FaBcos is committed to a cause and believesit is winning the battle to
realiseits goals, it does not use standard campai gning techniques to achieve them; on
the contrary, it seems to rely on some very conventional business and business or-
ganisation activities.

On the first score, it further promotes the Black Rand concept by distributing
shares in FABVEST Investment Holdings to its members; initially, the revenue gener-
ated by investment dividends and management fees was used solely for membership
service provision, including the creation of FABcosinfrastructure. FABVEST, lauded as

10 raBcos, Corporate report 2000, p 8.
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‘a pioneering development for organised black business’, is an investment company,
operating in industries such as telecommunications, gaming and leisure, financial ser-
vices and food. The FaBcos Trust is selling the first tranche of shares in FABVEST, a
10 per cent stake offered to members at discounts ranging from 23 per cent to 40 per
cent, depending on duration of membership. An additional 10 per cent has been set
aside for FABVEST employees. Other beneficiaries of the trust are the Community De-
velopment Trust and Education Trust, through the FABcos section 21 not-for-profit
company, which are discussed below.

In keeping with its objectives, FaBcosand its business partners are extending their
initiatives beyond South Africa’ sborders. Its African investment drive hastwo objec-
tives: to earn dollar-based income and participate in the global economy, and to assist
in the empowerment of ‘indigenous people in the countries in which FABCoOsinvests,
in the broader context o the African Renaissance’."* Thisisto be achieved via the
FABCOS Trust which owns a controlling stake in FABVEST. All of this, of course, is
more consistent with traditional business practice than with amobilised campaign for
equality.

On the second, FABCOS s mission statement commits it to providing services for
the development and empowerment of its members, and influencing policy. Member-
ship development is promoted via the provision of training, marketing expertise, re-
search skills, management services, and the provision of empowerment opportunities
to members, entrepreneurs, and communities in the informal sector. FABCoOsis aso
committed to influencing ‘the government of the day to create conditions that will
help the informal sector to itsfull potential’. Finaly, it seeksto facilitate relationships
between formal and informal business. All of these are identical with the functions
usually performed by business associations.

Cause or effect?

How credible is FABCOS s claim that it — or its key founding association, SABTA —
placed BEE on the policy map? If it did, of course, it would have exerted a major ef-
fect on policy in the interests of its members even if it had done nothing else.

Certainly, as noted above, the immediate post-1994 era saw a flurry of activity
aimed at blacks acquiring shareholding in established businesses, and controlling their
boards. White business participation in ‘black empowerment deals' proceeded apace
well before any legidation or policy was adopted using the levers of government to
encourage BEE. Later, however, these measures were indeed adopted by the govern-
ment. How much of this was due to FABCOS?

It is often difficult to assign responsibility for a process of change. A variety of in-
fluences contributed to BEE; just as that makes it difficult for one organisation to
claim credit, so it is equally hard to deny any particular claim. What is clear is that
white business would have taken more persuading than the government. Asalibera-
tion movement committed to apartheid’ s overthrow, the ANC was hardly likely to en-

11 fraBcos, Corporate report 2000, p 9.

10
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dorse continued white control of the economy. Onceit had committed itself to amar-
ket economy — for reasons that havelittle, if anything, to do with FABcos sinfluence
— it was always bound to champion some form of BEE (abeit perhaps under another
name). White business, on the other hand, might have been expected to wait until the
law forces it to transfer assets to black business. But the fact that it anticipated the
government by opting for Bee before it was forced may have been due primarily to an
ability to see the writing on the wall, rather than the result of influence by a particular
organisation.

But, if FaBcos did exert any influence, it did not do so through campaigning.
Thereis no evidence that consumers heeded the *Black and’ call in any numbers, if at
all. On the contrary, large white-owned chain stores built branches on the edge of
townships to gain access to the black consumer market. And black consumers, like
those of other races, seem to have opted firmly for the cheapest goods and the best
affordable quality —which black businesses, given their historic disabilities, are often
not yet able to provide. Any FaBcosinfluence would have been wielded in the usua
low-key discussions in which business deals are usually made.

Nor has BEE necessarily taken the form that FABCOS appears to advocate. Besides
the fact that many of the best opportunities went to former politicians, rather than the
informal businesses that FaBcos champions, black ownership did not necessarily
tranglate into the assumption of management control. Only now are many of the con-
sortiums that took over the boards of established businesses beginning to consolidate
thelr interest in those companies, in preparation for the next phase of empowerment:
taking management control. So, if FABcoswas indeed the key force behind BEE, its
advances have been more modest than it might like to suggest. And, as we will see
below, the proposition that BEE has made substantial gains is not accepted within
black business itself.

Funding and the role of donors

Initidly, FABCos seems to have received its major injection of funds from white busi-
ness —whose monopoly of assets it sought to challenge. When FaBcoswas founded
and purportedly coined the phrase ‘BEE’, ‘it touched a guilty nerve of corporate
[white] South Africa. Consequently, sponsorship of black business organisations like
FABCOS became part of the corporate social responsibility programmes of big busi-
ness.’ *2

FABCOS, however, realised that a dependence on corporate sponsorships was not
sustainable, asindependence could only be realised through financia self-sufficiency,
achieved via commercially sustainable income-generating projects.

Just prior to the 1994 elections, FABCOS sought to wean itself off dependence by
entering into partnerships (rather than donor—recipient arrangements) with big busi-
ness — even though it was conservative, and viewed with suspicion in the black com-
munity. However, the negative aspect of these partnerships is that they tame black

12 raBcos, Corporate report 2000, p 10.

11
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business from competing against white control in the economy; black accumulated
capital remainsin white business groups, and the struggle for an economic redistribu-
tive kind of democracy is relatively neutralised.™

FaBcosfunding for initial investments was largely through borrowing: investment
funding spawned a host of joint ventures. Today it has a net asset value of approxi-
mately half a billion rands. The consolidation of investments includes the establish-
ment of a private equity fund that initialy will be adivision, but could develop into a
separate entity owned 100 per cent by FaBcos and will comprise between 10 and 20
per cent of FABVEST's net asset value. FABCoshas now succeeded in achieving finan-
cid sdf-sufficiency through various FABVEST strategic investments.

