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This paper examines the link between competition policy and Received 22 January 2024
inequality in developing countries. We outline the theoretical Accepted 15 October 2024

linkages between competition and consumption, ownership, and

distribution. We then discuss the specific contextual factors relevant 0 SO
X X wnership diversity;

to developing countries, such as concentrated product markets, broadening ownership;

labour markets characterised by high levels of unemployment, and B-BBEE; competition;

various political and institutional factors related to competition inequality

policy including constraints in competition enforcement. These

factors may lead to variation in outcomes relative to those seen in

more developed economies. It may also necessitate differences

in prioritisation and implementation of competition policies. An

assessment of the potential impact of traditional competition

enforcement in developing countries as well as newer legislative

mechanisms that may impact on inequality are discussed.
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1. Introduction

Ownership of assets, including land, businesses, stocks, bonds, and cash, plays an integral
role in determining economic inequality and distribution of wealth (i.e. the distribution
of wealth within a society) is an important measurement of economic inequality. High
levels of inequality have been linked with slower growth (Deininger & Olinto, 2000)
and higher levels of political instability (@stby, 2013) - though causality can run both
ways (Alesina & Perotti, 1996). Asset inequality can also contribute to the intergenera-
tional persistence of wealth inequalities (Bowles & Gintis, 2002). Asset inequality is
often particularly evident in the context of post-conflict, postcolonial, and developing
countries (Chancel & Piketty, 2021).

Over recent decades, research has shown that there has been both an increase in
inequality and in the share of wealth held by the wealthiest in society (Piketty, 2014).

Various policies have been developed to deal with enhancing ownership equity and
ownership dynamics, particularly in societies with high levels of inequality, or the histori-
cal dispossession of particular groups. Examples include Malaysia’s Bumiputera Empow-
erment reforms (Lee, 2021) and land reform initiatives in Korea (Jeon & Kim, 2000).
While these policies typically span a range of assets, including land, this paper uses

CONTACT Shaista Goga 8 shaistagoga@gmail.com

© 2024 The Author(s). Published by Informa UK Limited, trading as Taylor & Francis Group

This is an Open Access article distributed under the terms of the Creative Commons Attribution-NonCommercial-NoDerivatives License
(http://creativecommons.org/licenses/by-nc-nd/4.0/), which permits non-commercial re-use, distribution, and reproduction in any
medium, provided the original work is properly cited, and is not altered, transformed, or built upon in any way. The terms on which
this article has been published allow the posting of the Accepted Manuscript in a repository by the author(s) or with their consent.


http://crossmark.crossref.org/dialog/?doi=10.1080/0376835X.2024.2419128&domain=pdf&date_stamp=2025-05-16
http://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:shaistagoga@gmail.com
http://www.tandfonline.com

DEVELOPMENT SOUTHERN AFRICA 197

South Africa as a case study to discuss policies that have been designed to enhance own-
ership of firms and companies. This is done with a view to providing some suggestions
for future options to enhance ownership diversity.

The paper first discusses ownership of firms in a South African context. It briefly looks
at two types of policies that were developed to address diversity of firm and business
ownership. They are: legislation aimed at broad-based black economic empowerment
(B-BBEE), and competition policy. The paper discusses some of the benefits, as well as
challenges, experienced in implementation. It goes on to look at potential strategies to
expand the breadth of ownership in South Africa, with a focus on worker ownership.
The paper concludes by discussing the way forward.

2. The South African context

While there are different forms of wealth, including cash, land, housing, and other prop-
erty, and corporate equity - including shares of publicly traded funds - firm ownership
typically plays a significant role in wealth composition. Equity and firm ownership are
often more concentrated than other measures of wealth, including home ownership
and income.

South Africa is one of the most unequal societies in the world. South Africa’s income-
based Gini Coeflicient of 0.67 which is the highest in the world (Sulla et al., 2022). Chat-
terjee et al. (2020) found that the top 0.01% of the population hold 15% of household net
worth, with the top 10% owning 86%. As expected, the distribution of household wealth
in South Africa is extremely skewed. A high proportion of wealth is held in business and
company-related assets. This includes business assets, which make up 3.6% of total
household assets, pensions and life insurance - unfortunately not disaggregated but
which makes up 32.5% of assets and includes a proportion of stock-based holdings —
and stocks and bonds, which is also not disaggregated but likely includes a high pro-
portion of stocks (Chatterjee et al., 2020). Of this, the majority is held by the top 50%
of the population with higher proportions held by the wealthier. In particular, the top
percentiles of the population hold the bulk of stocks and bonds (Chatterjee et al., 2020).

The distribution of wealth in South Africa suggests that a factor to consider in policies
to reduce inequality is how to expand ownership of businesses and shareholding to the
broader population. This can be done on various levels. On one level, to expand the pool
of business owners there needs to be consideration for expanding entrepreneurship and
entry by new market participants. This is one of the arenas in which industrial policy and
competition policy, as well as complementary policies such as targeted training, may play
an important role. A second level is to expand the ownership of established businesses,
including listed companies, to a wider range of participants. This would expand both
ownership of business assets as well as the holdings of stocks and bonds.

While in many countries inequality typically has class dimensions, South Africa’s
post-apartheid context includes correlated racial dimensions. For example, if you con-
sider the percentage distribution of households by per capital expenditure in the last
income and expenditure survey it is clear that income distribution differs by race
(Figure 1).

This is largely a result of discrimination and dispossession during the apartheid era,
where black South Africans were challenged by laws governing their movement, policies
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Figure 1. Percentage distribution of households by per capita expenditure quintiles and race of
household head. Source: StatsSA Income and Expenditure Survey 2010/11.

that provided poor educational and healthcare and limited opportunities for growth,
while white South Africans benefitted from public policies (Seekings, 2007). High
levels of inequality have persisted post-apartheid (Francis & Webster, 2019).

As such, policies focused on ownership distribution include those that focus on racial
equity in ownership. Since democracy in 1994, South Africa has engaged in a series of
policies and programmes to empower groups and individuals. This includes policies
focused on black economic empowerment (BEE) and other policies focused on owner-
ship, such as competition policy. They have had some successes but also limitations
that this paper discusses them next.

Black economic empowerment policies

One of the objectives of the Reconstruction and Development Programme (RDP)
launched after independence in 1994 was the democratisation of the economy through
the deracialisation of business. It noted the following:

The domination of business activities by white business and the exclusion of black people
and women from the mainstream of economic activity are causes for great concern for
the reconstruction and development process. A central objective of the RDP is to deracialise
business ownership and control completely through focused policies of Black Economic
Empowerment. These policies must aim to make it easier for black people to gain access
to capital for business development. The democratic Government must ensure that no dis-
crimination occurs in financial institutions. State and parastatal institutions will also provide
capital for the attainment of BEE objectives. The democratic Government must also intro-
duce tendering out procedures, which facilitate BEE. Special emphasis must also be placed
on training, upgrading and real participation in ownership (RDP 4.4.6.3, 1 March 1994)

In the initial post-1994 period, several transactions were undertaken to enhance black
ownership, largely on an ad hoc and bilateral basis, outside of a specific framework.
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BEE was later codified through the publication of the Broad-based Black Economic
Empowerment (B-BBEE) strategy in 2003 and was followed by the B-BBEE Act, No.
53 of 2003. The implementation framework - the B-BEE Codes of Good Practice -
was published in 2007. The codes had three components: ownership, employment
equity, and preferential procurement. The Act was amended in 2014.

