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"Black companies only get about three percent of the R515 billion that JSE-listed
companies spend buying goods and services from other firms every year”
— Vuyo Jack, EmpowerDex, 2004

The Johannesburg Empowerment Exchange (JEX) is an initiative about merging black
economic empowerment and free-market thinking. It would organize itself like the brazenly
capitalist Johannesburg Stock Exchange, but with a long-term aim of helping companies
increase their purchases from black owned suppliers in a cost-effective way.

Companies that beat ‘procurement equity’ targets could sell credits on this exchange,
recouping some costs to come into compliance with governmental BEE transformation
objectives or mandates. Companies not meeting the mandates must buy the credits, giving
them an incentive to improve. By being a member of the exchange, violators agree to any
punishment that other members of the exchange may impose upon them.

The exchange will help price discovery by disseminating market information. According to
several policy implementation specialists in the area of BEE, the current estimates of the cost
of intensifying procurement equity are too high; we believe that the competitive forces of an
exchange should help lower them, and mitigate concerns that support for BEE could distort
markets.

The exchange will also help standardize the commodity because procurement equity may be
increased and BEE supported in many different forms, ranging from direct purchases from
black owned companies to engaging in joint ventures with black empowered companies. The
exchange will facilitate the creation of the market infrastructure and institutions for the
registration, clearing and settlement of contracts.

Data from the marketplace will help government officials determine what are reasonable
levels for preferential procurement. The initiative is designed to complement charter
processes.

AniCap Venture Partner’s work on the concept over the last seven years stems from its
passion that markets can lend themselves to solving social transformation problems.

The self-regulatory JEX is based on a set of principles, which will be agreed to by procuring
companies during a pilot exercise in South Africa. During the initial stages of the pilot, a
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feasibility study will be conducted by University of the Western Cape, University of
Johannesburg, and the University of Stellenbosch evaluating the viability of the exchange.

“The Johannesburg Empowerment Exchange is one of the most innovative
approaches to BEE that we've ever seen”
—Ben Smit, Bureau of Economic Research, RSA, 2004

Already, JEX integrates substantial intellectual capital developed elsewhere. It's design draws
heavily on the over $1 billion that was spent on Kyoto Protocol, Chicago Climate Exchange,
and the UK Emissions Trading Scheme; furthermore, it's obligate-and-offset model has been
inspired by dti's National Industrial Participation Programme.

Building on this, AniCap has invested considerable resources to develop stakeholder interest
from the black business community, the financial sector (including the JSE), and various
charter task groups. The initiative is well on its way toward being a black-owned and
operated initiative.

Next Steps
To take this initiative further, involvement from government is crucial now.

To unlock the non-government investment required to conduct the aforementioned feasibility
study, bilateral and multilateral funding organisations like the IFC have requested a letter
from Government, formalising their expression of interest to see the results of this study. And
to commence with the pilot, we prefer to focus on a sector that adds the greatest value to
government in demonstrating the potential of exciting new BEE initiatives like this one. All
private sector representatives to which we have shown this initiative have agreed that they'd
prefer to see Government’s (even conditional) support for this initiative before they commit
serious resources to participate in a pilot exercise.

The aim of both the feasibility study and pilot exercise is to provide Government with
information that it will find useful to best evaluate the policy and practical merits of the idea;
it will also provide our consortium with the opportunity to design a more effective exchange
solution that is in greater alignment with Government BEE policy directions and regulations.

We hope you'll agree that this initiative could make a powerful contribution to South Africa’s
economic transformation.

I wish to thank you for considering JEX, an innovative new approach to SME development
and South Africa’s black economic empowerment.

Best regards,

G Vi

David Monkman
Managing Director
AniCap Venture Partners
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Article about Johannesburg Empowerment Exchange written in Maverick Magazine in 2006:
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