This attempt to ensure self-sufficiency did not initially preclude foreign donor
funding. In addition to financial assistance from white business, FABcoshas a so been
financed by various donorsincluding usaiD, ciPe (the Center for International Private
Enterprise - an American organisation linked to the federally funded National En-
dowment for Democracy, or NED), Swedecorp, and the International Labour Organi-
sation (1LO). Thisfunding was mainly not devoted to particular projects but to human
resource development capacity-building and infrastructure development within
FABCOS It provided funding, for between one to two years, for the training of secre-
tarial and administrative staff, and for office equipment and furniture.

But FaBcos last received donor funding in 1998, and it does not appear to have
made amajor impact on its policy or the organisation of its structures. Donors appear
to have implicitly endorsed the objectives of FABcos and assisted in building capac-
ity to echieve them effectively. Nor, according to Fascos officials, did donors find
cause to question FABCOS s basic competence. * No donor has ever challenged us on
service provision for our members,” says David Moshapal o, FABCOS schief executive
director. That is, donors were satisfied with the utilisation of their funds for training.

FABCOS s leadership insists that it no longer needs donor funding: the organisation
is strong enough, they insist, to achieve its goals without help. Cyril Gwala,**
FABCOS s national president, maintains that, while foreign and domestic corporate
funding was initially sought and acquired, this was a necessary step towards getting
the organisation off the ground; it was useful in training ‘trainers’ in matters rel evant
to starting and managing business. Moreover, the funding was useful in establishing
infrastructure such as office equipment. It played a major rolein building systems that
facilitated organisational capacity on financial management and accountability, and
general internal accountability and transparency.

But he maintains that this funding could not be sustained because some of it was
determined by ‘sectoral market interests': business funders tended to choose those

13 Dumisani Hlophe, Time to move from Freedom-from to Freedom-to, Ciity Press, 20 May 2001.

14 Interview, 3.5.01.

12
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sectors that had profit potential for their own business.'® For example, a construction
corporation would only fund the builders’ sector of FABcosand in turn expect to reap
far greater financial rewards than the cost of its contribution. The exercise was not
funding but a direct investment with a profit expectation. Since the result would, in
his view, be to compromise FABCOS s intended goals, the quest to develop a finan-
cidly sdf-sustainable base was the result.

It could be argued, however, that, if donor funding helped FaBcosto sustain itself,
it had an important impact on the organisation. Funding that |eaves an organisation no
longer dependent on donor contributions is the optimal outcome. If it was indeed
achieved in this case, however, it may owe as much to the nature of the organisation
and its congtituency (which made the investment strategy a‘ natural’ one) asto donor

strategy.
What FaBcos does, and how it does it

How does FABCos organise itself, what does it do, and what influence does it wield
over policy?

Internal organisation

FABCOS sinternal organisation is relevant for two reasons. It sheds some light on the
extent to which members are able to participate and to ensure that it actsin their inter-
ests — also, organisational management and capacity are often an important determi-
nant of the orientation and effectiveness of csos. Whether csos have the means to
implement their goals is as important as the nature of those aims, and many csosin
South Africa have landed in a practical quagmire because they have failed to get to
grips with these issues.

The nationa structure of FABcCOS called the electoral college, consists of 36
members. Nine provincia offices and four representatives are elected to the national
electoral college by each region every three years from sectors in each province. Al-
though most provinces have more than four sectors, those that are most active or
dominant are likely to be represented; this varies between provinces. The national
executive council consists of an dected executive director as well as the president,
deputy president, secretary-general, and treasurer-general, and one member co-opted
from each of the provinces — usually the chairpersons of the provincial councils.

Two features of FABCOS s internal organisation are unusual. First, it has set up a
web of interlocking organisation, a practice that probably reflects the fact that it is
engaged in investment activity aswell asthe ‘normal’ function of an interest associa
tion. It has established the FABcos Trust, under the jurisdiction of the 36-member
electoral college and NEC, which owns a controlling stake in FABVEST Investment

15 This should not be surprising, since FABCOs is a business organisation, and some corporate instit-
tions are likely to see FABCOs as presenting a potential business venture instead of a charitable -
ganisation.

13
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Holdings Limited. Its beneficiaries are FABCOs Section 21, a section 21 company™®
that is responsible for most of FABCOS s activities and acts as a secretariat to the na-
tional executive council; two other trusts established by FABcos the Community De-
velopment and Education Trusts; as well asFaBcosmembers. According Lesole Mo-
gorosi, FABCOssecretary-general, the Education Trust provides scholarships for terti-
ary education to ‘deserving’ children of the members to pursue business-orientated
studies.*’

Second, FABCOS elected office-bearers are salaried, even though not al work for
the organisation full time. Moshapalo argues that this makes the organisation more
democratic by ensuring that those dected are more accountable: those who are paid
have to account to the membership for their decisions and actionsif they wish to con+
tinue to receive their salaries. Elected representatives who work on avoluntary basis,
in this view, cannot be held accountable. Like FABCOS s structure, this assumption
may reflect the fact that it represents business people, who are more likely to seere-
ceipt of asalary as a key guarantor of accountability.

FABCOS has aso changed the nature of its membership from federal or associa
tiona (in which associations join it) to individual membership. According to Mosha:
palo, this is because the organisation is able to respond more specifically and there-
fore appropriately and productively to individual needs, rather than attempting to re-
spond to needs in ageneralised way. He believes expending resources on responding
to individual member needs is more cost-effective than attempting to tailor responses
toentire sectorsina‘onesizefitsall’ approach. He argues that assistance to members
should also beissue- rather than sector-based. For example, many entrepreneurs, in all
sectors, require I T skills, and so membership groups comprising individuals with the
same needs ought to be established. Resources can then be used more cost-effectively
as they are focused on responding to a range of people with the same needs, rather
than being diffused and diluted across a range of sectors comprising members with
different needs and demands.

