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EXECUTIVE SUMMARY 

The purpose of this document is to present a fundamental SMME support framework which serves as a guideline to promote, advocate and facilitate the creation of an enabling environment to support the development and growth of a vibrant and sustainable small business sector in Matatiele Local Municipality. This policy recognizes the important role that local small, medium and micro enterprises play in growing the local economy, creating jobs, new inventions and contributing towards poverty alleviation within MLM. However this document acknowledges limitations and challenges confronted by the SMMEs and it positions itself to submit solutions thereto in order to unblock constraints prevalent in the SMME sector through the provision of adequate support to ensure that SMME’s survive the harsh conditions to the stiff competition of well established businesses in the mainstream economy. The content of the document will prove a snapshot of responsible institutions for development of SMMEs at all government spheres and the role plays by private sector.

It is worth stating that the MLM SMME Policy will not be implemented in isolation but in conjunction with multi-sectoral policies. This detour came after key sectors of focus were identified to change status quo of different industries that could turn around the district-local economy to benefit local people and small businesses and cooperatives. The SMME Policy will focus to provide support on soft development infrastructure, key area to improve the operations of small businesses and cooperatives with the ultimate objective to sharpen the state of readiness. While multi-sectoral policies shall provide hard infrastructure support as part of molding the businesses to operate on its own in a long run. This will certainly create number of self-sustainable businesses and cooperatives that are independent of government intervention.


MLM SMME POLICY
Furthermore an SMME policy is informed by and aligned to the national and provincial legislations and policy frameworks on economic development such as the National Small Business Act (102 of 1996), the White Paper on National Strategy for the development and promotion of Small Business in South Africa and the Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises. This policy is also aligned to specific needs and opportunities in the local environment of Matatiele Local Municipality.
1

1. [bookmark: _Toc140483730]DEFINITIONS 

a. “Small, Medium and Micro Enterprise (SMME)” means a separate and distinct business entity including co-operative enterprises and nongovernment organizations, managed by one owner or more. This includes categories known as micro-enterprises, survivalist enterprises, informal sector enterprises, and formal small and medium-sized enterprises. It also covers businesses in all stages of evolution, from pre-establishment to start-up, emerging, stable or expanding, as well as enterprises in distress. Furthermore, it includes enterprises that can be characterized as family-owned, black-owned, women-owned or co-operatively owned.  
b. "Criteria" means any criteria made under this policy.



















 

1.	LEGAL REQUIREMENTS

Small, Medium and Micro Enterprises (SMMEs), also referred to as small business, play an important role in an economy. In South Africa, government recognizes the importance of this segment of business activity, so much so that a new Ministry of Small Business Development was established in early 2014.

Furthermore Government has articulated a number of measures to foster an enabling environment for SMME development in South Africa, which are included in the National Small Business Act (102 of 1996), the White Paper on National Strategy for the Development and Promotion of Small Business in South Africa and the Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises.

These measures include; creating an enabling legal framework; streamlining regulatory conditions; facilitating access to information, finance, marketing, procurement, affordable infrastructure; providing training in entrepreneurship, skills and management; facilitating access to appropriate technology.













2. [bookmark: _Toc140483731]PROBLEM STATEMENT
Matatiele Local Municipality has in the past developed an SMME Sector Plan which sought inter ilia to address an underdeveloped SMME sector. This was identified due to the sector not being able to significantly and positively contribute to the economic growth, development and creation of sustainable jobs to the residents of Matatiele. Thus the SMME policy’s overall objective seeks to reverse challenges hold SMMEs to significantly and positively contribute to the economy in its entirety such as creating sustainable jobs, skills development and etc.
3. [bookmark: _Toc140483732]CONTEXT AND BACKGROUND

Small, Medium and Micro Enterprises (SMMEs), also referred to as small business, play an important role in an economy. They can be key drivers of economic growth, innovation and job creation. In South Africa, government recognizes the importance of this segment of business activity, so much so that a new Ministry of Small Business Development was established in early 2014. The aim of the Ministry is to facilitate the promotion and development of small businesses. Matatiele struggles with an alarmingly high unemployment rate of 43% (MLM IDP 2023), which is partly exacerbated by a chronic shortage of skilled labour. Against this backdrop, MLM is aiming to put policies, strategies and programmes in place with the aim to create an enabling environment for small business.
The definition for SMMEs encompasses a very broad range of firms, some of which includes formally registered, informal and non-VAT registered organisations (The DTI, 2008). Small businesses range from medium-sized enterprises, such as established traditional family businesses employing over a hundred people, to informal micro-enterprises. The latter includes survivalist self-employed persons from the poorest layers of the population. The upper end of the range is comparable to the small- and medium-sized enterprises (SME) segment found in developed districts and provinces. 
In Matatiele, a large majority of SMMEs are concentrated on the very lowest end, where survivalist businesses are found. These businesses can take the form of street trading enterprises, backyard manufacturing and services, and occasional home-based evening jobs. The informal sector comprises almost exclusively of SMMEs; those classified as survival entities have very little growth potential and are less likely to hire staff.
4. [bookmark: _Toc140483733]RESPONSIBLE INSTITUTION

