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1 Abstract

This is a conceptual study in which the author explores the answers to the following three questions.
1. Is there a business case for transformation?
2. If there is a business case, how can it be developed and articulated (that is, what approach should be
used) to ensure the impact of transformation on the business is understood?
3. If there is a business case, is there an overarching transformation framework?

The target audiences for this paper are:
• Boards of directors
• Transformation committees of boards
• Managing directors
• Company secretaries
• Chief executive officers
• Chief operating officers
• Transformation directors and managers
• Risk managers and officers
• Compliance managers and officers
• Internal auditors
• Organisation development (OD) consultants and specialists
• Human resources directors and managers
• Human resources development managers
• Finance directors
• Chief financial officers
• Procurement directors and managers
• Corporate social investment managers and specialists
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2 Executive Summary

The author set out to find answers to the following three questions.
1. Is there a business case for transformation?
2. If there is a business case, how can it be developed and articulated (that is, what approach should be
used) to ensure the impact of transformation on the business is understood?
3. If there is a business case, is there an overarching transformation framework?
With respect to the first question, the author established that there is a business case for transformation. The
business case includes:
• Complying with legislation,
• Aligning the business with the diversely populated environment in which it operates,
• Allowing for a wider search for talented people,
• Fostering teamwork and a winning workforce,
• Retaining and winning new business,
• Supporting moral and social objectives,
• Increasing the skills level of labour, and
• Supporting corporate governance.
Because there are different business reasons for transformation, the author responded to the second question
by proposing a structured approach to the development of a business case for transformation. This approach
integrates the concepts of business modelling, financial capital and intellectual capital and is illustrated in the
figure on the next page.
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Executive Summary continued

Business Model

Business reasons for transformation were discussed in terms of their possible impact on the supply side and/or
the demand side of a company’s business model. The reasons were grouped by capital type.
Summary of the main supply side reasons
Some companies rely on licences and concessions in order to conduct business. (Transformation is one of the
factors considered when making a decision to award a licence or concession.) This reliance influences the ability
of the affected companies to deliver on their value proposition.
Examples of industries affected by the above decisions include:
• The liquor industry (licences)
• The gaming industry (licences)
• Restaurants (those that have to secure concessions to operate, for example, at airports owned by the
Airports Company, or at parks owned by South African National Parks)
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Executive Summary continued

Summary of the main demand side reasons
Every company must analyse its turnover (sales) figures by customer or industry to establish where there is
transformation risk associated with some customers, industries or market segments. For example, if a company’s
sales rely heavily on government tenders, then the company must develop and implement strategies and policies
aligned with this. If a company’s sales rely heavily on companies whose sales rely heavily on government tenders,
then the company must develop and implement strategies aligned with that. It is, therefore, imperative for
a company to understand its business from both a micro and a macro perspective. Are the company’s sales
sensitive to the nature of the value chain in its industry or markets? If there is transformation risk in the value
chain and the company does not respond to it, the maintenance and growth of sales will be in question and, in
turn, possibly the sustainability of the business.
The author argues that one of the benefits of addressing both the supply side and the demand side of a business
model using the above approach is that it enhances the ability of a company to meet the requirements of
King III1 in terms of integrated reporting and disclosure.
The author concludes the paper by proposing the transformation framework illustrated below.

Transformation Framework

1

In 2009, the Institute of Directors in Southern Africa (IoD) introduced the ‘King Code of Governance Principles’

and the ‘King Report on Governance’. The Code and the Report are collectively known as King III.
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3 Introduction

Companies that have been set up to make a profit have to make many decisions consistent with this profit motive.
These decisions must ensure that the company is profitable in a sustainable manner.
Some decisions involve directing and allocating resources to transformation interventions. Transformation
interventions are interventions that are aimed at ensuring that there is a diversity of shareholders, boards of
directors, employees, suppliers, supported communities and so on.