In addition to the generic codes, ownership requirements are also governed by various
sector codes. These typically vary from the generic codes, and typically contain more
extensive empowerment targets than the generic codes. Sectors with their own codes
include finance, forestry, property, tourism, construction, information communications
technology (ICT), marketing, advertising and communication, and agriculture.

The generic BEE codes have five key elements used to develop a score (Government
Gazette, 2019). Of these weights, ownership comprises a 25, while the remainder is made
up of other components. These include management control, skills development, enter-
prise development, supplier development, preferential procurement, and socio-economic
development. As such, apart from direct ownership, preferential procurement is also
used as a tool to stimulate black-owned businesses. Different requirements are in place
for firms of different sizes. This is based on annual turnover. The three key categories
are large enterprises (with a turnover over R50 million), Qualifying Small Enterprises
(turnover between R10-50 million) and Exempted Micro Enterprises (turnover under
R10 million) (Government Gazette, 2019). EMEs are deemed to have a B-BBEE recog-
nition level of Level 4 (where Level 1 is most empowered). Compliance is based on a
sworn affidavit or CIPC certificate. A QSE also has more limited requirements and auto-
matically gains a Level 2 rating if 100% black owned and level 2 if 51% black owned. If
not, then they must comply with two priority elements, one of which must be ownership.
In contrast, large enterprise entities must comply with all achieve a minimum of 40% of
annual net value targets.

For a large company the maximum weighting points for each element is as follows
(Figure 2):

Maximum weighting Example

Ownership 25 Eg. voting rights, economic
interest, realization points
Management control 15 (+4 bonus points) Eg. voting rights of board
members, executive
directors, management,
employees with disabilities.
Skills development 20 (+5 bonus points) Eg. Expenditure on learning
programmes,
apprenticeships and training
Enterprise and supplier | 40 (+4 bonus points) Eg. Preferential
development procurement, supplier
development, enterprise
development
Socio-economic development 5 Eg. contributions as % of
target

Figure 2. BBBEE code weighting.
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An Intellidex (2015) report noted that from 2000 to 2015, the 100 largest companies’
BEE deals in the Johannesburg Stock Exchange (JSE) generated R317 billion in value for
beneficiaries. This ranged by industry from a low 1.8% of value as a percentage of market
cap, to a more substantial 11.8% in mining. Furthermore, as of 2020, most sectors
achieved the ownership targets — with the exception of agriculture. As shown in
Figure 1, with the notable exception of agriculture, the level of black ownership in
large companies in many sectors is not insignificant. However, it is still far from reflective
of the demographics of the country. Furthermore, the technical rules related to owner-
ship, for example, the principle of ‘modified flowthrough” commonly used in determin-
ing empowerment which recognises a company as 100% black-owned if there is
participation of at least 51% even just once in the structure of a measured entity. This
means that the actual level of broad-based black shareholding in practice may be even
smaller a firm can achieve the equivalent of 100% ownership recognition without
being 100% black owned (Figure 3).

Besides the initial question as to the extent to which BEE policies have developed black
ownership in South Africa, there are also questions as to the distributional effects of BEE,
and the extent to which there is a concentration within the BEE shareholding as opposed
to a broader base. BEE deals can be structured in a range of ways with different beneficial
owners. This can include strategic investors, staff, broad based community schemes and
public schemes.

Several BEE deals are with strategic investors, including individuals and investment
houses, who often own multiple investments. Others are more broad-based with commu-
nity and staff components. For example, in the Intellidex study, 16% of BEE shares were
to staff schemes, 22% to broad-based community schemes, and 62% to ‘strategic
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Figure 3. Percentage of companies with different levels of black ownership by industry. Source: B-
BBEE Commission, National Status and Trends on Broad-based Black Economic Empowerment, 10
June 2020.
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investment partners’. With regard to the 20 largest deals by value between 2000 and 2015,
five of them were with strategic partners alone and nine had staff schemes (Intellidex,
2015). This has likely changed over time as certain company deals matured and as
new schemes were developed. Furthermore, strategic partners may include investment
vehicles that benefit a broader base. However, a few large BEE investment groups still
hold substantial amounts of the BEE shareholding.

In listed companies that announced BEE transactions in 2020 and 2021 there were
mixed structures. However, several recent large transactions are still fairly limited in
reach.

Balwins Property, for example, engaged in a deal to sell 10% of the company to a
special purpose vehicle (Balwins, 2021). The vehicle is 51% held by a single individual
with sector expertise; 24% by an individual black female; the remaining percentage by
black youth (Balwins, 2021). As such, a large proportion of the deal is concentrated in
a few individuals.

Dis-Chem’s founding family sold 10% of the company in BEE transactions to two con-
sortia (Dischem, 2021). It can be noted that one of the consortia are not fully black owned
and include a shareholding by a fund co-owned by the founder of Dischem, Ivan Saltz-
man who is not black (Dischem, 2021). The majority of the BEE shares (6.63%) were sold
to Royal Bafokeng Holdings which is a large BEE investment company with a range of
investments across the economy. While proceeds of these investment benefit the Royal
Bafokeng community, the Dischem deal does not have any component for the commu-
nity at large, or for general workers.

In contrast, other recent deals have been more focused on broader-based holdings and
employees. For example, while the details of a second empowerment deal in the banking
sector by ABSA for 7% of shares, of which 3% are for South African staftf and 4% for black
participants of Corporate Social Investment programmes (particularly those that focus
on education and youth employment) (Absa, 2023). In 2020, Momentum Metropolitan
Holdings Limited announced a 3% deal to benefit permanent employees (Figure 4).

There is criticism that, at least in the first decade after apartheid ended, black economic
empowerment was narrow and focused more on elite partners as opposed to the broader
population, including workers (Acemoglu et al., 2007). While this may reduce racial dis-
parities in ownership, it would not substantially impact on inequality. Subsequent iter-
ations of BEE policies and scorecards have focused more on broad-based
empowerment. There has been a greater emphasis on factors beyond ownership that
potentially have broader reach, such as skills development programmes and procurement.
However, absent from this emphasis is a focus on broad-based schemes. Elite ownership of
companies in the economy may assist in deracialising the economy, and strategic investors
may have a bigger voice in the direction of the company. While important, it does not go far
enough in reducing asset inequality. Considering ways to enhance broad-based ownership
of the economy is still important and relevant. The inclusion of employees can be a means
to enhance this broader ownership. This will be discussed further.

