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seda to harness the power of data
with a new SME360 system

Supporting SMME
development during and post
COVID-19 lockdown: Lessons
are in the actions
A keynote commentary by the Minister
for Small Business Development, Ms
Khumbudzo Ntshavheni

In an era where economies have collapsed to levels never
before imagined, the small, micro and medium enterprises
(SMMEs) are expected to be the sparks that re-ignite
economies across the globe.

When we rung-out 2019, world leaders were planning
bigger things for the incoming third decade of the 21st
century. The mature world economies would be driven by
digital technology, including a gig economy component;
developing countries were still planning for the fourth
industrial revolution (4IR) while the less adventurous could
not imagine the transition.

As such, the responsibility to support small businesses has
never been more daunting, and more urgent.

South Africa ushered in its 6th administration which, in the
main, has planned for an orderly participation in the 4IR.
However, revolutions, by their own nature, are chaotic.
Despite reports of the novel Corona virus during December
2019, none of us anticipated the speed and scale with which
this virus would become a world pandemic, shutting down
world economies, questioning the current framework of
globalisation, re-emphasising the need to strengthen local
economies, while affirming the role of global partnerships.

Given the weak economic conditions that were already
prevailing in South Africa, the 6th administration used 2019
to put in place various plans and programmes to address the
key challenges of high unemployment, economic exclusion
and continued unequal development. This included the
SMME Support Plan 2019 - 2024.
Although there was a programme for immediate relief
measures to support SMMEs, such as the SMME Debt
Relief Scheme (through which we supported 1497 SMMEs
and preserved over 21, 000 jobs), the Department of Small
Business Development (DSBD) also focused on interventions
that will assist small businesses to re-adjust their operating
models, but which will also reactivate their enterprises
during, and post, the national lockdown.
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Funded by the
European Union

In this regard, the Department chose to prioritise the
following:
	
Supporting
localisation

re-industrialisation

through

	
The implementation of the Township and
Rural Entrepreneurship programme

	Strengthening informal businesses

	
Ensuring business viability of enterprises
including cooperatives, and

	
Driving
economic
inclusion
through
transformation targets for black people,
women, youth and people with disabilities.
Even before the Department could commence with the
implementation of small business support measures, a
major constraint was the lack of a national database
that could account for all SMMEs in South Africa. This
limits our efforts to influence budgeting for SMME
support, our ability to monitor the adequacy of support
measures, and our general planning for SMMEs.
The pandemic therefore created an opportunity to kick
start the compilation of a national SMME database
– https://smmesa.gov.za - whilst creating an online
application capability that will be part of the Covid-19
legacy projects. We continue to work with our social
partners in popularising the importance of SMMEs
registering on this database.

The EDSE Programme, through donor
support from the European Union, has
greatly assisted the Department of Small
Business Development in developing this
national database.
Earlier, I noted that the Covid-19 pandemic has brought
into question the current framework of globalisation,
whereas the transmission of the virus was itself enabled
by the very same globalisation. When international
borders closed and national interests were prioritised,
developing countries had to be self-sufficient not only
on food security front, but for Covid-19 related medical
supplies, in particular personal protective equipment
(PPEs).

The Spaza Shop Support Programme (part of the
initiative to support informal businesses) became a key
contributor. It enabled the Department to enlist at
least 35 SMME-manufactured products into a number
of wholesalers. This will be expanded to beauty and hair
salons, enabling cosmetics manufactured by SMMEs to
be enlisted into the Personal Care Support Scheme.
While other government departments ignored the
National Treasury’s Instruction Note requiring them
to utilise SMMEs listed in the DSBD database for the
procurement of their PPEs, the work to stem corruption,
including the outcomes of the Auditor General’s special
audit, will force full compliance with the Instruction
Note. In so doing, deserving SMMEs, whose products
have been certified by the relevant bodies, will benefit
from the Covid-19 supply chains for medical supplies
and essential non-medical supplies.
As the country gears itself for post-lockdown
economic recovery, the DSBD is introducing the
Business Viability Scheme. Its primary purpose is
to support SMMEs in overcoming financial and nonfinancial constraints affecting their business activities,
ensuring that SMMEs are commercially and financially
viable in the post-lockdown economic conditions,
and can contribute meaningfully to economic
transformation and job retention and creation.
We are aware that the journey ahead is still long and
precarious. We appreciate the continued efforts and
dedication of the teams within the Department of
Small Business, seda and sefa and the contributions
made across the entire SMME ecosystem, including
those from our social partners and donor agencies.
The Township and Rural Entrepreneurship
Programme has the following support components
and targets (as listed by Minister Ntshavheni in her
NCOP budget vote speech, 28 July 2020)

