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n Economic Empowerment
:’ 'l P { L 1: (BEE) was concejved
IAUIN . 1994 to facilitate
the distribution of wealth to the previausly dis-
advantaged by introducing black equity ownership
and black management representation in business.,
It was a move that disconceried some of the 10% white
minarity who contralled the hig corporations at the time
Amidst a flood of eriticism, highly qualified and
skilled labour began to leave the country. Those who
oppased Lhe move to BEE decried the lepislation as
bengditting the previously disadvantaged by penalising
the previously advantaged. Warse still, they said, the
anly peaphe of colour getting rich were those that were
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well-connected. In its narrowness, BEE was perceived
as a form of affirmative action and not as the tool for
econamic growth it was meant fo be.

Repackaged as Broad-Based Black Economic
Empowerment (BBBEE) in order to address these
shartfalls, the Department of Trade and Industry (DT1)
introduced a generic, coded scorecard that presents
seven piltars with a relative weighting for a total of
1 00% compliance.

Instead of empawerment/ownership/management
satisfying just 30% of the BEE quotient, the inclusion
of employment equity, skills development, preferential
procurement, enterprise and socioeconomic develop-
ment now provides an exact calculation and report af
a company’s total BEE contribution.

The updated BBBEE process essentially comprises
threa catepones:

* Exampted microenterprises (EMEs) are businesses
with a turnover of less than five million rand and
therefore givan automatic BBBEE compliance status

* Qualifying small enterprises (QSE) are those
concerns with & turnover of five to 25 million rand
that are required o comply with four of the seven
scorecand pillars

* Businesses with a turnaver of mare than R25 million
need to satisfy all seven directives of the generic
scorecard and, if applicable, complete an industny-
specific version, such as those deveboped for
industries with their own peculiarities such as
agriculture, construction, ICT, financial sarvices,
legal, mining, petroleum, tourism and others.

In essence, the scorecard and its rating system are
pretty simple and by the end of the transitional period
{August 2008) the 0TI hopes the majority of businessas
will have begun to implement the BEE protocals or have
appointed a veritication agency to establish the level
of compliance, The role of a verification agency is to
determing to what exent a company meets the OT1's
BBBEE requirements and it will neither consult nor
assist in the implementation of BEE processes,

One such verification agency, Empowerdex, has
bean in operation since 2001, its CED, Vuyo Jack.
explains: 'We were involved with the DTI in the drafting
and legislative processes of the codes of good practice.
Empowerdex actually came up with the BEE rating
system that the DTI uses, while devedoping processes
that wauld aid in the economic development of Africa
a3 a whole.”

Jack says that verification is a detailed and lengthy
process, encompassing the whole scorecard. ‘There are
50 many elements and indicators that we need to look
a1, It's nat just about shareholding. We need to see
wha the black shareholders are and if they meet the
requirements of being black and whether they are
actually SA citirens. We look at the financing of the
negatiations being made, at profits, even the amount

of equity built into a deal, sa it is a very comprehensive
and complex process.’

Beating the system is not as easy as the previous
BEE package. Jack reminds us that 'people always want
ta do the minimum to get the marimum points’. He says
that this may not necessarily be a bad thing when it
comes to BBBEE becauss as long as Mack people are
integrated into the mainstream of the economy, tha
objectives of empowerment are being met.

‘Snme Empowerdex clients da it for the compliance
vote or to be perceived as good corporate citizens but
then find out that it actually has a negative effect on
the battom line of their business. This is nol true,
however, of the maponty of companies.”

Although garetied, thare is no legal abligation for
any husiness to comply with BBBEE. But avniding BEE
compliance might retard a company's growth, Such
businesses will find it increasingly difficult to deal
with government arganisations and NGOs, and even
some of the private companies within its usual supply
chain. Nomonde Mesatywa, acting chief director fos
BEE at the DTI confirms this: ‘Busingss has to fully
embrace the principles of BEE and be committed 1o
ensuring they do it right. Only once BEE becomes a
business imperative will the trickle effect producs
the desired results which will ultimately benefit all.’

