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ABSTRACT 

South Aiiica requires an economy that can meet the needs of all its citizens in a sustainable 

manner. This will only be possible if the economy builds on the potential of all persons and 

communities across the country. Government's objective is to achieve this vision of an 

adaptive economy characterised by growth, employment and equity by 2014. 

Black economic empowerment (BEE) emerged as a central objective of the Reconstruction 

and Development Plan, the original blueprint for transformation in South &ca The BEE 

Commission was established and in 2001 released its report which contained important 

recommendations on the adoption of a broad based BEE strategy, designed to co-ordinate 

measures to achieve meaningful participation by black people. 

The government attempts to work in parhership with the private sector and BEE will 

become evaluation criteria for business allocation, thus bearing a high degree of significance 

for any business, especially the family business. 

The family business plays an integral and important role in the South mean economy and 

also that of the Vaal Triangle. It is an important instrument in job creation, reversing 

unemployment and sustainable growth for the economy. 

As planning and succession planning is crucial for the family business in the turbulent 

business environment, this study attempts to provide a positive contribution to the continued 

existence of such businesses and the creation of new job opportunities. It seems likely that 

black economic empowerment will disrupt the traditions, norms and values of the typical 

family-owned business. 



The objective of the study is to investigate the impact that black empowerment will have on 

the unique characteristics and culture of the family business as well as succession and the 

future of the family business. 

The information was compiled by way of a literature and empirical study. In the empirical 

study the information was obtained through a questionnaire delivered by hand and collected 

witbin 48 hours. A total of 20 respondents returned the questionnaires. The data was 

processed and conclusions and recommendations made. 

It appears that many family businesses still remain uncertain about the implications of BEE 

and the value it can add to their businesses. Family business owners must understand the 

essence of the policy of BEE, and must realize that the initiative is not to discourage any 

business, but instead that they must seize the opportunity for growth. 

It is essential that family businesses realise the impact of BEE. Ultimately it will still be the 

choice of the family business owner to conform and adapt to the strategy of BEE. It should, 

however, be a business and economically viable decision, and not an emotional one. It is 

difficult to separate emotions fiom business decisions for the family business owner, but 

helshe must realise that the decision about BEE will have far reaching consequences for the 

whole family. 
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CHAPTER ONE 

Nature and scope of study 

1.1 Introduction 

Family businesses are making a positive contribution towards the South f i c a u  economy 

and its role cannot be underestimated when it comes to the realities of unemployment and 

job creation. 

The family business develops its own unique culture, climate and priorities and specific 

ways of doing things. Emotionally the whole family is involved. The founders' core values 

become an integral part of the culture of the business - "the things we believe in as a family" 

become the norms and values of the business. The process of passing the leadership h m  

generation to generation is also part of the culture. Providing and creating job opportunities 

are important for the nature of the family business. (Van der Merwe, 2004.72) 

The importance of a family business also lies in the fact that it presents a marvelous 

opportunity for family members. It permits the character, energies and resources of a family 

to be focused over the long term on building a profitable business and to provide and 

facilitate family growth. It also provides an outlet for family members' talents and creativity. 

To start a family business and "be your own boss" has always been a dream of many people 

and creates motivation to start with one's entrepreneurial dream. The successfid transition of 

this ideal to one's children seems to be the long-term perspective and vision. 

April 1994 saw a newly elected, black majority government come into power in South 

Africa. In an effort to transform and address imbalances of the past, black economic 

empowerment (BEE) policies followed with the hope that sustainable development and 

prosperity for all would be achieved through the participation of previously disadvantaged 

people in the country. 
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The BEE Commission was established in 1998 aiming to ensure broader and more 

meaningful participation in the economy by black people. Legislation was put into place that 

established broad parameters and guidelines implementing the BEE policy. 

The government works in partnership with the private sector and BEE will increasingly 

become an evaluation criterium for business allocation, thus bearing a high degree of 

significance for any business, especially the family business. 

It seems likely that black economic empowerment will disrupt the traditions, norms and 

values of a family owned business with its unique culture and entry/employment rules. 

Will the family business be able to comply with the ruling of 26% of ownership to BEE, 

which was to be transferred to the next generation? 

1.2 Problem statement 

The family business plays an integral and important role in the South-African economy and 

also in the Vaal Triangle's economy. It is an important instrument in job creation, addressing 

unemployment and providing sustainable growth for the economy. 

The Broad-Based Black Economic Empowerment Act, 2003 (SA, 2004) regulates that 

organs of state and public entities, in exercising their discretion to award licenses, 

concessions or other authorisations, are required to review an applicant's BEE compliances. 

The defAtions of "organ of state" and "public entity" are wide, and include various 

government departments, Icasa, the Development Bank of South Africa, the Accounting 

Standards Board, the Compensation Commission, the Financial Service Board, the SA 

Tourism Board and the National Electricity Regulator. The high degree of significance lies 

in the fact that if a business is not able to demonstrate BEE credentials and an acceptable 

BEE scorecard, new business, tenders, contracts, etc. will not be awarded to them. This is of 

critical interest for the family business because it addresses the heart of the family business. 

This study wants to attempt to get conclusions and recommendations for the family business, 

staying in the mainstream of their business industry amid BEE policies. 
- ---- ----- ------ 

CHAFTER ONE: NATURE AND SCOPE OF STUDY 2 



The following questions will be addressed: 

What will the impact of BEE be? 

Will the family business be able to comply with the d i g  of 26% of ownership to BEE, 

which was to be transferred to the next generation? 

Where will the family business find black entrepreneurs with the same values, norms and 

beliefs that gave the family business its unique qualities and that are willing to buy into 

such a business? 

Should the family business empower its own black personnel to gain the 26% ownership 

by 2014? 

Will the family business survive and adapt to BEE? 

What are the alternatives, if any? 

There has been little or no research on the impact of BEE on family-owned businesses in 

South &ca This research report will contribute to the body of knowledge and provide a 

better understanding of the unique nature of family-owned businesses and thus allow other 

researchers to better understands the problem facing this unique kind of business and the 

impact of BEE on such businesses. 

CHAPTER ONE: NATURE AND SCOPE OF STUDY 3 



1.3 Objectives of the study 

The objectives of the study have been set out as follows: 

1.3.1 Main objective 

The main objective of the study is to establish what the impact of Black Economic 

Empowerment will have on the future of the family business and to establish conclusions 

and recommendations. 

1.3.2 Sub-objectives 

The following sub-objectives will be met in the study: 

a to define the family business and its unique characteristics and culture; 

a to identify the importance of family businesses; 

a to emphasize the importance of succession in the family business; 

a to identify the objectives of Black Economic Empowerment. 

In order to achieve the above objectives, relevant literature on family businesses and Black 

Economic Empowerment was researched and an empirical study was undertaken. 

1.4 Scope of the study 

The empirical research was limited to the geographical area of the Vaal Triangle. This area 

was identified because the researcher lives here and owns a family business in this area. 

Family businesses were demarcated into small and medium size businesses in this area. 
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According to Prinsloo (1994:l) the Vaal Triangle represents the area from the Kliprivier in 

the north, to Sasolburg in the south, from Loch Vaal in the west, to Villiers in the east. It 

occupies 3300 km2 land-area and is between the 2690' and 26'49' South latitude, and 27'40' 

and 28'5' Eastern longitude. 

Small and medium size businesses are defined in the National S d  Business Enabling Act 

(SA, 1995:9,10) as: "Small businesses employ between six and fifty employees and are 

usually managed andlor controlled by the owner. Classification in terms of assets and 

turnover is difficult because of the different types of industries. Medium size businesses are 

usually managed by the ownerls, but can be more complex because there can be more than 

one shareholder. The maximum number of employees is 200 and assets (excluding 

properties) of R5 million is seen as the upper limit". 

The study was limited to the study fields of Entrepreneurship and Labour Relations. 

1.5 Research methodology 

Research in any field seeks to generate new information or knowledge that in turn, can be 

applied to solve problems, improve the quality of live and provide a better understanding of a 

research problem. Research methodology applies a systematic approach to problem solving 

and data collection, to ensure that one has useful data and results that can be understood by 

others. (Adam & Schvaneveldt, 1985:12) 

It is argued by Leedy and Ormrad (2001:8) that research originates with a problem and ends 

with that problem resolved. De Vos et al. (2002:78) continue by detailing the underlying 

principles of the modem research methodology and confirms that conclusion resolves the 

research problem. 
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The following aspects will be required, given the objectives of the study: 

1.5.1 Literature study 

A literature study was done on the family business, and BEE. The purpose was to define the 

family business and also BEE, and the importance of both to the South African economy. 

Based on this information, the questionnaire was also compiled. Reference material used for 

the purpose of the literature study included reference books, journals, publications and also 

the Internet. 

1 S.2 Empirical study 

Questionnaires based on the information obtained from the literature study were compiled. 

These questionnaires were distributed to the appropriate family businesses. 

The results of the questionnaires were analysed, sumrnarised and documented. With this 

study it is hoped to achieve final conclusions and recommendations in such a way that it will 

lead to achieving the objectives of the study. 

1.6 Research process 

Since research is a detailed process the researcher must decide to adapt a research model to 

breakdown the procedures in smaller components. The following model is used in this 

research study: 
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Figure 1.1 Research process model

Source: De Vos et at. (2002:85)

1.6.1 Selection of a researchable topic

In phase I, a researchable topic, based on the relevance of the topic was identified. The

topic," The impact of Black Economic Empowerment on family businesses in the Vaal

Triangle" was identified because of its importance and relevance to the economy of South

Africa and the Vaal Triangle.

1.6.2 Formal formulation

In phase 2 the quantitative research approach was identified. According to De Vos et at.

(2002:79) a quantitative approach is defined as an inquiry into a social or human problem,

based on testing a theory composed of variables, measured with numbers and analysed in
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order to determine whether the theory hold true. The final research problem was formulated, 

the impact of black empowerment on family businesses in the Vaal Triangle. 

1.6.3 Planning 

Phase 3 consists of a literature study on the research problem. In this study a literature study 

was done on family businesses and BEE. A data collection method was selected (a 

questionnaire delivered by hand). According to De Vos et al. (2002:174) by using this 

method much time is normally saved. Questionnaires were delivered by hand and were 

collected within 48 hours. 

A sampling plan was selected by using the convenient or accidental sampling method. As 

viewed by De Vos et al. (2002:207) the convenient sampling method is the oldest and 

perhaps most frequently used sampling technique. As the name implies, a person gathers data 

from anyone who is convenient in the field of study. Main features are availability, 

convenience and accessibility (Adarns & Schvaneveldt, 1985: 182). 

