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Strategic Management II (BA 441) 

Main Examination (Total: 100 marks) 


Questions 1-60 are Compulsory (Total: 60 Questions, 6 Exhibits) 

Each Question is 1 mark, Each Exhibit is ::; marks, and Proper Balance among Situation 

Definition and Analysis, Alternative Assessment, and Recommendation is 10 marks 

Read the case "Ndaba Ntsele: Entrepreneurial vision" and use it to write a complete 
strategic analysis. 

Introduction 
1. 	 Give a short account of the history of the company, and trace the evolution of its 

strategy. Try to determine whether the strategic evolution of the company is the 
product of intended strategies, emergent strategies, or some combination of the two, 
as well as what type ofmode the strategic decision is mad~. 

Considered current performance, mission, objectives, etc. 
Current Situation 

2. 	 Discuss the current performance of the company, whereby, how did the 
corporation perform the past year overall in terms of return on investment, market 
share, and profitability, as well as Z-Value and R&D intensity. 

3. 	 Discuss the strategic posture, whereby, identify the mission (analyze it according 
to the criteria below), vision, objectives, major goals, current business and corporate 
strategies [to include the propitious niche, BCG, strategic type, type of industry 
(fragmented or consolidated), business model, product life cycle, timing tactic, 
market location tactics, and Organizational Life Cycle], and policies of the 
company. In addition, explain if the current mission and objectives are appropriate 
in light of the key strategic factorS and problem.s, as well as if the mission and 
objectives should be changed, and how would this change affect the firm. 

Considered corporate governance 
Corporate Governance" '~-

4. 	 Indicate the Board ofOirectors, Top Management, and the Management Philosphy. 
In addition, try to establish whether the governance mechanisms that operate in the 
company do a good job 9f aligning the interests of top managers with those of 
stockholders. Evaluate the Board of Directors and Top Management, as well as 
determining wh~ther it uses agency or stewardship theory and the degree of 
involvement 

5. 	 Who is the CEO of the company? Evaluate the CEO's leadership capabilities. Is 
the CEO a transformational leader? 
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Stated strategic factors clearly and concisely 

Analysis ofStrategic Factors (SWOT) 
6. 	 Do a preliminary analysis of the internal strengths and weaknesses of the company 

and the opportunities and threats that it faces in its environment (SWOT 
Summary/Overall Assessment). Calculate the Total Weighted Score, and described 
whether you would invest in this company. In addition, based on this analysis, 
identify the strategies that you think the company should pursue. 

Considered both immediate and long term problems 
7. 	 Major Issues. Identify the major issues the company IS facing based upon 

question 6. 

Analysis and Diagnosis of the Issues 
External Environment: Opportunities and Threats 

8. 	 Identify any strategic groups that might exist in the industry. How does the 
intensity ofcompetition differ across these strategic groups? 

9. 	 How dynamic is the industry in which the company is based? Is there any evidence 
that innovation is reshaping competition or has done so in the recent past? 

10. In what stage of its life cycle is the industry in which the company is based? What 
are the implications of this for the intensity of competition, both now and in the 
future? 

Dealt with societal trends 

11. Macro-Environment/Societal Environment. 	Are any changes taking place in the 
Macro-Environment/Societal Environment that might have an impact, positive or 
negative, on the industry in which the company is based (Sociocultural, 
Technological, Economic, Ecological, Political-legal)? If so, what are these 
ch~ges, how might they affect the industry, and which are the opportunities and 
threats? 

Dealt with industry opportunities and threats 

12. Task Environment. Apply the five forces model for the industry in which the 
company is based (Bargaining Power-Buyers, Bargaining Power-Suppliers, Threat 
of New Entrants, Threat of Substitutes, Rivalry), as well as the sixth force ­
Stakeholders. Indicate the intensity, whether High, Medium, or Low, as well as 
bullet point at least three factors to substantiate the intensity level. What does this 
model of the Task Environment tell you about the nature of competition in the 
indUStry? 

Internal Environment: Strengths and Weaknesses 
13. Corporate Structure and Stage. Draw an organizational chart showing the main 

way in which the company groups its activities. Based on this chart, decide what 
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kind of structure (functional, product, or divisional) and stage the company is 
using. 

14. How large is the company as measured by the number of its employees? How many 
levels in the hierarchy does it have from the top to the bottom? Based on these two 
measures and any other information you may have, does the company operates with 
a relatively tall or flat structure? Does the company have a centralized or 
decentralized approach to decision making? 

15. What changes (if any) would you make to the way the company allocates authority 
and responsibility? 

16. Why did the company choose this structure? 	 In what ways is it appropriate for its 
business model? In what ways is it not? 

17. How does it design its structure and control systems t9 strengthen its business 
model? For example, what steps does it take to further cross-functional integration? 
Does it have a functional, product, or matrix structure? 

18. Does the company use a multidivisional structure? Why or why not? 	 What crucial 
implementation problems must the company manage to implement its strategy 
effectively? For example, what kind of integration mechanisms does it employ? 

19. Corporate Culture. What role does the top management team play in creating the 
culture of the organization? Which attribute does it have (intensity or integration)? 
Can you identify the characteristic norms and values that describe the way people 
behave in the organization in terms of moral relativism, Kohlberg's level of moral 
development, and the guidelines for ethical behaviour? How does the design of the 
organization's structure affect its culture? 

20. How does the company's culture support its business model? 	 Can you determine 
any ways in which its top management team influences its culture? 

21. Based on this analysis, would you say the company is coordinating and motivating 
its people and subunits effectively? Why or why not? What changes (if any) would 
you make to the way the company's structure operates? What use could it make of 
restructuring or reengineering? 

Identified internal strengths 

Identified internal weaknesses 

22. Value 	Chain Resources. Evaluate the structure, culture, and value chain 
resources (Marketing, Finance, R&D, Operations, Human Resource Management, 
and Information Systems) of the company. What is the Centre of Gravity of the 
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company? What are the core and distinctive competencies of the company, as well, 

as its strengths and weaknesses? 

23. What are the sources of the company's distinctive competencies? Which functions 
are most important to it? How does the company design its structure, control, and 
culture to enhance its (a) efficiency, (b) quality, (c) innovativeness, and (d) 
responsiveness to customers? 

24. What role have prior strategies played in shaping the distinctive competencies of the 
company? What has been the role ofluck? 

25. What are the barriers to imitating the distinctive competencies of the company? 

26. Do 	 the strategies the company is pursuing now build on its distinctive 
competencies? Are they an attempt to build new competencies? 

,c 

27. Identify whether the company has a competitive advantage or disadvantage in its 
primary industry. Its primary industry is the one in which it has the most sales. 

28. Is there any evidence that the company finds it difficult to adapt to 	changing 
industry conditions? If so, why do you think this is the case? 

Evaluation of Alternative Strategies 
Distinguished between symptoms and underlying problems or causes 

Distinguished between fact, opinion. and own inferences 

Recognized all important factors 

Avoided excessive rehash of/acts 

Reflected good understanding ofmaterial 

Brought in outside infOrmation as appropriate 

Utilized relevant strategy concepts to aid understanding 

Functional- Level Strategies 
29. What are the attributes of the majority of customers purchasing the product of the 

company (for example, are they early adopters, early majority members, or late 
majority members)? What does this tell you about the strategic issues that the 
company is likely to face in the future? 

30. What is the dominant product technology used in the industry in which the company 
is based? 

31. Did the dominant technology in the company's industry diffuse rapidly or slowly? 
What drove the speed of diffusion? 
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32. Where is the dominant technology in the company's industry on its S-curve? 	 Are 
alternative competing technologies being developed that might give rise to a 
paradigm shift in the company's industry? 

33. Evaluate the competitive position of the company in the light of your answer to 
questions 23. Explain what, if anything, the company needs to do to improve its 
competitive position. 

Business-Level Strategies 
34. In what kind of industry environment (for example, embryonic, mature) does the 

. company operate? Use the information from questions 8-12 to answer this question. 