There is also no reason that tha scorecard, with its
codes of good practice, should be viewad with scepticism
as in the past, says Mesatywa. She alsa acknowledges
that it may take time before tangible squitable econo-
mic benefits and opportunities are realised by both
the country and individual businass.

‘Desprte the current transitional parind, we have
begun fo feel corporale SA's embrace of BRBEE. The
(7! has provided the framewark and businesses ars

Ultimately, the success of BBBEE is

going to rest on the ability

of an

organisation to-train or source the

next generation of entrepreneurs
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begmning to devebop strategies and policies that

will ultimately result in maximum transformation at
all levels of the economy in & meaningful manner. The
0Tl wants fo see a conducive and enabling legisiative
emaronment for the proper implementation of BEBEE.

Economist with Thebe Secunties, Elize Kruger, agrees
that it is very difficult to quantify the actual economic
impact of BEE but says that it has definilely made a
positive difference. "BEE has brought about empowar-
ment and wealth and can probably explain a major part
of the growth in the biack middie class which in turn
has been a major driver behind the growth in consumer
spending over the past five years.' According to Kruger,
BEBEE transactions conducied using credit have had
a pasitive influence on corporate credit in recent years
bt that this trend has slowed new BEE transactions
a5 a result of higher interest rates.

She's right about the siowdawn. Grant Tharnton
International’s annual Mfernabional Business Report
reveals a sharp decline in sentiment towards BBBEE
fn 2007, 70% of private husinesses it surveyed fell
that BEE was an important issue in terms of winning
new busingss, but in 2008 anly 59% fell this was
the case.

There are, of course, other ways of measuning
success, Masatywa comments that the DT has seen
a noteceable improvement in the different categories
of black people that are beginning fo be drawn into
the mainstream econsmy, such as women, the youth,
the disabled and even rural communities.

‘We are also experiencing real and significant
empowerment in key priority sectors giving cognisance
fo government's broader ecansmic palicies, like its
industrial policy. The issue of enterprise devalopment
i5 also critical 1o ensure that small business receives
access to markets and has apportunities that will
ensum their growth and sustainability. This is the
true blessing of BEBEE because it will translate
into increased job creation and thereby assist in
the eradecation of povesty.'

Sasol has embraced {he BBBEE concept to the fune of
a mind-blowing §28 billion. Its Inzalo Communications
and Event Management transaction 1s the largest to
date, offesing millians of South Africans the oppartunity
o own & sliver of this Bue chip company, Sasol CED
Pal Davies, says that while equity deals make the
headlines, 3asol gives equal weight ta all the other
pillars of sustainable BEBEE. "We belsewve this integrated
approach wll directly advance broad-based transfar-
mation and will ensure that Sasol’s contribution to
SA's empowerment is tangible and meaninghul.”
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In its narrowness, BEE was perceived
as a form of affirmative action and
not as the tool for economic growth
it was meant to be

Yodzcom has had a frustrating time attempting
to disclose the details of its R7.5 billien BBEEE deal,
what with the recent shareholder action around the
Telhom/MTNNVodafone negotiations. The Group's chief
communications offices, Dot Field, says tha Vodacom
transaction is also unique and far-reaching in that
it includes ali South African Vodacom employees,
black South Africans and business partness via a
public offer. Included in this mix are two broad-based
black strategic partners — Royal Balokeng Holdings
and Thebe Inwestment Corporation,

"We aim to piay a role meeting the country’s socio-
economic objectives in ways that are sustainable,
credible and of benefit to all our stakeholders and
the country as a whole," says Field.

Despite some plodding acceptance of the concapt,
companies who eventually open up to BBBEE will
experience the flexibility that is inherent in the whale
system. Ultimatedy, the success of BEBEE rests on the
abality of an arganisation to train or source the next
generation of entreprencurs, but that's only goang to
be possible if the schooling system is able to provide .
basic numeracy and literacy skills, And thal, of course,
i5-a whole olher story. @