1.6.4 Implementation 

Phase 4 consists of conducting the research, implementing all the decisions taken with regard 

to data collection method and sampling method. Questionnaires were handed out to family 

businesses in the Vaal Triangle and after 48 hours the questionnaires were collected. 

1.6.5 Interpretation and presentation 

In phase 5 processing, analysing and interpreting of the data takes place. Conclusions and 

recommendations are drawn up. 
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1.7 Limitations of the study 

It is important to notice that the following aspects have a limitation on the study: 

Although the literature study was universal of nature, the empirical research was limited 

to the Vaal Triangle and thus the results and recommendations of the research are 

representative for circumstances in the Vaal Triangle only. It cannot be extrapolated to 

the rest of South Africa 

The study was limited to small and medium size family businesses and therefor not 

representative of all family businesses. 

In view of limited research on South African family businesses available in South Africa, 

there is a shortage of literature developed in South Africa for its unique circumstances. 

Research on BEE is also limited in South Africa at the time of the study and little 

scientific data is available on the topic. 

The sample consists of twenty white respondents holding in limited extrapolation. 

1.8 Terminology 

For the purpose of this study the following definitions were adopted: 

1.8.1 A family business 

A family business is defined by Ibrahim & Ellis (1994:4) as when at least 51% of the 

business belongs to a single family, at least two members of the family are involved in the 

business and ownership is envisioned to pass to the next generation. 
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For the purpose of this study a family business is defined as a business, owned by members 

of the same family and influenced by family ties, in order to achieve the vision of the family. 

Two or more family members are actively involved in the business and the intention is to 

continue with the business into the next generation. 

1.8.2 BEE 

The definition adopted for Black Economic Empowerment is that it is an incentive 

programme by the government to address imbalances of the past, and by which black people 

are enabled to participate in the economic mainstream of South Africa. It is a broad-based 

strategy intended to stimulate economic growth, achieve prosperity for all and sustain 

economic growth and advancement for all people of South Africa. 

1.9 Layout of the study 

The layout of the study is presented in figure 1.2 below. 
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Figure 1.2 Layout of the study
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A brief overview of the study: 

0 Chapter 1 forms the introduction, problem statement, objectives, scope of the study, 

research methodology, limitations and terminology of the study. 

0 Chapter 2 encompasses a literature study of the family business. This includes: 

- defining the family business; 

- discussion of the importance thereof; 

- discussion of the characteristics, the advantages and disadvantages of the family 

business; and 

- what the culture encompasses, entry rules and succession. 

Chapter 3 consists of a literature study of Black Economic Empowerment, including: 

- defining BEE; 

- history of BEE 

- discussion of the policy objectives, principles and instruments of BEE; and 

- BEE and family businesses. 

Chapter 4 deals with the analyses and discussion of the findings of the empirical 

research. 

r Chapter 5 concludes the study with conclusions and recommendations on the problem 

statement. 
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CHAPTER TWO 

Literature overview of family businesses 

2.1 Introduction 

It is accepted all over the world that family businesses M i l  an important role in all 

economies of the world. It is a unique institution with its own characteristics and way of 

doing business. 

The family business is a vibrant and growing area of interest in the economy. The advantages 

of family businesses are recognised as a real competitive advantage, but the family business 

is not just economics. 

Family businesses are precious not just because for economic reasons, but also for social 

reasons, and for blending these two realms of humanity (Shanker, 20005). 

In this chapter a literature study is undertaken and the following aspects are discussed: 

defining the family business; 

discussion of the importance thereof; 

discussion of the characteristics, the advantages and disadvantages of the family 

business; and 

what the culture encompasses, entry rules and succession. 

2.2 Defining family businesses 

According to Lea (19915) a family business is a business that is owned either wholly, or in 

the majority, by one person or by members of one family. It may be headed by its 

entrepreneur founder and employ a spouse or other relatives, or it may be owned and 

operated by the founder's children, grandchildren, or other family members. Lea (19915) 
- - ---- 
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states that the distinguishing characteristic is that one family owns and operates it, directs 

management, or exercises some form of control. 

Ibrahim and Ellis (1994:4) argue that there is no one generally accepted definition of a 

family business due to a lack of conceptual clarity. It may range from small, informal "Mom 

and Pop" organisations to large, publicly traded conglomerates. There is anticipation that a 

younger family member will assume control of the business from an elder member. 

According to the authors, it is managed by the founder or his family and majority ownership 

or control lies within a single family. This holds true regardless of whether or not other 

family m e m h  are directly involved, and whether or not family members consider it as a 

family business (Ibrahim & Ellis, 1994:4). 

Hilburt-Davis and Dyer (20035) defines a family business as an organisation where 

ownership andlor management decisions are influenced by a family. Fleming (2000:ll) 

continues by using a simple definition of a family business as any instance where two or 

more people from the same family work together in a business that at least one of them 

owns. It may be a combination of husband and wife, father and son(s), brothers, dad and his 

cousins, and so on. 

Through the review of a number of definitions Bornheim (2000:14) made a final choice for a 

definition of a family business. His academic definition is that a family business is a 

company in which a given family controls the voting equity. Handler (1990:37) is also of the 

opinion that a family business is a business where one family controls the business. This 

control is seen by Ibrahim and Ellis (1994212) as at least 51% of the shares of the business. 

Leach and Bogod (1999:3) reckon that criteria that are too rigid should be avoided, defining 

a family business quite simply as a business influenced by a family or by a family 

relationship and that perceives itself to be a family business. 

Most simply stated a family firm is one that includes two or more members of a family that 

has financial control of the company. Sometimes, all family members are in the same 

generation: siblings, husband-wife teams, and cousins. More often, businesses recognise 

themselves as family businesses when at least two generations are involved: an entrepreneur- 
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parent and his/her children or niecelnephew. By this definition, family members could be 

included in ownership, management, or employee roles (Aronoff et al.. 2002:2). 

Litz (1995:71) emphasises the importance of family ties in the business, especially with 

succession of the business to the next generation. The owner must have the vision that the 

family business should stay in the hands of the family. 

For the purpose of this study a family business is defined as a business owned by members of 

the same family and influenced by family ties in order to achieve the vision of the family. 

Two or more family members are actively involved in the business and the intention is to 

continue with the business into the next generation. 

2.3 The importance of family businesses globally 

According to Maas et al. (2004:2-3) the family business plays a crucial role both socially and 

economically throughout the world. The complex processes of the economy, politics and 

globalisation have created more challenges and dilemmas for the continuous growth and 

evolution of family businesses. The importance of a family business also lies in the fact that 

it presents a marvelous opportunity for family members. Maas et al. (20042-3) pose that it 

permits the character, energies and resources of a family to be focused over the long term on 

building a profitable business, providing and facilitating family growth. It also provides an 

outlet for family members' talents and creativity. 

Even the most conservative estimates put the proportion of all business globally, owned 

andlor managed by families at between 65% and 90% (Van der Menve, 1999:2). 

Bornheirn (2000: 14-15) provides the following statistics of family businesses globally: 

90% of Chilean firms are family controlled; 

Mexico has a 80% family business rate, 

in the USA 95% of all businesses are family controlled; 

in Italy 99% of all firms are considered family firms, 
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rn in the Netherlands the family business rate is about 52%; 

Austrian and Spanish rates exceed 80%; and 

almost 75% of firms in Switzerland are family firms. 

Aronoff et al. (2002:3) believe that, according to various estimates, from 75 percent to 95 

percent of U.S. companies are family 6rms and they generate horn 40 to 60 percent of the 

gross national product of the U.S. Their research shows that about 40% of all mid-sized 

private companies in the U.S. already have two generations of family members involved. 

Ibrabim and Ellis (1994:4) conclude the importance of a family business in the U.S. as 

follows: 

it is estimated that 90 percent of all the businesses in the U.S. and Canada are family 

owned and operated businesses; 

family business employs approximately 48 percent of the work force and produces nearly 

50 percent of the gross national product; and 

more than one-third of the FORTUNE 500 list are family businesses. 

From the literature study it is evident that the family business contributes considerably to the 

global economy and cannot be underestimated as such. It is therefor very important to keep 

the family business alive and well. 

2.4 The importance of family businesses in South Africa 

The family business is seen as the predominant way of doing business in South A6ica today 

and comprises about 80% of South African businesses and 60% of listed companies on the 

JSE (Ackerman, 2001:325). 

Maas et al. (20046) is of the opinion that family businesses have come to play a major role 

in South a c a ,  socially and economically. The influence and number of family businesses 

can be expected to increase substantially in the future due to the increased support that this 

sector is receiving. Van der Merwe (19994) also emphas i i  the importance of family 
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businesses in South Africa and is of the opinion that it is important that a family business get 

the necessary recognition that it deserves in South Africa. 

ENvin (2002) suggests that small and medium size businesses account for 97.5% of all 

establishments in the formal and private sectors in South Africa At a time when the public 

sector and big business have been shedding jobs these businesses have maintained real 

employment growth. Family businesses are a big component in this sector of the economy. 

Maas et al. (2004:9) mention that not all family businesses in South Africa are small or 

medium. Powerful South African family businesses include Anglo American, Anglovaal, 

Rembrandt, Altron, Pick & Pay, Sage Life and Liberty Life. 

Maas et al. (2004:12) further emphasize the continued profitability and growth of the small 

and medium size enterprises sector as of vital to the growth of the South African economy. 

Many family businesses fall into this business sector. 

2.5 Characteristics of a family business 

The following figure portrays the unique situations in the family business: 

1 is members of the family; 

2 is the ownership of the business; 

3 is employees of the business - neither family nor ownership interest; 

4 is the combiition of ownership and member of the family - this individual may not 

necessarily work at the business; 

5 is the combination of ownership and an employee of the business; 

6 is a family member working in the firm having no ownership; and 

7 is a combination of all the roles. 

(Tagiuri & Davis, as quoted by Van der Merwe, 200468 ) 

--- ----- 
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Figure 2.1 Overlap of family, ownership and business

Source: Tagiuri and Davis (as quoted by Van der Merwe, 2004:69)

These unique situations give the family business a definite set of characteristics as discussed

below.

Shanker (2000:4) defines some of the characteristics that set the family business apart from

other businesses as:

. Family businesses are a living paradox: balancing the family interests and business

interests requires compromise between family and business perspectives.
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Differences in perspective are rampant: some members of this business system think 

more as family members, others as managers and others as owners. These differences in 

perspectives cause conflict and stress. 