35. How differentiated are the products or services of the company? What is the basis 
of its differentiated appeal? 

36. What is the company's strategy toward market segmentfltion? 	 If it segments its 
market, on what basis does it do so? 

37. What generic business model is the company pursuing? How has it formulated and 
implemented a set of business-level strategies to pursue this business model? 

38. What are the advantages and disadvantages associated with the company's choice of 
business model and strategies? 

39. How could you improve the company's business model and strategies to strengthen 
its competitive advantage? 

40. Discuss how the company has attempted to 	develop strategies to protect and 
strengthen its business model. For example, if the company is operating in an 
embryonic industry, how has it attempted to increase its competitive advantage over 
time? If it operates in a mature industry, discuss how it has tried to manage industry 
competition. 

41. What 	 new strategies would you advise the company to pursue and thus its 
competitive advantage? For example, how should it attempt to differentiate its 
products in the future or lower its cost structure? In addition, evaluate the current 
business-level strategy. 

42. Based on this analysis, do you think the company will be able to maintain its 
competitive advantage in the future? Why or why not? 

Corporate-Level Strategies 
43. On the international level, what 	are the cost pressures and pressures for local 

responsiveness in the industry in which the company is based? What implications 
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do these pressures have for the strategy that the company might pursue if it chose to 
expand globally? 

44. Has the company ever pursued a horizontal integration strategy? 	 What was the 
strategic reason for pursuing this strategy? 

45. How vertically integrated is the company? 	 In reaching your assessment, also 
consider the bureaucratic costs of managing vertical integration. If the company 
does have vertically integrated operations, is it pursuing a strategy of taper of full 
vertical integration? 

46. Based on your assessment in question 45, 	do you think the company should (a) 
outsource some operations that are currently performed in-house or (b) bring some 
operations in-house that are currently outsourced? Justify your recommendations. 

47. Is the company involved in any long-term cooperative relationships with suppliers 
or buyers? If so, how are these relationships structured? Do you think that these 
relationships add value to the company? Why? 

48. Is 	 there any potential for the company to enter into (additional) long-term 
cooperative relationships with suppliers or buyers? If so, how might these 
relationships are structured? 

49. Pick one new industry that the company has recently entered. Identify and evaluate 
its rationale for entering this industry and the company's strategy for entering this 
industry. Do you think that this was the best entry strategy to use? Justify your 
answer. 

50. Do you think that the addition of this business unit to the company has added or 
dissipated value? Again, justify your answer. 

51. Pick one industry that the company has recently existed. 	 Identify the company's 
rationale for pursuing a restructuring strategy and the company's strategy for exiting 
this particular industry. Do you think that this was the best exit strategy to use? 
Justify your answer. 

52. In general, do you think that exiting from this industry has been in the company's 
best interest? 

Recommendations 
53. Recommendations. What are the company's corporate-level strategies? How do 

they affect the way it uses organizational structure, control, and culture? 
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54. What kind of international strategy does the company pursue? How does it control 
its global activities? What kind of structure does it use? Why? 

Identified all feasible alternatives 

Alternatives consistent with situation assessment 


Evaluated each alternative in terms ofrisk, cost, timing, etc., as pros and cons. 


55. Based on 	questions 29-52, clearly present 3 mutually strategic alternatives and 
discussed the pros and cons of each alternative. In addition, generate a TOWS 
Matrix and outline the SO, ST, WO, and WT Strategies. 

Clearly presented the recommendation 

Recommendation followed logically from the previous analysis 

56. Make a detailed recommendations based upon questions 29-52, as well as how these 
recommendations will be implemented, evaluated, and controlled based upon 
questions 57-60. Provide rationale. 

Provided (or implementation ofrecommended solution, including control procedures 

57. Implementation. Does the company have a particular entry mode that it has used 
to implement its strategy? 

58. Assess how well the company has implemented its multi-business (or business) 
model. Deal with each strategic factor and priority system. 

59. Evaluation and Control. What are the main kinds of control systems the company 
is using? What kinds of behaviors is the organization trying to (a) shape and (b) 
motivate using these control systems? 

60. Can you suggest ways 	of altering the company's structure or control systems to 
strengthen its business model? Would these changes increase or decrease 
bureaucratic costs? In addition, who sets up the evaluation and control? Who 
reviews? How often? What is reviewed (e.g., ROI, EPS, Turnover)? 

Maintained proper balance among situation definition and analysis, alternative assessment, 

and recommendation 

Required Exhibits: 
EFAS, IFAS, SFAS, TOWS, Strategic Groups, and Organizational Chart 

Criteria for Rating Mission Statement 

The mission statement is the one statement that is the most important statement for any 
organization, which should last the lifetime of the organization. It is the cornerstone of that 
organization, and under no circumstances, should it ever be changed. The mission statement 
needs to be one compound, complex sentence that answers the following questions: 
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1. 	 Does the statement describe an inspiring purpose? 
2. 	 Does the statement describe the company's responsibility to its stakeholders? 
3. 	 Does the statement define a business domain and explain why it is attractive? 
4. 	 Does the statement describe the strategic positioning that the company prefers in a 

way that helps to identify the sort of competitive advantage it will look for? 
5. 	 Does the statement identify values that link with the organization's purpose and act as 

beliefs with which it can feel proud? 
6. 	 Do the values resonate with and reinforce the organization's strategy? 
7. 	 Does the statement describe important behavior standards that serve as beacons of the 

strategy and the values? 
8. 	 Are the behavior standards describing in a way that enables one to judge whether one 

is behaving correctly? 
9. 	 Does the statement give a portrait of the company, capturing the culture of the 

organization? 
10. Is the statement easy to read? 

To rate a mission statement with each question rate O=if it does not comply; 1 :=if it somewhat 
complies; 2=if it completely complies. Add up the score and if it is less than 15, the mission. 
statement needs to be rewritten. 
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z~g~}1~r'Ntsele: ·Entreprellellrifi.l'prfl§jt!J;! :;; 
Jli'C?aire Beswick, Mthuli Ncube~, 

~n19 May 2010, Ndaba Ntsele - Ernst & Young 
\i?'fWorld Best Entrepreneur (SA, 2007) and CEO 
ofPamodzi Investment Holdings (PIH), a diversified 
iriv;~stlllent company - was preparing for the launch of 
Pamodzi Aviation the next day. The company had sec­
ured a licence from the Ukraine-based, government­
owned Antonov Aeronautical Scientific Complex to 
service and sell Antonov planes in Africa. However, he 
still had to negotiate the terms of the- relationship that 
Pamodzi Aviation would have with Denel Aviation, 
the organisation providing the necessary technical ex­
pertise and infrastmcture for the venture. His gut told 
him thatPamodzi Aviation could make millions - if 
not billions of rands, but he was aware that real­
world realities might g~t in the way and he wondered if 
he-had missed anything. 

Ntsele's background 

I started to fall in love with money. You can't 
make money unless you love it 

Ntsele l 

Ntsele was born in Kliptown, Soweto (west of 
Johannesburg) into a family with a history of entre­
preneurial activity: his grandfather was a businessman, 
his father ran a dry-cleaning business and his aunt sold 
tea and apples to make a living. He defined an en­
trepreneur as someone who took risks, thought out of 
the box, believed in himself and in the team around 
him, and had the foresight to see opportunities that 
would work in the real world? These characteristics 
were evident in the way Ntsele had lived his life. 

