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Incentives and innovation needed to create jobs 
Featured in today’s Business Report - Paul Zille 
 
Decent work. The developmental state. Pro-poor growth. Making markets work for the 
poor. Inclusive business. The base of the economic pyramid. 
 
These terms and the ideas that underpin them are currently converging in a crucible of 
intense debate that reflects what is unquestionably the most important political-economic 
challenge of our time: the exclusion of vast swathes of South Africans from meaningful 
engagement in economic activity.  
 
Since President Zuma’s State of the Nation address, there has been a proliferation of 
proposals for policy change, regulatory reform and direct intervention to tackle this reality, 
with a particular focus on job creation. In most cases these emphasise, rightly, the 
necessity for partnerships between the state and the private sector, and for innovative 
approaches which go beyond the conventional instruments that have not delivered in the 
past. 
 

The hard reality of any long-term job 
creation strategy is that it will have to be 
rooted in a meaningful partnership with 
the private sector, one which reflects a 
vision for the more inclusive operation of 
our product, service and labour markets. 
This is not a second-best option, to be 
pursued as part of a clichéd public-
private partnership agenda. Rather it is 
rooted in the reality that real jobs are 
created by the private sector, and that 
the private sector is a remarkably heavy 
lifter when the conditions are right to 
deliver on development outcomes. The 
challenge is to get the incentives right.  
 
One such means of doing this is reflected 
in the experience internationally, and 
more recently in South Africa, of so-
called ‘enterprise challenge funds’ - a 

social venture capital instrument which incentivises private investment in profitable 
activities linked to high social impact.  
 
The challenge fund concept originates in the UK’s inner city regeneration programmes of 
the 1980s and ‘90s. After years of failed effort and investment by a succession of statutory 
development agencies, the idea of private developers being used as the vehicle for 
transformation was conceived. Developers were invited to propose and invest in solutions 
to blighted areas in exchange for incentives in the form of risk- and cost-sharing by the 

  
  
The  TSB  Sugar  Mill   in  Malelane   receives  most  of   its  
sugar   cane   from   small-‐scale   farmers.      TSB   Sugar  
received   funding   from  the  Shared  Growth  Challenge  
Fund  that  has  allowed  it  to  work  with  the  farmers  to  
increase   their  productivity,   create   jobs  and   increase  
income  for  local  farming  families.  

 



state.  
 
The key features of the challenge fund approach is that funds are allocated in the form of 
once-off, limited duration grants, via a competitive bidding process, conditional on 
matching contributions by successful applicants. The mechanism directly incentivises new 
investment and innovation in ways that combine profitability with demonstrable social 
impact.  
 
Importantly, and in keeping with the social venture capital nature of these funds, 
sponsored initiatives are allowed to fail - a crucial safeguard against the dependency, 
distortion and displacement that so frequently accompanies initiatives which benefit from 
ongoing subsidy and support.  
 
Translating this experience into the South 
African context and specifically to our 
need for innovative solutions to our crisis 
of economic exclusion, one can readily 
conceive of an ‘inclusive business 
challenge fund’ which operates on similar 
lines: One-for-one concessionary funding 
is made available to established 
companies (large and small) which invest 
in bona fide initiatives aimed at adapting 
existing business models (procurement 
practices, training, supply chain 
management etc.), new technologies and 
products, for application in poorer 
markets historically excluded from 
meaningful formal sector participation.  
 
One can also readily conceive of a ‘job creation fund’, whereby companies are challenged, 
in exchange for matched funding, to apply their expertise, value chains and proven models 
to directly contribute to the training, work exposure, incubation and partnership 
arrangements that are a crucial step towards the economic inclusion of people, particularly 
youth, who have never worked. 
 
As a reference point, consider the pro-poor revolution that has defined the financial 
services sector over the last few years:  low cost mobile money transfer services, electronic 
banking, market information services, financial literacy initiatives etc.. These resulted 
from the widespread availability and use by poor people of cell phones, which in turn was 
the product of the commercial innovation of the pre-paid voucher.  
 
At a stroke, this innovation (which was led by private companies to enable widespread, 
profitable communication by poor people) transformed the cell phone from being an 
expensive convenience device for rich people into an affordable communication tool 
accessible to even the poorest households across Africa.    
 