FABCOSIs also part of awider aliance that aims to influence the social and politi-
cal environment on behalf of black business. It is affiliated to the Black Business
Council (BBC), founded in 1996 by black business and professional associationsin an
attempt to rectify perceived failings in both the organisation of black business and its
rolein the economy.® ‘It was formed in response to increasing frustration on the part
of various stakeholders, including the new democratic government, over the fragmen-

16 Section 21 of the SA Companies Act allows for the formation of companies ‘not for gain’, which are
then subject to regulation by the registrar of companies.

17 Telephonic interview, 20.6.01.

18 The BBC consists of 12 member organisations. The others (besides FaBcos) are the Association for the
Advancement of Black Accountants of SA (Basa); the Association of Black Securities and Investment
Professionals fssip); the Black Information Technology Forum giTF); the Black Lawyers Association
(BLA); the Black Management Forum gwr); the Congress of Business and Economics (CBg); the Islamic
Chamber of commerce and Industry {ccr); the National Federated Chamber of Commerce and Industry
(NaFcoc); the National Black Business Caucus (usc); the SA Black Technical and Allied Careers Or-
ganisation (sABTACO); the and SA Institute of Black Property Practitioners (sAiBpp).

14
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tation of black business formations and the lack of a common front for the develop-
ment and implementation of a nationa strategy on the development of the black busi-
ness sector.’ *° The rationale for its establishment also included the poor statein which
‘black business was in and continues to be in’.*°

Both observations question FABCOS s assertion that it has partially achieved thein-
tegration of informal black businessesinto the mainstream economy. The BBC argues
that ‘[b]lack business, in the main, has not moved from the largely informal and small
business sectors that it typically occupies. ... The “black economic empowerment”
initiatives of the past ten years have not resulted in any significant movement of a
critical mass of black peopleinto the key sectors of the economy.’ ** If this meansthat
FABCOS s goals are yet to be achieved, the BC aso implicitly questions the degree to
which FaBcos—and, to befair, other black business and professional associations--
have been able to influence the environment: ‘ There is still a very serious need for a
body that will help develop, implement, and monitor national initiatives that are
aimed at advancing blacks into the mainstream of the economy.* Consequently the
BBC sees itself as: The supreme representative of organised black business and black
professional organisations fostering the acceleration of black business into the main-
stream of the South African economy, so asto create wealth and economic growth.’**
This obviously begs the question of whether associations that seek to represent black
business in general, as opposed to sectoral or professional organisations, still have a
real orientation in seeking to influence events, rather than to offer services to their
members, a point to which this analysis will return.

Power through services?

Like most if not al membership-based csos, FABCOS offers its members services as
well as a vehicle for influencing policy. Unlike other csos, however, it also seeks
both to aid its members and to impact on its environment through investment.
FABVEST Investments Holdingsis, as noted above, responsible for thisinvestment,
and was created to house all the business interests of FABcoS, especidly in financial
service, tourism and leisure, technology and security. It also aims to accelerate the
process of black management development through training and skills transfer by
using its underlying investments to influence behaviour in businesses. Henceitscrite-
riafor evaluating investment opportunities are influenced by:
= jtsahility to influence and direct policies and product packaging that will better
suit the needs of the greater black society;

19 Black Business Council, unpublished document, n d.

20 fFaBcos, Corporate report 2000.
21 Black Business Council, unpublished document..

22 The #&sk of developing policy is being attempted by the black economic empowerment commission
headed by Cyril Ramaphosa. By mid-June 2001, it had released a report and was awaiting govern-
ment response to its recommendations.

23 Black Business Council, unpublished document.
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= the potential for FABVEST to add value to the investment by its ability to accessa
large target market — the FABCOs membership;

= the presence of a strong autonomous management team;

= job creation opportunities; and

= the potential for skills transfer and development.®*

Thisis, of course, amixture of ‘normal’ business criteria and explicit attempts to
use investment to influence the environment. But it raises two problems. First, what
are ‘policies and product packaging that will better suit the needs of the greater black
society’ ? How would this stipulation influence a concrete investment decision? Does
the company need to have a specified level of black ownership, or to seek to meet
black consumer needs? And if the latter, who decides what these are? Second, the
criteriamay often conflict, and it is not clear which takes precedence — would FABCOS
refuse to make alucrative investment if the social criterion was not met? The answers
are not clear. However, it should be noted here that a constant criticism of union in-
vestment companies has been that the social effects of investment take a back seat to
the usual criteria of profit maximisation.?® This possibility presumably poses a chal-
lenge to FABCOStoo. However, the key point here is that investment is seen as a key
element both of addressing FABcosand its members material needs as well asinflu-
encing the policy environment.

As implied above, FABCOSIis also engaged in providing a range of servicesto its
members. In order to assist their access to business opportunities, the section 21 com-
pany offers atender advice and professional services centre: the Tender Advice Cen-
treisaspecialist institution that provides practical project management for participant
contractor-members, who also receive more general business services. It helps mem-
bers with the preparation and submission of tender documents and approachesto ap-
propriate financia ingtitutions; it also facilitates project-based joint ventures among
contractors and established businesses. The centre assists participants with the regis-
tration of companies and close corporations, VAT registrations, and the preparation of
business plans. Licensing and accessing export markets are also addressed. It also
hosts workshops and seminars where specialists are invited to share their knowledge
with entrepreneurs, on a range of topics: from understanding the tax system to men-
toring them on aspects of managing their own businesses. The section 21 company
also has a professional business services centre, providing secretarial and administra:
tive services, and infrastructure, including postal box facilities, meeting rooms, and
messaging services for members.

