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B-BBEE 2020
- The Codes Reach Adolescence -

This is the fifth in a series of ‘Beyond the Boardroom’ articles addressing all aspects of the
Codes. In the ‘Beyond the Boardroom’ series, the members of the BEE123 Advisory Team
share unique insights as to what drives successful transformation. The BEE123 Advisory Team
represents a unique set of skills with its collective expertise gained first-hand from a corporate,
verification and consulting perspective. The team, led by Managing Director Saul Symanowitz,
is made up of Micah Gengan, Rene Van Der Walt, Yonela Ntsaluba, Bhavna Maharaj, Andrea
Pretorius, Tando Dubeni and Nokulunga Sithebe.

In 2020 the Codes of Good Practice enter their 13th year. So,
using the analogy of human development, they have reached
adolescence. As in many cultures, the 13th year often marks the
transition from childhood into adulthood. So too, with the Codes
of Good Practice that have weathered the challenges of their
infancy and childhood to where they are now, entering adulthood.
Over the years, we have witnessed them mature and move beyond
the ‘seen but not heard’ proverb. Their adolescence allows them
to comprehend their journey fully and, in witnessing this, we can
appreciate that transformation is about the substance behind it,
not merely the form. Consequently, organisations must not lag, but
take the overall development of the Codes of Good Practice into
account when drafting or evaluating their B-BBEE Strategy and
ensure their ideologies complement the ‘Spirit of the Codes’.

Realistically, shredding Status Levels at this magnitude sustainably
will take several years, just as a child will grow slowly and steadily.
That being said, radical change can expedite significant Status Level
elevation, but this comes with significant growing pains, like when an
adolescent experiences a sudden growth spurt.

When taking a B-BBEE Strategy into 2020, remember that
maintaining a favourable B-BBEE Status Level is as important as
achieving it in the first place. In following Gazettes, amendments
thereof, or re-evaluating a current B-BBEE Strategy, many
organisations go out with guns blazing, like children let loose in the
playground, determined to shred three or four levels off their overall
Status Level. They do this without having a measured, targeted
or realistic approach, which is fundamentally unsustainable. Like
evaluating the developmental milestones of an adolescent, an
organisation’s milestones achieved should be based on the actual
development outcome in contrast to what appears on paper.

B-BBEE 2020 brings with it not only amended targets and
interpretations but opportunities too. However, bear the following five
points in mind when taking a B-BBEE Strategy into 2020.

Often development is overlooked when organisations are intent on
moving from, for example, a Status Level 7 to a Status Level 3 in
one measurement period.

As moving through adolescence brings about change through rebellion,
so do the continuous amendments and Gazettes that, more often than
not, change the B-BBEE rules of engagement. This year
Gazette #42496 did just that, as did the ‘Yes’ initiative last year. Another
area that has the potential to change the rules of engagement are
Sector Codes. As most organisations have suppliers across most
sectors, the targets and points a Sector Code holds may well change
the Preferential Procurement value of a supplier.

>
>
>
>
>

If something seems too good to be true, it probably is.
The B-BBEE audit process is not meant to be easy, as it is an 		
evidence-based process.
There are no B-BBEE guarantees under any circumstances.
Problems or challenges do not just vanish.
Always ensure you are in control of your B-BBEE Strategy.

Awareness of the ‘red-flag’ areas and tips for driving a B-BBEE Strategy
will contribute to a more mature approach and strategy to support the
developmental progress of the Codes of Good Practice for now and in
the future.
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“Radical change can
expedite significant Status
Level elevation, but this
comes with significant
growing pains.”
Saul Symanowitz
Managing Director, BEE123

“Enterprise & Supplier
Development which is
implemented in line with
the ‘Spirit of the Codes’
has the greatest potential
to empower.”
Andrea Pretorius
Advisory & B-BBEE Specialist, BEE123

Ownership
As one of the three identified Priority Elements, not achieving the
Sub-Minimum Requirements is detrimental to an organisation’s overall
scorecard. Subsequently, faring poorly on the Ownership element may well
result in an organisation losing business. When this reality hits home, there is
a tendency for organisations to opt for the ‘Married at First Sight’ approach
to Ownership without undertaking any due diligence. The core aim of this
approach is to bolster the Ownership scorecard, bringing about instant
gratification. However, the ‘Married at First Sight’ approach to Ownership
rarely yields the desired results.
Any Ownership transaction must make good business sense to all parties.
When embarking on or opting out of an Ownership transaction, there are
always costly risk factors attached, as there is no ‘get out of jail free’ card
once a deal is concluded. Therefore, rather than seeking instant gratification,
before entering into an Ownership transaction do due diligence, ascertain
the long-term value proposition, define the roles and expectations of all
parties, not forgetting the issue of access to finance and the debt incurred
by ‘Black’ Shareholders.
The Ownership calculation is complex and brutal, especially in terms of not
meeting the ‘Net Value’ criteria. As our economy continues to struggle, more
organisations are falling foul of the ‘Net Value’ calculation, due to a decline
in their share price. It is, therefore, imperative that organisations entering into
Ownership transactions understand the full implications of not meeting the
‘Net Value’ requirements. More than ticking the legal boxes of an Ownership
transaction, it is advisable to dig deeper and evaluate the long-term risk
factors attached to the transaction.

