POLI CY PROPCSALS FOR

SMALL, MEDI UM AND M CRO
ENTERPRI SE DEVELOPMENT

DI SCUSSI ON PAPER

NOVEMBER 1993

Thi s paper was made possible
through the SUppO T O the
FRI EDRI CH EBERT- STI FFUNG



WhNRPORONEREEROWWONNNNERREEEREROOWOLWLONE

POonNE

oanNE

WNE o E

COOWWWWWNNNNNNNNNNNNNNNRERRRRRRRRERERE
anE

%
5,

1. 1 NTRODUCTI ON

1115 11()RI(2A1. (Z()N 1" 14" . X 1’

D al il Nrnoxs

MACRO FRAM CXX K ) RK

Macr oeconom ¢ pcrtk )rnmmcc

I ndustrial Suucturc

"l hc d obal Environnent

R(rgul al ory Franework

W IY PROMODH SMiS

Enmpl oyment (Ircalion

Poverty All eviation

Denocral i sing the 80th African 1i unony
2. CONSTRAI NTS AND PQOLI G FS

MARKI YI S

(lonslraian:

Pol i ci es:

1: | NANCE

Constraints

Cur nm fi nanci ng ncdl ani sns

Pol i cy proposals for financing:

"1 RAI NI NG

Skill constraints facing SMVL' LS
Current skills training available 10 SMWM LS
Pol i cy recomrendations for training
I NFRASI " RUCI * URE

Consuai an

Curml situation:

Pol i ci es:

3. SPECI AL | SSUES FOR CONSI DERATI ON
GENDER

LABOUR

() RGANI SKUON () 11 sSMvLI S

I'i NVI RONVENT

2115(21 1 NO JOGY

RURAL SMVES

4. INSTITUTION S FOR POLI CY | MPLEMENTATI ON



5. CONCLUSI ON: | MPLEMENTATI ON PRI ORI TI ES
INS I TIlJ HONAI . | SSUES
RI'i GUI A" HON

BUDG ' TFARY RRIQURIiMCN IS
6. ANNEXES

X.

XXUX| vy,

10

1()

10

12

12

M

15

18

18

18

19

22

22

22

23

24

25

26

27

51

5s

35

3s



EXECUTI VE SUMMARY |

S VL VLOUWXV. UMKWA . - VS oW - - - VAN -a- . V.- - - - - mmmmm e - - - Il u. -------- r!.’|
Vm'V LT U VW UL LT LUVNA VY. we N musRMAVIMWVAY L L7 -7 AVAM wvyml mmml nxxxmu- | r amamm
mmamm

A gmup ()fpraf PAXS TU NIT A" (Appendi x 1) who xup/nmrt the denocratic mmvenent, deliberated
for

127017th 012 the subject ()fntall, mien) and mediumIl)u.s’'ine.szs' developnent in (|l post
-aparthei d di spen-

sation, and arrived at thejhl/(mng ml(rlusinns:

1. The basic assunptiuns guiding the interpretations of their findings are as foll ows:

0 That grmernnment policies (/0 not_fnmima coherent and holistic suppnrt systemto SM VEY.
When

such support ix inplemented, it is ft’ugnented. 7711/5 there is (I needfur restructmn ng,
stream

lining and monalis ation

C Yhe legacy thtpartheid nust informthe new policies Oka (lemcntic(1/111 devel opnenta
state.

2. The group supported the follow ng guiding principles:

SMMVES SHALL

O operate in an open econony that pmntes innantion and is accessible to all

0 receive support from governnment and Other secnrs to make them pt’ fesxiortal effective,
sel f -

sustai ni ng and devel opnent ori ented.

C (11 versl fx their activities and create opportunitiex in (Ill sectors and structures
of the econony.

O contribute to the creation of viable enploynent ()pparnmties.

O pmmte the denocratisatinn Of the South African ecanany.

0 play (1 critical mMe in the protection of the enti mnent.

0 work t(Md/dS the existence of racial and gender bal ance in gains froma viable ecanony

C contribute to the creation Ufa viable expanding South African econnny.

O uphol d the protection aflahnr rights.

O C(ntribute t0 the efficient and effective delivery ()fpublic sentices us and when engag
ed by the

public .s ectm

O operate in an environnent which supports and encnni age.s’ exchange anong large, snmall a
nd

m croenterprises.

3. The reasons for supporting the devel opnent Of SMVEs are as foll ows:

C The increase in unenploynent and decrease in the econonyis absnptive capacity affarnal

enpl oyment, inply that nore and nore South Ahicans will have to turn t0 sel fenpl oynment as
a

nmeans to generate incomnes.

O A thriving SMVE envimment will contribute to the denocratisation Of the South African

6 60110170).
0 Redistribution of wealth can be increased by supporting small bl.t.s"1'/te.s’.s’es.
O Dwlanic.s’'mall and neditm hrns can enhance the conpetitivenexs ()fthe SA econony.
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4. The policies uutlined in this paper are directed at enterprises with the follow ng cha
rac-

teristics:

O Enterprises with less than 2()() u arkersfarmpart afanr target group, a/thangh the hma
ii

faeus will he an enter/n’ises u hieh e/np/av | ess than 50 el np/ayees.

C This policy targets relatively |abour intensive enterprises. that is, thase with a
("apital/ialmn' ratia |l ess than the averagefar the manufai"luring seetar (("tirtentls ar

auni

R100 000).

C Enterprises whose growth is |limted by aeeess tajinanee, skills and preni ses and whose
awners originatefromhistariea/ls (lisadvantagea’ emmnunities will he the na/arfaeus of
policy.

0 Private as well as (’aaperative/Vx’ owned enterprises are ineimeii in the target group

5. Studies on snall business devel opnent in South Africa give market access fur SMVEsS pro
d-

ucts as a nmajor constraint to their devel opment. It was agreed that the follow ng policie
s shoul d

bef ol | owed by a denacratic state:

C Decentralized institutions providing industrial and eannnettial extension services jar
SMVEs

can contribute tawatdsfinding new | narketsfin' SMVE gaads, upgrading the quality af SMVE
pnducts and services, exploring teehnal agi eal options available to SMMEs etc. This (lacun
i ent

prapases the establishment aflLaea/ Service C entiesfar this purpose.

C The efficiency and eanpetitiveness of individual SMVEs can be enhanced (:ansiderahly
through greater ea-apentian in aeeessing resaurees - whether gathering infornmation, jaint
mar ket i ng, sharing of equi pnment or the eamman aequisitian af teehnal aghv. Paliey mmsiiler
a_

tians ('an create incentivesfar the (le ve/apnent Of ea-aperati an anong SMVEsS.

O Subcantracting represents ane nmute far SMVEs ta market their praduets, and should he
encour aged subject to the proviso that smaller suheantraetars strive to build their compe
titive

advantages on their (b’IltlltliS/H and i nnavativeness, rather than an the basis of cheap
and

unregul ated | abm Government intervention is required to ensure fair canditians far suh-e
an-

tracting.

0 Trade Policy nmust be re-shapeil ta elimnate the biases operating agai nst SMVES, so tha
t the

exports ()fSMVEsS are promoted. This (rails for neasures ta stinulate and finance SMVE
exparts.

C Government Legislation is required in the fallaw ng areas:

Procurenent Policy: an explicit eanmtnment by governnent is needed to change its procure-
nment policy to saurceeh’am SMMVEsS as well as large/irns.

Protection for Subcantractors is currently excluded fromthe inihistrial relatians system
s.

Vul nerabl e smal | stibcantraetns nay obtain sane neasure afprateetian by government |egis-
lation pertaining ft) ffair" siihi’antraiting arrangenment is neeessaliv.



Mar ket Reservation: attention rmust be given to the question of whether legislative interv

ention

reserving certain products for production only by SMVEs is appropriate for the i medi ate

future in South Africa.

6. The second inportant constraint identified by studies is the availability of credit. |
n this regard

pol i cy nmeasures mnustfocus On the follow ng:

0 Banks must be encouraged through various incentives to incorporate SMVES in their syste
m

Their application of the traditional credit criteria of character, capability to generate
i ncone

and col lateral, should be applied in a flexible manner to allow nore SMVEs to obtain cred
it.

0 The NOO community serving SMVES need to identify nethods of becom ng nore cost-ejfectiv

e

to allowthemto reach a wider range of clients. In addition, they nust be encouraged to

care-

fidly monitor and evaluate the perfornmance of clients, so that |essons and failures can b

e inter-

nal i sed.

0 CGovernment intervention is necessary as:

it must put into place a credit guaranteefund

it must consider anending the Deposit Taking Institution Act (DTl Act), to allow NGOs to

accept savings of their clients.

it can provide incentives which stinulate the formal financial institutions to service SM
MEs,

such as tax incentives etc.

7. The 3rd inportant constraint appearing in studies on smaH busi ness devel opnent is bus
ness

skills and skills with respect to production. Policy should aimat renoving or at least m

ake the

constraint |ess binding as foll ows:

C a variety of sector-specific training progranres should be established to devel op produ

cti ye

skills.

0 Productive skills training nust be conpl enented with business skills training. The pres

ent

i ndustry training boards are one type of institution whose co-operation nmust be sought.
Presently these institutions cater mainly to big businesses because they charge high fees

CGovernment mnust subsidise fees for smalt’ businesses to enable themto participate in the
se

traini ng programes.

0 Eforts should be nade to ensure that training is organised in a nodul arfonn, so that en
trepre-

neurs can build their skills base with tine; and that certificates are issued to allow gr
aduates to

market their skills.

0 The present structure of apprenticeship nust be altered so that the current barriers op
erating

agai nst new entrants are | owered.

O Trainers must be sensitive to the issue of access to training: when deternmning the phy
sical |oca-

tion, language used and tinting of sessions, factors such as gender, |ocation and resourc
es of

entrepreneurs must be consi dered.



O Co-ordinati on between the various institutions offering training support for SMVES is v
ital if a

consi stent approach is to be achieved.

8. The 4th constraint identified by studies on small business is infra-structure - busine

Ss

prem ses, water, electricity, sewage, etc.

The group agreed on the followi ng policy measures:

0 That there should be governnment support for infiastructure devel opnent; eg. through pub
lic

wor ks programes.

0 That the governnent recogni se public works to be a major programme of reconstruction
because it builds local skills as well as delivering the final product.

0 Fl exible zoning regul ations need to be encouraged to take into account the needs of smm
[

entrepreneurs to trade near residential areas.

0 Infrastructure nust be conceived but nore broadly than the provision ofphysical prem se

s, and

i nclude the building of capacity anpbngst SMMVEsS. | ocal service centres providing extension

services couldplay a critical role in helping to build the capacity of SMVEs.

0 Local governnents are best placed to inplenment policies for infrastructure devel opnent,
as

they are close to the clients. In addition, they have an inportant role to play in procur
i ng goods

and services fromlocal SMVEs.

9. It has already been stated that one of the assunptions of this docunent is the |ack of
tta

coherent and holistic support systemto SMMES? The inplenentation of the existing system
is

fragnmented and sonetines contradictory. The two main challenges facing a denocratic state
are:

0 to place SMVEs into an overallfranmework of econom ¢ management through various policies
regardi ng the macroeconorny, budget, |egislation, conpetition and procurenent.

0 TO shape an appropriate machinery to inplement this policy:

to determne which institution is charged with overall responsibility for SMVE pronotion;

to devel op a nechanismto co-ordinate between the various institutions serving SMVEs

to encourage the restructuring of the SBDC, both in terns of its policy approach and its

structure.

to devel op new institutions, such as the local service centres, where appropriate.

IV
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I 1). A new government needs guidelines as to the sequence and priorities of inplenenting
t hese

policy proposals. The follow ng sequence and primties are suggested:

O Institutional t_sxs’ ues:

i) , Existing iltxtt’tutionx with (I .S MvEfbeus .VYllc'h SBDC, DBSA, DTl, IDC etc. should
be

restructuted.

ii) New institutions such (1S the Ineal Service Centres should he devel oped.

iii) The establishnment ()fa noulinating mecham xm anong these intitutions, with the foca

poi nt SMVE support clearly |ocated.

0 Regul ati ons

1') There Should be a review aflegix/(ttion (mthe establishnent Ua Credit Guarantee F

umn

01" schemne easing credit provision to SMVES thmugh the mltional fi nancial system

ii) ACircu/ar shau/d be issued by governnent stating its cnmitnent t0 .murcing certain

portions gfits procurenmentfnmm SMMES. Further, the Circular should identify which

products governnent reserved for SMMVE pnduction

O Budgetary requirenents

1') PriorityjQ\N fimctial support lies in the pravision qgfihh’ astrueture for business prem

i ses,

i ncludi ng the devel opnent ()flocal service centres.

ii) After restrucmring Of the SBDC, DBSA, DTl and the IDC, financial dividends’ gained by

such restructuring inplies thatfunding may not necessarily be a pnbl enfor the budget.

