
The copyright act of 1978 (as amended) prohibits the reproduction of this copy IN ANY FORMAT, (See Clause 4 Terms and Conditions) without prior permission of the original publisher.

Publication

SKYWAYS

Page

52

Date

Thurs 01 Mar 2018

AVE (ZAR)

71609.04

busines

52
03:18

trade | industry
DEVELOPMENT

* kl "A%B=Growthinmicroentefiises[sp.
n.important stepforward"|

b|

Small businesses mean good business for South Africa. If the sector is successful, many more
people can be employed than in the corporate sector, with jobs distributed across geographies
and communities. With 3% of South African business nett profit going into enterprise and supplier
development and government spending going to small business development, there's a lot of money
being directed towards the sector. How that money is being spent is another question, though.
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In the enterprisedevelopmentsector,biggercompanies
that are supported by the corporate giants, often as
an outsourcing of non-core operations where ex-
employeesare fundedand supportedto supplyservices
to the company, make for a great model, becausethe
companies begin business with an existing stable
anchor client. Also great are constructioncompanies
thatsupportthe start-upofcompaniesthatcanperform
specific jobs on construction sites. These supplier
companiesareoftenrun by experiencedbusinesspeople
and have a great chance of successthrough value-
addingrelationships.
Challenges arise when initiatives are implemented

during lay-offs; when negative industrial relations
translate into negative supplier relationships; when
smallenterprisesaremilitant; when organisationstreat
small businessesas employees instead of partners;
when schemescreatedby the corporatesmake sense
to their businessbut don't considerthe risksand needs
of the small business owners; when the models are not

profitable enough for the new owners to make a fair
living and when the lack of alignment between the
partieserodesthe value that could've beencreated.

Better educationwill pay off
Training and support for these new small businesses
leaves a lot to be desired. Companies implement

great technical and processtraining in terms of the
operational businessneeds, but weak 'businessskills'
workshops. The content is written by university
professors, MBA graduates and training specialists
with no understanding that small businesseshave a
different DNA from largebusinesses.
It's important for large companies to re-think

how they go about setting up small businessesin
their supply chains.The successof small businesses
developed in this context is often much higher than
small businessesthat starton their own.
The 'anchor client' is a huge asset- mostbusinesses

fail becausethey fail to find clientsthatwill pay them.
But over time, this setup can also be the biggest
weakness- over-relianceon one client.
New businesses should be engaged in finding

alternative revenue sourcesas early in their company
developmentcycleaspossible.
It takessmallbusinessesawhile to settleinto systems

and processes.Corporates need to ensure that their
procurement and supplier management teams are
aware of the contribution they can make to coaching
and developing their suppliers.Supplier development
is more complexthan realisedand needscommitment
to be successful.
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