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1. 
Introduction

COSATU welcomes the opportunity to respond to Government’s initiative to establish a new Small Enterprise Development Agency (SEDA) by means of the National Small Business Amendment Bill (the Bill). 

Whilst we affirm efforts to address the range of ongoing problems and inefficiencies of the current approaches to small enterprises development, we would like to know more about the various options that were considered prior to deciding on this agency option. We note with approval the close oversight role that members of the Portfolio Committee for Trade and Industry will have with the implementation of this restructuring process. We concur that it is imperative that the SEDA be successful. 

The current problems and challenges experienced by NAMAC Trust, Ntsika and related institutions include:

· An ineffective generic approach towards small business development indicating the need for differentiated services and instruments, adapted delivery concepts for the various sectors of small, medium and micro-enterprises;

· an ineffective co-ordination role by the dti’s Center for the Promotion of Small Business;

· proliferating support institutions and programmes across government with limited operational capacity and outreach;

· the need for a more bottom-up approach due to widespread regional and local differences in policy absorption;

· the need for the promotion of entrepreneurship through basic formal and technical education;

· a more significant role to be played by business associations in the

           support process;

· duplicated service delivery through different networks to small

           enterprises; 

· poor co-ordination by small business activities of other government departments towards an integrated small business strategy.

It is assumed that the incorporation of these entities into SEDA will result in reduced costs in service delivery; leverage in the money spent by the Department of Trade and Industry in development with partners in the service delivery chain; elimination of duplication in service delivery; improved access by implementing access points in local communities; improved outreach by establishing access points in areas close to small enterprises; and an 

improved impact through the establishment of service delivery networks

made up of all relevant stakeholders.
 

COSATU would like to repeat its concerns regarding the establishment of Agencies as mechanisms of service delivery. In the COSATU/NEHAWU Submission on the Social Assistance Bill to the Portfolio Committee on Social Development on 23 September 2003, this sentiment was clearly elucidated, and warrants mention here.

“We are currently constructing a National Democratic State with a developmental agenda. This means that any arm of the State must contribute to this developmental agenda.

At the same time our country has since democracy been subjected to the same ideological challenges thrust upon us by schools of thought from the neo-liberal movement. These schools of thought suggest a particular type of public service and public sector, one in which the State would play a lesser role and the Private Sector a greater role.

With regards to management of the Public Service/Sector this school of thought introduces new-managerialism into the governance and function of the Public Service. This means amongst others a separation of policy from function. This was most clearly reflected in the earlier drafts of the Agency Bill….Any institutional arrangement needs to reflect the spirit of the RDP,…..

What we must avoid is a situation that has developed with other institutional arrangements, of institutions becoming more distant from the Ministry, developing their own life, and having growing policy scope over administration and finances.”  

It is in this context that COSATU wishes to make a few brief comments and recommendations. 

2. Growth and Development Summit Agreements and current   

     commitments to promote SMME development

It is regrettable that the drafters of the Bill did not also include, in the background for this Bill, the GDS Agreements of June 2003. This would have further contextualised the challenge facing the SEDA. In particular, selected sections of the GDS are quoted here to highlight the context (emphasis ours). We therefore quote from the Agreements extensively below:

.“SECTION 2: MORE JOBS, BETTER JOBS, DECENT WORK FOR ALL

2.1. Introduction

2.1.1. South Africa has experienced a persistent structural unemployment problem and, with it, household poverty and vulnerability. The constituencies seek to promote sustainable jobs, more jobs and better jobs - in short, decent work for all. The constituencies agree that a range of immediate interventions is required and have reached agreement on the following:

a. Public investment initiatives

b. Expanded public works programmes

c. Sector partnerships and strategies

d. Local procurement

e. Small enterprise promotion

f. Support for co-operatives

g. Jobs impact and monitoring

2.1.2 The constituencies aim to halve unemployment by 2014. The agreements in this document are part of our collective efforts to achieve this objective.

2.4 Sector Partnerships and strategies

….. k. In order to be effective, sector engagement may include the following issues:

i. Decent work

ii. Marketing and branding

iii. Market access (domestic penetration and exports) and related matters

iv. Infrastructure

v. Production for basic needs

vi. Skills development

vii. Support for innovation, research and development

viii. Regulation

ix. Broad-based black economic empowerment

x. Small enterprise development, including co-operatives

2.5. Local Procurement

Constituencies agree that:

2.5.1. Procurement policies serve a number of objectives including:

a. Saving and creating jobs

b. Broad-based black economic empowerment

c. Co-operative development

d. Small enterprise promotion

e. Growing the local economy

2.5.2. This section specifically addresses the job creation aspect of local procurement, while other measures on procurement, BEE and enterprise development, including co-operatives and small enterprise, are dealt with in Section 4.

2.5.3. Local procurement, wherever possible, provides an important means of saving or creating jobs, promoting small enterprises and co-operatives, and securing growth of the South African economy.

2.5.4. The constituencies record that the Proudly South African Campaign is an important means of taking the message of local content, fair labour

2.6. Small Enterprise Promotion

Constituencies agree that:

2.6.1. Small enterprise promotion, and especially the development of black owned small enterprises, is a crucial component of job creation in the economy.

2.6.2. Small enterprise development must be based on respect for and observance of labour standards for workers and the promotion of decent work.

2.6.3. Small enterprise promotion and development requires a number of measures, including:

a. Improved linkages to large-scale enterprises

b. Access to affordable transport, water, electricity, telecommunications, and other 

    basic services

c. Access to retail networks

d. Relevant and easily accessible training in entrepreneurial, industrial relations and    

    productive skills

e. Access to capital

f. International and export marketing assistance

g. The implementation of the resolutions for the transformation of the financial sector 

    as agreed in the Financial Sector Summit held in August 2002.

