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COMMENTS REGARDING THE PROPOSED CHANGES TO THE CODES OF GOOD PRACTICE UNDER THE 
BROAD-BASED BLACK ECONOMIC EMPOWERMENT ACT, 53 of 2003 

 
1. INTRODUCTION 
 
1.1 SAMRA represents the South African marketing research (incl. social and opinion polling research) 

industry, and has two types of members, namely, organisation members, and individual members. 
Current membership includes 38 organisation and 400 individual members nationwide.  
 

1.2 SAMRA’s main aims are to ensure and enhance marketing research quality and professionalism, 
deliver value to all our stakeholders, and thus grow the marketing research industry in South Africa. 
 

1.3 SAMRA's current organisation membership is comprised of mainly micro and small enterprises on 
the one hand, and large, multi-national corporates that have a majority of foreign ownership, on 
the other. Individual members include both research suppliers (about 80% of individual 
membership) and research users (about 20% of individual membership). 
 

1.4 The small, locally-owned organisation members with an annual turnover of less than R 5 million 
make up about 53% of our organisation membership, and about 34% of our individual membership. 
About 32% of SAMRA's organisation members have an annual turnover exceeding R 20 million, and 
these members contribute approximately 75% of SAMRA’s annual income.  
 

Against this background, SAMRA wishes to comment on the proposed changes to the abovementioned 
Codes of Good Practice (“The Proposed Codes”), published in terms of section 9 of the Broad-Based Black 
Economic Empowerment Act, 53 of 2003. 
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2. PREFERENCE GIVEN TO VAT-REGISTERED BLACK SUPPLIERS 
 
2.1 The Proposed Codes propose to recognise only those black suppliers who are value-adding 

suppliers, which, among other things, requires them to be VAT vendors, whether they are in the 
large supplier, Exempted Micro Enterprise (EME) supplier, Qualifying Small Enterprise (QSE) 
supplier and/or black-owned supplier category.  
 

2.2 Considering that the compulsory VAT registration threshold has increased from an annual turnover 
of R 300 000 to R 1 million in recent years means that many of our smaller, independent member 
enterprises are not VAT vendors as their annual turnover falls below the VAT threshold, and thus 
will not qualify for any recognition on their customer's scorecard on the Enterprise and Supplier 
Development element.  
 

2.3 As one of the main objects of BEE policies is to promote small businesses, this seems to be counter-
productive. Essentially, this proposal will exclude small black businesses that are below the VAT 
registration threshold from access to customers and, therefore, the economy.  

 
3. THE COST OF DOING BUSINESS AS AN EXEMPTED MICRO ENTERPRISE OR QUALIFYING SMALL 

ENTERPRISE (PARAGRAPHS 4, 5 AND 6 OF CODE SERIES 000, STATEMENT 000) 
 
3.1 SAMRA members that have a turnover of below R 5 million will now be required, in terms of 

paragraph 4.6 of Code Series 000, to obtain a verification certificate from a verification agency, at 
least once in order to retain their status as Exempted Micro Enterprises. This will be a significant 
cost for small enterprises.  
 

3.2 Whether on the current threshold of between R 5 million and R 35 million or the increased 
threshold set in the Proposed Codes, Qualifying Small Enterprises will now be obliged to obtain an 
annual verification certificate from a verification agency based on all of the elements of the BEE 
scorecard, rather than on only four of them, as is currently required.  
 

3.3 In terms of the Proposed Codes, the 7 elements of the scorecard have been reduced to 5 elements, 
although they still assess all 7 categories of compliance, albeit in a reduced format. Therefore, for a 
Qualifying Small Enterprise to achieve a score equivalent to the score on its current scorecard, it 
will need to engage resources to restructure its BEE future plans so that it obtains points on those 3 
elements which it previously was not assessed on, regardless of whether it is 100% black-owned 
and managed or not. These increased verification processes and BEE structuring processes will 
result in significantly higher costs for obtaining a qualifying small enterprise rating and will be 
prohibitively expensive for many of the small enterprises. 
 

