
Page 1 of 54 
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Introduction 

1. This document is intended to serve as an initial discussion document towards the 

development of Transformation Charter and Scorecard for the Franchising Industry 

in the Republic of South Africa.  As such, the document seeks to: 

(1) outline the overall context of the regulation of broad-based black economic 

empowerment as it applies in South Africa; 
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(2) evaluate the Franchising Industry in South Africa within the context of BEE; 

(3) provide an overview of existing private sector BEE initiatives in South Africa; 

and 

(4) propose an engagement model and a working draft transformation charter 

and scorecard for the Franchising Industry as a starting point towards the 

adoption of a Transformation Charter and Scorecard for the South African 

Franchising Industry. 

2. FASA has commissioned Cliffe Dekker Incorporated to develop this discussion 

document and wishes to acknowledge the generous support and assistance of the 

Standard Bank of South Africa Limited in providing the resources required for 

development of this document. Cliffe Dekker has engaged the assistance of 

Empowerdex (Proprietary) Limited in facilitating some of the meetings held with 

Franchise Industry stakeholders and in developing the Support Materials attached 

below. 

3. The status of the document is that of a working draft discussion document and 

represents the views of FASA.  FASA acknowledges that in order for a 

Transformation Charter and Scorecard for the South African Franchising Industry 

to be adopted, it is necessary that the major stakeholders of the South African 

Franchising Industry be consulted as the content of this document and the 

development of the Transformation Charter and Scorecard for the South African 

Franchising Industry.  As such, this document is not to be accorded any legal of 

persuasive status until such time as the stakeholder consultation process is 

complete. 

Definitions 

"BEE Act" means the Broad-Based Black Economic Empowerment Act 53 of 

2003; 

"BEE" means black economic empowerment, a national strategy and regulatory 

system of the government of the Republic of South Africa intended to bring about 

the integration of black people within the South African economy, as set out in the 

BEE Act and the Codes; 
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"Black people" bears the meaning defined in the BEE Act; 

"Codes" means the Codes of Good Practice on BEE issued in draft by the DTI on 

8 December 2004 under section 9 of the BEE Act for public Comment; 

"DTI" means the Department of Trade and Industry of the Government of the 

Republic of South Africa; 

"Enterprise Type" means the differentiation applied to different levels of enterprise 

in the Codes and which typically distinguishes between the obligations of SMME 

enterprises and others; 

"FASA" means the Franchising Association of Southern Africa; 

"Franchise Industry" means the Franchising Industry in the Republic of South 

Africa regardless of the sector in which a particular Franchise System operates; 

"Franchise System" means a franchise including its Franchisors and Franchisees; 

"Franchisee" means an enterprise that has acquired the right to trade as a 

Franchisee of a Franchise System from a Franchisor; 

"Franchisor" means the South African enterprise holding the rights to a Franchise 

System in South Africa; 

"SMME" means an enterprises falling within the parameters set forth in the 

National Small Enterprises Act 102 of 1996; 

Understanding the franchise industry in South Africa 

4. Internationally, the franchising business model has been described as follows: 

… franchising is the granting of a license by one person (the Franchisor) to 

another (the Franchisee), which entitles the Franchisee to trade under the trade 

mark/trade name of the Franchisor and to make use of an entire package, 

comprising all the elements necessary to establish a previously untrained person 

in the business and to run it with continual assistance on a predetermined basis.1 

                                                 

1 British Franchise Association - http://www.british-franchise.org/ 



Discussion Document on BEE in Franchising 

Page 4 of 54 

5. This definition presents a somewhat narrow, but nevertheless sound starting point 

to understanding the Franchising Industry in South Africa.  It is indeed the case 

that the very essence of the franchising business model lies in the leveraging by 

the Franchisee of the Franchisors brand recognition and business systems in 

return for the payment of some form of remuneration to the Franchisor.  However, 

the franchising model more often than not extends well beyond this very basic 

relationship definition to accommodate other significant contractual elements which 

may include the Franchisor's exercise of significant control over: 

(1) the composition of enterprise ownership and management in Franchisee and 

well as the enterprises forms, terms of acquisitional finance as well as 

Franchisee security of tenure; 

(2) the revenue generation model with specific reference to the extent of profit 

participation entitlement of the Franchisee; 

(3) the product offering of the Franchisee including pricing and quality, service 

levels as well as the marketing of the product offering; 

(4) the specification of business processes and the training of Franchisee 

personnel in the implementation of the business processes; and 

(5) the supply chain of goods and services to the Franchisee. 

6. The level of control exercised by the Franchisor is hardly unprecedented within the 

context of a wide variety of similar relationships such as distributorships and 

agencies.  Indeed, it may be argued that this level of control is absolutely essential 

to the development and perpetuation of the brand that is the source of both the 

Franchisor and the Franchisee's commercial interest. 

7. It is often tempting to identify narrowly the franchising with its most internationally 

visible form, being the quick service restaurant industry.  Franchising, both 

internationally and domestically, is a far more diverse and complex industry than 

"fast food chains".  In South Africa, franchising is found in a wide variety of 

commercial sectors ranging from highly specialised services industries (such as 

financial services, legal and accounting services and real estate services), to travel 

agencies and various forms of retailing.  It is certainly the case that in an 

international context, there are few industries or sectors in which the franchising 
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model has not been deployed. 

8. Franchising in South Africa, as is the case in most of the world, is also not confined 

to imply relationships between Franchisor enterprises owning nothing more than 

brand and business processes engaging with Franchisees owning nothing more 

than a licence to trade under that brand in accordance with the business process.  

Moreover, the franchising arrangement cannot be characterised as being 

underpinned by a unidirectional power relationship between a dominant Franchisor 

and a compliant Franchisee.  Indeed, franchising models enjoying currency in the 

South African economy often include: 

(1) Franchisor owned branded outlets as well as Franchisor equity participation 

in partnership with Franchisees in those outlets; and 

(2) Franchisee driven franchises where the Franchisor emerges as a collective 

holder of branding and business process on behalf of Franchisees. 

9. Hence, franchising cannot be said to be a homogenous industry, nor can any of 

the elements of the business model, other than common exploitation of brand, be 

taken for granted. 

10. As is the case with all of South African businesses, franchising in South Africa is 

characterised by a disproportionate level of representation of black people in the 

ownership and control of franchise businesses.  That said, the multinational 

character of certain specific franchises has had the effect of ensuring a slightly 

better level of black representation over a longer period than is the case with most 

other South African enterprises.  Given also that the overwhelming preponderance 

of Franchisee enterprises operate within the confines of SMMEs2 and the fact that 

South African economic wealth tends to be concentrated outside of black 

ownership, opportunities for black people to enter into the Franchising Industry 

have recently been somewhat better than is the case for more capital-intensive 

business models. 

11. In this regard, it is to be noted that according to the "Franchise Baseline Census 
                                                 

2 See schedule 1 to the National Small enterprises Act 102 of 1996. 
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2004" undertaken by Franchise Advice and Information Network (FRAIN), the 2004 

levels of Franchisee ownership by black people represents less than 23% of total 

Franchisee ownership3.  As such, it is clear that the Franchising Industry, like all 

other industries in South Africa, lags well behinds the aspiration values that define 

our post-1994 constitutional democracy. 

12. In this context, it is useful to note the following extract from the South African 

government's department of trade and industry's (DTI) publication "South Africa's 

Economic Transformation – A Strategy for Broad-Based Black Economic 

Empowerment" (Strategy Document): 

Our country requires an economy that can meet the needs of all our economic 

citizens – our people and their enterprises – in a sustainable manner.  This will 

only be possible if our economy builds on the full potential of all persons and 

communities across the length and breadth of this country. Government's 

objective is to achieve this vision of an adaptive economy characterised by 

growth, employment and equity by 2014.4 

Specific issues requiring attention 

13. A number of extremely important resources pertaining to the question of 

transformation in the Franchising Industry exist. These are specifically referenced 

here for information purposes: 

(1) The 2000 - National Strategy for the Development and Support of 

Franchising in South Africa;5 

                                                 

3 See http://www.frain.org.za/census2004/toc.html 

4 South Africa's Transformation: A Strategy for Broad-based Black Economic Empowerment, 

Department of Trade and Industry, March 2003.  See http://way2bee.cliffedekker.com for a copy 

of this document. 

5 See http://www.frain.org.za/papers/index.html 
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(2) The Franchise Census 2004;6 and 

(3) Obstacles to previously disadvantaged individuals entering the franchise 

sector.7 

14. In developing this document, specific attention has been paid to the skills 

development and enterprise development deficits identified in the document 

referenced in paragraph 13(3). 

Engagement Model 

15. Following this paragraph is a proposed model Transformation Charter and 

Scorecard for the Franchising Industry in the Republic of South Africa. This 

proposal represents merely a starting point towards negotiations by industry 

stakeholders as to the final form of such a Transformation Charter and Scorecard. 

16. In accordance with the requirements of the Codes, a transformation charter enjoys 

no significant status in law and must be gazetted under section 9 of that Act in 

order to enjoy the legal status. As such, the proposal engagement model takes into 

account four stages: 

(1) Review and refinement of this proposed model by FASA which 

commissioned this proposal; 

(2) Engagement between FASA and the units within the Department of Trade 

and Industry having responsibility for franchising and black economic 

empowerment; 

(3) Commencement of the process defined in Code 000, Statement 010 of the 

draft Codes of Good Practice for the development of a transformation 

charter. It is suggested that this process be facilitated by FASA with support 

from Empowerdex; and 

(4) Application to the DTI for the publication of the final draft Transformation 

                                                 

6 IBID 

7 IBID 
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Charter and Scorecard in terms of sections 9 and 12 of the BEE Act. 

17. The requirements under paragraph 16(3) is summarized here below: 

(1) Code 000, statement 010 defines the requirements for a charter 

development process.  The drafting of that Code tends to be somewhat 

turgid.  However, that content is substantially reproduced here as a means of 

guiding the industry in this particularly crucial process. 