It started when, as ~six-ydai-old 
~ would buy apples from hi~1tuntand then sell 

himself for. a profit. This gave him confidence 
. he could sell products<at a U1ark~up; The money' 
earned alsogave hima certain amount,of ·n·.""'.''''..... 
dence. WheIlhe tu:me~;1.3;hestari~dpushing 
for tips outside a supehriarkettnYeoville [just 
the Johannesburg' central. business district 
While doiiigt1!is,he saw an opportunity to ,...n·~"cr·", 

'fee for pushing trolleys tothe flats()f th()se v ...".v"..... 

who came onfoot.'lIe wouldcharge the fee 
to ensure that.he actually receiyed,theriloney; 
developed confidence in dealing'w'i(ll·. white 
who were hispredominant custolller base.3 

' 

"I started 'to fall in love with money," Ntsele 
plained' adding, "South Africans hate to say that 
love money. We think it's an ugly thing to say. 
lovemoneY::ll1difyoud9n't love it, you won'thave. 
Funnily enough,wneIiyou have.it,.they·allwant ." 
of itl As you accumulate it, the,y say that you ar~ , 
fish. But the irony is that you.c.an~tbeJlIJUJCL,",l.,U".V 
without money.,,4 He started}o dream big. He 
that, when he grew up, he Wanted to be a UllJ.llVJ'U 

In his mid-teens, Ntsel~ started to sell np'.llCr\~ 
in Hillbrowi and againsaw an opportunity to <:10 
differently . and to make more money. "I 
comers that ~ere doing 'Yell and started . 
youngsters .to. sell the.papers. Then, when it 
too much forme to colleetthe money' from the . . 
sellers myself, I employed people on scooters to 
and collect the money fOfrn.e,"herecounted.5 . 

"At that stage, I felt that my world was far 
than the world others had tried to . define for me. 
problem was that I am black, and banks were as 
black people as the moon is from the earth. 

The original case was prepared by research associate Claire Beswick with Professor Mthuli Ncube. It is intended for classroom use only .. 
n()tintended to demonstrate effective or ineffective handling of a business situation. 

CODlvri!1·ht © 2010 Graduate School of Business Administration, University of the Witwatersrand. NQ part of this publication may 
in any fonnat - electronic, photocopied, or otherwise without consent from Wits Business School. To request pennission, 

Centre, Wits Business School, PO Box 98, Wits 2050, South Africa, or e-mail casecentre@wits.ac.za.Printed with 
School of Business Administration, University of the Witwatersrand and www.thecasecentre.org. 

Ndaba Ntsele, 16 September 2008. 
by' Ndaba Ntsele at Wits Business School, 12 August 2008, 

13 October 2008. 
September 2008. 
Wits Business School, 12 August 2008. 
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CASE 2 NDA"BA NTSELE: 


low self-esteem and it was difficult to find partners to go 
into business with. We had all been told that money is a 
root ofall evil, so blacks thought that capitalism was not 
for them; that it was meant for whites.,,6 

However, there was another young man in Soweto 
who had equally big ambitions - Solly Sithole. As a 
boy, he did not have much time to play soccer with the 
other children, because over weekends and during 
school holidays he had gone door-to-door with his 
grandmother, selling a variety of products. Although 
his peers had scoffed at him, he found that he was 
good at sales, and there was the tangible benefit of 

, earning his own money, which he could use to pay for 
school fees or a new pair of shoes. It was this experi­
ence that developed Sithole's spirit of entrepreneur­
ship? After school, Sithole went on to work as a sales 
IeJ;lres,enltatl've for Nola, a food company that wanted 
to establish its proQucts in the townships. 

Sithole and Ntsele met through one of Ntsele's 
cousins, who was impressed by the fact that Sithole 
had a company car. The meeting spawned a friendship 
and a highly successful business relationship that was 
still thriving 30 years later. 

Beginni?g of an empire 

I had a goal. I wanted to be a millionaire. If 
anything got in my way, I found a way around it. 

I knew that because of the way 'blacks and 
whites were conditioned,. I would have to fight 

. for it 
Ntsele8 

with lofty business goals in mind, Ntsele, 
Sithole. and third partner Ncedi Manyoni saw an op­
portunity to make money - initially by building what 
became commonly known in the township as 'a two 
room' and a garage'~ and then by buying serviced 
stands in Soweto from the Urban Foundationb after it 
partnered with the government to create 99-year lease 
arrangements for black people. The concept of build­
irrgand selling houses appealed to Ntsele, because he 
knew that, if he wanted to be a millionaire, there was 

6Interview with Ndaba Ntsele, 13 October 2008. 

7Interviewwith Solly Sithole, 19 November 2008. 

8In!erview with Ndaba Ntsele, 13 October 2008. 
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no point in Start:lrl!t,~!~t1 
jumped from 

plained. "I knew,that c'll['~lJJI6Qj[(e~I;;~o.rt'$j:riall};;1:)1llSiIi~~.se$; 
it would take me my wlJlole~:ili1:~fl~05ait:b1e.v~~tlia 
so I had to start big. It wouidn?t h'a'j?peiiitjlilst~;pji 
a shop.,,9 The mathstold :th'~It.:hfraltw()Ir('ln 

could fetch R12 000, the'·conlDrutv 
turnover of R1 million by, s~llingej , 
"You have to think big," he said.' 
hunt the Big Five. It feeds a lot of 
part, Sithole wanted to be involved in sornetm 
would outlive him and be around for 
more. Construction met that criterion. 

Thus, Pamodzi was born. The riame, which 
'togetherness', was that of a hotel in Lusaka, 
where the partners had stayed while visiting Sithole ' 
brother in exile. (Sithole's brother was later jaileddij; 
the same trial as ANC heavyweight, Tokyo Sex wale; 
in 1977.) Sithole remembered thinking, "This is the 
kind of name we can build with for many years."ll 

Initially they started s'mall, buying only a few stands 
at a time, financing the deposit for the stand out of their 
own funds, and then paying the remaining 90% when 
the purchaser paid for the house. In 1983/84, the Urban 
Foundation started looking for organisations with 
which it could partner in developing 2 500 stands from 
scratch in Dobsonville Extension 3 (Soweto): thus, the 
partner would service the stand and sell it, instead ofjust 
building on an already-serviced stand. This provid~d 
Ntsele with the chance to migrate from building the 
low-margin 'two rooms and a garage' to building 
houses for the black middle class. With the prices of the 
newly built houses ranging from R35 000 to RlOO 000, 
this model yielded high margins for the business. 
However, to finance the deal, Pamodzi needed R6 mil­
lion upfront, which the partners could not provide 
themselves. They decided to approach a bank for a loan. 

It was here that they encountered the first of many 
hurdles in trying to raise finance for their business 
ventures. "The problem was one of attitude," Ntsele 
related. "You are running a reasonable, small con­
struction company, but you are black. I~ those days, 
the maximum you could borrow as a business like that 

"This was an extension that was built onto an existing house and was designed to accommodate a growing,family. 
1>rhe Urban Foundation was a plivately funded NGO that aimed to use the power and l'nfluence of business to persuade the apartheid. 
government to reform key aspects of its approach to black urbanisation. 

9Interview with Ndaba Ntsele, 16 September 2008. 
IO/bid. 

llInterview with Solly Sithole, 19 November 2008. 
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was R200 000." 12 Pamodzi was banking with Standard 
Bank at the time but, although the bank provided 
finance for Pamodzi's next:deal, it did not do so for 
this one. "Our local bankd::fianager didn't even bother to 
process our application) because it was over the limit," 
said ;Ntsele. "He told'liisr.secretary to remind (him to 
contact me two days l]efore the deadline to say iliat we 
had not been successful." Fortunately, she called 
straight away to alt:!ft,NJsele to the ~ltuation, which then 
gave him enough;timejto: try a different bank. 13 

Unwilling to;; ~G<rept,~odefeat, the Pamodzi 'partners 
managed to ··get;!ail~appointment, to see the CEO of 
Barclays Bank,c,.QhristBall. Sithole remembered: "He 
asked, 'What ,aretl.youLgoing to do?' 'How are you 
going topaydt.j1Jac~n,and then he said, 'Done!",14 
Pamodzilladr:i.tlllfi;rsfbig break. From there, the .com­
pany'wenv.on.ti~)~~orkwith the Urban Foundation on a 
number,ofi{9ther,;housing development projects. ,The 
success:i{e'Vide.~c(!di<in Soweto was replicated in 
Mamelodi:@~densand Sluma View in the East· Rand: 
\'f~i,Qne:;of:cthe;principlesthat guided Ntse1e~ and his 
pat{persiduting,this early phase and into the future was 
the}IJ,elief'that,:to succeed, they would need to .work 
~lthtpeo'plewho had the skills and expertise that they 
didf,inot;have. Ntsele saw doing this as a way of 
b~ririgirig,together gut feel (his particular strength) and 
the'more scientific information that he would need to 
runCthe business. Together, these would aid decision­
miling. "Great entrepreneurs have a lot of good pro­
fessionals around them," he noted. "I've always had 
people around me who will give me information." And 
he ,looked to appoint people based on their skills and 
kllowledge, rather than their skin colour. "I must have 
been the first black guy who appointed a chartered 
accountant who was white!" he joked. 15 

He was hungry for information that would equip 
him to succeed, attending numerous courses atWits 
University and other institutions in pursuit of knowl­
edge. One of the pieces of information that made a 
great impact related to the importance of image and 
personal packaging to securing success. The lecturer 
had stressed how important it was to present oneself 
and to dress in such a way as to inspire confidence. 