Members are also introduced directly to the Johannesburg Stock Exchange (Jsg).
FABCOS believes it has ‘moved mountains' by elevating members whose roots were
firmly planted in the informal sector —taxi operators, taverners, and hawkers—to be-
ing investors in this previously exclusively white bastion. Through their shares in

24 raBcos, Corporate report 2000, p 16.

%5 See, for example, Deanne Collins, An open letter to Johnny Copelyn and Marcel Golding, South Afri-
can Labour Bulletin, 21 (1), February 1997, p 79.
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FABVEST, members are now owners of an investment portfolio including listed com-
panies such as M-Cell, Futurebank Limited, and Theta Group Limited. The mgjority
of members run retail or service businesses; inroads have also been made into manu-
facturing through some of the investments that FABcos hasintroduced to its members.

Another beneficiary of FABCOS Section 21 is the Community Development Trust,
which focuses on outreach. It offers education and training opportunities, as well as
job creation to communities in which FABCos members conduct business. Trustees
include non-FABCOS members, chosen for their expertise in areas such as education
and training. Barney Tsita, the head of thistrust, notes that most black empowerment
companies have minimal levels of participation in the management of the companies
in which they have invested, and that education and training in business are crucid if
they are to change this pattern — or indeed be aware of the use to which their invest-
ment is being put. Using dividends from the FABcos Trust, young management talent
is educated and trained, providing a pool on which empowerment companies can
draw. Some are also deployed into FABcosstructures. Another objective of thistrust
is to broaden the scope of those who benefit from BEE, and to extend the ambit of
FABCOS s influence. However, there is no detailed information on how this is to be
attained.

It could be argued that these services are integral to FABCOS s mission, since they
entail more than a set of incentives for membership not necessarily central to the or-
ganisation’s core purpose, such as the pension or medical benefits or cut-price buying
opportunities offered by some c30s. Rather, services are a means of enhancing the
capacity of black owners of small or informal businesses, and thus a means of ad-
vancing BEE in other ways. Moshapal o stresses the broader socia goals which, he
says, are achieved by the projects: a central FABCOS Objectiveisto assistinjob crea
tion via facilitating the establishment of businesses. ‘ The communalism approach
won't create jobs,” he says,”® implying that FABcos is doing more than merely ad-
vance its members immediate interests. He argues that job creation can be achieved
by assisting individual entrepreneurs, helping them increase their turnover and expand
their businesses, thereby transforming them from self-employed to employer. A key
guestion is the degree to which services can achieve this aim without changesin the
legal and policy environment, which FABCcOsis aso committed to pursuing.

Influencing decisions: advocacy and relations with the government

Since one of the key rationales for FABCOS s formation was to achieve change in the
racial composition of business, advocacy would be expected to comprise an important
part of itsactivity. Certainly, lobbying is an activity: the section 21 company’s objec-
tivesinclude researching macroeconomic and other issues relevant to the organisation
and its membership as well as communicating with members, building and retaining
FABCOS s membership base, and acting as a secretariat to the FABCOS executive
committee, which isits policy-making body. Assuch, it advises the executive on pol-

26 Interview, 4.7.00.
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icy and executes its decisions. While some of these tasks deal with routine organisa-
tional demands, they are consistent with an intention to lobby for policy change.

Lobbying does appear to take second place to service provision. FABCOSiS cur-
rently grappling with questions relating to its relevance in the current economic, so-
cial and palitica climate, and one subject of debate is the correct balance between
service provision and advocacy. Moshapal o, also the section 21 company’ shead, says
the question is being asked: ‘Are we alobby group or are we a service group? He
addsthat a consensusis developing in the direction of 20 per cent lobbying and 80 per
cent service.”’

This may be partly explained by Moshapalo’s observation that FABCos and the
government share a common agenda — clearly, lobbying is less of a concern if the
government is considered largely supportive of FABCOS s aims. Neverthel ess, FABCOS
insists that engagement with the government is a priority, even if the line appears
blurred between independent engagement and direct co-operation. According to
Moshapal o, it isimpossible for an organisation such asFABcosto distance itself from
the national programmes of government, sinceit is responsible for attemptsto create
an environment that will facilitate BEE. A more direct and explicit reason is that most
of itsmembers are affected, directly or indirectly, by government policies. For exam-
ple, if FABCOS attempts to assist small commercia farmers — or anyone operating in
agricultura sector of government land policies are likely to have an impact. Mosha:
palo also observes that ‘we have a very feisty government, and if we do not engage
with it, it will just do its own thing.’*® Insofar as FaBcosisinvolved in influencing
government policy, it is represented in the black business working group of an advi-
sory committee chaired by president Thabo Mbeki. The other three working groups
represent labour, big business, and agriculture. Cabinet ministers, drawn mainly from
the economic cluster, also attend these meetings. Depending on the issues on the
agenda, these include the departments of trade and industry; energy; finance; labour;
public administration; public works; and tourism. Each working group has separate
meetings with the president and departmental representatives, as well as joint meet-
ings, usually convened before and after national budget presentations, to discussinfla
tion targeting. They are guaranteed four meetings a year. FABCOSis also represented
in the business chamber of the National Economic, Devel opment and Labour Council
(NEDLAC). While the senior national leadership appears to be working closely with
the executive arm of national government on economic matters, similar relationships
are replicated at the provincial level. According to Zayd Boroko, Mpumalanga' s pro-
vincial co-ordinator, FABCOS is identified by the provincial government as a stake-
holder in major economic issues.”® He sees FABCOsas a serious player in shaping the
direction of the department of economic affairs. In North West, FABCOS has a

2 ibid.
28 Interview, ibid.

29 Interview, 7.5.01.
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monthly meeting to discuss its concerns with the finance and economic affairs de-
partment.

