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(0 O O Before 1994, South Africa had been ruled by a white minority governmentthat earned notoriety for its
apartheid [ racial segregation[] policy. In 1986, theUS imposition of sanctions led many American multinationals
such as AIG and IBM to divest their South African operations. In 1994, South Africa accomplished a peaceful
transition of power, with the black majority party, AfricanNational Congress [0 ANCLI , taking over power. ANC's
leader, Nelson Mandela,a Nobel peace prize laureate, served as its first post-apartheid president.Since then, South
Africa has embarked on a new journey toward political rec-onciliation and economic liberalization.Yet, doing
business in South Africa has always been risky. Although therisks associated with apartheid are well known,
managing risks in the post-apartheid era is no less challenging. Since 1994, South Africa has
introducedfundamental and comprehensive changes to its "rules of the game," unleash-ing both uncertainties
and-opportunities. The new democratically elected ANC government has adopted a Black Economic
Empowerment O BEE[] pol-icy aiming to increase blacks' share in the economy. Although
neighboringZimbabwe has violently expropriated land from white farmers and redistrib-uted it to blacks, the South
African government is committed to protectingproperty rights. BEE aims to accomplish its goals through peaceful
means.In principle, few South Africans disagree with BEE. Yet, there has beenmuch grumbling over the way BEE
has been implemented. This is becauseBEE is clearly intrusive, setting quotas and timetables in terms of
blackownership, executive position, employment, and affirmative action procure-ment. South African firms, which
are predominantly owned and managedby whites, are compelled to sell a substantial percentage [0 25% to 50%[]
oftheir equity to black-owned businesses and investors often at discountedprices. A number of leading South
African firms listed on the New York StockExchange, such as AngloGold, SAPPI, Sasol, and Telkom, have
disclosed BEEas a risk to shareholders because these firms cannot guarantee that BEEtransactions would take place
at fair market price. BEE also affects foreignfirms. Foreign firms interested in securing government contracts in
excessof $10 million are required to invest at least 30% of the sales in local black-owned firms. In the case of defense
contracts, the percentage increases to50%. Firms such as Sasol complain that in a country whose official
unemploy-ment rate is stubbornly high at 25% [0 which may really be as high as 40%[] ,BEE scares away
investment and deters foreign firms. Further, although BEEhas rapidly created a new black business elite, it has not
created jobs forthe millions of poor and unemployed blacks. In other words, BEE has slicedup the economic cake
differently but has done little to expand it. PresidentThabo Mbeki labeled firms such as SASOL "bigoted" and
accused them ofbad-mouthing South Africa’s attempt to address the legacy of racism.
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