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Introduction

= SMMEs plays a crucial role for employment, wealth creation,
development of innovations and contribution to economy.

= The NDP envisages that the small business sector will create 90% of the
expected 11 million jobs by 2030.

= 9 Point Plan priority: to unlock the potential of SMMEs, cooperatives and
other rural enterprises, to contribute into the South African Economy.

= The MTEF also highlights the important need of developing markets for
SMMEs and supporting the roll-out and sustainability of incubators.

= National Integrated ICT White Paper Policy
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The South African government recognises SMMEs as the backbone of the
economy, as SMME employers account for 14% total employment and
contribute 42% to the GDP(SEDA, January 2016).

According to this SEDA report on SMMESs, there are about 2 251 821
SMMEs in South Africa, about 133 134 of these SMMEs operate in the
transport and communications sector. It is currently not known how many of
these entities are ICT SMMEs.
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Rationale for the ICT SMME Strategy

In March 2015, the DTPS, in collaboration with the DSBD, hosted an ICT
SMME Workshop. The aim was to understand the nature of ICT SMMEs and
the challenges they face so as to inform support interventions required to
make them more competitive.

Challenges raised as hampering the devt. and growth of ICT SMMEs incl:

< high levels of concentration in the ICT market;

« spectrum allocation approach (to support SMMEs and BBBEE);

< high cost to communicate;

< inhibiting policy and regulatory environment;

< limited commercialisation of innovation,

« constraints in access to finance (no ICT SMME specific funding
mechanism);

«» skewed deployment of infrastructure.

ICT SMME Support Strategy
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Rationale for the ICT SMME Strategy

Other challenges include:

» market access;

lack of appropriate skills and entrepreneurial capabilities;

no central comprehensive database for ICT SMMES;

lack of appropriate incentive schemes (move products from the R&D

phase to commercialisation of innovation; and

* no coordination and integration mechanism to drive and monitor ICT
SMME related programmes and interventions.
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This Strategy therefore respond to these challenges and develop key
Interventions to accelerate the development and growth of small enterprises
In the ICT sector, and aims to facilitate increase in the levels of uptake and
usage of ICTs by the general small business sector.
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Strategy Goal

The ultimate goal is to unlock business opportunities and create an enabling
business and administrative environment for SMMESs in the ICT sector to
thrive and advance into successful and sustainable entities.

The Strategy aims to support start-up ICT Small, Medium and Micro
enterprises, strengthen existing enterprises and extend support
programmes to potentially viable SMMEs.
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Strategic Objectives

1) Facilitate the development and accelerated entry of SMMEs (particularly
youth and women entrepreneurs) in the ICT sector;

2) Increase levels of uptake and usage of ICTs by SMMESs across economic
sectors, and;

3) Establish a coordinated and integrated planning mechanism for the
development of ICT SMMEs.
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Definition of an ICT SMME

= The National Small Business Act (NSBA) classifies SMMEs into 5
categories i.e. survivalist, micro, very small, small and medium
enterprises.

= Proposed definition for ICT SMMEs: SMMEs that meet the criterions of
NSBA, operating within the ICT sector, either as ICT service providers,
software and content developers or electronics and hardware
manufacturers.
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Strategy Approach

The Strategy provide an assessment of the ICT industry value chain,

particularly in the Telecommunications and Information Technology (IT)
sectors.

This analysis enables government to identify the challenges that
hampers the development of the ICT SMMEs as well as to identify

opportunities for participation and development of SMMEs in the ICT
sector.
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Strategy Approach

In the Telecommunications sector, opportunities for SMMEs are
identified in broadband infrastructure deployment and the provision of
broadband services.

In the Information Technology sector, opportunities identified include
areas such as hardware, software, service and content.
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Opportunities emanating from the study

Broadband Infrastructure

= |nstallation of last mile connections

= Sub-contracting the laying of cables

» Infrastructure maintenance incl. repair broken links)

Broadband Services

= QOperate as MVNOs

= QOperate WISPs — provide wireless internet to small communities
= Qperate retail outlets for the sale of handsets and SIM cards
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Opportunities emanating from the study

Hardware

= Design, assembly, testing, configuration & installation.

» | ocal manufacturing of hardware, electronic components and devices
(most It hardware components are imported)

» Provide hardware maintenance, support and upgrades.

Software

= Specialised customization of software and training services
= Software developers

» Marketing and sales of software packages
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Opportunities emanating from the study

Content

= Script development, digital content production (incl. heritage and local
languages) and content aggregation and distribution

= Owning and managing online broadcasting platforms

= Applications development: OTT Internet driven Apps (Uber, WhatsApp)

= Develop Apps and Games that meets local needs

= Develop the central local “App store” to market and sell local Apps.
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Opportunities emanating from the study

Data Centres
= Establish data centres and comms infrastructure to access them
= |everage cloud infrastructure (innovative solutions & biz models)

Service

= Development of search engines (google, booking.com)
= Maintenance & support services

= |T consulting & ICT Training

= E-commerce

Fourth Industrial Revolution opportunities
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SMME challenges emanating from the study

= High capital investment required (e.g. setting up WISP)

= Access to funding, incentives

= Specialised skills (core skills to install and support technology)
= Access to markets

» Lack of awareness of SMME opportunities
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ICT White Paper Policy: SMME opportunities

» Digital Development Fund: provide support for innovative use by ICT
SMMESs to improve productivity, sustainability and competitiveness.

= Qpen Access regime: introduces open and shared networks, address

challenges such as:
v'ineffective competition,
v'infrastructure sharing bottlenecks,
v'duplication of infrastructure,
v'inefficient use of scarce resources

Reduces market entry barriers to competition for new entrants and
SMMEs.
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ICT White Paper Policy: SMME opportunities

= Radio Frequency Spectrum Policy:
v' defines the Spectrum as an important utility and a public good,

v introduces a shift towards non-exclusive assignment of high demand
spectrum

=  Wireless Open Access Network (WOAN):
v address competition in the mobile broadband market,
v' provides for a shared access in the use of high demand spectrum

= SMMEs can operate as MVNQOs, ISPs
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Key Interventions

= Facilitate the establishment of the Wireless Open Access Network as an
enabler for SMME participation in the ICT sector, as contained in the
National Integrated ICT Policy White Paper;

= Support the establishment of cell-phone repair shops across the
provinces, prioritising rural areas;

= Coordinate the roll-out of ICT sector specific incubation hubs, In
partnership with all relevant stakeholders, including academia and private
sector,

* Roll-out demand-side interventions, incl. capacity development
programmes, training and the awareness campaigns;

= Forge partnerships with innovation institutions to facilitate the development
of affordable applications for day-to-day management of ICT SMME
businesses;
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Key Interventions

= Create a central database for all ICT SMMESs

= Establish a coordination structure for ICT SMMEs (Project Implementation
Steering Committee) to coordinate and monitor the implementation of the
ICT SMME Support Strategy and its projects/programmes.

= Procurement: Government (including SOCs) and Private sector
procurement as a lever for ICT Small Business Development.

= Department will facilitate the implementation of the 30% set aside for
SMMEs in the procurement of services, both the Dept. and the SoCs.
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Workshop Expectations?

= Attendees to engage on ICT SMME development issues
= Share opportunities for ICT SMMEs
= Highlight challenges

* Propose additional key interventions required to address these
challenges

= Advise on areas of the Strategy

21
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Way Forward

* Provincial Consultations on the Strategy
= Analyse stakeholder submissions

* Finalise the Strategy

* Develop a detailed Implementation Plan
= Obtain Cabinet approval

22
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THANK YOU
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