The pandemic saw a return of the spirit of sharing in our
society. But, as a government we took an opportunity
to re-industrialise the economy through SMME-driven
localisation.
Thus during the national lockdown, the Department
focused on supporting SMMEs to produce foodstuffs,
medical supplies, and essential non-medical supplies.
This support covered working capital, production
standards and quality, and access to markets.
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Autobody repairers and mechanics

15 000 nationally
Butcheries

10 000 nationally
Personal care services

5 000 enterprises nationally
Bakeries and confectioneries

3 500 enterprises nationally

How EDSE
Programme is
supporting the
government and
its implementing
partners, in
responding to the
Covid-19 pandemic
By Nigel Gwynne-Evans | EDSE Team Leader

The world as we know it and our lives have changed in unimaginably and
dramatically ways since the outbreak of the Covid-19 pandemic. Remote
working has become the order of the day in the public and private sectors, while
projects have had to alter course to take account of these new circumstances.

The EDSE Programme pivoted rapidly to support the
new priorities of our major implementing partner, the
Department of Small Business Development, and its
agencies.

office architecture and functionality of its online application
platform for SMME’s seeking assistance. Support was
also extended to improve the user-friendliness of seda’s
information portal.

This transition, rather than seeing a slowing down of our
work, saw a dramatic ramping up, providing emergency
technical assistance to critical projects at the Department
of Small Business Development, seda, sefa and the
Department of Agriculture, Land Reform and Rural
Development.

Data is clearly a critical issue for policy

We appreciate the positive mention of our work/support
made by the Minister of Small Business Development,
Minister Khumbudzo Ntshavheni (MP), in her keynote
commentary to this edition of our newsletter.

out a rapid “Pulse Survey” to provide the

At the forefront of these projects has been the support
EDSE provided to ensure that funding, incentives and
liquidity, could be unlocked as rapidly as possible to
support desperate SMME’s, most of whom have seen their
markets and income declining or drying up completely in
many cases.

available in the next quarter.

Indications from the #CombatCovid SMME survey of
around 2000 SMME’s, show that some 75% of businesses
were not trading at all; 90% of businesses have seen their
turnover decreasing; and of the 50% who applied for
financial relief, only 30% were successful.
The EDSE Programme is in the process of refocusing a
portion of its Innovation Fund to rapidly support townshipbased and informal businesses through a matching of the
government’s Spaza-Fund and informal sector support
programme.
The EDSE Programme has also provided emergency
technical assistance to the DSBD to improve the back-

makers in deciding how to respond to
the crisis. We supported the DSBD’s
partnership with the World Bank to carry
Department with critical information on
the state of SMMEs. The survey will be
Another critical project for government is the recently
completed SMME scenario-planning process. The project
was fully funded by the EDSE Programme.
Despite the disappointment of cancelled workshops,
conferences, colloquiums and study tours, the EDSE
Programme quickly pivoted to online weekly public-private
dialogue webinars. These webinars opened the eyes of the
EDSE Programme and our government partners to the
potential reach of webinars, which may turn out to be a
more effective instrument for reaching stakeholders in the
ecosystem, even once life returns to the “new normal”.
The EDSE Programme is committed to speeding up
reforms to the South African small business ecosystem.
We look forward to continuing our engagement with our
implementing partners and other key stakeholders in
achieving this.
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of technical assistance
EDSE Programme provided
over the last six months

A
SNAP
SHOT

As South Africa grappled with the impact of the unfolding COVID-19
pandemic, the EDSE Programme was requested by all of our
Implementing Partners to provide rapid technical assistance to support
them in various ways.

