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DEFINITIONS

TERM DEFINITION

Cooperative

Small, medium and
micro enterprises

It is an independent association of persons who join forces to
meet their economic, social and cultural needs and aspirations
through a jointly owned and democratically controlled
enterprise, organised and operated on co-operative principles.

The International Cooperative Alliance (2007) defines a
cooperative as:

“an autonomous association of people united voluntarily to
meet their common economic, social, and cultural needs
through a jointly owned and democratically conirolled
enterprise”.

The National Small Business Act 102 of 1998 defines a
small business as:

“a separate and distinct business entity, including cooperative
enterprises and non-governmental organisations, managed
by one owner or more which, including its branches or
subsidiaries, if any, is predominantly carried on in any sector
or subsector of the economy which can be classified as a
micro-, a very small, a small or a medium enterprise”.
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1.  INTRODUCTION

1.1 Background to the Strategy

The National Development Plan 2030 (NDP} envisions a South Africa where small, medium
and micro enterprises (SMMEs) are at the epicentre of economic development, and not at the
periphery. SMMEs development contributes significantly to the country’s growth and
development. These enterprises are also important contributors to job creation and thus help

to improve the quality of lives for people and communities in the country.

The LGSETA is therefore ideally placed as a critical stakeholder of driving the economic
transformation and poverty eradication across contexts. This is largely because the local
government supports small business development through different initiatives which include
buying goods and services from local SMMEs and cooperatives. By doing so, the local
government expressly endorses the idea that SMMEs and cooperatives are capable of
functioning in an astute manner and delivering quality products and services just like their big

business counterparts.

Consequently, in discharging its mandate, the LGSETA has been supporting small-medium
enterprises and cooperatives since its inception, curious though, without a formalised strategy.
This SMME and Cooperative Development Strategy has therefore been developed to better
define a focused pathway for the LGSETA to facilitate skills development for small
enterprises and cooperatives in the local government sector. Instructively, the strategy is
aligned to Goal & of the NSDP, which relates to SMMEs and Co-operatives. The goal

encapsulates the following objectives:

¢ Toincrease SMME and Co-operatives development opportunities in the municipalities;
e Increase support for women and youth enterprises;

» Expand and improve efficiency and effectiveness of SMME service delivery;

* Create a demand for SMMEs and Co-operatives product and services;

« Boost the institutional and coordination capacity of SMMEs support services providers;
¢ Fostering entrepreneurship culture and increasing enterprise creation rate;

» Establish a dedicated network of SMME finance; and
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¢ Develop awareness campaigns to foster SMME development and support.

1.2 SMMEs and Cooperatives in South Africa

The National Small Business Act 102 of 1996 defines a small business as “a separate and
distinct business eniity, including cooperative enterprises and non-governmental
organisations, managed by one owner or more which, including its branches or subsidiaries,
if any, is predominantly carried on in any sector or subsector of the economy which can be

classified as a micro-, a very small, a small or a medium enterprise.
1.2.1 SMMEs

The actual size of the SMME sector in South Africa is difficult to measure, mainly because of
the different definitions and data limitations. Various studies and statistical databases report
different numbers. Estimates of South Africa’s SMME sector's contribution to GDP, for
example, range between 40% and 57%, and with contribution to total employment the
estimates range between 40% and 65%. From the South African legislative perspective,
notably the National Small Business Act 102 of 1996, SMMEs are categorised into five groups:

(1) survivalist, (2) micro, (3) very small, (4) small and (5) medium-sized enterprises.

Survivalist enterprises form part of the informal economy and are undertaken by unemployed
persons whose primary objective is to survive economically. The income generated is less
than the minimum income standard or the poverty line. This is the pre-entrepreneurial category
that includes hawkers, vendors and subsistence farmers. Little capital is invested in survivalist
enterprises and therefore they do not generate as much as necessary income and assets, the
owners possess inappropriate business skills and training to run the business, and the

opportunities for growing the business are limited.
1.2.2 Co-operatives

A Co-operative is an independent association of persons who join forces to meet their
economic, social and cultural needs and aspirations through a jointly owned and

democratically controlled enterprise, organised and operated on co-operative principles. The
Page 11 of 65



International Cooperative Alliance (2007) defines a cooperative as an autonomous association
of people united voluntarily to meet their common economic, social, and cultural needs through
a jointly owned and democratically controlled enterprise. Cooperatives are usually either an
agricultural form of business or a state-driven welfare intervention whereby they provide
services and products to its members. Profits in a cooperative are divided among members in

relation to the amount of the business each member has conducted with the cooperative.

The history of the South African cooperative sector started with the establishment of the
primarily white agricultural co-operatives that were intended to develop and build the white
farming community. These co-operatives eventually developed into influential business
ventures, which controlled agricultural production, marketing and processing in rural areas.
These cooperatives had substantial government support such as the establishment of the
Land Bank, Cooperatives Societies Act, Marketing Boards, state subsidies and tax
exemptions to agricultural co-operatives, etc. Black-owned agricultural cooperatives were
promoted by the then government in the 1870s and 1980s as part of the apartheid economic
grand-plans for the homelands. They, however, did not experience the type of government
support provided to white agricultural co-operatives and thereby remained underdeveloped,
with most ultimately dissolving.

Instead of classifying co-operatives by their economic activity, like SMMEs, they can be
classified according to their type, as they are associations based on the common need of their
members. Below is the classification of the types of primary co-operatives as outlined in
Schedule 1 of the Cooperatives Act No.14 of 2005.

»  Worker Cooperatives:

The purpose of these cooperatives is to provide their members with work by operating an
enterprise. These cooperatives are owned by their worker members, meaning that they are
the collective owners, obtain jobs and control the management and administration of their
enterprise. Worker cooperatives are suited to all economic sectors and can comprise of
members from a wide range of professions.
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e Financial Cooperatives:

These cooperatives offer banking services (savings, credit and investment} and insurance
services to their members. They are owned and are used by their members. Examples of
existing financial services cooperatives include Savings and credit coops (SACCOs), also
known as “credit unions” or “village banks” and burial societies who largely remain informal.
These types of cooperatives are spread across the country and currently targeted for
regulation under the Cooperatives Banks Act No.40 of 2007, that is overseen by the National
Treasury.