As evidence of FABCOS s concerns, and the degree to which these coincide with
the government’s, Moshapal o notes along set of issues for discussion drawn from a
proposed NEDLAC agenda, al of which are, he says, of interest both to FaBcosand the
government. They include the implications of the Insolvency Act and tariffs on job
losses; potential disputes over local government and public service restructuring;
making South Africa the leading emergent economy by increasing investment, im-
proving productivity and service levels, and increasing enterprise development and
tax morality and fighting corruption; human resource issues such as ‘ promoting eg-
uity and opportunity’ and ending discrimination; and development issues such as ad-
dressing poverty and providing basic infrastructure and services.

While this may express the current range of FABCOS s concerns, it is hard to find
in this list a set of issues directly related to those that prompted its formation. The
central question is presumably not whether FABCOS has a position on these issues, in
what way these reflect a distinctive black business perspective, and the extent to
which it is able to have them trandated into favourable decisions. It is common in
most market economies for businessto participatein arange of official forums> This
does not necessarily denote influence, but nor does it automatically mean that the
business cso has been ‘ co-opted’ into the government machinery inthe sensethat itis
advancing the government’s agenda at the expense of the interests of its members.
Thisis a matter for investigation: it depends on whether the cso hasgained its ‘ place
at thetable' at the expense of advancing an independent agenda; whether, on the con-
trary, it is strong enough to impose its agenda on el ected government; or whether the
relationship is a genuine exchange between the two. FABcosleadership boasts of hav-
ing more chances than most other csos to influence the policy-making process at al
levels of government (national, provincial, and local). The question remains as to
whether such opportunities have been maximised to serve the interests of its mem-
bers.

Perhaps inevitably, FABCOS leadership insists that the organisation is both inde-
pendent and autonomous of the state, and claims to have managed to play avery posi-
tiverolein influencing law and government policy infavour of its members. Accord-
ing to Gwala, the government takes FABCOS serioudly, as indicated by the following
examples: on very frequent occasions, it seeks advice from the organisation; as indi-
cated above, FABCOsis a significant player in the presidential working group; Gwala
happens to be vicepresident of the BBC; building contractors are said to have played
a significant role in framing housing legidation; and FABcoOS aso claims to have
played a mgjor role in the promulgation of the Preferential Procurement Framework
Act that governs the award of tenders.

Two points need to be made about these claims. Thefirst is that several of them,
such asthe vague claim that the government seeksFABCOS sadvice, or its presencein

30 Shaun Mackay and Khehla Shubane, Down to business: government—business relations and South
Africa’s development needs, Johanneshurg: Centre for Policy Studies, November 1999.

19



CENTRE FOR POLICY STUDIES

the working group and Gwala s statusin the BBC, do not, as noted above, necessarily
signify influence. The key test is whether FABCOSis able, when it needs to do so, to
persuade the government to act in ways other than it would have preferred. The sec-
ond isthat thislatter point is difficult to verify. Thusit is known that the Procurement
Bill was changed to ensurethat it was more favourable to black businessinterests. But
whether that was in response to FABCOS or due to other influences is unclear. One
current potential test is that Mbeki, after meeting the BeC in April, expressed con-
cern®! at the slow pace of BEE, and urged faster change. But there is no evidence yet
that this is to be accompanied by specific measures seeking to achieve this. So the
government is moving to a degree in the direction that FABcosindicates, but thereis
no clear evidence that FABCOSis directing the nature and pace of change.

As regardsrFABCOS s claim of autonomy, thisisclearly truein the sense that it was
not created by, and does not rely for its survival on, the state. However, in contrast to
many other csos which are broadly in the governing party’ s camp, FaBcos haslittle
or no criticism of government policy and action. Thereis, admittedly, some criticism
directed at provincial governments. the department of finance and economic affairsin
the Free State received the most severe judgement: its SMME desk was labelled a
‘waste of time' and was said to be ‘lacking in personnel’ and direction on how to im-
prove the conditions of informal black businessin the province. But thisisthe excep-
tion rather than the rule: Boroko in Mpumalanga expressed full confidence in how the
provincial government handled issues related to sSMMES and, as noted earlier, national
FABCOS leadership is very supportive of the government.

Thisis of course not necessarily a sign of inadequacy. Ccs0s are, as noted above,
entitled to support the governing party. The key question, however, is whether the
government has been so effective in meeting the needs of FABCcos members that the
favourable response is justified. Given the BBC' s — and, indeed, the president’ s—ac-
knowledgement that BEE is not progressing satisfactorily, either FABcos believes that
the slow progress is the fault of forces or circumstances beyond the control of the
government, or it isfailing to pursue with enough vigour the interests of its members.
Interviews conducted with members found support for this latter view.

Participation for some? Members’ perspectives

I's the FABCOS leadership’s positive view of the organisation shared by those it leads?
Does members of FABCOS s constituency believe it is fighting effectively for their
interests, and that they are allowed to participate in deciding the organisation’s posi-
tion and ensuring that the agreed view is acted on by the government? Interviews
conducted by the researchers suggest not.

First, some provincia offices lament the lack of financial support by the national
office which, they insist, paralyses them. Provincia funding comprises agrant of R2
500 a month from the national office, and a R50 affiliation fee from membersin their
province (each member pays R150 ayear of which R50 goes to the national office,

31 Mail & Guardian website, SA business, www.mg.co0.za, 19 April 2001.
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R50 to the provincial office, and R50 to the affiliated sector). In addition, provinces
receive extrafunds from corporate membership fees. While this may seemlikearea
sonable amount, the following running costs should be noted: office rental (some are
in the city centre); electricity; telephone hills; office equipment, such as rented fax
machines, computers and furniture; and a salary of one office bearer whoisworking
full-time. Some provincial leaders expressed a sentiment that provinces should be
allocated money in accordance with their own estimates of the funds needed to run
provincia activities. While this may appear to be amurky internal issue, awillingness
to allocate resources to the provinces may be an important influence on an organisa
tion’s ability to reach a grass-roots constituency.