4 Research Problem

The author is interested in exploring answers to these three questions.
1. Is there a business case for transformation?
2. If there is a business case, how can it be developed and articulated (that is, what approach should be
used) to ensure that the impact of transformation on the business is understood?
3. If there is a business case, is there an overarching transformation framework?

5 Research Methodology

The author reviewed existing literature with the primary purpose of answering the first question, viz. ‘Is there a
business case for transformation?’
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6 Literature Review

In this section, the author reviews existing literature relevant to the topic of this paper, with the aim of answering
the question: ‘Is there a business case for transformation?’ The literature review is organised into the following
categories:
• Legislation
• Competition
• Best practice

6.1 Legislation
Since 1994, the South African legislature has passed a number of acts aimed at effecting labour market and socioeconomic transformation. These acts include:
• The Employment Equity Act, No. 55 of 1998, as amended
• The Skills Development Act, No. 97 of 1998, as amended
• The Mineral and Petroleum Resources Development Act, No. 28 of 2002
• The Broad-based Black Economic Act, No. 53 of 2003
The purpose of the Employment Equity Act is to achieve equity in the workplace by:
• Promoting equal opportunity and fair treatment in employment through the elimination of unfair
discrimination; and
• Implementing affirmative action measures to redress the disadvantages in employment experienced by
designated groups2, in order to ensure their equitable representation in all occupational categories and
levels in the workforce.
One of the purposes of the Skills Development Act is to improve the employment prospects of people previously
disadvantaged by unfair discrimination, and to redress those disadvantages through training and education.
The objectives of the Mineral and Petroleum Resources Development Act are to:
• Recognise the internationally accepted right of the State to exercise sovereignty over all the mineral and
petroleum resources within the Republic,
• Give effect to the principle of the State’s custodianship of the nation’s mineral and petroleum resources,
• Promote equitable access to the nation’s mineral and petroleum resources to all the people of South
Africa,
• Substantially and meaningfully expand opportunities for historically disadvantaged people, including
women, to enter the mineral and petroleum industries and to benefit from the exploitation of the nation’s
mineral and petroleum resources,
• Promote economic growth and mineral and petroleum resources development in the Republic,
• Promote employment and advance the social and economic welfare of all South Africans,
• Provide for security of tenure with respect to prospecting, exploration, mining and production operations,
2 ‘designated

groups’ means:

black people, women and people with disabilities who are South African citizens. Recent case law suggests that South
Africans of Chinese descent must also now be included as part of designated groups if they became citizens
before 1994. Black people is a generic term which means Africans, Coloureds and Indians.
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Literature Review continued

• Give effect to section 24 of the Constitution by ensuring that the nation’s mineral and petroleum
resources are developed in an orderly and ecologically sustainable manner while promoting justifiable
social and economic development, and
• Ensure that holders of mining and production rights contribute towards the socio-economic development
of the areas in which they are operating.
The Broad-based BEE Act facilitates empowerment by:
• Promoting economic transformation in order to enable meaningful participation of black people in the
economy,
• Achieving a substantial change in the racial composition of ownership and management structures and in
the skilled occupations of existing and new enterprises, and
• Increasing the extent to which communities, workers, cooperatives and other collective enterprises own
and manage existing and new enterprises, and increasing their access to economic activities, infrastructure
and skills training.
The Broad-based BEE Act further requires every organ of state and public entity to take into account and, as far
as is reasonably possible, apply any relevant code of good practice issued in terms of the Act in:
• Determining qualification criteria for the issuing of licences, concessions or other authorisations in terms
of any law,
• Developing and implementing a preferential procurement policy,
• Determining qualification criteria for the sale of state-owned enterprises, and
• Developing criteria for entering into partnerships with the private sector.
In his address on 29th April 2010 to the Black Management Forum symposium (Zuma, 2010), President Zuma
said:
‘We are convinced that the material conditions that necessitated the promulgation of laws such as the BroadBased Black Economic Empowerment Act, Employment Equity Act and Labour Relations Act have not been fully
addressed. The overwhelming majority of our Black population still lags behind in terms of:
• Ownership of productive assets;
• Access to capital and financial resources;
• Access to quality education;
• Overall levels of income and wealth.’
He also went on to say, ‘We … want government procurement opportunities to be actively used to promote the
economic development of our people. As a priority, we are working to harmonise all government procurement
policies and ensure that they are aligned with the BBBEE Act and the Codes of Good Practice.’
Ron Johnson and David Redmond (2000) argue, among other things, that organisations seek to conform to legal
requirements when they recruit and manage a diverse workforce.
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Literature Review continued