EDSE’s Policy Workstream
The EDSE Programme’s Policy team supported the
Department of Small Business Development in developing
a draft Incubation and Business Development Services
policy framework. The framework, which included inputs
from a broad range of ecosystem actors, strengthens the
Department’s capacity for understanding data analysis
and in utilising a knowledge management approach.
Technical support provided in preparation of the
SMME Masterplan framework for the Department of
Small Business included a structured Public Private
Dialogue consultation process with key stakeholders
across national, provincial and district levels. This has
strengthened trust and propensity for cooperation across
government departments and between the government
and the private sector.

EDSE’s Business Development Services
Workstream
EDSE Programme BDS staff formed part of the team that
developed the draft Incubator Standard for South Africa,
leading to the final standard (Technical Requirements for
Incubators and Accelerators in South Africa) published
recently by the SA Bureau of Standards. The standard
will form the basis for the development of a certification
process by the SA National Accreditation System, with the
Southern African Business and Technology Incubation
Association (SABTIA) as the intended certification body.
The District SMME Support Co-ordinating Council
procedure document was completed for seda. The
document improves seda’s understanding of its “primary
actor” role in mobilising social capital for initiating an
ecosystem approach in a local, district area as part of the
District Development Model.

EDSE’s Township Economy team finalised the
selection of

5

pilot township
studies

2

township
ecosystem reviews

AND A RANGE OF SECTORAL CASE STUDIES

Technical support allowed

seda to reposition its website
These studies will enable improved support for SMMEs
active in the automotive, creative industries and
installation/maintenance sectors and their participation
in broader market opportunities.
The team also collaborated with the National Business
Initiative, the Cities Support Programme (based in the
National Treasury) and municipalities in developing a
Township Economy strategy and guide for township
ecosystem-building activity and interventions. The
strategy is the first comprehensive framework to support a
partnership development approach to township economy
appraisals.
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as a much-needed one-stop information portal for
COVID-19 SMME support. Over 70 financial and nonfinancial support programmes were researched and
are listed on the revamped website.
Technical support and facilitation to broaden ESD best
practices saw the establishment of a digital ESD Reference
Group comprising senior corporate executives, ESD
practitioners, entrepreneurs and business associations.
The platform will ensure that the direct involvement
of selected corporates, contributing to improved ESD
models and increased numbers of SMMEs being drawn
into the supply chains of the participating corporates.
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EDSE’s Agri-business Workstream

EDSE’s Access to Finance Workstream

Three Enterprise Supplier Development (ESD) case
studies were completed by the EDSE’s Agribusiness and
Business Development Services teams. The Saldanha
Bay IDZ case study examined a localised district-level
ESD strategy which combined the formation of a multipartner corporate procurement forum with an on-line
SMME business linkage platform. The Propella Incubator
case study examined how incubators can place ESD at
the centre of their operations and how BDS process and
can provide a point of reference and good practice for
other incubators to follow.

Technical assistance contributed to sefa finalising the
business case for the various windows of the envisaged
Innovation Fund, developed as part of the government’s
COVID-19 relief measures for SMMEs. The fund will
support 25,000 spazas and 25,000 SMMEs active in the
automotive aftermarket. It is anticipated that the National
Treasury and the EDSE Programme’s Project Steering
Committee will support the deployment of these funds
for implementation during the next few months.
A portion of the Innovation Fund will be deployed
through a

microfinance window
which will use an innovative approach towards the
provision of micro credit. It is expected to fund more
than 7,700 SMMEs.