Management Control
“B-BBEE 2020 brings
with it not only amended
targets and interpretations
but opportunities too.”

Yonela Ntsaluba
Advisory & B-BBEE Specialist, BEE123

The objective of the Management Control element is to create a diverse
workforce, which will benefit every facet of a business. Just as adolescents
thrive in healthy and structured environments, so do businesses. In every
organisation, there are roles held by people with substantial intellectual
property gained over the years in-the-field. It is vital if a core person leaves
the organisation, retires or even passes away, the intellectual property
attached to the business at hand is not lost. Succession planning ensures
that vital intellectual property is shared with a natural successor.
Succession planning is a process through which an organisation ensures
that employees are recruited and developed to fill each key role within the
business. In this process, an organisation can ensure that there will not be
a core role in the business which another employee is not prepared to take
on. Put another way, succession planning prepares a person to assume
a role when a position opens up due to promotion or unexpected events,
especially with leadership or top management positions.

“It makes perfect sense
to invest your Skills
Development spend in
the sector in which you
operate.”

Micah Gengan
Advisory Specialist, BEE123
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A well oiled succession plan is not about the successor’s current job title or
level; it is about the transfer of intellectual property and development over
time to allow a natural transition. Successfully navigated it can maintain
growth and stability, as well as encourage retention by offering promotion
from within an organisation.
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Skills Development

“The Codes of Good
Practice are the
measurement benchmark
of an economic policy
of inclusion.”

Proper education is critical to the development and overall success of
any adolescent. Moving through the schooling system, the content and
complexity of what is taught shifts towards imparting more practical and
individualised knowledge, which is often the foundation that builds a
specific stream or career. This philosophy applies to the Skills Development
element.
Skills Development is the second of the three identified Priority Elements.
However, the benefits of meaningful Skills Development go further than
points on the scorecard. It is the process of identifying any skills gaps,
bridging the gaps, then honing these skills with the host organisation
ultimately benefitting. Organisations are actively investing in Skills
Development aligned directly with the requirements outlined in the
scorecard. However, this has, in some instances, created a culture of
recycling Learners from program to program. Furthermore, this has led
those offering Skills Development services to source Learners based on
the scorecard criteria, with little hope of them ever becoming employees.
Worse still, Learnerships are offered based on the points they can achieve
on a scorecard; hence, people with disabilities are often a sought after
commodity.

Rene Van Der Walt
Product Development Manager, BEE123

“Developing a B-BBEE
Strategy becomes
crucial – the earlier, the
better. This includes one
that is sustainable and
practical. Implementation
of a BBBEE committee,
including relevant systems
to maintain and monitor
scoring monthly,
is imperative.”

Bhavna Maharaj
Advisory & B-BBEE Specialist, BEE123

Therefore, when embarking on or re-evaluating a Skills Development
Strategy, organisations must look at the actual intention behind the element.
The objective is to create opportunities, space and scope to enable
Beneficiaries to recognise the potential they have and take it forward.
Whether or not a sector code dictates which sector Beneficiaries must
represent, it does make perfect sense to invest in Beneficiaries that
represent the sector in which an organisation operates. An example of this,
is the Agriculture Sector. It would make sense to develop an informal trader
representing the sector into an agriculture specialist. The acquired skills of
this specialist could then be incorporated into an organisation’s business
or allow them to become Enterprise Development or Supplier Development
Beneficiaries.

“Skills Development is the
process of identifying
any skill gaps, bridging
the gaps, then honing
these skills with the
host organisation
ultimately benefitting.”

Nokulunga Sithe
Training & Implementation, BEE123

Enterprise & Supplier Development
This is the third of the three identified Priority Elements. In reality, this
element has the greatest potential to empower, if implemented in the ‘Spirit
of the Codes’. Like adolescents need support, guidance and sustenance to
grow and flourish, so do Beneficiary businesses falling under this element.
Most organisations will have to reconsider their approach to Enterprise
Development and Supplier Development as per the amended requirements
in Gazette # 42496. A critical amendment is that Ownership can only
be calculated using the ‘Flow-Through Principle’, which places the
‘Black’ Ownership of Beneficiaries at the forefront. Consequently, many
organisations will return to the B-BBEE drawing board to re-evaluate which
Beneficiaries they will support and the method of supporting them.