(2) A number of initial steps of specified in the Code 000, Statement 010.  These 

are as follows: 

(a) Paragraph 15 states that a charter must be developed through a 

"sufficiently comprehensive consultation process with the relevant 

stakeholders in the sector".  

(b) Paragraph 16 requires that such a comprehensive consultation process 

may be undertaken one or more of the following ways: 

(i) a major gathering of the key stakeholders in the sector; 

(ii) workshops addressing particular issues to be dealt with in the charter; 

and 

(iii) other interactive mechanisms that would ensure that the relevant 

stakeholders were informed and their views acknowledged. 

(c) In dealing with the question as to the identity of the "relevant 

stakeholders", paragraph 17 identifies the following process participants: 

(i) key enterprises within the sector; 

(ii) industry bodies for the sector or the relevant chamber of commerce; 

(iii) government, referring to the relevant government department(s) that 

interface(s) with the particular sector; 

(iv) labour bodies or the relevant trade unions;  

(v) industry watchdogs; and 

(vi) others with a relevant interest in participating in the sector. 

(d) Paragraph 18 requires that the "relevant stakeholders" should be 

"informed and involved in the key strategic processes of the charter 

process" in the following stages: 
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(i) setting the mandate for the charter steering committee so it can start 

the charter process; 

(ii) outlining of the key principles to be contained in the charter; 

(iii) setting of targets for the sector in respect of each of the elements of 

the BEE scorecard; and 

(iv) presenting of the charter to the BEE Council and to Minister of Trade 

and Industry. 

(e) Paragraph 19 requires that "negotiating parties" in the charter 

development process must be equitably represented in the negotiation 

process.  In particular, paragraph 20 states: 

There is a difference between an engagement with the negotiating 

partners and a consultation with the sectors’ relevant stakeholders.  The 

negotiating partners’ engagement involves a substantive and intense 

involvement in the formulating and drafting of the transformation charter’s 

principles and measurement criteria; whereas consultation involves the 

interaction with, and informing of, all the relevant stakeholders of the 

output of the negotiating partners’ engagement process. 

(f) To the extent that some of the "negotiating parties" are under resourced, 

paragraph 21 requires that the other such parties to "find ways to raise the 

appropriate resources to involve all the stakeholders in the negotiation 

process, without abrogating the investments that would be made by all the 

relevant participating stakeholders in the charter process". 

(g) Paragraph 23 suggests that the charter development process should be 

directed by a steering committee that is representative of all of the 

"relevant stakeholders".  In addition, paragraph 24 provides that the 

steering committee "may utilise working groups to explore, in a detailed 

manner, issues that are contained in the" charter.  These working groups 

may be conveniently divided according to the elements of the balanced 

BEE scorecard.  The "relevant stakeholders" must also be equitably 

represented in these working groups. 

(h) Paragraph 25 requires that mandate and the powers of the steering 

committee and of the working groups must be prescribed at the beginning 
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of the charter process.  

(i) Paragraphs 26 – 35 set forth the factors that are to be taken into account 

in ensuring that the final charter is as closely aligned to the Codes as to 

enable the DTI to consider gazetting that charter as a Code. 

(j) Paragraph 36 suggests that a charter should make provision for a charter 

council and paragraphs 37 – 42 contain recommendations as to the 

nature of that charter council. 

(3) The appendix to Code 000, Statement 010 contain graphical representations 

of various aspects of the charter development process and these graphics 

are reproduced here for information purposes: 

(a) The first of these graphics seeks to overview the entire charter 

development process: 

(b) The second graphic seeks to define a process model within the charter 

development process: 
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(c) The final graphic overviews the life-cycle of the charter development 

process: 

Support Materials 

18. Attached to this discussion document is a summary of the overall regulatory 

context of black economic empowerment in South Africa.  This is included as 

guidance to the Franchising Industry in the development of a Transformation 

Charter and Scorecard for the Franchising Industry. 
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A PROPOSED CHARTER AND SCORECARD 

Ownership 

19. The Franchising Industry undertakes to promote and increase participation by 

black people, black women and black designated groups in the ownership of all 

aspects of the Franchising Industry. 

20. The measurement of the level of participation by black people, black women and 

black designated groups in the ownership of a Franchisee and a Franchisor under 

this charter will be undertaken in accordance with the Statement applicable to the 

Enterprise Type of that party under Code 100.  As such, the targets, the weightings 

and the ownership calculation methodology for the ownership element of BEE for 

Franchise Industry will be as per such applicable Statement.  Accordingly, the 

ownership element of BEE for Franchise Industry will attract a weighting of 20 

points in the Franchising BEE Scorecard. 

21. Notwithstanding the provisions of paragraph 20, the Franchising Industry's 

compliance with the provisions of paragraph 19 will be measured on a Franchise 

System basis as follows: 

(1) In respect of the Franchisor of a Franchise System and against a weighting 

of 20 points and with targets as established for the appropriate Enterprise 

Type in Code 100, the score for ownership in respect of the Franchisor of the 

Franchise System to which the enterprise subject to measurement under this 

charter belongs.  

(2) In respect of a Franchisee of a Franchise System: 

(a) Against a weighting of 10 points and with targets as established for the 

appropriate Enterprise Type in Code 100, the score for ownership in 

respect of the Franchisor of the Franchise System to which the 

Franchisee belongs using the following equation: 

10
20

×=
BA  
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Where: 

A is the score for ownership to be included as per paragraph 21(2)(a) of 

this charter for the Franchisor 

B is score obtained by the Franchisor in accordance with the Statement 

applicable to the Enterprise Type of the Franchisor under Code 100 

(b) Against a weighting of 10 points and with targets as established for the 

appropriate Enterprise Type in Code 100, the score for ownership attained 

by the Franchisee using the following equation: 

10
20

×=
BA  

Where: 

A is the score for ownership to be included as per paragraph 21(2)(b) of 

this charter for the Franchisee 

B is score obtained by the Franchisee in accordance with the Statement 

applicable to the Enterprise Type of the Franchisee under Code 100 

22. Where the weighting for ownership in respect of the Enterprise Type of the 

Franchisor or the Franchisee under Code 100 may differ from 20, the score so 

attained must be adjusted using normal mathematical principles to score out of 20 

Management and Control 

23. The Franchising Industry undertakes to promote and increase participation by 

black people, black women and black designated groups in the management and 

control of all aspects of the Franchising Industry. 

24. The measurement of the level of participation by black people, black women and 

black designated groups in the management and control of a Franchisee and a 

Franchisor under this charter will be undertaken in accordance with the Statement 

applicable to the Enterprise Type of that party under Code 200.  As such, the 

targets, the weightings and the management and control calculation methodology 

for the management and control element of BEE for Franchise Industry will be as 



Discussion Document on BEE in Franchising 

Page 14 of 54 

per such applicable Statement.  Accordingly, the management and control element 

of BEE for Franchise Industry will attract a weighting of 10 points in the 

Franchising BEE Scorecard. 

25. Where the weighting for management and control in respect of the Enterprise Type 

of the Franchisor or the Franchisee under Code 200 may differ from 10, the score 

so attained must be adjusted using normal mathematical principles to score out of 

10 

Employment Equity 

26. The Franchising Industry undertakes to promote and increase participation by 

black people, black women and black designated groups in the employee profile of 

all enterprises within the Franchising Industry. 

27. The measurement of the level of participation by black people, black women and 

black designated groups in the employment profile of a Franchisee and a 

Franchisor under this charter will be undertaken in accordance with the Statement 

applicable to the Enterprise Type of that party under Code 300.  As such, the 

targets, the weightings and the employment equity calculation methodology for the 

employment equity element of BEE for Franchise Industry will be as per such 

applicable Statement.  Accordingly, the employment equity element of BEE for 

Franchise Industry will attract a weighting of 10 points in the Franchising BEE 

Scorecard. 

28. Where the weighting for employment equity in respect of the Enterprise Type of 

the Franchisor or the Franchisee under Code 300 may differ from 10, the score so 

attained must be adjusted using normal mathematical principles to score out of 10 

Skills Development 

29. The Franchising Industry undertakes to promote skills development of black 

people, black women and black designated groups employed within the 

Franchising Industry and to prioritise skills development expenditure in respect of 

black people, black women and black designated groups employed by individual 

Franchisees and Franchisors. 

30. In order to fully recognise the importance of Franchisor managed skills 

development programs for employees and owners of individual Franchisees, skills 
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development expenditure incurred by Franchisors in respect of skills development 

of Franchisees and their staff, will be recognised in both the Franchisee and the 

Franchisors Franchising BEE Scorecard on the following basis: 

(1) In respect of the Franchisor of a Franchise System: 

(a) As a percentage of total revenues received by the Franchisor, the value of 

expenditure incurred in the development, provision and facilitation of the 

development of Franchise Industry appropriate skills for owners and 

employees of Franchisees within that Franchise System.  The targeted 

level of expenditure shall represent __% of total revenues received by the 

Franchisor from the Franchise System and the weighting allocated to this 

sub-element of BEE shall be 10 points in the Franchising BEE Scorecard.  

Skills considered appropriate to the Franchise Industry shall include, 

without limitation: 

(i) Functional familiarity with the Franchise System business process and 

model including operational systems, standards and controls; 

(ii) Basic and advanced understanding of business principles appertaining 

to management and operation of the Franchising System; 

(iii) Functional familiarity with product, product management and product 

standards; 

(iv) Basic business skills and know-how; 

(v) Basic and advanced marketing skills; 

(vi) Basic and advanced management skills; and 

(vii) Cultural sensitivity and diversity management. 

(b) As a percentage of total expenditure as contemplated in paragraph 

30(1)(a), the value of such skills development expenditure which is 

incurred against SETA approved training courses with a target of __%  

and a weighting of 5 points. 

(c) The sub-elements in paragraphs 30(1)(a) and (b) shall only be available to 

the Franchisor of a Franchise System if all such skills development and 

training programmes are specified in a suggested curriculum of training 

(hereinafter "Franchisee Skills Development Curriculum") made available 

to all Franchisees and which defines programs to be completed by 
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employee occupational category, seniority and years of service. 

