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FSCC State of Transformation 2025/2026: Executive Summary
The 2025 State of the Nation Address marked a renewed push for inclusive growth through initiatives like the proposed R100 billion Transformation Fund, designed to uplift black-owned SMMEs and bolster Broad-Based Black Economic Empowerment (B-BBEE). The parallel reforms in skills development, including the shift from the Sector Education and Training Authority (SETA) to the Quality Council for Trades and Occupations accreditation, aimed at improving alignment with labour market needs.
The Forest Sector Charter Council (FSCC), in its 15th year of existence, continues to play a pivotal role in monitoring transformation by compiling the B-BBEE Annual Status of Transformation Report (Status Report). The Status Report assesses performance across key elements: Ownership, Management Control (MC), Skills Development (SD), Enterprise and Supplier Development (ESD), and Socio-Economic Development (SED) using data from entities across the six forestry sub-sectors. This year, FSCC announced its strategic approach to further facilitate transformation by actively aiding companies in reaching their transformation targets rather than simply reporting them. This, FSCC hopes, will help bridge the transformation gaps currently experienced.
Sector Reporting
Despite the sector maintaining a Level 3 B-BBEE rating for a third consecutive year, the 2024/25 period witnessed a 17.3% drop in reporting, especially among Exempted Micro Enterprises (EMEs), which can be attributed to limited awareness, economic pressures, disillusionment with the perceived benefits of compliance, business closures and sometimes merging of businesses. These findings underline the need for targeted awareness campaigns, a simplified compliance process and greater support. At a sub-sector level, reporting varies, with contractors (56%) and growers (23%) dominating submissions. It should, however, be noted that reporting still falls short of reflecting the true number of businesses active in the sector. FSCC will be collaborating closely with sub-sector associations to address this issue. 
Medium and Large Enterprises (MLEs) Analysis
MLEs, or “Generic Entities”, with annual turnovers exceeding R50 million, are instrumental in driving transformation in South Africa’s forestry sector, with 38 verified B-BBEE scorecards submitted during the 2024/25 reporting period (a three-year high). Fibre-related enterprises unsurprisingly accounted for the highest number of submissions, as many of the vertically integrated businesses submit under the Fibre subsector. Charcoal Producers remained the least represented.
Ownership 
Ownership performance, a 25-point priority B-BBEE element, improved modestly in 2024/25. Sector-wide compliance rose to 76% (from 72%), with an average black ownership score of 41%, surpassing the 30% target. However, black women ownership (18%) and black designated group ownership (13%) remained well below target levels, with black ownership decreasing by 8.9% from the previous year.
Sub-sectors such as Fibre, Growers, and Contractors led in ownership transformation scores, while Charcoal Producers again showed no measurable progress. Voting rights and economic interest indicators followed a similar pattern, with the majority of sub-sectors meeting or exceeding compliance targets (voting rights: 25% black people, 10% black women and 25% economic interest for black people). Notably, black economic interest among new entrants and black designated group ownership remained uneven.
Most MLEs applied the Flow-Through Principle, demonstrating alignment with regulatory expectations. There are, however, still some companies that achieved poor scores on the Net Value indicator and ultimately have been discounted and downgraded as a result. 
Management Control (MC)
MC remains a persistent challenge for MLEs, with overall sectoral compliance stagnating around 50%. Charcoal Producers repeatedly underperformed, scoring 0% across several indicators, while Contracting and Fibre led in black board representation, however, black women continue to be underrepresented at all decision-making levels.
Executive and senior leadership saw uneven transformation. Contractors and Fibre exceeded targets for black executive directors and female executives, but in general, middle and senior management representation remained below expectations across all sub-sectors. Junior management representation was more encouraging, as were targets for employing people with disabilities, which were met or exceeded by all except Charcoal Producers.
These trends underscore the need for intentional diversity and inclusion strategies, including targeted mentorship, succession planning, and career pathways - particularly for black women in leadership roles. Initiatives such as "She is Forestry SA" could play a vital role in building leadership pipelines. The persistent underperformance by Charcoal Producers across all indicators is discouraging and something which needs addressing.
Skills Development (SD)
SD is a critical transformation driver, that has a cascading effect on other elements, saw compliance decline to 63% in 2024/25 - the lowest in three years. This drop is concerning given the rising youth unemployment (now at 46.1%). Fibre, Pole Producers, and Contractors led SD efforts, while Charcoal Producers once again performed poorly.
While some sub-sectors made progress in Learnerships, Apprenticeships, and Internships (LAIs), absorption into permanent employment remained very low. No sub-sector met the absorption target, revealing a gap between training and employability. Illustrated by only six of 119 recent forestry graduates being employed, highlighting the urgent need for targeted pathways into employment.
