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Who is Marcus Coetzee?
• Helps leaders to cultivate Strategic Clarity
• Social enterprise advocate
• Advocates for mixing social purpose & business thinking
• Works very closely with:
o Social Enterprise Academy
o Bertha Centre for Social Innovation and Entrepreneurship
o Imani Development
o Business Sculptors
o Citizen Surveys

• Served over 100 formal clients since 1996.
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Disclaimer:
Work with Other Experts
• I am a business strategist who helps
organizations to think clearly and develop
winning strategies.

Malcolm Boyd (Governance)

Peter Ross (B-BBEE)

• I am not a lawyer, chartered accountant,
governance or B-BBEE expert.
Nicole Copley (Law)

Fanie Nothnagel (Finance)

• I frequently work in consultation with
specialists in these fields (see alongside)
and suggest that you do likewise.
Cathy Masters (Finance)
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Bertha Centre at UCT GSB

Minefield of Confusion Constrains Thinking
• Strategy requires clear thinking.
• Fuzzy language and incorrect
assumptions undermine this.
• The topic of legal forms and social
enterprises is a minefield of
confusion and foggy language.
• My aim is to clear up common
misunderstandings and demonstrate
the versatility of social enterprises,
regardless of their legal forms.
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Ten Common Confusions about Legal Forms

Confusion 1:
Unclear What a Social Enterprise Is
• A social enterprise is an organization that adopts a
business-like approach to tackling a social or
environmental issue. It is a “social business”.
• Key ingredients include:
o It has an explicit social (or environmental) purpose
o It generates the majority of its income through
business activities
o It uses its profits to further its social mission
o It is accountable and transparent.
Ludwick Marishane developed Dry Bath, a clear
germicidal and moisturising gel, that can be used where
clean water is not available.
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Confusion 1:
Unclear What a Social Enterprise Is

DonorDependent
NPO

NPO with
Income
Activities

Social
Enterprise

High-impact
Business or
B-Corporation

Social Enterprise: Broad Definition

www.MarcusCoetzee.co.za

SociallyResponsible
Business

Traditional
Business

Some Social Enterprises in South Africa
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Confusion 2:
Don’t Utilize Full Versatility of Existing Legal Form
• Just like a “Swiss Army Knife”, legal forms
can be very versatile.
• Social enterprises tend not to exploit the full
versatility of their existing legal form before
the decide to register a hybrid.
• It is even possible to start a social enterprise
without registering a legal form.
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Confusion 3:
Poor Strategy Clouds Discussion on Legal Forms
• The conversation about legal forms can only
happen once the overall business strategy is
clear.
• Three common mistakes that social
entrepreneurs make:
o Choosing legal form(s) before strategy
designed.
o Choosing legal form(s) on paper before reallife testing has occurred.
o Trying to have their organizations do too
many different things as opposed to choosing
a niche and doing it extremely well.
www.MarcusCoetzee.co.za

Confusion 4:
Mixing Legal Forms and Accreditations Terminology
Non-profit legal forms:

For-profit legal forms:

•
•
•
•

•
•
•
•

Voluntary Association
Non-Profit Trust
Non-Profit Company
Section-21 Company (discontinued)

Private Company
Business Trust
Personal Liability Company
Close Corporation (discontinued)

NPO Accreditation from DoSD
PBO Accreditation from SARS (S30)
DDO Accreditation from SARS (S18A)
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A hybrid social enterprise contains a mix of
non-profit and for-profit legal forms.

Confusion 5:
Don’t Know About 2006 SARS Law Revision
The South African Revenue Services (SARS) will categorize non-profit organizations that have
been accredited as Public Benefit Organizations (PBOs) into one of three boxes.

The 2006 revision to the Income Tax Act means that business activities don’t “automatically”
cause loss of PBO status (Box 3). It expands Box 2 which suits social enterprises.
Box 1:
Non-profit
organization
retains PBO status
and is exempt
from income tax

Box 2:
Non-profit
organization
retains PBO status
and must pay tax
on profits from
business income

Keep PBO Status
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Box 3:
Non-profit
organization loses
PBO status and
must pay tax on
profits from
business income

Lose PBO Status

Risk factors for Box 3:
1. Organization is no longer
philanthropic.
2. Dominant activities no longer
public benefit.
3. Business activities are unrelated to
purpose and take over agenda.
4. Business activities clearly
resemble and compete with taxpaying businesses.