Competition policy

Studies have shown a link between the distribution of ownership, market power and
inequality (Ennis et al., 2021; Khan, 2017, Gans et al., 2019). A key reason for this is
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Figure 4. Distribution of BEE ownership by owner type for 20 largest deals 2015-20. Source: Data from
Intellidex, 2015, The Value of BEE Deals, Intellidex Research Report, available at https://www.intellidex.
co.za/reports/the-value-of-bee-deals/.

that increases in market power lead to increased rents to companies (Khan & Vaheesan,
2017). They also lead to a decline in the surplus to consumers who are paying higher
prices (Baker & Salop, 2015). Where consumers also have shareholdings in companies,
there could potentially be a neutral impact if the losses to consumption are regained
through profits from their shareholding. However, in practice the distribution of
product consumption and the distribution of ownership are typically different. Wealthier
individuals comprise a higher level of company shareholdings than they do of common
consumption bundles. This may be particularly true in instances where historical factors
have led to high levels of asymmetry in capital holdings across groups. This allows the
distribution of shareholding to be skewed relative to the population.

A second strand of policy that impacts on ownership is competition policy. The basis
for much competition policy and assessment relates to understanding the effects of
changes of ownership and control on concentration and competition in the market.
Competition policy traditionally impacts ownership in a range of ways, including:

o regulating mergers that increase concentration in ownership.

 engaging in market studies that also would typically look at barriers to entry for new
market participants.

e assessing and penalising large firms for exclusionary behaviour that impacts on
smaller firms’ entry or expansion in the market and thereby maintain concentration.


https://www.intellidex.co.za/reports/the-value-of-bee-deals/
https://www.intellidex.co.za/reports/the-value-of-bee-deals/

DEVELOPMENT SOUTHERN AFRICA e 203

In South Africa, competition policy was actively developed to address concentration with
a view to redressing the past. The preamble to the Competition Act notes, firstly, that
apartheid and discrimination in the past have led to excessive concentration of owner-
ship and control, and secondly, that the economy must be open to greater ownership
by a greater number of South Africans. It also explicitly notes a balance of the interests
of workers, owners and consumers, and is focused on development (South Africa, Com-
petition Act, 1990). As such, competition policy in South Africa has broader objectives
than many other jurisdictions (Fox, 2019; Hodge et al., 2012; Roberts, 2004). This is
clear throughout the Competition Act. For example, in South African competition
law, regulation over ownership is engaged in through approval of mergers and acqui-
sitions. This enables oversight to prevent unnecessary concentration of the economy.
The South African Competition Act allows for public interest considerations to be
weighed up in instances in which there is public benefit to an otherwise uncompetitive
merger. However, this is within the confines of specifically defined competition
markets rather than the economy as a whole.

Furthermore, recent amendments to the Competition Act have been made to
enhance scrutiny of dominant firms’ behaviour towards smaller companies, particu-
larly those owned by historically disadvantaged individuals (HDIs). These amend-
ments include s8.4 which prohibits a dominant firm in designated sectors from
treating small and medium businesses, or businesses owned by historically disadvan-
taged persons, in an unfair manner. This includes providing unfair prices or trading
conditions and to prevent them from avoiding purchases from the SME of HDI
owned firm in order to circumvent it. The provisions regarding a dominant firm’s
price discrimination in s9 have also been amended. It now prohibits price discrimi-
nation in instances that impede small and medium businesses and firms controlled
or owned by HDIs (Government Gazette, 2017). These provisions are novel interna-
tionally. While they have not yet been tested in legal proceedings, they hold
promise for creating a fairer playing field for new entry by smaller businesses, poten-
tially stimulating competition and entrepreneurship.

In addition to formal competition decisions, certain mergers in recent years have also
resulted in discussions with the Department of Trade, Industry and Competition (dtic)
and the Competition Commission which have led to conditions on mergers being ten-
dered by merging parties. This has been done to allay concerns over the public interest
effect of mergers on imperatives such as employment and economic empowerment, and
on smaller suppliers. This includes transactions discussed in Table 1, such as Walmart/
Massmart (Competition Tribunal of South Africa, 2010), AB InBev/SABMiller (Compe-
tition Tribunal of South Africa, 2016), Simba/Pioneer (Competition Tribunal of South
Africa, 2019).

By its very nature, competition policy seeks to prevent concentration of the economy.
However, this is the case within a relevant product market. It does not consider an aggre-
gation of ownership that involves corporate entities with market power in a range of
different markets, and how this inhibits entry and growth of smaller participants.
Neither does it consider the quantum of value beneficial owners hold in aggregate.
However, in recent years, South Africa’s competition authorities have considered less
conventional ways concerning ownership.
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Table 1. Summary of impacts of three mergers considered by the Competition Tribunal.

Walmart/ AB InBev/
Massmart SABMiller Simba/pioneer foods
Industrial development/investment
Investment R5.5bn investment overall; R1bn in
Pioneer
Supply chain development and local R100m Yes Yes
procurement
Enterprise development R200m R100m
Agricultural development R610m R300m
Social development
South African societal benefits R190m R600m and R200m in education
Employment
Moratorium on retrenchments Yes (2 years) Yes (5 years) Yes (5 years)
Job creation commitment 500 jobs created
Ownership
Worker ownership and B-BBEE Increase to 12.9%
Worker appointment of director to board Yes

Source: Authors own from Competition Tribunal Decisions cited above.

BEE and ownership considerations in mergers

A merger in South Africa is considered regarding its effect on substantially lessening or
preventing competition. If it does impact on competition, the next stages are to deter-
mine whether there is a technology, efficiency, or pro-competitive offset gain. It is also
necessary to consider whether the merger should be justified or prohibited on public
interest grounds as per s12(a)(3) of the Competition Act. These include the:

o effect on an industrial sector or region;

o effect on employment;

e ability of small and medium businesses, or those owned by historically disadvantaged
persons, to enter into, participate in, or expand in the market;

e ability to compete in international markets; and

e promotion of a greater spread of ownership, in particular, to increase the levels of
ownership by historically disadvantaged persons and workers in firms in the market.

There are two public interest considerations in a merger that are directly linked to pro-
moting a greater spread in ownership, namely s12(a)(3)(c) which is ‘the ability of small
and medium businesses, or firms controlled or owned by historically disadvantaged
persons, to effectively enter into, participate in or expand within the market and s12
(a)(3)(e) which is ‘the promotion of a greater spread of ownership, in particular to increase
the levels of ownership by historically disadvantaged persons and workers in firms in the
market .

These clauses were amended and added to in 2018 but have not been tested extensively
at this stage in comparison to other public interest justifications, such as employment,
which have been more commonly used.

However, the amendment was first assessed in the proposed acquisition by investment
company ECP Africa Fund of Burger King (South Africa) and Grand Foods Meat Plant.
Prior to the acquisition, Burger King SA was 68% owned by historically disadvantaged
shareholders (Competition Tribunal of South Africa, 2021). The proposed 68% acqui-
sition by international investors ultimately would lead to eliminating altogether the
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shareholding of historically disadvantaged individuals. On this basis, the Competition
Commission disallowed the merger despite the fact that the change in ownership
would have no impact on competition.