D



1. 1 NTRODUCTI ON 1

This paper is thc result of scvcrul nmonths of research and dclibcrutions by thc Task G ou
p on

Smal | Entcmisc Dcvclopnecnt. The group (see Annex | for names (if punicipzms), while hav
i ng

no formal status. sought to devel op appropriate policies to suppm mcro, small and nediu
m

cntentiscs, with a viewto contiihuting to the debuts on econonic policy within the mass
denoc-

ratic novenment in South Africa.

The basic assunption of the work is thaL while the devel opnent of mcro, snall and nedi um
cntcnriscs is not LI panacea to thc rcgencrution ot’ the South African econony, it docs c
onstitute

an inponmt policy area. Wthin the franework of an overall nacroeconom c policy environ-
ment, :1 cohcmmt statenment on micro. small and nedi um busi nesses fromthe denocratic nove
nent is essential. As such, this conuihution nmust he considered in conjunction with the b
road

nj ectives of macroeconomic policies in u p(ist-Apanhcid South Afiicu.

Thc i deas expressed in this docunent arc the G ystullisation of u scn’cs of special in-dc
pth studies

whi ch have been conducted for each topic. These are avail able as annexes to this main rep
ort, to

gi ve readers nore detailed information regarding the position of small, mcro and nedi um
cntcr-

pliscs (SMVES).

TWO | SSUES | NFORM THE BASI C ASSUMPTI ONS OF THI S DOCUMENT:

(:1) Present government policies do not constitute a coherent and holistic suppoxt system
for

SMVES. Fuithcr, the existing scant policies are inploncntcd in a fragnentcd fashion, and
focus on pronoting individual small cntnprcncurs rather than crmating an environnent con-
ducive tO thriving and interacting small and mediumcntcnriscs. This document stresses th
e

need for a coherent policy ainmed at pronoting SMVEs.

(b) The Il egacy of Aptuthcid dcptived thc nmajmty of South Afn’cuns of viable business opp
onuni s

tics in the follow ng ways:

| Ahican people were prevented fromowning | and and houses in urban areas;

I J Oh reservation excluded Bl ack people fromopportunities to devel op skills;

| Bantu education restricted opportunities for the acquisition of technical and

prof essional skills by Bl ack peopl €;

| Apartheid contincd thc majon’'ty of Atiican people to Honel and areas;

| Racially scgrcgutcd residential areas were enforced through the Group Areas Act,
uprooting mllions fromthcir places of rcsidcncc and business;

| Segregated markets were created and thcsc increased the di stance between Bl ack
residential and working Bl CZI S.

Pol i ci es developed in this docunent will give special attention to this historical contex
t, and argue

for rcconstncttive intmvention to overcone this | egacy.
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TI HS REPORT IS DIVIDEI) INTO 5 SECTI ONS

. The contcxt within which SMVE policies are |ioi’ mulatcd:

2. Major constraints facing SMVEs:

3. Spccial Issues rclatcd to SMVE devel opnent;

4 Institutional considcrations; and

5. Inmplcnentation Priorities.

An cxccutivc summary is provided. in which: the target group is dctincd: the guiding pn'n

ciplcs

for SMVE pronotion arc provided. and the major policy conclusions of thc docuncnt arc spe

It

out .

1.1. HI STORI CAL CONTEXT

As stated in the second assunption above, a plethora of restrictions were inmposcd on Bl ac

k

peopl e hy the Apanhcid regine. Those in tho sphcm of economcs restricted husincss dcvclo

p_

ncnt and enpl oynent opportunities in thc fonnal sector. Central to the system of Aparthe

d was

thc notion that African people were iitcnporaiy soiouncrs in the Wiite cities of South Af

rica".

This was enforced through the two Land Acts and thc I nHux Control Act which dcnicd Africa

n

peopl e the opponunity to own land and nmovc li’ccly through the countiy, while the govemmet

nt

controllcd the allocation of husincss sites and designated the types of business Bl acks w

crc

allowed to operate in urban Black townshi ps. Tho Nativc (Urban Areas) Acts of 1923 and 19

45

stipulated that Bl ack businesses could provide no nore than the daily consumabl e essentia

I s such

as mlk , hrcad, ntat, vegetables, soap etc. Black people were specilically denied the op

portunity

to own or operate businesses such as diy-C cancrs, bookshops, garages, pharmacies, ctc. T

he

enactment of the Group Areas Act funhcr i’cstiictcd Black business activity. Black cntnp

uncurs

who had established business sites in areas declared Wite had to relocate to dcsignatcd

Bl ack

areas, in response to conplaints by Wite entrepreneurs that Blacks wcrc thi’catcning thc
suwi val

of their businesses. In 1963, a circular was sent to all local authoiitics charged with t

he manage-

ment and control of townships. Thc tcnns of this circular limted Black cntnprcncurs to t

he own-

ership of a single business. This circular also prohibited tho establishnent of Black con

trollcd

linancial institutions; manufacturing plants and operations; construction and buil ding hu

si ncsscs;

and whol esal e outlets. Thus Bl ack business licences werc rcstn’ctcd to a linmtcd nunber o

f busi -

ncsscs, such as grocers, hutchcrs, lish-i’'rycrs, dairy owners and wood and coal deal ers.

The

underlyi ng purposc of these rcstrictions on business dcvcl opncnt and growh was to force

busi s

ncss persons to thc hontl ands.

Plior to 1976, Black cntrcprwwship was limted to about 25 trades. businesses, and profe

ssions

in the urban areas of South Africa. In the lato 197()is this was expanded to 52 authoiisc

d busi ness

2
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activities. with all rcsuictions renpved in thc md-1980is. The conbination of these rcst
n' ctions

have underm ned the potential for Aliican pcbple to enter business as equals with other r
ace

gr oups.

1.2. DEFI NI TIONS

There has been extensive debate on the subject of explicit cliten"a to deline mcro, sm
| and

medi um entei pn’ses. Qur aimhere is to avoid entering into that debate, but rather to de
ine the

target population olienteipn ses for whose benelit this policy docurment is intended.

For the puiposes Of clan'ty in this paper, the following delinitions were anived at to re

fer to the

domain of mcro, small and nmedium entei pn’ses. These entei pn’ ses are defined as independe
nt

economi c entities which include those operated by owner nmanagers who ate able to fonm com
pa-

ni es, operate co-Cperatively and enlist shareholders. An enterpn’se with less than |l) wo
rkers and

whi ch requiies R5000 and |l ess for stan-up capital is rel’en"ed to as a mcro-enteipiise.

Those with

| ess than 100 workers and requiiing |l ess than R500 000 for stan-up capital are considered
smal

enterprises. Enteipn'ses with | ess than 300 workers and initiated with R2 million or |ess
are

vi ewed as medi um si zed

The policies outlined in this paper are directed at enterprises with the foll ow ng
characteristics:

I Number of workers: Enteiprises with | ess than 200 workers form part of our target group

al t hough the broad focus will be on enteiprises which enploy |ess than 50 enpl oyees.

| Capital/labour ratio: This policy targets relatively |abour intensive enteiprises, that
those with a

capital/labour ratio |l ess than the average for the nmanufacturing sector (currently around
R100 000).

| Historically disadvantaged entrepreneurs: Enterpn ses whose growh is limted by access
to

finance, skills and prem ses and whose owners Qiginate fromhiston' cally di sadvantaged c
om

munities will be the major focus of policy.

| Forms of ownership: Pn’'vate as well as cooperatively owned enteipn’ses are included in

the

target group.

G ven the above criteria, it is clear that mcro, small and nmediumcntenrises are all pan
of the target

group whi ch we believe wai Tant suppon. However, we recogni se that pronotion of each of th
ese

segnents of small business is driven by very different policy objectives, require specifi
c policy

i nstrments and have very different policy outcones. Wilst mcroenterprise support or mc
ro-

l ending to self-cnployed people is largely targeted at poveity alleviation, support for s
mal | or

medi um cntcxprises i s driven by macroecononi c conccns, such as enhancing the competitiven
ess

of the econony, the provision of acecssibly priced consuner goods for the poor and job-cr
eation.
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As the locus of policy is to ensure growh of micro. small and nediumentcntises, it is s
uggest ed

that the tetm 8inlonnul scctot” is neither useful nor accurate and that entent’'iscs are b

etter conceived

as liotm ng an econom ¢ conti nuum al ong which they graduate us thcy prosper (sce Annex 2

on

Busi ncss Laddcr).

1.3. MACRO FRAMEWORK

1.3.1. Macroeconom c Perfornmance

()ne of the ptcconditions for an cnvironncnt conducive to thc devel opncnt of micro, snall
and

medi um busi nesses is that thcrc is economic growh. In the South Atticun context. however
it is

essential that the puttcns of growth engendered in the post-Apattheid period contribute t

0 both

regenerating the econony in genctul, tts well as rcstntcttuing industty and di sui bution 0
1" wealth and

assets. This bticli survcy of major indicators is intendcd to C Tl phuS1SC that, while Iar
ge litms have

undoubtedly felt the effect 01’ the gcnetul econom c dccline since the md-19701s. the im
pact on

mcro and snmall finns has been even nobre scvei’e.

Annex 3 of this docunment shows that the growmh rate 01’ the South Atiicun econony sl unped
during

the m d- 198015 and have been negative since 1990. As can be sumfromthe data, the only e

xception

to the generally sluggish growh performance since 1975 szs in the petiod 1980-81, when t
he

grom h rate peaked at 6% However, this sharp incteuse was induced only by a sudden incre
ase in

the gold price. That the gold pn’'ce al one had such a shaminpact on the growh rate indic
ates the

extent of the domination of printtiy production in the econonmy. ()vcrull, the contraction
of growth

rates is an indication of the shrinkage of production |levels which is puttly due to the c
ontraction of

demand. Because the nujoiity of small enteipn ses in South Attica are concentrated in ret
ailing, con-

tractions in demand have LI. propottionately greater inmpact on snaller tirns.

Funher indications of South Aliicuis poor econonic pcrfotnmunce are cvident in the declin
ng sav-

i ngs and investnent rates, both inmpomt growth vutiubles. The growth rate of investnent f
ell from

8.5% during 1970-74 to -2.4%and -3.3%in the years 1982-84 and 1985-91 respectively.
Investments as a ratio of GDP fell from28%in 1975-79 to 20.2%in 1985-91. This fall was
mat ched

by a simlar dccline in the savings rate, which tell from26.1%in 1975-79 to 22.3%in 19
85-91. This

11111 is signilicant not just bccausc ot’ the inpact on the cconony, but al so because pat

tems of invest-

nment were skewed towards |large capital intensive projects (contiibuting towards higher un
enpl oy-

nment). In addition, manufactunng output fell in some industtiul sectors which are the ng]
or sources

of goods for small retailers. For exanple, food, beverages and tobacco, which accounted f
or 15% of

all manufactunes in 1970 fell to 14%in 1991. Textile and clothing fell from 13%in 1970

to 8%in

1991. 111 conttust,ntlchinety 21nd trunsportequi pnment incicased from17%in 1970 to 18%in
1991.

No doubt, putt of the decline in demand is due to the consistently high inllution rates s
ince the md-

197013. The inllution rate which averaged 15% betwcen 1975-91, hats only recently fallen

to a single

digit ligutc 01' 9.6%
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High real interest rates (cunently 1U1l)L111LI (M), which creates a pressure on hnmi ng,

i n combi na-

tion with the generally peer econonic perl hrmance outlined above. have contributed to a h

ostile

environnent fur mcro and small entctprises.

1.3.2. Industrial Structure

Two features of the cunent industrial stntttn’e serve as consuaints tn the energence and

dynam sm

of SMVMES: One is the high level ot’concentration in the South African econony, which rein

forces

the already high haiTiei’s t0 SMVE entry into many markets.

A second feature of the industrial stnicturc which constrains SMME activity is the lowle

vel s olico-

operation between large lirns and SMVEs. |Instead of SMMis being valued by the large Iiim

s as

conplerments tn the latterls conpetitiveness - as is the case in many ot her econom es - SM
MEs are

typically regarded as sources of cheap and interior quality gonds and sew ces, unreliable
and hence

unnecessary to the large linnsw elliciency. International experience infornms us that it.
South Aliiean

linns are to become intemationally competitive, this is one relationship that nmay inquire
nesti ue-

tun'ng to allow for a nore cn-operative dynamc.

1.3.3. The d obal Environment

The worl d econony is undergui ng nmaj or changes. charactensed by new nmet hods of production
[lexihility of |abour and work organisation, use 01' new. |l exihle technol ogies, the open
ing up OU

markets, and the realignment of inteinational trade blocs. This globalisation 01' the wor
| d econony

has an inpact on all countries in the world, wthout exception. This process, conbi ned w

th South

Al'n cai’'s attenpt to mmve to a nore open econuny, inplies that South Al'n'can lirnms ate
likely to be

nore vul nerable to intemational conpetition. '|herelbre, policy at macro and mcro | eve

will need

to strengthen SMVEs in particular, if they are to survive this conpetition

Mor eover, individually organi sed South African SMVEs woul d have to tivercmme their sU uet
ura

l[imtations if they are to successfully conpete with other SMMES and multinationals. This
implies

that networki ng and co-operation anongst SMMES will enhance their potential to conpete ef

fec-

tively.