Confusion 6:
B-BBEE Socio Economic Dev Code and CSI
• Social enterprises with a for-profit or nonprofit legal form can provide services to
Corporate Social Investment (CSI)
departments.
• It’s only convention and the policy of certain
companies that grants are used to gain
Broad-Based Black Economic
Empowerment (B-BBEE) points for the
socio-economic development code.
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Confusion 7:
Holy Grail of Community Interest Company in UK

The Community Interest
Company (CIC) from the
United Kingdom’s is
frequently cited as the
holy grail of legal forms.
• Created in 2005
• Limited liability
company
• 10,000-11,000 CICs in
UK
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Obligations:

Benefits:

• Must have a social purpose
• Must report on social
impact
• Must report on directors
salaries
• Must report on dividends
• Must consult with
beneficiaries
• Asset lock
• Must pay tax on profits
• Cannot be a charity

•
•
•
•

Can be owned
Limited liability
Can pay directors
Logo that says
organization is a social
enterprise
• Sense of purpose and
clarification of role

Confusion 8:
Attempts to “Own” a Non-profit Legal Entity
•

No organization can own a non-profit legal
entity since there is no shareholding.

•

Two non-profit entities can agree in their
founding documents to cooperate with each
other.

•

Attempts by businesses to establish a nonprofit “wing” or “arm” are frequently misguided
and create a myriad of ethical problems.

•

In most cases it is better to simply cooperate
with an existing non-profit organization.
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The SAB Foundation has worked hard to protect its independence from
South African Breweries, and this is enshrined in its Trust Deed and
registered with the High Court. It owns 8.4 million shares in SAB.

Confusion 9:
Non-Profit Legal Entities and Investment
1. Both for-profit and non-profit legal
entities can receive donations, loans
and allow revenue participation.

2. For example:
o A number of corporates have donated to
businesses in order to advance their B-BBEE
scorecard. These donations have been
classified as a “business expense” or
“enterprise development expense” motivated
by self-interest.
o A non-profit legal entity can share the profits
of a stream of business income with its forprofit business partner or impact investor
investment. (a.k.a. quasi-equity investment).
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Guide for Legal Forms for Social Enterprises in SA from Bertha Centre.

Confusion 10:
Obsession with Hybrids and SPVs
1. Hybrid legal forms and special purpose
vehicles (SPVs) are currently
fashionable.
2. However, hybrid legal forms can cause
many unanticipated problems if created
for the wrong reasons.
3. Need to interrogate an enterprise’s
strategy and how it relates to policy and
legislation before choosing a hybrid.
4. No fast or general rules.
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This e-book examines when it is appropriate to start a hybrid
social enterprise.

Six Income Tactics for Social Enterprises with
Either Legal Form

Income Tactic 1:
Sell Directly to Individuals
• Siswe Nzima runs Iyeza Express, a bicycle
delivery service that collects chronic
medication from the clinics for the patients
who are too sick or too busy to go to the
clinics.
• Iyezo Express charges a small fee to its
1,000+ beneficiaries in Khayelitsha for two
pickups and deliveries per month).
• Graduate of Raymond Ackerman Academy
and one of Forbes top 30 young
entrepreneurs in Africa in 2014.
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Siswe Nzima on his bicycle at Iyeza Express.

Income Tactic 2:
Get Sponsorship from Marketing Departments
•

Siyavula is a social enterprise that provides a
range of technology products to encourage
children to learn maths and science.

•

Developed and distributed open-source maths
and science textbooks to 10 million children
that can be printed or viewed on an
smartphone.

•

Various corporates have sponsored Intelligent
Practice to 60,000 school children across
South Africa. This adaptable learning platform
enables children to practice maths and science
on inexpensive cell phones.
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Income Tactic 3:
Get Paid by CSI Departments and Foundations
•

Imani Development is an economic
development and research consultancy that
works throughout Africa. It serves a variety of
clients including donors and governments.