= Consumer Cooperatives:

These cooperatives provide their members with goods and services for their personal use.
They are owned by the consumers of the goods sold by the cooperative and can work in
various sectors. They can range from small purchasing groups (such as buying clubs or
stokvels) to large supermarket-type organisations. These co-operatives are meant to buy in
bulk and thereby ensure discounts on goods that would otherwise be more expensive if bought
in small volumes,

» Housing Co-operatives:

These cooperatives provide housing and allied services to their members and are owned by
the users/members of the co-operative. They can represent interesting options for converting
public housing and integrating low-middle income communities on well-located land. Key
partners to work with include the South African Co-operative Housing Association (SAHCA).

e Agriculture Co-operatives:

Some of these cooperatives produce, process and market, their members’ products and
services directly to the market. These are called Marketing and supply co-operatives and
are normally established by farmers for themselves. Others may also sell the inputs necessary
to their members' economic activities (such as agricultural supply co-operatives). Historically,
these have played a key role in the development of commercial farming in South Africa.
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2. LEGISLATIVE FRAMEWORK

2.1 Mandate of the Local Government Sector Education and Training Authority
{(LGSETA)

The LGSETA was established under the Skills Development Act No. 97 of 1998 with the
mandate to facilitate the implementation of skills development in the local government sector.
This stems from the fact that SETAs are concerned with education and training and are
mandated to facilitate the implementation of the National Skills Development Plan 2030
(NSDP) whose aim is to increase the skills of people in different sectors. Accordingly, LGSETA
plays a critical role in contributing to the development of a skilled and capable work force in

pursuit of a responsive, accountable, efficient and effective local government system.

The local government sector differs from other sectors in that, within the municipalities there
are not only mostly economic sectors but also political, community and social based sectors.
The sector is at the forefront of service delivery and therefore the impact of lack of skilis is
visible and felt by ordinary taxpayers and general citizens. The LGSETA is therefore ideally
placed as a critical stakeholder of driving this economic transformation and poverty
eradication. In the absence of a documented strategy, the LGSETA has been supporting
SMMEs and Co-operatives, but this has not been optimal. The LGSETA has been supporting
cooperatives, small enterprises since its inception without a documented strategy.

£.2 The Local Government and Support for SMMEs and Cooperatives

The responsibility of stimuiating and supporting the development and sustainability of the small
business and cooperative sector sits with local government and other stakeholders. As small
businesses and cooperatives are catalysts for economic growth and job creation, the
government must address the lack of business opportunities in both the public and private
sectors. The government has acknowledged that small businesses and cooperatives find it
difficult to succeed in townships and rural communities, due to the lack of adequate
investments in infrastructure and lack of appropriate policies to protect informal businesses.
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There are 257 municipalities in South Africa, comprising eight metropolitans, 44 district and
205 local municipalities. The constitution provides for three categories of municipalities
namely: category A municipality (metropolitan municipalities), category B (local municipalities)
and category C (district municipalities). They are focused on growing local economies and
providing infrastructure and service. The local government sphere is the closest to the people.
Municipalities have a constitutional mandate to undertake a developmental approach in
implementing policies and programmes. Municipalities are to exercise powers and functions
to maximise the impact of social development, meeting the needs of the poor and ensuring
growth of the local economy.

Local government should create an enabling environment to co-operatives and small
businesses, provide both financial and non-financial support, and promote intergovernmental
relations to deliver to the sector, encourage private sector involvement and support informal
trader organisations. A focus should also be given to increasing agencies such as SEDA's
footprint, directing specific interventions to the rural areas, working with co-operatives and

prioritising sectors in the economy.

SMMEs and co-operatives are expected to be an intricate part of local economic development
strategies. The 1998 White Paper on Local Government is a significant policy document that
articulates the shift towards a developmental local government that is people- centred. The
Paper describes developmental local government as “local government committed to working
with citizens and groups within the community to find sustainable ways to meet their social,
economic and material needs and improve the quality of their lives. The White Paper on Local
Government explains 4 interrelated characteristics of developmental local government that

include:;

+ To maximise social development and economic growth;

¢ To integrate and co-ordinate the development activities of a variety of actors;

s+ To democratise development by empowering communities to participate meaningfully
in development; and

+ To provide leadership, promote the building of social capital and create opportunities

for learning and information sharing.
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It is therefore imperative that municipalities facilitate the development of small enterprises and
co-operatives and help build partnerships and networks with local communities and the private
sector. This is in addition to assisting both National and Provincial spheres of government to
achieve their developmental goals.

2.3  Small Business Development in South Africa

SMMEs are critical for overall employment and job creation. SMMEs are responsible for the
greater part of employment in the South African economy. Small enterprises account for an
uneven share of gross job creation with almost 80% of all new jobs being created in enterprises
with fewer than 50 workers. Entrepreneurship does not only add to the economic development

and employment but also creates services.

Over the past 15 years, significant policy development has occurred to take forward
government’s commitment to co-operatives. In this regard, the Broad Based Black Economic
Empowerment Act (No.53 of 2003), the Cooperative Development Policy for South Africa
(2003) and the Co-operatives Act (No.14 of 2005) are crucial policy piflars for the development
of a cooperatives sector. In 2007, President Mbeki kept the stimulation of co-operatives on
the policy agenda with reference to interventions required to address the country’s’ second
economy. In 2001, Cabinet resolved that the mandate for the development and promotion of
co-operatives be transferred from the Department of Agriculture to the Department of Trade
and Industry (the dti). This was to provide co-operatives with recognition in communities and

the economy to encourage them to thrive.

2.4  The National Development Plan 2030

The NDP now stands as the overarching vision for the country. The plan aims to create jobs
in the economy by shifting the economy away from its traditional reliance on resource-
intensive industries towards more labour-intensive beneficiation activities. It has a strong focus
on skills development. Upscaling of skills development in the local government sector is
essential to reach all employees through the LGSETA with the aim to address the NDP's
requirement for a capable state.
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Eight areas have been identified as central to developing a capable and developmental state
and these include the need to:

1. Stabilise the political-administration interface to build a professional public service that
serves government;

Make the public service and local government administration careers of choices;
Develop technical and specialist professional skills for the state to fulfil its core
functions;

4. Strengthen delegation, accountability, and oversight and make it easier for citizens to
hold public servants and politicians accountable for the quality-of-service delivery;
Improve interdepartmental coordination;

6. Take proactive approach to improve relations between national, provincial and local
government;

7. Strengthen local government and take a long-term approach to developing skills
together with a professional ethos and commitment to public service; and

8. Clarify the governance of state-owned entities.

Areas 1, 2, 3, 4, and 7 are of particular importance for the LGSETA as it is in these areas that
the LGSETA can have a direct impact and contribute towards by funding innovative skills
development interventions.

25  New Growth Path (NGP)

NGP calls for the re-industrialisation of the economy and the expansion of the manufacturing
sector. It has targeted the creation of five million new jobs and the development of 50 000
artisans by 2020, by focusing on skills development and in particular, the development of
scarce artisanal and engineering skills.

The adoption of the New Growth Path has a broader impact on the how the LGSETA responds

in its facilitation of skills development in the local government sector.

2.6  The Strategic Integrated Projects

The Strategic Integrated Projects (SIP) include 18 catalytic projects that can fast-track

development and growth. The SIPS requires a more focused approach to  artisan,
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technologist and engineering skills development which is a government initiative supporting
the New Growth Plan. The government’s adoption of 18 SIPs will impact LGSETA's skills
development strategy over the next few years.

2.7  Industrial Policy Action Plan (IPAP} 3

The IPAP 3 aims to address the underlying structural problems in the SA economy, by
encouraging the development, growth and increased competitiveness of the South African
manufacturing (Value Added) sector and in the process create 5 million new jobs over the ten-
year period from 2010 to 2020.