The Spar case study documented a Mopani
(Limpopo province) rural hub ESD model

empowering small-scale farmers
to enter formal retail supply chains by equipping
them with skills and knowledge, including
compliance with food safety and quality standards.
The South African Regulatory Food Testing Laboratories
(SA-RFTL) Forum was established after technical assistance
was provided to the Department of Agriculture, Land
Reform and Rural Development and the Department
of Health. The Forum will facilitate much-needed
cooperation between key food testing actors. It will also
play a critical role in increasing the food testing service
available to agribusiness SMMEs, contributing to their
ability to comply with market requirements required to
enter local, regional and global value-chains.

The credit guarantee scheme will be utilised by sefa to
unlock private sector funding opportunities to rejuvenate
economic activities in South Africa’s township and rural
areas.
Technical assistance has enabled sefa to implement a
targeted approach in supporting sectors with the highest
developmental impact. This is the first time that sefa has
developed a funding support mechanism for specific
sectors. It previously employed a generic approach.

EDSE's various social media platforms continue to reach larger audiences,
driven by information from the regular, virtual policy webinars we hosted
during the lockdown.
Our Twitter account is set to
reach 1000 followers, while
regular uploads to our website
of a wide range of important
perspectives on SMME policy
issues has increased the
number of visitors, helped by
an innovative search engine
optimisation (SEO) campaign.
This has also improved visits
to our Facebook and LinkedIn
pages.

Do take a look at the three
resource pages we have
created on our website - for the
District Development Model,
the draft Gauteng Township
Bill
and
the
economic
reconstruction and recovery
programme. New material is
added on a regular basis.

@EDSE_programme
edse.org.za
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seda to harness the
power of data with a new

SME360 system
A commentary by Martin
Feinstein
Despite the impact of the COVID-19
pandemic, planning is at an
advanced stage for a new seda
district ecosystem database that
could transform the way SMME
support is delivered. The seda District
Information Management System (DIMS) will, for the first
time, make possible a comprehensive local database of all
types of SMME, mentors and support agencies – for use
not just by seda, but by accredited stakeholders in each
district.
Small business support is best delivered in a city, district,
town or village, when there is an ecosystem approach.
Conscious involvement and inclusion of all stakeholders
– public and private -- in the design and operation of
an ecosystem allows for a more inclusive and efficient
matching of SMME needs with local support.

The DIMS aims to provide a local database of
formal and informal businesses, co-operatives
and sole proprietors for each district in
South Africa – created in partnership with
business associations, forums and other local
stakeholders.
The system will be branded as SME360, denoting the fact
that it will give seda and its partners a 360-degree view of
the district’s small business community.
The database will also include business support providers,
municipal Local Economic Development offices and all
public sector entities involved in small business support,
such as funders, incubators and SOEs in a particular
district.
While seda will be the custodian of the database and the
(POPIA-compliant) data it contains, the data and the various
DIMS features will be available to all accredited ecosystem
partners. This will support sharing of information and thus
better co-ordination of support activities.
DIMS will allow for various surveys to be conducted. The
data and insights from these surveys, combined with
analysis of the SMMEs’ statistics and demographics, will
provide new and valuable understanding of what support
is needed, where it is needed, and where the delivery gaps
are.
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In this way, DIMS allows the various organisations in the
district to align their plans and activities, based less on
“paper strategies” and more on real-world information on
entrepreneurial needs.
Let’s look at DIMS from an SMME point of view. The system
will enable a small business to:
• e
 asily maintain an on-line business, track record and
compliance profile that can be used when bidding for
business from SOEs and other clients
• r eceive relevant RFPs and RFQs from local municipalities
and SOEs
• r
eceive alerts and information on relevant events,
projects and by-laws, as well as new financial and nonfinancial support services on offer
• v iew the range of small business financial and nonfinancial support services available, and apply on-line for
access to these, and
• a
 ccess shared documents and resources such as SOE
vendor application forms, business plan and financial
management templates, etc.
From the point of view of seda, the municipality, SOEs
and local SMME mentors and business skills providers,
DIMS will allow for (permission-based) sharing of business
profiles so that interventions can be delivered in a coordinated way.
seda can ensure that accredited providers are visible and
accessible on the system, and ensure that it maximises the
role of these providers, stepping in to subsidise or provide
direct services according to the needs of each business in
each district.
DIMS will usher in a new, partnership-driven paradigm
of business support, with practical benefits for small
businesses and those committed to supporting them.
Extracts from the presentation by seda to the Portfolio
Committee on Small Business Development (15 July)