Government has established a number of institutions which would be responsible for the promotion of small business and cooperative development. 
The Small Enterprise Development Agency (SEDA) is an agency of the Department of Small Business Development. It was established in December 2004, through the National Small Business Amendment Act (Act 29 of 2004). It is mandated to implement government’s small business strategy, design and implement a standard and common national delivery network for small enterprise development, and integrate government-funded small enterprise support agencies across all tiers of government. 
The Small Enterprise Finance Agency (SEFA) was merged with the South African Micro-Finance Apex Fund (SAMAF) and Khula Enterprise Finance Limited, to cater for small businesses requiring funding up to a limit of R3 million. SEFA offers bridging finance, revolving loans, term loans, asset finance and funds working capital needs. 
The National Youth Development Agency (NYDA) was formed with the purpose of assisting young South Africans between the ages of 14 and 35 years to start businesses and to finance existing businesses. 
In order to enable and support technological innovation, as well as to enhance the global competitiveness of South African businesses, the Department of Science and Technology established the Technology and Innovation Agency (TIA). The formation of the TIA was through a merger of seven entities which were previously tasked to do the same. 	
National Empowerment Fund (NEF) was founded with the intention of offering financial and non-financial support to black empowered businesses. 
ECDC was formed in 1996 by an Act of the Eastern Cape Legislature to plan, finance, co-ordinate, market, promote and implement the development of the Eastern Cape Province and all its people in the fields of industry, commerce, agriculture, transport and finance. 
DEDEAT LRED Fund’s objective is to support Eastern Cape based entities that aim to stimulate economic growth and contribute to sustainable job creation in the province.
5. [bookmark: _Toc140483734]CHALLENGES FACED SMMEs

5.1. Access to finance and credit
Limitations of access to finance for SMMEs are very common. Given their highly conservative nature, South African banks and lenders are more inclined to put resources in small businesses in their later stages of development and are less likely to lend to start-up SMMEs. The degree of these inclinations, however, can vary depending primarily on locational differences. SMMEs in rural municipalities such as Matatiele Local Municipality find it difficult to access finance. This is mainly due to the predominantly rural nature of this district. Lack of access to finance and poor profitability, are among the chief reasons for business discontinuance in the district. Typical hindrances towards small businesses obtaining finance include: inadequate collateral on the part of the entrepreneur, a lack of credit history (Financial Services Regulatory Task Group, 2007), the inability to produce an acceptable business plan according to financial institutions, poor market research and the absence of a viable business idea, and lack of access to vibrant markets. This lack of financial support by South African Banks and lenders leads to high volume of SMMEs relying on Government grants.
5.2. Poor infrastructure
The lack of access to physical infrastructure is a key impediment to business growth and adds significantly to the cost of doing business. It is known that infrastructure is one of the key enablers for SMMEs development. Ease of access to communication infrastructure, utilities and transport, land or space at affordable prices can be instrumental to supporting new businesses. The concept of infrastructure to commercial and professional infrastructure speaks to the presence of commercial, accounting and other legal services and institutions. These services are key to promoting the sustenance of existing SMMEs and the emergence of new ones. 
Poor infrastructure would result to find it difficult to access of physical space in which to operate. It can further go to facing problems related to utilities, particularly interruptions in delivery of electricity and water supply.
7.3. Lack of access to market
The inability for SMMEs to access markets has been noted as one of the major factors threatening their longevity. Access to markets is one of the fundamental requirements (by credit providers) to accessing funding and mentorship at early stages. However, small businesses located in rural areas are at a disadvantage compared to their urban counterparts. Small size and remote location hinder them to form collectives in order to enhance their bargaining power.
7.4 Lack of basic resources
It has also been noted that one of the challenges hindering the success of the SMMEs is the lack of resources. There are SMMEs that are interconnected to economic routes and small businesses working within towns that are losing income from tourist and customers due to lack of basic resources.
6. [bookmark: _Toc140483735]OBJECTIVES

The policy specifically seeks to achieve the following objectives:

· To encourage the culture of entrepreneurship 

· To improve access to business information

· To facilitate access to skills training

· To facilitate access to business mentorship
· To facilitate access of funding support to other institutions

· To facilitate business establishment

· To facilitate business plan development

· To facilitate market opportunities through business exposure

· To improve access to markets and business opportunities

· To improve access to appropriate infrastructure and services

· To provide subside to already operating SMMEs

7. [bookmark: _Toc425700352][bookmark: _Toc425496250][bookmark: _Toc140483736]INITIATIVES TO BE SUPPORTED

7.1 [bookmark: _Toc140483737]Eligibility criteria

To be eligible for support, a SMME or co-operative must satisfy all the mandatory requirements as set out below: 
· Must be an initiative within the MLM jurisdiction. 
· Must be a SMME within the MLM with viable business idea
· Be owned by historically disadvantaged individuals (HDIs). 
· Must be biased towards women, youth and people with disabilities. 
· 60% of funding support awarded will give preference to youth/women/people with disabilities
· Must have potential to create job opportunities.
· Ability to sustain and maintain the business.
· Business must be competitive advantageous.  
7.2 [bookmark: _Toc425700353][bookmark: _Toc425496251][bookmark: _Toc140483738]Eligible sector

The intended support must be within the Matatiele priority sectors as per below;
· Agriculture
· Tourism
· Forestry
· Manufacturing
· Mining
· ICT
· Informal Traders
· Skills Development
· Any other legal sector that demonstrates potential to address objectives of economic development, employment creation, income generation and skills development
It is important, however, to ensure that MLM SMMEs meet the above requirements; Training and Mentorship programmes are to be put in place to ensure that they can compete. 