As IPAP focuses on key aspects of the local government sector the LGSETA has a
responsibility to support economic development plans with corresponding skills development
initiatives. The skills needs resulting from IPAP interventions should be factored intc the
LGSETA planning.

28 Comprehensive Rural Development Programme (CRDP)

Cabinet approved the CRDP in 2009 which is premised on 3 phases: meeting basic human
needs, large-scale infrastructure development, and the emergence of rural industrial and
credit financial sectors, which is driven by small, micro and medium enterprises and village
markets. The creation of decent work and sustainable livelihoods lies at the heart of the CRDP.
Segregation in education and employment left a South Africa with inequality and economic
inefficiency.

LGSETA needs to play its role in upskilling and education of workers to meet the demands of
changes taking place in the national economy and the training and development of SMMEs.
The underlying approach of the programme is that education and training should be available

to all people, in all areas of our society.
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.9 White Paper for Post-School Education and Training

It is a definitive statement of the government's vision for the post-school system, outlining its
main priorities and strategies for achieving them. It is a vision for an integrated system of post-
school education and training, with all institutions playing their role as parts of a coherent but
differentiated whole. These institutions include the colleges and universities whose main
purpose is the direct provision of education and training and, in the case of universities, the
conduct of research. They also include institutions that support the education and training
process, such as the SETAs, the National Skills Fund and the advisory, regulatory and quality
assurance bodies such as the South African Qualifications Autherity (SAQA) and the Quality
Councils.

The LGSETA will be expected to continue to play a significant role to facilitate access to skills
development and training to develop a skilled and capable local government workforce as well
as to develop potential new entrants through its various interventions that talk to the objectives
of the White Paper.

210 Natlonal Skills Accord

The National Skills Accord is a multi-constituency agreement between business, organised
labour, community constituents at the National Economic and Development Labour Council
(NEDLAC), and government. It was signed to support the New Growth Path target of creating
five million jobs by 2020. The Accord identifies eight commitments in relation to training and
skills development that need to be implemented by the constituencies to achieve the New
Growth Path. The LGSETA will need to ensure that the programmes it funds contribute to the

achievement of the Accord commitments.

$41 National Skills Development Plan (NSDP) 2030

The National Skills Development Plan (NSDP 2030) acts as the overarching strategic guide
for skills development and provides direction to sector skills planning and implementation in
the SETAs, and the framework for the skills development levy resource utilisation by these
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institutions and the NSF. The strategy also sets out the linkages with, and responsibilities of,
other education and training stakeholders.

Furthermore, the NSDP 2030 identifies seven key developmental and transformative
imperatives of race, class, gender, geography, age, disability, and HIV and AIDS pandemic
that will inform the nature and scope of skill development interventions by SETA’s. The
strategic intent of the NSDP 2030 require that the LGSETA continuously assesses the extent
to which it is responsive to the skills development needs of the local government sector, given
the aspirations of becoming a developmental local government sector. To this end, the

LGSETA's strategic oriented outcomes are closely linked to the goals of the NSDP 2030.

212 Green Economy Accord

The South African government, together with organised labour, business and community
constituencies, signed the Green Economy Accord in 2011 as an outcome of social dialogue
on the New Growth Path. The Accord iaunches a green partnership intended to create large
numbers of jobs, provide a spur for industrialisation and help to create a sustainable future for
this and the next generations. LGSETA needs to help develop new skills needed by the
industry and strong capacity in green technologies to create higher share of green sectors in
the economy, more jobs, reduced energy etc.
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3. SKILLS NEEDS IN SMMEs and COOPERATIVES

In order for SMMESs or cooperatives to perform well and achieve preset objectives, the have
to be well managed. Clearly therefore, in order to determine the skills that are required in the
SMME and Cooperatives domains, there is a need to be cognisant of the roles of managers
in organisations. To this end, the framework of managerial roles as proposed by Henry
Mintzberg is instructive. As illustrated in Figure 3.1, Managers, irrespective of the specific
nature of organisations that they steer, discharge ten roles that are however, broadly
categorised into three and these are interpersonal roles, informational roles and decisional

roles.

The interpersonal roles are concerned with how the manager connects with other individuals
in the team or organisation. This category includes actions of a manager as a leader,
figurehead and a liaison between employees and other internal stakeholders. To complement
this, managers also generally play informational roles which dictate that the manager should
always recognise the importance of information and use it in the best possible way, to advance
the organisation. When a manager acts as a monitor, spokesperson and/or disseminator, the
informationai role is being discharged. The decisional roles recognise the critical responsibility
that manages have to always make choices between competing options, as inspired by a
commitment to drive improved performance in the organisation. Decisional roles include all
the actions of the manager as a negotiator, resource allocator, disturbance handler and
entrepreneur. So, the skills needs of SMMEs and Cooperatives are likely to pivot around
these roles. Certainly, the discharge of these roles typically translates into better performance
and possibly sustained growth of the organisation.
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Figure 3.1: Mintzberg’s Managerial roles

3.1 Skills Needs in SMMEs

In 2021, the LGSETA partially demonstrated its commitment to local economic development
by commissioning a study to identify the skills needs of established and emerging small
enterprises. Relying on a sample of 1119 respondents drawn from all provinces in South
Africa, except the Free State, the study established that the skills needs of SMMEs could be
organised according to the categories of business management skills, financial management
skills, technical skills and soft skills.

While a range of different skills needs were identified in the report, it was pertinent to
synthesise the skills needs and determine which of them were associated with small
businesses that have been in operation for a while and those that were deemed as emerging.
Table 3.1 presents the top ten skills associated with both cohorts of small enterprises.

Page 22 of 65



Table 3.1: Top ten skills needs among SMMEs

Already-established small enterprises | Emergent small enterprises
Business management | Business management
“Finangial management | Financial management
Communication Project management

Project management Communication
Legal and compliance ~ | Legal and compliance ]
| Accounting Accounting

Logistics o Logistics o
| Procurement Procurement
:' Human Resources Information Tec_hnologg_;
f Information Technology Electrical Engineering

In addition to the skills in Table 3.1 that are essentially management-related, the study also
unveiled skills needs among SMMEs that are induced by emerging technologies. A catalogue
of skills needs in this regard were identified. The skills needs were unlimited to computer skills,
data analytics, online marketing, robotics, website publishing and social network advertising,
among others.

Furthermore, the reality of the world of small businesses is that the rate of failure especially
amongst new established businesses is quite high. This is more so in a developing ecenomy
context, like South Africa. This reality makes it imperative for coaching and mentoring
interventions to be encouraged by LGSETA as it seeks to empower SMMES. In essence, while
the coaching aspect of the intervention would aim to improve the performance of the SMME
owner with respect to his/her business, the mentoring aspect would take a more holistic
approach and focus on the overall development of the beneficiaries of support provided by
LGSETA for targeted SMMEs.