12Iilterview with Ndaba Ntsele, 16 September 2008. 
13Ibid. 

Thus, when ,seeking funding, it was· important to 
the part: to lOOK like aseriolts.professional. who 
be able to pay the bank Qack!Ntsele; had: found 
be true in hisearly,days.'as'a: businessman, 
carried thisi.phi1osophy;withlhim since then; 
reflected; among other. things; in the; desigI}. ofthe 
offices,. where:h~:had! ensured, that they: orCl1eC:lea 
right. image' ofconfide rice;' reIiabilityjand, 'so:1Jcc:es/,<' 
he. wanted'.topre.senf t()tlie.:wbrId.I~; 

Havingsecuted? the work with ,the Urban ' 
in Mamelbdi'GardensandShima V' 
happy.to.·stop'there.,H6aIld··hi~'partpers 
fdr·success ; and open .to' any opportunity';tha't .', 
theirway~H~\reri;ifitwaliIl asectdt in;whieh 
littleexperi,emi~: /!As' arl entreprene'ur; 'iYOU' 
to .fear (fear,~':"hesaid;'.'~Amedica.JJdoctor 
good;tdkk )COmpiny:?,~7;'Hebelieved; that' it 
portant fo.have.big:dreamsandtoactonthem. 
on your· dream:is :very,· very ,every imp6rtantf\ 
"and the size Of the d~eammilsenotscare you. 
quote Anton Rupert and saythat 'a pe~son whO 
not believe ,:iriimitach~s is')rioftealistic' :'I,',Hd\vas' 
prepared to work very hard to I achieve his '.' . 
"Working2417 must n()t. scare '16u;'" he said. 18 " 

Thus, in the earlytO~mid" 1980s;, PamQdzi'''l''''I1'Pl'I 
diversify and,' expand:t itsfoe'us·fiomjusf 
houses. Oneactivitydn Whichithecompany 
involved early on was that' ofdealing in 

'This venture became possible becausePamodzi·' 
opened up an office int'be Johannesburg CBD.Af 
stage, it was illegaJ for black, pe()ple~; other 
tors and/ lawyers';:,.' to: .haveoffices inrthe 
Pamodzi' s'one~r()oril office inSowetowasnot the 
location for. ,the. company. The 'partners ,decided', 
theiLcompetitors were in: the ..CBD(sotheiri 
should be'there as 'well.'0neof their white 
associates was happy to sign a lease' agreement 
office in the Carlton, Centre on their behalf. So· 
decided to test the waters, rentthe officefor a year . 
see if anyone came to evict them. No-one did. 19 

'<Later in the 19808, BarcIays Bank disinvested from South Africa as part of the movement for sanctions against South Africa. Its 
'African operations becameFirst National Bank. 

ltrfitkrview with Solly Sithole, 19 November 2008. 
, !~I{llerview with Ndaba Ntsele, 24 March 2010. 

16 .; 
. Ih},d. . 

.,'17Ihid. 

11f}llid. , 
. 19l11terview with Ndaba Ntsele, 13 October 2008. 
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"Once we were there," Ntsele recalled, "another guy 
dealing in Krugerrands introduced· us to the Kruger 
coin business. At that stage, we were building lots of 
houses, so we had cash flow and were profitable. We 
bought coins and kept them as an investment.,,2o Later, 
however"they discovered that they could purchase the 
coins for less themselves, and started to bypass the 
middleman and "buy the coins directly. In the late 
1980s, they also started dealing in jewellery and elec­
tronic equipment, which they purchased in Hong Kong 
and sold in South Africa. 

In all his dealings, Ntsele recognised the im­
portance of being able to deal well with people. "Th~ 


most important thing as an entrepreneur is to crea~e 

relationships, and to create relationships you need a 

love for people," he said. "You must be comfortable in 

the company of people from allover the world:.21 To 

do this, he pointed out, it was important to read and to 

'be educated about what was happening in the world, 

and about the customs in different cultures. "When 

:you are in the company of a Chinese person, you don't 


· say something stupid about !China.So:you must be 

informed, . and talk positively to people, because that 
attracts a positive response," he said.22 

Ntsele decided early in his career that if he wanted 
· to be rich, he had to De where the rich people were, and 
one of the things this entailed was to fly only first 
class. This decision was to stand him in good stead 
because, on one of his flights to :Hong Kong, he met 
Dr Conrad Strauss, who was CEO of Standard Bank at 
the time. Strauss, said:Ntsele, was fascinated and im­
pressed by "these young black guys", who were flying 
first, Class to Hong Kong to~ do business during the 

· .height of apartheid. Ntsele.made a contact that·woyld 
help him with his next big b,U~lding contract a school 
in,Fleurhof:(a township.adjacent to Soweto), ·being 
sponsored by the Anglo American Chairman: s Fund 
through the Urban Foundation. This enabled Pamodzi 
to tender for further involvement in the building of 

. schools and service stations in Soweto. 
To secure the tender, Pamodzi needed a. guarantee 

ofR600 000 and working capital of between R1.2 
million and R1.3 million. Ntsele was still paying off 
the loan toBarc1ays, and therefore-did not be1iev~ that 
he could go back to that bank for another loan. He 

• 2oIbid. 

2lInterview with Ndaba Ntse1e, 24 March 2010. 

. 22IbicI. 


decided, once again, to try' 
time he went directJy to Strauss. 

"These people are all booked 
said Strauss's personal assistant; 
budge. He managed to secure an , .. " , .... IJV~HL1.UI 
day that the tender had to be "nh';",i1rf,;i.rl 

before the deadline. He and his partners 4id what· 
always did: they dressed the part, arrived on time· 
were very well-prepared. "I told him (Strauss] that I 
owed Barclays R6 million and that I didn't have en­
ough guts to go to them for another loan," said Ntsele. 
"Integrity is extremely important. If you lose it, you 
won't get anywhere." Fifteen minutes after the dead­
line, Strauss agreed to lend. them the money and then 
phoned the Urban Foundation to explain the delay. 
Pamodzi won the contract.23 

At that stage, political upheaval was rife in the 
townships, and the construction industry in those areas 
took a turn for the worse. Pamodzi's third partner 
bowed out of the busin~ss, but Ntsele and Sithole re­
mained. They were very glad then that Pamodzi had 
diversified and was not solely dependent on construc­
tion. This solidified their belief that diversification 
was key to success and they continued with this 
strategy, winning licences to sell Plascon (paint and 
other coatings) and PG Bison (wood and chipboard) 
products in Soweto.24 The construction· side of the 
business was not wholly dormant, however, and 
they started to partner with construction company 
Murray &', Roberts on projects, and also to develop 
petrol stations?5 

They also built another school in Soweto, which 
unwittingly provided the impetus for their next big 
deal. "At that stage, there were sanctions agaitlst South 
Africa, but no sanctions against building schools," 
noted Ntsele. The Department of Education _ gave 
Pamodzi the contract to build the school, and Ntsele 
went, to the United States of America (US) to source 
the necessary funding from a baI)k that had a reputa­
tion for providing funding to black American busi­
nesspeople. He reasoned that the bank might show 
similar favour to black South Africans. While there, 
Ntsele was blown away by the different businesses he 
saw in the US· Nike, McDonald's and Victoria's 
Secret, in particular. He thought then that, when 

23Presentation by Ndaba Ntsele at Wits Business School, 12 August 2008. 
24Interview with Ndaba Ntsele, 13 October 2008. 
25W Khuzwayo, 'Pamodzi on the Prowl for R1bn Companies', BusillessReport, 17 November 2008, available www.busrep.co.za (accessed 

29 January 2009). 
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:.~M~,ti(j~seri.ded, he would bring at least. one of them to 
"'$ W'lh:Afri 26· .:..~qy ..... ca. 