The prohibition appeared aligned with public interest considerations. Enhancing
ownership diversity in South Africa is a key policy objective; allowing the sale would
dilute this. Furthermore, prohibition would encourage companies purchasing other com-
panies to do so by entering into partnerships with HDIs that will ultimately increase
ownership diversity. However, this is not straightforward when viewed from the HDI
owners’ perspective. In the Tribunal the merger parties submitted that black shareholders
looking to unlock value would have to accept discounts if buyers need to factor in the
costs of an ESOP in pricing deals (Competition Tribunal of South Africa, 2021, par 34).

More broadly, a key issue is that where a black individual owns shares in a company
they would be disadvantaged if they unable to realise their investment potential by limit-
ing their sales to other black companies (to maintain the same ownership status). This
would reduce demand and effectively remove their ability to sell to international inves-
tors. In turn, restricting their disposal to a smaller pool of investors would likely reduce
the monetary value of their shares. Furthermore, it would in many ways create an uneven
playing field. For example, in the instance of two otherwise identical entrepreneurs, one
of whom was classified as an HDI and the other not, the result may be that the value
realised on the sale of the business by the black entrepreneur would be more limited
than the non-black entrepreneur. This is because the HDI owner would only be able
to sell to sellers with similar BEE credentials. This raises a question: Should such pro-
visions apply more broadly? If the answer is yes, is competition policy the correct
vehicle? Would it be more appropriate to have general reform to the BEE codes to
achieve a more consistent impact across the sector? As such, there are some questions
as to whether competition authorities engaging on issues of ownership in this manner
is constructive. Or might it actually be destructive of the value of ownership - ultimately
impacting the same individuals the policy seeks to empower. In the case of Burger King, a
settlement was arrived (Competition Tribunal of South Africa, 2021). The settlement
included:

¢ investment expansion commitments;

e increased number of outlets;

e increased number of permanent employees;

e supply commitments relating to local procurement; and

e a commitment to an employee share ownership programme.

While each of these components are beneficial to society — and useful to the public inter-
est — there is a question about whether this inadvertently raises the cost of doing business
with companies with existing HDI shareholding relative to those without. What would
this mean regarding the implications discussed earlier? A careful weighing up is required
where competition authorities make a judgment call that ultimately impacts on the shape
of business and trade. Consideration of BEE in mergers is important. But there are ques-
tions as to how best to implement the law so it is truly empowering in the long run and
does not have unintended negative consequences.
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As the country matures and there is growth in the size of HDI-owned businesses, an
additional area for consideration is how to assess the spread of ownership. This could, for
example, entail a shift to broad based ownership over conglomerate ownership. For
example, from a pure competition perspective it is important to assess the impact on
competition of transactions where consortia have investments across different asset
bases. There is a concern in economies with limited large institutional investors that
are concentrated in ownership. The concern is whether common ownership and inter-
locking directorships will have dampening effects on competition in particular sectors.
This can be a result of facilitating tacit collusion, or conscious parallelism, or by changing
the incentives to compete. Where there are limited numbers of large HDI-owned com-
panies with sufficient capital to engage in transactions, issues such as common ownership
and interlocking directorships may increasingly become apparent. As such, the absence
of broader efforts at expanding ownership could potentially result in continued concen-
tration of ownership of the South African economy. This economy, which has historically
rested in the hands of a few listed conglomerates, will, absent sufficient diversification of
ownership, potentially continue with additional large HDI-owned conglomerates devel-
oping with large investments across a range of industries in the South African economy.
While they would be are HDI owned, there is the potential over time for companies such
as this to develop power across a range of industries. There are benefits to having diverse
strategic investors, private equity funds, etc. However, as companies grow in scale it is
essential for regulators to consider how to interpret the term ‘greater spread of owner-
ship’ in terms of taking it further to a broader base. While this does not appear to be
an issue at present given the current ownership structure of the South African
economy, it is something to be borne in mind if the goal is ultimately to deconcentrate
the economy as well as to deracialise it.

Conditions on mergers

The Minister of Trade, Industry, and Competition has intervened in various mergers
based on public interest considerations. This has often occurred in instances where
there were negligible competition impacts. Notable examples include the merger
between Walmart and Massmart (Competition Tribunal of South Africa, 2010); the
merger between AB InBev and SABMiller (Competition Tribunal of South Africa,
2016) and SAB Coca-Cola, and the merger between Simba and Pioneer Foods. While
initially these conditions were largely focused on international companies, they are
now tendered across a range of transactions. In addition, they are also engaged in
absent intervention by the DTIC.

Some of the public interest conditions focused on broadening ownership in the
economy through supplier and industry development schemes. In the conditions
agreed in the most recent merger, there was a strong focus on ownership with a B-
BBEE condition designed to create worker ownership through a trust for 12.9% of the
equity of Pioneer. This trust would not be encumbered and not funded through loans
(Competition Tribunal of South Africa, 2019). Table 1 summarises the aforementioned
mergers.

Table 1 shows that the interventions have created some ad hoc industrial development
and ownership benefits. There are many additional mergers that have subsequently
included worker ownership conditions. This includes Coca-Cola, Shoprite, Pepsico,
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Cape Karoo, Omnia (DTIC, 2024). In the 2022/23 financial year alone the Competition
commission approved 22 mergers with ESOPs at a value of R22.9bn (Competition Com-
mission, 2023) However, this is not systematic. It only applies to specific circumstances in
which there is a merger before the competition authorities. It is therefore very limited
and specific. As discussed previously, a key concern would be the impact of specific inter-
ventions in companies facing merger proceedings as opposed to more consistent policies
being applied to a sector at large, and the gaps that this would create in broadening own-
ership. This is in contrast to other policies such as sector codes, or procurement require-
ments in government tenders which apply equally to all market competitors.

This does not mean competition policy should not play a role in ownership diversity.
Well-implemented competition policy, through enforcement of statutes prohibiting
abuse of dominance and exertion of market power, plays an integral role in reducing
new entrants’ barriers. It enhances diversity through creating a level playing field for
entry. In addition, complementary interventions in areas such as financing and business
development may be required. Regardless, well-enforced competition policy is essential.

Is shared ownership a way forward?

There are several considerations for how to increase ownership. One way of ensuring a
broader ownership is incentivising worker ownership and, in the case of resource-based
companies, such as in mining and certain types of tourism, extending ownership stakes
to the surrounding community.

Given that worker ownership relates to employees, and that there is typically limited
overlap in employment across firms, this immediately forces a more diverse shareholding
across the economy. From a developmental perspective this can contribute to a reduction
in inequality and more broadly based wealth distribution. However, there are also
market-based arguments for worker ownership. These include staff incentives, inducing
loyalty or worker lock-in, and reducing asymmetries in information between workers
and management (Alchian & Demsetz, 1972; Hansmann, 1990; Jensen & Meckling,
1976). Various research studies suggest that productivity and performance measures
are higher for firms with profit-sharing and employee stock ownership than for compar-
able companies (Blasi et al., 2017). As such, this paper proposes that incentivising worker
ownership be considered in the context of ownership discussions.