(d) To the extent that substantial portions of the skills development program 

referred to in paragraph 30(1)(a) are consolidated into a SETA approved 

learnership, the Franchisor shall be entitled to earn one bonus point for 

skills development. 

(2) In respect of the Franchisee of a Franchise System: 

(a) Against a target of __% and a weighting of 10 points, the percentage of 

Franchisee staff who have completed such portions of the Franchisor's 

Franchisee Skills Development Curriculum as are appropriate to their 

occupational category, seniority and years of service. 

(b) To the extent that a Franchisee has exceeded the target specified in 

paragraph 30(2)(a), that Franchisee shall be entitled to earn one bonus 

point for skills development. 

31. In recognition of the importance of Franchisees and Franchisors prioritising skills 

development of their own employees: 

(1) Franchisors will be entitled to earn a further 5 points on their Franchising 

BEE Scorecard against compliance with the requirements of the Statement 

within Code 400 applicable to their particular Enterprise Type.  Where the 

weighting for skills development in respect of the Enterprise Type of the 

Franchisor under Code 400 may differ from the 5 points provided for in this 

paragraph, the score attained under the applicable Statement must be 

adjusted using normal mathematical principles to score out of 5 points. 

(2) Franchisees will be entitled to earn a further 10 points on their Franchising 

BEE Scorecard against compliance with the requirements of the Statement 

within Code 400 applicable to their particular Enterprise Type.  Where the 

weighting for skills development in respect of the Enterprise Type of the 

Franchisee under Code 400 may differ from the 10 points provided for in this 

paragraph, the score attained under the applicable Statement must be 

adjusted using normal mathematical principles to score out of 10 points. 

32. The skills element of BEE for both the Franchisee and the Franchisor will be 
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weighted at 20 points. 

Preferential Procurement 

33. The Franchising Industry undertakes to promote and prioritise the procurement of 

goods and services required for the operation of their business from suppliers 

scoring in excess of 65 points on the BEE scorecard applicable to that supplier. 

34. Where a Franchise System is so structured as to permit the Franchisees in that 

Franchise System to procure more than 75% of their Franchise System specific 

good and/or services (based upon a justifiable determination of the aggregate 

value of procurement required for operational purposes) at their own discretion: 

(1) The Franchisor's compliance with the preferential procurement element of 

BEE will be measured in accordance with the Statement applicable to the 

Enterprise Type of the Franchisor in Code 500 against the targets specified 

in that Statement and a weighting of 20 points. 

(2) The Franchisee's compliance with the preferential procurement element of 

BEE will be measured in accordance with the Statement applicable to the 

Enterprise Type of the Franchisor in Code 500 against the targets specified 

in that Statement and a weighting of 20 points, provided that the value of any 

goods or services procured from a supplier that the Franchisor compels the 

Franchisee to buy from will be excluded from all calculations provided for in 

Code 500. 

35. In all instances other than as referred to in paragraph 34: 

(1) The Franchisor's compliance with the preferential procurement element of 

BEE will be measured in accordance with the Statement applicable to the 

Enterprise Type of the Franchisor in Code 500 against the targets specified 

in that Statement and a weighting of 20 points. 

(2) The Franchisee's compliance with the preferential procurement element of 

BEE will be measured: 

(a) in respect of any goods or services procured from own discretionary 

suppliers against the targets established in the Statement applicable to 

the Enterprise Type of the Franchisee in Code 500 and a weighting of 5 
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points, the Franchisee's score in terms of that Statement; and 

(b) in respect of any goods or services procured from suppliers specified by 

the Franchisor or from the Franchisor as being the Franchisor's score for 

the preferential procurement element of BEE adjusted for a weighting of 

15 points. 

36. The preferential procurement element of BEE for both the Franchisee and the 

Franchisor will be weighted at 20 points. 

Enterprise Development 

37. The Franchising Industry undertakes to promote and prioritise the enterprise 

development in respect of: 

(1) New Franchisees in respect of Franchisors; and 

(2) SMME enterprises scoring in excess of 65 points on the BEE scorecard 

applicable to those enterprises in respect of Franchisees. 

38. In respect of the Franchisor of a Franchise System, the enterprise development 

element of BEE will be measured as follows: 

(1) As a percentage of new franchises commenced in any year of measurement, 

the number of such franchises wholly owned by black people or owned by 

enterprises which, measured in accordance with the Statements applicable 

to their enterprise type, obtain a combined score in excess of 19.5 points in 

respect of their performance for the ownership and management and control 

elements of BEE (Codes 100 and 200).  The target shall be __%  and the 

weighting shall be 3 points. 

(2) Against a value target shall be __%  of total Franchise System revenues 

received by the Franchisor and a weighting of 6 points: 

(a) the value of discounts offered in respect of total new franchise initiation 

fees granted to new franchises which are wholly owned by black people or 

owned by enterprises which, measured in accordance with the 

Statements applicable to their enterprise type, obtain a combined score in 

excess of 19.5 points in respect of their performance for the ownership 

and management and control elements of BEE (Codes 100 and 200); 
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(b) the value of investment into new franchises which are wholly owned by 

black people or owned by enterprises which, measured in accordance 

with the Statements applicable to their enterprise type, obtain a combined 

score in excess of 19.5 points in respect of their performance for the 

ownership and management and control elements of BEE (Codes 100 

and 200) in the year of commencement of those new franchises; 

(c) the value of investment into existing Franchisees which are wholly owned 

by black people or owned by enterprises scoring in excess of 65 points on 

the BEE scorecard applicable to those Franchisees; and 

(d) __% of outstanding balance of any loans made to Franchisees which are 

wholly owned by black people or owned by enterprises scoring in excess 

of 65 points on the BEE scorecard applicable to those Franchisees in 

connection with the establishment and/or perpetuation of their franchise 

business on terms as favourable or more favourable than those offered by 

commercial banks for every year of measurement. 

(3) The Franchisor shall be entitled to one further point for the enterprise 

development element of BEE if it is has facilitated for its Franchisees which 

are wholly owned by black people or owned by enterprises scoring in excess 

of 65 points on the BEE scorecard applicable to those Franchisees, access 

to financial services products with the Franchisor's bankers which are 

substantially more favourable than those for which such Franchisees would 

themselves qualify.  These points will be awarded against certification by the 

Franchisor's bankers that the financial services products offered to such 

Franchisees qualify for recognition as enterprises development, 

empowerment financing or access to financial services credits on that 

banker's BEE scorecard and that such financial services products have been 

offered to such Franchisees as a result of the facilitation of the Franchisor. 

(4) The Franchisor shall be entitled to receive one bonus point for enterprise 

Development against receipt of accreditation from the Charter Council that 

the its has developed and is implementing a policy which ensures that 

support services offered to new Franchisees are sufficiently robust as to 

assure durability and sustainability by of the business opportunity by those 
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Franchisees.  These programmes may include, without limitation, the 

provision of information materials and support resources commonly required 

for Franchisees to understand the nature and challenges to their business 

such as comprehensive operational management manuals, resource 

directories and mentoring programmes. 

39. In respect of the Franchisee of a Franchise System, the enterprise development 

element of BEE will be measured as follows: 

(1) The score derived by the Franchisor of that Franchise System for the 

enterprise development element of BEE adjusted against a weighting of 7 

points. 

(2) Against the targets established in the Statement applicable to the Enterprise 

Type of the Franchisee in Code 600 and a weighting of 3 points, the 

Franchisee's score in terms of that Statement for the enterprise development 

element of BEE. 

40. The enterprise development element of BEE for both the Franchisee and the 

Franchisor will be weighted at 10 points. 

Residual 

41. The Franchising Industry undertakes to promote and prioritise corporate social 

responsibility contributions to BEE on the following basis: 

(1) Franchise Industry specific initiatives to facilitate the inclusion of black people 

in the sector; 

(2) Franchise Industry specific initiatives to promote black economic 

empowerment; and 

(3) Corporate social investment initiatives in health, education, poverty 

alleviation and community development. 

42. In respect of the Franchisor of a Franchise System, the residual element of BEE 

will be measured as being the percentage of Total System Revenues earned by 

the Franchisor from the Franchise System that is expended upon any initiative as 

outlined in paragraph 41 with a target of __% and a weighting of 10 points. 
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43. In respect of the Franchisee of a Franchise System, the residual element of BEE 

will be measured as being: 

(1) the percentage of fees payable by the Franchisee to the Franchisor which 

are to be attributed by the Franchisor to any initiative as outlined in 

paragraph 41 with a target of __% and a weighting of 6 points; and 

(2) the percentage of own net profit earned of the Franchisee that is expended 

upon any initiative as outlined in paragraph 41(3) with a target of __% and a 

weighting of 4 points. 