The size of FABCOS s congtituency is not clear, sinceit is difficult to ascertain ex-
act membership figures. The national leadership was unable to provide a database or
an estimate of the membership. This could partly be because the organisation has a
high membership turnover, with affiliates frequently leaving as well as joining. This
could, of course, be seen as a symptom of an inadequate relationship with its constitu-
ency.

Certainly, members show alack of enthusiasm for both the provincial and national
leadership. One member went so far asto declare that the leadership was ‘ like a sailor
who takes a journey without a compass'. Many FaBcos members interviewed joined
it without full knowledge of it, and even now they seem to know quite little about it.
Some do not even know that FABCOsis a mother body, and to which sector they be-
long. One former executive member of a sector affiliated to FaBcosindicated that the
leadership in one province lacks direction. Leaders are accused of paying more atten-
tion to their own businesses than to the organisation’ s activities. In the Free State, itis
alleged that this factor led to the closure of the provincial officesin 1997. One mem-
ber accused the leadership at all levels of mismanagement, but produced no evidence
to back this claim. Nepotism is also claimed: an anonymous member alleged that ten-
ders were given to members according to ‘their status'.

In North West, some sectors are said to be weak because of the alleged intimida-
tion of FABCOS members by a white-owned company which is said to be co-opting
some members, and as aresult enjoys much success in accessing government tenders
The organisation is said to be ineffective in countering this. And, while optimism was
generally expressed in Mpumalanga, it too was quickly drowned by charges that
FABCOS is lacking in co-ordination and the dissemination of information. There
seemed to be an unsolicited consensus that the organi sation operated in avery uneven
fashion — ‘it istoo urban-biased’. The one rural area that showed signs of strengths
was that around Bushbuckridge; this could be explained by the fact that the provincial
chairperson lives there.

The claim that the leadership is too involved in its own business activities seems
to be a general perception among grass-roots members interviewed in various prov-
inces. These members claim that, at crucial moments, they have no one to turn to.
Thosewho areleft to run the provincial offices are usually not empowered to assist on
matters of substance, because they lack an adequate understanding of FABcosand its
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operations: they were there simply to answer the telephone and manage the fax ma
chines. This last claim was verified by the researchers: in the provincia offices of
Kwazulu/Natal and Mpumalanga, for example, those left to run the office in the ab-
sence of the leadership were content simply to state that the leadership was out. Be-
yond this, they could not assist.

This state of affairs casts doubt on Gwala s claim that the organisation is based on
a very high level of democratic participation by its membership.** FABcos manage-
ment appears to be relatively better structured at national than at provincia levels, yet
it is at the latter that the need for it is the greatest. Sectoral structures are weak, and
some do not even have local leaders. Even at the national level, as implied above,
FABCOS is hampered by the fact that only FABCOS Section 21 is provided with full-
time staff. In most provincial offices, only one full-time officer is available. Thisre-
sultsin serious difficulties for members who lack access to valuable information, and
who suffer when the co-ordination of activities is found wanting.

Theleaders are, to acertain degree, as critical of members asthe letter are critical
of them. Gwala expressed concern that a sizeable part of the membership suffered
from dependency tendencies, namely the belief that ‘ this black government owes us
business deals' . He worries that there is a sizeable culture of entitlement among some
members, and would prefer the membership to develop business skills rather than
complaining about the lack of opportunities from the government.

Both the national and some provincia |eaders expressed concern at the apparent
lack of commitment by members, particularly those at the grass roots. L Mogorosi,
FABCOS chairperson in the Free State, laments the general lack of commitment to the
activities of the organisation: some members seem to be reluctant to engage in organ-
isational mattersthat do not directly concern their sector, and tend to appear when the
agenda suits their interests. For example, one provincia leader noted that, if the gov-
ernment asked for tenders in a certain sector (such as building), there would be an
influx of members into that sector. Given that FABCOSis a business organisation, the
fact that members are motivated largely by immediate self-interest should not be sur-
prising, or cause for alarm; however, the leaders are clearly disturbed by what they
see as afailure to identify with the interests of black business in general, rather than
the immediate advantage to be gained from BEE for a black-owned company.

This claimed self-interest may offer a possible answer to the obvious question
posed by the membership complaints. why remain members if FABCosistoo ineffec-
tive or neglectful of membership concernsto offer an effective vehicle? One possible
answer is that the ‘glue’ of black identity is indeed powerful enough to ensure that
members retain acommitment to an organisation they see as unresponsive. The other
isthat it offers an opportunity for immediate gains -- access to tenders or other ser-
vices -- even if members are disenchanted with their vehicle. It is perhaps worth not-
ing that there is evidence of white businesses expressing disenchantment with their
associations while continuing to belong to them.

32 Interview, 3.5.01.
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Nevertheless, even if the accuracy of al these complaints about leadership are
conceded, they tend to confirm the view that FABCOS is not operating as a vibrant
channel for democratic participation by its constituency. The causes of this would
require much further investigation, although some possihilities will be suggested in
the analysis that follows.

Donors revisited: what you see is what you get?

This paper is part of aproject aimed at assessing the impact of foreign political aid on
C30s via changes in organisational capacity, internal accountability, and the ability to
influence government policy and legislation. It also seeks to ascertain whether csos,
in this case FABCOS, present a platform for the collective presentation of demands of
or proposals to the state.

Why then did donors fund FABCOS? One theory would point to FABCOS s history
and note that it was established in 1988 when the cold war, the ideological struggle
between the communist east led by the former Soviet Union and the capitalist west
led by the United States, had not yet ended. In this analysis, South Africawould have
been a particular concern for the west, given that the struggle against apartheid was
permeated by socialist inclinations, as evinced by the key role of the South African
Communist Party (sacP) in the fight against apartheid. American funders such as
usaID and ciPe would therefor jump at the opportunity of supporting ablack organi-
sation committed to capitalism.

