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"Those who won't be counselled can't be helped."
Benjamin Franklin
In 2003 the South African government introduced the Broad-Based Black Economic
Empowerment Act 53 of 2003 (the BEE Act) in an attempt to address the inequalities suffered by
black South African citizens as a result of the apartheid regime.
The aim of BEE is to increase the participation of black people in the management, ownership
and control of South Africa's economy by measuring the economic involvement of black people
over a range of specified BEE elements.
These elements are introduced through the BEE Act by the issuance of the Generic Codes of
Good Practice. The generic codes were initially gazetted in February 2007 by the Minister of
Trade and Industry and were amended in October 2013, coming into effect in May 2015.
The BEE Act also makes provision for the issuance of sector-specific codes of good practice, such
as the agricultural, financial, information and communication technology, property and tourism
sector codes. These codes, rather than the generic codes, apply to the respective industries.
While the generic and sector codes (collectively the BEE Codes) typically do not place an
enforceable legal obligation on entities to comply, certain direct and indirect incentives are put in
place to promote compliance.
Directly, if an entity wants to do business with the government or a parastatal, it would have to
comply with the BEE Codes to ensure that licenses, quotas, tenders or other permissions are
issued or awarded.
Indirectly, an entity will be pressured into complying with the BEE Codes when other entities or
the government have procurement policies in place that require their suppliers to hold a
particular BEE status or level. There are, however, certain industry sectors where compliance is
mandatory, such as the mining sector, where it is a legislative requirement for the relevant
prospective mineral right holder to be BEE compliant before being able to obtain a mining right.

In order to become BEE compliant, the relevant entity will have to be audited, either partially or
fully, by a verification agency to determine its BEE status at that time. During the BEE verification
process, the entity has to submit physical proof of activity, spending and contributions to the five
elements of empowerment.
These are:
Ownership
Management control
Skills development
Enterprise and supplier development
Socio-economic development

An entity has to prove that:
Ownership is in the hands of black people.
There are black people in top, senior middle and junior management positions.
It made considerable contributions to skills development of black people.
It sourced its goods and/or services from BEE compliant suppliers.
It made contributions towards its employees, the employees' families as well as the
surrounding communities.

Each empowerment element has its own scorecard and measurement principles to
ensure that the overall BEE targets are met. But the BEE Codes classify ownership,
skills development, and enterprise and supplier development as priority elements. If
the minimum thresholds in respect of these elements are not met, the entity will be
penalised by the reduction of its BEE status by one level.
The BEE Codes further classify entities based on their annual turnover:
Entities with a turnover of less than ZAR10 million are regarded as an exempted micro
enterprise (EME).
Entities whose turnover is more than ZAR10 million, but less than ZAR50 million are
regarded as qualifying small enterprises (QSE).
Entities with an annual turnover of more than ZAR50 million are regarded as large
enterprises.

While both QSEs and large enterprises need to have their BEE compliance measured

in respect of all five elements, EMEs are automatically regarded as Level Four BEE
contributors.
Entities looking to do business in South Africa need to evaluate the relevance of BEE
on their business and ensure compliance from the outset.
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