Scorecard 

44. The following represents the scorecard for Franchisors of a Franchise System: 

Item target weight Reference 

Ownership and Management Control 

Franchisor Ownership as per Code 100 As per Code 100 20 Paragraph 21(1) 

Franchisor Management Control as per 

Code 200 

As per Code 200 10 Paragraph 24 

Human Resource Development 

Employment Equity as per Code 300 As per Code 300 10 Paragraph 27 

Skills Development of Franchisees and 

their Staff 

__% of Total 

System Revenues 

10 Paragraph 

30(1)(a) 

Franchisee Skills Development Programs 

accredited by Seta 

__% of total 

Franchisee skills 

development 

expenditure 

5 Paragraph 

30(1)(b) 

Bonus point for learnerships  1 Paragraph 

30(1)(d) 

Own staff skills development as per Code 

400 

As per Code 400 5 Paragraph 31(1) 

Indirect Empowerment 
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Preferential procurement as per 

paragraphs 34(1) or 35(1) 

As per Code 500 20 Paragraphs 34(1) 

or 35(1) 

enterprise Development as per paragraphs 

38(1), 38(2), 38(3) and 38(4) 

As per paragraphs 

38(1), 38(2), 38(3) 

and 38(4) 

10 Paragraphs 38(1), 

38(2), 38(3) and 

38(4) 

Residual as per Code 700 As per Code 700 10 Paragraph 42 

45. The following represents the scorecard for Franchisees of a Franchise System: 

Item target weight Reference 

Ownership and Management Control 

Franchisor Ownership as per Code 100 As per Code 100 10 Paragraph 

21(2)(a) 

Franchisee Ownership as per Code 100 As per Code 100 10 Paragraph 

21(2)(b) 

Franchisee Management Control as per 

Code 200 

As per Code 200 10 Paragraph 24 

Human Resource Development 

Employment Equity as per Code 300 As per Code 300 10 Paragraph 27 

Skills Development programmes of 

Franchisor as per paragraph 30(2)(a) 

As per paragraph 

30(2)(a) 

10 Paragraph 

30(2)(a) 

Bonus point for over performance  1 Paragraph 

30(2)(b) 

Own staff skills development as per Code 

400 

As per Code 400 10 Paragraph 31(2) 

Indirect Empowerment 

Preferential procurement as per 

paragraphs 34(2) and 35(2) 

As per paragraphs 

34(2) and 35(2) 

20 Paragraphs 34(2) 

and 35(2) 

enterprise Development as per paragraphs As per paragraphs 10 Paragraphs 39(1) 
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39(1) and 39(2) 39(1) and 39(2) and 39(2) 

Residual as per paragraphs 43(1) and 

43(2) 

As per paragraphs 

43(1) and 43(2) 

10 Paragraphs 43(1) 

and 43(2) 
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SUPPORT MATERIALS 

Broad-based black economic empowerment in context 

46. One of the major challenges that had to be dealt with by the first South African 

democratic government was the issue of transformation.  This was a direct result 

of the apartheid system that was designed to exclude black people from the 

mainstream of the economy.  From as early as 1994, it became clear that 

substantive equality amongst South African racial groups could not be achieved 

without some form of differentiation.  That realisation resulted in BEE becoming the 

focus point for South Africa's transformation.  

47. In 2002, the BEE Commission of the Black Business Council released its report8 

that had as one of its recommendations the adoption of an integrated national BEE 

strategy.  

48. In response to this requirement, the DTI released the Strategy Document in March 

2003.  The main vision behind the Strategy Document was to adapt the economy 

to ensure that BEE met the needs of the South African people in a more equitable 

manner.  The Strategy Document assumed the view that state intervention was 

required for South Africa to root out the entrenched economic inequalities that 

caused a hindrance to growth, economic development, job creation and poverty 

eradication amongst the broader South African community. 

49. The Strategy Document served to provide clear guidance on how to deal with the 

above challenges and more specifically to eradicate the entrenched gender 

inequality, racial and ethnic wealth disparities which could very easily have caused 

tremendous social and political instability to the country's democracy.  The 

Strategy Document therefore seeks to provide greater clarity and certainty on the 

actions necessary to succeed with BEE. 

50. As such, the Strategy Document states government policy and instruments that will 

be used to overcome the legacy of apartheid and to empower groups with a history 

                                                 

8 See http://way2bee.cliffedekker.com for a copy of this report. 
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of disadvantage.  It is the seminal source of information as to the formalisation of 

private partnerships, private sector charters and  BEE measurement tools and is 

the progenitor of the Broad Based Black Economic Empowerment Act 53 of 2003 

(BEE Act) and its primary implementation instrument, the Codes of Good Practice 

(Codes). 

51. The following represents a summary of the context of the Strategy Document: 

(1) The Strategy Document envisions BEE regulation as having three separate, 

but linked, contexts which are:  

(a) direct empowerment, the objective of which is the promotion of ownership, 

management and control by Black Persons over the country's economy;  

(b) the promotion of human resources development and employment equity; 

and  

(c) indirect empowerment which evaluates criteria like the level of 

procurement from Black businesses and enterprise development through 

joint ventures with Black empowered or Black owned businesses. 

(2) The importance of this contextual distinction lies in the weighting.  The 

aspects which are highlighted in each of the above 3 contexts are the factors 

which are weighted and a percentage, out of 100 percent, is given to each of 

highlighted aspect, the percentages achieved by the entity being rated from 

each factor are added together, the sum of which becomes the BEE score 

achieved by such entity out of 100 percent.  

(3) The three components highlighted above were characterised in the Strategy 

Document in the following manner: 

(a) Ownership: Ownership recognises and measures the entitlement of black 

people to the voting rights and economic interest associated with equity 

holding.  Voting rights afford the rights to determine strategic and 

operational policies of an enterprise, while economic interests result in the 

rebuilding and accumulation of wealth by black people. 

(b) Management: Management control refers to the effective control of 

economic activities and resources.  This involves the power to determine 
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policies as well as the direction of economic activities and resources.  

Management control is exercised through the governing bodies of an 

enterprise and is normally measured at two levels: 

(i) board of directors (equivalent structure), where the determination of 

strategies, policies and direction of the economic activities and 

resources is made; and 

(ii) executive management or highest executive body after the board of 

directors or equivalent structure, which is entrusted with the day-to-day 

management of the entity’s economic activities and resources. 

(c) Employment Equity: Employment equity is a mechanism used to achieve 

equity in the workplace by promoting equal opportunity and fair treatment 

in employment through the elimination of unfair discrimination and 

implementing affirmative action measures to redress the disadvantages in 

employment experienced by black people, in order to ensure their 

equitable representation in all occupational categories and levels in the 

workplace.  Enterprises are required to comply with the spirit and the 

provisions of the Employment Equity Act 55 of 19989 to bring about an 

equitable representation of black people at all occupational and skills 

levels in organisations over a period of time.  The underlying principle 

behind employment equity is to foster the active involvement of black 

people in the operational, professional and executive decision-making 

processes in their employing enterprises. 

(d) Skills Development: Skills development refers to the development of core 

competencies of black people to facilitate their interaction in the 

mainstream of the economy.  It is imperative that there be a focus on core 

and technical skills that would enable black people to participate in the 

wider economy in a meaningful manner. 

(e) Preferential Procurement: Preferential procurement is a measure 

designed to widen market access for enterprises, in order to integrate 

                                                 

9 See http://way2bee.cliffedekker.com for a copy of this Act. 
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them into the mainstream of the economy.  Preferential procurement 

encourages and facilitates the adoption of BEE by aligning business 

imperatives to BEE.  Preferential procurement will create economic 

empowerment benefits indirectly but meaningfully as it multiplies the 

effects of private and public sector intervention to promote BEE. 

(f) Enterprise Development: The enterprise development element aims at 

assisting and accelerating the development of the operational and 

financial capacity of entrepreneurial enterprises who contribute towards 

BEE.  The primary beneficiaries of enterprise development are the small 

and medium enterprises owned and controlled by black people.  The 

measures range from direct financial assistance to non-monetary support 

provided to entrepreneurial enterprises. 

(g) Residual factor: This element allows other factors that may accelerate 

BEE to be taken into account and included at the discretion of the specific 

sector or entity.  Sectors and Enterprises are encouraged to consider 

some of the following in their BEE initiatives: 

(i) infrastructural support to suppliers and other enterprises in the same 

area or community; 

(ii) labour-intensive production and construction methods; 

(iii) beneficiation; 

(iv) investment and support to enterprises operating in rural communities 

and the geographic areas identified in government’s integrated 

sustainable rural development programme and urban renewal 

programme; and 

(v) investment in the social wage of employees (for example, housing, 

transport, and health care). 

(4) The Strategy Documents proposed and approach to the application of BEE 

that was premised upon government using a balanced scorecard to measure 

progress made in achieving BEE by enterprises.  The use of a common 

scorecard by different stakeholders was intended to provide a basic 

framework against which to benchmark the BEE process in different 

enterprises and sectors.  The scorecard was further intended to facilitate the 
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process of setting measurable targets for BEE, for BEE ratings and other 

measurement purposes.  The scorecard allowed for a measure of flexibility 

and adaptiveness to the particular circumstances of specific sectors or 

enterprises, while at the same time sought to bring about a measure of 

standardisation to the definition and measurement of BEE.  

(5) The scorecard in the Strategy Document took the following form: 

Elements of BEE Indicators Weighting 
Equity Ownership % share of economic benefits 20% 
Management % black persons in executive management and/or executive 

board and board committees 
10% 

Employment equity Weighted employment equity analysis 10% 
Skills development Skills development expenditure as a proportion of total payroll 20% 
Preferential 
procurement 

Procurement from black-owned and empowered enterprises as a 
proportion of total procurement 

20% 

Enterprise 
development 

Investment in black-owned and empowered enterprises as a 
proportion of total assets 

10% 

Residual To be determined by sector/enterprise 10% 
Total Score out of 100%   

52. The BEE Act was promulgated on 14 April 200410.  This Act represents the legal 

framework for the implementation of the measures and procedures proposed in the 

Strategy Document for the achievement of a black empowered South Africa.  The 

Act provides for the issue of Codes and the publication of sector specific 

transformation charters.  The Act further establishes a BEE Advisory Council, the 

function of which is to advise the government on issues relating to BEE.  

53. Unlike the Strategy Document, which provides a strategy for the attainment of 

BEE, the Act reinforces and facilitates the process of BEE.  The Act has the force 

of law and therefore any measure taken as prescribed by the Act can be defended 

and enforced in a court of law.  Therefore, unlike the Strategy Document, the BEE 

Act has legal implications.  

54. The Act has as its object, the promotion of economic transformation and ensuring 

meaningful participation in the economy by black people.  The Act highlights the 

lack of participation by black women in ownership and management of businesses, 

as well as the plight of rural and local communities.  The Act therefore deals with 

and addresses the questions of inequities between races, genders and rural and 
                                                 

10 See http://way2bee.cliffedekker.com for a copy of this Act. 
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urban communities and; highlights areas of the South African society that have to 

transform in order for the country to achieve substantive equality amongst the 

various groups that reside in it.  

55. Amongst other things, the Act allows the government to issue Codes.  These serve 

as the government's means of formalising the definition and interpretation of BEE 

and the establishment of criteria and indicators to measure BEE. 