Next, the paper considers some of the models used for worker ownership and worker
control in companies that have been and can be used internationally. This is followed by
a discussion of worker ownership in South Africa.

Models for worker ownership

Worker ownership typically refers to models in which workers in a company have some
stake in its ownership. There are two key elements considered in ownership. Firstly,
control, including the right to hire and dismiss directors, and secondly, the distribution
of residual earnings (Hansmann, 1990). Worker ownership models vary. They range
from labour-managed firms or co-operatives, to models where employees have a share
in a company co-owned by non-worker shareholders. Some of the common models of
ownership presently used include the following (Toscanol, 1983):
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Co-operative ownership

In this model, labour has the controlling rights in a firm., The residual earnings from the
firm are distributed based on labour input, as opposed to capital contribution. This
model is also termed labour-managed firms. The typical labour-managed firm as
defined by the International Co-operative Alliance is based on seven principles (Inter-
national Co-operation Alliance, 1995, 2015), namely:

(1) voluntary and open membership
(2) democratic member control

(3) member economic participation

(4) autonomy and independence

(5) education, training and information
(6) cooperation among cooperatives

(7) concern for the community.

Partnerships and professional corporations common in service firms and the professions
are also typically a form of worker co-operatives (Hansmann, 1990).

Trust ownership and share vehicles

A second structure to provide employee shares is through employee ownership trusts
(EOTs) or share plans through a separate legal entity or vehicle. EOTs hold shares for
and on behalf of employees in the company. EOTs as a legal structure in the UK have
favourable tax incentives (HM Revenue and Customs, 2023). A trust or separate legal
structure can also be employee share option plans (ESOPs). ESOPs are plans or
schemes to make it possible for workers to invest in their own company’s stock (Hans-
mann, 1990). ESOPs can vary in structure and flexibility. They also vary in the extent to
which workers share in the company. This could include from employees owning the
majority of a firms’ stock to ones in which they own a small proportion. This means
the firm is ultimately investor-owned but workers are beneficially compensated.
Funding for ESOPs typically can come from three sources:

(1) employee funds, such as payroll deductions, bonus deductions and profit-sharing
plans;

(2) employer contributions; and

(3) external loans. These can, for example, be structured so that dividends pay off the
loan and the portion paid off is credited to employees (Gates & Saghir, 1995).

Direct ownership

Employees can be provided with direct ownership through individual employee stock
ownership. In the US, this can be structured through a retirement plan in which employ-
ees make pre-tax contributions from their pay that are often matched by the firm.
Employees receive beneficial shares in their own individual retirement account. When
they leave or retire they are paid out the value of those shares (Freeman et al., 2010).
Sometimes firms subsidise employee stock purchase plans on offer. This can include,
for example, share or stock options conditional on performance (Blasi et al., 2010). A
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variation is profit sharing. This allows employees a share of the company’s profits without
having ownership. There is also gain sharing in which workers are offered payment on
the performance of work units.

Shared control

A second aspect of shared ownership relates to control of companies. This provides
workers with a greater stake in the direction the firm takes and in the firms’ decisions.
The benefits of shared control include that decisions which contribute to inequality,
such as exploitation of labour and extractive business decisions, can be addressed
through worker representation at management and board levels (Gregori¢, 2022).
Examples include labour representation on boards of firms, and workers electing direc-
tors or representatives to boards.

Co-determination is another route with shared control. Co-determination typically
means that employees participate in regulation of working conditions, economic plan-
ning and decision-making. A key example is in Germany where co-determination is
enshrined in law. If a company has more than five employees, the employees can elect
works councils to represent their interests. In companies with over 500 employees, the
employees are entitled to elect representatives to the board of directors (Page, 2018).
The aim is to create a system with greater equality in capital and work, dialogue, con-
sideration of social development, and control of economic power (Page, 2018). This
occurs at both the individual establishment level as well as at company and group
level. Co-determination with Works Councils includes rights regarding social matters,
such as working times and the provision of social facilities. It also includes rights con-
cerning human resources, such as dismissals; and rights concerning economic planning,
including information on mergers, shutting down of branches, and changes in location.
At the supervisory board level, large companies require employee representatives at
board level. This ranges from one-third for companies with more than 500 employees
to half the board for companies with over.

2 000 employees (Michel, 2007). The European Union has employee representation
for 18 out of 25 countries.

Existing policy tools used internationally

A key question is: How is greater worker ownership to be encouraged? The options
include legislation mandating worker ownership in some form, and creating incentivisa-
tion. Given the benefits of worker ownership, various countries have created incentives
for worker-owned businesses, including tax incentives, subsidies and preferential pro-
curement as is expanded upon below.

Tax incentives

Several countries have tax incentives for employee stock ownership plans (ESOPs). This
includes the United States and the United Kingdom. In the US, for example, company
contributions to ESOPs are tax-deductible. The income of an ESOP fund is tax
exempt and there is deferred tax on distributions (Bauer, 2014). Likewise, in the UK
the disposal of shares to an EOT is exempt from capital gains tax as long as the trust
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is subject to certain conditions relating to fairness (Martin & Nutall, 2014). Furthermore,
EOTs can pay tax-free bonuses up to an annual threshold (Martin & Nutall, 2014).

Government subsidies and preferential policies

Various governments provide subsidies or preferential policies to stimulate employee
ownership. For example, Italy subsidises worker co-operatives through tax exemptions
and special credits, and grants construction co-operatives preferential treatment when
they bid for government work. Government subsidies for ESOPs have also been used
as instruments of privatisation (Gates & Saghir, 1995). Examples include incentives in
countries such as Jamaica, Chile, Poland, Hungary and Russia (Gates & Saghir, 1995).

However, more radical suggestions for enhancing worker ownership have recently
been posited. In recent election cycles in the US and the UK, several candidates proposed
policies to support worker ownership through mandatory employee ownership trusts for
companies of a certain size. These models are based on the Meidner Plan, a plan which
was developed but not implemented in Sweden in the mid-1970s, in which wage earners’
funds were proposed. Companies would be required to pay share levies that would be
used to issue share capital as a percentage of profits. This would be housed in a fund
that would be used to maintain investment. Up to 20% of returns would be used for
social purposes. After this, they would be transferred to fund boards appointed and
managed for public purposes. The purpose was to move from income distribution to
asset distribution. This was watered down to use as a payroll tax. The scheme was
wound up when a new government came in (Guinan, 2019). The Labour Party in the
UK under Jeremy Corbyn developed an inclusive ownership funds proposal. This
scheme would have any company with 250 or more employees create an inclusive own-
ership fund (IOF). This would require a donation of at least 1% of ownership each year
into the IOF, up to a maximum of 10%. Dividend payouts would be at a flat rate to all
employees up to a maximum of 500 British pounds each year, the remainder being
used as a social dividend for public services and to reduce inequality (Labour, 2019).