Continuity planning is multidimensional: the business plans must be integrated with 

leadership and ownership succession plans, as well as with the family's estate and 

personal financial plans. 

Family systems are powerful with tremendous inertia: change and leading change is 

usually difficult because of the comfort zone of the family members. 

Support of inactive owners is critical to continuity: gaining the long-term commitment of 

all shareholders is essential for stability and security. 

Inherited wealth and privilege can be overwhelming. 

The business has a social purpose and responsibility: owners must seek their higher 

purpose in creating job opportunities for other family members and be of financial 

assistance if necessary. 

The time horizon is indefinite: owners often think beyond cash flow and preserving the 

business can appear more important than economic rationality. Long-term results shape 

decisions more than near-term results. 

is important to realise that professional management is replacing entrepreneurial 

management in the family business. In second-generation family businesses, leadership tests 

with a team; thus management and ownership is becoming a team effort. Strategic 

management and financial sophistication is becoming a necessity and family business 

education a reality in order to stay competitive globally (Mukadam, 1995: 16). 

Fleming (2000:15) identifies another crucial characteristic of a family business as the 

multiplicity of roles and perspectives for each family member involved in this k i d  of 

business. He wonders how many hats a single person can wear. He is of the opinion that the 

family and business overlapping of roles can create confusion, conflict and tension. Van der 

Merwe (200468) also mentions that any family business is composed of both family and 

business, overlapping each other. The overlapping of family concerns and business interests 

complicate the management process in the family business. The health and survival of this 
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kind of business require attention to both business and family interests in order to be 

balanced. 

2.6 Advantages of a family business 

Leach and Bogod (1999:5-11) summarise the unique advantages of the family business: 

Commitment: The entrepreneur becomes passionate about his venture and this affection 

translates natmally into dedication and commitment. 

Knowledge: Family businesses often have particular ways of doing things - special 

technological andlor commercial know-how not possessed by their competitors. This 

knowledge gives the family business a strong competitive advantage over rivalry. 

Flexibility: Flexibility in time, work and money leads to a competitive advantage for a 

family business. One can adapt quickly and easily to changing circumstances. 

Long-range thinking: Strategic planning seems to be a characteristic of the family 

business. It reduces risk, enables a business to cope more effectively with unforeseen 

events, and creates new ventures. 

Stable culture: Family businesses tend to be stable structures. Usually the managing 

director orland key management personnel are around for a couple of years and all seem 

to be committed. 

Speedy decisions: In a family business responsibilities are usually clearly defined and the 

decision-making process restricted to one or two key individuals. This means you can 

quickly get a "yes" or a "no", giving this kind of business the time edge. 

Reliability and pride: Commitment and the stable culture lie behind the fact that family 

businesses are generally very solid and reliable structures- and are perceived as such. 

Ibrahim and Ellis (199456) also acknowledges the shared values, a common goal and 

mission for the business, the family name and spirit as important advantages for the family 

business. Muson (2002: 14) expands the list by including more advantages, such as a family 

business must develop a competitive advantage by tracking rivals; specific needs of 

customers must be addressed, family businesses have to think outside the box; and they have 

to seize all opportunities. 
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2.7 Didvantages of a family business 

Leach and Bogod (1999: 11) list the following disadvantages: 

Rigidity: Behaviour patterns can become ingrained and family businesses become 

tradition-bound and unwilling to change. 

Outdated skills: Skills can become obsolete and can catch unresponsive family off 

balance. 

hhaging transitions and change. 

Raising capital: limited options for the family business. 

Succession: The passage of a family business h m  one generation to the next and the 

change of leadership is a difficult process for the family business. 

Leadership: The disadvantage arises when there is no one within the business empowered 

to take over the leadership. 

Ibrahim and Ellis (1994:7) identify problems such as family infighting, boundary problems 

due to the inability to separate family and business life, lack of objectivity, nepotism, 

succession, and supervisiig relatives as disadvantages having a negative effect on the family 

business. Aronoff et al. (2002:s) agree with the above and indicate the following as most 

prevalent: conflicts between the interests of the family and those of the business, a lack of 

discipline over profits and performance of the business, and a failure to rise quickly to meet 

new marketing challenges. 

2.8 Culture of the family business 

The family spirit usually determines the attitudes, norms, values and perspectives in the 

company. The values that family members express create a common purpose for employees 

and help to establish a sense of identification and commitment. In well-run family firms, the 

atmosphere is positive and the employees feel part of the business. It seems, as if 

bureaucracy is less and all communication levels more open (Kets De Vries, 1996:17). 

It is important to realise that a family's goals grow out of its traditions and values. 

Articulating these goals are achieved through an effort to incorporate the feelings of all 
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family members into one mission and one vision statement (Shanker, 2000:72). According to 

Hollander and Bukowitz (1990:140) the culture of the family business is influenced by the 

personality, values and beliefs of the founder. The founder plays a very dominant role in the 

establishment and maintaining of the culture. 

Muson (200210) states that research suggests that My-controlled businesses do so well 

because of their long-term orientation. They do care deeply about the quality of their 

products, about the general welfare of employees and job satisfaction of everybody involved. 

They also benefit from leadership that developed an excellence. Muson (2002:ll) 

emphasises that the culture of a family business should embrace the culture of change and 

also involves creating a competitive culture that encourages experimentation and new ideas. 

2.8.1 Culture from a race perspective 

From a racial perspective, the organisational culture of any business, also the family 

business, can be reinforced if racism, discrimination and stereotyping continue in the 

business (De Coning et al., 199723). Qunta (1995) maintains that most of the problems that 

black people face in the business environment emanate h m  racism, which means that one 

group of people perceive themselves as superior to another. 

It is concluded by De Coning et a1 (1997:9) that the culture in a business will play a major 

role in allowing black employees suitable access to entrepreneurial power. 

2.9 Employment andlor entry rules of the family business 

It is important that the entry rules to employment are clearly defined by the family business. 

According to Harris (1994:245) the following should be addressed: 

Which family member will be allowed, or not allowed, to work in the business? 

What about school children and holiday work? 
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What about divorces and second marriages? 

Is training necessary and what kind of training is important? 

Should family members attain experience before entering the family business? 

How old should family members be before entering is allowed? 

What should job descriptions, authority and remuneration scales be? 

How will family members be evaluated? 

How will problems such as drugs, alcohol abuse and under perfonnance be addressed? 

It is important to lay entry down rules in order to prevent conflict later in the business as well 

as to prevent any uncertainties (Arowff & Ward, 199210). 

Anderson (2003:l) mentions that when asking Bill Venter, founder of the Altron group, 

about entry rules and succession into the family business, he said that the biggest mistake is 

to place children in high positions immediately. They must earn respect by doing ordinary 

jobs, start at the bottom and gain experience. Then their commitment would be a lot greater 

by earning their positions with blood and sweat. 

2.10 Ownership succession 

Venter (quoted by Maas et al, 2004:82) broadly defines succession as the replacement of the 

leader of a family business by a successor, who must be a member of the same family. Maas 

et al. (2004:20) emphasises the importance that succession entails more than simply 

unplugging the retiring leader and plugging in a new one. 

Change is not an easy process, but necessary for growth and profitability. The best way to 

avoid a fall in the family business is to keep pedaling forward and keep a line of sight to 

where you are headed. Members of the next generation are among those most likely to seek 

change, but may be among the least likely to be heard (Muson, 200224). 
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Leach and Bogod (1999: 97) summarise succession and the mauagement t h m f  as follows: 

It is a process, not an event. 

A well-structured approach to succession planning is important. 

Leaders should take advantage of help available from advisors. 

Owners should make it clear to the children that they and management are supportive 

inside and outside the family business. 

Planning and training of family members are very important in succession. 

The owner should choose the successor as soon as possible, and then establish a 

retirement date. 

Balshaw (2004a: 1) suggests that succession is critical to the future of family businesses. It is 

the ultimate challenge and test of the founding family's ability to ensure continuity of the 

business into the next generation, and also achieving the goal of collabomtive harmonious 

relationships. It is a process and a journey and means the transfer of both business ownership 

and management continuity. Balshaw (2004a: 1) says that business leadership transition 

affords the company the opportunity to refocus and reformulate its direction, and renew its 

resources. Social nuances in a country can affect how the equity is held in a family. It is very 

important for the family to determine future policies on equity in the business (Balshaw, 

2004a: 1). 

The most important factors that may lead to resistance to succession and succession planning 

are defined by Maas et al. (2004:21-25) as follows: 

Founder/Owner-manager: Throughout the development of the family business, the 

founder tends to be the only person who is a dominant player in the family, management 

and ownership systems of the family business. However, many family business owners 

typically fail to consider the future needs of their businesses as they emerge themselves 

and become entrenched in managing their businesses. 

Successors: For the successors, too, succession is a time of stress and adjustment, as they 

have to adapt to the multiple demands of the adult world, including a challenging career 

in the family business, marriage (and, for many, divorce), and parenthood. In addition, at 
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this stage of their lives, the emerging g e n d o n s  are usually eager to establish their own 

financial independence and autonomy. However, the successors, too, may avoid the 

issue of succession planning, because it muses strong fears of parental death, separation 

and abandonment. 

Other family members: Succession can create a complex set of challenges and 

uncertainties in the family where sibling resentment and jealousy can surface. Spouses 

can also be either supportive or negative towards succession. 

Managers and employees: Managers (who are not also owners) within the family 

business may feel threatened by the changes brought on by succession, because it may 

mean a shift from a personal relationship with the founder to a more aloof, professional 

relationship with the successor. 

Organisational and environmental forces: At organisational level, factors relating to 

organisational culture, structure and stability can be related to problematic successions. 

Environmental forces, such as licensing, tax considerations and prerequisites for entry 

into the industry, could also create barriers to succession planning. According to Venter 

(quoted by Maas et al, 2004: 26) the ongoing health of the business, quality of life and 

family dynamics are critical to the success of the succession process. 

According to Balshaw (2004b: 4) the most single strategic issue facing succession in a 

family business in South A£iica is broad-based Black Economic Empowerment. The cascade 

effect of empowerment will be felt up and down the supplier chain and any business ignoring 

it would be ill-advised. Balshaw (2004b: 5) continues by saying in order to stay competitive, 

family businesses need to change their profile. If they wish to continue to supply goods or 

services to the public sector, state and public entities bidders for public procurement, family 

businesses will be required to demonstrate their empowerment credentials in relationship to 

ownership, governance, management, human resource development and affirmative 

procurement - in lime with government policies and legislation. 
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2.11 Summary 

It is impossible to capture all the relevant dimensions and information of a family business in 

this literature study. It is however of extreme importance to realise the uniqueness of this 

institution, and the crucial role it plays in the South African and global economy. It is indeed 

part of an economic sector tbat provides jobs and lasling legacies to lots of people. 