6.2 Competition
Ron Johnson and David Redmond (2000) state that organisations seek the following benefits when they actively
recruit and manage a diverse workforce:
• A wider search for talented people
• The management of labour costs
• The ability to operate in a diversely populated business environment
• Teamwork and a winning workforce
Tony Balshaw and Jonathan Goldberg (2005)3 are of the view that ‘businesses need to give broad-based BEE
serious consideration as it will become an issue in retaining and winning business.’
Vuyo Jack and Kyle Harris (2007) provide many reasons driving the need for transformation, including the reasons
below.
• They argue that perhaps the most compelling reason for BEE is economic growth. The unemployment
rate in South Africa is reported to be between 35% and 37%, which implies that the economy is running at
two-thirds its potential.
• A further justification concerns the skills level of labour. South Africa relies on raw material exports – and
exports little in the form of value-added goods. Value-added exports offer higher economic stimulation for
a country.
The KPMG 2009 BEE Survey (KPMG, 2009) revealed interesting findings in response to a set of questions. These
findings are discussed below.

Question 1: Have you set a minimum BEE Status/Contribution Level (e.g. Level One Contributor or Level Six
Contributor) for your suppliers?
• The majority of respondents have not set a minimum BEE status for their suppliers.
• All of the Community, Social and Personal Services (including Healthcare) industry answered in the
affirmative.
• Three-quarters of the Electricity, Gas, and Water (including Liquid Fuels) industries provided a ‘Yes’
response to the question.
• Two-thirds of the Transport, Storage and Communication (including Information, Communication &
Technology or ICT) industries have set a minimum BEE Status for their suppliers.
• None of the respondents in the Mining and Quarrying and Wholesale Trade, Commercial Agents and
Allied Services industries has set a minimum BEE status for their suppliers.

3

Balshaw and Goldberg wrote their book before the codes of good practice on broad-based BEE were

gazetted on 9th February 2007.
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Literature Review continued

Question 2: If you have set a minimum, what is the minimum BEE Status/Contribution Level you have set for your
suppliers?
• The majority (80%) of the respondents would like to see their suppliers achieve at most a Level Four
Contributor status.
Question 3: What action (if any) will be taken with respect to suppliers who do not achieve the set minimum BEE
Status/Contribution Level?
Organisations listed on the Johannesburg Stock Exchange (JSE) responded in these ways:
• ‘We are assisting them to meet the standard, initially on a voluntary basis. So far we have been
successful.’
• ‘We will use alternative suppliers if the quality and price is comparable.’
• ‘Consider removing non-complying suppliers from our Preferred Supplier Database.’
Organisations not listed on the JSE responded thus:
• ‘Over time, we will not do business with them. We are already discouraging the use of suppliers that are
non-compliant.’
Multinational organisations gave these responses:
• ‘Enterprise development initiatives had been planned for suppliers. This has been negatively impacted on
by the economic downturn. New suppliers will be sought, if current suppliers cannot meet the requirement
within a reasonable timeframe.’
• ‘The non-compliant companies will enter into an improvement/commitment plan with us and this will be
managed by our Sourcing department.’
• ‘Impart BEE knowledge to suppliers, communicate closely with suppliers and suppliers who continue to
willingly not comply stand a chance of losing business.’
• ‘Non-compliant suppliers will be phased out.’
Parastatal organisations responded in these ways:
• ‘When contracting with them, we give them the Level 1–4 targets to achieve within a specified time
frame and failure to achieve these targets will lead to the contract being revoked.’
• ‘We disqualify them from the tender process, especially where we have lots of suppliers.’
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Literature Review continued