56. On 8 December 2004, the DTI published a first draft of several of its intended 

Codes 11.  The Codes, provided for in section 9 of the BEE Act, are documents 

gazetted by the Minister of Trade and Industry and which are intended, inter alia, 

to establish the "indicators to measure broad-based black economic 

empowerment." 

57. Section 10 of the BEE Act provides that the Codes enjoy a significant status in law: 

"Every organ of state and public entity must take into account and. as far as is 

reasonably possible, apply any relevant code of good practice issued in terms of 

this Act in: (a) determining qualification criteria for the issuing of licences, 

concessions other authorisations in terms of any law; (b) developing and 

implementing a preferential procurement policy; (c) determining qualification 

criteria for the sale of state-owned companies; and (d) developing criteria for 

entering into partnerships with the private sector." 

58. Since the terms "organ of state" and "public entity" include every level of 

government, departments of government and state owned business enterprises, it 

follows that the provisions of section 10 are important for any business wishing to 

achieve a perpetuation of its operations in South Africa. 

                                                 

11 See http://way2bee.cliffedekker.com for a copy of these draft Codes.  Kindly note that at the 

time of preparation of this Discussion Document, the draft Codes published in December 2004, 

are in the process of being reworked following a public consultation process.  It is probable that 

the final content of the Codes, following completion of the reworking process, will differ from the 

draft versions.  In this document however, the content of the Codes is reflected in its current draft 

form. 
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59. Contained in Code 000, Statement 000 is a refinement of the scorecard first 

proposed by the Strategy Document.  This refined scorecard is intended to serve 

as a basis against which to measure all enterprises operating in South Africa. 

60. At the time of first publication of the draft Codes, some seven sectoral 

transformation charters, developed largely by the private sector (but in many 

instances with significant government participation) has been published and as 

many as a further 30 processes were rumoured to be underway towards 

developing similar charters. 

61. The BEE Act seeks to provide some recognition to such transformation charters 

(Charters) in section 12: 

The Minister must publish in the Gazette for general information and promote a 

transformation charter for a particular sector of the economy, if the Minister is 

satisfied that the charter: (a) has been developed by major stakeholders in that 

sector; and (b) advances the objectives of this Act. 

62. As section 12 is silent as to the status to be accorded to Charters once they are 

gazetted, regard must be had to the content of the draft Codes in interpreting the 

overall context of Charters.  In this regard, the admittedly turgid drafting of 

paragraph 45 of Code 000 Statement 010 is instructive: 

The publication of a sector transformation charter as a sector transformation 

charter, as defined in section 12 of the Act, in the Gazette, will confirm the draft 

document’s status as a sector transformation charter and should be noted as 

evidence of the commitment by all stakeholders to promote black economic 

empowerment in the sector.  

63. As such, it appears to be clear that Charters represent little more than sectoral 

mission statements and certainly do not carry the weight of law.  That said, 

paragraph 44 of Code 000 Statement 010 has created a possible means to 

establish regulatory force for Charters in stating that: 

In addition, the Minister can elect to publish a transformation charter for a 

particular sector of economy as a Code of Good Practice in the Gazette, if he/she 

is satisfied that the charter meets the criteria as stipulated in section 12 of the 
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Act, as well as all principles and requirements in this and other statements of the 

Codes of Good Practice. Upon its publication as a Code of Good Practice in the 

Gazette, the charter will assume the same status as a Code of Good Practice as 

stipulated in section 9 of the Act. 

64. This means to attributing a legal status to Charters is however subject to severe 

limitation in terms of the provisions of paragraphs 26-42 of Code 000 Statement 

010.  In the interests of brevity, the full content of these paragraphs will not be 

replicated here, but suffice it to note the content of paragraph 26 that states: 

It is important to ensure that there is comparability among the different charters 

so as to assess progress made by the different sectors. The key elements of the 

charter that require harmonization are: (a) the content of the charter; (b) 

indicators for the different elements of the balanced BEE scorecard; (c) targets 

for the different elements of the balanced BEE scorecard; and (d) the weightings 

of the different elements of the balanced BEE scorecard. 

65. In the paragraphs following paragraph 26 of Code 000 Statement 010, there exist 

extremely prescriptive requirements which record the basis upon which a Charter 

will be deemed to be sufficiently "harmonized". These include: 

(1) use of the same indictors of BEE compliance as specified in the Codes 

unless divergence may be adequately justified; 

(2) use of the same targets as specified in the Codes against which to measure 

compliance with the BEE indicators unless divergence may be adequately 

justified; and 

(3) use of the same weightings for indicators of BEE compliance in a BEE 

scorecard as specified in the Codes unless divergence may be adequately 

justified. In any event, no weighting may differ from those in the Codes by 

more than 10 points nor may any weighting specified in the Codes receive a 

weighting of less than 5 points in the Charter scorecard. 

66. It follows then that Charters are of marginal importance from a pure regulatory 

perspective, unless that are sufficiently harmonised to the Codes as to permit their 

gazetting in terms of section 9 of the BEE Act. 
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67. It is however important to understand that the Codes do not do away with the 

Charters, but merely seek to formalise their status.  Indeed, for sectors to achieve 

recognition of their particular context from a BEE perspective, it is necessary for 

them to first develop a Charter before seeking the gazetting of a sector specific 

Code based upon that Charter. 

68. It therefore follows that any attempt by the franchising industry to bring about a 

specific and recognised BEE framework to govern their industry will have to align 

to the BEE Act and the Codes.  As such: 

(1) a Charter will have to be developed that complies with Code 000 Statement 

010 and, in particular, canvasses each of the elements of BEE identified in 

the BEE scorecard, assigning targets, weighting and element definitions; and 

(2) that Charter will have to be submitted to the DTI for consideration for 

possible gazetting as a Code. 

69. A Charter development process must hence be the first order of business for the 

franchising industry.  An overview of the requirements stated in the Code in 

respect of the Charter development process is provided below. 

The existing Charters 

70. The section of the document seeks to outline the essential elements of a number 

of the existing Charters.  It is not intended to be a comprehensive analysis of all of 

the Charters nor is it intended to be a substitute for a thorough review of those 

Charters.  Instead, it is include for two discreet purposes: 

(1) This section should be used as means for the franchising industry to identify 

the various approaches that have been employed by various sectors in 

defining their Charters; and 

(2) This section serves as a summary of some of the requirements that may be 

of application to various enterprises in the franchising industry that also fall 

within the jurisdiction of existing Charters. 

71. For further information concerning each of the Charters dealt with in this section as 
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well as a number of other, the franchising industry is referred to Cliffe Dekker's 

"Way to BEE" website12 where many of the existing Charters and Charter working 

documents are contained.  Other useful websites are those of the DTI, 

EmpowermentSA, and WorkInfo. 

72. The delicate balance between the Codes and the Charters should at all times 

guide the reader's evaluation of the following content.  The mere existence of a 

deviation between the content of a Charter and that of Code should not be 

interpreted as implying that the content of that Charter meets with the approval of 

the DTI.  As such, a guiding principle should be that the Codes take precedence 

and as little deviation from the Codes as possible, is always desirable. 

73. The Petroleum Charter: 

(1) The wellbeing of all South Africans depends on proactive steps being taken 

to ensure the economic empowerment of those who have been historically 

disadvantaged.  The petroleum sector plays an important role in the 

economy of this country and the daily lives of South African people.  This 

Charter was the first Charters to be introduced, and was completed and 

adopted before the BEE Act was introduced.  At the time that the Charter 

was introduced a scorecard was not a principle that was required for 

compliance purposes. 

(2) The stated beneficiaries of the Petroleum Charter are "Historically 

Disadvantaged South Africans" (HDSA), a beneficiary class that is widely 

considered to include black people as well as "white" women and disabled 

people.  The use of HDSA's appears to have been discontinued since the 

adoption of the BEE Act. 

(3) Access and Ownership: Access to large infrastructure for the movement and 

storage of crude oil and petroleum products is acknowledged as a critical 

weakness in the supply chain of emerging companies.  In this regard, owners 

of such facilities provide third parties with non-discriminatory access to 

                                                 

12 See http://way2bee.cliffedekker.com 
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uncommitted capacity.  HDSA companies are to be given fair opportunity to 

acquire ownership in such facilities. 

(4) Skills Development: The South African labour market does not produce 

enough of the skills required by the petroleum industry, especially HDSA 

companies.  Organised industry and government commit to working together 

in addressing this skills gap.  Government endeavours to secure training 

opportunities for HDSA companies’ staff, as well as exchange opportunities 

with oil companies operating outside South Africa.  Industry undertakes to, 

amongst others, build skills of its employees and report on progress annually 

in an agreed format. 

(5) Employment Equity: Companies in the petroleum and liquid fuels sector 

commit to publish their employment equity targets and achievements and 

subscribe to the following:  

(a) South African subsidiaries of multinational companies and South African 

companies focus their overseas placement and / or training programmes 

on historically disadvantaged South Africans;  

(b) identifying a talent pool and fast tracking it;  

(c) ensuring inclusiveness of gender;  

(d) implementing mentorship programmes; and  

(e) setting and publishing "stretch" (i.e. demanding) targets and their 

achievement. 

(6) Preferential Procurement: Participants in the industry subscribe to and adopt 

supportive procurement policies to facilitate and leverage the growth of 

HDSA companies.  Such policies include criteria that favour HDSA 

companies, all else being equal.  The scope of procurement shall include 

supplies, products and all other goods and services.  HDSA companies are 

accorded preferred supplier status as far as possible.  Government will 

engage with State Tender authorities to draw their attention to the White 

Paper milestones with respect to economic empowerment of historically 

disadvantaged South Africans, with the aim of giving effect to supportive 
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procurement policies within this sector. 

(7) Enterprise Development: Access to refining capacity also represents a key 

weakness in HDSA companies’ supply chain.  Oil refiners and synthetic fuel 

manufacturers seriously consider selling or sharing their facilities to HDSA 

companies, making capacity available to HDSA companies, and including 

HDSA companies as joint venture partners in any expansions or upgrades.  