A very similar structure was suggested by US Democratic Party’s Bernie Sanders
(Sanders, 2020). His campaign for presidential candidate ran on a platform that included
a proposal for publicly-traded companies to provide 2% of stock to workers every year
until 20% is owned by employees through a democratic employee ownership fund
under a board of trustees elected by the workforce. As equal partners, employees
would have guaranteed payment. They would have the right to control of 45 per cent
of the seats on the boards of large firms (Sanders, 2020).

Elizabeth Warren, another Democratic Party candidate in the United States presiden-
tial nomination hustings, had similar proposals, including 40% of directors being elected
by workers for companies with over $1billion in revenue (Warren, 2020).

The entry of the gig economy has also led to discussions over fairer ways to benefit
workers using new forms of ownership as countervailing tools. The introduction of
Assembly Bill 5 in California would extend labour protection to independent contractors.
It has increased civil society discussions over what has been termed a Co-operative
Economy Act. They propose that structures termed co-operative labour contractors
are created as an intermediary between employees and gig companies. The benefit
would include negotiating power, ensuring a fair review and evaluation system, and
transparent methods for communications (Herrera et al., 2020).
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In South Africa, the Department of Trade, Industry and Competition has attempted to
incentivise worker ownership. The Companies Amendment Act Bill 2021 (Government
Gazette, 2021) Background and Rationale notes that the government is still looking to
address the issue of worker representation on company boards, and that it will be
dealt with in a future bill. Discussions have been held with business and labour about
these amendments (DTIC, 2021). However, in the interim the focus on worker owner-
ship has largely been through its interventions in terms under the Competition Act. Fur-
thermore, the IDC has focused on funding for worker trusts across sectors to facilitate
inclusion.

As such, various formulations exist for incentivising or mandating worker ownership
within countries. However, mandatory worker ownership is being further discussed. There
is the potential for introducing new structures into the digital economy as it develops.

Considerations going forward for South Africa

In the context of post-Covid-19 reconstruction, as well as the disruptions to business due
to digitalisation and the advent of platforms and the gig economy, there are new oppor-
tunities for considering ownership expansion to a wider cross-section of society. This can
occur through large policy interventions, or on a narrower basis with interventions
focused on particular groups of workers or individuals. Worker ownership is one
method to increase asset distribution that is typically broad-based. It has benefits for
workers as well as companies, and is widely being considered in policy discussions
locally and internationally. When large companies incentivise worker ownership there
are two approaches: ‘the carrot’ of favourable incentives, such as BEE points or tax incen-
tives. And, ‘the stick’ which is mandated by legislation where non-compliance can be
penalised. Mandatory requirements for worker ownership can be crafted through
various means, including amending company laws, or situating it within the larger
BEE framework. Choosing which structure to have requires careful consideration.

One option is separate legislation that runs parallel to the codes. Another option is a
reassessment of the codes and the weighting that maintains the incentivisation in the BEE
framework. As BEE scores impact on procurement both with the state and with private
companies, this may in itself provide an incentive to broaden ownership from a business
perspective. Additional points within existing BEE codes could be assigned for ownership
shares for workers. A change to BEE codes and levels may meet with some pushback
from companies already engaged in transactions with strategic partners or the commu-
nity but which have not incorporated workers into their structures. An alternative is a
separate scale with its own reporting requirements that fall under another legislative
framework. However, an additional structure with different requirements could be dupli-
cative from an administrative perspective. This option should be carefully structured to
ensure it is streamlined and effective. The efficacy of this type of legislated intervention
will also differ based on the requirements. Some questions to consider include:

e What should the requirements on the financing structure of the worker ownership
shares be?

e Should the framework be prescriptive regarding the extent to which shares are divi-
dend-financed, financed through other means, or unencumbered? Highly leveraged
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shares dependent on dividend stream will have a longer timeframe for creating value
for workers.

e Should there be any specification on lock-in periods?

o Should there be specifications on the type of vehicle used, for example, a trust or direct
shareholding?

o Will this be a once-off requirement under a similar principle to ‘once empowered,
always empowered’? Or would it require a continual shareholding by current workers?

e What about when workers retire?

While delineations are often decided on a company-by-company or case-by-case basis,
engaging in a mandatory framework requires deep thinking on these issues so that the
framework is crafted in a manner that is beneficial. There are also several questions
from a political economy perspective. For example, how should the workers’ trust or
share be managed? What is the role of trade unions? Is ownership sufficient if it is
passive, or is a share in control also required?

Another alternative is creating strong incentives for companies to engage in employee
share schemes on an entirely voluntary basis. This could, for example, be through clearly
outlined tax incentive schemes which allow for subsidisation of shares for workers to be
tax deductible. However, this needs to be carefully calibrated and considered. It should
not end up subsidising companies and wealthier workers - for example, through share
options for senior executives — at the expense of tax funded services to the poor.

Thinking about ways to incentivise worker ownership for different types of companies
outside of standard, large, listed companies may also hold promise. For example, incen-
tives for retiring sole proprietors, or family businesses, to sell to staff. An example would
be through reductions in capital gains taxes. This approach may also assist in devolving
ownership in different types of businesses.

Worker representation on company boards is another area that is being considered
from a government perspective. The impact of worker representation on businesses
could potentially have interesting effects on distribution of the surplus as well as
workers’ engagement in the company’s strategy and growth plans.

Competition policy should consider the impact of mergers on ownership - including
worker ownership - and it should be seen as a positive public benefit. However, this
benefit is limited and patchy in comparison to steadier sector-wide reforms.

Other policy areas include how to try to shape emerging sectors. Platforms that utilise
workers as independent providers, such as delivery or transport apps, use the services of a
range of small businesses. Co-operatives between these small businesses may be a way to
harness the benefits of the gig economy. At the same time, they could be creating a structure
that increases their bargaining power. They could negotiate for additional benefits of scale,
such as group vehicle insurance deals. This may go some way to protecting workers in an
environment of limited labour protection. Similarly, encouraging co-operatives may
benefit the informal sector so that small business owners are able to combine and build scale.

Conclusion

South Africa has various policies that impact on ownership diversity, enhanced equity,
and which provide a broader spread of ownership. However, there are challenges in
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the extent to which existing policies have led to ownership diversity that is truly broad-
based. Going forward, policy should focus on types of ownership interventions that will
spread ownership gains to diverse groupings, such as workers and communities.

Worker ownership is a useful tool. It can be mandated. But this may raise some
complexity in an environment of existing BEE codes and overlapping legislation.
Businesses that have already complied with BEE codes at some cost might push
back. An alternative may be reshaping BEE codes to enhance the weight on worker
ownership. Softer touch regulation in the form of tax incentives should be considered,
particularly where it may create real incentives for groups less compliant with BEE
codes to share in ownership. An example here is family businesses. Alternative policies,
such as competition policy, have a role to play but are likely to have a more dispersed
effect than sector-wide policies.