3.2  Skills Needs in Cooperatives

Some of LGSETA's research efforts in 2021, were also channelled towards determining the
skills needs among Cooperatives. This was inspired by the recognition of the important role
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played by cooperatives in the socioeconomic development, particularly of communities in local
areas. The Cooperatives Act No. 14 of 2005 classifies cooperatives into financial cooperatives,
consumer cooperatives, worker cooperatives, housing cooperatives and agricuiture

cooperatives.

On the basis of data collected online from 708 respondents drawn from the country’s
municipalities, the study established that skills needs of cooperatives can be broadly grouped
into four categories: business management, financial management, technical skills and soft
skills.

As part of the results of the study, the skills needs of established cooperatives relative to those
associated with emergent cooperatives were determined. Admittedly, while the list of skills
needs may have been lengthy, the top ten skills needs associated with cooperatives is
presented in Table 3.2.

Table 3.2: Top ten skills needs among Cooperatives

Already-established Cooperatives Emergent Cooperatives
Financial management Financial management ]
Business management - Business management

| Human Resources Human Resources

i?roblem Solving Project managément |
Project management Problem Solving
Legal and compliance | Communication

 Chefs Legal and compliance
Plumbing | Accounting

| Communication Logistics

Warketing Procurement - R

The situation with cooperatives mirror that of the SMMEs in the sense that many newly
established cooperatives struggle to survive and many end up closing down. To mitigate this
challenge, exposure to coaching and mentoring interventions would be crucial. Such

Page 24 of 65




i

interventions will provide a veritable guide for the cooperatives and its members as they
navigate the turbulent environment of the business world in which they operate. As highlighted
for SMMEs, the coaching component of interventions in this regard would be aimed at
performance improvement of the cooperatives, by ensuring that guidance for the running of
the organisation and the pursuit of its objectives are provided. With respect to the mentoring

portion, the fundamental concern will pivot arcund the overall development of the mentee.
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4. SMMEs and COOPERATIVES DEVELOPMENT STRATEGY

4.1 Preamble to the strategy

The Minister of Higher Education and Training relicensed the LGSETA, and Training, for the
period of April 2020 to March 2030, to operate within the skills development framework
articulated in the National Skills Development Plan 2030 framework.

The NSDP 2030 sets the skills devefopment goals that all SETAs should attain over a five-
year period and to which this Strategic Plan seeks fo address. The NSDP 2030 provides
guidelines for the country’s priority skills areas and that should in part inform SETA funding
decisions for skills development initiatives. The NSDP 2030 identifies seven key
developmental and transformative imperatives that are required to inform the nature and
scope of skills development interventions by SETAs. These are: race, class, gender,
geography, age, disability, and the HIV and AIDS pandemic.

In line with the mandate of the LGSETA, the SMMES and Cooperatives development strategy
seeks to holistically improve the capacity of these types of businesses to operate more
efficiently and effectively, sustain themselves and grow while contributing to overall local
economic development. In the main, the strategy defines the route that the LGSETA would
follow in its quest to discharge its mandate as it SMMEs and Cooperatives. Against the
backdrop of the role that SMMEs and Cooperatives can play in mitigating the scourge of
unemployment, poverty and inequality that confronts the South African state, the importance
of a strategy that seeks to capacitate these businesses with the requisite skills to operate
competitively in the modern economy cannct be over-emphasised. To this end, the sirategy
serves as the bridge that LGSETA employs to change the current skills situation of SMMEs
and Cooperatives from its current level which is largely dissatisfactory and accounts for the
high failure rate of this cohort of businesses to the level of higher competencies that would

engender better business performance.

For the SMMES and Cooperatives development strategy to be considered as befitting, the
recommendation of Thompson, Peteraf, Gamble and Strickland (2012) that strategies should
strive to pass a three-dimensional test which interrogates internal, external and dynamic
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fitness is instructive. This recommendation has been considered and to a large extent has
informed this SMMES and Cooperatives development strategy. in this regard, internal fitness
is concerned with the extent to which the strategy is compatible with LGSETA's mandate,
resources and structure. External fitness relates to the degree to which the strategy is attuned
to the prevailing conditions in the macro-environment. On its part, dynamic fithess is
considerate of the potential of the strategy to evolve over time given that the spectrum of
micro- and macro-environmental of factors, that dictate the strategy, are in a continuous state

of flux. In the course of developing the SMMEs and Cooperatives strategy, the typical strategy
formulation process as illustrated in Figure 4.1 has been followed.

pe

Environmental
analysis

S 4

Figure 4.1: Strategy formulation process

4.2  Vision, Mission and Core values

“ oy,

A highly skilled and capable local government.
4 i “

VISION

To build local governments’” ability to meet its developmental needs
through innovative approaches, effective capacity building and strafegic
partnerships.

MISSION
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VALUES

Customer-centric; Responsive; Passionate; Integrity;
Collaborative; Innovative.

The LGSETA is actively aligning itself with the strategic objectives of the Department of Higher

Education and Training (DHET) in carrying out its mandate. Critical to this alignment process

is the need to drive and live a value system which will drive the necessary change in the

organisation and in the way we engage various stakeholders. Table 4.1 shows the meanings

of the values of the organisation and the LGSETA of operationalising these vaiues in the

course of its work.

Table 4.1: Values, Meanings and the LGSETA Way

Value

Customer-centric

Meaning

A strategy and a culture of doing
business that business that
focusses on creating the best
experience for the customer and
by doing so, builds brand
loyalty. Client-centric
organisations ensure that the
customer/stakeholder is at the
centre of an organisation’s
philosophy, operations or ideas.

LGSETA Way

We put the customers
(stakeholders) first and at the centre
of everything that we do

Responsive
|

Reacts quickly and effectively to
a wide range of events relevant
to the organisation, as they
oceur, and is also one that is
managed in such a way as to be
rapidly and effectively evolve in
response to changes in the
business environment.

Indicates our ability to respond to
changing conditions and
stakeholder interactions as they
occur
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Meaning LGSETA Way

Passionate Your drive, ambition and the We have a strong drive to change
love of what you do and who an idea or a method into impactful
you serve. service delivery

Integrity We often define integrity as We act with honesty and are
doing the right thing when no consistent in whatever it we are
one else is around. It is the doing based on ethical principles

ability to act with honesty and be | and the law
consistent in whatever it is you
are doing based on the
particular moral value or belief
compass you have

Collaborative Working practice whereby We work together towards a
individuals work together for a common goal that benefits the
common purpose to achieve team and organisation

business benefit. Collaboration
enables individuals to work
together to achieve a defined
and common business purpose

Innovative When an organisation We contribute ideas and solutions
introduces new processes, to workplace challenges or
services, or products to affect problems

positive change in their business

4,3  Purpose of the strategy

The LGSETA is guided in its efforts by the National skills development plan (NSDP) 2030 that
seeks fo drive economic growth, employment creation and social development by ensuring
that South Africa has a pool of adequate, appropriate and highly skilled persons. In this regard,
specifically, LGSETA bears a responsibility to address sector skills needs and priorities in the
context of SMMEs and Cooperatives, as this would contribute to the realisation of the eight
outcomes of the NSDP 2030 which have been expressed as:

Outcome 1: Identify and increase production of occupations in high demand
Outcome 2: Linking education and the workpface
Outcome 3: Improving the level of skills in the South African workforce

Outcome 4: Increase access to occupationally directed programmes
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Outcome 5: Support the growth of the public college institutional type as a key provider of
skills required for socio-economic development

Outcome 6: Skills development support for entrepreneurship and cooperative development

Outcome 7: Encourage and support worker initiated training

Outcome 8: Support career development services

Accordingly, this SMMEs and Cooperative Development strategy forms part of the LGSETA's
effort to create an enabling environment for sustainable, growing SMMEs and Cooperatives
in South Africa. Primarily, the purpose of this strategy is to define the approach that the
LGSETA would follow in its quest to increase skills development support for entrepreneurial
activities and the establishment of new enterprises and cooperatives as specified in Outcome
6 of the NSDP 2030.