1.3.4. Regul atory Franework

Al t hough the 1991 Business Act renoved alnost all legal restrictions with tegard t0 the e
st abl i sh-

nment of businesses, a proactive and coherent policy regulatory framework for mcro, snal
and

medi um busi nesses i s conspicuous in its absence. Govenment attenpts to pronote small bus
nesses

through the Small Business Devel opnent Corporation has not met with nmuch success. (See se
ction

4 bel ow).

G ven the deaith of micro and small manufacturers. gnvernnment suppon and i ncentives to pr
onot e

manuf acturing is needed if these linns are to supply not only the donestic market, but a
so i nterna-

tional markets. Yet cunent economic policy is striking in its failure to provide incentiv
es for the

devel opnent of SMVEs, and its focus on protecting the interests of |arge established econ
omi ¢
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units. Industiial and trade policy is heavily biased in favour of protecting |arge busine
ss: export

assi stance has largely henelited large linns. since the structure of such progranmes assu
me t hat

tiinms possess the piior know edge. |linaneial and marketing inliastneture essential to exp
on - an

assunption whi ch does not apply to nost SMMEsS. By | bcussing on naimv U ade policy instm
nents, the government has failed to adopt a proactive approach to the pronotion of SMVE e
xpons -

whet her these be encouragi ng the establishnent of experting houses or pre-expon credit fa
cilities -

and in general has failed to stinmulate the type olienvironment in which SMVEs coul d grow.
By failing to adequately inplenment conpetition policy, the govemrent has reneged on its r
esponsi _

bility to not only protect SMMES fromunfair conpetition, but to pronote this sector. Com
petition

policy will need to be nuch nore active in its defence of SMVEs, but a precondition for t
his is the

devel opnent of a clear industiial policy and close interaction between industrial and com
petition

policy.

CGovenmmrent technol ogy policy has also been eiitiqued for neglecting SMVEs: a recent invest
i gation

into the state technology institution - the CSIR - argued that one of the mmin weaknesses
of the CSIR

was its failure to address the technol ogy needs of SMVES, and its alnpbst total focus on s
ervicing

| arge economc interests.

One O the nost devastating effects of Apartheid town planning has been the creation of t
ownshi ps

whi ch are viitual wastelands. The physical environnent of these townships - in which nost
Bl ack

entrepreneurs are forced to operate - constitutes a serious inmpedinment to the growmh of s
mal | Bl ack

busi nesses. This nmust he addressed through a conprehensive progranme of upgradi ng townsh

infrastneture

Al 't hough explicitly racist regulations resuieting Black econonmic activity have recently b
een lifted,

we cannot underestimate the damage caused by decades ol |l such | egislation. This generates
an urgent

need for action to redress this hann. The role of goverment agencies - in addition to oth
er devel ep-
nment agencies - in addlessing this issue is clear

Finally, it must be recognised that small entem’ ses al one are not capable of generating

jobs on the

scale required by the South Aliiean economy, neither can we guarantee that the jobs that
are created

are socially desirable. Accordingly, it is vital that serious policy attention is placed
on ot her agents of

enpl oyment creation, nanely, the manufacturing industiy (both the restnctun’ ng of decli ni
ng sec-

tors, and the stimulation 01’ new sectors); agriculture; aspects of the sewi ee sector (in
pani cul ar,

growm h segnents such as tOulisn); and the public sector (through public works programes)

Fonunately, there is already a great deal of policy research and pl anning around these is
sues, and
policy discussion in the arena of SMVE devel oprment nust be inlbinmed by these debates.
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1.4. VWHY PROMOTE SMMVES?

1.4.1. Enploynent Creation

The South African econony has been characterised by a fennal sector unable to absorb the

i ncreasi ng nunbers 015 entrants to the | abour market. The Table below illustrates the sha

mfall in

the absontive capacity 01 the I btrmal econony over the last thirty years. The FCSU I has b

een

growi ng unenpl oynment, resulting in the proliferation of mcroententises.

The capacity that these entexprises have to absorb excess | abour and to generate new enpl

oynent

needs to be examined. The notion that snall businesses are a seed-bed of prosperity in an

econony i s somewhat nisplaced as it has been established that the majon’ty 011 microente

pn’ ses

in South Afn’ ca fail to provide even the m ni mum subsi stence i ncone for workers and owner

S.

Because of this, support for small business nust be acconpanied by the foll owi ng policies
pr o-

noting greater use of |abour intensive techniques - where appropn’ate - by all businexses

; pro-

noting nore benellcialion 017 indigenous pn’mary materials in the interests 01' manufactu

ring

enpl oynment; creating a nacroeconom ¢ environnent in which |I'nms of all sires co-operate a

S

they conpete, and thereby pronote bal anced economi c growt h.

TABLE 1

Changi ng absorptive capacity of formal Enploynment In South Africa, 1960 - 1990

AVERAGE AVERAGE AVERAGE

ANNUAL ANNUAL ANNUAL

| NCREASE | N | NCREASE | N ABSORPTI VI C

WORK FORCE FORMAL CAPACI TY

EM Pl ,OYM 1th T (PE RCENT)

1960 - 65 194 800 157 600 80.9%

1966 - 70 222 000 144 800 65.2%

1970 - 75 318 200 155 600 4890/!

1975-80 3775400 101600 27. 1%

1980 - 85 384 800 67 600 177%

1985 - 90 392 600 33 000 8.4%

Source: World Bank: Cluzntteristics of and Constraints Faci ng Bl ack Business in South Afr

ica: Survey Results, 1993
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1.4.2. Poverty Alleviation

Income redistribution is a laithcr and critical objective of small business devel oprent .
Si nce the

poor in South Africa cannot afford to be unenployed. it is in marginal economic activity
t hat

they take refuge: Recent estinates put the nunber 011 bl ack peopl e eam ng an i ncone from

["inibtrmalii activities (working for own account) in 1990 at over 2 million, yet nore tha
n 85%
eam | ess than R1000 per nmonth. These llcntrepreneursi’ - nmpost of whom are sel f-enpl oyed,

enpl oying no nmore than one or two enployees - are clearly unlikely to make a substantia
contri -

buti on to enhancing the conpetitiveness of the South Afiican econony, particularly since
nost

01" these activities are in marginal, |owvalue activities directed at | ow i ncone consune
rs. The

obj ective of suppnt for these groups 011 individuals is very different fromthat notivati
ng suppon

for potentially dynamic entrepreneurs - whilst the latter is intended to stinulate econom
ic

dynam sm and conpetitiveness, the former is driven by nore basic devel opnental objectives

creating the conditions for poor people to generate incone for housing, education and foo
d. In

our view, it is this role O neeting basic needs which ought to lie at the root of mcrO
| endi ng pro-

grammes which grant vety small |oans to poor, narginalised people.
In the context of the alanning decline of jobs in large firms, and the devastating poveny
per -

vadi ng South African society, the issues discussed above provide adequate justilication f
or the

provi sion of state resources - as well as of private sector resources - for small enterpr
i se devel op-

ment

1.4.3. Denocratising the South African Econony

Many South African SMVES have historically been marginalised fromthe nainstream of the
econony, both because of the sttucture 01' industty and the role of the govemrment. The do
m -

nance of the large congl omerates over the econony is w dely recogni sed: About 90% 011 the
asset

val ue of the Johannesburg Stock Exchange is controlled by 6 conorations; a 1977 conmm ssi o
n

| ooking into this found that the three largest lirnms accounted for over 70% of sales in 5
8 of a total

of 181 manufacturing sectors. Because of oligopolistic collusion and single firmdoni nati
on of

many product markets, SMMES have been deni ed access to many markets. Such conditions
clearly places SMVEs in a vul nerabl e position. and underm nes their capacity to be conpet
itive

and to contn’ bute towards economc growth. The failure of govenment to create conditions

which stimulate SMMVES is al so well-known - industrial incentives are explicitly biased in
favour

of large c(iiporations, and were designed to inplenment grand Apartheid policies (such as

t he

decentral i sation policies which soaked up nmassive anpbunts of public noney, but were never

t he-

| ess dooned to failure); trade policies are designed to protect |arge producers, and cred
it contro

di scn’ mi nates against SMMVES. In addition, the key institution created by the state for sm
all busi -

ness pronotion (SBDC) has had a marginal inpact on snall businesses. Wat this suggests

S

that the inperative O conpetitiveness wan ants urgent action by the state to create the ¢
ondi ti ons



i n which SMMES may becone nore dynanmic, and help to grow the economny.

There is a much nore cogent rationale for small business devel opnent in South Africa - as
a

vehicle for redressing the systenmatic discrimnation governing Bl ack access to economc p
ower .

Wi | st we need to be cautious of pigeon-holing Bl acks entrepreneurs exclusively as snal
busi -

ness-people, it is through small businesses - for which the entry requirenean (in tcnm of

capitai

skills, contacts, experience) are |lowest - that nbst Bl ack entrepreneurs am able to penet
rate the

econony. The entry into business of significant nunbers of Black entrepreneurs plays a vi

tal role

in facilitating econonmic equity and redistribution of wealth in South Africa, potentially
under -

mning the identification of race with econom ¢ function. The barrage of resnttions which
con-

tinues to govern Black access to capital, skills, and business experience calls for a con

certed effort

to create the conditions which mght facilitate the growh of nore Bl ackowned enterprises
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2.1. MARKETS FOR SMVE PRODUCTS

2.1.1. Constraints

For any business to survive, it must have either an existingy nr emerging market tor its

products

and services. In South Africa. where markclLs are Hooded with goods froma few cnngl nner al
CS;

| arge nunbers of micro and snmall entenriscs are cnnlinetl tO ci’nwded and unconpetitive m
ar -

kets. Wiere market haniers are high. special suppnt is necessary |’ or small business to e
nter,

devel op or suwi ve in these markets.

Consi derabl e resources have been wasted in efforts to devel op small busi ness manufactures
without lirst delining the market |br their products. The nutcnne is predictable: the pro
ducts did

not respond to consunmer needs, tastes, standards, quality or pricing. The second problem

revol ves around maintaining a pmitahle position in the nmarket once access has been nuted

Very few institutions exist in South Aliica to assist SMMES with narket neseai’ch, and at
tention

nmust be given 10 devel opi ng such institutions. These may be shaped along the lines O agn
"cul -

tural extension sew ces, providing indusuial and trade extension sew ces.

2.1.2. Policies

Several policy avenues are available to address these consti’aian: providing the institut
i onal back-

up for SMMEs to identify and enter into new nmarkets. diversify their pnduct ranges, updat
e their

technol ogy; encourage SMVEsS to co-operate with each other and with |arger manufactuners t
0

reach new markets. In the following sectitmd | the paper, we cxplore the policy options
avail abl e

for South A’ n’ can SMVES seeking to access markets. As will be seen, policies need to aud
ress

the full spectnimOf SMVEs |’ nmthe nore marginal microenterprises to nore dynam c snal
and medi um | i nns.