The family business is unique and complicated. The future leader of the family business must 

be able to both lead and follow, to be individualistic as well as a team player. Succession is 

therefor of critical importance to the family business. 

In this chapter an attempt was made to discuss relevant and critical issues to family business 

in the context of the problem statement of the study. 
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CHAPTER THREE 

Black economic empowerment 

3.1 Introduction 

The legacy of Apartheid, the dispossession and disempowerment of black people that has 

defined South Africa for so long, urged the new government since 1994 to take many steps to 

transform the economy of South Africa. They set a foundation for a focused strategy of 

upliftment of the previously disadvantaged people of South Africa. One of these measures is 

broad-based Black Economic Empowerment. 

BEE has been identified as one strategy to ensure that black people, all women and the 

disabled are afforded opportunities to participate in the mainstream of the economy. 

The concept of BEE has occupied the centre stage of political and economic debate in South 

Afiica Economic inequities have compelled the government to ensure that black people, 

women and the disabled are empowered through processes of privatisation and procurement. 

Black people are a disempowered group as a result of the history of Apartheid. Even today 

black people still constitute the largest impoverished group and the largest component of 

informal traders in the economy. 

In this chapter the following aspects of BEE are discussed: 

defining BEE; 

history of BEE 

w discussion of the policy objectives, principles and instruments of BEE; and 

BEE and family businesses. 
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3.2 Defining black economic empowerment 

The BEE Commission (BEECOM, 1998:4) believes that BEE is a strategy aimed at 

substantially increasing black participation at all levels in the economy. It is therefor defined 

in a broad manner as: 

aimed at redressing the imbalances of the past by seeking to, substantially and equitably, 

transfer ownership, management and proportionate control of South Africa's financial 

and economic resources to the majority of its citizens; and 

to ensure broader and meaningful participation in the economy by black people. 

The BEE Commission (BEECOM, 1998:4) therefor view empowerment processes that 

include, amongst others; job creation, rural development, poverty alleviation, specific 

measures to empower black women, skills transfer and management development, education, 

meaningful ownership and access to finance to conduct business. 

Government defines BEE as an integrated and coherent socio-economic process that directly 

contributes to the economic transformation of South Africa that should bring about 

significant increases in the numbers of black people that manage, own and control the 

economy of the country, and decreases income inequalities (Department of Trade and 

Industry, 2003:12). 

In an effort to transform and address the intolerances of the past, BEE hopes that sustainable 

development and prosperity would be achieved through the participation of previously 

disadvantaged people in the history of South Africa. Striving for equality and freedom, BEE 

was set to chart a new path to economic development (Lew & Whiteford, 2004:29). 

While South Africa experienced a peaceful political transition from apartheid to democracy, 

economic inequities continue to characterise the country, and occurs largely along racial 

lines. Political freedom without economic freedom is meaningless to all people. The 
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reconciliatory political process that South AfXca undertook can be translated into an 

economic concept, thereby affording the black majority an opportunity to participate in the 

mainstream economics. This will mean a peaceful, non-violent redistribution of wealth with 

the explicit aim of benefiting the black poor (Montsho, 2000:l). 

Godsell (1994:2-3) explains BEE as a generic term embracing a broad inventory of relevant 

elements which help to define the process: 

control of JSE listed companies; 

effective representation in all business, industrial and professional associations; 

a access to business finance for own venture and for equity participation; 

participation by blacks in franchise operations; 

opportunities for share ownership; 

scope for profit sharing, employee share ownership andlor employee (management) buy- 

outs; 

a access to appropriate business, managerial and entrepreneurial training; 

affirmative action in corporate employment, management and control; and 

access to business apprenticeships or trainee-ships and mentor-support programs. 

BEE is an integral element in black political empowerment. Economic empowerment is a 

process by which people are enabled to participate in the economic mainstream of the land 

and it is important to remove the obstacles prohibiting the economic advancement of all 

people (Joubert, 1990:2). 

According to the Economic and Foreign Affairs Select Committee (Tolo, 2003:l) the need 

for a clear definition of BEE is highlighted. The committee adopted the definition that the 

Department of Trade and Industry has supplied and that was created by a group of black 

business people. BEE is seen as a process that directly contributes to the economic 

transformation of South Atiica and brings about significant increases in the numbers of black 

people who manage, own and control the company's economy, as well as significant 

decreases in income inequalities. It is not simply a transferal of ownership h m  one person 

to another. Key principles were pointed out by the committee: BEE is an inclusive process, 
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BEE is part of the growth strategy of South Africa and economic growth, development and 

BEE are complementary (Tolo 2003:2). 

3.3 History of BEE : laying the foundation 

The Department of Trade and Industry (2003%-10) identifies the foundation of Black 

Economic Empowerment since 1990 as: 

Since 1990 the Industrial Development Corporation, Ntsika and Khula has financed 690 

empowerment deals. 

Since 1994 government introduced legislation to provide new economic opportunities to 

all people in South Africa. It included The Promotion of Equality and Prevention of 

Unfair Discrimination Act; Extension of Security of Tenure Act; Restitution of Land 

Rights Act; Employment Equity Act; National Empowerment Fund Act; Competition 

Act; Telecommunications Act; Preferential Procurement Policy Framework Act; and the 

Minerals and Petroleum Development Act. 

Government also implemented various policies, strategies and programmes to overcome 

inequalities of the past; i.e. Integrated Human Resources Strategy; Urban Renewal 

Program; Integrated Sustainable Rural Development Program; Tourism Transformation 

Strategy; Strategy Sector Plan for Agriculture; The National Small Business 

Development Program. 

1994: Newly elected government embarking on a programme to dismantle Apartheid and 

tackle transformation. 

1995: A strategy for the development and promotion of small business in South Africa 

was tabled in Parliament. 

1996: The National Small Business Act was introduced to ensure an enabling 

environment for SMMEs. 

1997: A Green Paper on public sector procurement was published by government to 

introduce mechanisms to give effect to preferential procurement. 

1998: The Competition Act was introduced to increase the number of historically 

disadvantaged persons with an ownership stake in the economy. The Employment Equity 
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Act was established to outlaw unfair discrimination at work. The National Empowerment 

Fund was created to hold equity stakes in state-owned and private enterprises on behalf 

of historically disadvantaged persons. 

A total of R2,2 billion was allocated to fund BEE in the 2002-2003 financial year by 

government and the DTI. Over the previous 5 years up to December 2002 there was an 

increase in empowerment funding from 14% in 1998 to 39% in the first six months of 

200212003. (Department of Trade and Industry, 2003:lO) 

According to Lew and Whiteford (2004:29) in 1996 black controlled companies listed on the 

JSE was 6.3% (R4.6 billion or 1% of the JSE market capitalisation), h m  zero percent in 

1995. By March 2000, figures had dropped to 2.9%. Reasons are many for this drop: newly 

formed black companies were largely investment vehicles - created with massive loans. They 

were over-geared with heavy debt firms. Lew & Whiteford (2004:29) assume that BEE will 

only survive should black business assume some of the financial risk themselves. According 

to them BEE will only survive should black business assume some of the financial risk 

themselves. In almost all of the failures recorded, no risk was taken by parties concerned; 

priority was given to entitlement upfront. BEE means creating space and opportunities for 

historical disadvantaged individuals to play a significant role and add value to the economy - 
not simply being rewarded for being black. 

Thackwray (19985) identifies some of the development challenges of BEE as a grossly 

undereducated black populous, a scarcity of black capital resources, a lack of adequate 

managerial, technical and administrative skills among black managers and major 

corporations still under white control who are perceived as unwilling to relinquish power. 

3.4 Policy objectives and principles of Black Economic Empowerment 

According to the Department of Trade and Industry (2003:12-13) BEE will be evaluated 

according to the following: 

a substantial increase in the number of black people having ownership and control in 

enterprises and especially in the priority sectors identified by government; 
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a significant increase in the number of new black enterprises, black empowered 

enterprises and black engendered enterprises; 

a significant increase in the number of new black executives and senior management in 

enterprises; 

an increasing proportion of the ownership and management of economic activities vested 

in community and broad-based enterprises; 

increased ownership in land and other assets, access to hhstructure, increased 

acquisition of skills, and increased participation in productive activities in under- 

developed areas; 

accelerated and shared economic growth; 

increased income levels and reduction in inwme inequalities; 

BEE is broad-based (seeks the deracialisation of the South African economy); 

BEE is an inclusive process (will benefit all South f icans);  

BEE is associated with good governance (improving quality and transparency of all 

economic activity); and 

BEE is part if the growth strategy (economic growth, development and BEE are 

complementary). 

( Department of Trade and Industry, 2003 : 12-1 3) 

3.5 Policy instruments to achieve Black Economic Empowerment 

According to the Department of Trade and Industry (2003:15) government will utilise 

several instruments to achieve its objectives in respect of BEE. Government will use a 

"balanced scorecard" to measure progress made in achieving BEE by enterprises and all the 

sectors. The use of a common scorecard by different stakeholders provides a basic 

framework for benchmarking BEE. It will align and facilitate measurable targets for BEE 

(Department of Trade and Industry, 2003:29). 

The scorecard will measure three core elements of BEE: (see Appendix B) 

0 direct empowerment through ownership and wntrol of enterprise and assets; 

-- - - 
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. human resource development and employment equity; and

. indirect empowerment through preferential procurement and enterprise development.

(Department of Trade and Industry, 2003:29)

Table 3.1 The BEE sco.recard.

So.urce: Department o.fTrade and Industry (2003:32)

According to Monsho (2000:32-37) in ensuring that BEE takes its rightful place in the

economy, the public and private sectors have envisaged various strategies.
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Co.re co.mpo.nent Indicato.rs Co.nversio.n Raw Weighting To.tal
o.fBEE facto.r sco.re sco.re
Direct emoowerment scre
Equity Percentage 2 20%

o.wnership share o.f
eco.no.mic
benefits

Management Percentage 2 10%)
o.f black
perso.ns in
executive
manaement

HR resource develonmen.t and e1nolovlnent euuitV Sco.re
Emplo.yment Emplo.yment 2 10%)
equity analysis
Skills Expenditure 2 20%)
develo.pment as a

pro.po.rtio.n
o.fpayro.1l

Indirect emno.wer-memSC81'e
Preferential Pro.curement 20 20%
pro.curement fro.m BEE

enterprise
Enterprise Investment 20 10%
develo.pment in BEE

enterprise
Residual 10% (social resoo.nsibiti ;v)
To. be
determined by
secto.r
To.tal score o.uio.f100%



Some of the strategies are: 

joint ventures; 

share 1 equity ownership; 

employee share ownership schemes; 

government projects; 

active support for small enterprise; 

franchising; and 

access to traditionally dominated white markets. 