The parties agree to create fair opportunity for entry to the retail network and 

commercial sectors by HDSA companies 

(8) Residual: Finance is a serious constraint for HDSA companies.  Government 

assists industry in explaining the milestones in the White Paper on Energy 

Policy, as well as explaining the needs and characteristics of the industry to 

financing institutions, both private and public.  Companies investigate and 

implement internal and external financing mechanisms for giving HDSA 

companies access to equity ownership within the South African context.  

Companies in the petroleum and liquid fuels commit to consider engaging 

HDSA companies in viable strategic partnerships.  

74. The Mining Charter: 

(1) The Mining Charter was adopted in furtherance of the objective of pursuing a 

shared vision of a globally competitive mining industry that draws on the 

human and financial resources of all South Africa's people and offers real 

benefits to all South Africans.  The goal of the Mining Charter to create an 

industry that will proudly reflect the promise of a non-racial South Africa.  

This charter was one of the first charters to be introduced, and was 

completed and adopted before the BEE Act was introduced.  While the 

Mining Charter included a scorecard, this was a checklist scorecard that 

does not align to the scorecard envisaged in the Strategy Document or the 

Codes of Good Practice. 

(2) Ownership and Joint Ventures: The objective of the Mining Charter is to 

achieve 15% HDSA ownership of South African mining industry assets in 5 

years and 26% in 10 years.  The currency of measure of transformation of 

ownership includes HDSA equity participation, market share as measured by 

attributable units of South African production controlled by HDSA's and 
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offsets based upon local beneficiation of mineral resources.  Unlike the other 

charters, it was specifically envisaged that the continuing consequences of 

all previous deals would be included in calculating ownership compliance. 

(3) Skills Development: The South African labour market does not produce 

enough of the skills required by the petroleum industry, especially HDSA 

companies.  Organised industry and government commit to working together 

in addressing this skills gap.  Government endeavours to secure training 

opportunities for HDSA companies’ staff, as well as exchange opportunities 

with oil companies operating outside South Africa.  Industry undertakes to, 

amongst others, build skills of its employees and report on progress annually 

in an agreed format. 

(4) Employment Equity and Employee Welfare: Mining companies are required 

to publish their employment equity plans and achievements and subscribe to 

the following: 

(a) Establish targets for employment equity, particularly in the junior and 

senior management categories.  Companies agree to spell out their plans 

for employment equity at the management level with an aspiration target 

of 40% HDSA participation in management within 5-years; 

(b) South African subsidiaries of multinational companies and South African 

companies, where possible, will focus their overseas placement and/or 

training programmes on historically disadvantaged South Africans; 

(c) Identification of a talent pool and fast tracking it.  This fast tracking should 

include high quality operational exposure; 

(d) Ensuring higher levels of inclusiveness and advancement of women with 

an aspirational target of 10% women participation in the mining industry 

within 5-years; and 

(e) Setting and publishing targets and achievements. 

In addition, and in relation to general employee welfare, it was agreed that 

the stakeholders should ensure non-discrimination against foreign migrant 

labour. 
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The mining industry, in partnership with all spheres of government, also 

undertake to co-operate in the formulation of integrated development plans 

for communities where mining takes place and for major labour-sending 

areas, with special emphasis on development of infrastructure. 

In addition, the stakeholders, in consultation with the Mine Health and Safety 

Council, the Department of Housing and organized labour, undertake to 

establish measures for improving the standard of housing including the 

upgrading of hostels, conversion of hostels to family units and the promotion 

of home ownership options for mine employees; and to establish measures 

for improving of nutrition of mine employees. 

(5) Skills Development: Stakeholders undertake to address the "skills gap" in the 

mining sector: 

(a) Through the standing consultative arrangements they will interface with 

statutory bodies such as the Mines Qualifications Authority (MQA), in the 

formulation of comprehensive skills development strategies that include a 

skills audit; 

(b) By interfacing with the education authorities and providing scholarships to 

promote mining related educational advancement, especially in the fields 

of mathematics and science at the school level; 

(c) By undertaking to ensure provision of scholarships and that the number of 

registered learnerships in the mining industry will rise from the current 

level of some 1200 learners to not less than 5000 learners by March 

2005; and 

(d) Through the MQA shall undertake to provide skills training opportunities to 

miners during their employment in order to improve their income earning 

capacity after mine closure. 

In addition, mining companies undertake: 

(a) To offer every employee the opportunity to become functionally literate 

and numerate by the year 2005 in consultation with labour; 

(b) To implement career paths to provide opportunities to their HDSA 
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employees to progress in their chosen careers; and 

(c) To develop systems through which empowerment groups can be 

mentored as a means of capacity building. 

(6) Preferential Procurement: The mining sector undertakes to give HDSA's a 

preferred supplier status, where possible.  To this end the sector undertakes 

to: 

(a) Identify current levels of procurement from HDSA companies; 

(b) Commit to a progression of procurement from HDSA companies over a 3 

to 5-year time frame reflecting the genuine value added by the HDSA 

provider; 

(c) Encourage existing suppliers to form partnerships with HDSA companies, 

where no HDSA Company tenders to supply goods or services; and 

(d) Commit to helping develop HDSA procurement capacity and access 

Department of Trade and Industry (DTI) assistance programmes to 

achieve this. 

It is also envisaged that information on all HDSA companies wishing to 

participate in the industry will be collected and published.  All participants in 

the industry will assist the DTI in compiling such a list that will inter alia be 

published by government on the Internet and updated regularly. 

(7) Other: Finance is a serious constraint for HDSA companies.  The mining 

sector agrees to assist HDSA companies in securing finance to fund 

participation in an amount of R100 billion within the first 5-years.  Participants 

agree that beyond the R100 billion-industry commitment and in pursuance of 

the 26 per cent target, on a willing seller - willing buyer basis, at fair market 

value, where the mining companies are not at risk, HDSA participation will be 

increased. 

75. The Financial Services Charter:  

(1) In August 2002, the financial sector committed itself to the development of a 

Black Economic Empowerment charter.  This commitment was made noting 
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that, despite significant progress since the establishment of a democratic 

government in 1994, South African society remains characterised by racially 

based income and social service inequalities.  These inequalities also 

manifest themselves in the country’s financial services sector.  A positive and 

proactive response from the sector through the implementation of BEE, 

amongst others, will further unlock the sector’s potential. 

(2) Equity Ownership: BEE ownership initiatives should be aimed at promoting 

the productive and sustainable participation of black companies and black 

people in each sector of the economy.  Ownership will be particularly 

encouraged if it adds value to the companies involved and includes 

meaningful participation in management and control.  Each financial 

institution will have the following targets: 

Core component of BEE Indicators Target 
Ownership    25% by 2010 
Direct ownership Listed companies: standard valuation as % of 

market capitalisation.  Non-listed companies: 
standard valuation 

Min 10% by 2010 

Direct or indirect ownership in 
excess of 10% 

Listed companies: standard valuation as % of 
market capitalisation.  Non-listed companies: 
standard valuation 

15% by 2010 

Control     
Board Black people as a % of board of directors 33% 
  Black women (as a % of board of directors) Min of 11% 
Executive     
Executive management Black people as a % of executive management Min 25% 
  Black women (as a % of executive 

management) 
Min 4% 

(3) Human Resource Development: Each financial institution undertakes to 

promote a non-racial, non-sexist environment and to enhance cultural 

diversity and gender sensitivity within the sector.  They also commit to invest 

in human resource development across the full spectrum of skills, with 

special emphasis on increasing the participation of Black People in skilled, 

strategic and operational leadership in the sector.  It is also an expectation 

that the financial institutions invest in and equip current and future leadership 

incumbents in the sector with the appropriate knowledge and capacity to 

enable them to play a central role in driving the transformation programme.  

The employment equity targets are as follows:    

Core component of BEE Indicators Target 
Senior management black people as a % of senior management Min 20%-25% 
  black women as a % of senior management Min 4% 
Middle management black people as a % of middle management Min 30% 
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  black women as a % of middle management Min 10% 
Junior management black people as a % of junior management Min 40%-50% 
  black women as a % of junior management Min 15% 

(4) Skills Development: Over and above any skills levies payable by a financial 

institution, each institution has committed to spend 1.5% of total basic payroll 

per annum on training of black employees.  The financial sector also 

undertakes to implement a Learnership Programme in terms of which, over 

one learning cycle of three intakes, each financial institution will employ up to 

4.5% of its total staff in the form of black matriculants, or the NQF Level Four 

equivalent, in registered learnerships. 

(5) Procurement Policies: Financial institutions will implement a targeted 

procurement strategy to enhance BEE.  A minimum of two thirds of the 

procurement expenditure must be spent with BEE accredited companies as 

the primary vendor.  The residual one third may be channelled to BEE 

accredited companies via a primary vendor, which is not a BEE accredited 

company, with only the BEE portion of the expenditure counting towards the 

target.  The target is currently 50% of the value of all procurement from BEE 

accredited companies by 2008 and 70% by 2014. 

(6) Enterprise Development: The financial sector commits itself to fostering new, 

and developing existing BEE accredited companies by improving the levels 

of assistance provided to BEE accredited companies in the financial sector 

and other sectors of the economy.  Measurable financial support given in this 

connection will be scored under procurement.  The sector also commits to 

supporting the establishment and growth of BEE accredited companies as 

broking agencies and/or enterprises in the financial sector through which the 

sector sells its products and services.  Measurable financial support given in 

this connection will be scored under procurement.  Joint ventures with, debt 

financing of, and equity investments in BEE companies, in the financial 

sector and other sectors of the economy will also be supported by the 

financial sector. 

(7) Residual: The financial sector commits itself to substantially increasing 

effective access to first order retail financial services to a greater segment of 

the population within LSM 1-5.  Evidence of this commitment is the 
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introduction of the Mzansi bank account which has given an estimated 13.5 

million low income earning South Africans the opportunity to open a bank 

account which offers affordable services. 