6.3 Best practice
Ron Johnson and David Redmond (2000) argue that, among other things, organisations are driven by ‘good
citizenship’ when they actively recruit and manage a diverse workforce.
Vuyo Jack and Kyle Harris (2007) suggest that a number of reasons drive the need for transformation. Two of
these reasons are given here.
• The most obvious imperative – a moral issue – is to correct the imbalance created by apartheid.
• The second imperative is a social issue. The wealth divide is a problem in all capitalist societies. A wealth
divide denoted by racial categories further complicates South Africa’s problems.
PricewaterhouseCoopers (2009) comments, among other things, on the implications of the following chapters of
King III.
Ethical leadership and corporate citizenship
• The leadership of an organisation, including its directors, boards and committees, will have to review the
corporate values that drive their behaviour, to ensure that they and the organisation reflect societal norms
and accepted governance guidelines. To this end, leaders are expected to support and understand the
full implications of the stakeholder inclusive model put forward in the previous King reports and again
emphasised in King III.
• Leaders will also have to give due consideration to the full range of material economic, social and
environmental dimensions and impacts that the company and its processes have on the community in
which it operates, when developing corporate strategy.
Boards and directors
The composition of the board and its committees will need to be reassessed to cover both financial and
sustainability roles and responsibilities.
Audit committees
The responsibilities of the audit committee have been extended beyond financial reporting to include sustainability
reporting.
The governance of risk
The requirement to disclose how the board has satisfied itself that risk assessments, responses and interventions
are effective will need to be effectively evidenced. Due care and diligence will need to be exercised and
disclosed.
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Literature Review continued

Compliance with laws, rules, codes and standards
Compliance can be achieved by:
• Identifying the laws and regulatory obligations that are applicable, including the non-binding rules and
standards to which an entity/organisation wishes to comply,
• Managing compliance risk through the risk management process adopted, and
• Embedding compliance in the operations and process, ethical conduct and culture of the business
organisation.
Governing stakeholder relationships
King III proposes a host of interventions that companies and boards should be making, for example:
• Identify material stakeholders and assess the related risks and opportunities they present.
• Develop and implement stakeholder strategies and policies.
• Develop a mechanism for constructive stakeholder engagement with all of their material stakeholders.
• Adopt communication guidelines for stakeholders covering the content of the report, publishing policies
and the nature of the interaction with stakeholders.
Integrated reporting and disclosure
One of the essential principles of King III is the view that governance, strategy and sustainability are inseparable.
In line with the Code’s recommendations, good practice requires that economic, social and environmental issues
be included in corporate strategy, management, reporting and assurance throughout the year, in the same way
as financial matters are handled.

6.4 Conclusion
In the light of the above information, it is clear that there is a business case for transformation. The business case
includes:
•
•
•
•
•
•
•
•

Complying with legislation,
Aligning the business with the diversely populated environment in which it operates,
Allowing for a wider search for talented people,
Fostering teamwork and a winning workforce,
Retaining and winning new business,
Supporting moral and social objectives,
Increasing the skills level of labour, and
Supporting corporate governance.

Given the varied business reasons why a company should transform with the objective of achieving diversity, in
the next section the author proposes a structured approach for developing a business case for transformation.
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7 Structured business case development approach