i. Policy promoting SMVE entry into new Markets:

| Trade Policy: Cunent trade policy provides incentives for the export of nmanul’actuted g
oods,

but has thus far failed to stinulate exports of SMVE products. This is largely due to the
nature 01’ cun'ent trade policy, which sets as its specilic objective the renoval of anti
vexpnt

bi ases, but which assunmes (en’oneously) that all lirns have the inliasauctun: to export o
nce

these biases are renoved. If SMMVE products are to successfully penetrate export markets,
it is

necessary that there is close integration of trade policy and industnal policy. In additi
on, there

appears to be an inportant role tor export pronotion agencies such as the South African
chign Trade ()rganisatiun (SAFHD, which is supposed to pronote the expnt 01’ products of
linns 01' all sizes, but which has thus far failed to pronote the expons Of signilicant n
umber s

of SMVEs.
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| Assistance in penetrating donestic narkets: Policy attcntion nust he givcn to facilitat
i ng
SMMEsS divcersilication into ncwer, |css cmmcd markclks. ncw product ranges and so on
Acccss to training and R&D |’ acilitics is a prcrcquisitc for this but SMMES arc usually
nca-
pahl ¢ of obtaining thcsc scwiccs individually. The small si/c and | csscr resources of ind
i vi dual
SMVES i nposcs scvcerc constraints on thecir ability to producc On the scalc that they often
nccd
to. This prohlcm of economics of scalc has |ong hccn rccogni scd. but innovativc sol utions
to
Ilicsc problcns arc cnctrging intunationally. Esscntially, thcsc new approaches ccntrc aro
und
buil ding what is tcnncd "lcollcctive cllicicney" hctween clustcrs 0f SMMES which co-opcra
tc
in Ordcr 10 provide thcnsclves with goods and scwi ccs which they could not afford individ
u_
ally.
Evi dcncc can already be found of this type of co-Opcration anbngst mcrocntcrpiiscs suck
ng
t0 procurc larger contraclLs. It is towards such initiatives that policy must be directed.
| Export Assistance
" Export Houses: One option for encouraging cxpons to considcr is to set up specialised
cxpon houscsto provide marketing and research facilitics for snall tiins. Since the costs
of
sctting up such facilities could not be bont by SMVEs, the state would have to conttibutc
towards financing this.
0 Export Finance: Another issue of cntial concern to SMVES wanting to cxpon is that of
finance. An intercsting instmimtnt used to resolve this problemin Korea is that whereby f
i nan-
cial institutions provide prc-cxport credit to producers on presentation of certificates
of expon.
| Local scwicc centres (groupcd around sectors of filmnms) could bc the institution which t
akes
responsibility for inplementation of many of those policies.
| Governnent Regul ation: Regul ation rmust be considered in the follow ng areas:
a) Market Reservation: Policy-nmakcrs nmust consider the role that government may play in
i nl lucncing big business to network norc closely with SMVEs, particularly to source
i ncrcasi ng propoxtions of their goods and scwi ccs from Bl ack subcontractors. Herc measure
S
such as market rcscwation for SMVEsproduccd goods nust be considered, whilst recognising
both the weaknesses of this tool (which is a sanction rather than an incentive) as well a
s the
[imtcd pcn’ od duling which it should be enforced.
b) Procurenent Policy: There can be little dispute over the need for govcnmtnt sourcing
policy to bc fundanentally overhaul ed, ending the nepotismwhich historically characteris
ed
govcemment al | ocation of contraclLs. Public contracts - at all levels of govcmmetnt, includ
ng
| ocal govcmment - nust be put to open tcntlcr, allowing SMMEsS to be bid fairly for contra
cts.
As suggested el sewhere in this documan allocation of contracts should be biased in favour
of
| abour-intcnsivec techni ques, where this is possible and approptiatc. However, further sup
port is



needed to assist SMMES in subnmitting tenders for contracts, as the bureaucratic procedure

S

are usual ly overwhel m ng for unsophisticated entrepreneurs.

c) Protection for subcontractors: Gven the vulnerability of the smaller subcontractors -
presently excluded fromthe industrial relations institutions - governnent protecn on of

t hese

operators nmust be considered. In Korea, for exanple, the Fair Transaction in Subcontracti
ng

Act was passed to redress the di sadvantages facin g SMMES entering into subcontracting re
| a-

tionships with nore powerful large firns.

ii. Policy pertaining to subcontracting:

Because the doni nant subcontracting culture prevailing in South Africa is one of unequivo
ca

expl oitation - of the subcontractor by the subcontracting principal, and of |abour by enp
| oyers -

policy needs to address itself to restructuring this relationship, so that it is nutually
beneficial to

bot h subcontractor and princi pal

VWil st the cunent reality in nmany industries is that subcontracting continues to be based
on wage

repression, policy nust be directed at transformn g the basis on which subcontracting ta
kes pl ace,

to allow small firms to contribute towards the South African econonyis greater conpetitiv
eness,

as has been shown to be possible in several other country contexts.

The subcontracting culture which enmerges in South Africa should be one which does not
under pi n the di sadvant aged and vul nerabl e position which many small Bl ack subcontractors

and their enployees - currently occupy, but one which seeks to build SMVEy conpetitive

advant age on the basis of their enployees and owners skills, and their ability to identif

y and

penetrate ni che markets ad products.

Thi s approach can best be effected through a range of institutional interventions - at |lo

cal ,

regi onal and national governnent |levels, as well as big business, trade union and NGO po
i cies.

It nust be recogni sed that the adoption of such a strategy requires public and private in

vestment s

- since SMVES cannot individually be burdened with devel opi ng new technol ogi es, training

their

wor kf orce, and raising capital - and inplies risks - both at the |level of the SMVE and th

e

i nvestors.

2. 2. CREDI | " | HNANCE

2.2.1. Constraints

The availability of credit is identified as a nmajor constraint to the devel opnent of SMVE

S, and in

particular to Black businesses. The latter are denied access to capital |argely because t
hey fail to

nmeet the following criteria: collateral, denonstrable business acumen, and character.

12



CONSTRAI NTS AND POLI CI ES

()nc of the nost common cxpl analions for Black cntrcprcncurs |lack of acccss to crctlit is
i nadc-

quatc collatcral. th until my rccently, Blacks werc not allowed to own land in urban Luca

s, and

suhscquently |l cw Bl acks acquircd any lonn oli lixcd propcrty which is nobst suitahlc as ¢
ol latcral.

Thi s historical |cgacy suggcsts thc urgent nccd lor linancial institutions to considcr a

tcmativce

|"onns ollcollatcral, as well as grcalcr llcxihility on thc issuc olicollatcral

| hc sccond obstacle. to Black acccss to crcdit is their inability to dcnonstratc business
acuntn vi a

fonnal documans such as husincss plans, cash Ilow statcntnts and so on. Wthout thcsc tra
di -

tional yardsticks, banks and othcr tinancial institutions havc no way of ntasunng thc pcr
| or-

nmancc or capacity of a linn.

Bl ack husincss pcoplc cncountcr further prohlcnms when it conts to banks naking character

assessncnts ol’ thecm Al linancial institutions have Wiitc malcs in inmportant decision m
aki ng

rolcs. The cultural and inlonnation gaps bctween thcsc Wiitc males and illitcratc or poor
Iy cdu-

catcd Allican ncn and woncn arc so wide as to nake it inpossible for the banker to begin

to

make an infonncd charactcr asscssncnt of thc clicnt.

Although it is dil’licult to estimate accuratc asscssncnts of the provision of credit to
Bl acks. the

Tabl e ovcrlcal attcnpts to do this.

81% of total credit givcn hy linancial institutions in 1990 was allocatcd to the Wite co
nmuni ty,

while 5% 6% and 7% was allocated to Col ourcd, Indians, and Ahicans respectively. As rega
rds

credit from banks. 90% wont to Wiites, whilst Al’n’ cans rcccived only 2% Col oured 3% an

d

I ndi ans 5% Building socicty |oans wont nostly to Wiitcs, who rcccived 82% while Colourc

ds

and I ndians rcccived 7% cach. and Africans just 4% ()1lin in thc hirc-purchasc category d
id

Al n’ cans rcccive 25%of thc crcdit, although Wiites still dom natcd with 60% The bulk o

f

African credit on'ginatcs from stokvcls.

The diversity of cntcnriscs found in the snmall business sector inplics that thc linancia
nccds of

smal | businesses will be equally diverse. Thus stanaup capital is often mguircd by the no

st wvul -

ncrabl c cntcm’ scs, who | ack cvcn neagre rcsourccs to generate capital to initiatc a bus

ness.

Problenms matingy to working capital tends to allcct business of all sins and at all stag

es of dcvcl -

opntnt, particularly since their nost urgcnt needs are oftcn for shortatcrm inmedi ate ca

pita

which can be rapidly repaid. Loan sizes for this ptuposc amvan’ ahlc. depending on the na

ture of

the business activity - sont husincsscAs rcqui msubstantial inputs of capital, whilst oth

ers require

m nute injections of capital (mcro-loans). Inadequate capital for expansion or investnen

t (for

cqui pncnt, expanding the scal e of operation of thc cntcipn sc, ctc) alllicts Black busine

sses in par-

ticular, sincc thcy tend to |ack substantial collateral to qualify for fonnal |oans from

the linanci al

institutions, and in addition, rarcly dcrmonstratc thc dynam sm which would attract ventur

e capita

i nvest ment .

13
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TABLE 2:

Credit extension to individuals by race groups

1990 (in mllions of Rand, share in category in parentheses

WCIl A

Advances by buil ding societies

19149 1681 841

82% (7%

Loans and credit by banks (extho companies and farm enterprisw)

34060 1135 1892

(90% (3% (5%

Hi re- purchase 745

(10%

57678

(81% (5%

Source: S . van der Berg: Blacks in the South African Econony, Cctober | 992, AlPA

2.2.2. Current financing nechanisns

There are cunently a nunber of sources of capital for SMVEs: some comercial banks have

l ending arnms specifically targeting SMVES;, government agenci es such as the Industria

Devel opnment Corporation and the seni-private Small Busi ness Devel oprment Cor poration

(SBDC) provide capital to SMVES;, nany devel opnent agenci es such as NGOs service

SMVEs; and the phenonenon of informal |ending is w despread throughout conmunities in the

country. Unfortunately, inadequate information exists to evaluate the inpact on small bus
i nesses

of these progranmes - indeed such an evaluation is urgently needed in South Afn' ca, both

at a

macro and programme |level. The followin g are some criticismof cument attenpts to neet s
mal |

busi ness financial requirenents:

| Loans by the key institutions dealing with small businesses - in particular the SBDC -

tend to

reflect their risk-aversion: capital is allocated according to strict economic cn'teria -
busi ness

plans are required to rehect high expected profits, substantial collateral is required, b
i asi ng the

systemin favour of secure businesses who are potentially able to access capital fromthe

formal financial institutions, and excludes the nore vul nerable enterprises. This is evid

enced

14



by the fact that the average size of |oans granted by the SBDC in 1991 was R49 911

| Acredit guarantee fund (CG) has been set up by the SBDC and Standard Bank, but it suf
fers

fromthe sane weaknesses as other | oan progranmes adm nistered by the SBDC. it is esti-
mat ed that the average size of |oans guaranteed under the COP is over R173 0(1); the entr
epre-

neur nust provide collateral worth 20% of the loan, as well as 10%equity. According to t
he

St andard Bank Small Business Unit, the vast mpjority of |oans guaranteed under this fund
(7099 were awarded to White entrepreneurs. In addition, public funding for this fund is f
ar too

nodest .

| Most banks and financial institutions in South Africa tend to be relatively inaccessib
eto

smal | business people, illiterate, and non-English or Non- Afrikaans speaking people, ra
si ng

yet another barrier against Black entrepreneurs.

| Most programes run by NGOs tend to recruit a very small nunber of bonowers, thus not
only are relatively insignificant nunbers of entrepreneurs being assisted, but the organ
sation

adm nisterin g the loans fails to achieve the spread necessary for it to break-even finan
cially.

| Lack of co-ordination between NGOs deliverin g credit to mieroenterprises: the NGO envi
ron-

nment is pervaded by strong perceptions of conpetition, resulting in a stark | ack of co-op
eration

and joint strategising, and failure to share information by NGOs operating in the same fi
el d

| Thanks to governnment regul ati on forbidding NGOs from bei ng deposit-takers, alnost all
nsti -

tutions granting finance to snall businesses are exclusively lending institutions. This p
revents

NGOs from benefiting fromthe savings of their clients, and becom ng self-sustaining - in
st ead

transferring these benefits to the formal financial institutions.

2.2.3. Policy proposals for financing

This section of the paper outlines the areas in which the major players in the field of s
mal | busi -

ness devel opment may need to restructure their policies. Some of these proposed policy am
end-

nents are able to be inplenented without nuch delay, whilst others require extensive |ong
term

consul tation and networki ng before consensus is reached.

LNGO8

I As many of them al ready recognise, NGOs should try to beconme nore cost-etfective, so th
at

they are able to serve a wider nunber of clients. At present, the linmted nunber of clien
ts ser-

viced by NGOs fails to justify the high adm nstration costs borne by them Evaluating the
ir

cost structures to elimnate inefficiencies may contribute towards this, as will a system
whi ch

conbines loans with clients savings. Wilst these neasures will not lead to a situation w
her e
NGCs are self-financing, it will facilitate nore efficient use of grants and | oans handl e
d by
NGCs

I It is generally accepted that recipients of |oans nust be equi pped with the basic skil
s essenti al
15
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to manage thc loan. It is thus ncccssaiy that NGOs establish systcnms tO tcst this ability
- such

as a basic tinancial managcncnt pmiicicncy tcst - so that loans to clients | acking these

skills

are acconpani ed by basi c busi ness managcncnt skills.

and times bctween application and approval of |nans must bc shortened. so that snall | oan
S.

as wcll as loans rcquircd tor shimtcm usc can be easily acccssiblc. "lIbis is patticular
ly rele-

vant to lai’'gcr credit-giving institutinns (such as tho SBDC) whosc burcaucracics tend to
nove

too slowy.

NGOs should stiivc to dcvclop a culture of cvaiuation, so that |cssons can bc intcmaliscd
and

m st akes concctcd. In addition, careful mniton’ ng of |loan rccipicntsi businesses could o
chr

many | essons to NGOst and strategic assistance to ailing businesses could greatly enhance
the

useful ness of | oans.