.'~~. and Sithole got the chance to 'do this iH'lQ(92. :rlih 
knew that the sanctions era was ~bouttoerfd;and'tliey 
started .to think that there yvoulcl:b~ "6ppoituilities·'0 relaunch. a strong interri~bal brarld in' Sbuth 
Africa?7 In 1993, it became '6leac tbatNike W~;h06K~ 
ing to re~enter South Africa and to appoiIl(~nitJ4ced . 
agent inSo).1th Africa. Sanctions had :nbtyet H&glfHf­
t9~ but.•~tSe1t~d Sithole ~antedto mov~ e¥ly'to'get 
an advantage over other bidderS> SitliOlethetef6r~ 
spok~ t()~is'brother, explaining that Piuriodzidld'fibt 
wantto'break sanctions hut needed to IIldve;~~{cklyt() 
have ..a cl1arlce of winning the licence, and'iecifVeci' th6 
ANC's bl~'ssirtg to pursue the .. de~l.28 ..' . . .... :,,:., ..•. 

friih'e'el1d;'ParHddzi was one ()(rhdr~ 'ihari'20d 
oig~i~~H9#k.-:-':Jrt~ltidingestabli~hedlashiofi 'arid 
sports .. :feti!iL, ~()tis~s~that tenderedf6;filii' li~ente: 
"Vf~·i~~.~~~~~,~¥~~~·~e}~. the only trulybl~Ck~6wH~ 

· co~panY/"'saia:N~i6le~"I#all the other cbrls<>ftia,the 
?lackpa,r,tn:er's were afront.,,29 The RIO mini'on ll'ee.: 
~~..~ t? ~e~ure' th,5;",d~~f: \V~s 'eventually' obtairt~d' from 
F,ii~t Nati?nar~qllk;butnolocal bank wa~rprepafedto 
p#?v~de'fun&fig~fd{Nrih~I':exp~hsion as iiie"Dllsingss 
$t~J:t~d. tp"~6W~~'EY~'rltUa1ly, .through the. ilitervgriuo~ 
~f'~i~~~"J?an\(idzfi/iali~:ged to secure R60 nimi6ti'ffom 
¢'!~~~~~ i~.,. i!;".:'lJh~er~tseie and SithOIe's. iea­
~er~~fp;,~i~~' ....... ~htei~t()pisellink brand h$6uth 
1}.fri,c:a and;"" 998, 'Ntsele and Sithole sold! the South 
AfPC&rtWp" .o1fB~ckli&Nik~'llit·ehlatiomil. :', '; 
\;.:l'~!--"f:' ~!1 !f~>~{:;;:--~":~kili'1r~f-tl:;'.-~~~;tq;,-;)~n~--,;;>t::fr-:', ~- j_~ 

Pamridzi ,.jnvestmeni:holdings: ' 

The empiri~(ta~~~::~,.,ape" . 


You must find solutions. Our miiuls;~l~st be 
solutions-oriented . .' 

..:.. Ntsyle~O 

In the late 1990s, the first wave of BEE deals had just 
taken place and Ntsele, Sithole and six others saw an 

opportunity to take advantage of the prospects 

sented by the BEE phenomenon. Thus, in 1996, 

modzi Investment Holdings,. (PIH) was 

Its' eight ;founding partners' ,,",:Ntsele, Sithole,· 

Roesch, Kobus du:Plooy,·Andre,w·~Wheeler, . 

Mabuza.;.Suttle;Sifiso .Msibi.landPeter Vundla ­
R1.9 million; 'into the. compariy;with black; 

holders owning 65% ofthec6mpanyl "We were 

eyed, but.""iilionly R1.9millio'n,. we.were not 

go veryfart. commented, Roesch; executive rh,.",,,h...,.,r,.j: 


finance atPIH. 

. Ntsefe's:,aim waS to,buildPIHdntoa:huge 

glomerate:like!an ·AngloAmerican;:.,BHP ..... U.LLL....'L! 


Murray'&Roberts; He;wanted;Pamodzito'charige 

way the world. thought of black business. It c'()nCI~rne 


him thatthestatusquo still remained, anq 

still' hadascepticaLview. of;black;rbusiness.':~I; 


tooth,andinaii'to.bfing ,back,themoneythat I, 

rowed, andJhave dev,eloped a'frack, record lJtA.,(1U~;t;: 


this,>'?, he ~noted. ~'Still"you can't:forgetthatthe 

quo, is:still.the same;:Ialli still a' black 

have, a' hugertrack record, i but: ,I still; can't f crack 

institutions. Some people still. think :that :all ' 

achieved is throughJuck. . . 

, . "There'is a perception that black:. people can . 

big businesses," he added.~~PamQdzi proves that 

incorrect. Once we,.candothat,p;e wilLSend a 

message globallyAt is no long~r just,Warren . 

who's the· worldwide guru,)South,Africa, can. '. 

too;,,31'H'esaw.hi"l .s as a very. miportant message,' 
cause of ;whaUt would do for· local entrerlrerleUlrshj 
"It; will help improve. younge! people. and "'nf~l\111r" 

young:ientrepreneurs,".~he 'said.\"We'. :must ! 
kick.outthe' fear, becausetheie' si. a ··lot of 
there.' People/are scared to,:go" into· entr'enre:nel11ria 
ventures;.,They would.prefer to'be employed. 
studyAorsecure jobs., But you must always think, 
yond· that. 

Qver, the years, PIH made a number of i ............ ",O'J''.lt 

investments that grew its assets at the end of 
R683 million (down fromR800'million in 2008 
result of the revaluation of investments 
global' economic meltdown), although the COlnmm 
registered a net loss to R139 million (down from 

:Presentation by Ndaba Ntsele. at Wits Business School, 12 August 2008. 
Interview with Ndaba Ntsele, t3 October 2008. 

:!!Interview with Solly Sithole, 19 November 2008. 
i~nterview with Ndaba Ntsele, 13 October 2008. 


Interview with Ndaba Ntsele, 24 March 2010. 

.' ;~Interview with Ndaba Ntsele, 16 September 2008. 


Interview with Ndaba Ntsele, 13 October 2008. 
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million profit in 2008).33 By May 2010, PIH's port­
folio of investments included: 

• 	 through Pamodzi Ukuvikele, a 26.3% stake in 
Indwe Risk Services, one of the largest, independent 
short4erm insurance br6kers inthe country, formed 
in' 2006 as a result of the merger between Thebe 
Risk Services (the country's oldest black empow­
ered financial instttutipn) and Prestasi Brokers; 

;,a 32% share in Pamodzi lndustrials which, in 
turn, had investments in three operating divisions: 
Unique Engineering,; which produced pantographs, 
filling ,and labelling equipment. and blast barri­
cades; Relyintracast;" which produced investment 
castings; and Walro 'Flex, which manufactured 
automotive cables and had about 60% of the South 
African auto cable market., Pamodzi also owned 
80% ofBGG Cable Manufacturers SA (Pty) Ltd; 

a 74.5% share in Pamodzi Resources, which held 
various mining exploration rights; 

· a 60% interest in Rand Uranium through Pa­
modzi Resources Fund 1, a private equity fund 

·established to inves6n re$ources and related pro­
jects in Africa; , 

a 75% interest in ~oxmore (Pty) Ltd, a company 
· manufacturing PET bottles for .the carbonated soft 
drinks and bottled water markets; 

a 45.5% stake in Andre Dreyer. Motors, trading 
as :Auto Bavaria Midrand, one of only 10 Mini 

'Cooper . and BMW ~dealerships in the country. 
.•:.Basedon sales, this ,dealership had been one 

amon'gthe top five:BMW dealerships in the 
~:ccmntrY since PIH boughtastake in the company; 

£25% int6rest in Altechrr;\vhich 'housed the IT 
interests of the JSE-list~dAltech group 'of compan­
ies. These interests inchided ISIS (which special­
ised . in system integration spftware development 
for' telecommunicatioh~'netw'ork' operators) and 
~Alfech Card Solutions '(WhIch 'operated in the se­
'cure electronic transactions industry); and 

.~n effective 4.54%' interest i~ 'Angl6Inyosi Coal, 
."thrOligh Pamodzi Coal's 33%' stake in Inyosi, a 

broad-based empowerment consortium that had 
partnered with Anglo Coal to form Anglo Inyosi 
Coal. . It operated key Anglo Coal projects, in­

"eluding the Kriel and Sondagsfontein Colliery. 