4. THE POSITION FOR FOREIGN-OWNED COMPANIES  
 
4.1 In terms of the existing Codes, the only option available for a South African subsidiary of a foreign-

owned group that prohibits the sale of equity in its subsidiaries to achieve ownership points is to 
apply for Equity Equivalents. 
 

4.2 Equity Equivalents are prohibitively expensive. In terms of the existing Codes, an outlay of 4% of 
South African annual revenue or 25% of the value of the South African operations is required for 
the entity to achieve maximum ownership points. In addition, the process of developing, applying 
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for, consulting with stakeholders, and implementing an Equity Equivalent programme is lengthy, 
costly and administratively-intensive. With recessionary and currency devaluation pressures added 
to the mix, this option is not a viable alternative for our multinational members to obtain equity 
points. This puts our multi-national members at an immediate disadvantage in obtaining a 
competitive BEE score. 
 

5. INCREASED COST OF DOING BUSINESS IN SOUTH AFRICA FOR LARGE (INCL. MULTI-NATIONAL) 
ENTERPRISES 

 
5.1 Considering the significantly higher costs that any entity wishing to do business in South Africa will 

now have to incur in order to meet the Skills Development and Enterprise and Supplier 
Development thresholds set in the Proposed Codes, this will be a deterrent to many international 
businesses who currently do business in South Africa or who are considering doing business in 
South Africa.  
 

5.2 Many of our members' customers are international customers. The Proposed Codes will have the 
effect of significantly reducing their workflow, which will result in them reducing their staff 
contingents and so have the effect of increasing unemployment and reducing the growth of the 
economy. All of these are counter-productive to the spirit and intent of BEE. 

 
6. INCREASED COST OF DOING BUSINESS FOR THE RESEARCH INDUSTRY AS A WHOLE 
 
6.1 The need to incur additional costs to maintain or improve one's BEE status level is particularly 

evident with the elements of Enterprise and Supplier Development, Skills Development and Socio-
Economic Development as obtaining points on these elements requires either an outlay of moneys 
on skills programmes or bursaries for employees, the provision of seed capital, granting of 
discounts or expending valuable time for the benefit of black enterprises or suppliers or donating 
funds to black charities or socio-economic development programmes.  
 

6.2 The Proposed Codes now require an additional outlay of expenditure in the elements of Skills 
Development and Enterprise and Supplier Development as these elements now require the 
enterprise to achieve a minimum of 40% of the target in these elements to avoid having its entire 
scorecard discounted.  
 

6.3 In addition, those skills development initiatives which an enterprise could have embarked upon in 
terms of the current Codes of Good Practice which did not involve an outlay of expenditure, such as 
internships and other work-based learning have been deleted, removing the option for an 
enterprise to engage in skills transfer without a considerable outlay of expenditure. 

 
7. HIGHER STANDARDS IMPOSED BY PUBLIC ENTITY CUSTOMERS (PARAGRAPH 8.2 OF CODE SERIES 000, 

STATEMENT 000) 
 
7.1 Many of our members provide their services to public entities listed in Schedules 2, 3B and 3D of 

the Public Finance Management Act, 1 of 1999. These public entities are exempt from applying the 
Broad-Based Black Economic Empowerment Act or Codes of Good Practice when implementing 
their procurement policies in terms of the Regulations to the Preferential Procurement Policy 
Framework Act, 5 of 200, published on 7 December 2011.  
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7.2 Those public entities that do incorporate BEE in their procurement policies do so not by evaluating 
competing tenderer's BEE status level against each other but by applying a minimum threshold BEE 
status level, below which a tenderer's bid will not be considered.  
 

7.3 In many instances, these public entities require their tenderers to obtain a minimum threshold BEE 
status level of level 4. 
 