Number of districts where seda will implement the
district facilitation model over the MTEF period
(2020/21 - to 2022/23):

15

18

30

2020/21

2021/22

2022/23
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INCREASED ACCESS TO FOOD TESTING SERVICES:

A stepping-stone for
SMME competitiveness
A commentary by Jennifer Rathebe

Simply put, there can be no human development without safe food consumption. Additionally there
can be no economic development without giving trading partners and consumers assurances on the
manufacture of ready to eat food.
shift, testing remains an essential part of the food safety
ecosystem, upholding public health standards and
maintaining conformity with assessment techniques.
However, the cost of testing remains prohibitive,
particularly for agribusiness SMMEs.
Making testing facilities readily available to smallholder
farmers is usually the job of privately owned laboratories.
In order to create a credible food testing platform,
supported by a robust food laboratory network which
provides reliable food testing capacity to support
agribusiness SMMEs, the EDSE Programme is providing
budget support to the Department of Rural Development
and Land Reform (DALRRD) under the competent
leadership of the Department’s Directorate: Food Safety
and Quality Assurance. The support will assist in fasttracking the accreditation of government food testing
facilities.

Worldwide, contaminated foods represent one of the
most ubiquitous health problems, resulting in increased
morbidity and mortality, and reduced economic
productivity in many countries. Illnesses contracted from
contaminated foods can be caused by microorganisms such as bacteria, viruses, moulds and their toxins, parasites
– and drug and pesticide residues, and environmental
pollutants such as heavy metals, dioxin, or even deliberate
acts of adulteration.
Historically, food control has been made up of a complex
system of inspection activities, focussing on sampling and
testing of end products to determine their compliance
with official regulations.

It is now considered more efficient to
focus inspection activities on ensuring
compliance of systems for food safety
management,
which
include
the
implementation of the general principles
for food hygiene and HACCP-based
approaches, that minimise the occurrence
of food safety problems.
This involves a shift from a ‘reactive’ to a ‘preventive’
approach in managing food safety risks. Despite this

Although, the project was initially not intended as a
response to the disruptions caused by Covid-19, it supports
post Covid-19 responses. To this end, agribusiness SMMEs
will be better positioned to respond to rapid change, as
more of them will be brought on stream by the availability
of an expanded accredited food testing system.

An important starting point was a
roundtable convened in November 2019
with support from the EDSE Programme.
It brought together key role players in the
regulatory food testing space from across
South Africa.
The workshop culminated with an agreement by
participants to collectively co-ordinate the capabilities of
laboratories in the short to medium term to deliver robust,
cost effective food testing services to SMMEs in the food
production value chain, despite the shortage of human
and financial resources.
Work has already started on the accreditation of food
testing methods in DALRRD and the Department
of Health (DOH) laboratories, complemented by a
mapping of testing services currently available nationally.
Additionally, strategies for the expansion of food testing
services to areas where there services are not available
will be developed. These will create linkages between
the major production areas where agribusiness SMMEs
are active, ensuring safe, nutritious and compliant foods
produced by smaller players which meet set standards.
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Digital financial
services and financial
inclusion utilisation
by South Africa’s
developmental
microfinance
institutions

A commentary by Zama Bodlani
In South Africa, there has been limited use of the Digital
Financial Services (DFS) by the traditional Developmental
Microfinance Institutions (DMFIs). However in the
recent years, there has been a rise of financial services
platforms that are targeting both individual consumers
as well as small businesses. Recently it was announced
in the media that the existing mobile networks will also
be entering this space.
The emergence of the DFS technology has revolutionised
the microfinance sector internationally in the manner
in which they conduct their business. The DFS has given
the sector an opportunity to improve customer service
by providing safe and convenient ways to disburse and
repay loans and save money; to increase customer
outreach by bringing services beyond brick and mortar
branches and to reduce operational costs and generate
additional revenue which could be translated into a
possible reduction in the interest rate.
It is a widely held view that affordable financial services
are critical for poverty reduction and economic growth.

