BROAD-BASED BLACK ECONOMIC EMPOWERMENT

PREPARING FOR YOUR BALANCED SCORECARD 
(Please note that some of the BEE Codes of Good Practice that are referred to in this article are still open for comment and some of the detail quoted below may change. However, the suggestions made by the author will remain relevant)

PART 1

	COMPONENT: 

HUMAN RESOURCES DEVELOPMENT

ELEMENT: 


EMPLOYMENT EQUITY 




INTRODUCTION

A balanced scorecard is the mechanism to achieve broad-based black economic empowerment. The scorecard is composed of 3 components and 7 elements. Each element has targets which should be achieved within 10 years. 

There is a “generic scorecard” for large enterprises and a “qualifying small enterprise scorecard” for enterprises with a specified number of employees and a specified annual financial turnover (see table 5 below)

Table 1: The Generic Scorecard

(The data in this table has been taken from Code 000 Statement 000)

	Components 
	Elements
	Points available 
	Total

	Direct Empowerment
	Ownership
	20
	30

	
	Management
	10
	

	Human Resources Development
	Employment Equity
	10
	30

	
	Skills Development
	20
	

	Indirect Empowerment
	Preferential  Procurement
	20
	40

	
	Enterprise Development
	10
	

	
	Social Investment
	10
	

	Total
	100


Table 2: The Qualifying Small Enterprise Scorecard

(The data in this table has been taken from Code 1000 Statement 1000)

	Components 
	Elements
	Points available
	Total

	Direct Empowerment
	Ownership
	20
	40

	
	Management
	20
	

	Human Resources Development
	Employment Equity
	20
	40

	
	Skills Development
	20
	

	Indirect Empowerment
	Preferential  Procurement
	20
	60

	
	Enterprise Development
	20
	

	
	Social Investment
	20
	

	Total
	140


In addition, a qualifying small enterprise:

· May select five of the seven elements

· Must exclude the employment equity element if it has no employees 

· Can achieve additional points (over and above the allocated 20) if it uses the ownership element

BEE Status is based on the total score on the balanced scorecard.

Table 3: BEE Status (Applies to Enterprises of all Sizes)

(The data in this table has been taken from Code 000 Statement 000)

	BEE Status
	Description

	Level 1 Contributor
	±100 points on the Generic Scorecard

	Level 2 Contributor
	>85 but <100 points on the Generic Scorecard

	Level 3 Contributor
	> 75 but <85 on the Generic Scorecard

	Level 4 Contributor
	> 65 but <75 on the Generic Scorecard

	Level 5 Contributor
	> 55 but <65 on the Generic Scorecard

	Level 6 Contributor
	> but <55 on the Generic Scorecard

	Level 7 Contributor
	> 40 but <45 on the Generic Scorecard

	Level 8 Contributor
	> 30 but <40 on the Generic Scorecard

	Non Compliant Contributor
	<30 on the Generic Scorecard


EMPLOYMENT EQUITY 

Table 4: Employment equity targets

(The data in this table has been taken from Code 300 Statement 300 and from Code 1300 Statement 1300)

	
	Qualifying small enterprise
	Large enterprises and divisions of complex structures

	Black people with disabilities as a percentage of all full-time employees
	N/A
	4%



	Black people employed at Senior Management level as a percentage of employees at that level
	N/A
	60%



	Black women employed at Senior Management level as a percentage of employees at that level
	N/A
	30%



	Black people employed at Professionally Qualified, Experienced Specialists and Mid-management level as a percentage of employees at that level
	N/A
	75%



	Black women employed at Professionally Qualified, Experienced Specialists and Mid-management level as a percentage of employees at that level
	N/A
	40%



	Black people employed as Skilled Technical and Academically Qualified Workers, Junior Management, Supervisors, Foremen, and Superintendents as a percentage of employees at that level
	N/A
	80%



	Black representation at Manager-Controller level
	40%
	N/A

	Black women representation at Manager-Controller level
	20%
	N/A

	Black employees as a percentage of total employees
	70%
	N/A

	Black women as a percentage of total employees
	35%
	N/A


Any enterprise with more than 50 employees should already have about 6 years experience in setting affirmative action goals and tracking the representation of designated groups at each occupational level. The employment equity element of the BEE scorecard requires that those goals are revisited and perhaps revised upwards.

However, many enterprises with less than 50 employees and a total annual turnover below that stipulated for each industry sector by the Employment Equity Act might not have been required to implement affirmative action in the past and some of these employers may now have to set numerical goals for the first time. Table 5 below shows how to identify such enterprises, known as “qualifying small enterprises” in order to determine the applicable scorecard targets. 

Enterprises with less than 6 employees and an annual turnover of less than the VAT registration limit are exempted from scorecard targets and will automatically have a BEE status equivalent to that of a level 4 contributor.