This section attempts to answer this second research question:
If there is a business case, how can it be developed and articulated (that is, what approach should be used) to
ensure that the impact of transformation on the business is understood?
A company with a profit motive is, by definition, created primarily to make money. The business model a company
uses influences how well the company makes money.
According to Allan Afuah (2004), the profitability of a business model is affected by both industry factors and
firm-specific factors.
The profitability of a business model affects the value of the business. In this section, the author proposes a way
of understanding the impact of transformation on the value of the business.
The value of a business is affected primarily by financial capital (balance sheet) and intellectual capital. We
therefore want to understand how transformation can influence financial capital and intellectual capital.
Roos, Pike and Fernström (2005) define intellectual capital as all non-monetary and non-physical resources that
are fully or partly controlled by the organisation and that contribute to the organisation’s value creation. However,
these authors prefer to divide intellectual capital into three categories based on economic behaviour.
• Relational: These resources include all the relationships that an organisation has, for example customers,
consumers, intermediaries, representatives, suppliers, partners, owners and lenders.
• Organisational: This intuitive definition for the category was articulated by Leif Edvinsson4: ‘All those
things that remain in the organisation when the employees have left the building but you cannot find
in the balance sheet.’ This includes resources such as brands, intellectual property, processes, systems,
organisational structures and information (on paper or in databases).
• Human: All the attributes that relate to individuals as resources for the company, with the requirement
that these attributes cannot be replaced by machines or written down on paper. This includes resources
such as competence, attitudes, skills, tacit knowledge and personal networks.
The author proposes an approach to developing a business case for transformation that integrates the concepts
of business modelling, financial capital and intellectual capital. This approach is depicted in the next figure.
The author acknowledges that the business reasons listed in the literature review section are not necessarily
exhaustive but argues that the proposed approach will accommodate many of the possible business reasons for
transformation.
4 Leif Edvinsson is a Professor of Intellectual Capital at Lund University, Sweden. Professor Leif Edvinsson is the world’s leading

expert on Intellectual Capital. He has been Vice President and the world’s first Corporate Director of Intellectual Capital at
Skandia of Stockholm, Sweden and has held the world´s first professorship on Intellectual Capital at Lund University, Sweden
since 2000.
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Structured business case development approach continued

Business Model

In the sections that follow, the author discusses some of the business reasons for transformation that were
detailed in the literature review section in terms of their possible impact on the supply side and/or demand side
of a business model of a company.

7.1 Business model: Supply side reasons for transformation
7.1.1 Financial capital
One of the reasons advanced by Ron Johnson and David Redmond (2000) for organisations seeking to transform
to achieve diversity is the management of labour costs.

7.1.2 Relational capital
Recall that relational capital includes all relationships that the organisation has, such as customers, intermediaries,
representatives, suppliers, partners, owners and lenders.
The legislation mentioned in this paper suggests that relationships with the law enforcers listed below are very
important for organisations affected by the said legislation:
• Department of Labour						
Department of Energy
• Department of Higher Education and Training, and 		
Department of Trade and Industry
• the Sector Education and Training Authorities (SETAs)
• Department of Minerals
- 15 -

Structured business case development approach continued

It is, therefore, important for affected organisations to manage these relationships proactively to maintain and
grow relational capital.
The relationship with the Department of Trade and Industry can also affect an organisation’s ability to enter into
partnerships with government departments and public sector entities, because the Broad-based BEE status of an
organisation could form part of the criteria for such partnerships.
Ron Johnson and David Redmond (2000) have also mentioned good citizenship as one of the reasons for actively
recruiting and managing a diverse workforce.
Vuyo Jack and Kyle Harris (2007) have also indicated two imperatives for transformation: a moral imperative, to
correct the imbalance created by apartheid, and a social imperative. In their discussion, they refer to the wealth
divide denoted by racial categories.
On the implications of King III, PricewaterhouseCoopers (2009) argues, ‘The leadership of an organisation,
including its directors, boards and committees, will have to review the corporate values that drive their behavior
[sic] to ensure that they and the organisation reflect societal norms and accepted governance guidelines.
Leaders will also have to give due consideration to the full range of material economic, social and environmental
dimensions that the company and its processes have on the community in which it operates, when developing
corporate strategy.’ The author argues that whether the leaders do this or not may have a material impact on the
relational capital of the company, and also potentially impact in some situations on the organisational capital of
the company. A good example of this relates to companies in the mining industry. The Department of Minerals
has transformation expectations that mining companies have to satisfy. Satisfying these expectations enhances
the relational capital of a mining company. Satisfying these expectations also helps the mining company maintain
or grow its organisational capital (mining rights).
Regarding ‘Governing stakeholder relationships’, PricewaterhouseCoopers further argues that, among other
things, ‘companies and boards should be … identifying material stakeholders and assessing the related risks and
opportunities they present.’