There is empirical evidence that shows that
countries with developed financial systems

Development for Small Enterpise (EDSE) microfinance
webinar series for the South African DMFIs to go digital:

Reduction of information asymmetries
By reducing the cost of acquiring information and
making more information available transparently, digital
technologies can make new transactions possible,
leading to an increased INCLUSION of marginalized
people (e.g. digital lending for farmers), and fosters
trade and new employment creation opportunities.

Reduction of costs on transactions
Transactions are now quicker, cheaper and more
convenient to carry out, leading to increased EFFICIENCY
(and has the advantage of being able to deliver online
BDS support considerably more cost effectively than
direct physical BDS)

Execution of transactions automatically
Leading to the realm of the “new economy,” such as
search or e-commerce platforms, digital payment
systems, e-books, streaming music, and social media
stimulate new INNOVATIVE business models (e.g.
women artisans sell their products in an online shop.

enjoy higher economic growth, larger
reductions in poverty and income inequality
and have higher levels of financial inclusion.
DFS have proven to be one of the critical tools in
addressing issues relating to lack or limited of access
to finance. The World Bank describes DFS as financial
services that rely on the digital technologies for their
delivery.
Bezent Chongo from Positive Planet International
highlighted the following benefits during the Ecosystem
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The EDSE under the Access to Finance component
is currently undertaking a research study on the role
of development microfinance sector in addressing
access to finance challenges. Part of the research
is to explore the innovative use of fintech in
enhancing development microfinance sector more
efficiently and effectively, thereby addressing
issues of financial inclusion.
This will result in a pilot project for a DMFI that follows
international best practices in microfinance and
specifically focusing on the the use of fintech.
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The sefa
Innovation
Fund

Zora Madikizela
As per the Programme Financing
Agreement (FA), signed between the
South African government and the
European Union, sefa was nominated
as the entity to be responsible for
the implementation of the Access to
Finance component of the FA. This
component aims to improve access to
funding to the underserved high-risk small and medium
enterprises with limited, or no access to finance.
The Access to Finance component of the Programme
was allocated budget support of EUR 30 million to
be implemented through two separate funds:
The Enterprise and Supplier
Development Fund

EUR 10 mil

The Innovation Fund

EUR 20 mil

A considerable amount of work has gone into the
implementation of the Enterprise and Supplier
Development (ESD) Fund such that sefa is currently in the
process of finalising financial commitments with approved
financial intermediaries.
The Innovation Fund is intended to create innovative
wholesale lending initiatives between sefa and different
types of financial intermediaries that will leverage privatesector funding to complement the budget support. The
fund will also ensure equitable risk-sharing at a portfolio/
transactional level with each intermediary, enabling
access to affordable funding for high-risk and underserved categories of SMMEs.

Work has commenced on the Innovation Fund’s implementation plan proposals. These will be presented to the EDSE
Programme Steering Committee for approval. sefa, with technical assistance from the EDSE Programme, has scoped and
is finalising proposals for the following sectors:

Automotive Aftermarket
and Spaza Schemes

Green Economy
Intended to provide funding
support for SMMEs in the
renewable energy, waste
recycling and industrial
symbiosis sectors.

Which are microfinancebased schemes that will
enable greater access to
finance for SMMEs in these
two sectors.

Agriculture
Intended to provide funding
support for smallholder
farmers in the cotton and
essential oils sectors to cover
farming inputs and related
items.

Medical Care/Healthcare
Scheme
Focussed on providing
funding support for SMMEs
that for example, supply
medical devices and
consumables to the sector..