To give the much-needed verve to this strategy, LGSETA subscribes to five strategic priorities
inspired by the conviction that this would contribute towards addressing the challenges faced
by SMMEs and Cooperatives. The logical consequence of addressing the challenges that
encumber SMMEs and Cooperatives is that the chances of survival and sustainability of such
businesses would be improved given that enhanced skills typically corelate with better
performances. These five priorities include:

Priority 1: To continuously support Co-operatives and small enterprises and improve

current skills development and training interventions conducted by LGSETA

e  Priority 2: Focus LGSETA SMMEs and Co-operative programmes activity on areas of
highest impact

¢ Priority 3: Create a clear delineation of responsibility between LGSETA and other local
government agencies; improve coordination and collaboration between other areas of
government and with the private sector

*  Priority 4: Increase focus on support for Co-operatives

*  Priority 5: Improve access to LGSETA SMMEs and Co-operatives support information
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44  Environmeptal Analysis and Strategic Initiatives

An understanding of environmental factors is pertinent to the formulation of any strategy.
Consequently, in the development of the SMMEs and Cooperatives development strategy, it
was necessary to examine the external as well as the internal environments of LGSETA as
these would to a large extent dictate the content of the strategy and trajectory for skills
development targeted at SMMEs and Cooperatives that it would define.

By so doing, the SMMEs and Cooperatives development strategy would be anchored in the
reafities of the web of factors in LGSETA's operating environment. Invariably, such a strategy
that is duly cognisant of the factors in its business environment would satisfactorily meet the
expectations of external fitness as well as internal fithess of a strategy.

For the purpose of this strategy, the macro-environmental analysis results for LGSETA (see
Figure 4.2) as captured in the organisation’s 2020/21 — 2024/25 strategic plan, remains

relevant.

POLITICAL

 UBCom

o High fian
adr

o Landd erorconiabion B unider review

ENVIRGNMENTAL

;e vl

Figure 4.2: External environmental analysis based on the PESTEL framework.
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As shown in Figure 4.2, LGSETA has employed the PESTEL framework for environmental
analysis and identified several factors in the political economic, social, technological,
ecological and legal environments that could inform the organisation’s operational trajectory.
Inferentially, some of these identified factors would also have a bearing on the SMMEs and
Cooperatives development strategy. Therefore, as part of the process of developing the
strategy, it is worthy to be cognisant of the identified factors in LGSETA's environment as they
would form the backdrop against which the external fitness of the SMMEs and Cooperatives
development strategy can be determined.

With respect to the internal fitness of the SMMEs and Cooperatives development strategy,
due cognisance has been accorded to the micro-environment of LGSETA. Structure-wise,
the organisation has a well-established national footprint that could be leveraged for offering
skills development interventions SMMEs and Cooperatives that are understandably,
numerous and widely dispersed across the country. Specifically, LGSETA has fully staffed
and well-equipped provincial offices that enable accessibility to its services across all
provinces. The visibility and accessibility of the organisation is furthered by the use of satellite
offices by the LGSETA. The reality that staff are also representative of the demographics of
the South African population is worthy to be noted. Particularly, however, the strengths and
the weaknesses of the LGSETA as presented in Figure 4.3 are important considerations for
the SMMEs and Cooperatives development strategy.
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LGEETA

STRENGTHS WEAKNESSES
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= Stakeholders are a stable
Srougs

=Diversity of Staff profile
~Operations cuts across
industries
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through research and SspP

=Strategic Partnerships with
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Dutcome)
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Figure 4.3: Strengths and weaknesses in LGSETA’s micro-environment

The formulation of an effective strategy must necessarily feed off a tacit knowledge of
strengths and weaknesses in LGSETA’s micro-environment alongside the opportunities and
threats that lie in the authority’s macro environment. In reality though, it may not be pragmatic
to deploy all LGSETA's strengths, address ali its weaknesses, exploit all opportunities or
mitigate all threats as it seeks to strategize so as to effectively contribute towards capacitating
SMMEs and Cooperatives with the requisite skills for improved business performance.

Consequently, on the basis of the knowledge related to the micro and macro-environments of
LGSETA gleaned from the results of the environmental analysis undertaken, strategic
initiatives for SMMEs and Cooperatives development that are anchored on relevant strengths,

apposite weaknesses, exploitable opportunities and pertinent threats can be formulated.
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Extant Strengths Extant Weaknesses
1. Availability of finance | 1. Poor record keeping and
2. Profound institutional contract management
knowledge 2. Weak performance
3. Good procurement anagement syster
systems 3N s
4. Cross- Tndustry rmm. disposition.
Extant Opportunities [N

1. Strong state support
2. Stable stakeholder poot

3. Hlm ‘demand for skills
enhanw'nent

m skl!ls dm‘eiopmeﬂlln
the

S hgqéjﬁrwmrm partners.

Extant Threats

1. Political interference

2. Non-payment and
inconsistent payment of
levies by municipalities

3. Misalignments between
academia, local governmenis
and LGSETA

4. Frequent changes in policies
and priorities

5. Migration of skills

Figure 4.4: Strategic initiatives matrix
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This would ensure that the initiatives that collectively inform the SMMEs and Cooperatives
development strategy are dictated by the realities of the external operating environment and
the internal complexion of LGSETA. To this end, the strategic initiatives matrix, as presented
in Figure 4.4, has been employed as the framework for articulating the high-level initiatives
that would lend themselves to meaningful development of skills in SMMEs and Cooperatives
business cohort.

As depicted in the strategic initiates matrix (Figure 4.4), the SMMEs and Cooperatives
Development strategy will mirror the quartet of strategic initiatives outlined. There are two
strategic initiatives that tap into the strengths of LGSETA in order to exploit identified
opportunities that were identified. In this regard, LGSETA’s is predisposed towards:

+ Allocating requisite resources to service the existing need for skills development in the
cohort of SMMEs and Cooperatives

e Leveraging the adequate skills planning capacity at LGSETA to create bespoke
capacity development interventions that will be supported by willing partners.