2.6.4. In order to ensure the promotion of small enterprises, the constituencies agree the following: 

a. As part of its ongoing review of existing systems of support for small, medium and micro enterprise, the dti will consider proposals from constituencies on how to improve small enterprise promotion. The Nedlac constituencies will ensure that their constituencies are made more aware of existing programmes to support small enterprise.

b. The Nedlac constituencies are currently conducting a review of procurement in the public and private sectors. As part of the review, they will consider ways to ensure greater access for small suppliers. 

c. Constituencies agree to support the acceleration of the land reform programme of the Department of Agriculture and Land Affairs, and to propose ways to ensure a substantial expansion in scope and acceleration of the programme, specifically the development of small producers in agriculture, taking into account the agricultural sector strategy.
d. Small enterprise promotion is directed at support for entrepreneurs and workers of small enterprises and is intended to obtain a net employment increase and overall benefit in the economy;

e. Constituencies will endeavour to improve access by small enterprise to physical, commercial and professional infrastructure by establishing business, co-operative and labour support nodes, especially in townships and rural areas, and ensuring the upgrading of physical infrastructure within these nodes, including access to fax and internet facilities and establishing legal, accounting, industrial relations and business support clinics. These nodes will form the basis for the establishment of small and informal business and co-operative clusters. MPCCs can play an important role in this regard.

Section 3: Addressing the investment challenge

….3.1.7. The financial sector is currently in the process of finalising a charter for the financial sector, with all other stakeholders in this sector. Among other measures, the charter will commit the financial sector to substantial lending in areas of low-income housing, small enterprise and co-operative development, agricultural development and infrastructure development, as well as access to financial services and empowerment financing.

f. The public investment initiatives, expanded public works programmes, co-operatives and small enterprises referred to in section 2 of this agreement will be targeted for developing

potential learnerships, in relevant SETAs.

Section 4: Advancing Equity, Developing Skills, Creating Economic Opportunities For

                   All And Extending Services

4.5. Learnerships
… f. The public investment initiatives, expanded public works programmes, co-operatives and small enterprises referred to in section 2 of this agreement will be targeted for developing potential learnerships, in relevant SETAs.

Section 5: Local Action And Implementation For Development
5.2. Local Economic Development

5.2.1. The constituencies note that:

a. Local governments are uniquely placed to ensure integrated infrastructure development

for local economic development, and effective support for small and micro enterprise, which is critical for generating employment opportunities and meeting basic needs.”

From the above commitments, the SEDA is therefore required to align its business and operational plan to these daunting tasks. Initiating such significant institutional reconfiguration may be well-intentioned, and whilst the Board of the Agency should be instrumental in shaping the ‘business plan’ of SEDA, it is imperative that they refer to the above commitments that were drafted collectively by government, business, labour and community constituencies at NEDLAC. 

3. Implications of shifting from “business” to “enterprise” development

It is crucial to further unpack the implications of the shift in terminology, that is the specific agreement to replace ‘ “small business” wherever it occurs in the principal Act (Act 102 of 1996)’ ….with the term ‘“small enterprise”’.
 

One definition of an ‘enterprise’ is ‘a difficult or complicated project or undertaking; a unit of economic organisation or activity’. 

By comparison, the definition of a ‘business’ as ‘a usually commercial or mercantile activity engaged in as a means of livelihood; one’s regular employment, profession or trade.”

The Portfolio Committee should be applauded for appreciating the significance of these definitions and effectively changing the terminology in the Bill. It recognised that the support to be given by the SEDA would extend to economic activity that would not ordinarily be defined within the domain of a traditional business. This is a crucial intervention which we hope would ensure that the SEDA extends its support to the enterprises listed in the GDS Agreements. 

Whilst a legal definition of a ‘small enterprise’ is provided for in the Bill, it is hoped that the spirit of the shift in definition would ensure that a broader range of stakeholders are included for consultation and participation by SEDA. 

4. Specific recommendations:

In light of the above context and arguments, COSATU would also argue that the objectives of the Agency (as per section 9A(b)), should be slightly amended to read as follows:

9A. The Objectives of the Agency are to – 

(b) “promote a service delivery network that increases the contribution of small enterprises to the South African economy, and promote job creation and the alleviation of poverty and inequality.”

Furthermore, we would argue that, in terms of the functions of the Agency, 

10.(1) The Agency must – 

…(c) (vi) “facilitate, develop,co-ordinate and foster partnerships across all spheres of government, [and] the private sector and other stakeholders that include trade unions and co-operatives, NGO’s and CBO’s, that may assist the Agency to achieve its objectives;

We would argue that the objectives of SEDA would be fundamentally flawed if  partnerships are only fostered with the private sector and not others stakeholders, as listed above. It would also suggest that the establishment of partnerships of the SEDA would primarily be to establish only public-private partnerships. If the latter is true, COSATU finds this unacceptable.

5. Conclusion

The promotion of SMME development should by no means be seen to be an alternative to promoting job creation in the formal economy, but contribute to sustainable, quality jobs in the South African economy. We see the National Small Business Amendment Bill as an important piece of legislation in realising the Growth and Development Summit Agreements. In this regard, COSATU has pledged its support for the establishment of SMME’s and this Bill. It is critical that it succeeds in addressing the manifold problems experienced by SMME’s.

As stated by the Chairperson, an important linkage to the establishment of the SEDA, is the formulation of legislation regarding Corporate Law Reform. We hope to engage the Portfolio Committee in the future on this important legislation, since we have engaged actively on this matter at a NEDLAC Task Team level.
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