Information and
Communication
Technologies (ICT)
Focussed on providing
funding support for SMMEs
in the sector

It is expected that approvals for the Innovation Fund will be finalised before the end of November 2020, with implementation
and operationalisation of the Fund commencing in the first quarter of 2021.
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Towards a revitalised Gauteng
township economy

The Gauteng Provincial Government has launched
public consultations on the recently-published
Gauteng Township Economic Development Draft Bill.
The draft Bill lays out a comprehensive new policy
framework for a revitalized township economy across
the province.
Consultations with local, provincial and national
stakeholders will continue throughout October 2020,
after which the Bill will be revised and processes for its
adoption by the provincial legislature will be prioritized.
The province expects to complete the consultation
processes and the subsequent legal certifications of its
provisions by the end of this year.
However, the time frame might be ambitious given
the goals of the draft Bill and the need to ensure that
its provisions synchronise with nationally-driven postcovid economic recovery planning processes.
The key policy thrusts behind the Bill were outlined
during one of the early public consultations by Jak
Koseff, a senior official in the Gauteng Premier's
Office. Koseff noted that the Bill grew out of a need
to ensure that municipal by-laws considered novel
planning approaches and that they reflected the lived
experience of township entrepreneurs.

We use regulatory paradigms that
don't recognise the peculiarities of township
businesses, while by-laws are still overlyanchored in formalised suburban and CBD
experiences. We are thus actively looking
into shifting the basis of how townships
are regulated, to create a very novel set
of conditions which allow for a revitalised
township economy.
Key points to note, extracted from the policy document
accompanying the Bill:
The market fails townships because almost all
township firms offering goods and services that
businesses and government could potentially buy
are small, informal SMMEs who cannot access formal
markets as well as financing for the goods and
services they could provide. Though they number in
the hundreds of thousands if they are taken as a whole.
Township economies are not organised or empowered
to supply at a price, scale and quality level, buyers in
either government or industry (and therefore banks)
will respond to. As a result, they serve mainly the
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informal market that surrounds them, and employ very
few if any people on a permanent or long-term basis.
The regulations which set aside 30% of subcontracting value on any government contracts over
R30m for emerging firms provide no meaningful
opportunities for over 9 out of 10 firms actually
based in townships. Only firms that are already well
established and well-capitalised can actually service
these contracts at the scale and quality which the
specifications demand. The vast majority of firms
based in townships do not have the capacity or do not
meet the compliance standards (and do not have the
funds to change this, or the means to access them). The
result is that the only value township-based firms see
from government procurement is as providers which
add their own “transformation premium” to existing
capacity from established firms (in effect acting as
fronts) or as organisers and providers of cheap labour.
The funding targeted at SMMEs is not available
to most township firms, in large part because the
rules on how formal lending works cannot recognise
informal businesses and have no data on how risky
(or not risky) it is to lend to these firms. Banks and
development finance agencies cannot lend to any firm
turning over less than R2m per year without that firm
meeting certain conditions that very few township
firms can meet. This means not only the 30% of
government sub-contracting but also the R22bn spent
annually on Enterprise and Supplier Development
(ESD) under BBBEE scorecards doesn’t actually go to
firms which operate (and hire people) in townships.
Some dedicated funding for township businesses
will be required if they are to contribute to shared
prosperity by reducing unemployment, poverty and
inequality.
Failure to position taxi ranks and taxi routes as
enablers of economic development. The minibus taxi
economy, represented by 120,000-plus taxis operating
in Gauteng, collecting over R67m per day in fees and
accounting for 7 out of 10 commuter journeys is another
market failure abetted by policy failure. Taxi routes and
taxi ranks should be the backbone of a province-wide
network of commercial districts, high streets and real
estate providing housing to commuters. Taxi ranks,
which should be township CBD’s, are for the most part
informal street markets.
Note: The EDSE Programme’s website contains a dedicated
resource page on the draft Bill and its objectives. It will be
updated on a regular basis. It can be accessed here
www.edse.org.za/gauteng-township-economicdevelopment-bill/
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Market access
for SMMEs by
means of public
procurement
A commentary by Lana
Hopkinson
Reinforcing the important
field of public procurement
for SMMEs, the EDSE Policy
and Regulatory Team has
been working closely with the
Department of Small Business Development’s
(DSBD) unit for Strategic Partnerships and Market
Access. Together, this group has generated
dialogues with public and private stakeholders
across several provinces on the development of
the Blueprint on Public Procurement.
The Blueprint addresses the role that the Development
Bank of Southern Africa should play to influence
contracting and sub-contracting, enabling SMMEs to access
public procurement opportunities across government
departments. This strategic document, closely linked with
the SMME Masterplan currently under development by
the Department of Small Business, provides an overview
of the public procurement landscape, assessing the
constraints and challenges faced by SMMEs that hinder
their access to procurement opportunities.