Additionally, another strategic initiative was formulated by matching the LGSETA's strength of
‘cross industry reach’ to the existing threat of misalignments between those who may be
considered as critical role players in the effort capacity-building for SMMEs and Cooperatives.
Consequently, LGSETA’s is inclined towards:

» Uiilising its strength of a cross-industry reach to ameliorate the threat of misalignments
between academia, local governments and LGSETA
Undoubtedly, this would aid any capacity development efforts that are aimed at the SMMEs
and Cooperatives.

Furthermore, LGSETA recognises the feasibility of exploiting two of the identified opportunities

in its macro-environment to address two inter-related weaknesses in its internal environment.
Owing to this, LGSETA would work towards:
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» Engaging its stable pool of stakeholders and tapping into the existing state support
in its quest to address a range of administrative weaknesses unlimited to the records

and risk management functional areas.

In driving this opportunity-weakness strategic initiative complementarily with the other
strategic initiatives, the LGSETA is convinced that its ability to deliver capacity development
interventions for the SMMEs and Cooperatives in an effective manner would have increased
impetus. Instructively, this would pave the way for higher levels of success to attend the
capacity development efforts aimed at the SMMEs and Cooperatives.

4.5  The theory of change

LGSETA aims to stimulate a change in the current skills situation in the SMMEs and
Cooperatives cohort. While the challenges that confront such businesses may be numerous,
the conviction of LGSETA is that skills development for such businesses is a veritable antidote
for the challenges. LGSETA recognises that the dire circumstances of poverty, unemployment
and inequality that confronts South Africa which inevitably portend a bleak future for
communities can be partially attributed to a subdued small business sector that harbours
SMMEs and Cooperatives. This is problematic and worthy of being addressed with a clear

intention to change the unpalatable situation.

Undoubtedly SMMEs and Cooperatives have an unassailable role to play with respect to
reducing poverty, unemployment and inequality while concurrently contributing to sustainable
socioeconomic development. Rather unfortunately, the relevant skills required to steer
SMMEs and Cooperatives to success are currently lacking and this explains the trend of low
productivity and high failure rates that are characteristic of businesses in this category. To
change the situation of inadequate skills that encumber SMMEs and Cooperatives, LGSETA
in line with its mandate, is positioned to drive the development of the requisite competencies

and much-need skills for this category of businesses.

A catalogue of initiatives will be provided to capacitate the SMMEs and Cooperatives with the
skills that are required for them to operate competitively in the contemporary business world.
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LGSETA

In this regard, skills development interventions would be purposefully designed and
implemented to capacitate the SMMEs and Cooperatives to instigate desirable situational
changes among them. The manifestation of the expected changes would take the form of
SMMEs and Cooperatives that are realising higher levels of business performance creating
employment opportunities for other members of the population and energising commercial
activities in their localities. Obviously, a consistent increase in the pool of SMMEs and
Cooperatives that are capacitated with the right skills, over a number of years, would have
significant and positive macro-level implications for the broader South African society.

The dovelopmont reauits of
achleving specific sulcomes

WWinal we aim Lo change

Tha madium term Mmsuits for specific
baneficiaries that am the conseguance
of achlieving specHic outpuls

Witual e wish to achivee

The final produc ts, or goods and
sonices produced for dolivery

WWhat wo produce of doliver

The procouses or actions that use a
ranga of Inpuls o produce the dosired
oulputs and ultimately cutcomes
What we do

The rescurcos that contribute to the
prodection and delivery of outputs

Whal wo use 1o do The work

Figure 4.5: Prototypical resuits chain

Markedly, prescripts of the results-based management (RBM) school have been relied upon
for the formulation of the SMMEs and Cooperatives development strategy given the premium
placed on the realisation of results which bear the hallmarks of service delivery by strategies
or programmes of the LGSETA. For the SMMEs and Cooperatives development strategy,

therefore, some of the prescripts of a results-based management orientation have been relied
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upon. The results chain framework which is linked to the RBM school has been employed to
illustrate the theory of change of the SMMEs and Cooperatives development strategy. The
results chain framework which is endorsed by the Department of planning, monitoring and
evaluation (DPME) as an essential planning tool that comprises five major components. These
are inputs, activities, outputs, outcomes and impacts (see Figure 4.5).

While there may be five elements in the results chain, there are only three types of results that
are reflected therein. These results are outputs, outcomes and impacts. Qutputs describe
deliverables that are rendered upon the successful execution of activities. In the words of the
DPME, outputs describe “the final products, goods or services produced for delivery’.
Outcomes are benefits that crystallise to the target population due to the delivery and usage
of delivered outputs. In the words of the DPME, they refer to “the medium-term results for
specific beneficiaries that are a logical consequence of achieving specific outputs”. Impacts
are typically benefits accruing at a macro-level on an equitable basis due to the sustenance
of outcomes over a long term. According to the DPME, the result level of impacts capture “the
developmental results at a societal level that is the logical consequence of the achievement
of outcomes”.

Figure 4.6 presents the entire results chain for the SMMEs and Cooperatives development

strategy and diagrammatically illustrates the ‘means’ in the form of inputs and activities that
the LGSETA would utilise to realise the ‘ends’ of outputs, outcomes and impacts.
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LGSETA’s subscription to the RBM approach ensures that those who will saddle the
responsibility for steering the SMMEs and Cooperatives Development strategy prioritise the
results of outputs, outcomes and impacts that are expected to be realised. This RBM
approach is aligned with the preference of the DPME as well as the National Treasury,
principally because it is results-focused and will inevitably improve the chances of satisfactory
service delivery.

As shown in the results chain for the strategy (Figure 4.6), what the LGSETA really wishes to
achieve among the targeted population of SMMEs and Cooperatives finds expression at the
outcomes level of the results chain. There are three outcomes that the strategy seeks to
realise and these are:

1. Better performing SMMEs

2. Better performing Cooperatives

3. Increased employment in supported SMMEs

Should these outcomes be realised and sustained over a long period of time, they would
logicaily and significantly contribute to the crystallisation of the critical impact of:

1. Improved local economy

However, to enable the emergence of the three outcomes shown in the results chain that lend
themselves to the stated impact, the delivery of the outputs reflected in the results chain is
non-negotiable. The outputs to be rendered include:

1. Purpose-fit SMMEs skills programmes

2. Purpose-fit Cooperatives skills programmes

3. Capacity-building partnerships

The identified outputs are themselves, attributable to the execution of a string of activities, the
critical set of which are presented in the results chain. So, LGSETA would:

1. Hold stakeholder consultative sessions

2. Enter into agreements with relevant partners

3. Identify skills needs among SMMEs and Cooperatives

4. Design of skills development programmes
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5. Identify prospects in the SMMEs and Cooperatives that would be exposed to
capacity building interventions

As is to be expected, for the activities to be executed, the key inputs required, as listed in the
results chain, would include:

1. Human resources

2. Funds

3. Partners

4. Relevant legislations

46  Performance Measurement

To promote evidence-based decision making entrench a culture of transparency and
accountability with respect to LGSETA's efforts at skills development for SMMEs and
Cooperatives, from a strategic perspective, it is imperative to track the delivery of touted
results. Consequently, indicators, that will serve as the instruments of measurement of
progress towards the achievement of desired results are required for the SMMEs and
Cooperatives Development strategy. According to Kusek and Rist (2004, there are two key
types of monitoring: Implementation monitoring and results monitoring. While Table 4.2 serves
the purpose of results monitoring, tables 4.3.1 to 4.3.3 are for implementation monitoring.