3.6 BEE and family businesses 

Altron group founder and chairman Bill Venter says that for the benefits of Black Economic 

Empowerment to be sustained, it needs to be driven by black entrepreneurs and family 

businesses. Venter believes that South Africa would not have been the same without the 

commitment of several big family businesses in the country. Family businesses involve 

behavioural characteristics such as loyalty, desire for sustainability and wealth creation over 

generations. According to him family businesses outperform non-family businesses in 

financial and non-financial terms, they thrive in uncertain and volatile environments and they 

outlive non-family businesses (Anderson, 2003:l). 

Lennox (2004: 1) believes that Black Economic Empowerment is just one of the new realities 

facing family businesses today in South Africa The concept of equity is becoming a very 

sensitive issue. The problem family-owned businesses face is that they tend to have 

sentiment towards the businesses; the owners regard the assets and the pension funds as an 

extension of themselves. To meet the criteria of black empowerment policies, such 

businesses tend to feel they have to give away a part of themselves. 

However, Lennox (2004:l) continues by emphasizing the several elements on the black 

empowerment score card, including management, employment equity, skills development, 

preferential procurement and enterprise development. Government will use the total score 

card to rank family businesses. Family businesses feel they would rather sell out than to lose 
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the expertise. He says empowerment should be incentive-driven and not driven by 

legislation. He concludes the article by saying that family-owned businesses need to 

construct their strategies around such realities. 

Wadula (2003:2) is of the opinion that family-owned businesses have limited options when it 

comes to attaining percentages of black ownership. Most of these businesses do not issue 

shares and some only have one or two shareholders. Most do not have boards and cannot 

score under the management and control component of the scorecard. He wonders if these 

kinds of businesses should be measured against the same scorecard as listed companies. 

3.7 Summary 

BEE is one of the most important strategic issues facing all businesses in South Africa. All 

businesses, including family businesses will need to demonstrate their empowerment 

credentials in relation to ownership, governance, management, human resource development 

and afiirmative procurement - in l i e  with policy instruments, the BEE scorecard and 

applicable legislation. 

It is important to take note of the policy of BEE and to recognise the importance of 

reinventing business. This will be the difference between those who will survive and thrive 

in the 21" century and those who become footnotes in history books. The cascade effect of 

BEE will be felt up and down the supply chain, so any business that ignores it would be ill- 

advised. The future strategic management planning of any business clearly needs to be 

focused around BEE. 

BEE is just one of several new realities facing the family business. The family business 

cannot afford to operate in isolation. The family business tends to have sentiment in that they 

have grown their own entity, and regard their assets as a pension fund and as an extension of 

themselves. 
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To meet the criteria of BEE such businesses tend to think they have to give away a part of 

this entity, a part of themselves. Thus BEE addresses the heart of the family business. 
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CHAPTER FOUR 

Empirical study: research findings 

4.1 Introduction 

The empirical part of the study focuses on two interwoven topics: the future succession in 

the family business and Black Economic Empowerment. When approaching the subject of 

BEE, the researcher was aware of the controversial nature of the subject. For this reason it is 

important to point out that BEE is a sensitive and thorny subject with political undertones, 

and tends to generate discomfort with the respondents. The researcher thus strives to acquire 

relevant information about this topic in the sphere of the family business and strive to avoid 

perceptions of bias. 

Chapter 4 will set out the empirical research of the study. Aspects covered in Chapter 4 

include: 

- the data collection method; 

- the sampling method; 

- analysis of the gathered data; 

- conclusions; and 

- recommendations. 

4.2 Data collection and sample method 

The gathering of data was done through the compilation and distribution of questionnaires. 

The questionnaire was compiled based on the literature study in Chapters 2 and 3. The 

questionnaires were delivered by hand and collected within forty-eight hours. According to 

De Vos et al. (2002: 174) by using this method much time is normally saved. 
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The purpose, assembly and structure of the questionnaire can be summarised as follows: 

4.2.1 Purpose of the questionnaire 

The purpose of the questionnaire is to determine the owners' of family businesses awareness, 

knowledge and attitudes towards BEE, and to determine the impact it will have on the family 

business. 

4.2.2 Compilation and structure of questionnaire 

The questionnaire used for this research project is Appendix A .The questionnaire consists of 

forty-three questions divided into four sections. There is a combination of open-ended and 

close-ended questions. Seven questions offer the respondents to provide additional 

comments. By doing this it allowed for a better understanding of the respondents' answers. 

The sub-sections are: 

- Section A: Information of the business; 

- Section B: Biographical information of the executive owner of the family business; 

- Section C: Structure of the business; and 

- Section D: Black economic empowerment 

Thirty questionnaires were handed out to family businesses. Only twenty-three responded 

and three were damaged and could not be used. Therefor a total of twenty questionnaires 

were used for the analyses of the results. 

It seems that because of the sensitivity and controversial nature of the issue, some of the 

respondents tend to be uncomfortable with the study and after agreeing at first, did not 

complete the questionnaires. 
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4.2.3 Sample 

The convenient or accidental sampling method was selected. As viewed by De Vos et al. 

(2002:207) the convenient samphg method is the oldest and perhaps most frequently used 

sampling technique. As the name implies, a person gathers data from anyone who is 

convenient in the field of study. Main features are availability, convenience and accessibility 

(Adams & Schvaneveldt, 1985: 182). 

4.2.4 Ethical aspects 

+ The confidentiality of the participants is assured. There is also no other way of 

identifying individuals given the structure of the questionnaire. 

+ The individual findings of questionnaires will be treated confidentially and issues raised 

by individual respondents will only be discussed with that particular respondent, should a 

need for further discussion exist. 

+ Respondents were informed as to the purpose of the study. 

+ The respondents' participation was voluntary. 

4.3 Results and analysis of empirical research 

The results can be divided into the abovementioned four sections in 4.2.2.Questions will be 

discussed based on its purpose, results and findings. 

4.3.1 Information of the business 

(Questionnaire section A) 

The profile of the business consists of the type of industry, legal status of the business, age of 

the business and number of permanent employees. 

--- 
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4.3.1.1 Industry of the business

. Purpose

The purpose of this question is to establish in which industry the different family businesses

operate.

. Results

Figure 4.1 Industry of the businesses

. Findings
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In terms of participating businesses the majority are in the manufacturing (35%) and services

industry (25%) as indicated in the figure.

4.3.1.2 Legal status of businesses

. Purpose

The legal status of the business has an influence on the firm, especially in succession.

,-----------------------
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. Results

Figure 4.2 Legal status of businesses

Business trust/family trust

Co-operative

Close corporation

Public company

Private company

Partnership

Proprietorship

. Findings

0% 10 20 30 40 50 60

It seems that the dominant legal type is close corporations (50%), followed by private

companies (35%), proprietorship (10%) and partnership (5%).

4.3.1.3 Age o/the business

. Purpose

The purpose of this question is to establish the life cycle of the business.

,-------------------------------------------------
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. Results

Figure 4.3 Age of businesses

. Findings

In terms of the age, 10% of the respondents indicated that their businesses are still young and

upcoming (0-5 years). The results that 70% of the businesses are mature businesses and

could need succession strategies.

4.3.1.4 Number of permanent employees

. Purpose

To determine the size of the business.
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. Results

Figure 4.4: Number of permanent employees
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. Findings

In terms of participating businesses' size, 30% of businesses have between 6 to 10 and

between 21 to 50 employees, and only 10% have more than 50 employees. The majority are

small and medium size businesses.

4.3.2 Biographical data on owners

(Questionnaire Section B)

Participating owners were requested to respond to biographical questions pertaining to the

following information:
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4.3.2.1 Age group

. Purpose

The age of the executive owner of a family business is of great importance since this

influences succession planning and gives an indication of how long the owner will still be

participating actively.

. Results

Figure 4.5 Age group of owner
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. Findings

The highest concentration of owners is above the age of 40 years. Of the respondents 25%

are older than 50 years, indicating that succession could be considered soon.

, --------------------------------------
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4.3.2.2 Sex group

. Purpose

The purpose of the question is to establish the sex group of the executive owner of the family

business.

. Results

Figure 4.6 Sex group

Women

20010

oMen

. Women
Men
80%

. Findings

In this study 20% of the respondents are women and 80% are men. This analysis indicates

that in the family businesses in the Vaal Triangle, men are the dominant owners of the family

business.
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4.3.2.3 Marital status

. Purpose

The purposeof this question is to establishthe marital status of the owners of the family

businesses.It influencesdecisionmakingandmanagementstyleandhavea definiteinfluence

on the complexityof succession.

. Results

In this instance 100% of the respondents are married.

. Findings

All the respondents are married.

4.3.2.4 Highest academic qualification

. Purpose

This analysis indicates the skills and knowledge of the owners. This determines their

knowledge of the economy, social responsibility and attitude towards political change in

South Africa.
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. Results

Figure 4.7 Highest academic qualification

Technikon

Uni~rsity degree
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. Findings

In this study 50% of the respondents have a technikon diploma, 30% are university graduates

and 15% have a technical college certificate This indicates that 95% of the respondents have

some form of qualification, indicating that the owners should be informed people.

4.3.2.5 Executive position

. Purpose

This question addresses how the owners got involved in the family businesses and will have

an influence on their sentiment towards the business and the change of ownership.
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. Results

Figure 4.8 Position of the owner
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. Findings

The findings show that the majority of executive owners founded the family business and are

still involved.

4.3.2.6. Years as owner of business

. Purpose

To determine the time period involved as owner of the business. This will influence their

vision and sentiment towards the business and its culture.
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. Results

Figure 4.9 Years as owner

. Findings

A percentage of 60% of the respondents are executive owners of the business for eleven

years and more indicating that they will have an influence on succession, business culture

and change.

4.3.2.7 Race group

. Purpose

To establish the race group of the executive owner.

. Results

All the respondents are white.
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. Findings

The respondents are all white. It was deliberately done by the researcher to establish the

impact of BEE on white family businesses.

4.3.3 Structure of the family business

(Section C Questionnaire)

In this section the internal structure of the family businesses are analysed.