Intprv,PUJ with Ndaba Ntseie, 24 March 2010. 

advisors. He 
had made in .L'~\-'''tQ'''l 
had looked at th~ ''''.~'~fH'V'' 
200 000 people on its.. . 
a be a good business ,in 
his executives to perf6rm .•.. 
but when they came back 
ment flaws that made the COlmpalll 
in their view, Ntsele was not 
agement was not a serious ell()UlZh;t 
knew that if PIH bought the cOIlrma.nvi 
new management who would manage, 

His focus was solutions-oriented. 
issues in business," he said, "capex and. ' .. 
If I am going to buy machines that are' 
going to have to spend a lot of money and if' 
be difficult to recover th~t money, then maybe 
not make the investment. But I might look for·' 
hand machines. Even if the skeletons in the 
Prestasi were not management, I would have 
for solutions. You must find solutions. Our minds 
be solutions-oriented. I would have found a .. 
By 2010, he felt vindicated in this decision. Prest;:lSi 
had been incorporated into Indwe Risk Services and 
had become a very successful company. 

Ntsele explained that almost the only thing that 
would cause him to walk away from a deal was if it did 
not give PIH real management control and authority, 
and confined the company to the role of the BEE partner 
whose skin colour and contacts would bring in business. 
He had regularly turned his back on a deal in these cir­
cumstances. "I don't want to play in business where 
people play politics. I'm a real businessman. PIH has 
been around for 13 years and I've been in, business for· 
30 years. I want to play in real business," he said.35 

Likewise, PIH's philosophy right from the begin­
ning was that traditional, vendor-financed, BEE deal~ 
were less than optimal, and to be avoided as far as 
possible. "BEE is not a normal way of doing busi­
ness~'" said Ntsele. "Traditional BEE deals are struc­
tured by politicians who have_ no idea ofbusiness.';36 
He drew an analogy between playing a game of mar­
bles and making investments, saying that, unless PIH 
had its own funding (,marbles'), it would not be able 

:vPresel:1tation by Ndaba NtseJe at Wits Business School, 12 August 2008. 

http:2008).33


•..• ,.tRf0prayi';Ib~;W,9plQ:~merely ',be 'a spectator to someone 
·.l'tls~~~ game; He argued that traditional BEE deals did 
';W()a(~yeBEE partners control of their own destiny, 

:f:ti'd~That they consequently did not take responsibility 
'fdr;thdr own success. Moreover, he did riot see the 
s~hse ~ii being shac~ed to a deal for a p~ticular period 
of time. 'He ",;,anted to' be' a~le to get out when it made 
financial sense: 'pRewise, he' was scathing of the 
broa(f~bas~d BEEtra:nsacti~ns that started to take place 
in the early 2000s:iHe;' did, 'nor see any advantage to 
PIH .otbeingburl.died'tbgether: with a range of other 
noriMbu~iribss; co'~mJ'riiiy and'NGO partners, who had 
no ljusinesSi'acumenaIid were not entering into the 
deal'for-birsiness' pbtpoiesY ,,', ' 

Having' said '.~ thilt,' 'PIH's 'first investment . into 
healthcar& ,'coinjJany'~t\ufklaIl!l Investments Ltd in 
1997 '-' had'attaditionaf BEE 'structure. PIR lost 
money on the Auck:tatid'd~al;' and: got out of it in 1999. 
Fortunately; PIR ;~lko'inv~sted iIi two IT firms - In­
fracomm(pty) Ltda6d Tehnicare (Pty)Ltd - in 1997. 
Roescti "desc:ribedthese)'as"'o~r' saving grace. Some­
times you just need so~e 'luck},38 The company made 
the deals through the Public Investment Corporation 
'(PIC) 'and its Isibaya Fund. "Our timing was perfect," 

. ,S~i9 Rgesch.. "We bought' at' the' beginning of the 
'h,';hbleand sold at the top, when these two companies 

~f,;'~.; '~lves "were sold. That gave us a kitty;" 

:" ' .: .' \.. ­
rp~In' 1998, PIH tackled its biggest invest-
t':,tt~e,putchase 'of' a stake in food group

'" dg¢otP l11aimfadtured a range of well­
i.~brarids, -including Ouma rusks,

.t-r';-,'"' ,:' 

:and:Blue Ribbon bread. To secure 
~ded"iHoanOf R404 million. Ntse1e 

"&~;ffiiids"with the' attitude that 
eW; game; Yau have to start 
';could not'rely on his track 

PC::CQireSt. N'o local banks 
Y'th~¥iiioriey: "Fortunately,
setr.:furids ;futernationally, 
~s~id"J~·t~ele.4o. So he and 
. i53:fikHig "group, ABN 

.' ." .;":~b;fi~c~Wary funding.
}. ~~.~>J,(~~1~f~;A-.~·~i!:~}nc.~r~i,·;! '-~;~',jl.~ ~ ~.'~:'~ 


37/hid. ".~>~:,'i~;{?I·f: ~~~V:~, ;f,~~ld ~.:, lJ ­
38Interview with Jan Roesch;;27QctQbet2,QO~H)i;; 


39Interview with Ndaba Ntseie,p 9At9~i,2pO,8,~ i 
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42Ibid. 

43Ibid. 


Through,thedeal, PIH acquired ,'a50;1 
Foodcorp, with Ethos and'Fobdcorp; LU~'U""!=','-"U' 
r1'l1''''n,rr 39 ,and 

> t ' 

managers·';I.,. ""'i' , 

place. thar.~p?\l~1r,p~ve ,e;n'surea; 1.J.'£o"'·'1""'1";"', 

were appro(;e~~~;~~~i';i; '.1', . . ), , 
able to bypass this process. . R1 
been lost. Nts~leJiMoFrileH)ABN AMRO 
tion, assuredfherri'thattlie:fridiiey'woulclbe 
and said that the <:':EOandCFO '\vc)u}'d(have 
ABN AMR~)"objecU~d;ibut;.:Ntsele,u·,__""".."... 
would fire therr{anyw~Yl1)' 

"You'resittihg mere \'vith'·a1i'ih.es'e'· 
remembered:' ''They are Jsh06ked, t6'b'e' 
guy. It was nO'longer 'abusiileks:si ....uU\;JJI1. 

chairman w~s;asking what.J;,~ would Hb 
"Fifteen months,Jhte!:';; 
ABN AMRO~aU~ti"m~jJl.I)d(i)·'l~U •. Ul'U..'''''·.lU" 

mustn't ask tlJ.~i.r,~ppiS~!Ri;!. 
, ~1.'t"'"~':_",~;<f·.> "",,<:;?¥ 

was, veryplea~e<lth,atthe d~~ '--C,CC,cC.-.c 
" , . ; • ft.. ; ',' ,_ .'.',; {~; '. 

purchaseits stak~,in.~F~()dc(mL .., . 
along more traditional BEE . lInes, . a.nd .. 
place on Foodcorp's board> "Ifthey" 
and we were OIr th'e"b6ai'd;;imagin~,'whafth'6Y .. 
have done if we had hot l:>eerl !" ,h'd eX'clhlmed.43, 