7.1.3 Organisational capital
As previously discussed, organisational capital includes resources such as brands, intellectual property, processes,
systems, organisational structures and information (on paper or in databases).
The Mineral and Petroleum Resources Development Act includes transformation as one of the requirements for
issuing a mining right or a production right. These rights enable an affected organisation to deliver on its value
proposition. The acquisition, maintenance and growth of these rights affect the value of organisational capital.
The Broad-based BEE Act requires every organ of state and public entity to take into account, among other things,
the transformation credentials of an organisation when issuing licences, concessions or ‘other authorisations’.
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Structured business case development approach continued

Industries affected by the above decisions include:
• The liquor Industry (licences)
• The gaming Industry (licences)
• Restaurants (those that have to secure concessions to operate, for example at airports owned by the
Airports Company or at parks owned by South African National Parks)
Reference to ‘other authorisations’ suggests that there are many other types of decision that can be affected,
for example the decision by the Department of Trade and Industry to provide an investment incentive to an
organisation.

7.1.4 Human capital
As previously mentioned, human capital includes resources such as competence, attitudes, skills, tacit knowledge
and personal networks. In configuring and delivering on its value proposition, an organisation requires human
capital.
To ensure diversity in workplaces, the Employment Equity Act calls for the elimination of unfair discrimination
and the introduction of affirmative action measures for people from designated groups.
The Skills Development Act calls for the empowerment through training and education of people previously
disadvantaged by unfair discrimination.
The Mineral and Petroleum Resources Development Act requires affected organisations to provide opportunities
for historically disadvantaged people, including women.
The benefits of recruiting and managing a diverse workforce, as argued by Ron Johnson and David Redmond
(2000) include:
• Allowing for a wider search for talented people and
• Fostering teamwork and a winning workforce.
Vuyo Jack and Kyle Harris (2007) argue for transformation on the grounds that the high unemployment rate
results in the economy running at only two-thirds of its potential. They also argue that another issue concerns
the skills level of labour.

7.1.5 Conclusion
As part of the business strategy development/review process, companies must proactively identify business
reasons for transformation that have a potential impact on the supply side of their business model. In addition to
financial capital, the elements of intellectual capital (relational capital, organisational capital and human capital)
are very useful in providing context to these business reasons.
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Structured business case development approach continued

7.2 Business model: Demand side reasons for transformation
7.2.1 Financial capital
The KPMG study (2009) mentioned in the literature review section suggests that companies that do not improve
their BEE status put their current revenue streams at risk. The current revenue streams may be affected by
possible strained relationships with current customers (relatively lower relational capital).

7.2.2 Relational capital
Regarding ‘Governing stakeholder relationships’, PricewaterhouseCoopers (2009) argues that, among other
things, ‘companies and boards should be … identifying material stakeholders and assessing the related risks and
opportunities they present.’
What does the above statement mean on the demand side of a company’s business model?
It means that every company must analyse its turnover (sales) figures by customer or industry in order to
establish where there is transformation risk associated with some customers, industries or market segments.
For example, if a company’s sales rely heavily on government tenders, then the company must develop and
implement strategies and policies aligned with this. If a company’s sales rely heavily on companies whose sales
rely heavily on government tenders, then the company must develop and implement strategies aligned with that.
It is, therefore, imperative for a company to understand its business from a micro and a macro perspective. Are
the company’s sales sensitive to the nature of the value chain in its industry or markets? If there is transformation
risk in the value chain and the company does not respond to it, the maintenance and growth of sales will be in
question and, in turn, possibly the sustainability of the business.
Another possible relationship on the demand side is the relationship with the Department of Trade and Industry
(DTI). If a company is involved with exports, it may need to have access to export incentives provided by the
DTI. As an organ of state, the DTI is required to consider, where applicable, the transformation credentials of the
applicant for export incentives.

