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How to become BEE Competitive?
Most businesses have probably been asked whether they are BEE compliant. But, the real question is whether BEE is a matter of compliance at all?

Most of the legislative acts that affect business require organisations to comply with a set of rules, or face some sort of punitive measure. The BEE Act is different. All that government expects a business to do is to have their contribution to BEE measured according to a set of criteria defined in the BEE Codes. The more the organisation contributes and undertakes, in line with the scorecard requirements, the higher their BEE rating will be. 

The achievement of a BEE score is the same as writing Matric. Nobody has to write the Matric exams, but if someone wants to continue with their education (and the selected course is oversubscribed) higher marks (as compared with other applicants) will put the individual in good stead. Similarly if an organisation is in a government tender situation where they offer the same price as a competitor, the company with the higher BEE score will win the tender. The question therefore is not whether an organisation is BEE compliant, but rather ’Is the organisation BEE competitive?’

If BEE is a matter of competitiveness and the measurement process is similar to writing a test, then, what is an organisation going to be measured on? This is where the Codes of Good Practice on BEE come in. These codes are a set of guidelines devised by government to define what is considered a sound approach to BEE. These codes centre around a scorecard, the yardstick against which the firm’s contribution to BEE will be measured. The scorecard is broken down into seven sections or elements. 

These are:

1. Ownership  – looking at black shareholding in a business (20 points)

2. Management – looking at black representation at board and top management level (10 points)

3. Employment Equity – looking at black representation in the other levels of management (15 points)

4. Skills Development – looking at the contribution made to training black employees (15 points)

5. Preferential Procurement – looking at the BEE scores of an organisation’s suppliers (20 points)

6. Enterprise Development – looking at contributions made to developing black owned business (15 points)

7. Socio-economic Development – looking at an organisation’s contribution to helping black individuals or communities gain sustainable access to the economy (5 points)

The figures in brackets represent the points allocated to each of these elements. They total up to 100 points.

Organisations’ BEE scores will be measured by verification agencies. These are private companies, accredited by government to provide an independent verification of an organisation’s BEE score. Although government accredits the agencies, it is not government that is going to police the system. There is no legal requirement to do anything about BEE and no punitive measures if a firm does nothing.

If government is not policing all of this, then how is BEE enforced? The answer lies in the fifth element listed above, Preferential Procurement. The score any organisation can claim here is very much dependent on the BEE scores of suppliers. As this element counts twenty points out of a hundred, this is a significant item on the scorecard. If a company is tendering for government business then it would be looking for as many points as possible. This means that looking for suppliers with good BEE scores is most sensible. These suppliers will also be looking for good scores from their suppliers, and so on, down the supply chain. Therefore it is an organisation’s customers, and not government, who will be doing the policing. 

To find out more about what the BEE Codes are all about and what an organisation is expected to achieve, download the Fasset BEE presentation and the accompanying questions and answers.
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