Come 2004, Ethos'dd::idM·that) iF~anied t'o" , 
stake in Foodcorp.14 This, prp,vided.RIHwith· 
portunity to purchase the ,com:pany:entirely ," bur' 
this it would need aboutR2 billion:: by;far the' 
sum it had raised to date.;Thistime;:hotedRoesch;: 
was in a position to do;a proper)everageq. 
because it was able, to obtalnsenior:debt(debt 
by assets ,and ,rep'ayab}e :,~t~~J:p,;o~r:~~J~~ fi?C~d, 
over a fixed, te~m); . The deal wa~the.largest:-€;ver 
ondary leveraged' buy-out'ill ihe'histoty df is: 
Africa.45 ~\. ' " ,':':;', "'" :,,' . " 

In March)OlO, RIRsold~tsstakyin,Foo~~orp. 
consortium that'" included ·.in~riagement; .uK . 
manager BfueBay '. As~~t Management and'a : 
African private eq~ity in~esto;, Capita~m; for 
million.46 Turnover in the' company had 

44Available www.sajlii.org.za!casesIZACT12004122.html (accessed 29 January 2009). 

451 Mahabane. 'Step in the Right Direction', Financial Mail, available www./inancialmail.co.za (accessed 29 January 2009), 

46Author not cited, 'B'EE', Business Day, 18 March 2010, available www.businessday.co.za (accessed 30 June 2010). 
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from R2.8 billion in 2004 to R6.2 billion at the end of 
2009. 

Pamodzi Gold. In October 2006, PIH made what 
turned out to be one of its less successful investments 
when, through is subsidiary, Pamodzi Resources (in 
which' it lhen had a 50.5% :share later increased to 

'74.5%). it purchased ·the gold mining assets Of Impafa 
Resources and formed Pamodzi Gold. The aim was to 
freate a black-owned junior gold mining company 
with a 'listing on the Johannesburg Stock Exchange 
Ltd (JSE), and Pamodzi Gold was listed on the JSE at 
the end of October thaLyear.There'were high hopes 
for the company and PIH. believed that it was ina 
good position by 'virtue: :of its ownership status, 
access to capital and the quality of its imanagement 
team - to generate significant deal flow. PIH also saw 
the possibility of being: able to take advantage of the 
opportunity to purchase other mining assets that might 
become available as a consequence of the promulga­
tion of the Mineral and Petroleum Resources Devel­
opment Act (no 28 of. 2002), which aimed, among 
other things, to increase black ownership of the 
country's mines.47 

, Pamodzi Gold s~arted running into financial diffi­
culty in 2008, however, when it battled to raise the 

, capital necessary to develop to mines that it had ac­
quired early that year. The acquisition of these two 
mines,had tripled the size of Pamodzi Gold and diluted 
Pamodzi Resources' :shareholding:in Pamodzi Gold 
to 38%. In July 2008, the JSEthreatened to -suspend 
trade of Pamodzi Gold shares 'unless it released its 
:annual Jinancial statements. :These had been delayed 
because Pamodzi Gold :wanted to raise the necessary 
funds before it released the report; so that the effect of 
the acquisitions could be factored :into the ',financial 
results.48 

:" Ntsele and his team f{)ughHor morezthan a year to 
try t6 save the Pamodzi Gold business. "I did not want 
to leave before the [mal whistle was blown," he'said. 
"As an entrepreneur, you have to see things through to 
the end.,,49 In the end" it was to no avail. Despite se­
curing a loan of R200 million from the IDC, condi­
tional on Pamodzi Gold being able secure the 

remaining R200" , 
manage to raise the' ' 
with the exception of 
(west of Johannesburg) 
quidation in April 2009 
was granted in October ' 

Commenting on this eXt)enenc 
glad to have gone though this, 
through something like this, yo~ , 
in life." He continued: "These things ' 
it looked like a good investment, and 
it, gold was trading at about US$500 
bought it at a reasonable price and 
break even with gold at US$750 an VUlJl"'..,.' 

gold moved to US$1 000 an ounce. But, 
got a nice spreadsheet - and then you've 
world." He believed that his mistake had 
over the new mines before Pamodzi Gold had 
cessary money to invest in them. Almost more· 
portantly, though, he had failed to listen to his 
button". He had drawn a whole team of experts 
him to evaluate the purchase of those mines, and their 
scientific answers had all shown that the deals wetf 
good. But instinct should have made him ask, "If this 
is so good, why is it so cheap? In the end, you can have 
the spreadsheets, but then you have to make a deci­
sion," he said. "I didn't make the right decision. You 
have to use all of your senses when you make a 
decision.,,52 

He remembered another business venture that had 
failed, because he and his team had not used all their 
senses and had failed to take real-world circumstances 
into consideration. PIH had invested in a public pri­
vate partnership with government in a paprika planta­
tion and factory in Brits. They had decided to move 
the plantation and the factory to the Northern Cape in 
the interests of creatiqg jobs in that area. The Brits 
factory had been very !\>fitable, and Ntsele had seen 
no reason why it should not succeed in the Northern 
C~pe too. 

"What we failed to do," he said, "was to go and 
spend some time in the area to see how the people live. 
If we had, we would have seen that the area has a huge 
problem with alcoholism, and realised that this would 

47Available www.pamodzigold.co.zalproJile_corporate.php (accessed 30 June 2010). 
, 48B Mpofu, 'JSE gives Pamodzi Gold a Month's Stay of Execution' ,Business Day, 4 July 2008, available www.businessday. co. za (accessed 30 

June 2010). 
49Interview with Ndaba Ntsele, 24 March 2010. 
50C Mathews, 'New Attempt to Refinance Pamodzi', Business Daya, 7 May 2009, available www.businessday.co.za (accessed 30 June 2010). 
51 Author not cited, 'Pamodzi Gold Liquidation Order Granted', Business Day, 7 October 2009, available www.businessday.co.za (accessed 30 

June 2010). 

52Interview with Ndaba Ntsele, 24 March 2010. 
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have made:tIi~lp€6pl~;liIiitbie"todo the work we nee­
ded. youfcaIn1:tpliIi'lR~b~Jg.!\vhoare hungover into the 
hot sun:t6>hitVe~ltia"fika.·'!'So the venture had failed. 
The facio : yi'." ... i-the-art one at that - was still 

.. ·,.L ,;,~" ';.. 53
thete;iblH st, town. 
: ",' ~t~~~: 

first when it launched. the 
oqrcesF~nd (pRF1) with a commitment 
ili~~' of investors, including affiliates of 
~tiis and Coal International,~ to .make 

.. k:;:-"' :r ~'I ~ , " . 

e. . S$ 1:3 billion (R9.2 billion at that stage) to 
'~rl::Puning and resources organisations. This 
:itF,i the largest private equity fund in South 

a'at the time.54 By May 2010, the fund had in­
;r'dUS$157 million by acquiring a 60% interest in 

Uranium from Harmony Gold. In May 2010, 
d Uranium was producing and selling gold; but 

was in the process of establishing a uranium plant. 
Uranium. would be extracted from the existing slime 
dams and above-ground dumps, with a 34-year life of 
reserve. Once in production, it was expected to be one 
of the top 10 uranium producers in the world, with the 
lowest production risk, given that the uranium did not 
have to be mined. 