7.4 Considering the increased points required for entities to achieve levels 6 and higher on the BEE 
status level table in paragraph 8.2 of Code Series 000 in the Proposed Codes in conjunction with the 
increased targets in all the elements, our members may not have the resources required to meet 
the minimum BEE status level required by public entity customers. Significant costs would need to 
be incurred by the enterprise to achieve additional points on most elements of the scorecard, 
regardless of whether it is 100% black-owned and managed or not. 

 
8. PREFERENCE GIVEN TO LEVEL 5 SUPPLIERS (PARAGRAPH 2 OF CODE SERIES 400, STATEMENT 400) 
 
8.1 As the target set in paragraph 2.1.1 of Code Series 400 for an enterprise to achieve the full 8 points 

allocated to procurement from Value-Adding Suppliers based on their BEE recognition level is 80%, 
this requires a measured entity to procure ALL their goods and services from suppliers that have 
attained at least a level 5 BEE contributor level, that is, a score of at least 75 points.  
 

8.2 According to the Financial Mail / Empowerdex's list of the Top Empowered Companies in South 
Africa in 2011, only the top 49 companies had achieved a score of 75 points or more. As these 49 
companies are not able to provide all of the types of goods and services that our members (or 
indeed any company doing business in South Africa) may require, the target appears to be 
unattainable.  
 

8.3 Similarly, the target set in paragraph 2.1.2.1 of Code Series 400 requiring an enterprise to obtain at 
least 40% of all its purchases of goods and services from Value-Adding Suppliers that are at least 
50% black-owned, is probably not achievable as there are very few suppliers of the types of goods 
and services that our members require. 
 

8.4 Accordingly, this will exclude many of our members from access to customers and have the result 
of shrinking their business, increasing unemployment and reducing the growth of the economy. 

 
9. DURATION OF THE CODES (DELETION OF PARAGRAPH 13 OF CODE SERIES 000, STATEMENT 000) 

 
9.1 The deletion of paragraph 13 of Code Series 000, Statement 000, which set out the duration of the 

Codes, creates uncertainty about the duration of BEE policies.  
 

9.2 The deletion of the 10-year framework of the BEE Codes of Good Practice is difficult to reconcile 
with the 0-5 years and 6-10 years targets set in the Management Control element and in the Net 
Value calculation in the Ownership element.  
 

9.3 There is no clarity now on when these 10-year periods commence or end. This uncertainty is likely 
to be a deterrent to foreign entities looking to invest in or do business in South Africa.  
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10. CONCLUSION 
 
Considering the financial burden that the changes contained in the Proposed Codes will place on both our 
small and large member enterprises, it is suggested that: 

 
10.1 The VAT registration requirement in the value-adding supplier definition be deleted for those 

enterprises that fall below the VAT threshold; 
 
10.2 The 40% minimum criteria on the Skills Development and Enterprise and Supplier Development 

elements be deleted, and the points required to achieve each BEE status level as set out in 
paragraph 8.2 of Code Series 000, Statement 000, be maintained with the current points levels; 
 

10.3 The 80% target set in paragraph 2.1.1 of the Enterprise and Supplier Development element be 
reduced to 60%; 
 

10.4 The 40% target set in paragraph 2.1.2.1 of the Enterprise and Supplier Development element be 
reduced to 20%; 
 

10.5 The targets for Equity Equivalents are reduced and the process for applying for approval of Equity 
Equivalents programmes be made simpler and more accessible, alternatively, to develop another 
option for multi-nationally-owned entities to obtain ownership points. 

 
Please do not hesitate to contact me should you have any queries regarding the above comments. 
 
Yours faithfully, 
 
 
 
 
____________________ 
Ms Leonie Vorster 
CEO: Southern African Marketing Research Association 
Email: ceo@samra.co.za  
Tel: +27 11 886 3771 
Fax: +27 11 886 9721 
3rd Floor, 264 Oak Avenue, Ferndale, South Africa 
P.O. Box 1713, Randburg, 2125, South Africa 


