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A new year and a fresh start to corporate governance
ON NOVEMBER 1 the King
Committee and the Institute of
Directors in Southern Africa
published the King IV Report on
Corporate Governance for South
Africa (“King IV”).
King IV was developed in
response to international and
local developments in corporate
governance since 2009 when
King III, its predecessor, was
published. King IV replaces the
King III Report in its entirety
and applies in respect of
financial years that start on or
after April 1, 2017.
The stated objectives of King
IV are to:
• “Promote corporate
governance as integral to
running an organisation and
delivering governance outcomes
such as an ethical culture, good
performance, effective control
and legitimacy;
• Broaden the acceptance of
King IV by making it accessible
and fit for implementation
across a variety of sectors and
organisational types;
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• Reinforce corporate
governance as a holistic and
interrelated set of arrangements
to be understood and
implemented in an integrated
manner;
• Encourage transparent
and meaningful reporting to
stakeholders;
• And present corporate
governance as concerned
with not only structure and
process, but also with an ethical
consciousness and conduct.”
Although the principles of
corporate governance in King
IV do not represent a dramatic

shift from those of King III,
the following differences are
noteworthy:
In line with its objective to
make corporate governance
“more accessible” and “fit for
implementation”, King IV has
condensed the 75 principles
contained in King III into 17
“user-friendly” principles
(only one of which applies to
institutional investors).
King IV has shifted from an
“apply or explain” regime to
an “apply and explain” regime
where the application of the
principles is assumed.

Organisations are encouraged
to provide an explanation
of the extent and manner
of implementation of the
governance principles.
King IV adopts an outcomesbased approach (in line with
international trends) and
represents a positive shift away
from a rules-based mindset.
The intention is to ensure
that the relevant governing body
mindfully considers and applies
the principles of corporate
governance instead of merely
adopting a “tick-box” approach.
In this regard, King IV
also provides guidance on
how to apply the principles
and practices proportionately
according to the size, resources
and activities of a particular
organisation.
With a view to encouraging
the broader application of good
corporate governance, King IV
includes sector supplements
which provide guidance on the
application of the principles
by municipalities, non-profit

organisations, retirement funds,
small and medium enterprises
and state-owned entities.
Stakeholder inclusivity is
emphasised and disclosure
requirements (including those
pertaining to executive and
directors’ remuneration) have
been amplified.
Although only time will tell
whether the objectives of King
IV will be realised, the practical
and robust approach to good
corporate governance embodied
in King IV should be welcomed.
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Initiative building enterprise
SHIRLEY LE GUERN
WAS staying at home with my
mom, doing nothing and I saw
a poster for Abashintshi. So
I applied. It opened my eyes.
I eventually did a mini MBA and
understood what profit was about.
Now I have cash in my pocket and
I know how to save.
“I will be able to buy a bakkie
and cut the cost of transporting
goods to market. One of the big
things is the cost of travel.”
So says Mthobisi Shezi,
23, who was one of 36 young,
unemployed people recruited to
make a difference in both their
lives and their communities as
part of Abashintshi (Zulu for the
changers).
The initiative is a community
development project spearheaded
by Sappi Southern Africa and
development communication
agency DevCom.
The youngsters were
introduced to a system called
ABCD (asset-based community
development) which was
pioneered in Canada. This
involves personal development
training, budgeting and the
concept of the “the leaky bucket”.
It teaches how to identify
community assets and earning
potential and then ensuring
that money generated within
communities remains there.
“The sense of entitlement is
a common narrative in South
Africa - somebody must give me
something. But that reinforces
the belief that you are not worth
anything and can’t do anything.
People become paralyzed by that
mindset,” explains DevCom head,
Mari Lee.
“The people who live near
our plantations and mills often
look to Sappi for work. We can
only employ a limited number of
people directly or indirectly. But
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Second-year members of the Abashintshi initiative.
we can encourage young people
in these communities to look for
ways to create economic activities
in their homes and communities,”
adds Dr Terry Stanger, managing
director of Sappi Forests in South
Africa.
The forestry giant decided to
find a solution and did research
involving 600 people in nine
communities. This not only
revealed the very high levels of
unemployment – over 90 percent,
especially among those between 18
and 25 years-old – but that people
were disillusioned and feeling
both despair and anger.
The few people with jobs in
the area were either employed by
Sappi or were Sappi contractors.
Over two years, 36 unemployed
youngsters, known as Abashintshi
or changers, became agents of
social change.

The first group of 18 volunteers
from nine areas near Sappi
plantations was selected as part of
at pilot project last year. A second
group of 18 followed this year.
Members of the first group
who showed leadership potential
and had matric were selected for a
micro MBA programme, focusing
on their own earning capabilities.
Every month, after their
courses, the Abashintshi returned
to their communities to roll out
what they had learned, facilitating
numerous workshops. When
they returned for the next fourday course, they fed back their
progress.
DevCom’s Christine Breet
explains: “We got them to
keep money diaries. We asked
them to call meetings, keep
attendance registers, start taking
on responsibilities and to be

accountable. They responded
brilliantly. They got involved
in 92 initiatives that created or
bolstered 258 jobs and reached
about 18 000 people. It is at a micro
level, but it works.”
The changers mapped their
areas, logging resources that
extended from pumpkin patches to
crèches run by grandmothers.
Then they started discussions
about utilising these resources
and ensuring that as much of the
money gleaned from earnings and
social grant money stayed within
their local communities.
The Abashintshi did all
manner of things – from
organising holiday clubs for
school children to rejuvenating
chicken farms and brick-building
enterprises.
The dropout rate was zero and
their impact on their communities

has been enormous.
They reached more than
18 500 people, introduced the
ABCD concept to about 3 200
people, engaging with more than
2600 elderly, taught life skills to
8 034 youth and occupied 4 203
school children through holiday
programmes.
Around 330 people have been
taught basic business skills, which
has resulted in more than 120
micro enterprises either starting
up or being rejuvenated.
Many had previously received
start-up funds and included pig
or chicken farming, vegetable
gardens and brick-building
enterprises.
With renewed enthusiasm and
information and, based on the
ABCD concept, many community
members re-started their small
businesses.
Today, Shezi sells second-hand
clothing to his neighbours which
are significantly cheaper than the
chain stores in faraway towns.
He makes R12 000 a month and
has also opened a spaza shop that
brings in another R4 000 a month.
His is not the only remarkable
success story.
Witness Hlutankungu, 22, says
Abashintshi changed his life. “I
went back to my home, held a
meeting and spoke to the people
about how to make more money.
We have developed things like food
gardens, brick making and food
stalls. Instead of people going to
the supermarket, they can buy
food from the people who grow it
in their gardens.”
Sthembiso Dlamini, 26, sang
in the church choir and did
occasional bricklaying before he
was recruited to be a changer.
“I helped a granny grow a field
of cabbages and sell them in the
community. It made me proud to
see how I helped bring dignity and
a positive mindset.”