In addition, all the parties to the charter commit themselves to working in 

partnership with Government and its DFIs to mobilize resources for 

empowerment financing.  Based on preliminary calculations, it was originally 

estimated that the aggregate amount of new empowerment financing from 

the financial sector could exceed R75bn.  This amount has since been 

increased to R122.5bn over five years to funding black economic 

empowerment in South Africa 

76. The Maritime Transport & Services Industry 

(1) The Maritime Charter of the economy is often associated with shipping lines 

involved in the carriage of cargo and associated service providers.  The 

Maritime Charter can, more specifically, be associated with economic marine 

based activities in South Africa.  The Broad-Based BEE Charter for the 

Maritime Charter seeks to encourage all stakeholders to pursue an 

aggressive transformation agenda according to the broad guidelines set out 

in the National Strategy and BEE Scorecard.  It is also necessary to set 

different targets and timeframes for the public and private industry because 

the two are at different stages of the transformation process.   

(2) Equity Ownership: The Maritime Charter commits to increase black 

participation across the entire spectrum of the domestic Maritime Charter 

value chain in ownership, management and operational involvement and 

design appropriate funding mechanisms to facilitate the process.  All 

stakeholders commit to facilitate, through creative financing mechanisms, the 

acquisition of equity in their operations by BEE companies and use such 

facilitation to earn points under the enterprise development indicator in the 

Maritime Charter BEE scorecard.  They also commit to increase awareness 

about the industry amongst the traditional banking institutions as well as 

Public Financing Institutions.  The Local Based Market commits to broaden 

the ownership base of their companies and ensure that at least 25.1% of 

equity is in black hands, with at least 10% of this target earmarked for 
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women and 3% for people living with disabilities, within the next five years.  

The market also commits to first look towards employees when considering 

options for achieving this ownership target. 

(3) Management: The Maritime Charter’s guiding principle is to increase the 

participation of black people on Maritime Charter company boards and 

similar governing structures to create decision-making structures that truly 

represent the racial, ethnic and gender diversity of our country.  The private 

industry commits to recruit onto their executive boards and similar governing 

structures black directors, who do not necessarily own equity, to reach a 

target of at least 40% within 5 years.  40% of this target should be earmarked 

for black women and 3% for all people living with disabilities on executive 

boards and similar government structures.  The government, on the other 

hand, commits to recruit onto their executive board and governing structures 

black directors, who do not necessarily own equity, to reach a target of at 

least 70% within 5 years.  50% of this target should be earmarked for black 

women and 3% for all people living with disabilities.  

(4) Employment Equity: The Maritime Charter principle is to increase 

participation of black people in top management, senior management, and 

professional and technical occupations in the Maritime Charter to create a 

workforce that truly represents the racial, ethnic and gender diversity of our 

country.  The private industry commits to increase the representation of 

blacks in all management, technical and professional occupation categories 

combined to at least 40% within the next five years, with due regard and 

recognition to what has been agreed upon at company EE forums.  The 

sector also commits to achieve total compliance with the Employment Equity 

Act, presenting accurate figures and statistics on EE to the Department of 

Labour.  Government commits to ensure that all parastatal and public sector 

agencies increase the representation of blacks in all management categories 

combined to at least 70% within the next five years.  50% of this target 

should be earmarked for black women and 3% for all people living with 

disabilities. 

(5) Skills Development: The Maritime Charter’s vision is to increase the 

economic value added, or productivity, of every employee in the Maritime 
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Charter through best practice human resource and skills development 

policies and to increase the scale of initiatives aimed at developing black 

professionals and technical experts.  The private industry commits to invest 

at least 5% of payroll on skills development initiatives.  The target is inclusive 

of all associated costs and the current 1% skills development levy.  The 

industry also commits to identify within and outside their companies a talent 

pool of black people for accelerated development.  Government commits to 

invest at least 10% of payroll on skills development initiatives.  It also 

commits to designing and developing a coordinated framework and 

programme for career awareness and training that leverages off and adds 

value to existing initiatives.  Lastly, all stakeholders commit to increase the 

number of learners to at least 5% of their workforce within 3 years. 

(6) Preferential Procurement: The Maritime Charter’s guiding principle is to 

accelerate procurement from black-owned and empowered enterprises thus 

creating opportunities for the establishment of new enterprises and the 

development of existing ones that will grow the industry and create jobs.  

Government commits to, amongst others, ensure that parastatal and public 

sector organizations implement and invest in best-practice supplier 

development policies and procure at least 60% of discretionary spending 

from BEE suppliers and 30% from SMME’s with specific emphasis on black-

owned and empowered enterprises within the next five years.  The private 

sector commits to, amongst others, procure at least 30% of discretionary 

spend from BEE suppliers within the next five years, and at least 10% of total 

procurement spend from SMME’s within the next five years 

(7) Enterprise Development: The Maritime Charter’s principal objective is to help 

set up, nurture and grow viable BEE enterprises in the Maritime Charter that 

are majority-owned by black operators while developing existing companies.  

The sector aspires to increase investments in black-owned and empowered 

enterprises as a proportion of net asset value.  Both government and the 

private sector commit to investigate opportunities to enter into joint ventures, 

and other forms of alliances, with BEE companies, and make direct 

investments in these companies.  Government aspires to achieve a target of 

10% of net asset value within the next 5 years, while the private sector will 
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measure progress by calculating the value of such investments or facilitation 

provided to BEE companies as a percentage of net assets.  The target is to 

achieve at least 10% for local based companies and 25.1% for foreign-based 

companies within the next 5 years.    

(8) Residual: With regard to job creation, the Maritime Charter’s vision is to 

ensure the retention and creation of quality jobs.  All stakeholders, therefore, 

commit to create a minimum of 4 000 permanent jobs in the industry, based 

on the current number of employment figures, within the next five years. 

With regard to social development, the Maritime Charter’s aim is to increase 

the impact of companies within the Maritime Charter value chain on local 

communities.  All stakeholders, therefore, commit to participate in social 

development projects as identified by historically disadvantaged employees, 

which can include HIV/AIDS treatment and prevention, education, community 

development and maritime awareness.    

The Maritime Charter’s stakeholders also undertake to develop an industry-

wide awareness campaign to showcase the Maritime Charter and its 

interrelated activities and demonstrate its impact on the economy through 

facilitating trade, economic growth and development, BEE and job creation. 

Lastly, all stakeholders commit to implement fair labour practices across the 

board in line with the requirements of the Basic Conditions of Employment 

Act, the Employment Equity Act and the Skills Development Act.  They also 

commit to ensure non-discrimination against employees living with HIV/AIDS 

and allocate funds and resources towards initiatives aimed at HIV/AIDS 

education, counselling and treatment, in line with best practices.    

77. The ICT Charter 

(1) The main objectives of the ICT Charter, in compliance with the Broad-Based 

BEE Act, are to promote and facilitate economic empowerment in the ICT 

sector by, amongst others, enabling meaningful participation of blacks in the 

growth of the ICT sector and, by extension, in the national economy.  The 

Charter also aims to achieve a substantial change in the racial and gender 

composition of ownership, management and control structures as well as in 
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the skilled and specialist positions of new and existing enterprises.  

(2) Equity ownership: For the purposes of this Charter the key elements or 

criteria for the equity ownership of BEE indicators are: 

(a) Control, which is directly related to voting rights attaching to the shares 

acquired 

(b) Sharing of risk and reward directly related to capital growth and 

depreciation (loss), and 

(c) Any other legal rights of a shareholder according to South African law. 

Core Component Mid term target 
(2010) 

Long term 
target (2015) 

% share of economic benefits as reflected by direct 
shareholding by: 

    

- black people 30% 30% 

- black women as a % of black people 30% 40% 

- youth as a % of black people 10% 15% 

(3) Management: The parties of the charter commit themselves to increase the 

number of black people, including black women, and people with disabilities 

in executive management and board positions in the ICT sector.  They also 

commit to increase the number of black people, especially the youth, given 

the opportunities to be fast tracked into executive management positions. 

Core Component Mid term 
target (2010) 

Long term 
target (2015) 

% black people in executive management 40% 60% 

% black women in executive management (as a per % black 
people in executive management) 

35% 50% 

% black people on the board of directors 40% 40% 

% black women on the board of directors (as a % of black 
people on the board of directors) 

30% 50% 

% youth on the board of directors or in executive management 
(as a % of black people in executive management) 

15% 15% 

(4) Employment Equity: The Employment Equity Act was established in order to 

accelerate equity in the workplace.  It will, therefore, be regarded as an 

indispensable element of a business strategy benefiting both employers and 

employees alike.  It should further be regarded as a mechanism or tool, 



Discussion Document on BEE in Franchising 

Page 46 of 54 

which will ultimately result in employers having access to a wider skills base, 

and thereby maximizing profits. 

Core Component Mid term target 
(2010) 

Long term target 
(2015) 

Compliance with EE Act 100% 100% 

Black people in senior management positions 30% 50% 

Black people in other management positions 55% 65% 

Black women in senior management positions 12% 30% 

Black women in other management positions 20% 25% 

(5) Skills Development: The development of skills in the ICT sector is identified 

as one of the major catalysts for transformation in the sector.  The skills 

development targets comprise of three main contributions.  Full compliance 

with the Skills Development Act, including Workplace Skills Plan, Workplace 

Skills Plan Implementation Report and Investors in People as certified by the 

relevant Sector Education and Training Authority (SETA), requires that a 

company contribute 1% of the payroll towards skills development.  Extra 

spend above the statutory Skills Development levy targeted at black 

employees, women, youth and disabled persons is prescribed at 1% of 

payroll.  Provision of learnerships for unemployed learners is set at 5% of 

staff complement, and the provision for learnerships for current employees 

and that of executive development training programmes is 5% of total skills 

development spend. 

(6) Preferential procurement: Successfully implemented, preferential 

procurement will ensure redistribution of income, skills development and 

transfer, as well as job creation.  Preferential procurement is a measure of 

procurement of goods and services as a percentage of eligible procurement 

spend from BEE enterprises.  The mid term target for this component is 60% 

and the long-term target is 80%. 

(7) Enterprise Development: This component seeks to measure the extent to 

which industry is prepared and geared to assist entrepreneurs in new and 

existing businesses in a manner that takes account of the inherent obstacles 

encountered by black people in this area.  Enterprise development is a 

measure of voluntary establishment and/or support of BEE enterprises, 
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through financial and/or other means measured as a percentage of eligible 

procurement spend.  The mid term and long term target for this component is 

5% of eligible procurement spend. 