•

Contracted by DG Murray Trust in 2015 to help
establish a variety of self-funding projects to
improve transport for disabled people in South
Africa.

•

One of these is a partnership with Uber to
establish “Uber Access” in 2017 – a service
that enables people with disabilities to call
specially trained drivers and wheelchair
accessible vehicles (WAVs).

www.MarcusCoetzee.co.za

Travel with Rene will be one of the suppliers of the WAV
service of Uber Access.

Income Tactic 4:
Sell Skills Development or ED Services
•

Learn to Earn (LTE) is a social
enterprise that specialises in skills
development and job creation for
unemployed people from
disadvantaged backgrounds.

•

Runs a number of businesses (e.g.
GroundUp Coffee franchise).

•

Sells various enterprise development
services and learnerships to corporates
(e.g. E³ initiative helps graduates to
start their own businesses).
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Income Tactic 5:
Become a Supplier of Organizations
• Code4SA is a social enterprise that
promotes informed decision-making that
drives social change.
• It encourages data journalism and helps
organizations work with technology and
data, and use their data to tell powerful
stories.
• Runs an Academy and consults to
government and businesses, e.g:
o Parliamentary Monitoring Group
o Cape Town Budget Project
o Medicine Price Registry
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Snapshot from Code SA’s Data
Journalism Academy

Income Tactic 6:
Employ Beneficiaries and Sell to Public
• Brownies & downieS in Cape Town is
a training centre for people with
intellectual disabilities and a vessel to
create change and acceptance in the
South African culture.
• Special needs young adults are
trained to be employable in the
hospitality, service and retail sectors.
This is achieved in a coffee shop and
lunchroom that is open to the general
public.
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Wendy Vermeulen is a social worker and founder of Brownies and
downieS in Cape Town.

Other Considerations

When are Hybrids Appropriate?
When is it appropriate to establish a hybrid model for your social enterprise?
Your have a non-profit legal form and:

You have a for-profit legal form and:

1. Business activities are unrelated to
core mission and creating “mission
drift.”
2. Lack of skills or correct mindset in
organization.
3. Business activities resemble or
significantly compete with normal
businesses.
4. Legal protection.

1. Need to attract donations to further
your cause.
2. Stakeholders reluctant to deal with a
for-profit legal entity.
3. Social activities require a distinctly
different culture and skillset.
4. Don’t want the business focus to
undermine social focus.
5. Philanthropic activities needs to be
housed under a different brand.
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What is the Best Legal Form for Me?
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Lock “Social Enterprise” into a Business
Twelve ideas for how a social enterprise with a for-profit legal
form can incorporate social enterprise into its design:
1. Measure and report on social impact
2. Employ a marginalized group
3. Sell an ethical product
4. Sell shareholding to a non-profit
5. Reinvest the profits back into social impact
6. Develop social enterprises in supply chain
7. Certify your products
8. Minimize environmental impact
9. Run responsibly
10. Use infrastructure to do good
11. Adjust memorandum of incorporation
12. Get accredited as a B-Corporation.
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ePap is a highly nutritious porridge, manufactured by
Econocom Foods. It contains all the necessary vitamins and
minerals, and is sold to NGOs and feeding schemes.

Conduct Experiments and Evolve
• Social entrepreneurs should start their
journey by testing their theories and refining
their business model and products.
• Explore best ways to generate income.
• Conduct lots of experimentation, research
and conversations with beneficiaries and
partners.
• Other options:
o Build a brand before legal form
o Partner with another organization to incubate
social enterprise and manage finances and
admin.
www.MarcusCoetzee.co.za

Last Mile for BOP is constantly evolving. This spaza shop is using its
point-of-sales system to manage sales and logistics, get the best
wholesaler prices and sell social products.

Further Reading
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Thank you

Website: www.MarcusCoetzee.co.za
Linked-in: www.linkedin.com/in/coetzeemarcus
Twitter: @MarcusCoetzee
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