8.3. The intended support within the prescribed sector is provided in the following form
· Skills development support on entrepreneurship (Accredited Training Provider)  
	
· Business Workshops and dissemination of information

· Business Mentorship support (Accredited Mentor)

· To facilitate access to funding support that is available to other institutions

· To facilitate business establishment

· To facilitate business plan development

· To facilitate market opportunities through business exposure

8. [bookmark: _Toc140483739]APPLICABILITY OF THE MUNICIPALITY

 The policy, will apply to:

· Small, Medium and Micro Enterprises and cooperatives within MLM 

9. [bookmark: _Toc140483740]POLICY CONTENT AND GUIDELINES 

9.1 Strengthen the coordination of SMME support activities and initiatives through the establishment of a well-representative SMME Development Forum (“SDF”) consisting of local, regional and national stakeholders.
9.2 Facilitate the establishment of an effective small business support system to ensure easier access to business information, advice, training technology and market opportunities;
9.3 Promote the participation of local SMMEs in tender and procurement opportunities through an appropriate supply chain policy, tender advice and awareness creation;
9.4 Enter into strategic partnerships with relevant support organizations such as the Small Enterprise Development Agency “SEDA”, Department of Small Business Development “DSBD” and the Eastern Cape Development Corporation “ECDC” to strengthen access to financial and non-financial sector-specific support for local SMME enterprises;
9.5 Facilitate the implementation of regular research work on small business development to help improve existing small business support measures and interventions;
9.6 Work closely with organizations such as the National Youth Development  Agency (“NYDA”) and the South African Women Entrepreneurship Network (“SAWEN”) to ensure improve youth and women access to business, training and financial support;
9.7 Facilitate access to available private and public sector funding by creating financial awareness and facilitating access to business planning support;
9.8 Facilitate access to markets for local small businesses by supporting and participating in appropriate exhibitions, facilitating business linkages and promoting Broad Based Black Economic Empowerment.
10. [bookmark: _Toc140483741]INTERPRETATION OF THE POLICY

7. 
8. 
10.1 All words contained in this policy shall have the ordinary meaning attached	thereto,	unless	the	definition	or	context	indicates otherwise.
10.2 Any dispute on interpretation of this policy shall be declared in writing by any party concerned.
11. [bookmark: _Toc140483742]COMPLIANCE AND ENFORCEMENT

12. 
11.1 The administration and enforcement of this policy shall be the primary responsibility of the Local Economic Development Unit of the MLM.  The Municipal Manager with the assistance of the General Manager Planning and Economic Development shall ensure that the policy is implemented, managed and monitored appropriately.
11.2 It will be the responsibility of Council to monitor compliance with this policy.
12 [bookmark: _Toc140483743]MLM SMME BENEFICIATION

The National Development Plan (NDP) identifies several ways to support SMMEs and new firm creation, including public and private procurement to stimulate demand, easing access to finance, regulatory simplification in areas such as business registration, tax and labour regulation as well as reforms to the skills training landscape. It is hoped that the NDP can help to increase these low levels of growth in the entrepreneurial and SMME sector.

In MLM, one of the most inhibiting factors for SMMEs is the red-tape associated with Supply Chain processes. SMMEs often experience difficulty in securing contracts within the Municipality. In addition to that, those who eventually manage to secure these contracts are often crippled by the turn-around time for payment of their invoices; which compromises cash flow significantly.

To assist in addressing the above-mentioned challenges for SMMEs, it is proposed that the Supply Chain Management (SCM) Unit within MLM reduces the payment cycle for MLM SMMEs to 14 days after submission of a valid invoice to ensure that those contractors do not encounter any cash flow problems.

The LED Unit, supported by the SCM Unit will undertake and facilitate the following training/ empowerment programmes for SMMEs on an ongoing basis:

· The MLM Supply Chain Policy
· MLM Database Compliance
· Completion of Tender documentation 
· Understanding and interpreting the Terms of Reference
· Understanding and interpreting the Bill of Quantities
· The importance of a Company Profile
· CIDB Grading –  improve your CIDB Grading status
· SARS Compliance
· Invoicing and Compliance
13 [bookmark: _Toc140483744]AMENDMENT AND/OR ABOLITION OF THIS POLICY

13.1. This policy may be amended or repealed by Council as it may deem necessary.
14 [bookmark: _Toc140483745]ADOPTION AND SIGN OFF

The policy will come into effect on the date of adoption by Council and be signed off by the following:-

Signatures:


……………….…………………..


L. Matiwane


Municipal Manager


……………………………………


Cllr S Mngenela


Mayor




…………………………………….

Cllr. 

Council Speaker
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