It would be simplistic to suggest that challenge funds of this kind would transform our 
legacy of duality and exclusion. That is not the point. What it offers is a powerful and 
immediate mechanism for the state to incentivise partnerships with the private sector – at 
various levels and across priority sectors – to tackle an urgent national challenge, which 
demands the alignment of the resources, expertise and capacity of both the private and 
public sectors in South Africa. 
The overriding criterion governing the operation of such funds would be: how can 
disbursements be used in conjunction with applicants’ own resources and initiative to help 
overcome the uncertainty, risks and costs that inhibit companies from adapting their 
existing business models to access new consumers and market segments that exist beyond 
their established channels, and which make up the proverbial ‘bottom of the economic 
pyramid’?  

  
  
Mobenzi  is  a  cell  phone  based  tool  that  allows  
unemployed  people  to  be  paid  for  tasks  like  
translation  and  market  research.    The  development  
of  the  Mobenzi  software  was  made  possible  with  
funding  from  the  Shared  Growth  Challenge  Fund.    



 
 
 

This is not about enhancing ‘corporate social 
responsibility’ or extending the social welfare 
initiatives of corporate SA. Rather, it is about 
incentivising corporate SA to use the power and 
reach of its core business to leverage sustainable 
development impact through the pursuit of more 
inclusive business practices - i.e. fulfilling core 
profit objectives while maximising the firm’s 
impact on sustainable livelihoods and the 
provision of affordable goods and services for 
low-income communities.  
 
The competitive, demand-driven and risk-sharing 
nature of these instruments would aim to ‘start 
races’ amongst innovative companies, rather 
than pursuing the failure-prone practice of 
‘picking winners’.  Fresh thinking and pro-poor 
innovation by established market players are 
directly incentivised. And the best ideas are 
rewarded with the risk capital they need to be 

tested, scaled up and replicated. The focus on established private companies ensures that 
existing organisational capabilities and economic infrastructure is leveraged. No need for 
the creation of new ‘development projects’, management bureaucracies or the 
appointment of armies of ‘development service providers’ that so typify conventional 
supply-driven approaches to poverty challenges.  
 
The foundation for the operation of such an initiative already exists in South Africa in the 
form of the Business Trust’s Shared Growth Challenge Fund, an enterprise challenge fund 
developed two years ago. The results of this pilot indicate that it has succeeded, across a 
number of sectors, in leveraging the capacity and experience of private partners to manage 
risk and introduce new technologies, techniques, products and markets. These are crucial 
ingredients of profitability and growth, and are directly relevant to poor and remote 
communities, emerging producers, workers and consumers, to which these businesses have 
historically lacked access.  
 
Initiatives funded by the facility involve agribusinesses (testing new models for engaging 
communal farmers as reliable, quality suppliers of high value crops); high-end design and 
branding specialists (developing linkages to traditional crafters and transforming the value 
and returns on their product); and ‘pro-poor’ ICT applications (which transform the cost 
and accessibility of basic financial services for poor and remote communities).  
 
In operation, these initiatives powerfully demonstrate the value of incentives in leveraging 
the influence of those ‘social entrepreneurs’ within private companies who want to pursue 
innovation around more inclusive business models, but who find themselves going against 
the corporate grain, or who are blocked by hierarchy, inertia and internal vested interests.  
 
It is a small step to convert this experience into a mechanism which at a national scale and 
in different sectors catalyses the necessary partnerships, innovation and investment needed 
to meet our country’s inclusive growth challenge. The instruments, experience and 
resources are available. Let’s do the work.  
 
Paul Zille is a partner at Genesis Analytics, an economic development advisory firm which 
manages the Business Trust Shared Growth Challenge Fund. This article is featured in 
today’s Business Report. Click here to view the article. 
 
For more information on the Business Trust, visit www.btrust.org.za 

  
  
Ardmore  Ceramics  received  funding  from  
the  Shared  Growth  Challenge  Fund  that  has  
allowed  it  to  expand  its  product  range  
allowing  them  to  increase  employment  in  
the  hills  of  Kwa-‐Zulu  Natal.    

http://tinyurl.com/64fz7ke


For more information on the Shared Growth Challenge Fund, visit www.sgcf.co.za   
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