FSA’s Forestry Graduate Employment Programme (F-GEP) and Forest21 are promising initiatives, offering structured routes into employment and promoting entrepreneurship. However, uptake remains limited, and further integration of such programmes is required for systemic impact. Moving forward, the sector needs to strengthen partnerships with SETAs, increase support of LAIs and prioritise absorption into permanent roles with inclusive strategies developed to support black women and people with disabilities.
Enterprise and Supplier Development (ESD)
ESD, historically a high-performing B-BBEE element, showed a concerning decline from 91% in 2023/24 to 84% in 2024/25. While all sub-sectors demonstrated reasonable support for black-owned SMMEs, none fully met all ESD targets. Fibre and Charcoal led overall scores, while Sawmilling trailed.
Strong performances were recorded in procurement from black-owned suppliers and EMEs, particularly by Contractors. However, procurement from black women-owned suppliers and small businesses revealed mixed results, with Sawmilling consistently underperforming.
Supplier Development contributions by MLEs generally exceeded the 2% Net Profit After Tax (NPAT) target, with Charcoal leading, while Enterprise Development targets were met across all sub-sectors. Nonetheless, the sawmilling sector (which often lacks vertical integration) continues to score poorly due to the limited opportunities for these companies to put in place QSEs/EMEs co-investment mechanisms.
Socio-Economic Development (SED)
SED performance remained a highlight for the sector, with MLEs averaging 140% of the compliance target. All sub-sectors exceeded the required 1% NPAT spend, reaffirming the sector’s role in uplifting rural communities. Charcoal Producers also showed exceptional performance in this area, despite broader compliance failures.
While SED is robust, a more integrated transformation approach is needed, linking SED investments to SD, ESD, and enterprise pathways to amplify impact. High-potential interventions already exist and will require scaling and better coordination.
State and Listed Entities
Forestry companies listed on the Johannesburg Stock Exchange (JSE) continued to achieve remarkable B-BBEE ratings, with three maintaining Level 1. However, only one met the Ownership element fully and MC showed only modest improvement. In contrast, SD and ESD performances were considered exceptional.
South African Forestry Company Limited (SAFCOL), the state-owned forestry company, received B-BBEE Facilitator Status on the 18th of June 2024 and maintained a Level 2 B-BBEE rating. While excelling in ESD and SED, its decline in learner absorption reflects a sector-wide challenge. Active participation in initiatives like F-GEP is essential to address high youth unemployment and improve the transition from training to employment.
MLEs: In summary
The forestry sector's MLEs continue to make incremental progress in SED, ESD ownership, and SD, with low performance on MC. However, the persistently poor performance of the Charcoal sub-sector, along with sector-wide underrepresentation of black women and weak absorption rates, reveals deep structural challenges.
A shift towards targeted, integrated transformation strategies is needed, and should be supported by strengthened oversight, co-investment mechanisms, and partnerships across government, industry, and education. Such interventions will assist the sector to realise its goal of achieving a Level 2 B-BBEE rating and foster inclusive, sustainable economic growth.
Qualifying Small Enterprises (QSEs) Analysis
QSEs, with annual turnovers between R10 million and R50 million, are pivotal to the transformation of South Africa’s forestry sector under the B-BBEE framework. QSEs are classified as either Enhanced (being over 51% black-owned and therefore exempt from verification) or Unenhanced (minority black-owned, verified across all B-BBEE scorecard elements). In 2024/25, 53 QSEs submitted B-BBEE credentials - a 5.4% decline from previous years despite long-standing sector participation.
Ownership
Enhanced QSEs dominate submissions, perhaps due to the simplicity of affidavit-based reporting. However, this results in the underreporting of contributions to critical elements such as MC, SD, ESD and SED from this pivotal group. There could be an urgent need to re-evaluate the exemption criteria as Enhanced QSEs often generate substantial turnover yet remain unmeasured in key transformation areas.
Among Unenhanced QSEs, Contracting is the standout performer, achieving good ownership scores, while Fibre, Sawmilling, and Growers scored poorly or not at all. Average black ownership across all QSEs was at 66%, but ownership by black women (13%) and black designated groups (24%) remains low. Voting rights and economic interests for black individuals and women remain severely underrepresented outside the Contracting sub-sector.
Management Control (MC)
MC performance declined sharply. Only Contracting met targets across all management levels, particularly for black women. Other sub-sectors recorded little to no participation, signalling entrenched leadership disparities. Without urgent intervention, the forestry sector risks perpetuating leadership imbalances that undermine the broader goals of B-BBEE transformation. Going forward, the performance of the Contractor sub-sector should be seen as providing a potential blueprint for other sectors to improve their performance.