(8) Residual: The ICT Sector has identified the need for industry specific 

initiatives, which will result in the formulation of co-ordinated and sustainable 

programmes to bridge the digital divide and to ensure that corporate social 

investment (CSI) is implemented within a set of sustainable long-term 

objectives and with maximum impact. 

The first initiative is investment in sustainable Council accredited projects 

aimed at accelerating access to ICTs and training for black people, 

measured as a percentage of profits before tax (PBT).  This indicator will 

concentrate on initiatives that contribute to bridging the digital divide and the 

current target is 1.0% of PBT.  The second initiative is general CSI.  It is 

recommended that companies should invest in projects that are national 

priorities, such as HIV/AIDS, crime prevention and youth development.  The 

current mid term target (2010) and long term target (2015) for this initiative is 

0.5% of PBT. 

78. Tourism Charter: 

(1) The stakeholders of the Tourism Charter recognise that the tourism industry, 

like the rest of South African society, remains characterised by large 

disparities in access to opportunities and benefits, and in particular, to 

opportunities and benefits for black people.  The Tourism Charter and 

Scorecard expresses the commitment of all stakeholders in the tourism 

sector to the empowerment and transformation of the sector and its 

commitment to working collectively to ensure that the opportunities and 

benefits of the Tourism Sector are extended to black South Africans as well. 

(2) Ownership: The tourism sector commits to attaining an overall level of 

ownership (including direct and indirect ownership) by black people of 

enterprises in that sector of 21% within 5 years of the commencement of the 

Scorecard, for the period ending 31 December 2009 and 35% within 10 

years, for the period ending 31 December 2014.  In addition, the recognition 

of indirect ownership is limited to a quarter of the total BEE target by any 
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tourism enterprise. 

(3) Strategic Representation: Strategic representation is measured at two levels: 

board representation and top executive management.  In order to ensure 

participation by black women, the tourism sector has also set specific 

strategic representation targets for participation by black women. 

Strategic Management 2009 2014 

Black people as a % of board of directors 30% 50% 

Black women as a % of board of directors 15% 25% 

Black people as a % of executive management 30% 50% 

Black women as a % of executive management 15% 25% 

(4) Employment Equity: Employment Equity is measured through the 

representation of black people and black women at management and 

supervisory levels as well as the representation of black people and black 

women as a percentage of total staff. 
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Employment Equity 2009 2014 

Black people as a % of management 30% 50% 

Black women as a % of management 18% 25% 

Black people as a % of supervisors, juniors & skilled employees 45% 65% 

Black women as a % of supervisors, juniors & skilled employees 23% 35% 

Black people as a % of total staff 53% 75% 

Black women as a % of total staff 28% 40% 

(5) Skills Development: The Scorecard measures skills development 

expenditure as a percentage of total payroll.  The Scorecard further 

measures and commits the percentage of skills development spent on the 

training of black employees.  The third indicator measures the number of 

learnerships as a percentage of total employees.  The fourth indicator 

measures the learnership opportunities provided to black people who are 

unemployed.  Skills development spend refers to investment in skills 

development initiatives through both external training providers and the 

quantifiable costs of accredited internal training programmes.  Internal 

training spend does not include the opportunity cost of employees attending 

the skills development initiatives.    

Skills Development 2009 2014 

% of payroll on skills development (including skills development 
levy) on all accredited training 

3% 3% 

% of skills development spend on black employees  75% 75% 

number of learnerships as a % of total employees 2% 2% 

number of black learners as a % of total learners 80% 80% 

(6) Preferential Procurement: Preferential procurement is a measure designed to 

widen market access for black entities, in order to integrate them into the 

mainstream of the economy.  Preferential procurement will create economic 

empowerment benefits indirectly but meaningfully as it multiplies the effects 

of private and public sector interventions to promote Broad-Based BEE.  

Preferential procurement is defined as the percentage of total procurement 

that is sourced from suppliers that are BEE compliant.  The Tourism 

scorecard establishes a target of 40% of all discretionary procurement by 
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2009 and 50% of all procurement by 2014. 

(7) Enterprise Development: Enterprise development contributions, whether by 

spend or management time contribution, relate solely to initiatives targeted 

for the benefit of Black Owned Tourism companies.  It needs to be noted that 

only the benefits flowing to black owned SMME’s, companies with revenue of 

less than R20 million which are more than 50% owned by black people, will 

qualify in this indicator.  Initiatives which are considered in enterprise 

development specifically include, amongst others, the support and funding 

provided for the grading of emerging tourism companies, as well as various 

business linkage initiatives that provide business opportunities to these 

enterprises.  Enterprise development aims at assisting and accelerating the 

development of the operational and financial capacity of entrepreneurial 

enterprises that are BEE compliant.  It is defined in terms of the total 

investment by a company in other entities that are BEE compliant. 

Enterprise Development 2009 2014 

The sum of % spend of post-tax profits on enterprise 
development and % employee time contributed to enterprise 
development over total management time 

1.00% 1.00% 

Enhanced revenue and/or cost savings and/or twinning initiatives 
facilitated for black owned SMME's, as a % of revenue of the 
company measured 

1.00% 1.00% 

(8) Corporate Social Investment: Social Development refers to the opportunity to 

encourage activity that will foster socio-economic growth and development in 

the Tourism sector.  The indicators measure the percentage of post-tax 

profits that a company contributes toward Social Development or employee 

time invested in Social Development as a percentage of total employee time.  

Social development contributions, whether by spend or management time 

contribution, measured in the Scorecard, relate solely to initiatives targeted 

for the benefit of black people. 
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Corporate Social Investment 2009 2014 

% CSI spend of post-tax profits on education, community 
programmes, job creation, training, health, conservation and 
community tourism and marketing activities to develop local 
black tourists market (or management time over total employee 
time) 

1.00% 1.00% 

% new recruits with no prior work experience 10.00% 10.00% 

status as TOMSA levy collector yes yes 

79. ACA Transformation Charter & Scorecard:  

(1) The Association for Communication and Advertising (ACA) voluntarily 

launched their transformation charter and scorecard on 23 February 2000.  

The ACA subsequently became a de facto industry watchdog with respect to 

BEE when they declared that membership of the ACA would be reserved for 

those committed to the principles of the charter.  Furthermore, the ACA 

voluntarily adopted ownership and representivity targets and committed to 

monitoring these on an annual basis. 

During the drafting of their charter, the ACA felt that progress had already 

been made with respect to certain key indicators on their scorecard.  The 

ACA therefore set target deadlines for 2006 and 2012, as opposed to most 

other sectors with deadlines of 2010 and 2014 respectively.  

Whilst the charter outlines the need for the South African advertising and 

communications industry to communicate within a global context, it stresses 

the need for the promotion of an African heritage. 

Some of the principles and goals of the charter include the following: 

(a) to promote equality and democracy 

(b) to eliminate unfair discrimination 

(c) to implement employment equity 

(d) to promote economic development 

(e) to improve training and skills development 
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(f) to seek black equity partners  

The charter also stresses the importance of creating an inclusive industry, 

accessible to all South Africans, as well as expressing the values and 

aspirations of the diverse South African population. 

The charter recognises that the industry is in the unique position of being 

able to promote South Africa as a brand and, in so doing, commits to 

promoting the cultural and historical diversities of the country.  It also 

recognises the fact that the industry is well positioned to expose prejudice 

and derogatory stereotyping and, as such, commits to promoting tolerance 

and respect for human beings, and especially for the poor, the illiterate, the 

disabled, women and children. 

The industry also recognises the importance of the South African consumer 

and therefore commits to serving the consumer in order to achieve its goals 

of wealth creation and economic development for all South Africans. 

Core Component of 
BEE 

Indicators Target 
2006 

Target 
2012 

DIRECT EMPOWERMENT (30%)     
Equity  Ownership % share of Economic Benefits owned by black people 30% 51% 
Management   control 
overall 

% black persons in executive / board positions who own 
shares 

20% 30% 

Management   control 
black  female 

% black females in executive / board positions who own 
shares 

10% 15% 

HUMAN RESOURCES DEVELOPMENT AND EMPLOYMENT EQUITY SCORE (45%) 
Employment  Equity (all  
black  employees) 

Weighted employment equity analysis (overall) 45% 60% 

Gender  Equality (all  
races) 

Female representation 50% 50% 

Professional /  
Management 

% black representation in middle to top management 
including professionally qualified employees or 
experienced specialists 

30% 50% 

Black Female /  
Professional  
/Management 

% black female representation in middle to top 
management including professionally qualified 
employees or experienced specialists 

15% 30% 

Disabled  (Total)  % disabled representation in total workforce. 1% 2% 
Black skills  % of payroll spent p.a. on skills development of black 3% 2% 
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development people, including bursaries 
Learnership  
programme 

Learnerships as % of total staff 5% 5% 
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INDIRECT EMPOWERMENT SCORE (15%)     
Preferential  Procurement  from 
black-  owned companies 

Procurement from black-owned companies as 
a proportion of total procurement 

25% 55% 

Preferential  procurement  from 
black- empowered companies 

Procurement from black-empowered 
companies as a proportion of total procurement 

30% 60% 

CORPORATE INVESTMENT (10%)     
Direct  Investment  Fostering/ mentoring/ partnering of emerging 

BEE agencies as a % of post tax profit p.a. 
0,5% 0,5% 

Indirect  Investment Pro bono, community or social development 
(CSI) as a % of post tax profit p.a. 

0,5% 0,5% 

80. The Codes: The Codes were published in draft for public comment on 8 December 

2004.  The Codes issued dealt with the overall regulatory framework (Code 000), 

the measurement of ownership (Code 100) and the measurement of management 

(Code 200).  Final drafts are anticipated to be in publication by the middle of July 

2005.  As such, the existing documents are not summarised in this section, as 

substantial changes are anticipated.  Readers are referred to 

http://way2bee.cliffedekker.com for copies of the current drafts. 