This view would not claim that FaBcos fronted for the United States, but that it
provided an appealing antidote to socialism, holding, with other black business or-
ganisations such asNAFCOC, the prospect of aderacialised capitalism which would be
more secure, because of black participation, than the future of private enterprise
would then have seemed. In this view, funding advanced to FABCOs was not geared
towards building capacity for democratic participation and the expression of collec-
tive interests, but rather towards the establishment of a strong black business organi-
sation that could help ensure enhanced black access to the market economy.

An alternative approach could accept the perhaps obvious point that the United
States (and other western powers) would find the idea of building black participation
in the market economy attractive. But it would add that donors were aso likely to
endorse the liberal democratic view that busi ness associations can wield an important
political influence by holding the state to account. c1PE> explicitly adopts this view,
noting as a rationale for conducting ‘Business Association Training In Africa that
‘business can effectively advocate for responsible government and market-orientated
reforms’. Thisis, in part, areflection of the post-cold-war agendaof seeking to ensure
greater space for markets. But it also implies that business associationswill meet the
basic civil society test, namely to provide avehicle for citizensto ensure that govern-
ment operates in a way that conforms to their interests. So, while funding aimed at
trying to halt communism or opening possibilities for government practice and policy

33 http:/lwww.cipe.org/pub/women/index.html.
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friendly to the market system may differ only subtly, the key point isthat donors may
well have hoped to support a market-friendly organisation that would also try to en-
sure that government operated in a way which accommodated business's interests.

As noted above, it could be argued that funding for FABcoswas a successful do-
nor intervention. Much of the funding advanced to it was geared towards setting up
the organisation, assisting the effective management of its finances, and providing
training in starting and running businesses. When the money achieved itsaim, it was
stopped, FABCOS having become capacitated enough to no longer require funding.
But, if donor support was crucial in allowing FABcosto consolidate itself, did funders
get the sort of organisation the c1PE view implies: one vigoroudy lobbying for market
reforms and for government more geared to the needs of business?

The goals that FABcosembraces may be highly appropriate for ensuring that a so-
ciety does not become socialist. But they are far more difficult to reconcile with the
post-cold-war agenda of reducing intervention in the markets. FABCOSis premised on
an understanding of South African society which asserts that BEE requires state assis-
tance, for, by implication, white business control of much of the market economy will
block blacks acquiring afair share of assets unless the government intervenes to en-
sure this. FABCOs has therefore advocated more government intervention rather than
‘market-orientated reforms’. Also, the stress on identity means that the intervention
FABCOS seekswill explicitly takeinto account * non-economic’ considerations such as
race, creating further ‘distortions’ in, for example, competition for state procurement
— note Gwala's insight that some FABCOS members believe that ‘this black govern-
ment owes us something — business opportunities'. So if donors were indeed con-
cerned to support FABCOS in the hope that it would press vigorously for economic
liberalisation, they have largely been disappointed.

Nor does the evidence vindicate CIPE s hope that business associations such as
FaBcos will play a key role in holding the government to account. We have noted
already that it is difficult to establish whether Fascosdirectly influenced gover nment
decisions. But the reasons for this are important: that, to the extent that FABcos exerts
influence on the government, this is done behind closed doors; and that, if FABCOS
leaders believe national government is wanting, they seem unwilling to say so.

It is important to note here that -- besides the inevitable possibilities for informal
lobbying and the formal corporatist-style negotiation promised to some interests via
NEDLAC — the South African government affords civil society with various public
platforms for contributing to policy and legidative proposals. ‘at the green and white
paper stages, and during discussions of a draft bill by a parliamentary portfolio com-
mittee ....>* csos with far closer public links to the government regularly use these
vehicles to state their public position, allowing a check on the degree to which it is
trandated into policy and law. FABCOS, however, prefers to engage with the govern-
ment in forums beyond public view, dealing directly with the national department of
trade and industry and provincia sMME departments, thus ensuring that there is no

34 Anne Marie Goetz and Sarah Lister, The politics of civil society engagement with the state: a comparative
analysis of SA and Uganda, Institute of Development Studies, University of Sussex, 2001, p 10.
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evidence that policies or laws can be traced to the organisation’s initiatives or inter-
ventions.

The issue here is that, even if FABcosdid want to hold the government to account
-- and, with only minor small exceptions, there is no evidence that it does — its em-
phasis on using influence rather than relying on guaranteed rights and open politicsto
ensure a responsive government may compromise it too severely to make this possi-
ble. Or, to put the issue another way, FABCOS s identity-based aliance with the gov-
ernment can easily lead to a relationship of patronage between FABCOS, particularly
within the dlite, and the state. As ascertained from the interviews, the question of ac-
cessto state tendersis central to FABCOS business-- note the importance of tenders as
a source of membership interest in FABCOS activity. Since the state isin a position to
provide business opportunities to FABCOS, the latter’ sinclination to offer the * opposi-
tional perspective on government policy and practice’ * that may be an important
component of holding the state to account is severely limited. Also, athough FABCOS
stresses its role as a campaigner for BEE, it has not used the routine tools of campaign-
ing, preferring to stick to the strategy -- so typical of business associationsin al but
the most extreme circumstances-- of quiet lobbying. Whether thisresults from aten-
dency among business organisations to favour ‘ quiet persuasion’ rather than the mo-
bilisation of citizensor, at least latterly, stems from a belief that closeness to the gov-
ernment is a substitute for an organised, active, support base (also an assumption
made by white business in the apartheid era)*® is not unclear. But, since they rarely
unleash the energy of large numbers of citizens in its support, business attempts to
secure policy changes are rarely a vehicle for wider participation in government;
FABCOS S campaign for BEE is ho exception.

Also, the properties attributed to business associations may not be evident in
FABCOS s case because it appears to be more of avehicle for a cdlective of individu-
als advancing their own businessinterests than avehiclefor coherent collective repre
sentation on state policy and legislation. This claim is made not only because, when
the leadership claims to sit at the meetings with important government officials, it is
difficult to deduce whether they do so on behalf of the organisation or to advance in-
dividual business interests. But the leadership hasitself complained that members are
active only when their own interests are at stake.