Table 5: Applicable Scorecards 

(The data in this table has been taken from Code 1000 Statement 1000)

	Industry / Sector
	Size of enterprise
	F/T paid employees
	Annual turnover
	Applicable scorecard

	Agriculture
	Medium
	<100
	<R 4m
	Generic 

	
	Small
	<50
	<R 2m
	Qualifying small enterprise 

	
	Very small
	<10
	<R .4m
	Qualifying small enterprise 

	Mining, Quarrying, 
	Medium
	<200
	<R 30m
	Generic scorecard

	
	Small
	<50
	<R 7.5m
	Qualifying small enterprise 

	
	Very small
	<20
	<R 3m
	Qualifying small enterprise 

	Manufacturing, Electricity, Gas, Water
	Medium
	<200
	<R 40m
	Generic 

	
	Small
	<50
	<R 10m
	Qualifying small enterprise 

	
	Very small
	<20
	<R 4m
	Qualifying small enterprise 

	Construction
	Medium
	<200
	<R 20m
	Generic 

	
	Small
	<50
	<R 5m
	Qualifying small enterprise 

	
	Very small
	<20
	<R 2m
	Qualifying small enterprise 

	Retail and Motor Trade, Repair Services
	Medium
	<100
	<R 30m
	Generic 

	
	Small
	<-50
	<R 15m
	Qualifying small enterprise 

	
	Very small
	<10
	<R 3m
	Qualifying small enterprise 

	Wholesale trade
	Medium
	<100
	<R 50m
	Generic 

	
	Small
	<-50
	<R 25m
	Generic 

	
	Very small
	<10
	<R 5m
	Qualifying small enterprise 

	Catering, Accommodation, Social Services, Personal Services
	Medium
	<100
	<R 10m
	Qualifying small enterprise 

	
	Small
	<-50
	<R 5m
	Qualifying small enterprise 

	
	Very small
	<10
	<R 1m
	Qualifying small enterprise 

	Transport, Storage, Communication,

Financial services, Business Services
	Medium
	<100
	<R 20m
	Generic 

	
	Small
	<-50
	<R 10m
	Qualifying small enterprise 

	
	Very small
	<10
	<R 2m
	Qualifying small enterprise 


SYSTEMS TO SUPPORT THE ACHIEVEMENT OF EMPLOYMENT EQUITY TARGETS 

Documented systems and records are essential for implementing, monitoring and providing evidence of your achievements. Basic systems that must be in place in order to set and achieve affirmative action targets include:

· An organisation profile which is a record of all employees; their race; gender; and whether or not they have a disability. 

· Reporting structure in order to identify which positions have manager / controller responsibilities 

· Personnel planning processes to identify new positions that are likely to be created, planned retrenchments and possible future vacancies arising from staff turnover

· Policies and procedures to ensure consistency in:

· Attracting employees from designated groups

· Recruitment and selection

· Terms and conditions of employment  
· Remuneration
  
· Skills development

· Performance management

· Career development and promotion 

· Retention 
· Discipline, grievance and dispute resolution

· Terminating employment
· Skills development strategy

· Career development strategy
For many enterprises, especially small enterprises, the main obstacle to increasing the numbers of black employees at skilled occupational levels may lie in their approach to recruitment. Many enterprises take the logical and simple approach of selecting from the applicants who respond to an advert but this can work against affirmative action because it often results in a choice between appointing a skilled white person or a less skilled black person. 

However, in a situation where there is a labour market shortage of black men and women with sufficient skills or experience in specific fields, a more complex and flexible approach is required. 

At first glance, training seems to be a solution but training takes time and the position is vacant now. Also, training can be a waste of money and effort because once skilled, an employee may leave and work for a competitor. 

The real issue that needs to be addressed is not so much to find a solution to each specific situation as to stand back and take a broader view. 

Table 6: Questions that need to be asked and answered  

	Questions
	Strategies to be considered

	Why are skilled black applicants not attracted to my adverts?
	· Write up a recruitment policy and set numerical goals

· Make your recruitment agency aware of your affirmative action policy

· Ensure adverts reflect the skills and knowledge requirements of the job, not just qualifications and experience

· Ensure adverts reflect your affirmative action policy and clearly state the group from which you want applications 

· Place adverts internally as well as in the media

· Ensure that adverts are placed in newspapers most likely to be read by the target group

· Do not advertise exclusively on your website

	Why are black applicants with this skill set not available in the labour market?
	· Find out from your industry association or SETA if the job requires skills that are scarce in the market place. They should also be able to tell you what is being done at industry level to address skills shortages

	What can I do to change this so that I can attract and appoint black people in skilled and senior positions?
	Depending on the answers to the previous question, there are various strategies an enterprise could consider and many of them can be funded by your industry SETA or the National Skills Fund:

· Participate in existing SETA skills development plans

· Place unemployed black youth on relevant learnerships, observe how they perform and select from that pool when they are skilled

· Employ skilled white people on fixed-term employment contracts while the learnerships are in progress

· Employ a retired skilled white person on a fixed term employment contract to coach and mentor black learners

· Offer structured work experience programmes to black graduates

· Develop existing black employees through a structured career development programme

· Offer study loans or bursaries to employees and / or the children of employees

· Offer financial or non-financial support to local educational institutions

· Offer literacy and numeracy programmes to your employees who have low levels of education 


	How can I ensure that I get a return on any investment I might make in training?
	The key is to contribute to the development of the skills pool in the labour market. When there is no longer a shortage, there will no longer be a high risk of losing skilled employees to competitors. Enterprises can contribute to the development of the skills pool by:

· Placing more unemployed learners on learnerships than one intends to appoint

· Joining forces with other enterprises who require the same skills to develop a pool of skilled people

· Participating in SETA initiatives to increase the numbers of black people with scarce skills

An enterprise may need strategies to retain skilled employees and these could include:

· Identifying and addressing the reasons why people leave

· Career development and promotion

· Ensuring that remuneration and benefits are market related

· Recognising good performance

· Ensuring fair treatment and an emotionally healthy work environment
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