Table 4.2: Results and Indicators for the SMMEs and Cooperatives Development strategy

Results Indicators

Impacts

Improved local economy Local GDP

Outcomes

Better performing SMMEs Number of capacitated SMMEs generating increased
revenues
Number of people in SMMES trained on entrepreneurial
skills

Better?)e_rming "Number of capac%ﬂ (Hapera_tiv_es realizing stated

Cooperatives objectives, annually
Number of people in Cooperatives trained on
entrepreneurial skills
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Increased employment in

| Number of employees in capacitated SMMEs

 supported SMMEs
Outputs

Purpose-fit SMMEs skills
programmes

Number of skills programmes reflective of an SMME-
focussed curriculum

Number of people who participated in SMMEs skills
programmes

Number small and emerging enterprises (SMMEs) supported
with training interventions

}
| Purpose-fit  Cooperatives
skills programmes

Number of skills programmes reflective of an Cooperatives-
focussed curriculum

Number of people who participated in Cooperatives skills
programmes

'Number co-operatives supported with training interventions

Capacity-building
partnerships

Number of Partners with whom partnership agreements
related to capacity building of SMMEs have been signed

Number of Partners with whom partnership agreements
related to capacity building of Cooperatives have been
signed
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4.7 Considerations for Discretionary Grant Allocations

in line with LGSETA Strategic Plan and Annual Performance Plan, the training interventions
would mandatorily include beneficiaries with disabilities (ideally 4% of the planned target
for the specific interventions indicated), taking into consideration accessibility, support

system, access to appropriate resources and/or services,

Further, the LGSETA Grants Policy, includes two types of discretionary grant funding
allocations namely:

= Special Projects; and

s Strategic Partnerships

To support LGSETA special projects relating to disability in the local government sector,
preference will be given to the following categories:

= Ad hoc request for intervention from shareholder or accounting authority

» Targeted approach in line with the Strategic Plan and APP

* Innovative approach to support skills development that support greater impact

To support LGSETA strategic partnerships relating to disability in the local government
sector, preference will be given to the following:

o Co-funding partnerships between the LGSETA and a levy or non-levy paying
employer

o Partnerships that assist with achieving strategic sectoral or national priorities for
local government;

o Partnerships aligned fc any of the nine broad service delivery areas of the LGSETA
DDM appreoach that includes, Energy, Eccnomic Development; Community
Services; Public Safety and Security; Settlements and Housing; Town and Regional
Planning; Transport, Roads, and Storm Water; Waste and Refuse Management; and
Water and Sanitation

o Support for Dysfunctional municipalities

o Professional Development

o Sectoral Pricrity Occupations and Interventions

o National Priority Occupations and Interventions

o Traditional Leadership
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c LGSETA Strategic Focus Areas
- Governance, Leadership and Management capabilities
- Financial viability and financial Management
- Municipal pianning
- Municipal transformation, inclusivity and special planning
- Municipal infrastructure and service planning

4.8  Monitoring and Evaluation of Performance

Given that results are essentially changes generated through a contributory or causal
relationship with a developmental intervention such as the SMMEs and Cooperatives
development strategy, the determination of performance would typically be based on a
comparison of the situation of the indicator in the pre-intervention and post-intervention
periods. This is the context against which the monitoring and evaluation effort becomes critical
for the LGSETA as it seeks to improve the situation skill-wise among SMMEs and
Cooperatives.

The importance of performance measurement for developmental initiatives such as those
embodied in the SMMEs and Cooperatives strategy cannot be over-emphasised. It is against
this backdrop that efforts in the domain of monitoring and evaluation are deemed to be
important to the success of all endeavours, more so in the public sector. Having determined
the results that the strategy is expected to realise at the outputs, outcomes and impacts levels
as depicted in the results chain for the strategy, it becomes pertinent to decide on the
instruments to utilise for tracking the performance of the strategy. In monitoring and evaluation
terms, these instruments are described as indicators.
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Selection

Criteria for

Indicators )

Figure 4.7: The CREAM criteria for indicator selection

Indicators are expected to provide cbjective measurements of performance. So, for results at
the levels of impact, the impact indicator identified in Table 4.2 wouid be employed to track
progress or determine levels of achievermnent. The indicators associated with specific results
at the outcomes and outputs levels would also be deployed for purposes of performance
measurement at their respective levels (see Table 4.2). For the performance measurement of
activities, indicators linked to specific activities as depicted in Tables 4.3.1, 4.3.2 and 4.3.3
would apply. For this to happen in accordance with acceptable monitoring and evaluation
practice, it is important to select indicators that meet the CREAM criteria (Figure 4.7) for
indicator selection as suggested by Kusek and Rist (2004). Table 4.4 provides the necessary
descriptions for each criterion that was considered in the selection of indicators for the

strategy.
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Table 4.4: CREAM criteria descriptions

Criterion B Description

|’

Clear Indicators must be precise and the measurements that they generate

should be easy for key stakeholders to understand

Relevant The ndicators must be closely linked to the issues of interest for which
thanges are desired.

Economical Selected indicators would not lead to the incurring of huge expenses that
cause costs to overrun benefits of project performance tracking and

| assessment.

Adequate This eriterion implies that indicators seiected for the SP should provide
sufficient basis for a factual determination of the degree of changes being
realised, 1o be made.

Monitorable Selected indicators must be amenable to independent validation. All
indicators utilised in the SP must be such that it is possible for authorised
parties to check generated measurements for accuracy.

All the indicators selected to measure the performance of the SMMEs and Cooperatives
development strategy (see Table 4.2 and Tables 4.3.1 to 4.3.5), satisfy the CREAM criteria.
There has also been an intentional bias towards the use of quantitative indicators because
they are better suited for generating objective measurements.

While monitoring will be used on a continuous basis to determine the progress being made as
it pertains to the aims of this strategy, evaluation will be employed on a periodic basis to assess
the value of achievements being realised by the strategy. The theory of change alongside the
performance framework as outlined in this strategy would be the basis of all monitoring and
evaluation efforts. The measurement of performance would be undertaken with the use of
selected indicators that would rely, depending on the nature of the indicator and the result of

interest, on programme level or population level information.

Since results embody a change in a status and in the case of SMMEs and Cooperatives,
LGSETA would implement this strategy to change the situation of this cohort of businesses, it
is necessary to determine the current state of these businesses as evidenced by the selected
indicators in the pre-strategy implementation period. This therefore necessitates the conduct
of baseline studies by LGSETA. The baseline studies would be aimed at determining the
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current levels of each of the indicators chosen for tracking the performance of the SMMEs and
Cooperatives strategy. There is no gainsaying that without these baseline measurements, it
becomes arguably impractical for the LGSETA to accurately determine if the changes desired
to be generated or indeed any progress is being made to towards the improvements that this
strategy promises.