The issue of appnpiiatc interest rates is a Citjcal onc in thc dcvclopncnt ticld. with a
nal ysts

split On the question of whether interest rates should be subsidised or not. ()n the one
hand, it

is argued that access to credit - rather than the cost of credit - is thc nobst urgent con

straint

facing poor people, and that cheap credit limts the scale of |ending, excluding nore peo
pl e

fromaccessing loans. Flowing fromthis analysis is the argunent that interest rates shou
I d be

mar ket related, allow ng nore people access to credit. Research comm ssioned by the
Conmuni ty Bank Project recently showed that poor people in South Afn’ca am proparcd to
pay abovc-markct interest ratcs for credit. The contraiy argument is prem sed on conccns
over equity - that the poor have to pay higher pn'ccs than the n’ch to access capital - a
nd rec-

omends subsidi sation 01" |oans to the very poor. A consensus on this issue is vital for

t he

emergence otia coherent st atttgy on small business sunmt.

ii. Formal banks:

| It is inperative that capital fromthe |lioinal banks beconmes nom accessible to snall bu

si -

nesses. Banks nust thus be prcsstin’ scd to change their policy regarding loans to snall b
usi -

ncsscs. as well as to NGO scwicing small businesses. By using NGOs to medi ate bctwawn
banks and borrowers, they can reduce transaction costs - one of the nmajor constraints cit
ed by

banks.

Both incentives and sanctions nmust be used to encourage this change of policy required of
t he

banks. Incentives nmay take the fonn of tax breaks for banks adm ni stenhg successful | oan
programes for SMVEs; the allocation of governncnt business for panicipating banks.
However, sanctions nmay nccd to bc rcsoncd to: An exanple of legislation to force banks to
lend is the Cormunity Rei nvestrment Bank Act 01’ the USA - in tcms of this act banks are
obliged to reserve a proponion of their |loans for SMMEs. Sinmilarly, the Korean government

stipulated that a proportion 01" corporate |oans fromlocal and conmercial banks must be
al |l o-

cated to SMVEs.
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| Information services may be considered to be an effective way of channelling informatio
n on

the financial needs of SMMES to the banks, since lack of information is often argued to

i npede bank | ending to SMVEs.

| Those banks which do cater to SMVEs (particularly to mcroenterprises) nmust establish n
ew

styles of relating to their clients, noving away from i npersonal arms-length rel ationship
S

bet ween banker and bonower. This requires fundanental changes in the corporate culture of
banki ng institutions. Thus, for exanple, bank policy nmust be anended to allow for non-tan

gible forns of collateral to be recognised (eg, debt owed in stokvels; credit history of
appli -

cant), and the use of character-based assessnents of applicants. The banks need to also a
ddr ess

practical problens encountered by snmall enuepreneurs - banksl l|ocations (usually far from
t he

busi ness prem ses; hours of business (invariably unsuitable to a one-person business); la
n-

guage spoken by staff - to facilitate greater access by small business people.

| The DBSA is a najor player in the field in the snall and nedi um busi ness devel opnent, a
nd a

thorough evaluation of its current and potential role and inpact on snmall business is req
ui red.

| The future Comunity Bank is likely to play a magjor role in lending to SMVEs, since its
structure and organi sati on appears to be one in which the relationship to clients is char
acterised

by a new culture of valuing clients and their contn’ bution to building the bank

i. Govemment role

| legislation governing the followin g nust be anended:

- receipt of deposits by NGOs, to allow NGO>s to becone deposit-takers

(DTl Act nmust be anended);

- Usury Act nmay need to be nodified to allow higher interest rates - at present the

Usury Act places a 32%ceiling on interest rates, which inhibits cost recovery by

 ending institutions.

| The practice of Ilred-liningll by banks - whereby occupants of certain distn cts occup
ed by

Bl acks are excluded fromreceiving |loans - nust be chall enged, and | egislation nmust be co
nsi d-

ened to prevent this.

| The Post A Tice systemin South Africa has a nelatively well devel oped infrastructure a
nd

shoul d be considened as outlets to not only collect the savings of SMVES but also to allo
cate

| oans.

| The state nust establish a guarantee fund for SMVE | oans.

17
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2. 3. TRAI NI NG

This section of the paper takes intn account that a great deal of research and debate is
bei ng

undei taken On the issue of a newtraining policy for South Africa, and does not pretend t
o supply

all the answers peitaining to training for SMVEs. What it offers are some principles and
con-

cerns to guide thinking on training policy for SMVEs.

2.3.1 Skill Constraints

| Aliiean workers were legally inhibited fromacquiiing artisanal training until 1979, th
us very

few skilled artisans are to be found in Afn’ean conmunities in South Africa. Despite this
| egi s-

| ati on being revoked. Aliicansi |ack of access to skills training continues to be one O

the main E

reasons for the meagre nunber of manufactun’ ' ng micro enteiprises to be found in South

Aliica.

| Even those entrepreneurs who happen to possess a skill lind that this tends to be insuf
licient: ¢

One of the major problens facing entrepreneurs is that they need to be able to performa
range 1

of different functions in their businesses - to be nanagers, production workers. quality

con-

trollers, marketing agents, and all the other responsible positions entailed in running a
busi -

ness. This need for multi-skilling represents another constraint affecting small business

es.

| Because Bl acks have historically occupied the I owest rung in the business hierarchy, th

ere are very

few Bl ack managers. This selves as an inpedinment to Black business in at |east two ways:

tiistly,

there is a smaller pool 01" skilled black nanagers from which entrepreneurs nay energe; a

nd

secondly, there is a limted managenent tradition on which Bl ack entrepreneurs can draw.

| Any Observer passing by a group of meroentrepreneurs will imediately notice the high

nunbers of entrepreneurs producing for or trading in any given market. Wilst nost entrep

rev

neurs realise the need to diversity into new product markets. inadequate skill prevents t

hi s

occulling on a signilicant scale.

| The scal e of the cunent economic crisis is such that it is no longer sullicient to be s

olely con-

cerned with equipping individuals with new skills. Rather, it nust be recognised that |ar

ge

scal e retrenchnents nmakes it necessaiy for enployed workers to be re-trained and/or have

their skills upgraded - either for self-enploynment, or for deploynent in another industiy

2.3.2. Current situation

I The cunent structure and content 01’ the South Afn’can education system does not equip

schooHeavers with inmredi ately useful skills: vocational training is not easily avail able,
and

the culture of self-enploynent is not fostered. Gven the reality that unenploynment is |
kely

to remain high in the foreseeable future, this appears to be an i nesponsible approach to

t he

nati ons educati on.
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| The danger A1 ovorsupplying the market with |arge nunbers of pcuplc trained in a linit
ed

range 01'skills is pnscnt in many til’ the training programmts cutTcntly available to sma
[l busi-

ness: standardi sed courses in a small nunber of sectors arc ollbrcd w dely, cntrcnching t
hc

probl cm Of |’ cntious conpetition between undivcrsilicd pi’oduccrs. To avoid cqui ppi hg peo
pl e

with skills for which thch is little demand, training oll’crcd to small busi nesses nccds
to be

based on sound anal yses 01' dermand preval ent in the econony.

| The approptiatcncss of lending institutions acting as educators nmust be addressed, sinc
e

training given by Financial institutions tends to bc | bcusscd On the linancial aspects of
traini ng,

instead of a nore holistic training approach. In addition, it could be argued that conbin
ing the

two functions inmposes a contradiction On the relationship between the client and the |end
er: the

tmst placed in the institution advancing training and other suppnmt may be com prom sed by
the

(arnms-lcngth) relationship the | ender needs to foster in order to secure a | oan rcpyanctnt

| Technical courses that are offered nust take into account the applicability of skills a
cquired -

this applies particularly to technol ogy, and cam rmust bc taken in cnsun’ng that tcchnol og
y is

approptiatc to the conditions in which the individual will be operating.

2.3.3. Policies

i . Technical Training:

| Sector-specil’ic: thrc possiblc. it is reconmended that technical training courses are
designed to bc scctor-spccilic, taking into account differences between the needs of entr
epre-

neurs in thc nanufactun’ng, comercc, scrvicc, and construction swors. This applies to m
an-

agenent training as well, especially since we havc noted the probl em of business training
courses being biased towards trading activities.

| Portable Skills: Training courses ShOU d bc stncturcd to allow for acquired skills to b
e

portabl e, so that graduatcs can easily transfer themto other occupations.

| Modul ar training: Training nust be structured to take into account the tinme constraints

cxXpc-

ricnccd by entrepreneurs, thus the use of nodules is recomrended.

| Prior Learning: It is vital that training courses recognise the pn’oi’ |earning of entr
epr eneurs,

whi ch can easily be asccnaincd by conpetency tcsLs.

| Integrated industry training: It is also recomended that technical training for SMVEs
and

m crocntctpriscs bc intcgi’atcd with general industry training, so as ensure that skills
acquired

by individuals in small businesses are relevant and transferable to the rest of indusuy.
| Coordination: It is widely recognised that there is no co-ordination anongst the instit
utions

ot'fcn' ' ng training for SMVEs - it is essential that agencies providing training in the pu
blic, pri-

vate and NGO sectors co-opcratc in the provision of skills for SMVEs. The Regi ona
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Devel opnent Fora in the various regions oli thc country scumto ho appropriutc agencies f
or

facilitating such co-opcrulion. In addition. cwopcrution hctween | cndi ng agenci es such as
hunks and N )s involved in training may ullow [oans to ho norc cllcctivcly uscd by tho
hor -

rowers.

| Certification: It is inperative that individuals who giuduutc fromtraining courses arc
itcog

ni scd on the nurkct 118 havi ng hccn cqui ppcd with specific skills, thus mechani sms nust h
e

cstuhlishcd for courses to be accrcditcd. Clcurly, u precrcquisitc for this is the. cvulu
utj on of

such courses - to dctcrmnc thecir cll’cctivencss - and it is rccommtnded that a rcstructu
rcd

Depart ment of Manpower: (i) fund 11 national exercise evaluating all courses oll’crcd to
SMVEs (using not just course conlcnt hut assessments ol’ the inpact of the course on grad
u-

atcs businesses to evaluate the course); and (ii) grunt rccognition to those courses cons
i dewd

to be val uabl e.

| Apprenticeships: The present systcmol’ apprenticeships needs to he exam ned, since its

structure - particularly the high requirements for cntry _ scwes to cxcludc | arge nunbers
of

potential entrants to indusuics, especially Black workers. Reconmendations are required h
cm

| Accessible Training: Training progranmmes nmust he designed to take into account |anguage
and literacy hunicrs, thus the use of audio-tupcs may he a useful training aid. Physica
accessi -

bility is also an inmportant consideration, since the |location of training centres dctcrm
ncs

whct hcr worren who art: forced to work at honme because of thcii’ child-carc responsibiliti
es

and people located in pcri-urhun and rural urczts got access to training. This provides 1
1 strong

argunent for the use oli nohilc training units.

| I Access: At present, access to training in tho industiy training boards is dcpcndcnt o
n payment

of lions by nenbers of the boards. Whilst this systemis clearly suited to thc nwds of la
rger

busi nesses (who can afford to pay for training), it is hostile to smaller, nore vul ncrah
c busi -

ncsscs in tho industiy, 21% well us to those outside oli tho industiy, who are uttcnpting
to swum

training in an industiy. This suggests that subsidisution of those who cannot afford to p
ay |’ ocs

shoul d he considcrcd. To ensure conmitnent to the course, a nonminal lot: could be Icvicd
on

pani ci punts, but this should not be calculated to recover costs.

; | Alitcr-curc for businesses which have received training or Financial assistance is cr
itical in

secun’ ng the long toi msuccess of an cntcmrm’sc. Such al’tcr-cznt can be targeted at a wid
Cc range

of issues affecting the hculth of the business - its chief strcngth being that it address
es the spe-

cilic constraints inmpeding the growth ol the individual business.

ii. Recommrendations pertaining to Managenent Trai ning:

At this stage we do not have sull’icicnt inlomution on tho nature of demand for and supp
ly of

busi ness training programres to be able to make concrctc recommendati ons. This data and
anal ysis is being obtained. However, we hood an audit and eval uati on of tho cxisting prog
rames
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provi di ng husincss training tim SMMis.