7.2.3 Organisational capital
The author argues here that there is a possible interplay between relational capital and organisational capital.
One of the pertinent questions here is: ‘Have we lost, maintained or grown our brand equity?’ If our relationships
with our customers (relational capital) have been strained because of our lack of transformation, what has been
the impact on the reputation of our brand relative to our competitors?
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Structured business case development approach continued

7.2.4 Human capital
Recall that human capital includes resources such as competence, attitudes, skills, tacit knowledge and personal
networks. In configuring and delivering on its value proposition, an organisation requires human capital.
To ensure diversity in workplaces, the Employment Equity Act calls for the elimination of unfair discrimination
and the introduction of affirmative action measures for people from designated groups.
The Skills Development Act calls for the empowerment through training and education of people previously
disadvantaged by unfair discrimination.
The Mineral and Petroleum Resources Development Act requires following affected organisations to provide
opportunities for historically disadvantaged people, including women.
The benefits of recruiting and managing a diverse workforce, as argued by Ron Johnson and David Redmond
(2000) include:
• The ability to search more widely for talented people and
• Fostering teamwork and a winning workforce.
Vuyo Jack and Kyle Harris (2007) argue for transformation on the grounds that the high unemployment rate
results in the economy running at only two-thirds of its potential. They also argue that another issue concerns
the skills level of labour.

7.2.5 Conclusion
As part of the business strategy development/review process, companies must proactively identify business
reasons for transformation that have a potential impact on the demand side of their business model. In addition
to financial capital, the elements of intellectual capital (relational capital, organisational capital and human
capital) are very useful in providing context to these business reasons.

7.3 Overall conclusion
It is imperative that the leadership (board, directors, Exco and so on) of a company reviews both the demand and
supply sides of the company’s business model rigorously – with a view to determining and understanding the
business reasons for transformation, and the possible impact of transformation on business sustainability.
The author has shown that the perspectives of financial capital, relational capital, organisational capital and
human capital can provide context to the business reasons, and thus enrich the review process and the process
of documenting a business case.
The author argues that this approach will help unearth the sustainability issues that King III requires to be included
in corporate strategy, management, reporting and assurance (as part of integrated reporting and disclosure).
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8 Transformation framework

This part of the study explores the answer to this third research question:
If there is a business case, is there an overarching transformation framework?
The fact that transformation can potentially affect the sustainability of a business means that the leadership of a
company must have a framework for dealing with transformation. The author proposes such a framework.

Transformation Framework

The transformation framework depicts a transformation journey that is supported by transformation enablers.
The transformation journey starts by scanning the environment for transformation drivers. These transformation
drivers trigger the development/review of a business case for transformation. Based on a business case for
transformation, a transformation strategic plan is then developed/reviewed. The transformation strategic
plan then triggers the development/review of operational plans such as ownership or equity equivalent plans,
diversity/employment equity plans, human resources development plans, preferential procurement plans,
enterprise development plans, corporate social investment plans and social labour plans. The operational plans
are implemented and progress is monitored. This is followed by the evaluation of the effectiveness of the initiatives
in the operational plans, triggering the start of a new cycle.
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Transformation framework continued

The transformation journey is supported by transformation enablers. The primary enabler is ‘Leadership and
Culture’. For transformation to be successful, the board of directors must demonstrate leadership. Leadership is
demonstrated through:
• Scanning the environment (external and internal) for transformation drivers,
• Developing/reviewing a business case for transformation,
• Developing and reviewing the transformation strategic plan, and
• Creating an organisational culture that supports transformation.
The board of directors will then align the relevant board structures (risk committees, audit committees and so
on) with transformation strategic objectives. These board structures will, in turn, ensure that the rest of the
organisational structure is aligned with the transformation strategic objectives.
Management will then align:
• People (in terms of roles and responsibilities, desired culture and so on) with the transformation strategic
objectives, and
• Processes and systems (in terms of internal controls – such as policies, decision support systems,
reward systems, information systems and so on) with transformation strategic objectives.
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