Going forward, disruptions as a result of digitalisation and Covid-19 may mean scope
for the introduction of new forms of ownership, such as co-operatives incorporating gig
economy workers or informal workers.

Disclosure statement

No potential conflict of interest was reported by the author(s).

Funding

This work was supported by Open Society Foundation for South Africa.

References

https://www.engineeringnews.co.za/article/balwin-initiates-bee-deal-2021-09-06

https://www.sharenet.co.za/v3/sens_display.php?tdate=20210830090100&seq=17

Absa, 2023. Absa Group Shareholders to approve landmarket B-BBEE transaction, 5 June 2023.

Acemoglu, D, Gelb, S & Robinson, JA, 2007. Black Economic Empowerment and economic per-
formance in South Africa, National Treasury, Non-technical Policy Brief. http://www.treasury.
gov.za/publications/other/growth/06-Procurement%20and%20bee/02-black%20economic%
20empowerment%20and%20economic%20performance%20in%20so.pdf.

African National Congress, 1994. The Reconstruction and Development Programme (RDP): A
policy framework.

Alchian, AA & Demsetz, H, 1972. Production, information costs, and economic organization. The
American Economic Review 62(5), 777-95.

Alesina, A & Perotti, R, 1996. Income distribution, political instability, and investment. European
Economic Review 40(6), 1203-28. doi:10.1016/0014-2921(95)00030-5

Baker, JB & Salop, SC, 2015. Antitrust, competition policy, and inequality. Georgetown Law
Faculty Publications and Other Works 1462.

Balwin Properties, 2021. Terms announcement relating to Balwins proposed Black Economic
Empowerment Transaction.

Bauer, JM, 2014. ABA Section of Taxation Quarterly, Summer, 2014, American Bar Association.

Blasi, JR, Freeman, RB & Kruse, DL, 2010. Creating a bigger pie? The effects of employee owner-
ship, profit sharing, and stock options on workplace performance, NBER chapters. In Douglas
L. Kruse, Richard B. Freeman & Joseph R. Blasi (Eds.), Shared capitalism at work: employee
ownership, profit and gain sharing, and broad-based stock options, 139-65. National Bureau
of Economic Research, Inc.


https://www.engineeringnews.co.za/article/balwin-initiates-bee-deal-2021-09-06
https://www.sharenet.co.za/v3/sens_display.php?tdate=20210830090100%26seq=17
http://www.treasury.gov.za/publications/other/growth/06-Procurement%20and%20bee/02-black%20economic%20empowerment%20and%20economic%20performance%20in%20so.pdf
http://www.treasury.gov.za/publications/other/growth/06-Procurement%20and%20bee/02-black%20economic%20empowerment%20and%20economic%20performance%20in%20so.pdf
http://www.treasury.gov.za/publications/other/growth/06-Procurement%20and%20bee/02-black%20economic%20empowerment%20and%20economic%20performance%20in%20so.pdf
https://doi.org/10.1016/0014-2921(95)00030-5

214 5. GOGA AND I. VALODIA

Blasi, JR, Freeman, RB & Kruse, DL, 2017. Evidence: what the U.S. research shows about worker
ownership. In Oxford University Press handbook of mutual, Co-operative and co-owned
business. Oxford University Press, 1-37. Oxford University Press, Oxford, UK.

Bowles, S & Gintis, H, 2002. The inheritance of inequality. Journal of Economic Perspectives 16(3),
3-30. doi:10.1257/089533002760278686

Chancel, L & Piketty, T, 2021. Global income inequality, 1820-2020: the persistence and mutation
of extreme inequality. Journal of the European Economic Association 19(6), 3025-3062. http://
dx.doi.org/10.1093/jeea/jvab047

Chatterjee, A, Czajka, L & Gethin, A, 2020. Estimating the distribution of household wealth in
South Africa. In WIDER Working Paper 2020/45. UNU-WIDER, Helsinki.

Competition Commission of South Africa. 2023. Annual Report 2022/23.

Competition Tribunal of South Africa, 2010. Reasons for Decision LM/73/Dec10 http://www.saflii.
org/za/cases/ZACT/2011/42.html.

Competition Tribunal of South Africa, 2016. Reasons for Decision LM/211/Jan16.

Competition Tribunal of South Africa, 2019. Reasons for Decision LM/108/Sept19.

Competition Tribunal of South Africa, 2021. Reasons for Decision IM053Aug21.

Deininger, K & Olinto, P, 2000. Asset distribution, inequality, and growth.

Department of Trade, Industry and Competition, Background Note and Explanatory
Memorandum.

Department of Trade, Industry and Competition (DTIC), 2021. Worker share ownership building
a shared prosperity: Worker ownership for an inclusive South African Economy. www.
stateofthenation.gov.za/assets/downloads/WSOP-A5-Booklet.pdf.

Dischem, 2021. Update announcement in respect of BEE transaction, notification of directors
dealing an change in beneficial interest.

DTIC, 2024. Worker share ownership, building a shared prosperity: Worker ownership for an
inclusive South African Economy.

Ennis, SF, Gonzaga, P & Pike, C, 2019. Inequality: A hidden cost of market power. Oxford Review
of Economic Policy 35(3), 518-549. http://dx.doi.org/10.1093/oxrep/grz017

Fox, EM, 2019. South Africa, competition law, and equality: Restoring equity by antitrust in a land
where markets were brutally skewed. CPI Antitrust Chronicle, Fall 2019 3(1). http://dx.doi.org/
10.2139/ssrn.3876527.

Francis, D & Webster, E, 2019. Poverty and inequality in South Africa: critical reflections.
Development Southern Africa 36(6), 788-802. doi:10.1080/0376835X.2019.1666703

Freeman, RB, Blasi, JR & Kruse, DL, 2010. Shared capitalism at work: employee ownership, profit
and gain sharing, and broad-based stock options. NBER.

Gans, ], Leigh, A, Schmalz, M & Triggs, A, 2019. Inequality and market concentration, when share-
holding is more skewed than consumption. Oxford Review of Economic Policy, 35(3), 550-63.

Gates, JR & Saghir, ], September 1995. World Bank Cofinancing and Financial Advisory Services
Group.

Government Gazette no 41294, Notice 1345 of 2017, 2017. Background Note on Competition
Amendment Bill, 2017.

Government Gazette no 42496, Notice 303 of 2019, 2019. Codes of Good Practice on Broad Based
Black Economic Empowerment.

Government Gazette no 45250, Notice 586 of 2021, Companies Amendment Bill, 2021. https://
www.gov.za/sites/default/files/gcis_document/202110/45250gen586.pdf

Gregori¢, A, 2022. Board-level worker representation, GLO Discussion Paper, No. 1136, Global
Labor Organization (GLO), Essen.

Guinan, J. 2019. Socialising capital: looking back on the Meidner Plan. International Journal of
Public Policy, 15(1/2), 38-58. doi:10.1504/IJPP.2019.099049

Hansmann, H, June 1990. When does worker ownership work? ESOPS, law firms, codetermina-
tion and economic democracy. Yale Law Journal 99(8), 1749-1816. doi:10.2307/796676.