4.9 Risk Management for the Strategy

As is customary with every strategy or plan, anticipated risks can interfere with the SMMEs
and Cooperatives development strategy. The ISO 31000, Risk management — Guidelines,
which provides the principles, along with a framework and a process for the effective
management of risk would be relied upon managing risks linked to the SMMEs and
Cooperatives development strategy. In addition, risk management activities for the strategy
would be based on the provisions the Public Sector Risk Management Framework (PSRMF)
issued by the National Treasury.

The 1SO 31000 succinctly defines a risk as the effect of uncertainties on objectives. The
PSRMF considers a risk as:

“An unwanted outcome, actual or potential, fo the Institution’s service delivery and other
performance objectives, caused by the presence of risk factor(s).
Some risk factor(s) also present upside potential, which Management must be aware of and

be prepared to exploil. This definition of “risk” also encompasses stich opportunities”.

In accordance with the positions of the ISO 31000 and the PSRMF, the LGSETA recognises
the possibility of upside and downside risks occurring. However, the focus of its risk
management effort with respect to this strategy would be on downside risks. Consequently,
only downside risks are presented in the abridged risk register presented in Table 4.5. The
identified downside risks presented are a selection of the from the pool of risks that can
negatively affect the strategy and perforate its ability to generate the desired results that it
seeks.

Table 4.5 includes five risks alongside their probable causes and consequences. Further,
qualitative ratings of the probability of occurrence of the risk as well as the possible impact of
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the risk if it should occur are also populated in the table. The probability of occurrence and
impact measures are based on a 5-point of scale with the interval measures of very low, low,
medium, high and very high.
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5. STAKEHOLDER MANAGEMENT

$.1  Stakeholders

A stakeholder describes a party who is affected by or can affect any intervention or indeed the
organisation. In the case of the SMMEs and Cooperatives development strategy, the universe
of stakeholders to contend with can be very broad given that a party simply needs to nurse an
interest in the strategy to be considered as a stakeholder.

While it is understandable that not all stakeholders are role players, this strategy has identified
crucial role players for the development of SMMEs and cooperatives. This group of role
players are considered to be material stakeholders for the strategy and so their cooperation
and contribution towards the strategy are non-negotiable. Indeed, a direct positive correlation
exists between the levels of support provided by the material stakeholders of this strategy and
the extent of success that attends its implementation. The material stakeholders for the

SMMEs and Cooperatives development strategy include:

1. LGSETA: This is the authority that has formulated the SMME and Cooperatives
development strategy and bears the responsibility for its implementation. It is part of
the mandate of the LGSETA to drive skills development at the level of local
governments,

2. Municipalities/Local Government: The Local Authority is a very important player in the
developmental space as it controls the environment and resources. Owing to this, they

play a crucial role in SMME and Cooperatives development as well.

3. Established Big Businesses: The Intellectual Property in most sectors vests with the
local big businesses. Smaller entities are not able to effectively compete with big
businesses in the area because their capacities in terms of resources and intellectual
know-how are limited. Therefore, it will be beneficial for established big players to be
part of the SMMEs and Cooperatives development effort.
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5.2

SMMEs and Cooperatives: These are the entities that constitute the target beneficiary
group of the strategy. They are unarguably the primary stakeholders for the strategy
and their support for the programme is absolutely critical particularly because they are
at the epicentre of the changes that the strategy aims to engender.

Service Providers: These are the organisations that would be utilised by LGSETA to
deliver the required skills development interventions to the SMMEs and the
Cooperatives. Being the organisation at the forefront of the interventions that will be
utilised to upskill the SMMEs and Cooperatives, the role that they play is crucial as it
directly impacts on the skills development effectiveness.

Department of Small Business Development: This department has a mandate to
develop smali businesses and so it is in a good position to assist the implementation
of LGSETA's strategy for skills development of SMMEs and Cooperatives enabling
access to a comprehensive database of small businesses. In the light of its mandate,
the department can also play a role in co-funding SMMEs, and Co-operatives capacity-

building interventions.

Other Government Departments / Agencies: These are the entities of government that
are also mandated to contribute towards a better small business ecosystem. These
entities therefore provide specific products or services to the small business sector
either directly or indirectly. Consequently, the entities in this stakeholder pool have
objectives that possibly synchronise with the aims of this strategy.

CBOs and NGOs: These are the Community Organisations with specific development
agendas. With a keen interest in advancing the community development, these
organisations are inclined towards scrutinising the efforts, particularly by public sector

entries, with the intention of ensuring higher levels of accountability.

Stakeholder mapping

The material stakeholders for the SMMEs and Ccoperatives development strategy have been

plotted on a contemporary stakeholder map (see Figure 5.1} that reflects each party’s prime

interest. As depicted in the map, the crux of the identification of stakeholders is the SMMEs
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and Cooperatives development strategy and so this is located at the centre of the figure. While
the stakeholders appear in the circle immediately after the SMMEs and Cooperatives
development strategy core, each stakeholder’'s prime interest is captured in the outermost
circle.

While each identified stakeholder can harbour a catalogue of concerns or desires, the
probable prime interest of each stakeholder is depicted in the map. LGSETA’s central interest
is to - in accordance with its mandate — have SMMEs and Cooperatives that have the required
skills and competencies to function in the modern business world. The interest of the SMMEs
and Cooperatives is the acquisition of skills and competencies that would enable better
performance.

Though the business environment is inherently competitive, all businesses, including
established big businesses are interested in a conducive business ecosystem.
Municipalities/Local governments are typically interested in increased local economic
development. Government departments agencies are favourably disposed towards increased
small business productivity because of its implications for overall socioeconomic state of the
country. Similarly, CBOs and NGOs nurse a keen interest in community development. Service
providers, as one of the material stakeholders, are interested in accessing business

opportunities linked to the SMMEs and Cooperatives development strategy.

It is instructive that all the interests identified pivot around the strategy. In the spirit of proactive
stakeholder management, LGSETA will make efforts to engage with material stakeholders
guided by a knowledge of the interest that each group nurses. There is a need for proper
stakehclder analysis that would contribute to a better understanding of each stakeholder as a
prelude to cultivating and nurturing mutually beneficial relationships with them. The improved
understanding of stakeholders will make the stakeholder engagement exercises more fruitful.
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Figure 5.1: Selected Stakeholders’ Map for LGSETA’s SMMEs and Cooperatives Development
Strategy

Markedly, the point of highlighting the interests of each stakeholder is to ensure that for the
formulation and subsequent implementation of the SMMEs and Cooperatives development
strategy, these interests are duly catered for. This is because in doing so, the chances of the
strategy being embraced and supported by material stakeholders are enhanced. This
disposition synchronises with the Batho Pele principles as it puts ‘people first’. Significantly,
the disposition also testifies to LGSETA's commitment to the idea of stakeholder inclusivity as

promoted by the King IV code of good corporate governance.
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