Part of this problem lies in the fact that FABcosis a conglomeration of different
business interests whose only commonality is afairly wide definition of smallness or
informality - and racial identity, whose mobilisation tends to overshadow the expres-
sion of particular interests. Just as black consumers appear to feel no compulsion to
sacrifice their immediate interests in the wider cause of BEE, so individual and sec-
toral FABCOS members seem to see empowerment as a vehicle for meeting their needs
rather than seeing themselves as contributors to the realisation of the goals of black

35 Goetz and Lister, The politics of civil society engagement with the state, p 10.

3  Steven Friedman, Trading in turbulent tides, unpublished research on business and the transition,
1993.
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business asagroup. Thisisnot to say that thereis an inevitable conflict between iden
tity politics and the market: there are many examples of ethnic or national identity
being used to advance the economic prospects of its bearers. What does seem appar-
ent, however, isthat, for reasons outside the scope of this study, FABcosin particular
-- and perhaps organised black businessin general —hasfailed to find away of inspir-
ing black business people with the notion that the collective good of black business
overridesthat of particular businesses. This may also partly explain suspicions within
FABCOS primarily between the membership and nationa leadership but aso, to a
lesser extent, among some provinces and the national leadership, despite the fact that
each province has four representatives in the FABCOS electoral college.

Ultimately, FABCOS, or at least its leadership, is not geared towards ensuring good
democratic governance or enhancing membership participation within the organisa
tion. On this point, it should be pointed out that Moshapalo’s claim that the dominant
view sees 80 per cent of FABCOS activity as being a service provider to its members
may well reduce participation in the organisation by reducing members to passive
consumers of services. And Gwala suggests that the national leadership ‘ creates op-
portunities’ for the rank and file - in other words, the centre acts as trustee of the pe-
riphery. It is primarily a vehicle for accessing economic opportunities, with the na-
tional leadership appearing to act on behalf of rather than on the instructions of the
membership. And, with the leadership absorbed in its own business ventures, the link
with the grass roots is very thin.

This suggests another atom to our question: why do some members maintain their
membership despite their expressed dissatisfaction? Though this issue was not sub-
stantially addressed in the interviews, individual advantage appears to be the most
plausible reason. This is largely based on the belief that membership of FaBcoswill
enable business people to meet ‘important people’, and thereby secure the potentia to
net a business deal. That may be an important ingredient of business success. But it
does not lead to active citizen participation within civil society, serving to hold the
government to account.

To the extent, therefore, that donors expected FABCOSto become avigorousforce
for market reforms and a source of restraint on the government, they have been disgp-
pointed. While FABcOsmay have been asuccessfor donorsin terms of organisational
sustainability, as acontributor to democratisation it must be accounted another disgp-
pointment, fuelling further the conclusion that official donor interventionsin particu-
lar lack the strategic grasp of South African conditions to ensure that interventions
aimed at democratisation are likely to achieve their stated goals.

Conclusion: a sleeping giant?

Richard Crook notes several factorsthat could determine the strength of csos: acon-
stituency, and autonomy from the state and other organisations and funding sources
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because ‘leverage from donor support may constrain the way an issue is @-
proached’.>” How would these criteria apply to FABCOS?

It seems to enjoy assets that make for a powerful cs0: it is financialy self-
sustainable; it has a legitimate claim to represent particular constituencies, and the
notion that real democracy depends on the economic emancipation of the magjority of
black people enjoys wide acceptance in South Africa, within the ruling party as well
as among many other interests and individuals. But, while the approval of the govern-
ing party may place FABCOSin abetter position to lobby for its members, it also bears
the dangers of patronage. Moreover, the fact that much of FABcos membership de-
pends on state tenders raises critical concerns. It would appear that even the notion
that FaBcos is financially self-sustainable is questionable in the light of the substan-
tive dependence on state-initiated business opportunities.

There is no doubt that FABCOS s agenda speaks to a real need —itisgeneraly ac-
cepted that economic and socia inequalities running along racia lines pose athresat to
sustaining democracy. Therefore, c30s that attempt to help reverse the phenomenon
are contributing, directly or indirectly, to democracy’s survival and growth. But it is
neither clear that FABCOS s presence strengthens momentum towards that goal, or that
the foundation maintains sufficient internal democracy to give its members a sense of
belonging and of being part of an organisation that can enhance their impact on deci-
sions relevant to them.

Thus, while FABcosgeneratesits own resources, and may claim to be representa-
tive of agiven constituency, it may prove less likely to promote internal participatory
democratic practices or impact on policy and legislation, because access to economic
opportunities remains the main motivationa force.

To what extent does this flow out of the fact that FABCOSis a business organisa-
tion whose members regard the profit motive as central? Certainly, as noted above,
this may well create challenges that do not present themselves to other csos -- whose
members do not, for example, stand to gain from opportunitiesin the sameway. Nor,
as suggested above, does it automatically flow from the fact that FABcosis an iden-
tity-based organisation. It may simply mean, as suggested above, that it and its|eader-
ship have yet to find the key which would turn identity-based business associations
into a source of strength for black business as a group rather than an individual re-
source.

But it may also mean that in South Africa, just ascsosthat cut across the historic
racial divides to seek to build alliances based on other interests and identities have
been run aground by reality, so too is purely identity-based association limited by the
reality of economic interests. In essence, the FABCos study may support the conten-
tion that the relationship between interests and identities in South African civil society

37 Richard Crook, Strengthening democratic governance in conflict torn societies: civic organisations,
democratic effectiveness and political conflict, paper written for DFID-funded strengthening democ-
ratic governance in conflicttorn societies programme, and presented to the workshop of the same
name held in Jinja, Uganda, 7-10 December 2000, p 13.
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is complicated -- while identities dominate enough to prevent a purely interest-based
civil society, interests ensure that identity mobilisation aone is no sure route to
power.
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