Skills Development (SD)
SD also declined, with average scores dropping by 35%, with only Contracting meeting or exceeding targets for black people, black women, and people with disabilities. Other QSEs demonstrated minimal effort, reflecting low investment in workforce transformation and severely undermining the sector’s ability to achieve B-BBEE. 
Enterprise & Supplier Development (ESD)
ESD performance averaged 13 out of 30 points, a decline from previous years. Contracting excelled in Preferential Procurement, Supplier Development, and Enterprise Development, but all other sub-sectors underperformed or failed to report. Going forward, the Contractor sub-sector should be seen as a potential blueprint when it comes to what is attainable in terms of ESD and how it can be implemented. While stronger enforcement, accountability and consistent reporting are urgently needed across all particularly lagging sub-sectors to drive equitable and sustainable economic transformation.
Socio-Economic Development (SED)
SED scores dropped significantly, with Contracting contributing well above the 1% NPAT requirement, while others lagged or failed to comply. These declines compromise the sector’s ability to uplift rural communities and emerging enterprises, and henceforth, increased engagement is required to reinforce the importance of SED contributions.
QSEs: in summary
The forestry sector’s QSEs landscape is highly uneven, with Contracting leading in transformation, and other sub-sectors displaying systemic underperformance. Urgent recommendations include: possible reviewing Enhanced QSEs exemptions to ensure meaningful contribution across all elements. Introducing stronger compliance enforcement, especially in underperforming sub-sectors. Promoting black women and designated group participation in ownership, leadership, and procurement. Expanding sector-wide education, mentorship, and support to strengthen MC, SD, and ESD outcomes. Decisive action, stronger governance, targeted engagement, and inclusive strategies are essential to realise the full intent of B-BBEE implementation and transformation.
Exempted Micro Enterprises (EMEs) Analysis
EMEs, with annual turnovers of up to R10 million, continue to play a crucial role in advancing black economic empowerment in the forestry sector. Classified as either Enhanced or Unenhanced, EMEs are exempted from full B-BBEE verification and instead submit affidavits or CIPC certificates based on ownership levels.
In 2024/25, 79% of EMEs achieved Level 1 status through 100% black ownership, reflecting a strong base of black-owned businesses. A further 3% reached Level 2 (51–99% black ownership), while 18% were Level 4 (less than 51%). Encouragingly, average black ownership stood at 80.6%, with black women and designated groups holding 31.4% and 65.7% respectively - figures notably higher than in QSEs.
However, submissions dropped significantly to 67 from 100 the previous year, raising concerns about compliance and the ability to track transformation. The Contracting and Grower sub-sectors accounted for 95% of submissions, while Sawmilling and Pole Producers recorded none, something that needs further investigation. To ensure continued transformation, the sector must address declining compliance, broaden sub-sector participation, and support the growth of EMEs into larger QSEs and MLEs categories. Adoption of the FSCC’s planned Online Reporting System may improve submission rates and simplify compliance processes going forward.
Sector Transformation FY2024/25: In conclusion
The 2024/25 reporting year marks a pivotal moment in the forestry sector’s transformation journey, with progress tempered by persistent challenges. Since the 2017 amendment of the Forest Sector Code, the sector has aimed to drive inclusion, equity, and diversity, and this has been illustrated by a steadily increasing number of reporting entities. The decline observed in this reporting cycle from 191 to 158 is concerning, driven largely by reduced submissions from EMEs. This suggests inadequate integration of smaller businesses and highlights the need for stronger and progressive corporate support to boost supplier compliance.
MLEs showed marginal reporting gains, while the majority of QSEs remained Enhanced, although there is a rise in Unenhanced QSEs, reflecting a shifting economic dynamic. Sub-sector participation remains uneven, with Contractors and Growers dominating submissions and Charcoal, Pole, and Sawmilling sub-sectors being underrepresented. This makes it impossible to develop a complete picture of sector-wide transformation.
B-BBEE Level 1 status remains the mode among JSE MLEs, Enhanced QSEs, and EMEs, but Unenhanced QSEs trail behind, prompting questions around the long-term efficacy of the Enhancement Principle and whether Enhanced QSEs would gain Level 1 status if measured against the other transformation targets. Especially as performance in elements such as SD and MC remains weak across the board, particularly in promoting black women into leadership roles.
Looking forward, the shift from compliance to impact reporting is vital. The FSCC’s move to include qualitative insights will be key to unlocking a deeper understanding of transformation barriers. For sustained change, the sector must prioritise meaningful empowerment of small businesses, greater gender inclusivity, and reinforce accountability across all scorecard elements.