It will hc tihscrvecti that our rccnmmtiidtttinns 011 training t’oi’ SMMis arc still rclt
ttively supcrti-
ciztl - this is lurgcly duc to inudcquutc data 011 thc nuturc 11nd chuructcristics of thc

cun’ cnt supply
Q. training to SMMZs. Whill this clearly suggcsts is that 11 thnnugh rcvicw of trainin
g for this
scam nmust he undcrt zi kcn.
iii. Institutional Issues relating tn Training for SMMis
I ndustry Trai ni ng Boards:
The sU ucturc 21nd urguniszltion of thc industiy training boards is such thut it scwcs th
c intcicsts of
thc Ittrge firms cxclusively - rcprescntution on the boards is dmitiutcd hy lurgc linns,
and ztcccss
to training is dcpcndcnt on thc puynent tit lcvics. This clcurly cxcludcs SMis - and th
osc who
are uncnpl oycd, sclli-cnplnycd or Uik'l’WSC outsidc of 2mindustry - fromucccss to tra
ining. W
suggest thc t’oll nw ng:
I that SMMES nust hc rcprcscntcd on the industiy training,y hoards - whcrc possihlc - so
t hat
their intcrcsLs arc i'cliccted in thc design tnd inplcnentution 01' training for cuch sec
tor. It is
recogni sed that thc humidsi prcscnt structure and culture mitigutcs agai nst SMVES rccci vi
ng
suliicicnt uttcntion. but it is urgucd that thc creation of a parallel stntturc rcsponsih
lc for thc
training rcquircncnts Of SMMES - inplying scgrcgutcd skill acquisition hctween those int
hc
largcr lims 21nd thosc in SMVMES - nins thc iisk 01" further rmurginulising SMVEs.
Il inlinc with thc proposals cnetnuting from C( ) SATU On the issuc, it is iccomtndcd tha
t thc
boards adopt a nodul ar systcmof training, so that workers znd cntrcpicncurs can ucquims

pc-

citic training in thc t'iclds and ill thc pucc thcy chonsc.

#1":

| the huui’ds should uccommodtttc and cncoui’ ugc comrunitics to submt courscs (dcsigncd
by

tho communitics thensclves) tbr uccrcditution hy thc boards. The Dcpuitncnt ()1’ 'liudc a
nd

I ndustry - which ought to hc thc govcnmetnt dcpui’tncnt protccting the intcicsks 01" SMVEs

shoul d moni tor and di sciplinc thosc boards which arc not playing this mc

Techni cal Col | eges, chhni kons, University Small Business Units:

Techni cal collcgcs urc hest pluccd to cutcr to the technical nccds oli individuals in thce
SMVE

scctor us well as those sccking cntruncc - courscs arc practically (iricntcd, tukc into a
ccount

time constraints of studcnts, and allow for multi-skilling ()!’ gruduutcs. th, us is wcll
known.

thcsc remain highly racially strutilicd institutions, cutcring lurgcly to thc nccds Of W
ites, and

scrvc only a snmall fraction of thc popul ation. Financial constraints uppcur t0 hc one of

t he

maj or constraints inhibiting ntu ¢ Blacks fromcntry, suggcsting thc need for |arger stut
c

grants for students requiring vocational cducution

Very little is cun’cntly known zthout thc mc, structure and capacity of thc University S
mal

Busi ness Units - this is an issue which rcquircs |'tnthcr investigation it thcy arc to p
ay a norc

useful mc in skills translcrs.
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2. 4. | NFRASTRUCTURE

2.4.1. Constraints

Apanhei d | egislation effectively prohibited industn'al activity in the Bl ack townshi ps of
Sout h

Al"tica. Thus the little indusuial activity which existed operated illegally in township
backyar ds,

of t en under dangerous and crowded conditions. Although governnent policy towards Bl ack
busi ness changed in 1980, this change was not accomnpani ed by concomitant provision of
prem ses and ot her support SCI’ Vi CCS. The conbi ned inpact of township zoning regul ations,
years

of supptession of Black business activity, and ineffectual |ocal governnent suppon for en

trepre- |

neur ship ensured that economic activity took place only on a veiy linmted scale. Research
[

recently conducted on micro-enteipiises found that access to prem ses fromwhich to work
repre-

sents a scn’'ous constraint to the growh and stability of nmany enteipn’ses, panicularly m
anuf ac-

tuters. whose operations require relatively devel oped infrastncture, such as tel ephones,
el ec-

tricity, storage facilities. Until 1980 no industn’al parks or hives weie to be found in
or near the i

townshi ps, and those that have been built suffer frommany delicieneies. 1

These constraints are conpounded several tines over in nmral and pcri-urban areas, as well
as the

many emergi ng urban inlionnal settlenents, where not only is the |ack of premises for ind
ustry a

serious problem but equally serious is the lack of general infrastnmeture such as access
bl e roads,

functioning comruni cati on systems, and electricity. The serious constraint that |ack of e
lectricity

al one poses is illustrated by the recent estimate that 20 million South Africans do not h
ave even

donestic electricity.

2.4.2. Current situation

Veiy few institutions offer prenises and general infrastructure to small businesses, with
nost of

the industrial parks and hives being established by the SBDC. However, many of these indu

stn’ a

parks suffer fromseiious limtations. such as inaccessibility, hazardous health and safe

ty condi -

tions. and high tunmover of clients. The |ocation of these indusnial conmplexes is also con

trover-

sial. since those which are |Iocated in the townships ane cn’ticised for |ocking entrepren
eurs into

poverty stn’ eken Bl ack narkets.

Pol i cy discussion on the provision of infrastructure for small business still tends to co
ncentrate

| argely on business prem ses, to the neglect both of other physical infrastncture - such
as roads,

electricity, water and tel ephones - as well as non-physical infrasusuctute. such as the e

stabli sh-

ment of business networks vital for successful entrepieneun’al activity.

2.4.3. Policies

Cl The scal e of depn’vation of Black businesses is but one aspect of the severity of Blac
k eco-

nom ¢ di senpowernment. To pronote the devel opnent of Bl ack businesses, the state will

have to conttibute resources for the provision of business premises. In line with cunent
gov-
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crnncnt policy to grant tlcvcl opnent ugencics lilllltls tn prtwitlc stihsitliscd pi’cmsc

s |’ or busi-

ncss. nmuch Ai thc crcclion 01" conversion olcxistingy huiltlings lint usc by small husin
csscs will

need to he initially subsidised by gtwernncnt. As husincsscs prosper. mls may he inurusc
d

to rculistic lcvels. Or prcmiscs soltl U rccuup pun nr :ill 01" the costs of conslniclin
n. 'Ilhc nccd
| br sccum 11nd ucccssi hlc husincss pitmiscs in historically Black irsitlcntizil :iirtis p

rcscnts an

opportunity for state tlcpurtncnts to boost Bl ack business by allocating tcnders to Bl ack
con-

struction conpunics.

C Public works pngrummts rcprcscnt onc nmutc to the provision Q. inl'rzistnicttii’ul ser
vices in

rural and pcri-urhun uneis us well as urban inlbrmul st’ltlcnents. Thu pntentiul lin' tec
hni cal

training zintl contruclm (IL”VAUne’' Il in public wirks progrunmts by switching to |zl hn
ur

i ntensive techniques has hccn well doctinmmilt’d and inplcntnted with @1 high tlcgnt of su
C-

cess. It is recommended that hcncliiciuiy communitics participate at itll lcvels of the p
I anni ng

and i nplcntnuition of public works pngrumts. This, of course, inclutlcs IOCLII cntrcpir-
ncui’s participating in dccisitmmaking about the | ocation of businesses and the types of

prem ses and services which will best scrvc their nccds. This will ensure the. maxi numtl
cvcl -

opi ncntul gains lor thc community as ncmhers will rcccive technical, admnistration and
managenment training, 11nd | ocal contractors will he devel oped ovcr the duration of the CO
1?

ti’ucl. As civil constnttion contracts sonmetinme spamup to five years or |ongcr, thcnc w
Il be

enornous potential for people, to acquire and itl’inc their skills. Thus the capacity of

| oca

peopl e to admi nister services in their own areas and for contractors to operate. as indcp
cntlcnt

housc-bui l dcrs Lind nuintcnzntc contractors will he cnormousl y enhanced.

The piinetry intention olisuch 1111 approach is to cnsurc that devel opnment pnjccts ztssis

t peopl e

10 take gi’cutcr control 01" their lives in the process oli providing csscntizil scwccs

for commu-

nitics.

Cl Under the Aputthcid reginme, stutc planning authorities ol’lttn mutlc decisions about z
oni ng | aws

for businesses wi thout consulting |ocul business people. This has clcurly hccn tinsutisl
uct ny.

[ mpl cnentutitmnl’ zoning procedures will nccd tt) hccunc |7zu T1ItIITU Illcxihle. st) |l
il IlleCis

grcutcr integration of residential znd economc zircus in townships; |hc ncccl for narket
pl aces

(possibly revolving) is taken into consideration in planning; i’ttcognition is gruntcd 01
" the need

for trading cntcxpriscs to be near to consumers.

D The devel opnent of inli’usu ucturc lo nccl tho nccds 01’ business (lnes not cntl with t
he pmvi -

sion oli business prem ses. Rather, a broader conccplinn ol inltuslnicturc is called for,
sO that it

becomes linked to the idea m the capacity ()Il SMMis. "Il hc notion oli |llocul scwicc c
ounts" is
one exanple 01" this: II()nc-st()pll centres could he cstuhlishcd I () provide nultiple sc
wicecs |10

SMVEs (linancc, R&D, training, marketing assistance, access to supplies, etc), tnd could
be

organi sed around spocil’ic industrial sectors. Such 21 network ol support scw ccs would pr
ovi de
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SMVES not only with inval uable technical support, but nay lead to other |bnns olieo-opera
tion amongst SMVES using, these common services. CenUies COLIid be linanced initially by
grants and donations. with the view to phasing out subsidies in time, as they hexone sel

| sul

tieient. This practice exists in many other economes in which SMVEs constitute a dynam c
sector of the econony.

G As was stated above. the need for appropn’ ate and supportive intrastruture is nmuch gre
ater in

rural than urban areas. Appropriate allocation of state resources must ensune that this
nbal -

ance i s redressed.

Cl Oninstitutions. it must be enphasised that | ocal goveninents should play a critical r
ole in the

provi sion of infrastructure. Al though they may be Operating in the context O a nationa
policy

framework, they are close to the clients (SMVEs), and thus are best able to gauge - and m
eet

- the divergent needs of |ocal businesses. In addition, local authorities play an inporta
nt role

in generating demand for goods and services, which can be sourced froml ocal SMVEs.

3.1. GENDER

Worren tend to occupy the | owest lungs of the microenterprise sector, in those businesses

usual | y

characterised as |lsuwivalisti’. This inplies that support progranmes ai ned at the nomtl

suc-

cessfulii businesses will automatically exclude the vast majority of ferale entrepreneurs
Thi s has

two major problens: It reinforced the existing gender dispan’ties in the econony, and in
t he

SMMVE sector in particular, and it fails to recognise that it is fromthe ranks of the Its
uwi val - onl

ented" microenteipiise sector that dynamic fermale entrepreneurs are likely to emerge. If
policy

thus seeks to prompte fenal e entrepreneurs, then the foll owi ng constraian affecting them
must

be consi dered:

The inmpact of nmarital status on Wnenls busi nesses:

Worrenl s marital status inpacts substantially on their ability to generate i ncone as well
as their

control over it. Wilst wi dows and single women tend to be nore nobile, and able to explo
it a

wi der range of activities and markets, mam ed wonen are often tied to a nore subordinate
posi -

tion in the business. Further, certain maniage |aws constrain wonmenls ability to contro
their own

finances, by requiring husbands to approve |linancial transactions undertaken by women.
The i nmpact of wonenls location in the hone on their access to support services:

We need to rwognise that wonmenk | ower nobility affects their ability to exploit services
of fered

to them Programes maki ng sew ees avail able need to be stnetured to take this into accou
nt

when determning tinmes, venues and duration 01" support services.

Constraints inpeding wonmen from conpeting with nen in the mcroenterprise sector:

As unenpl oynent rises, larger ampunts of nmen enter the m eroenteniise sector, and becone
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direct conpetitors with wonen. The structural disadvantages inmpeding the growmh of wonens
busi nesses suggests the need for thc constnttion of policy which provides sonme defence Or
sup-

port to wonen in this competition. Policies targeted at pronoting diversitication of wome
ns

activities in mcroenlemises may he one nechanismto achieve this.

The following are some policy issues to consider

ik Policies to pronote diversilication into new product narkets;

1k Policies facilitating women entrepreneurs easier access to sew ccs offered;

at Policies pronoting the networking of wonmen, so that they can conmbine their forces to b
reak

into new markelLs and acquire | arger contracts.

i Policies ained at encouragi ng wonen to play a nore prominent role in business associati
ons

(such as FABCOS, NAFCCC etc).

Local authorities can play a central role in many of these policies, since it is nQjUSt
di rect support

- such as finance. marketing support - which wonen need, but vital to the success of wone
ni s

enterpiises is the creation of an environnent in which entrepreneurial activity can be nu
rtured.

The provision of child-care facilities, physical infrastncture, facilities to protect wom
en and their

enpl oyees agai nst violence and cn’ne are all necessary for the suwi val and growh of wone
ni s

busi nesses.

3.2. LABOUR
There are three areas concerning | abour in SMVEs which are of concemto us, around which r
eg-

ulation may be required: Collective Bargai ning Mechani sns; Wages and Wor ki ng Conditions;

and Labour Standards. W support deregulation insofar as it minimses the admnistrative

bst a-

cles facing SMVEs. However, deregul ati on which conprom ses | abour standards is not desira
bl e.