4.3.3.1 Number of family members employed and family relationships

. Purpose

The objective is to detennine how many family members are involved in the family

businesses and the family relationships of members employed. It has a definitive impact on

the complexity of succession.

. Results

Table 4.1 Family members in business

. Findings

The spouse and children are the most involved in the family business.

, , , ,------------
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4.3.3.2 Percentage of ownership

. Purpose

To establish ownership interest and the intention of succession towards family

members.

. Results

Figure 4.10 Ownership shares

Owner & other tam ily

Owner & children

Owner, spouse, children

Owner- 100%

Owner & spouse

0% 10% 20% 30% 40%

. Findings

The distribution of shares of the family business will pose a specific problem when

addressing succession. The owner and spouse have 30% ownership of the businesses, the

owner alone 25%, the owner, spouse and children 15% and the owner and children 25%.

Succession planning are taking place.
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4.3.3.3 Interpersonal relationship

. Purpose

The purpose of this question is to establish the interpersonal relationships between family

members employed.

. Results

Table 4.11: Relationships in the family businesses among family members
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. Findings

It seems that overall the relations are reasonable to good. 65% of the respondents indicated

excellent relationships and 35% manageable conflict.

4.3.3.4 Unique culture in thefamity business

. Purpose

To establish if the family business has its own unique culture and way of doing things.

,
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. Results

Figure 4.12 The importance of the unique culture
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. Findings

The assumption is made that the unique culture of the family business is of importance for

the future of the business.

4.3.3.5 Vision of the future of the family business

. Purpose

To establish if the businesses have a clear vision for the future.
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. Results

Figure 4.13 Vision of the future of the business
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. Findings

95% of the respondents indicated that they have a clear vision of the future of the family

business and 5% indicated they have no vision.

4.3.3.6 Indication if a successor have been identified

. Purpose

To establish if the family business in its vision, identified a successor.

CHAPTER FOUR: EMPIRICAL STUDY RESEARCH FINDINGS 54



. Results

Figure 4.14 Has a successor been identified in the future vision

N:>

15%

Yes
85%

. Findings

In asking if the vision includes whom the successor of the business will be 85% indicated

yes and 15% indicated a no answer. The assumption is made that most family businesses

have identified their future successors.

4.3.3.7 External/actors influencing succession

. Purpose

To identify external factors having an influence on succession

. Results

100% of the respondents indicated that external factors have an influence on future

succession in the family business.
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. Findings

The respondents indicated that external factors such as BEE, the economy, company law and

legislation, affirmative action, loss of technical skills, strikes and the petrol price have an

influence on their vision of succession in the business.

4.3.3.8 Entry rules

. Purpose

Entry rules are of specific importance to the participants of the study. It is important to lay

down entry rules in order to prevent future conflict and uncertainties.

. Results

Figure 4.15 Entry rules

. Findings

Entry rules are very important to the family business and 80% have them and apply it in their

businesses.

,----------------------------------------------------
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4.3.3.9 Succession planning

. Purpose

The purpose of this question is to establish if succession planning is important for the family

business.

. Results

Figure 4.16 Importance of succession planning

~
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15%

Yes

il1lJOl1ant
85%

. Findings

Of the respondents 85% acknowledged that succession planning is important to them, and all

85% also indicated that a successor has been identified.These successors would be family

members. 15% of the respondents indicated that succession planning is of no importance to

them and thus no one has been identified.

----------- ,------------------------------------------------------------
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assumption is made that the majority of the business owners have taken note of BEE and its

implications.

4.3.4.2 Importance of the implications of BEE

. Purpose

To establish how important BEE is to family businesses.

. Results

Figure 4.18 BEE importance
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. Findings

The majority of family businesses agree that it is an important issue for their businesses.

50% indicated very important and 30% more important. Only 15% said that it is not

important to their family business.

'----------------------------------------------------------------
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4.3.4.3 BEE - threat or opportunity

. Purpose

This question will indicate whether BEE is either a threat or an opportunity to family

businesses.

. Results

Figure 4.19 BEE: threat or opportunity

65%

. Findings

35% of the respondents identified BEE as an opportunity and 65% as a threat. However,

20% identified it as both.

Threats that were spelled out by the respondents:

giving up of shares;

losing the unique culture of the business;

threat to succession;

'------------------------ ,-----------------
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losing of ownership of business;

profit loss;

small businesses not viable;

discrimination threats;

BEE employees not having zeal for the business;

unskilled people to be appointed;

detrimental to private enterprise;

diminishing of family businesses;

BEE employees dictate high salaries; and

increase in pressure on family businesses.

Opportunities spelled out were:

open doors for new business opportunities;

added value to business;

challenging entrepreneurial skills; and

tenders and new contracts only available for BEE firms.

4.3.4.4 Implementation of BEE

. Purpose

To establish if the participating respondents started implementing BEE.
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. Results

Figure 4.20 Implementation of BEE

Yes
200.10

. Findings

Of the participating owners of family businesses, only 20% specified that they have started

implementing BEE in their businesses. 80% have not yet started to implement BEE.

Methods used by the respondents to implement BEE:

BEE scorecard (Appendix B)

introducing black managers;

equity ownership;

introducing a skills and social development policy;

preferential procurement policy; and

enterprise development.

Of the 4 respondents that started implementing the BEE scorecard, 3 put a skills and social

development plan in place and one employed a black manager.

CHAPTER FOUR: EMPIRICAL STUDY RESEARCH FINDINGS 62

-- - -- - - - - - -- --- -



The elements of the BEE scorecard were addressed in some family businesses in order to

start implementing BEE policy. It seems that when BEE is implemented, difficulties that are

experienced are to find qualified, experienced workers, as well as funding for BEE partners

(Refer to question D9).

4.3.4.5 BEE: to be applied to all businesses?

. Purpose

The purpose of this question is to ascertain the responses if BEE should apply to all

businesses.

. Results

All respondents indicated that BEE should not apply to all businesses.

. Findings

The respondents indicated the following reasons:

not economically viable for small businesses;

small and medium size businesses to be exempted;

unconstitutional to white-owned businesses;

discrimination towards white-owned businesses;

starting up of a business to be a natural process -BEE entrepreneurs to start their own

businesses; and

what about the rights of the white-owned family businesses.

,--------------------------------------
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4.3.4.6 Influence of BEE on succession

. Purpose

To determine if BEE is considered as a threat to the succession in the family business.

. Results

Figure 4.21 The influence of BEE on succession

. Findings

Of the participating owners 70% felt that BEE will have an influence on their business, and

30% felt that it will have no influence. Participants being influenced by BEE, identified that

it can cost them their business and diminish opportunities for their children. Participants

indicating that it does not influence them said that they would continue the business without

incorporating BEE. They believe their businesses will be able to continue doing business,

because of their excellent service and niche markets that they are operating in.

---- '-----------------------------
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4.4 Summary 

The purpose and results of the questionnaire, which was obtained from the information 

obtained from the literature study completed in Chapters 2 and 3, were discussed in this 

chapter. 

From the perceptions of the participants involved in the research, is it evident that BEE will 

have an impact on the majority of family businesses involved in this study. It confirms the 

problem statement that BEE has an impact on family businesses in the Vaal Triangle. 

Based on the responses which were interpreted in this chapter, final conclusions and 

recommendations will be discussed in Chapter 5. 

-- -- 
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CHAPTER FIVE 

Conclusions and recommendations 

5.1 Introduction 

The importance of the family business in South rica and in particular the Vaal Triangle 

cannot be underestimated. It is an important instrument in job creation, addressing 

unemployment and providing sustainable growth for the economy. 

The disempowerment mechanisms used under Apartheid and other economic imbalances of 

the past, excluded the majority of South Africa's citizens from the economic mainstream. 

BEE emerged as a central objective for transformation after 1994 to achieve the vision of an 

adaptive economy characterised by growth, employment and equity by 2014. 

The policy of BEE is of critical interest to family businesses because it impacts the heart and 

future of the family business. 

Based on the responses, which were interpreted in the preceding chapter, the final 

conclusions and recommendations are considered in this chapter. 

5.2 Conclusions 

In essence, South Africa's economy is based on the economic freedom of the individual to 

run his or her own business or profession, to develop entrepreneurial skills and to be 

rewarded for that. The freedom of equal human rights is also an essential part of the 

constitution of South Atiica and should be adhered to. By analysing the questionnaires 

completed by the respondents, the following conclusions were made. 
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5.2.1 Conclusions based on the information of the family business 

The age of the businesses indicate that 70% of them are mature businesses. It can 

therefor be accepted that business strategies are in place and that the requirements of 

change are not be underestimated. 

The various industries varies a lot, with 35% of the businesses in the manufacturing 

industry and 25% in the service industry. BEE will have an impact on all industries in 

South Africa. This conclusion also applies to the legal status of the business, the majority 

being close corporations. 

The majority of family businesses are small and medium size businesses, indicating the 

importance of small and medium size enterprises to the economy of South Africa and the 

Vaal Triangle. 

5.2.2 Conclusions on the biographical data of the owners 

0 Eighty five percent of the respondents are 40 years and older and ninety-five percent 

have a qualification higher than matric. It can thus be assumed that the owners of family 

businesses should be informed people with experience and knowledge of business, 

succession planning and the social responsibility of all businesses. 

0 All the respondents are mamed and it is assumed that marriage and family relationships 

are important to the owner of the family business. 

Eighty percent of the respondents are the founders of the family businesses, indicating 

their entrepreneurial skills and commitment to the business. Sixty percent of the 

executive owners have been in this position eleven years and longer. The assumption can 

thus be made that they will have an influence on succession, the business culture, change 

management and BEE. 



All the respondents were white family businesses. It was deliberately done to establish 

the impact of BEE on the white family businesses in the Vaal Triangle. 

5.2.3 Conclusions on the structure of the family business 

In ninety percent of the businesses the spouse and children are involved. This indicates 

the importance of job creation in the family and enhances the importance of the family 

relationships. Eighty-five percent of the respondents indicated that succession planning is 

important, and that a successor has been identified. The assumption is therefor made that 

the owner wants the children to succeed himher, and although in some family businesses 

the children are still young, the owner has the vision of succession. 

The results of ownership shares indicate that the spouse and children have a forty percent 

share of the business, indicating the development of shares distribution and succession. It 

is clear that in some family businesses the process of succession has already started. 

Overall the relationships among employed family members are good, with manageable 

conflict. The assumption is therefor made that problems among family members within 

the business are manageable and can be solved. 