The Antonov deal 
Based in the Ukraine, Antonov was founded in 1946 
by' Oleg Antonov by decree of the government of the 
Union of Soviet Socialist Republics (USSR). It was a 
government-owned organisation and, since inception, 
the company . had designed and· manufactured more 
than 100 different types of aircraft including freight 
planes, passenger planes, military planes, helicopters 
and special-purpose aircraft. Among its aircraft were 
the AN225 Mriya, the largest transport aircraft in the 
world (it had been used to transport oversized building 
vehicles to help with the clean-up operations after the 
earthquake in Haiti in January 2010), and the AN-70 
heavy transport military aircraft, which competed 
against planes such as the Airbus A400M. Altogether, 
Antonov had built more than 20 000 aircraft and, 

53Ibid. 

although its planes were not sold in: Europe, they were: . 
exported to 70 countries throughout the world. 55 , .. ," 

The Financial Times noted that, in the era of the 
Soviet, Unioil~ Antonov's design bureaul had been, 
of the showpieces of'the commrinist'worldi., Since'; 
least the late:1990s, Antonov hadbeeri tryingto1 

the internationaF market for its aircraftAtThere , 
nevertheless, a lingering perception '·that ;'A;ntonovaif::1 

craft were not'assafe as their Euro'peail'" CotilltelrpattS','; 
which Anto'n6v was' working: !lard to'crimMt " . sa 
that these perceptionswere/infadittinf6urioed. 
marketed: theL advantages <of; its:.: rurdaft 
"structural' reliability;; flexibility; of,~transportioDi~ra~:; 
tions, :ability.'to use ,unpaved airfields'jand.c ease 
maintenance" />7 and pointed to. the fact that'they , 
far,cheaper·than the aircraft of tlieir rival~;. '" 

. Although:Antonoy .. aircraft; w~re being:VJ~dely 

on the African, continent for: l:lUriianitar~ari: and 
operations" the ,. company::didinot;hqve; ua'..,Hll' 

presentatiori.;in Africa.; 
and after-sales support h nJiiIlited~ because , 
had been providedfromthe"Ukrain~,.5~Ntsele and 
colleagues 'had become aware'of;the< opportunity 
become the Antonov agent in Mricawhen they: 
at the Ukraine embassy and' overheard the aH1U(1"i)<l'J.V~ 
talking about it. Further investig~tionhad;made 
very interested in securing the d~ial.l There were at 
800 Antonov aircraft in Africa, although :.t."v,' "UUL.., 

had to be confirmed. Airlineswould'havtdo pay: 
much as US$2 million upfr6nt for their;aircraft to 
serviced. This would make it: a; huge .cash 'OPl1'Pl'''',Tr 

The South African Department ·of Defence' was 
ing to replace its fleet of Lockheed C-130s; and 
could provide an ideal alternative. Ntsele's gut, 
him it was aTeally good deal. ."Planes flY.,They 
to be safe. iWe are in the continent. The price 
is good. We can service old planes and we' can} 
new planes. This could be a huge opportunity," 
thought.59 '. 

Despite this, there were some relatively i)~J<,.'U1J""'''''' 

obstacles that Ntsele had to address in pursuing 
deal. The first was that PIH woUld need to be' able 
provide the necessary infrastructure 

~One of the largest privately-owned coal companies in the world. 
'.~~-Mafu, 'Pamodzi Launches US$1.3bn Fund', Business Report, 6 August 2007. 

55 \/ailable www.a1ltonov.com (accessed 8 May 2010). 
'Ukraine Looks to Extract Commercial Gain from Soviet Military Legacy', Financial TImes, 12 August 1998. 

)eeWW'W.a'J'lEOnOIl.com, about us link (accessed 8 April 2010). 
J\13:aurriaml,'Pamodzi to be African Agent for Antonov', Business Day, 20 May 2010, available www.businessday.co.za (accessed 30 

:"·;.• ';:-,:~Irit",i"Vi;'''ll with Ndaba Ntse]e, 6 April 2010. 
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technicians and runways, for example - to service the 
planes, and it would be far too expensive to build and 
provide this infrastructure from scratch. The second 
i~sue ofwas that of lang'uage and culture. The Ukraine 
was an ex-Soviet nation. As such, its language of 
business was Russian and its systems were still mired 
in communist bureaucracy. PIH would therefore need 
to do business through an interpreter, which was neyer 
ideal, and it would have to find a way to manage the 
bureaucracy. Added to this was the fact that Antonov 
was a government-owned entity, which would simply 
deepen the bureaucracy.6o However, Ntsele reckoned 
that government bureaucracy was pretty similar to 
private sector bureaucracy, and he had been faced with 
his fair share of that in dealing with some of the largest 
corporations in the world. So this was not enough to 
put him off the deal. 

The deal-breaker would have been the inability to 
find an infrastructure and technology partner. Ntsele 
had sought to address this by asking organisations 
which already had the necessary infrastructure in 
place to partner with PIH in the deaL He knew that 
going into partnership would mean that PIH would 
have to share the profits but, he said, "in a deal like 
this, if you don't share it with other people and try to 

. do it by yourself, thd answer is zero. It will never even 
get off the ground. In the end, 10% of eight billion is 
better than 0% of eight billion.,,61 There were three 
organisations with the necessary infrastructure in 
South Africa: Mafikeng Airport in the North West 
Province, Denel Aviation [a division of the govern­
ment-owned defence equipment manufacturer Denel 
(Pty) Ltd, which serviced military aircraft) and South 
African Airways (SAA) Technical, which serviced 
passenger planes for SAA and ather, international air­
lines. An initial approach to Mafikeng Airport did not 
solicit the enthusiasm that Ntsele had anticipated. 
'They did not see the opportunity as we saw it," he 
said,. "but they did leave the door open, saying that if 
we did manage to secure the deal, we could come' 
back to them.,,62 

Ntsele then decided to go directly to the Depart­
ment of Trade and Industry (DTI) and ask for its 
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support in acquiring the licence by guaranteeing to 
Antonov that PIH would be able to secure the neces-' 
sary infrastructure partner in either Mafikeng, Denel 
Aviation or SA Technical Services (both of the latter 
two being government-owned). High-level DTI re­
presentatives accompanied PIH to the negotiations 
with Antonov, and PIH secured the licence. 

This then gave Ntsele greater11everage when he 
approached SA Technical Services and Denel Avia­
tion, because he could tell them that he had a definite 
deal with potential to bring them huge business into 
the future. His timing was right with Denel Aviation, 
which was looking to expand its operations and was 
therefore interested in partnering with PIH to secure 
the Antonov business. From Ntse1e's perspective, the 
deal was "made in heaven", because Denel Aviation 
was already servicing pl~nes from all across Africa, it 
had the space, it had the technicians and engineers, and 
it had the necessary training facilities. 63 

Conclusion 
As Ntsele prepared to announce the Antonov deal and 
the launch of Pamodzi Aviation the next day, he still 
had to formalise PIH's relationship with Denel A via­
tion. His plan was for PIH to take a stake of between 
40% and 50% in Denel Aviation in return for the 
business that the Antonov licence would bring to 
Denel. He thought that the deal should take place in 
the form of a "reasonable share swap, because we are 
talking about values that are not tangible",64 and knew, 
that the Antonov licence had given him a way into 

. Denel that would not have been possible otherwise. "If 
I had just wanted a stake in Denel, without Antonov, I 
would have paid a fortune. Antonov gives me lever­
age," he noted.65 

So he was convinced that the deal made sound 
business sense, and he believed that Pamodzi Aviation 
could make billions of rands. There were planes that 
needed servicing, and there would be a market for new 
Antonov planes in Africa by virtue of their suitability 
for the environment. He had just discovered that the 
entire Angolan fleet of military planes 'needed to be 

http:noted.65
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replaced. Now Antonov,:W(ls.rusp'prepared to allow 
Pamodzi iAviation to sery.iCe~ imci,Cstm: 'its helicopters. 
For liim, this was th~ j'chen)H)Il' the top". It had been 
"mission impossible~!:.~h~pn~started out, and now the 
deal had cQme to~fi.:\ljt.ipQ!f'~Jt~:';"· 

:StjJl; he. knewthatthere~was,hoabsolute 
that iW,would'work out, ,and wondered'whether:: 
beny b\,ltt<;iiLwas correctthis,time; o£',whether. .. 
were~iIilYl{ie,al7w.orl<iLissues.:Q1at~l;l.e· .had,;. o,>:edoolceg' 
which could caiiselPamodzi Aviation to Jhll. ) " 

o' I •• '. ',' ;.' r • . ~.' .', -' ., - , • 

66Ibid. 