The
Blueprint’s
aim
is
to
offer
constructive
recommendations to the Department which facilitate
improved SMME access to contracting opportunities with
government – and sub-contracting with bigger companies
on government contracts.
Recommendations include the use of demand
management and procurement planning to identify
potential products and services that can be rendered
by SMMEs, alongside allotments and set-asides. SMME
procurement targets in performance agreements and
strengthened consequence management are also
considered.
The EDSE team is enthusiastically continuing their
involvement in the Procurement Blueprint activities given
the positive impact this is likely to have on SMMEs’ ability
to access public procurement opportunities.

The EDSE Programme’s SMME
Media Service has become
a powerful communication
channel, sharing news
updates, research reports
and commentaries to a broad
national audience.
Daily
SMME
policy
updates
are
provided
by
our
communication
team, supplemented by shares from
participants. Members - drawn from our
Implementing Partners, other national
government departments, provincial
and local governments, researchers and
practitioners - straddle the core focus
areas of the EDSE Programme. In fact,
we have reached the 257 member limit
imposed by WhatsApp!
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CALENDAR

OF RECENT EDSE PROGRAMME EVENTS
Reports and supporting documentation from these events are available on our website.

March
04
10
10-11
17

June
SMME Masterplan workshop
SMME procurement for greater market
access
Technical specifications workshop for
the DALRRD Food Safety and Livestock
Identification Traceability Budget
Support interventions
Project Steering Committee meeting

April

05

An ecosystem dialogue to support new
collaborations, showcase effective models
and leverage Enterprise and Supplier
Development: for small business recovery
from Covid-19

12

SMME Scenario Planning: presentation of a
draft EDSE/DSBD analysis

18
19

09

The Covid-19 crisis and the Moody’s
downgrade: implications for South
Africa’s SMME sector

17

Personal Protective Equipment:
external trade opportunities for SMMEs
- constraints and future trends

May
07

Institutional responses to unfair
business Practices affecting small
enterprises in South Africa: proposals
for a Small Enterprises Ombud Service

12

Medical devices and PPE market
systems development: opportunities
for SMMEs

15

Harnessing ICT for more effective
support and recovery to SMMEs after
Covid-19

22

The role of the public and private
sector in the automotive hubs: how
to grow the township economy after
Covid-19

29

Food supply chains in the context of
Covid-19: challenges and opportunities
for township SMMEs

@EDSE_programme

EDSE Programme

An ecosystem dialogue to explore the
application of credit guarantees as a tool for
leveraging finance for high risk businesses
during periods of economic uncertainty
SMME Ecosystem and Portfolio Platforms: a
virtual showcase

July
16

Agro-processing infrastructure as an enabler
for SMME competitiveness in township and
rural economies

17

Innovation in incubation: Covid-19 response
options and opportunities for incubators

August
06

Enterprise and Supplier Development
Reference Group workshop

20

DSBD portfolio roundtable on South Africa’s
PPE cluster

21

ESD Partnerships: Building a connected
business incubation ecosystem

25

South Africa’s creative industries: How
township SMMEs can adapt and recover.

27

The impact of Covid-19 on women and their
businesses

31

Special local government workshop: The new
District Ecosystem Facilitation approach to
localised SMME development

+27 (12) 035 1113

EDSE@thepalladiumgroup.com

www.edse.org.za
Disclaimer: This EDSE Programme newsletter was compiled with the financial support of the European Union. Its contents are the sole
responsibility of The EDSE Programme and do not necessarily reflect the views of the European Union.
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