The unique culture of the family business is very important to ninety-five percent of the 

responding businesses, indicating that the family business has its own, unique culture and 

characteristics. Entry rules also apply in eighty percent of the businesses, indicating that 

the family business has specific ways of doing things. The assumption is therefor made 

that BEE will change these unique ways of the family business. 

5.2.4 Conclusions on BEE 

Overall the respondents indicated they have taken note of the policy of BEE and 85% 

agree on the importance thereof. The conclusion is made that the owners of family 

businesses have taken note of BEE and realise the importance of the policy. 
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Of the respondents 35% indicated that they consider BEE as an opportunity and 65% 

indicated it as a threat. Of the respondents 70% indicated that BEE will have a negative 

influence on succession. The conclusion is therefor made that BEE is still a threat to 

most of the family businesses, especially in succession of ownership. 

Only 20% of the respondents have started implementing BEE by introducing the 

elements of the BEE scorecard. The conclusion is that family businesses have not given 

the implementation of BEE a lot of thought. In implementing BEE, difficulties 

experienced by family businesses are to find qualified and experienced people. The 

funding of BEE partners also seems to be a problem. 

All the respondents indicated that BEE should not apply to all businesses. It is concluded 

that the owners of family businesses are of the opinion that BEE should not apply to the 

family business. 

5.3 Recommendations 

Family businesses must realise that BEE is a given fact, instituted by the government and 

will have an effect on all businesses throughout South eta. 

It would appear that family businesses still remain uncertain about the implications of 

BEE and the value it can add to their businesses. Family business owners must 

understand the essence of the policy of BEE, and realize that the initiative is not to 

discourage any business, but instead that they must seize the opportunity for growth. 

The essence of the initiative is an attempt to encourage all businesses in South Africa to 

commit to the policy of BEE, while at the same time ensuring growth and continued 

investment in the economy. At the heart of the initiative is the agreement and adoption of 

the BEE scorecard, the creation of corporate tax incentives link to BEE compliance, and 

to create interventions for the closing of the funding gap. Family businesses must commit 

to the policy in order to become part of these incentives. 

-- - --- - 
CHAPTER FIVE: CONCLUSIONS AND RECOMMENDATIONS 69 



8 Undoubtedly, there is no magic way for the initiative to be implemented and effective 

BEE transformation will require a range of creative and practical interventions. Failure to 

acknowledge the imperative of BEE is no longer an option and government's strategy, 

coupled with contributions from the private sector, must be embraced if the challenge of 

achieving broad-based BEE (and therefor a truly representative economy) is to be 

achieved. Family businesses should therefor acknowledge the reality of BEE and start to 

embrace it. 

It is essential that family businesses realise the impact of BEE. Ultimately it will still be 

the choice of the family business owner to conform and adapt to the strategy of BEE. It 

should however be a business and economically viable decision, and not an emotional 

one. It is difficult to separate emotions from business decisions for the family business 

owner, but helshe must realise that the decision about BEE will have far reaching 

consequences for the whole family. Family businesses should make an informed choice 

for the sole benefit of the business. 

The family business should make a decision that is business orientated and commercial. 

The objective should be to make profit and to increase turnover, not to lose work, 

contracts or tenders. The business concept of sustainable growth should always be the 

ultimate goal for the business owners, meaning they should start implementing BEE to 

win new contracts and tenders in order to stay competitive. 

Make a long-term strategic decision about BEE and commit to the decision. Strategic 

planning is the process of reconciling the business's internal resources with threats and 

opportunities in the external environment such as BEE. 

It is necessary that leadership set goals in implementing BEE and determine the structures 

necessary to productively reach the goals. Plan strategies towards implementing BEE and 

look towards the future, Set specific goals and time frames for the implementation 

process. It will eliminate crisis management and set the fasnily business in alignment with 

government strategies. 
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Implement change management interventions. Use human resource specialists to 

implement a new culture and structures in the business. The family business owner 

should realise that by implementing BEE principles, there will be changes. To stand still 

is to fall behind. Change is necessary and important. There will be a culture change, take 

note of it, and commit to it. The environment of management today holds lots of changes. 

Change triggers emotional reaction because of the uncertainty involved. Resistance to 

change must be managed by the family business and can be overcome by education and 

communication, participation and involvement of all parties, facilitation and support of 

new ideas and employees and negotiations. 

Address the diversity issues introduced through BEE in the business, and use professional 

outside advice if necessary. Understand the way in which culture influences the 

efficiency of the business. 

The owner and leader of the family business play a aitical role in the successful 

management of the business and influences individuals and groups within the business. 

When implementing BEE the owner-manager must first empower himself by getting all 

the information on BEE. He must take up authority and power to influence others 

positively towards the change taking place. Motivation plays an important role. As the 

owner-leader, convince the team members to support BEE, meaning that it is acceptable 

to them, Get them involved and aligned and committed and get them to buy into the 

concept of BEE. 

When appointing BEE employees do it for the right reasons. When implementing BEE, 

start by uplifting internal employees through the skills development plan, and multi- 

skilling, giving them the opporhnity to develop. This is ultimately what BEE is about - 
upliftment of those who need it. 
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5.3.1 Implementation plan 

The following plan, discussed below, could assist family businesses with the implementation 

process. 

5.3.1.1 Phase me: empowerment of owner 

The owner-manager of a family business must empower himselfherself by obtaining as 

much information as possible on BEE. The Department of Trade and Industry has a policy 

document under1'ining all the relevant information needed by the family business. Read and 

understand the policy. Know exactly what it is about and examine the possibilities thereof. 

5.3.1.2 Phase two: strategies 

Inform the rest of the management team involved. Put strategies in place to implement BEE. 

Set time b e s  and gods in implementing BEE. Be professional and use interventions 

such as team-building , workgroups and seminars to involve the management team and to 

ensure thew willingness and participation in creating strategies. 

5.3.1.3 Phase three: involve the people 

Once management has set strategies, it will be important to involve the people concerned in 

implementing BEE. This involves education, consulting and training. Start at the brrsics and 

implement a skills development plan. Involve as much employees as possible. Use 

facilitators and workshops. 

5.3.1.4 Phase four: role out 

Depending on the success of the skills development training, identify possible black 

employees for management positions. Introduce more advanced management training and 

assist these employees. Uplifi internal employees. The culture of the family business can stay 

moreintact. 
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Seek BEE partners externally. In implementing BEE, outside partners buying in, is the ideal 

situation. This means financial benefit for the owner. Howevex, this proves to be difficult. To 

find qualified people and funding for BEE deals seems to be a problem. 

Alternative approaches can be to form alliances with BEE companies, or to sell off the 

family business to BEE companies, but to stay part of the management team. 

5.4 Achievement of objectives 

The objectives of this study were to determine the impact of BEE on family businesses in 

the Vaal Triangle. A literature study on family businesses (Chapter 2) and BEE (Chapter 3) 

was therefor required to compile a questionnaire to determine the impact of BEE on the 

family businesses. Based on the outcome of theses results certain conclusions were made in 

this chapter, which confirm that BEE will have a &finite impact on the family businesses in 

the Vaal Triangle. 

Given the findings it is considered that the objectives and sub-objectives as set out in 

paragraph 1.3 of this study, have beenachieved. 

5.5 Further studies to be considered 

The BEE policy and implementation is seen as a threat by most family businesses at this 

stage. It is therefor recommended that: 

+ fuaher studies be considered in other areas of South Africa, and 

+ given a period of time, to assess the family businesses' commitment and implementation 

of BEE. 

5.6 Summary 

The responsibility of all businesses in South Africa lies in managing and channeling business 

and entrepreneurial energy effectively to generate capital, expertise and economic growth. 

- - - 
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The reality of Black Economic Empowerment is facing everybody in the business world and 

m o t  be swept under the carpet. Many family businesses still remain uncertain about the 

impact and implications of BEE and the value it can add to their businesses. Family business 

owners must understand the essence of the BEE policy, should face this reality and realize 

that it is not to discourage any business, but instead seize the opportunities posed by BEE. 

Ultimately it will still be the choice of the family business owner to conform and adapt to the 

strategy of BEE. It should be an informed, economically viable decision made by the family 

business, sepmakd from emotions. This decision will have far reaching consequences for the 

whole f d l y .  
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APPENDIX A: QUESTIONNAIRE 

Questionnaire on the Impact of BEE on 

Family Businesses 

CONFIDENTIAL 

September 2004 

Take note : to be completed by business owner 
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Dear Family Business Owner 

Re: MBA mini-dissertatioe for cerepletiea of MBA Degree 

The family business plays an integral and impomt  role in the South African economy and 

also in the Vaal TriangJe's economy. It is an important itlstnunent in job creation, addressing 

unemployment and providing sustainable growth for the economy. 

However, by 2014 legislation commands that all businesses will have to comply with at least 

26% ownership and equity in black hands. This is of critical interest for the family business 

because it impacts the heart of the family business. 

This study wants to attempt to get conclusions and some recommendations on how to 

address this problem. 

I am a third year MBA student at the Potchefstroom Business School at the North-West 

University, Potchefstroom. 

Currently, I am doing research on the impact of the policy of Black Economic Empowerment 

(BEE) on a Family Business, as part of the final fulfillment of my MBA degree. 

This topic is of special interest to me, because I am also involved in a family business and 

face the same situation as all the participants of this study. 

I would l i e  to include your company in my research and would appreciate it if you could set 

the time apart in your busy schedule to complete the structured questionnaire handed out to 

you. I will appreciate your participation very much. 

I understand that some of the information may be wnf~dential and the names of the 

companies participating will remain anonymous. 
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Thank you for your time. 

Yours truly, 

Zelda Oosthuizen 

016 971 259112 

Fax016971 2573 

082 569 6397 



SECTION A 

BUSINESS INFORMATION 

Mark the applicable block with a cross. Complete the applicable information. 

1 A5 I How many people are employed on a permanent basis in the business? 1 

I A1 Do you see the b e s i  as a family Wmess? ( y e s  ( N O  
Criterin: 
This means at least 51 percent of the business belongs to a single 
family and/or, 
At least two family members are &ely invalved in the 
management or operation of the business; andlor 
YOU intend transferring the business to the next generation. 

I A3 I Indicate the age of the business. years 



SECTION B 

BIOGRAPHICAL INFORMATION OF THE EXECUTIVE OWNER OF THE 
FAMILY BUSINESS 

This is the manager and owner of the family business and accountable for the successful running of 
the business. 

Mark the applicable block with a cross. Complete the applicable information. 