A popul ar m sconception is that the suppression of |abour standards - | ow wages, unregul a

ted

wor ki ng condi ti ons, exenption fromcollective bargai ning mechanisnms - and a |low skilled b

ase

are essential preconditions for the success of small films. Intemational evidence points

to the con-

trary: in a healthy macroenvironnent, using appropriate policy instruments, and enpl oyi ng
non-

traditional approaches to SMVE organi sation, |abour constraints can be overcone. Firns wh
i ch

observe acceptabl e [ abour standards and value their workforce as a resource have proven

n many

contexts world-wide to be intemationally conpetitive. This is because they have been forc

ed to

build their conpetitive advantage in areas other than | abour suppression. This suggests t
hat if

South Afn’can filns want to follow this path then we need to re-think these traditional a

ttitudes to

| abour .

Col | ecti ve Bargai ni ng:

SMVEs shoul d form pan of the collective bargai ni ng nechani sns, w thout special exenption,
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and thus continue to be part of the relevant |Indusurial Council system and industry barga
i ning !

forms. This inplies that SMVEs woul d have to conply with existing standards.

Wages and Wor ki ng Conditions:

It has been found in recent research into small engineering and Clothing liins that enplo

yers

rank the problem of presen’ hed wages relatively lowon their list of constraints. This re
i nforces

our View that wages are not the main constraint to SMVE survival, and that truly dynamc

tinns

woul d seek to identify other areas around which they can build their conpetitive advantag
e ot her

than on | abour suppression.

Thus no automatic exenptions should be granted to SMMES on wages and wor ki ng conditions.
The present coll ective bargai ning mechanisnms do allow for snall conpanies with special pr
ob- ;

| ens on wages and workingy conditions to apply for exenption. and this system shoul d cont
i nue

to apply.

Labour Standards:

Al the current legislation and I ndustn’al Council agreenments and standards ought to app

y to

SMVES, in particular, health and safety and environnental standards.

3. 3. ORGAN SATI ON OF SMVES

One of the central tenets of eun ent governnent policy on SMMES is that policy should see
k to

i nprove the performance and position of individual SMMES - that is. pronpbting the culture
of

private enteiptise, based upon individual success of the entrepreneur. This is the framew
ork

wi thin which institutions such as the SBDC operate.

We believe that this position fails to recognise the stnctural limtations of individual

y organi sed

enterprises, which are best overconme through co-operation and networki ng around the provi

sion

of services, access to resources and information. This approach has the additional advant
age of

m nimsing small firms dependency on | arger conpanies, allow ng those who are trapped int
0

unequal subcontracting rel ationshi ps another route to marketing their goods.

Exanpl es of issues around which co-operation may take place are:

Mar keting; Advertising; Human Resource Devel opnent; Technol ogy acquisition; R&D; Quality
and Standards; Exports; Finance; etc. chal anti regional service centres could help to fa
cilitate

net wor ki ng and co-operation, especially if these centres are | ocated C ose to when: SMVEs
ale to

be found.

We believe that a eultum of networking and co-operation should be nurtured, so that enter
prises

operating in an individualistic fashion may recogni se the benefits of transfonning their
node of

operation. Incentives may be provided to encourage tirns to nmake this transition, and po
icy

could be formul ated to support films which adopt this approach
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G ven the inmpact of the global econony. the chungi nO South Ahicttn econony, individually
organi sed SMVEs are |likely to encounter nore buniers to their success. Cn'ticttl resource
s, ser-

vices and training that a single small lirmcannot allow can be nobilised in suppott ol
SMVEs

t hrough networki ng and conpei’ ution anongst small firnms. This would allow individually
resource-poor linns to overcome problenms of econom es of scale and allow themto achi eve
suc-

cesses which are traditionally associated with |arger. resourceqich liins.

Successful exanples of networking - particularly Denmark. Southern Europe, NotthemlItaly,
some of the East Asian countries - show remarkable results, which can be infnmm policy-mak
ers

on altenmative forns of organisation of SMVEs. W have already seen initiatives in this no
de in

South Africa recently, with groups of wonen entrepeneurs (in particular) eo-operating to
secure

bi gger contracts, access |arger prem ses. and so on.

It is recognised that this policy nust be tlexibly applied, so that individual firnms are

free to choose

whet her to use this option.

3. 4. ENVI RONMENTAL CONSI DERATI ONS

The use of hazardous muteiittls in the manufactuiing process, and the subsequent rel ease
of poll u-

tants t0 the environment is increasingly being |linked to occupational and conmunity healt
h and

safety problenms. This situation is exacerbated in South Aftica by the luck of a conprehen
sive

government policy on waste managenent

There is also little awareness in South Aliica of the potential for the introduction of c
| ean tech-

nol ogi es, which not only reduce waste at the source, but can have additional econonic adv
ant ages

tlowing fromthe nore ellieient use of resources, and the reduced costs ofwaste disposal
The few

initiatives which have been made in this area tend to be by large firnms who enjoy econom
es of

scal e and financial resources to afford cl eaner technol ogi es.

Shoul d these i ssues be ignored in a policy pronoting snall and nedi um entei prises, curren

t pol -

lution problens may be sen’ously exacerbated, resulting in the need for costly neasures t
o address

these later.

The foll owi ng policy proposals should be considered:

D the introduction of dis/incentives to encourage the use of the cl eanest technol ogi es av
ai | abl e.

C Expert advice and training on clean technol ogi es should be nade avail able to SMVEs

through some centralised facility, such :18 Local Sew ce Centres.

C Since waste will continue to be generated despite the introduction of cleaner technolo
gi es,

financial provision should be made for the devel opnent of facilities which can treat the

wast e

of those SMVEs which cannot afford to have their own waste treatment facilities.

C Many of the sew ces noted above are too costly for smaller firnms to afford - particula
riy for

m croenterpn’ ses - public resources nust be allocated to allow these firnms to adopt clean
er
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nmet hods of runningy their businesses.

D A policy pronoting the exports of goods from South Aliican SMVEs woul d have to take
into account gl obal trends regarding "cco-labelling", that is a label indicating the sati

sfactory

environnental pei’l’ onnancc oll SMMES. Failure to do this may result in |’'nns comng up

agai nst Itenvironnental baniers" in environnentally conscious international narkets.

C Zoning regul ations need to be sensitive to health and environmental effects of particu
I ar

busi nesses.

Cl The concept of sustainable devel opnent calls not only for environmental protection. bu

t also

for nore ellicient use of resources. Anpongst other things, this should entail a nove away

from di sposabl e products to better quality, nore durable products, with a conconitant exp

an-

sion in the service sector for the repair and maintenance of those products. Again, noves
in

this direction should be encouraged by the use of incentives or disincentives, as are app
ro-

priate and possibly through subsi dised research and devel oprent

3.5. TECHNOLCG CAL | SSUES

Apart from policies which are designed to raise national technol ogical capacities in gene

ral, there

is a special case to be made for govemrent to undertake technol ogi cal suppon specifically
tar-

geted at SMVEs. This has |ong been the case in a nunber of industiialiscd countries - suc

h as

Germany, Italy, Denmark - as well as in newWy industrialising countries - such as Taiwan,

Si ngapor e.

Since filns of many different types fall within the SMVE category, their technol ogical ne

eds

will be highly differentiated. Three principal schematic categories of SMVEs - with diffe

rent

technol ogi cal needs - can be identitied:

G SMMEs who act as subcontractors for manufacturers (produci ng conmponents and sub-

assenblies according to precise customer specification) derive their technology fromthe

cus-

tomer, and perfonn no in-house R&D

D SMVEs producing for final consumers in traditional sectors where the pace of technica

change is slow - such as garnents, textiles, |eatherware and netal work - may be engaged

in

i ncrenental devel opnent, but are unlikely to engage in significant innovation. The techno

| o-

gies which they enploy will largely be derived fromtheir materials and equi pment supplie
rs.
The vast mpjority of manufacturing mcroenteiprises will fall into this category.

Cl Athird categny of SMVEsS are high-tech, nodem|inns, enploying niche nmarketing strate-
gies (sonetines referred to as New Technol ogy Based Firns - NIBFS). Such firnms are

| ocated in specialist machinery, scientilic instruments and el ectronics sectors. These fi
rms do

undert ake some in-house R&D which is essential to their survival, but they will also be
heavily reliant on cxtemal inputs into their innovative process.
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Firms in all three categon’es will require some assistance in order to effectively utilis
e innovati ons

in production equipnent. An exanple of this would he the transition fromthe use of necha
ni -

cally to electronically controlled equi prent. where suppon in training, and tegul ar updat
es and

i nfonnati on on devel opnents pertaining to the new product will be needed. Wth the except
i on of

the NTBFs, SMMVE requirenments for technol ogical suppon are likely to be Illow levelll, whi
ch

can be net by "oil the shelf production techniques? The essential requirenment will be for

SMMES to be supponed with inlbnnation, advice and training so that they can utilise avai
abl e

technol ogi es and adapt themto local conditions and to the specilic tequirenments of the e
nterprise.

NTBFS whi ch require new or advanced technol ogies will need to conplenment their in-house
R&D wi th technol ogi cal inputs den’ved fromother institutions such as universities, |abor
atories

and other firms.

This technical support is frequently required in conbination with suppoxt in other areas,
such as

nmanageti al and marketing intbnnation. |Indeed, technical suppon and advice is only cogent
in the

context of know edge and inllonnation in other areas. Exanination of a number of the nore
suc-

ccssliul publicly funded institutions for supponing SMVEsS bears out the inportance of conb
i ni ng

techni cal and other support. In Korea, for exanple, the Small and Medi um I ndustry Pronoti
on

Corporation (SMPC). in addition to technical information and industrial extension servic
es

around managenent and technol ogy, al so provides |inancial assistance, training and the co
Il ec-

tion, analysis and di ssem nation of business information. The Korean Technol ogy Devel opne
nt

Corporation (KTDC) - which, in the assessnent of the Wrld Bank, was a critical instrunmen

t in

devel opi ng technol ogy for the SMVE sector - has manifold activities ranging fromfinance,
ven-

ture capital, pronotion of technol ogy devel opnent anong SMVEs, brokerage, |easing, factor
i ng

and information services. '3

Three broad concl usions can be drawn: firstly, that technol ogical suppon for SMVEs is vit
al to

their growh. Secondly, that suppon will be required in order to effectively assimlate a
nd apply

wi dely diffused products and process (technique rather than technology). Thirdly, that th
is tech-

ni cal support must be acconpani ed by conpl ementary managerial, tinancial and marketing as
Si s-

tance.

Pol i cy Proposal s

SMMVES are best conceived of as enbedded in a nunmber of networks. Government policies

should therefore aimto enrich those networks - public and private - and simultaneously e
nhance

the capacities of SMMES to assimlate inputs available through their menbership of these
net -

wor ks.

i. The Public Network:

Thi s consists of publicly funded and supported institutions which aimto devel op technol o
gically

rel evant applications for industiy and SMVEs. Science and technol ogy councils, acadenc
nsti -
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tutions, and their associated technology transfer ollices. and nationally and regionally
hased

information transfer units lonn the core oli this network.

However. science and technol ogy councils, acadenic and research institutions do not autom
ati -

cally or easily transfer technol ogy to business. These hamers will tend to he even highe
r with

respect to smaller linns, since these institutions tend to find it easier to interact wt
h larger, nore

resourced |’ ms which can clearly specify their needs and can absorb their inputs.
Policies ate thus requilted to overcome these haulers. A wi de range of policies my be co
nsi d-

ered, including: technology transfer ollices and innovation consultancy offices attached

to public

research institutions; joint research programmes between these public facilities and bus
ness; sci-

ence research parks; and programres to allow the transfer of personnel between the instit
utes /

universities and films. O patticular inportance to the success of such schenes are the o
rgani sa-

t tions which interface between the research institutes and busi ness. These || brokersl| f
or the

transfer of technol ogy include contract research organi sations and technol ogy transfer un
its

attached to public research facilities.

ii. The Private Network:

Firms are involved in a nunber of |larrangenents” or networks _ both formal and infornal

- with

a variety of other films who are a critical source of infonnation and other inputs into t
he i nnova-

tion process. Suppliers, customers and |l mddle-menll, other firnms in the sane sector and
i ndustry

associations - are all of considerable potential inmportance. Apart from generating resear
ch and

technology transfer that is relevant for a wide range of firns, such policies encourage
nter-1"irm

co-operation in the identification of technol ogy needs.

iii. Policies to enhance technol ogical capacities nithin SMVES:

Most SMMVES do very little in-house R&D. Al though government policies can be designed to
directly suppoxt SMVEs in undertaking in-house R&D, the reality that so few do so (and th
ose

who do still rely on technological inputs fromoutside the firnms) inplies that policy sup
port must

be directed at increasing the ability of SMMES to effectively |ocate and absorb technol og
ica

inputs fromoutside the |’um The key to the success of this strategy is the quality of e
ducati on

and training 01' SMVE personnel, which deternmnes their ability to appreciate, access and
assim -

| ate technol ogi cal devel opnents oceuni ng outside of their liinmns.