“B-BBEE milestones
achieved should be based
on the actual development
outcome in contrast to
what appears on paper.”

Tando Dubeni
Data Services Manager, BEE123
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Enterprise Development & Supplier Development
Enterprise Development is possibly the least thought-through element
of the B-BBEE Scorecard. More often than not, there is no clear path
as to how an organisation’s contribution is spent until after the financial
year-end. Consequently, there is a scramble to off-load their contribution
to Beneficiaries without any due diligence. Perhaps contributing every
quarter, following the publishing of quarterly financial results, will allow
more time for evaluating how a contribution will be spent to grow a
Beneficiary business.

This shortfall is due to the confusion between the definitions of
SED and Corporate Social Responsibility (CSR). In reality, they
both positively impact Beneficiaries; however, SED is allowed as a
B-BBEE contribution, and CSR is not. Hereunder is an analogy that
demonstrates the difference.
Primarily the difference between SED and CSR can be surmised from
the proverb, “Give a man a fish, and you feed him for a day. Teach a
man to fish, and you feed him for a lifetime.” In other words, it is better
to teach someone to be self-sufficient than to provide goods or services
continually.

Preferential Procurement
The objective of this sub-element is to encourage procurement
from smaller ‘Black’-owned businesses. Due to the magnitude
of work involved in driving a Preferential Procurement Strategy, its
implementation is generally a team effort, with one person responsible
for the outcome. Critical Points are often lost as the shortfalls generally
only become apparent at the time of verification. To say the least,
managing an organisation’s Preferential Procurement mandate is
possibly the most complex and impactful of all measured elements
on a B-BBEE Scorecard. When plotting an organisation’s Preferential
Procurement Strategy, those driving it must have a good understanding
of the following:
>
>
>

>

>

The Preferential Procurement targets for each set of Codes.
The qualifying criteria that dictate on which Code an organisation 		
must be measured.
The financial threshold of every set of Codes and whether they 		
require a SANAS accredited B-BBEE Certificate, an Affidavit or
a CIPC Certificate to confirm their B-BBEE Status.
The Preferential Procurement value of a supplier. Have clarity on
how an organisation with a Status Level 2 could be more valuable
than one with a Status Level 1.
How to identify incorrect B-BBEE Credentials presented.

Historically, chasing a higher Status Level would have secured a
supplier’s Preferential Procurement value to its customers. However, as
the Codes of Good Practice enjoy their adolescence, suppliers must
take a holistic view of their Preferential Procurement mandate.

Socio-Economic Development
Every kid in the class is important and plays an essential role in the
class dynamic and its success as a unit. Equally, every kid needs to be
nurtured for his/her well-being. The same applies to Socio-Economic
Development (SED). However, the strategy for this element is often
skimmed over as it is deemed to be the ‘easiest’ way to earn points on
a B-BBEE scorecard. Yet, organisations are left bewildered when no
points are allowed, even though the 1% NPAT was spent.
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‘Give a man a fish; you will
feed him for a day.’

‘Teach a man to fish; you feed
him for a lifetime.’

By definition, CSR translates into
projects or initiatives, which do
not form part of normal business
activity. They are not undertaken
to increase profitability. Generally,
they are projects or initiatives
aimed at community upliftment,
whereby they directly impact the
quality of a Beneficiary’s life.

By definition, SED refers to
projects or initiatives that
facilitate sustainable access
to the economy. In terms of
B-BBEE, this refers to ‘Black’
People as defined.

A SED contribution is measured on evidence provided based on who
benefitted. The emphasis is on ‘who’ benefitted based on the definition
of B-BBEE Beneficiaries as set out in the B-BBEE Act.

Conclusion
The journey of the Codes of Good Practice from infancy to adolescence,
like any life cycle, had its ups and downs. They have had to evolve
to remove loopholes in the system and hold those circumventing
their intent accountable. A game-changer was the establishment of
the B-BBEE Commission to monitor, guide and hold those intent on
circumventing the Codes to account.
As the Codes of Good Practice move through their adolescence and
mature into adulthood, we can expect many changes and further
challenges to emerge. However, as organisations embark on or
re-evaluate their B-BBEE Strategy, they must see them for what they
are. The Codes of Good Practice are the measurement benchmark of
an economic policy that was introduced into legislation to invite more
people to participate in the economy. When dealing with adolescence,
it is in our nature to encourage behaviour that ultimately results in
mature, productive, healthy and contributing adults. Equally, as the
Codes of Good Practice continue to mature, the rules of engagement
will inevitably change, the stakes will more than likely rise, there will be
milestones hit and missed. But one thing that will not change is that an
organisation’s B-BBEE Strategy must evolve parallel to the Codes of
Good Practice.