I B1 I In which age group do you fall? ( -29 1 30-39 1 40-49 ( 50-59 1 60+ 1 
( B2 I What is your sex? 1 Male I Female 

I B4 I State your h i e s t  academic qualifications. 
Lower than matric 
Matric 
Certificate 
Diploma (Technical college or Teehnikon) 
University degree 
Post Graduate d w  

B3 

[BS I What is your position in the business? 

Divorced 

Purchaser of business 
Manager on behalf of owner 
Founder of business 
Second generation owner 
Third generation owner 
Other : Specify 

Whatisyour 
marital status? 

Widower 
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Widow Single 

I B6 ( How many years have you been in the above position? 1 

Mamed 

B7 Indicate your race 
group. 

White Asian Coloured Black 



SECTION C 

STRUCTURE OF THE BUSINESS. 

Mark the applicable block with a cross. Complete the applicable information. 

I C2 I Indicate the family relationships of members employed. 1 

C1 

I C3 I Indicate the percentage of ownership of the business. 

How many fnmily members are currently employed fulltime in the 
business? 

Yourself 
Spouse 
Children 
Other: specify 

[ C5 I How important is the unique culture and way of doing things in the busioess?I 

I C4 Indicate the interpersonal relationship among family members employed. 
- Excellent: good trust 
- Reasonable: manageable conflict 
- Not good: regular conflict 
Poor: not getting along at all 

( C6 
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C7 

Not important 
.Less important 
- More important 
Critical important 
Does the business have a clear vision of the future? (yes No 

If yes, does the vision include whom the successor or future 
owner will be? 

Yes No 



If yes, specify: 

Have you identified any of the following entry rules in the 
business? 
Criteria : 
-outside experience; 
qualifications; 
-which family members will be dowed. 

No 

- 
Yes 

Yes C8 Does external factors (politics, economy, etc) influence future 
succession? 

C 
11 

Yes If yes, are the rules applied in appointing new employees? 

C 
12 

C 
13 

r C I Are any of the family members eager to become a successor? 1 

No 

Yes Is succession plnnnig important to the business? 

C 
14 

No 

Have you identi6ed a family member as a sueeessor? 

If yes, who will it be? 
Specify: 
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C 
16 

Yes 

If yes who is it? 
Specify: 

No 



SECTION D 

BLACK ECONOMIC EMPOWERMENT 

Mark the applicable block with a cross. Complete the applicable information. 

( D2 I Do you understand the implications of the policy? (Yes INo 

I D3 I Indicate what you think about the implications of BEE 

No 

Not important 
Less important 
More important 
Very important 

Yes Dl  

D4 ) Do you consider BEE as a: 
I Threat 1 

Have your business taken note of the policy of Black Eronomie 
Empowerment? 

Opportunity 

D5 Specify your answer in D4: 

. . . . . . . . . . . . - . -. - - - - . . . 
( D6 [ Have your business started implementing BEE? I Yes I No 1 

If yes, specify: 

.. . . -. . I DS I Have you experienced any difficulties in implementing BEE? I Y &  / N O  

D9 If yes, specify: 
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Dl1 Specify your answer: 

D 
10 

Dl3 If yes, specify: 

Yes Do you think BEE should apply to all businesses? 

Dl4 Do you have any recommendations on BEE and the family business situation? 
Specify: 

No 

D 
12 

Thank you for your cooperation. 

Yes Do you think BEE will influence suecession in your business? 
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APPENDIX B: BEE SCORECARD 

A BALANCED SCORECARD FOR BROADaASED BUM( ECONOMIC ENPOYKRMENT 

To achieve our BEE c+&es we d to have a consatency of appoadr. appopriate fledbilii to 

respond to different economic and entesp)se cmBlions and the ability to measwe our pmgress. The 

negotktiws awnd the Charter developed a useh~I atxi pqlmalic zqpnx& to these needs 

mat will now be a w e d  more generally. 

GoVbmmRnt will use a 'balanced s o m a d  to mesura pogess made in adievmg BEE by 

entqnises and sectors. The use of a ammm smscad by dafenmt sZakeholders prarides a basic 

fmmwork against which to benchmark the BEE pmcess in different entaprises and sectors. The 

scoward also aWows government -, stste-amd -, and dhx puMic agenc&, 

to align their oun proarremant prsclices and in&Wual BEE -. The sawecad further 

facilitates the pmcffs of setliw~ meammbk targets for BEE, for BEE rathgs and other measurement 

purpose 

The Jmkal allovs for a measm d f k d l l l y  in order mat it can be edaped to the particular 

circumstances of specjfic sectm or enterpisaq while at the same time bring a measure of 

s t a n d a r d i i  to the defniUon and messuanent d BEE. 

Core mrnponents of BEE 

This smecard will measure thm core danads of BEE: 

Direct 

ThepmatasofBEEmustresuRinanirreaseintheomershipandmnboldtheeconomybyblack 

perscms. Thii means that a Significant of black peopk's omnrhip of agsets and 
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A oacard element d i n d i i  empowamenl is e&qnise develqment. TMs cm take two forms: 

Investment in black-owned and -empowered enterpises is a aucial step in the pwftrion d fhav3al 

and intelleclual capital to such mWplbe8. The key ekmelds to be taken into account whan making 

thesetypesdinvesbnentsre: thaemuatberealemnodcbenditfbwringtotherecgiententerprise 

to enable it to be sst up and M on a scatainable bssis. El feddy them must be resultant operational 

capacRyfmnthe invesZment ln tohe&qn ise ;andthanmptbead ive~byb lack  

p w p l e i n t h e r e d p i e n t ~ .  

- 
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enterprises must be a mntrolling i&mt reRecting genuine pcatiapatim in dsds'mw at board, 

executive management and operations lev&. and the assumption of real risk. 

In the scorecard, dired empavermerd focuses on OWWShiP of enterpmes and as& thoclgh shares 

and other instruments that provide the holder thered with v o w  ngMo and economic benfAts such as 

dividends or interest payments 

Control means: 

. TherigMathe~todbedoro(hemisemntrolthemajoritydthevote~attachingt0the 

shareholder's issued shares. . The l i g ~  or ability to appoint or remove mndors h d d i ~ ~ ~  a mapridy of volig rigMs at meetiw of 

the board of diredors ofthat shsrehdder. 

s he light to mnhol the management of that shareholder. 

This emphasis on control does nd cbbacI fran the impatam mk that F~SS~W omenhip of assels 

through pension and pendent funds, unit buss. and other c o k h  imeabnent schemes, can play in 

BEE. However, passbe armership by black people is in itself nc4 s u k h n t  to about a real 
transformaion of wr econamy. WiUlout active p W p s l h  in managing w a k e r d  funds, and 

i n s b u m ,  investon similar imeatment haw very We contrd over the dkction d investment 

decisims made by fund managers. Passive omenrhip of e n k w h s  can also lead to a form of 

Ymnting' and this needs to be guarded against 

atuiemDbnnsnteauitv Human resource aeveloDment 

This component of the smecad foases on the devalopment d the employees of an enteqxk or 

seda as well as empkyment equity. E m  are reguired to comply with the pwisions of the 

E m p l o y m e n t ~ A d t o b r k g a W a n e g u e a b l e ~ d b l a a ~ i n a l o o a r ~  

and at all levels of the wganniatan 
. . o w  a period of time. The imalvement of Ma& persans in 

o p w a f i , ~ a ! c a d r e s a n d e r e c r d i v e ~  
. . 

is a critical asp& of BEE. G'm the 

legacy of systematic labour market discrinination and inferia education, accelerated skills and 

advanced pmfessional skin devebpment is also impwtant 

APPENDIX B 89 



. investment and to mterpi= a p d b g  in rwal a m m u m  and me geographic areas 

~ingOVanmennsintegeted su&ha& nrsl anbpment proganme and urban r8newaI 
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The indicators artlined in the smrecard are povided as a guide. In pradice, enterprises and sedors 

may use these ratios, analysis t a k  or minigcwecsrds to pmvide the most accurate Mection of 

progress in each ofthe axe components of BEE. 

Convanion hcmr 

The conversion factor e n a m  the sccfecard to ref!e tde against the r 3pedfic BEE tag.& 

that enterprises and sectors have eatablikhed. Targets will be set at sadoral level where &or 

charters have been agreed. Wm regard to enterpises codw of g o d  practice will be issued on 

appropriate benchmarks or targds. The t a m  sel out in tha Mining Charter will be used as guide 

By way of illustration, the chllversion factcf in this scorecard b alarlated as 1001target &. For 

example, if an enterprise estabiimhed a target for pmaaement of 5%. i.e. b l a c k ~ e d  and 

empowered enterprises will provide 5% of total pmcurament then the mmponent fadM for 

preferential procurement will be 10015, which is equal to 20. When that enterprise achieves this target 

il will receive a score of 5% times 20. 1 W ,  for &laving its target If the enterprise only procures 3% 

from black entqtises in Uw f n t  year, it will receive a score of 3% times 20. or 60%, 

Year 1- 3% 

Year2446 
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The weighting of each mmponent reReds the relaljve importam that government places Hmreon. 

The six mre mmponents of BEE are weighted to bring the scorecard to a maximum of 100%. The 

weighting8 total 100 in order to bring lh scorecard to a standard& madmum score. 

The tatal saxe will be calculated by the sum of the individual mmponenl scores and will be refieded 

as a score wt of 100 percent. 

Ranking ent.rpr*.. using th. scorecard 

Using the scorecam as a guide. govemrmnt will rank and categorise enterprises for the purposes of 

preferential pocurement, regulation and granting of licances, restructuring of statcQwned enletprkes. 

finanang and other kin& of s-. The precise weighting and saxe will depend an the actual 

transaction and will be adjusted acmrding to the emnomic, mmmerdal and financial situation. 

Government will use the total sme to rank acmding to their progress in achieving Mack 

emnmic emwwerment: 

. Total sme of 01% and abova - excellent mnmbuor to bmad-based BEE 

Total smre of 65% to 00.9% -good mntributor to had-based BEE 

Total s u m  ~440% 0 64.9% - wlbfactory contriMor to had-based BEE . Total a r e  of below 40% - limited mntributor to had-based BEE 

These rankings will be used to guide the diredion of government support towards BEE ob jed is  

Preferential pmcurement policies and qualifying for gOV9intWnt incentlws and support 

schemes will be reviewed and, where appmpiate amended, on a basis, to reRect these 

rankings. 

Government MIl a)so enmurage the lniva@ ractor to develop similar ranking systems in sactor and 

enterprise charters and to use Umae rankiw in their procurement systems. 
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