It should be stressed that SMVES nust have easy access to networks, programres, and insti

tu-

tions that enhance their technol ogi cal capacities. To that end, decentralised, regionally
and locally

based technol ogi cal centres can play a ential role.

It is quite clear that there is no effective national system of technol ogical suppon for
SMMES in

South Afn’ca. To devel op one - taking into account intenmational expeiiences - is one of t
he maj or

Chal | enges eun’ently facing policy-nakers.



SPECI AL | SSUES FOR CONSI DERATI ON 31

3. 6. RURAL SMVES

To date. npst research On the conditions and constrains 01' SMMES huvc | bcusscd excl usive
ly on

urban SMVEs. Conscqucntly, veiy littlc is known of thc chanttcristics, constraints and op
ponu-

nitics 01' 1111111 SMVES. Research is thus i'cqtiircd to address this dcticicncy, and tO
cncrge with

policy options for nral SMVES.
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4. | NSTI TUTI ONS

ThC key chal | enge for govenment in a denocratic South Aliicu is to t’oimulutc a coherent
policy

for the pronotion of SMVEs, using till the policy instmmtnts at its di sposal. Thus not on
ly is it

essential that the govcnmtnt devel ops a long tenn conception ol the appropriate role whic
h

SMVEs can occupy in the economy. but it also needs to nanipulate the instrunents at its d
is- 1

posul in favour of SMVES: '’

i Ensuring that macroecononic policy instmments are shaped to enbrace the objectives of
SMVE devel opnent

i Using the budget, to allocate lintnte for SMMVE pronotion. This would include funding

i nfrastructure and technol ogi cal devel opment anmongst SMVES; |inuncing a guarantee credit
fund for SMVEs; using the tax systemto provide incentives for SMVES.

Vk Using its legislative powers to regulate in favour of SMVES;

1% Ensuring that a conpetitive environment is maintained to protect SMVE, by closely inpl
e- 1

mentituy 21nd nonitoiing Conpetition Policy, via the Conpetition Board.
it Using its purchasing power - as a mmjor buyer of goods and sew ces for govenment - to
sup-

p011 SMMES, and so to al so procui e goods and sew ces increasingly from SMVEs.

The second major challenge for governnent is to devel op the appropn’ ate machinery for inp
| e-

menting these policies. One of npbst obvious weaknesses of the piesent institutional frane
wor k

for SMVE pronotion is the high degree of fragnentation of different institutions charged
with

pronmoti ng SMVEs. Although it is not yet clear exactly how a new institutional franmework ;
shoul d be constituted - and research is currently investigating this - the following are
sone of the

key gui de-lines which we believe shoul d shape this franework:

Department of Trade and | ndustry:

The Depannent of Trade and Industiy (DTl) is the government institution which is ultimate
ly

responsi bl e for SMVE devel opnent. Yet the cui Tent stntture and operation of the DIl mtig
ates

agai nst the DIT playing such arole - it is big business which is the main recipient of D
Tl support.

Shoul d the responsibility for SMVE pronotion continue to lie with the DTI, then a Deputy
M nister - with supporting inlirastncture and staff - should be appointed with the sole t
ask of

SMVE pronotion

However, co-ordinution between the DTl and other state-linked institutions addressing spe
cific

constraints of SMVEs - the Devel opment Bank of South Africa (DBSA), the Small Business
Devel opnent Conoration (SBDC), the Industn’al Devel opnment Conoration (IDC - nust be
effected. This is possible through the creation of a structum charged with co-ordinatjng
SMVE

policy institutions, which could be housed in the DTI
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| DC:

Al though it is one of the functions of the IDC to provide devel opnent tinance for SMVEs,
it has

thus far failed to do this effectively. The IDC recently acknow edged this failure and ha
s com

mtted itself to proactively redressing this inmbalance. Wilst this is a welcone step, th
e I DC has

not made Cl ear what process it intends tollowint:y to achieve these new objectives. Its r
ole in the

new South Atiiea should be subjected to an enquity, so as to detennine its appropiiutenes
S as a

devel opnent |inanee institution

SBDC.

The SBDC represents the nost delinitive action taken by governnent and big business to su
pport

smal | business. Yet this has proven to be an i nadequate nechani smfor pronoting the inter
ests 01’

SMVEs. As has been argued in this paper, it is vital for a wi de range of conpl ementzny se
rvices

to be offered to SMVEs, including finance, nmarketing, information, technology and trainin
g.

That one institution could address these multiple needs is clearly m staken, and pnedicta
bly, the

SBDC has been cn'ticised for its failure to address the conprehensive set of constraints
facing

SMVES.

Al though this issue is still being researched, the follow ng guide-lines pertaining to th
e

restructuring of the SBDC are advanced:

a? That the issue of pronoting greater inter-litm cooperation between SMVES be integrated
into the practice of the SBDC. As has been argued el sewhere in this document, one of the
nost effective ways in which smaller lirns can withstand conpetition fromlarger, better
resourced firns is by eo-operating with other snall tinns over particular services, and s
0 over-

come the inherent weaknesses of scale.

1% 1In line with such an approach, it is reconrended that decentralised service centres -
provi di ng

i ndustrial and trade extension services - be set up throughout the country, |inked either
t hrough

the SBDC or sonme other national institution. These centres can provide a range of service
S

i ncludi ng technol ogy transfer, narketing suppon, tinance and other conpl enentary services
ai mred at enhancing the capacity of SMVEs.

i’ As far as the conposition of the SBDC structure is concerned, we recomend the foll ow

ng:

C that the Board, charged with policy formulation and nonitoring for the SBDC, conprise
an

equal number of representatives from busi ness, |abour, government. NGOs, and research
groups. Effoxts should be made to ensure that all these representatives have a dint invo

ve

ment in the SMVE sector.

D that depanments charged with inplenenting specitie policy objectives be created within

t he

SBDC, such as departnents for Technol ogy devel opnent; Finance; Export Assistance;

Mar ket i ng; M croenteipn’ ses, etc.



| NSTHUTI ONS FOR PCLI CY | MPLEMENTATI ON
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Thom arc scvem CHSCS Of intcrnutionul institutions stncturcd in this way. which huvc nud

c a

maj or contiihution to thc success of SMVEs in thosc rcgions. Exzmiplcs can hc found in Bu

dcn-

Win’ tcmherg in Gecnmmy - the Stcinhcis Foundation - and in Copcnhugcn in Denmark - the

Dani sh Technol ogi cal Ccntrc.

W bclicve that us a publicly 1" undcd body the rcstncttncd SBDC muxt hc charactcriscd hy

trans-

parency and accountability.

Representatives of Small Business:

Organi sations rcprcscnting small husincss pcoplc (such as NAFCOC. FABCOS. ctc) must play

a

ccntral role in the fomulation of policy for SMMES. Dcspitc cuncnt wcukncsscs of capacit

y

within many of thcsc organisatiOn& CITO'1S nmust bc mudc t0 cnlist thcir participation in
pol i cy

proccsscs. Indocd, it is prcciscly this wukncss which wzmunts thc usc 01’ govcnment icso
urccs

to enhancing thcir capacity to norc cchctively rcprecscent thecir ncnhers.

NGOS

NGOS have a cn'tical rolc to play in advancing the intcrcstg Of SMMES - as providers of ¢

apital,

skills, technology transfer, intbimtjon and nore - and as such should be incorporatcd in

to the

policy procuss. For this mason, we reconmend that representatives of the NGO community be
i ncluded in structures which arc discussi ng SMVE policy.
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5. | MPLEMENTAHON PRI ORI Tl ES

It is rccognisctl that hudgctary and othcr constraints may inhibit thc i mtdiatc rcalisat
i on of

many of thc policics proposcd in this papct’. To facilitatc thc inplcncntation ol’ thosc

proposal s

which we hclicve arc kcy to the succcss of a SMVE pronotion sti’atcgy. we outlinc thc thr
cc

arcas we regard as pn'on’'tics:

5.1. | NSTI TUTI ONAL | SSUES

It is vital that thc inplcncntation of a ncw policy lirancwork should commtnce with a rcs
tnc-

tun’'ng of thc cxisting institutions rcsponsihlc for SMVE pronotion. This conmpn’scs 2 cSscC
nti al

el ement s:

it dctcrmning thc appropn’atc rolc for cach institution - chiclly, thc DTl, SBDC, IDC, D
BSA -

and hcncc avoi d duplication; and

i k devel opi ng a nechani smfor co-ordinating the functions of cach institution. It has bwn
sug-

gestcd hcmthat a co-ordinating commttcc, which may bc houscd in thc DTI, play this role

5.2. REGULATI ON

We believe that two rcgulatmy intcrventions arc required:

i legislation stipulating that thc govcnmtnt woul d sponsor the formation of a Ccdit CGuar
ant ee

Fund, and

i An oflicial commitncnt that govemmecnt woul d changc its procurcncnt policy, so that it a
I so

sources its goods and scwi ccs from SMVEs and Bl ack husi ncsscs.

5. 3. BUDGETARY REQUI REMENTS

Budget ary support nust bc allocated to suppoxt two kcy vchiclcs of SMVE dcvcl opnecnt: | oca
I

service centres, and infrastncturc for Bl ack business.

i k Local Scwicc Ccntrcs: Thecsc agencics, which will play thc rolc of industrial and trade
cxtcn-

sion scw ccs, provide training, marketing, tcchnological and inl’ ontation scwi ccs to SMMVE

Sy

and require funding for this.

i Infrastructure Dcvclopnecnt: The provision of facilitics to stinmulatc Bl ack cconom ¢ act
ivity is

essential. Onc of thc nobst cl’'fcctive ways 01" dclivecring this is by using Public Wrks
Progranmmes, which have the additional hcnclit ol’ gcncrating cnploynecnt.

The linancial burden inposcd on the budch stcnming fromthcsc cllibtts can he ninimscd by
an

efficient rcstructun’'ng of the functions of cxisting institutions, so that funds alrcady
al |l ocatcd can

be redirected in line with the ncw policy ptiotitics.
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TABLE 1: TESTING THE mm 1
RUNG LEVEL
1- SUhSUHCHCC Rural Lneulinn Peasant Huner
Agneul urul I y-hnsed uelivily
l konmmie zlelix ily (0 nmeet eonununily needs
Pl anni ngy |’ m inunediul e subsi stence needs
Hand I n nouth existence
2- SUW VH] Urban Location Street hawker
(bilunllIlily onenlnled work
Woul d prefer zljob in the |l mnl seelnr
| kouony based on exchange of | nvmms or noney
Pl anni ngy |’ nr inunedinle suw vul needs
3, Inlormul Slnning | o acquire sone possessions Home industry
Woul d tum down 21 job ()H el N Busi ness becom ng u sepurul e
ueu’' vily eg sew ng
Pl anning for nore | hnn survival - some savings
4. Dnergiug Seeun’'ly needs 211 home zul d busi ness Spam Shop
Busi ness driven entrepreneur, not by grmup
Staring to keep inlhnnal business records
Busi ness sepurul e from househol d
Access to bank linuuce still difficult
Pre-fonnnl Need for safely and secun’ly assets Sol e propn’ el nr
Begi nni ngs of an enpl oynent sl rueuue
medi um 10 | ong-1 enn pl zmi ng
()ul side help with nccounling
Slznmjng 10 gain neeess 1o hunk |inznee ;
. Smal | busi ness Docunenl ed busi ness agreenent hurmus hip g
Busi ness ()penmlingsy in its own nane
() pernl ed a bank account
Keeps ()I’ neeuun
E

uJU I'i OF" formal compzny (Tonpnny regislexed (Blose (Tunx’alim:
Auditing ()feonmpznny neeounls not required
uSCH OF" 1'01111211 conpany Busi ness governed by the (Bunmpzny's Ael Ply (' unpnny
(Tompuny 11st board of directions
9. Listed Company Company l|isted on sloek exchange Public (70np2uly
10. Inlcmaljma markets | nlernul markets and offices ()il (Tompzny n
and () Hices
Source: Triple 'I’ruxt O ganisation: shimmEnterprises? August | 993



SCQUTH AFRI CA - Macroecononi ¢ | ndicators

GROWMH RATES RATI CS TO GDP

(in percent p.a. (in percent)

I nvest ment/ Exports Inports Investnents/ Infiatjon
aa

1970- 7-1

1975 4 79

1980 - 81

1983- 84

1985 - 91

1985

1986

1987

1988

1989

1990

1991

/a Total "Died |Investnent

/b Gross Donestic San’ ng

/c Fiscal year ends on March 31

South Africa: Macroeconomnics issues for the Transia’ on, Brian Kuhn, Aide! Senhadji and M
chael Walton, L'ru’ vershy of Cape Town, L’'miversigy Of Pean-lvania, and the Wrld Bank) M
ay 1992
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