Herrera, L, Justie, B & Koonse, T, 2020. Worker ownership, Covid-19 and the future of the gig
economy, UCLE Labor Center, SEIU-United Healthcare Workers West, October 2020.


https://doi.org/10.1257/089533002760278686
http://dx.doi.org/10.1093/jeea/jvab047
http://dx.doi.org/10.1093/jeea/jvab047
http://www.saflii.org/za/cases/ZACT/2011/42.html
http://www.saflii.org/za/cases/ZACT/2011/42.html
https://doi.org/www.stateofthenation.gov.za/assets/downloads/WSOP-A5-Booklet.pdf
https://doi.org/www.stateofthenation.gov.za/assets/downloads/WSOP-A5-Booklet.pdf
http://dx.doi.org/10.1093/oxrep/grz017
http://dx.doi.org/10.2139/ssrn.3876527
http://dx.doi.org/10.2139/ssrn.3876527
https://doi.org/10.1080/0376835X.2019.1666703
https://www.gov.za/sites/default/files/gcis_document/202110/45250gen586.pdf
https://www.gov.za/sites/default/files/gcis_document/202110/45250gen586.pdf
https://doi.org/10.1504/IJPP.2019.099049
https://doi.org/10.2307/796676

DEVELOPMENT SOUTHERN AFRICA e 215

HM Revenue and Customs, 2023. Taxation of Employee Ownership Trusts and Employee Benefit
Trusts, 18 July 2023.

Hodge, J, Goga, S & Moahloli, T, 2013. Public-interest provisions in the South African
Competition Act: A critical review. In Kasturi Moodaliyar & Simon Roberts (Eds.), The devel-
opment of competition law and economics in South Africa. HSRC Press.

Intellidex, 2015. The value of BEE deals, Intellidex Research Report. https://www.intellidex.co.za/
reports/the-value-of-bee-deals/.

International Co-operation Alliance, 1995. Cooperative identity, values & principles. www.ica.
coop/en/whats-coop/ co-operative-identity-values-principles.

International Co-operative Alliance, 2015. Statement on the Cooperative Identity. 1995; ICA,
Guidance Notes to the Co-operative Principles.

Jensen, MC & Meckling, WH, 1976, October. Theory of the firm: managerial behaviour, agency
costs and ownership structure. Journal of Financial Economics 3(4), 305-60. doi:10.1016/
0304-405X(76)90026-X

Jeon, YD & Kim, Y, 2000. Land reform, income redistribution and agricultural production in
Korea. Economic Development and Cultural Change 48(2), 253-268.

Khan, L, 2017. Amazon’s antitrust paradox. Yale Law Journal 126, 2017.

Khan, LM & Vaheesan, S, 2017. Market power and inequality: The antitrust counterrevolution and
Its discontents, 11 Harv. L. & Pol'y Rev 235, 235-294.

Labour Party, 2019. Real change labour manifesto. https://ucrellancs.ac.uk/wmatrix/
ukmanifestos2019/localpdf/Labour.pdf.

Lee, H-A, 2021. Malaysia’s Bumiputera empowerment regime: Systemic foundations, recent devel-
opments and comparisons with BEE, SCIS Working Paper. https://www.wits.ac.za/media/wits-
university/faculties-and-schools/commerce-law-and-management/research-entities/scis/
documents/Malaysia%20Bumiputera%20Policies.pdf.

Martin, ] & Nutall, G, 2014. Back to basics: The income tax exemption for employee bonuses. Tax
Journal.

Michel, H, 2007. Co-determination in Germany: The recent debate, Johann Wolfgang Goethe-
Universitdt Frankfurt, March 2007.

Ostby, G, 2013. Inequality and political violence: A review of the literature. International Area
Studies Review 16(2), 206-31. doi:10.1177/2233865913490937

Page, R, 2018. Co-determination in Germany - A Beginner’s Guide. Arbeitspapier 313, Hans-
Bockler-Stiftung. Diisseldorf.

Piketty, T, 2014. Capital in the twenty-first century. The Belknap Press of Harvard University
Press, Cambridge, MA.

Roberts, S, 2004. The role for competition policy in economic development: The South African
experience. Development Southern Africa 21(1), 227-43. doi:10.1080/0376835042000181499
Sanders, B, 2020. Issues: corporate accountability and democracy. https://berniesanders.com/

issues/corporate-accountability-and-democracy/.

Seekings, J, 2007. Poverty and inequality after apartheid. CSSR Working Paper No. 200 September
2007.

Sulla, V, Zikhali, P & Cuevas, PF, 2022. Inequality in Southern Africa: An assessment of the
southern African customs union (English). World Bank Group, Washington, D.C. http://
documents.worldbank.org/curated/en/099125303072236903/
P1649270c02a1f06b0a3ae02e57eadd7a82

Toscanol, DJ, 1983. Toward a typology of employee ownership.

Warren, E, 2020. Empowering workers through accountable capitalism.


https://www.intellidex.co.za/reports/the-value-of-bee-deals/
https://www.intellidex.co.za/reports/the-value-of-bee-deals/
https://doi.org/www.ica.coop/en/whats-coop/ co-operative-identity-values-principles
https://doi.org/www.ica.coop/en/whats-coop/ co-operative-identity-values-principles
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1016/0304-405X(76)90026-X
https://ucrel.lancs.ac.uk/wmatrix/ukmanifestos2019/localpdf/Labour.pdf
https://ucrel.lancs.ac.uk/wmatrix/ukmanifestos2019/localpdf/Labour.pdf
https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/documents/Malaysia%20Bumiputera%20Policies.pdf
https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/documents/Malaysia%20Bumiputera%20Policies.pdf
https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/documents/Malaysia%20Bumiputera%20Policies.pdf
https://doi.org/10.1177/2233865913490937
https://doi.org/10.1080/0376835042000181499
https://berniesanders.com/issues/corporate-accountability-and-democracy/
https://berniesanders.com/issues/corporate-accountability-and-democracy/
http://documents.worldbank.org/curated/en/099125303072236903/P1649270c02a1f06b0a3ae02e57eadd7a82
http://documents.worldbank.org/curated/en/099125303072236903/P1649270c02a1f06b0a3ae02e57eadd7a82
http://documents.worldbank.org/curated/en/099125303072236903/P1649270c02a1f06b0a3ae02e57eadd7a82

	Abstract
	1. Introduction
	2. The South African context
	Black economic empowerment policies
	Competition policy
	BEE and ownership considerations in mergers
	Conditions on mergers


	Is shared ownership a way forward?
	Models for worker ownership
	Co-operative ownership
	Trust ownership and share vehicles
	Direct ownership

	Shared control
	Existing policy tools used internationally
	Tax incentives
	Government subsidies and preferential policies


	Considerations going forward for South Africa
	Conclusion
	Disclosure statement
	References

